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Appendix A

Federal Housing Administration

The tables in this Appendix have
been derived by the National Bu-
reau of Economic Research from
FHA records.







Title I of the National
Housing Act

Title I—Housing Renovation and Modernization
Creation of Federal Housing Administration

SecrioN 1. The President is authorized to create a Federal Hous-
ing Administration, all of the powers of which shall be exercised
by a Federal Housing Administrator (hereinafter referred to as
the “Administrator”), who shall be appointed by the President,
by and with the advice and consent' of the Senate, shall hold
office for a term of four years, and shall receive compensation at
the rate of $10,000 per annum. In order to carry out the provi-
sions of this title and titles II and III, the Administrator may
establish such agencies, -accept and utilize such voluntary and
uncompensated services, utilize such Federal officers and em-
ployees, and, with the consent of the State, such State and local
officers and employees, and appoint such other officers and em-
ployees as he may find necessary, and may prescribe their author-
ities, duties, responsibilities, and tenure and fix their compensa-
tion, without regard to the provisions of other laws applicable
to the employment or compensation of officers or employees of
the United States. The Administrator may delegate any of the
functions and powers conferred upon him under this title and
- titles II and III to such officers, agents, and employees as he may
designate or appoint, and may make such expenditures (includ-
ing expenditures for personal services and rent at the seat of
government and elsewhere, for law books and books of reference,
and for paper, printing, and binding) as are necessary to carry
out the provisions of this title and titles II and III, without regard

*The original Act was Public, No. 479, 73rd Congress, June 27, 1934.
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to any other provisions of law governing the expenditure of
public funds. All such compensation, expenses, and allowances
shall be paid out of funds made available by this Act. The Ad-
ministrator shall, in carrying out the provisions of this title and
titles IT and III, be authorized, in his official capacity, to sue and
be sued in any court of competent jurisdiction, State or Federal.

Section 2.3 (a) The Administrator is authorized and em-
powered, upon such terms and conditions as he may prescribe,
to insure banks, trust companies, personal finance companies,
mortgage companies, building and loan associations, instalment
lending companies, and other such financial institutions, which
the Administrator finds to be qualified by experience or facilities
and approves as eligible for credit insurance, against losses
which they may sustain as a result of loans and advances of
credit, and purchases of obligations representing loans and
advances of credit, made by them on and after April 1, 1936, and
prior to April 1, 1937, or such earlier date as the President may
fix by proclamation upon his determination that there no longer
exists any necessity for such insurance in order to make ample
credit available, for the purpose of financing alterations, repairs,
and additions upon improved real property, and the purchase
and installation of equipment and machinery upon such real
property, by the owners thereof or by lessees of such real property
under a lease expiring not less than six months after the maturity
of the loan or advance of credit. In no case shall the insurance
granted by the Administrator under this section to any such
financial institution on the loans, advances of credit, and pur-
chases made by such financial institution for such purposes on
and after April 1,1936, exceed 10 per centum of the total amount
of such loans, advances of credit, and purchases. The total liability
incurred by the Administrator for all insurance heretofore and
hereafter granted under this section and section 6 shall not ex-
ceed in the aggregate $100,000,000.

(b) No insurance shall be granted under this section to any

?Last sentence added by Banking Act of 1935 (Public, No. 305—74th Con-
gress) (H. R. 7617). Sec. 344 (a).

3 Public, No. 486, 74th Congress, May 28, 1935. Italics show changes from
the original Act of June 27, 1934; subsections (a), (b), (c) and (d) were added
by the act of May 28, 1935.
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such financial institution with respect to any obligation represent-
ing any such loan, advance of credit, or purchase by it (1) unless
the obligation bears such interest, has such maturity, and con-
tains such other terms, conditions, and restrictions as the Ad-
ministrator shall prescribe in order to make credit available for
the purposes of this title, and (2) unless the amount of such loan,
advance of credit, or purchase is not in excess of $2,000, except
that in the case of any such loan, advance of credit, or purchase
made for the purpose of such financing with respect to real
property already improved by apartment or multiple-family
houses, hotels, office, business, or other commercial buildings,
hospitals, orphanages, colleges, schools, churches, or manufac-
turing or industrial plants, or improved by some other structure
which is to be converted into a structure of any of the types
herein enumerated, such insurance may be granted if the amount
of the loan, advance of credit, or purchase is not in excess of
$50,000: Provided, That after April 1, 1936, no insurance shail
be granted under this section to any financial institution with
respect to any obligation representing any such loan, advance of
credit or purchase by it in the amount of $2,000 or less for the
purpose of financing the purchase and installation of equipment
and machinery upon improved real property.

(¢) Notwithstanding any other provision of law, the Adminis-
trator shall have the power, under regulations to be prescribed
by him and approved by the Secretary of the Treasury, to assign
or sell at public or private sale, or otherwise dispose of, any
evidence of debt, contract, claim, property, or security assigned
to or held by him in connection with the payment of insurance
heretofore or hereafter granted under this section, and to collect
or compromise all obligations assigned to or held by him and
all legal or equitable rights accruing to him in connection with
the payment of such insurance until such time as such obligations
may be referred to the Attorney General for suit or collection.

(d) The Administrator is authorized and empowered, under
“such regulations as he may prescribe, to transfer to any such
approved financial institution any insurance in connection with
any loans and advances of credit which may be sold to it by
another approved financial institution.
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(e)* The Administrator is authorized to waive compliance
with regulations heretofore or hereafter prescribed by him with
respect to the interest and maturity of and the terms, conditions,
and restrictions under which loans, advances of credit, and pur-
chases may be insured under this section and section 6, if in his
judgment the enforcement of such regulations would impose
an injustice upon an insured institution which has substantially
complied with such regulations in good faith and refunded or
credited any excess charge made, and where such waiver does
not involve an increase of the obligation of the Administrator
beyond the obligation which would have been involved if the
regulations had been fully complied with.

Section 6.5 (a) The Administrator is authorized and empow-
ered, upon such terms and conditions as he may prescribe, to
insure banks, trust companies, personal finance companies, mort-
gage companies, building and loan associations, instalment lend-
ing companies, and other such financial institutions, heretofore
or hereafter approved by the Administrator as eligible for credit
insurance, against losses which they may sustain as a result of
loans and advances of credit, and purchases of obligations repre-
senting loans and advances of credit, made by them subsequent
to the date this section takes effect and prior to January 1, 1937,
or such earlier date as the President may fix by proclamation
upon his determination that the emergency no longer exists, for
the purpose of financing, by the owners of real property or by
lessees thereof under a lease for a period of not less than one year,
the restoration, rehabilitation, rebuilding and replacement of
improvements on such real property and equipment and ma-
chinery thereon which were damaged or destroyed by earth-
quake, conflagration, tornado, cyclone, hurricane, flood, or other
‘catastrophe in the years 1935 or 1936, either on the same site or a

¢ Subsection (e) was added by section 4 (b) of Public, No. 525, 74th Congress,
April 17, 1936.

¢Enacted as section 3 of Public, No. 525, 74th Congress; altered slightly
April 22, 1937 and repealed February 3, 1938, by Public, No. 424, 75th Con-
gress. Section 3 provided for borrowing by insured institutions; repealed
April 3, 1936. Section 4 provides for financing of FHA securities by the
Reconstruction Finance Corporation and section 5 for the preparation of
an annual report.
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new site in the same locality where the damaged or destroyed
| property was located. The Administrator is authorized to grant
insurance under this section to any such financial institution up
to 10 per centum of the total amount of loans, advances of credit,
and purchases made by such financial institution for such pur-
pose, and any insurance reserve accumulated by any such finan-
cial institution under section 2 of this title prior to April 1, 1936,
shall be applicable to the payment of any losses sustained by it
as a result of loans, advances of credit, or purchases insured
under this section.
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TABLE A-9

DELINQUENCY PERCENTAGES OF NOTES INSURED WiTH
FHA, 1934-37, BY TypPE OF INSTITUTION, BY NUMBER
ofF DAays DELINQUENT, AND BY INSURANCE RESERVE

. Delinquent Notes as Percent of Total Notes
Insured®

(7) Type of Institution
’ Amount of

Number of Notes Unpaid Balances

National banks 3.2 2.0
State banks and trust companies 3.1 2.1
Finance companies 5.4 4.0
Industrial banking companies 8.4 4.7
Savings banks 3.1 2.0
Building and loan associations 5.0 4.2
Others 4.9 4.7

ALL Grours 4.2 2.8

Delinquent Notes as Percent of Total Notes
Outstanding®

(2) Length of Delinquencyd

(cumulative) Amount of
Number of Notes Unpaid Balances

30 to 60 days 3.5 2.8
30 to 90 days 5.4 4.3
30 to over 90 days ©10.3 8.9
(3) Insurance Reserve® Feb. 28,°38 Fan.31,°39 Feb. 28,38 Fan.31,°39
20 percent 12.3 23.4 9.6 19.8
10 percent 7.8 10.4 8.3 12.4
BoTH RESERVES 10.3 15.0 8.9 14.5

® As of November 30, 1936. Based on a sample of 530 institutions having
$100,000 or more of insured loans on that date. In all, there were 545 insti-
tutions in this volume class.

® As of February 28, 1938.

¢The 20 percent reserve was in effect from August 1934 through March
1936. The 10 percent reserve was in effect from April 1936 to April 1937.
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TABLE A-10

AVERAGE CrLAMs PAlD PERCENTAGE BY AMOUNT, ON
Notes Insurep wite FHA, 1934-37, AND PERGENT
oF EsTiMATED TotaL CLaimms, BY NUMBER OF MONTHS
EvLapsep BETwWEEN MonTH LoAN REPORTED TO FHA
AND Monta CrLamM PAID, AND BY INSURANCE PEriop®

INSURANCE PERIOD

Aug. 1934-Fune 1935  July 1935-Mar. 1936  April 1936—May 1937°
Number of
Months Average  Percent  Average  Percent  Average  Percent
Elapsed Claims  of Esti- Claims - of Esti- Claims of Esti-
Paid mated Paid mated Paid mated
Per- Total Per- Total Per- Total
centage®  Claims  centage® Claims centage?  Claims
0 .00 .0 .00 .0 .00 .0
2 - .01 .3 .02 .2 .03 .7
4 .05 1.4 .21 3.2 .12 3.4
6 17 4.3 .68 10.5 T | 8.9
8 .39 9.7 1.25 19.2 .65 18.6
10 .68 17.1 1.77 27.2 .90 25.6
12 .98 24.4 2.23 34.3 1.17 33.5
18 1.81 45.1 3.28 50.5 1.66 47.4
24 2.43 60.7 4.12 63.3 2.09 59.7
30 2.75 68.7 4.67 71.8 (2.32) 66.3
36 2.89 72.2 4.97 76.5 (2.55) 72.9
42 2.99 74.7 (5.33) 82.0 (2:78) 79.5
48 (3.32) 83.1 (5.72) 88.0 (3.01) 86.1
54 (3.66) 91.5 (6.11) 94.0 (3.26) 93.0
60 (4.00) 100.0 (6.50) 100.0 (3.50) 100.0

* Based on claims paid through October 1938.

b Simple average of claims paid percentages for notes insured in each of the
several months of each period; percentages in parentheses based on straight-
line trend on assumption that final claims paid percentage would be 5
percent of the dollar volume of notes insured for the entire period from
August 1934 to April 1937 and 4.0, 6.5, and 3.5 for the three time-periods

separately. Insured notes had a maximum duration of 60 months.

¢ Loans reported to FHA May-December 1937 included under May 1937,
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TABLE A-11

PERGENTAGE DiISTRIBUTION OF AMOUNT oF NOTES OF
$2000 or Less Insurep witH FHA, 1934-37, aAND oF
Crams Pam, wita CrammMs PAID PERCENTAGES BY
TypeE oF IMPROVEMENT, AND BY TYPE OF PROPERTY

Percentage Distribution Claims Paid Percentages?
Tope of Property Notes Claims Alterations Machinery Both
Insured Paid or Repairs & Equipment Types
Single-family 59.8 52.6 1.9 3.3 2.4
Multiple-residential 18.0 21.6 .2 5.2 3.2
Farm residential 2.5 2.3 2.1 3.7 2.6
Retail store and serv-
ice trades 11.0 15.2 2.6 4.5 3.7
Commercial other
than retail 2.4 2.7 2.5 3.5 3.0
Industrial and manu-
facturing 1.0 1.4 2.8 4.0 3.5
Farm non-residential 1.4 .6 1.2 1.5 1.3
Institutional .8 .6 2.1 1.8 2.0
Other property 3.1 3.0 2.2 3.1 2.6
Arr Types 100.0 100.0 2.1 3.8 2.7

* By amount, through February 1938,
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