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SAVINGS AND LOAN ASSOCIATIONS IN THE NINTH DISTRICT 

I. INTRODUCTION 

In the pas t t en y e a r s , sav ings and loan a s s o c i a t i o n s (S&Ls) have 

p layed a ve ry impor tant r o l e i n the d i s t r i c t ' s f i n a n c i a l w o r l d . They ranked 

f i r s t i n the d i s t r i c t ' s mortgage l e n d i n g a c t i v i t i e s — f o l l o w e d by commercial 

banks and l i f e i nsu rance companies — and second i n t h e i r share o f d i s t r i c t 

consumer sav ings — on ly su rpassed by commercial banks . The purpose of t h i s 

paper i s t o exp lo re sav ings and loan a s s o c i a t i o n s i n d e t a i l — p a r t i c u l a r l y 

those i n the N in th F e d e r a l Reserve D i s t r i c t — i n o rde r t o d i s c o v e r t h e i r 

main f u n c t i o n s , t h e i r g e n e r a l l o c a t i o n s , and t h e i r market share among major 

f i n a n c i a l i n t e r m e d i a r i e s . 

I I . THE SAVINGS AND LOAN INDUSTRY 

Before a n a l y z i n g d i s t r i c t sav ings and l o a n a s s o c i a t i o n s a b r i e f 

d e s c r i p t i o n of the c h a r a c t e r i s t i c s of sav ings and l oans and the r e l a t i o n 

w i th t h e i r s u p e r v i s o r y agency, the F e d e r a l Home Loan Bank (FHLB) Sys tem, i s 

p resen ted . 

A sav ings and loan a s s o c i a t i o n i s a p r i v a t e f i n a n c i a l c o r p o r a t i o n 

which l i k e a commercia l bank serves as a f i n a n c i a l i n t e r m e d i a r y by a c c e p t i n g 

sav ings from and making loans to the p u b l i c . I t does , however, d i f f e r from 

a commercial bank because i t i s r e q u i r e d by law to p rov ide funds f o r r e s i 

d e n t i a l c o n s t r u c t i o n and home f i n a n c i n g and has to c a r r y a t l e a s t t h r e e - f o u r t h s 

o f i t s asse ts as r e s i d e n t i a l mortgage l o a n s . 

Most o f the n a t i o n ' s S&Ls are members of the FHLB System and are 

regu la ted by the F e d e r a l Home Loan Bank Board (FHLBB). The FHLB System was 

c rea ted under the Fede ra l Home Loan Bank Act i n 1932. I t i s des igned t o 
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p rov ide a c e n t r a l c r e d i t agency t o supplement the funds o f i t s member i n s t i 

t u t i o n s and t h e r e f o r e t o s t a b i l i z e the n a t i o n ' s r e s i d e n t i a l c o n s t r u c t i o n . The 

FHLBB i s a o n e - i n d u s t r y r e g u l a t o r y agency. I t r e g u l a t e s twe lve r e g i o n a l home 

l o a n banks which serve as c e n t r a l banks to supp ly funds i n the form o f advances 

to member a s s o c i a t i o n s . The B o a r d , through i t s r e g i o n a l b a n k s , c h a r t e r s 

f e d e r a l sav ings and l o a n a s s o c i a t i o n s and r e g u l a t e s and s u p e r v i s e s i t s member 

a s s o c i a t i o n s and a few sav ings banks under i t s j u r i s d i c t i o n . I t d i r e c t l y r e g u 

l a t e s i n t e r e s t r a t e s p a i d on sav ings accounts and member's l i q u i d i t y and 

i n d i r e c t l y r e g u l a t e s o ther member a c t i v i t i e s through i t s power to r e s t r i c t 

advances. A l though r e g i o n a l banks s u p e r v i s e t h e i r members' a c t i v i t i e s , they 

are w h o l l y owned by member a s s o c i a t i o n s . The Boa rd , bes ides govern ing members, 

a l s o r e g u l a t e s the F e d e r a l Savings and Loan Insurance C o r p o r a t i o n (FSLIC) — 

an agency which i nsu res each sav ings account at member a s s o c i a t i o n s up t o 

$20,000. 

Savings and l o a n a s s o c i a t i o n s c o n s i s t of two main t y p e s . F e d e r a l 

sav ings and loan a s s o c i a t i o n s are c h a r t e r e d under the p r o v i s i o n s o f the Home 

Owner's Loan Act o f 1933 and are s u p e r v i s e d by the FHLBB. They are r e q u i r e d 

by law to be long to the FHLB System and t o have t h e i r sav ings accounts i n s u r e d 

by the FSLIC. In a d d i t i o n , the a s s o c i a t i o n s are mu tua l l y owned by t h e i r 

members — both sav ings account h o l d e r s and bo r rowers . S ta te sav ings and 

l o a n a s s o c i a t i o n s are cha r t e red under s t a t e s t a t u t e s and are s u p e r v i s e d by 

t h e i r r e s p e c t i v e s t a t e sav ings and l o a n departments. Membership i n the FHLB 

System i s open on a v o l u n t a r y b a s i s t o q u a l i f i e d s t a t e a s s o c i a t i o n s , as i s 

the insurance o f t h e i r a c c o u n t s , and more than h a l f o f the s t a t e - c h a r t e r e d a s s o c i 

a t i o n s take both o p t i o n s . S ta te a s s o c i a t i o n s are e i t h e r mu tua l l y owned or 

have some form o f permanent s tock ownership which i s s i m i l a r to an ownership 

of o rd ina ry c o r p o r a t i o n s t o c k s . 
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I I I . THE STRUCTURE OF DISTRICT SAVINGS AND LOAN ASSOCIATIONS 

In the N in th F e d e r a l Reserve D i s t r i c t , t he re were ikl sav ings and 

l o a n a s s o c i a t i o n s at the end of 1969. Th is r ep resen ted 2.k pe rcen t o f a l l 

S&Ls i n the n a t i o n . F i g u r e 1 shows the l o c a t i o n o f d i s t r i c t FHLB member a s s o 

c i a t i o n s by c h a r t e r as o f yea r -end 1969 and whether o r not they had b ranches . 

The l a r g e s t a s s o c i a t i o n s were c l u s t e r e d around the M i n n e a p o l i s - S t . P a u l a rea 

and p layed a l e a d i n g r o l e i n the d i s t r i c t ' s sav ings and l o a n b u s i n e s s . In 

recent y e a r s , S&Ls have been r a p i d l y expanding t h e i r b ranch o p e r a t i o n s . There 

were 72 branches i n the d i s t r i c t i n 1969, h a l f o f wh ich were ma in ta ined by 

l e a d i n g Twin C i t i e s S&Ls. 

Tab le 1 shows the number and asse ts o f these a s s o c i a t i o n s by s t a t e , 

c h a r t e r , FHLB membership, and FSLIC i n s u r a n c e . As shown i n the t a b l e , most d i s 

t r i c t a s s o c i a t i o n s are cha r te red by the Fede ra l Government, are members o f the 

FHLB, and are i n s u r e d by the FSL IC . 

TABLE 1 Number and Asse ts o f Sav ings and Loan A s s o c i a t i o n s , 
N in th D i s t r i c t - December 31, 1969  

Members of F e d e r a l Home Loan Bank System Nonmembers 

Insured by FSLIC Noninsured Noninsured 
F e d e r a l l y S t a t e - S t a t e - S t a t e -

S ta te T o t a l Char te red Char tered Cha r te red Char te red T o t a l 
# $ M i l l # $ M i l l # $ M i l l # $ M i l l # $10.11 # $ M i l l 

Minnesota 6k 3,06U 53 1,939 11 125 0 0 13 15 77 3,079 

North Dakota 11 hk9 7 213 1» 236 0 0 1 1 12 ^50 

South Dakota 16 225 9 187 6* 38 1 ** 1 1 17 226 

Montana 13 253 10 221 2 30 1 2 3 #* 16 253 

NW Wiscons in 18 282 10 211+ 8 68 0 0 0 0 18 282 

Upper M ich igan 1 226 0 0 1 226 0 0 0 0 1 226 

D i s t r i c t 123 M 9 9 89 3,77^ 32 723 2 2 18 17 1U1 U,5 l6 

* I n c l u d i n g f o u r permanent s tock a s s o c i a t i o n s 
* * Less than $0.5 m i l l i o n . 

Source: F e d e r a l Home Loan Bank Boa rd ; Savings and Loan Fac t Book ' 7 0 , 
Un i t ed S ta tes Savings and Loan League. 
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As of December 3 1 , 1969, t o t a l asse ts of d i s t r i c t S&Ls amounted to $h.5 b i l 

l i o n , about 2 .8 percen t of the n a t i o n a l t o t a l . Almost a l l of the d i s t r i c t 

asse ts were h e l d at member a s s o c i a t i o n s o f the FHLB Sys tem, w i t h h a l f o f the 

t o t a l at Twin C i t i e s S&Ls. 

Asse t h o l d i n g s o f i n d i v i d u a l a s s o c i a t i o n s i n t h e d i s t r i c t ranged 

from one w i t h $200,000 i n South Dakota to an a s s o c i a t i o n w i t h $750 m i l l i o n i n 

M inneso ta . The average s i z e o f a sav ings a s s o c i a t i o n i n the d i s t r i c t was 

$32 m i l l i o n , s l i g h t l y h ighe r than the n a t i o n a l average. The asse t d i s t r i b u 

t i o n among d i s t r i c t S&Ls i s skewed l i k e t h a t o f many o t h e r i n d u s t r i e s i n the 

n a t i o n : a l a r g e number o f s m a l l sav ings i n s t i t u t i o n s h o l d a s m a l l p o r t i o n of 

the t o t a l asse ts w h i l e the bu l k of the resources i s concen t ra ted i n a few 

l a r g e a s s o c i a t i o n s . 

Savings and l o a n a s s o c i a t i o n s p l a y an impor tant r o l e i n the N in th 

D i s t r i c t f i n a n c i a l w o r l d . Tab le 2 p resen ts a comparison o f major c h a r a c t e r 

i s t i c s o f t h i s i n d u s t r y w i t h the d i s t r i c t ' s o ther s e l e c t e d types o f f i n a n c i a l 

i n t e r m e d i a r i e s — commercial b a n k s , c r e d i t u n i o n s , and mutual sav ings banks . 

A l though these i n t e r m e d i a r i e s are l o c a t e d throughout the d i s t r i c t , 

most o f the i n f o rma t i on f o r the Upper P e n i n s u l a o f M ich igan and Nor thwestern 

Wiscons in i s not r e a d i l y a v a i l a b l e . As o f December 3 1 , 1969, i n the four 

complete s t a tes o f t h e d i s t r i c t , commercial banks surpassed s u b s t a n t i a l l y a l l 

the o ther t h ree types o f f i n a n c i a l i n s t i t u t i o n s i n terms o f number, a s s e t s , 

t o t a l loans o u t s t a n d i n g , and t ime and sav ings d e p o s i t s . A l though sav ings and 

l o a n a s s o c i a t i o n s p l a c e d second i n the above mentioned a r e a s , they ranked 

f i r s t i n making mortgage loans due t o t h e i r s p e c i a l l y ass igned f u n c t i o n s . 

Mutual sav ings banks serve s i m i l a r f u n c t i o n s as S&Ls , but s i n c e the re i s on l y 

one i n the d i s t r i c t i t s share o f d i s t r i c t l oans and s a v i n g d e p o s i t s , as shown 

i n Table 2 , was r e l a t i v e l y s m a l l . 
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TABLE 2 A Comparison o f S e l e c t e d Types o f D i s t r i c t F i n a n c i a l 
I n s t i t u t i o n s - 1* S t a t e s , December 3 1 , 1969 

( M i l l i o n s o f D o l l a r s )  

Number Asse t s 
T o t a l 
Loans 

Mortgage 
Loans 

R e s i d e n t i a l 
Loans 

Time & 
Sav ings Depos i ts 

Commercial Banks 1,185 l i t , 522 7,577 2,173 1,1*96 1*,067 

Savings and Loans 102 3,989 3,515* 3,U66 3,1*66 3,371 

Cred i t Unions 827 1*28 3h9 — — 372 

Mutual Savings Banks 1 606 1*50 1*50 1*50 551* 

^Est imated from the FHLB o f Des Moines 1 r a t i o o f mortgage loans t o t o t a l 
loans (98.6 p e r c e n t ) . 

Sources : Asse ts and L i a b i l i t i e s , Commercial and Mutual Savings Banks , 
December 31 , 1969; 1969 Annual S t a t i s t i c a l Report o f Members , 
F e d e r a l Home Loan Bank o f Des Mo ines ; Monthly R e p o r t , February 
1970, F e d e r a l Home Loan Bank of S e a t t l e ; The F&M Annual  
R e p o r t e r , The Farmers & Mechanics Sav ings Bank o f M i n n e a p o l i s ; 
and I n t e r n a t i o n a l C r e d i t Union Yearbook 1970, C r e d i t Union 
N a t i o n a l A s s o c i a t i o n I n t e r n a t i o n a l , I n c . 

IV. SAVINGS AND LOAN ASSOCIATIONS AS SAVINGS DEPOSITORIES 

As mentioned p r e v i o u s l y , sav ings and loan a s s o c i a t i o n s are one type 

o f f i n a n c i a l i n t e r m e d i a r y , the t h i r d l a r g e s t i n terms o f a s s e t s i n the n a t i o n , 

f o l l o w i n g on ly commercial banks and l i f e i nsu rance companies. They serve as 

d e p o s i t o r i e s by a c c e p t i n g consumer sav ings from the p u b l i c and as money l e n d 

e rs by l e n d i n g those sav ings t o home b u i l d e r s and b u y e r s . There were over 

1*6 m i l l i o n savers w i t h an average account ba lance of $2,898 at the n a t i o n ' s 

sav ings and l o a n a s s o c i a t i o n s i n 1969. Funds were l e n t t o 10.8 m i l l i o n 

bor rowers , and the average l o a n ba lance was $13,01*3. Thus , S&Ls served as 

i n t e r m e d i a r i e s between a l i t t l e more than fou r savers f o r every bo r rower . 

No rma l l y , sav ings i n f l o w i s the main source o f funds f o r expanding 

l oan p o r t f o l i o s at sav ings and l o a n a s s o c i a t i o n s . The o ther p r i n c i p a l 

sources — advances from the FHLB, bor rowings from commercia l banks , r e t a i n e d 



e a r n i n g s , and s e l l i n g of s e c u r i t y h o l d i n g s — account f o r a ve ry s m a l l p o r t i o n 

o f the funds a v a i l a b l e . Advances from the FHLB, however, p l a y an impor tant 

pa r t when the major source o f funds — sav ings i n f l o w — i s l o w , such as i n 

1969. Dur ing tha t y e a r , a p e r i o d o f t i g h t money p o l i c y , when market r a t e s o f 

i n t e r e s t were h i ghe r than the maximum r a t e s S&Ls were p e r m i t t e d t o pay on 

sav ings d e p o s i t s , savers reduced t h e i r sav ings accounts and i n v e s t e d i n h i g h e r 

y i e l d market i n s t r u m e n t s , such as co rpora te bonds and T reasury b i l l s . As a 

r e s u l t , S&Ls s u f f e r e d a s u b s t a n t i a l slowdown i n the i n f l o w o f sav ings w h i l e 

demand fo r mortgage loans remained s t r o n g . In o rde r to accommodate the s t rong 

loan demand, S&Ls s tepped up t h e i r borrowings from t h e i r r e g i o n a l home loan 

banks . In 1969 advances from the Des Moines FHLB, which r e g u l a t e s S&Ls i n t h r e e 

d i s t r i c t s t a t e s , accounted f o r about o n e - t h i r d o f members' funds a v a i l a b l e 

w h i l e sav ings i n f l o w p rov i ded s l i g h t l y over o n e - h a l f o f the t o t a l . Th i s i s i n 

con t ras t t o the case i n 1968, a year o f l e s s r e s t r i c t i v e monetary p o l i c y , when 

sav ings i n f l o w accounted f o r n i n e - t e n t h s o f t o t a l funds at member a s s o c i a t i o n s 

and ou ts tand ing borrowings from the Des Moines FHLB, i n f a c t , d e c l i n e d . 

Savings and loan a s s o c i a t i o n s p r i m a r i l y serve the househo ld s e c t o r 

o f the economy by i s s u i n g va r i ous types of sav ings accounts t o the genera l 

p u b l i c , ma in ly to i n d i v i d u a l s . I n d i v i d u a l s , e i t h e r a lone or j o i n t l y , h e l d 

9k.k percent o f the t o t a l d e p o s i t s at S&Ls i n May, 1968. 

Due t o the l i b e r a l i z a t i o n i n the FHLB B o a r d ' s r e g u l a t i o n s i n e a r l y 

1970, S&Ls now i s s u e up t o twenty-one d i f f e r e n t types o f sav ings a c c o u n t s , 

which can be c l a s s i f i e d i n t o two major c a t e g o r i e s : passbook and c e r t i f i c a t e . 

These accounts d i f f e r w i t h r e s p e c t to maximum i n t e r e s t r a t e s payab le t o 

d e p o s i t o r s , m a t u r i t y , and minimum ba lances a u t h o r i z e d by the F e d e r a l Home Loan 

Bank Board . Acco rd ing t o the FHLBB, most sav ings a t i n s u r e d a s s o c i a t i o n s are 

passbook s a v i n g s . 
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In the pas t t e n y e a r s , t o t a l sav ings c a p i t a l h e l d a t d i s t r i c t member 

a s s o c i a t i o n s o f the FHLB i n c r e a s e d each year — on the a v e r a g e , about 8 

percent a n n u a l l y . * The growth r a t e , however, s lowed i n the p e r i o d 1964-69 

(F igu re 2) r e f l e c t i n g p a r t l y the i n c r e a s e d bank compe t i t i on f o r funds and 

p a r t l y the d i s i n t e r m e d i a t i o n out o f sav ings i n s t i t u t i o n s g e n e r a l l y o c c u r r i n g 

i n 1966 and 1969 as a r e s u l t o f t i g h t monetary p o l i c y . The bank c o m p e t i t i o n 

f a c t o r s can be i l l u s t r a t e d by both F i g u r e s 3 and h. F i g u r e 3 shows t h a t 

dur ing the 1960s banks enhanced t h e i r compe t i t i ve p o s i t i o n f o r sav ings 

FIGURE 2 Annual Rate o f Savings Growth at N in th D i s t r i c t 
Sav ings and Loan A s s o c i a t i o n s - h S ta tes 

Percent 
20 

10 

Percent 
20 

Minnesota 

Montana 
Nor th 
Dakota 

10 

*62 '63 '64 '65 '66 '67 '68 '69 '70 

*Data on sav ings a s s o c i a t i o n s p u b l i s h e d by F e d e r a l Home Loan Banks are a v a i l 
ab le o n l y a t the s t a t e l e v e l and f o r some l a r g e c i t i e s . S t a t i s t i c s u s e d , 
t h e r e f o r e , w i l l o n l y r e f l e c t the f i g u r e s f o r f ou r f u l l s t a t e s i n the d i s t r i c t , 
i . e . , M inneso ta , North Dako ta , South Dako ta , and Montana. 
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depos i t s as t h e i r o f f e r i n g r a t e rose f a s t e r t han t h a t o f S&Ls , thus narrowing 

the gap between the two r a t e s and l u r i n g more f unds . The r e s u l t was tha t com

m e r c i a l banks a t t r a c t e d a g r e a t e r p o r t i o n o f the consumers ' sav ings i n t h e d i s 

t r i c t . Th is phenomenon w i l l be ana l yzed i n d e t a i l l a t e r . 

The low r a t e s o f sav ings growth i n 1966 and 1969 cor respond w i t h 

per iods o f monetary r e s t r a i n t . Dur ing those y e a r s , s o a r i n g i n t e r e s t r a t e s on 

corpora te bonds and government s e c u r i t i e s prompted savers t o bypass sav ings 

i n s t i t u t i o n s and i n v e s t d i r e c t l y i n s e c u r i t i e s marke ts . However, as market 

ra tes eased g r a d u a l l y i n the s p r i n g o f 1970 t h i s d i s i n t e r m e d i a t i o n d i m i n 

i s h e d , and sav ings i n f l o w a t d i s t r i c t a s s o c i a t i o n s subsequent ly s t reng thened . 

Desp i t e the con t i nued growth i n sav ings c a p i t a l a t a l l d i s t r i c t 

a s s o c i a t i o n s i n the past decade, S&Ls ' share o f t o t a l sav ings a t major f i n a n c i a l 

FIGURE 3 Average Annual Y i e l d on S e l e c t e d F i n a n c i a l A s s e t s 

Percent 
8 

Corporate (Aaa) 
Bonds. 

S.&Ls 

U . S . Government 
S e c u r i t i e s Commercial Banks 

1961 1963 1965 1967 1969 

Source: Savings and Loan Fac t Book '70, U n i t e d 
S ta tes Savings and Loan League. 
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i n s t i t u t i o n s has s t e a d i l y d e c l i n e d . As mentioned b e f o r e , sav ings and l o a n 

a s s o c i a t i o n s are o n l y one o f s e v e r a l t ypes o f f i n a n c i a l i n t e r m e d i a r i e s i n 

the n a t i o n . They compete w i th commercia l banks , mutual sav ings banks , c r e d i t 

u n i o n s , and o the r f i n a n c i a l o r g a n i z a t i o n s f o r p r i v a t e , p r i m a r i l y o v e r - t h e -

counter s a v i n g s . 

F igu re 4 shows the share o f o v e r - t h e - c o u n t e r sav ings by major t ypes 

o f f i n a n c i a l i n s t i t u t i o n s i n the d i s t r i c t . Data were taken from 196I-I969 

year-end c a l l r e p o r t s on t ime and sav ings d e p o s i t s o f i n d i v i d u a l s , p a r t n e r 

s h i p s , and c o r p o r a t i o n s a t a l l i n s u r e d commercia l and mutual sav ings banks , 

sav ings c a p i t a l a t FHLB member S&Ls, and sav ings d e p o s i t s a t a l l f e d e r a l l y 

and s t a t e - c h a r t e r e d c r e d i t un ions i n the d i s t r i c t ' s f o u r f u l l s t a t e s . D i s 

t r i c t i n s u r e d commercial banks h e l d over h a l f o f the consumer sav ings d e p o s i t s 

i n the d i s t r i c t , but t h e i r share a l s o grew a t the expense o f o the r t h r i f t 

i n s t i t u t i o n s . Between 196l and 1969, d i s t r i c t t h r i f t i n s t i t u t i o n s — the 

S&Ls and a mutual sav ings bank — exper ienced a l a r g e r r e d u c t i o n i n t h e i r 

share o f sav ings d e p o s i t s than those i n the n a t i o n . 
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FIGURE 4 Shares o f N in th D i s t r i c t Sav ings by Major 
F i n a n c i a l I n s t i t u t i o n s - 4 S ta tes (percent ) 
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*Es t ima ted at 4 percent o f d i s t r i c t sav ings f o r 
196l t o 1963. 

V. SAVINGS AND LOAN ASSOCIATIONS AS MORTGAGE LENDERS 

U n l i k e o ther f i n a n c i a l i n t e r m e d i a r i e s wh ich have a wide range of 

loans to make, sav ings and l o a n a s s o c i a t i o n s are l i m i t e d by law t o making 

only mortgage loans to home b u i l d e r s and b u y e r s : they are e s p e c i a l l y des igned 

to f i n a n c e the c o n s t r u c t i o n and hous ing s e c t o r s o f the economy. Mortgage 

l o a n s , t h e r e f o r e , a re the l a r g e s t asse t ca tegory a t S&Ls. As of yea r -end 

1970, mortgage loans at d i s t r i c t S&Ls accounted f o r 85 percen t o f t o t a l 
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a s s e t s , w h i l e c a s h , U . S . gove rnmen t s e c u r i t i e s , and o t h e r a s s e t s , i n c l u d i n g 

FHLB s t o c k s , s h a r e d t h e r e m a i n i n g p o r t i o n o f t h e t o t a l . 

M o r t g a g e l o a n s can be c l a s s i f i e d i n a t l e a s t two d i f f e r e n t w a y s : 

b y t y p e o f p r o p e r t y i n s e c u r i n g l o a n s o r b y t y p e o f m o r t g a g e . The f i r s t 

b reakdown c o n t a i n s f a r m m o r t g a g e l o a n s s e c u r e d b y f a r m l a n d , c o m m e r c i a l l o a n s 

s e c u r e d b y c o m m e r c i a l p r o p e r t i e s , and r e s i d e n t i a l l o a n s s e c u r e d b y r e s i d e n 

t i a l r e a l e s t a t e . R e s i d e n t i a l m o r t g a g e l o a n s c a n be f u r t h e r s u b d i v i d e d 

i n t o two g r o u p s , o n e - t o - f o u r f a m i l y home l o a n s and m u l t i f a m i l y d w e l l i n g , 

i n c l u d i n g a p a r t m e n t , l o a n s . A t t h e c l o s e o f 1 9 6 9 , d i s t r i c t S&Ls h e l d 

n e a r l y o n e - h a l f b i l l i o n d o l l a r s o f m o r t g a g e l o a n s , t h e m a j o r i t y o f w h i c h 

were r e s i d e n t i a l and m a i n l y on s i n g l e f a m i l y , o w n e r - o c c u p i e d d w e l l i n g s . 

The o t h e r c l a s s i f i c a t i o n o f mor tgage l o a n s c o n s i s t s o f FHA l o a n s , 

VA l o a n s , and c o n v e n t i o n a l l o a n s . FHA l o a n s a r e t h o s e i n s u r e d b y t h e F e d e r a l 

H o u s i n g A d m i n i s t r a t i o n — an agency c r e a t e d by t h e N a t i o n a l H o u s i n g A c t o f 

1934 t o i n s u r e l o a n s made b y l e n d i n g i n s t i t u t i o n s u n d e r p r e s c r i b e d c o n d i t i o n s 

They g e n e r a l l y have l o w e r down payments and l o n g e r m a t u r i t i e s t h a n c o n v e n 

t i o n a l l o a n s , b u t t h e b o r r o w e r h a s t o pay a o n e - h a l f o f one p e r c e n t i n s u r a n c e 

p rem ium. VA l o a n s a r e t h o s e g u a r a n t e e d b y t h e V e t e r a n s A d m i n i s t r a t i o n f o r 

r e t u r n i n g v e t e r a n s i n a c q u i r i n g homes . B e s i d e s o t h e r b e n e f i t s , t h i s t y p e 

o f l o a n has l o w o r no down p a y m e n t , l o n g e r a m o r t i z a t i o n , a maximum g u a r a n 

t e e o f a home l o a n o f up t o 60 p e r c e n t o f t h e l o a n amoun t , o r $12 ,500 , 

w h i c h e v e r i s l e s s . The i n t e r e s t r a t e c e i l i n g on V A - g u a r a n t e e d l o a n s 

u s u a l l y i s t h e same as t h e c e i l i n g r a t e o f FHA l o a n s . C o n v e n t i o n a l l o a n s 

a r e t h o s e made by f i n a n c i a l i n s t i t u t i o n s w i t h o u t FHA i n s u r a n c e o r VA g u a r a n 

t e e . They c o n f o r m t o a c c e p t e d s t a n d a r d s , m o d i f i e d w i t h i n l e g a l bounds 

by m u t u a l c o n s e n t o f t h e b o r r o w e r and t h e l e n d e r . A t t h e end o f 1 9 7 0 , c o n 

v e n t i o n a l l o a n s a c c o u n t e d f o r o v e r t w o - t h i r d s o f t h e t o t a l m o r t g a g e l o a n s 
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h e l d by sav ings a s s o c i a t i o n s i n the d i s t r i c t , a p r o p o r t i o n much lower than 

tha t f o r S&Ls i n the n a t i o n as a who le . 

In the past t e n y e a r s , t o t a l mortgage l oans h e l d by FHLB member 

a s s o c i a t i o n s i n the N i n t h D i s t r i c t have doub led . L i k e the growth i n s a v i n g s , 

the i n c r e a s e slowed du r i ng the t i g h t money p e r i o d s o f 1966 and 1969 when 

there was a shor tage of mortgage funds . 

Savings and l o a n a s s o c i a t i o n s are not a lone i n mortgage l e n d i n g . Th is 

f u n c t i o n i s shared w i t h many o the r types o f o r g a n i z a t i o n s : p r i v a t e i n s t i t u 

t i o n s , such as commercial banks , l i f e i nsu rance companies, mutual sav ings 

banks, pens ion funds , nonp ro f i t i n s t i t u t i o n s , c r e d i t u n i o n s , r e a l e s t a t e 

companies, and i n d i v i d u a l s and p u b l i c a g e n c i e s , ma in ly c o n s i s t i n g o f t h e 

F e d e r a l N a t i o n a l Mortgage A s s o c i a t i o n (FNMA), the Government N a t i o n a l Mortgage 

A s s o c i a t i o n (GNMA), and the Fede ra l Home Loan Bank System. However, t h e b u l k 

o f mortgage c r e d i t ou ts tand ing i s p rov ided by o n l y four o f t hese o r g a n i z a t i o n s : 

sav ings and l o a n a s s o c i a t i o n s , l i f e insurance companies, commerc ia l b a n k s , and 

mutual sav ings banks . At yea r -end 1969, they c o n s t i t u t e d f o u r - f i f t h s o f the 

n a t i o n a l t o t a l . Accord ing to the Un i ted S ta tes Savings and Loan League, 

sav ings a s s o c i a t i o n s c u r r e n t l y p rov ide t w o - f i f t h s o f a l l home mortgage c r e d i t 

i n the Un i t ed S ta tes and surpass a l l o ther f i n a n c i a l i n s t i t u t i o n s i n both the 

t o t a l amount of t h e i r home loans ou ts tand ing and the d o l l a r volume o f t h e i r 

p o r t f o l i o s rep resen ted by owner -occup ied homes. 

A l though d e t a i l e d d i s t r i c t mortgage l o a n da ta by a l l t ypes o f 

lenders a re not a v a i l a b l e , the o v e r a l l d i s t r i c t p i c t u r e seems t o have f o l l o w e d 

the n a t i o n a l p a t t e r n . Among the four major l e n d i n g i n s t i t u t i o n s , t o t a l mor t 

gage loans ou ts tand ing at d i s t r i c t sav ings a s s o c i a t i o n s have dominated the 

amount o f the d i s t r i c t ' s t o t a l mortgage l oans ou t s tand ing d u r i n g the past 

decade. However, as F i g u r e 5 shows, t h e i r share at the end of the 8 -year 

p e r i o d was s l i g h t l y lower than at the b e g i n n i n g . S i m i l a r l y , the share o f 
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FIGURE 5 T o t a l Mortgage Loans Ou ts tand ing By-
Major Lending I n s t i t u t i o n s - 4 S ta tes 

1961 S4.0 Billion 

Mutual 

Sources: Federal Home Loan Banks of Des Moines and Seattle; Federal Deposit 
Insurance Corporation; Institute of Life Insurance. 

t o t a l mortgage loans at insurance companies a l s o shrank somewhat over t ha t 

p e r i o d . Commercial banks , on the other hand, rose from t h i r d p l a c e i n 196l 

t o second p l a c e i n 1969 > thus r e c o r d i n g the g rea tes t r e l a t i v e growth i n r e a l 

e s t a t e loans i n t h a t p e r i o d . Of c o u r s e , u n l i k e sav ings and l o a n a s s o c i a t i o n s 

which had almost a l l of t h e i r p o r t f o l i o s i n r e s i d e n t i a l l o a n s , commercia l 

banks ' and insu rance companies ' mortgage loans a l s o i n c l u d e d n o n r e s i d e n t i a l 

l o a n s , such as farm and commercia l p rope r t y mortgages. 

I t would be app rop r i a te t o compare each l e n d e r ' s market share o f 

r e s i d e n t i a l l oans i n p a r t i c u l a r . I t would a l s o be i n t e r e s t i n g t o compare 

t h e i r market shares by types o f mor tgage, t ha t i s , by c o n v e n t i o n a l , FHA, and 

VA l o a n s , i f p o s s i b l e . D i s t r i c t l o a n d a t a used f o r t h i s type of comparison 
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i n c l u d e d t o t a l mortgage l oans a t sav ings and l o a n a s s o c i a t i o n s and mutual 

sav ings banks and r e s i d e n t i a l l oans a t commercia l banks and insu rance companies. 

The l a s t se t o f da ta f o r d i s t r i c t s t a t e s was es t ima ted a c c o r d i n g t o a n a t i o n a l 

f i g u r e o f r e s i d e n t i a l l oans as a percentage o f nonfarm mortgages a t i nsu rance 

companies, s i n c e r e s i d e n t i a l l oans by type o f mortgages a t t hese companies are 

not a v a i l a b l e on a s t a t e b a s i s . One shou ld r e a l i z e , however, t h a t the p r o p o r 

t i o n might be somewhat d i f f e r e n t i n the d i s t r i c t from t h a t i n the n a t i o n . 

F igu re 6 d e p i c t s the share o f d i f f e r e n t c a t e g o r i e s o f r e s i d e n t i a l 

loans h e l d by f o u r major t ypes o f mortgage l ende rs i n the N i n t h D i s t r i c t . At 

FIGURE 6 R e s i d e n t i a l Mortgage Loans Outs tand ing by Type 
o f Mortgage and L e n d e r s , 1969 - k S ta tes 

FHA LOANS 
VA LOANS $1.1 Billion 
$0.6 Billion 

Savings & 
Loan Associations 

Commercial 
Banks 

CONVENTIONAL LOANS 
$4.6 Billion 

Sources: The F&M Annual Reporter, the Farmers & Mechanics Savings Bank of 
Minneapolis. Federal Home Loan Bank ol Des Moines and Seattle; 
Summary Report of Conditions, FDIC; The Tally of Life Insurance  
Statistics. August, 1970. 
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year -end 1969, t o t a l r e s i d e n t i a l mortgage l oans o u t s t a n d i n g a t these i n s t i t u 

t i o n s amounted t o over $6 b i l l i o n , and sav ings and l o a n a s s o c i a t i o n s were the 

l a r g e s t ho lde r o f a l l t h ree t ypes o f mortgage l o a n s . 

V I . CONCLUDING REMARKS 

There i s l i t t l e doubt t ha t mortgage l e n d i n g a c t i v i t i e s a t sav ings 

and l o a n a s s o c i a t i o n s w i l l con t inue t o grow i n the f u t u r e . To what ex ten t 

they expand w i l l ma in l y depend on gene ra l money and c r e d i t c o n d i t i o n s and the 

Fede ra l Government's a c t i o n s t o h e l p the hous ing s e c t o r o f the economy. 

Accord ing t o past e x p e r i e n c e s , sav ings i n f l o w s have been the major 

source o f funds a t sav ings and l o a n a s s o c i a t i o n s . The growth o f mortgage 

loans has t h e r e f o r e been h i g h l y dependent upon the growth o f sav ings d e p o s i t s 

at these i n s t i t u t i o n s . U n f o r t u n a t e l y , however, at t imes o f t i g h t money — 

pe r i ods when money market r a t e s are h ighe r than the maximum r a t e s wh ich can 

be o f f e r e d by t h r i f t i n s t i t u t i o n s — people have tended t o i n v e s t t h e i r money 

i n s e c u r i t i e s i n s t e a d o f sav ings accoun ts . As a r e s u l t , S&Ls have s u f f e r e d 

a s u b s t a n t i a l l o s s i n sav ings i n f l o w s and have thus c u r t a i l e d t h e i r mortgage 

l e n d i n g a c t i v i t i e s . 

A l though S&Ls have i n t e n s i f i e d both borrowings from t h e i r r e g i o n a l 

home l o a n banks and s a l e s o f FHA and VA l oans i n the secondary market i n 

these p e r i o d s , these a d d i t i o n a l funds have not been l a r g e enough t o l i f t the 

depressed hous ing market . The F e d e r a l Government, however, now appears d e t e r 

mined to p rov ide more funds t o the hous ing s e c t o r , as ev idenced by the recen t 

a c t i v e mortgage market p a r t i c i p a t i o n o f the F e d e r a l N a t i o n a l Mortgage A s s o c i a 

t i o n (FNMA o r "Fanny M a y " ) , the Government N a t i o n a l Mortgage A s s o c i a t i o n 

(GNMA o r "Ginny M a y " ) , and the FHLBB, i n c l u d i n g the r e c e n t l y e s t a b l i s h e d 

Fede ra l Home Loan Mortgage C o r p o r a t i o n . These agenc ies have p layed an i n c r e a s 

i n g l y important r o l e i n supp ly ing mortgage funds t o the hous ing s e c t o r i n the 
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past and are expected to p rov ide even g r e a t e r suppor t i n the coming y e a r s . 

Housing c o n s t r u c t i o n , t h e r e f o r e , seems d e s t i n e d to become l e s s dependent on 

swings i n sav ings f lows at t h r i f t i n s t i t u t i o n s a n d , t h u s , l e s s v o l a t i l e i n 

the f u t u r e . 
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