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SUMMARY 

CHAPTER I 

INTRODUCTION 

Many changes in our economy have been reflected in 

the savin̂ js, building and loan industry. The Home Owners' 

Loan Corporation was created by the United States govern

ment in 1933 (p. 14)• The passage and approval on June 

27, 1934, of the National Housing Act was followed by 

the establishment of the Federal Housing Administration 

(p. 15). 

CHAPTER II 

THE PERCENTAGE OF MONTHLY PAYMBSfTS AS RELATED TO MONTHLY 

INCOMES OF ALL BOHR , iS 

PART I 

The 234 loans studied contained 144 borrowers with 

definite, regular incomes, while the remaining 90 had 

indefinite, irregular incanes (p. 18). 

All of the 234 borrowers had an average monthly 

income of $200 (p. IS) and paid an average monthly 

installment of $30, which was 15^ of tlr» income (p. 18). 

The correlation between tl'ie monthly payment and monthly 

income was .23 (p. 18). 

The 144 borrowers with definite, regular incomes 

received an average monthly income of $200 (p. 19) and 

paid an average monthly Installment of J30, which was 

15% of the income (p. 19). The correlation between the 
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monthly payment and the monthly income was .22 (p. 19). 

The 90 borrowers witii indefinite. Irregular Incomes 

received an average monthly income of |193 (p. 19) and 

paid an average monthly installment of |29, which was 

15^ of the income (p. 19). The correlation between the 

monthly payment and the monthly Income was .18 (p. 19). 

PART II 

Thirty of the 234 borrowers, 12.8^, had wives who 

received incomes (p. 20). These thirty borrowers 

received an average monthly income of $242 (p. 20) and 

paid an average monthly installment of $29, which was 

12^ of the income (p. 20). The correlation between the 

monthly payment and the monthly Income was .46 (p. 20). 

The fifteen borrowers in the definite, regular 

income group whose wives received incomes, received an 

average monthly income of $265 (p. 22) and paid an 

average monthly installment of |30, which was 11.4Ĵ  of 

their income (p. 23). The correlation between monthly 

payments and monthly incomes was .22 (p. 22). 

The fifteen borrowers in the indefinite, irregular 

income group whose wives received incomes, received an 

average monthly income of $235 (p. 22) and paid an 

average monthly installment of $29, which was 125̂  of 

the income (p. 22). The correlation between the monthly 

payment and the monthly income was .18 (p. 22). 



SUMMARY CONTINUED 

CHAPTER III 

A STUDY CF LOANS BY BORROWER'S OCCUPATION 

PART I 

Thirty-foxir borrowers have been delinquent, which 

was 155̂  of all the loans (p» 25). 

Nineteen of the 144 borrowers with definite, regular 

incomes have been delinquent, a percentage of 13, whereas 

fifteen of the 90 borrowers with indefinite, irresnilar 

incomes have been delinquent, which was 17^ (p. 28). 

Office workers and professional rtien ranked lowest 

of all vocation groups in the percentage of delinquent 

loans, while barbers and beauty shop operators ranked 

highest (p. 25). 

PART II 

Seventeen per cent of the 24 borrowers engaged in 

two cr more occupations have been delinquent, whereas 

14;̂  of the borrowers engaged in single occupations have 

been delinquent (p. 28). 

Regularly employed borrowers whose wives received 

Incomes had the lowest per cent of delinquent loans, 

which was 13^ (p. 29). 

CHAPTER IV 

A STUDY CF LOANS PROW Tllr': STANDPOÎ rr OF INTEREST RATES 

AND PROPERTY VALUES 

Interest rates on the loans studied varied from 6% 
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to &%• Til© average interest rate of all 234 loans was 

6.56^. Borrowers with definite, regular inccmes paid an 

average rate of 6.56̂ ,̂ whereas those with indefinite, 

irregular incomes paid 6.55^ (p. 31). Regularly employed 

borrowers whose wives received incomes paid an average 

interest rate of 6,25% (p. 32). The 210 borrowers engaged 

in single occupations paid an average interest of 6,b5%, 

while 6.60^ was the average paid by borrowers engaged in 

two or more vocations (p. 32). T]:ie largest per cent of 

loans with a margin of safety paid Q% interoat (p. 35). 

CHAPTER V 

A STUDY OF TIE INDEX OF ACCOMPLISHMENT AND INDEX OF 

ACQUIREK^ENT 

The average loan was |2300 (p. 37). The correlation 

between the amount of the loan and the Index of Accomplish

ment was .63 (p. 37). The correlation between the Index 

of Accomplishment and the Index of Acquirement was .65 

(p. 38). Ths correlation between the Index of Accomplish

ment and the rate of interest was -.42 (p. 39). 

CHAPTER VI 

A STUDY OF LOANS FR M THB: STANDPOINT OF DEPENDENTS 

Borrowers with seven dependents received the largest 

average income (p. 41), and the smallest average loan 

(p. 42). The smallest average income was received by 

the group of borrowers wltîi no dependents (p. 41). The 

largest average loan was granted to borrowers with two 
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and five dependents {p. 42). 

The largest average monthly installment was paid by 

the borrower with nine or more dependents (p. 44), while 

the borrower with seven dependents paid the smallest 

average montiily payment (p. 47). 

Forty-five per cent of all borrowers had less than 

two dependents, while 58^ had two or more dependents (p. 46) 

None of the borrowers with four or more dependents had 

been delinquent (p. 48). Borrowers with no dependents 

had the largest percentage of delinquencies, 20̂ ^ (p. 48). 

CHAPTER VII 

THE DISTRIBUTION OP LOANS BY MONTHS AND YEARS 

Over a period of years the l&rgest number of loans 

were made during the September months (p. 52). There was 

comparatively little difference in the number of loans 

made in the spring and summer seasons; however the summer 

season ranked first (p. 52). The greatest number of loans 

were completed in the calendar year 1939 (p. 50). 

CHAPTER VIII 

MISCELLANEOUS 

Only six loans were delinquent of the 57 that were 

assumed by purchasers (p. 55). 

Five per cent of the 2̂64 loans were secured in another 

person's name (p. 55). Forty-two per cent of this group 

had been delinquent (p. 57). 

The six loans refinanced trirough another loan company 

-̂'» - -̂ ^̂ b̂iquent percentage of 50^, whereas only 1A% of 
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the loans rcfinancod with the saine company were delinquent 

(p. 59). 

Only four borrowers, 2% of all the 234 loans, took some 

kind of action to prevent foreclosure (p. 59), whereas 

this group represented 12^ of the 34 delinquent loans. 

CHAPTER IX 

CONCLUSIONS 

Regularly employed borrowers were more desirable than 

irregularly employed borrowers because they received larger 

monthly incomes, paid larger monthly installments, a higher 

interest rate« a smaller per cent of monthly payment to the 

monthly income, and had a small per cent of delinquent 

borrowers (p. 64). From the standpoint of occupations, 

office workers and professional men were desirable (p. 64). 

Borrowers engaged in a single occupation had a smaller per 

cent of delinquent loans than borrowers with two or more 

vocations (p. 64). Fron. the standpoint of delinquent loans, 

borrowers with four or more dependents were more desirable 

than Ijorrowers with three or less dependents (p. 64). 

CHAPTER X 

HISTORY 

During the period from 1831 to 1936 the savings and 

home loan business was established throughout every state 

in the United States, the District of Columbia, Hawaii, and 

Alaska (p. 66). The war between the states, the westward 

movement, the discovery of gold, all gave impetus to a 

" ' ioh has since swept the nation (p. 67), 
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CHAPTER I 

INTRODUCTION 

The stimulating effect of our federal government's 

activities on the building and loan business prompted 

a statistical study of loans made by a building and 

loan association. 

In the decade from 1931 to 1941 many changes occurred 

in our economy which, in a way, have been reflected in 

thB savings, building, and loan industry. The Home 

Owners' Loan Corporation, created by the United States 

government in 1933 for the purpose of preventing further 

collapse of the mortgage market and continued distress 
X 

to home owners, was probably the first major change 

during the ten year period to be reflected in the loan 

industry. During this tlcoe many home loan institutions 

were trying to liquidate their loans. In 1.;'34 and 1935 

the Home Owners' Loan Corporation refinanced more than 

1,000,000 "distress" mortgages, giving borrowers longer 

periods for repayment and lower ratos of interest tlian 

Employee Handbook, Federal Housing Administration, 
1941, p. 2 
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had been previously available. 

Next in importance was the passage and approval on 

June 27, 1934, of the National Housing Act, followed by 

the establishment of the Federal Housing Administration. 

The act stated that the purpose of the organization was 

"to encourage improvement in housing standards and 
conditicns, to provide a system of mutual mortgage 

3 
insurance, and for other purposes". It provided a simple 

method for achieving home ownership at a cost less than 

the cost under previous methods and within reach of many 
4 

low-income families. 

Although msiny home loans have been made through the 

facilities of the Federal Housing Administration, many 

homes have also been financed throu^ independent loan 

companies. It is the 234 loans made by this type of 

finance Institution which furnished tm data for this 
5 

thesis. It is a specially selected (anonymous) company, 

whose purpose is lending to «ttall borrowers; that is those 

who are usually satisfied with loans ranging from two 

thousand to four thousand dollars. The company preferr'ad 

for the lien to be secured by neat, comfortable cottages, 

designed along lines that make for a family style 

residence with desirable re-sale qualities. It usually de-

Employee Handbook, Federal Housing Administration, 
1941, p. 2 
3 

Ibid., p. 1 
4 

^id., p. 3 
5 

The name of the company is not permitted to be divulged. 
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manded a ^oll built, wisely deiigned house in a desirable 

location, ani in an area with houses of similar price 

range. 

For several years the company has operated according 

to its adopted policies, some of which are as follows; 

1. Approve loans on residence property only. 
2. Seldom if ever, accept a loan over |5,000. 
3. Lend only 2/3 of the appraised value. 
4. Require loans to be repaid in monthly installments. 
6. Liquidate loans in ten to twelve years. 
6. Monthly installments to principal and inter-̂ st, 1% 

of the original loan. 
7. Collect 1/12 of the annual taxes monthly. 
8. Consider the last day of each month as the date 

installments are due. 
9. Allow mortgagee ninety days interest if a loan 

is repaid before maturity date. 
10. Loans may be repaid at any time after one year. 

If they are repaid before one year, ninety days 
extra interest is required. 

In an effort to determine which of the 234 borrowers 

were more desirable Uisn other borrowers, the writer has 

made many analyses wliich have been presented t]:iroughout 

this treatise, "An Analysis of Individual Loans of a 

Building Old Loan A soclation". 



17 

CHAPTER II 

THE PERCENTAGE OF MONTHLY PAYMENTS AS RELATED TO MONTHLY 

INCOMES OF ALL BORROWERS 

PART I 

Many lending committees in ths loan business have 

frequently asked themselves whether a certain loan was 

desirable from the standpoint of tne mortgagee. Often 

tne appraiser had at hand no measure other than his past 

experience on which to base a decision. In recent years 

the amount of the monthly installment in comparison with 

the amount of the borrower's income has been much discussed. 

Probably the same percentage of the monthly income 

could not be wisely allotted to the monthly installment 

of every loan. The individual's buying habits should 

be taken into consideration, p-or example, a prospective 

mortgagor with five dependents, earnii^ ^kbO a month who 

has already pledged |a)0 of M s income, would probably 

be a poor risk if he shoula ada another monthly Installment 

to his already burdensome financial load. On the other 

hand, a prospective mortgagor with no depenaents, no 

debts, am earning J|̂250 a month would probably be an 

excellent risk. 

It was not the purpose of this study to say what per 

cent of income should or shoula not be allotted to month

ly installments of every loari, but the purpose of the 

treatise was to analyze ti» percentages and present 
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tbm facts. Those facts could then be studied by the loan 

appraiser, and from the material presented he cc«ald use . 

his best judgment in determining the amount of loan pay

ments in each individual loan. 

The study of the 254 loans revealed that there were 

144 borrowers with definite, regular incomes, while the 

remaining 90 nad indefinite, irregular Incomes. (Sea 

Table I). 

TABLE I 

The per cent of the monthly Income applied to the 
monthly payment of borrowers regularly and 
irregularly employed. 

Regularly Employed 

Vocation 
Classification 

1. Office Workers 
4. Professional Men 
7. Merchants 
9. Miscellaneous 

Total 
Average 

Irre^ 

Number 

31 
25 
14 
74 
144 

Monthly 
Income 

$150 
167 
250 
200 

200 

T̂ ularly Employed 

Monthly 
Payment 

»28 
30 
29 
31 

30 

Per 
Cent 

18.6 
18.0 
11.6 
15.5 

15.0 

2. Artisans 26 tl^S #27 15.0 
3. Heal Est., Ins., Loans 14 225 36 16.0 
5. Salesmen 17 150 30 20.0 
6. Barbers, Beauty Operators 9 155 30 19.0 
8. Two or More Vocations 24 204 29 14.0 

Total " ^ 
Average 193 29 15.0 

Grand Total 234 

Average 200 30 15.0 

Tlie average monthly income of all the 234 borrowers 

was |200, whereas th« average monthly payment was |30. 

The standard deviation of monthly Incomes was J13.50, 
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whereas the standard deviation for the monthly payments 

was $11.70, which indicates little scatter. The compu

tation of the coefficient of correlation between these 

two variables revealed "r" to be .23, which is compara

tively low and Indicates little association between the 

percentages of the monthly payment and the monthly income. 

The 144 borrowers in the definite, regtilar income 

group, had an average monthly income of $200 and the 

standard deviation was $13.90. They paid an average 

montnly payment of |30 ani the standard deviation was 

|12.40. The computation of the coefficient of correlation 

revealed "r" to be .22, which was sufficiently low to 

indicate littla association between the per cent of the 

monthly payment and the per cent of the monthly income 

of this group. 

T>5e 90 loans in the indefinite, irregular income 

group received an average montlily income of Jl93. The 

standard deviation was $12. 90. This group paid an 

average monthly payment of $29. The standard deviation 

was $12.40. The computation of tlie coefficient of 

correlation revealed "r" to be .18, which not only 

indicated little assoclatiai between the percentages of 

the monthly payment and tlie monthly income, but it was 

also lower than "r" of the definite, regular income group 

of borrowers. There was, however, more assoclat'on 

between the percentages of monthly payments to inco'̂ es 

in the definite, regular Inccme group, than in the 
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indefinite, irregular income group of borrowers. 

The average monthly payment of the 234 loans was 

lb% of the total income. (See Table I). The Federal 

Housing Administration permits monthly installments as 
1 

high as 20^ of the monthly income. In comparison with 

the policy of tie Federal Housing Administration, this 

per cent is comparatively low, and indicates there 

should be fewer delinquent borrowers with the company 

studied than the borrowers approved by the Federal 

Housing Administration. 

The 144 borrowers in the definite, regular income 

group spent 15^ of their total monthly incomes for month

ly installments. (See Table I). 

The 90 borrowers In the indefinite, irregular income 

group also spent \h% of their monthly incomes for month

ly Installments. (See Table I). 

The data of the loans studied revealed that on an 

average the regularly employed borrowers received a 

larger monthly income and paid a slightly larger monthly 

payment, however they paid the same per cent of monthly 

payment to the monthly income as the irregularly employed 

borrowers, 

PART II 

TliE PERCENTAGES (F MONTHLY PAYMENTS TO MONTHLY INCOMES 

OP BORROW^SS WHOSE WIVES RECEIVED INCOMES 

Thirty of tlie 234 borrowers, 12.8;̂ , had wives who 

Advice from George Reinliardt, then employed in the 
r>«>i)̂A/«ti> »-kH*Y%al Hous Inr Administration office. 
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received incomes. (See Table II). The average monthly 

Income of these thirty borrowers was J242, with a standard 

deviation of $14.50, which is an indication of little 

scatter. They paid an average l̂onthly payment of $29, 

(the standard deviation was |11.10), which was 12^ of 

the monthly Income. This percexitage was much lower than 

the 15^ revealed in Table I for all th» borrowers. The 

computation of the coefficient of correlation revealed 

"r" to be .46, which showed a much better association 

between the per cent of the monthly payment and the 

monthly income than the "r" of all 234 loans, which was 

.23. 

In the definite, regular income group there were 

fifteen borrowers, lO.Sji of the group total of 144, whose 

wives received incomes. (See Table II). The average 

monthly income of these fifteen borrowers was $265 and 

they paid an average monthly installment of $30, which 

was 11.4Ĵ  of their income. The standard deviations 

were $11.40 and $11.80 respectively. Tl:ie computation 

of the coefficient of correlation revealed "r" to be .68, 

which was a high "r" and indicated the two variables 

vary together. There was a much better association 

between the per cent of the monthly payment and the 

monthly income of the borrowers whose wives received 

Incomes than there was of all the 144 borrowers regularly 

employed, which was .22. 

In the Indefinite, irregular Income group, there were 
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fifteen borrowers, 16.7;̂  of the group total, whose wives 

received incomes. (See Table II). The average monthly 

income of these fifteen borrower* was $235, and they paid 

an average monthly payment of $29, which was 12^ of the 

income. ThB standard deviations were $19.40 and $8.00 

respectively. Tl̂ e computation of the coefficient of 

correlation of these two variables revealed "r" to be 

.13, a very low correlation, but which compares favorably 

with the "r" of all 90 loans, .18. 

Tiie average monthly payment of the thirty borrowers 

whose wives received incomes was $29, which was slightly 

smaller than the |30 monthly payment peiid by a 11 borrowers. 

(See Tables I and II). This per cent is lower than the 

per cent of all 234 loans, 15^. 

The average monthly payment of the fifteen borrowers 

in the definite, regular income group whose wives received 

incomes, was $30, whereas the fifteen borrowers in the 

indefinite, irregular income group whose wives received 

incomes paid an average monthly payment of only $29. 

(See Table II). 

Although the fifteen borrowers in the definite, regular 

income group whose wives received incomes, received a higher 

average income ($265) than the indefinite, irregular income 

group ($235), the lowest per cent oT monthly payments to 

monthly incomes was paid by th* fifteen borrowers in the 

definite, regular income group whose wives received incomes. 

Therefore, the data Justifies the conclusion that borrowers 

with regular incomes whose wives also received Incomes, 
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spent a smaller portion of their incomes for installment 

home loan payments than the borrowers with indefinite, 

irregular incomes. 
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1 
4 
7 
9 

2 
3 
5 
6 
8 

31 
25 
14 
74 

144 

26 
14 
17 

9 
24 
90 

CHAPTER III 

A STUDY OF LOANS BY BORROWER'S OCCUPATION 

PART I 

Tiis 234 borrowers have been grouped into nine occu

pational classifications as follows: 

Vocation Regular Irregular 
Classification Class Income Income 

Office Workers 
Professional Men 
Merchants 
Miscellaneous 

Artisans 
Real Est., Ins., Loans 
Salesmen 
Barbers, Beauty Operators 
Two or More Vocations 

Total 

A d i v i s i o n of tlfi borrowers was made to f a c i l i t a t e a study 

of loans from the standpoint of the borrower's occupation. 

Lending committees have wondered many times whether or 

not a prospective borrower's occupation was desirable 

from the standpoint of the mortgagee. From past experiences 

the committee tried to recall whether the majority of 

borrowers of certain vocations paid their Installments 

promptly. Do lawyers pay promptly? Are school teachers 

a desirable occupational group to lend to? What about 

artisans, office workers, real estate and insurance borrowers, 

and salesmen? On down the list of occupations, lending 

committees tried to decide which were desirable and which 

were undesirable. These questions were reviewed almost 

daily by persons engaged in the loan business. 
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If a borrower paid his monthly installLients promptly 

his loan was usually considered a desirable loan without 

further qualification. 

A study of the 234 loans revealed 34 borrowers had 

been delinquent at so!T!e time during the life of the loaji. 

(See Table III). 

TABLE III 

The number of persons in each occupational 
class and the per cent delinquent. 

Vocation Number Per 
Classification Number Delinquent Cent 

All 
Office Workers 
Artisans 
Heal Est., Ins., Loans 
Professional Men 
Salesmen 
Barbers, Beauty Operators 
Merchant a 
Two or More Vocaticais 

Miscellaneous 

This group of thirty-four was 15% of all the 234 loans. 

Class nine, miscellaneous, had the greatest niimber of 

delinquent loans, 12; however, since there were 74 

borrowers in this class, it does not contain the highest 

per cent of delinquencies. That distinction was accredited 

to class six, barbers and beauty operators, which showed 

22Ĵ  of the borrowers in that class had been delinquent. 

Ths moat interesting: feature of this observation was that 

the fewest number of loans were in this class. Gunh a 

condition might indicate tiiut thjs lending committee had 

purposely avoided loans to prospective borrowers from 

234 
31 
26 
14 
25 
17 
9 
14 
24 
74 

34 
5 
5 
2 
2 
2 
2 
2 
4 
12 

15^ 
lo;̂  
19^ 
14^ 
ei 

12% 
22% 
14< 
17^ 
ie% 
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this occupation group, having doubted their ability to 

repay monthly installments. 

The lowest per cent of delinquencies was &%, class 

four, professional men, with 25 loans. The second lowest, 

10^, class one, were office workers. This class had 31 

loans, the largest of all classes except class nine, 

miscellaneous, which may be expected to contain the 

greatest number of loans. (See Table III). Since those 

claases with the fewest delinquent borrowers contained 

large niimbers of loans, it might be concluded that the 

lending committee of thiic particular loan company were 

experienced, or they were excellent Judges of prospective 

borrower's abiliti'̂ s to pay monthly Installments when due. 

There was also a large number of loans in class two, 

artisans, with a delinquent percentage of 19, the second 

highest delinquency percentage in the entire study. Since 

the lending committee showed wisdom in lending to class 

four, professionals, it was difficult to understand why 

80 many loans were made to borrowers of class two, whose 

incomes were irregular to a great degree. A suggested 

explanation of this fact is thst although the lending 

committee may have been aware of the lack of ability of 

this class of borrowers to pay monthly installments, it 

could not dlplOTnatlcally refund to make so roe of the loans. 

Artisans arc frequently in a position to rccorr.nend a lend

ing institution to a prospoctlvr borrower, and they nearly 

always know the amount of tha loan rranted. If, at n 

future date the artisan should decide to buill a house 
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and use the same plans and specifications his friend used, 

he would naturally expect to be granted as much loan as 

his frieni got, â̂ ovlded the house was erected in a desir

able location. Should the lendli^ committee reject his 

application for a loan, or materially reduce the amount 

requested, the artisan probably would feel offended. In 

such an instance, more than likely lie would refrain from 

freely recommending that particular lending institution 

to future prospects. In tlils case, the lending committee 

must decide whether to retain the good will of the artisan 

by granting the loan and taking a chance on absorbing a 

Iocs, or of worrying along with the loan to maturity or to 

some future date when the title may be conveyed to someone 

else; or greatly reduce the amount requested, thereby antago-

^^E^ng the artisan to such a point that he will not recommend 

tlie lending institution to his friends and acquaintances. 

Which procedure WCJUICL result in the greatest profit to 

the finance company? Possibly the decision to approve the 

loan to the artisan would result in greater profits to the 

company because there is the possibility any loss or extra 

expense incurred in connection with the loan would bo 

many times offset by tlio profits made on the loans the 

artisan may send to the company. 

Class five, salesmen, ranked third lowest in the per 

cent oX' delinquencies. Seventeen loans wei'e made to borrow

ers of this vocational classification, with a delinquent 

per cent Q£ 12. T-o uuxt l*u 1:* order, classes tliree, 

real estate, insurance and loans, and seven, mercantile, 



Z9L 

tied with a delinquent percentage of 14. Fourteen loans 

were granted to borrowers in each of these vocation groups. 

Sixth place was occupied by class nine, miscellaneous, 

with 16,*̂  delinquent. TMs was the largest group, 74 loans 

having been made to borrowers of this vocational classification. 

PART II 

A STUDY OF BORROWERS ENGAGED IN TWO OR MORE OCCUPATIONS 

Class eight, borrowers wltii two or more vocations, 

ranked seventh with 17% delinquent. Twenty-four loans were 

made to borrowers of this class. Although they were engaged 

in two or more occupations, the comparatively high per cent 

of delinquencies indicated there either was not enough 

income to care for all obligations when due, or a sizable 

portion of the borrowers in this class were careless about 

paying their obligations. 

Fifteen per cent of all the loans have at one time or 

another been delinquent. Nineteen of the 144 regularly 

employed, or 135̂ , have been delirquent. Fifteen of the 90 

irregularly employed borrowers, which was 17̂ ,̂ have been 

delinquent. (See Table IV). ThiC thirty whose wives received 

incomes, had seven delinquent loans, which was 23^, --an 

amazingly high figure when compared with the delinqvent per 

cent of all loans, 155̂ . The group of thirty borrowers 

whose wives received Incomes, contained fifteen who were 

regularly employed,—two of whom were delinquent, which 

was 135̂ . The fifteen who were irregularly employed con

tained 5 delinquencies, whicli was ZZ%, a very high per 

*. *--"--̂  (See Table V). 
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TABLE IV 

The number and per cent of delinquent borrowers 
by single and double occupations. 

Group Number Number Delinquent Per Cent 

All 234 34 15Ĵ  
Single 210 30 1^% 
Double 24 4 17^ 

TABLE V 

The number and per cent of delinquent borrowers 
whose wives received incomes. 

Group Number Nximber Delinquent Per Cent 

All 30 7 23% 
Regular 15 2 13̂ ^ 

Irregular 15 5 35% 

Thirty of the 34 delinquent borrowers, 14t%, were 

engaged in a single occupation. The 24 borrowers engaged 

in two or more vocations contained four delinquent loans, 

which was 17^. (See Table IV). 

The data in this chapter revealed a relation between the 

borrower's occupation and his ability to pay monthly payments. 

The computations revealed the desirability as follows: 

Rank Number Occupation % Delinquent 

Professional Men Q% 
Office Workers lOĴ  
Salesmen 12^ 
Real Est., Ins., Loans 14^ 
Merchants 1A% 
Miscellaneous 16^ 
Two Vocations or More 17̂ ^ 
Artisans 19> 
Barbers, Beauty Operators 22< 

Five classes, consisting of 101 loans, had delinquent 

percentages below the average of all loans, 15%, The other 

four classes, consisting of 133 loans, were above that figure. 

Class 
Class 
Class 
Class 
Class 
Class 
Class 
Class 
Class 

4 
1 
5 
3 
7 
9 
8 
2 
6 

(tie) 
(tie) 

All 

25 
31 
17 
14 
14 
74 
24 
26 
9 

234 
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CHAPTER IV 

A STUDY OF LOANS PROM THE STANDPOINT OF INT ,T RATES 

AND PR-..PERTY VALUES 

In an effort to determine the desirableness of loans, 

the interest rates were studied. What, other than fixed 

conditions, affects the rate of interest? Do the more 

desirable loans get a lower rate of interest? Do loans 

with a margin of safety carry a lower rate? (Loans with a 

margin of safety are desirable because the loan was made for 

less than the amount of loan the property warranted. A full 

loan is less desirable because it was made for the maximum 

amount the property warranted.) 

Interest rates on the 234 loans varied from 6% to 8^. 

The distribution was as follows: 

6.0^ 99 
6.5Ĵ  28 
7.05̂  98 
8.05̂  9 

Total 234 

The weighted average interest rate of all 234 loans was 6.56j<. 

The 144 borrowers with definite, regular incomes paid 

an average rate of 6.56^, wliereas the 90 in the indefinite. 

Irregular inccme group paid 6.55ji interest. (See Table VI). 

TABLE VI 

The average rate of interest paid by borrowers 
regularly and irregularly employed. 

Group Number Avera^^e Rate 

All 234 6.56JC 
Regular 144 6.565̂  
Irregular 90 6.55Ĵ  

A study of the thirty borrowers whose wives received 
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incomes revealed higher and more widely scattered interest 

rates. Th^ avera^je interest rate for the total of thirty 

was 6.45^. Fifteen of this group of thirty received defi

nite, regular incomes, whereas the other fifteen received 

indefinite, irregular incomes. The fifteen with regular 

incomes paid an avera£^e rate of Ct,2Z%, while the fifteen with 

irregular incomes paid an average of 6.67^. (See Table VII). 

TABLE VII 

The avera> e interest rates paid by regularly and Ir
regularly employed borrowers whose wives received 
incomes. 

Group Ntimber Averare Rate 

All 30 6.455̂  
Regular 15 6.23;̂  
Irregular 15 6.675̂  

The distribution by income classification and interest 

rates was as followsf 

Intereat Rate Regular Incomes Irregular Incomes 

6.05< 10 6 
6.5^ 3 
7.0^ 2 8 
8.0^ _^ 1 

Total "T5 l5 

Average Rate 6.23ji 6.67^ 

There were 210 borrowers engaged in single occupations. 

This group paid an average Interest rate of 6.55̂ .̂ The 

remaining 24 borrowers were engaged in two or more occu

pations and paid an average rate of 6.60;;̂  interest. (See 

Table VIII). The distribution was as follows: 
Intereat Rate Single Occupation Double Occupation 
6.0J< 91 8 
e.5% 25 3 
1.0% 85 13 
^*^% ._g -

Total ror T T " 
Average Rate 6.55J< 6.605< 
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TABLE YIII 

The average interest rates paid by borrowers 
of single and dciible occupations. 

Group NTjmber Average Interest Rate 

All 234 6.56 
Single 210 6.56 

Double 24 6.60 

In an effort to detei'mine the desirableness of loans, 

the Index of Accomplishment and Index of Acquirement were 

employed as a measure of property values and the margin of 

safety. The Index of Acquirement minuti the Index of Ac-

complishaaent were used to indicate the fullness of the loan. 

A full loan was considered undesirable, whereas a loan that 

was not full indicated a margin of safety and was desirable. 

Tli© Index of AccomplisJiment was computed by using the 

monthly tax payment as a base and letting J6 equal lOOji. 

©» Index of Acquirement was arrived at by using the amount 

of tiie loan as 44 basis for computing what the taxes would 

be if ti»amount of the loan was a true indication of the 

value of the prop-arty. If the real tax was greater than 

tiie amount of the loan indicated the tax should be, the 

difference would bo a minus, an indication of a margin of 

safety in the loan. On ttw* otrier hand, if the real tax 

was less than tl-B amount of the loan Indicatea the tax 

should be, then tij© difference would be a plus, an indi

cation tiJit the loan was full anu undesirable. In other 

words, the lending co.i ittee permittea tne loan to exceed 

66-2/3^ of tne value of the security. Probably the most 

ordinary cause for errors 01 this type was based on high 

appraisals by the lending committee. Because of such 
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Inaccurac ie s , the Index of Accomplishment and the Index 

of Acquirement were used to arrive at the value of the 

property, rather than the value placed by the borrower 

or the appraiser. 

The fo l lowing is an i l l u s t r a t i o n of the use of i n 

accurate appra i sa l s : If a $6,000 property was appraised 

by the lending committee for $9,000, and assuming the loan 

company lends 66-2 /3^ of the appraised value , based on 

the accurate appraisal the borrower would rece ive a $4,000 

loan . Based on the inaccurate , high appraisa l , $6,000 

would be loaned. With t h i s I l l u s t r a t i o n as a basis for 

computing the Index of Accomplishment and the Index of 

Acquirement, the fo l l owing condition e x i s t e d . The rea l 

tax on a $4,000 loan was $8.35 a month. Since $6 equals 

lOOj ,̂ the Index of Accomplishment was 1385l». The loan 

amounting to $6,000 granted on the high appraisa l , required 

a tax of $13.38 a month. This f igure produced an Index 

of Acquirement of 22251̂ . The Index of Acquirement, 222^, 

minus the Index of Accomplishment, 138%, l e f t a plus 

d i f f erence of 84j6, which means the loan had no margin of 

s a f e t y . In t h i s case there was a high degree of f u l l n e s s 

and the loan was undesirable . 

If we assumed that the more desirable l oans , those with 

a margin of s a f e t y (minus), got a lower rate of i n t e r e s t , 

than the f u l l loans , those l e s s desirable ( p l u s ) , should 

have got ten a higher rate of i n t e r e s t ; therefore , the 

h ighes t per cent of minus loans should appear in the 6% 
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group and the lowest pg? cent of minus loans in the Q% 

group. Such a condition absolutely did not exist in the 

data studied. In fact, the exact opposite condition 

existed. The distribution was as follows: 

Number Interest Mtimber Per Number Per 
I^oans Hate Minus Loans Cent Plus Loans Cent 

99 6.0 62 63^ 37 375^ 
28 6.5 20 71% a 29% 
98 7.0 46 47^ 52 53% 

9 8.0 7 78% 2 225i 

According to this theory t>ie highest per cent of minus 

loans should fall in the 6% and 6.5^ Interest groups, and 

the lowest per cent of minus loans should appear In the 

1% and Q% groups; however, the facts revealed the 7% and 

&% groups contained the highest and the lowest per cent of 

minus loans. Likewise, the 7^ and Q% groups should include 

the highest p«' cent of plus loans. Again these two groups 

contained the lowest pe? cent In the &% class, and the 

highest per cent in the 7% class. In this case, the lowest 

per cent of loans should appear in the 6% class; however, 

the reverse is true: the lowest appears in the S% class. 

On the basis of the facts revealed by the data, there 

was no foundation for the contention that desirable loans 

bear a lower interest rate than undesirable loans. The 

data seem to be so completely awry that they indicate that 

the interest rates might be based on the maximum rate that 

een be secured. 

The computation of the correlation between tne fullness 

of loans and the rate of Interest revealed "r" to be .16. 

Such a low flcrure Indicated practically no correlation 
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between the two, a verification of the conclusion in the 

previous paragraph. 

The Homestead Law in Texas permits the exemption of 

state taxes on homesteads up to an assessed valuation of 

$3,000; therefore, there could be a variation of 21,̂  in 

the Index of Acquirement for it was impracticable to 

determine whether or not properties were homestead 

properties since that status could change at any time. 

Tim tax rates and bases for the four taxing divisions 

for 1940 were: 

Municipal i ty Tax Rate Assessment 

S t a t e 69^ per | 100 60Ĵ  of the appraised value 
County 50^ per $100 60^ of the appraised value 
City $1 per $100 66-2/35^ of the appraised value 
School 95/^per $100 66-2 /3^ of the appraised value 

The t o t a l tax rate for 1940 waa i,3.14 a hundred d o l l a r s 

a s s e s s e d value on non-homestead property, and $2.45 a 
1 

hundred d o l l a r s a s ses sed value on homestead property. 

1 
Advice from the Luhbock City, School, and State and 

County Tax oifices. 
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CHAPTER V 

A STUDY OF TliE INDEX OF ACCOMPLISHMENT AND INDEX OF 

ACQUIRiaiENT 

Tiie Index of Accomplis^iment was used as a true indi

cation of the real value of a property because the Index 

of Accomplishment was based on the actual amount of taxes 

distributed on a monthly basis; consequently the Index of 

Accomplishment should be closely associated with various 

aspects of loans. This statement was partially proved by 

the computation of several correlations which are presented 

throughout the chapter. 

The correlation between the amount of the loan and the 

Index of Accomplishment of all 234 loans revealed "r" to 

be .63, which was high enough to show a definite associ

ation between the two factors. This high correlation also 

indicated a comparatively high degree of accuracy by the 

lend:tng committee in appraising property. If the lending 

committee consistantly granted loans on iiigh appraisals, 

there would be little association between these two factors. 

The median of the amount of all loans was $2300 while 

the median of the Index of Acccwiplishment was .83. These 

two figures show amajing results,— an almost erfect 

relationship. A $2300 loan, if based on a perfect appraisal, 

would be secured by a house worth $3450. The taxes, when 

computed according to thr formulas used by tiie four tax 

offices, were found to be $55.20 a year, or about $4.75 a 

month. Applying $6 as 1005̂  (See Chapter IV, p. 33), the 

$4.75 monthly tax produced an Index of Accomplishment of 
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approximately 80^, which was almost a perfect relationship 

since fractions had been carried to only one or two decimals. 

The standard deviations were |19,50 for the median 

loan, and 14.4^ for tlie Index of Accomplishment, 

The Index of Accomplishment and tl:© Index of Acquire

ment (See Chapter IV, p. 33) should bear a very close 

relationship to each other if the lending conmiittee was 

accurate in their appraisals on the majority of loans. 

These two factors cannot reasonably be expected to be 

absolutely perfect in their relationships because an 

appraiser cannot always appraise a property to the exact 

penny of its worth. Over a period of time, and a number 

of loans, the appraisals should be close to the exact 

value. 

TiiC computation of the correlation between the Index 

of Accomplishment and the Index of Acquirement revealed 

"r" to be .65, which was sufficiently high to Justify the 

statement that there was a high degree of association 

between the two variables. This correlation also indicated 

a high degree of accuracy of the lending committee's 

appraisals, which means, of course, that the majority of 

loans were exceptionally close to the amount of loan the 

vali-ie of the property Justified. 

The median of the Index of Accomplishment was ,83 

while the median of the Index of Acquirement was .75. 

The Acquirement median of .75 minus the Accomplishment 

median of .83 left a difference of -.08, which is in 

line with the study of the interest rate, Index of 

-•̂  and Index of Acquirement in Cliapter IV. _^ n *—v, 
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The standard deviations were 14.4Ĵ  for the Index of 

Accomplishment and 13.SĴ  fcr the Index of Acquirement. 

The computation of the correlation between the Index 

of Accomplishment ana the rate of interest revealed "r" 

to be -.42, which was too low to Indicate any significant 

tendency of the two variables to vary together. Since the 

figure was a minus it indicated an inverse correlation. 

Tne median of tiie Index of Accomplishjment was .83; 

whereas the median of the intereat rate was 6,5%, The 

standard deviations were 14.4̂ ^ and 18.8^ respectively. 

Another Inverse correlation existed between the Index 

of Accomplishment and the fullness of the loan. This 

computation revealed practically nothing not already found 

from previous tests* In a sense, the Index of Accomplishment 

was part cf tlie fullness because fullness was the difference 

after the Index of Accomplishment was subtracted from the 

Index of Acquirement. Since the majority of the cases 

were found to be in the minus group (See Chapter IV, Table, 

p. 34), this correlation could be expected to be a minus. 

The Accomplishment median was .83 whereas the fullness 

median waa 2.92. This median Indicated that of the loans 

with fullness, the fullness was only slightly above the 

amoiuit of loan the value of the property Justified. 

The Accomplishment standard deviation was 14.4,̂ ^ but 

the fullness standard deviation was 6.6J<. 

In this study all comparisons were made according to 

the Index of Accompl ls>iment because It was a fixed factor 

of each loan. The Index of Acquirement was not used because 
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it was a computed figure and subject to a lesser degree 

of accuracy for two reasons, namely: 

(a) A high margin of safety intentionally caused 
by the borrower, and 

(b) An error in the appraised value by the lending 
committee. 
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CHAPTER YI 

A Ŝ i'UDY CF LOANS FROM TIE STANDPOINT OP DEPEMDEITS 

Are dependents a significant measure of a tentative 

borrower? How much information does the number of de

pendents give about a borrower? Is the number of de

pendents a measure of how much incor..e a borrower may be 

expected to earn? Is there any difference between the 

average loan of borrowers with no dependents and those 

with nine dependents? In other words, does one know 

anything of importance when one knows how many dependents 

the borrower has? The tables in this chapter were pre

pared from the data available on the 234 loans in an effort 

to analyze loans made to borrowers with a varying number 

of dependents. 

The average montnly income of all borrowers was $200. 

All groups exceeded this amount except borrowers with no 

dependents and those wlt/i three dependents. The borrowers 

witii a larger number of dependents had larger Incomes than 

those with no dependents. The borrower with 7 dependents 

received tlie largest income, |340, followed by incomes 

of |.550 and $400 by those with six and more than nine 

dependents respectively. Next in order was those with 

five, two, one, four and three dependents, with average 

monthly incomes of ^265, $200, $200, $200, and $175 

respectively. Laat, witn the smallest median monthly 

Income of $125 was the group with no dependents. (See 
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Table IX). Based on responsibility and need, those with 

few dependents probably should have had smaller Incomes 

because their expenses should have been less th&n the 

borrowers with a larger number of dependents, provided 

they all maintained a like standard of living. 

TABLE IX 

The median income, the number of borrowers, and 
the nvimber of dependents. 

Number 
Dependents 

A l l 
None 
One 
Two 
Three 
Fcmr 
Five 
Six 
Seren 
Eight 
Nine and Over 

Number 
Borrowers 

234 
30 
75 
66 
45 
17 

8 
2 
X 
0 
1 

Median 
Income 

$200 
125 
200 
200 
175 
200 
265 
550 
840 

0 
400 

Although borrowers with seven dependents received 

the largest averatie income, they secured the smallest 

average loan of $1600, which ranked 9th. The average 

loan of all the 234 borrowers was |2300. Loans of 

borrowers with two and five dependents averaged the high

est with $2500. Closely following the highest were the 

groups with one dependent, and no dependents, with average 

loans of $2350 and $2250. There was no difference between 

the average loans f cr5th and 6th places held by borrowers 

of three and six dependents each, for their loans were 

$3225. Borrowers with four dependents ranked 7th with 

an avera.re loan of 42I0O. Borrowers with nine or more 
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dependents ranked 8th with an average loan of $2000. It 

was interesting to note that borrowers with the largest 

number of dependents secured the smallest loams. (See 

Table X). 

TABLE X 

Tlie median loan, the number of borrowers, and the 
number of dependents. 

Number 
Dependents 

All 
None 
One 
Two 
Three 
Four 
Five 
Six 
Seven 
Eight 
Nine and Over 

Number 
Borrowers 

234 
30 
76 
55 
45 
17 
8 
2 
1 
0 
1 

Median 
Loan 

$2300 
2250 
2350 
2500 
2225 
2150 
2500 
2225 
1600 

0 
2000 

The average monthly payment for all 234 loans, $30, 

was exceeded by the borrower with nine or more dependents 

by a wide margin, with a monthly .payment of $36.25. (See 

Table XI). Although the loan averaged next to smallest, 

the highest average monthly payment was paid. The data 

revealed nothing unusual about this loan which would offer 

any explanation for such a high installment, unless the 

borrower's age, C6, was the cause. The loan had been 

regular in every way, had never been delinquent, and little 

correspondence had been written, facta indicating that 

it rttta not a nuisance loan. It is possible, however, that 

tb9 borrower may have requested a comparatively large 

monthly instailmont so that foA^r dollars would have been 
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paid for interest. 

The smallest average payment of $25 was paid by the 

borrower with seven dependents. Since this borrower 

secured the smallest average loan, he should have been 

entitled to the lowest monthly payment. The order of 

rank appears below: 

Number 
Dependent 

0 
1 
2 
5 
4 
5 
6 
7 
8 
9 

(no 
and 

8̂ 

loans) 
Over 

Median 
Loan 

4 
3 
1 (tie) 
5 
7 (tie) 
2 
6 
9 
-

8 

Median 
Payment 

5 
3 
8 (tie) 
4 
7 
2 (tie) 
6 
9 
-

1 

Because the company's repayment policy was for loans 

to be repaid at the rate of 1;̂  of the principal each 

month, plus l/l2 of the taxes, the rank of the classifi

cations by dependents should not vary much unless there 

had been deviation from the company's policy. 

There were only two groups that deviated widely, the 

most striking having already been discussed. A more 

detailed observation of tie actual dollar amounts of the 

otiier group, borrowers with two dependents, revealed 

nothing serious, especially since the group ranked normal 

in income. The dollar amount of the average loan was 

$2500, (See Table X), while the average payment was $26.50. 

(See Table XI). The monthly installment to principal 

and interest for this size loan should be approximately 

$25, plus five cr six dollars for taxes, making the total 
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monthly payment 30 or 31 dollars, which was a little 

more than the median monthly Installment for the group. 

TABLE XI 

Tlie number of borrowers, the number of dependents, 
and the median monthly payment per borrower. 

Niimber 
Dependen t s 

A l l 
None 
One 
Two 
Three 
Pour 
Five 
Six 
Seven 
Eight 
Nine or More 

Number 
Borrowers 

234 
30 
75 
55 
46 
17 

0 
2 
1 
0 
1 

Median Monthly 
Payment 

$30.00 
28.50 
29.00 
26,50 
29.00 
27.00 
35.00 
28.00 
25.00 
00.00 
36.25 

One hundred five borrowers had less than two dependents. 

These cases consisted of the ones with one dependent, 

usually a wife, or no dependents. The remaining 129 

borrowers had 2 or more dependents, consisting of wives, 

children, relatives, or others. (See Table XII). 

TABLE XII 

The number and per cent of borrowers with l e s s 
than two dependents, and two or more dependents. 

Group Number Per Cent 

All 234 100 
Leas than two dependents 105 45 
Two or more dependents 129 55 

Ninety-three of the 105 borrowers with one dependent 

or none, 895<, were engaged in a single vocation. The 

remaining 12 of this group, lljt, receWed Incomes from 

two or more vocations. (See Table XIII). The 129 
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borrowers with two or more dependents varied little from 

borrowers with one dependent or none. One hundred seventeen 

were engaged in one occupation, 91Ĵ , or an Increase of 

2.13^. (See Table XIV). 

TABLE XIII 

The per cent distribution of borrowers with less 
than two dependents, by single or double occupation. 

Group Number Per Cent 

All 105 100 
Single Occupation 93 89 
Double Occupation 12 11 

TABLE XIV 

The per cent distribution of borrowers with two or 
more dependents, by single or double occupation 

Group Number Per Cent 

All 129 100 
Single Occupation 117 91 

Double Occupation 12 9 

In other words the number of dependents had little 

or no effect on Aether the borrower secured income from 

one or more vocations. 

Wives of 30 of the borrowers received incomes, 18 of 

which, 60;î, belonged with the 105 borrowers who had one 

dependent or none. The wives of the remaining 87 borrowers 

of this group had no incomes. Table XV revealed percentages 

of 17 and 83 respectively. The difference between these 

percentages and t.iose borrowers with two or more dependents 

whose wives received incomes was noteworthy. Only 12 of 

the 129 borrowers in this class had wives who received 
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Incomes, which was 40^ of the total of 30. These 12 

represented 9% of the class total. The wives of 117 

borrowers received no income, which was 91^ of the total 

of 129. (See Table XVI). 

TABLE XV 

The per cent distribution of borrowers with lass 
than two dependents and the number of wives who 
did and did not receive incomes. 

Group Number 

All 
Wives Received Incomes 
Wives Received No Incomes 

106 
18 
87 

Per Cent 

100 
17 
83 

TABLE XVI 

The per cent distribution of borrowers with two 
or more dependents and the number of wives who 
did and did not receive incomes. 

Group Number Per Cent 

All 
Wives Received Incomes 
Wives Received No Incomes 

129 
12 
117 

100 
9 
91 

The above figures verified the statoiaent that in 

families where there is a large number of dependents, 

the wife is not likely to be engaged in remunerative 

employment. 

The data revealed that none of the borrowers with 

four or more dependents had ever been delinquent, whereas 

205̂  of the borrowers with no dependents have been 

delinquent. (See Table XVII). 
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CHAPTER VII 

THE DISTRIBUTION OF LOANS BY MONTHS AID YEARS 

In an effort to difccover the peak months, the peak 

periods of each year, and the peak years of the loan 

business. Tables XVIII and XIX were prepared. 

During the period from Jixne 1933 to May 1939, the 

greatest number of loans were made, totaling 71. The 

periods from June 1937 to May 1938 with 58 loans closed, 

and June 1939 to May 1940 with 57 loans, competed 

closely for 2nd and 3rd places. Fourth place was held 

by the period from June 1936 to May 1937 when 31 loans 

were closed. Loans in all other periods were insignifi

cantly small. 

By calendar years, 70 loans were made in 1939, 69 in 

1938, and 42 in 1937, with all other years bearing an 

insignificant relation because of the few loans closed. 

The study ended with August, 1940; however, in the first 

five months of 1940, 17 loans were made. Had this pace 

continued throughout the year, 40 or 41 loans would have 

been closed. 

The peak month, according to the number of loans 

closed by months, waa September, with 31 loans. The 

month of July was a close second with 29 loans closed 

during the period from April 1929 to May 1940. (See 

Table XIX). The order of rank by months was as 

follows I 

TEXAS lECHNOLOGICAL COUtGE U8BARY 

LUBBOC^ TtXAS 
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Jank Month Number Loans 

1 September 31 
2 July 29 
3 May 25 
4 April 21 
5 Aufnist 20 
6 December (tie) 19 
7 March (tie) 19 
8 June 18 
9 January (tie) 14 

10 October (tie) 14 
11 February 13 
12 November 11 

Total 234 

The seasonal variations were as follows: 

Rank Season Number Loans 

1 Summer 67 
2 Spring 65 
3 Fall 56 
4 Winter 46 

Total ""534 

This particular loan company paid dividends the last 

day of June aiot December of each year. From tl^ 1st to 

the 10th of July and January a special campaign was in 

progress to persuade people to Invest their surlus savings 

with the company. For this reason the company received 

more funds for lending purposes during January and July. 

It might be expected that more loans would be made during 

those months. July ranked high, second place; however, 

January ranked comparatively low, tying for 9th and 10th 

places. 

Since September ranked first and January ranked 9th 

or 10th, there seemed to be no definite relation between 

th§ number of loans ap roved and the savings deposits 

received during the campaign launched after dividend 
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payment dates. 

The average size loan for the four peak periods 

followed the same order except for 2rKl and 3rd places 

There was a difference of about $215 to about $315 

between each, as shown below. 

Posit ion Average Loan Difference 
l iFTIace^'"^ P 7 1 7 TIT:; 
2nd Place 2504 ' '^"^ 
3rd Place 2191 J I J 
4th Place 1975 ^'^^ 
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CHAPTER VIII 

MISCELLANEOUS 

Data concerning small portions of the 234 loans 

which did not need to be placed in a separate chapter 

were not omitted, but were placed in the miscellaneous 

chapter. 

PART I 

LOANS ASSUMED BY PURCHASERS 

As title to properties passed from one person to 

another many changes were made on the mortgagee's records. 

Sometimes the loan was repaid in full, but not often. 

Possibly the most common procedure was for the purchaser 

to assume the obligation of the loan contract. In other 

Instances loans were assumed to prevent foreclosure, 

usually by a disinterested party, or by a relative who 

desired to assist the distressed mortgagor. A gift of 

a property might be the reason for transferring title. 

When mortgages were assumed by pur chaffers, the loan 

company was seldom In a position to object to a transfer 

of title, or to disapprove of the new mortgagor. The 

company can and did select the persons to whom the 

original loan was made, but beyond that point it can 

exercise no control over the transfer of the obligation. 

Under such condlticns, would this class of loans be as 

desirable as those of the mortgagors who were investigated 

and chosen? A single statement probably could not 
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adequately satisfy all conditions, but the data of the 

234 loans revealed tliem to be Just about as desirable as 

those of the selected mortgagors. There was very little 

difference. (See Table XX). 

There were 34 delinquent borrowers, 15Ĵ  of all 234 

loans. (See Table III). Tlie data revealed that of the 

57 loans assumed by purchasers only six were delinquent, 

11^, which was a smaller percentage than the 15^ of all 

the loans. It is jrobably true tl»t these six loans 

were delinquent before the property was transferred and 

the property was sold because the owner feared foreclosure. 

PART II 

LOANS SECURED IN OTHER THA?I THE BORROWER'S NAME 

Twelve loans, 5% of the total, were secured in another 

person's name. Only in one case, reason one, did the 

lending committee know when the loan was consummated that 

the real owner of the property was not signing the loan 

papers. Not until the loans were delinquent were the 

true facts uncovered in the other eleven cases. 

Table XXI revealed that a large per cent of the loans 

in this class were not desirable, for 42̂ ^ were delinquent, 

and the status showed them to be delinquent on SOji to 90jt 

of tlie Installments. In other words, they were on the 

verge of foreclosure proceedings practically all the time. 

Just a few days before foreclosure notices were posted 

borrowers of such a high delinqjent status usually managed 

to get enough money together to prevent any conclusive 
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action by the loan company. Eventually, if money can be 

secured elsewhere, the delinquent loans will probably be 

refinanced with other lending institutions. 

There waa only one loan under reason 1. This loan 

was secured by a church parsonage, OT̂ aned by the church. 

TYJB company refused to make a loan to the church but 

agreed to make a loan on the parsonage provided the 

property was transferred to a financiidly responsible 

member of the organization so that one indiviaual would 

personally sign the note and lien and assume responsibility 

for the monthly Installments, The loan was consummated 

according to the regulations outlined above, which were 

stipulated to meet a technical requirement. There was 

no deception whatsoever and the loan has been satisfactory 

In every way. 

PART III 

A STUDY OF REFINANCED LOANS 

There were two kinds of refinanced loans in tl:ie data 

studied, namely: 

1, Loans refinanced by the same company. 

2. Loans refinanced by a different company. 

For various reasons, (See Table XXII), none of which 

were especially unusual, 77 loans were refinanced by the 

same company. Fourteen per cent of this group were 

delinquent. 

Only six loans were removed from the company's books 

because the loan, was refinanced tiirough another lending 



TABLE XXII 

Tbe number, reaaons for refinancing, and per cent delinquent of 
loans refinanced throu£^ the sarae loan company. 

Reason for 
Refinancing 

Number 
of Loans 

Increase Principal 

Increase Principal and 
Decrease Interest Rate 

Eliminate Original Borrower 
tfQm. Mftl»illty 

Increase Principal mi& 
Decrease Loan Pa;yments 

Decrease Interest Rate 

Eliminate Original Borrower 
from Liability and Increase 
the Principal 

Prevent Poreclostire 

18 
5 

12 
2 

Total 

6 
1 
3 

Total 

2 
1 
4 

"ST 

10 

Total" 

Totar 

Total 

Total 

2 

9 

1 
1 

1 

^ 

4 

& 

"S""" 

I n t e r e s t 
Rate 

Mumber 
Delinquent 

6.5^ 
7,0% 
&,0% 

6.0$̂  
6.5^ 
7.0^ 

6.0^ 
6.5^ 
7.0^ 

6.0^ 
7.0^ 

6.0^ 

6.0^ 
7.0^ 

7.05g 

Total 

2 
1 

Total 1 

1 

Total 

Total 

Total 

Total 

2 

1 

• 

-

1 

1 

a 

1 

the 

Per Cent 
Delinquent 

8% 

10^ 

14^ 

11^ 

Total Total 100^ 

Decrease Payments 4 
2 
1 

Total 

Grand Total 

jp-

WW " 

6.0^ 

7.0^ 
Total 

Grand Total 

1 
1 

11 

29^ 

14^ 
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institution. Five of the six borrowers had contracted 

to pay monthly payments much too large for their incomes. 

The monthly payments of four of this group exceeded 25^ 

of their incomes. (The average for all borrowers was 

only 15^ of the income.) (See Table XXIII). 

Three of the six loans refinanced through another 

loan company were delinquent, 50jg, whereas only 15;̂  of 

the loans refinanced with the same c<»ipany were delinquent. 

Had these loans not been refinanced throu^ other loan 

facilities, it is entirely probablp 80^ would have been 

delinquent before long, 

PART IV 

A STUDY OF BORROWERS WHO TOOK ACTION TO PREVENT FORECLOSURE 

Only 4 of the 34 delinquent loans, 12 %, or 2% of all 

loans, took some kind of action to prevent foreclosure. 

These four were delinquent on SOĴ  to 75Ĵ  of their install

ments. (See Table XXIV). 

TABLE XXIV 

The total number of loans, the number of delinquent 
loans, the borrowers who took action to prevent 
foreclosure, and those who took no action. 

Group 

All 

Total Delinquent 

Took Action 

Number 

234 

34 

4 

Per Cent of 
All Loans 

looji 

15 

8 

Per Cent of 
Delinquencies 

A 

lOOĵ  

18 

Took No Action 30 13 08 
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It was difficult to determine the exact reason why 

a mortgagor was unable to pay Installments promptly at 

maturity dates. Tlie most prevalent reasons for non

payment were small and irregular incomes. Pew persons 

negligently or intentionally ignored their payments. 

Apparently, borrowers with suiflcient funds paid their 

obligations. Borrowers who frequently found themselves 

short of money had to miss their Installments on the 

maturity date, but they paid the delinquent installrrents 

as soon as possible,--perhaps a week, two weeks, or even 

tliree weeks late. This class of delinquent loans was 

analyzed in Table XXIV. Although tlie borrower was often 

delinquent, he was in no immediate danger of foreclosure; 

therefore no action was necessary to prevent foreclosure. 

This group migiit be called the cripples,—slow progress 

at present, but with possibilities of complete recovery. 

PART V 

A STUDY OF LOANS BY BORROWERS' AGES 

No comparison of loans was attempted from the stand

point cf yoUi\ger or older borrowers. In fact it is 

almost impossible to determine what a^e is young and 

what age is old. This particular company made few losins 

to persons whose normal life expectancy would expire 

before the matufity date of tlie loan. Since the company's 

policy wtii* descriminatory the study would be of no 

particular value. 



63 

P/iHT VI 

MISCELLANEOUS 

A few mortgagors paid various amounts to be applied 

directly to tije balance of the loan, in addition to the 

regular monthly installments. One borrower paid |6 extra 

each month; another paid as much extra direct to principal 

as the annual payments, f27.50 a month; while two others 

paid whatever money they could spare, usually J;20 to ^50 

a month. 

There were some borrowers who habitually paid a lump 

sum directly to principal about once a year. One man 

paid from |500 to $750; tiiree borrowers paid about |250 

each; and two paid about ^1,000 each. 

Host lump sum payments represented savings the 

borrower accumulated during, the year. 
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CKAPTER IX 

CONCLUSIONS 

On an average, tlie regularly employed borrowers 

of the 234 lotms studied, were more desirable than the 

irregularly employed because they received a larger 

montlĴ y income, paid a sli^itly larger monthly install

ment, paid a higher intereat rate, and a smaller per 

cent of monthly payment to tie monthly incoire. This 

group also deserves distinction because of its small per 

cent of delinquent borrowers. 

Office workers and professional men were desirable 

borrowers since those two vocation groups had fewer de

linquent loans ttAn borrowers of any other occupation. 

Borrowers engaged in a single occupation had a sir.aller per 

cent of delinquent loans than borrowers with two or more 

vocations. 

From the standpoint of income end the percentage of 

delinquent loans, borrowers with definite, regular incomes 

whoso wives also received incomes, were desirable because 

they received .the largest average monthly income, paid a 

little larger monthly Installment, which was 14^ of the 

income, and had tl-© lowest oercenta-ie of delinquent 

borrowers, 13%, Ou an average, regularly employed borrowers 

whose wives had Inccmes, paid 6.23^ interest, the lowest 

average rate paid of all the various groups. 

From the standpoint of dependents, borrowers with 

four or more dependents were desirable since they had 
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fewer del inquent loans than Vrcse with three or l e s s 

dependents. 
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CHAPTER X 

HISTORY 

The f i r a t bui lding and loan bus iness in the United 

S t a t e s was e s t a b l i s h e d in Pennsylvania in 1831. By 1890 

the bui ld ing and loan bus iness had been e s tab l i shed in 

each of the f o r t y - e i g h t s t a t e s , the D i s t r i c t of Columbia, 

and Hawaii, though the period from 1B31 to 1936 was the 

era of g r e a t e s t expansion. Not u n t i l 1936 were Alaskan 

property owners a s s i s t e d by tills type i n s t i t u t i o n . In 

each of t i e f o r t y - e i g h t s t a t e s , the D i s t r i c t of Columbia, 

Hawaii, and Alaska, the s a v i n s , bui lding and loan business 

was founded during the year which appears opposite the 

name of the s t a t e or t e r r i t o r y below. 

1830-1339 
Pennsylvania 
New York 

1840-1849 
South Carolina 
Connecticut 
Meryl and 
New Jersey 

1850-1869 
Illinois 
Massachusetts 
Maine 
Virginia 

1860-1869 
District of 

Columbia 
California 
Georgia 
Texas 
Delaware 
Ohio 
Kentucky 
Michigan 
Missouri 
Iowa 

1831 
1836 

1843 
1649 
1849 
1849 

1351 
1852 
1854 
1859 

1831 
1865 
ias5 
1866 
1857 
1867 
1808 
1668 
1868 
1868 
1869 
1869 

1870-1879 
Tennessee 
Colorado 
Indiana 
Louisiana 
Nebraska 
Wisconsin 
Vermont 
West Virginia 

1880-1889 
Arkansas 
Mississippi 
North Dakota 
North Carolina 
Rhode Island 
Alabama 
Oregon 
South Dakota 
Utah 
Montana 
Mew Hampshire 
Now Mexico 
Arizona 
Florida 
Idaho 
Nevada 
Washington 
Wyoming 

1872 
1873 
1873 
1873 
1676 
1876 
1878 
1879 

1380 
1880 
1880 
1881 
1881 
1882 
ldd3 
1883 
1883 
1886 
1887 
1887 
1888 
1868 
1889 
1889 
1889 
1889 
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1890-1936 
Hawaii 1390 
Oklahoma 1890 
Alaska 1936 

Among the inter.jsting peculiarities of specific 

institutions one notes that Ohio, Missouri, and Georgia 

founded tiieir first institutions after the war between 

the atates. New Yoric state furnished tha only woman 

president of the United States Savings and Loan League, 

the then existing national association of building aid 

loan aesoclaticns. South Carolina fathered one of the 

first writers of building and loan history, a minister 

of the gospel. A cattle rancher in Nebraska started her 

first institution, ana South Dakota set up her first 

institution on a street where sod houses, cowboys, and 

Indians were common. Texas produced one of the greatest 

authorities the country has known on thrift and homo 

financing institutions. A group of lead miners in Wisconsin, 

a German singing society in Denver, s group of railroad 

workers in Indiana, a merchant in Michigan, an editor in 

Louisiana, and a daring woman in Arkansas took the initial 

steps in these states for founding savings and home 

financing ins titutio:-is. 

The war between the states — th? westward movement — 

the r^se of industry — thd discovery of gold — all these 

creat events ^ave impetus to a movemsnt which has since 
1 

swept Uie nation. 

1 
Equitable Home Life, 110th Anniversary Edition, 1941 

sponsored by Building am' Loan Association, Fort Worth, 
Texas, pp. 10-11. 
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HIGHLIGHTS OF ELEVEN DECADES 

Decade 1851 to 1855 

1831 — Building and manufacturing, the like of which 

had never oeen seen, was evident. Birth of the first 

savings and home financing institution was in 1831. 

1836 — The second savings and home loan institution 

was formed in Brooklyn. 

1841 — Seymour Dexter, noted crusader for the build

ing, savings and loan movement, was born. 

1843 -- General prosperity returned. Early savings, 

buildli^ and loan associati ns successfully weathered the 

panic begun in 1837 by too rapid expansion. 

1849 — Fifty institutions like Oxford Provident 

Association could be counted around Philadelphia, with 

the movement spreading to Boston, Baltimore and westward. 

1852 -- A first history of savings and home loan 

business was written. There was evidence of a new type 

of association, the serial plan, which provided for periodic 

issues of savings shares. 

1856 — The serial plan spread to Chicago. Members 

of savings essociations continued to save without securing 

a loan, whlcJi changed ths entire concept of the savings 

angle of the business. 

Decade 1855 to 1880 

1855 — Judge Endllch wrote the first text-book dealing 

with savings and building and loan problems. Tlie number of 

institutions continued to grow, 

1859 — Norfolk, Virginia's first savings and loan 
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association was formed, strict rules about talking in 

meetings were adopted. 

1861 -- German tradesmen formed a new savings and 

building association in the District of Columbia. Records 

were kept in German script. 

1865 — Sherman's march tiirough Georgia necessitated 

rebuilding, thus making the time ripe for the founding of 

Georgia's first savings and home financing institution. 

California formed her first such association and battled 

with beginning "fly by night" national associations because 

they took the savers' money and fled. 

1867 — Tim home savings movement gained impetus with 

thrifty, home loving citizens in Michigan, where a Jackson 

merchant formed the first association. 

1869 — Edmund Wrigley, officer in a Philadelphia 

association, wrote about the spread of savings and loan 

institutions. 

1873 — A Denver German singing society formed the 

first Colorado savings and home loan association. 

1376 —Nebraska's frontier towns, established as 

tiie Union Pacific went west, organized early savings and 

loan associaticaas. Wisconsin lead miners turned their 

attention to thrift and homes. 

1880 — Present building, savings and loan associ

ations considered savings accounts apart from borrowers. 

Decade 1880 to 1890 

1880 — Ths beginning of a decade of opportunity for 

savings and horns financing institutions. Development of 



70 

permanent organizations of individual associations continued. 

1883 — Cowboys and Indians were still common sights 

when South Dakota's Watertown formed its first savings 

and loan association. 

1387 — Hew Mexico formed its first association with 

only 85/̂  of the members speaking English, the remainder 

spoke Spanish and Indian. 

1888 -- Seven more states foimed associations in a 

two year period. 

1889 — The settling of Oklahoma's new lands began 

a series of events wiiich created a need for easier hô ie 

financing.' Nine years later, in 1898, Oklahoma City's 

first association was founded, 

1890 — The first savings and loan association in 

Hawaii was established, the only one formed under 

monarchical government in the rule of King Kalakana. 

The decade 1880 to 1890, which had seen the formation of 

3600 local community savings and home financing Insti

tutions, closed. 

Decade 1890 to 1900 
mmt l»l—••••-I— IMI •iM»l.^>MMW. I I I ll.l • • • • ^ • . • ^ M ^ — 

1890 — Influx of the "national" building and loan 

movement which took the good principles of the oririnal 

association, turned personal profits for "fly by night" 

founders, thereby hampering the spread of permanent, 

sound institutions which had proved their worth. 

1893 — The United States Savings and Loan League, 
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a national trade association of savings, building and 

loan associations, was formed at the Grand Pacific Hotel 

in Chicago; their slogan, "The American Home--Safeguard 

of American Liberties", was adopted. 

1900 — This decade saw the downfall of the "national" 

type of association, and the return to local community 

plans of organization and operation of savings and loan 

associations. Thus confidence was restored. 

Decade 1900 to 1920 

1900 — Public-spirited men were spreading the 

building, savings and loan movement 

1917 — First efforts to start an educational service 

through the United States Savings and Loan League were 

started. 

1920 — At the close cf 1920, 8,633 associations were 

actively sponsoring thrift and home financing. About one 

out of every twenty inhabitants of tiie United States held 

membership in an association. 

Decade 1920 to 1930 

1920 — Tlie first hint of a building boom started a 

period of growth for the savings and hoine loan financing 

movement which was to create a 250;j$ increase in resources 

1922 — American Savings and Loan Institute, an 

educational branch of the United States Savings and Loan 

League, was formed. 

1927 -- The value of t e resources of the savings 

and home financing business climbed tremendously. 
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Decade 19.50 to 1935 

1931 -- Savings and loan associations planned and 

celebrated 100 yoars of successful operation and faced 

the depression courageously. 

1932 — The Federal Home Loan Bank Act, creating a 

national system for short and long term credit for savings 

and loan associations, was passed. 

1933 — Still more changes in the nation's financial 

life occurred, especially with savers demanding their 

savings. 

1934 — Increased flexibility in savings association 

plana and in home financing programs narked the progress 

of tJrie savings and home loan financing institutions. 

1936 -- The era of spending, rather than saving, 

swept the country. 

1939 — The savings and loan business climbed steadily, 

and the volume of home loans increased each month. 

1941 — Everyone is concerned about tiie coming upswing 

in business. Authorities are disagreed on whether it is 

the tine to buy, the time to build, and the time to save. 

One hundred ten years of business and growth was celebrated 
2 

by the savings and loan business. 

Such was the growth of a giant industry, the savings, 

building and loan industry. 

5 — 
Equitable Home Life, 110th Anniversary Edition, 1941, 

sponsored by Building and Loan Association, Fort Worth, 
Texas, pp. 10-11. 
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