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investors must do that—has to steer clear of realty mortgages.

In recent years all private investors have been keeping a
larger and larger share of their assets in securities that could
be disposed of quickly, and this has resulted in a profound—
although little noticed—shift in the medium of investment.
This has shunted much of the mortgage lending to institutions

such as insurance com-
panies and savings funds,
the managers of which can
calculate far in advance
their needs for cash and
plan accordingly. The mort-
gages guaranteed by private
companies were created to
fill the requirements of
liquidity and safety, and
these guaranteed mortgages
did meet the need and were
largely sold, but mortgage
insurance companies have
not shown up well during
the depression and a guar-
anteed mortgage no longer
has the position it once
had.

Likewise the realty cor-
poration bonds, of which
great quantities were issued
a few years ago, have not
made a good record. It is
not necessary to go into
the reasons behind the fail-
ure of these securities.
They are a matter of rec-
ord. The building and loan
societies have played a
large part in mortgage
finance, but since they must
borrow a portion of their
funds from commercial
banks, they are crippled
when bank credit becomes
restricted.

There have been many
splendid, well-managed
sources for home mortgage
financing, but they have
not been available to the
whole nation, and because
in times of distress many
of these sources must have
their funds liquid, they sim-
ply must withdraw from
the market. This with-
drawing operates not only
against new building but
also against the refinancing
of existing homes. For a
home once financed is not
forever financed. Because
property values change, the
typical mortgage has been
written for a term only of
from three to five years.

The average citizen does
not know where to go for
mortgage money, and hence
when a mortgage became
due and the lender wanted
his money. he has had to
employ a broker and pay a
commission in order to get

the money. The commission is commonly small, but, if money
be scarce, he often has to pay a bonus and. even at the best,
the expenses connected with refinance have been large.
has operated against the retirement of mortgages and the whole
mortgage fund of the nation has tended to become static in-
stead of being. as it should be. a slowly revolving fund. The
shift towards liquid investments has tended to make these
charges higher instead of lower because investors want a pre-
mium to compensate for non-liquidity.

could have managed them. But.

How the F.H.A. Plan Saves Money

(Six room, two-story detached house on 40 by 100 foot lot in typical develop-
ment. Cost over 15-year period)

Usual
Method By New
1 Lot Pct.of  Planof
Per Acre 40'x100°  Tot. Cost F.H.A.
Land
Raw Land $1,500 $ 207 ! $ 207
Subdivision
Cost including
rofits 8.000 1,107 8.0 1,107
and Sales
Price $9,500 81,314 $9.6 $1,314
Construction— House
Materials $2,450 17.7 $2,450
Labor 1,450 10.5 1,450
Overhead and Profit 1.300 9.4 1,300
Total $5,200 37.6 $5,200
Total—Land and House  $6,514 47.2 $6,514
Finance Cost
1st Mortgage — 50% —
83,257 @6-\?% $3,098 22.4
1st Mortgage Renewals—
every 3 years—3.7% 603
2nd Mortgage —20 % —
$1,303 @ 8% plus com-
mission** 260
2nd Mortgage Renewal—
$400 @ 8% plus com-
mission 60
Total **(amortized @
2% per month) $4,021 29.1
One amortized mort-
gage for $5,211 (80% R
of land and house value) Direct
at 5% true interest* $1,96Tsaving 1n
Insurance Cost 1% financing
per year of face value cost of
of loan (maximum) 782 $1,278, or
practical-
Total Cost of Financing $2,743 lv enough
Taxes—2% at 75% assessed to buy land
value for 15 yrs. $1,500 10.9 $1,500
Insurance—Fire @ 85 per :
thousand %300 2.2 300
Matntenance
Painting—Every 5 years
@ $150 $450 8450
Roofing—Once 275 275
General Repair—$50 per
year 750 750
Total $1,475 10.7 81,475
Home to-
Grand Total $13,810 100.0  $12,532 tally paid
Less 1st Mortgage—not for
paid off 3,257
$10,553

Note: Figures are averages as published in President’s Conference on Home Building ana
Home Ownership Reports. Labor and material division in construction cost as reported
by U.S. Bureau of Labor statistics.

* Loan amortized at rate of $29.00 per month for fifteen years.

This

ment the other provisions.

(4) Insurance of Savings and Loan Accounts. By
the handicap under which building and loan associations
been operating since insurance covering
into effect, this should increase the supply of home mortgage
funds available from these institutions.

(5) Amendments to the Federal Home
Federal Reserve Act. etc.. included to round out and supple-
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When prices and hence incomes fall, mortgage debts become
burdensome and interest payments lag. If the mortgages had
been written for long terms with amortization, the savings of
flush times would have taken the great mass of them into the
depression with the principal sums

so reduced that the owners
as it was, the inability of
the owners to pay, com-
bined with the rush of lend-
ers to realize on their
money outstanding, brought
such an avalanche of fore-
closures that property
values everywhere have
been smashed to such an
extent that today no one
knows what a piece of
property is worth.

THE F. H.-A. is attack-
ing the problem broadly on
two fronts. The first con-
cerns the provision of
credit insurance for bank
loans for modernization
purposes, and the second
concerns the providing of
credit insurance for long-
term, low-interest, amor-
tized mortgages with fa-
cilities for making _thqse
mortgages readily liquid.
Specifically, the Act has
these five general provi-
sions: .

(1) Modernization Credit
Insurance. Insurance re-
discounting of credits for
renovating and modernizing
homes and other small
properties. This temporary
measure should at once
greatly increase the amount
of such work, and employ-
ment in the building trades
and allied industries.

(2) Mutual Mortgage In-
surance. Mutual insurance
for long-term, amort_lzed
home mortgages is designed
to bring increased safety to
investors. This should re-
lease idle capital and gen-
erally loosen up the field of
home financing and the
market for home proper-
ties. At the same time, the
long-term, completely amor-
tized home mortgage loan
at low interest should be-
come standard practice
throughout the nation.

(3) National Mortgage
Associations. These pri-
vately organized companies
will help to make insured
home mortgages a reason-
ably liquid form of invest-
ment, and bring capital
funds into areas where
home mortgage money 15
now scarce. )
By removing
have

bank deposits went

Loan Bank Act.

The modernization section of our (Continued on page 46)
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- EDITORIAL

T is estimated that there are five thousand Elks

FATHER AND SON
who have sons eligible for membership in the
Order, but who are not members. In most

of these cases it js believed that the son

might very properly address to his father a communica-
tion worded somewhat as follows:
“Dear Dad,

“You have been an Elk for a long time; and T have
noticed that you seem proud of your membership and
appear to derive a great deal of pleasure from its
association. But you never talk to me about it and
have never suggested that I apply for membership,
although I understand I am eligible.

“Why is this true? Don’t you regard the Order as
one you would like to have me join? Don’t you think
I would enjoy the fraternal contacts with your Elk
brothers; and would be glad to have a share along
with you in the good deeds that are being done?
Don’t you believe that I would derive benefit from
such membership and that I would contribute some-
thing of value to it?

“I have never been invited to join the Order, but I
assume this is because the other members of your Lodge
are relying upon you to interest me in this. And
I feel a little embarrassed because you have not tried
to do so.

“I would be glad if you would give your best thought

to the matter and if you would talk to me frankly
about it.

Your affectionate son.”

Most of these fathers would probably recognize the
justice of the criticism implied in such a communication,
and would respond by fatherly talks with their sons,
leading to many prompt applications for membership,
which they would severally be delighted to present.

It is suggested that each Elk who reads this, and
who has a son eligible for membership, act as if he had
personally received such a note from that son. It would
be interesting to note the result.

N his unusually effective and forcefully de-

THE BIG APPEAL
livered address to the Grand Lodge at
Kansas City, Grand Exalted Ruler Shannon

accentuated the fact that the big appeal

which the Order makes to all classes of its members ldS
through its charity and welfare work. And he sta?e
that, in his own experience, he had found that nothing
is more interesting to the membership generally thag
the intelligent relation of the vast extent of the oo
that is being accomplished by it, and its subordinate
Lodges, throughout the country.

The Grand Exalted Ruler thus confirms what has
often been repeated in these columns—that the loyalty
and devotion of Elks is most surely won, and most suc-
cessfully maintained, when their respective quges gre
effectively functioning in the promotion of their funda-
mental purposes.

Even those who sometimes seem to take their membel;;
ship most lightly, and who apparently are most mterest_::i
in the social features of its club life, have a real prl g
in the benevolent accomplishments of the Order, an
derive a deep satisfaction from a realization of their
contributing share thereto. They may not oftep ) ?;"
press themselves; but that sentiment is quite universally
entertained.

And, of course, the splendid work which the Ordfzr
has done and is doing in its selected field is tbe b_lt-’.
appeal which it makes to the public from which 1ts
recruits must be drawn. So long as the Lodges aré
active in carrying out the basic objectives of the Order,
there need be no concern about new members. They
will voluntarily knock at our doors. Wherever ‘mem-
bership becomes a real problem, it is very strong evidence
that the Lodge is falling down on its job.

Social functions for members are essential to the
development of a desirable spirit for fraternal comrade-
ship. But it should be remembered that the Order of















































































































