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APPENDIX A

Statistical Series on Deeds Recorded,

Mortgages Recorded, and Foreclosures

N previously pointed out, certain instruments used in real estate trans-
actions—including deeds and mortgages—are part of the public rec-
ords. In addition, foreclosure proceedings are part of the records of the
court in which they are prosecuted and in most jurisdictions eventuate in
either a sheriff's deed or a final decree. While recordings of deeds, mort-
gages, and foreclosures provide valuable statistical data on the behavior
of real estate markets, their usefulness is limited by the fact that they
cannot be classified by the types of land and improvements which they
involve. The difficulty of making such a classification arises from the fact
that only the parcel of land involved in a given transaction is identified;
at law the improvements are considered as a part of the land and their
characteristics are seldom referred to directly in the instruments of con-
veyance. Significant differences in timing would probably be revealed
if instruments affecting residential, commercial, industrial, and miscel-
laneous types of land and improvements could be identified separately;
but lacking this refinement the data must be used in aggregates for.all
types combined.

DeEp RECORDINGS

The most important transactions inter vivos evidenced by a deed are
those in which the transfer of a fee is involved. Thus, the number of
deeds recorded reflects the rate at which estates in fee are bought, sold,
and exchanged, though the timing of a sales series would doubtless differ
from the timing of the recordings series owing to the lag of the latter.
There are difficulties encountered in using data on recordings, however,
since all deeds do not represent voluntary sales, purchases, or exchanges,
and there is some evidence that the number of deeds representing bona fide
sales is not a constant proportion of total deed recordations. Some deeds
may be recorded merely to clear title or may represent so-called “wash
sales,” gifts, or the ceding of title to a member of the family to reduce
financial liability in the event of suit. In addition, the recordation of a
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deed may occur as a result of a foreclosure suit, or a voluntary surrender
in lieu of foreclosure.!

A deed must be recorded in the county in which the land involved
is situated. There are, however, over 3,000 counties in the United States,
and in many deeds are not segregated from recordations of other types
of legal instruments.2 Consequently, only a few local series of recorda-
tions are available, and but a small proportion of these extend over a
long period of time. For several years, the Federal Housing Administra-
tion has been collecting data from primary and secondary sources and
has undertaken analyses of their behavior relative to other pertinent
statistical data for local areas.

Hitherto unpublished FHA series are presented in Table A-1 and
Chart A-1 for a selection of areas chosen to represent a wide range of
types of communities and to show variations in recordings over a long
period of time. Series are given for the District of Columbia and the fol-
lowing counties: San Francisco (San Francisco, California), Ada (Boise,
Idaho), Washoe (Reno, Nevada), Essex (Newark, New Jersey), Burleigh
(Bismarck, North Dakota), Cuyahoga (Cleveland, Ohio), Allegheny (Pitts-
burgh, Pennsylvania), and Salt Lake (Salt Lake City, Utah). The nine
regions are sharply divergent with respect to a number of indexes of their
economic character—ranging in population size from 23,000 to 1,412,000,
in percentage of labor force employed in manufacturing from 4 to 38 per-
‘cent, and so forth—but despite this diversity there is a striking corre-
spondence in some features of the general behavior of their recordings
data.

Each series is characterized by an upward trend beginning at the turn
of the century or earlier and continuing in some cases until 1907. Ex-
cept for Cuyahoga County, where the upward movement continued
through 1925, the movement of recordings until the conclusion of World
War I varied within fairly narrow limits or showed a generally down-
ward trend. In Ada and Burleigh counties the peaks attained in 1910 or
earlier were not exceeded in the twenties but in most other counties a
maximum number of deeds was recorded around 1925. With no major
exceptions the decline following the peak continued until 1933 or 1934.
The number of recordings rose from the low point in most of the coun-
ties almost as rapidly as it had declined; by 1945 or 1946 it was, in many
cases, as high as at the preceding peak. '

1 Of the transfers of one-family houses in the Toledo residential area from 1917 to
1938, 9 percent were foreclosures and surrenders, 17.2 percent were for reasons of busi-
ness convenience, 12.5 percent were for gift and devises, and only 60.5 percent were
voluntary sales, purchases,;-and exchanges. See William M. Hoad, Real Estate Prices,
A Study of Real Estate Transfers in Lucas County, Ohio (unpublished Ph.D. thesis,
University of Michigan, 1942) p. 51.

-2 Some independent cities also maintain records of deeds.
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CHART A-1 — NuMBER oF DEEDS RECORDED IN E16HT COUNTIES AND THE

District oF CoLumMBIA, 1895-1946 @
(semilogarithmic scale)
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a Data are from Table A-1. Shaded areas indicate periods of business contraction;
reference dates are from Arthur F. Burns and Wesley C. Mitchell, Measuring Business
Cycles (National Bureau of Economic Research, 1946) p. 78.
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162 ' URBAN REAL ESTATE MARKETS

In Table A-2 the monthly data which are the basis of the series in-
cluded in Table A-1 have been combined for each of the years 1898-1946,
and then seasonally adjusted as shown in Table A-3. Finally, the season-
ally adjusted data were smoothed by a three-month moving average, as
shown in Chart A-2. Cyclical movements are noticeable in the combined
series, the first pronounced decline beginning in mid-1903; recovery was
prompt, however, and the number of recordings rose to peaks in 1906
and 1907 and then declined rapidly after mid-1907 (Chart A-2). By the
end of 1909, a high plateau was reached and maintained until mid-1914
when there was another pro‘nounced six-month decline. Recovery from
the beginning of 1915 through most of 1916 was rapid, but irregular de-
clines then set in and extended through 1918. With the end of World
War I, a spectacular rise began and continued until early 1920. During
1920, a considerable decline came that brought the number of deeds re-
corded to a point about midway between the low of 1918 and the high
of 1920. There was little change through most of the year 1921, but a
major advance began in the last quarter of the year and continued, albeit
with a sharp interruption in 1924, through mid-1925. The rapid decline
that began at that time continued without considerable interruption
until early 1933, bringing the number of deeds recorded in these nine
areas back to the level of 1904. After 1933, recovery was again rapid,
reaching—almost without interruption—a pegak in early 1937, declining
until mid-1938, and then increasing uninterruptedly to mid-1941.

With the outbreak of World War II, a decline set in that continued
until the beginning of 1943, when the number of deeds recorded began
to increase gradually. After the surrender of Japan, the rise became very
rapid and an all-time peak was reached in early 1946. From that peak a
new decline began in the year 1946.

There is, besides the cyclical fluctuations, a seasonal pattern in the
number of deeds recorded.? The number recorded is low from November
through February and then rises to a high point in May and June; in
the summer months, the number declines, but increases again during
October to a level comparable to that of May and June. These seasonal
fluctuations are doubtless related to the traditional moving days of spring
and autumn.

MORTGAGE RECORDINGS

For a number of reasons, it is impossible for a series on the number of
mortgage recordings to serve as an accurate index of the amount of new
38 The index of seasonal change for the years 1924-46 for the county data is as follows:

January 89.6 May 108.2 September  97.6
February 83.2 une 109.3 October 108.7
March 100.0 uly 103.5 November  96.2
April 106.0 August 101.9 December  95.8
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APPENDIX A 167

mortgage credit advanced. Recordations of mortgages frequently occur
in connection with the recasting of a mortgage, although there may be
no extension of credit involved, and it is not unusual for a single mort-
gage to cover a group of houses and later to have individual mortgages
substituted for it as the houses are sold. Also, data on the number of
mortgages fail to reveal changes in the average size of new mortgage loans
and shifts in the relative importance of the different types of structures
being mortgaged. i

There are also cases of bona fide sales in which no mortgage is re-
corded: for example, where the purchaser assumes an existing mortgage,
or takes title subject to it, where a sales contract is drawn (although this
may eventually result in a mortgage), and where the buyer provides the
entire purchase price from his own resources, without recourse to bor-
rowing. On the other hand, mortgage credit may be extended for pur-
poses other than the transfer of a fee, such as for the construction of.a
new building, or an addition to an existing one, for repair and moderniza-
tion, for refinancing of an existing debt, or for the purchase of household
equipment. In addition, a homeowner may borrow money, giving a mort-
gage as security, for any of a variety of purposes, such as the purchase of an
automobile, financing a child’s education, or setting up a business.

Nonetheless, since the bulk of bona fide real estate sales are consum-
mated with the aid of credit, a close relationship is to be expected be-
tween the number of deeds and the number of mortgages recorded. Such
a relationship is indicated by data for Cuyahoga County, Ohio, for which
the two series are available for the years since 1898 (Chart A-3). The
number of deeds and mortgages recorded are closely related; but, in the
decline after 1925, the number of mortgages recorded fell to a lower level
than the number of deeds and rose more slowly in the subsequent re-
covery. The sharp rise which will be noted in the number of mortgages
recorded in 1934 is due in large part to the large-scale refinancing opera-
tions undertaken by the Home Owners’ Loan Corporation during this
period.

Data on the number of mortgage recordings are also available for nine
counties—San Francisco (San Francisco, California), Ada (Boise, Idaho),
Marion (Indianapolis, Indiana), Lewis and Clark (Helena, Montana),
Burleigh (Bismarck, North Dakota), Cuyahoga (Cleveland, Ohio), Phila-
delphia (Philadelphia, Pennsylvania), Washoe (Reno, Nevada), and Erie
(Buffalo, New York)—extending back to the turn of the century (Table A-4
and Chart A-4) and representing a wide variety of types of communities
and areas. A generally upward movement, beginning at the turn of the
century or earlier, continued for six of the nine counties (San Francisco,
Cuyahoga, Philadelphia, Marion, Erie, and Washoe) until the mid-twen-
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CHART A-3 — NuMmBER OF DEEDS AND MORTGAGES RECORDED IN CUYA-
HoGA CoUNTY, OHIO, 1898-1946 »
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2 Data are from Tables A-1 and A-4, except data for 1898 on mortgages recorded,

which are from records of the Federal Housing Administration, Division of Research and
Statistics.

ties, when mortgage recordings fell off at a rapid rate, continuing thrngh
1933. In all these six counties having cities with large populations con-
centrated in industrial-commercial centers, except Washoe, there was
some retardation of growth or actual setback around 1907 or 1908, and
again in 1920, or soon afterward. The sharp recovery in 1934 was fol-
lowed by a decline in 1935 and then a generally upward movement, ac-
celerating sharply in most cases in 1944. The movement of the series for
the counties in which Boise, Bismarck, and Helena are located is on a
somewhat different pattern, the early growth continuing only until 1910
or 1912 in the first two and until 1919 in the latter. These counties also
experienced the decline culminating in 1933 and the sharp increase to-
ward the end of the thirties.

Mortgage recordings for the nine counties combined are presented
in Chart A-5 on a monthly basis, adjusted for seasonal variation and
smoothed by a three-month moving average. The unadjusted data and
the seasonally adjusted data before a three-month moving average was
applied are shown in Tables A-5 and A-6, respectively. The series, as
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CHART A-4 — NUMBER OF MORTGAGES REcorpED IN NINE COUNTIES,
1899-1946 =

(semilogarithmic scale)

Cuyahoge, Ohlo
34,861

Erie, New York
2,620

Marion, indisna

Washoe, Nevads
399

Burleigh,
North Dakots
160

Ads, ldsho
2,137

1895 s ‘0

a Data are from Table A-4. Shaded areas indicate periods of business contraction;
reference dates are from Arthur F. Burns and Wesley C. Mitchell, Measuring Business
Cycles (National Bureau of Economic Research, 1946) p. 78.
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shown in Chart A-5, reveals several cycles of varying duration and ampli-
tude. From 1900 to 1907 there was moderate but consistent growth, fol-
lowed by a minor decline in 1908. The increase was then resumed with
minor undulations until a peak was reached in early 1917, which was
followed by a trough in the spring of 1918. Late in 1918, the number of
mortgages recorded increased rapidly and in a period of slightly more
than one year attained a level twice that of 1917 and four times that of
1900. The postwar economic readjustment of 1920 and 1921 was reflected
in a decline in mortgage recordings that reached a point in mid-1921
half way between the previous peaks of 1917 and 1919. The{number
remained about the same during 1921, but increased to unprecedented
heights during 1922 and 1923. Another peak was reached in 1925, after
which the number of mortgages recorded went into a sharp and wirtually
uninterrupted decline, reaching a trough in 1933 at a level about three-
fourths that of 1900.

The large-scale refinancing operations of the HOLC in 1934 and 1935
increased the number of mortgages recorded during those years. There
were minor peaks in 1935 and 1937 followed by a trough in 1938. The
series then proceeded to climb until 1941, was arrested somewh:it durmg
the war years, and surged upward after the war.* :

Another briefer series of mortgage recordings, prepared by the Home
Loan Bank Board, and for which annual totals are given in Table A-7,
reflects monthly changes in both the number and amount of mortgages
recorded and the proportion of the total made by different lenders. This
series is based on recordings of nonfarm mortgages of $20,000 or less for
500 areas containing about three-fifths of the total nonfarm population.

According to these estimates, the number of recordings of|nonfarm
mortgages of $20,000 or less rose from 1.3 million in 1939 to|approxi-

4 The index of seasonal variation in the number of mortgages recorded|(computed
from the nine counties combined) displayed a decided shift during the period 1899 to
1946 (Chart A-5 and Table A-6). Although the general configuration of seasonality re:
mained the same, the amplitude of the variations increased sharply from one period to
the next. In the main, the preponderance of activity came between April and October,
the traditional moving dates. Indexes of seasonal variation are as follows:

Month 1899-1915 1916-34 1935-46
January 92.1 89.1 83.7
February 87.1 83.7 772
March 98.6 99.3 90.8
April 108.4 105.9 9.5
May 107.3 109.8 109.9
June 105.5 108.4 111.0
July - 106.0 110.0 110.2
August 102.4 100.2 108.9
September 98.0 95.0 104.8
October 105.4 108.4 112.3
November 95.8 95.2 100.0

December 93.4 95.0 92.7
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TABLE A-7 — EsTIMATED VOLUME OF NONFARM MORTGAGES OF $20 000
OR LEss RECORDED IN THE UNITED STATES, 1939-49 =
(dollar figures in thousands)

Principal
Year Number Amount
1939 1,288,032 $3,506,563
1940 1,455,865 4,031,368
1941 1,628,407 4,781,960
1942 1,351,290 3,942,613
1943 1,273,993 3,861,401
1944 1,445,616 4,605,931
1945 1,638,557 5,649,819
1946 2,497,122 10,589,168
1947 2,566,632 11,728,677
1948 2,534,702 11,882,114
1949 2,487,521 11,828,001

2 1939: Home Loan Bank Board, Statistical Summary, 1949, Tables 17 and 18, pp.
19 and 20; 1940-49: ibid., 1950, Tables 15 and 16, pp. 22 and 23.
mately 2.5 million in 1948 and 1949, and in amount from $3.5 to about °
$11.8 billion. This is a somewhat greater percentage increase in number
than was indicated by the data previously presented on total mortgage
recordings, a fact that may be partly accounted for by the increase in
the building and sale of houses during the war and postwar periods.

FORECLOSURES

Most legal instruments that pledge an interest in land and improvements
as security prbvide under an “acceleration clause,” that upon violation
by the debtor of any of the provisions of the agreements, the whole of
the unpald debt becomes due and payable at the optlon of the creditor.
The exercise of this option is a drastic action and is seldom taken for
minor infractions.s Thus, a mortgage debtor is not likely to be penalized
for a few days’ delinquency in the payment of sums due for taxes or in-
surance, or in maintenance of the improvements; but when delinquency
becomes chronic, the creditor may be forced to take drastic action. Taxes,
if unpaid, become a lien prior to that of the mortgage creditor, and the
latter cannot ignore this deterioration of his position. The acceleration
clause may then be invoked and foreclosure proceedings instituted.
The record of foreclosure proceedings is, therefore, a valuable source
of information on the changing status of obligations secured by mort-
gages; but since resort may be had to the security without foreclosure,
data on foreclosures probably understate the extent of actual mortgage
distress. In many instances, the debtor may be willing to abandon the

5 The creditor’s acquiescence, however, may be interpreted by the courts as a consent
to the modification of the agreement, thus weakening the creditor’s position.
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collateral in consideration of his release from the obligation of
giving a quit-claim deed in lieu of foreclosure.

A comprehensive series of nonfarm foreclosure data has be
piled by the Home Loan Bank Board covering the period 1926
-On the basis of figures collected from 1,500 counties, townships,
governmental divisions, national estimates are prepared and rel
each month of the year since 1934. The annual totals are given
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his note,

cen com-
to date.
or other
eased for
in Table

A-8. Beginning with 68,000 in 1926, the number of foreclosures rose each

year until the peak of over 252,000 was reached in 1933. Mon
indicate that at times during 1934 foreclosures were being com
the rate of a thousand a day. They continued at over 200,000 a y
1936, the decline being somewhat more gradual than the rise. ]
never fell below 100,000 until the year 1940. From the estimate

TABLE A-8 — EstiMATED NUMBER OF NONFARM REeAL Esta
cLOSURES COMPLETED, 1926-49 »

hly data
pleted at
ear until
[he total
d 75,500

TE FORE-

Year Number Year Number
1926 68,100 1938 118,357
1927 91,000 . 1939 100,410
1928 116,000 1940 75,556
1929 134,900 1941 58,559
1930 150,100 1942 41,997
1931 193,800 1943 25,281
1932 248,700 1944 17,153
1933 252,400 1945 12,706
1934 230,350 1946 10,453
1935 228,713 1947 10,559
1936 185,439 1948 18,052
1987 151,366 1949 17,635 -

21926-42: Home Loan Bank Board, Statistical Summary, 1949, Table
1943-49: ibid., 1950, Table 11, p. 14.

16, p. 18;

" completed that year, the decline continued until 1947, when there was

a slight increase over the 10,500 estimated for 1946. Data for
1949 reveal a further increase in those years.
While there are always some foreclosure actions in process,

948 and

a signifi-

cant rise in the foreclosure rate undoubtedly reflects conditions that make

performance of mortgage agreements difficult or impossible. §

ince the

creditor exercises discretion, however, as to the date when foreclosure
proceedings are instituted, the timing of foreclosures may not precisely

reflect the severity of financial distress.® In periods of widesp

read de-

faults, for example, it may be advantageous for the creditor to postpone
foreclosure, allowing the debtor to remain in possession until the situa-

8 See William M. Hoad, op. cit., pp. 52 and 53.
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tion improves and there is a greater likelihood of finding a buyer, which
may account in part for the continuation of a high rate of foreclosures
well into the thirties.

As previously indicated, some mortgage difficulty may be attributed
to the inflexibility of most mortgage terms; 7 but to some extent it may
arise from the characteristics of the real estate market, in so far as the
debtor may cure the default by offering the security for sale in advance
of foreclosure.® During periods of low foreclosure this is frequently done,
but it is unlikely when foreclosures are more numerous. If sale is at-
tempted at foreclosure, the creditor may have to “buy in” the security
in order to protect his position although it is unlikely that he will bid
more than the unpaid balance of the mortgage. The influence of fore-
closure sales is, therefore, likely to be in the direction of depressing prices.
This sequence of events was modified in its 1933 course by the creation
of the HOLC.? Its operations relieved the debtor by recasting the terms
of his obligation in such a way that he could meet current payments, and
benefited the creditor by substituting HOLC bonds for frozen mortgages.

7 See supra, Chapter 2, pp. 19-23.

8 Technically, this alternative would have to be taken in the interval between the
institution and completion of foreclosure proceedings. There are few cases, however, in
which the creditor would not allow some time-after default for the debtor to attempt a
sale before proceedings were initiated if there were a reasonable likelihood of realizing
anything over the amount of the debt.

9 June 13, 1983, c. 64, 48 Stat. 128.




