
This PDF is a selection from an out-of-print volume from the National Bureau
of Economic Research

Volume Title: New Series on Home Mortgage Yields Since 1951

Volume Author/Editor: Jack M. Guttentag and Morris Beck

Volume Publisher: NBER

Volume URL: http://www.nber.org/books/gutt70-1

Publication Date: 1970

Chapter Title: Front matter to "New Series on Home Mortgage Yields Since
1951"

Chapter Author: Jack M. Guttentag, Morris Beck

Chapter URL: http://www.nber.org/chapters/c4258

Chapter pages in book: (p. -19 - 0)



New Series on
Home Mortgage Yields

Since 1951

BY

JACK M. GUTTENTAG
University of Pennsylvania

AND

MORRIS BECK
Rutgers University

1970

NATIONAL BUREAU OF ECONOMIC RESEARCH
NEW YORK

DISTRIBUTED BY

COLUMBIA UNIVERSITY PRESS
NEW YORK AND LONDON



Copyright © 1970 by National Bureau of Economic Research
All Rights Reserved

L. C. Card No. 79-106812
Printed in the United States of America

ISBN-O-87014-213-5



New Series on
Home Mortgage Yields

Since 1951



NATIONAL BUREAU OF ECONOMIC RESEARCH
Number 92, General Series



National Bureau of Economic Research
OFFICERS

Arthur F. Burns, Honorary Chairman
Theodore 0. Yntema, Chairman
Walter W. Heller, Vice Chairman
John R. Meyer, President
Thomas D. Flynn, Treasurer
Douglas H. Eldridge, Vice President—Executive Secretary

Joan R. Tron, Director of Publications
DIRECTORS AT LARGE

Joseph A. Beirne, Communications Workers of America
WaIter W. Helter, University of Minnesota

Arthur F. Burns, Board of Governors of the Federal Reserve System
Vivian W. Henderson, Clark College

Wallace J. Campbell, Foundation br Cooperative Housing John R. Meyer, Yale University
Erwin D. Canham, Christian Science Monitor

J. Irwin Miller, Cumm ins Engine Company, Inc.
Robert A. Charpie, The Cabot Corporation

Solomon Fabricant, New York University
Geoffrey H. Moore, Bureau of Labor Statistics

J. Wilson Newman, Dun & Bradstreet, Inc.
Frank W. Fetter, Hanover, New Hampshire

James J. O'Leary, United States Trust Company of New York
Eugene P. Foley, Drey/us Corporation

Robert V. Roosa, Brown Brothers Harriman & Co.
Marion B. Folsom, Rochester, New York Boris Shishkin, AFL-CIO
Eli Goldston, Eastern Gas and Fuel Associates Lazare Teper, ILGWU
Crawford H. Greenewalt, E. I. du Pont de Nemours & Company

Donald B. Woodward, Riverside, Connecticut
David L. Grove, IBM Corporation Theodore 0. Yntema, Oakland University

Willis J. Winn, Pennsylvania

DIRECTORS BY APPOINTMENT OF OTHER ORGANIZATIONS
Emiio G. Collado, Committee for Economic Development

Walter E. Hoadley, American Finance Association
Thomas D. Flynn, American Institute of Certified Public Accountants

Douglass C. North, Economic History Association
Nathaniel Goldfinger, AFL-CIO Murray Shields, American Management Association
Harold G. Haicrow, American Agricultural Economics Association

George Cline Smith, National Association of Business Economists
Douglas G. Hartle, Canadian Economics Association

Willard L. Thorp, American Economic Association
W. Allen Wallis, American Statistical Association

DIRECTORS EMERITI
Albert J. Hettinger, Jr.

George B. Roberts
SENIOR RESEARCH STAFF

Victor R. Fuchs John W. Kendrick
Raymond W. Goldsmith Irving B. Kravis

Jack M. Guttentag Hal B. Lary
Daniel M. Holland. Robert E. Lipsey
F. Thomas Juster John R. Meyer
C. Harry Kahn Jacob Mincer
John F. Kain flse Mintz

Victor Zarnowitz

Victor R. Fuchs, Vice President—Research
F. Thomas Juster, Vice President—Research

Hal B. Lary, Vice President—Research
Robert E. Lipsey, Vice President—Research

Edward K. Smith, Vice President

DIRECTORS BY UNIVERSITY APPOINTMENT
Moses Abramovitz, Stanford R. A. Gordon, California
Gary S. Becker, Columbia Robert J. Lampman, Wisconsin
Charles H. Berry, Princeton Maurice W. Lee, North Carolina
Francis M. Boddy, Minnesota Lloyd 0. Reynolds, Yale
Tom E. Davis, Cornell Robert M. Solow, Massachusetts Institute of Technology
Otto Eckstein, Harvard Henri Theil, Chicago
Walter D. Fisher, Northwestern Thomas A. Wilson, Toronto

Percival F. Brundage
Gottfried Haberler

Gary S. Becker
Charlotte Boschan

Philip Cagan
Alfred H. Conrad
James S. Earley

Solomon Fabricant
Milton Friedman

* On leave.

Jacob Viner
Joseph H. Willits

Geoffrey H. Moore *
M. Ishaq Nadiri
Nancy Ruggles
Richard Ruggles

Anna J. Schwartz
Robert P. Shay

George J. Stigler



Relation of the Directors to the Work and Publications
of the National Bureau of Economic Research

1. The object of the National Bureau of Economic Research is to ascertain
and to present to the public important economic facts and their interpretation in
a scientific and impartial manner. The Board of Directors is charged with the
responsibility of ensuring that the work of the National Bureau is carried on in
strict conformity with this object.

2. The President of the National Bureau shall submit to the Board of Direc-
tors, or to its Executive Committee, for their formal adoption all specific proposals
for research to be instituted.

3. No research report shall be published until the President shall have sub-
mitted to each member of the Board the manuscript proposed for publication,
and such information as will, in his opinion, and in the opinion of the author,
serve to determine the suitability of the report for publication in accordance
with the principles of the National Bureau. Each manuscript shall contain a
summary drawing attention to the nature and treatment of the problem studied,
the character of the data and their utilization in the report, and the main con-
clusions reached.

4. For each manuscript so submitted, a special committee of the Board shall
be appointed by majority agreement of the President and Vice Presidents (or by
the Executive Committee in case of inability to decide on the part of the Presi-
dent and Vice Presidents), consisting of three directors selected as nearly as
may be one from each general division of the Board. The names of the special
manuscript committee shall be stated to each Director when the manuscript is
submitted to him. It shall be the duty of each member of the special manu-
script committee to read the manuscript. If each member of the manuscript
committee signifies his approval within thirty days of the transmittal of the man-
uscript, the report may be published. If at the end of that period any member
of the manuscript committee withholds his approval, the President shall then
notify each member of the Board, requesting approval or disapproval of publi-
cation, and thirty days additional shall be granted for this purpose. The manu-
script shall then not be published unless at least a majority of the entire Board
who shall have voted on the proposal within the time fixed for the receipt of
votes shall have approved.

5. No manuscript may be published, though approved by each member of the
special manuscript committee, until forty-five days have elapsed from the trans-
mittal of the report in manuscript form. The interval is allowed for the receipt
of any memorandum of dissent or reservation, together with a brief statement
of his reasons, that any member may wish to express; and such memorandum
of dissent or reservation shall be published with the manuscript if he so desires.
Publication does not, however, imply that each member of the Board has read
the manuscript, or that either members of the Board in general or the special
committee have passed on its validity in every detail.

6. Publications of the National Bureau issued for informational purposes con-
cerning the work of the Bureau and its staff, or issued to inform the public of
activities of Bureau staff, and volumes issued as a result of various conferences
involving the National Bureau shall contain a specific disclaimer noting that
such publication has not passed through the normal review procedures required
in this resolution. The Executive Committee of the Board is charged with review
of all such publications from time to time to ensure that they do not take on
the character of formal research reports of the National Bureau, requiring
formal Board approval.

7. Unless otherwise determined by the Board or exempted by the terms of
paragraph 6, a copy of this resolution shall be printed in each National Bureau
publication.

(Resolution adopted October 25, 1926, and revised February 6, 1933,
February 24, 1941, and April 20, 1968)



This report is one of a series emerging from an investigation of interest rates
made possible by a grant to the National Bureau from the Life Insurance Asso-
ciation of America. The Association is not, however, responsible for any of the
statements made or views expressed.



Advisory Committee on the Interest Rates Study

In the planning and review of its studies of interest rates, the National
Bureau has benefited from the advice and guidance of this committee.
The committee's concurrence with the views expressed in this report,
however, is not to be assumed. The members of the committee are:

W. Braddock Hickman (chairman), Federal Reserve Bank of Cleveland
Julian D. Anthony, Hartford Life Insurance. Company

Daniel H. Brill, Commercial Credit Company
Lester V. Chandler, Princeton University

W. A. Clarke,* W. A. Clarke Mortgage Company
George T. Conklin, Jr.,

The Guardian Life Insurance Company of America
Milton Friedman, The University of Chicago

Raymond W. Goldsmith, Yale University
Sidney Homer, Salomon Brothers & Hutzler

Norris 0. Johnson, formerly of First National City Bank of New York
Robert G. Link, Federal Reserve Bank of New York

Roger F. Murray, Teachers Insurance and Annuity Association
James J. O'Leary, United States Trust Company of New York

Roy L. Reierson, Bankers Trust Company
Eli Shapiro, Harvard University

Henry C. Wallich, Yale University
Kenneth M. Wright, Life Insurance Association of America

C. Richard Youngdahl, Aubrey G. Lanston & Co., Inc.

* W. A. Clarke was a member of the Committee until his death on February
8, 1965.



Table of Contents

Acknowledgments

PART I
1. Purpose, Scope, and Findings 3

Need for Data 3

The New Data and Other Series 4
Data-collecting and Data-using 10
Summary of Major Findings 11

2. The New Series 17

Historical Versus Current Series 17
General Procedure in Compiling the New Series 18
Reliability of the Series 19
Representativeness of the Series 20
Homogeneity of the Series over Time 22
Methods of Loan Acquisition 26
Timing of the Series 27
The Concept of Effective Yield 28

3. The Behavior of Mortgage Yields and Bond Yields 31

Cyclical Amplitude 31
Timing at Turning Points 44
Longer-run Changes and the 1961—66 Experience 50

4. The Behavior of Yields and Terms on Conventional, FHA
and VA Mortgages 63

Relationship Between FHA and Conventional Yields: The Influence of
Risk and Lender Preference 63

Relationship Between FHA and VA Yields: The Influence of Contract
Rate 70

Relationship Between Direct, Correspondent and Secondary Market
Yields: The Influence of Market Organization 82

Changes in Loan-Value Ratios and Maturities 85

PART II
5. Large Life Insurance Companies in the National Mortgage

Market ioi
Large Life Insurance Companies as National Lenders 101
Instruments in the National Market 105



x TABLE OF CONTENTS

Implications for Mortgage-yield Structure 111
Implications for Yield Series 116

6. Method of Loan Acquisition i 19

Relationship of Life Insurance Company to Correspondent 119
Variability in Service Fees as an Influence on Gross Yield 122
Comparability of Gross Yield on Correspondent and Direct Loans 124

7. The Timing Problem 129

Meaning of Transaction Date 129
Implications of Commitments Not Taken Down. 130
Significance of the Date of Approval of the Mortgagor's Loan Ap-

plication 131
Timing of Authorization and Disbursement Series 132
Residual Lag in Authorization Series 135

8. The Effective Yield Concept 143

Fees and Charges 144
The Prepayment Assumption 147
The Computation of Effective Yield 155

Appendix: Types of Fees and Charges on Direct Loans 157

9. Reliability and Limitations of the Data 161

Comparison with Benchmarks 161
Comparison of Sample Yields Covering One Company with Yields on

All Loans by that Company 164
Comparison with FHLBB Series 168
Comparison with FHA Secondary Market Series 173

APPENDIXES
Appendix A. The Mechanics of Data Collection 189

Selection of Companies 189
Selection of Data 191

Recording and Checking Data 191
Census Spot Checks 192
Sampling Procedure 193
Tabulation Program 198
Weighting 198
Classification of Property Location 199
Loan Coverage 202
Special Problems in Connection with the VA Loan Series 205
Incomplete Data on Fees and Charges 205

Appendix B. Cross-Section Analysis of Loans by Life Insurance
Companies in the Time Series 207

Appendix C. Data 221

INDEX 351



Tables

1-1. Summary of Principal Features of Various Statistical Series on Resi-
dential Mortgage Rates and Terms 6

2-1. Characteristics of Conventional First-Mortgage Loans in Eighteen
Metropolitan Areas Approved by Major Lender Groups, May—
December 1963 21

2-2. Cyclical Changes in Conventional Mortgage Yields With Actual and
Fixed Weights, 1951—63 24

2-3. Effect on Conventional Yield of Changes in Loan Characteristics Be-
tween 1951 and 1963, Using June 1953 Regression Weights 25

3-1. Changes in Yields During Specific Cycles, Selected Series 32
3-2. Changes in Maturities and Loan-Value Ratios During Periods of Cy-

clical Rise and Decline in Mortgage Yields, 1953—63 38
3-3. Comparison of Yield Differentials at Reference Cycle Peaks and

Troughs 41
3-4. Yield Differential Between Baa and Aaa Bonds and Between

Conventional and FHA Mortgages During Business Expansions and
Recessions 42

3-5. Lag at Turning Points, Conventional Mortgage Yields Relative to
Bond Yields 45

3-6. Changes in Yields on Direct Mortgage Loans and on Bonds Following
Turning Points in U.S. Government Bond Yields 46

3-7. Cyclical Turning Points in Loan-Value Ratios and Maturities Car-
responding to Turning Points in Yields 48

3-8. Leads and Lags of Loan-Value Ratios, Maturities, and Fees and
Changes Relative to Contract Rate at the 1965 Trough, and 1966—67
Peak in Contract Rates in Ten Conventional Home Loan Series 49

3-9. Yield Differentials Between Conventional Mortgages and Bonds, at
Cyclical Peaks and Troughs 52

3-10. Measures of Change in Bank Liability Structure During Cycles in
Mortgage Interest Rates, 1953—66 55

3-11. Changes in Real Estate Loans and in State and Local Securities of
416 Member Banks, Related to Changes in Deposits, December 1960
to June 1964 56

3-12. Changes in Holdings of One- to Four-Family Mortgages and in Time
and Savings Deposits by Commercial Banks and Savings Institutions
During Cycles in Mortgage Interest Rates, 1953—66 59

Appendix Table 3-i. Yields on Bonds and Mortgages at Reference Cycle
Peaks and Troughs 61

Appendix Table 3-2. Conventional Mortgage Yields on One- to Four-
Family Properties Authorized by Life Insurance Companies, 1948—67 62



xii TABLES

4.. 1. Gross Yields on FHA and Conventional Mortgages at Specific Cycle
Peaks and Troughs 66

4-2. Yields on FHA and Conventional Home Mortgages in Selected States,
1958 and 1960 69

4-3. Discounts on FHA as Compared to VA Mortgages During Periods of
Equal Maximum Contract Rate 71

4-4. Premiums and Yields on Mortgages Authorized by Life Insurance
Companies, January 1949—April 1950 and January. 1951—April 1952 75

4-5. Discounts on FHA and VA Mortgages as Reported in NBER and
FNMA Series, Selected Periods 77

4-6. Gross Yields on FHA and VA Mortgages as Reported in NBER and
FNMA Series, Selected Periods 78

4-7. Prices and Yields on Current and "Old" FHA and VA Home Mort-
gages, Selected Periods 80

4-8. Lead of Direct Over Correspondent Loans 83
4-9. Turning Points in Effective Yield on FHA Home Mortgages; Sec-

ondary Market and Authorization Series, 1951—63 86
4-10. Changes in Yields on FHA Authorization Series Covering Direct and

Correspondent Loans, and on FHA Secondary Market Series Follow-
ing Turning Points in U.S. Government Bond Yields 87

4-11. Average Maturities and Loan-Value Ratios in 1951 and 1963, Life
Insurance Companies and All Lenders 89

4-12. Changes in Maturities and Loan-Value Ratios on All Mortgages Dur-
ing Periods of Cyclical Rise and Decline in Mortgage Yields, 1953—63 96

Appendix Table 4-1. Yields on Bonds and Mortgages at Reference Cycle
Peaks and Troughs 97

5-1. Distribution of Conventional Mortgage Loans on One-Family Homes
Approved by National and Local Lenders in 1961 102

5-2. First-Mortgage Loans on One-Family Homeowner Mortgaged Proper-
ties in 1960, by Type of Holder 104

5-3. First-Mortgage Loans on One-Family Homeowner Mortgaged Proper-
ties in Selected Metropolitan Areas in 1960 105

5-4. First-Mortgage Loans on One-Family Homeowner Mortgaged Proper-
ties in 1960: Per Cent Held Inside Metropolitan Areas and Per Cent
Secured by New Properties, by Type of Holder 107

5-5. Per Cent of Outstanding Loans on One- to Four-Family Properties
Federally Underwritten, Selected Years 108

5-6. Selected Characteristics of Conventional First Mortgages on One-
Family Homeowner Mortgaged Properties, by Type of Lender, 1960 110

5-7. Differences in Gross Yield Between Life Insurance Companies and
Other Major Institutional Lenders on Conventional First-Mortgage
Loans Approved During May—December 1963 112

5-8. Variability in Gross Yield on Conventional First Mortgages Approved
During May—December 1963, by Type of Lender 114

5-9. Differences in Gross Yield Between Company 4 and Company 6,
Quarterly, 1951—63 117

6-1. Gross Effective Yield and Service Fee on Conventional Mortgages in
California by One Life Insurance Company, February 1960 123



TABLES XIII

7-1. Turning Points in Effective Yield: Authorization and Disbursement
Series of One Company 137

7-2. Cyclical Amplitude of Effective Yield in Authorization and Disburse-
ment Series of One Company 138

7-3. Distributions of Loans in Samples Drawn from Participating Com-
panies by Number of Days Between Finance Committee Meeting Date
and Earlier Stages of the Loan Transaction 139

8-1. Effective Yield on 6 Per Cent Contract Rate Mortgages Using Average
Life and Distribution of Lives, at Varying Maturities and Discounts 149

8-2. Estimated Life Expectancy of FHA and VA Mortgages, by Maturity 150
8-3. Differences in Effective Yield Between Yield Book and Formula 155
8-4. Deviation in Effective Yield Between Values Calculated in Program

and Values Obtained from Yield Book, U.S. Averages for FHA and
VA Mortgages, 195 1—63 156

9-1. Distribution of Ratios to Standard Errors of Differences Between
Census and Sample Values for Selected Loan Items, February 1960
and June 1963 Combined 162

9-2. Comparison of Gross Yield from Census and Sample, by Type of
Mortgage and Company 163

9-3. Frequency Distribution of Monthly Differences in Net Effective Yield
Between NBER Sample Series and Company Universe Series for
One Company, 1954—63 167

9-4. Characteristics of Conventional Loans Authorized by Life Insurance
Companies in 1963, NBER and FHLBB Series 170

9-5. Characteristics of Conventional Loans Authorized by Life Insurance
Companies, NBER and FHLBB Series, 1963 Annual Averages 172

Appendix Table 9-1. Sample and Total Loans Authorized by Each of Four
Life Insurance Companies in February 1960: Comparison of Selected
Items, Total United States 178

Appendix Table 9-2. Sample and Total Loans Authorized by Each of Four
Life Insurance Companies in June 1953: Comparison of Selected
Items, Total United States 180

Appendix Table 9-3. Characteristics of Conventional Loans Authorized by
Life Insurance Companies in 1963: NBER Series and FHLBB Series
on Newly Built Homes 182

Appendix Table 9-4. Secondary Market Yields on FHA (Section 203)
Home Mortgages, for Immediate Delivery, 1948—66 184

A-i. Percentage of Total Residential Loans Held by Life Insurance Com-
panies Accounted for by Four Companies in Survey 189

A-2. Percentage of Total Residential Loans Acquired by Life Insurance
Companies Accounted for by Four Companies in Survey 190

A-3. Distribution of Loans and Estimated Sampling Error of Gross Yield
by Type of Loan and Region 194

A-4. Standard Deviation of Gross Yield by Type of Loan and Region 196
A-5. Distribution of Months and Quarters by Size of Sample for FHA, VA,

and Conventional Loans, 1951—63 197
A-6. Company 4, Region 13 200



xiv TABLES

B-i. Stepwise Regression: Determinants of Gross Effective Yield on Con-
ventional Loans Authorized by Six Life Insurance Companies, Feb-
ruary 1960 210

B-2. Multiple Regression: Determinants of Effective Yield and Contract
Rate on Conventional Loans Authorized by Six Life Insurance Com-
panies, February 1960 213

B-3. Multiple Regression: Determinants of Effective Yield and Contract
Rate on Conventional Loans Authorized by Six Life Insurance Com-
panies, June 1953 216

B-4. Determinants of Gross Effective Yield on FHA and VA Loans
Authorized by Six Life Insurance Companies, February 1960 and
June 1953 218

C-i. Characteristics of Conventional Mortgage Loans on Residential (1—4
Family) Properties by Four Life Insurance Companies, 1951—63,

United States 223
C-2. Characteristics of FHA Mortgage Loans on Residential (1—4 Family)

Properties by Four Life Insurance Companies, 1951—63, United States 231
C-3. Characteristics of Conventional Mortgage Loans on Residential (1—4

Family) Properties by Four Life Insurance Companies, 1951—63,
Correspondent Loans, United States 239

C-4. Characteristics of FHA Mortgage Loans on Residential (1—4 Family)
Properties by Four Life Insurance Companies, 1951—63, Correspondent
Loans, States 247

C-S. Characteristics of Conventional Mortgage Loans on Residential (1—4
Family) Properties by Four Life Insurance Companies, 1951—63,
Direct Loans, United States 255

C-6. Characteristics of FHA Mortgage Loans on Residential (1-4 Family)
Properties by Four Life Insurance Companies, 1951—63, Direct Loans,
United States 261

C-7. Characteristics of Conventional Mortgage Loans on Residential (1-4
Family) Properties by Four Life Insurance Companies, 1951—63, East 267

C-8. Characteristics of Conventional Mortgage. Loans on Residential (1-4
Family) Properties by Four Life Insurance Companies, 1951—63, South 269

C-9. Characteristics of Conventional Mortgage Loans on Residential (1-4
Family) Properties by Four Life Insurance Companies, 1951—63,
North Central 271

C-i 0. Characteristics of Conventional Mortgage Loans on Residential (1-4
Family) Properties by Four Life Insurance Companies, 1951—63, West 273

C-il. Characteristics of FHA Mortgage Loans on Residential (1-4 Family)
Properties by Four Life Insurance Companies, 195 1—63, East 275

C-12. Characteristics on FHA Mortgage Loans on Residential (1—4

Family) Properties by Four Life Insurance Companies, 1951—63, South 277
C-13. Characteristics of FHA Mortgage Loans on Residential (1—4

Family) Properties by Four Life Insurance Companies, 195 1—63,
North Central 279

C-14. Characteristics of FHA Mortgage Loans on Residential (1—4

Family) Properties by Four Life Insurance Companies, 1951—63, West 281



TABLES XV

C-iS. Characteristics of Conventional Mortgage Loans on Residential (1—4
Family) Properties by Four Life Insurance Companies, 195 1—63,
New England 283

C-i 6. Characteristics of Conventional Mortgage Loans on Residential (1—4
Family) Properties by Four Life Insurance Companies, 195 1—63,
Middle Atlantic 285

C-17. Characteristics of Conventional Mortgage Loans on Residential (1—4
Family) Properties by Four Life Insurance Companies, 1951—63,
South Atlantic 287

C-18. Characteristics of Conventional Mortgage Loans on Residential (1—4
Family) Properties by. Four Life Insurance Companies, 195 1—63,
West South Central 289

C-19. Characteristics of Conventional Mortgage Loans on Residential (1—4
Family) Properties by Four Life Insurance Companies, 1951—63,
East South Central 291

C-20. Characteristics of Conventional Mortgage Loans on Residential (1—4
Family) Properties by Four Life Insurance Companies, 195 1—63,
East North Central 293

C-21. Characteristics of Conventional Mortgage Loans on Residential (1—4
Family) Properties by Four Life Insurance Companies, 1951—63,
West North Central 295

C-22. Characteristics of Conventional Mortgage Loans on Residential (1—4
Family) Properties by Four Life Insurance Companies, 1951—63,
Pacific 297

C-23. Characteristics of Conventional Mortgage Loans on Residential (1—4
Family) Properties by Four Life Insurance Companies, 1951—63,
Mountain 299

C-24. Characteristics of FHA Mortgage Loans on Residential (1—4

Family) Properties by Four Life Insurance Companies, 1951—63,
New England 301

C-25. Characteristics of FHA Mortgage Loans on Residential (1-4
Family) Properties by Four Life Insurance Companies, 1951—63,
Middle Atlantic 303

C-26. Characteristics of FHA Mortgage Loans on Residential (1—4

Family) Properties by Four Life Insurance Companies, 1951—63,
South Atlantic 305

C-27. Characteristics of FHA Mortgage Loans on Residential (1—4

Family) Properties by Four Life Insurance Companies, 1951—63,
West South Central 307

C-28. Characteristics of Fl-IA Mortgage Loans on Residential (1—4

Family) Properties by Four Life Insurance Companies, 1951—63,
East South Central 309

C-29. Characteristics of FHA Mortgage Loans on Residential (1—4

Family) Properties by Four Life Insurance Companies, 195 1—63,
East North Central 311

C-30. Characteristics of FHA Mortgage Loans on Residential (1—4

Family) Properties by Four Life Insurance Companies, 1951—63,
West North Central 313



XV! TABLES

C-31. Characteristics of FHA Mortgage Loans on Residential (1—4

Family) Properties by Four Life Insurance Companies, 195 1—63,
Pacific 315

C-32. Characteristics of FHA Mortgage Loans on Residential (1—4

Family) Properties by Four Life Insurance Companies, 195 1—63,
Mountain 317

C-33. Characteristics of Conventional Mortgage Loans on Residential (1—4
Family) Properties by Four Life Insurance Companies, 195 1—63,
California 319

C-34. Characteristics of Conventional Mortgage Loans on Residential (1—4
Family) Properties by Four Life Insurance Companies, 195 1—63,
Florida 321

C-35. Characteristics of Conventional Mortgage Loans on Residential (1-4
Family) Properties by Four Life Insurance Companies, 195 1—63,
Michigan 323

C-36. Characteristics of Conventional Mortgage Loans on Residential (1-4
Family) Properties by Four Life Insurance. Companies, 195 1—63,
New Jersey 325

C-37. Characteristics of Conventional Mortgage Loans on Residential (1—4
Family) Properties by Four Life lnsurance Companies, 195 1—63,
New York 327

C-3 8. Characteristics of Conventional Mortgage Loans on Residential (1-4
Family) Properties by Four Life Insurance Companies, 1951—63,
Ohio 329

C-39. Characteristics of Conventional Mortgage Loans on Residential (1-4
Family) Properties by Four Life Insurance Companies, 195 1—63,
Pennsylvania 331

C-40. Characteristics of Conventional Mortgage Loans on Residential (1-4
Family) Properties by Four Life Insurance Companies, 1951—63,
Texas 333

C-41. Characteristics of FHA Mortgage Loans on Residential (1—4

Family) Properties by Four Life Insurance Companies, 195 1—63,
California 335

C-42. Characteristics of FHA Mortgage Loans on Residential (1—4
Family) Properties by Four Life Insurance Companies, 195 1—63,
Florida 337

C-43. Characteristics of FHA Mortgage Loans on Residential (1—4

Family) Properties by Four Life Insurance Companies, 195 1—63,
Michigan 339

C-44. Characteristics of FHA Mortgage Loans on Residential (1-4 Family)
Properties by Four Life Insurance Companies, 1951—63, New Jersey 341

C-45. Characteristics of FHA Mortgage Loans on Residential (1-4 Family)
Properties by Four Life Insurance Companies, 1951—63, New York 343

C-46. Characteristics of FHA Mortgage Loans on Residential (1—4 Family)
Properties by Four Life Insurance Companies, 195 1—63, Ohio 345

C-47. Characteristics of FHA Mortgage Loans on Residential (1-4 Family)
Properties by Four Life Insurance Companies, 1951—63, Pennsylvania 347

C-48. Characteristics of FHA Mortgage Loans on Residential (1—4 Family)
Properties by Four Life Insurance Companies, 1951—63, Texas 349



Charts

3-1. Gross Yield and Contract Rate on Conventional Loans, 1951—63 35
3-2. Conventional Mortgage Yields and Long-Term Government Bond

Yields, 1948—67 51
4-1. Yield Differential Between Conventional and FHA Loans, 1949—67 64
4-2. Gross Yield on Conventional Loans, 1951—63: Direct Versus Corre-

spondent Series 83
4-3. Loan-Value Ratio and Maturity on Conventional Loans, 1951—63 91
4-4. Maturity on Conventional Loans as a Per Cent of Trend, 1961—63 92
4-5. Loan-Value Ratio and Maturity on FHA Loans, 195 1—63 93
4-6. Loan-Value Ratio and Maturity on VA Loans, 195 1—63 94
4-7. Loan-Value Ratio and Maturity on All Residential Loans, 1951—63 95
6-1. Average Service Fees on Correspondent Loans, 1951—63 124
6-2. Intercompany Differences in Net Yield on Correspondent Loans Com-

pared to Differences in Gross Yield Between Direct and Correspondent
Loans, Quarterly, 195 1—63 0 126

7-1. Contract Rate on Conventional Loans by Life Insurance Companies,
Quarterly, 195 1—63 133

7-2, Net Yield on FHA Correspondent Loans by One Company, 1954—64:
Authorization Versus Disbursement Basis 134

7-3. Net Yield on Conventional Correspondent Loans by One Company,
1954—64: Authorization Versus Disbursement Basis 135

7-4. Net Yield on All Residential Correspondent Loans by One Company,
1954—64: Authorization Versus Disbursement Basis 136

9-1. Net Yield on Conventional Correspondent Loans by One Company,
1954—63: Sample Versus Universe Series 164

9-2. Net Yield on FHA Correspondent Loans by One Company, 1954-63:.
Sample Versus Universe Series 165

9-3. Net Yield on VA Correspondent Loans by One Company, 1954-63:
Sample Versus Universe Series 166

9-4. Gross Yield and Contract Rate on FHA Loans, 195 1—63 174
9-5. Gross Yield and FHA Mortgages, 1951—63: Authorization Series on

Direct Loans Versus Secondary Market Series 176

Figures

3-1. Hypothetical Cyclical Changes in Interest Rates 37
4-L Yield on a 5½ Per Cent Thirty-Year Mortgage Priced at 95 and 105 73





Acknowledgments

A large number of people have contributed to this study at various
stages. A committee consisting of William H. Brown, Jr., Gerhard Bry,
William A. Clarke, Joseph W. Conard, George T. Conklin, Jr., Saul
Kiaman, Jacob Mincer, Geoffrey H. Moore, and James J. O'Leary
helped plan the general design of the study. Joseph Conard and James
J. O'Leary provided particularly valuable counsel and assistance in
the early stages. Among the many university students who helped com-
pile and process data at the participating companies, Herbert Gross-
man, Jacob DeRooy and William Stellenwerf were particularly helpful.
Invaluable technical assistance on many phases was freely given by
many mortgage loan specialists at life insurance companies. Fred Avril,
J. J. Carney, Lawrence Cortelyou, Thomas J. Maconkey, and Peter
Samuelsen saved us from grievous error on numerous occasions. The
IBM Corporation was particularly generous in giving us computer time.
Most of the programming was done by Juanita Johnson with the assist-
ance of Martha Jones, while Gerhard Bry and Charlotte Boschan
counseled us on special programming problems. Extensive clerical
operations with the final data were supervised with great skill and
dedication by Irene Sampson. H. Irving Forman drew the charts. The
manuscript was skillfully edited by Gnomi Schrift Gouldin, who also
saw it through production. A committee consisting of Philip Cagan,
Avery Cohan, Robert Moore Fisher, Manuel Gottlieb, and Richard
Selden read an early version and made valuable suggestions for re-
vision. Finally, we would like to thank Harold G. Haicrow, Wallace J.
Campbell and Willis J. Winn of the NBER Board of Directors reading
committee.

JACK M. GUTTENTAG
MORRIS BECK




