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PART I

INTRCDUCTICN




INTRODUCTICRN

During the last two years there has been a widespread
demand for agricultural relief amcng farmers in order that
they might not lose their farms from foreclosures.As a
result of this,many surveys have been made to determine the
actual situation of the farmers.Such a survey hzd not been
undertaken for Colorado .

According to census figures the number of owner-oper-
ated farms which were mortgaged in the United gtates in-
creased from 35.4 percent in 19220 to 39.1 percent in 1930%.

Colorado has had a similar increase ,During the last
20 years Colorado farmers have greatly increased their
credit secured by first mortgages on real estate and other
property.In the United States Census report for 1200
there were stated to be for Colorado 4,810 owner-operated
farms with mor:gage devt; this was approximately 26 gercent
of the total number of such.Later census figures show that
this mortgage indebtedness has steadily increased ,reaching
a reak in the period of 1920 to 1935 .

For full-owned farms the 1910 census report gives the
total value of land and buildings in Colorade as $77,332, -
068 and the amount of the mortgage debt as 318,986,086;or

24 .6 percent of the total value .

The mortgage report in this 1910 census does not

1.United States Census Report for 1930,
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3 - _
lstate the mortgage debt to be long term indebtedness, but

it may be safely assumed that these mortgages were fer long
periods of time, as short time loans are gseldom secured Dby
mortgages on farms,

By 1920 the value of full-cwned land and buildinge had
increased to a peak of $211,700,699 .The mortgage indebt-
edness had increased to $62,623,338 which rerresented 22.58
cercent of the capital invested in such farms.

In the reporte of the 1235 census the value of full-
owned land and buildings had dropped to $144,085,345 , but
the mortgage indebtedness had decreased only to $€1,408,329}
The mortgage indebtedness had thus increased to 42.6 per-
cent of the capital invested in such farms .By 19230 the
value of land and buildings was further decreased to $97,
701,953 and the amount of the mortgage indevbtedness sharply
decreased to $37,735,937.This was 38.52 rercent of the
value of the land and buildings.1

Figure 1 shows the relation between the amount of
indebtedness and the ®walue of full-owned land and buildings
on the rercentage basis for colorado for the pericd of 20
years, from 1910 to 1230 .

gigure 2 shows the curve for prices of agricultural
producte from 1210 to 1932 ,It shows, especially, the
high prices received for agricultural products from 1917

to 1920.It was in this period of high vrices that the

1.United Stztes Census Report for 1210,1930,1925,1930.
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Dulk Of the Farm-m-rigage indebtedness was contracted X
After this very high rise,prices suddenly dropped as shown
by the grarh,and finally reached the lowest level in 1932
of the 32 year period.

Figure 3 shows the relationship of the income and
debt of the farmers in the country as a whole.¥hen prices
for agricultural products were high , the income was also
high and the debt was not sc noticeable, but as the income
vegan to decrease with the lo-ering of prices for agricul-
tural rroducts, the farm-mortgage debt failed to lewer
until after 1928. The relationship of debt to income in
1932 is significant in the farm-mortgage situation for it
is aprlicable to Colorade farmers because their income is
derived from agricultural products as other farmers in the
United States.

Accompanying the pericd of rising prrices was the
increased transfer of land.In general,the transfer of land
and the tendency during this period -to expand the invest-
ment in livestock and eguipment demanded greater loa.ns.l
This,too, added another element in the farm-mortgage sit-
uation.

In addition to the irregular downward trend of prices
for agricultural proiucts, 2Bpecially, the lowness of the
price level in 1933,the relationship ¢f debt-to-value of

farm land and buildings, and the relationship of farm-

1.Wickens,David L., "Farm-Mortgage Credit",United States
Department of Agriculture,Technical Bulletin 288 p.20.
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mortgage indebtedness to the income of the farmers, is the
rather heavy tax burden of the farmers.

Taxes constitute an element in the farm-mortgage sit-
uation, for taxes must be paid or the farm will be sold
for taxes. If a farmer must pay high taxes and his in-
come is small due to a downward trend of prices for agri-
cultural products and unfavorable weather conditions which
are not conducive to good crop yields, he will have very
little left with which to live or to pay on a mortgage
debt.

Table 1 shows the mill levy and assessed valuation

for the years 1913 and 1932. in Colorado .

Table 1.

Year Mill levy Assessed valuation
1913 14.5 $1,306,391,395
1932 30.0 1,2380,098,980

Source: Colorado ¥earbook , 1933, .34

Colorado Tax Commission Report, 1215,p. 61-63,

Stackelback, D.F.,"Denver Post", Qctober 1,'33.

Again considering the present price level and then

considering the assessed valuation of property and the mill
levy for the years 1213 and 1933, we find that the mill

levy is twice as great as it was in 1913 and the assessed

valuation is approximately the same. This means that the

farmer is paying greater taxes than his income would rer-

mit according to the curve of price levels of 1913 and

1933,
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In view of these.facts relative. to the farmers sit-
uation, the writer has taken for a title of this paper
nAN ANALYSIS OF LONG TERM or INVESTMENT CREDIT in COLORADOM

As a guide in making this survey the writer has set
up the following objectives:

1.To survey broadly the farm-mortgage situation in

Colorado in order to find what has been done in
farm-mortgage credit by the institutions which
suprly this type of credit to farmers.

2.From the findings of the survey, to analyze the

farm-mortgase situation as it is at the present.
3.From the results of the survey, to offer suggestiong
for the improvement c¢f farm-mortgage credit in

Colorado




HISTORY of AGRICULTURAL INVESTMENT CREDIT in COLORADOC

E.S. Sparks says , "a study made in 1894 revealed
that 55 percent of the mortgages of the country were held
by local investors; non-resident investors held about 18

rercent of the mortgages, the :zavings banks about 10 per-

companies less than 2 percent of the mortgages.

"Mortvage companies were especially adapted to deal
in real estate in the West! says Sparks. In 1891 there
were seven such companies operating in Colorado; Nebraska
had twenty-three such companies at that timea;

1t is safe to assume that commercial banks and pri-
v2te individuals furnished the bulk of the mortgage credit
for Colorado farmers, since none cf the larger investment
lcredit institutions were lending in Colcrado from 1900 to
1910, or even a few years later. No mention is made in
the census reports as to the source of the mortgacze credit.
Life insurance companies began their lending oper-
ations in Colorado sometime after 1900. No data are com-

piled until 1914 at which time the " Annual report of

1. Sparks, E.S., " Acricultural Credit in the rmmited State#

pp. 178-179,
3. 1oid., p.179.

cent, building and loan assocfations 5 percent, and mortgagd
1

p
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the association of Life Insurance Company Presidents”
began listing the amounts ¢f loans madelin the Mountain
division, in which Colorado is located.

A survey made in 1916 by the pnited States Department
of Agriculture finds life insurance companies holging 8.5
percent of the total farm mortgages in Colorado .u

In 1918 the Federal Farm Loan Act passed. It embodied
three principles: (1) To provide for a longer term of
loans and the payment by amortization. (2)Reduce the cost
of borrowing by reducing the adminstrative charges and
giving mobility to funls seeking investment. (3) Mobilize
the credit so effectively that interest rates cn mortgage
loans will be equalized.3

State funds and state credit agencies have furnished
some of the agricultural investment credit, but these are
fast fading from the picture.

In the period with which we. are concerned farmers have
resorted to some form of credit. 1Ian the 18th report of the
Association of Life Insurance Company Presidents, it is
said that "farmers require orerating capital , in normal
times, so far as they rerresent borrowed money, are nor-
mally supplied by local banks in the form of short term obli

4
gations™, 1In abnormal time"liquidation is difficult and

1. Annual report of the Association of Life Insurance Cou-
rany Tresidents, 1914,

mited Ctates Dep=rtuent of A~riculiture, ™lletin 384
p.10 , 1916.

Putnam, G.E., "American Economic Review", December, 1918
pp.770-789.

Op.Cit. 1 , p.180.

Lo

TN
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refinancing in the form of farm-mortgage loans has been
the practice."l

This is evident by reviewing some of the purroses of
the long term credit in the tables which will aprear later
in the paper. When the farmer attempts to raise his stan-
dard of life,acquire better equipment,and other things, he
finances these in the form of short time loans and as these
accumulate to such an extent that lijuidation is difficult,
he resorts to some other form of credit with which he may
liquidate the short term obligations and later liguid-
ate the longer term obligations by amortization with lower
interest charges distributed over a number of years.

Such credit as this was se%t into operation by the
Federal Land Bank in 1917, and is now being adorted by
some insurance companies.

When these new systems of investment credit for
agriculture sprecad into @olorado ,they vere influential
in redacing the interist charges made by local banks and
the mortgage companie;. This was cne of the reasons why
the Federal Farm Loan Act was so welcomed by the farmers.

Wickens reviews the farm-mortgage situation as follows;
ftaken a8 a whole , the mortgage on ranv farms has been a
definite burden during the last decade since prices have
fallen and indebtedness has remained.]n addition to rising

land values before 1220 and the funding of other debts

L.Annual report of the Asscciation of Life Insurance Com-
pany Presidents,15924,p.160.

B.Tg%ged States Department of Agriculture Bulletin 384,pl2.
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since that time , an important factor has been the increase
due to the cost of the existing debt."1 *

Whenever the interest from the farm-mortgage debt
aprroaches the net income of the farmer , it will tend
to add to the distress of the farmer, and eventually put
him out of business. If the income is such that the charges
on the debdt may be paid and the farmer still maintzin a
standard of life , the mortgage situation is not so vivid.
That is , if the prices for agricultur=zl rrocducts are 8O
low , or that the yield is so poor that the returns will
not mee* the interest charges on a debt,the creditor or
creditors become frantic and want their interest, if int-

erest is paid regularily things run along smoothly and

little is said.

Wickens,David L.,"Farm-Mortgage Credit",United States
Department of Agriculture Technical Bulletin 288 ,p.18.
*Cost of the existing debt is the interest paid on the debtl




PART 1II

AGENCIES THAT DEAL WITH INVESTMENT CREDIT
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M THODS AND PROCEDURE USED IN THE RESEARCH

That the objectives set up in the introduction may oe
satisfied ,the writer will make the survey from material
which has been published with respect to the agencies
which deal with farm-mertgage credit .

The principle agencies that deal in farm-mortgage
credit with respect to their importance are:Fsderal Land
Bank, Life Insurance pompanies, private investors, and
other agencie;.

The source of material will be from the United States
census reports ,Annual Report of the Fesderal Farm Loan
Board, reports from the rederal Land Bank of Wichita, and
other reports that the Department of kconomics and Soc-
iology may furnish .

SAMPLING

Nineteen cocunties were used for a sample in this
study of investment credit . The counties are:Baca,
Boulder, klbert,Huerfano, Jackson, Kit Carson, Larimer,
Logan, wmesa, Montezuma, Montrose, Park, Prowers,Pueblo,
Rio Grande, Saguache, Sedgewick, Weld, and Yuma. The
counties were selected from such regions as the dry land
regions,from the typically irrigated regions, those regions
devoted to livestock raising, those in which fruits are
raised, and other such regions which are set apart by
geographical make-up.

The counties which are located in the typrically

-

j, Wickens, David [.,"Farm-Mortgage Credit® p. 21
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dry~land regions are Logan,SedgeWick,‘Yuma,'and Kit Carson.

1n this region wheat and corn are the chief crops.

Jackson county is located in the mountaineous region

which is particularily well adapted to the raising of

livestock .Park county is another such mountainous region.

Baca county, in the Boutheastern part of the state is

a dry-land region and wheat and corn are the main Crops

in this county .In the San Luis Valley of which Saguache

county is a part,potato growing is one of the main crops.

~n the Western Slope where Montrose and iMesa Bountiss are

located ,are grown many fruits,and truck gardening flour-

ishes.Montezuma county is imperfectly developed for agri-

culture, however,some dairying is done in this county .

The Arkansas Valley is well known for mellon raising and

vegetable crops.Prowers and Pueblo countics fall in this

gsection also . Larimer, Weld, and Boulder are the typically

irrigated regions. Mining is the chief industry in Huer-

fano county, although some agriculture is carried cn.
Figure 4 is a map of Colorado showing the counties

used in the sample.
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PART IT
ACENCIES THAT DEAL IN INVESTMENT
CREDIT IN COLORADO
The Federal Land Bank is not an old agency conducting
loaning operations in Colorado . It was established
since 1918.

Created by the Federal Farm Loan Act in 1916 , section
12,"provides that all loans made by a Federal Land Bank
'shall oe a duly recorded first mortgage on farm land
within the land bank district in which the bank is located!
It provides further that 'no such loan shall exceed 50
perzent of the value of the land mortgaged and 20 percent
of the value of the permanent, insured improvements there-
on,said value to be ascertained by appraisal, as provided
for under section 10 of this act'.

The Farm Loan Act provides that in making aprraisals
'the value of the land for agricultural purposes shall
be the basis of apprraisal and the earning power of said
land shall be a principal factor'. Small farms operated
on a part time basis which , in the orinion of the land-
bank appraiser, are incapable of prroviding sufficient
income from the farm business to pay operating expenses,
support a famidy, and retire a land-bank loan are con-
sidered ineligible as security for a loan even though
their residential value may be such as t0 make them a

safe risk .Federal Land Banks are so prohibited from making

loans on highly specialized farms of limited acreage
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even though such farms are capable of providing sufficient
income from the farm business to pay operating expenses,
support a family, and retire a land-bank loan .

kvery person who obtains a Federal Land Bank loan
must become a member of a local association of borrowers
known as & "National Farm Loan Association”.

National Farm loan associations are independent
corporations chartered under the Federal Farm Loan Act .
All applications must be made through a national farm loan
association, The association makes its own appraisal .

The application, together with the association's ap-
praisal reprort and recomendation, is forwarded to ths
Federal Land Bank. If, in the orinion of the Bank, the
security is satisfactory and if it is eligible as a2 basis
for a land-bank loan, the application is referr=d to the
land-bank appraiser who makes a second appraisal .A loan
cannot be made unless the reports of the national farm-
loan association and the land-bank's agpraisal are favor-
able. If the amounts recomrended by the association and
the land-bank appraiser differ, the bank may not loan in
excess of the smaller amount recommended by either the
national farm-loan association or the land-bank appraiser,
or it may rsfuse to make the loan even though it is recom-
mended by both the association and the aprraissr.

Land-bank appraisers are appointed by the Federal

Farm Loan Board and, while they are paid by the land-banks,

they are in no way responsible to them. They are directly
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responsible to the Farm Loan Board. It is their duty to
investigate and report upon all applications for loans
submitted to them by the Federal Land Banks.

If a loan is made the money is paid by the bank to
the borrower. The lccal loan association does not have
any funds of its own to loan. However, the association is
fequired to endorse the borrower's note. In case the
borrowe2 defaults, the association , as endorser ,is held
liable for the payment of the loan’.'1
The Federal Farm Loan pct provides that loans be made
for periods of 19%-years, 33-years, and 344-years. The
rate of interest is 53 percent

"The shortest term for which the Bank makes amortized
lcans is 194-years. On a loan of $1000, thirty-eizht
payments of 4% percent of the original principal made each
six months pay all the interest and principal exeept $16.85|
which is the 39th payment. Total payments amounting to 83
percent of the original loan for 19 years, and a smaller
final payment, discharge the obligations and pay the debt
in full.

This 19%—years loan is preferred by borrowers who are
determined to decrease their outlay for interest and to get!

2
out of debt as rapidly as possible ",

1. An Analysis of the Loaning Operations of the Federal
Land Bank of Springfield, nulletin 549, pp. 8-7-8.

2. Circular from the Federal Land Rank of Wichita, November|
1932,
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"The 33-year loan which the bank is making haes many
advantages.The chief feature is that the semi-annual in-
stalments to be paid decrease as the principal is reduced.
Payments on principal equal to 14 percent of the original
amount of the loan are to be made each 6 months, and the
interest rate of 5% percent on the unpaid balance becomes
due at the same time.

This form of loan meets the needs of farmers who wish
to conserve the returns of unusually zood years by re-
ducing the mortgage debt on their farms.Any number of in-
stalments to oe applied on principal may be paid at any
interest paying time after the loan has been in force
5 years.

While this 33-year, decreasing semi-annu=l payments ,
b ioan does not pay off as rapidly as the 195-year loan, it
is easier to make additional principal payments on it.
This makes it fit in better with variable annual returns
from crop production . Additional paymenis on principal
decreases the semi-annual instalments to be paid, which
is not the case with the 19%-year loan %"

In the 344-year loan, the payment on the principal
gradually increases from time to time, while the interest
starts rather high and decreases from time to time.
Usually the total payments made each year are little more

2
than interest on a short time farm loan.

1.Circular from the Federal Land Bank of Wichita,November,
1932.

2, 10id.
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The Ninth Federal Land Bank District is composed of
Four states;Colorado, Kansas, Oklahoma, and New Mexico .
the bank of the Ninth Federal Land Bank District is
located at Wichita, Kansas and is known as the "Federal
.and Bank of Wichita". It is through this bank that all
Federal Land Bank loans made in Colofado, New Mexico,
Dklahoma,and Xansas must pass.

Since the organization of the Federal Land Bank of
Wichita in 1917 to December 31,1932, there has been 41,631
loans closed , 11,336 of which Loans were closed in Colo-
rado. An average of 27.2 percent of the total loans closed
for the district were in Colorado. Colorado has received
26.6 percent of the amount loaned to farmers by the Wichita
Bank from the time of its organiza‘tion until Decembsr 31,
1933.

Tavle 2 shows the number and amount of loans closed

by the Tderal Land Bank during each year of its operaticn
and also the ratios of the number and amount of loans
closed in Colorado to the number and amount closed in the
district.

According to the annual report of the Federal Land
Bank of Wichita for 1919, 763 loans were closed in Colorado,
amounting to $1,807,300. This amount was 20.3 percent of
the loans closed in the disstrict .

Especialiy striking are the figures for the amount
and number of loans closed in 1923 and 1933 in Colorado.

In 1922 ,1,771 loans were closed amounting to $5,555,300
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Table 2.

Number and amount of loans closed by the Federal Land'Bank
and the ratio of the Colorado loans to those in the dis-
trict by years from 1917 to 1833.

Year Colorado Wichita dist. percent of
loans in Colo.
No Am% No. Amt. to Wich.dist.
No. Amt.
S Net.avaiiable ......................
1018 . i it i it e et e ee e et
1919..763..%1,807,300..3,637..§% 8,868,700..29.04..30.37
1920..509.. 1,359,200..1,954 10,045,800, .26.04.,.12.54
1921..553.. 1,601,600..1,82° 3,345,800..30.23..49.30
1922.1y71.. 5,555,300..5,518 21,240,300,.37.17..258.15
1923 1641.. 6,187,400..4,794 8,045,200..34.23..75.85
11924 1281.. 4,3835,500..4,335 25,472,550..22.79..19.37
1925..874 2,730,600..1,983 7,697,300..33.98..35,34
1926..462.. 1,793,500..1,233 7,478,200..23.20..233.98
19237..557.. 2,164,30C..2,438.. 8,326,300..32.95..25.44
11928..413 1,382,700..1,581.. ©5,532,100..34.55..35,.03
1929..313.. 1,207,800..1,088.. 3,779,400..28.75..31.90
1930..331.. 1,395,500..1,253 4,737,800..26.41..329.45
1931..258.. 0,965,100..0,982 3,202,300..26.00..29.37
1932..100.. 0,304,700..0,560.. 1,834,400..17.86..18.581
Tot.11326 35,983,300 41,831 135,094,550 380.90 421.40
Av. 809 2,570,300 2,974 9,549,510 27.21 3C.10

Source : Annual Report of the Federal Farm Loan Board;

years of 1919 to 1932,

This was 37.17 percent of the number of loans closed by

the Wichita Bank during that year. Tn 1923 ,1,641 loans

were closed and these loans amounted to ®/,167,400.
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The number of loans closed during the year was 34.3 per-

cent of the total number of loans closed by the Bank that
year and the amount of these loans was 76.6 percent of

the amount of the loans closed by the Bank this year .This
indicates that Colorado received a large amount of credit
from the Federal Land Bank during 1933.

In 1932, oi:ly 100 loans were closed which was the
smallest number ever closed by the Federal Land Bank of
Wichita since its organization
In a campaign for reiief, .farmers are more ccncerned
with what they owe now than with what they owed some time
ago .The present encumberance of the farmers who have loans
with the Federal Land Bank is shown in the net amount of
ocutstanding loans.

Table 3 shows the net and gross amount of loans out-

standing by the Federal Land Bank of Wichita from 1928-1232

Year Number of loans Amount of loans
Net Gross Net Gross
1938 8,771 10,364 %25,205,910 732,112,700
1928 8,863 10,877 25,305,893 33,318,500
1930 8,972 11,008 25,336,045 34,713,500
1931 §,972 11,326 25,150,713 25,678,800
1933 9,049 11,3286 e 35,983,300

Source :Annual Beport ¢f the Federal Farm Loan Bcard for
1828,1929,1930,1931,1232.

The number of loans outstanding in Colorado in 1928

was 8,771; the net*amount of the loans was %23%,205,910

* A net loan is one on which instalments have been paid.
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compared with 10,364 gross loans .The gross amount of these
loans was $32,112,700 . |

This shows that 1,593 loans have bdeen cleared‘by
retiring the debot ,or perhaps by foreclosure in some casesg.
1t also shows that $6,905,720 was involved in the trans-
ition from gross loane to net loans.

In 1931 there were 9,049 net loans outs+tanding in
Colorado by the Federzl Land Bank from its organization
until December 31,1931.

As time goes on more and more loans are retired each
year, out the amount reguired to retire each loan remains
about the same ,This is shown by comparing the data for
gross loans and net loans outstanding, also by comparing
the gross amount with the net amount of each years loans

The gross amount of loans in 1931 was $35,678,800;
the net amount of loans for the same year was §25,150,713,
the difference between these sets of figures is §10,537,899
This shows that loans are being retired ,even in, years
like 1931. These data show that the amount of outstanding
loans remains about the same. From 1828 to 1931 the amount

of net ocutstanding loans remained around the £25,230,000

mark, and naturally as more loans are closed more are re—
tired each vyear.

The net cutstanding loans in Colorado by the Federal
Land Bank are compared with the mortzage indebtedness
reported in the United States census for Colorado for 1930.

This comparison shows the volume of Federal Land Bank loans




21

in Colorado .
Table 4 shows the net outstanding lcans of the Fed-
eral Land Bank of Wichita for Colorado and the amount of

mortgage indebtedness on full-owner farms for 1625 and

1930.
Table 4.
Year Amt.of mortgage Net outstanding
debt in Colorado loans of Fed.Land
BRank for Colorado.
18235 361,408,229 ..Not.available..
1930 37,735,939 $25,336,045

Source: United States Gensus report for Coloradc,
- 1925 and 1830.
Annual Report of the Federal Farm Loan Board
for 1930.

The mortgage indebtedness of these farms was $37,
735,929 in 1930.The same yeat the amount of the outsvand-
ing loans of the Federal Land pank was §235,336,045, dis-
regarding that this figure is an accumulative amount
from the organization of the Federal Land Bank , it shows
that the Federal Land Bank is lending money to farmers
in Colorado

One of the advantages of a long term loan is that
the borrower may borrow a greater sum of money at one
time with which he may liquidate short term obligaticns
and other debts on which he must pay high rates of in-
terest , and in the case it is necessary to refinance them

must pay large refinancing charges.

The bulk of Federal Farm loans are to pay mortgages
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and to pay other debts.

Table 5 shows the amount* and percent of the total
amount of loans submitted for aprroval for each purpose**
in the Ninth Federal Land Bank District.

The average amount used to pay morigages was 58.8
percent of the loan, and the average amount per year used
to pay mortrgages was $1,726,636.

Ranking next to the money borrowed to pay mortzages|
was 15.5 percent to pay other debts.The average amount®t for
this purpose was $493,2385.

The average amount used to purchase land was 10.5
rercent of the total amount.Implements and equipment take
an average of 6.0 percent ,while 5 percent must be sub-
scrived for bank stock .

In 1231 the rercentage used t0 pay mcrtgages was
69.4.This is important because, as short crop returns
makes the short.term obligations pile upr,the farmer must

resort to long term credit at low costs.

* The Federal Land Bank in its rerorts dces not list
the amount of the loans for each puriose, but it gives an
accunulative amount from the organization of the bank to
the end of each yeat, making it necessary to subtract from
the amount of the loans of the year in question the amount
of the loans cf the year previous to it.

*x After 19268 the amount loaned for the purpose of
purchasing livestock,fertilizer,irrigation,etc.,are in-
cluded in the column for implements and eguipment.No men-
tion is made of the amount for the purchase of other land
after 1928,
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Some discrepancy is found in the figures for loans

closed and the amounts for the different purposes of the
loans.Thie is probably due to the loans submitted for
approval and those actually closed.

Table 6 shows the amount of loans closed and the
amount of loans from which the figures for purposes were

taken .The amounts are for the entige district.

Table 6
Year Amount of loans Amount of loans
closed for all purposes

1922 $5,555, 300 4,824,300
1823 6,167,400 5,883,4C0
1924 4,935,500 5,396,800
1935 2,720,600 2,851,940
1226 1,793,600 1,524,580
1937 2,164,300 3,759,140
1928 1,382,700 1,805,093
1929 1,308,800 1,304,750
1930 1,395,500 1,193,000
1831 965,100 1,873,313
1233 304,700 Net.available

Source: Annual Report of the Federal Farm Loan Board,
1932 to 1237,

Taole 7 shows the average amount of the loans
closed by the Federal Land Barnk of Wichita for each farm.
The table is striking because it shows that at Tirst the

Federal Land Bank made small loans and as it became es-

tablished it increased its loaning operations. Its greatest
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average loan per farm was in 1930. In 1533 the average

amount per farm was $3,047, a drop of over a thousand
dollars.

Table 7.

Average amount of loans closed per year ,per farm by

the Federal Land Bank of Wichita for Colorado, 1921S-1233

Year Amount Year Amount
1918 $2, 368 19258 73,882
1830 2,475 1937 3,885
1921 2,898 1928 3,347
1922 3,138 1932 3,852
1933 3,758 1830 4,214
1024 3,831 1931 3,740
1225 4,036 19372 3,047

Source: Annual Report ¢f the pederal Farm L¥an Bceard,
1919 to 1932.

For the sake of comparison , the writer wishes to
compare the average farm-mortgage debt per full-owned farm
with the debt of farmers with loans from the Federal Land
Bank of Wichita for 1910,1930,1925,and 1S30. Table £ shows
this comparison,

Table 8
Average mortgage debt on farms from census report and

from the Federal Land Bank for 1910,192C,19235,and 1930

1910 1920 1925 1930
F.L.B. Rot avail.$2,475 ®4,038 t4,214
Cen, "2,508 3,980 4,251 3,857

Source; United States Census for 1210,1920,1835,and 1230.
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The average loan of the Federal Land Bank was about

$400 larger than the average of the debt on the fulli-owned
farms listed in the census for 1530,

Refering to table 7,the loans have all been close
to £3,800 and the outstanding amounte of loans,according to
table 3, have remained steady. 1In order to have these two
cslements ‘remain approximately the same amounts, it resjuires
a conservative valuaticn. This is a point in favor of the
Federal Land Bank , for-they make their loans very con-
servatively.The loan mentioned above is about one-third of
the valuation of full-owned land and buildings listed in
the 1930 census.

Table 9 shows the loaning operations of the Tich-
ita Bank by monthe and for e=zch year from 1932 to 1¢31.
The Bank closed most loans for the ninth district during
February. From 1922 until 1931 it averaged 305 loans
during February .January was next highest with 258 loans,
followed by March with 272. The fewest loans were closed
in August , the number being 157 . 1In all cases fewer
loaning orerations took rlace during the summer months.
Ani along the same line , greater amounts were borrowed
during the spring mon<ths.

The ratio of deot to value of full-owned land has
had some significance to Colorado farmer. previous to 1930
Fhen Wickens began assigning weight to the debt toc value
ldea. According to the census the mortzage debt was about

prne-fourth of the valuztion of full-owned farms in 1910.
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The highest ratio of debt to value was in 1825 . 1t was
43.6 percent this year.
Table 10 shows the ratio of debt to value of land

and buildings in ¢olorado for 1210,1920,1225,and 1930.

Year Ratioc of debt to value
of land and buildings

191¢ 24.6 %

1920 29.6

1825 42.8

1930 38.6

Source: United States Census report for Colorado,
1810,1920,1935,and 1230

Wickens states that "just as the ratio of debdt to
value of a given farm measures the encumberance and eguity
of a particular property; so the relation of total debt
and total value of all farms may be taken to indicate the
burden of debt upon the agriculture of the state or the
area as a whole".l

Table 11 shows the ratio of dett to value of all
farms in Coclorado;1910,122C,19235, and 19238.

Table 11

The ratio of debt tc value of 31l farms in Coloradoe
in 1910,1920,1275,2nd 1928.
1910 1920 1935 1928

Colorado 10.2 4 18.0 % 25,9 ~ 27.4 %

Source:United States Depariment of Agriculture
Bulletin ,288 , p.49.

L. Wickens,David L.,United States Department of Acriculture
fechnical Rulletin 288,p.49.
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The ratio of debt to value of all farms in Colorado
does not carry the significanee that it does when the full-
owner farms are considered, because , in the case of the
Federal Land Bank, on}y owner-operators are eligible for
loans.

Wickens goes further to say"the rise of the average of
debt ratios to a point approximately 50 bércent of the
value of the land has a grave significance for many farmers
who Bave locans t¢0 renew. A general poiicy of limiting farm
mortzages to amounts representing about one-half the value
of the farm had long been in affect among important lenders
on farm real ectate."

Again quoting from Wickens) it would appear that the
falling land valies and the rising debt of recent years
did not affect the ratioc. of debt to value of all tenures in
an equal degree, although the upward trend was common to
all. Full-owner farms, which had a higher debt ratio in
1935 than had tenant-operated, maintained a higher ratio
in 1938. When farms under mortgage in both 1935 and 1928
are considered separately , it is found that both the ten-
ant operated and the manager operated farms increaszd their

debt burden more rapidly than did farms operated by their
o3

“2

owners."

In the case of Colorado the ratio of debt to value of

1.Wickens,David L.,"Farm-Mortgage Credit ", United States
Department of Agriculture Bulletin,2388,p.49.
2. Ibid., p. 51.
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1
tenant-operated farms was only 356.9 percent in 19235.

"Thus tenant farms, having a9lower debt in 1935 were able
to get more éredit later on": Full-owned farms with a
ratio of debt to value around 42 percent, as those in
Colorado, will find it increasingly hard to get loans,
since most lendem® adopt the 50 percent ratio of debt to
vilue as the limit in lending operation. The federal Land
Bank has adopted this limit for locaning to farmere.3

Table 12 gives data from the United States census for
1930 regarding the counties taken for a sample . The
table includes such information as the size of farws in
acres,number of farms, average size of farms,amount of
mortgage debt on these farms , number of farms reporting
debt and amount,value of land and buildings, average val-
uation, interest raid on debt, and the average amount of
debt. This information is for full-owned farms .

Most noticeable in the table is that farms vary greatly
in the different counties, even in dounties located in a
similar region. The avsrage amount of deot varied, the
value of the land varied , the size of the farms varied,and
many other things mentioned in table 13.

In table 13,the counties are arranged according to the

average amount of debt per farm as listed in the census

1l.Wickens, David L."Farm-mortgage Credit",United States
Department of Agriculture Technical rulletin 288,p.53.

2.Ivid.,53

3.Ibid.,51 and 52.
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rerort for 1930.

According to this census, Jackson and Rio Grande
county had a mortgage debt of $8,000 or more and the value
of land and buildings in both cases was between $18,000
and $20,000. These two counties are devoted mainly to
stock raising. Baca county had the least average amount of
mortg: ge debt. The avdrage amount for this county was
$1,971. Seven counties fell in the $2,000 to 3,000 mort-
gage debt group. Larimer , Bedgewick, and Weld counties
were in the group whose mortgage indebtedness was between
$5,000 and $6,000.

In table 14 the counties are arranged according to
the amount of th:ir valuation cf land and buildings. 1In
this table the counties are about equally divided into the
different groups. The valuation,according to the census,
ranges from $4,000 up to above $18,000. The county with
the highest valuation is Jackson and the one with the
lowest valuation is Montezuma county .

There were a great many different sizes of farms
listed for the counties in the census. They range from
166 acre farms up to ranches of nearly a 1,000 acres.

The interest paid on the mort:age debt was in all
cases above 6 percent

The number of farms which are mortgaged tend to cling
close to the 40 percent mark

One may conclude from these tables that farms with

low valuation did not have any particular high intersest
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rates, nor does the tables show that those farms whose
average amount of mortgage debt was high came from farms
whose average esize was large. There was no particular
trend indicating that when the valuation was high or low
that the mortgage debt would be high or low as the case
may be.

In 1922 the Federal Land Bank of Wichita found that

it would be necessary to make some foreclosures uzon farms
that had ipstalms3nts due.

From 19323 t> 1935, the Federal Farm Loan Eoard rerorts
these foreclosures ase ,the number of sales,appraisment,
amount loaned,sale price,and the percentage of aprraised
valuation to the loan .

Table 15 shovs the foreclosure procedings from 1932
to 1925 as given in the annual report of the Feceral Farm
Loan Board.

Table 15.
sold ,their sale prrice,appraised values, and

Farms

the percent of arpraised vaiuvasion to lcan from 1222

to 1928.
Year No. Appraise- Amount Sale Plettlge
ment . loaned. price. of app.val.
to loan.
1933 53 408,418 144,000 430,€70 34.0
1833 43 381,697 135,100 418,235 35.0
1924 53 405,530 138,000 388,593 34.0
1925 94 673,038 237,200 511,980 33.0
1936 181 1,781,424 618,400 1,448,745 35.0
Source: Annual rsport of Federal Farm Loan Roard.
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A co.parison of the Ioreclosure reportis of the redersl Land _anks located al Omaha, Wichita, Houston ,3erkeley, and Spokane for 1.29,1930,and 1931

1 2 3 4 5 6 7 8
Banks Lmndo o-mned outright Darts of land disposed Sherifi! . Total of lands 3ale. canceled Iands acquired outri ht Land acquired Foreclos.Pend.
disvosed of "whole ”Hlen o certifica ueb,etc. disposed held on ec.of each year. Sub. t% red. U .
1020 e restment -5 " Consideration i .+ . e S - . . : investlien N0 . npaid Prin.
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1nformation for foreclosures during 1937 and 1938 are
tabulated in the Federal Farm Loan Board reports as "fore-
closures from organization to 1937",thersfore no compar-
isons can be wade for those years.

Table 16 is an itemized statement of the foreclosurss
of the Federal Land Bank at Omaha, %ichita, Houston,
Berkeley, and Spokane .

Fifty-two farms were foreclosed in {cldrado during
1922, in 1926 the numbsr had increased to 181. During the
five years from 1923 to 19236 , a total of 422 farms had
been foreclosed 4in Toldorado.

After 1926 , the foreclosure reports do not list any
information regarding foreclosures in Colorado, but as-
sociates them with the states that make up the Ninth Fgd-
'eral Land Bank District.

The lands held outright on December 31 of 12239, 1930,
1931,and 1933 by the Wichita Bank were 267, 224, 304,and
301 farms in corder by years.

Comparing these data with land acquired outright with
four other districts whose banks are located at Omaha,
Houston, Berkeley, and Spokane , in every instance the
Bank at Houston had the fewest foreclosures. The Omaha
Bank had the second smallest number of foreclosures. The
Wichita Bank was superceded only by the Bank at Spokane .
This paper is priwmarily interested in Colorado. In

1930, there were 92 farms foreclosed on in Colorado . These

Farms cost the bank $382,2304. In 1931 the farms foreclosed
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on numbered 123 . The number in 19323 was 117. Colorado's
foreclosures are heavier than any other state in the Ninth
Federal Land Bank District.

The Federal Land Bank of Wichita has closed 41,831
loans from its organization until December 31, 1933. The
same bank has foreclosed on 3,047 farms from its organ-
ization until December 31, 1933.

Table 17 shows the number of foreclosures made Dy
years from 1923 to 1832 in the Ninth rederal Land Bank
District.

Table 17.

Number of farms foreclosed on per year by the Federal

Land Bank of Wichita from 1923 to 1933.

vear Number of Year wumber of farms
farms foreclosed foreclosed

1923 151 19238 182

1923 220 193¢ 387

1934 220 1230 224

1935 388 1931 304

1938 873 1933 301

1937 140*

Total number of farms foreclosed 3,247

Source: Annual repcrt of the Federal Farm Loan Roard
for 19232 to 1933.

* The number of foreclosures for 1927 was estimated
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The 3,047 farms which have been foreclosed on are
7.31 percent of all the loans clos=d by the Wichita 2Zank.
Anotner picture of this would be that 7.31 farms in every
100 farms which obtained loans from this bank had been
foreclosed.

The investment*of the lands acquired outright held at
the end of each year follows the dame order as the fore-
closure of farme; being greatest in the case of the bpank
at Spokane and the Wichita Bank had the next greatest
investment in farms. «ince 1929 the investment of the
Wichita Bank has been over a million dollars, and of courseg
highest in 1932.

According to J.™.Fields , an attempt was made to
assemble information regarling the mortgage operations
of the Federal Land Bank in connection with sales of farms,
but it was impossible to obtain dependable informatiin

At first sigh%t of the foreclosure report one would
say that the Federal Land Bank had taken up the business
of foreclosing farms . Mr. Fields comments again that
"preliminary to foreclosurs , we do everything that can
possibly be done to =zvoid taking legal action . The Fed-
eral Land Banks are not foreclosing mortgages exceprt for
the most impelling reasons . If a borrower-is able to pay,
he is expected to do so . If unable to pay , the Bank

wishes to know that he is making a oona fide effort to

* The investment includes the unpaid principal of the loans|
involved and any other cash outlays.
1.Fields,F.W. Aprendix.
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meet his farm mor+tgage ooligations and is giving his land
gocd care.l'

The writer has previously cited some information
regarding the source of funds of trhe wederal Land Banks.
The PFederal Land Bank is unique in that the farnmer
rrovides some of the funds tha*t he borrows . Sparks , ex-
rlains exceptionally well the source of furnds of the Fod-
eral Land Bank

"The initial caritalization of sach of the Federal
Land Banks was to be 752,000 in shares of §5 each, to
which any perscn, firm, corporation, State , or the United
States might subscribe . Tnis was to furnish the initial
ca~ital, and thereafter loanable funds were to be derived
from the issue and sale of decenture*bonds based on first
mortgage security of the bgrrowing member of the system ,
or cn United States bonds"

Sparks again described in a unique manner the purpose
of the National Farm L®an Asscciations. He says ,"for the
efficient adminstration of loans developing the spirit of
ccoperation among farmers, Congress idecided to org nize

porrowving farmers into groups, known as th

®

'Naticnal Farm

L.oan Associations'.

In organizing local farm asscciaticns as an essential

part of the adminstration of the loans in the PFederal Land

Banks, Congress sought tc cultivate a spirit of cocreration

hmong farmers. Cooperative farm-mortzage banking had teen
1.Fields ,J.%W. Appendix.
3.8parks,k.8.,"Agricultural Credit in the United States!

p.125=-128
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developed rather extensively in Europe, and it was be-

lieved that our individualistic farmers would learn the
benefits of cooperative effort, once they were brought
together in so important an understanding as this"

After the borrowers have subscribed for stock in the
local loan association equal to 5 percent of the amount of
the loan. The association then must subscribe for an
bqual amount of stock in the Federal Land Bank. -

From the foregoing discussion the source of funds of
the Federal Land Banks are from the sale of debenture*
bonds to the investing public. The borrowers obtain a
part ownership in the bank when they subscribe 5 percent
of the loan in Federal Land Bank stock.3

In this method of securing funds, the sale of bonds to
the investing public, and the initial capitalization

make up the source of funds of the Federal Land Banks.

1. Sparks, B. S., "Agricultural Credit in the United Statesl
p. 137,

2. Taylor, H. C., "Outlines of Agricultural Economics",
p. 301.

3. Ibid., P. 301.

* Debenture is an instrument in the nature of a bond given
a8 an acknowledgement of a debt, and providing for repay-
ment out of some specified funds or source of income; as a
mort gage debenture, one secured by a mortgags.

Source: Webster's Dictionary.




LIFE INSURANCE COMPANIES

Life Insurance Companies were a source of farm mort-
gage credit befecre the Federal Land Bank was put into
oreration. Data have been compiled by the Association of
Life Insurance Company Presidents rerarding their farm
mortzages since 1214.

Sam McKelvie, editor of the"Nebraska Farmer", says
that "life insurance companies lead all cther institutions
in providing funds for farmers. In 1933 th:sy held 23

percent of all outs~-anding mortgzages of the instituticns
1

S

which deal in this type of agricultural credit . According
to McKelvie , the rederal Land 3anks provides for the
second greatesCamount . In Colorado the amount of loans
held by each company are about equal
Table 18 shows how Life Insurance Companies have in-

vested a part of their assets since 1¢08

Table 18. |

Percentage of total assets of 53 Life Insurance Cowmcanies

invested in farm mortzages, other mcrtgazres, 2=nd real

estate in 1906, 1716, 1921, 1929,1930, 1931, and 1032,

1908 191¢% 1921 1929 1930 1231 1932
Farm Mort. 9.3 14 .2 17.7 12.0 12, ©.9 8.8
Real ks#t. 5.4 12.7 2.0 2.3 3.4 2.8 4.0
Other Mort.19.23 18.5 18.7 30.0 28.5 3:.&% 37.5

Source: "Business Meek} January 25,1233, p.16.

1.Mc.Kelvie,8am, "Nebraska Farmer",April 15, 1833, p. 1.
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Wickens in a preliminary report of "Farm Loans of Life
Insur-nce Companies" says that "the period 1937 to 1931
included the turning point in the trend of total long-term
farm credit in the United S+ates, as well as for the Life
Insurance Companies, and wi+thin these years farm loans
from life insurance companies reached a peak in three-
fourths of the States and since that time they have recedeé
Life insurance corpanies had their greatest lending
operations during 1921 and 1932 gs did the Federal Land
Bank. It is suggested in - he%Business Meek™that the in-
crease in real estate owned by life insurance companies
during 1932 was due to the foreclosing of farms which were
mortgaged, and may not be accounted for through withdrawals
from this field of investment. When a farm was foreclosed
on it became the real estate of the company
The Association of Life Insurance Company Presidents
gives some information regarding *he loaning operations of
insurance comranies in Colorado from 1931 to 1923. Wickens
gives a brief account of the operation from 1927 to 1931 .
Table 19 shows the amount of loans made, the amount
pf loans outstanding, and the rates of interest paid on
Qutstanding loans during 1921, 1922,and 1933.

According to Wickens ™"mortgage loan of lLife Insurance

Companies are one of the most sensitive indicators

| . Wickens, David L., " Farm Loans of Life Insurance Com-
panies" , p. 27.
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Table 19.
Amount of loans made, amount of loans cutstanding and thqg
interest rates of Life Insurance Company loans in Colo-

rado 1921 to 1931

Year Am't ¢f loans tnt.rate Aam't cf loans Int.ratg

made outstanding o't'g 1ln,
1921 £ 937,624 7.2 2,231,728 5. 8
1922 816,347 7.0 2,781,488 2,88
1923 652, 352 7.07 3,129,328 7.25

1924 to 1926 not available.

1927 §92,000 . 5,697, 000 .
1928 1,014,000 ... 5,947,000 e
1929 591,000 e 8,077,000 e
1930 725,000 e 6,106,000 e
1931 6,075,000 e

Source: Association of Life Insurance company Presidents,
report for 1821,1922, and 1923, and the "Farm

lcans of Life Insurance compatiestPreliminary

report, United States Department of Agriculture
of the flow of capital to or from agricultural areas. 4
wide system of loeal representatives has extended loan
orerations into all secticns in a volume much above that
from any other source. Supplied by a continuous flow of
funds from the receipt of premiums, the insurance com-
panies have at all times a large amount of available cap-
ital for investment in anyone of several outlets. A flex-
iBle system of rates permits ready money market changes

or to new calculations of risk. Moreover, the average
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term of the loan is short, the great majority being made
for five years, so that approximately 10 to 15 percent of
the total falls due each year, to be reinvestei.“l

Table 30 shows the average size of loans of the Federal
Land Bank arnd Life Insurance (Companies. The a‘erage loan
on fuli-owner farms held by life insurance comganies is
$7,141, this is much larger than the $2,454 loan held by
the Federal Land Bank on the full-owner farms., The dif-
ference may be-accounted for in the legal restrictions of
the two companies, by a preference c¢f larger locans by the
insurance companiee, the availability of funds for in-
vesting in farms by the life insurance companizs, and
other reasons which differentiate the two lending instit-
utions .

Table 20

Average size of outstanding mortgage loans held by

Federal Land Bank and Life Insurance Comranies in the

West South @entral division of the United States by

tenure in 1928.

w.S.C.Div, Fed.Land Bank Life Ins. Companies
Full-owner op. 78,454 £7,141
Tenant cperated 4,4C5 7,383

Source:™ickens, David L, , "Farm-mortgage Credit"
United States Department of Agriculture Technical
Bulletin 388 i1age 37,

In table 21 , Wickens gives the percentage distribution

1l.Wickens, David L."Farm-mortgage Credit ",lInited States
|__Department of Agriculture,Technical bulletin 388, p.34
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of farm-mortgage hcldings of the Federzl Land Banke and
Life Insurance Companies by tenure of land in the West

South Central division of the ynited States in 1938.

Table 21.

w.&.C.Div, Federal Land Bank Life Ins. Co's.
Full-owner op. 83.6 54 .7

Tenant operated 36.3 45.3

Source: Wickens, David L."Farm-mortgage Credit",Hnited
States Department of Agriculture,’echnical
Bulletin 288, p.37.

Wickens explains these data; "this varying distribution
of mortgage holdings by tenure has its principle signifi-
cance im its relation tc loaning rolicies of the different
agencies and the differences as a loan market which the
respective tenures offer. In general , the insurance com-
panies, mortgage companies, and others have made loans of
larger amounts, whereby in a single transaction a consid-
erable sum can be invested with practically no extra cost
or inconvenience".l

"The case of the Federal Land Banks calls for parti-
cular consid8ration in view of the requirements of the

Fz2deral Farm Loan Act that 'no such loans shall be made 10

any person who is not at the time, or shortly to become

JAVIEAV]
P

emgaged in the cultivaticn of the farm mecrtgaged(24,Sec.l

Life Insurance Companies as revorted in the annual

1.Wickens, David L. "Farm-mortgage Credit", rnited States
Department of Agriculture, Technical Bulletin 288,1.40,
2.Ibid., p.40.
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meeting of the "Association of Life Insurance Company Pres-
idents" have decreased the amount of assets invested in
farm mortgages in the Mountain division . This division
includes Coloradc , montana, New Mexicc , Arizona, Utah,
and yevada. The percent of the total assets invested in
mortgages for this divieion in 1929 was £.7 percent, in
1928 it was 6.4 percent; 1929 it was 6.1, for 1930, 5.3
rercent, and in 1831 , 5.3 percent

The amount invested by the companies which are in-
cluded in this division as having investments was
$25,394,000 in 1927. Ry 1930 , the amount invested had
decreased to § 23,000,000 . . This last amount was not in
line with Wickens study previously quoted.

Little information can be obtained in the way. of the
purpose of loans, specific rerorts cn foreclosures, or
other materials.

Sparks , in his book"Agricultural Credit in the United
States" saysthat "Life Insurance Companies are reculiarily
suited to the needs of the farmer. In $imes of financial €7

yression they are nct subject to the c¢xigencies common to
commercial banking institutions during such a period. They
do not need to call in their loans at the very time when
to do so would inflict the greatest hardship on the farmer.
Their prime objective is to keep their funds invested and
they are always able and willing to renew and extend their

2

loans™".

1.Reprcrr*s ot the Azsociation of Life Insurance pompany
President for 1929, 1930, and 1931,pp.43, 108, 91, %nd i%

1S S

Q
8
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Sparks explains the method of life insurance companies
in making loans as follows: 1.by aprointing local agents to
place loans for them ; 2. through specizl field represeni-
atives who work on a salary vasis or for a commisesion , andg
3.by the purchase of large bloeks of farm mortgages from .
mortgage companies after special examination of security"f.

The detailed process of the lending operation as dis-
cussed by Mr. Sparks is the following: "Usually an aprli-
cation for a lioan is made by a prospective borrcwer through
a local bank. This application covers very thoroughly the
property that is to be used for sedurity. Such information
as the nearest town,railroad stafion, etc., is included as
well as the loca tion and condition of the land and the
condition of the fences on the property. The local bank
verifies the statements contained in the arplicstion and
forwards the application *to the real estate mortgage cor-
respondent of the insurance company frow which it wishes to
gét the loan. The correpsondent then makes a perscnal
inspection of the prorosed security. If the amount asked
is deemed conservative, which is seldom in excess of 50
percent of the reasonable value of the property, the ap-
plication is forwarded to the home office of the insurance
company . for consideration, with the recommendations of the
correspondent that the apvlication be approved. The

property is also appraised by several local appraisers.

1.8parks, K.S., "Agricultural Credit in the United States",
p. 193.
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£, from the information the company has in its office
in regard to the territory where the proposed security is
located,it feels that it would be a good loan to make, the
aprlication is tecommended to the finance committee.
Should the finance committee deem it wise to arprove the
aprlication, the correspondent is notified acccrdingly .
If, on the other hand, the finance committee deems the
amount too large, it tables the applicaticn, and the cor-
respondent is nctified to that effect. The cecrrespondent
then takes the matter up with the local bank, and it in
turn notifies the client and inguires if a reduction in
the amount of the loan will meet his reguirements.

If the correspondent has been notified of the aprroval
he asks the local banker for an abstract, certified to datg
and has his attorneys pass on the title, if the title 1is
satisfactory, he has the papers drawn up in his office
and sent tc the local bank for execution by the borrower.
When the papers are executed, the first mortgage recorded,
and the abstract brought down to date, all papers are re-
turned to the correspondent, who then remits the prcceeds
cf the loan to the local banker for his borrower. After
the rapers are returned tdo the correspondent he forwards
them to the insurance company. ‘l'he insurance cOmpany dces
not,as a rule advance any money until the papers are in
their possession and have been checked by their attorneys.

The loans vary as to duration, some being five, seven,

ten, twenty, and thirty-four years. The interest may be
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paid either in annual or semi-annual instalments at the
option of the borrower. A commission charge of from fif-
teen to twenty dollars per thousand is usuzlly charged
upon the completion of the loan. This commiscsion goes to
the corresgondent.

Some corpanies make thirty-four and one half year
amortization loans. These loans are repaid by adding
about one percent of the principal to the regular interest
rate each year. All or part of the shorter time loans
usually may be paid off at any interest paying date after
one year. The amortized loans in some cases may be paid
off three years after the date of the loan .

The correspondent during the life of the loan attends
to collection of the interest and principal for the com-
pany and any other details which may arise in connection
with the loan."1

From the foregoing it is clear that much thought is
given to each application for a loan from the insurance
companies. The system, is in fact, very detailed and
differes greatly from the system used by the Federal Land
Banks.

The interest rate charged ty the Federal Land Banks
is most generally accepted to be 5% percent. In the case
of life insurance companics it varies with the company,

and the locality where the loan is made.

l. Sparks, ~.S., "Agricultural Credit in the United States)
Pp.193-194.
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Table 32 shows the rates of interest of the rrin-
ciple lending agencies

Table 22.

Rates of interest charged by the prinziple lending

agencies , and the average rate fer all owner-operated

farms in the West South Central , East North Central,

and the Pacific geograrhical divisions, 1S28.

Geo.Div. Principle lending agency a2 Average ratd
d 2 L for owner-
-3 & : < operated
= P . =
4 3 : . 3 3, farms*
e 3 = = > s
= . o 3 2 5
3 4 O 4 <y o
—~ 42 . - ."
3 2 > = .
: 3 - - !
= Q o) 4 =
E > : - - 5
w.S.Cent. 5.4 .7.7 6.6 7.9 5.7 6.7 7.3
t.N.Cent. 5.5 2.1 5.6 5.8 8.3 5.3 5.6
Pacific 5.6 5.9 8.1 5.6 6.5 .4 .5

Source: Wickens, David L. "Farm-mortgage Credit"
United States Department of Agriculture,Technical
Bulletin 288, p.63.
*Unit:zd States Census 1220
Farmers of the West South Central division , which
includes Colorado, are paying a higher rate of interest
than farmers who live in the kast North Central division
This division includes Iowa, Kansasf?ﬁebraska, and others.
The average for those states in the pacific group are a
little less than those in the West South Central group,

but still higher than the rate paid by farmers in the

kast North Central group.
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The table shows that the least amount cf interest is
paid on loans obtained from the Federzl Land Banks. Mort-
gage Companies and Insurance Companies tend to cling
around 6 percent or slightly abowe. Commercial banks
and private individuals get the most interest cn the
money they lend.

The United States Census report for 1930 lists the
average rate of interest paid on farms consisting of full-
owned land as 6.3 .l'fhis percentaze is well over the 5%
percent charged by the Federal Land Bank . Interest rates
on loans made by life insurance companies were grobably
low in the kastern part of the United States due to the
concentration of life insurance companies there and the
competitive bidding for fields of investment for their
assets.

Table 33 gives Wickens distribution of the loans in
three geographical divisions according to the rates of
interest paid .

At a glance , the table +%tells that most of the loans
are made in Colorado, ¥yoming, and wew Mexicec and cther
states in the West South Central division at a rate of
7 to 8 percent, while in the tastern portions of the Uni ted
States, and the Pacific division the bulk of the loans are
made at 6 percent

Wickens' conclusions of the study are "a compariscn
of distributions of rates on loans rerorted in 1928 with

those given in the 1930 census provides further evidence
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|
of a shift to lower levels. Loans of 6 percent were domri-

nant at both dates, but the vercentage of the totzl at
that rate declined from 39 tc 30 percent. Loans reported
above 7 percent were less in amount than in 1920, and loansg
at 7 percent were practically unchanged. Fractional percent
rates are rather infrequent. It arpears then , that rates
on farm mortgages are more favorablenow compared with 19éd?

Life insurance companies are unlike the Federal Land
Banks in that they 4o not have to sell debenture bonds or
charter iocal ioan associations in order to obtain funds
for supplying the faruwers credit nceds.

In place of this, they have a steady income from the
payments of premiums by the policy holders. These derend-

aple funds are invested somewhere. So about one-Iourth

of them find their way to the farmers as a source of credid

1.Wickens, David L. , "Farm-Mortgage CRedit ", United

States Department cf Agriculture, Technical Bulletin 288,

D D AS=-AAK
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OTHER AGENCIES

Sam R. McKelvie, editor of the "Nebraska Farmer",
reports that commercial bankse hold 11 percent of the farm
mortgages, 10 rercent are held by mortgage companies, and
7 percent by other agenciee.l

It is interesting to note that the farm-mcrtgage
holdings of commercial banke are relatively low in the
West South Central division according to Wickens findings.

Table 24 shows the percentage distribution of the
holdings of the different lending agencies by geographical
divisions in 1928,

These data show that the West South Central division,
in which Colorado is loccated, receives the greatest pro-
portion of loans from large lending institutions
which are able to lend greater sums of money, with amor-
tization features and lower rates of interest.

It is only reasonable that commercial banks should
have a small proportion of farm-mortgage loans. Commercial
banks are primarily for a depository of funds which may be
checked against, and to provide the farmer with short
time loans as far as he is concerned, and for this purpose
the commercial bank is an invaluable aid to the farmer.

Some authorities feel that if commercial banks open

their doors to farm-mortgage loans their assets would scoon

- - ———— e

1. Nebraska Farmer, April 15, 1933, P. 1.
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become frozen.

This accounts for the care exercised in farm-mortgage
operation by the commercial banks. If they had 20 to SQ
percent of their assets in farm-mortgage loans, and two
or three successive years in which payment was difficult
for the farmers, the bank's position wculd be critical,

Farm-mortgage companies share a part of their assets
by investing in Colorado farms. Farm-mortgage
companiee are rather o¢ld in Colorado. In 1891 therse
were seven such companies organized to deal in real
estate and in farm mortgages.

Comparing the percentages of the farm-mortgage
companies' holdings with the percentage of the country as
a whole, which is 10 percent; Colorado is glightly above
the average with 14.9 percent as its apportionment of the
farm-mortgage loans tc farm-mortgage companies. :

The advent of organized investment credit facilities,
such as the Federal Land Bank and Life Insurance Companies,
both of which include amortization features, and low rates
of interest, and have available funde which are capable of
supplying the farmer with credit, will tend to push Farm
Mortgage Companies into the background.

Farm Mortgage Companies are as a rule, located in the
larpger cities of agricultural sections and placing loans
in adjoining sections. Their business is essentially a

brokerage business in which they serve as middlemen
1. Sparke, E. S., "Agricultural Credit in the United Statg

12 Ep. 178-179A‘

S"
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between the farmer and those who have funds to invest.

In many cases farm mortgage compahies serve as feeders
to 1life insurance cgmpanies, financial institutions, and
private investors. )

Sparks,in his study of "Agriculfural Credit in t he
United States " “ound that in 18%4 local investors held
55 percent of the total mortgages of the country , individ-
ual non-residents held 18 percent of the total mortgaggs,
while no mentics is made of the remaining rercentages.
Comparing this with Wickens' figure of 15.4 psrcent of the
farm mortgages held by other individuals in 1938 would
indicate that3capital for agricultural credit was >ecoming
more mobile . Quoting Sparks again,"the fact that loc:l
investors have formed the largest class of mortgage invest-
ors show the constant lack of mobility of capital."‘.

Consulting table Bi‘only 7.6 percent of the farm-
aortgages were held by individuals in Cciorado in 1928
This suggests that this Torm of agficultural investment
credit is not an attractive place for priva-e individuals
to invest their money, and especially, »revious to 1928,

when speculation attracted those sums which were rerdy to

ve invdsted. Also , it shows that funds are more easily

l1.Taylor, H.C., "Outlines of Agricultural sconocisics™, p.l198}
s.8parks, w.S.,"Agricultural Creiit in the United States"
p. 174,
3."ickens, David L., "Farm-wmortga:e Credit ",Unitsd States
Department of Agriculture, Techaic2l =ulletin 388p.21.
4,8Sparks, op.cit. p. 174,
5.Table 24 page 48.
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mobilized for investment credit purpcses of faruwers.

Retired farmers share scme of the farm-mecrtgage loans
also. This group held 4.1 rercent of the loans in Colorado
in 1928 1. Retirsed farmers' holdings are so few that little]
information can be ootained regarding them . Most of their
loans are brought about by the passing cf the farm from
the owner to his tenant who wants %o become an owner, and
in some cases, the farm, debt,and payment of the deot is
a family deal.

A detailed account was given of the purpose of tne
loans by the Federal Land Bznk . It follows tha%t the pur-
pose of the loans from the institutions mentioned on the
preceding pages were for si;ilar curposes, mainly to pay
mortgages and cther debts. )

The source of funds which the commercial ovanks offer
for investment in farm-mor-gages arise mainly froax the
deposits and assets of the bank.

In the caee of mortgage companies, they obtain funds
fer investment in a different manner than any discussed so
far in this work . Svarks found that "securities were sold
in two forms: 1.the wmortgage itself, and 3.bcnds repre-
senting the mortgage cor collection of mortgages. The
practice of selling the mortgage cutright to the investor
is the most common and constitutes the simplest method.
However, since the amount of the mortgage is not always
adapted to the requirements of the invessor, some companies

1.See tanle 1.
B.QE%ted States Departuent of Agriculture Yearbook,215,0o.
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igsue serial bonds or participation certificates in denom-
inations of #100, $#500, cr §1,000. These are based on
the mortgare itself, and each owner of a bond cr certifi-

1
cate becomes a part owner of a mortgage."

Those private individuals who invest in farm-mortgages
usually offer their savings for investment, oT if they
should be 1and owners, they may sell their farms for a
substantial down payment and the balance to be paid by
instalments over a period of time.

In the case of retired farmers, bheir source of
funds are usually fixed in the form of land and buildinzs,
and othef equipment . Probably in most cases, they do not
have accessible funds of cash,stocks or bonds , or other
purchasing power, but in ;lace of this they may close a
deal with the tenant, or verhaps some deserving man who
wants to own a farm , or again to a member of the family,
with a small down payment and a first mortgage on the farm
will be given as security for the balance.

In some cases retired farmers have savings, other than
their farms which they offer fcr investment in farwm-wort-
gages. If such is the case, it is usually to one who is
well known by ths lender and a first mortgage is given for
security

— . - S i . —

1. Sparks, k.8. "Agricultural Credit in thes United States)
p. 185,
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PART III

THE FARM-MORTGAGE SITUATION AS IT IS TODAY

The farm-mortgage indebtedness is slowly declining
according to figures and tables cited in the introduction
of this paper. The number of full-owned farms with mort-
gage debt has decreased since 1825. The United States
census report for Colorado gives the number of full-
owned farme with mortgage debt as 12,660. The total
number of full-owned farms in Colorado in 1930 was 36,929,
The number mortgaged was 47 percent of the total full-
owned farms in 1930.

Table 25 shows the number and percent of full-owned
farms mortgaged in 1910, 19320, 19235, and 1930.

Table 25.
Number and percent of full-owner farms which were mort-

gaged in Colorado in 1910, 1820, 1925, and 1930.

1910 1920 1935 1930
7,571 15,735 14,444 13,665
23,34 44 .2% 49,3% 47 .0%

The total number of full-owned farms for the above yearg
were as follows: 1910, 33,474; 19230, 35,553; 1935, 39,393;
1930, 26,922,

Source: United States census report for 1930.

From table 35, the greatest percent of mortgaged

full-owned farms occured in 1935, Although the number of
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full-owned farms which were mortgaged decreased in 1925,
the percent of full-owned farms which were mortgaged in-
creased. This can be accounted for since the number of
full-owned farms decreasel greatly from 13825 to 1930
Table 26 shows the total number of full-owned farms,

the number of such farms wmortzaged, and the percent of
full-owned farms which were mortgzagsd in 1930

Table 2386.

Total number of full-owned farms, the number mortgaged,

and the percent c¢f full-owned farms which were mort-

gzaged in Colorado in 1930 in the counties in this.study

which were used for a sample.

County Total number of Numoer mort- Percent
full-owned farms gaged mortgaged
Baca 693 375 54,11
Boulder 803 354 44.13
mlbert 419 238 56.80
Huerfano 495 163 32.93
Jackson 101 50 49.50
Larimer 908 331 24,32
Kit Carson 383 238 59.68
Logan 433 357 52.35
Mesa 1,766 813 45.98
VMontezuma 579 337 40.93
montrose 839 2923 45,70
Park 229 o6 24.45
ProwersA 462 377 599.96

Continued on »age 55,
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Table 28 continued.

County Total number of Number mort- Percenty
full-o'med farms gaged mortgaged
Pueblo 720 380 50.00
Rio Grande 354 207 58.47
Saguache 378 104 37.41
Sedgwick 131 78 59,54
Weld 1,668 1,037 81.57
yuma 836 357 25.70

Source: United Stated census report for Colorado, 1930.

In tabie 37 the counties are distributed according to
the percent of full-owner farme which are mortgaged.

Park,¥Yuma, and Larimer counties had between 235-30
percent of the full-owned farme mortgaged. This group had
the fewest full-owned farms mortgaged. klbert, Kit Carson,
Logan, Prowers, Rio Grandg Weld, and Sedgwick counties were
in the counties which-had-the greatest-number 0f full-owneqd
farms mortgaged. '[he percentage in this group was 55-80.
mleven of the nineteen counties used for a sample came in
the group from 45-50 percsznt.

These and other data which will follow are important
in that they picture the present mortgage situation, and
when taken collectively, may suggest means for improvement),

The value of imprlements and machinery in 1230 wés
$50,241,337, in 1935 this value was §33,473, 740, and in

1
1230 it was $49,804,509. The 1930 figure is significant

l1.United States Census report for 1930.
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because it shows that somewhere between 1925 and 1930 thers
was a great expansion in buying implements and machinery.
At this time prices for farm machinery were relatively high
and the farmers were not skeptical about buying implements
and other equipment. They were induced to buy on time and
use their short time credit facilities. These short term
credit loans increased and thetre came a time when it was
necessary to unload.

This unloading came about by obtaininz a loan for a
considerable sum for a longer length of time. With the
proceeds from this loan , the farmer was able to liquidate
the numerous short term obligations . The reports of the
Federal Loan board show that the greatest part of their
loans to farmers go to liguidate mortgages and other debts.

1f this expansion continued to take place up to 19238,
the situation would become more intensified, for farmers
had less time to get away from their deot turden before the
agricultural crisis came upon them .

When prices for agricultural products began falling
and continued to do so it intensified the agricultural
situation., Farmers had to secure a living, and taxes
had to be paid, when this was done they had little left to
pay on a mortgage debt, and in some cases they were not
even able to Ray small amortization instalments. The ratio
of debt to value of land and buildings for the state was
38.63 percent in 1930 compared with the 42.5 percent in

1935,
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Wickens assigns much importance to the ratio of debt
to walue of farms. He says, "the percentage that fixed
debt bears tothe value of farms is both the most signifi-
cant feature of the mortgage debt and the most variable
It has a tendency to rise when land values fall and to fall
when land values rise. This ratio of debt to value of
farms hag followed an irregular, but generally rising
course, both for individual farms and for agriculture as a
whole. During the period from 1920 to 1928 both factors
of land values and farm=mortgage debt were tending to in=-
crease the debt to value ratio and consequently tendingz to
reduce the owner's equity . Of these two factors the change
in land values was the more significant. The index land
values, which in 1930 had risen to 170 from a 1912 to 1914
base of 100, by 1925 had declined to 127, and in 1938 stood
at 117, During the same period the total mortzage debt had
increased 20 percent over that of 1920 ?1
For all farms consisting of owned land only, that were
mortgaged in Colorado in 1930, the ratio of debt to value
for the state was 38.6 percent.

Table 28 shows the ratio of debt to value of the farms
in the counties chosen as a sample, and also the number re-
porting the debt and amount of debt for 1925 and 1930,

Wost noticeable in the table is the number reporting

debt and amount of debt in 1925 and 1930 for Weld and wmesa

counties. The number rerorting debt and amount in 1925 for
» P45

L .Wickens, David L.,"Farm-Mértecage Credit",Tech.Bul.298 49
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The number of farms reporting debt and amount of

debt, and the ratio of debt to value on farms con-

sisting of full-owned land only in 1935 and 1930.

County

(State) of
Colorado

Baca
Boulder
Elbert
Huerfano
;ackson
Kit Carson
Larimer
Logan
Mesa
Montezuma
Montrose
Park
Prowers
Pueblo

Rio Grande
Saguache
Sedgewick
Weld

vuma

Source:

Number of farms reporting Ratio of debt to

debt and amount of debt.

1935
14,444

543
384
328
355

83
2378
513
333
633
159
403

51
395

1930
10,837

261
388
213
155

198
317
151

285

value.

1935 1930

42.6 38.20
38.6 21.569
41.7 39.69
39.0 33.93
46.2 42.78
80.7 38.64
39.7 35,84
43.7 41.19
46.3 40.05
42.9 33.95
44 .7 39.05
53.7 43.09
45.5 37 .35
36.7 41.08
43.0 38.39
43.3 34.78
44 .7 38.84
33.9 34 .49
456.6 47.12
43.0 38 .54

United States Census for 1230.




58

Weld county was 2,153, in 1930 the number was 809, or a
reduction of 81.9 percent in the number of farms with
mortgage debt. The ratio of debt to value in 1935 for the
same county was 46.6 percent. The ratio of debt to value
was listed in the 1930 census as 47.12 perceng. This was
peculiar since many of the counties reduced their debt to
value ratio. This indicates that farms in Weld county are
mor+tzaged closer to the 50 percent mark of their valuation
than any other of the counties taken for a sample. pgain
according to the significance which Wickens gives to the
debt to value ratic, it would indicate that values of land
had gone down appreciably in this county and that the debt
had not been changed% ﬁowever, the writer does not feel
that this is the situation , for the amount of mortgage
debt dropped approximately as the debt in other countiss,
and the value of land and buiddings dropped likewise, but
the difference lies in the fact that in 1935 there were
2,153 farms reporting the debt and amount , and the number
reporting in 1930 was 809. All of the other counties ex-
cept Mesa reported fewer farms mortgaged in 1S30 .,

In Mesa county the number of farms reporting debt
and amount increased, but the ratio of debt to value de-
creased.

In the counties used for a sample those that had
a high debt ratio did not necessarily tend to be the ones

in which the percentage of farm-mortgage debt on full-owned

1.Wickens, David L.,"Farm-Mortgage Credit",bBnited States
0 fof Aericnlt Technical Bulletin 288 I
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farms was greatest.
In table 29 the counties are arranged according to the
debt tc value ratio. Twelve of the counties taken for a
sample fall in the group whose ratio of debt to value is
35-45. Of this group eight are found in the 35-40 group.
Four are found in the 40-45 group. owever, those that
did fall in the 35-40 group hovered close to the 40
percent mark .

Table 29

Distribution of counties according to ratio of debt to

value for 1930.

30-25 30-35 35-40 40-45 45-50
Baca Elbert Boulder Huerfano Weld
Mesa Jackson Larimer
Rio Grande Logan Montrose
Sedgewick Park Prowers
Pueblo
Kit Carson

Yuma
Montezuma

From the distribution table, the different regicns in
which the counties are located do not tend *o be in any
one particular ratio of debt to value group. Fwor example
Baca county has a ratio of debt to value of 20-35 , and
Yuma county has a ratio of debt to value of 40-45, these

counties are located in typical dry land regions. Those
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counties which are devoted to livestock raising as a tyre
of agriculture have about the same ratic of debt to value.
Such counties are Jackson and Park counties . The typical
irrigated sections did not have counties in the same debt
to value ratio . An example of this type would be Bouldern
county and Weld and Larimer counties. Weld county is in
the group whose debt to value ratio is between 45-50.
Boulder falls in the 40-45 group .

Forty-seven percent of the full-owned Zarms in Colorado
are mortgaged, the ratio of debt to value on trnose farms
in the counties taken for a sample falls in the group
where the ratio is between 35-45 percent of the value of
the land and buildings. That is , twelve of the nineteen
counties fall in this group. &Jhe majority of counties
were close 10 the 40 percent mark

From the foregoing it is certain that during the last
few years the percentage ©f indebtedness is decreasing as
well as the ratio of debt to value of the farms. The trend
from 1935 to 1930 gives a clue as what to expect in the
situation today

Considering the 42 percent &f owner-operated farms
mortgaged in the United States, and the 47.0 percent of
the full-owned farms which were mortgaged in 1930 would
indicate that Colorado farmers had quite a heavy debt burden
And in the case of owner-operated farms it would be,even,

larger

Another point in the present situation of the farm-
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mortgage indebtedness would be the care exercised by
lending agencies in their loaning operations. The Federal
Land Bank of Wichita closed only 100 loans for an average
of £3,047 during 1932. The previous year thay had closed
258 loans in Colorado. The Wichita Bank exercised similar
care in lending to other states in the Ninth Federal Land
Bank District. s
The withdrawal of so much credit from this source
alome increases the financial depression of many Colorado
farmers.
The most recent figure for the number of life insurand
companies reporting loans in Colorado was in 1931 . The
number of companies reporting as having loans in Colorado
was 42. Their outstanding lcoans had dropped down to
$6,075,000. The amount of outstanding loans of 40 life
insurance companies declined steadily during the first
six months of 1932 to reach an approximate amount the
same as the amount held in May , 1985?
wjckens accounts for the present status of Life
Insurance Companies in regard to their lending operations
by saying that "among the variety of factors that have
produced this important reversal in trend of outstanding
| credit have been the smaller amounts granted on new and

renewed loans, because of the declining value of farm

1. Annual Report of the Federal Farm Loan Board, 1933
2.Wickens, David L., "Farm Loans by Life Insurance Com-
panies"(preliminary report), p.4.
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land, and reduction by payment on principal necessary to
bring indsbtedness within manageable limits. In addition,
considerable amounts of credit have been extinguished
through foreclosure or voluntary assignment of title."lA

n"Adding to the misfortune of Colorado farmers are the
short crop returns for 1932. Estimates from the United
States Department of Agriculture showing acrz-yield of all
crops for 1932 , expressed as a percentage oc the ten=year
average yields from 1919-1928 is 76.4 percent for Colorado.
The percentage in Kansas is 98.1; New Mexico,83.5 ; Okla-
homa,99; the average for the district is 88.35, and for the
United States, 98.6." ° Says J.W. Fields , President of
the Federal Land Bank of Wichita. Colorado stands at the
bottom of this list.

Fields continues to say that"Ccloradct farm land
values are very low. Expressed as a percentage of the
value in 1920 it is 46 percent; Xansas 5%9;yew Mexico,863;
Oklahoma, 58; Ninth Federal Land Bank District,56; United
States, 52". ‘ So again Colorado is at the bottom of the
list.

Mr. Fields brings out another interesting feature of
Colorado's credit condition . It is as follows: " a 40

percent loan on the ®asis of 1920 values would , by states,

represent the following percentages of 13933 values, Colorad

l.Wickens, David L., "Farm Loans of Life Insurance Com-
panies" page 4.

2.Field, J.W. Personal letter in appendix.

3. Ibid.,

y




/3

87; Kansas, 87; New Mexico, 64; Oklahoma, £81; N%nth Fed-
eral Land Bank District,?l; wnited States, 77".

The number of delinguent loans on January 1, 1931 was
2,678. On the same date 1932 the number was 5,901, and up
to February 9,1933 the number had reached 13,791 . The
percentage of loans delinquent are restectively £.7, 19.1,
and 42.5 vercent. mhese figures are for the Ninth Land
Bank District?

At the end of December , 1932, the number of loans
delinguent in rolorado was 4,8237. on January 31, 1923 the
number delinquent for Colorado was 4,573. The amount of
delinquency was $1,003,614 on December 31,1932, and bz
January 31, 1933 the amount had increased to $1,068,7Z§.

According to Fields' report, Colorado is low in per-

centage increase of delinquency, contrary t- this , Kansas

has a greater amount of loans upon which delinguent instal
ments are due, but the amount of delinguency is much lowei.
Colorado exceeds all the other states in the district in
the number of delinquent loans.

Table 30 gives the delingquent instalments for 1833

and 1233 for Colorade and Kansas.

Mr. Rields comments on the decrease in the number of

delinquent loans as compared with December 31, 1832 by

saying that "the decreacse is apparent and not real.

1.Fields, J.W. Personal letter.
2. 1Ibid.
3. Ibid.
4 Ibid.
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Duplication of the loans with part of the delinquencies
carried as extended, and subsequent delinquencies carried
88 delingquent, accqnnte'for the descrepancy'.'1

Table 30.

Delinquent instalments for 1932 and 1933 for Colorado

and Kansas.,

Kansas 12-31-32 1-31-33 Percent incr'e

92

Number of loans 3,829 3,522

Am't. of loans $16,413,793 415,524,839

re '' Delin. 885,547 °57,710
Percent of Delin . 2.78 3.00 7.9
Colorado :
Number of loans 4,827 4,573

Am't of loans $15,751,598 §$14,129,440
Amount of Delin. 1,663,514 ©87,710

Tercent of Delin. 4,14 4,42 8.

[69]

It is not the aim of the Federal Land Bank to fore-
close on any farm if the farmer is making some attemrt to
pay his instalments. However, if no attempt is made to
pay farms must be sold. The Federal Land Bank of Wichita
does own some farms. On January 31,1933 , the Federal
Land Bank of Wichita owned 618 farms. Foreclosures were
pending on 195 farms. These farms are distributed in the

four states of the Ninth Federal Land Bank District.

e

l. Fields,J.W., Personal Letter.
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The present status of the Federal Land Bank will un-
doubtedly be affected by the new legislation which puts
The Federal Land Bank under the direction of one head.

The above report is the present situation of the Fed-
eral Land Bank . A rerort on the present situation of
Life Insurance Companies and other agencies will follow.

Although there are 42 life insurance companies with
loans in Colorado, no information is available regarding
there present situation .

One President of an Fastern Life Insurance Company is
meeting the present situationyin most cases, by. making
foreclosures with the consent of the borrowers and to their
benefit, because they have given the farmers opprortunity
to continue in charge of their property as tenants and get
a fresh start, and through certain procedings, after the

1
, regain their farms.

crisis has terminated
Cases where retired farmers, commercial banks, and
mortgage companies have foreclosed are not at all unheard
of, but their lending operations are ruch smaller and there4
fore do not represent such a cross-section of farm owners
ps does the Federal Land Banks and Life Insurance Companies
In addition tc the instituticns reflecting upon
Agricultural credit today is the Reconstruction Finance
Corporation, authorized by Ex-President Hoover to make loans
to the Federal Land Banks, and that they should in turn,

nake loans to the farmers.

3 \a¥| 180 E.S.' Parsonal Letter. See RP’C\PY‘.diY
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"The Reconstruction Finance Corporation " makes loans
to farmers when the proceedes are to be used for an agri-
cultural yurpose and when acceptable security is offered.
The cosﬁ of the loan is 6% percent, which includes aprrais-
als and inspection. costs. Loans are usually made for the
crop preoduction period"% Thus , such loans are not truly
investment credit types.

Another element which addes to the farmers rresent
gsituation is taxes. Even though, their orerating expenses
have been reduced, there are some items of outlay which
are virtually fixed in amount and not readily susceptible
to material reduction. "One of the most important of thesg
outlays is taxesfgaccording to an article in the 15 th.
annual report of the Federal Farm Loan BRoard.

This same situation requires some attention in Colo-
rado . In 1931 it required 8.23 percent of the grcss cash
income from farm products for taxes; the percentage in
1932 was 14.50 , nearly twice 28 much as in 1931.3.

This is significant, beeause if a farmer must pay a
high yercentage of his gross inccme for taxes and also
maintaina stand:xrd of life, little will be left for the
liquidation of a farm-mortcage loan , or other shorter

term obligations. Hence dué to the pressure of the

creditor who provides the short time loan, and in some

1. Agricultural Outlook for 1833 .

3. Klemmedson,G.S., "State and Local Tax Revision in Cclo-
rade" ,Bulletin 398, C.A.C., 1932.

2. Annual Report of Federal Farm Loan Board for 1932, p.S.
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cases, heavy tax burdens, the holders of long term loans ,
as Federal Land Banks and Life Insurance Companies, are
ferced to forecloese.

It is difficult to get entirely away from the index
numbers of farm prices in a study of the mortgaege situation
Speaking of the country as a whole, F'E;Hill says that"the
greater part of the present farrm-mcrtgzge debt was con-
tracted at a time when farm prices were 32 percent or more
abecve pre-war crices. Farmers are finding it difficult ,
and in a large number of casee iupossible , to pay debte
con*tracted at a price level of 130 or righer with prcdcuts
which must be sold at a price level of less than 6.“.1

In general , the situation at the present may be
summed up by saying that the lending agencies have not
made as many loans as usual in Cclorado during 1932 and
part of 1933, and in many cases many foreclosures have
been made . In the case of the Federal Land Bank there
are a great many delinquent instalments which rerresent a
large amount of money. It takes almost twice as much of
the gross farm income to pay taxes as it did in 1931, and
farmers are trying to pay for a debt contracted in gocd

times at high prices with an income from lo~ price levels.

1. Hill, F.F., "Journal of Farm Economics", January,1933,
p. 34.
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PART IV

SUGGESTICNS FOR IMPROVEMERNT

After reviewing what has been done in the way of in-
vestment-credit for farmers in Colorado and the present
debt situation of Jolorado farmers, some ideas can be gaind
for the improvement of the present situation.

Foremost in the way of improvement will be in conneet~
jon with the Federal Land Bank. Secondly, the organization
of " conciliatory board" in each county to serve as an
advisor for both farmers and those wishing to invest in
farm-mortgages. Third, would be legislation regarding
moratoriums on farm debts, Fourth , better cooperation
of farmers. Fifth , legislation protecting funds deposited
in local banks.

This survey perfaining to the mortgage-debt situation
and the agenciee which deal with farm-mcrtgage credit ,
reveals that there is rocom for such imprcvement as stated
above,

In reviewing this paper , it is found in a study of
the 1330 census for Cciorado that the mortgage indebtedness
is a local problem, peculiar to the county in which the
farm is located.

The ratic of dsbt to value differs with the counties ,

the percentage of farms mortgaged differs also, the amount

jwny
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of the debt burden, the danger to creditors, the value of
the land, and many other factors, tend to make the mortgage
situatien an individual problem in a particular locality .

The fact:that the farm-mortgzage indebtedness is dis-
tributed among so many agencies and that each agency has
different holdings in various sections of the country,
makes any reform difficult. A moratorium might alleviate
the burden for one farmer and again it would not help
another.

Louis J.Taber, Master of the Grange, which is a farm
orggnization, opposes a " general moratorium on farm deb*s,
as well as any agrariman invasions of the Capital"% Other
authorities feel that a gzeneral survey of the farm-mortgage
situation in each state would be helpful.

The study in Colorado revealed that the value of land
rose in good times and fell in the periods of depression.
During the better times, the amount of farm indebtedness
multiplied, and in poorer times it did not decline in pro-
portion to the rate at which it had accumulated .
Considering the Federal Land Bank first, since the
most data were obtained from this lending institution.

In 1933 only: 100 loans were closed in Colorado by the Fed-
eral Land Bank of Wichita. Granting that funds were low in
the Bank for making such loans, provisions should be made
80 that surrlus funds may flow into the Federal Land Bank

at times when credit is most needed, or when amortiz-

1.Business Week, November 30, 1932, p. 14.
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ation instalments have to be postponed.

In order that this may be done there must be legis-
lation by the Federal Government providing that such funds
be created to flow to the Federal Land Banks in times of
stress. The Recomstruction Finance Corporaticn has answeref
this in part. In general, the Federal Land Banks have ope
erated on too emall a margin. In its beginning, the major
part of its stock was subscribed for by the United States
Government, instead of being a2 source of investment for
other peoples' money.

Hill, of Cornell ﬁniversity, suggested a plan for the

prresent sitaﬁticn of Federal Land Banks. He says, "strengthi

en the carital structure of the Federal Land Banks by a
permanent increase in governmenti-owned capital stock. Pro-
visions be made for a more flexible margin for these banks.
Place the responsibility for their actual adminstration
more directly on the officers and directors of the indiv-
idual banks".l‘

The study shows that there %as a great numbér of
foreclosures on colorado farms in 1933. If the above pro-
visions for additional capital were made, good farmers on
good farms, would be able to have their instalments post-~
poned , in the case of an emergency, until the agricultural
pituation improved suffigiently that they could meet such

payments.

1. Hill,F.F., "Farm Mortgages", Journal of Farm Economics,
January, 1933, p.40Q.
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Adding to the argument for a bigger and better Federal
Farm LOan organization is this message from J.D.Black. "One
of the principal opportunities for service to agriculture
which the Federal Farm Loan System affords is making loans
in less-favored agricultural areas in which the insurance
companies are now refusing to do business. No one wants
the Federal Farm Loan System or any other puclic agency to
support'sub-marginal'farming. If no system of agriculture
of any kind can be caried on advantageously in an area,
then the Federal Farm Loan System should make no loans
there. But the term'sub-marginal' is frequently misunder-
stood. Oftentimes, the reason an area is not propering is
not that no agriculture can prosper there, but tha* the
system of agriculture being attempted there is of the
wrong kind, and usually is altogather toc intensive. What
is needed is a system of farming which will divide the aregz
into considerably larger tracts than now prevail and sub-
stitute grazing, woodlots, etc.,or some combinaticns of
these for the agriculture which is now practiced there.
If such operations prove to be founded economically by the
Bureau of Agricultural Econonics, then it is highly imp-
crtant that such farmers be granted loans, or that any farm
er attempting such a method of farming be assisted with
loans. Such areas are commonly restrained from making the

I
necessary transition because of the lack of capital."'

1. Black, J.D., "Agricultural Reform in the United States,"
p. 458.
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Colorado has much of this type of land and such a re-
organization as this would be of great value to Colorado
fzrmers who are operating in grazing districts or upon
other low grade land.

The writer does not favor a moratorium, but if such
legislation does take place the back instalments should be
added to the amortization plan.

In case legislation did provide for the postponement
of debt payment, the cenciliatory board would have much
tc say about farmers who should continue as owner of the
farm and who should start over as a tenant.

During the last two yzars the Federal Land Bank closed
loans which averaged 3,047 per farm. Using the IS30
census figure of $9,553 for the average valuation of full-
owned farms, the farm would be mortgaged for only 3I.8
per cent of its valuation. Thus, in the case of the Fed-
eral Land Bank which limits their loans to actual owners
or those wishing to become owners, the average amcunt of
$3,047 would not go far toward buying a farm.

Provisions might be mad> Bor a greater amount to be
loaned tc each farmer in the case of deserving farmers
located in regions where chances for the liguidating of a
larger loan were good. "Young men wishing to become own-
ers ought to be able to porrow condiderably more than 50
per cent of the value of the farm if it is properly ap-
praised, if the farm improvements are proprerly insured,

and if the Federal Farm Loan Svstem has properly studied
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the trends in the agricultural area."

Mention haes been made of the conciliatory board for
adjusting farm debte between the farmer and creditor.
Such a board has been devised for this type of service in
the San Luis Valley, Colorado. It is composed of, "Two
farmers, a business man, and a banker. These men are
selected with the idea of getting men who have the con-
fidence of the people in each county and they are furnished
with a credit statement to be filled out."

According to Mr. Mahl, "anyone asking the board tc
help solve their problems will make out a credit statement
and ask the board to consider it. The statement contains
everything that pertains to their financial situation. The
board then gets in touch with the creditor and verifies the
statement and then sees whether or not the thing can be
worked out. If the board feels the man should be given
another chance, it will try and get the creditor to give
it to him,

"The board feels that it has a great deal of leverage
upon the man in debt. The board has the support of the
peoprle and the individual has confidence in it, or he
would not have given the members of it his credit statement|.

If he is s0 absolutely involved that the board thinks he

l. Black, J. D., "Agricultural Reform in the United States
p. 458,

3, "Viem Point of the Farm Bureau," address by Chas. Mahl,
Annual Meeting of Extension Service, C., A. C.,
January, 1933.
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he could not possibly come out, they will advise him to
make the best deal possible. If such is the case, pecple
are told to support <the sale. The services of this bocard
are gratis. In many cases , individual creditors will not
bring pressure to bear as they would in dezaling with the
individual ."

Such a board should be devised for each county, nct
only in times of agricultural crisis, as at the present,
but for all times.

In critical times, the board would function as it is
doing in the San Luis Valley at the present. In normal
times the board would serve in the capacity of advising
those wishing to invest in a farm about the farm, the
owner of the farm, the value of the land and buildings,
the farm's capacity for producing an income, and many other
things which go to standardize loaning and buying operation
in farm property.

The larger investing agencies, such as the Federal
Land Bank and the Insurance Companies, would be concerned
with the board to the extent that ‘it would and should
honestly advise them about the condition of the farmer's
credit in critical times, and tell them accurately of
value of land and essentials necessary for accurate ap-

praisals, should the cwners apply for credit, or should

companies wish to invest in farm-mortgages.

1l.Mahl,Chas., " Viewpoint of the Farm Bureau", Annual
Meeting of the Extension Service ,C.A.C.,Tanuary, 1933,
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In addition to the above services of this concil-
iatory board, it would be in a position to advise farmers
of credit activities taking place in other counties and
also the credit activities of the different states which
go to make-up trends. It would also be able %o advise
farmers regarding the valuation of their land to rrevent
over-borrowing, and again it would follow price trends
over a period of years and attempt scme forecast which
would be valuable in advising farmers to adjust their
expenditures in order to meet instalmente on farm loans
should a crisis arise. It would also be valuable in mob-
lizing relief to assist in times like the last few years.

The Federal Land Bank has attempted this plan by or-
ganizing the local farm loan associations, but the farm
loan association can be criticized because it is entirely
made up of farmers who have as their objective to borrow
money upon their farms, and again a prerequisite for be-
coming a member of the loan association is to wish to
borrow from the Federal Land Bank. In this case no
impartial business men or bankers and expert land apprais-
ers are on the board.

In the event of the Federal Land Bank's loaning op-
erations if some provision be made for an interview of the
local farm loan association with this "conciliatory board"
or "county loan commission™ as you may wish to call it,
would prevent over-borrowing of some of the farmers, and o

the other hand, may open up the way for many good loans

\
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to be closed that would otherwise be overlooked.

Hill says of such a commission,"it would appear de-
sirable to set up a debt conciliatory commission in each
county in the ymited States. Such a commission should be
composed of citizens of standing in the community whose
ability , integrity and honesty are above question. There
should probably be a central commission in ezch state
composed of persons with considerable actual ex§erience in
dealing with farmers and farmsmortgage credit.” |

Black , who writes on Agricultural Reform , feels
that a board of the above type is"necessary for the suc-
cess of any institution which has for its sole purpose the
loaning of money on farm lands?; we says of the board, "it
will have exact informaticon as to the rates at which land
is selling and renting at all times and will have worked
out very carefully the ratios of cash rents to land values
in them. It will also have developed a system for deter-
mining a safe loan in any of the areas where the board is
located. 1t will recognize that the future agricultural
developments in any area should figure very largely in such
a loan value, and will have worked out in close cooperation
with the Bureau of Agricultural Economice the tyres of
farming that are likely to develop in each of these areas'.'a

Dr.Black visualizes that this program of research and

analysis will be active in making loans on a basis that

1. Bi11,F.F.,"Farm Mortgages", Journal of Farm Economics
January , 1233 ,p.44.

2.Black, J.D.,"Agricultural Reform in the United States!FP.
3. Ibid . 487-488 457

a
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will greatly reduce the number of foreclosures; in the
second place, it will be safe to amend the Federal Land
Bank 4ct to permit considerably more than a 50 percent
loan; and , in the third place, loans will be made safely
on farms in areas where the banks are refusing to make
loans now“.l

As a third suggestion for improvement , much should bg
done to bring about more organizafion of the farmers .

The farm problem has been , and is still such today, too
much individualiem . The United States census states that
45 .6 percent of the owner-operated farms in Colorado

are mortgaged. In view of this fact , thers are as many
individual problems as there are farms with a mortgage
debt. To get away from this individualistic spirit would
mean a continuation of the efforts for better cooperation
among farmers in all of their business activities.

Any legislation which would protect the farmer's
funds as well as all others, which are deposited in the
local banks would be welcomed by both groups o¢f people.
Farmers can pay little on a mortgage loan if the banks
defaulted where their money was deprosited. If the banks
fail to open , then the farmers property is in danger of
foreclosure.

From this survey , interest rates,in most cases,tend
to be above 6 percent. The Federal Land Banks rates of

interest charged on their loans are lower than any other

l.Black,J.D.:"Agricultural Reform in the ymited States

1Bs
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loaning institution in Colorado. Their rates of interest
are 54 percent which is not exorbitant, but by eliminating
the element of risk, providing more funde, and building a
smoothly operating institution for making loans to farmers
would bring the interest rate of farm investment credit
down,

In reviewing current literature regarding farm-mort-
gage relief brings out other features for the improvement
of the farm-mortgage situation.

It is suggested that any government refinancing,
which is so much talked about, would only increase the
governments deficit and raise taxes. 1 The government
cannot borrow money and pay a higher rate of interest
than it receives from the money it loans.

A moratorium on farm-mortgages would decrease the
prestige of the farm as a place for investing funds. Any
such moratorium or rebellious action lessens the faith of
the people in the farmers' "promise to pay", and event-
uvally he will have to pay a high rate of interest and offer
excellent security in order to get little, if any, credit

at all,

-~ —— o o—

1. Hill, F. F., "Farm Mortgages", Journal of Farm Economicg,
January, 1933, p. 38.
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PART V
CONCLUSIONS

The writer's conclusions of the study, following the
objectives set up in the introduction, are: (1) That the
value of land rose and fell in Colorado the same as it did
in other states where studies of the mortgage situation
were made. (3) That during the period of rising land valus
the bulk of the mortgage indebtedness was contracted. (3)
That during the period from 1925 to 1930 there was a great
expansion in the buying of implements and eQuipment by
farmers in Colorado. This expansion added to the crisis,
in many cases, because they were purchased by giving a nots
due in a short time, to be paid from the receipts of
agricultural products which had reached a low lsvel of
prices. (4) That the increase in the operations of the
Federal Land Bank and Life Insurance Companies shows that
there is a demand for investment credit institutions in
Colorado. (5) That the Federal Land Bank has done much to
reduce the rates of interest on loans to farmers in
Colorado. (6) That the Federal Land Bank established a
system whereby loans which were made for a period of time
could be amortized at an interest rate of 5% percent. (7)
That the amortization plan of making loans is being adopted
by some life insurance companies. (8) That the average

amount of the loans closed by the Federal Land Bank has oveg

8

n
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about one-third of the valuation of the land and buildings.
(9) That the number and amount of outetanding loans have
bsen steady for some years, indicating that the loans of
the Federal Land Bank are madie on a conservative basis.
(10) That the rate of interest charged by the Federal Land
Bank is the lowest of all the principal leniing agencies.
(11) That Life Insurance Companies are older lending
agencies in Colorado than the Federal Land Banks. (13)
That Federal Land Banks and Life Insurance Companies hold
about 50 percent of the farm-mortzages in Colorado , the
other 50 percent being held by commercial banks, mortgage
companies, private individuals, retired farmers, and cother
asencies. (13) That the particular agricultural regions of
Coloradc had few counties in them with specific relations
of value of the land, the amount of the mortgaze, the size
of the farm, and the ratio of debt to value. (14) That the
farm-mortgage situation is shown to be individualistic as
shown by the different wvalues of land, the amount of debt,
the size of the farm, the ratio of debt to vaiue , and the
number of farms mortgaged. (15) Any conclusions regarding
the operations of the commercial banks, mortzage companies,
private individuals,retired farmers and other agencies
would be invalid due to the limited sup:ly of information
about these companies. (18) That 38.8 rcercent of the full-
owned farms in Coloraic in 1930 were mortgaged.

The writer's conclusions regarding the situations as

it is today are the following: (1) That Colorado has more
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farms foreclosed on than any other state in the Ninth Fed-
eral Land Bank District. (2) That the Wichita Bank had
second to the most foreclosures when the Omaha, Houston,
Berkeley, and Spokane Banks were compared. (3) That the
percent of delinquent loans is greater in Colorado than in
any other state in the Ninth Federal Land Bank District.
(4) That a review of current literature shows there had
been no rebellion of Colorado farmers, nor were there in-
vasions of the State Capitol as in other states. (5)

That the farm-mortgage situation is a highly individual-
istic problem which will make any reform difficult. (6)
That for 1933, Colorado's land values and acre-yield of
crops was the lowest of the states in_the Ninth Federal
Land Bank District. (7) That the index number of prices
for agricultural products have been between 50-680 for 1833,
using 100 as a base in 1913 for comparison. (8) That Life
Insurance Companies during the last year reduced the amount
of their assets invested in farms appreciably. (9) That
the ratio of debt to value of farm-mortgages in Colorado
is between 35-45 percent. (10) That the interest rate
paid by farmers to commercial banks, mortgage companies,
private individuals,'retired farmers, and other agencies ig
relatively high compared with the 53 percent charged by the
Federal pand Bank. (11) That the Federal Land Banks and
Life Insurance Companies are giving the farmer whose pos-
ition is critical every possible chance to make good, and

in case foreclosure is necessary, the farmer is allowed to
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continue farming ae a tenant. (12) that the falling land
ralues have made the lending agencies very conservative in
amount loaned to each farmer, and in the number of loans
closed. (13) fhat in 1932,69 percent of the loan went to
pay mortgages, indicating that shcrt term obligations had
piled up and that a larger loan was necessary to liquidate
these short term obligations in order to save refinancing
charges. (14) That the Reconstruction Finance Corpor=tion
has been a source of funds for the Federal Land Bank during
1932, previous to thie time, money for the loans Tas ob-
tained by selling bonds to the investing rublic and thrcugh
the cocperation of the local farm loan association . The
source of funds of Life Insurance Companies was from the
payment of premiums, while mortgage companies sold bends
to obtain funds to invest in farm-mortgacges. The retired
farmers held mortgages on farms bdeause they had sold the
farm and were receiving payments on the principal

The writer's conclusions regarding the suggestions fer
jmprovement are: (1) Enlarge the Federal Land Bank, so©
that it will have a larger amount of carital, so-that it
ran make larger loans, and 80 that it can charge a lower
rate of interest and in times of stress defer instalments.
(2) Organize a "counciliatory board " in each county to
hivise creditors about the farmer, to inform the farmer
hbout credit conditions, and to inform creditors abocut the

value of land, ite rent value, and its capacity for pro-

Qucing an income.
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(3) Legislation regarding moratoriums on farm-mortgages.
That is, it would be better for the adjustment of the
hertgage situation of the farmer to take place through the
.conciliatory board rather than outright foreclosure.(4)
Setter cooperation among farmers. This would eliminate
lsome of the individuality of the farmers and make reform
less difficult. (5) Legislation protecting funds in local
banks. That is, raising the legal ratio of cash on hand to
depositscr providing for additional capital to go to the

local banks in times cof stress.
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APPENDIX

Comments from a letter written by Mr.J.W.Fields,
President of the Federal Land Bank of Wichita.

"We formerly endeavored to keep track of the sales of
farms on which this bank held mortgages, but found it im-
possible to obtain dependable figures and for that reason
discontinued assembling the data."

"Preiiminary to foredlosure we do everything that
can possibly be done to avoid taking legal action. The
Federal Land Banks are not foreclosing mortgages except
for the most impelling reasons. If a borrower is able to
pay he is expected to do so. If unable %o pay, the bank
wishes to know that he is making bona fide effort to meet
his farm mortgage obligations and is giving his land good
care.

"The banks are asking assurance that, after providing
for necessary living and operating expenses , the pro-
duction of the land will be aprlied to the payment of pri-
mary charges, such as taxes and mortgage installments.
Each case is carefully studied and considered individually
on its merits. Where these conditions exist and this
assurance is had, the banks are not foreclosing mortgages.
nder existing price conditions they are not asking as-
surance that there ve sufficient margin in the annual op-

eration to cover currently accruing taxes and interest, or
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ko restore the loan to good standing within a specified

time" . J.W,Fields.

Condition of the Federal Land Bank February, 1933.

In another letter from Mr.J.W.Fields is this infor-
nation regarding the condition of the Federal Land Bank
"The decrease in the number of delinquent loans, as
pompared with a month ago , is apparent and not real . Dup-
lication of loans with part of the delinquencies carried as
bxtended, and subsequent delinguencies carried as delin-
huent, accounts for the descrepancy "

"Unfortunately in the Ninth Federal Land Bank District
short crop returns have been added to the difficulties
which our borrowers have been having. Estimates of the
United States Department of Agriculture showing the acre-
yield of all cropse in 1932, expressed as a percentage of
the ten-year period average-yields from 1919 to 1932, for
the states of the Ninth Federal Land Bank District, are :
Colorado, 75.4; ¥Xansas, 88.1; New Mexico, 89.5 ; Okla-
homa,, 99. The average c¢f the district is 88.25, and for
the United States, 98.6.

"The value of farm land expressed as a percentage of
the value in 1930 , is as follows ;3 Colorado , 46;

Kansas, 59; New mexico , 63; Oklahoma , 57; Ninth Federal
[and Bank District, 56; United States, 523,
A 40 percent loan on the basis of 1920 values would ,

py states, represent the following percentages of 1933
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Yalues: Colorado,87; Kansas,87; New Mexico,84; Oklahoma, 813

¥inth Federal Land Bank District, 71; United States,?7."

1931 1932 1833
Loans delinquent---2,6783 5,901 13,091
Per .,of del.loans 8.7 1¢.1 42.5

Amount of del.loans %8,847,855 20,544,088 443,008,944
Delinquent installments

12-31-32 1-31-33 Per. increase
Kansas

Number of loans 3,828 3,623

Amount of loans $16,413,793 $15,524,639

Amount of del. 886,647 957,710

Percent of del. 2.78 3.00 7.2
Colorado

Number of loans 4,827 4,573

Amount of loans %15,751,598 14,129,440

Amount of del. 1,003,614 1,068,749
Percent of del. 4.14 4,43 5.8
Real estate 1931 1932 1933
Kansas
Foreclosures #131,187 ¢ 104,904 *#250,083
Judgements 364,564 639,540 912.561
Farms owned 300,579 250,178 394,019

Percent of net 1ns.2.39 3.05 4,88
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Paat

1231 1233
bolorado
Foreclosures § 34,086 %166,030
Judgements 178,384 187,530
Farms owned 398,333 493,431
Percent net loans 2.40 3.39

J. W, Fields

1933

$270,773

395,945

513,432
4.88
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Henry S. Nollen, President of the Equitable Insurance
Company of Iowa , gives this information regarding the
foreclosure policy of their company .

" The general cause of disturbance in these localities
is not due to diseatisfaction over first mortgage leins
held by life insurance companies, but to other debte which
in some cases have been ruthlessly enforced, and as a pro-
test against prices of farm products. "

" Practically all of the foreclosures which have been
made by the life insurance companies have been with consent
of the borrowers and to their benefit, tecause they have
civen the farmers an opportunity to ccntinue in charge of

their property as tenants and get a fresh start.”

Henry S.Nollen.
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