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Intno{ua_tton

At the rneetlng of tho Corunlssl"on qr None&er LL, L966, neprerentatlneg

of the llouslng Indutry Advteory Cqncil reqtrseted ttrst the Comlgeton

oonslden for atufir the revtstm of the usruy lewe of North Cerolt$s as

rolat€ .to r.ostdenttel nortgage l.osns"

Ttre Comrtsslon was fuifonrEd by these r€prcs@tatlvee that tee 6t

lnteneet rate linit ls havlng a detrdmntal effect on tlre hm tndrrstry

tn the stste, tncluding the conatnrctlon and sal€ of nen hbrpa. end

salee of other rrasldencee and hone furtrlshtngs. It wee reported tbat tno

ocarclty of rronqr aorcss the natlon hae dr{ven tho cost of, noney up to

the potnt that i.t Ls not now poesibLe to obtain a satlsfaotory yleld m
reuldential, rnortgage Loens tn Nonth Carcl.lna. It wes etatod tbat tf the

stato had a maxl.mu interrest rrate hlgher than 6fi, as do rnogt otben etateo,

tt would enable J,eadem to lmport more noneJ/ snd thue ralieve the etnaln

on the horne lnduetrtrr as well ag the hone-brtrying cl.tlzens of tlre Stat€"

Various repouAs end charbs were preaented to ttre Cornrnlsslm, Sous

of theee are iacluded ao appendlces to tbis neport.

Ttre CoronLsolon reoognlzes that t'he tight ubney ettlrati.on at this time

le causing cerbaln prrbtenrs and ls sympathetlc wittr the request fon a

study of tbe usor1r lane. Slnce the request was brought to the Cornnlsslon

late in the cquea of Lts rneetings, horevel., tt nas not feasibl,e to begln

a etudyo Neveltheless, ue conclrrde that ttre pr.obX.en nay rcr.lt cmgldenetion

by t"tre 196? General Assenbly and we present tlrio report for lnfonnatlm,

they
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UNEQUAT CAPITAL RAIES TN NOREq CAROTINA

I. A PROSPEROUS ECONOI,ry....D€€ds a free and usable flolr of
funds.

North Carolina industry inctuding furniture, text{les
and agricul-ture inports dollarg (9750 million per yr. )
..,.both short and long term,..to aid, pro&rctivityr
increase inventory, e:<5land plants and eguipment, provide
more jobs and higher ineome, and generate continued
prosperity.

Jndividuals. need dollars....both short and long term
....to keep pace with an erq)anding economy. to improve
their personal status, to educate tbeir children,
to provide for self-entertainment and buy durable
goods and housing.

Reasonable controls on economic grorrtJl are good as
long as they permit a f ree, open market and an
unrestricted use of money to strengthen our economy.

A.

B.

c.

Appendix A

I" Controls on mo$ey uses
Borrowings on Business

HOUSING INIX'STRY'IDVISORY COI'NCII,
of North Carolina

are neceggarlr... .

yield LL - 12 %
are permitted to

inventory are 9 =-E- %
Accounts Receivable are 84 76

Loans on automobil.ee yield g\ - L2 %
Loans .on furnitnre and other chattels

yleld LO - LA %
Loans on signatrrre only
Loans blr credit unions

yieLd LZ %
Real estate loans to corlporations are permitted

at . 8_% interest rateo..BIJT...
IOAN$ rN TIIE IIOUSING II{DUSTRY ARE STILT LIMIIED

TO' 6 % MA)CIMUII{.
$THY SITOUI,D TIIIS INDUSTMT CONTINT'E TO FUNCTION
WITH AN UTVEQUAI, CONTR,OIJ OT I$TERESf RATES
WTTEN IT BEARS SUCH AN IMPORTANS BURDSN IN TTTE

TC}TAI. ECONO!{Y OT NORXTI CAROLINA?7??7
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HOUSTNG TNDT'STIW ADVTSORY COUNCIL
of Norttr CarolLna

D. ltre Construction fndrrstry in Norttr Carolina witlt
86,000 employees ranks segond only to textile
manufacturing in number of persons employed..-' -.
Furniture with 57r5OO e4rglloyees and tobacco -r---
wittr 29,000 enployeps follour in ttrat order.
....YET jrHERE ARE PRESENTLY UNRE.AIJTSTIC COI[TROT'-9

srlrrcH AFFEqT THIS rNiltsTRY AIID THE PEOPT,E
DEPENDING UPON IT 9TIIICH ARE NOT PRSI/ALENT IN
TEESE OTHER PRIMARY INDUSTRIES.

rr' flTtr-Hffi"fffil Htffigitffi;;....o" the esonomic .-'
factors of our country become more conplex, there
is an increasing competition for ttre availabL----
dollars needed for continued grourth and e:rpfiJion.\'---
Presently these ratee and yieL9a are offered on
the follorving:

Short Term:
It. S. Treasury Bille
Cormnercial Paper
Prime rate from banks
Corporate Bonds
litunicipal Bonds

LOnq Term:
No- Car. Bonds due 198O
ReaI Estate Loans to Corporations
Real Estate Loans to Individtrals

TVHERE WOULD YOU I}IYEST YOI'R COMPAI{IYIS
TERI' DOLTARS?

Life Ineurance Conpanies
lfirtrral Savings Banks
Savings and Loans

5.8 %
5.97 %
6.0 %
5.5 ?6

7.9 %

7.1 tl
8.O %
6.0 X

SHORA OR l4re

B. RE,AL ESTATE toANS ObT EOlIES....Where does the money
cone from?

Loans tn 1955
$ 125 Uilllon

85 liilllon
45O Mtllion

Our state IMPORTS 21O Dtillion lgll.grq requfred for
individual home loans. Can we continue to offer
needed housing only wLth dollarg. generated. in Nqrth
Carol-ina? (See Ctrart Al

I+



C.

HOUSII{IG IbIDUSTRY ADVISORY COUNCIL
of North Carolina

llorth Carolina ranks 22nd as an inporter
Ifisurance dollars invested in housing.

of Life

Norttr Carolina ranks l2th as an importer of funds
from Mutual Saving,s Banks,

Because...we have attractive real estate and
credit-worthy borrowers, but we need equal tools
to continue this flow of funds in the future.

INTEREST RATES fN FfHIY STATES (See Ctrart B) ....
Forty states (8O% of tJre total) plus ttre District
of Columbia and Puerto Rico have permissible
interest rates by contract over 6/.. North Carolina
is one of ten states with a limitation of 6% by
contract on real estate loans to individuals
including: Delaware, Maryland, New Jersey, Nenr York,
Pennsylvania, Tennessee, Vermont, Virginia, West
Virgrinia, and YET - ALL BUT I'WO OF TIIESE STATES
(vercuront and North carolina) HAVE LESS RESTRICTIVE
PROVISIONS CONCERNTITG APPLICATION OF USURY I"AWS.
I'tany states, including those witll T% and B% statutes
are planning changes in 1965 to assure their region
a fair share of the mortgage dollars invested ttrroughout
the nation.

EFFEETE OT UNEQUAL TNTERESIP RATES ON HOUSITE I.n
![ort]r Carolina
45?6 dec]-ine in new housing
35% decl.ine in used home sales
mearls - . .

Re&retion in income for constnrction workers
Ioss in sales for t}re suppljlers of thls induetry,

-wtrich includes rnany i-qrortant North Carolina
industries such as brick, tlle, wood products,
and distribqtion of aI.I- other products used
i"n trousing.

Sl-or-dovn in grourtJr of nenrr industries, which need
housing for their workers.

Reduction in taxes on real- estate---pertraps t}re
g:reatest single source of incorne in our state.

Overba}ance of unenployment as construction
workers, home buil.ders, realtors, attorneys,
mortgage bankers, and many otherg become
surpl.us in our emplolznent fcrce.

D.



HOUSING INIX'STRY ADVISORY CCIUNCTL
of North Carolina

ffl. Conunents on "TIGHT IvIONEY",.. It's true tbat many statygs
wittr hj.gher interest rate statutes are also e><perie;rcr.ing
some shortage in funds, but ttris is a tetrporary_prbblem
which can and will be solved as basic factors iir ltie
economy make normal adjustments. When this condition
exists, money will continue to "seek its own level in
the market p1ace"-..- "react to availability and
competition" and ttrose states wittr the highest available
interest rate will get first choice.

What damage will be done to North Carolina if we permit
an interruption in our grorttr and prospegdty because /''
we desperately need dollars?

IIow do mortgage interest rates react in stat€;Tith\-_a higher maxinnrm?

Average Interest Rate on Residential Ipans

!{ax.Contract
Rate

A.

South Carolina
Georgia
Florida
Norttr Carolina

1964
5. 73
5.87
5.42
5.83

r955
5.74
5- 91
5.83
5.88

7
I

10
6

ln Sept"Ttre national av€rage home mortgage rate
1966 was 6-60 % (See Chart C)
(source: Federal llome Ioan Bank Board)

IT ' S A STORY OF SITPPLY AND DEMAITD



Life Insurance Conpanies

Mutual Savings Banks

Savings and Ioan

" CIIAR'N A"

MORTGAGES O'IT{IED BY INVESTO&s

IN ISRTTT CAROLINA

1954 _

$1, o58,385, OOO

s 27L.OOO,0OO

$1.906,3O0rOOO

_ 1965, _

$1, I40, 273 r 000

$ 32Orooo,0oo

$2,O94r4OO,oOO



No Limit

Co;rneeticut
Malne
Ivtaseachueet,ts
N€$r HarTpsh{re

2r%

Rhode Island

L2%

Colorado
Hawai"l
Neveda
Washlngton
Wisconsln

L-%

Arkansas
Callf,ornla
FlorJ"da
Kaneae
Montana
Ner,v Mexico
OkLahoma
Oregon
Texas
Utah
Wyoming

YA

Nebraeka

g&

Alabana
Al"aska
Arlzona
DLst, of CoL.
Georgia
Idaho
Indiana
Louisiana
Minnesota
M:ississippi
Missouri
Ohio
$outh Dakota

J&

ItLinois
fowa
Kentucky
Miehigan
No" Dakota
So. Carolina

&
Delaware
I'Iaryland
Nor,r ,fefsey
New York
No. CaroLina
Fennsylvania
Tennesgee
Vermont
Virginia
I{est Virginia

*
*
*
*

*
*

*
*

statuteg in these states have nany furportant exeeptLone td, the 6% ttnit,tlrs fact tlrat ne cotporation can iLeaa ,uEury. \--
\,A
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AVENAGS I}ITEREST

Zgne

Northeast
Southeast
North Central
Southwest
West,

United States

Contract Intereet
Rate (percent)

Atlanta
Dallas
Houston
Itiagri
New Orleang
Seattle

RATES ON CON\TENTIONAL

Netv-Home Ioans

E'IRST T.IORTGAGES

Existinq-Home Ipans
Sept.1

L966
Sept.L
-,1965

5.65%
5.70
5.80
5.75
6.Lo

5.90?6

Sept.l
L966

6,LO%
6.55
6.',lo
6.85
7.OO

6.65%

Sept. l
.1965

5.70P4
5.75
5.95
5.95
6.20

5.go%

5.O5%
9.45
5.60
6.80
6.90

62.55%

INTEREST R,LTES OF CCINVENTIONAIJ FIRST !,IORTGAGB IOAI{S
ORIGINATBD ON SIIIGLE-FAI.fiLY IIOUES IN SEI,ECTED CTTIES

N€ry HOmEE E]r.i.e.tinq ..HomSrA
1965
Auq.

6.67
6.59
6.7I
6.13
6.45
6.76

1965
Aug.

5.85
5.75
5,97
5.91
5.78
5.77

L966
Au<r.

6.64
7.13
5.88
6.19
6.49
6.79

1965
Auq.

5.05
6.36
5.97
5.88
6.O4
5.88

9"CHART C"



Asheville

Charlotte

Greensboro

Greenville

Ralelgh

Wlnston-Salem

TOTAL

Ashevills

Charlotte

Greensboro

Greenville

High Point

Raleigh

Auqust
1965 1966

Granqe

-
+36.L %

+ .6

-68.7

-59. O

- 6.I

-38.4

-21.9

Chanqe

-
-35.5 %

+ 5.9

+2I.8 
1

-80.o

-67.5 '

-52.7

- ,,19F9- - L96.6, ._-

$t,896rOOO $2r58O,OOO

6,2651000 61300r000

415ogro0o 1r44410o0

769,ooo 316,0O0

3r958,000 3,7J-7roo0

4 r0L7 r ooo 2 1476, ooo

$21r514,000 $16,833,000

!4ORTGAGE TOAII RECORDII{GS
North Cgrolina - Selected Cities-

Auqugt Septernber
. lejs le6lt

;L,922,000 $1,400,000

8,393,000 7,028,000

4r322r000 r,951,000

1,032rooo 387,ooo

1,793 r ooo 3,194r ooo

4,6921000 2o902ro00

$25,154,000 $16,862,000

September

Chqltqg

-27 .2 %

-16.3

-54.9

-62.5

-33.4

-38. I

-33 .0

QgFoe

-48.7 %

-44.0
\

- \ -33.6

-84.5

-53 .8

-59. ?

242

185

101

5

40

55

1s6

195

L22

I
13

26

''x9.65

187

184

125-\
13

26

77

rry
95

r03 \

\
83

2

L2

31

SINGLE FAI{ILY RESIDENTIAI, BSILDING STARTS
Nor8r Carolina - Seleeted Cities

\

\

.-{



Appendix B

I{ort'rn C.c.nor,rNA S^lvrncs AND LoaN Ln,q,cun
POST

GnrnwsBono, Nonrrr Canouxl zz4o5r

Novenber 11, L966

The llonorable Robert B. I*lorgan
The l{onorable tI. P. Taylor, Jr,
Legislative Research Conmission
Raleigh, North Carolina

GenE.lemen:

I have been authorized to make the followlng statement on bebalf of lhe
North Carolina Savings and Loan League:

The Savings and Loan Industry of North Carolina is aware of the serlous
i-mpact on the stater s general econqny belng caused by a lack of funds
available to finance homes .for the people of North Carollna.

There are m€Lny things which have a bearing on the problem as lt affecLs
North Carolina. We are sure that as a member of this Conmission you are
quite familiar with the fact that when a conventional direct reduction loan
is made at 67" for the purchase of a horre, the yield cannot exceed 67.; whereas,
almosL all other types of loans made to individuals on a 67" add-on or
discount basis yield far in excess of 6%.

Frqn these and slmilar ponderables many questions arise:

1. Is'the current 67.' limit on direct, reductlon loans for home financlng
detrinental. to the best inEerests of the people of our state?

2. Would an adjusLment in the interest rate make uore funds avallable
for home financing?

3. t{ould an increased interest raEe create a greater problem for people
seeking to buy homes than the restricted availability of funds which
norr exists?

We hope that the LegislaEive Research Conruission w111 undertake a 6tudy
of these and oEher related problenrs as a servlce t,o the peopl.e of thts 6Eate.

u



The Honorable Robert B. Morgan
The llonorable H. P. Taylor, Jr.
Page two
November 11, L966

Our primary business
consiilerable thought to
study made and would be

lendlng' fleld,so !re,'too, havfr.Siven
tJe are currently havlng an lndependent

avail.abl.e to the Cmleelon not only

l-s ln the houre
these problems.
pleased to make

BY:

Ehe results of our study upon Lts completion ln December, bg! _also(the
assistance of our associations and our League offLce. \\\\

It is our oplnion that
and warrants full study by

this matter is vltal to- the peopl.e 'of our state
the LegleLatlve Research Comisslon.

RespeetfuLly subnitted:

s/s Herbert Wentworth
Exesutlve Secretary

BY:

L2



lTiA Mortgage Iields from 1948 to Preseni
(Based on fO'I down over twenty-five years)
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