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Mortgage Loans on Real Estate in 

Turner County South Dakota 
1910-1930 

With special reference to Middleton, Hurley 

and Norway Townships' 

by 
Gabriel Lundy 

Department of Agricultural Economics 

Purpose and Method of Study 

Purpose of Stud:i, .-This "tudy of the farm mortgage situation in 
Turner county is a part of a larger research project including also the 
counties of Brookings, Clark, Haakon and Hyde. The immediate purpose 
has been to determine the facts with respect to the actual farm mortgage 
situation as revealed by the records in the office of the register of deeds. 
It is expected that analysis of the data will give rise to certain findings 
and conclusions on the basis of which recommendations can be made for 
the improvement of the farm mortgage conditions. Such improvements 
must benefit both borrowers and lenders if they are to be permanent. 
Thus, greater safety for the lenders should result in lower interest rates 
for the borrowers. If the customary loan contract does not fit present 
needs of farmer borrowers a modification of the terms of the contract 
in the interest of the mortgagors should in the long run also redound 
to the advantage of the mortgagees. 

Method of Study.-The data for this investigation was procured 
from the office of the register of deeds in the county courthouse at 
Parker, the county seat of Turner county. For the sake of economy and 
accuracy it was found desirable to employ the services of an experienced 
abstracter to copy the information from the county records. The same 
method has been followed in the case of all five counties included in this 
general project. Special forms were prepared for the use of the ab
stracter in listing all the various documents affecting the title to every 
piece of land in the three townships from 1905 or earlier, so as to have 
a complete record covering the period from 1910 to 1930 inclusive. All 
the documents affecting each piece of land were listed consecutively in 
chronological order. By this means it was possible in most cases readily 
to relate to the proper land and the proper document: releases, foreclo
sures, extensions, renewals, assignments, cancellation by forclosure of 
prior mortgage, etc. This does not mean, however, that this study is free 
from error. As mentioned in previous circulars of this series, consider
able carelessness seems indicated in connection with the recording of 
documents. Releases of mortgages that have been paid have not always 
been recorded promptly. The same applies to mortgages, deeds, assign
ments, etc. These errors tend to make the total indebtedness appear larg-

1.-Township 98N, of Ranges 52, 53 and 54W. 
The author wishes to acknowledge the receipt of valuable suggestions and criticism 

from Professor Sherman E. Johnson, under whose supervision this study was made. Ac
knowledgement is ri lso made of valuable assistance received from abstractors, county of
ficials and others who have helped to make the information available. 
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er than it actually is. In all doubtful cases, however, efforts were made to 
ascertain the facts by means of questionnaires sent to mortgagors, mort
gagees, assignees and others who were presumed to possess information. 
Despite this precaution the figures for total indebtedness may be some
what exaggerated by the inclusion of mortgages which have been paid 
but not released of record. Unrecorded voluntary payments on short term 
loans and payments on amortization loans in excess of requirements may 
cause similar errors. Errors in this direction may, to a certain extent, 
be counterbalanced by the existence of unrecorded mortgages and by 
delinquency in the payment of interest, taxes, insurance premiums, etc., 
which become a charge against the land and which may have to be paid 
by the mortgagee. 

Location of Area Studied.-The location of the area studied in Turner 
county is shown in Figure 1, a map of South Dakota. This area was select
ed as representative of the general type of farming in the southern part 
of the state. According to Bulletin 238, "Types of Farming in South Da
kota", and as shown in Figure 1, this is in type of farming "Area I, the 
intensive livestock feeding area. In the eight counties included in this 
area, corn is the principal crop, with oats grown on a large acreage. Al
though some feed crops are sold for cash, much of the feed raised is fed 
to hogs and beef-cattle. Many farmers feed out each year one or more 
car loads of cattle that are purchased from western ranches or from 
terminal stockyards. The soil, rainfall and growing season are more 
favorable for diversified farming in this area than any other in the state." 

Total Indebtedness: Changes in Amount and in the Relative 

Volume of Loans of Different Ranks 

Changes in Total Amount of Indebtedness.-The statistics on indebt
edness and other data have been analyzed for every fifth year from 1910 
to 1930 unless otherwise specified. Table 1 shows the total amount of in
debtedness in the three townships and the amount represented by loans of 
different ranks. The same information is presented graphically in Fig
ure 2. In 1910 the total indebtedness in these three townships was 
$677,001. The 1915 total indebtedness was 67 per cent large1·. Although 
the increase in the total from $1,130,443 in 1915 to $1,606,046 in 1920 
was a larger actual increase than during the preceding five years, the 
relative increase, 42.1. per cent, was smaller. In the other counties the 
largest increase in any five-year period, both absolutely and relatively, 
came in the five years from 1916 to 1920 inclusive. Apparently the in
crease in indebtedness from 1910 to 1920 was made possible by the in
crease in the value of farm land put up as security. The 19.4 per cent 
increase in indebtedness from 1920 to 1925 carried the total debt to a 
peak of $1,917,219. Since this increase took place during a period of de
flation it is reasonable to interpret the increase as being due to a short
age of local funds in the form of farm income and of bank deposits, 
making it necessary for farmers to borrow on their land. Such mortgage 
loans may have been made for the purpose of meeting farm expenses or 
they might have been incurred as the result of efforts to convert short 
term bank loans into longer term land mortgage loans on which funds 
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could be procured from other sources than local banks. They may also 
have bePn made to increase the security back of existing bank loans pre
viously incurred for production purposes. Foreclosures amounting to 
$107,588 during this period also emphasize the fact that the farmers 
were in financial difficulty. As indicated in Tables 1 and 4 the reduction 
in the volume of indebtedness during the five years after 1925 amounted 
to 22.9 per cent and left a total debt of $1,559,777 at the end of 1930. 
Twenty-nine per cent of this reduction was directly or indirectly brought 
about by foreclosmes. 
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TABLE !.-Total mortgage indebtedness on farm land and amount of each 
rank, every fifth year, 1910 to 1930 inclusive 

Total Mortgage Sum of First Sum of Second Sum of Third Sum of Fourth 
Year Indebtedness Mortgages Mortgages Mortgages l\'Iortgages* 

1910 s 677 .001 $ 499,070 $ 97 ,031 $56,812 $24.088 
1915 1 . 130,443 871 ,058 173,315 74,695 11.375 
1920 1,606,046 1 ,245,408 2H,913 62,675 53,050 
1925 1 ,917 ,219 1 ,580,582 286.877 41 ,250 8,510 
1930 1,559,777 1 ,430.898 113,609 15,270 0 

• The fourth mortgage totals inciude : $8,645 fifth mortgages in 1910 ; $910 fifth and 
$2,475 sixth mortgages in 1915 ; $9,000 fifth and $20,400 in sixth mortgages in 1920. 

Amount and Trend of Junior Mortgage Indebtedness.-The relative 
proportions of first mortgages and of junior mortgages are indicated in 
Table 2 and in Figure 3. The changes that have taken place in the 
relative proportions of first- and junior-mortgage loans in the different 
counties have not been uniform or alike except that for all counties at 
the end of 1930 there was a minimum of junior-mortgage loans on record. 
In Turner county, except for a slowing down of the general trend between 
1915 and 1920, junior-mortgage loans seem to be on the way to extinction. 
This applies especially to loans ranking below second mortgages. 

TABLE 2.-Percentage of the total farm real estate mortgage indebtedness represented by 
loans of each rank every fifth year from 1910 to 1930 inclusive 

Total Mortgage Percentage ·:n Percentage in 
Year Indebtedness First Mt1rs. Second Mtgs. 

1910 $ 677 ,001 73.7 14.3 
1915 1 .130,443 77 .1 15.3 
1920 1 . 606,046 77.6 15.2 
1925 1 ,917,219 82.4 15.0 
1930 1 ,559, 777 91.7 7.3 

• See footnote, Table 1. 

PEJ/'CE!ff OF TOTAL IHDE8rEOHES5 
0 /0 20 30 40 50 60 

I I I I I I I 
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I I I I I I I 
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I I I I I I I 
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I I I I I I I 
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I I I I I I I 
/9'!f0 

I I I I I I I 
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Fig. 3.-Percentage of total indebtedness represented by loans of various ranks, every 
fifth year, 1910-1930. (Based on Table 2.) 
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/rtOEX OF 
TUTAL HORT6A6E 

DOLLARS ,--------------------D_£_B_T
--,

/9!0 a /QO 
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1, 800,000 
Z Nf>  MORT6A6ES 260 

1,700,000 
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�40�000 1-----------

200 
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400,000 60 
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Fig. 2.-Total amount of mortgage indebtedness, index of change in indebtedness, and 
amount of loans of each rank every fifth year, 1910-1930. (Based on Tables 1 and 3.) 

Percentage Changes in lndebtedness.-According to Table 3, the total 
indebtedness was 183 per cent higher in 1925 than in 1910, and was 130 
per cent higher in 1930 than it was 20 years earlier. Table 4 shows the 
percentage changes by five-year and ten-year periods. 
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TABLE 3.-Index of change in total farm mortgage indebtedness, 
every fifth year from 1910 to 1930 

Year 

1910 
1915 
1920 
1925 
1930 

Index of Change in 
Total Indebtedness 

1910= 100% 

100 
167 
237 
283 
230 

Total Mortgage 
Indebtedness 

$ 677,001 
l,130,443 
1 ,606,046 
1,917 ,219 
1,559,777 

Area Mortgaged and Debt Per Acre 

Changes in the Area l\lortgaged.-Changes have taken place not only 
in the amount of the mortgage debt but also in the acreage involved. 
According to Table 5 and Figure 4 the area of mortgaged land in the 
three townships in 1910 was 25,680 acres. By 1915 this had increased 
to 28,693 acres, but during the succeeding five years there was a reduction 
of 680 acres in incumbered land in spite of a $475,000 increase in the total 
debt. These opposite changes were undoubtedly due to the fact that some 
farmers were sufficiently conservative to pay off their mortgage indebted
ness while their farm income was high. At the same time others, having 
become infected with the "boom spirit", borrowed more per acre in order 
to make improvements on the farm, or farm land was purchased at a high 
price and a larger mortgage was placed on the land to close the deal. 

TABLE 4.-Percentage increase or decrease in the total amount of farm 
mortgage indebtcdl)-ess by periods* (Based on Table 1) 

Periods 

1910 to 19).5 
1915 to 1920 
1920 to 1925 
1925 to 1930 

1910 to 1920 
1920 to 1930 

Percentage Change in Total Indebtedness 

Increase 

67.0 
42.1 
19.4 

137 .2 

Decrease 

22.9 

2.9 

• In each case the indebtedness figure for the end of the previous period is considered 
as 100 per cent. 

Depression Necessitated Increased Mortgaging of Land.-During the 
first five years of the deflation following 1920 there was an increase in 
the incumbered acreage from 28,013 to 32,393 in spite of forclosures in
volving 2,720 acres. As has been suggested the increase in the acreage 
mortgaged during the five years following 1920 may have been due to 
the inability of farmers to meet their current expenses out of income and 
out of funds accumulated in the banks. Furthermore short term pro
duction loans held by the local banks may have had to be converted 
into land mortgage loans as a means of replenishing the dwindling bank 
funds or in order to give the banks more adequate security for their out
standing production loans. According to Tables 5 and 6 there was a 9 per 
cent reduction in the mortgaged acreage between 1925 and 1930, which 
left 29,485 acres under mortgage in the latter year. The acreage involved 
in foreclosures equaled 73 per cent of this reduction. Table 5 also gives 
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TABLE 5.-Area mortgaged and the percentage which such mortgaged acreage 
was of all land*, at five year intervals, 1910 to 1930 

Index of Change in Percentage of 
Acres Mortgaged Acreage "All Land"* 

Year Mortgaged 1910 = 100% Mortgaged 

1910 25,680 100 37.5 
1915 28,693 112  4 1.9 
1920 28,013 109 40.9 
1925 32,393 126 47.3 
1930 29,485 115  43 .. 1 

• "All land," outside city limits, etc., equals 68,473 acres. 

INDEX 
19/0 "' 100 

130 

120 

1/0 

/00 

90 

80 

70 

()0 

50 

I 0,0GIOt---- 40 

30 

zo 

/0 

/9/0 /9/5 l9ZO 1925 1930 
Fil'. 4.-Total acreage mortgaged and index of change, every fifth year, 1910-1930. 

(Based on Table 5.) 
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the ind ex of c hang e  in m ortg ag ed ac reag e, and the perc en tag e of all farm 
land und er m ortg ag e. This perc en tag e rose from 3 7.5 in 1910 to 47.3 in 

1925. T he d eclin e to 43 .1 per c en t  in 1930 c leared 5.6 per c en t  of the 
total ac reag e. Table 6, showing the perc en tag e  c hang es by fiv e and ten
y ear period s, has already been referred to. Com paring the ind ex of 
c hang e  in total ind ebtedn ess in Tabl e 3 ,  with the ind ex of m ortg ag ed 
ac reag e in Table 5, and also the perc en tag e c hang es in Tables 4 and 6, 
it is ev id en t that the v olum e of ind ebtedn ess has fluc tu ated muc h m ore 
than has the ac reag e und er m ortg ag e. 

TABLE 6.-Pcrccntagc increase or decrease in mortgaged 
acreage by periods• (Based on Table 5)  

Percentage Change in Area Mortgaged 

Periods Increase Decrease 

1910 to 1915 1 1.7 
1915 to 1920 2.4 
1920 to 1925 15.6 
1925 to 1930 9.0 

1910 to 1920 9.1 
1920 to 1930 5.3 

* In each case the incumbered acreage figure for the end of the previous period ie 
taken as 100 per cent. 

Ind ebtedn ess Per Ac re.-T hese fluc tu ation s are refl ec ted in the d ebt 
per ac re, as shown in Table 7 and in Figu re 5. In 1910 the total d ebt per 
ac re was $26.36. A 49 per c en t  inc rease du ring the succ eed ing fiv e y ears 
m ad e  an av erag e d ebt of $39 .40 in 1915. Th oug h  thP. fol lowing fiv e y ears 
brough t abou t  a sm al ler perc en tag e inc rease, 45.5 per c en t  acc ording to 

Tabl e 8, the absolu te inc rease per ac re was $4.89 g reater, · whic h resu lted 
in a total per- ac re d ebt of $57.33 in 1920. For the y ears c on sid ered, i. e. 
eve ry fi fth y ear, t he m ax imum ind ebtedn ess pe r ac re was reac hed in 1925 
with $59 .19 m ortg ag e d ebt per ac re of incum berecl l and. The av erag e 
total d eb t  per ac re of m ortg ag ed l and in 1930 was $52 .90, or alm ost 
ex ac tly twic e  as muc h as in 1910. Table 7 also g iv es the ind ex of ind ebt-

TABLE 7.-Average indebtedness per acre of mortgaged land and index of debt per acre 
at five year intervals from 1910 to 1930 (Based

_ 
on Tables 1 and 5) 

Average Index of Change Average First Index of Change 
Total Debt in Total Debt Mortgage Debt in First Mortgage 

Year Per Acre Per Acre Per Acre Debt Per Acre 

1 9 1 0 = 100% 1910= 100% 
191 0 $26.36 100 $19.43 100 
1915 39.40 149 30.36 157 
1920 57.33 217 44.46 229 
1925 59.19 224 48.79 252 
1930 52.90 200 48.52 250 

edn ess per ac re and lik ewi se sh ows th e am ount cf th e fi rs t-m ortg ag e 
d ebt p er ac re of incum bered land. C om paring the two ind ic es it bec om es 
ev id en t that the fi rst- m ortg ag e  d ebt per ac re has inc reased m ore and 
has d el in ed less than the total d ebt per ac re of m ortg ag ed land. This 
is a n atu ral c on sequ enc e  of the g radu al reduc tion in the relativ e  propor
tion of jun ior m ortg ag e loan s  ou tstand ing in this area. 

!) 

I· 
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TOTAL /\f08T6A6t � 
JUNIOR MORT6A6ES 

FIRST MORTGAGES 

19/0 1915 l9ZO /925 /9�0 

Fig. 5.-Average debt per acre of mortgaged land as to first-, junior-, and total mortgase 
loans, every fifth year, 1910-1930._ (Based on Table 7.) 

TABLE 8.-Percentage increase or decrease in the farm mortgage debt per 
acre of mortgaged land by peri_ods* (Based on Table 7) 

Percentage Change in Total Debt Per Acre 

Periods Increase Decrease 

1910  to 1915 49.2 
1915  to 1920 45.5 
1920 to 1925 3.3 
1925 to 1930 1 0.6 

1910 to 1920 ll'i .o 
1920 to 1930 7.7 

* In each case the debt per acre figure for the end of the previous period is taken a.a 
100  per cent. 
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Amount of Loans Involved in Forclosures.-Aside from a second mort
gage for $3,100 foreclosed on in 1912, there were no foreclosures in these 
three townships from 1910 to 1920 inclusive, according to Table 9, and 
Figure 6. This is a splendid record. The reduced prices in force after 
1920, however, made it impossible for many farmers to make the required 
payments on their loans. As a result during the succeeding five years 
foreclosures amounted to $107,588, but of this amount $28,000 was a 
second mortgage on 480 acres which was later redeemed. The last five
year period from 1926 to 1930 inclusive recorded $93,654 in foreclosures. 
The percentage which the amount of foreclosures of each period was of 
the total debt at the beginning of the respective periods is given in the 
right hand column of Table 9 and in Figure 7. Table 10 indicates a much 

zoo, oco 
JUNIOR MORTGAGES 

190, 000 
FIRST MORTGAGES 

IB0,000 

170,000 L---------------------1'--------l 

150,000 1-----------------------''----------J 
140,000 1-----------------------,;'----------l 
l:!J0,000 1--------------------.-----
120,000 1-------------------......;:....----
IIO, OOO 1------------------..;:..----
/00, 000 L-----------' 
90,000 1-----------1 

70,000 1-----------1 
60, 000 1-----------1 
50,000 1----------
40, 000 1---------
�o,ooo 
zo,ooo 1-------------
10, 000 

0 
1911-·,s 1916 .120 '921-'u 1926�:!JO 19// -·20 19:lt .!$0 

Fie. &.-Amount of farm mortgages foreclosed upon during four successive five-year 
periods, and durinir two successive ten-year periods, 1910-1930. (Based on Table 9 . )  
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TABLE 9.-Arnount of  farm real estate mortgage loans foreclosed upon during four suc
cessive five-year periods and for two successive ten-year periods, with percentage of fore
closures to total indebtedness* at bei:innin1r of each period from 19 1 1  to 1930 inclusive. 

Periods Total Amount of Total Debt at Be- Per Cent of Total 
(first to last year incl.) Foreclosures ginnini:' of Period Debt Foreclosed 

191 1-1 9 1 5  $ 3,100 s 677,001 .5 
19 16-1920 0 1 ,130,443 0 
1921-1925 107 .588t 1,606,046 6.7 
1926-1930 93,654 1 .917 ,219 4.5 

1 9 1 1-1920 3,100 677,001 .5 
1921-1930 201.242 l,606,046 12.5 

• The total indebtedness at beginning of each period is  the amount of indebtedness 
the previous year : 1910 debt for the 191 1-1915  period, etc. 

t One second mortgage of $28,000 on 480 acres included above was redeemed. 
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Fig. 7.-Foreclosures during indicated five-year and ten-year period!, as percentacea of 
the total debt at the beginning of each period, 1910-1930. (Based on Table 9.) 
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higher proportion of foreclosures among junior-mortgage loans than 
among first-mortgage loans. This has undoubtedly contributed to the 
gradual decline in the volume of outstanding junior-mortgage loans. 
Although the gross total amount of foreclosures reached its peak in the 
1921-1925 period Table 10 shows that first-mortgage foreclosures were 
greater in the 1926-1930 period than in the preceding five-year period. 

TABLE 10.-Distribution of the volume of foreclosures according to the rank of the 
mortgages foreclosed in successive five-year periods from 1911 to 1930 inclusive and 

the percentage of the loans of each rank involved in foreclosures 

First mortgages Second mortgages Third mortgages 
foreclosed foreclosed foreclosed 

Period 
(inclusive) Amount Per cent Amount Per cent Amount Per cent 

1911-1915 $ 0 $ 3 ,100 3.2 $ 0 
1916-1920 0 0 0 
1921-1925 57 ,188 4.6 39,400* 16.1 11,000t 9.5 
1926-1930 80,454 5.1 6,500 2.3 6,700 13.5 

• One second mortgage of $28,000 on 480 acres included above was later redeemed. 
t Includes one fourth mortgage of $600 on 320 acres. 

Acreage Lost Through Foreclosure.-The amount of land involved in 
foreclosures is given in Table 11 and in Figure 8. As previously men
tioned, only a second mortgage was foreclosed on in this area from 1910 
to 1920. The acreage involved was 320. Du1ing the 1921-1925 period the 
net loss through foreclosures was 2,240 acres, 480 acres having been 
redeemed. From 1926 to 1930 inclusive, 2,120 acres were lost to the 
owner-borrowers as a result of foreclosure proceedings. A comparison 
of the percentage figures in the right hand column of Table 9 and of 
Table 11 may seem to indicate a smaller debt per acre of mortgaged 
land than per acre of other land. This indication, however, is erroneous, 
because the lands foreclosed on carried other mortgages besides those 
which were foreclosed. 

Comparath·e Debt Per Acre on Foreclosed and on Other Mortgaged 
Land.-Listing all the mortgaged loans on the lands involved in fore
closure proceedings during each five-year · period and comparing the total 
debt per acre on such land with the aver11ge of the debt per acre on all 
mortgaged land for the beginning and end of each period, the foreclosed 
land was shown to have a higher indebtedness than the non-foreclosed 
mortgaged land. Thus, one-half .the sum· of the 1920 and 1925 average 
debt per acre of mortgaged land was compared with the total debt per 
acre on the land foreclosed on from 1921 to 1925 inclusive. The latter 
had a 109 per cent higher per acre debt. (Foreclosures prior to 1921 were 
too few for significant comparison.) In . the 1926-1930 period the fore
closed land carried a 23 per cent higher ·debt load. In spite of the fact 
that this comparison is subject to criticism on the ground that the two 
sets of mortgages compared are not of contemporary origin, the results 
seem reasonable. One would naturally expect the owners of some of the 
more heavily encumbered lands to find it difficult to avoid delinquency 
and foreclosure. 
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TABLE 1 1.-Acreage of land involved in mortgage foreclosures during four successive 
five-year periods and for two successive ten-year periods, with percentage of fore

closed acreage to mortgaged acreage* at the beginning of each period, 
19ll to 1930 inclusive 

Total mortgaged Per cent of 
Periods Total acres in acreage at begin· mortgaged acrcasc 

(inclusive) foreclosure ning of period foreclosed 

1 9 1 1-191 5  320 25,680 1 .2 
1 9 1 6-1920 0 28,693 0 
1921-1925 2,720t 28,013 9 .7  
1926-1930 2,120 32,393 6.5 

1911-1920 320 25,680 1 .2 
1921-1930 4,840 28,013 l 7 .3 

• The total mortgaged acreage at beginning of period refers to the previous year : the 
mortgaged acreage in 1910  is used with the 1 9 1 1-1915 period, etc. 

t 480 acres redeemed. 
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Fig. 8.-Acrcage of land on which mortgage was foreclosed during four successive five-
year periods, or for two successive ten-year periods, 1910-1930. (Based on Table 1 1 . ). 
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Delinquency 

Amount and Percentage of First- and Junior-Mortgage Delinquency.
At the end of 1910 the delinquent loans amounted to $10,131, according 
to Table 12. Tables 13 and 14 and Figure 9 show that this amount was 
divided almost equally between first mortgage and junior-mortgage loans. 
By 1915 the delinquent loans had increased to $115,238, but only a small 
fraction of this amount was represented by loans below the first rank. 
This also applies to the total delinquency of $153,489 in 1920. By the 
end of 1925 this relationship had changed considerably, and a much 
higher proportion of the total delinquency of $258, 772 was represented 
by loans of junior rank. In 1930 loans to the amount of $134,269 were 
delinquent and a still larger proportion of the total than before was made 
up of junior-mortgage loans. The pe1·centage figures in Tables 13 and 14 
show that the proportion of first-mortgage loans delinquent every fifth 
year rose from 1 per cent in 1910 to 12.1 per cent in 1915 and then de
clined to 5.3 per cent in 1930. Junior-mortgage delinquencies, on the 
other hand, increased slowly from 2.8 per cent in 1910 to 4.1 per cent in 
1920, and then jumped to 27.8 per cent in 1925 and 45.4 per cent in 1930. 
Figure 10 shows what percentage of the total debt was delinquent. The 
high proportion of junior-mortgage foreclosures after 1920 would seem 
to be a natural consequence of high delinquency. 

TABLE 12.-Total amount of farm real estate loans of all ranks delinquent* as to prin
cipal, and the percentage of the total mortgage indebtedness which was delinquent at the 

end of every fifth year, 1910 to 1930 

Delinquent mortgages of 
all ranks Sum of mortgages delinquent for various periods 

Per cent of Up to 31 days Over 6 Unknown 
Amount total debt 30 to 6 months to Over length 

Year delinquent* delinquent days months one year one year of time 

1910 $ 10,131 1.5 $ 0 $ 0 $ 7 ,500 $ 2,631 0 
1915 1 15,238 10.2 7,000 24,045 35,200 48,993 0 
1920 1 53,489 9.6 13,660 13,200 25,800 100,829 0 
1925 258,772 13.5 0 10,200 45,500 192,257 10,815 
1930 134 ,269 8.6 0 8,500 1,500 124,269 0 

• A mortgage past due and not satisfied of record is counted delinquent in cases where 
inquiry has not shown extension by agreement between borrower and lender. In the left 
hand column headed "Amount delinquent" are included two delinquent Rural Credit 
amortization loans which have been listed separately in the right hand column for delin
quencies of unknown length of time. 

Accuracy of Delinquency Records.-As previously suggested, there is 
some possibility that these delinquency figures are exaggerated. As will 
be seen from Tables 12, 13 and 14 a large number of these delinquent 
loans had been past due and unpaid of record a year or more. In spite of 
the fact that attempts were made by means of correspondence to deter
mine the true situation it is possible that some of these loans had been 
paid in part or in full but had not been released on the records. If the 
delinquency figures are too large, compensating errors would be the 
amounts of unrecorded mortgages, delinquent interest, taxes, etc. to be 
paid by the borrower. 
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Fig. 9.-Total amount of farm mortgage loans delinquent at the end of every fifth year, 
1910-1930. ( Based on Tables 12, 13 and 14 . )  

Acreage With Delinquent Loans.-Table 15 gives the number of acres 
of land on which the mortgage was delinquent. Both this table and 
Figure 11 indicate the percentage of the incumbered acreage on which 
loans were delinquent. The greatest increase in delinquent acreage oc
curred between 1910 and 1915, the change being from 1,240 to 4,180 acres 
respectively. Loans on 5,140 acres were delinquent in 1920. By 1925 a 
peak of 7,020 acres was reached, and then there was a decline to 5,080 
acres in 1930. The changes in the acreage with delinquent mortgage 
loans have naturally somewhat resembled the changes in the amounts 
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TABLE 13.-Amount of first-mortgage farm real estate loans delinquent* as to principal, 
and percentage of the total first mortgage indebtedness which was delinquent 

at the end of the years indicated, 1910 to 1930 

Total First Mortgage 
Loans Delinquent* First Mortgages Delinquent for Various Periods 

Per cent 
of total Over Unknown 

Amount first mtg. debt Up to 31 days to 6 months to Over length 
Year delinquent delinquent 30 days 6 months one year one year of time 

1910  $ 5, 1 3 1  1 . 0  0 s 0 $ 5,000 $ 1 31 0 
1915 105,493 1 2 . 1  7,000 23,800 31 .200 43,493 0 
1920 138,680 1 1 . 1  13,500 8,200 25,800 9 1 , 180 0 
1925 165,215 10.5 0 8,200 21,000 125,200 10,815 
1930 75,800 5.3 0 7,500 0 68,800 0 

• Included among the "total first mortgage loans delinquent" are all such loans past 
due and unpaid of record in cases ·where inquiry has not shown extension by agreement 
between borrower and lender. Two delinquent Rural Credit amortization loans are included 
in the left hand column, and then listed separately in a column at the right for delin
quencies of unknown length of time. 

TABLE 14.-Amount of junior mortgage loans delinquent• as to principal and the percent,. · 
age of the total junior mortgage indebtedness which was delinquent 

at the end of the years indicated, 1910 to 1930 

Junior Mortgages 
Delinquent Junior Mortgages Delinquent for Various Perieda 

Per cent of 
Amount total junior Up to 31 days to Over 6 months Over 

Year delinquent mortgage debt 30 days 6 months to one year one year 

1910  $ 5,000 2.8 $ 0 s 0 $ 2,500 $ 2,500 
1 9 1 5  9,745 3.8 0 245 4,000 5,500 
1920 1 4 ,809 4 . 1  160 5,000 0 9,649 
1925 93,557 27.8 0 2,000 24,500 67,057 
1930 58,469 45.4 0 1,000 1 ,500 55,969 

• A mortgage past due and not satisfied on the records is counted delinquent in cases 
where inquiry has not shown exi:ension by agreement between borrower and lender. 

of de linquen t loans. On a percen ta ge bas is, however, a c om par is on of 
Ta bles 12 an d 15 s hows tha t  a higher percen ta ge of the lan d  was in
v olve d  in de linquenc y than was the case w ith the tota l loans. This is 
acc oun te d  f or by the fac t tha t  n ot a ll the m or tga ges on eac h piece of 
de linquen t lan d  were de linquen t a t  the same time. In the case of lan ds 
w ith both a firs t m or tga ge an d sec on d  m or tga ge. or even m ore jun ior
m or tga ge loans, the de linquenc y of an y one m or tga ge w ou ld place the 
w hole acrea ge in a c on dition of de linquenc y. 

TABLE 15.-Percentage of mortgaged acreage on which p rincipal of Joan was delinquent• 
as of the years indicated, 1910 to 1930 

Year 

1910  
1915 
1920 
1925 
1930 

Acreage on which loans 
were delinquent 

1,240 
4,lSO 
5, 140 
7,020 
5,080 

Total mortgaged 
acreage 

25,680 
28,693 
28,013 
32,393 
29,485 

Per cent of total 
mortgaged acreage 

delinquent 

4.8 
14 .6  
18 .3  
21 .7  
17.2 

• A mortgage past due and not satisfied of record is counted delinquent in cases where 
inquiry has not shown extension by agreement between borrower and lender. 
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Fig. 10.-Pcrcentage o f  total farm mortgage .indebtedness delinquent a t  the end of every · fifth year, 1910-1930. ( Based on Table 12.) 
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Indices of Prices and Debt Per Acre.-The foregoing recital of fore
closures and delinquency indicate a heavier burden of debt in the more 
recent years than in the earlier years. While data are not available to 
show exactly the relationship between farm incomes, and the debt burden 
for the various years in the area studied, or even in Turner county, com
parison of the following indices may be of interest. All the indices are 
based on 1910 conditions taken as 100 per cent. 
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Fil'· U.-Percentage of the encumbered acreage on which the principal was delinquent at 
the end of each five-year period, 1910-1930. (Based on Table 15 . )  
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TABLE 16.-Index numbers of prices and debt per acre 

Index of debt per 
Index of prices re- acre of mortg-aged Index of prices rec- Index of prices paid 

ceived by South land in three town- ceived by South by United State• 
Dakota farmers ships in Turner Dakota farmers farmers for com-

for farm products* Countyt for beef cattle* modities bough� 

---------- 100 1 00 1 00 100 
---------- 96.7 149 132.6 1 08 
---------- 195.9 217 172.6 210 ---------- 152 224 147.7 162 
---------- 121.2 200 176.7 149 

• Index compiled by Professor R. E. Post, and converted to a 1910 base of 100  per eent. 
t Table 7 of this circular. 
t From 1932 Yearbook of Agriculture, U. S. Department of Agriculture, page 900, con

verted to a 1910 base of 100.  

Deb t Bur den H eav ier Af ter 1920.-The ab ove indic es s how t he r el at ive 
c ondit ions in l at er y ears as c omp ar ed wit h w hat t hey w er e  in 1910. To 
t he ext ent t hat t he farm ers in t hes e t hr ee t owns hips have m ark et ed a 
c onst ant volum e of farm pr oducts of t he var ious k in ds in t he s am e  pr o
p ort ions as t he aver. age of all S out h Dak ot a farm ers, t heir r el at ive in
c om e, as s hown in t he extr em e l eft hand c olum n, has incr eas ed l ess and 
decr eas ed m or e  t han t he aver age debt p er acr e of incumb er ed l and. Not 
only c hanges in pr ic e  but als o  c hanges in t he am ou nts s ol d  have natur
ally influ enc ed t he farm inc om e. Th e pr ic es p ai d  foi· c omm odit ies us ed in 
li vin g  and in pr oduct ion als o  have r em ained ab ove s ell ing pr ic es for t he 
y ears aft er 1910. To t he ext ent, however, t hat t he farm ers in t his ar ea 
have r ec eived a l ar ger s har e of t heir t ot al farm inc om e  fr om b eef c att le 
t han is tru e for t he aver age S out h Dak ot a farm er t hey wer e  s om ew hat 
b ett er off in 1930. But even on t his b as is t heir bur den w as r el at ively 
gr eat er in t hat y ear t han was t he c as e  in 1910. Thes e  indic es t hus c oin
c ide w it h  t he dat a  on for ecl osur es and del inqu enc ies in indic at ing t hat 
t he bur den of debt was r el at ively heavier aft er 1920 t han in 19 10. This 
is t he pr ic e  p aid for war infl at ion and its alm ost inevit ab le succ ess or, 
defl at ion. The individu al must try t o  pr ot ect hims el f  against t he ec onom ic 
c ons equ enc es of t hes e forc es by pursu ing a p olicy of extr em e  c ons er va
t ism in t he m att er of c ontr act ing long t erm debts when t he pr ic e  level 
is high. 

Classification of Mortgaged Land and Loans 

As to Debt Per Acre 

How C lassifi ed.-Tabl e 17 and Figur e 12 w er e  pr ep ar ed in or der to 
get a m or e  det ailed view of indebt edness t han is furn is hed by t he aver age 
for eac h p er iod. In t his t ab le and in t he fi gur e b as ed on it, t he incumb er ed 
l and has b een divided int o cl ass es of i ndebt edness vary ing by $10.00 p er 
acr e. Th e t ab le s hows t he aver age debt p er acr e  in eac h cl ass, and in
dic at es w hat p erc ent age of t he t ot al indebt edness and what p erc ent age of 
t he m ort gaged land falls in eac h suc h cl ass. Thes e p erc ent ages ar e 
s hown gr ap hic ally in Fi gur e 12 . 

D istr ibut ion of D ebt P er Acr e  in 1910 and 1915.-In 1 910, 67.6 p er 
c ent of t he t ot al debt was dist ribut ed ov er la nd whic h was m ort gaged 
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at th e r at e  of fr om $1 0.01 t o  $50.00 per acr e. Th e c lal:' s  betw een $1 0.0 :L 
t o  $20.00 c arri ed a high er perc ent ag e  th an an y oth er c lass. Of th e in
c um ber ed land 83 .4 per c ent f ell in the f our c lasses u p  t o  $40.00 inc lusi ve. 
Th e $1 0.01 t o  $20.00 w as th e m od al c lass, the sam e as f or th e ind ebt ed
n ess. In 1 915 thr ee c las!:' es, r anging fr om $20.01 t o  $50.00 per acr e, 
c arri ed 44.9 per c ent of th e t ot al d ebt ; th e m od al c lass being th e midd le 
on e of th e thr ee. In th e c ase of th e m ortg ag ed acr eag e f our cl asses ac
c ount ed f or at least 1 0  per c ent each, th e t ot al f or th e f our being 73 .1 
per c ent of all th e m ortg ag ed land. Her e th e m od al c lass w as th e on e 

fr om $3 0.01 t o  $40.00 of d ebt per ac1· e. 

W id e  Di sp er sion in 1920.-Th e  di sper si on in 1 920 w as m uch wid er 
th an in th e tw o ear li er year s with th e r esult th at on ly tw o c lasses r egi s
t er ed m or e  th an 1 0  per c ent of th e d ebt, and th ese tw o w er e  wid e a part. 
S light ly m or e  th an one-fifth of th e t ot al d ebt w as di vid ed about equally 
b etw een th e $40.01 - $50.00 c lass and th e $90.01 - $100.00 c lass. Th e in
c um ber ed land sh ow ed gr eat er c onc entr ati on. Th e f our c lasses of ind ebt
edn ess r anging fr om $1 0.01 t o  $50.00 per acr e  c ont ain ed 55.1 per c ent of 
all th e m ortg ag ed acr eag e. 

Gr eat er C onc entr ati on by 1925 and 1930.-Th e  t end enc y t ow ard 
gr eat er c onc entr ati on in 1925 i s  n otic eable n ot so m uch in th e upper 
r ang e as in th e perc ent ag e  c ont ain ed in th e larg est c la ss. Th e di stri bu
ti on s  f or both 1925 and 193 0  appear t o  h ave tw o point s of c onc entr ati on. 
In 1925, 24.3 per c ent of th e d ebt f ell in th e tw o cl asses fr om $3 0.01 t o  
$50.00 per acr e. Th e n ext c lass c ont ain ed less th an 10 per c ent, but th e 
tw o c lasses of fr om $60.01 t o  $80.00 c ont ain ed 28.6 per c ent of th e d ebt. · 
Th ese tw o gr oups of c lasses c ont ain ed r especti vely 36.1 and 24.4 per c ent 
of th e m ortg ag ed land. B y  th e end of 1 93 0  m ost of th e ver y larg e m ort
g ag es h ad been elimin at ed and th e loan s  w er e  c onc entr at ed within a 
n arr ow er r ang e. Of th e d ebt, 64.1 per c ent w as acc ount ed f or by th e 
f our c lasses fr om $40.01 t o  $80.00. Of th e m ortg aged land 62.2 per c ent 
w as c onc entr at ed in th e f our c lasses fr om $3 0.01 t o  $70.00 d ebt per acr e. 
For both th e ind ebt edn ess and th e acr eag e th e high est c onc entr ati on 
w as in th e c lass fr om $40.01 to $50.00 d ebt per acr e. 

C auses of Wid e Rang e in Am oun t  of Debt Per Acr e.-Thi s sh ow s th at 
even in 1 93 0  th er e  w er e  sti ll s om e  loans of less th an $1 0.00 per acr e, b ut 
m uch of th e exc essi ve ind ebt edn ess on r ec ord in 1920 and 1925 h ad been 
r ed uced or elimin at ed entir ely. In 193 0  th e d ebt s  in exc ess of $1 10.00 p er 
acr e  in volved on ly about th e sam e  acr eag e  of land as th e d ebt s of $1 0.00 
or less per acr e. Th e " land boom" ending with 1920 cr eating high er loan 
values, and th e h eavy m ortgaging of land in c onn ecti on with sales at 
infl at ed pric es br ought about th e wid e sc att er or r ang e in am ount s 
loan ed per acr e  which i s  indicat ed in Table 17 and in Fig ur e  12. Thi s  
gi ves a m uch bett er c onc epti on of wh at t ook plac e th an i s  indic at ed by 
Table 7 and Fig ur e  5 sh owing th e aver ag e d ebt per acr e. Und ou bt edl y it 
h as been th e loan s am ounting t o  ar ound $100 or m or e  per acr e  th at h ave 
c aused diffic ult y  t o  both borr ow er s and lend er s. Fr om 1 920 t o  193 0  th e 
loan s of m or e  th an $1 10.00 per acr e  h ave d ec lin ed fr om 23 .8 per c ent of 
th e t ot al ind ebt edn ess t o  3 .5 per c ent. 
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TABLE 17.-Distribution of the total farm real estate mortgage indebtedness according to the amount of debt per acre of mortgaged land, every 
fifth year, 1910 to 1930 

Average debt per mortgaged acre in each class, per cent of total indebtedness and per cent 
of mortgaged land falling in each indebtedness class 

1910 1915 1920 1925 1930 
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edness per acre < <>  P. S  P. e < .l p. S  P. e < <>  P. S  P. e < <>  P. S  P. e < <>  P. S  P. e 
0.01 - $ 10  $ 5.88 3.2 14 .2 $ 7.09 .6 3.6 $ 4.90 .2 2.0 $ 5.55 .2 2.1 $ 3.13 .1  1 .1  

10 .01 - 20 16.48 23.0 36.8 15 .80 8.0 19.6 15.69 2.9 10.7 14.74 1.1 4 .5 16.09 2.4 8.0 
20.01 - 30 24.80 17 .9 18.9 26.20 13.3 20.1 26.14 6.9 15.1 29.79 3.0 5.9 23.16 3.3 7.5 
30.01 - 40 33.72 16.7 13 .2 33.90 18.8 21.9 34.13 9.4 15.7 33.77 10.4 18.3 34.47 8.0 12.2 
40.01 - 50 44.41 10.0 5.9 45.13 12.8 1 1 .2 45.42 10.7 13.6 46.47 13.9 17 .8 45.71 21 . 1  24.4 
50.01 - 60 54.07 7.7 3.7 57.78 7.4 5.0 56.37 3.0 3.0 55.82 8.8 9.4 56.38 11 .4  10.6 
60.01 - 70 63.88 7 .5 3.1 65.01 7.8 4 .7 63.82 8.9 8.0 64.62 14.3 13 .1  64.99 18.5 15.0 
70.01 - 80 79.22 3.7 1 .2 74.25 9.2 4 .9 76.63 9.9 7.4 74.62 14.3 1 1 .3 74.08 13 .1  9.4 
80.01 - 90 86.72 3.1 .9 82.58 4.7 2.2 83.51 8.7 6.0 83.45 4.7 3.3 84. 1 8  7 . 1  4 .5  
90.01 - 100 96.15 3.7 1.0 95.60 7.6 3.1 98.00 10.4 6.1 95.84 7.5 4.6 92.21 6 .1  3.5 

1 00.01 - 1 1 0  0 - 104.15 3.7 1 .4 105.67 5.2 2.8 1 05.54 5.7 3.2 105.56 5.4 2.7 
1 10.01 - 120 1 1 1.88 2.6 .6 1 1 3.50 2.0 .7 1 18.13 3.5 1 .7 1 15 .54 3.4 1 .7 0 
120.01 - 130 0 - - 1·27 .67 3.1 1 .0 125.08 5.0 2.3 124.75 2.6 1 .2 0 
130.01 - 140 O · - 135.63 1 .0 .3 0 135.84 3.1 1.4 0 
140.01 - 150 o· - 0 144.46 9 .0 3.6 146.15 2.4 1 .0  0 
150.01 - 160 152.50 .9 .2 0 0 158.75 .7 .2 158.75 .8 .3 
160.01 - 170 0 0 - 168.75 1.7 .6  168.75 1 .4 .5  162.50 1.6 .5 
170.01 - 181) 0 - 0 - 171.88 3.4 1 . 1  0 0 
180.01 - 310  0 - - 0 237 .50 1 .2 .3 240.50 2.5 .5 2 18 .75 I . I  .3 
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Source of Funds 

S ourc es of First-Mortg ag e  Fun ds.-T he ou tstan ding c han ge that h as 
tak en pl ac e  in the sourc e of fir st- mor tgage fun ds i s  a shif t fr om in di vid
u als to in sur anc e c ompani es as the c hi ef sourc e of su ppl y. T hi s  i s  shown in 
T abl e 18 an d i s  vi su aliz ed in Figur e 13 . In 1910 in di vidu als furni shed 
52 .9 per c en t  of all fir st- mor tgag e fun ds in these thre e tow nshi ps, whi le 
insur:mc e c ompani es furni� hed 23 .4 per c en t. By 1915 the pr opor tion 
furni shed b y  in divi du als had declin ed to 51.7 per c en t, an d the in sur anc e 
c om panie s had incre ase d  t heir shar e  to 2 9.6 per c en t  of. the total. In 
192 0  these two c hi ef source s acc oun ted· f or pr ac tic al ly the i, ame amoun ts, 
41 per c en t  c oming fr om in di vidu al s  an d 40.4 per c en t  fr om in sur anc e 
com pan ies. Followin g 1920 in div idu als appar en tl y  w er e  un able or un wi ll
ing t o  furn ish fun ds to the same re lativ e ex ten t as f or mer ly, an d the 
declin e in the pr opor ti on of fun ds co min g fr om them was accel er ated. In 
1925 in div idu al s furni shed on ly 23 .7 per c en t  an d in sur anc e c ompani es 
had incr eased their shar e to 61.9 per c en t  of the total fir st- mor tgage 
fun ds. E ven fr om 1925 to 193 0  ther e w as a smal l dec lin e in the pr opor
ti on of fun ds c oming fr om in di vidu als. T heir shar e was 19 per c en t  in the 
latter year, while in sur anc e c ompani es held mor tg ages r epr esen tin g 71.2 
per c en t  of a ll fir st mor tgag e  fun ds in the thr ee town shi ps s tu di ed. T he 
pr opor tion c omin g fr om savin gs b ank s has declin ed fr om 11.9 per c en t  
to .8 per c en t. Non e of the other sourc es has acc oun ted f or mor e than 

5 per c en t  of the total in an y of the year s  stu died. Feder al Lan d Bank 
loan s incr eased fr om .6 per c en t  in 1925 to 2 .4 per c en t  in 193 0. T he 
Rur al Cr edi t loan s  have n ot b een a signific an t  par t  of the total in thi s  
ar ea. 

Few er S ourc es of S ec on d-Mortg ag e  Fun ds.-A s to the sourc e of fun ds 
f or sec on d mor tgages T ab le 19 an d Fi gur e 14 mak e i t  evi den t  that in di
vi du al s had furn ished mor e than half of all suc h  fun ds ou tstan din g during 
ever y  on e of the five year s  un der c on si der ati on. T he pr opor ti on gr adu ally 
dec lin ed fr om 69.4 per c en t  in 1910 to 65.1 per c en t  in 192 0. T hen i t  
dr opped to 56.4 per c en t  in 1925, bu t r ose ag ain to 61.8 per c en t  in 193 0. 
Commerci al b ank s an d savin gs b ank s wer e  the sec on d an d thir d most 
i mpor tan t  sourc es of sec on d- mor tg ag e  fun ds as in dic ated b y  mor tg ages 
on r ec or d  durin g 192 0, 1925 an d 193 0. Natur ally ther e i s  gr eater ri sk in 
l en din g on sec on d- mor tgage securi ty, an d c on sequ en tly len din g agenci es 
at a di stanc e pr ef er n ot to b ec ome in ter ested, an d thi s r educ es the nu mb er 
of r egul ar sourc es of sec on d- mortg ag e  fun ds. T he c on sid er ab le incr ea se 
in the pr opor tion of s ec on d- mort gag e fun ds held b y  c ommerci al b ank s 
aft er 192 0  may in part have b een du e to ac tu al advanc es to c li en ts in 
n eed of fun ds, an d in par t  du e to the b ank s' deman d  f or addi ti on al securi
t y  in c onn ec ti on wi th pr e- exi stin g short ter m b ank loan s. 



TABLE 18.-So_urce of first mortgage funds : Amount and percentage of total coming from each source, every fifth year, 1910 to 1930 

1910 1915 1920 1925 1930 
Source of Funds Amount Per ceni Amount Per cent Amount Per cent Amount Per cent Amount Per cent 

Insurance Companies ________ $116,795 23.4 $258.093 29.6 $502,700 40.4 $978,879 61.9 $1,019,282 71.2 
Savings Banks -------------- 59,330 1 1 .9 67,800 7.8 80,500 6.5 29,200 1 .8 11 ,500 .8 
Commercial Banks ---------- 16,600 3.3 43,500 6.0 37,900 3.0 41 , 100 2.6 2,400 .2 
Indviduals ---------�----�--- 264,020 52.9 449,840 51.7 510,463 41.0 375,293 23.7 271 ,800 19.0 
Federal Land Banks -------- • • • • • • 9,078 .6 34,951 2.4 
South Dakota School -Fund ___ 21 ,000 4.2 32,400 3.7 32,800 2.6 29,800 1 .9 20,800 1 .5  
South Dakota Rural Credit ___ • • • • 5,000 .4 15,580 1 .0 • . 
Mortgage Bankers. ----------- 3,325 .7 6,025 .7 60,245 4.8 56,475 3.6 13,500 .9 
Miscellaneous, including 

Joint Stock Land Bank __ 18,000 3.6 13 ,400 1.5 15 ,800 1 .3  45,177 2.9 56,665 4.0 

• No loans. 

TABLE 19.-Source of s�cond mortgage funds : Amount and percentage coming from rach source, every fifth year, 1910 to 1930 

1910 19 15 1920 
Source of Funds Amount Per cent Amount Per cent Amount 

Savings Banks _______________ $ 3,800 3.9 $ 1 ,500 .9 $ 36,000 
Commercial Banks -----·--=---- 12,391 12.8 17,886 10.3 35,800 
Individuals ------------------- 67,312 69.4 118,550 68.4 159,367 
Mortgage Bankers ------------ 12,926 13.3 17 ,480 10.1 7,346 
Miscellaneous ----------------- 600 .6 17 ,900 10.3 6,400 

1925 
Per cent Amount Per <' ... nt 

14.7 $ 25,000 8.7 
14.6 76,767 26.8 
65.1 161 ,767 56.4 

3.0 8,943 3.1 
2.6 14,400 5.0 

1930 
Amount 

$ 9,474 
25,750 
70,250 

6,035 
2 ,100 

_;,., ..,_-=-

Per cent 

8.3 
22.8 
61.8 
5.3 
1.8 
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The Cost of Funds 

Components and Causes of Loan Costs.-The major cost of a farm 
mortgage loan is usually the interest charge that must be paid. Some
times also a commission has to be paid to the local agent or mortgage 
banker as compensation for his services in making out the· papers, etc., 
and finding an investor to put up the money for the loan. Other costs 
include the recording -fees and the price paid for the abstracter's services 
in bringing the abstract of title to the land up to date. The interest 
rate on farm Joans is influenced by many factors, such as the amount of 
savings or loanable funds seeking investment in long term securities, and 
the relative attractiveness to the investors of the various available or 
competing long term investment securities . . This attractiver:iess will de
pend not only on the relative interest rate but also on the security, the 
maturity, the size of the loan, note, . bond, etc. ; the promptness with 
which payments of interest and .principal will- be· made "when due; and the 
ease or difficulty with which the security can be marketed at any time 
and place without loss. It is obvious that individual farm mortgages are 
less satisfactory to the investor in some respects than are the standard
ized bonds of the federal land banks. The regulations governing the 
making of farm mortgage loans by the federal land banks and the 
method of issuing bonds with these mortgages as security is a matter 
of public information. Impartial information as to the capital structure 
and financial standing of the federal land banks is also readily available 
to any investor. In order to get comparable information about a mort
gage given by John Doe, farmer, one would have to go to considerable 
effort and expense. There would be no assurance that the contractual 
repayments on the mortgage given by John Doe would be made as punct
ually as the payments on the federal land bank bonds are made. Further
more there would be no daily market and no daily market quotations on 
John Doe's mortgage to enable the investor to sell his mortgage for cash 
at any time. Because of this· situation the services of a local agent or 
mortgage banker is often required to make contact between the farmer 
borrower and the investor. The services of this middleman are usually 
paid for in the form of a . commission, which may be paid· either in cash 
or in deferred installments according to the terms of a commission 
mortgage. 

First-Mortgage Interest Rate.-According to Table 20 there has been 
a slightly downward trend of interest rates on first mortgages in the area 
studied. For the years 1910 and 1915 the weighted average rate of inter
est on first mortgage loans was 5.6 - per cent. The weighted average for 
1920 and 1925 was 5.5 per cent; and for 1930 it was 5.3 per cent. The 
commission has varied from .6 per cent to .8 per cent. The figures for the 
number of observations or the number of commission mortgages on 
record indicate that the taking of a commission mortgage was much 
more common in the earlier years. According to the statement of farm 
mortgage bankers who are familiar with the situation, it is now more 
customary to collect a cash commisF>ion, especially in the older sections 
of the state. The total first-mortgage interest charges to the mortgagor 
have thus been about 6 per cent or more except possibly for 1930. 
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' 
TABLE 20.-Cost of first and second mortgage funds:  The rate of interest and commis-

sions, as weighted averages of loans in force, every fifth year, 1910 to 1930 

First Mortgages Second Mortgages 

Rate of Interest Rate of Commision Rate of Interest 

Per Number of Per Number of Per Number of 
Year Cent Observations Cent Observations Cent Observations 

1910 5.6 138 .7 46 6.1 30 
1915  5.6 171  .8  39 6.1 47  
1920 5.5 189 .6 15 5.9 38 
1925 5.5 226 .7 3 6.5 59 
1930 5.3 201 .8 1 6.7 42 

Second-Mortgage Interest Rate.-The interest rates on second mort
gage loans have been not only higher, according to Table 20, but the 
trend of the rate has been upward instead of downward. · For 1910 and 
1915 the rate averaged 6.1 per cent. It was down to 5.9 per cent in 1920, 
but rose to 6.5 in 1925 and 6.7 in 1930. This increase in the rate of inter
est on second mortgages in this area as well as the gradual reduction 
in the total volume of second mortgage loans indicate that investment 
in second-mortgage securities have become gradually less attractive 
during the period considered. 

Frequency Distribution of Rate on Current First-Mortgage Loans.
In order to get a better picture of the changes that have taken place in 
the rate of interest than is indicated by the average of outstanding 
mortgages, Table 21 was prepared. In this table only current mortgages 
for each period are considered. In order to base the results on a larger 
number of mortgages than those recorded in one year only, a 24-month 
period was taken. For each year studied the period covers the last six 
months of the previous year and the first six months of the succeeding 
year besides the year specified. There is an exception to this rule for the 
year 1930, in that the period for that year covers only the · 18 months 
ending with December 31. 1930. Only such mortgages were included in 
this study as were actually put on record during each period. Figure 
15 is a graphic presentation of the same information given in Table 21. 
It is evident that in the 1910 period the 5 per 'cent and the · 6 per cent rates 
were the most common, 43.7 per ce.nt of the loans specifying· 5 ·per cent, 
and 38.2 per cent of the loans drawing 6 per cent interest. In 1915 the 
6%,  5 and 6 per cent rates accounted for respectively 34.4, 31.1 and 27.9 
per cent of all mortgages recorded. In the 1920 period the 6 per cent 
rate accounted for 40 per cent of all loans, and the 5% per cent rate came 
second with 33.9 per cent of all loans currently recorded. By 1925 the 
interest rate was down again and the most common rate, 5 per cent, 
accounted for 83.1 per cent of all loans. In no other period studied were 
the interest rates as low. By 1930 th� 5 1h per cent rate had become the 
most common, with 51 per cent of the mortgages drawing that rate, and 
28.6 per cent of them were drawing 5 per cent interest. Twelve per cent 
of the loans specified the 6 per cent rate. 
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Fig. 15-Percentage of first mortgages drawing various rates of interest at different 
periods•, 1910-1930. (Based on Table 21.) 

• The mortgages are such as were recorded during each year indicated plus six months 
before and six months after, but for 1930 the period covers only the 18 months ending 
December 31 ,  1930. 
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TABLE 21.-Frequency distribution of the interest rate of first mortgages RECORDED 
during various periods*, 1910 to 1930 

Per'tage 1910 1915 1920 1925 1930 
Rate of Per cent Per cent Per cent Per cent Per cent 
Inter- No. of of No. of of No. of of No. of of No. of of 

est Mtgs Mt!!'S Mtgs Mtgs Mtl:'S Mta:s Mtgs Mtgs Mtgs Mtgs 

5 24 43.7 19 31.1 5 7.7 54t 83.1 1 4  28.6 
51,4 0 0 1 1.5 3 4.6 3 6.1 
511., 7 12.7 21 34.4 22 33.9 2 3.1 25 51.0 
6 21  38.2 17 27.9 26 40.0 0 7; 14.3 
61A, 0 2 3.3 5 7.7 1 1.5 0 
7 1 1.8 0 6§ 9.2 0 0 
8 2 3.6 2 3.3 0 5 7.7 0 

• The periods mentioned in this table refer to periods of 24 months each including 6 
months before and .6 months after the years specified at the top of the columns, except that 
for 1930 the period covers only the 18 months ending with December 31, 1930. 

t Includes one loan at 51,s per cent interest. 
t Includes one loan at 5'¥, per cent interest. 
§ Includes one loan at 6o/.1 per cent interest. 

Rates on Current Second Mortgages.-Second mortgages naturally 
draw a higher rate of interest. Table 22 deals with second mortgages in 
the same manner as previously discussed in connection with Table 21 on 
first mortgages. In 1910, 56 per cent of the current second mortgages were 
drawn at 6 per cent, and 20 per cent specified an 8 per cent rate. In the 
case of second mortgages, as with first mortgages, the rate was higher in 
1915 than in 1910. In 1915, 62.5 per cent of the second mortgage loans 
drew 8 per cent and 16.7 per cent of the loans cost the borrowers 6 per 
cent interest. The most common or model rate in 1920 was 6 per cent. 
During both the 1925 and 1930 periods the most common interest rate was 
8 per cent. Fewer mortgages were placed on record during these years, 
and the rates averaged higher than in 1920. Some of the second mortgages 
of the 1920 period specifying low interest rates are undoubtedly purchase
money mortgages, and not outright loans. 

TABLE 22.-Frequency distribution of the interest rate on second mortgages RECORDED 
durina: various periods,• 1910 to 1930 

Per'taa;e 1910 1915 1920 1925 1930 
Rate of Per cent Per cent Per cent Per cent Per cent 
Inter- No. of of No. of of No. of of No. of of No. of of 

est Mtgs Mtgs Mtgs Mtgs Mtgs Mtgs Mtgs Mtgs Mtgs Mtgs 

5 2 8.0 0 0 3 15.8 3 30.0 
611., 0 2 8.3 4 14.8 1 5.3 0 
6 14 56.0 4 16.7 11 40.8 3 15.8 1 10.0 
61h 2 8.0 1 4.2 4 14.8 0 0 
7 1 4.0 2 8.3 1 3.7 2 10.5 0 
8 5 20.0 1 5  62.5 4 14.8 10 52.6 6 60.0 

10 1 4.0 0 3 11.1 0 0 

• The periods mentioned in the title of this table refer to periods of 24 months each 
including 6 months before and 6 months after the years specified at the top of the columns, 
except that for 1930 the period covers only the 18 months ending with December 31, 1930. 
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Length of Term 

The Length of Term in Relation to Needs of Borrowers.-The length 
of term of farm mortgage loans is of importance in relation to both the 
cost and convenience of borrowing. If renewals have to be made at fre
quent intervals this may add materially to the cost of borrowing. In ad
dition to the usual renewal costs the cost of a new loan may be increased 
by virtue of renewal having to be made at a time of higher interest rates. 
Short term loans may be of advantage to the lender in that the frequent 
renewals make it possible for him to check up on the progress of the bor
rower, changes in the value of the security, etc., enabling him to demand 
full or partial repayment, increase in the amount of security or an ad
vance in the rate of interest charged. If the lender is operating on only 
short term funds his desire for short term loans is natural and unavoid
able. However, since the evidence in most farm mortgage studies point to 
the fact that farm indebtedness is a long term proposition, it becomes 
obvious that most farm loans should be made for a long term of years. It 
is not good business to invest short term funds in a long term investment. 
Furthermore, there is no necessity for it. The customary five-year term 
seems a relic of the time when individuals who might soon need the money 
furnished the bulk of all farm mortgage funds. A proper set-up of the 
investment machinery and the methods of financing will make it possible 
to place the farm loans on a basis where the term of the loan will cor
respond with the probable needs of the borrower. The long term amorti
zation loans of the federal land banks and of some of the insurance com
panies are examples. In the case of the insurance companies a large and 
fairly constant volume of receipts in relation to disbursements make it 
possible to invest some of the funds in either long te.rm bonds or amorti
zation farm land mortgages. In the case of the federal land banks the 
long term bonds provide funds for long term farm mortgage loans. Fur
thermore the constant market for such bonds under ordinary circum
stances makes it possible for the investors to buy them and sell them 
again at any time without the need for demanding repayment of any of 
the farm mortgages used as security for the bonds. Since the federal land 
bank amortization loans can be repaid at any time after the first few years 
it is possible for the borrower to refinance such a loan at a time when the 
interest rates are low. Another advantage of the long term amortization 
loan is, of course, that it provides a systematic way of gradually paying 
off the debt. 

Average Term of Outstanding First Mortgage Loans.-Five years was 
the average length of term of all first mortgages in force in 1910, accord
ing to Table 23. By 1915 a few loans with longer terms had been placed 
on record which raised the average to 5.3 years. Similiar causes resulted 
in the average length of term being extended to 5.9 years in 1920, 6.1 
years in 1925, and 6.2 years in 1930. The amortization loans of thirty years 
or more, placed by the Rural Credit board, the Joint Stock Land Banks 
and the Federal Land Bank have been excluded in making up this average, 
but some other loans of ten years or more Increased the length of the 
average term. 

t 
I 
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TABLE 23.-Length of term of first- and second-mortgage loans as averages of farm loans 
in force, every fifth year, 1910 to 1930 

First Mortgages Second Morti!"ages 
Length of Term Number of Length of Term Number of 

Year in Years Observations in Yrars Observations 

1910 ------------- 5.0 143 5.0 47 
1915 ------------- 5.3 172 4.9 67 
1920 ------------- 5.9 198 5.9 45 
1925 ------------- 6.1 228 4.4 60 
1930 ------------- 6.2 197 2.8 43 

South Dakota Rural Credit, Federal Land Bank and Joint Stock Land Bank loans are 
not included in the above tables. The number and term of such loans are as follows : 

South Dakota Rural Credit loans 
Joint Stock Land Bank loans 
Federal Land Bank loans 

1920 1925 1930 

No. of Term in No. of Term in No. of Term in 

Loans Years Loans Years Loans Years 

30 3 30 
5 28.5 7 35.2 
I 33 3 34.7 

Avera ge Ter m  of O utsta nd ing Second M or tga ges.-Second mort ga ge 
t er ms, on t he ot her ha nd, b eca me short er dur ing t he per iod stud ied, a s  in
d icat ed in Tab le 23 . Wit h t he ex cept ion of t he a vera ge f or 1920 t he lengt h 
of t he second mort ga ge t er m  wa s gradua lly short ened fr om 5 year s in 
19 10 t o  2 .8 year s in 1930. The 1920 a vera ge of 5.9 year s ma y ha ve b een 
infl uenced b y  long t er m  pur cha se money mort ga ges. 

Fr equency D istr ib ution of Ter ms of C urr ent Fir st-M or tga ge Loa ns.
A s  ment ioned in t he d iscu ssion on t he int er est rat e t he a vera ge is not a l
wa ys a sat isfa ct or y  mea sur e or ind icat or b ecau se it d oes not r evea l a ny 
of t he d eta ils. In Tab le 24 a nd Figur e  16, t he d istr ibut ion of t he t er ms of 
fir st mort ga ges ar e shown. Her e, a ga in, in ord er t o  ha ve a lar ger nu mb er 
of mort ga ges t o  work wit h t ha n  wer e r ecord ed in a single year, t he loa ns 
consid er ed ar e a ll such a s  wer e curr ent ly r ecord ed d ur ing a ·24 - mont h  
per iod includ ing t he six mont hs b ef or e  a s  well a s  t he six mont hs f ollowing 
t he year ind icat ed. For 1930, however, only t he mort ga ges r ecord ed d ur
ing t he 1 8  mont hs end ing wit h· D ecemb er 31 ,1930 ar e used. Bot h Tab le 24 
a nd Figur e 16 mak e it clear t hat in 19 10 ver y f ew of t he mort ga ges r e
cord ed specifi ed a nyt hing but t he fi ve year t er m. T· he per centa ge of a ll 
curr ent mort ga ges pla ced on r ecord which wer e  f or fi ve- year t er ms r ose 
fr om 82 per cent f or t he 19 10 per iod t o  85.5 per cent in t he 19 15 per iod. 
In t he 19 15 per iod no loa ns specifi ed a longer t er m  t ha n  fi ve year s, b ut 
f or t he ot her per iod s  ma ny loa ns wer e mad e  f or longer t er ms. Dur ing 
t he 1920 per iod 67.6 per cent of a ll fir st mort ga ges pla ced on r ecord wer e  
fi ve- year loa ns. Next in ord er of importa nce ca me t he 10 - ,  20 - ,  30 - a nd t he 
1 - year loa ns. In t he 1925 per iod 66.2 per cent of a ll curr ent loa ns r ecord ed 
wer e  of t he fi ve year t er m; 17.6 wer e  f or 10 year s. The gr eat est concen- . 
trat ion on t he fi ve- year t er m  wa s f ou nd in t he 1930 per iod wit h 90 per 
cent of a ll fir st mort ga ges b eing f or fi ve year s. Figur e 16 gives t his in

f or mat ion at a gla nce. Und oubt ed ly it wa s t he lend er s a nd not t he b or
r ower s  who d ecid ed f or what t er ms t he loa ns should b e  mad e. 
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TABLE 24 .-Frequency distribution of the term of first mortgages RECORDED during 
various periods*, 1910 to 1930 

1910 1915 1920 1925 1930 

.... .... .... .... ... .... .... "' .... .... .... 
0 "' 0 "'  0 "' 0 "' 0 "' 0 "' 0 "'  o �  0 "'  

Length of 
.. 

c :  
.. 
= �  

.. 
= �  

0 " 

= i  c :  ,- bl)  ... " " "  ... " ... " 
Term in Years " "  .. ..  " "  .. ..  .. .. .. ..  " "  " .. .. .. .,, " <> .;l'  .,, " <> .;l'  .,, " " ;!  .,, " t �  .,, " v !'> 

= t: .. ... = t: .. ... = t: .. ... = t: ... ..  = t: .. ... = 0 " 0 = 0 " 0 = 0 " 0 = o  .. 0 ::, 0 " 0 

z:.:: i:.. :.::  z:.:: p..:,:: z:.:: i:.. :g z:.::  i:.. :g z:.:: Po. :g 
1 year or less 3 5.4 2 3.2 3 4.2 4 5.9 0 
2 and 3 2 3.6 1 1 .6 0 4 5.9 0 

4 0 6 9.7 1 1 .4 0 0 
5 46 82.0 53 85.5 48 67.6 45 66.2 45 90.0 
6 1 1.8 0 2 2 .8  3 4.4 0 

and 8 0 0 2 2.8 0 0 
1 0  3 5.4 0 5 7 . 1  12 17.6 3 6.0 
14 1 1.8 0 1 1.4 0 0 
20 0 0 5 7.1 0 2 4.0 
30 0 0 4 5.6 0 0 

* The periods mentioned in the title of this tal;'.c 1·c.,.er to periods of 24 months each, 
including 6 months before and 6 months after the yea1· :..pedfied at the top of the columns, 
except that for the year 1930 the period covers only the 18 months prior to December 31, 
1930. 

Terms Most Frequently Used With Current Second-Mortgage Loans.
The distribution of the terms of second mortgages is given in Table 25. 
For the 1910 period the bulk of these, or 62.2 per cent, were for five years, 
while 17.3 per cent were for one year. In the 1915 period 23.1 per cent of · 
the current second mortgages specified the three-year term while 26.9 per 
cent were for five years and the same percentage were one-year loans. 
From 1920 on the most common term for second mortgages was one 
year. Of the second mortgages recorded in the 1920 period 31.8 per cent 
were one-year loans. The five-year and the ten-year loans each accounted 
for 18.2 per cent, and 13. 7 per cent specified a term of three years. During · 

TABLE 25.-Frequency distribution of the term of second mortgages RECORDED during 
various periods*, 1910 to 1930 

1910 1915 1920 1925 1930 

.... .... .... .... .... .... .... .... .... .... 
0 "' 0 "' 0 "' 0 "' o � 0 "' 0 "' 0 "'  0 "' 0 "' 

Length of 
.. 

c :  
.. 
= t . = � 

.. 
= �  

.. 
c :  .. " ... " ... " ... " ... " 

Term in Years .. ..  t ;  " "'  .. " " "  � ;  .. .. t ;  
.. " .. ..  .,, " .,, " 

C,l �  
.,, " .,, " "' "  <> ;!'  

= .: .. .. e t  ... .. E t:  ... ... = .: ... ... = t: ... ... = o  " 0 = o  .. 0 = o  " 0 = o  .. 0 ::, 0 .. 0 

z:g  i:.. :.::  z:g  i:.. :g z:g i:.. :g z:.:: i:.. :g z:.::  i:.. :.::  

year or less 5 17.3 7 26.9 7 31.8 9 45.0 5 50.0 
2 2 6.9 3 11 .5 2 9 .1  1 5.0 1 10.0 
3 1 3.4 6 23.1 3 13.7 4 20.0 2 20.0 
4 0 2 7.7 1 4.5 0 0 
5 18 62.2 7 26.9 4 18.2 4 20.0 2 20.0 

8 and 9 0 0 1 4.5 1 5.0 0 
10 1 3.4 0 4 18.2 1 5.0 0 

• The periods mentioned in the title of this table refer to periods of 24 months each, 
including 6 months before and 6 months after the years specified at the top of the columns, 
except that for the year 1930 the period covers only the 18 months prior to December 31. 
1930. One loan in 1910 was due "according to note ;" in 1910 and also in 1915 one loan 
was due in installments. 
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Fig. 16.-Percentage of first mortgages falling in various term groups during different 
periods•, from 1910 to 1930. (Based on Table 24.) 

• The years refer to periods of 24 months each, including 6 months before and 6 
months after the specified year, except that for 1930 the period covers only 18 months 
prior to December 31. 

the 1925 p er iod 45 p er cen t  of the secon d mor tgages p laced on r ecor d 
wer e  du e in on e year. An other 40 p er cen t was divided equ all y between 
thr ee an d f ive- year l oan s. The total nu mber of secon d mor tgages r ecor d
ed in the 18 mon ths of the 1930 p er iod was on ly 10, an d on e- half of these 
wer e f or on e year. The holder of a secon d mor tgage n atur all y run s the 
r isk n ot onl y  of f ailur e to r eceive p aymen t  fr om the mor tgagor, bu t h e  
also is in dan ger of havin g  his secur ity wip ed ou t by f or ecl osur e of the 
fir st mor tgage. In view of the gr eater r isk the holder s  of secon d mor t
gages n atur all y deman d a higher r ate of int er est as well as a shor ter 
ter m. 
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Term and Rate on Loans From Different Sources 

Average Rates of Interest.-Loans from the school fund have consis
tently held first place as drawing the lowest rates of interest. As indicated 
in Table 26 this has been true for all first mortgages outstanding during 
every year studied. Loans from insurance companies occupied third place 
in 1920, but for all the other years considered the insurance company loans 
have had the second lowest rates of interest. In this comparison com
missions have not been considered. To the extent that commissions have 
been charged it is possible that the insurance company loans have cost 
more than the loans from the federal land bank. Loans from individuals 
,eem to have cost less than the loans from savings banks. The. next higher 
:·ates seems to have been charged by commercial banks and by mortgage 
bankers. The loans from the miscellaneous sources have specified a low 
rate of interest, but exact comparison is made difficult by the lack of in
formation as to commissions charged on the various loans. To the extent 
that the interest rate may have been varied according to unrecorded dif
ferences in risk the indicated variations in rate may be justified. 

Average Length of Term of Loans.-Aside rrom the 30-year Rural 
Credit loans and the still longer term federal land bank loans, the loans 
from most of the various lending agencies were for a term of about five 
years. In some cases, as shown in Table 26, a few loans of slightly longer 
term raised the average. The terms of loans from some sources averaged 
less than five years. The one-year average length of term of loans from 
commercial banks for 1930 may indicate the need for mo:;-e liquid bank as
sets at that time than earlier. 

TABLE 26.-The average weighted percentage rate of interest• and the average unweight-
ed length of term in years, of outstandingt first-mortgage loans from 

various sources, everY fifth year, 1910 to 1930 

1910 1915 1920 1925 1930 
Inter- Inter· Inter- Inter- Inter· 

Source of Funds est Term est Term est Term est Term est Tenn 

Insurance Companies 5.3 5.0 5.3 5.0 5.5 6.1 5.5 6.4 5.3 6.4 
Savings Banks 6.0 5.3 5.7 5.2 5.5 4.6 5.7 4.6 5.9 5.0 
Commercial Banks 6.1 4.9 6.1  5 .2 5.3 5.0 5.7 4 .1  8 .0  1 .0  
Individuals 5.7 4.9 5.6 5.7 5.5 6.2 5.6 6.2 5.5 5.8 
Federal Land Bank :j: + + :j: :j: :j: 6.0 33.0 5.4 34.7 + + 

S. D. School Fund 5.0 4.5 5.0 4.4 5.1 4.8 5.0 5.4 5.0 5.5 
S. D. Rural Credit + + :j: + 6.0 30.0 7.0 30.0 :j: :j: + + + 

Mortgage Bankers 8.0 5.0 7.0 3.0 6.5 4.9 6.0 5.0 5.8 10.0 
Miscellaneous 5.3 6.7 5.4 7.5 5.9 9.8 5.6 10.0 5.5 7.5 

* In addition to the interest cost, the borrower usually is required to pay a commission 
averaging about 0.6 per cent, except in case of loans from the Federal Land Bank, South 
Dakota and some local loans. 

t The outstanding first mortgages include all, both old and recent mortgages, unsatis
fied on the record. 

:j: No loans. 

Average Rates and Terms of Second Mortgages.-According to Table 
27 the interest rates on second mortgages averaged higher and the terms 
were shorter than was the case with first mortgage loans. Another dif-
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f erenc e i s  that there were f ewer regu lar sou rc es of sec ond mortgage 
fu nds. In most c ases the nu mber of loans f rom eac h sou rc e  was too small 
to warrant any c ri tic al c ompari son on the basi s of the data i n  thi s  table. 

Most of the sec ond mortgage loans were held by i ndi vi du als and c ommer
ci al bank s. Many of the sec ond mortgages held by mortgage bank ers ap
peared to be c ommi ssi on mortgages. 

TABLE 27.-The average weighted percentage rate of interest and the average unweighted 
length of term in years of outstanding* second-mortgage loans from 

various sources every fifth year, 1910 to 1930 

1910 1915 1920 1925 1930 

Inter- Inter- Inter- Inter- Inter-
Source of Funds est Term est Term est Term est Term est Term 

Savings Banks 6.0 5 .0 6.0 5.0 5.4 10.0 6.1 4.0 7.7 0.8 
Commercial Banks 7 .3 3.2 7.5 4 . 1  6.8 6.1 7.5 2.2 8.0 1.5 
Individuals 5.7 5.5 5.9 5.2 5.7 6.0 5.9 5.6 6.1 3.0 
Mortgage Bankers 6.0 5.3 6.5 4.7 7.9 5.0 7.6 4.1 7.3 5.8 
Miscellaneous 6.0 1.2 5.5 4.3 5.5 5.0 6.0 6.2 5.3 5.0 

* All second mortgages on the records as not satisfied are included. 

Amounts Loaned Per Acre by Different Agencies 

B asis Lackin g f or Satis f ac tor y C omparis ons.-The average amou nts 
loaned per ac re by the diff erent agenci es may have been i nflu enc ed by a 
vari ety of c au ses. Si nc e land valu es have been c hangi ng f rom ti me to ti me 
the averages i n  Table 2 8  wou ld not nec essari ly be c omparable u nless the 
loans on whic h the averages are based were made at abou t the same ti me. 
Another difficu lty i s  that no i nf ormati on i s  avai lable as to the valu e of 
the land on whic h the diff erent agenci es h ave plac ed thei r loans. To be 
c omparable the loans shou ld be on lands of c omparable qu ali ty and valu e, 
i nc lu ding struc tu res. O ther thi ngs bei ng equ al one mi ght ex pec t to fi nd 
b orrowers tendi ng to seek loans f rom those agenci es maki ng the largest 
l oans per ac re. There wou ld seem to be some i ndic ati on of thi s i n  the av
erages f or 19 10 and 19 15, i n  that the loans f rom i ndi vi du als were most 
nu merou s and were f or larger average amou nts per ac re than the loans 

f rom other sou rc es. Insu ranc e  c ompani es furni sh the sec ond largest 
nu mber of loans, and f or 19 15 thei rs were the sec ond largest loans on a 
per ac re basi s. Du ri ng these years the loans f rom mortgage bank ers and 

f rom mi sc ellaneou s sou rc es were too f ew to mak e  the average si gnfic ant. 
From 1920 on the loans f rom i nsu ranc e c ompani es were more nu merou s 
than the loans f rom any other sou rc e; nevertheless the loans f rom i ndi vi
du als c onti nu ed to be larger per ac re. The average f or mi sc ellaneou s 
loans i n  1920 and f or the loans f rom savi ngs bank s, c ommerci al bank s  and 
mortgage bank ers i n  1930 were too f ew to be si gnific ant. The other aver
ages are based on six or more loans. The loans f rom savi ngs bank s  and 
f rom the Sou th D ak ota sc hool fu nd seem to have been c onsi stently c on
ser vati ve i n  amou nt per ac re. As a c ompensati on the sc hool fu nd loans 
have drawn the lowest rate of i nterest. 
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TABLE 28.-Average amount loaned per acre on first mortgages by various agencies, 
indicated by outstanding* mortgages for the years specified, 1910 to 1930 

1910 1915 1920 1925 1930 
Loans Loans Loans Loans Loans 

Source of Funds Per Acre Per Acre Per Acre Per Acre Per Acre 

Insurance Companies $18.48 $27 .25 $42.17 $50.01 $48.20 
Savings Banks 19.02 24.93 28.75 25.17 t 
Commercial Banks 12.24 24.17 4 1.20 35.43 + 

+ 

Individuals 22.53 37.55 54.42 50.04 53.72 
Federal Land Bank + § + 

S. D. School Fund 16.41 21.89 27.33 37.25 30.59 
s. D. Rural Credit + § + 

Mortgage Bankers 3.20 44.30 64.18  
Miscellaneous-including 

Joint Stock Land Bank 21.43 44.76 49.07 44.27 

as 

• The mortgages included here are all such as were outstanding, that is, in force dur
ing the years specified. Naturally many of them had been recorded earlier than the year 
listed. 

t Only two loans. 
t Only one loan. 
§ Only three loans. 

Land Values and Ratio of Debt to Value 

Bases of Farm Income.-While this is not an investigation into the 
factors that determine the value of land, yet the relationship between 
changing land values and the debt burden is so intimate as to warrant 
comment. Land values are presumably based on the earning power of the 
land. The earning power of farm land, in turn, is based on two general 
factors, one of which is stable and the other of which is subject to wide 
fluctuations. Under normal farming conditions the physical quantity of 
products to be expected or the yield per acre does not vary greatly when 
comparing averages of different series of years. This factor is dependent 
on climate, soil and management. The income determinant, which gives 
rise to most of the variation, is the price factor. The relative instability 
of this factor is caused by its considerable d�pendence on or origin in, · 
social and economic forces. The changes in the prices of different com
modities influence farm income by differences both in the amount of the 
changes and in the time of such price changes. Some price or cost elements 
may remain relatively con.stant while others change, as for example old 
debts and taxes in a period of rapidly falling prices of farm products. It 
is this lag or irregularity in price and cost changes that causes most of 
the trouble. The fact that certain prices and costs either change only 
slowly or else are relatively fixed makes it possible for fari:n income 
either to rise very rapidly as during the war and post-war inflation, or 
fall precipitately as in 1920 and 1921 and again from 1929 to 1933. 

Dangerous to Mortgage Land During Inflation Period.-Since land 
prices tend to equal the capitalized value of the present and prospective 
net income from the land it is understandable that the war-generated rise 
in the prices of farm pro�uc,ts, in connection with a long time trend to
ward higher land values, should have led to almost fabulously high prices 
of farm land. If no land had been purchased at these prices, or if all pur
chases had been made for cash and no mortgages had been given, little 
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tr ou bl e would ha ve been ex per ienced. The chief d iffi cul ty in this connection 
ar ose fr om the fa ct tha t the higher nominal la nd va lu es wer e u sed a s  the 
ba sis for mu ch lar ger la nd mor tga ge loa ns. E ven these lar ge far m  loa ns 
might ha ve cau sed no insur mou nta bl e  d iffi cul ty had not the pr ices of farrn 
pr odu cts d escend ed to u nex pected ly l ow levels. The r esu lting pr ed ica ment 
in which the far mer fou nd himsel f, fi gura tively between the u pper a nd 
l ower mil lstones of infla tion- inher ited high fix ed costs a nd r ock bottom 
pr ices, ca ll s a ttention to the need for gr ea ter sta bility in la nd valu es. 

La nd Valu es S hould be Ba sed on Income Dur ing Y ear s of B oth High 
a nd Low Pr ices.-I n estima ting the va lu e  of far m  la nd, ex per ience shows 
tha t one ca nnot sa fely d eter mine the va lu e by mea ns of ca pital iz ing the 
net income of a singl e year. If the sa me ra te of inter est is u sed, su ch a s  
6 per cent for exa mpl e, a net money income of $12 .00 per a cr e  wil l r esu lt 
in la nd pr ices of $200 per a cr e, a nd similar ly $3.00 net per a cr e  wil l give 
u s  a $50 la nd valu e. Cha nges in the pr ices of far m  pr odu cts ca n r ead il y  
br ing a bou t su ch flu ctua tions in the net income per a cr e. Usua lly it tak es 
mor e tha n one pr ofi ta ble year to boost la nd pr ices, bu t even thr ee or four 
year s of a bnor ma ll y high or l ow far m  income gives a n  inad equa tel y  br ief 
ex per ience on which to ba se the cal cula tion of fu tur e la nd valu es. The a v
era ge net income over a per iod of time suffi cientl y l ong to includ e both 
the infla tion a nd the d efla tion year s of the pr ice cycle should give a mu ch 
mor e r el ia ble fi gur e fr om which to compu te the ex pected fu tur e  va lu e of 
far m  la nd. Su ch a method of eva lua ting the la nd wou ld elimina te the 
pla cing of ex cessively lar ge mor tga ge loa ns in times of high pr ices, a nd 
consequ entl y wou ld a lso lar gel y obvia te the necessity for for ecl osur e a nd 
l oss of the far m  dur ing the su cceed ing per iod of d efla ted pr ices. 

N eed Pu bl ic E ffor t to S ta bil iz e E conomic Activ ity a nd Pr ices.-Bu t the 
pr ecau tionar y mea sur es a va ila bl e to the ind ividual ar e not enou gh. The 
sta te a nd ever y  lar ge pu blic a nd pr iva te institu tion shou ld be r equ ir ed to 
esta bl ish mea sur es to pr omote gr ea ter sta bility in our economic l ife. If 
the pur cha sing power of the d ollar could be ma ter ia ll y  sta bil iz ed one of 
the gr ea test hazard s would be r emoved fr om the fi eld of l ong- ter m bor
r owing a nd l end ing. 

Sal e Pr ices Per Acr e.-The a vera ge sa le pr ice of far m  la nd in the thr ee 
townships, a ccord ing to Ta ble 29 , r ose fr om $62 .10 per a cr e  in 1910 to 
$134.42 in 1920, a nd then d ecl ined to $92 .60 in 19 30. These fi gur es ar e 
ba sed on the a vera ge pr ices specifi ed in the d eed s r ecord ed dur ing the 
thr ee thr ee- year per iod s of 1908-1910, 1918 - 1920 a nd 1928 - 19 30 r espect
ivel y. Per iod s l onger tha n one year wer e sel ected in ord er to d ea l  with a 
suffi cient nu mber of sa les to a tta in a sta bl e a vera ge. While a ttempts wer e 
mad e  to d eter mine whether the sa le pr ice or consid era tion wa s pr oper ly 
r ecord ed a nd inter pr eted, ther e ar e, of cour se, possibil ities of err or. The 
exa ct pr ice ma y not ha ve been specifi ed in the d eed. S her iff' s  sal es a nd 
tra nsfer s of titl e between r ela tives wer e not consid er ed a s  sal es. The 19 30 
c ensu s r epor t  pla ces the la nd valu es in these thr ee townships a t  $112 .43. 
U nfortu na tel y, the earl ier censu s r epor ts d o  not d ea l  separa tel y with u nits 
a s  smal l a s  the township. The cha nges in cou nty valu es a s  r epor ted in the 
c ensu s, however, ar e inter esting in compar ison a nd show a mu ch higher 
pr ice infla tion in 1920, a ccord ing to Ta bl e  29 . 



42 CIRCULAR 12 SOUTH DAKOTA EXPERIMENT STATION 

TABLE 29.-Land values per acre as indicated by sales•, and by the United States census 
reports, 1910, 1920 and 1930 

Year 
Sale Price Per Acre 
in Three Townships 

1910 --------------------- $ 62.10 
1920 --------------------- 134.42 
1930 --- . ---------------- 92.60 

Census Value Per Acre 
for County 

$ 69.49t 
226.92t 
1 12.07+ 

• The sales cover those recorded during the three three-year periods of 1908-10, 1918-
20, and 1928-30. 

t Fourteenth census of the United States, 1920, Volume VI, Part I, page 660. 
+ Fifteenth census of the United States, 1930, Agriculture, Volume I, page 582. 

Ratio of Debt to Value High in 1930.-The ratio of the debt per acre to 
the sale price per acre was about 43 per cent both in 1910 and in 1920, as 
indicated in Table 30. In other words, between 1910 and 1920 the increase 
in the debt per acre recorded in Table 7 had been just about proportional 
to the increase in the sale price per acre shown in Table 29. The bad ef
fects of price fluctuations as regards consequences to the farmer usually 
come in periods of declining prices. This is indicated by Table 30 in that 
in 1930 the debt equalled 57.1 per cent of the sale value of the mortgaged 
land. A decrease in the farmer's equity in his mortgaged land naturally 
can be expected when an extended period of inflation is followed by a 
drastic deflation of farm prices and land values. The 1930 census reports 
a ratio of 47 between debts and values per acre in the three townships of 
this study. By comparison, the census ratio of debt to value for the county 
shows that the farm loans in 1920 were more conservative in proportion 
to value than in 1910, and even in 1930 the debt per acre amounted to only 
36.9 per cent of the value. Both reports indicate that the 1930 debts ab
sorbed a higher proportion of the value of the mortgaged land than was 
the case either in 1910 or in 1920. 

TABLE 30.-The ratio of debt to value of land and building per acre, 1910, 1920 and 1930 

Year 
Ratio of Debt to Sale 

Price• in Three Townships 

1910 ---------------------------- 42.4 
1920 ---------------------------- 42.6 
1930 ---------------------------- 57 . 1  

Census Ratiot o f  Debt 
to Value for County 

22.6+ 
17.3§ 
36.9# 

• Sale prices are from Table 29 and debts per acre are from Table 7, this circular. 
t The census ratio of debt to value applies only to owner operated farms. 
+ Thirteenth census of United States, 1910, Volume VII, page 551 .  
I Fourteenth census of  United States, 1920, Volume VI, Part I ,  page 677. 
ll Fifteenth census of the United States, 1930, Agriculture, Volume II, Part I, page 

1 ,193. 
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Land Purchases and Indebtedness 

Me th od of Analysis.-If th e purch ase of a f ar m  h as any bear ing on 
the indebte dness one c annot pr oper ly int er pr et th e sig nific ance of th e 
tr end of f ar m  mortg ag e  i ndebt edness u nless one k nows someth ing of the 
r elat ive volu me of sales dur ing diff er ent per iods. Tables 31 and 32 and Fig
ur e 1 7  are i nt ended t o  sh ow th e influ enc e of land purch ases on far m in
de bt edness in the thr ee t ownsh ips stu die d. I n  th e pr epar at ion of the se 
t able s  only such sales wer e c onsidere d as c ou ld be c lassifi ed as a nor mal 
sale t o  a f ar mer purch aser. For ec losure s and tr ansfer s of t it le bet ween 
re lat ive s, etc., wer e  exc lu ded fr om sales and the lands involved wer e r e
g ar ded as not sold. Th e lands wer e  c lassifi ed as sold or not only with r ef er
e nc e  t o  sale or non- sale dur ing th e part icu lar 5, 1 0, 15, or 20 year per iod 
u nder c onsider at ion. 

Re lat ive ly M oder ate Act ivit y  in Land S ale s Dur ing I nfl at ion Peri od.
Acc or ding t o  Table 31 th er e  was a gr adu al and f air ly c onst ant dec line in 
th e pr oport ion of t ot al acr eage wh ich was sold dur ing th e succe ssive fi ve
ye ar peri ods fr om 19 1 1  t o  19 30 inc lu sive. Th e amou nt dec line d fr om 23.8 
per ce nt of th e land in th e 1911 t o  19 15 per iod t o  1 2.2 per ce nt in th e 
19 26-19 30 per iod. S ale or purch ase as u sed her e r efer only t o  th e t ype of 
sale pre viou sly me nt ione d. Compar ing the t wo t en- ye ar per iods it is seen 
th at most of th e sales fe ll in th e fir st per iod, or 35.9 per c ent i n  the 191 1 -
19 20 per iod and 20.6 per c ent i n  th e 19 21 -19 30 per iod. Gener ally the 
longer th e per iod th e h igher th e perce nt ag e of land sol d. But eve n f or the 
20 - ye ar per iod 51 .8 per ce nt of all the land was not sold. 

S ol d  Land Sh owe d H igher Pr op ort ion U nder M ortg age.-Alth ough 
th e land wh ich was not sold c onst itute d th e larg er pr oport ion of all land, 
th e land th at was sold sh owed th e h igh er perce nt ag e  of land u nder mort
g ag e. By f ive- ye ar per iods th e incu mbere d pr oport ion of th e land r ose 
fr om 86.6 per ce nt at th e e nd of th e 19 11 -19 15 per iod t o  9 0.3 per c ent at 
th e end of th e 19 21 -19 25 per iod, acc or ding t o  Table 31 . The lands not sold 
i ncr eased th eir perce nt ag e  of incu mber ed acr eage dur ing the same t ime 
·fr om 27.9 per c ent t o  38.6 per c ent. Th e lands c lassed as not sold sh owed 
a pr oport ionally gr eat er i ncr ease i n  th e are a  mortg ag ed bet ween 19 20 and 
19 25 th an th e sold lands. The pr oport ional decre ase in incu mber ed ar ea 
fr om 19 25 t o  19 30 was also smaller in th e lands c lasse d as not sold. The 
re ason f or th ese diff er enc es may be f ou nd in the f act th at a r elat ively 
small pr oport ion of th e lands not sold h ad been mortg age d  by 19 20. How
ever, whe n the de pr essfo n c ame on i n  19 21 f ar m  i nc omes wer e re duce d 
and a nu mber of such f ar mer s h ad t o  borr ow on the ir land. The pr opor
t ion of the land sold was r ather small, and pre su mably the land th at was 
sold dur ing th is defl at ion per iod passed int o  fi nanc ially str onger h ands. 
mak ing it le ss nece ssary t o  mortg age mor e land. It will be not ed by Table 
31 and also i n  Figure 1 7  th at at the e nd of th e 20- year . perib d fr om 19 1 1  
t o  19 30 inc lu si ve th ere was a smaller pr oport ion of th e sold land u nder 
mo1 tg ag e th an at th e e nd of the sh orter per iods. The re ason is th at at 
th e e nd of th e long er per iod some of th e land wh ich h ad be en mortg age d  
as a r esu lt of a purch ase dur ing th e ear ly part of such per iod h ad su b
sequ ent ly bec ome free of debt. Perh aps th e most · sig nific ant part of Table 
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TABLE 31.-Comparison between lands which have not been sold and land which have been 
sold during s11ccified periods as to the percentage of each class of land under 

mortgage at the end of each period, 1 9 1 1  to 1930, inclusive 

Length of Lands Not Sold Lands Sold 
Periods Period in Per cent of Percentage Per cent of Percentage 
Covered Years All Land Mortgaged All Land Mortgaged 

191 1-191 5 5 76.2 27.9 23.8 86.6 
1916-1920 5 80.8 29.7 rn.2 88.3 
1921-1925 5 83.1 38.6 16.9 90.3 
1926-1930 5 87.8 37.7 12 .2  81 .8  

1911-1920 10 64.1 23.0 35.9 72.9 
1921-1930 10 79.4 31.6 20.6 87.1 

1911-1925 15 55.6 28.4 44.4 70.9 

1911-1930 20 51 .8 23.0 48.2 64.6 
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Fig. 17.-Comparison of lands that have been sold and lands not sold during given periods 
as to percentage of such land covered by mortgage at the end of each period, three town

ships, Turner county, South Dakota. (Based on Table 31 . )  
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31 and of Figure 17 is the evidence that the sold land shows a much high
er proportion of its total area under mortgage than the lands not sold. 
This being the case, two different areas or the same area at different per
iods cannot properly be compared as to mortgage indebtedness without 
due allowance being made for the relative proportions of the acreages 
which have changed hands through purchase in a given period. 

Influence of Land Purchases on Debt Per Acre of Incumbered Land, 
During Period of Rising Prices.-Table 32 compares the debt per acre of 
the sold land which was mortgaged, with the debt per acre of the mort
gaged land which was not sold. It must be borne in mind that sales are 
considered only such as result from a normal purchase of land by a farm
er. Also, each period is considered by itself and the lands are classified 
only on the basis of such sales during each period without reference to 
whether the land also was sold in the preceding period or not. It is evident 
that up to the end of the two first five-year periods, with rising prices, the 
debt per acre of incumbered land was increasing fast on both the sold and 
the unsold land. In 1915 the per acre debt on the unsold mortgaged land 
equaled 57 per cent of the debt per acre on the incumbered land which 
had been sold. At the end of the 1916-1920 period the comparison was as 
55 to 100. 

Comparison of Debt Per Acre on Sold and on Unsold Incumbered 
Land During Period of Falling Prices.-Beginning with 1921 a marked 
change appears in the relative trend of debt per acre on the two classes 
of land. By the end of the 1921-1925 period the unsold but mortgaged 
land had increased its debt per acre from $42.83 in 1920 to $57.96 in 1925. 
On the other hand the debt per acre on the incumbered sold land had de
clined from $77.93 to $61.77. The debt per acre was less on both classes at 
the end of the 1926-1930 period, but by far the greatest decline was re
corded in the class of sold and mortgaged land. The lands sold and mort
gaged carried $48.41 of debt per acre, while the mortgaged land which 
had not been sold during that period was incumbered for $54.26 per acre. 
These changes brought on by the deflation following 1920 may be ex
plained as follows: Even those farmers who had not purchased their 
farms during either one of the two five-year deflation periods found it 
difficult to make expenses and had to resort to borrowing. It is also pos
sible that current debts at the bank had to be converted into land loans. 
The lands that were sold during these times, on the other hand, naturally 
changed owners at a low price, which limited the loan value and tended 
to reduce the mortgage debt per acre on the mortgaged and sold land. 
Another reason, for the great increase after 1920 in the debt per acre of 
mortgaged land which had not been sold, is found in the fact that this class 
includes land which had been sold and heavily mortgaged during the in
flation years of 1916 to 1920 inclusive. Thus, it was found that of the land 
which had not been sold during the 1921-1930 period but which was mort
gaged at the end of that period, the part which had been sold during the 
1916-1920 period was incumbered for $63.25 per acre at the end of the 
1921-1930 period while other land in this class was mortgaged for only 
$48.49 per acre. Similarly, of the land which had not been sold during 
1926-1930 inclusive but which was mortgaged at the end of that period, 
that part which had been sold during 1916-1920 inclusive was mortgaged 
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for $62.05 at the end of the 1926-1930 period, while the other land was 
incumbered for $51.16 per acre. Comparisons by 5, 10, 15 and 20-year 
periods thus show a higher debt per acre on the mortgaged land which 
had been sold than on the unsold but mortgaged land. The apparent con
trary result, in Table 32, for the difficult years following 1920, however, 
appears to be due to the inclusion in the not-sold-but-mortgaged class, of 
land sold and heavily mortgaged during the inflation years up to 1920. 

TABLE 32.-Comparison between incumbered lands which have not been sold and incum
bercd land which have been sold during specified periods as to debt per acre 

in each class at the end of each period, 1911 to 1930, inclusive 

Length of Lands Not Sold Lands Sold 
Periods Period in Per Cent of Debt Per Acre of Per Cent of Debt Per Acre of 
Covered Years All Land Mortgaged Land All Land Mortgaged Land 

191 1-1915 5 76.2 $28.75 23.8 $50.37 
1916-1920 5 80.8 42.83 19.2 77.93 
1921-1925 5 83.1 57.96 1 6.9 61.77 
1926-1930 5 87.8 54.26 12.2 48.41 

1911-1920 10 64.1 37.15 35.9 68.68 
1921-1930 10 79.4 52.31 20.6 53.73 

1911-1925 15 55.6 48.25 44.4 64.67 

191 1-1930 20 51.8 47.33 48.2 55.04 

Sales Activity and Changes in Price Level Influence the Trend of 
Farm lndebtedness.-As previously mentioned these data in Tables 31 
and 32 indicate that the raw statistics of farm mortgage indebtedness 
readily may be misinterpreted unless consideration is given to such fac
tors as the relative volume of land purchases. A period of high activity 
in land sales tends to produce high mortgage indebtednes and consquent
ly two different periods or two different areas should not be compared 
without considering the relative activity in land purchases. Similarly, the 
data on the changes in the total indebtedness during the period covered 
by this study indicate that marked changes in the trend of the price level 
also must be considered when interpreting the trend of farm mortgage 
indebtedness. Radical and sustained changes in the price level may have 
unlike effects on the indebtednes trend, depending both on the direction 
of the price change and on whether the land has been purchased within 
that period or not. 
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Conclusions 

Economic Maladjustment Resulting From the War.-It is an unavoid
able conclusion from this study that farmers have suffered heavy finan
cial losses as a result of the economic maladjustment brought about by 
the World War. The war and post-war inflation of prices brought about 
mucn higher land values, stimulated land purchases at high prices, and 
expanded the acreage under mortgage as well as the indebtedness per 
acre. A further increase in the debt burden was forced on the farmers by 
the deflation following 1920. Farm incomes declined so much faster than 
farm expenses that farmers were driven to increase their farm mortgage 
debt in order to procure funds to cover operating expenses and possibly to 
relieve the local banks of short term loans. A shocking evidence of the 
farmers' economic difficulty is presented by the statistics of greatly in
creased delinquency and foreclosures subsequent to 1920. 

Some Debt Revision May be Desirable.-Since the post-war mort
gage difficulties have been brought on largely by forces beyond the con
trol of farmers it is reasonable that they should wish to secure some al
leviation of their debt burdens. In many cases it may be possible to make 
changes in the terms of the mortgage which would be mutually advan
tageous to both the mortgagee and the mortgagor. In attempting to bring 
about such revision of the loan contract the borrower's ability to pay and 
the lender's needs as well as the changes in the purchasing power of 
money should be considered. Thus while recognizing the validity of the 
existing mortgages an attempt would be made to harmonize the payments 
with the present reduced farm income. Although this may seem to shift 
some of the burden on the lender it may in reality save him from still 
greater loss. 

Precautions for the Future.-In order to avoid similar t:atastrophes 
in the future it will be necessary for farmers to exercise greater caution 
about purchasing and mortgaging land during periods of high prices. It 
is always well not to mortgage any more land than absolutely necessary 
to furnish the required security for the heeded loan. As long as the eco
nomic system is characterized by the alternating periods of high and low 
prices the assumption of heavy, long term financial obligations based on 
inflated prices is fraught with grave danger of future loss. Land values 
ought to be based on the average farm income over a period of time suf
ficiently long to include both the high priced and the low priced years. In 
addition to this the state and all influential private institutions and con
cerns should use their efforts to promote more even balance and greater 
stability in all economic affairs. For long term contracts it would be well 
to have a standard of value which would remain relatively stable in re
lation to the general price level. The benefits of these improvements 
would accrue to both borrowers and lenders, as well as to the general 
public. 

Influence of Sales Activity and of Changes .in Price Level.-Land pur
chases tend to increase the volume of indebtedness, both the acreage and 
the debt per acre, to such an extent that conclusions drawn from statis
tics of the farm mortgage trend in any area may be entirely misleading 
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unless consideration is given to the relative frequency of sales and acre
age i nvolved i n  sales. This seems essential i n  comparing different peri
ods or different regions. Attention must also be given to the trend of the 
price level and the purchasing power of farm products during a series 
of years leading up to the period of time under consideration. Accurate 
forecasts of the future farm mortgage trend cannot be made unless cog
nizance is taken of these conditioning factors. 

Need Loans of Longer Term.-The continued exi stence of a large vol
ume of farm mortgage indebtedness i ndi cates the need for loans of much 
longer term than the tradi ti onal five-year loan. It i s  i mpossible for the 
average farmer to pay off a large debt i n  as short a t ime as f ive years. 
It i s  unjust to continue to make short-term loans that force the farmer to 
go to the expense, trouble and anxiety of making a number of renewals 
before he can possibly repay the loan. Furthermore, i t  i s  not necessary. 
The change in the chief source of funds from individuals to corporate 
speciali zed lending agiencies having at their di sposal an ample supply 
of funds avai lable for continuous investment should make possible the 
placement of long term loans. This applies to first-mortgage loans. Local 
i ndividuals and agiencies can handle the juni or-mortgage loans. 

Gradual Repayment of Debt Desi rable.-Not only should the length 
of term be increased but the prevaili ng method of repayment should also 
be changed. Si nce the farmer's annual net income will enable him to re
pay only a small part of hi s farm debt each year i t  logically follows that 
his farm loan should prov ide for a parti al repayment each year. The best 
anangement would seem to be embodied in the amortization loan runni ng 
over a period of thirty years or more. Usually such loans can be paid off 
and refinanced at the end of three years or more. This would enable the 
borrower to procure his permanent loan at a time when the i nterest rate 
is low. He would then have a loan at low cost, free from renewal worries, 
and with repayment provis ions which would permi t and i nduce gradual 
and systematic reduction of the farm debt. 

Vary the Repayments According to Farm lncome.-An i mprovement 
on the standard amortization loan might be made by i ncorporating pro
visions for larger payments on the debt during years of high farm i n
come. This would reduce the burden of payments in years of reduced in
come and would consequently minimize the danger of delinquency and 
foreclosure. With the consequent greater attractiveness of the farm mort
gage as an i nvestment securi ty the interest rate would be lower. Under 
these condi ti ons of conservative borrowing and wise lending both parties 
to the farm loan should be benefited. 
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Summary 

The data for th is s tu dy h ave been pro cure d from the re cor ds in the 
offi ce of the coun ty reg is ter of dee ds. 

B y  f ive- ye ar per io ds the to tal in de bte dness in the three to wnsh ips in
cre ase d from $677,001 in 1910 to a pe ak of $1 ,9 17,2 19 in 1925, an d then 
de cline d to $1 ,559 ,777 in 1930. On an in dex bas is these ch anges are 100, 

2 83 an d 230 per cen t res pe ctive ly. 
The acre age co vere d  by mor tg age rose from 25,680 in 19 10 to 32 ,393 

in 1925 an d fe ll to 29 ,485 in 1930. The corres pon ding in dex num bers are :  
100, 126 an d 115 per cen t  res pe ct ive ly. The res pe ctive per cen tages of 
mor tg age d acre age to all lan d in f arms are :  3 7.5, 47.3 an d 43 .1 per cen t. 

The in de bte dness per acre was $26.36 in 1910, re ache d $59 .19 in 1925, 
an d de cline d to $52 .90 in 1930. 

There were no fore closures be tween 1910 an d 1920, with the ex ce ption 
of a $3 ,100 four th mor tg age. Unre deeme d fore closures in vo lve d  $79 ,588 
dur ing 1921 to 1925 in clus ive ; $93 ,654 dur ing 1926-1930 in clus ive, or re
s pe ctive ly 4.9 an d 4.5 per cen t of the to tal de bt at the beg inn ing of e ach 
per io d. The acre age los t  w as res pe ctive ly 8 an d 6.5 per cen t  of the are a  
un der mor tg age at the beg inn ing of e ach per io d. 

De lin quen cies as a per cen tage of the to tal de bt, were : 1.5 per cen t 
in 1910, 10.2 per cen t  in 1915, 9 .6 per cen t  in 1920, 13 .5 per cen t in 1925 
an d 8.6 per cen t  in 1930. F igures for the amoun t of in de bte dness an d de
lin quen cy m ay be ex agger ate d, due to f ailure of borro wers an d len ders 
to re cor d all per tinen t do cumen ts. Ho we ver, attem pts were m ade to e lim
in ate su ch errors. 

The ch ief sour ce of firs t-mor tg age fun ds h as sh if te d  from in dividu als 
to insur an ce com pan ies. Of su ch lo ans on re cor d in 1910, 52 .9 per cen t  h ad 
come from in dividu als, an d 23 .4 per cen t from insur an ce com pan ies. In 
1930 insur an ce com pan ies accoun te d for 71 .2 per cen t  an d in dividu als 
19 .0 per cen t  of all firs t-mor tg age lo ans on re cor d. 

Se con d mor tg age fun ds h ave come pre dom in an tly from in dividu als 
an d commer cial banks. Jun ior mor tg age lo ans h ave been de clin ing in im
por tan ce re lative to the vo lume of firs t-mor tg age lo ans. 

Common r ates of in teres t (no t in clu ding comm iss ions) were 5 an d 6 
per cen t in 19 10, 51h,  5 an d 6 per cen t in 191 5, 6 an d 5 1h per cen t  in 1920, 

5 per cen t in 1925 an d 51h an d 5 per cen t  in 1930. 
The pre vailing leng th of term of firs t-mor tg age loans h as been 5 

ye ars ;  se con d mor tg age terms h ave been shor ter. 
The r atio of de bt to re cor de d  s ale pr ices w as 42 .4 per cen t  in 1910, 

42 .6 per cen t  in 1920, an d 57.1 per cen t  in 1930. 
L an ds wh ich h ad been pur ch ase d sho we d  more th an twice as h igh a 

per cen tage un der mor tg age as the lan d no t so ld. Wh ile pr ices were r is
ing the in de bte dness per acre was also mu ch h igher on the mor tg age d 
lan d wh ich h ad ch ange d o wnersh ip through pur ch ase. With de clin ing 
pr ices af ter 1920 lan d s ales de cline d in vo lume an d were m ade at lo wer 
figures. As a consequen ce the so ld lan d tem por ar ily ten de d  to be mor t
g age d for sm aller amoun ts. 


	South Dakota State University
	Open PRAIRIE: Open Public Research Access Institutional Repository and Information Exchange
	4-1933

	Mortgage Loans on Farm Real Estate in Turner County, South Dakota, 1910 - 1930
	G. Lundy
	Recommended Citation


	AES C-012 (1)
	AES C-012 (2)
	AES C-012 (3)
	AES C-012 (4)
	AES C-012 (5)
	AES C-012 (6)
	AES C-012 (7)
	AES C-012 (8)
	AES C-012 (9)
	AES C-012 (10)
	AES C-012 (11)
	AES C-012 (12)
	AES C-012 (13)
	AES C-012 (14)
	AES C-012 (15)
	AES C-012 (16)
	AES C-012 (17)
	AES C-012 (18)
	AES C-012 (19)
	AES C-012 (20)
	AES C-012 (21)
	AES C-012 (22)
	AES C-012 (23)
	AES C-012 (24)
	AES C-012 (25)
	AES C-012 (26)
	AES C-012 (27)
	AES C-012 (28)
	AES C-012 (29)
	AES C-012 (30)
	AES C-012 (31)
	AES C-012 (32)
	AES C-012 (33)
	AES C-012 (34)
	AES C-012 (35)
	AES C-012 (36)
	AES C-012 (37)
	AES C-012 (38)
	AES C-012 (39)
	AES C-012 (40)
	AES C-012 (41)
	AES C-012 (42)
	AES C-012 (43)
	AES C-012 (44)
	AES C-012 (45)
	AES C-012 (46)
	AES C-012 (47)
	AES C-012 (48)
	AES C-012 (49)

