The original documents are located in Box 26, folder “1975/06/24 HR4485 Emergency
Housing Act of 1975 (vetoed) (2)” of the White House Records Office: Legislation Case
Files at the Gerald R. Ford Presidential Library.

Copyright Notice
The copyright law of the United States (Title 17, United States Code) governs the making of
photocopies or other reproductions of copyrighted material. Gerald R. Ford donated to the United
States of America his copyrights in all of his unpublished writings in National Archives collections.
Works prepared by U.S. Government employees as part of their official duties are in the public
domain. The copyrights to materials written by other individuals or organizations are presumed to
remain with them. If you think any of the information displayed in the PDF is subject to a valid
copyright claim, please contact the Gerald R. Ford Presidential Library.

Exact duplicates within this folder were not digitized.



Digitized from Box 26 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library






3 MASTEN -
3. To protect home-owners against foreclosure, I witd
commend the efforts of the sponsors of )
= Aleglslatlon recently introduced in the
Congress that would confer standby authority on
the Secretary of Housing and Urban Development to make
mortgage payment relief loans or
Ate co-insure lenders who refrain from foreclosing
on home-owners who are temporarily out of work.
We want to preserve the good relationship between
or other institution
the home~owner and the banﬁAwhich holds his
mortgage -- and at the same time provide some

fiscal protection to the lender who assists a

home-owner,

pe]

While there continue to be many problems in the housing
industry, and while there is far too much unemployment among
housing consﬁruction workers, there are clear signs of recovery
inkthis vital part of the American econoﬁy.

During the current calendar vear, funds needed for mortgage
loans have been flowing into savings institutions at record
levels -~ $19.7 billion net during the first five months of
this year alone, nearly quadruple the level of the same period
last year. With this flow of funds, interest rates have fallen
substantially from'their peaks of last summer.

Meanwhile, the government has been providing unprecedented
support to the housing industry. Since last October, the
Government National Mortgage Association has committed to
purchase nearly $9 billion in conventional, FHA and VA mort-
gages with interest rates down to 7-3/4 percent. And this
March, a tax credit for unsold new homes was enacted into law.

There are now strong indications that new home construction
and sales are responding to these actions. New home sales in-
creased 25 percent in April, the largest increase in 12 years.
Home building permits climbed 24 percent in April énd an
additional 9 percent in May. Also in May, housing starts --

which represent not only new homes but new jobs =~- rose sharply.
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These favorable trends, however, do not mean that we
have overcome our problem in housing. To the éontrary, the
level of home construction is still téo low, and'I fully
agree with those who believe that a swift recovery in housing
is a prime objective of national econgmic policy. |

We must accelerate the improvement in’ﬂousing that now
appears to be coming about. | |

My action today to commit $2 billion for mortgage purchase
assistance under the Emergency Home Purchase Assistance Act of
1974 will exhaust the current authorization under that Act.

In proposing that this Act be extended, broadened to multi-
family housing, andyexpanded by $7.75 billion, I am affirming
that we have a tried and tested mechanism for supplementing
and reinforcing housing construction.

Unfortunately, while H.R. 4485 does contain the.multi-
family amendment I have recommended,tit fails to extend the
current law, increase its authorization or effect ang,other‘

) improvements. Worse, it would authorize a variety of new»aﬂd
untried subsidies, including provisions for mortgages with
mandated 6 and 7 percent interest rates'and'$l,000 ddwn~paYment
grants. Since there appears to have been no consensus in
favor of any one of these new subsidies, the bil;fadopts all
of them in the hope that something will work. |

The full implementation of these new subsidies, together
with other provisions of the bill, woﬁld add a@@#gggg;taﬁg.sl
billion to the fiscal 1976 deficit and ultimately cost appremi= MO(E

’%MGX1 mately $2 billion. An addition to the budget of this magnitude
to benefit a few home~bﬁyers;is(inequitable as well as costly.

I+ is most important to housing that we maintain a firm
line against ill-considered spending that adds to the growing.
deficit and necessitates Fsderal government borrowing which
tends to drive up interest rates and dep:ess housing construction.
I believe that budgetary restraint is a key element in our effort
to instill the kind of consumzr confidence in the future that is

essential to a vigorous housing market.
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Proponents of H.R. 4485 have argued that the budgetary

o

)

costs of this bill would be outweighed by stimulating an
upturn in housing starts, jobs and tax revenues. But critical
defects in the bill concerning its relative cost, impact,
timing and long-term implications will prevent it from
achieving these objectives.

'First, the levels of subsidy provided are excessively

deep and costly. Under H.R. 4485, mortgages would be heavily

subsidized so that they could bear lower interest rates than
any previously -available to other home-owners during the last
ten years. These deep subsidies would require substantial
Federal ocutlays. Moreover, experience dembnstrates that a
strong and healthy housing industry can be maintained with-
aut the deep subsidies contained in this bill.

Second, the bill would not work as intended even if

it could be immediately implemented. Although supporters of

H.R. 4485 have claimed that it would produce hundreds of
thousands of additional housing units, evaluation by HUD

and OMB does not suggest that the bill would have any impact

0f this magnitude or that the units produced would necessarily

be additional to those that would be produced in the absence
of such large subsidies. Those ﬁost likely to be influenced
to buy under the bill would be families near the top of the
eligibility range. These same families would be most apt to
buy even without subsidy assistance on the scale proposed.

Third, because the bill could not be immediately

implemented, it would actually impede an early recovery in

housing starts. The subsidies which would be authorizad in-

clude new approaches that have never been tried before. To

. make this assistance available, it would not only be necessary

to secure appropriations and write regulations, but also to
prepare a variety of new forms, establish procedures and

familiarize government, lender and builder personnel throughout
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the country with them. Even given top priority, months could

6

be required before implementation is completed. Thus, H.R. 4485 --
far from helping during the coming months -- would actually

inhibit home puichases among those eligible for assistance,

since these families would understandably want to‘wait‘ﬁntil

the subsidies become available. | |

.-

Peurth, the bill has long-term impacts and implications

that are inappropriate and undesirable for an "emergency".

]

m&asure. One of the subsidy options included in the bill
would require home-owners with 6 percent interest rate mort-
gages to make increasing monthly payments in the future, up
to the full payments that would be required at current market
interest rates. I believe there will almost certainly be in~.
tense pressures for relief against these phase—ﬁp érovisibné
inAyeari‘tO come ~-- and thus for a continuatibn ofktﬁe deép_;,,f
subsi&ies this'option involves. Moreover,,eveh if this
‘approach works as intended, it would requ}ié'suﬁsiantial
government outlays in future years when the econoﬁy.méy be
operating at full capacity witb inflationéry forces at‘or
approaching their peaks.

*

Fifth, the subsidy provisions of H.R, 4485 pose

substantial problems of eguity among those who would and would

not be eligible for the relatively large subsidies providea.k

As the bill is written, substantial subsidies would be mads

available to families within a given income group. Other
families with similar or even less income would receive no
subsidy at all and would be expected to pay full market rate
mortgages. These discréyancies Qould be very sharp and hard
to justify. 1In some areas, it would permit families with
incomes well over $25,000 to gualify while, in other areas,
families with incomes as low as $6,000 would be ineligible.

Sixth, H,R. 4485 would maks a number of undesirable

changes in our housing and community development laws. For

example, the bill would extend the homeownership program
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authorized under Section 235 of the National Housing Act,
It would also extend and expand the program of subsidized
govarnment rehabilitation loans authorized under éection
312 of the Housing Act of 1964. These provisions wouid
reverse decisions the CongressAfEsélf enacted last year
after one of the most extensive reviews of Federal housing
policy ever conducted. Also objectionable are the pro-
visions which would divert funds from the new leased
housing program, and establish special rules for certain‘
State agency housing projects assisted under Section 236
of the National Housing Act.

is too limited
Finally, the foreclosure provision of H.R. 4485Aw9&b&

in ltS mechanlsm for prov1d1ng rellef

This provision reflects the concern thét mortgage foteclosures
may soar during the recession. To date, no such trend has
develdﬁéd because private lenders have ?aen cooperating with |
home-owners through forebearance and common sénée arrangeménts.
In fact, foreciosures rates have remained'siable -- actually,

at a level lower than that experienced during,tﬁe‘miaélgﬁes.

=~Nongtheless, I can appreciate the desire -of Cong

>

enact legisiation s: e—T€gislation which would !

confer afidby authe y Om—sha Secretary of Housing ami~Vrba
BeyeiGpment to co-insure lenders who uithhglﬂ_fgxgc&e&aregf%f

Goed housing is one of our greatest national assets, an

our objective was and is to assist in the recovery of the-
housing construction ipdustry and to help get the building
trades workers back tc their productive‘and meaningful skills.

T shall be glad to work with the Congress toward this objective.

//» Nonetheiégg, I can appreciate the éesire.of Congress to
f' - enact legislation, and I will support legislation which
would protect home-owners from loss of their homes due to
; temporary economic hardship and which recognizes the
i \provisions of such relief is both a matter of concern for

the federal government and the depository institutions

Rr
ggjother mortgagep involved.








































THE WHITE HOUSE

WASHINGTON

June 21, 1975

MEMORANDUM FOR JUDY JOHNSTON
FROM TOD BWN
SUBJECT COVER MEMO TO THE PRESIDENT

ON VETO OF EMERGENCY HOUSING
ACT OF 1975

In the cover memo, Mr. Cannon should indicate:

Per your request, Secretary Hills has discussed
and cleared the content and thrust of this
message with Congressman Garry Brown.
Congressman Brown has been working closely
with Congressman Ashley in an effort to

sustain your veto.




TO THE HGUSE OF REPRESENTATIVES

I return herewith, without my approval, H.R. 4485,
the Emergency Housing Act of 1975.

I can understand the Congress' desire to speed up
the recovery in new home construction which is now
underway. No other sector of the economy has suffered
more than housing in recent years, and I am in complete
agreement with the Congress that a swift recovery should be
a prime objective of national economic policy.

The slump in housing, however, should not cause us
to abandon good judgment and create a host of expensive
and inequitable new programs in the hope that "something will
work." Neither the Nation's taxpayers nor those families
who depend on the housing industry for their well-being
can afford mere gestures of concern for housing that ignore
the real constraints on a more rapid housing recovery.

In my judgment, H.R. 4485 amounts to such a gesture.
This bill is far more likely to hinder than help in our
efforts to achieve a sound housing recovery and to deal
effectively with our overall economic problems.

With funds continuing to flow into savings institutions
at a record rate and with mortgage interest rates declining,
the primary obstacle to a more rapid housing recovery is
consumer uncertainty. Families must regain confidence in
their own and the economy's future in order to be willing
to make the kind of long-term commitment that a new home
purchase requires. Many Members of Congress recognize this

fact, as the debate on H.R. 4485 makes clear.
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The Administration's economic policies are aimed at
restoring consumer confidence as well as assuring that
mortgage money will be in plentiful supply when consumers
are ready to buy. We can only restore confidence by getting
the economy moving forward again in a way that does not lay
the foundation for a new round of double-digit inflation.
And an adequate supply of mortgage money requires that we
control the Federal deficit so as to avoid redirecting funds
from housing to the U.S. Treasury.

The sharp increase in new home sales during the last
several months, along with the significant increase in
housing starts reported last week, clearly indicate that
these policies are working.

What would the housing stimulus provisions of
Title I of H.R. 4485 do? They would:

° duplicate authority already on the books to

subsidize mortgage interest rates

° provide Federal subsidies to a small number
of families, most of whom could--and probably
would--purchase homes without Federal

assistance

° saddle the rest of the Nation's taxpayers with the
cost of these subsidies, which in some cases will
continue for six years--long after the housing

slump is over

° add over $700 million to the 1976 budget deficit.
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Rather than speed up the housing recovery, Title I
of H.R. 4485 is likely to slow it down. Were I to sign
this bill, it would be months before the new programs could
be implemented. First, HUD would have to secure appro-
priations, draft regulations, devise forms, establish
procedures, and train staff. In the meantime, families
éhat otherwise would be in the housing market would delay
new home purchases to take advantage of the subsidies
provided in the bill. By the time these programs have
any impact, the housing recovery will be in high gear and
the stimulus will add to the inflationary pressures which
have plagued housing in the past.

None of the measures contained in Title I of H.R. 4485
addresses the problem of consumer uncertainty. In fact,
to the extent bills such as this one raise doubts about
the Federal Government's ability to control spending and
limit inflation, consumer confidence will suffer and the
housing recovery will be further retarded.

The Title I housing stimulus provisions of H.R. 4485
are referred to by the Congress as the "Emergency Middle
Income Housing Act." I can assure you they will not be
viewed this way by the vast majority of middle income
families. The tax dollars of these families--as well aé
lower income families--will be used to subsidize 400,000
fortunate families, many of whom earn more than the median
income, with some making as much as $27,000 a year!:

Title II of H.R. 4485, estimated to cost as much as
$250 million in fiscal year 1976, is aimed at helping
families keep their homes when their incomes fall as a

result of the recession.
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Past experience indicates that foreclosures will not be
widespread--that lenders will be patient with those families
who in the past have demonstrated their credit worthiness,
but who have suffered a drop in income through no fault
of their own. Moreover, the Federal Government has a number
of tools to deal with a widespread foreclosure problem
should one develop.

However, I am willing to accept additional authority
on a standby basis to supplement these tools--and the
normal tendencies of lenders to forbear--provided the new
authorities are well designed and can be implemented with
equity to homebuyers and taxpayers alike.

While the homeowner relief sections of H.R. 4485
contain many attractive features, they also contain some
serious deficiencies. Foremost among these is the require-
ment that HUD operate a small loan program to assist home-
owners who are behind in their mortgage payments. The
admipistrative burden of such a federally-run program would
be immense, and could hamper the effectiveness of Federal
aid.

I am confident that these problems can be corrected
without in any way weakening the effectiveness of homeowner
relief contemplated by the Congress. Consequently, I
have directed Secretary Hills to work with the Congress to
improve the homeowner relief provisions included in
H.R. 4485. I have also asked the heads of the financial
regulatory institutions to share with us their expertise

regarding the problem of mortgage delinquencies.
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Finally, I object to H.R. 4485's extension of two
housing programs--Section 312 Rehabilitation Loans and
Section 235 Homeownership Assistance--which the Congress
itself agreed to phase out only last year. The Act phasing
out these programs followed one of the most extensive
reviews of Federal housing programs ever conducted. Nothing
has happened in the interim to warrant the continuation of
either program.

For these reasons, and because of the $1 billion in
Federal outlays which the bill would lead to in fiscal

year 1976, I must return H.R. 4485 without my signature.

THE WHITE HOUSE

June , 1975












4

these favorable trends, however, do not mean that we
have overcome our problem in housing. To the contrary, the
level of home construction is still too low, and I fully
agree with those who believe‘that a swift recovery‘invhousing
is a prime objective of national economic policy.

We must accelerate the improvement in housing that now
appears to be coming about.

My action today to commit $2 billion for mortgage purchase
assistance under the Eﬁergency Héﬁe Purchase Assistance Act of
1974 will exhaust the current authorization under that Act.

In proposing that thiS.ACt bé extended, bfoadened to multi-
family housing, and expanded by $7.75 billion, I am affirming
that weAhave a tried and tested mechanism‘for\supplementing
and reinforcing housing construction. |

Unfortunately, while H.R. 4485 does contain the multi-
family amendment I have recommended, it fails to extend the
current law, increase its authorization or effect any other
improvements. Woxrse, it would authorize a variety of new and
untried subsidies, including provisions for mortgages with
mandated 6 and 7 percent interest rates and $1,000 down-payment
grants. Since there appears to have been no consensus in

favor of any one of these new subsidies, the bill adopts all

of them in the hope that something will work. ;
. —_— | s

The full implementation of these new subsidies, together\e

“ . S,

with other provisions of the bill, would add approximately $1
, o ,

billion to the fiscal 1976 deficit and ultimately costVapproxi~
mately $2 billion. An addition to*the budget of this magnitude
to benefit a few home-buyers is inequitable as well as costly.

It is most important to housing tha? we maintain a firm
line against ill-considered spcndinﬁ)that adds to the growing
deficit and necessitates Fedcral.govcrhmunt borrowing which
tends to drive up interest rates and depress ﬁonsing‘cgnstructiou.

I believe that budgctary reostraint is k’koy element in ouc effort

to instill the kind of consumer confidence in the future that is

~essential to a vigorous housing markot.,

-
-
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Proponents of H.R. 4485 have arguced that the budgetary
costs of this bill would be outweighed by stimuiating an
upturn in housing starts, jobs and tax revenues. But critical
defects in the bill concerning its relative cost, impact;
timing and long-term iﬁplications will prevent it from
achieving these objectives.

First, the levels of subsidy provided are excessively

deep and costly. Under H.R. 4485, mortgages would be heavily

subsidized so that the? could bear lower interest rates than
any preyiously-available to other hom=-owners during the last-
ten years. These &eep'subsidies would require substantial
Federal outlays. Horeover, experience demonstrates that a
strong and healthy housing industry can be maintained with-
out the deep subsidies contained in this bill.

Second, the bill would not work as intended even if

it could be immediately implemesnted. Although supporters of
H.R. 4485 have claimed that it would produce hundreds of
thousands of additional housing units, Qvaluation by BUD

and OMB does not suggest that the bill would'have any impact
of this magnitude or that the units produced would necessarily
' be additional to those that would be produced in’the absencé
of such large subsidies. Those most likely to be influenced
to buy undervthe bill would be famiiies near the top of the’
eligibility.éange:, These same famiiies would be most apt t

*x

Third, becausc the bill could not be immediately

inplemented, it would actually impede an early recovery in

housing starts. The subsidies which would be authorized in-

clude new approaches that have never begen tried before. Yo
make this assistance available, it vould not only be nccessary
to secure appropriations and write rcguiations, but also to
prepare a variety of new forms, establish procedurcs and

familiarize government, lender and builder personnel throughout
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the country with them. Even given top priority, months could
be required before implementation is completed. Thus, H.R. 4485 -~
far f£rom helping durinq_thc coming months -- would actually
inhibit home purchases among those eligible for aséistanéé,
since these familics would understandably want to wait until
the subsidies become available.

Fourth, the bill has long-term impacts and implications

that are inaporopriate and undesirable for an Yemergency"
¢ Y

measure. One of the subsidy options included in the bill
would require, home-owners with 6‘percent interest rate mort-
gages to ﬁake increa§ing monthly payments in the future, up
to the full payments tﬁat would be required at current market
interest rates. 1 believe there will almost certainly be in-
tense pressures for relief against these Qhase~up provisions
in yearé'to come =-- and thus for a continuation of the deep
subsidies this option involves. Moreover, even if this
approach works as intended, it would requiré substantial

-
. ~7 Y0R
government outlays in future years when the economy may he , -* 0

(/
C o
operating at full capacity with inflationary forces at or - E
. ’ h

approaching their peaks. ‘ ?u

Fifth, the subsidy provisions of H.R. 4485 pose

substantial problems of eguity among those who would and would

not be eligible for the relatively large subsidies provided.

As the’bill’is'written, substantial subsidies would be made

available to families within a given income group. Other

s

families with similar o? even less income would receive no
subsidy at all and would be expectéd tokpay full market rate
mortgages. These discrepancies would be very sharp and hard
to justify. In some areas, it would permit families with
incomes well over $25,000 to qualifyywhile, in other arcas,
families with incomes as low as $6,000 would b ineligibile.

Sixth, H.R. 4485 would nmake n nunber of undesiirable
’ o e e 28 L e e s ————. -

changes in our housing and community development laws., For

i 0

example, the bill would extend the homcownership program
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These favorable trends, however, doﬁﬁpt mcan that we
have overcome our problem in housing. 'éL-the contrary, the
level of home construction is still too-low, and I fully s
agree with those who believe that a swift reéovery in‘housing ~
is a prime objective of national economic policf.

15

We must accelerate the improvement in housing thaeanow
eppeass~to.dse coming about.

My action today to commit $2 billion for mortgage purchase
assistance under the Emergency Hdﬁe Purchase Assistance Act of
1974 will exhaust the current authorization under that Act.

In proposing that this Act be extended,’brﬁadened to multi-
family housing, andlexpanded by $7.75 billiop, I am affirming
that we have a tried and tested mechanism for supplementing

i

and reinforcing housing construction.

current law, increase its authorization or effect any other
improvements. Worse, it would authorize a variety of new and
untried subsidies, including provisions for mortgages with
mandated 6 and 7 percent interest rates and $1,000 down-payment
grants. Since there appears to héve been no consensus in |
favor of any ohe of these new subsidies, the bill adopts all

of them in the hope that something will work. }

The fuil implementation of these new subsidies, together
with other.provisions of the bill; would add apgéééﬁgg%eﬁqhsl
billion to the flscal 1976 def101t and ultimately cost aﬁ?ﬁkﬁgi
qnszgéy $2 billion. An addition to the budget of this magnltude
to benefit a few home-buyers is inequitable as well as costly.

It is most important to housing that we maintain a firm
"line against ill-considered spending that adds to the growing
¥deficit and necessitates Federal government borrowing which

1;tends to drive up interest rates and depress housing construction.

gI believe that budgetary rostraint 1s awk lement in our effort

i

',.‘,...»-

e to instill the klndfof‘conuumcr COnflﬁDﬂC& x the future that is

I
gessentlal to a vigorous housing market.
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the country with them. Even given tdp priority, months could-
be required before implementation is completed. Thus, H.R. 4485 --
far from helping during the coming months -- would actually  _,
inhibit home purchases among those eligible for assistance,
since these families would undérstandably want to wait until

the subsidies become available.

Fourth, the bill has long-term impacts and implications

that are inappropriate and undesirable for an "emergency"

measure. One of the subsidy options included in the bill
would require home-owners with 6'percent_interest rate mort-
gages to make increasing monthly payments‘in the future, up
to the full payments that would be required at current market
intereét rates. I believe there will almost.certainly be in-
tense pressures for refief against these phase-up provisions
in years to come -- and thus for a continuation of the deep

subsidies this option involves. Moreover, even if this

-approach works as intended, it would require substantiag?'
government outlays in future years when the economy mayfbe
operating at full capacity with inflationary forces at or .
approaching their peaks.

Fifth, the subsidy provisions'of H.R. 4485 pose

substantial problems of equity among those who would and would

not be eligible for the relatively large subsidies provided.
As the bill is written, substantial sﬁbsidies would be made
available to families within a given income dgroup. Other
families with similar or even less income would recei?e no
subsidy at all and would be eXpected to pay full market rate
mortgages. These discrepancies would be very sharp and hard
to justify. In some areas, it would permit families with
incomes well over $25,000 to qualify while, in other areas,
families with incomes as low as $6,000 would be ineligible.

Sixth, H.R. 4485 would make a number of undcsirable

changes in our housing and community development laws, For

example, the bill Gould extend the hdmcownership program
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these favorable trends, however, do not mean that we
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have overcome our problem in housing. To the contrary, the ‘
level of home construction is still too low, and I fully
agree with those who believe that a swift recovery in housing
is a prime objective of national econcomic policy.

We must accelerate the improvement in housing that now
appears to be coming about.

My action today to commit $2 billion for mortgage purchase
assistance under the Eﬁergency HSﬁe Purchase Assistance Act of
1974 will exhaust the current authorizatipn under that Act.
In proposing that this.Act bé extende@, bfoadeneﬁ to multi-
family housing, andAexpanded by $7.75 billioh,,I am affirming
that we have a tried and tested mechanism for supplementing
and reinforcing housing construction.

Unfortunately, while H.R. 4485 does contain the multi-
family amendment I have recommended, it fails to extend the
current law, increase its authorization or effect any other
improvements. Worse, it would authorize a variety of new and
untried subsidies, including provisions for mortgages with
mandated 6 and 7 percent interest rates and $1,000 down-payment
grants. Since there appears to have been no consensus in
favor of any one of these new subsidies, the bill adopts all
of them in the hope that something will work.

The fuii implementation of thesé new subsidies, together
with other provisions of the bill, would add approximatelyﬂsl

billion to the fiscal 1976 deficit and ultimately cost.approxi

mately $2 billion. An addition to the budget of this magnitude
to benefit a few home~buyers is inequitable as well as costly.
It is most important to housing that we maintain a firm
line against ill-considered spending that adds to the growing
deficit and necessitates Federal'govcrnment borrowing which
tends to drive up interest rates and depress housihg construction.

I believe that budgetary restraint is o key element in our ceffort

to instill the kind of consumer confidence in the future that is

cussential to a vigorous housing markeot.,

-
'y
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Proponents of H.R. 4485 have argued that the budgctary
costs of this bill would be outweighed by stimulating an
upturn in housing starts, jobs and tax revenues. But critical
defects in the bill concerning its relative cost, impact,<
timing and long-term implications will prevent it from
achieving these objectives,.

First, the levels of subsidy provided are excessively

deep and costly. Under H.R. 4485, mortgages would be heavily

subsidized so that they could bear lower interest rates than
any preyiously‘a§ailable to other home-owners during the last
ten years. These deepAsubsidies would require substantial
Federal outlays. Moreover, experience demonstrates that a
strong and healthy housing industry can be maintained with-
out the deep subsidies contained in this bill.

Second, the bill would not work as intended even if

it could be immediately implemented. Although supporters of

H.R. 4485 have claimed that it would pfoduce hundreds of
thousands of additional housing units, gvaluation by HUD

and OMB does not suggest that the bill would have any impact
of this magnitude or that the units produced would necessarily
be additional to those that would be produced in the absence
of such large subsidies. Those most likely to be influenced
to buy under the bill would be families near the top of the

eligibility iange.A These same families would be most apt to%-

buy even without subsidy assistance on the scale proposed. |

Third, because the bill could not be immcdiately ~.

implemented, it would actually impede an early recovery in

housing starts. The subsidies which would be authorized in-
clude new approaches that have never been triced bhefore. To
make this assistance available, it would not only be nccessary
to securc appropriations and write rcguiations, but also to
prepare a variety of new forms, establish procedures and

familiarize government, lender and builder personnel throughout
o vt
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the country with them. Even given top priority,'months could
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be required before implementation is completed. Thus, H.R., 4485 -~
far from helping during the coming months -- would actually

inhibit home purchases among those eligible for assistance,

since these familics wbuld understandably want to wait until

the subsidies become available.

Fourth, the bhill has long-term impacts and implications

that are inappropriate and undesirable for an "emergency"”

measure. One of the subsidy options included in the bill
would require home-owners with 6 percent interest rate mort-
v'gages to ﬁake increa;ing monthly payments in the future, up
to the full payments that would be reguired at current market
interest rates. I believe there will almost cerﬁainly be in-
tense pressures for relief against these phase-up provisions
in yearé'to come -- and thus for a continuation of the deep
subsidies this option involves. Moreover, even if this
approach works as intended, it would require substantial
government outlays in future years when the economy may be
operating at full capacity with inflationary forces at or
épproaching their peaks.

Fifth, the subsidy provisions of H.R. 4485 pose

substantial problems of eguity among those who would and would

not be eligible for the relatively large subsidies provided.

As the bill is written, substantial subsidies would be madec
available to families within a given income group. Other
families with similar or even less income would receive no
subsidy at all and would be expected to pay full market rate
mortgages. These discrepancics would be very sharp and hard
to justify. In somc areas, it would permit families with
incomes wecll over $25,000 to qualify while, in other arcas,
families with incomes as low as $6,000 would be ineligible.

Sixth, I.R. 4485 would make a number of undesirable

changes in_our housing and community dovelopment laws.  For

b '» '«

example, the bill would extend the howmcownership program
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These favorable trends, however, do not mean that we
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have overcome our problem in housing. To the contrary, the
level of home construction is still too low, and I fully
agree with those who believe that a swift recovery in housing
is a prime objective of national economic policy.

We must accelerate the improvement in housing that now
aépears to be coming about.

My action today to commit $2 billion for mortgage purchase
assigtaﬁce under the Emergency Héﬁe Purchase Assistance Act of
1974 will exhaust the current authorization under that Act.

In proposing that this Act be extended, broadened to multi-
family housing, and.exganded by $7.75 billion, I am affirming
that we have a tried and tested mechanism for supplémenting
and reinforcing‘housing construction.

Unfortunately, while H.R. 4485 does contain the multi-
family amendment I have recommended, it fails to extend the
current law, increase its authorization or effect any other
improvements. Worse, it would authorize a variety of new and
untried subsidies, including provisions for mortgages with
mandated 6 and 7 percent interest rates and $1,000 down-payment
grants. Since there appears to have been no consensus in
favor of any one of these new subsidies, the bill adopts all
of them in the hope that something will work.

The full implementation of these new subsidies, together

with other provisions of the bill, would add approximately $l
billion to the fiscal 1976 deficit and ultimately cost approxi-
mately $2 billion. An addition t§ the budget of this magnitude
to benefit a few home-buyers is inequitable as well as costly.

It is most important to housing that we maintain a firm
line against ill-considered spending that adds to the growing
deficit and necessitates Federal goverﬁment borrowing which
tends to drive up interest rates and depress housing construction.
I believe that budgetary restraint 1s a key element 1n our effort
to instill the klnd of consumer confmdence in the future that is

essential to a vigorous housing market.

-



5 &

Proponents of H.R. 4485 have argued that the budgetary
costs of this bill would be outweighed by stimulating an
upturn in housing starts,'jobs and tax revenues. But critical
defects in the bill concerning its relative cost, impact,
timing and long-term implications will prevent it from
achieving these objectives.

First, the levels of subsidy provided are excessively

deep and costly. Under H.R. 4485, mortgages would be heavily

subsidiéed so that they could bear lower interest rates than
any previously -available to other home-owners during the last
ten years. These deep subsidies would require substantial
Federal outlays. Moreover, experience demonstrates that a
strong and healthy housing industry can be maintained with-
out the deep subsidies contained in this bill.

Second, the bill would not work as intended even if

it could be immediately implemented. Although supporters of

H.R. 4485 have claimed that it would produce hundreds of
thousands of additional housing units, evaluation by HUD

and OMB does not suggest that the bill would have any impact
of this magnitude or that the units produced would necessarily
be additional to those that would be produced in the absence
of such large subsidies. Those most likely to be influenced

to buy under the bill would be families near the top of the

Third, because the bill could not be immediately

implemented, it would actually impede an early recovery in

housing starts. The subsidies which would be authorized in-
clude new approaches that have never been tried before. To‘
make this assistance available, it would not only be necessary
to secure appropriations and write regﬁlations, but also to
prepare a variety of new forms, establish procedures and

’t

familiarize government, lender and builder personnel throughout
waber
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the country with them. Even given top priority, months could
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be required before implementation is completed. Thus, H.R. 4485 --
far from helping during the coming months -- would actually

inhibit home purchases among those eligible for assistance,

since these families would understandably want to wait until

the subsidies become available.

‘Fourth, the bill has long-term impacts and implications

that are inappropriate and undesirable for an "emergency"
measure. One of the subsidy options included in the bill

would require home-owners with 6‘percent interest rate mort-

to the full payments that would be required at current market
i interest rates. I believe there will almost certainly be in-
{tense pressures for relief against these phase-up provisions

in years to come -- and thus for a continuation of the deep

% subsidies this option involves. Moreover, even if this
;apprdach works as intended, it would require substantial
government outlays in future years when the economy may be
operating at full capacity with inflationary forces at or
approaching their peaks.

Fifth, the subsidy provisions of H.R. 4485 pose

substantial problems of eguity among those who would and would

not be eligible for the relatively large subsidies provided.

As the bill is written, substantial subsidies would be made

available to families within a given income group. Other

families with similar or even less income would receive no
subsidy at all and would be expected to pay full market rate
mortgages. These discrepancies would be very sharp and hard
to justify. In some areas, it would permit families with
z .
inconmes well over $25,00g/zo qualify while, in other areas,
Pl
fami}ics with incomes as low as $6,000 would be ineligible.

Sixtﬁ;;H.R. 4485 would make a number of undesirable

changes in our housing and community development laws, For

example, the bill would extend the hdmeowncrship program
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authorized under Section 235 of the National Housing Act.
It would also extend and expand the program of subsidized
government rehabilitation loans authorized under Section
312 of the Housing Act of 1964. These provisions would
reverse decisions the éongress itself enacted last year
after one of the most extensive reviews of Federal housing
' pblicy ever conducted. Also objectionable are the pro-
visions which would divert funds from the new leased
housihg program, and establish special rules for certain
State agency housing projects assisted under Section 236
of the National Housing Act.

Y “///%inally, the foreclosure provision of H.R. 4485 would

T\@lmost certainly cause more foreclosureg#Tthan iWPprevented.
|

Th¥dg provision reflects the concer hat mortgage foreclosures
‘;‘"&os—w
may sodx_during the recession.To date, no such trend hd@

i

»{ home-owners throudh fofebearance and common sense arrangements.

In fact, foreclosyfes rét*~‘have remained stable -- actually,

enact lgfjislation, and I will support legislation which would

confghr standby authority on the Secretary of Housing and Urban

Ne b = as - g ol ey 53§ 1O NN MO A =IO N O] L8N 4y e
Good hoﬁsing is one of our greatest national assets, and
our objective was and is to assist in the recovery of the
housing construction industry and to help get the building
trades workers back to their proddctive and meaningful skills.

I shall be glad to work with the Congress toward this objective.

THE WHITE HOUSE, o
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