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LEAGUE OF SAVI 'GS ASSOCIATIONS, STATL R

ILTO t HOTEL . 11 A. ···, TUESDAY , FE RUARY 5, 

1974 

I A,~ V RY PLEASED TO BE I TH YOU TH IS 

~OR 'ING . YOUR I VITATION DOES ..... HO 'OR . 

HAVE LOG RECOGNIZED THE l 1PORTA C _ 

OF YOUR LEADERSHIP I' OUSI, G Fl 'A • AS 

THE PRI ~ARY LE DERS OF CONV NTIO AL ~ORTGAG 

FUNDS, THE SAVI GS A D LOAN INSTITUTIO S 
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PERFOR ~A VITAL ROLE I OUR ECO '0 Y. I 
VIVIDLY RECALL FRO~ Y YEARS I nONGRESS 
THE MANY INSTANCES IN ~HICH THE LEAGUE OF 
SAVINGS ASSOCIATIONS OFFERED VALUA LE 
EXPERTISE IN REFINING AND 3ROADE ING HOUSING 
LAWS TO ~EET TH NEEDS OF OUR COUNTRY . I 
AM A~ARE OF THE I PACT OF INFLATIONARY 
PRESSURES ON YOUR I 'DUSTRY --- A 0 ON THE 
MILLIONS OF A .ERICANS 0 ANT TO 0 TAIN 
.. ORTGAGES FROM YOU SO THEY CA . UY HOMES . 
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YOU ARE ERE 0 VERY SERIOUS BUSINESS . 

LET US ADJRESS OURSELVES TO THE I 'TERRELATED 

PRO L ~S OF HOUSING A D I 'FLATION . 
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WE SEEK TO LI ,~IT UNE .~PLOY ENT BY 

AVOIDING A DO NTURN. IF THE OO~NTURN IS 
LESS , THE RATE OF RECOVERY WILL BE GREATER. 
E HAVE FLEXIBLE PLANS TO FIGHT BOTH 

RE ESSION A!D INFLATION. 

LET E SAY FRANKLY THAT ~E ARE 
ilNDFUL OF THE RAPID INCR ASE IN THE PRICE 

INDEX EXP CTED OURING THE FIRST HALF OF 
THIS YEAR. PRICE RISES ATTRI UTABLE TO THE 
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N RGY CRUNCH, ·,Al 'LY T E Pc.TROL_U11 SITUATIO ', 

AR ORKING THEIR AY THROUGH THE ~co O~Y , 

AND TH RE ARE PA I NFUL INCREASES I 1 FO 0 
PRIC~s , ESP CIALLY IN THE AR A OF ~EAT AND 
LIVESTOCK . 

TO ACHIEVE A VI ASL ORTGAGE . • ARKET , 

PROGR .SS ·UST B .ADE IN RE UCING INFLATION . 



- 6 -

INT-REST RATES UST BE ITHIN REACH OF 
PEOPLE HO WANT TO BUY HOUSES , BUT RATES UST 
ALSO COVcR THE LOSS OF PURCHASING POWER OF THE 
LENDER . THE PREE E 'TERPR I SE SYSTE I Is NOT 
BASED ON RATES OF LOSS UT 0 RATES OF 
REASONA LE PROFIT . ~ 

.i. 

_y 
THERE HAS Ee ,~UvH TALK OF CO TROLS . 

BUT 0'TROLS DEAL 1 ITH THE SY ·PTO is RATHER 
THA' THE CAUSE . THE REAL 'EAPO S AGAI ST 
INFLATIO AR THE OLD-Tl ,E VIRTUES --- A 
SOUND BUDGET AND A SOUND ,QNETARY POLICY . 
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INFLATION IS A LONGTERt~ PROBLEr~. 

IT CAN ONLY BE RESOLVED Y P RSIST-NT AND 

CONSISTENT REMEDIES . OUR PRESENT SPIRAL 

IS A ~AONSTER THAT 3EGAN 0 Vr:LOP I 'G A DECADE 

AGO. WE CA 'OT DEFEAT THIS DRAGON ITH 

RELU!""\T A T AEASUR s . GI I , I CKS AND EASY 

ANS~iERS AND I 'ST ANT SOLUT I ONS ~I LL 'OT ORK . 

I REFER TO EFFORTS TO Lr.GISLATE '~AG S PRICES, 

ANQ INTEREST RATES . 
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THE SOLUTION TO INFLATION LIES I A 
HARD LOOK AT OUR FISCAL ANO ro ETARY 
POLICIES OVER THE LONG T~RM -- AND APPROPRIATE 
R~SPONSES . 

INTEREST RATES, AS YOU KNO ~ VERY '~ELL , 

CA' E REDUCED ONLY BY REDUCING THE RATE OF 
INFLATION . OTHERWISE , YOU -JOULD BE FACED 

ITH DE FACTO EXPROPRIATION . 
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THE CO 'TROLS OF 1 73 OULD ONLY ORSEN 
THE O''JNTUR ' . "~E ARE I 'STEAD OFFER I NG A 
BUDGET TO REACT TO THE NE REAL I TY . ''E 

CA ' 'T LOOK AT THE UDGET IN ANY CONTEXT 
OT ER THA THE NEEDS OF THE DEVELOPING 
SITUATION . ' E CANNOT IGNORE THE DISLOCATIONS 
CAUS Y OIL OR THE DECLINES IN HOUSING 
AND IN THE AUTOJ.OTIVE INDUSTRY . 
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YOUR INDUSTRY . UST BORRO ~ FRO: . 
SAVERS . YOUR ABILITY TO DO SO HINGES UPON 
CONTROLLING THE RATE OF INFLATION . THE COST 
OF MONEY IS INCREASING AT THE VERY TIME OF 
HEIGHTENED COMPETITION FOR LIMITED r-.ORTGAGES . 
THE LOG I CAL ~OVE IS TO INCREASE THE . ,Q 'EY 
AVAILABLE TO BORROWERS A 0 LENDERS . 
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~INDFUL OF THE HOUSING CRISIS, THE 
AD INISTRATION IS ~OVING TO INCREAS FEDERAL 
o-POSIT INSURANCE FRO~ ·20 ,000 TO 50 , 00 
Pr.R ACCOU 'T . 

THE ADMINISTRATION IS DETER INED TO 
INCREASE THE AVAILA ILITY OF ORTGAGE CREDIT 
IN THE CURRENT ARKET . ~ E AR DET _R I 'ED TO 
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Ii PROVE THE OVERALL CREDIT PICTURE FOR THE 
LOAN DEMAND AND TO HELP M ET THE DUSING 
NEES OF FA .ILIES ~ITH LO INCO .. ES. 

ACCORDINGLY, UP TO 6.6 BILLION I rORTGAGE 
FI 'A CI NG ' ~I LL E AD AVA I LA LE '.~I TH 
FEDERAL ASSISTANCE. 



.. 
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PROVIS I 0 ' VAS .1ADE IN THE BUDGET FOR 
200 ,000 UNITS OF SU3SIDIZ 0 PUBLIC HOUSING . 
BUT SUBSE UENT TO THE PUBLICATION OF THE 
BUDGET THE NU SER OF SUCH UN ITS WAS INCREASED 
TO 300 , 000 . THE UNITED STATES GOVERN,£NT 
IS ~AKING IT POSSIBLE FOR RENT RS TO RENT , 
FOR L DERS TO LE 'D , Al FOR UILDERS TO 
BUILD . 
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. E ' ~ILL BE A LE TO I INI IZE THE 
UNE~PLOY E T EFFECTS OF THE ARAB OIL OYCOTT 
IF ' ARE SUCCESSFUL I ' PREV 'TI 'G SHORT AG S 
THAT HIT K~Y INDUSTRIES TOO HEAVILY . THE 
THRUST OF OUR tFFORTS IS TO PRESERV JOBS . 

E ~ILL NOT HAVE EAVY UNEMPLOY ENT OR 
A RECESSION IF ~E CONTINUE TO GET THE COOPERA 
TION OF THE Ari.ER I CAN PEOPLE . 'JE BEL I EVE 
THAT THE SECOND QUARTER OF TH IS YEAR 'VI LL SEE 
THE ECONO~Y RECOVERING THE . 01E'TU1. LOST 
BECAUSE OF THE ENERGY CRISIS . 
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THE SLUMP I ' HOUSI 'G STARTS MAY 
VERY LL REACH ITS 30TTOM IN THE CURRENT 

UARTER. WE HOP~ FOR AN UPTURN IN THE 
SPRING. 

ARE ALREADY SEEING A LO~ERI G OF THE 
PR I E RAT A 0 OTHER SHORT T R ,~ RATES. 
STRENGTH IN THE SHORTTER~ ~~RK T SPREAD 
LAST VccK TO THE LONGTERM ~ARKET AS ELL. 
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AS YOU K O" ' THE PR SIDE T I AS 
R INSTAT o T.E TA' c.. PLA' FOR FHA - I suR-o 

~ORTGAGES AT A 7 - 3/ 4%' RATE 'JI T-1 THE 

COM .IT~ENT OF UP TO $6 .6 ILLIO • HE HAS 
AUTHOR IZED THE FEDERAL HO .E LOA A K BOARD 
TO APPROVE A PROGRAM OF " FOR~ ARO CO. Ml T 11ENTS" 

OF UP TO 3 BI LL I 0 • AND HE HAS LO'~ERED F' A 
I TEREST RATES FRO~ 8 1/2'% TO 8 V 4:(. 



- 17 -

E HAVE PROPOSED LEGISLATION 'WHICH 

'~OULD : 

---AUTHORIZ THE 300,000 U ITS OF 

SUSSIDIZ D HOUSI 'G I THE FISCAL YEA '75 

UOGET; 

---AUTHORIZE INCREAS SI' TE 

PER I SSj SLE .ORTGAGE A, .OUNTS OF FHA LOA SJ 

- - -P.:R. ~IT HO I 3UYERS TO PAY .. ARKET 

INTEREST RATES ON FHA A 0 VA I 1SURED MORTGAG S 
.) 



- 18 - . 

---AUTHORIZE ON AN EXPERIMENTAL 
AS IS 1~0RE FLEX I LE R PAY ~ NT PLA 'S IN FHA 

INSURED .~ORTGAGES 

---REINSURE PRIVATE ORTGAGE INSURANCE 
CO~P~NIES (P ii 'S); 

A '0 
--AUT ORIZE ORr FLEXI LE INTERrST 

RATES, LONGER REPAY E T TER~S A D HIGHER 
LOAN A .au TS FOR PURCHAScRS OF OBILE 0 ES. 
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THERE IS NO AREA OF GREATER CONGER 
TO THIS A01.I 'ISTRATION THA' THE AREA OF 
INFLATION . ''JE ARE GO I G THROUGH A PER I OD 
OF ASSIVE READJUST ENT FOLLO ING A LO G 
~AR THAT KEPT OUR ECO 10 , y OVEREXTE E A 0 

OVERHEATED . SUPERI POSED ON THIS READJUSTAENT 
IS THE ENERGY CRISIS . E DO NOT FACE A' 
EASY TASK . BUT ' E WILL SUCCEED BY E PLOYING 
THE SPIRIT OF FREE ENTERPRIS , ~ ITH AS UCH 
ECONO\AIC FLEXIBILITY AS POSSI LE . ~JE ILL 
SUCvEED Y RELYING ON THE SORT OF ECONO .IC 
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FRE~DO THAT PROliOTES HOUSING PRODUCTION 
INSTEAD OF STIFLING CO 1TROLS THAT PRODUCE 
HOUSING SHORTAG S. 

I REAL I ZE T AT YOUR BUS I 'ESS HAS HAD 
MO~'E~ PROBLE S. THE LAST HALF OF 1 73 ' AS 
A VERY TRYING PERIOD FOR YOU . UT '0 ~ I 
U 'DERSTA '0 JIS I TERMEDIATION HAS ALL UT 
DISAPPEARED . THE SHORTAG~ OF FUNDS FOR 
LENDING HAS BEE' EASING , ALT OUGH I TEREST 
RAT~S ON HO~E LOANS AR STILL CO SIDERA LY 
ABOVE THOSE OF YEARS AGO . THE F DERAL H01E 
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LOAN BANK 30ARD CHAIR~AN, T01 30 AR, HAS 
PREDICTED THAT I TEREST RATES ILL SOFTE 
SO .EWHAT AS T E YEAR GOES ALONG . I HOP THAT 
IS THE CASE . EVEN SO, I PERSO'ALLY cll~VE 

THAT TODAY 'S MORTGAGES ARE A ~ISE AND SOU 0 
INVEST ENT . AND I LI V- THAT THE SAVINGS 
AND LOAN USINESS CAN LOOK FOR~ARD TO A 
PROSPEROUS FUTURE . 
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DURING THE LAST EIGHT YEARS , YOU 
HAV LIVED THROUGH THREE r 0 EY-CRU CH 
PERIODS. AT THE SArv1E Tl .. E, HO'-~EVER , YOU 
HAVE i:XPER I 'CED YOUR GREATEST GRO~ TH I t 

TER ,~S OF SAVINGS AND ASSETS. YOU NOW HAVE 
~ORE FUNDS AVAILABLE FOR ORTGAGE LENDI G, 

AND THIS AVAILABILITY OF ,-.ORTGAG FUNDS 
S OULD E REFLECTED IN A TURNAROUND IN 

DUSING ST~RTS THIS SPRING. 
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IN THE LONG RUN , IT IS 'ECESSARY FOR 

T. RIFT INSTITUTIO 'S TO BE ABLE TO ATTRACT ON 
A CONT I NU I NG BASIS LONG-TE 1 . FUNDS FOR THE 
HOUS I 'G .~ARKET . I KNO'~ THAT 0 'E OF THE 

USINESS ' KEY PROPOSALS IS L GISLATIO THAT 
JOULD GIV DEPOSITORS A TAX BR AK 0 I T REST 

EAR o. sue. A PROPOSAL CERTAINLY 0 SERVES 
THE CONSID~RATIO OF vO'GRESS . A 'OTHER 
APPROAC 'OUL THE tORTGAG INT R ST 
TAX CREDIT PROPOSED BY TH PRESIDENT . U 'DER 
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THIS PROPOSAL, T LARG R T E PROPORTIO 
OF TOTAL ASSETS I VEST 0 I! R SIDE TIAL 
~ORTGAGES, T HIGH R THE TAX CR-DIT --

UP T 0 3-1/21 - - VH N THE ·ORTGA Ge- PROPORT I 0 
OF THE ASS .TS REACHED 7%. sue A TAX CR Oil 
~OULO 8 A ' I 'CE TI VE FOR LEND I NG I 'ST I TUT IONS 

TO INVEST IN RESIDENTIAL ORTGAG S. 

~ 

'f 0 R l> 
~ (,,. 

<::> ~ 
_, ::0 
< ~ 
~ ~ 
"".p '\ 
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FINALLY. LET ~E LEAV~ YOU ~ITH JUST 
A F N POSIT IV THOUGHTS ASOUT THE CO 01110' 
OF OUR ECO '0~Y , FOR THE NATION'S CO 0 .IC 
HEALTH B ARS DIR CTLY 0 THE HEALTH OF YOUR 
INDUSTRY . 

T E PROPHETS OF DOOM A '0 GLOD 10ULD 
HAVE US BcLIEVE THAT 1973 'AS A DISASTROUS 
YEAR . BUT THAT IS OT THE CASE . LET'S 
LOOK AT A FE OF THE FACTS . 
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-- IN 1 73 . THERE '~As A STRONG I CREASE 

IN TOTAL E PLOY~.ENT . THE NUri 3ER OF 

P RSO 'S AT ~~ORK ROSE BY ~ORE THAN 

2- 1/ 2 ILLIOl -- A I CREAS OF 

3 . 2 PERC 'T A 0 TH LARGr-ST SI 'CE 

1 55 . 
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-- IN 1 73 , AS JO OPPORTU 'ITIES 

BECA,/i .ORE PLENTIFUL UNE .PLOY E T 

AS REDU i..O Y , ~ORE T A A 1/2 

.I LL I ON A 0 THE U E .PLOY, .E T RATE 

AVERAGED 4.9 PERCENT . 
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-- 1 ' 1 73 , T E AFTER- TAX PER CAPITA 

I NCO ~ES OF A .ER I CA 'S , AFTER 

ALLO ~A 'CE FOR RISI 'G PRICES, ROSE 

ORA AT I CALLY BY 4- 1/ 2 P RCE 'T I 

1 73 - - T E LARG ST A UAL I 'CR ASE 

SINCE 1 65 . 
,. 
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-- IN 1 73, REAL P RSONAL CO SU 1PTIO 
PER CAPITAj THAT IS, T~ PURCHASc 
OF GOODS A D SERVICES, ROSE BY 
4- 1/ 2 PERCENT • 

. -- IN 1 73, CORPORATE PROFITS POSTED 
A STRONG R COVERY . 
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--IN 1 73. THE I 'TERNATIO AL POSITION 

OF THE UNITED STAT S I ~ROVED 
SIGN IF I CA 'TL Y, ~IT .~ A $1 • 7 I LL I 0. 

SURPLUS I 1 iERCHA DI Sr. TRADE DUR I 'G 
1 73 CO PARED ' ~ITH THE $6 .3 BILLION 

DEFICIT DURING 1972. THE INTER-....-----.. 
NATIONAL POSITION OFT E 
DOLLAR REBOUNOcD SHARPLY SI CE JULY. 
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THAT AS 1973. I ' 197 4 ~E EXP CT 

TO RESOLVE THE IM~EDIATE E ERGY CRISIS A 10 
BEGIN THE EFFORT TO ACHIEVc A GREATER 

EASURE OF ENERGY SELF - UFFICIE 'CY THROUGH 
PROGRA ~S TO UTILIZ~ DO~ESTIC c 'ERGY R SOURC S. 
VE ALSO EXP~CT TO ACHIEV A SIG IFICA T 
REDUCT I 0 ' I ' THE RATE OF I NFLAT I 0 Y THE 
S'"""CO '0 ALF OFT. YEAR . \ A TICIPATE : 
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--A rODERATE I 'CR ASE IN PROOUCTIOJ 
FOR THE YEAR AS A OLE, ITH T. 

ENERGY -RELAT 0 JISLOCATIONS THAT 
IE ARc. NO c.XP RIENCING GIVI G '1AY 
TO ABOVc -AVERAG IN REASES I J 

PRO UCTIO DURING THE SECO D HALF . 
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-- AN ONLY ODERAT- ISE I 
UNE t~PLOY. E T. 

-- SUBSTANTIAL I 'CREASES I 'VEST~L- T 
FOR NE ~ PLANT A 1 U I Pi 1 . 'T - - A 
DEVELOP E 1T THAT ~~I LL FURTH R 
ENHANC PRODUCTIVE CAPACITY AND 
THE FUTURE GRO TH OF REAL INCO~ • 

-- A SIG 'I Fl CANT DECL INE I I TEREST 
RATES . 
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--A ~D, 10ST I PORTA 'T TO TH IS 
AUDIE C / A COV RY I RESIDE 1TIAL 
CO 'STRUCTIO ' · 

1 74 WILL BE A CHALL NGI G Y AR . UT 
I AM CONV INCED T' AT 1 ILL M T THE 
CHALLENGE . JORKI G TOG THER, 'E ILL UILD 
A ~.ORE PROSPEROUS, .ORE S LF - SUFF IC I 'T A !O 
A PROUDER A RI CA . 



REMARKS BY VICE PRESIDENT GERALD R. FORD 
AT THE 1974 LEGISLATIVE CONFERENCE 

UNITED STATES LEAGUE OF SAVINGS ASSOCIATIONS 
AT THE STATLER-HILTON HOTEL 

11:00 a.m. TUESDAY, FEBRUARY 5, 1974 

FOR RELEASE AT 11: 00 a. m. 'J.1UESDAY 

I am very pleased to be with you this morning~ 

invitation does me honor. 

Your 

I have long recognized the importance of your leadership in 

housing finance. As the primary lenders of conventional mortgage 

funds, the savings and loan institutions perform a vital role in our 

economy. I vividly recall from my years in Congress the many 

instances in which the League of Savings Associations offered 

valuable expertise in refining and broadening housing laws to meet the 

needs of our country. I am aware of the impact of inflationary 

pressures on your industry -- and on the millions of Americans who 

want to obtain mortgages from you so they can buy homes. 

You are here on very serious business. Let us address 

ourselves to the interrelated problems of housing and inflation. 

By now you are aware that our new budget seeks to steer a 

middle course in economic policy. We are trying to move safely 

between two dangerous minefields. One is the minefield of too much 

restriction. The other is the minefield of too much support. 

We seek to limit unemployment by avoiding a downturn. If the 

downturn is less, the rate of recovery will be greater. We have 

flexible plans to fight both recession and inflation. 

Let me say frankly that we are mindful of the rapid increase 

in the price index expected during the first half of this year. 

Price rises attributable to the energy crunch, mainly the petroleum 

situation, are working their way through the economy. And there are 

painful increases in food prices, especially in the area of meat and 

livestock. 

To achieve a viable mortgage market, progress must be made in 

reducing inflation. Interest rates must be within reach of people 

(more) 



Page 2 

who want to buy houses. ilut rates must also cover the loss of 

purchasing power of the lender. The free enterprise system is not 

based on rates of loss bu"'C on rates of reasonable profit. 

'l'here has been much -call< of controls. controls deal with 

tne symptoms rather than the cause. The real weapons against 

inflation are the old-time virtues -- a sound budget and a sound 

monetary policy. 

Inflation is a longterm problem. It can only be resolved by 

persistent and consistent remedies. Our present spiral is a monster 

that began developing a decade ago. We cannot defeat this dragon 

with reluctant measures. Gimmicks and easy answers and instant 

solutions will not work. I refer to efforts to legislate wages, 

prices, and interest rates. 

The solution to inflation lies in a hard look at our fiscal 

and monetary policies over the long term and appropriate responses. 

Interest rates, as you know very well, can be :reduced only 

by reducing the rate of inflation. Otherwise, you would be faced witt 

de facto expropriation. 

The controls of 1973 would only worsen the downturn. We are 

instead offering a budget to react to the new reality. We cantt look 

at the budget in any context other than the needs of the developing 

situation. We cannot ignore the dislocations caused by oil or the 

declines in housing and in the automotive industry. 

Your industry must borrow from savers. Your ability to do so 

hinges upon controlling the rate of inflation. The cost of money is 

increasing at the very time of heightened competition for limited 

morgages. The logical move is to increase the money available to 

borrowers and lenders. 

Mindful of the housing crisis, the Administration is moving 

to increase Federal deposit insurance from $20,000 to $50,000 per 

accour.1t. 

The Aurainistraticn is uetermined to increase the availability 

of mortgage credit in the current market. We are determined to 

improve the overall credit picture for the loan demand and to help 

meet the housing neeus of families with low incomes. Accordingly, 

(more) 
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up to $6.6 billion in mortgage financing will be made available with 

Federal assistance. 

Provision was made in the budget for 200~000 units of 

subsidized public housing. But subsequent to the publication of the 

budget the number of such units was increased to 300,000. The 

United States Government is making it possible for renters to rent, 

for lenders to lend, and for builders to build. 

We will be able to minimize the unemployment effects of the 

Arab oil boycott if we are successful in preventing shortages that 

hit key industries too heavily. The thrust of our efforts is to 

preserve jobs. 

We will not have heavy unemployment or a recession if we 

continue to get the cooperation of the American people. We believe 

that the second quarter of this year will see the economy 

recovering the momentum lost because of the energy crisis. 

'l'he slump in housing starts may very well reach its bottom 

in the current quarter. We hope for an upturn in the Spring. 

We are already seeing a lowering of the prime rate and other 

short term rates. Strength in the shortterm market spread last week 

to the longterm market as well. 

As you know, the President has reinstated the Tandem Plan 

for FHA-insured mortgages at a 7 3/4% rate with the commitment of up 

to ~6.6 billion. He has authorized the Federal Home Loan Bank Board 

to approve a program of \'forward commitments' 1 of up to $3 billion. 

And he has lowered FHA interest rates from 8 1/2% to 8 1/4%. 

We have proposed legislation which would: 

Authorize the 300~000 units of subsidized housing in 
the Fiscal Year '75 budget 

Authorize increases in the permissible mortgage amounts 
of FHA loans 

Permit home buyers to pay market interest rates on FHA 
and VA insured mortgages 

Authorize on an experimental basis more flexible 
repayment plans in FHA insured mortgages 

Reinsure private mortgage insurance companies (PMI's) 
and 

Authorize more flexible interest rates) longer repayment 
terms and higher loan amounts for purchasers of mobile 
homes. 

(more) 
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There is no area of greater concern to this Administration 

than the area of inflation. We are going through a period of massive 

readjustment following a long war that kept our economy overextended 

and overheated. Superimposed on this readjustment is the energy 

crisis. We do not face an easy task. But we will succeed by 

~mploying the spirit of free enterprise, with as much economic 

flexibility as possible. We will succeed by relying on the sort of 

aconomic freedom that promotes housing production instead of stifling 

Jontrols that produce housing shortages. 

I realize that your business has had money problems. The 

last half of 1973 was a very trying period for you. But now I 

lnderstand disintermediation has all but disappeared. The shortage 

)f funds for lending has been easing> although interest rates on 

.. 10ne loans are still considerably above those of years ago. The 

Jederal Home Loan Bank Board Chairman; Tom Bomar, has predicted that 

interest rates will soften somewhat as the year goes along. I hope 

~hat is the case. Even so, I personally believe that today's 

nortgages are a wise and sound investment. And I believe that the 

::iavings and loan business can look forward to a prosperous future. 

During the last S years> you have lived through three 

noney-crunch periods. At the same time> however, you have 

experienced your greatest growth in terms of savings and assets. You 

iow have more funds available for mortgage lending, and this 

ivailability of mortgage funds should be reflected in a turnaround in 

nousing starts this spring. 

In the long run, it is necessary for thrift institutions to 

~e able to attract on a continuing basis long-term funds for the 

housing market. I know that one of the business' key proposals is 

legislation that would give depositors a tax break on interest 

~arned. Such a proposal certainly deserves the consideration of 

Gongress. Another approach would be the mortgage interest tax credit 

proposed by the President. Under this proposal, the larger the 

proportion of total assets invested in residential mortgages, the 

higher the tax credit -- up to 3 1/2% -- when the mortgage 

proportion of the assets reached 70%. Such a tax credit would be an 

(more) 
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incentive for lending institutions to invest in residential 

mortgages. 

Finally, let me leave you with just a few positive thoughts 

about the condition of our economy, for the Nation's economic health 

bears directly on the health of your industry. 

The prophets of doom and gloom would have us believe that 

1973 was a disastrous year. But that is not the case. Let 1 s look at 

a few of the facts. 

In 1973, there was a strong increase in total 
employment. The number of persons at work rose 
by more than 2 1/2 million -- an increase of 3.2 
percent and the largest since 1955. 

In 1973, as job opportunities became more plentiful, 
unemployment was reduced by more than a 1/2 million 
and the unemployment rate averaged 4.9 percent. 

In 1973, the after tax per capita incomes of 
Americans, after allowance for rising prices, 
rose dramatically by 4 1/2 percent in 1973 -- the 
largest annual increase since 1965. 

In 1973, real personal consumption per capita, that 
is, the purchase of goods and services, rose by 
4 1/2 percent. 

In 1973, corporate profits posted a strong recovery. 

In 1973, the international position of the United 
States improved significantly, with a ~1.7 billion 
surplus in merchandise trade during 1973 compared 
with the $6.3 billion deficit during 1972. The 
international position of the dollar rebounded 
sharply since July. 

'l1hat was 1973. In 1974 we expect to resolve the immediate 

energy crisis and begin the effort to achieve a greater measure of 

energy self-sufficiency through programs to utilize domestic 

~nergy resources. We also expect to achieve a significant reduction 

in the rate of inflation by the second half of the year. We 

anticipate: 

A moderate increase in production for the year 
as a whole, with the energy-related dislocations 
that we are now experiencing giving way to above
average increases in production during the second 
half. 

An only moderate rise in unemployment. 

Substantial increases in investment for new plant and 
equipment -- a development that will further enhance 
productive capacity and the future growth of real income. 

A significant decline in interest rates. 

And, most important to this audience, a recovery in 
residential construction. 

(more) 
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1974 will be a challenging year. But I am convinced that 

we will meet the challenge. Working together, we will build a more 

prosperous, more self-sufficient, and a prouder America. 

# # # 
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I AM VFRY PLEASED TO BE WITif you nus t-mNING, YouR 
INVITATION DOES t"'f HONOR. ~HAVE LONG RECOGNIZED lHE IMPORTANCE OF 

YOUR LEADERSHIP IN HOOSING FINN-a, 

~~~NDERS OF CONVENTIONAL ~'ORTGAGE FUUDS , 

lHE SAVINGS AND LOAN ~8 me&& PERFORt-9 A VITAL ROLE IN OUR ECONOMY' I 

VIVIDLY RECALL FRa-1 MY YEARS IN Ca-JGRESS lHE tWN INSTAHCES IN 

WHia-f lHE LEAGUE OF SAVINGS AsSOCIATIONS OFFERED VALUABLE EXPERTISE 

IN REFINING ArID BROADENING HOUSING LAWS TO r-EET TiiE NEEDS OF OLP COUNlRY, 

I AM AWARE OF TifE IMPACT OF INFLATIONARY PRESSURES ON YOUR INDUSTRY 

-- AND ON lHE MILLIONS OF AMERICANS h'HO WANT TO OBTAm ~'ORTGAGES 
e , 

FRQ\1 YOO SO ._- lHEY CAN BUY HMS , 

You ME HERE ON VERY SERIOUS BUSINESS, LET us ADDRESS 

OURSELVES TO TifE UJTERRELATED PROBLEM~ HOUSING AND INFLATIOt , 

Bv NON YOU ARE AWME lHAT OUR tJEW BUDGET SEEKS 

TO STEER A MIDDLE COLRSE IN ECON0'1IC POLICY, WE ARE TRYING TO MOVE 

SAFELY BEnlEEN 1WO DArmEROUS MINEFIEL.fis, ONE IS lHE MINEFIELD OF TOO 

MJCH RESlRICTION, THE. OlHER IS lHE MINEFIELD OF TOO MUOi SUPPORT , 
~'~ ,.,- v~ ~tfotpc.o Ytf'\J'Nr" .. 

WE SEEK TO XS ·~BV AVOIDING A DCMNMN • IF 
lHE DMffl~N IS LESS, lHE RATE OF RECOVERY WILL BE GREATER, \.'E HAVE 

FLEXIBLE PLANS TO FIGiT BOlH RECESSION AND INFLATION , 
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LET ME SAY FRAtlKLY lllAT WE ARE MlflDFUL OF 1HE RAPID INCPEASE G 
IN 1HE PR I CE ItIDEX EXPECTED D~ ING THE FIRST HALF OF 1H IS YEAR , 

PRICE RISES ATTRIBlJTABLE TO 1HE ENERGY CRUNOi , MAINLY lliE fiicul.tl 
SllUATION, ARE WORKING lHE!R WAY lHROUG-l THE ECOIKJ1'f~~IERE 
ARE PAINFUL INCREASES IN FOOD PRICES , ESPECIALLY IN iHE AREA OF 

1"EA T AND LIVESTOCK , 

\itP'llJ! 81MIS M<E 17 E' • To AOiIEVE A VIABLE M:>RT~GE MARKET, 
• 

PROffiESS M.JST BE ~W>E IN REDUCWG INFLATION , INTEREST RATES ttJST BE 
RA-T6S" 

WITHIN REAOi OF PEOPLE WHO WANT TO BUY HOUSES , Bur ~MUST ALSO 

COVER 1HE LOSS OF PURCHASING PCWER OF 111E LENDER , THE FREE ENTERPRISE 

SYSTEM IS NOT BASED ON RATES OF LOSS BlJT ON RATES OF REASONABLE PROFIT, 

THERE HAS BEEN MJOi TALK OF CONTROLS , Eur CONTROLS DEAL WI1H 1HE 

SYMPTC:M> RA1HER 1HAN lHE CAUSE , THE REAL WEAPONS AGAINST INFLATION 

ARE lHE OLD-TIME VIRTUES - A SOLtID BUDGET ANI' A SOUND MONETARY POL.ICY' Re~e'l>'E.S 
f T CAN O/Vt .. :y !Je fe.ESOLVSJ> ~ PEflS•~ur IJND CtJNs1rTfwT f X--
~ , ___. -

t lNFLATIOU IS A LONGTERM PROBLEM~ 0JR PRESENT SPIRAL IS A MONSTER 

TI-fAT BEG~ DEVELOPING A DECADE AGO , WE CAi~UOT DEFEAT llUS DRAGOtl 

WilH RELl.CTANT MEASURES , Gnt1ICKS AND EASY AUSWERS AUD ItlSTANT SOLUTIONS 
1-EC. ISLA-;£ 

WILL NOT WORK, I REFER TO EFFORiS TO IFl~lAGES , PRICES, AND IUTEREST 

RATES , 

THE SOLUTI OU TO INFLATION U ES IN A HAAD LOOK AT O~ FISCAL N ID 

~tlNETARY POLICES OVER 1HE LONG TERM .,,..- ~]) RPPPOPfl.•~r~ RG'!fOf.IS 

INTEREST RATES, PS YOU l<N<l1 VffiY WELL, CAi~ BE REDUCED ONLY BY 

REDUCING lHE RATE OF INFLATION , O'rHERwISEJ YOU \'-.OULD BE FACED WilH 

DE FACTcl EXPROPRIATION 

• 
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THE CONTROLS OF 1973 WOULD ONLY WORSEN lHE Da'lNTURN, WE ARE 

INSTEAD OFFERING A BUDGET TO REACT TO lHE NEW REALITY, WE CAfh' LOOK 

AT THE BUDGET IN MN CONTEXT OlHER lHAN lHE NEEDS OF lHE DEVELOPING 

SITUAT!~ , ~I: CNINOT.!!f"E 1HE DISCLOCAT!CM CAUSED BY OIL~ 
lHE DECLINES IN HOUSIN~ IN TifE AUT~ INDUS~itlli 2 1871 1 t 

Oa:: a111•ur £0 011! ,, 8UFIDF•fii PIEJC!I JIP: .. -

YClJR INDUSTRY MUST BORRCW FRQ'1 SAVERS I Ya.JR ABILITY 

TO DO SO HINGES U~ C~'TROLLING lHE RATE OF INFLATION , THE COST OF 

flDNEY IS INCREASING AT TiiE VEFN Tit-£ OF HEIGfTENED Ca-f>ETITict~ FOR LIMITED 

~RTGAGES , THE LOGICAL t'l>VE IS TO INCREASE 1HE t'a·IEY AVAILABLE TO 

BORRCWERS Nm LENDERS , 

MmDFUL OF 11iE HOUSmG CRISIS, 11iE ADMINISTRATION IS 

r.'OVING TO INCREASE FEDERAL DEPOSIT INSURANCE FROM $20,()1) TO $5'),(Il) PE ... R 

ACCOUNT , 

THE ADMINISTRATION IS DETERMINED TO INCREASE 1HE AVAILABILITY 

oF rtaRTGAGE CREDIT 1N lHE cURRENT ~KET. WE ARE nmRMrnED ro IAH u a ms. x 
I~'PROVE 11iE OVERALL CREDIT PICTIJRE FOR 

Tl-£ LOAN DEf>WID AND TO HELP tEET 1HE HOUSING NEEDS OF F#ULIES WilH LOr'-1 IOCOMES, 

ACCORDINGLY , UP TO $ 6,6, BILLION IN t-mTGAGE FINAHCING WILL BE MADE 

AVAILABLE WilH FEDERAL ASSISTANCE I 
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PROVISION WAS MADE IN THE BUDGET FOR 200,COO UNITS OF 

SUBS ID I ZED PUBLIC HOUSING , Bur SUBSEQUENT TO 'lliE PUB LI CATI CX'~ 

OF 11-iE BUDGET lHE NUM3ER OF sua-i UNITS WAS INCREASED TO 

3CX), Ol) • ~ IS Sl9HUl!l!d a a., '=' • 
IT POSSIBLE 

~ -

FOR RENlERS TO RENT~ w..1~J..JERS TO LEND,AND FOR BUILDERS TO~ , ~,.. ~ 

\t WILL BE ABLE TO MINIMIZE lHE UNEMPLO'fl'ENT EFFECTS OF 

lHE AAJiB 0 IL BOYCOTT IF h'E APE SUCCESSFUL IN PREVEt.TI m SHORTAGES .. 
T14-~1: H •v . . L"'na /.+ A VI~ v, 'iea •-x•BllN Ill I • KEY INDUSTRIEj 11 til!ll' lhiiN! u-: •a--n 
...... ~~, lHRUST OF OUR~ORTS IS TO PRESERVE JOBS , 

~ will htrT 
\IC W llOT ~8-HEAW UNEMPLOYMErIT OR A RECESSION IF 

WE COOINUE TO GET THE COOPEPATICX'l OF 'lliE APfRIC.AN PEOPLE , WE 

BELIEVE 11-iAT lHE SECCJID QUARTER OF 11-iIS YEAR WILL SEE 1HE ECONOMY 
1/tlc 

RECOVERHICXM0'1ENTIJ1 LOST BECAUSE OF 1HE ENERGY CPISIS , 

THE SLUMP IN HOUSWG STARTS MAY VERY WELL REACH ITS BOTTa-1 

IN 1HE CURRENT OOARlER, WE HOPE FOR NJ UPTURN IN iHE SPRING , 
~ 

WE ARE ALF.r SEEING A LCWER ING OF 11-iE PRH'E RAlE Af ID 

OiHER SHORT lERM PA lES, ISTRENGTH IN 11 IE SHOR,....TERM MA.RKET SPREAD -
LAST M:EK TO THE LClrlGlERM MARKET ~ WELL , 

Ps YOU KNO'/, iHE ~ESIDEtIT H~ REWSTATED 'THE TAND81 PL.AN FOP 

FHL\•INSURED t'ORTAGES AT/,.? - 3/1.f!a RAlE WITH lHE cat-1I1MENT OF UP TO 

$6,6 BILLION • HE HAS AUlHORIZED lHE FEDERAL HCJ"E loAN P:ANK EoARD 

TO APPROVE A PROGRAM OF nFORWARD Cor11I111:NTS " OF UP TO ~3&BILLION , 

fJtm HE ~ LCJ1ERED Fl-IA INTERESlf RAlES FRa1 8 dJ2 % TO 8 lJl! % 
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.. 2$1 

WE HAVE PROPOSED LEGISLATION WHICH WOULD : ... ~ _,/ 

--- AUTHORIZE 1HE 3Xl,ootltlITS OF SUBSIDIZED HOUSWG IN 1HE ~Jls'""";uooET 
--- AUTHORIZE mcREASES IN 1HE PERMISSIBLE t-'ORTGAGE Afvt>UNTS OF FHA LOANS 

-PERMIT HCTf tmRS TO PAY f'Wll<ET l~rreREST RAlES ON FIJA AIID VA INSURED 

MORTGAGES 

--AUTHORIZE a Ar~ EXPERIMENTAL BASIS f"ORE ~IBLE REPAYMENT PLANS 

IN FHA INSURED t'DRTGAGES 

--- REINSURE PRIVATE t'ORTGAGE INSURANCE ca·1PANIES <PMI Is ) 

AND 

-AUTHORIZE MORE FLEXIBLE INTEREST RATES, LOOGER REPAYMENT TERMS 

AND HIGiER LOAN NWNTS FOR PUROiASERS OF t"OBILE HOMES , 

THERE IS NO MEA OF GREATER CONCERN TO nus Arr-1INISTPATI ON THAN TiiE 

AREA OF INFLATIOO, WE ARE GOING TiiROUGf A PERIOD OF MASSIVE READJUS™ENT 

FOLLOl./ING A LOOG WAR 1HAT KEPT OUR ECONCMf OVEREXTENDED .AND OVERf fEATED , 

SuPERIMPOSED oo 1HIS READJUs Etrr IS .1E s:i;RG~~1s_Is • WE oo NOT FACE AN EASY 

TASK , PJ.Jr WE WILL SUCCE PIRI O FPEE ENTERPRis;, WI1H AS MUCH 

ECCJ.la1IC FLEXIBILITY AS POSSIBLE, \t WILL SIXCEED BY RELYirlG ON 1HE SORT OF 
s -r•Fi.Jtvr, 

ECONctlIC FREE001 THAT PRa'OTES HOUSING PRODUCTict! INS1'iEAD or: t..._<:NmOL.S 

1HAT PRODUCE HOUSING SHORTAGES)( , 

,., 
(,,. 



I realize that your business has had money problems. 

The last half of 1973 was a very trying period for you. 8ut 

now I understand disi~mediation has all but disappeared. 
........ =--

The shortage of funds for lending has been easing, although 

interest rates on home loans are still considerably above 

~ 
those of years ago. Federal Home Loan Bank Board Chairman, 

Tom Bomar, has predicted that interest rates will soften 

somewhat as the year goes along. I hope that is the case. 

Even so, I personally believe that today's mortgages are a 

wise and sound investment. And I believe that the savings 

and loan business can look forward to a prosperous future. 

During the las~ears, you have lived through 

three money-crunch periods. At the same time, however, you 

have experienced your greatest growth in terms of savings 

and assets. You now have more funds available -~or mo.rtgage 

lending, and this availability of mortgage funds should be 

reflected in a turnaround in housing starts this spring. 

In the long run, it is necessary for thrift institutions 

to be able to attract on a continuing basis long-term funds 

for the housing market. I know that one of the business' 

key proposals is legislation that would give depositors a 

tax break on interest earned. Such a proposal certainly 

deserves the consideration of Congress. Another approach 

would be the mortgage interest tax credit proposed by the 

President. Under this proposal, the larger the proportion 

of total assets invested in residential mortgages, the higher 



the tax credit -- up to 3-1/2 % -- when the mortgage 

proportion of the assets reached 70%. Such a tax credit 

would be an incentive for lending institutions to invest 

in residential mortgages. 

Finally, let me leave you with just a few positive 

thoughts about the condition of our economy, for the Nation's 

economic health bears directly on the health of your industry. 

The prophets of doom and gloom would have us believe 

that 1973 was a disastrous year. But that is not the case. 

Let's look at a few of the facts. 

--In 1973, there was a strong increase in total 
employment. The number of persons at work rose 
by more than 2-1/2 million -- an increase of 3.2 
percent and the largest since 1955. 

--In 1973, as job opportunities became more plentiful, 
unemployment was reduced by more tha~l/2 million 
and the unemployment rate averaged 4.~ percent. 

--In 1973, the after tax per capita incomes of 
Americans, after allowance for rising prices, rose 
dramatically by 4-1/2 percent in 1973 -- the largest 

· annual increase since 1965. 
~ 

--j973, real personal consumption per capita, that is, 
the purchase of goods and services, rose by 4-1/2 
percent. 

-~n 1973, corporate profits posted a strong recovery. 

--In 1973, the international position of the United 
States improved significantly, with a $1.7 billion 
surplus in merchandise trade during 1973 compared 
with the $6.3 billion deficit during 1972. The 
international position of the dollar rebounded 
sharply since July. 

That was 19?3. 1 In 1974 we expect to resolve the 
~,.q,..._ ~ ~ 

immediate energy crisis and begin the effort to achieve a 

greater measure of energy self-sufficiency through programs 

to utilize domestic energy resources. We also expect to 



CR t, • 
<,,.. 
~ 

achieve a significant reduction __J
::I: 

-'tt . 
in the rate of inflation ' 

by the second half of the year. We anticipate: 

--A moderate increase in producfi'~ion for the year 
as a whole, with the energy-re'lated dislocations 
that we are now experiencing giving way to above
average increases in production during the second 
half. 

--An only moderate rise in unemployment. 

--Substantial increases in investment for new plant 
and equipment -- a development that will further 
enhance productive capacity and the future growth 
of real income. 

--A significant decline in interest rates. 

--And, most important to this audience, a recovery 
in residential construction. 

1974 will be a challenging year. But I am convinced 

that we will meet the challenge. Working together, we will 

build a more prosperous, more self-sufficient, and a prouder 

America. 

# # # 
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RB~PJ(S 13Y VICE PPISIDBIT GCPJ\lo R. FOPJJ 
AT TI~E [97L1 LEGISV\TIVE COf lFEPEICE 

'umTED STATES L£~GUE Or Sl\VI;JGS ~.SSOCIATIO:-lS 
AT TllE STATL£R-HILTOtl flOTEL

7 ill A.fl. , IJESDAY, FEB. 5, iL9 4 

I AM VfRY PLEASED TO BE WITII YOU nus MORNING, YouR 

INVITATIOt~ DOES ME HONOR~ ill....HAVE LorJG RECOGrHZED TtiE IMPORTANCE OF 

YOUR LEADERSHIP W HOUSING F INAi JCE , 

. As w. P~JMA.RY LEimERS OF COiNErffICNAL FCRTGl\GE FUNDS ' 
tJL;f~"l~~ 

TiiE SAVmGs AfID LOAN :BU9HIES& PERFORfvl A VITAL ROLE IN OUR ECONOMY I I 

VIVIDLY RECALL FROM MY YEARS m CONGRESS TiiE MANY INSTAr~CES m 

\'tHIO-i THE LEAGUE OF SAvrrms ASSOCIATIONS OFFERED VALUABLE EXPEP.TISE 

IN REFINING Ar.JD BROADB,!HiG HOUSillG LAWS TO MEET TIIE r·:EEDS OF OUR COUNiP.Y, 

I f>M A',·/A~E OF TiiE IMPACT OF INFLATIOr4AqY PRESSURES ON YOUR mnusmv 

--- AMD ON TI-IE MILLIONS OF fui!ERICAtlS \~HO WM-ff TO 013TAirl f'CP.TGAGES 
~ 

FROM YOU SO ~ TI-IEY CAM BUY HOMES , 
.... 

. ' 

You N~E ~IERC: ON VERY SERIOUS BUSINESS, LET us ADDRESS 

OURSELVES TO TIIE IrlTERRELATED PROBLEM~ HOUSING AiID INFLATIOM , 

Bv now YOU AP.E /W'lflRE ll-1/\T OUR r:&! BUDGET SEEl~S 

TO STEEP. A MIDDLE COL'RSE m ECONOMIC POLICY, HE ARE TRYWG TO MOVE 

SAFELY BE1WEEN TIIO DArlGEROUS MHJEFIEtiJS, ONE IS 1HE MINEFIELD OF TOO 

MUOi RESTRICTIDr~ . THE. O"THER IS TdE MUJEFIELD OF TOO MUCH SUPPORT , 
~ 1'r v 9 G"l"'lf)e,. o '>!:..ff'f~r"';""'_=--> 

HE SEEK TO u 11&'111 Pl!t~BV AvornmG A rotiffuPN • IF 
1HE DOtlifnJP.rJ IS LESS, THE PJ\TE OF RECOVERY \·/ILL BE GREATER, l'E HAVE 

FLEXIBLE PLAJ!S TO FIGHT BOiH RECESSION AtID INFLATIOt! , 
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LET ME SAY FRArlKLY 11-~AT \'IE ARE MiflDFUL OF 1liE RAPID INCPEASE 

IN TI-fE PRICE INDEX EXPECTED DURING Ti!E FIRST HALF OF 11fIS VEAR , 

PRICE RISES ATIRinUTABLE TO 'THE EfJERGY CRUNCH , t·1AWLY 1HE fioL.EUM 

SllUATION, ARE WORKING THEIR \'IAY THROUGH THE ECO!lCf1'/~JERE 
ARE PAitlFUL INCREASES m FOOD PRICES , ESPECIALLY IN 1HE AP.EA OF 

MEAT AND LIVESTOCK , 

mrme 01M1S 1-JU! mu1 -. To ACHIEVE A VIABLE r'ORTGAGE MARKET, 

PROffiESS tUST BE MAJ)E m REDUCUJG ItJFLATION , lnTE.~EST RATES MUST BE 
Rlr Ti;:S' 

WI1HIN REAOI OF PEOPLE i·fltO ~IA.NT TO BUY HOUSES , BUT ~MUST ALSO 

COVER TIIE LOSS OF PURCHASING PGIER OF THE LErlDER. THE FREE B:TERPRISE 

SYSTEM IS NOT BASED or~ RATES OF LOSS Btrr OH RATES OF REASOilABLE PROFIT. 

THERE HAS BEEH ruCH TALK OF CONTROLS , Dur crnnRoLs DEAL WITH lHE 

SYMPTOMS RAlHER lHArJ lHE CAUSE , THE REAL HEAPOHS 1\.GAiiJST INFLATION 

ARE lHE Ot.D-TIME VIRTIJES - - A SOUND BUDGET ANP l\ SOU~.[) MOrlETAPY POL.ICY, Rt:1-1r;b'€> 
[-r CAN ON~'/ Be ,e.eso1..~G.J> .EY PERS1freJJT lltvJJ C0Ns1~rew/ y 
~ J•- --- -l lNFLATIOil IS A LONGTERM PROBLE'S(__ OuR PRES8!T SPIML IS A r1or~STER 

lHAT BEG~ DEVELOPI~JG A DECADE AGO ' WE CArn;cr !'JEFEAT TllIS DRAGON 

~/IlH RELUCTArff MEASURES • GitlUCKS Arm F.ASY ArJSWERS AtID HJST/\NT SOUJTIOfJS 
£-E.~ 15 LllTl=Z 

WILL nor HORK. I REFER TO EFFORTS TO ~AGES, PRICES, Ai'JD IrlTEREST 

P..ATES , . 

THE SOUJTIOll TO HlFLATIOM LIES m A H.l\RD LOOK AT OUR FISCAL AHD 

ronETARY PoucEs ovEn 111E LOilG TERM .,,.-. ltND APPROP/?.•A.rc f:Gipoµ.rrr . 

ltHEREST P..ATES , AS YOU KrJOd VERY WELL, CftJi BE REDUCED ONLY BY 

REDUCING THE PATE OF If.IFLATIOH , 0n-IER\~ISE1 YOU \'f('.'IULD BE FACED WilH 

DE FACTcl EXPROPRIATION 
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THE cmJmOLS OF iID73 \•/OUL.D ONLY \·:o~SEN THE DCV/i;n.JRN, WE /\RE 

INSTEAD OFFERING A 3UDGET TO REACT TO 11-iE NEW REALilY, HE CArlr LOOK 

AT TilE BUDGET IN MN CONTEXT 0111ER THAN THE NEEDS OF 11-iE DEVELOPING 

SlllJATllll'I , \·E CllJ'lNOT~ORE lHE DIS['LOCATIO!IS CAUSED BY OIL~ 
TI-IE DECLINES IN HOUSHl~ IM THE AUTot'~ INDUSTP~ Jftiiz ftJRH?Qll J• 

6)@14 OliGtll'ff IC 8ftE @fih 8t5181Mliii nlfC••••••u• llt£. ) 

yr~~Jiil&•aiJl[IU1~~~'te~~i#S_j 
2isiilF''u...-Jlf{tJ•t•1t 1iff¥JJ@P:. '' 

YouR rnnusmY MUST BORROl'I FROM SAVERS ' YOUR .ABILI1Y 

TO DO SO HINGES UPON CONTROLLING THE R/l.TE OF INFLATION , THE COST OF 

MONEY IS rncREASING AT TiiE VERY TIME OF HEIGHTENED COMPETITICrl FOR LIMITED 

MORTGAGES , THE LOGICAL MOVE IS TO INCREASE 1HE MOMEY AVAIL.ABLE TO 

BORP.OM:RS AND LENDERS , 

f-1IiIDFUL OF THE HOUStr:G CRISIS, THE AnMHIISTP.ATION IS 

F "'""' ono ci-t::f'\ 000 .. f·tNING TO INCREASE EDEPAL DEPOSIT INSURANCE FROM ~Lu, .. · TO -:i:.>-1, PE R 

.A. CCOUNT I 

THE ADMirHSTPATIOtJ IS DETERMIMED TO INCP.El\SE TiiE AVAILJ\BILI1Y 

OF MORTGAGE CREDIT m TiiE CUP.RENT Mf1?,t(ET, HE ARE rn.:·1ERMiilED TO r!Siie!MHJR x -
=--!~) tll ~ IH0 1'mVE 11-lE OVERALL CREDIT PICTURE FOR 

THE LOAI\: DEFAND Ann TO HELP MEET 'THE HOUSHIG ilEEDS OF FNlILIES WI1H LOW U:Cot'ES. 

AccORDWGLY , UP TO $ 6,6, BILLION IN VORTGAGE FIN/\ilCWG WILL BE MADE 

AVAll.Al3LE \~llH FEDERAL P.SSISTANCE , 



PROVISION WAS MADE rn THE BUDGET FOR 200,000 UtHTS OF 

SU3S ID I ZED PUBU C HOUSING , Btrr SUBSEQUENT TO 11~E PUBLICATION 

OF 11-fE BUDGET 11-IE NUMBER OF Sll01 UNITS \•/AS INCREASED TO 

30~po ... I - :THE .UNI~ s~~~. G;>VEmlMENT IS scg;rn1illfl8'I'l8, mp, 1:5 • 

~i(jB~ IT POSS IBLE 1:111!1.'l!.1-r.= 

FOR REi'lTERS TO RENT ~ERS TO LB-!D,N!D FOR BUILDERS TO~ , 

h'E \~ILL BE ABLE TO MitUMIZE THE UNEMPLOYMENT EFFECTS OF 

THE MAB OIL BOYCOTI IF i't'E APE SUCCESSFUL IN PREVEf !TI!lG Sl !ORTAGES 
Tl+ft-1 H l'r,.-1 . , . 1/oo tf€"A- I/I~ J/, 
'i~,~~·•rttZ£.~•t!>'!P KEY INDUSTRIErnl>t!T ,W.@IMMf .~lT 

.Ji:til~h 11~ THE 11-IRUST OF O~ EFFORTS I S TO PRESERVE JOBS , 
- t ~-WtlL A'~--':/A.11€ ... 

~iPf8f ~~EAVY UNEMPLOYMEUT OR A PEC~SSION IF 

WE CO\JTiflUE TO GET THE COOPEPATION OF THE AMERICAN PEOPLE , WE 

BELIEVE 1HAT THE SECOND QUARTER OF 11-IIS YEAR WILL SEE 1ilE ECONOf-t( 
WE 

RECOVERiil~J'iCT1ENTIJM LOST BECAUSE OF 1HE ENERGY CPI SIS , 

THE SLUMP IN HOUSWG ST.ARTS MAY VERY \·!ELL REACH ITS BOTTOM 

IN ll~E CURRENT QUARTER , VlE HOPE FOR NJ UPTIJRN IN THE SPRirlG , 
r.--. 

HE ARE ALR'f(}JillY SEEiilG A LOr'IERING OF THE PRIME PATE NID 

0111ER SHORT lERM PJ\ TES , ISTRENGTH m 1HE SHORTTERr1 Ml\RKET sPrEAD -
LAST ~ .. 'EEK TO lHE LO~JGTERJ1l MARV.ET AS h'ELL I 

As YOU l<i'IOr'l, TI-IE PRESIDErrr HAS REWSTATED 1HE TANDEM PL.NJ FOP 
. A 

H~·ItlSURED MORTAGES AT/i? - 3/l~% P.ATE VIITI-1 THE COM'·UTI·Bff OF UP TO 

$6,6 BILLION , HE Hl\S AUTHORIZED THE FEDERAL HoME Lo.t\N PNrK EoARti 

TO APPROVE A PROGRPJ-1 OF 
11

FOFMl\RD COl'f·1ITf'£MTS 
/1 

OF UP TO ~3S.BILLION , 

P.tm HE HAS LO~ERED FHA IiffERESTI MTES Fr.cx·1 8 d!2 % ro 8 Vll % 
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... a;;, 
HE PAVE PROPOSED l1Wt1' IF 't LEGISLATION WHICH WOULD : ~ 

--- Alffi-IORIZE 1HE 3CXJ,OO~.JNITS OF SUBSIDIZED HOUSWG IN THE FYJ75 BUDGET 

--- AU1l10RIZE WCREPSES HI ll1E PERMISSIBLE MORTGAGE AMOUNTS OF ffil\ LOANS 

-PERMIT HOl~ERS TO PAY l'ARKET li'rl'EREST RATES ON R!A JI/ID VA INSURED 

MORTGAGES 

---Atm~ORIZE Qr{ At: EXPERIMENTAL BASIS MORE ~IBLE REPAYMENT PLANS 

IN Ff-~\ INSURED MORTGAGES 

--- REHISURE PRIVATE MORTGAGE INSURANCE Cct~PAT'HES <Pf1I 'S ) 

AND 

-AUTHORIZE f'iCRE FLEXIBLE INTEREST PATES, LONGER REPAYM8IT TEPJ'iS 

AND HIGHE~ LOAN At"OUtffS FOR PURCHASERS OF MOBILE HOMES • 

THERE IS tlO MEA OF GREATER CONCER;J TO TIJIS Ar:MINISmATION 11Wl TilE 

AREA OF INFLATiotJ, ViE ARE GOWG 1HROUGH A PERIOD OF MASSIVE READJUSTMENT 

FOLLC'.1m:G A LONG \•/J\R lHAT f~PT OUR ECOtlOMY OVERcXTENDED PND OVEPJ IEATED t 

SUPERIMPOSED OM TI-HS READJUS -lEt~T IS ;r: IE ~r:C:RG:!,...C)':ISIS , HE DC NOT FACE AN EASY 
~ ':;if'..Atn~ c,,.rt.0 _. 

TASI< ' Eur \'IE WILL succr::fir . ~-~ l ~Pifiil OF FP.r::E EiffERPRIS~~H111 f.S MUCH 

ECONOMIC FLEXIBILIYY AS POSSIBLE, HE HILL SUCCEED BY RELYI~lG ON THE SORT OF 
S ''F"/..IN(, 

ECO:tCf:iIC FREEDOM 11 !AT PROMOTES HOUSHIG PRODl!CTICi·l HlSTl'fiEAD cc ~lffROLS 

iHAT Pr\ODUCE HOUSING SHORTAGESJ( , 



I realize that your business has had money problems. 

The last half of 1973 was a very trying period for you. 8ut 

now I understand disi~mediation has all but disappeared. -The shortage of funds for lending has been easing, although 

interest rates on home loans are still considerably above 

~ 
those of years ago. Federal Home Loan Bank Board Chairman, 

Tom Bomar, has predicted that interest rates will soften 

somewhat as the year goes along. I hope that is the case. 

Even so, I personally believe that today's mortgages are a 

wise and sound investment. And I believe that the savings 

and loan business can look forward to a prosperous future. 

During the las~ears, you have lived through 

three money-crunch periods. At the same time, however, you 

have experienced your greatest growth in terms of savings 

and assets. You now have more funds available .. for mo_rtgage 

lendi ng, and this availability of mortgage funds should be 

reflected in a turnaround in housing starts this spring. 

In the long run, it is necessary for thrift institutions 

to be able to attract on a continuing basis long-term funds 

for the housing market. I know that one of the business' 

key proposals is legislation that would give depositors a 

tax break on interest earned. Such a proposal certainly 

deserves the consideration of Congress. Another approach 

would be the mortgage interest tax credit proposed by the 

President. Under this proposal, the larger the proportion 

of total assets invested in residential mortgages, the higher 



the tax credit -- up to 3-1/2 % -- when the mortgage 

proportion of the assets reached 70%. Such a tax credit 

would be an incentive for lending institutions to invest 

in residential mortgages. 

~--·-"~~:ally , let me leave you with just a few positive 

thoughts about the condition of our economy, for the Nation's 

economic health bears directly on the health of your industry. 

The prophets of doom and gloom would have us believe 

that 1973 was a disastrous year. But that is not the case. 

Let's look at a few of the facts. 

--In 1973, there was a strong increase in total 
employment. The number of persons at work rose 
by more than 2-1/2 million -- an increase of 3.2 
percent and the largest since 1955. 

--In 1973, as job opportunities became more plentiful, 
unemployment was reduced by more tha~l/2 million 
and the unemployment rate averaged 4.~ percent. 

--In 1973, the after tax per capita incomes of 
Americans, after allowance for rising prices, rose 
dramatically by 4-1/2 percent in 1973 -- the largest 
annual increase since 1965. 
~ 
-,f..973, real personal consumption per capita, that is, 

the purchase of goods and services, rose by 4-1/2 
percent. 

~ 
- - In 1973, corporate profits posted a strong recovery. 

--In 1973, the international position of the United 
States improved significantly, with a $1.7 billion 
surplus in merchandise trade during 1973 compared 
with the $6.3 billion deficit during 1972. The 
international position of the dollar rebounded 
sharply since July. 

In 1974 we expect to resolve the 

immediate energy crisis and begin the effort to achieve a 

greater measure of energy self-sufficiency through programs 

to utilize domestic energy resources. We also expect to 



achieve a significant reduction in the rate of inflation 

by the second half of the year. We anticipate: 

--A moderate increase in produc!J'~ion for the year 
as a whole, with the energy-r"e'lated dislocations 
that we are now experiencing giving way to above
average increases in production during the second 
half. 

--An only moderate rise in unemployment. 

--Substantial increases in investment for new plant 
and equipment -- a development that will further 
enhance productive capacity and the future growth 
of real income. 

--A significant decline in interest rates. 

--And, most important to this audience, a recovery 
in residential construction. 

1974 will be a challenging year. But I am convinced 

that we will meet the challenge. Working together, we will 

build a more prosperous, more self-sufficient, and a prouder 

America. 

# # # 
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IT IS A GREAT PLEASURE TO BE WITH YOU THIS MORNING. 

FEEL HONORED TO ADDRESS THE LEADERS OF THE SAVINGS 

AND LOAN BUSINESS: A BUSINESS WHICH IS PRINCIPALLY 

CONCERNED WITH THE HOUSING NEEDS OF THIS COUNTRY. 

THROUGHOUT MY YEARS IN CONGRESS, THERE WAS ONE 

RECURRING THEME YEAR AFTER YEAR - THE NEED FOR DECENT 

HOUSING FOR EVERY AMERICAN FAMILY. I AM PROUD TO SAY 

THAT CONGRESS RECOGNIZES YOUR EFFORTS AS THE PRIMARY 

LENDERS OF CONVENTIONAL MORTGAGE FUNDS. THE 

ADMINISTRATION IS PROUD OF THE SAVINGS AND LOAN 

BUS INES S FOR THEIR CONTINUED EFFORTS AS SPECIALISTS 

IN HOUSING FINANCE. THE HISTORY OF YOUR BUSINESS 

SPEAKS FOR I TS ELF. CAN RE CA LL MA NY TI MES WHEN THE 

U.S. LEAGUE OFFERED THEIR EXPERTISE IN REFINING AND 

BROADENING HOUSING LAWS TO BETTER MEET THE NEEDS OF 

TH IS COUNTRY. 
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HOWEVER, IN TODAY'S MARKET PLACE, YOUR INDUSTRY 

AND THE HOUSING SECTOR IN GENERAL, ARE FACED WITH 

MANY COMPLEX PROBLEMS. 

THE PROFITS OF DOOM AND GLOOM ARE PREDICTING 

HOUSING STARTS WILL PLUMMET TO THE I. 3 OR I. 4 MILLION 

LEVEL. THIS IS A DRASTIC DOWNWARD ADJUSTMENT FROM 

THE 1973 HOUSING START FIGURE OF 2 MILLION, 42 THOUSAND. 

ANOTHER AND RELATED PROBLEM FACING THE SAVINGS 

AND LOAN BUSINESS IS INFLATION. LENDERS FEEL THEY 

NEED HIGHER INTEREST RATES TO COMPENSATE FOR EXPECTED 

DIMINISHED PURCHASING POWER OF THE DOLLAR WHEN THE 

PRINCIPAL COMES BACK YEARS LATER. YET INFLATION AFFECTS 

NOT ONLY INTEREST RATES, BUT EVERYTHING ELSE - LAND, 

MATERIALS AND LABOR. IN ADDITION, INFLATION DRAINS 

THE DEMAND FOR BETTER HOUSING WHEN THE POTENTIAL 

HOMEBUYER HAS TO SPEND HIS PAYCHECK FOR FOOD, GASOLINE 

AND PRACTICALLY EVERYTHING ELSE. THE ADMINISTRATION 

IS CONCERNED, VERY CONCERNED, ABOUT INFLATIONARY 

PRESSURES. SOME SAGE ECONOMISTS START TO ADVOCATE 
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A STRAIGHTJACKET APPROACH TO MANAGING THE ECONOMY 

WHEN THE INFLATIONARY CYCLE SETS IN. I CAN ASSURE 

YOU THIS ADMINISTRATION BELIEVES THAT THE BEST 

COURSE IN THIS YEAR OF ADJUSTMENT IS TO MAINTAIN 

AS MUCH FLEXIBILITY AS POSSIBLE. WE ARE GOING TO 

RELY MAINLY ON THE ECONOMIC FREEDOM THAT PROMOTES 

HOUSING PRODUCTION INSTEAD OF CONTROLS THAT PRODUCE 

HOUSING SHORTAGES. 

IN LAST WEEK'S STATE OF THE UNION ADDRESS, 

PRESIDENT NIXON STATED THAT THIS ADMINISTRATION WILL 

NOT WAIVER FROM THE FEDERAL COMMITMENT FIRST OUTLINED 

IN THE HOUSING ACT OF '49: 11 A DECENT HOME AND A 

SUITABLE LIVING ENVIRONMENT FOR EVERY AMERICAN FAMILY." 

THE STATE OF AMERICA'S HOUSING WILL CONTINUE TO DEPEND 

ON THE STATE OF AMER I CA'S ECONOMY MORE THAN ON ANY 

. OTHER FACTOR. THE FORCES OF THE MARKETPLACE ARE THE 

FORCES THAT COUNT THE MOST -- FAMILIES WITH SUFFICIENT 

REAL INCOME AND SUFFICIENT CONFIDENCE TO CREATE AN 

EFFECTIVE DEMAND FOR BETTER HOUSING ON THE ONE HAND, 

AND BU IL DE RS AND LENDING INSTITUTIONS ABLE TO RESPOND 
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TO THE DEMAND ON THE OTHER. PRES I DENT NIXON IS MORE 

DETERMINED THAN EVER TO INCREASE THE AVAILABILITY OF 

MORTGAGE CREDIT IN THE CURRENT MARKET, TO IMPROVE 

THE OVERALL CREDIT PICTURE FOR THE LOAN DEMAND AND TO 

HELP MEET THE HOUSING NEEDS OF FAMILIES WITH LOW 

INCOMES. 

HUD SECRETARY JAMES LYNN RECENTLY ANNOUNCED A 

TWO-PRONGED ACTION TO EASE THE HOME BUILDING SLUMP. 

FHA AND VA RATES HAVE BEEN LOWERED FROM 8-1/2% TO 8-1/4%. 

ALSO, THE GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 

HAS BEEN AUTHORIZED TO COMMIT UP TO $6.6BILLION TO 

PURCHASE GOVERNMENT-BACKED MORTGAGES ON 200, 000 

UNSUBSIDIZED NEW HOUSES AND APARTMENTS AT AN ANNUAL 

INTEREST RATE OF 7-3/4%. THIS IS WELL BELOW CURRENT 

RATES ON BOTH CONVENTIONAL HOME LOANS AND THOSE 

BA C K E D B Y T HE FE D E R A L H 0 US I N G A D M I N I S T RA T I 0 N. W I TH 

THESE TWO ACTIONS, THE ADMINISTRATION FEELS CONFIDENT 

THAT A PROMPT AND FAVORABLE IMPACT ON THE HOUSING 

MARKET WILL RESULT. 



- 5 -

STILL ANOTHER PROBLEM AREA FACING YOUR BUS I NESS 

HAS BEEN MONEY. THE LAST HALF OF 1973 WAS A VERY TRY I NG 

PERIOD FOR YOUR BUSINESS, BUT NOW I UNDERSTAND 

DISINTERMEDIATION HAS ALL BUT DISAPPEARED. THE 

SHORTAGE OF FUNDS FOR LENDING HAS BEEN EASING, BUT 

INTEREST RATES ON HOME LOANS ARE STILL CONSIDERABLY 

ABOVE THOSE OF YEARS AGO. FEDERAL HOME LOAN BANK BOARD 

CHA I RMAN, TOM BOMAR, HAS PREDICTED THAT INTEREST 

RATES WILL SOFTEN SOMEWHAT AS THE YEAR GOES ALONG. 

HOPE THAT IS THE CASE. EVEN SO, I PERSONALLY BELIEVE 

THAT TODAY'S MORTGAGES ARE A WISE AND SOUND INVESTMENT. 

NOW, LET 1 S TAKE A BRIEF LOOK AT THE FUTURE OF YOUR 

BUS I NESS. DUR I NG THE LAST 8 YEARS, YOU HAVE 

EXPERIENCED THREE MONEY CRUNCH PERIODS. DURING THE 

SAME PERIOD, HOWEVER, YOU HAVE EXPERIENCED YOUR ' 

GREATEST GROWTH IN TERMS OF SAVINGS AND ASSETS. 

A DICHOTOMY, PERHAPS! A VOLUTILE BUSINESS, ABSOLUTELY! 
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IN FACT, YOUR BUSINESS REMINDS ME OF MY PRESENT 

POSITION. AFTER I GRADUATED FROM MICHIGAN, I HAD 

PROFESSIONAL FOOTBALL OFFERS TO PLAY WITH THE DETROIT 

LIONS AND THE GREEN BAY PACKERS. I DIDN'T AND LO AND 

BEHOLD I BECAME VI CE PRES I DENT. HOWEVER, MY CLOSE 

FRIEND, WHIZZER WHITE PLAYED PROFESSIONAL FOOTBALL 

AND NOW HAS A LIFETIME JOB AS JUSTICE ON THE SUPREME 

COURT. THE MORAL OF THE STORY -- PROFESSIONAL FOOTBALL 

PLAYERS WHO BECOME SUPREME COURT JUSTICES KNOW 

WHERE THEY WILL BE NEXT YEAR, WHILE COLLEGE FOOTBALL 

PLAYERS WHO BECOME VI CE PRES I DENTS ARE NOT ALL THAT 

SU RE! 

BACK TO THE FUTURE Of THE SAVINGS AND LOAN 

BUSINESS. IT IS NECESSARY FOR THRIFT INSTITUTIONS 

TO BE ABLE TO ATTRACT ON A CONTI NU I NG BASIS LONG-TERM 

FUNDS FOR THE HOUSING MARKET. KNOW THAT ONE OF THE 

BUSINESS' KEY PROPOSALS IS LEGISLATION THAT WOULD 

GIVE DEPOSITORS A TAX BREAK ON INTEREST EARNED. SUCH 

A PROPOSAL CERTAINLY DESERVES THE CONSIDERATION OF 

CONGRESS. ANOTHER TACT WOULD BE THE MORTGAGE INTEREST 
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TAX CREDIT PROPOSED BY THE PRES I DENT. UNDER THIS 

PROPOSAL, THE LARGER THE PROPORTION OF TOTAL ASSETS 

INVESTED IN RESIDENTIAL MORTGAGES, THE HIGHER THE 

TAX CREDIT UP TO 3-1/2% WHEN THE MORTGAGE PROPORTION 

OF THE ASSETS REACHES 70%. SUCH A TAX CREDIT WOULD 

BE AN I NC ENT IVE F 0 R LEND I NG I NS TIT UT I 0 NS T 0 I NV EST 

IN RESIDENTIAL MORTGAGES. 

BEFORE I GO, I WANT TO LEAVE WI TH YOU ONE THOUGHT. 

YOU ARE THE LEADERS OF THE SAVINGS AND LOAN BUSINESS 

AND IT IS UP TO YOU TO DIRECT YOUR GREAT INDUSTRY 

TO PROV I DE HO US I NG FOR ALL TYPES OF PEOPLE: IN ALL 

ECONOMIC CLASSES. THE ADMINISTRATION WANTS TO WORK 

CLOSELY WITH THE SAVINGS AND LOAN BUSINESS. WE ALL 

KNOW WHAT IS AT STAKE -- THE AMERICAN HOME - THE 

SAFEGUARD OF AMERICAN LIBERTIES. 

TRANK YOU. 




