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FOR IMMEDIATE RELEASE JULY 2, 1975

OFFICE OF THE WHITE HOUSE PRESS SECRETARY

THE WHITE HOUSE

REMARKS OF THE PRESIDENT
UFON SIGNING OF.-

D d:"

1:55 P,M. EDT
Let me make a comment or two.

First, distinguished Members of the Congress,
Secretary Hills, distinguished members of labor and
industry, and particularly the housing industry:

Obviously, I am very, very pleased to sign
into law H.R. 5398, the Emergency Housing Act of 1975.
This proposed legislation which I will sign into law
embodies basically the compromise provisions which
we worked out with the House and the Senate.

I commend the Members of the Congress on
both sides of the aisle and at both ends of the Capitol
for quickly enacting this meaningful and I think
effective housing legislation. This is an excellent
example of the way in which the Congress and the
Executive Branch can and should work together in the
best interest of the American people.

This Administration is committed to a prompt
recovery of the housing industry and to getting
construction workers back on the job. Both of these
objectives and actions are crucial to our overall PECrryes
economic recovery, AN <
This legislation provides an additional $10 =
billion of mortgage purchase authority to the Government N2
National Mortgage Association, which will be available,
if required, to sustain the housing recovery presently
underway. It also expands other types of housing

construction, including condominiums.

~ A,‘.r"

The bill also meets the problem of mortgage
foreclosures head-on. It provides standby authority
for the Secretary of Housing and Urban Development to
co-insure loans made by lending institutions to preclude
mortgage foreclosures on homes whose owners are in
temporary financial difficulty.

I hope and trust that the cooperation between
the Congress and the Executive Branch shown by the
effective action in this legislation, will continue
in the future on other badly needed legislative proposals.

END (AT 1:57 P.M, EDT)
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I am pleased to sign into law H.R. 53938, the 4:
Emergency Housing Act of 1975. This Act embodies Gﬂ/
the alternative approach which I urged at the time

of my veto of H.R. 4485 last Tuesday.

I commend Members of Congress of both parties for

quickly enacting meaningful and effective housing

legislation. This is an excellent example of the

way in which‘the Congress and the Executive Branch
can-—-and should--work together in the best

interests of the American people.

This Administration is committed to a prompt
recovery of thé housing industry and to getting
construction workers back on the job. Both of
these actions are crucial to our overall economic

recovery.

This legislation provides an additional $10 billion
of mortgage purchase authority to the Government
National Mortgage Association which will be

available if required to sustain the housing



Tecovery presently under way. It also expands
coverage to other types of housing construction,

including condominiums.

Last week I directed Secretary Hills to release

$2 billion in GNMA mortgage purchase funds. As a
result of the swift enactment of this new housing
bill by the Congress, those funds will be released
at an interest rate of 7-1/2 percent. Condominium
mortgages will also be eligible, thus assisting

a hard-pressed sector of the housing indusﬁry.
These funds will finance an estimated 65,000 units

of housing and provide jobs for the building trades.

The bill meets the pfoblem of mortgage foreclosures
head on. It provides standby authority for the
Secretary of Housing and Urban Development to
co-insure loans made by lending institutions or to
make morégage relief payments to other lenders to
preclude mortgage foreclosures. Presently, mortgage
foreclosures and defaults have remained level,

at rates less than those which prevailed during

the mid-1960s, indicating that private lenders are

cooperating with homeowners. However, if foreclosure



rates rise significantly, this legislation will
enable us to act quickly to keep owners from losing

their homes.

I hope the cooperation between the Congress and
the Executive Branch shown in this legislation will

continue in other badly-needed measures.
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STATEMENT BY THE PRESIDENT

I am pleased to sign into law H,R. 5398, the Emergenc
Act of 1975, This Act embodies the alternative approach\whigk

urged at the time of my veto of H. R, 4485 last Tuesday.

I commend Members of Congress of both parties for quickly enacting
meaningful and effective housing legislation. This is an excellent
example of the way in which the Congress and the Executive Branch can--
and should--work together in the best interests of the American people,

This Administration is committed to a2 prompt recovery of the housing
industry and to getting construction workers back on the job. Both of
these actions are crucial to our overall economic recovery,

This legislation Provides an additional $10 billion of mortgage purchase
authority to the Government National Mortgage Association which will
be available if required to sustain the housing recovery presently
under way. It also expands coverage to other types of housing con-
struction including condominiums,

Last week I directed Secretary Hills to release $2 billion in GNMA
mortgage purchase funds, As a result of the swift enactment of this
new housing bill by the Congress, those funds will be released at an
interest rate of 7-1/2 percent. Condominium mortgages will also be
eligible, thus assisting a hard-pressed sector of the housing industry.
These funds will finance an estimated 65,000 units of housing and
pro¥ide jobs for the building trades.

The bill meets the problem of mortgage foreclosures head on. It
provides standby authority for the Secretary of Housing and Urban
Development to co-insure loans made by lending institutions or to make
mortgage relief payments to other lenders to preclude mortgage fore-
closures. Presently, mortgage foreclosures and defaults have remained
level, at rates less than those which prevailed during the mid-1960's,
indicating that Private lenders are cooperating with homeowners. How-
ever, if foreclosure rates rise significantly, this legislation will enable
us to act quickly to keep owners from losing their hames.,

I hope the cooperation between the Congress and the Executive Branch
shown in this legislation will continue in other badly-needed measures.
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FOR IMMEDIATE RELEASE July 2, 1975

Office of the White House Press Secretary

THE EMERGENCY HOUSING ACf OF 1975 (H.R. 5398)

President Ford today sIBfied the Emergency Housing Act of 1975.
When he vetoed H.R. 4485, an action sustained by the House of
Representatives, the President urged enactment of alternative
housing legislation.

Thls Act includes provisions addressing mortgage foreclosure,
and expands the mortgage purchase programs of the Government
National Mortgage Association (GNMA or Ginnle Mae), as recom-
mended by the President at the time of his veto.

BACKGROUND

A housing recovery is now clearly under way from the depressed
levels of the last year. During this period, $15.5 billion,
including $2.0 billion released last week, has been committed

by the Federal government -- an unprecedented level of financial
Support to the housing industry. H.R. 5398 continues this
effective program.

FEATURES OF THE EMERGENCY HOUSING ACT OF 1975

1. Extension of the GNMA Mortgzage Purchase Program

H.R. 5398 expands the Emergency Home Purchase Assistance Act
of 1974, enacted at the President's urging in Cctober. This
bill:

- increases the GNMA mortgage purchase authority by $10
billion and extends the 1974 Act's expiration date to
July 1, 1976;

- fixes a mortgage interest rate celling of 7-1/2% under
thls program;

—— expands coverage to include condominium mortgages.

2. Mortgage Foreclosure Relief

The Act provides the Secretary of Housing and Urban Development
with standby authority to assist homeowners facing foreclosure
by :

—— co-insuring loans or credits advanced by lending
institutions;

- making mortgage relief payments to lenders on behalf
of eligible homeowners.

more
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Mortgage foreclosures and defaults have remained level demon-
strating that private lenders are cooperating with homeowners
during this temporary economic situation, indicating no present
need for mortgage foreclosure relief assistance. Foreclosure
rates are less than the rates which prevailed during the
mid-1960s.

3. Other Provisions of the Act

In addition to the foregoing, the Emergency Housing Act of
1975 includes several provisions added by the Congress:

—— extending the low interest rehabilitation loan program
to July 1, 1976 and providing a $100 million authori-
zation, subject to the appropriation process;

- extending for seven months the deadline for applications
for financial assistance to correct defects in certain
homes insured under the National Houslng Act;

- deferring until January 1, 1976, a prohibition against
mortgage loans on certain properties located in flood
prone areas of communities not participating in the
Federal Flood Insurance Program.

# # # #



Mr. Cannon

STATEMENT ON HOUSE ACTION SUSTAINING THE
HOUSING VETO

PRESIDENTIAL PRESS CONFERENCE

Wednesday, June 25, 1975

-1 -

| COMMEND THE ‘HOUSE OF REPRESENTATIVES FOR ITS VOTE TO
SUSTAIN MY VETO OF THE HOUSING LEGISLATION,

THIS VOTE DEMONSTRATES A GROWING SENSE OF FISCAL
RESPONSIBILITY IN THE CONGRESS AND THE REALIZATION BY AN
INCREASING NUMBER OF CONGRESSMEN THAT ECONOMIC RECOVERY NEED NOT

BE BOUGHT AT THE PRICE OF UNWISE LEGISLATION AND COSTLY INFLATION,



S5

| AM PREPARED TO WORK WITH THE CONGRESS IN REACHING
OUR COMMON OBJECTIVES: A REVITALIZED HOUSING INDUSTRY, MORE
JOBS IN CONSTRUCTION, AND‘A SOUND ECONOMY. I AGAIN URGE
THE CONGRESS TO EXTEND FOR ANOTHER YEAR THE EMERGENCY HOME PURCHASE

ASSISTANCE ACT OF 1974 AND TO EXPAND IT BY ANOTHER 7.75 BILLION

DOLLARS AS QUICKLY AS POSSIBLE,
_ 5 -

TO HEAD OFF POSSIBLE FORECLOSURES OF HOMES WHOSE OWNERS
ARE TEMPORARILY OUT OF WORK, I AGAIN ASK THE CONGRESS TO ACT
EXPEDITIOUSLY ON LEGISLATION INTRODUCED BY CONGRESSMEN LUD ASHLEY
OF OHIO AND GARRY BROWN OF MICHIGAN AND OTHERS TO PROVIDE

MORTGAGE PAYMENT RELIEF LOANS AND CO-INSURANCE FOR LENDERS WHO

REFRAIN FROM SUCH FORECLOSURES.



-4 -

TOGETHER, WE WILL MEET AND SOLVE THESE PROBLEMS,

END OF TEXT




FOR IMMEDIATE RELEASE JUNE 24, 1975

OFFICE OF THE WHITE HOUSE PRESS SECRETARY

THE WHITE HOUSE

REMARKS OF THE PRESIDENT
UPON VETOING H.R. 4485
THE EMERGENCY HOUSING ACT OF 1975

THE BRIEFING ROOM
3:05 P.M. EDT

I would like to make a relatively short state-
ment, and then Secretary Hills will follow with an
extensive briefing.

To help speed the recovery already underway in
the housing industry, whose health is absolutely vital
to our overall economic recovery, I have today directed
Secretary Hills, head of Housing and Urban Development,
to release $2 billion in previously authorized Federal
funds to assist in the purchase of home mortgages.

This action will immediately make new mortgage
money available to home buyers. To help put more workers
in the building trades back to work, I am requesting the
Congress to authorize an additional $7 billion 750 million
for this program and to extend it for another year until
July 1, 197s.

To prevent the possibility of foreclosures on
homes whose owners are temporarily out of work, I am also
requesting the Congress to move as rapidly as possible on
legislation introduced by Congressman Lud Ashley of Ohio
and Congressman Garry Brown of Michigan, and others, to
provide mortgage payment relief loans and co-insurance
for lenders who refrain from such foreclosures.

This legislation will protect home owners and
head off needless foreclosures. The steps I have
announced today are the best way to meet the problems of
housing in this country at the present time.

I am, therefore, vetoing H.R. 4485 because it
will hamper the recovery now underway and will add to the
oversize Federal deficit.

Now, let me introduce Secretary Hills, who will
fill you in on my proposals to protect home owners,
stimulate home building and provide more jobs for the
building trades.

Secretary Hills?

END (AT 3:09 P.M. EDT)
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THE WHITE HOUSE

THE EMERGENCY HOUSING ACT OF 1975 (H.R. U4485)
FACT SHEET

President Ford today vetoed the Emergency Housing Act of 1975.
Simultaneously, the President directed the Secretary of the
Department of Housing and Urban Development to release the
remaining $2.0 billion in mortgage purchase authorilty availlable

to t?e Government National Mortgate Association (Ginnle Mae or
GNMA) .

The President adivsed Congress that he would support alternatilve
housing legislation to extend and expand the Emergency Home
Purchase Assistance Act, enacted at his request in October 1974.

BACKGROUND - HOUSING INDUSTRY NOW IMPROVING

During 1974 housing starts declined markedly. To help stem

this decline, GNMA has committed to purchase federally-insured
mortgages at below market interest rates down to 7-3/4%. 1In
October a bipartisan majority of Congress enacted the Emergency
Home Purchase Assistance Act which extended the GNMA mortgage
purchase authority to include home loans which are not federally
insured ~- so-called "conventional" mortgages. In all, GIMA has
committed $13.5 billlon to purchase nortgages with below narket
interest rates. To date, $3 billion of these mortgages have
actually been purchased; $1 billion in commitments have been
cancelled by the recipients; and the other $10 billion in
commitments remaln in the hands of rtgage lenders and is
available to support the sale of n¢w fomes.

The unprecedented level of mortgage purchase support activity =--
$13.5 billion over the past year, $9.0 billion since October --

is contributing to the housing recovery which is now c¢ilearly
under way.

In addition, the President's 1976 Budget proposes Federal support

for 400,000 units of housing under the new Lower Income Housing
Assistance Program.

Also, Congress recently enacted a tax credit for buyers of R
unsold housing, at a cost of $750 million. N

Signs of the housing recovery include:

- as the rate of inflation has declined markedly, savings - -
deposits in the nation's thrift institutlons have
soared to record levels during 1975 =-- up $19.7 billion
in the first five months, nearly four times the increase
during the comparable 1974 period and a third higher
than in the previous record year (1972)

- new home sales increased 25% in April -- the largest
increase in 12 years

-- home buillding permits jumped 24% in April and an
additional 9% in May

nore
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--  housing construction starts gained 14% in May

“en mortgage interest rates have dropped significantly
from record highs of last summer.

Nonetheless, further improvement will be necessary to return
housing to a strong, healthy state. The President‘’s release
of the additional $2.0 billion in GNMA funds will supplement
the forces of recovery.

OBJECTIONABLE FEATURES OF THE HOUSING ACT OF 1975

The President advised the Congress that H.R. 4485 would increase
the Federal deficit by over $1.0 billion in Fiscal Year 1976

and increase Federal expenditures by more than $2.0 billion over
the 1life of the program. In addition to the budget impact, the

President cited other specific defects:

Housing Construction Subsidy

The bill contains three new housing subsidies: (1) $1,000
homeownership grants, (2) subsidy payments, to be phased out
over six years, which could reduce mortgage interest rates to
6%, (3) a mortgage purchase assistance program with interest
rates set at 7%. Depending upon the choice a buyer made, sub--
sldies would be worth up to $3,000, or in some sltuations as
high as $6,500,

This approach is unsound and misgulded because

- the legislation could not be immediately implemented
due to time needed for appropriations, regulatlions,
and training --- many familles would postpone purchases
walting for new subsidiles:

- even when finally implemented, the bill would not have
the impact predicted, since most of those assisted would

have purchased without assistance -~ additional starts
would number 50,000-80,000, not 400,000 as claimed by
proponents;

- the leglslation would prescribe interest rates well
below the level needed for a sound and healthy housing
industry: mortgage interest rates have not been as low
as 6% in 10 years - in 1973, starts exceeded 2 million
when interest rates were in excess of 7-1/2%;

" the 6% subsidy would be difficult to terminate; despite
the phase out provisions in the bill, intense pressures
would develop for extending the subsidy once purchasers
were faced with higher mortgage payments:

- the bill would create enormous inequity among citizens
of different regions of the country -- benefitting
persons with incomes in excess of $25,000 in some areas
while precluding persons with incomes as low as $6,000
in other areas.

Other Objectionable Provisions

Other provisions of the bill would reverse decisions made last
year in the Housing and Community Development Act of 1974 after
the most comprehensive review of Federal housing policy ever
conducted. These provisions would

s extend the deep homeowner interest subsidies
(Section 235) which Congress last year decided
to phase out:

more
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- extend and expand the rehabilitation loan program

which was consolidated last year into the community
development block grant program;

- divert rental assistance funds from the newly-

authorized program of lower income rental housing
(Section 8),

Also, the President indicated that the bill's mortgage fore-

closure relief provision relied unnecessarily upon government
funding and administration.

ALTERNATIVE HOUSING APPROACH

Instead of the scattergun approach embodied in H.R. 4485, the
President recommended other approaches to stimulate housing
recovery and to deal with mortgage foreclosures.

EXTENSION OF THE GNMA MORTGAGE PURCHASE PROGRAM

The release of the $2 billion in mortgage purchase assistance
funds exhausts the statutory amount authorized in the Emergency

Home Purchase Assistance Act of 1974. The President supports
legislation which would

- extend the mortgage purchase act, scheduled to expire
on October 18, 1975,

-- lncrease the GNMA mortgage purchase authority by
$7.75 billion,

- extend coverage to include multi-family apartment
and condominium mortgages, the area of the housing
industry that 1s most depressed;

-- modify the statutory language which mandates a
fluctuating mortgage interest rate that has caused
confusion and uncertainty in the housing industry.

MORTGAGE RELIEF LEGISLATION

During the recent period of economic recession, mortgage
delinquencies -~ i.e., late submission of monthly payments --
have risen. However, mortgage foreclosures and defaults

have remained level confirming survey reports that private
lenders are cooperating with homeowners during this temporary
economic situation, indicating no present need for mortgage
foreclosure relief assistance.

- while delinquencies have increased during the past
year at the nation's thrift institutions, the level

is st11l significantly below that which prevailed
during the early 60's;

- foreclosure rates have held steady at about one-half

of one percent -- less than the rates prevalling
during the mid-1960's.

The President would support appropriate standby legislation

of a temporary nature that could be quickly implemented should
foreclosure rates rise significantly. Such legislation would
co-insure lenders who forebear against losses they might
sustain because of eventual non-payment. Legislation which
includes authority for a co-insurance program has already

been introduced in the Congress.

more



BUDGETARY I:{PACT

Full implementation of the bill would result in the following
outlays:

FY
Transition Total Thru
FY 1976 Quarter FY 1977 FY 1977

(illions of dollars)

Title I

Eome Purchase

Assistance 1/ 714 180 534 1,428
Title II

Foreclosure Relief 250 125 125 500
Title III

Rehabilitation Loans 60 5 _60 125
Total ........... 1,024 310 71¢ 2,053

1/ Assumes recipients select the home purchase assistance option
carrying the largest subsidy

# # &+ #



PRESIDENTIAL STATEMENT OPENING PRESS BRIEFING, TUESDAY,
JUNE 24, 1975

To help speedbthe recovery already underway in the housing
industry, whose health is V..ltal to our overall economic recovery,
I have today directed the Secretary of Housing and Urban Development,
Carla Hills, to release $2 billion in previously-authorized Federal
funds to assist in the pur?:ha’se of home mortgages. This action will
immediately make new mortgage money available to home buyers.

To help put workers in the building trades back to work, I am

T e et

requesting the Congress today to authorize an additional $7. 75 billion

W% 5/f7('

for this program and to extend it for another year pastite—Oetober
SXpirationrdete.

To prevent the possibility of foreclosures on homes whose
owners are temporarily out of work, I am also requestiﬁg the Congress
to move as rapidly as possible on legislation introduced by Congressman

Lud Ashley of Ohio and Congressman Garry Brown of Michigan and



others to provide mortgage payment relief loans and co-insurance
for lenders who refrain from such foreclosures. This legislation will
protect homeowners and head off needless foreclosures.
\
I beliewe ‘he steps I have announced today are the best way to
meet the problems of housing in this country. I am therefore, vetoing

H. R. 4485 becuase it will {awrThe the recovery now underway.

Now I want to introduce Secretary Hills who will {ill you in
vv/k P I v~ /zvr;qas%-@rq/ iy égmb—g, M
on the detdtls and be available for your questions. M

Arstan €y

Thank you.
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THE WHITE HOUSE

TO THE HOUSE OF REPRESENTATIVES:

I am today returning, without my approval, H.R. 4u85,
the proposed Emergency Housing Act of 1975.

After careful examination of this bill and its provisions,
it is my considered judgment that H.R. 4485, due to 1its cost,
ineffectiveness, and delayed stimulus, would damage the housing
industry and damage the economy. :

This Administration is committed to a prompt recavery of
the housing industry and to getting the construction workers
back to work -- which are cruclal-.elements in our overall
economic recovery. '

To reaffirm my commitment to such prompt recovery and my
support of the existing Federal mortgage assistance program,
I am today directing the release of the remaining $2 billion
in these funds and requesting Congress to authorize another
$7.75 billion in this assistance for housing. I will also
support a workable plan to prevent mortgage foreclosures for
home--owners who are out of work.

But H.R. 4485 is not acceptable for these reasons:

e It could not be implemented without substantial
delay, and probably would actually provide a
disincentive to some home purchases. Consequently
it would delay for months putting construction workers
back to work.

- It is in some respects inequitable. In some areas
of the country, families with $25,000 of income
could qualify for benefits, while in other areas
of the country, families with $6,000 of income
could not qualify.

.~  The levels of mortgage subsidies (down to 6% in
some cases) would give some buyers an excessive
benefit at the taxpayers' expense,

naen For the modest benefits that might come in housing,
this bill is too expensive -- over $1 billion 1n
additional Federal expenditures in FY 76, and more
in years to come.

This bill's provisions for the protection of home--owners
who are presently unemployed or under-employed due to our economic
conditions and who face foreclosure on thelr homes, though well
intentioned, unnecessarily place the Federal government in the
retall loan-making business as a sole means of relief., Depository
institutions have a stake in avolding foreclosures and should be
active participants in any such mortgage payment relief program.

I believe there is a better way both to stimulate jobs 1n
construction and to provide standby protection for homeowners who
may be threatened by foreclosure:

more
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1. To add impetus to the industry's recovery and to put
the building trades back to work, I am today directing
the Secretary of Housing and Urban Development to make
available, immediately, under existing law, $2 billion
previously authorized for mortgage purchase assistance.

We know this program works, and this action will make
new mortgage money available immediately from thrift
institutions and other lenders. But since the mortgages
the Federal government purchases can be later resold,
the cost to the Federal government 1s relatively low ---
$60 million for FY 76.

2. To continue this effective tandem authority program, I
propose that Congress extend this program beyond its
explration date in October., and to expand it to cover
conventionally financed multi-family housing. including
condominiums. In addition, I request authorization
from Congress to put $7.75 billion more into this
program to insure financing is avallable if needed %o
sustaln the recovery of the housing industry.

3. To protect home-owners against foreclosure, I
commend the efforts of the sponsors of legislation
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 to co-insure lenders who refrain from fore--
closing on home-owners who are temporarily out of
work. We want to preserve the good relationshilp
between the home-owner and the bank or other insti-
tution which holds his mortgage -~ and at the same
time provide some fiscal protection to the lender who
assists a home~owner.

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

During the current calendar year, 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,/

ot

{ -

There are now strong indications that new home constructi§n
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 Aprll and an
additional 9 percent in May. Also in May, housing starts -
which represent not only new homes but new jobs --- rose sharply.

These favorable trends, however, do not mean that we
have overcome our problem in housing. To the contrary. the
level of home construction 1s still too low, and I fully
agree wlth those who belleve that a swift recovery in housing
is a prime objective of national economic policy.

more
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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 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, and expanded 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, it falls to extend the
current law, inecrease its authorization or effect any other
improvements. Worse, it would authorize a variety of new and
untried subsidles, 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 over $1 billion
to the fiscal 1976 deficit and ultimately cost more than
$2 billion. An addition to the budget of this magnitude to
benefit a few home-buyers is inequitable as well as costly.

It 1s 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
tends to drive up interest rates and depress housing construction.
I believe that budgetary restraint is a key element in our effort
to instill the kind of consumer confidence in the future that
is essential to a vigorous housing market.

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
achleving these objectives.

First, the levels of subsidy provided are excessively
deep and costly. Under H.R. 4485, mortgages would be heavily
subsidlzed so that they could bear lower interest rates than
any previously avallable 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 1if A
i1t could be immediately implemented. Although supporters of ' -
H.R. U085 have claimed that it would produce hundreds of b
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
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 subslidles which would be authorized in-
clude new approaches that have never been tried before. To

more
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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

the country with them. Even given top priority, months could

be required before implementation 1s 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 walt until

the subsidies become availlable.

Fourth, the bill has long-term impacts and implications
that are lnappropriate and undesirable for an "emergency"
measure. One of the subsidy options included in the bil
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 belleve 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
approach works as intended, it would require substantial
government outlays in future years when the economy may be

operating at full capacity with inflatlonary 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 1s 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 dlscrepancies 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 undesirable
changes 1n our housing and community development laws. For
example, the bill would extend the homeownership program
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 Congress 1tself 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 certaln
State agency housing projects assisted under Section 236
of the National Housing Act.

Finally, the foreclosure provision of H.R. 4485 is too
limited in_1its mechanlism for providing relief. This provision
reflects the concern that mortgage foreclosures may soar during
the recession. To date, no such trend has developed because
private lenders have been cooperating with home--owners through
forebearance and common sense arrangements. In fact, fore-
closures rates have remalned stable —-- actually, at a level

lower than that experienced during the mid-1960s.

Nonetheless, I can appreciate the desire of Congress to
enact leglislation, and I will support legislation which would

more



*»

5

protect home--owners from loss of thelr homes due to temporary
economlc hardship and which recognizes the provisions of such
relief 1s both a matter of concern for the federal government
and the depository institutions or other mortgagees involved.

Good housing is one of our greatest national assets, and
our objective was and 1is to assist in the recovery of the
housing construection industry and to help get the building

trades workers back to their productive and meaningful skills.
I shall be glad to work with the Congress toward this objective.

GERALD R. FORD

THE WHITE HOUSE,
June 24, 1975.
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THE WHITE HOUSE
WASHINGTON

August 12, 1975

MEMORANDUM FOR JACK MARSG\\

FROM JIM CANNON:
SUBJECT OLD DOMINION SAVINGS AND LOAN:
FEDERAL 1E LOAN MORTGAGE CORPORATION

CAPITAL REQUIREMENTS

PURPOSE: You forwarded for our review the attached
correspondence from Old Dominion Savings and Loan (Tab A)
complaining that the Federal Home Loan Mortgage Corporation's
(FHLMC) $5 million capital requirement for participating
private mortgage insurance companies is arbitrary and restricts
the entry of smaller companies into the industry. This
memorandum provides brief background to the capital

requirement issue and attaches a response for your

signature (Tab B).

BACKGROUND: FHILMC purchases mortgages insured by private
mortgage insurance companies (PMIs). By statute, FHLMC is
required to establish eligibility requirements for
participating PMIs. Under the FHILMC regulations, eligible
PMIs must meet capital requirements of $5 million. The
mortgage insurance industry at large has, according to FHLMC,
viewed the $5 million as a minimum which should be raised.
Recent entries into the national mortgage insurance business
have been capitalized at multiples of the FHLMC requirement.

Three small PMIs capitalized at well under $5 million are
complaining that the requirement is discriminatory. These
companies are Secura Insurance, Mid Atlantic and Home
Guaranty (the subject of the attached request).

RECOMMENDATION: FHLMC is a quasi regulatory agency under the
Federal Home Loan Bank Board. The issue is a regulatory
matter which has been brought to the attention of the
Counsel's office. I suggest you sign the attached
acknowledgement. Counsel's office (Chapman) concurs.

ACTION: The attached response is for your signature (Tab B).




THE WHITE HOUSE

WASHINGTON

August 30, 1975

Dear Fred:

Thank you very much for your letter of July 17 regarding
the Federal Home ILoan Mortgage Corporation's capital
requirements for private mortgage insurance companies.

It seems to me that your comments have great merit, and

I am hopeful that an appropriate resolution of the
problem.can be found. ‘ . . ,

As you know, the Federal Home Loan Banking Board and the
Federal Home Loan Mortgage Corporation are quasi-regulatory
agencies, and it is our policy to work through the office
of ‘Philip Buchen, Counsel to the President, in resolving.
matters relating to them. I have talked with Phil about
your letter, and I am sure he will look into the matter.

. I very much appreciate your bringing this matter to my
attention. *

With best wishoes and warm personal regards,

Sincerely,

John 0. Marsh, Jr.
Counsellor to the President

Mr. Fred L. Glaize, Jr.

Old Dominion Savings and Loan Association
Post Office Box 826

202 West Boscawen Street

Winchester, Virginia . 22601
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