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SPEECH BEFORR 74T I-DANF UWIWOF U.S. SAVINGS & LOAN

1
/Z.w/vm?“w“’t' WMW MONDAY, NOV. 21, 1966 - 11AM

THANK YOU FOR THAT KIND IkTRODUCfTBNT>BIT IS A GREAT
PLEASURE TO ATTEND THE 74TH ANNUAL CONVENTION OF THE UNITED
STATES SAVINGS AND LOAN LEAGUE. AS YOU KNOW, | APPEAR HERE
AS MINORITY LEADER OF THE HOUSE OF REPRESENTATIVES. LET E
SAY | AM DELIGHTED THAT AS A RESULT OF EAST-WEEK'S ELECTIONS
i, A%L“EH.MORE Oﬂ&f;:L ADER" AND LESS OF A "MINORITY.'

WHEN #E REPUBLICANS CAUCUS, WE CAN FORGET ABOUT
MEETING INMA.PHONEWBOQTHZUW%E%ﬁﬂ?ﬁ?ﬁ%ﬁgg;h ROOM INSTEAD.

w""‘"‘

YOU MAY KNOW THAT SENATOR ‘?SEg HAD BEEN ORIGINALLY
SCHEDULED TO MAKE THIS APPEARANCL, UNDERGOING <
FURTHER WORK ON HIS BROKEN HIP. 1 CAN ASSURE YOU THAT !

NOTHING MAKES ME_PROUDER THAN BEING ABLE TO STAND IN FR
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THAT GREAT AMERICAN AND THAT GREAT LEADER OF OUR PARTY IN

THE SENATE wiuror will Lindif] Zpa o ctorid e 28 e w%

b S A 2

| AM PROUD TO BE HERE. BUT | MUST ADMIT IT MAKES ME

A BIT NERVOUS TO BE IN THE PRESENCE OF MEN AND WOMEN WHO
CONTROL $130 BILLION IN ASSETS. DO YOU REALIZE THAT EVEN

A DEMOCR;TLC ADMINISTRATION HAS A HARD TIME SPENDING THAT
MUCH IN A YEAR? OF COURSE, THEY IRY. P E

Sl L / M : m

WHEN 1T COMES TO HOUSING AND BANKING LEGISLATION,” K%~

pe— P
R e R R L s

REPUBLICAN’S ROLE 1S NOT_TOO DIFFICULT WE RELY HEAVILY

B

ON ¥HE JUDGMENT OF THE RANKING REPUBL ICAN MEMBER OF THE
HOUSE BANKING COMMITTEE, CONGRESSMAN WILLIAM WIDNALL OF

e T Sa e

NEW JERSEY, AND THE OTHER REPUBLICAN MEMBERS OF THAT

__ COMMITTEE. BILL WIDNALL HAS ATTENDED MANY OF YOUR MEETINGS.

7',; IIh

HE IS RECOGNIZED AND RESPECTED ON BOTH SIDES OF THE AISLE

e
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AS A TRUE EXPERT ON HOUSING AND FINANCIAL LEGISLATION.
BILL IS A REAL FIGHTER, BUT THERE HAVE BEEN MANY OCCASIGONS
WHEN HE HAS WORKED WITH THE ADMINISTRATION ANJ THE OTHER
SIDE TO DEVELOP LEGISLATION WHICH THE ENTIRE _CONGRESS CAN

o ke

SUPPORT. A CASE IN POINT IS THE RECENT INCREASE IN THE

e e e,

CEILING ON THE INSURANCE OF SAVINGS_ ACCOUNTS_AND DEPGSITS.
[WHEN BILL WIDNALL ANNOUNCED THAT HE HAD STUDIED THE MATTER
AND WAS IN FAVOR OF THE INCREASE, OTHER REPUBLICAN HOUSE

MEMBERS SAID, "THAT'S GOOD ENOUGH FOR ME."

WE NEVER LOSE OUR PRIDE IN OUR HOME STATE. MY GOOD
FRIEND OF THE MICHIGAN LEAGUE, DON WALL, TELLS ME THAT /"
MICHIGAN'S 71 SAVINGS AND LOAN ASSOCIATIONS HAVE TOTAL\?};w
ASSETS OF $3.4 BILLION. THAT IS A 400 PERCENT INCREASE IN
JUST THE PAST DECADE. SUCH SPECTACULAR GROWTH IS A REAL

S PTIPE ~ e e s EF TS L

TRIBUTE TO THE SERVICES THAT SAVINGS AND LOAN ASSOCIATIONS

-s--—-““'
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ARE OFFERING TO THE PUBLIC, AND IT IS FlRM EVIDENCE THAT

b o PR e

THE PEOPLE IN MICHIGAN BELIEVE IN YOUR INSTITUTIONS BUT

W

THE FIGURE | AM PROUDEST OF--AND THIS, TOO, IS A GREAT
REFLECTION ON THE MICHIGAN ASSOCIATIONS--1S THAT IN THE

w’\—-&%

74 PERCENT OF OUR CITIZENS LIVING IN THEIR OVN HOMES

v§£§£$1 | AM DELIGHTED THAT ONE OF OUR OUTSTANDING DETROIT
TIZENS, HANS GEHRKE (HAUNS GER-KEY), HAS JUST BEEN
WG INSTALLED AS VICE PRESIDENT OF THIS GREAT NATIONAL ORGANI-
w“”J ATION. | KNOW HE WILL PROVIDE YOU WITH GREAT LEADERSHIP,

VindUST AS YOU RECEIVED FROM ANOTHER FINE DETROIT LEADER WHO

'$k~*WAs YOUR PRESIDENT IN IQSI--‘ALIER RAY.

(wﬁﬂ\YOUR OFFICE IN WASHINGTON ALSO DOES A GREAT JOB FOR
4¢ X AND WITH THAT, | WILL QUIT TOSSING OUT BOUQUETS.

el o o
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l MAY TOSS SOME BRICK3ATS TODAY, DESPITE THE FACT THE
CAMPAIGN IS OVER. BUT IF | DO, IT WILL BE IN THE NATIONAL

W

INTEREST AND IN THE |NTEREST OF ALL OF AMERICA'S HOMEOWNERS
ANDaTﬁ“ﬁlﬂfﬁﬁi

E"'“%‘«Umr» (o, prhiman = o

RBYUT Ao sy Knourm CAM/’ET/ TI00 :
YOU PLE ARE I[N THE BUSINESS OF LEND[NQ MONET; AND

THOSE LOANS ARE USED TO BUILD HOMES. THEREFORE TNEETOPIC

OF GREATEST INTEREST TO YOU IS TIGHT MONEY WHERE 1S MONEY

TIGHTEST?
p—

UNFDRTUNATELY AND TRAGICALLY ONE OF THE FORCES WHICH

= -—itm

PRODUCED THE TIGHT MONEY SITUATION ) THE FEDERAL GOVERNMENT
e Mombiria

" e

AND OTHE OTHERS FOR PRTVATE@MONEY,_,UQ’ 27,u“’ L
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ALL THE MONEY THE GOVERNMENT USES COMES FROM PRIVATE
SOURCES, WHETHER IT IS TAX_REVENUE OR BORROWED MONEY.

— s ' o ' S o R SRR i A

THE QUESTION OF HOW THAT MONEY IS TO BE OBTAINED INVOLVES

DEEP POLICY COJSIQEBAIJONS AND THE METHODS USED HAVE GREAT

P‘W“-”

AND VARYING IMPACT ON THE NATION'S COQOMY

wﬁ‘ﬁ &&&&&

CURRENTLY WE ARE LOOKING AHEAD TO THE 90TH CONGRESS.
AND WE HOPE TO CORRECT SOME OF THE MISTAKES OF THE 89TH
AND TO AVOID ANY FRESH ERRQRS IN THE UPCOMING TWO YEARS.

SOMETIMES WE SEE MORE CLEARLY INTO THE FUTURE IF WE
FIRST LOOK BACK AND SEE WHERE WE HAVE BEEN--ANALYZE WHAT
WE HAVE DONE.

THE AMERICAN PEOPLE HEARD MUCH TALK IN THE LAST
ELECTION CAMPAIGN ABOUT THE RUBBER STAMP 83Tl
NOW HOW DID _SUCH A TERM ORIGINATE? 3

-a-..-—-m-*“' e




LET'S REVIEA FOR A MINUTE THE PASSAGE OF WHAT'S KNOWN
M

AS THE PARTICIPATION SALES ACT OF«IQSG THIS MUESURE
TRAVERSED THE DISTANCE FROM PRESIDENTIAL RECQMMENDAJION TO

e o o R, e

LAW IN dUST 34 DAI§

BUSINESSES AS YOUR OWN

T ——— e
DEMOCRATS ON THE HOUSE BANKING AND CURRENCY COMMITTEE

ALLOTED THIS MAJOR LEGISLATION ONLY THREE HOURS OF HEARINGS
T——e Een :

AND CONDUCTED THOSE HEARINGS IMMEDIATELY AFTER RECEIVING‘

2w ra— TR e O ot e T SO T

THE ADMINISTRATION BILL REPUBLICAN MEMBERS OF THE

.1:.‘*‘4 i T e Y e S PR TR e

COMMITTEE PROTESTED BUT WERE OVER:EIDEN 'NO_OPPOSITION
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THIS OF COURSE, 1S TRAVESTY ON THE LEGISLATIVE

———

PROCESS. BUT MORE SERIOUS THAN THAT ARE THEw;MlL_Cdﬂ§§j
R R W

QUENCES OF PARTICIPATION SALES AT A PARTICULAR QMNQINRE
IN"OUR NATION'S ECONOMIC AFFAIRS AND THE Fi FURTHER POTENT I AL

S R — R
FOR EVIL IN KEEPING THIS LAW ON THE BOOKS.

A T N T RO RO (s (0% ' i P T PTG SRy e

| DEMANDED REPEAL OF THE PARTICIPATION SALES ACT

DURING THE LAST SESSION OF CONGRESS, AND | DO SO AGAIN--
e —
HERE AND NOW. o

&
e i .

sy |
WHY DO | SAY THIST | RENEW MY CALL FOR REPEAL BECAUSE

IN JUST THE FEW MONTHS THAT HAVE ELAPSED SINCE PASSAGE OF
THE PARTICIPATION SALES ACT, EXPERIENCE HAS SHOWN THIS TO

BE A DANGEROUS DEVICE WHICH TENDS TO INJURE THENATION'S

e S e

ECONOMIC HEALTH. 1T ALSO IS A MEANS OF GOVERNMENT FINANCING
WHICH |§ CDETLY.TO THE TAXPAYER. )

PO
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THE PARTICIPATION SALES ACT OF 1966 AUTHORIZED SIX
FEDERAL CREDIT AGENCIES TO SELL PRIVATE INVESTORS A MULTI-
SILLION-DOLLAR TOTAL OF PARTICIPATION CERTIFICATES--A
"BENEFICIAL INTEREST" IN AN EARMARKED PCOL OF FEDERAL

—T | - —

AGENCY ASSETS SUCH AS A GROUPING OF MORTGAGES OR LOANS

A R D AP b,

i

THE INVESTORS DON'T BUY THE ASSETS. THEY MAKE THEIR
MONEY AVAILABLE TO THE GOVERNMENT IN EXCHANGE FOR A FULL-
FAITH-AND-CREDIT PROMISE THAT THE FEDERAL GOVERNMENT WILL
REPAY THEM THEIR PRINCIPAL PLUS A LIBERAL RETURN ON THEIR
MONEY. WHAT Mé§§§ PARTICIPATION CERTIFICATES ATTRACTIVE
TO INVESTORS 1S THAT THE INTEREST RATE IS CONSIDERABLY
ﬂlgﬂgﬂ THAN THAT ON GOVERNMENT BONDS. YET THERE IS NO .

RISK SINCE THE TREASURY STANDS BEHIND THIS PAPER.

THE ADMINISTRATION WAS ENTHRALLED WITH THE PARTICIPATION
b4

S MM RS e
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CERTIFICATES PLAN BECAUSE THIS KIND OF GOVERNMENT FINANCING

T ot e P g 2,

IS NOT REFLECTED IN THE ADMINISTRATIVE BUDGET. THIS HAPPENS

it e e Ragl g e LT e T e T -

BECAUSE FUNDS RAISED BY THE AGENCIES IN CAPITAL MARKETS

Ut A S L S, s AN a2,

ARE COUNTED AS AN OFFSET AGAINST FUNDS DRAWN OUT OF THE

e e

TREASURY BY THESE AGENCIES

B e e

ANOTHER WAY TO PUT IT IS THAT PRESIDENT JOHNSON WOULD

s W D e

HAVE HAD TO CONFESS TO A PROJECTED FISCAL 1967 BUDGET
DEFICIT OF $6 BILLION LAST JANUARY IF HE HAD NOT COME UP

AT e S A o W S

WITH HIS SCHEME TO SELL $4.2 BILLION WORTH OF PARTICIPATION

R ——

CERTIFICATES.

IN RETROSPECT, THE PARTICIPATION CERTIFICATES TECHNIQUE
OF RAISING FEDERAL MONEY HAS BEEN FOUND TO HURT THE _ECONOMY
AT A TIME WHEN THERE IS EXCEPTIONALLY H;AVY_%QBROWING BY
OTHERS

———

s
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THERE SEEMS LITTLE QUESTION THAT PARTICIPATION SALES
e e ——

CONTRIBUTED TO THE TIGHTNESS OF MOkEY THIS _YEAR AND HELPED
FORCE E INTEREST RATES.

e (—

THE PRESIDENT IN EFFECT ADMITTED THIS WHEN, ON SEPT. &,
HE CALLED OFF PARTICIPATION SALES FOR THE REST OF THIS
CALENDAR YEAR AND UNTIL MARKET CONDITIONS IMPROVE MATERIALLY.

BUT IT IS CLEAR TH%T ADMINISTRATION OFFICIALS PLAN

- /]

TO RESUME PARTICIPATION SALES AS SOON AS THEY BELIEVE 1T

M

FEASIBLE TO DO SO. i

THEREFORE THE QUESTION OF WHETHER PARTICIPATION & 3

CERTIFICATES ARE A_SOUND WAY TO FINANGE ACTIVITIES OF THE

FEDERAL CREDIT AGENCIES IS STILL. VERY MUG1ALIVE_ l

bl e SO A

CONTEND THE EVIDENCE REQUIRES THAT THE PARTICIPATION SALES

Y e

ACT OF 1966 BE REPEALED IN THE BEST lNTERESTS OF THENATION.

T
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YOU WILL AGREL THAT FEDERAL CREDIT DEVICES SHOULD BEt

s il P L e e

USED TO SUPPLEMENT PRIVATE LENDING, NOT SUBSTITUTE FOR 1T.

M

FEDERAL CREDIT SHOULD BE EMPLOYED TO STIMULATE AND ENCOURAGE
PRIVATE LENDING ACTIVITY, NOT COMPETE WITH IT. :

WHAT HAS HAPPENED AS A RESULT OF THE JOHNSBN ADMINIS-
TRATION'S USE OF PARTICIPATION CERTIFICATES?

BATABLE THAT SOME_SAVINGS WHICH_NORMALLY
» . T SO = N s
WOULD HAVE FLOWED INTO SAVINGS AND LOAN ASSQGIATION:
MUTUAL SAVINGS BANKS WERE DIVERTED INTO PC'S. IN FACT,
FINANCIAL INSTITUTIONS THEMSELVES FOUND THE INTEREST RATES
ON PC'S SO ATTRACTIVE THAT THEY BOUGHT PC*S WITH FUNDS
THAT OTHERWIME MIGHT HAVE BEEN USED TO FINANGCE NEW HOUSING.

TR EA e ij

WE NOT ONLY HAVE THE GOVERNMENT DISRUPTING NORIAL

e T RN G0 S

SAVING AND LENDING ACTIVITIES WITH THIS NEW KIND OF CREDIT

T ——— =
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ANIMAL, THE PCs WE NOW HAVE THE GOVERNMENT ABOUT TO OFFER

R

AtﬁﬂPERCENT»INTEREST RETURN ON U.S. SAVINGS CERTIFICATES.

R

a——— -

AGA_L, OF COURSE, SAVINGS AND LOAN ASSOCIATIO\S AND MUTUAL

A ek |

B L A T

SAVINGS BANKS WILL BE PLACED AT A COMPETITIVE DISADVANTAGE.

B

THE SALE OF TREASURY SAVINGS CERTIFICATES THROUGH
PAYROLL SAVINGS PLANS AT INTEREST RATES GENERALLY COMPETI -
TIVE WITH THOSE OFFERED BY SAVINGS INSTITUTIONS 1S AN ALARMING

DEVELOPVENT. g

TWO NEW FACTORS STAND OUT: ONE, THESE SAVINGS CERTI-
FICATES WILL HAVE SPECIAL APPEAL FOR THE MIDDLE-INCOME WAGE
gégggR--THE B_1§§g§E OF THE SAVINGS AND LOAN INDUSTRY}
SECOND, UNLESS THE TENTATIVE BROUND RULES ARE. CHANGED, IyES;
CERTIFICATES WILL COMPETE FOR FUNDS IN THE SHORT-JERM |
Wé@ﬁél AN ENIlBELY NEW_ FORM OF GOVERNVENT COMPETITION | JTTH/

THE_PRIVATE SAVINGS INDUSTRY.
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THIS DEVELOPMENT POINTS UP THE NEED FOR A FRESH LOOK
AT THE 4- Vh PERCENT CEILING ON LONGTERM GOVERNMENT _MATURITIES,

PR SN A SRR M AN 2R e
Lo

WHICH HAS FORCED SO MUCH OF OUR TREASURY REFINANCING INTO
THE SHORT-TERM MARKET. |F, AS SOME ECO\OMISTS WARN, THE

i, WSt

PERIOD OF HIGH INTEREST RATES CONTINUES FOR A LONGLR PERI0D
THAN AT EJRST ANTICIPATED, THE NEED FOR MOVING A PORTION

_‘,‘.M.s N s b i s

OF TREASURY REFINANCING INTO THE LONGER-TERM MARKET BECOWMES
THAT _MUCH MORE AuUTE

e i d‘m

THE TREASURY DEPARTMENT NO DOUBT WILL EMPLOY FREE
"PUBLIC SERVICE" RADIO, TV AND NEWSPAPER ADVERTISING [N

T e T i o

PROMOTING ITS NEW SAVINGS CERTIFICATES. UNDER THE IMPACT
OF SUCH A TREMENDOUS ADVERTISING CAMPAIGN, SAVERS--THOSE

e M@“’* » e e P i

ELIGIBLE TO BUY THE SAVINGS CERTIFICATES--COULD SHIFT THEIR

i-w‘y,,,

ENT'RL EMPHASIS FROM SAVINGS AND LOANS TO GOVERNMENT
SAVINGS CERTIFlCATES

L e e i
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SPEAKING FOR HOUSE REPUBLICANS, | CAN ASSURE YOU THAT
EIEBI EFFORT WILL BE MADE TO GUARD AGAINST ANY SEVERE

m—wﬂm

DISLOCATIONS IN PERSONAL SAVINGS FLOW AT THIS CRITICAL

cow e AT

MM

i O T BT S D TS S ._cc.‘;-mm,u -

TO DO ANYTHING LESS

e P -..me

el Y DAL

THE UNFORTUNATE DEVELOPMENTS | HAVE DESCRIBED--HEAVY
EXPERIMENTATION WITH PARTICIPATION CERTIEICATES, AND THE

w

UPCOMING SALE OF 5 PERCENT SAVINGS CERTIFICATES--CONSTITUTE

EVENTS OF GR AVE CQNSESQEQQE FOR THE SAVINGS INDUSTRY. THEY
ADD UP TO GOVERNMENT INTERFERENCE AND COMPETITION WITH THE

w;‘uﬁ

FREE FLOW OF COMMERCE AND FINANCE AND EXPLRIMENTS IN

meﬂ- ,,_,,

i
DEBT MANAGEMENT WHICH ARE DANGEROUS FOR THE FUTURE OF THE

it o aB A TSN M W\.

NATION.
e

IN ADDITION, THE PC SCHEME IS A BLOW TO THE TAXPAYER.
LE_THE FEDERAL CREDIT AGENCIES KEEP SELLING PC’S UNTIL
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ABOUT $10 BILLION WORTH ARE OUTSTANDING, THIS WOULD COST
THE TAXPAYERS ABOUT $25Q MILLION MORF IN INTEREST OUTLAYS
IN 10 YEARS. THIS WOULD BE ADDED TO THE:IEADILY RISING
by s
IN TEREST CHARGES--NOIL_IN_EXCESS OF, [ON A YEAR--

ON THE CQEEENT_rEDERALMQEQT i

ADMINISTRATIVE BUDGET. THE DANGER“IN THIS IS_NOT ONLY THAT
THE PEOPLE ARE DECEIVED3 WE ALSO COULD HAVE A SITUATION

ol e R

IN WHICH THEMCONGRESS | TSELF WOULD BE MISLED--MISLED INTO

M
m prrrT e

VIENING THE FEDERAL BUDGET AS BALANCED IN TIMES WHEN BILLIONS

P S e o me

OF DOLLAR§MHORIH OF PC'S _ARE. OUISIANDLNB, WITH THE FULL

LR S g il

FALIH AND CREDIT OF THE FEDERAL GOVERNMENT BEHIND THE

Rt el
s ———— T
s

THERE IS DANGER, TOO, THAT FEDERAL CREDIT AGENuIES

g et oy Vg

MAY FIND IT EASY TO EXPAND THEIR LENDING PROGRAMS REGARDL_SS

M"‘ Bt S o RN
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OF MERIT. THAT 1S HARDLY GOOD BUSINESS.

s et il s MM
p—_ M-r .ﬁﬂ!“""

THE LAST FEDERAL NATIONAL MORTGAGE ASSOCIATION SALE
OF PC*'S TOOK PLACE IN JUNE. THE AMOUNT: $530 MILLION.

I éGE THAT THE JOHNSON ADMINISTRATION ABANDON ITS

com—

LARGESCALE EXPERIMENT WITH BPCZS AND RELY ON SALE OF REGULAR
TREASURY ISSUES, WITH AN INCREASE [N THE 4-1/4 PERCENT
INTEREST RATE ON LONGTERM MATURITIES TO EASE THE SHIFT

IN POLICY.

IT*S TIVE IT OCCD%BED TO THE JOHNSEN ADMINISTRATION,
100, THAT HOLDING DOWN FEDERAL SPENDING IS A BIG HELP IN

N——EE SR s S

-
HANDLING FEDERAL T e e G
——— SR SR

| ASSURE YOU THAT THE JOHNSOGN ADMINISTRATION WILL GET
ALL POSSIBLE GUIDANCE FROM REPUBLIuANS IN THE 90TH 'CONGRESS~=
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187_STRONG--IN BEATING A PATH TO FISCAL SANITY. JTHIS IS Al
A GIANT STRIDE ALONG THE PATH OF PROGRESS 2t o U,

ﬂ?,a—/
NO NATION HAS EVER SOLVED ITS ECONOMIC ILLS THROUGH
CHRONLC DEFICIT SPENDING--AND THIS NATION HAS SEEN SIX

CONSECUTIVE YEARS OF FEDERALRED INK

%*’“& ol M—" «
W

TALK OF AN INCREASE IN PERSONAL AND CORRORATE |NCONME
TAXES AS A WEAPON AGAINST INFQ&ILPN CONTINUES IN THE
d@#HSBN ADMINISTRATION.

M\B‘&l«s

YOU MAY BE SURE THAT REPUBLIGANS WILL INSIST ON DEEP
FEDERAL SPENDING CUTS AS THE BEST WAY T0 AVO!D A TAX

-ﬁ—ﬂ!‘-“"""‘

INCREASE. ACTUALLY, THE JOHNSON ADMINISTRATION SHOULD Vi

ST o 2\

HAVE PUL THIS NATLON ON A WARTIME FINANCIAL FOOTING IN /

g = TR
JANUARY, 1966 WITH, FIRST, SHARP REDUCT]ONS LN DOMESTIC ~—

EXPENDITURES AND SECOVD A TAX INCREASE 13 SPtNDING CUTS

_?’____:.,-a——-f“
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FAILED TO DO THE JOB.

NOW THERE IS DANGER THAT A TAX INCREASE WILL BE IQQ:

GR EAT A JOIL dOLT TO THE LCONOMY THERZ ARE SIGNS THAT THE
ECOJOMY IS SLOWING DONN AND THAT A TAX INCREASE AT THIS
POINT IN TIME COULD BE THE NRONG MEDICINE.

"ar'v :

IS TO VAKE Ni Now THE. DLEP SPENDING QUTS ST SHOULD HAVE BEEN
ORDERED IN EARLY 1966. X

A TAX INCREASE IN 1967 COULD BE A TRAGIC MISTAKE

v-"“" e T S A

FROM THE. BUSINESS POINT OF VIEW, A TAX INCREASE COULD
HAVE |TS GREATEST IMPACT PRECISELY WHEN BUSINESS DOES. NOT

NEED A DEPRESSANT BUT MAYBE EVEN A PEP PILL. FROM THL N
POINT OF VIEW OF THE NORKER IT WOULD TAKE AN ADDI!LQNAL
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SLICE OUT OF THE PAYCHECKS OF WAGE-EARNERS ALREADY HURT

Lo .

BY SHARP PRICE INCREASES.

FROM YOUR POINT OF VIEW, IT WOULD BE A BLQW TO THE
SAVINGS INST|TUTIONS BECAUSE IT WOULD REDUCE THE EARNINGS

RESIDUE THAT WORKERS MIGHT BE EXPECTED TO DEPOSIT IN
Co LU JRK CAPEC LPUS
SAVINGS ACCOUNTS.

YOU NO DOUBT ARE AWARE THAT SAVINGS AS A PERCENTAGE
OF GROSS DISPOSABLE INCOME DROEPED TO 4 8 PERCENT IN THE

= w

THIRD QUARTER OF THIS YEAR FROM 5.5 IN “THE SECOND QUARTER.
EZ——

IN FACT, ON A PERCENTAGE BASIS, THIS IS THE LOTEST QUARTERLY
SHONING FOR SAVI GS IN THREE YEARS.

IF PERSONAL INCOME TAXES WERE INCREASED, ANIERICANS/{mo\(”>

ST e

WOULD HAVE LESS DISPOSABLE INCOWE. THEY PROBABLY WOULD - SE

R ST A e e T

SAVE LESS. THAT CERTAINLY WOULD NOT HELP THE TIGHT MONEY

w s A —— Ve m—— : - .-
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SITUATION, PARTICULARLY WHERE THE SAVINGS AND LOANS ARE
CONCERNED.

THERE IS LITTLE DOUBT IN MY MIND THAT A TAX INCREASE
WOULD FURTHER COMPLICATE LIFE FOR You PESRLE IN THE_SAVENGS
AND LOAN BUSINESS AND WOULD PUT A FRESH SQUEEZE ON THE

HOVE BUILDING INDUSTRY BY RESTRICTING THE SAVINGS THAT
CREATE MORTGAGE™ MONEY. THIS CERTAINLY IS NOT HEALTHY AT

A TIME WHEN HOQSI NG STARIS HAVE FALLEN TO A 20»YEARJLOWV

WG“""

IN APPRAISING THE ADVISABILITY OF AN INCOME TAX INCREASE

B e

WE MUST REMEMBER, TOO, THAT A $1_BILLION INCREASE IN THE

| g T PSSR T

SOCIAL SECURITY PAYROLL TAX WILL TAKE EFFECT ON JANUARY 1

i s P T f“*’&
1967 THIS IN ITSELF WILL LIFT A BIG CHUNK OF DISPOSABLE
B e . PR

< e -‘um‘ »jA

INCOVE OUT OF THE HANDS OF THE CONSUMER AND SAVER.

T e

A BETTER COURSE THAN A TAX INCREASE IN 1967 WOULD BE g
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TO STIMULATE A SPIRLT OF THRIFT IN THE AMERICAN PEOPLE--
TO ENCOURAGE THEM TO SAVE MORE MONEY, F IN A

VINGS ACCOUNT. [T CURRENTLY AM CONSIDERING A PROPOSAL
TO DO_JUST THLS, BUT | HAVE NOT YET DECIDED WHETHER 1T

1S FEASIBLELJ
ZZ«»MW
L IHIS | PROMISE YOU. REPUBLICANS WILL DO EVERYTHING

IN THEIR PQHER TO CUT UNNEGESSARY FEDERALSPEN[}NG‘IN A

e

IONA FIDE EEEQRT TO PREVENT A TAX INCREASE NEX
TO_DAVPEN THE FJRES oF 1N INELAILQN

OF COURSE, REPUBLICANS ARE NOT YET IN THE MAJORITY IN
THE HQUSE, AND SO | CANNOT MAKE A EIRM PLEDGE THAT TAXES
WILL _NOTBE.RAILSED. WE WILL NEED, TSHALL VE SAY, SOME SWALL
MEASURE OF COOPERATION FROM THf NSON ADMINISIRA 1ONGAND

FROW DEMOCRAISVfNATHE HOUSE.
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WE ARE ENTERING UPON A MOSTCRUCIAL#PEBTOD FOR OUR
NATION IT IS A TESLING TIME A TIE WHICH DEMANDS THAT
THL NEW CONGRESS WEIGH MOST CAREFULLY EACH OF THE ECONGMIC

s Sanon e Mﬁg.—»

DECISIONS REQUIRED GF—F IN 1967.

e

MEN OF MODERATE PERSUASlON WILL HAVE A MAJOR YOICE

IN THE NEXT CONGRESS AS A RESULT OF THE 1966 ELECTIONS.
| THINK YOU CAN RELY UPON THEM TO ACTMJLSELY TO MAKE
JUDGMENTS IN THE EESI INTERESTS OF ALL THE PEOPLE

A ML " w-r-.w

IN THE NOVEMBER 8 ELECTION THE PEOPLE FLASHED A

YELLOW CAUTIQN LIGHT. THEY SAID, "SLOHxDOhN WE WANT

'ROGRESS 'BUT E WANT PROGRESS AT A PACEVIE CAN AFFORD. "
. R ] A FALETH

THE 90TH CONGRESS WILL TAKE A ULOSE LOOK AT THE dﬁHNSﬁN

M D

ADMINISTRALLON. PROGRAMS RAMMED THROUGH THE L*QL§LALJVE //ﬁﬁ\w

W‘LM

FUNNEL IN THE PAST TWO YEARS. WHERE FRESH EXAMINATION

«-:::»"""

v-"

ﬁ
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SHOWS A NEW W _PROGRAM TO Bz ILL-ADVISED, ON OUR SIDE OF THE

ik ‘&n-‘ ;-m.s. st

AISLE WE WILL MARSHALL ALL THENOTES WE CAN “ASSEVBLE TO SHUT
ooammsemssse FRRES
OFF FUNDS.

e b -

THERE WILL BE A FERMENT OF IDEAS IN THE NEthONGRESS
R - -

THIS FERMENT WILL BE-Etﬂii@EEEE§¥~PRODUCTIVE ON THE
REPUBLICAN_SIDE. AR

WE WILL REVIEWS WE WILL RnAPPBAISE, WE hILL TAKENSTOCK

o

WE WILL EXAMINE WHAT WE HAVE DONE AND DECIDE WHAT IS GOOD

SO S o R W S L ¥

AND WHAT IS NOT. WE WILL MOVE AHEAD. WE JILL NOT_STAND STlLL.

-—-—-m'md“’"w W PP T
I Mwﬂk
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ADDRESS BY REP. GERALD K. FORD, R-MICH.
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74TH_ANNUAL CONVENTION OF THE U.S. SAVINGS & LOAN LEAGUE, N.¥.C., N. Y.
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Thank you for that kind introduction. It is a great pleasure to sdttend the 74th
Annusl Convention of the United States Savinie amd Loah Leagué. As you know, I appear
here as Minority Leader of the House of Representatives. Leét me say I am delighted
that as a result of last week's elections I am now more of 4 “leader" and less of a
"minority." Next year, when we Republicans caucus, wé ban forget about meeting in a
phone booth. We can reserve 'a room irnstead.

You may know that Senator Dirksen'had been originaily scheduled to make this
appearance, but is undergoing further work on his broken hip. I can assure you 'that
nothing makes me prouder than being able to stand in for that great American and that
éreat leader of our Party in the Senate.

I am proud to be hére. But I must admit it makes me a bit nervous to be in the
preserice of men and women who contxol “5130 billion in assets. Do you realize that
even a Democratic Administration has a hard time spending that much in a year? Of
course, they try. Oh, how they try!

When it comes to housing and Bahking legislation, a Republican's role is not too
difficult, We rely heavily on the judgment of the ranking Republican member of the
House Banking Committee, Congressman William Widnall of New Jersey, and the other
Republican members of that committee. Bill Widnall has attended many of your meetings.
He is recognized and respected oﬁ both sides of the aisle as a true expert on housing
and financial legislation. Bill is a real fighter, but there have been many occasions
when he has worked with the Administration and the other side to develop legislation

H
which the entire Congress can support. A case in point is the recent increase in the

i

ceiling on the insurance of savings accounts and deposits. When Bill Widnall
announced that he had studied the matter and was in favor of the increase, other
Republican House members said, "That's good enough for me."

We never lose our pride in our home state. My good friend of the Michigan League,
Don Wall, tells me that Michigan's 71 savings and loan associations have total assets
o% $3.4 billion. That 1s a 400 percent increase in just the past decade. Such
" spectacular growth is a real tribute to the services that savings and loan associa-
tions are offering to the public, and it is firm evidence that the people in Michigan
believe in your institutioms. But the figure I am proudest of--and this, too, is a
gteat reflection on the Michigan associations--<is that in the 1960 census Michigan
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led the nation in home ownership with 74 percent of our citizens living in theyg%dvn A

;o '(‘\‘ B

. = A

homes. : e =
\\ﬁ\’ B

>

\\
I am delighted that ome of our outétanding Detroit citizens, Hans Gehrke, hag __ .-
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just been instaiied Q;'Viéé Péégiﬁén& of thisﬁgieat ﬁ:éié&gfégggsﬁffifion. I know
he will provide yéu with great leadership, Just as you receiVed from another fine
Detroit leader who was your Ptesident in 1951--Wa1ter Ray.

Your office in washingtonbéiéo does a grest job for you. Aﬁ&'with'that; I will
quit tossing out bouquets, . T}

I may toss some brickbat# today, despite th& f;cﬁ the campaign {8 over. But if
I do, it will be in the national interest and in the interest of all of America's
homeowners and taxpayers.

You people are ‘fn the: business of lending money, and those loans are used to
build homes. Therefore the topic of greatest interest to you is tight money. Where
is money tightest?: In: the home mortgage field, because it has been siphoned off for
a multitude of other uses.

Unfortunately, and tragically, one of the forces which produced -the tight money.
situation is the federal govermment.

You -and. I know that the government competes with you and .others for private morey.

- All the money the government uses comes from private sources, whether it is tax
revenue -or borrowed mouey.

The question of how that money is to be obtained involves deep policy considera-
tions, and the methods used have great and varying impact on the nation's economy.

Currently we are looking shead to the 90th-Congress, and we hope to correct some
of the mistakes of the 89th and to avoid any fresh errors in the upcoming two years.

-Sometimes we see more clearly into the future if we first look back and see
where we have been~-gnalyze what we have .done.

The American people hedrd much talk in the last election campaign about the
rubber stamp 89th Congress. Now how did such a term originate?

~Let's review for a minute the passage of what's known as the Participation Sales
Act of 1966. This measure traversed the distance from Presidential recommendation
to law in just 34 days.

In just the brief period from April 20 to May 23 this highly important piece of
legislation: cleared both Houses of Congress and was signed into law. It was literally
whisked through the Congress despite the fact that this ‘legislation carried with it
grave consequences for the economy and for such businesses as your own.

Democrats on the House Banking and Currency Committee allotted this major legis-
lation only three hours of hearings and conducted those hearings immediately after
receiving the Administration bill, Republican members of the committee protested
but were overridden: No opposition witnesses were permitted to testify.

This, of course, 1s a travesty on the legislative process. - But more serious

than that are the evil consequences of Participation Sales at a particular juncture

(More)
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in our nation's economic affairs and the further potential for evil in keePing this
law on the books. |
| I demanded repeal of the Participation Sales Act during the lgst session of
Congress,'and 1 do so again--here and now,,

Why do I say this? I renew my call for vepeal because in just thg few months
that have elapsed since passage of the Participation Sales Act, experience has shown
this to be a dangerous device which tends to injure the nation's economic health.

;t also 13 a means of government financing,which\is costly to the taxpayer.

The Participation Sales Act of 1966 authorized six federal credit agencies to
§e11 private investors a multi-billion-dollar total of participation certificates--a
ﬁbeneficial interest' in an earmarked pool of federal agency assets such as a grouping
of mortgages or loans.

The investors don't buy the assets. They make their money available to tﬁe
government in exchange for a full-faith-and-credit promise that the federal govern-
ment will repay them their principal plus a liberal return on their money. What makes
Earticipation Certificates attractive to investoxrs is that the interest rate is |
considerably higher than that on government bonds. Yet there is no risk, since the
Treasury stands behind this paper.
| The Administration was enthralled with the Participation Certificates plan
because this kind of government financing is not ref}ected in the adminiatratiVe
budget. This happens because funds raised by the agencies in capital markets are
counted as an offset against funds drawn out of the Treasury by these agencies.

Another way to puyt it is that President Johnson would bgve h;d to confess to a
projected fiscal 1967 budget deficit of $6 billion last January if he had not come up
with his scheme to sell $4.2 billion worth of Participation Certificates.

In retrospect, the Participation Certificates technique of raising federal money
has been found to hurt the economy at a time when there is exceptionally heavy
porrowing by others.

There seems little question that Participation Sales contributed to the tightness
of money this year and helped force up interest rates.. |
; The President in effect admitted this when, on September 8, he céllea off
Participation Sales for the rest of this calendar year and unt;l market conditions
improve materially.

But it is clear that Administration officials plan to resume Participation Sales
as soon as they believe it feasible to do so.

Therefore the question of whether Participation Certificates are a sound way to

finance activities of the federal credit agencies is still very much alive. I contend

the evidence requires that the Participation Sales Act of 1966 be repealed in the

‘best interests of the nation. (More)
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You will agree that federal credit devices should be used to supplement private
lending, not substitute for it. Federal credit should be employed to stimulate and
encourage private lending activity, not compete with it,

What has happened as a result of the Johnson4Adm1nis§ration‘s use of Participa-
tion Certificates?

It seems undebatable that some savings which normally would have flowed into
savings and loan associations and mutual savings banks were diverted into PC's. In
fact, financial institutions themselves found};he interest rates on PC's so attractivwe
that they bought PC's with funds that otherw;sg might have been used to finance new
housing.

‘We not only have the government disrupting normal saving and lending activities
Qith this new kind of credit animal, the PC; we now have the government about to
offer a 5 percent interest return on U.S. savings certificates., Again, of course,
savings and loan associations and mutual savings banks will be placed at a competitive
disadvantage.

The sale of Treasury savings certificates through payroll savings plans at
interest rates generally competitive with those offered by savings institutions is
an alarming development.

Two new factors stand out: One, these savings certificates will have special
appeal for the middle-income wage earner--the backbone of the savings and loan
industry; second, unless the tentative ground rules are changed, these certificates
will compete for funds in the short~term market, an entirely‘new.form of government
competition with the private savings industry.

This development points up the need for a fresh look at the 4% percent ceiling
on longterm government maturities, which has forced so much of our Treasury
refinancing into the short~term market. If, as some economists warn, the period of
high interest rates continues for a longer period than at first anticipated, the
@eed for moving a portion of Treasury refinancing into the longer-term market becomes
éhat much more acute.
| The Treasury Department no doubt will employ free "public service' radio, TV and
newspaper advertising in promoting its new savings certificates., Under the impact of
such a tremendous advertising campaign, savers~-those eligible to buy the savings
certificates--could shift their entire emphasis from savings and loans to government
savings certificates.

Speaking for House Republicans, I can assure you that every effort will be made
to guard against any severe dislocations in personal savings flow. At this critical
time in our nation's economic affairs, we cannot afford to do snything less.

The unfortunate developments I have described--heavy experimentation with

(More)
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Participation Certificates, and the upcoming sale of 5 percent savings certificates--
constitute events of grave conséquence for the savings industry. They add up to
government interference and competition with the free flow of commerce and finance,
and experiments in debt management which are dangerous for the future of the nation.

In;addition, the PC schéme is a blow to the taxpayer. If the federal credit
agencieé keep selling PC's until about $10 billion worth are outstanding, this would
cost the taxpayers about $250 million more in interest outlays in 10 years. This
would be added to the steadily rising interest charges--now in excess of $13 billion
a year--on the current federal debt.

I've mentioned that PC's distort the federal government's administrative budget.
The danger in this is not only that tlie people are deceived, We also could have a
situation in which the Congress itself would be.misled~-misled into viewing the
federal budget as balanced in times when billions of dollars worth of PC's are out-
standing, with the full faith and credit of the federal government behind them.

There is danger, too, that federal credit agencies may find it easy to expand
their lending‘programs regardless of merit. That is hardly good business. -

The last Federal National Mortgage Association sale of PC's took place in June.
The amount: $530 million, - : '

.I urge that the Johnson Administration abandon its largescale experiment with
PC's and rely on sale of regular Tteasury issues, with an increase in the 4% percent
interest rate on longterm maturities to ease the shift in policy.

It's time it occurred to the Johnson Administration, too, that holding down
federal spending is a big help in handling federal credit.

I assure you that the Johnson Administration will get all possible guidance from
Republicans in the 90th Congress-~-187 strong--in beating a path to fiscal sanity.
This 1s a giant stride along the path of progress.

No Qation has ever solved its economic ills through chronic deficit spending--
and this nation has seen six consecutive years of federal red ink.

Talk of aniincréase in personal and corporate income taxes as a weapon against
inflation continues in the Johnson Administration.

You may be sure that Republicans will insist on deep federal spending cuts as
the best way to avoid a tax increase. Acutally, the Johnson Adminis;ratiog should
have put this nation on a wartime financial footing in January 1966 with, first,
sharp reductions in domestic expenditures and, second, a tax increase if spending
cuts failed to do the job.

Now there is danger that a tax increase will be too great a jolt to the economy.
There are signs that the economy is slowing down and that a tax increase at this

point in time could be the wrong medicine.

(More)
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.Tﬁe.sﬁfést éoﬁfgé, and I beiiéve‘fﬁé #dﬁisabie‘éou;ée,'1é'to‘;£ké"now fﬂé deep
spending cuts that should have been ordered in early 1966

A tax increase in 196? could be a tragic mistake.

From the business point of view, a tax increase could héve its greatest ‘impact
precisely when business does not need a depressant but maybe even a pep pill, From
the point of view of the wurker, it would take an additional slice out of the pay-
checks of wage earners already hurt by sharp price increases. | |

From your point of view, it would be a blow to the saviggs 1nstitucions because
it would reduce the earnings residue that workers might be expected to deposit in
savings accounts. | | |

You no doubt are aware that savings‘as a percentége‘;f gross disposable income
dropped to 4.8 percent in the third quarter of‘this‘yéar‘froﬁ ;.3 percent in the
second quarter. In fact, on a §ercentage basis, this ié the lowest quarteriy showing
for savings in three yearé. |

If personal income taxes were increased, Americans would have less disposable
income, They probably‘would save less. That certainly wéuld not help the tight
money situation, particularly where the saﬁings and loans are concerned.

There is little doubt in my mind that a tax increase would further compliéate
life fof yoﬁype;ﬁle in the savings and ioan busineés and would put a fresh squeeze
on the home buiiding industry by restricting the savings that create mortgage money.
This certainly is not healthy at a time when housing starts have fallen to a 20-year
low.

In appraising the advisability of an income tax increase, we must remember,too,
that a §1 billion increase in thé Social Security payroll tax will take effect on
January 1, 1967. This in itself will 1ift a big chunk of disposaﬁle income out of
the hands of the consumer and saver.

A better course than a tax increase in 1967 would be to stimulate a spirit of
thrift in the American’people--to encourage them to save more mone§; plunk it down
in a savings account. I currently am considering a propdsal tong just this, but I
have not yet decided whether it is feasible.

This I promise you. Republicans will do evetything in their power to cut
unnecessary federal spending in a bona fide effort to prevent a tax increase next
year and to dampen the fires of inflation.

0f course, Republicans are not yet in the majority in the House, and so I cannot
make a firm pledge that taxes will not be raised. We will need, shall we say, some

small measure of cooperation from the Johnson Administration and from Democrats in

the House. ; £ o

We are entering upon a most crucial period for our Nation. It is a testing time,
3 o

(More) it
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a time which demands that the new Congress weigh most carefully each of the economic
decisions required of it in 1967.

Men of moderate persuasion will have a major voice in the next Congress as a
result of the 1966 elections. I think you can rely upon them to act wisely, to make
Judgments in the best interests of all the people.

In the November 8 election the people flashed a yellow caution light. They said,
"Slow down; we want progress, but we want progress at a pace we can afford."

The 90th Congress will take a close look at the Johnson Administration programs
rammed through the legislative funnel in the past two years. Where fresh examination
shows a new program to be ill-advised, on our side of the aisle we will marshall all
fhe votes we can assemble to shut off funds.

There will be a ferment of ideas in the new Congress.

This ferment will be particularly productive on the Republican side.

We will review; we will reappraise; we will take stock., We will examine what
we have done and decide what is good and what is not, We will move ahead. We will
not stand still.

In the next Congress Republicans will be a force to be reckoned with, We will
develop our own positions on the major issues of the day--Vietnam, inflation, tight
money, and crime.
| With greater strength comes greater responsibility. This is good for the
Republican Party and this is good for the Nation.

The people were the real winners in the 1966 elections. They gave new meaning
to democracy. They revived the two-party system. They reestablished the Congress
as an independent branch of government,

Once again the American people have demonstrated their great good sense. And

for that we can all be grateful. Thank you.
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Thank you for that kind inttoduétioﬁ; it ia a great pleasure to attend the 74th
Annual Convention of the United Stateés Savings and Loan league. As you know, I appear
here as Minority Leader he HiP’e of Representatives. Let me say I am delighted
that as a result ofmlection‘l am now more of a "leader" and less of a
"minority." Next year, when we Republicans caucus, we can forget about meeting in a
phone booth. We can reserve a room instead.

You may know that Senator Dirksen had been originally scheduled to make this
appearance, but is undergoing further work on his broken hip. I can assure you that
éothing makes me prouder than being able to stand in for that great American and that
great leader of our Party in the Senate.

I am proud to be here. But I must admit it makes me a bit nervous to be in the
presence of men and women who control $130 billion in assets. Do you realize that
even a Democratic Administration has a hard time spending that much in a year? Of
course, they try. Oh, how they try!

When it comes to housing and banking legislation, a Republican's role is not too
difficult. We rely heavily on the judgment of the ranking Republican member of the
House Banking Committee, Congressman William Widnall of New Jersey, and the other
R;epublican members of that committee. Bill Widnall has attended many of your meetimr
He is recognized and respected on both sides of the aisle as a true expert on housing.
a?d financial legislation. Bill is a real fighter, but there have been many occasions
when he has worked with the Administration and the other side to develop legislation
which the entire Congress can support. A case in point is the recent increase in the
ceiling on the insurance of savings accounts and deposits. When Bill Widnall
announced that he had studied the matter and was in favor of the increase, other
Republican House members said, "That's good enough for me."

l We never lose our pride in our home state. My good friend of the Michigan League,
Dén Wall, tells me that Michigan's 71 savings and loan associations have total assetsj
of $3.4 billion. That is a 400 percent increase in just the past decade. Such
spectacular growth is a real tribute to the services that savings and loan associa-
tions are offering to the public, and it is firm evidence that the people in Michigan
believe in your institutions. But the figure I am proudest of--and this, too, is a
great reflection on the Michigan gssociations--is that in the 1960 census Michigan
lgd the nation in home ownership with 74 percent of our citizens living in theigyéii533f>
homes.

* 1 am delighted that one of our outstanding Detroit citizens, Hans Gehrke, has

]



just been installed as Vice Presideng of this great national diganization. I know
he will proviée you with great leadership, jgat as you received from another finme

Detroit leader who was your President in l9$1--Wh1ter=Ray:” o

e
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Your office’ m-ﬁdahiageeﬁ also d5es o joat* §eb for you. "Aud with that, I will
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auit tossing out bouquets. A
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I may toss some grigg g today, deepite the fact the edmpatgn ie over. But if
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I do, it will be in the’ nat%onal imcerelt and in the intereht of all of America's

homeowners and taxpayets. 0, 3100 W

You People are in the business of lending money, and those loans are used to

build homes. Therefore the topic of greatest interest to you is tight momey. Where
1s money tighteat? In the home mortgage field, because it has been ‘siphoned off for

a multitude of othet uses.

2503 &3 o

Unfortunately, and tragically, one of the forces which produced' the tight money

(S

gituation is the federal govermment, . .. .. ,,.. . %
You and I know that the government competes with: you: and others for private morey.
At
All the money the government uses comes from private sources, whéther it is tax

revenue or borrowed money.
The question of how that money is to be obtained involves deep policy considera-

tions, and the methods used have great and varying impact on the nation's economy.

ENLI

Cutrently we are looking shead to the 90th Congress; and we hope to corzect some

‘ r

of the mistakea-of the 89th and to avoid any fresh errors in the upcoming two years.

Sometimes we see more clearly into the future if we first look back and see
where we have been--analyze whet we have done.

The American people heard much talk in the last election campaign about the
rubber ctamp 89th consreee. Now how did such a term originate?

Let s review for a minute the passage of what's known as the Partiéipation’ Salea

Act of 1966. This measure ttaveraed the distance  from Presidential recommendation

U L1 > AT

to law 1n just 3 daya.

-c

In just the brief period from April 20 to Mgy 23 this highly important piece of
legislation cleared both Houses of Congress and.was signed into law. It was literally
whisked through tme COngtess despite .the fact that this legislation carried with it I
grave consequences for the economy and for such businesses as your own. '~ ¢

Democrats on the House Banking and Currency Committee allotted this major legis~
lation only three houge‘of hearings and conducted those hearings :immediately after’
receiving the Administration bill. Republican members of the comnittee protested
but were overridden. No opposition witnesses were permitted to testify.

This, of course, is a travesty on the legislative process. But more serious

than that are the evil consequences of Participation Sales at a particular juncture

(More)



-3~
in our nation's economic affairs and the further potential for evil in keeping this
law on the books. C S . -

I demanded repeal of the Participation Sales Act during the last session:ef
Congress, and I do so again~-here and now.

Why do I say this? 1 renew my call for repeal because in just the few months
éhat have elapsed since passage of the Participation Sales Act, experience has shown
this to be a dangerous device which tends to injure the nation's economic health.

It also is a means of government finmancing which is costly to the taxpayer.

The Participation Sales Act of 1966 authorized six federal credit agencies to
sell private investors a multi-billion-dollar total of participation certificates--a
Ybeneficial interest' in an earmarked pool of federal agency assets such as a grouping
of mortgages or loamns.

The investors don't buy the assets. They make their money available to the.
government in exchange for a full-faith-and-credit promise that the federal govern~ .
ment will repay them their principal plus a liberal return on their money., What makes
Participation Certificates attractive to investors is that the interest rate is
considerably higher than that on government bonds. Yet there is no-risk, since the
Treasury stands behind this paper.
| The Administration was enthralled with the Participation Certificates plan
because this kind of government financing is not reflected in the administrative
budget. This happens because funds raised by the agencies in capital markets are
counted as an offset against funds drawn out of the Treasury by these agencies.

Another way to put it is that President Johnson would have had to confess to a
projected fiscal 1967 budget deficit of $6 billion last January if he had not come up
with his scheme to sell $4.2 billion worth of Partjicipation Certificates.

In retrospect, the Participation Certificates technique of raising federal money
has been found to hurt the economy at a time when there is exceptionally heavy
borrowing by others.

There seems little question that Participation Sales contributed to the tightness
of money this year and helped force up interest rates.

The President in effect admitted this when, on September 8, he called off
Participation Sales for the rest of this calendar year and until market conditions
improve materially.

But it is clear that Administration officials plan to resume Participation Sales
as soon as they believe it feasible to do so.

Therefore the question of whether:Participation Certificates are a'sound,wayﬂto

finance activities of the federal credit agencies is still very much alive. I contend

the evidence requires that the Participation Sales Act of 1966 be repealed in the

best interests of the nation.
(Morxe)
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YQu will agree that federal credit devices should be used to supplement private
lending, ﬁof substitute for it. Federal cfedit should beremployed to stimulate and
éncourage private lending activity, not compete with it.

What has happened as a result of the JobnsQn Administration's use of Participa-
tion Certificates?

It seems undebatable that some savings which normally would have flowed into
savings and loan associations and mutual savings banks were diverted into PC's. In
fact, financial institutions themselves found the interest rates on PC's so attractive
that they bought PC's with funds that otherwise might have been used to finance new
housing.

We not only have the government disrupting normal saving and lending activities
with this new kind of credit animal, the PC; we now have the government about to
offer a 5 percent interest return on U.S, savings certificates. Again, of course,
savings and loan associations and mutual savings banks will be placed at a competitive
disadvantage.

The sale of Treasury savings certificates through payroll savings plans at
interest rates generally competitive with those offered by savings institutions is
an alarming development.

Two new factors stand out: One, these savings certificates will have special
appeal for the middle-income wage earner--the backbone of the savings and loan
industry; second, unless the tentative ground rules are changed, these certificates
will compete for funds in the short~-term market, an entirely new form of government
competition with the private savings industry.

This development points up the need for a fresh look at the 4% percent ceiling
on longterm government maturities, which has forced so much of our Treasury
refinancing into the short-term market. I1f, as some economists warn, the period of
ﬁigh interest rates continues for a longer period than at first anticipated, the
qeed for moving a portion of Treasury refinancing into the longer-term market becomes
that much more acute.

The Treasury Department no doubt will employ free “'public service'" radio, TV and
newspaper advertising in promoting its new savings certificates., Under the impact of
such a tremendous advertising campaign, savers--those eligible to buy the savings
certificates~-could shift their entire emphasis from savings and loans to government
savings certificates.

Speaking for House Republicans, I can assure you that every effort will be made
?o guard against any severe dislocations in personal savings flow. At this critical
time in our nation's economic affairs, we cannot afford to do anytﬁing iess.’

The unfortunate developments I have described-~heavy experimentation with

(More)
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Partiéipatibn certifiéates; and the upcoming sale of 5 percent savings certificates--
constitute events of grave consequence for the savings industéi;w iﬁey~add up to
government interference an& competition with the free flow of commerce and finance,
and experiments in debt management which are dangerous for the future of the nation.

In addition, the PC scheme is a blow to the tgxpayef. If the federal credit
agencies keep selling PC's until about $10 billion worth are outstanbing, this would
cost the taxpayers about $250 million more in interest outléys in 102years. This
ﬁould be added to the steadily rising interest charges--now in excess of $13 billion
a year--on the current federal debt.

I've mentioned that PC's distort the federa1 government's administrative budget.,
The danger in this is not only that the people are deceived. We also could haVe.a
situation in which the Congress itself would be misled--misled into viewing the
federal budget as balanced in times when billions of dollars worth of Pc;s are out-
standing, with the full faith and credit of the federal government behind them.

There is danger, too, that federal credit agencies may find it easy to gxpand
their lending programs regardless of merit. That is hardly good business.

The last Federal National Mortgage Association sale of PC's took place in June.
The amount: $530 million.

I urge tpgt the Johnson Administration abandon its largescale experiment with
PC's and rely én sa}e‘of regular Treasury issues, with an increase in the 4% percent
ipte;est rate on lpngterm maturities to ease the shift in poliey.

It's time it occurred to the Johnson Administration, too, that holding down
federal spending is a big help in handling federal credit.

I assure you that the Johnson Administration will get all possible'guidance from
Republicans in the 90th Congress--187 strong;-in beating a path to fiscal sanity.
This is a giant stride along the path of progreés.

No nation has ever solved its economic ills through chronic deficit spending~--
and this nation has seen six consecutive years of federal red ink.

Talk of an increase in personal and corporate income taxes as a weapon against
inflation continues in the Johnson Administration.

You may be sure that Republicans will insist on deep federal spending cuts as
the best way to avoid a tax increase. Acutally, the Johnson Administration should
have put this nation on a wartime financial footing in January 1966 with, first,
sharp reductions in domestic expenditures and; sécond, a tax increase if spending
cuts failed to‘do‘the job.,

Now there is danger that a tax increase will be £0o great a jolt to the economy.
There are signs that the economy is slowing down and that a tax increase at this

point in time could be the wrong medicine.

(More)
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The safesg'course, and I believe the advisable course, is to make now the deep
spending cuts that should have been ordered in early 1966,

A tax increase in 1967 could be a tragic mistake,

From the business point of view, a tax increase could have its greatest impact
precisély when mgﬁ’t need a depressant but maybe even a pep pill. From
the point of view of the worker, it would take an additional slice out of the pay-
checks of wage earners already hurt by sharp price increases.

From your point of view, it would be a blow to the savings institutions because
it would reduce the earnings residue that workers might be expected to deposit in
savings accounts.

You no doubt are aware that savings as a percentage of gross disposable income
dropped to 4.8 percent in the third quarter of this year from 5.3 percent in the
second quarter. In fact, on a percentage basis, this is the lowest quarterly showing
for savings in three years,

If personal income taxes were increased, Americans would have less dis?psable
income. They probably would save less. That certainly would not help the tight
money situation, particularly where the savings and loans are concerned.

There is little doubt in my mind that a tax increase would further complicate
life for you people in the savings and loan business and would put a fresh squeeze
on the home building industry by restricting the savings that create mortgage money.
fhis certainly is not healthy at a time when houéing starts have fallen to a 20-year
low.

In appraising the advisability of an income tax increase, we must remember,too,
that a $1 billion increase in the Social Security payroll tax will take effect on
January 1, 1967. This in itself will lift a big chunk of disposable income out of
the hands of the consumer and saver.

A better course than a tax increase in 1967 would be to stimulate a spirit of
thrift in the American people--to encourage Fhem to save more money, plunk it down
in a savings account. I currently am considering a proposal to do just this, butAI
have not yet decided whether it is feasible.

Ihis I promise you. Republicans will do everything in their power to cut
unnecessary federal spending in a bona fide effort to prevent a tax increase next
year and to dampen the fires of inflation.

Of course, Republicans are not yet in the majority in the House, and so I cannot
make a firm pledge that taxes will not be raised. We will need, shall we say, some
small measure of cooperation from the Johnson Administration and from Democrats in
the House,

We are entering upon a most crucial period for‘our Nation: It is a testing time,

(More)
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a time which demands that the new Congress weigh most carefully each of the economic
decisions required of it in 1967.

Men of moderate persuasion will have a major voice in the next Congress as a
result of the 1966 elections. I think you can rely upon them to act wisely, to make
judgments in the best interests of all the people.

In the November 8 election the people flashed a yellow caution light. They said,
"Slow down; we want progress, but we want progress at a pace we can afford."

The 90th Congress will take a close look at the Johnson Administration programs
rammed through the legislative funnel in the past two years. UWhere fresh examination
shows a new program to be ill-advised, on our side of the aisle we will marshall all
the votes we can assemble to shut off funds,

There will be a ferment of ideas in the new Congress.

This ferment will be particularly productive on the Republican side.

We will review; we will reappraise; we will take stock, We wili exanmine what
we have done and decide what is good and what is not. We will move ahead. We will
not stand still.

In the next Congress Republicans will be a force to be reckoned with. We will
develop our own positions on the major issues of the day~--Vietnam, inflation, tight
money, and crime,

With greater strength comes greater responsihility. This is good for the
Republican Party and this is good for the Nationm.

The people were the real winners in the 1966 elections. They gave new meaning
to democracy. They revived the two-party system. They reestablished the Congress
as an independent branch of government.

Once again the American people have demonstrated their great good sense. And

for that we can all be grateful. Thank you.
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