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OMB shares the concerns of CEA and the Council on Wage
and Price Stability but has been informally advised that
a veto would seriously jeopardize chances for passage

of the Financial Institutions Act, the most objectionable
features of the Title have been watered down, and the
requirements will be imposed only for a period of four
years pending further studies and experience.

Additional background information is provided in OMB's
enrolled bill report at Tab A.

OMB, Max Friedersdorf, Bill Seidman, Counsel's Office
(Lazarus) and I recommend approval of the enrolled bill
and issuance of the attached signing statement explaining
your conccerns about Title ITII. The statement has been
cleared by Paul Theis.

RECOMMENDATION

That you sign S. 1281 at Tab B.

That you approve the signing statement
at Tab C.

Approve m Disapprove







EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

DEC 2 6 1975

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill S. 1281 - Depository institutions

Sponsor - Sen. Proxmire (D) Wis., Sen. Brooke (R)
Mass. and Sen. Stevenson (D) Ill.

Last Day for Action

December 31, 1975 - Wednesday

Purgose

To extend the authority of Federal financial regulatory agencies
to regulate interest rates on deposits; to extend the life of
the National Commission on Electronic Fund Transfers; and to
require financial institutions to disclose by geographic area
the number and dollar amount of home mortgage loans.

Agency Recommendations

Office of Management and Budget Approval (Signing
Statement attached)

Department of Housing and Urban

Development Approval
Federal Deposit Insurance Corporation Approval(Informally)
Federal Home Loan Bank Board Approval
Department of the Treasury No objection
National Credit Union Administration No objection
Federal Reserve Board No objection (Informally)
Department of Justice _ No objection (Informally)
Council of Economic Advisers Disapproval
Council on Wage and Price Stability Disapproval (Informally)
Discussion

The enrolled bill consists of three separate titles which
correspond to the three purposes listed above.




Title I extends to March 1, 1977, the authority (popularly
known as "Regulation Q") by which the various Federal finan-
cial regulatory agencies set interest rate ceilings on deposits
in the financial institutions under their respective juris-
dictions. Without this legislation, the authority would

lapse December 31, 1975.

Regulation Q has held down the amount of funds in financial
institutions by limiting the interest rates they can offer
savers. It has also been used to insure that savings (thrift)
institutions, whose assets are mostly long term mortgages,
can continue to attract funds by offering higher interest
rates than commercial banks, whose loans and deposits tend

to be shorter in maturity. Under existing law, financial
regulatory agencies are able to adjust the interest differen-
tial between these two types of depository institutions ad-
ministratively. This differential has been one quarter of

a percent since 1973.

Title I of S. 1281, however, would permit the elimination or
reduction of the existing quarter point interest rate differen-
tial but only after the approval of Congress had been given in
a concurrent resolution, in effect a "legislative veto." The
title further provides that where the differential is lessened
or eliminated for any category of account, the interest rate
established for commercial banks could be no higher than the
rate previously established for thrift institutions.

Previous extensions of Regulation Q have been routine, but this
year the Administration opposed the continuation of interest
rate ceilings and differentials. This opposition was based on
substantive arguments against arbitrary ceilings and on the
Administration's desire to get the Congress to focus on the
Financial Institutions Act (FIA) (S. 1267), a major part of
your regulatory reform program. That legislation would grad-
ually phase out Regulation Q over five and a half years and
permit all financial institutions greater freedom to offer a
variety of loans and services and to pay competitive, rather
than regulated, rates of interest to all depositors. The Senate
passed the FIA on December 11, but the House has only begun
hearings.

When it became clear that some action was necessary before year
end, the Administration requested a simple six-month extension
of the present Regulation Q authorities. The enrolled bill
extends the regulation for 15 months. Although it does not,
per se, mandate an interest rate differential, by setting up

a new "legislative veto" obstacle, the bill makes the reduction
or elimination of the existing differential very difficult and
problematic.



Although the Administration would have preferred a shorter
extension, the affected agencies and we believe that the
problems posed by the extension of Regulation Q, the main-
tenance of the interest rate differential, and the legisla-
tive veto provision are not of sufficient magnitude to
warrant withholding approval. We will continue to push
for Congressional enactment of the Financial Institutions
Act prior to March 1977.

Title II authorizes the extension of the National Commission
on Electronic Fund Transfers by providing that the interim
and final reports of the Commission be submitted within one
and two years, respectively, from the date of Senate confirma-
tion of the Commission's chairperson rather than from the date
the Commission was established in October 1974. The Commis-
'sion has the responsibility to study the impact of the emerging
electronic fund transfer technology on the nation's banking
industry. On October 6, 1975, you nominated Mr. William
Widnall to be chairperson of the Commission and he was con~
firmed on October 29, 1975.

Title III, which at one time was a separate bill, is cited
as the Home Mortgage Disclosure Act of 1975. The intent of
this title is to allow individuals and public officials to
detect discriminatory practices in the granting of home
mortgages based upon geographic factors (commonly known as
"redlining"). The title contains the disclaimer that it is
not intended to encourage unsound lending practices or the
allocation of credit. Depository institutions operating
within a standard metropolitan statistical area (SMSA) and
with assets over $10 million would be required to compile
and make easily accessible for public inspection the number
and dollar value of mortgage and home improvement loans which
were originated or purchased during the institution's last
fiscal year. Loan disclosure information would have to be
itemized by

-- census tracts (or, if this is impracticable, by
zip code) for loans secured by property within
the SMSA;

~- Federally insured or guaranteed loans:; and

-- non-owner occupant mortgagors.

The above information would have to be maintained and publicly
available for five years.



Regulations would be prescribed by the Federal Reserve Board
(FRB) and enforcement would be the responsibility of the
cognizant Federal financial regulatory agency, including the
Federal Deposit Insurance Corporation (FDIC), the FRB, the
Comptroller of the Currency, the Federal Home Loan Bank

Board (FHLBB), the Federal Savings and Loan Insurance Corpora-
tion and the National Credit Union Administration (NCUA).

This authority would take precedence over inconsistent State
law, as determined by the FRB, but would not exempt any
State~chartered institution from compliance with the State's
recordkeeping and disclosure laws. The FRB may exempt State-
chartered institutions where State law is substantially equal,
in effect and compliance, to this authority.

The FHLBB would be required

-- to develop, in consultation with the Bureau of
the Census and other Federal financial regulatory
agencies, methods for matching addresses and
census tracts, in order to facilitate compliance
by depository institutions with this title;

-- to contract for assistance; and

-- to recommend to the Senate and House Banking
Committees such additional legislation as the
Board deems appropriate to carry out this title.

The FRB, in consultation with the Secretary of Housing and
Urban Development, is directed to conduct a study of, and to
report to the Congress within three years on the question of
whether depository institutions located outside SMSA's should
be subject to the disclosure provisions of this title. To
carry out the above cited responsibilities of the FHLBB, the
bill authorizes the appropriation of such sums as may be nec-
essary. The effective date and the expiration date of this
title are, respectively, 180 days and four years after the
date of enactment.

The issues raised in Title III are quite complex and highly
controversial. The legislation received Congressional support
in part because a number of well documented studies in major
cities have shown that, prima facie, "redlining" does occur.
While the practice violates regulations of the FHLBB, it is
difficult to prove in fact because lending institutions must
take into account a number of factors before making a loan

and it is difficult to determine which one is most significant.




Thus proponents of this bill have argued that disclosure is
the only feasible means of revealing a pattern of possible
discriminatory practices and discouraging their continuation.

The Administration has repeatedly opposed Title III, noting
that the enactment of this measure would impose an additional
Federal reporting burden upon depository institutions by
requiring them to compile, match and array loan information
by census tract. In addition, Administration officials have
expressed the concern that this new disclosure requirement
could be the precursor to credit allocation laws, notwith-
standing the disclaimer of credit allocation contained in
the title. Industry sources testified that these additional
reports would further complicate their paperwork burden and
lead to higher operating and lending costs, although the ex-
tent of additional costs was disputed by proponents of this
legislation.

Several States have recently enacted similar disclosure re-
guirements, but it is too early to tell whether or not the
information obtained has produced any real benefit. It may
in fact be more misleading than meaningful, because the
information disclosed will reveal what has happened but not
necessarily why. The availability of mortgage funds and the
desire to avert risky investments will always influence
financial institutions' willingness to lend money on the
collateral of inner-city real estate, independent of the
racial or ethnic character of the neighborhood.

The majority of agencies recommend approval or have registered
no objection; however, the Council on Wage and Price Stability
and the Council of Economic Advisers are opposed.

Your signature on this bill may be interpreted as acquiescence
to further Federal incursions into the private sector and the
further proliferation of unnecessary paperwork. However, we
recommend that you do not withhold approval of the bill for
the following reasons. We have been advised informally by
Treasury officials that a veto would seriously jeopardize

the Administration's chances for passage of the Financial
Institutions Act. Further, a number of the most objectionable
features of Title III have been watered down or removed in
conference, and these requirements will be imposed only
temporarily (four years) pending further studies and experience.



If you approve the bill, we suggest that you issue a statement
explaining your concerns about Title III and indicating that

if the consequences become too burdensome, you will transmit
amending legislation. A proposed signing statement is attached.

Assistant Director

for Legislative Reference

Enclosures



THE DEPUTY SECRETARY OF THE TREASURY
WASHINETON, D.C. 20220

DEC 22 175

Director, Office of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Attention: Assistant Director for Legislative
Reference

Sir:

Reference is made to your request for the views of
this Department on the enrolled enactment of S. 1281,
"To extend the authority for the flexible regulation of
interest rates on deposits and share accounts in depository
institutions, to extend the National Commission on '
Electronic Fund Transfers, and to provide for home mortgage
disclosure." o

Title I of the enrolled enactment would extend
Regulation Q until March 1, 1977. Title I would also
prohibit the elimination or reduction of interest rate
differentials which were in effect on December 10, 1975
for deposits or accounts between banks insured by the
Federal Deposit Insurance Corporation, savings and loans
and other institutions insured by the Federal Savings and
Loan Insurance Corporation, and mutual savings banks unless
there was congressional approval. Title II would provide that
the interim and final reports of the National Commission
on Electronic Fund Transfers be submitted within one and
two years, respectively, from the date of the confirmation
by the Senate of the Chairperson. Title III would require
depository institutions to make available to the public
information concerning home mortgage loans.

The Department has no objection to a recommendation
that the enrolled enactment be approved by the President.

Sincerely yours,



THE DEPUTY SECRETARY OF THE TREASURY
WASHINGTON, D.C. 20220

December 22, 1975

Director, Office of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Attention: Assistant Director for Legislative
Reference

Attached is our official enrollment memoranda
covering S. 1281.

I just want to make it clear that the Treasury's
decision to express no objection to the President's
approval of this bill does not indicate agreement with
the provision of Title I which restricts the power
of the regulatory authorities to eliminate or reduce
interest rate differentials without Congressional
approval. My testimony details our objections to this
provision.

We also objected to the provisions of Title III.

My concern has been fully expressed in the record.
However, it is my judgment that the President should
not veto the bill which has other desirable features in
Title I and Title II. The issues do not rise to the
level of importance of a veto action.

Attachment



FEDERAL. HOME LOAN BANK BOARD

WASHINGTON, D. C. 20552

FEDERAL HOME LOAN BANK
SYSTEM

320 FIRST STREET N.W. FEDERAL HOME LOAN
MORTGAGE CORPORATION
FEDERAL SAVINGS & LOAN
INSURANCE CORPORATION

OFFICE OF
GENERAL COUNSEL

December 23, 1975

James M, Frey

Assistant Director for Legislative
Reference

Office of Management and Budget

Washington, D, C. 20503

Dear Mr, Frey:

This is in response to your Enrolled Bill Request of December.
19, 1975, concerning S. 1281, an Act to extend the authority for flexible
regulation of interest rates on deposits and share accounts in depository
institutions, to extend the National Commission on Electronic Fund
Transfers, and to provide for home mortgage disclosure,

Title I of the Bill provides for an extension of rate control
authority until March 1, 1977 and requires that the interest rate dif-
ferential for any category of deposits or accounts which is in effect
on December 10, 1975 between (1) banks insured by the Federal Deposit
Insurance Corporation and (2) institutions insured by the Federal Savings
and Loan Insurance Corporation and mutual savings banks as defined in
section 3(f) of the Federal Deposit Insurance Act may not be eliminated
or reduced without the concurrence of Congress.

Title II provides that the interim and final reports of the National
Commission on Electronic Fund Transfers be submitted within one and two
years, respectively, from the date of the confirmation by the Senate of
the Chairperson or of the appointment by the President of an acting
Chairperson.

Title III, the Home Mortgage Disclosure Act of 1975, establishes
procedures for compiling and making public information regarding the
mortgage lending of depository institutions having a home or branch
office located within a standard metropolitan statistical area, Pur-
suant to any necessary regulations promulgated by the Board of Governors
of the Federal Reserve System the Act requires such institutioms to clearly
and conspicuously disclose by census tracts, where readily available
at a reasonable cost, or otherwise by Zip code, the number and total
dollar amount of residential mortgage and home improvement loans originated




James M. Frey
Page Two

or purchased during the fiscal year immediately preceding the effective
date of Title III of the Act, These disclosures are to bé made available
at the home office of such institutions and at least one branch office
within each standard metropolitan statistical area in which such institu-
tions have an office, Additionally, the Act makes provisions for studies
to be undertaken under the auspices of the Board regarding the feasibility
of requiring depository institutions outside of standard metropolitan
statistical areas to be subject to the Act and for the Board to develop,
or assist in the improvement of, methods of matching addresses and census
tracts to facilitate compliance with the Act. Finally, the Act provides
for an effective date one hundred eighty days after enactment and exempts
from the Act depository institutions having total assets of ten million
dollars or less.

The Board supports the amended version currently enrolled.
We recognize the importance of continued interest rate control and
the creation of a mechanism for Congressional review of agency decisions
to eliminate or reduce rate differentials. Both measures will importantly
help to insure the economic stability of institutions subject to the
Board's jurisdiction. Furthermore, the field of electronic fund transfers
is complex and will require detailed study. We thus support the granting
of an extension of time to the National Commission to enable it to prepare
reports. Finally, the Board supports Title ITI, as amended. Although
we have reservations regarding the use of census tracts rather than Zip
codes as the index, the qualification as to use of census tracts only
when readily available at reasonable cost lessens our objections. Addi-
tionally, the Board is willing to assist in meeting the objectives of the
Act by developing improved methods of matching addresses and census tracts
and by studying the feasibility and usefulness of extending the Act to
depository institutions not located within standard metropolitan statistical
areas.

Thus, in conclusion, the Board supports enactment of Enrolled
Bill S. 1281.

Sincerely,

- Glha o E Dl

Charles E, Allen
General Counsel



NATIONAL CREDIT UNION ADMINISTRATION
Washington, D.C. 20456

Office of General Counsel

Decembe23, 1975

Mr. James Frey

Assistant Director for
Legislative Reference

Office of Management and Budget

Washington, D.C. 20503

Dear Mr. Frey:

This is in response to your request for comments on
the enrolled bill S.1281.

This Administration has no objection to its approval.

The - estimated additional costs to NCUA for the enforce-
ment provisions of Sec. 305(b) (3) are $25,000 per year.
These costs result from the requirement that NCUA enforce
the disclosure requirements of Title III on all state
chartered credit unions as well as Federal credit unions.

General Counsel






Title II of the enrolled bill would amend title II of the Act

of October 28, 1974 (P.L. 93-495) to provide that interim

and final reports of the National Commission on Electronic

Fund Transfers be submitted within one and two years, respectively,
from the date of the confirmation by the Senate of the Chair-
person or the appointment by the President of an acting
Chairperson.

Title III is disclosure legislation, requiring depository
institutions to make available to the public information on

the amounts, types and locations of their residential mortgage
loan activities. Specifically, title III would require each
depository institution which has a home or branch office in a
standard metropolitan statistical area (SMSA) and assets over
$10 million to make public the number and total dollar amount

of mortgage loans which were originated or purchased during each
fiscal year by the offices of that institution which are located
within the SMSA. These data would have to be broken down
according to whether the property securing the mortgage loan is
located within or without that SMSA and, in the case of
mortgages covering property within the SMSA, would have to be
itemized by borrowers' census tracts (where readily available

at a reasonable cost), otherwise by ZIP codes. In addition, all
mortgage loan information would have to indicate the number and
amount of home improvement loans, as well as mortgage loans
covering federally insured or guaranteed properties and
properties in which the mortgagor did not intend to reside at
the time of the execution of the mortgage. A depository
institution would be required to make this information available
to the public for fiscal years beginning with its last full
fiscal year which ends within 180 days of the enrolled bill's
enactment. These data would have to be maintained for a period
of six years at the institution's home office andat least one
branch office within the SMSA in which the institution has
offices.

Title III would be administered by the Federal Reserve Board.
Federal financial regulatory agencies would have enforcement
responsibilities with respect to depository institutions

within their respective jurisdictions. Compliance with the
title's requirements by nonfederally insured institutions would
be enforced by the Federal Deposit Insurance Corporation. The
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Federal Reserve Board, in consultation with this Department,
would be required to conduct a study of the feasibility and
utility of requiring depository institutions located outside
SMSAs to make disclosures comparable to those contemplated
by the enrolled bill.

This Department has no serious objection to the provisions

of titles I and II of the enrolled bill. We would, however,
defer to Federal entities which may be more directly affected
by and have a greater interest in these provisions with respect
to the desirability of their enactment.

The mortgage disclosure provisions of title III are designed
to provide data respecting the mortgage loan activities of
depository institutions in order to give neighborhood residents
and local public officials more complete information to use

in guiding their relationship with such institutions and in
formulating neighborhood preservation strategies.

It is commonly recognized that lack of availability of mortgage
credit is frequently associated with physical, economic and
social decline in a particular neighborhood. While it would

be a mistake to overemphasize the results which disclosure of
lending patterns alone can produce, such disclosure, if it can
feasibly be focused upon particular areas, could be useful in
helping guide local public officials in identifying areas which
lenders rightly or wrongly have determined to involve unaccept-
able investment risks. Viewed in this way, title III could
provide a useful complement to the neighborhood preservation
efforts currently being carried out at the Federal, State and
local levels.

We do, however, have two specific reservations with respect to
title III.

First, the title's findings seem to reflect an assumption that
lenders have lending obligations which vary in a specific
manner according to their pattern of deposits. While all
lenders should be expected to play a constructive role in their
communities and should not arbitrarily deny mortgage credit
within any particular neighborhoods, lending institutions have
fiduciary obligations towards their depositors which require
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that they exercise prudence and sound judgment in the investment
of funds. Lenders cannot, consistent with this obligation,
ignore locational factors affecting long-term values and loan
security solely because of the amount or number of deposits
received from a given neighborhood. Further, should any specific
relationship be expected or required between deposits and
investments, the probable effect would be to afford a relative
advantage to those institutions which make the least effort to
provide savings facilities or other financial services convenient
to savers in older, declining neighborhoods and to discourage
location in such neighborhoods.

Second, the disclosure provisions of title III would not, as

we understand them, apply to mortgage companies, even though
they are a significant source of mortgage credit -- particularly
in the case of FHA insured loans, Failure to require reporting
by these concerns would greatly restrict the usefulness of the
reporting provisions in view of the importance of FHA insured
lending in central city areas.

We do not, however, consider these reservations to be of such
great magnitude as to outweigh the advantages of the disclosure
which title III would require.

While we defer to other Federal entities with respect to the
advisability of titles I and II, we recommend approval of the
enrolled enactment from the standpoint of title III for the
reasons set forth above.

Sincerely,

Robert 'R, Elliott



%
THE CHALH<MAN OF THE

COUNCIL OF ECONOMIC ADVISERS
WALHINGTON

December 24, 1975

MEMORANDUM FOR JAMES FREY -

7
From: Alan Greenspan§~)ff‘

—

- ~

\ This is in response to your request for the views of
the Council on S. 1281.

Extending regulation Q to March 1977 weakens pressures
to consider financial reform before the election. In all
probability financial reform would therefore be dead for the
remainder of this term.

The Act further countervenes the objectives of this
Administration by adding a whole new set of burdensome
regulations. Depository institutions with assets over
$10 million (that is, practically all of them) would be
required "to compile and make easily accessible for public
inspection the number and dollar value of mortgage and home
improvement loans which were originated or purchased during
the institution's fiscal year." While this requirement is
harmless, the further requirement that loan disclosure
information identify the location of the mortgaged property
(by census tract or zip code area) is preposterous since it
is asking for pressures to engage in unsound lending practices.
The notion that saving dollars are to be returned to the
areas of origin in the form of loans clearly implies that an
efficient capital market is undesirable and that allocaticn |
of credit by political group pressures iz superior. Should
lending institutions fail by having surrendered to such
pressures, the Federal government would be held accountable.

~The Council is strongly opposed to this bill and
recommends a Presidential veto.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503 '

DEC 26 1975

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill S. 1281 - Depository institutions

Sponsor - Sen. Proxmire (D) Wis., Sen. Brooke (R)
Mass. and Sen. Stevenson (D) Ill.

Last Day for Action

December 31, 1975 - Wednesday

PurEose

To extend the authority of Federal financial regulatory agencies
to regulate interest rates on deposits; to extend the life of
the National Commission on Electronic Fund Transfers; and to
require financial institutions to disclose by geographic area
the number and dollar amount of home mortgage loans.

Agency Recommendations

Office of Management and Budget ~ . Approval (Signing
Statement attached)

Department of Housing and Urban

Development - Approval
Federal Deposit Insurance Corporation Approval(Inforzally)
Federal Home Loan Bank Board ' Approval
Department of the Treasury No objection
National Credit Union Administration No objection
Federal Reserve Board No objection (Inforzally)
Department of Justice : No objection (Iufermally
Council of Economic Advisers Disapproval
Council on Wage and Price Stability Disapproval (Iufe¢rzally)
Discussion

The enrolled bill consists of three separate titles which
correspond to the three purposes listed above.



Title I extends to March 1, 1977, the authority (popularly
known as "Regulation Q") by which the various Federal finan-
cial regulatory agencies set interest rate ceilings on deposits
in the financial institutions under their respective juris-
dictions. Without this leglslatlon, the authority would

lapse December 31, 1975.

Regulation Q has held down the amount of funds in financial
institutions by limiting the interest rates they can offer
savers. It has also been used to insure that savings (thrift)
institutions, whose assets are mostly long term mortgages,
can continue to attract funds by offering higher interest
rates than commercial banks, whose loans and deposits tend
to be shorter in maturity. Under existing law, financial
regulatory agencies are able to adjust the interest differen-
tial between these two types of depository institutions ad-
ministratively. This differential has been one quarter of

a percent since 1973.

Title I of S. 1281, however, would permit the elimination or
reduction of the existing quarter point interest rate differen-
- tial but only after the approval of Congress had been given in
a concurrent resolution, in effect a "legislative veto." The
title further provides that where the differential is lessened
or eliminated for any category of account, the interest rate
established for commercial banks could be no higher than the
rate previously established for thrift institutions.

Previous extensions of Regulation Q have been routine, but this
year the Administration opposed the continuation of interest
rate ceilings and differentials. This opposition was based on
substantive arguments against arbitrary ceilings and on the
Administration's desire to get the Congress to focus on the
Financial Institutions Act (FIA) (S. 1267), a major part of
your regulatory reform program. That legislation would grad-
ually phase out Regulation Q over five and a half years and
permit all financial institutions greater freedom to offer a
variety of loans and services and to pay competitive, rather
than regulated, rates of interest to all depositors. The Senate
passed the FIA on December 11, but the House has only begun
hearings.

When it became clear that some action was necessary before year
end, the Administration requested a simple six-month extension

of the present Regulation Q authorities. The enrolled bill
extends the regulation for 15 months. Although it does not,

per se, mandate an interest rate differential, by setting up

a new "legislative veto" obstacle, the bill makes the reduction

or elimination of the existing differential very difficult anﬁfméﬁ
problematic.




Although the Administration would have preferred a shorter
extension, the affected agencies and we believe that the
problems posed by the extension of Regulation Q, the main-
tenance of the interest rate differential, and the legisla-
tive veto provision are not of sufficient magnitude to
warrant withholding approval. We will continue to push
for Congressional enactment of the Financial Institutions
Act prior to March 1977.

Title II authorizes the extension of the National Commission
on Electronic Fund Transfers by providing that the interim
and final reports of the Commission be submitted within one
and two years, respectively, from the date of Senate confirma-
tion of the Commission's chairperson rather than from the date
the Commission was established in October 1974. The Commis-
'sion has the responsibility to study the impact of the emerging
electronic fund transfer technology on the nation's banking
industry. On October 6, 1975, you nominated Mr. William
Widnall to be chairperson of the Commission and he was con~
firmed on October 29, 1975. :

Title III, which at one time was a separate bill, is cited
as the Home Mortgage Disclosure Act of 1975. The intent of
this title is to allow individuals and public officials to
detect discriminatory practices in the granting of home
mortgages based upon geographic factors (commonly known as
"redlining"). The title contains the disclaimer that it is
not intended to encourage unsound lending practices or the
allocation of credit. Depository institutions operating
within a standard metropolitan statistical area (SMSA) and
with assets over $10 million would be required to compile
and make easily accessible for public inspection the number
and dollar value of mortgage and home improvement loans which
were originated or purchased during the institution's last
fiscal year. Loan disclosure information would have to be
itemized by

—- census tracts (or, if this is impracticable, by
zip code) for loans secured by property within
the SMSA;

-— Federally insured or guaranteed loans; and

-- non-owner occupant mortgagors.

The above information would have to be maintaihed and publicly
available for five years. '



Regulations would be prescribed by the Federal Reserve Board
(FRB) and enforcement would be the responsibility of the
cognizant Federal financial regulatory agency, including the
Federal Deposit Insurance Corporation (FDIC), the FRB, the
Ccomptroller of the Currency, the Federal liome Loan Bank

Board (FHLBB), the Federal Savings and Loan Insurance Corpora-
tion and the National Credit Union Administration (NCUA).

This authority would take precedence over inconsistent State
law, as determined by the FRB, but would not exempt any
State-chartered institution from compliance with the State's
recordkeeping and disclosure laws. The FRB may exempt State-
chartered institutions where State law is substantially equal,
in effect and compliance, to this authority.

The FHLBB would be required

-- to develop, in consultation with the Bureau of
the Census and other Federal financial regulatory
agencies, methods for matching addresses and
census tracts, in order to facilitate compliance
by depository institutions with this title;

-- to contract for assistance; and

-- to recommend to the Senate and House Banking
Committees such additional legislation as the
Board deems appropriate to carry out this title.

The FRB, in consultation with the Secretary of Housing and
Urban Development, is directed to conduct a study of, and to
report to the Congress within three years on the question of
whether depository institutions located outside SMSA's should
be subject to the disclosure provisions of this title. To
carry out the above cited responsibilities of the FHLBB, the
bill authorizes the appropriation of such sums as may be nec-
essary. The effective date and the expiration date of this
title are, respectively, 180 days and four years after the
date of enactment.

The issues raised in Title III are quite complex and highly
controversial. The legislation received Congressional support
in part because a number of well documented studies in major
cities have shown that, prima facie, "redlining" does occur.
While the practice violates regulations of the FHLBB, it is
difficult to prove in fact because lending institutions must
take into account a number of factors before making a loan

and it is difficult to determine which one is most significant.




Thus proponents of this bill have argued that disclosure is
the only feasible means of revealing a pattern of possible

discriminatory practices and discouraging their continuation.

The Administration has repeatedly opposed Title III, noting
that the enactment of this measure would impose an additional
Federal reporting burden upon depository institutions by
requiring them to compile, match and array loan information
by census tract. In addition, Administration officials have
expressed the concern that this new disclosure requirement
could be the precursor to credit allocation laws, notwith-
standing the disclaimer of credit allocation contained in
the title. Industry sources testified that these additional
reports would further complicate their paperwork burden and
lead to higher operating and lending costs, although the ex-
tent of additional costs was disputed by proponents of this
legislation. :

several States have recently enacted similar disclosure re-
.quirements, but it is too early to tell whether or not the
information obtained has produced any real benefit. It may
in fact be more misleading than meaningful, because the
information disclosed will reveal what has happened but not
necessarily why. The availability of mortgage funds and the
desire to avert risky investments will always influence
financial institutions' willingness to lend money on the
collateral of inneér-city real estate, independent of the
racial or ethnic character of the neighborhood.

The majority of agencies recommend approval or have registered
no objection; however, the Council on Wage and Price Stability
and the Council of Economic Advisers are opposed.

Your signature on this bill may be interpreted as acgquiescence
to further Federal incursions into the private sector and the
further proliferation of unnecessary paperwork. However, we
recommend that you do not withhold approval of the bill for
the following reasons. We have been advised informally by
Treasury officials that a veto would seriously jeopardize

the Administration's chances for passage of the Financial
Institutions Act. Further, a number of the most objectionable
features of Title III have been watered down or removed in
conference, and these requirements will be imposed only
temporarily (four years) pending further studies and experience.



. If you approve the bill, we suggest that you issue a statement

explaining your concerns about Title III and indicating that
if the consequences become too burdensome, you will transmit
amending legislation. A proposed signing statement is attached.

Assistant Director

for Legislative Reference

Enclosures



STATEMENT BY THE PRESIDENT

I am siéning ipto law today S. 1281. Title I extends
until March 1, 1977, the authority of various Federal agencies
to regulate interest rates on certain savings deposits. Title
II extends the authorization of the National Commission on
Electronic Fund Transfers for ﬁwo years beyond the confirma-
tion date of its Chairperson. I support these two measures.
However, I have major reservations about the appropriateness
of Title III. |

This third title will require all financial institutions
with over $10 million in assets which operate in standard
metropolitan statistical areas (SMSA) ﬁo comply with a major
new program of Federal regulations. The language will force
all depository institutions meeting these criteria to compile,
and make available for public inspection, lists of all their
mortgage and home improvement loans, by census tract or zip
code. This Federal_law will be enforced by several federal
regulatory agencies&(the Federal Reserve Board, Federal Home
Loan Bank Board and others) and will supersede any inconsistent
State law. The Federal Reserve Board will have authority to |
exempt State chartered institutions if it determines that they
have sufficiently similar disclosure and enforcement programs.

This title attempts to deal with a problem that has been
recognized and studied for many years. Mortgage and home
improvement funds have often been scarce or unavailable for
parts of large urban areas where unemployment has historically
been high, where the housing stock is old and deteriorating,
and where credit risks have been determined by many private
lenders to be too high to justify the interest rates which can
be levied on a loan, rates for which are often controlled by

government mandated ceilings.
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I strongly believe, aé do most people, that disérimination
on racial or ethnic grounds is a practice which is abhorrent to
our American way of life. Our Constitution graﬁts equal lib-
erties to all citizens. Federal, State, and local laws expressly
prohibit discriminétory practices. And our courts have con-
tinued to uphold the principle that a strong and free Nation
is one which can, and must, protect any individual's civil’
rights, regardless of race or religion. | |

This bill attempts to prevent such disérimination, but it
is not at all clear that it can. Unless very carefully admin-
istered, it will usher in a burdensome and costly requirement
for additional recordkeeping and paperwork. Washington will
again be dictating to States and cities how they should enforce
laws. And it will be placing yet another questionable require-
ment on the private sector -- a requirement whose costs will be
great and which may do little or nothing to end the practice
of credit discrimination against those living in certain neigh-
borhoods.

This provision also pbses another risk to our system of
private enterprise. Though the bill's supporters vigorously
claim that this is not intended in any way to force financial
institutions to allocate capital, there is a real danger here
that such a system of recordkeeping and reporting could quickly
lead to further controls. Too often our free market economy
has been tampered with by governments seeking noble objectives,
but we have only to look at the consequences of’government
interference and regulation to appreciate how often those
worthy ideals have become distorted in the cumbersome applica-
tion of government fiat.

Our capital markets have grown and helped to make our
economy strong largely because capital -- whether for housing,
industry, consumer purchases, etc. -- has been directed toward

the most efficient and credit worthy endeavors. And my



Administration is seeking to improve and strengthen the
mechanisms used for.raising and investing capital -- parti-
cularly for housing. I have urged Congress to enact the
Administration's Financial Institutions Act of 1975, (S. 1267)
a bill which will permit banks and other thrift organizations
to offer competitive yields on savings deposits and a wider
range of services to customers and homebuyers. This legisla-
tion will offer new incentives to all mortgage lenders, and
should help bring new sources of funds into the housing markets
of our country. ‘

In addition, the Federal Government has created a number
of'programs designed specifically to improve the conditions of
low and moderate income housing. However, I strongly doubt
that achievement of this objective will be furthered by
subjecting lending institutions to unwarranted pressure to
match up their loans and deposits on the basis of arbitrary
geographic boundaries.

I trust that the agencies administering Title III of this
bill will carefully assess the costs and benefits to both the
lénders and borrowers. I note that this legislation will have
a four-year duration. 1If, within that period, undue burdens
result from the implementation of this program, I shall not

hesitate to recommend amending legislation.
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EXECUTIVE OFFICE OF THE PRESIDENT
6 OFFICE OF MANAGEMENT AND BUDGET
s WASHINGTON, D.C. 20503

DEC 26 1975

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill S. 1281 - Depository institutions

Sponsor - Sen. Proxmire (D) Wis., Sen. Brooke (R)
Mass. and Sen. Stevenson (D) Ill.

Last Day for Action

December 31, 1975 - Wednesday

Purpose

To extend the authority of Federal financial regulatory agencies
to regulate interest rates on deposits; to extend the life of
the National Commission on Electronic Fund Transfers; and to
require financial institutions to disclose by geographic area
the number and dollar amount of home mortgage loans.

Agency Recommendations

Office of Management and Budget Approval (Signing
Statement attached)

Department of Housing and Urban

Development Approval
Federal Deposit Insurance Corporation Approval(Informally)
Federal Home Loan Bank Board Approval
Department of the Treasury No objection
National Credit Union Administration No objection
Federal Reserve Board No objection {Iaforzally)
Department of Justice No objection (Iafcrmaily)
Council of Economic Advisers Disapproval
Council on Wage and Price Stability Disapproval (Imforaaily;
Discussion

The enrolled bill consists of three separate titles which
correspond to the three purposes listed above.



Title I extends to March 1, 1977, the authority (popularly
Known as "Regulation Q") by which the various Federal finan-
cial regulatory agencies set interest rate ceilings on deposits
in the financial institutions under their respective juris-
dictions. Without this legislation, the authority would

lapse December 31, 1975.

Regulation Q has held down the amount of funds in financial
institutions by limiting the interest rates they can offer
savers. It has also been used to insure that savings (thrift)
institutions, whose assets are mostly long term mortgages,
can continue to attract funds by offering higher interest
rates than commercial banks, whose loans and deposits tend

to be shorter in maturity. Under existing law, financial
regulatory agencies are able to adjust the interest differen-
tial between these two types of depository institutions ad-
ministratively. This differential has been one quarter of

a percent since 1973.

Title I of S. 1281, however, would permit the elimination or
reduction of the existing gquarter point interest rate differen-
tial but only after the approval cf Congress had been given in
a concurrent resolution, in effect a "legislative veto." The
title further provides that where the differential is lessened
or eliminated for any category of account, the interest rate
established for commercial banks could be no higher than the
rate previously established for thrift institutions.

Previous extensions of Regulation Q have been routine, but this
year the Administration opposed the continuation of interest
rate ceilings and differentials. This opposition was based on
substantive arguments against arbitrary ceilings and on the
Administration's desire to get the Congress to focus on the
Financial Institutions Act (FIA) (S. 1267), a major part of
your regulatory reform program. That legislation would grad-
ually phase out Regulation Q over five and a half years and
permit all financial institutions greater freedom to offer a
variety of loans and services and to pay competitive, rather
than regulated, rates of interest to all depositors. The Senate
passed the FIA on December 11, but the House has only begun
hearings.

When it became clear that some action was necessary before year
end, the Administration requested a simple six-month extension
of the present Regulation Q authorities. The enrolled bill
extends the regqulation for 15 months. Although it does not,
per se, mandate an interest rate differential, by setting up

a new "legislative veto" obstacle, the bill makes the reduction
or elimination of the existing differential very difficult and
problematic. ’



Although the Administration would have preferred a shorter
extension, the affected agencies and we believe that the
problems posed by the extension of Regulation Q, the main-
tenance of the interest rate differential, and the legisla-
tive veto provision are not of sufficient magnitude to
warrant withholding approval. We will continue to push
for Congressional enactment of the Financial Institutions
Act prior to March 1977. ,
Title II authorizes the extension of the National Commission

on Electronic Fund Transfers by providing that the interim

and final reports of the Commission be submitted within one

and two years, respectively, from the date of Senate confirma-
tion of the Commission's chairperson rather than from the date
the Commission was established in October 1974. The Commis-
'sion has the responsibility to study the impact of the emerging
electronic fund transfer technology on the nation's banking
industry. On October 6, 1975, you nominated Mr. William
Widnall to be chairperson of the Commission and he was con-
firmed on October 29, 1975.

Title III, which at one time was a separate bill, is cited
as the Home Mortgage Disclosure Act of 1975. The intent of
this title is to allow individuals and public officials to
detect discriminatory practices in the granting of home
mortgages based upon geographic factors (commonly known as
"redlining"). The title contains the disclaimer that it is
not intended to encourage unsound lending practices or the
allocation of credit. Depository institutions operating
within a standard metropolitan statistical area (SMSA) and
with assets over $10 million would be required to compile
and make easily accessible for public inspection the number
and dollar value of mortgage and home improvement loans which
were originated or purchased during the institution's last
fiscal year. Loan disclosure information would have to be
itemized by

-- census tracts (or, if this is impracticable, by
zip code) for loans secured by property within
the SMSA;

-- Federally insured or guaranteed loans; and

-- non-owner occupant mortgagors.

The above information would have to be maintained and publicly
available for five years.




Regulations would be prescribed by the Federal Reserve Board
(FRB) and enforcement would be the responsibility of the
cognizant Federal financial regulatory agency, including the
Federal Deposit Insurance Corporation (FDIC), the FRB, the
Comptroller of the Currency, the Federal Home Loan Bank

Board (FHLBB), the Federal Savings and Loan Insurance Corpora-
tion and the National Credit Union Administration (NCUA).

This authority would take precedence over inconsistent State
law, as determined by the FRB, but would not exempt any
State-chartered institution from compliance with the State's
recordkeeping and disclosure laws. The FRB may exempt State-
chartered institutions where State law is substantially equal,
in effect and compliance, to this authority.

The FHLBB would be required

-- to develop, in consultation with the Bureau of
the Census and other Federal financial regulatory
agencies, methods for matching addresses and
census tracts, in order to facilitate compliance
by depository institutions with this title;

-~ to contract for assistance; and

-- to recommend to the Senate and House Banking
Committees such additional legislation as the
Board deems appropriate to carry out this title.

The FRB, in consultation with the Secretary of Housing and
Urban Development, is directed to conduct a study of, and to
report to the Congress within three years on the question of
whether depository institutions located outside SMSA's should
be subject to the disclosure provisions of this title. To
carry out the above cited responsibilities of the FHLBB, the
bill authorizes the appropriation of such sums as may be nec-
essary. The effective date and the expiration date of this
title are, respectively, 180 days and four years after the
date of enactment.

The issues raised in Title III are quite complex and highly
controversial. The legislation received Congressional support
in part because a number of well documented studies in major
cities have shown that, prima facie, "redlining" does occur.
While the practice violates regulations of the FHLBB, it is
difficult to prove in fact because lending institutions must
take into account a number of factors before making a loan

and it is difficult to determine which one is most significant.
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Thus proponents of this bill have argued that disclosure is
the only feasible means of revealing a pattern of possible
discriminatory practices and discouraging their continuation.

The Administration has repeatedly opposed Title III, noting
that the enactment of this measure would impose an additional
Federal reporting burden upon depository institutions by
requiring them to compile, match and array loan information
by census tract. 1In addition, Administration officials have
expressed the concern that this new disclosure requirement
could be the precursor to credit allocation laws, notwith-
standing the disclaimer of credit allocation contained in

the title. Industry sources testified that these additional

lead to higher operating and lending costs, although the ex-
tent of additional costs was disputed by proponents of this
legislation.

Several States have recently enacted similar disclosure re-
quirements, but it is too early to tell whether or not the
information obtained has produced any real benefit. It may
in fact be more misleading than meaningful, because the
information disclosed will reveal what has happened but not
necessarily why. The availability of mortgage funds and the
desire to avert risky investments will always influence
financial institutions' willingness to lend money on the
collateral of inner-city real estate, independent of the
racial or ethnic character of the neighborhood.

The majority of agencies recommend approval or have registered
no objection; however, the Council on Wage and Price Stability
and the Council of Economic Advisers are opposed.

r
to further Federal incursions into the private sector and the
further proliferation of unnecessary paperwork. However, we
recommend that you do not withhold approval of the bill for
the following reasons. We have been advised informally by

the Administration's chances for passage of the Financial
Institutions Act. Further, a number of the most objectionable
features of Title ITT have been watered down or removed in
conference, and these requirements will be imposed only
temporarily (four years) pending further studies and experience.



If you approve the bill, we suggest that you issue a statement
explaining your concerns about Title III and indicating that

if the consequences become too burdensome, you will transmit
amending legislation. A proposed signing statement is attached.

Assistant Director

for Legislative Reference

Enclosures



STATEMENT BY THE PRESIDENT W

I am signing into law today S. 1281, Title I extends
until March 1, 1977, the authority of various Federal agencies
to regulate interest rates on certain savings deposits. Title
II extends the authorization of the National Commission on
Electronic Fund Transfers for two years beyond the confirma-
tion date of its Chairperson. I support these two measures.
However, I have major reservations about the appropriateness

of Title III.

wor? Than
witﬁ\bug:‘ﬁiarmillion in assets which operate in standard

metropolitan statistical areas (SMSA) to comply with a major
new program of Federal regulations. The language will force
all depository institutions meeting these criteria to compile,
and make available for public inspection, lists of all their
‘mortgage and home improvement loans, by census tract or zip

-

This third title will require all financial institutions §§§
3
code. This Federal law will be enforced by several Federal \\ii:
regulatory agencies (the Eederal Reserve Board, Federal Home

Loan Bank Board and others) and will supersede any inconsistenégg'
State law. The Federal Reserve Board will have authority to

exempt State chartered institutions if it determines that théy

have sufficiently similar disclosure and enforcement programs.

This title attempts to deal with a problem that has been \§
recognized and studied for many years. Mortgage and home g
improvement funds have often been scarce or unavailable for é
parts of large urban areas where unemployment has historically'
been high, where the housing stock is old and deteriorating, ;;§
and where credit risks have been determined by many private Q@

lenders to be too high to justify the interest rates which can<«
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1 strongly believe, as do most people, that discrimination
on racial or ethnic grounds is a practice which is abhorrent to
our American way of life. Oﬁr Constitution grants eéual lib-
erties to all citizens. Federal, State, and local laws expressly
prohibit discriminatory practices. And our courts have con-
tinued to uphold the principle that a strong and free Nation
is one which can, and must, protect any individual's civil
rights, regardless of race or religion.

This bill attempts to prevent such discrimination, but it

is not at all clear that it can. Unlggg(ggfy carefully Jadmin-

isteréagsz; will usher in a burdensome and costly requirement
for additional recordkeeping and paperwork. Washington will
agwn be dictating to States and cities how they should enforce
lawsiA[ﬁzélgélagiibzzug?aéiggdfet another guestionable require-
.ment on the private sector -- a requirement whose costs will be
great and which may do little or nothing to end the practice

of credit discrimination against those living in certain neigh-
‘borhoods.

This provision also poses another risk to our system of
private enterprise. Though the bill's supporters vigorously
claim that this is not intended in any way to force financial
institutions to allocate capital, there is a real danger here
that such a system of recordkeeping and reporting could quickly
lead to further controls. Too ofte?,our free market economy
has been tampered with by governments seeking noble objectives,
but we have only to look at the consequences of government
interference and requlation to appreciate how often those
worthy ideals have become distorted in the cumbersome applica-

tion of government fiat.

Our capital markets have grown and helped to make our

economy strong largely, because capital -~ whether for housing,
other PUrposesS .
industry, consumer ases, -- has been directed toward

the most efficient and credit worthy endeavors. And my




Administration is seéking to improve and strengthen the
mechanisms used for raising and inyesting capital.-— parti-
cularly for housing. I have urgedgffongress to enact thesz/
Administration's Financial Institutions Act of 1975, (s. 1267)
a bill which will permit banks and other thrift organizations
to offer competitive yieids on savings deposits and a wider
range of services to customers and homebuyers. This legisla-
tion will offer new incentives to all mortgage lenders, and

- should help bring new sources of funds into the housing markets
of our country.

In addition, the Federal Government has created a number
of programs designed specifically to improve the conditions of
2w and moderate income housing. However, I strongly doubt
that achievement of this objective will be furthered by
subjecting lending institutions to unwarranted pressure to

v'*ch up their loans and deposits on the basis of arbitrary

weoqraphic boundaries.

I trust that the agencies administering Title III of this

il will carefully [assess |the costs and benefits to both the

ienders and borrowers. I note that this legislation will have

L&.3

} four-year duration. If, within that period, undue burdens

feaslt from the implementation of this program, I shall not

N . N . .
©Ritate to recommend amending legislation.









THE WHITE HOUSE

WASHINGTON

December 30, 1975

MEMORANDUM FOR: JUDY JOHNSTON
FROM: DUDLEY CHAPMAN [§C
SUBJECT: Depository Institutions

I recommend signing, but find the proposed signing statement
much too long. I would recommend deletion beginning with the
third paragraph on page 2 (beginning ''This provision ....'")
through the end of page 3.



THE WHITE HOUSE

WASHINGTON

December 30, 1975

MEMORANDUM FOR: JIM CAVANAUGH
FROM: _ MAX L. FRIEDERSDORF ,ﬂ( 6
SUBJECT :

S. 1281 - Depository Institutions

The Office of Legislative Affairs concurs with the agencies

that the pjill be signed.

Attachments
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ACTION
THE WHITE HOUSE
WASHINGTON Last Day: December 31

December 31, 1975
MEMORANDUM FOR THE PRESIDENT
FROM: JIM CANNOI?I’:“'”E"» L~

%

SUBJECT: S. 1281 - Depository Institutions

Attached for your consideration is S. 1281, sponsored
by Senators Proxmire, Stevenson and Brooke, which would:

-- Extend the authority of Federal financial regulatcry
agencies to regulate interest rates on deposits until
March 1, 1977. (Title I)

-- Extend the life of the National Commission on
Electronic Fund Transfers to provide that the interim
and final reports of the Commission be submitted
within one and two years, respectively from the date
of Senate confirmation of the chairperson rather from
the date the Commission was established. (Title II)

-- Require financial institutions to disclose by
geographic area the number and dollar amount of
home mortgage loans. (Title III)

Title III of the enrolled bill is intended to allow individuals
and public officials to detect discriminatory geographic
factors. The Administration has repeatedly opposed Title

IIT because it would impose an additional Federal reporting
burden upon depository institutions by requiring them to
compile, match and array loan information by census tract.

The Council on Wage and Price Stability and CEA recommend
disapproval of the enrolled bill due to this title.



OMB shares the concerns of CEA and the Council on Wage
and Price Stability but has been informally advised that
a veto would seriously jeopardize chances for passage

of the Financial Institutions Act, the most objectionable
features of the Title have been watered down, 'and the
requirements will be imposed only for a period of four
years pending further studies and experience.

Additional background information is provided in OMB's
enrolled bill report at Tab A.

OMB, Max Friedersdorf, Bill Seidman, Counsel's Office
(Lazarus) and I recommend approval of the enrolled bill
and issuance of the attached signing statement explaining
your conccerns about Title III. The statement has been
cleared by Paul Theis.

RECOMMENDATION

That you sign S. 1281 at Tab B.

That you approve the signing statement
at Tab C.

Approve ML Disapprove



XECUTIVE OFFICE OF THE PRESIDENT
FFICE OF MANAGEMENT AND BUDGET

om

DATE: 1-6-76
To: Bob Linder
FROM: Jim Frey
Attached is the COWPS views

letter on S. 1281 for inclusion
in the enrolled bill file.

OMB FORM 38
REV AUG 73



EXECUTIVE OFFICE OF THE PRESIDENT

COUNCIL ON WAGE AND PRICE STABILITY
726 JACKSON PLACE, N.W.
WASHINGTON, D.C. 20506

January 2, 1976

MEMORANDUM TO: JAMES M. FREY, ASSISTANT DIRECTOR FOR
LEGISLATIVE REFERENCE, OMB

FROM . MICHAEL MOSKOW, DIRECTOR WM/”I
COUNCIL ON WAGE AND PRICE STABILITY

SUBJECT . RECOMMENDATION ON ENROLLED S. 1281 -- HOME MORTGAGE.
DISCLOSURE ACT

On balance, the Council on Wage and Price Stability is inclined to
favor veto of the above-mentioned bill. The reason is our opposition
to Title III which would require financial institutions to disclose

by geographic area the value of home mortgage loans. Our opposition

is based on our opinion that geographical discrimination in the grant-
ing of home mortgates is a rare phenomenon and therefore the costs of
gathering the required information are likely to outweigh any potential
benefits.

The Council does not oppose Title I which extends (temporarily) the
authority of Federal financial regulatory agencies to regulate interest
rates on deposits or Title II which extends for two years the National
Commission on Electronic Fund Transfers.

If the President does sign the bill, the Council recommends a strong
accompanying statement warning about the costs and potential harm
of Title III.

cc: James MacRae, OMB



STATEMENT BY THE PRESIDENT

I am signing into law today S. 128l1. Title I of
this bill extends until March 1, 1977, thé authority of
various Federal agencies to regulate interest rates paid
on certain deposits in financial institutions. Title II
extends the authorization of the National Conmission on
Electronic Fund Transfers for two years beyond the con-
fi;mation date of itsichairpérson. I support these two
measures. However, I have some reservations about Title III,
the "Home Mortgage Disclosure Act of 1975."

This Act will reguire financial institutions having
over $10 million in assets and operating in large urkan
"standard metropolitan statistiéal areas" to comply with
a new program of Federal regulation. All of these
depository institutions will be required to compile,
and make available for public inspection, information
on the number and total dollar amount of mortgage and home
improvement loans, broken down by census tract or zip
code. This Federal law will be enforced by several
Federal regulatory agencies (the Federal Reserve Board,
Federal Home Loan Bank Board and others) and will super-
sede any inconsistent provisions of State laws. The
Federal Reserve Board will have authority to exempt
State chartered institutions which are subject to similar
State disclosure and enforcement requirements.

In essence, this third Title attempts to highlighti

the problem of mortgage and home improvement loan fund

shortages in some parts of large urban areas -- often
lower income, older neighborhoods -- where credit dis-

crimination based upon geographic factors is alleged to
occur,

I firmly believe, as do most people, that discrimination
on racial or ethnic grounds is a practice which is abhorrent
to our American way of life. Our Constitution grants

equal liberties to all citizens. Federal, State and
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local laws expressly prohibit discriminatory practices.
Our courts have continued to uphold the principle that
a strong and free Nation is one which can, and must,
protect any individual's rights, regardless of race or
religion. This bill attempts to expose any such dis-
crimination by financial institutions providing housing
credit. I strongly support this objective. )

while T note that the Congress claims that this
legislation is not intended to encourage unsound lending
practices or the allocation of credit, I am concerned that
this Mortgage Disclosure Act may impose a burdensome and
costly requirement for additional recordkeeping and paper-
work. Unless this new disclosuré program is very carefully
administered, the Federal Government wili be placing yet
another requirement on the private sector -- a reguirement
which will impose substantial costs but will do very little
to increase the total availability of mortgage funds in our
housing markets.

I trust that the agencies administering Title III of
this bill will assess carefully the costs and benefits to
both the lenders and borrowers. As presently enacted, this
legislation will have a four-year life. If, within that
period, undue burdens result from the implementation of
this program, I shall not hesitate to recommend amending
legislation.

I also trust that the Congress will join with my
Administration in working to solve the capital shortage
problem which our country faces. Over the years our ex-
panding capital markets have helped keep the American
economy strong because sufficient capital -- for housing,
industry, consumer credit and other purposes == has been
available to sustain economic growth. Rather than support

capital allocation, my Administration is committed to



3
improve and sttengthen -the free market mechanisms used for
raising and investing capital -- particularly for housing.
To this end I have urged Congress to enact the Administration's
Financial Institutions Act of 1975, (s. 1267), a bill which
will permit banks and other thrift organizations to offer
competitive yields on savings deposits and a wider range
of services to customers and homebuyers. This legiélation
111 offer new incentives to all mortgage lenders and
should help alleviate shortages of mortgage money in every

housing market of our Nation.
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I am signing into law today S. 1281. Title I ofvthis
bill extends until March 1, 1977, the authority of various
Federal agencies to regulate interest ratesjongcertain
SscbbSinirn deposits«ﬁéﬁb financial .institutions. Title II

extends the authorization of the National Commission on
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Electronic Fund Transfers for two years beyond the confirmation
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date of its chairperson. I support these two measures.
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regulatory agencies (the Federal Reserve Board, Federal
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I firmly believe, as do most people, that discrimination

on racial or ethnic grounds is a practice which is

abhorrent to our American way of life. Our Constitution

L)

grants equal liberties to all citizens. Federal, State and
local laws expressly prohibit discriminatory practices.
4md our courts have continued to uphold the principle
that a strong and free Natidn is one which can, and must,
protect any individual's righﬁf/regardIéSSfof race or
- religion. This bill attempts to expose any such discrimin-
ation anahhzzgantzéi financial institutions providing
housing credit, amé& I strongly support this objective.
While I note that the Congress claims that this legis-

lation is not intended to encourage unsound lending

”T— Qqaptices or the allocation of credit, I am concerned that'féus
M/ % ™ N -

gt , “‘QM@’/
ool ( SFwesezmushes=#$ a burdensome and costly requirement for

}§C¥’ additional recordkeeping and paperwork. Unless this

iy

new disclosure program is very carefully administered,
the Fedoa) ovtrninent
} will be placing yet another requirement on
. wiie ]
the private sector--a requirement whesescmsts will be IMPolL

SURSTANTIAL COSTS GBUT
great awewwheeh will do very little to increase the total

availability of mortgage funds in our housing markets. R



I trust that the agencies administeryng Title III of

this bill will(carefullyassess?thgfzashsﬁgnd benefits
As’lpau,-}c.‘rﬂ 0

to both the lenders and borrowers. ngls legislation will

LIFR.,
have a four-year Susadswemse If, within that period, undue

burdens result from the implementation of this program,

I shall not hesitate to recommend amending legislation.

Q21N wrTH MY ,4!}-{;,\):5?%

I also t that the Congress will takusacnioneto-

Solve the capital shortage problem which our country

faces. Over the years our expanding capital markets

geen |
have helped tewwe® the American economy strong .S

because sufficient capital--for housing, industry, consumer

credit and other purposes--has been available to sustain
v SVUPPORT CAPITAL -~
economic growth. Rather than; alTocatlon}crzwe@msaﬁg my

Administration is committed to improve and strengthen

the free'mérket mechanisms used for raising and investing
capital--particularly for housing. To this end I have

urged Congress-to enact the Administration's Financial
Institutions Act of 1975, (5.1267), a bill which will

permit banks and other thrift organizations to offer
competitive yields on savings deposits and a wider range

of services to customers and homebuyers. This legislation

will offer new incentives to all mortgage lenders and

should help alleviate shortages of mortgage money in éﬁﬂffueﬁﬁg

21 housing market® of our Nation.



STATEMENT BY THE PRESIDENT

I am signing into law today S. 128l. Title I extends
until March 1, 1977, the authority of various Federal agencies
to regulate interest rates on certain savings deposits. Title
II extends the authorization of the National Commission on
Electronic Fund Transfers for two years beyond the confirma-
tion date of its Chairperson. I support these two measures.
However, I have major reservations about the appropriateness
of Title IIT.

This third title will require all financial institutions
with over $10 million in assets which operate in standard
metropolitan statistical areas (SMSA) to comply with a major
new program of Federal regulations. The language will force
all depository institutions meeting these criteria to compile,
and make available for public inspection, lists of all their
mortgage and home improvement loans, by census tract or zip
code. This Federal law will be enforced by several Federal
regulatory agencies (the Federal Reserve Board, Federal Home
Loan Bank Board and others) and will supersede any inconsistent
State law. The Federal Reserve Board will have authority to
exempt State chartered institutions if it determines that théy
have sufficiently similar disclosure and enforcement programs.

This title attempts to deal with a problem that has been
recognized and studied for many years. Mortgage and home
improvement funds have often been scarce or unavailable for
parts of large urban areas where unemployment has historically
been high, where the housing stock is old and deteriorating,
and where credit risks have been determined by many private
lenders to be too high to justify the interest rates which can
be levied on a loan, rates for which are often controlled by

government mandated ceilings.



I strongly believe, as do most people, that discrimination
on racial or ethnic grounds is a practice which is abhorrent to
our American way of life. Our Constitution grants eéual lib~-
erties to all citizens. Federal, State, and local laws expressly
prohibit discriminatory practices. And our courts have con-
tinued to uphold the principle that a strong and free Nation
is one which can, and must, protect any individual's civil
rights, regardless of race or religion.

This bill attempts to prevent such discrimination, but it
is not at all clear that it can. Unless very carefully admin-
istered, it will usher in a burdensome and costly requirement
for additional recordkeeping and paperwork. Washington will
again be dictating to States and cities how they should enforce
laws. And it will be placing yet another questionable require-
ment on the private sector -- a requirement whose costs will be
great and which may do little or nothing to end the practice
of credit discrimination against those living in certain neigh-
borhoods.

This provision also poses another risk to our system of
private enterprise. Though the bill's supporters vigorously
claim that this is not intended in any way to force financial
institutions to allocate capital, there is a real danger here
that such a system of recordkeeping and reporting could quickly
lead to further controls. Too often our free market economy
has been tampered with by governments seeking noble objectives,

but we have only to look at the consequences of government

interference and regulation to appreciate how often those
worthy ideals have become distorted in the cumbersome applica-
tion of government fiat.

Our capital markets have grown and helped to make our
economy strong largely because capital -- whether for housing,

industry, consumer purchases, etc. -- has been directed toward

the most efficient and credit worthy endeavors. And my



Administration is seeking to improve and strengthen the
mechanisms used for raising and investing capital -- parti-
cularly for housing. I have urged Congress to enact the
Administration's Financial Institutions Act of 1975, (S. 1267)
a bill which will permit banks and other thrift organizations
to offer competitive yields on savings deposits and a wider
range of services to customers and homebuyers. This legisla-
tion will offer new incentives to all mortgage lenders, and
should help bring new sources of funds into the housing markets
of our country.

In addition, the Federal Government has created a number
of programs designed specifically té improve the conditions of
low and moderate income housing. However, I strongly doubt
that achievement of this objective will be furthered by
subjecting lending institutions to unwarranted pressure to
match up their loans and deposits on the basis of arbitrary
geographic boundaries.

I trust that the agencies administering Title III of this
bill will carefully assess the costs and benefits to both the
lenders and borrowers. I note that this legislation will have
a four-year duration. If, wifhin that period, undue burdens
result from the implementation of this program, I shall not

hesitate to recommend amending legislation.



I am signing into law today S. 128l1. Title I of this
bill extends until March 1, 1977, the authority of various
Federal agencies to regulate interest rates on certain
savings deposits with financial institutions. Title II
extends the authorization of the National Commission on
Electronic Fund Transfers for two years beyond the confirmation
date of its chairperson. I support these two measures.
However, I have some reservations about Title III.

This third title will require all financial institutions
with over $10 million in assets which operate in large
urban "standard metropolitan statistical areas" to comply
with a new program of Federal regulation. The language will
require all of these depository institutions to compile,
and make available for public inspection, lists of all their
mortgage and home improvement loans, by census tract or zip
code. This Federal law will be enforced by several Federal
regulatory agencies (the Federal Reserve = Board, Federal
Home Loan Bank Board and others) and will supersede any
inconsistent provisions of State laws. The Federal Reserve
Board will have authority to exempt State chartered
institutions which are subject to similar State disclosure
and enforcement requirements.

In essence, this title tries to deal with the problem

of shortages of funds for mortgage and home improvement



loans in some parts of large urban areas--often lower
income, older neighborhoods--where credit discrimination
is alleged to occur.

I firmly believe, as do most people, that discrimination
on racial or ethnic grounds is a practice which is
abhorrent to our American way of life. Our Constitution
grants equal liberties to all citizens. Federal, State and
local laws expressly prohibit discriminatory practices.

And our courts have continued to uphold the principle

that a strong and free Nation is one which can, and must,
protect any individual's rights,regardléss-of race or
religion. This bill attempts to expose any such discrimin-
ation on the part of financial institutions providing
housing credit and I strongly support this objective.

While I note that the Congress claims that this legis-
lation is not intended to encourage unsound lending
practices or the allocation of credit, I am concerned that
it will usher in a burdensome and costly requirement for
additional recordkeeping and paperwork. Unless this
new disclosure program is very carefully administered,
Washington will be placing yet another requirement on
the private sector--a requirement whose costs will be
great and which will do very little to increase the total

availability of mortgage funds in our housing markets.



I trust that the agencies administering Title III of
this bill will carefully assess the costs and benefits
to both the lenders and borrowers. This legislation will
have a four-year duration. If, within that period, undue
burdens result from the implementation of this program,

I shall not hesitate to recommend amending legislation.

I also trust that the Congress will take action to
solve the capital shortage problem which our country
faces. Over the years our expanding capital markets
have helped to make the American economy strong largely
because sufficient capital--for housing, industry, consumer
credit and other purposes--has been available to sustain
economic growth. Rather than allocation of capital, my
Administration is committed to improve and strengthen
the free market mechanisms used for raising and investing
capital~--particularly for housing. To this end I have
urged Congress to enact the Administration's Financial
Institutions Act of 1975, (S.1267), a bill which will
permit banks and other thrift organizations to offer
competitive yields on savings deposits and a wider range
of services to customers and homebuyers. This legislation
will offer new incentives to all mortgage lenders and
should help alleviate shortages of mortgage money in all

the housing markets of our Nation.



I am signing into law today S. 1281. Title I of this
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bill extends until March 1, 1977, the authority of various

T

Federal agencies to regulate interest ratesfon)ertain
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S%gigwly deposits @ financial institutions. Title II
extends the authorization of the National Commission on
Electronic Fund Transfers for two years beyond the confirmation
date of its chairperson. I support these two measures.
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mortgage and home improvement loans, by census tract or zip
code, This Federal law will be enforced by several Federal
regulatory agencies (the Federal Reserve Board, Federal
Home Loan Bank Board and others) and will supersede any
inconsistent provisions of State laws. The Federal Reserve

Board will have authority to exempt State chartered

institutions which are subject to similar State disclosure
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income, older neighborhoods--where credit discrimination

is alleged to occur.&o.'ﬁﬂv U’°M aﬁvgwrl“l—‘g ons

I firmly believe, as do most people, that discrimination

on racial or ethnic grounds is a practice which is
abhorrent to our American way of life. Our Constitution
grants equal liberties to all citizens. Federal, State and
local laws expressly prohibit discriminatory practices.

And our courts have continued to uphold the principle

that a strong and free Nation is one which can, and must,
protect any individual's rights,regardless -of race or
religion. This bill attempts to expose any such discrimin-
ation financial institutions providing
housing credit and I strongly support this objective.

While I note that the Congress claims that this legis-
lation is not intended to encourage unsound lending
practices or the allocation of credit, I am concerned that ’f"us

ol O, il nposes |
b;sob"‘”x IRl a2 burdensome and costly requirement for
AJ additional recordkeeping and paperwork. Unless this
new disclosure pragram is very carefully administered,
Washington will be placing yet another requirement on

) , whicH
the private sector--a requirement wisemse=SeTs will i IMPoSE

SURSTANTIAL COSTS GBUT
vt mmimwisewh will do very little to increase the total

availability of mortgage funds in our housing markets. R
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I am signing into law today S. 1281. Title I of this

bill extends until March 1, 1977, the authority of various

Federal agencies to regulate interest ratesgon“ ertain

IN
Scbsimigp deposits @ financial. 1nst1tut10ns. Title II

extends the authorization of the National Commission on
Electronic Fund Transfers for two years beyond the confirmation
date of its chairperson. I support these two measures.
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However, I have some reservations about Tltle IIT, H”“’
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mortgage and home improvement loans Aby census tract or zip
code, This Federal law will be enforced by several Federal
regulatory agencies (the Federal Reserve Board, FederalA
Home Loan Bank Board and others) and will supersede any
inconsistent provisions of State laws. The Federal Reserve
Board will have authority to exempt State chartered
institutions which are subject to similar State disclosure
and enforcement requlrements.
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I firmly believe, as do most people, that discrimination

on racial or ethnic grounds is a practice which is
abhorrent to our American way of life. Our Constitution
grants equal liberties to all citizens. Federal, State and
local laws expressly prohibit discriminatory practices.
4mrd our courts have continued to uphold the principle
that a strong and free Natién is one which can, and must,
protect any individual's rightf,regardléss:of race or
religion. This bill attempts to expose any such discrimin-
ation qﬁiﬂhsa;llhlﬁ! financial institutions providing
housing credit, amé I strongly support this objective.

While I note that the Congress claims that this legis-

lation is not intended to encourage unsound lending

practlces or the allocation of credit, I am concerned that’T{us

lhmg/
a burdensome and costly requirement for
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}&&?‘ additional recordkeeping and paperwork. Unless this
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the Fedoal Govrrment
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the private sector--a requirement wiseesmmcers will ise IMPoSE
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availability of mortgage funds in our housing markets. R



I trust that the agencies administeriyng Title III of
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to both the lenders and borrowers. EXhis legislation will
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have a four-year Swcaimissss If, within that period, undue

burdens result from the implementation of this program,

I shall not hesitate to recommend amending legislation.
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I also t that the Congress will
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solve the capital shortage problem which our country

faces. Over the years our expanding capital markets

yee
have helped a-—& the American economy strong EEERED-

because sufficient capital-~for housing, industry, consumer
credit and other purposes--has been available to sustain
SUPPDORT CAPITAL
economic growth. Rather than allocation’aﬁtnnpﬂﬁﬁia my
Administration is committed to improve and strengthen
the free’mérket mechanisms used for raising and investing
capital--particularly for housing. To this end I have
urged Congress to endct the Administration's Financial
Institutions Act of 1975, (S.1267), a bill which will
permit banks and other thrift organizations to offer
competitive yields on savings deposits and a wider range
of services to customers and homebuyers. This legislation
will offer new incentives to all mortgage lenders and

should help alleviate shortages of mortgage money in @E‘UQR‘}’O

M housing market$ of our Nation.



STATEMENT BY THE PRESIDENT

I am signing into law today S. 128l. Title I of
this bill extends until March 1, 1977, the authority of
various Federal agencies to regulate interest rates paid
on certain deposits in financial institutions. Title II
extends the authorization of the National Commission on
Electronic Fund Transfers for two years beyond the con-
firmation date of its chairperson. I support these two
.measures. However, I have some reservations about Title III,
the "Home Mortgage Disclosure Act of 1975."

This Act will require financial institutions having
over $10 million in assets and operating in large urban
"standard metropolitan statistical areas" to comply with
a new program of Federal regulation. All of these
depository institutions.will be required to compile,
and make available for public inspection, information
on the number and total dollar amount of mortgage and home
improvement loans, broken down by census tract or zip
code. This Federal law will be enforced by several
Federal regulatory agencies (the Federal Reserve Board,
Federal Home Loan Bank Board and others) and will super-
sede any inconsistent provisions of State laws. The
Federal Reserve Board will have authority to exempt
State chartered institutions which are subject to similar
State disclosure and enforcement requirements.

In essence, this third Title attempts to highlight
the problem of mortgage and home improvement loan fund
shortages in some parts of large urban areas -- often
lower income, older neighborhoods -- where credit dis-
crimination based upon geographic factors is alleged to
occur.

I firmly believe, as do most people, that discrimination
on racial or ethnic grounds is a practice which is abhorrent
to our American way of life. Our Constitution grants

equal liberties to all citizens. Federal, State and
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local laws expressly prohibit discriminatory practices.
Our courts have continued to uphold the principle that
a strong and free Nation is one which can, and must,
protect any individual's rights, regardless of race or
religion. This bill attempts to expose any such dis=
crimination by financial institutions providing housing
credit. I strongly support this objective.

While I note that the Congress claims that this
legislation is not intended to encourage unsound lending
practices or the allocation of credit, I am concerned that
this Mortgage Disclosure Act may impose a burdensome and
costly requirement for additional recordkeeping and paper-
work. Unless this new disclosure program is very carefully
administered, the Federal Government will be placing yet
another requirement on the private sector -- a requirement
which will impose substantial costs but will do very little
to increase the total availability of mortgage funds in our
housing markets.

I trust that the agencies administering Title III of
this bill will assess carefully the costs and benefits to
both the lenders and borrowers. As presently enacted, this
legislation will have a four-year life. If, within that
period, undue burdens result from the implementation of
this program, I shall not hesitate to recommend amending
legislation.

I also trust that the Congress.will join with my
Administration in working to solve the capital shortage
problem which our country faces. Over the years our ex-
panding capital markets have helped keep the American
economy strong because sufficient capital -- for housing,
industry, consumer credit and other purposes =-- has been
available to sustain economic growth. Rather than support

capital allocation, my Administration is committed to
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improve and strengthen the free market mechanisms used for
raising and investing capital -- particularly for housing.
To this end I have urged Congress to enact the Administration's
Financial Institutions Act of 1975, (S. 1267), a bill which
will permit banks and other thrift organizations to offer
competitive yields on savings deposits and a wider range
of services to customers and homebuyers. This legislation
will offer new incentives to all mortgage lenders and
should help alleviate shortages of mortgage money in every

housing market of our Nation.
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STATEMENT BY THE PRESIDENT

I have signed into law S. 128l. Title I of
this bill extends until March 1, 1977, the authority of
various Federal agencies to regulate interest rates paid
on certain deposits in financial institutions. Title II
extends the authorization of the National Commission on
Electronic Fund Transfers for two years beyond the con-
firmation date of its chairperson. I support these two
measures. However, I have some reservations about Title III,
the "Home Mortgage Disclosure Act of 1975."

This Act will require financial institutions having
over $10 million in assets and operating in large urban
"standard metropolitan statistical areas" to comply with
a new program of Federal regulation. All of these
depository institutions will be required to compile,
and make available for public inspection, information
on the number and total dollar amount of mortgage and home
improvement loans, broken down by census tract or zip
code. This Federal law will be enforced by several
Federal regqulatory agencies (the Federal Reserve Board,
Federal Home Loan Bank Board and others) and will super-
sede any inconsistent provisions of State laws. The
Federal Reserve Board will have authority to exempt
State chartered institutions which are subject to similar
State disclosure and enforcement requirements.

In essence, this third Title attempts to highlight
the problem of mortgage and home improvement loan fund
shortages in some parts of large urban areas -- often
lower income, older neighborhoods -- where credit dis-
crimination based upon geographic factors is alleged to
occur.,

I firmly believe, as do most people, that discrimination
on racial or ethnic grounds is a practice which is abhorrent
to our American way of life. Our Constitution grants
equal liberties to all citizens. Federal, State and
local laws expressly prohibit discriminatory practices.

Our courts have continued to uphold the principle that
a strong and free Nation is one which can, and must,
protect any individual's rights, regardless of race or
religion. This bill attempts to expose any such dis-
crimination by financial institutions providing housing
credit. I strongly support this objective.

While I note that the Congress claims that this
legislation is not intended to encourage unsound lending
practices or the allocation of credit, I am concerned that
this Mortgage Disclosure Act may impose a burdensome and
costly requirement for additional recordkeeping and paper-
work. Unless this new disclosure program is very carefully
administered, the Federal Government will be placing yet

more



2

another requirement on the private sector -- a requirement
which will impose substantial costs but will do very little
to increase the total availability of mortgage funds in our
housing markets.

I trust that the agencies administering Title III of
this bill will assess carefully the costs and benefits to
both the lenders and borrowers. As presently enacted, this
legislation will have a four-year life. 1If, within that
period, undue burdens result from the implementation of
this program, I shall not hesitate to recommend amending
legislation.

I also trust that the Congress will join with my
Administration in working to solve the capital shortage
problem which our country faces. Over the years our ex-
panding capital markets have helped keep the American
economy strong because sufficient capital -- for housing,
industry, consumer credit and other purposes -- has been
available to sustain economic growth. Rather than support
capital allocation, my Administration is committed to
improve and strengthen the free market mechanisms used for
raising and investing capital -- particularly for housing.
To this end I have urged Congress to enact the Administration's
Financial Institutions Act of 1975, (S. 1267), a bill which
will permit banks and other thrift organizations to offer
competitive yields on savings deposits and a wider range
of services to customers and homebuyers. This legislation
will offer new incentives to all mortgage lenders and
should help alleviate shortages of mortgage money in every
housing market of our Nation.
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