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NATIONAL ASSOCIATION OF MUTUAL SAVINGS BANKS 
. . 

BOSTON, MASSACHUSETTS 

. MAY 12, 1975 

AT MY SWEARING-IN CEREMONIES BARELY TWO MONTHS AGO, 
. . . 

PRESIDENT FoRD STATED THAT THEREAFTER ANYONE WHO HAD A 

COMPLAINT ABOUT HOUSING SHOULD "HEAD FOR THE HILLS", THAT 

BIT OF PRESIDENTIAL ADVICE HAS BEEN WELL-HEEDED. ·IN THESE 

PAST 8 WEEKS I CAN TELL YOU THAT THE COViPLAINTS HAVE NOT 

ONLY HEADED FOR, BUT HAVE ARRIVED AT "THE HILLS". Bur, 
( THE SOLUTIONS ARE TAKING A SOMEWHAT SLOWER PATH. l AM GLAD 

TO BE HERE WITH YOU TODAY TO SHARE MY THOUGHTS ON THE PROBLErtS 

OF THE HOUSING INDUSTRY. 

THE HOUSIN~ INDUSTRY FACES BOTH LONG AND SHORT-TERM 

PROBLEMS. OUR SHORT-TERM PROBLEM IS THE CURRENT SLUMP IN 

HOUSING STARTS AND MORTGAGE LENDING, OF WHICH YOU ARE ALL 

TOO \'/ELL AWARE, 

THAT SHORT-TERM PROBLEM, AS PRESSING AS IT MAY BE,- IS 

ONLY A SYMPTON OF THE REAL ILLS OF THE HOUSING AND MORTG~GE 

FINANCE SECTORS OF THE ECONOMY. 

Digitized from Box 1 of the Carla A. Hills Speeches at the Gerald R. Ford Presidential Library
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HOUSING IS A CAPITAL INTENSIVE INDUSTRY. THUS,, WHEN 

INTEREST RATES RISE,, MONEY FLOWS OUT OF THRIFT INSTITUTIONS 

LIKE YOUR OWN,, CREATING A SCARCITY OF MORTGAGE FUNDS AND A 

~ESULTING DECLINE IN HOUSING STARTS. THE CURRENT DOWNTURN 

IN THE HOUSING INDUSTRY IS ONLY THE LATEST MANIFESTATION OF 

THIS CYCLE, THUS,, THE REAL PROBLEM OF THE HOUSING INDUSTRY 

IS NOT ITS CURRENT SLUMP,, BUT ITS VULNERABILITY TO ECONOMIC 

CYCLES, 

WE f\LRE/;DY HAVE THE BASIC TOOLS TO ALLEY I ATE THE SYMPTONS. 

THE EMERGENCY HOME PURCHASE ACT OF 1974 GAVE THE SECRETARY 

DISCRETIONARY AUTHORITYJ THROUGH THE GOVERNMENT NATIONAL 

i'10RTGAGE ASSOCIATION,, AFFECTIONATELY CALLED GINNIE MAE,, TO 

OP,ERATE A TAl~DEM PROGRAM. UNDER THIS PLAN,, GNMA MAKES 

COMMITMENTS TO PURCHASE,, THEN PURCHASES FROM LENDERS,, MORTGAGES 

WRITTEN AT AN INTEREST RATE DETERMINED BY A STATUTORY FORMULA,, 

WHICH,, TODAY,, IS 8 PERCENT, 
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GNMA THEN SELLS THESE MORTGAGES TO THE FEDERAL NATIONAL 

MORTGAGE CORPORATION, AFFECTIONATELY CALLED FANNIE MAE, OR 

TO PRIVATE INVESTORS, AT AUCTION, ABSORBING THE DIFFERENCE 

BETWEEN THE PURCHASE AND SALE PRICE AS A SUBSIDY. THE TANDEM 

PROGRAM THUS NOT ONLY PROVIDES A SHALLOW .SUBSIDY FOR MORTGAGE 

LOANS, BUT ALSO INCREASES THE TOTAL AMOUNT OF FUNDS AVAILABLE 

FOR. MO~TGAGE CREUIT. 

DURING THE PAST YEAR, GINNIE f·1AE MADE COMMiTMENTS TO BUY 

$12.5 BILLION DOLLARS IN TANDEM PLAN MORTGAGES AT BELOW MARKET 

INTEREST RATES. To DATE, WE HAVE PUR~HASED ABOUT $2.5 BILLION 
.. 

DOLLARS OF MORTGAGES LEAVING OVER $9,5 BILLION STILL IN THE 

PIPELINE FOR PURCHASE,: 

A GOOD PROPORTION OF THE COMMITMENTS HAVE BEEN ALLOCATED 

FOR $PRING AND SUMMER HOUSING STARTS, WHICH SHOULD GIVE A 

DESIRABLE BOOST TO THIS YEAR'S· HOUSING CONSTRUCTION. 

HUD SUPPORTS PENDING LEGISLATION WHICH WOULD INCREASE 

OUR TANDEM AUTHORITY AND EXTEND ITS AVAILABILitY FOR ANOTHER 

YEAR, TO OCTOBER 1976. HUD ALSO FAVORS EXTENSIONS OF T~E ACT 

TO AUTHORIZE THE PURCHASE OF MORTGAGES COVERING MULTI-FAMILY 

PROJECTS, AND INDIVIDUAL CONDOMINIUM UNITS, WliICH ARE NOT 

FH/\- INSURED, /';:.~r<. · . 
/Q 

t..' '} 
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THAT EXTENDED AUTHORITY SHOULD GIVE US A FLEXIBLE AND 

LOW-COST MEANS TO ASSIST THE MORTGAGE CREDIT MARKET) WITHOUT 

SIMULTANEOUSLY SETTING THE STAGE FOR FURTHER INFLATION-INDUCED 

r·:CJRTG!\GE CREDIT SHORTAGES, 

THE VIRUTE OF THE TANDEM PLAN IS THAT IT IS A MORE SIMPLE) 

AND INEXPENSIVE MEANS OF INJECTING MONEY INTO THE MORTGAGE 

~A~KET THAN VARIOUS SUBSIDY PROPOSALS CURRENTLY BEING CONSIDERED. 

J.'.rrn,, r·:OST Il-':?OFZTANTLYJ IT CAN BE QUICKLY IMPLEMENTED. HENCE) 

lT IS WELL ADAPTED TO THE RAPIDLY CHANGING MARKET CONDITIONS 

WHICH CHARACTERIZE THE HOUSING INDUSTRY, 

JN CONTRAST) CONGRESS HAS REACTED TO THE CURRENT SLUMP 

\-l!TH A MASSIVE OMNIBUS HOUSING ASSISTAr~cE BILL) CONTAINING 

A WIDE VARIETY OF. NEW) COMPLEX AND EXPENSIVE INTEREST SUBSIDIES 

FOR HOME PURCHASERS, IN WASHINGTON) A CONFERENCE COMMITTEE 

IS HAMMERING OUT THE DETAILS OF THIS MASSIVE NEW SPENDING 

~-1r:;i.suRE, BETWEEN T~IEMJ THE HousE AND THE SEN/\TE HAVE PASSED 

PROVISIONS WITH A PRICE TAG WHICH COULD EXCEED $2,4 BILLION 

DOLLARS. 
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WE DO NOT BELIEVE THAT SUCH MASSIVE NEW SPENDING IS 

REQUIRED. To THE CONTRARYJ WE FEAR THAT SUCH SPENDING 

THREATENS THE INCIPIENT RECOVERY OF OUR ECONOMY ANDJ MORE 

IMPORTANTLYJ HOLDS THE PROMISE OF ANOTHER INFLATIONARY 

CYCLE THAT WILL EXACERBATE THE HISTORICAL S\·HNGS OF THE 

HOUSING· INDUSTRY. 

'FORCING TREASURY BORROWING ABOVE A TOLERABLE LEVEL 

WILL DEPLETE AVAILABLE CAPITALJ AND DRIVE UP THE COST OF 

MONEY TO THE POINT WHERE THE ECONOMY WILL AGAIN PLUMMET. 

LEADING THE PLUNGE·J· AS ALWAYS,,· WILL BE HOUSING. ·1T 1s 

.FEAR OF ANOTHER suc;H PLUNGE. THAT ACCOUNTS FOR PRESIDENT 

FORD'S GREAT CONCERN WITH THE PROSPECT OF AN UNRESTRAINED 

BUDGET DEFICIT. 

(ONGRES~' REACTION TO THE HOUSING CRISIS REMINDS ME 

OF THE AIRLINE PILOT WHO PROUDLY ANNOUNCES TO HIS PASSENGERS.1 

~WE HAVE A GOOD TAILWIND" PERFECT WEATHERJ WE ARE BREAKING 

ALL COMMERCIAL SPEED RECORDS." "Bur WE'RE LOST." THE ~ILL'S 
LACK OF FOCUS MAKES ONE WONDER IF CONGRESS REALLY KNOWS WHERE 

. . . 
IT'S GOINGJ ALTHOUGH IT'S GOING THERE FULL SPEED AHEAD. 

''-~ 

-~--~·'· 
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To ILLUSTRf\TE.1 THE SENATE BILL AUGMENTS llUD's TANDEM 

AUli-iOfHTY \'JITH AN AUTOMATIC 11TRIGGER
11 

MECHANISM., \'!HICH 

GOES INTO EFFECT WHENEVER HOUSING STARTS FALL BELOW A 1.6 
MILLION ANNUAL LEVEL FOR lJ CONSECUTIVE MONTHS, 

IF THf.\T PfWVI SI ON HAD BEEN IN EFFECT OVER THE PAST 11 
YEARS., THE TRIGGER WOULD HAVE BEEN PULLED IN 8 OF THOSE 11 
YEARS. AT WH!\T COST TO Tl-:E TAXPAYERS .1 I CANNOT SAY -- NOR 

C/-.i'S I S:\Y i·!ITH PRECISION 1-:0i'J MUCH \·:ORSE OUR I~FLATION RATE 

WOULD HAVE BEEN BY NOW AS A RESULT. Bur I CAN SAY WE WOULD 

HAVE OFTEN UTILIZED THIS RESOURCE WHEN IT WAS NOT NEEDED. 

THE TRIGGER WOULD ROB THE "TANDEM PLJ\N 11 OF ONE OF ITS GREATEST 

ASSETS -- ITS FLEXIBILITY., WHICH ALLOWS IT TO ADAPT TO RAPIDLY 

CHANGING MARKET CONDITIONS, 

.. 

BEYOND THAT.1 THE "TRIGGER" IS ATTACHED TO A LOADED GUN 

WHICH MAY BACKFIRE. SUCH A 
11

TRIGGER
11 

MECHANISM WOULD 

Ef'!COURAGE CONSUMERS IN A WEJ\K MARKET TO DELAY corHEMPLATED 

Hrn,:E PURCHASES -- Tl-iUS DR IV I !~G DO\·Ji"! STARTS M!D CAUSING THE 

TR I GGER TO GO OFF Arm FI RE A SUBSIDY AT PROSPECTIVE BUYERS, 
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APART FROM SUCH GIMMICKS, THE PENDING PROPOSALS PROVIDE 

FOR VARIOUS DiRECT GOVERNMENT MORTGAGE INTEREST SUBSIDIES. 
. . . .. . 

As A GENERAL PROPOSITION, I AM CONVINCED THAT TEMPORARY INTEREST 

SUBSIDIES WILL NOT SOLVE THE CYCLICAL PROBLEMS OF THE HOUSIUG 

INDUSTRY. 

THE SUBSIDY DISRUPTS THE FINANCIAL MARKETPLACE WITHOUT 

INCREASING THE TOTAL AMOUNT OF CREDIT AVAILABLE FOR RESIDENTIAL 

.CONSTRUCT I ON I 

IN TIMES OF SCARCE CREDIT) AN INTEREST SUBSIDY FOR ONE 
. . . . . . . -- . . . . .. . . . . . . . . .. 

SEGMENT OF Tf:1E HOUSING MARKET ONLY SUBSTITUTES THOSE \·;HO 

RECEIVE THE SUBSIDY FO.R THOSE WHO WOULD HAVE BUILT OR BOUGHT 
. . . . . . . .. . .. .. . . . . . .. . 

IF THE PRIVATE 0 MARKET HAD OPERATED WITHOUT INTERFERENCE. 

. . ....... . 
DESPITE THEIR COSTSJ THE PENDING BILLS CURRENTLY PROVIDE 

. . .. . . ... . . . . . . . . .. . . . . . . 

FOR ONLY 400,000 HOME PURCHASERS TO RECEIVE INTEREST SUBSIDIES, 
.. . . . . . . . . . . . . . . . 

THE MOST PESSIMISTIC PREDICTIONS FOR THIS YEAR ARE FOR THREE 
. . . .. . . . .......... . 

TIMES THAT NUMBER OF STARTS) SO THE SUBSIDY MAY NOT _ONLY FAIL 
. . . . . . .. 

TO I NCRE.L\SE BUT MAY ACTUALLY DETER NEW STARTS. SOME HOf.fE 

BUYERS MAY WELL DELAY PURCHASES IN THE HOPES THAT NEXT YEAR 

THEY WILL BE ONE OF THE LUCKY FEW TO RECEIVE AN INTEREST SUBSIDY. 
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THE DEPTH OF THE PROPOSED SUBSIDY IS ALSO OF CONCERN, 

T1·:E G PERCENT INTEREST RATE PROVIDED FOR IN BOTH THE HOUSE 

AND THE SENATE PROPOSALS IS UNREALISTICALLY LO\·/, CONVENTIONAL 

r-:or~-t"G;\GES HAVE NOT BEEN J\ T THAT LEVEL s INCE 1966 I THRIFTS 

ARE FORCED TO PAY INTEREST ON LONG-TERM ACCOUNTS AT 7 PERCENT 

CR ~;IGHER. THERE IS NO WAY THEY CAN COMPETE WITH 6 PERCENT 

MOnTGAGES. HENCE, PRESSURE WILL BUILD TO EXTEND THE PROGRAM, 

/.'.'.!) THE FEDa;AL GovERNl·:Er·JT \'/I LL Hf-\ VE ALL BlJT TAKEN OVER THE 

PRIVATE MORTGAGE CREDIT MARKET. 

THE PROGRAM IS TERMED "TEMPORARY". Bur, AS WE ALL KNOW, 

ONCE A 11GIVEA\'!/\Y
11 PROGRAM IS ENACTED INTO LAW, THE PRESSURE 

FOR INDEFINITE CONTINUANCE IS ALMOST IRRESISTIBLE, 

Aun, IT SHOULD BE NOTED THAT THE HOUSE VERSION ALLO\·JS 

THE ALTERNATIVE OF A 7 PERCENT INTEREST RATE THROUGHOUT THE 

GHIP.E LIFE OF THE f'iORTGAGE. IN OTHER WORDS, THE PUBLIC 

COULD BE P/'.Y I UG FOR THE COST OF A SO-CALLED "EMERGENCY TEMPORARY 11 

~EASURE FOR THE NEXT 30 YEARS, 
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THESE INTEREST SUBSIDY PROGRAMS ARE NOT Ol~LY ur~\'-! I SE., 

BUT ALSO UNNECESSARY IN VIEW OF RECENT EXPERIENCE. THE 

RECORD SUGGESTS THAT VERY HIGH LEVELS OF DEMAND AND PRODUCTION 

-- WELL OVER 2 MILLION ANNUAL STARTS -- CAN BE SUSTAINED WITH 

INTEREST RATES RANGING FROM 7-1/2 TO 8 PERCENT. MORTGAGES 

BEARING ALMOST THAT RATE ARE NOvl AVAILABLE UNDER THE TANDEM 

PLAN. 

'ANOTHER DANGER I SEE IN THE PENDING PROPOSALS IS THAT 

THEIR IMMED'IATE EFFECT MAY BE TO STOP -- RATHER THAN STIMULATE 
. . 

-- HOME BUYING. IT WILL TAKE A CERTAIN AMOU~T OF TIME·FOR 

THE MEASURE TO BECOME LAW; AN ADDITIONAL PERIOD IS NECESSARY 

TO DRAFT REGULATIONS TO IMPLEMENT THE LAW; FURTHER TIME ·rs 

NEEDED FOR.APPROPRIATIONS. HENCE THE PROBABLE TIME FRAME 

FOR IMPLEMENTATION IS NEXT FALL -- OR PERHAPS EVEN WINTER. 

IN THE ·INTERIM., POTENTIALLY ELIGIBLE FAMILIES Ct.:~ BE 

EXPECTED TO POSTPONE HOUSING PURCHASES UNTIL THE CHEAFER 

f'iORTGAGES COME INTO BEING .. DURING THAT HIATUS,, HOUSING. 

COi!STRUCTION COULD GO FROM DEPRESSED TO ALL BUT NON-EXISTENT. 
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FINALLY, CONGRESS' PROGRAMS, DESIGNED TO RELIEVE THE 

CUf:fH:NT DOi\'NTURN, COULD END UP ACTUl\LL Y TAKI NG EFFECT DUR ING 

1\i''. H'1PENDING UPTURN \•H-IICH CURRENT FORECASTS PORTEND -- JUST 

If.! TiME TO DO THE MOST HARM_, BY CAUSH:G ANOTHER INFLATION/l.RY 

SP I RP.L IN HOUSING COSTS. 

CONGRESS HAS DIAGNOSED THE PROBLEM OF THE HOUSING INDUSTRY 

i,,s BE rr~s Hr GH M~NTHL v MORTGAGE P/l.'fr'.t::NTS. UrJFORTUNATEL y ... 

Cc~s~ESS SEEMS LIKE THE DOCTOR WHO ANNOUNCES THAT HE HAS 

SUCCESSFULLY TREATED THE PATIENT'S SYtlPTONS, ONLY TO CONFESS 

Tlli\T THE PATIENT HAS DIED OF THE Ut·rnERLYING DiSEASE IN THE 

INTERIM. THAT UNDERLYING DISEASE MAY BE A HUGE FEDERAL DEFICIT 

AHD AN EXACERBATED MORTGAGE CREDIT CRISIS. 

WE DO NOT BELIEVE THAT WE CAN SPEND OUR WAY OUT OF THE 

HOUSING SLUMP, WITHOUT INVITING A NEW AND MORE CRIPPLING 

IMFLATIONARY SPIRAL IN WHICH HOUSING WOULD BE THE FIRST 

TO SUFFER. 

- . 
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T1-:E1~r: IS f·i!JC l1 THi\T IS COUNTU\ Pl\ll 1)UC T1\'E HI TliL:: nru_s 

f\ O\'i Ui\DEf~ CO[~S l DErU\T I ON, \'fE 1-[[t_ TH!•T TH ERE IS f,l)[QLJ:\T E 

FLEXIBIL ITY IN OlJR CUJ;rn [NT /\ UTHORI TY TO P EF~fiill. US TO Ef~COUi-~/1C[ 

/\f;D GUIDE TH !: Rf: COVERY OF Tl/[ HOUSl: !G I!vDUSTJ:Y . Ar\D .. THE 

PEr~Dif<G I3ILLS Sif.IP LY DO NOT REAC!i TH ~ LOi~G-T !: Rl·1 cor-rnITJO!~~ 

\·;ii I c: 1 GA \IE R I s E T 0 THE cu RR ENT H 0 us rr: G s Lu {'; r ' 

THE f,!J{i!fdSTR.l\T I Oi·~ i S_. HCMEVE i~ .. L.OO f<it~ G FC!\ sourrH': :s 

TO THE: Ui~D l:R LY ii·:G LO !~C-Tl.r::r'i PFW0U:i i o:- CYCLi z~:\! _ FLLICTLl/1.TIOf.:S 

Ii~ l·',Of(TGAGE Cl-\ED n - f\V1\IL.l\DILITY. 

\·!E ARE URGING P,L\SSAGE or- THE FI NM~C i l\L li~STITUT IONS 1-'\cT,.. 

\·/HIC-l COiHAH~S . MA!~ Y PROVISIONS AU;ED AT REDUC ING THE SEV ER I TY 

OF FUTURE HOUSING CREDIT CYCLES. 

THE PiCT l•WLJLD PERMIT {\ DIVE RSif-"JC/nrou OF SERVICES AND 

ir:VESTl·:Ef!TS BY INSTITUTIONS.1 SUCH i-.S YOU?.S,. :-ic!\\/ILY HNOLVED 

IN l<CRTGP..GE FINJ\f~CE,.. REDUCif\!G THEIR VUU~ ERP.BIL I TY TO ECO~lOMIC 

l.YCL!::S, 

THRIFT INSTITUTIOi,!S \·/ILL BE PEf:l-;ITTED,. FOR THE 1-IRST 

TH':E CJi-l ,f'i. Nf\TIONAL BASIS,.. TO 01-FC:: Cf-:ECKI:<s ; .. r~EJ f'.:0\-! ACCOU!'HS 

!>.:; D TO U,! G !1 G E I r·J Cf~ ED I T CA I~ D TR i\: .: :: ACT I 0 ~; S • 
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'! :) If.!\'LSTf-'.f]·H ro\!J:W~.1 TO Ii~CRU\S[ TllUR INCOi·iE J\ND L. IClUIDITY. 

Ii l l ~~ l [,'CF:!~/',~) 1.:u /\In::~);\ l lY \·,'I LL Ii !C UJDE NOT ON Ly CONSUMER 

'
· .• . ·_ · i',_-1.:.1_·.-. 1·.1.:1_.- ::, .• ,,,·.1 ... r.\ 1 1- 1,. · ;:·.!·1·1·· y n.c ':::~ ~-· 1 •' !f· 1 cr-:: ·~rS/' l)Y Go\'~t-Ri,!>.'r::rr1· 

,. 1 Ji\.', ''··· J/, ._ ..._ .• _.,;,,,;, , \ )1 1 . ... ~.11 t...• ! ' '-·' ._ . 1 •• \" , ' _\.,\.!(!:~ 

: , , c Ff/'. s !: n c 0 J ·'if" LT IT I 0 r J ' 

T~l[ l ~r;u.:.:CJf\l l!JSTI-llJTIOf~S fl.CT /\LSO LOC\S TO\·!ARD A POSSIBLE 

;, ;~C l__ITIC:: OF Il'1TERf::ST R1,1r.: CEILHJGS, i.fITHIN 5-1/2 YEARS OF 

[;;,.r,cTr-·.~;n.1 Tf-:[F~E \·:ILL i3E A THOf-WUGH STUDY OF THE Fii~Al~CIAL 

t.rm 0!'! THE Bf,SIS OF THE Flfl!DINGS or: THJ'.'..T STUD Y.1 \·/ILL THE 

fD~INISTRATION RECOK~~ND TO (ONGR~SS W~ETHER OR NOT TO ABOLISH 

T 0 [l,'.CO U~/\G [ Bf<Ol.DE~{ I l !VESTi<UH ~~ I:! RES; IJEiff I /\L MORTGAGC: S 

THE Acr PROVIDES A TAX CREnr·r OF BET~~EN 1-1/2 PERCENT AND 

. '- r·· . ,, , .. (\'·1· I r:1· .. ": -- 1rJ· p':: P(Lf';-, or: .. _ .. if r··~-- 711TIO'"J 1 S r' or,·1·Fol ro I . :-; : ' 1:.. r ~_j ; \< i ; l~ I \ :. - c . •.) I -- L I\ c... ' I t .. \ .:.. I • ..... . . I l..J I • r {\ - l 
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BFCl\US r:: T J-;[ crn::D IT Is s l Mr LAR TU THI: T /\~( Tr~ u .. n ::.::·n 

CUl~REl~TLY ENJOYED BY THl'nr:T !NSTITlJTIOr~s II~ corm[CTlON \·/ITH 

BAD DEBT RESl:RVES.1 f\ TfU\fJSITION PERIOD IS PROVlDL:D. 

Il·lSTITUTIONS SUCll f\S YOUf~S \·JILL BE GI\'[f~ LHnIL 1979 TO S\'iITCl-i 

OVER TO THE Cf~E:DIT METHOD OF TAX IT;E;\H![i~T, 

THE Tf\X CRE:DIT SHOULD f\LSO DE Af~ H!CEIHIVE TO Tl!E 

PIWGf~/\M. 

FI N/\LL y .I THE f·~ORTGAGE INTEREST TAX CREDIT H/\S /', cour·HEK-

CYCLICAL EFFECT BECAUSE THE RATE ADVANTAGE OF MORTGAGES WILL 

RISE DURING TIMES OF TIGHT MONEY i·iAKii:G ViJRTGAGES RELATIVELY 

MORE ATTRACTIVE TO INVESTORS WHEN CREDIT IS SCARCE. 

THE FINANCIAL INSTITUTIONS AcT HAS BEEr~ CRITICIZED BOTH 

FOR DOING TOO MUCH AND FOR DOING TOO LITTLE. ~0111c c- ~\'{ IT \J ' t_ ,),-

CHAf~GES COViPET IT I VE POSITIONS HJ THE HWUSTRY \-!I TH OUT GOOD 

REASOf!. BuT WE SEE THE AcT AS SEE~ING TO PROVIDE FOR A" LESS 

REGULATED r·lf\R!([T IN \•/HICH ALL B/\f; r(!l~G H;STITUTIOr~s C/\f~ COVi? ETE 

ViORE EFFECTIVELY. : THE BENEFITS TO Bf:.i'i!ZIUG f;:{Oi-1 THIS 

Df::: f::;E GUL!i·l· I Of'l SEEM TO ME TO F/-\R OUT',-;[ i GH Ai-JV ::-EATURES \'{f-1 I Cl1 

/\ l<E SFl: f'! Oil /\ Sr-:orn-·TEf<l·1 E/>-SIS TO F/'.WOR o:: t:: G~CUP or- If l STI TUTIO ~~ s 

OVf R MJOTll [ R I 
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" r. i.:· , . .. ; , ' ·'\ -- ., • , v.~.,1. . 1.::. J 1_,,1 IL1, \·II L.L 1-:[LP l'i~O\II DI:: f, f< Ol~l~ Ct1NSTM!T M~D i·1m~E 

:.DC(";)Ui\T[ SUITLY 01: ~'.C1 :\U' \\'HICH IS ESSENTI/\L TO/\ H!::/\LTHY /\ND 

ST/\l.:LC 1-ll)USif;(~ rt~DUSTRY. A FREER 1-\.1\Rf<ET rs \'.'Ol<Tli SEEl<Il~G. 

T''"" 1- t" ' ") "''{ ~ .. ,.1- --l'T" llr:· 1- ll(>r·s 1' 0 1- l"O Ef',..,' 1Gl-l 1 1uc-T r·, ( ... . -. L: .-. ; ; \.. . :. , \ I r , : \ I 1 , ) I\ ~ ,J • ; ~ . \ u ..J ~ ' 11 u , ,. 0 

11. v ·: THlC'. ~r;:D 
·, ' ' : _ I v .. . .. f .J fl.I~ 1) IF 

h ls :-:en [ •C''/ 
1 :-....\ I 

;.~ ·· .. , r· c-
1 !'..JiJi...:.0 I ,C:., S f·if\ Y n: I fn( Ti-:E PROFOS~:D ~.CT f·l!.Y DE ,. IT IS A 

s lT P 1 n T f T rn c; 1-1 T D i s; E c T r o r•i • 

\·!c: t,;;[ T/\i(Ii\G OTf-:ER STEPS \·!ITHii~ OU~ EXISTING t.UTHORITY 

TO EXPAND AND STABILIZE MORTGAGE CREDIT. 

FIRST,. \·;r: J:.l<E LOC:l(! f·!G FOR Vl1~ YS TO EUT I CE INTO MORTGJl.l~E 

rn.~J'.'.l~CE NH/ SC:URC[S OF IiN[STViEi~T FUiDS i·.'HIC:-l ARE LESS SUBJECT 

TO CYCLICi'.I_ PF-<~SSURES . FOR EXf-',f·~;:;LE,. L.ESS T!--'. .\N 5 PERCENT OF 

l HE-~ $ 217 B ! LL I 0 i·I U ;·n 0: l PE f'-! S 1 0 i·~ FU;: D S I S I i ~\!'.:::STE D HJ H 0 US If·l G , 

\'fr:·: L'OULD LI I~[ TO SE [ TH;\T Hi\/E STt-~r:rrr 



OF MOf\TGACE I NSTRU~iENTS lO SEE IF THEr~E /\l\l: /\L TERl~t\l I \IFS lO 

OF ECON00IC CYCLES, 

n:Rl·iS or:· THIS F' tmCl-L'\S[ H/'.V[ /\ SIG f~ir-:c .t:.rn Ih-' /',CT LIPOf! COi·iS~.1 :-·:~ :;:s 

t\S \·:ELL /\S TH!: F If~Pd·;c ltd_ Hf;Rl(ETS Tf-U\l su;~rt_ Y C':[D IT For-: HOUS ! ;-.;c;. 

TODAY~ f·~OST OF US T /\KE FOR GRAf~TED THE FULLY Al'~Of\ TI Z[u 

LOW DOWN PAYMENTJ LOW MONTHLY PAYMENTJ LONG-TER~I MORTGhGE USED 

TO Flf~A.NCE HOl'<E PURCHASES. Ir 11/!.:.S THE FH·~ r·:ORTGAGE INSUR~.fK[ 

PROGRAM THAT BROUGHT .£\.BOUT MARKET ACCEPTANCE OF THAT I l·;STRUi-i!:i,'T 

IN THE 1930 ~· s I 

TH IS HJSTRUMENT ASSISTED THE NAT I Of{ TO RECOVER FROf·1 THE 

DEPRESSIOf"J p,r·JD SUBSTP.f!TIALLY cmnRIB UTED TO Tf--: E DRAMATIC 

EY.Pf-;NSlOt·JS HJ HOUSir~G Pi~ODUCTION f!.r-m Hor:1EOl'!\::RSHIP \'/HIC~ · 1riE 

H/\VE EXPEr< I ENCED OVER THE PAST /{Q '(Ei-.::\S. 



· ·1· f\l..,,, .. ,n··i ,.., r ~1··: ·ro A''!' \""'=·1··11':ri 1 - I I \ . I I\ _ / \ L. · ·J 1 \ ii I :.. "- I\ 

To THAT HlD,, l·iE 1-1.:\V~-'. U~!'.J~R',!:\Y !\STUDY :,y ·-I '..j r: s I r1 ·~ '1-_I 
I•- ,_V/, 1 

2L!5 OF THE r;:HIOl'l/\L HousH~G Acr,, ,r.,s REVIS:::D I~l 1974 ... TO 

EXPERIME~JT \·:IThl MORTG!\GES J\i"JD LO.:\ll S '. ·!~liCH PiJVlDE F02 '\,.A~Yii'iG 

RJ\TES OF f\i'-;ORTIZATION CORRESPOi·lDii·lG TO A~:TiCIP/\TF:D V/\RI/\Timis 

IN FAMILY INCOME." THE DEPARTMENT Will 

INVITATION TO INTERESTED PARTIES IN THE PRI\',\TE SECTOR,, INC~UDif·!G 

THE FINANCIAL COMMUNITY,, TO SUBMIT PROPOSALS FOR INNOVATIVE 

MORTGAGE INSTRUMENTS \·IH I CH I HCLUDE,, FOR EX!:;"'.?LE,, GR/\DUATED 
. 

PA Yf/iEtff MORTGAGES; DEFER[(E D AMO RT I Z.l\ TI O~J i-iC ~ ·1G1\GES; OR '~s K ! P-

P ' '(ft '='-1·1" PL/: \lS /-\ 1CI, ·\I , IT IS OUR HOPE THRO:.:s:-l THIS PROCESS TO 1-J:'.\Rf·!ESS 

THE EXPERTISE \.'IITHHJ THE PRIVt,TE SECTO,~ TO 1:7:VEL0f'J Fii'l/'-1NC!i:G 

rn::vrc::~ :3 /\PPROPRI/;TE TO THE r.JEEDS OF Ti·iE CCJ:: ~, ~J;H-:R MW L[f.JDC.I~ TO)l,L\'{, 
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rlf\!/\LLYJ l!lJD iS 1NJT1!\llf:(_; 1\ f·!f .. : ~.ll~ s ·1uDY FOCUS Y i~ G 01,! 

THE COSTS, EC:Of~Of·1IC /\f~D SOCI/\L J 01: CYCLJCf,L s1·n1·: Gs lN HOUSif~G 

PRODUCT I O~L Sue! I A STUDY \-WIJLD f;[ !.i.f~ If-lf'ORT,\l \ T COMF'LEf··~ENT 

TO OUI< RESEJ-\RCll STlJDIES /\U~lj,DY Ui-!DEi=: i·U,'f, l11t.:S!.:: STUDIES 

INSIGllTS Af\!D D~Pi: 1nE!'!C[, 

C I~ I l I C I SM 0 F TH i: PR I VAT E S EC T 0 R A R E I f ~ D 1 S F' E :< ~~ / -13 LE T 0 THE S E 

EHDf:f', VORS , I ~n 1_ L r rn T 1-:i: s r T /\ r r: ·ro cr 1 1 u·)o:' rL~r: j,~, 1 -1 u.r:..L '· '-- _ r . , , , ,_ 1 I u . , 

BAi~l(S AssoCIATIOf1l FOR ASSIST.L\NCE HJ THr= COi'iit~G MONTHS. 

THANK YOU. 




