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[From the Wall Street Journal Feb. 28, 1966]
EXHIBIT II-«B

MoneEY Frow INTO MORTGAGES MAY FALL b PEROFNT 1N 1966, HomE LoAN BANK
CHIEF Horwm SAys

(By a Wall Stree; umal staff reporter\

‘W ASHINGTON.—The Government’s sawngs and loan supervisor said the flow
of money into mortgages may /drop it. 5 percent - during 1966 but housing
oorns’rrucrtlon isn't etpected to fall that

foreoas&s of a decline of $1 to %1 5 b i 5 Aage lnoney fxvailablhtv thlS
year in comparison with 1965 “sugge$ md ¢ of a rise in interest rates than some
expected earlier.” I

In a speech to the Natloml Le«a of| Insured Savings Associations’ annual
legislative meeting here, Mr. Horn id |the situation has favorable aspects in
that “lenders can be more pelective | md those practi es that a severe over-
supply of funds encourages.” '/ The ¢ ‘
he added, wouldn’t justify-the dlS j Home Loan ranks in giving associations

“wide-open, unrestricted access” to ¢redit,

Separately, a Board official confirmed| reports that 3 more of the 12 Federal
Home Loan banks have raiged the/ rate they charge ‘associations for advances.
The New York bank went to 5 from 45/ percent, the Topeka bank to 5 from 43/
percent, and the Cineinnati bank to from 45 percent

The increases, for the most pa
rate increases of last:month, when
addrri(mal rises v‘ould be. necessary

Late on advaneces could soon | beco th‘ most common one. .

Faetors tending to shrink morftg flows, My, Horne said, include a “drawing
away” from mortgagés by insurance companies, banks’ traditional mortgage
cutbacks in' préiods of tight oredit and the “somewhat smaller” flow of savings
to Savings and Loans dué to "eompetition from ‘banks and sec urmes
markets,

ER I)EVELOPMENTS

Aside from the difficulty of obtdining fingincing for some projects, Mr. Horne
said; other developments may back ‘housing starts. Inventories of ungold
new houges are “higher than ;may be desirable,” he said, even though they. de-
clined- to 220,000 late last y ar from 260,000 early in 1964. “Any significant
increase in single-family’ dwelling ¢onstruction this year would increase inven-
tories,” he said, partly becauge/ formation of 1niéw households isn’t expected to
grow much: this year above the 5.year ayerage annual rate of 900,000 units. :

Higher Cfonstruction costs: mpy tend to have a greater dampening effect on starts
thig year than in perio ith “large urgent, backlogs* of demand,” Mr. Horne

said. . Homebuilding re'rigen dn average 2 percent in each of the past
o\vearq ‘with a:8: 5*percenf jump’ during 1965, He added. Now is a good time to
dobrect “imbalances’” in/ the hotising markets, Mr. Horne urged, citing: the “hlgh
level of foreclosures” persisting despite general prosperity.

Mr.. Horne also sought. industry support for a White Houge- backed propnosaI
that would ‘give the Board additional mperwsory tools.  Soon to be introduced,
‘he gaid; this bill would allow the| Board to issue’ tease-and-desist orders 'to halt
illegal actions that/ threate dssociation with substantial loss and that would
et it remove, in ‘wome situt S, oﬁicers and directors.

Powers would be -limited | ious pi VLsions, Mr. Horne said, and would

j he Board’s present “last resort” omes that
ult in complete takeover. Federal Deposit
tends to seek similar- authonty over bhanks.




