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Lt more 'f y to ope)rate 1n What we mlght <2a,11 a return to normaley,

o Ser Proxyn "”’ef'.notlon is also of eourse if you reduce the
deficit, by mcrea,%mg‘t:axés and reducing spending, reduce the Federal
demand for funds, you' therefore reduce mterestr rates. B :
Mr, McKinNa: Yes, sir. o '
Senator Proxmire. The dlﬂiculty isas you raise taXes y@u my reduoe
economic activity so much that revenues drop rather than mcrease.
That is perfectly possible. It happened in the past. It happened in
reverse as tecently as 1964 when we reduced taxes and then revenues
~ increased. It is difficult to make dogmatic judgments on this. It seems
- to me that the argument that we have to operatée in the area of tryin,
.+ _to get more funds available into housing by such techniques as the bil
- that ig before us now, and by trying tourge the Federal Reserve Board
through soine kind of lépislation, some kind of eongressmﬁal demsmn
to act to provide more funds for the housing industry.
Mr. MoK#inwi. Senator, T think you' put your ﬁn%en onone of our
bl elements of competition. "We could,’ it. 1s true, have competition
Wlth our frishds in the commereial banking *field.

‘competition with the Fedéral Government: When you take any: emm le
~-of ‘the participation certifiéates that were ! floated recently, FNMA,;
with rates up 1n the 6.34 bracket, that is way»abwa(w}xaaﬁ el ean eco-
nomically offer for savings in today’s market. It is true that an in-
crease in taxes would mali it Tess necessary for the Goverhment to go
to the public market and create that demand for high interest rates.
This is one of ot hopes, obviously. And in the other fleld, if the Fed-
eral Reserve does not nake more use. of the a.uth@mty that it How has,
even though the authority ﬁe@hnlcw]ly is good, it seems: to me we must
%eaiECh for some other method of g*ettmg money into ther h@me fihance

e

~ Senator Proxarg, 'I‘hank you very much M. Mchenna, for your
, very helpful testimony. :
M%KENM T"liank you.:

: "Sénator Proxuirs. Serator Brooke? o
- SenatorBrooxs. Your 1%roup has profited from thls leggslatlon 2
. MriMoKnnxia. Fromt leg:lslatwn o
Serator Broorn. Yes.

Mr. MoKexsa. That is a debatable issue The Chém’man of the '

Home Loan Bank Board feels very sincerely that is true, by potentially;
I guess, allowing more savings to flow into the savings and loan system
but many of our members don’t agree with that theory.

Senator Proxmire: Thers isn’t a question about it. Without this leg-
islation the banks would be able to offer rates that would be higher.
They would attract savings to the banks. You have dlﬁerentml You
are able to dﬁ’*ér*a‘, h%%her rate than thebanks, =~

MoKmxa. We have a differential but in spite of the differen-
tlal because of the other strings tied teo it, it doesn’t seem to attract
money- from the public as much as the bank 90-day time deposit.

Senator Brook®. Wouldn’t the situation be worse without the benefit
of thislegislation

Mr. McKmnya. It is difficult to say. T realize that I am at the moment
defending the opportunity for the savings and loans to show in the
market 1at they can do. There are many in-built regulations. Usury

We haive ‘even more




