38

“laws are one of them. You can’t lend above the State usury limits and
“in some States the limit is low. However, the request for the rate con-

trol in the first place was made because some savings and loan associa-
‘tions were offering higher rates even than the banks. I think sincerely
that our main problem came not from the banks but: from the higher
competitive yields, higher competitive interest rates that-came to pass
.on the Government obligations. = -~ .~ o

- Senator ProxmIre. You seem to indicate you would take the ceiling

‘off everything.

Mr. McKen~a. As-far as savings and loan associations go I would
be happy to go back to the situation before 1966, sir, where the banks
'had mandatory regulations and we did not. - :

Senator Proxmire. Thank you very much. ‘ Do

Qur next witness'is. Dr. Preston Martin, who-could not be here. He
has an excellent statement. He is the commissioner of savings and loan
for the State of California. His statement will be inserted in the record.

.Before we adjourn I 'want to place in the record a statement by Mr.
Stanley Barber, president, and Ralph Zaun, chairman, of the.Inde-
pendent Bankers Association of America, a statement by Chairman
K. A. Randall, Federal Deposit Insurance Corporation, and a state-
ment by the American Bankers Association. T .

(The statements follow :) '

STATEMENT OF PRESTON MAETIN, SAVINGS AND LOAN COMMISSIONER,
o STATE OF \CALIFORNIA :

: bers ¢ ; arch 1968 is a particulatly
approprigte period to consider a measure to bring housing it poli¢y info the
mainstream’ of ‘monetary policy. The acute stress on’ money and capital markets
which ¢haracterized the last-thalf of 1966 remainy in the: future.: T] ie:gigns: of
some ; impending; fightness: in money; supply, availability, and,cost are unmis-
takable. Aietion now by this committee -and by the Federal Reserve Board can
head off the extreme. cutoff of housing which occurred in 1966. Both the savings
and loan industry ‘and the Federal Home Loan Bank 'System have ampile liquidity
for tthe moment, yet net savings flows into the Nation’s savings ‘and loan asso-
ciations are dropping sharply. The January-February. 1968 gain of $365 million
was down 66.2 percent from 1967. The U.S. Sayings & Iyoan League has indjcated
‘the probable results of the first quarter as follows: L Lo
“The first quarter gain Wil be the sinallest for any January'ito March petiod

Mr, Chairman and ‘members of the committee, March 1968

gince the ‘current business expansioh:got: under way. in:1961. It would: require a

record gain in savings to produce a more favorable yesult . af -assocjations.”?
. Almost every leading indicator in the.money and capital markets pointg toward
a continuation of relatively unfavorable savings experience for ihé Nation’s

primary mortgage lenders--thie savings and foan d8socistions: The rieney supply.

is presently :growing at a rate of: 8.1 percent; compared-ito perhaps 8 percent
per year for the grogs national product. At.times during March, 1968 the excess
free Teserves, in the Nation’s,commercial banks has dropped to the. neighhorhood
o}ilf minus $353 millioi.  Futire availability 'of funds is ‘cast into grave doubt
thereby. = i IR A B T AR AT IR R
- (Present ‘increases in.the cost: of money point :out the possibility -of . disinter-
mediation, commencing with the April 1968 reinvestment: period . for. sayings
and loan associations: which is now under way. FNMA participation certificates
at 6.4 petcent, US. Treasury new 1-year bills at 5475 percent; 4nd Union Blec-
trie’s A Alrated Topercetit bords ‘dué in'30 years at’6.91 percent, all'dQuring the
week of March 27; point -toward: biigh money: market instrument: rates. .- Under
savings vdte: contrel,. saxings and. loan associations -cannof adjust. to. this
competition, ) ' : ) o i L
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