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The point is. that the ! mdustriy and its bank system is in a position of negotiating
from strength, not from crisis, contrary to 1966. Yet we have 1966’s record fresh
in our mmds, more important, we have its analysis. by the ‘Nation’s principal
credit ‘agenmes hefore the Subcommittee on Housing and Urban Affairs of this
committee in “A 'Study of Mortgage Credit”  (90th Cong., first sess., May 22,
1967). That analysis strongly supports the pos1t10n that we pannot afford the

.mstabmty in the flows of mortgage funds and in the construction. umdus«bry which
.characterized the, iperwds 1963-66, 0f 1956-57, and of 1959-60, Instability adds
eobts o housmg, costs assoclated w1t;h moving- economle resources into and out
.of Construction every 3 or 4 years, The background musi¢ is one of builder bank-
ruptcies, 'with the survlwng ‘pulbdem marking up their Qlomes $1,000 and $2()00
per year, and passing on land price increment plus ]5 pencemt New housing is .

- pricing itself oud; of the market.

The eonstructaon undusbry ,Was singled out by the,Councu of Econonnc Advis-
ers for speelal anttentwn in'the 1968 Economic Report of the Pres1dent because of
its rapidly rising cost. conﬁ uration. (op. ‘cit., p. 118). In the sapae report, the
construction. 1ndustry was ea led upon to increase its new housing output. by. one-
third to meet private 1 mark t demand and by 300000 units for low and lower
middle income families in the coming fiscal year (op.cit., Dp., 151 and 152). In
California and in many ¢ tates, the information w1th
that ‘vacancies hav plum ed below the normal level
ing starts are so depressed that. the new housing

ur. office .indicates

_and farther behind new demand. By mid-1969, it is, clea . many metro-
pohtan areas. widely diggnbuted round, the: Umted Sta:t’es wal ‘suffer actual
housing' shortages My esti te is that ‘California, has a. productlon of up to

60,000 housing units per yeai' short of demand. : :
: Housing credit’ policy musﬁsgt be brought into rela:tmnsh.lp Wn;h neral monetary
policy because .of ity inhi 1tmg effect, ’l‘):ns committee’s “Study: of Mortgage
Credit” mdlcates clearly that housmg eredit is most substantmlly affécted .by
monetary. policy, Whl(‘:h leads to’ extreme tlglptness in money
and capital mark n'of 1966 ‘that our soclety cannot shackle Federal
Reserve monetar & expeetation of a crack:-the-whip effect on hous-
ing credit. It i ows are not insulated from other money and
. credit flows, es in avallabihty and cost of money haye
theu' ma‘x; mum : eredl,t Yet. monetary licy, ig carrying the
- major burden ¢ conomy, and it is already kLed by balance of
payments ck Guttentag, of the U s
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1 fdet subsumes hous:hg credlt pohcy ‘4% it must
mimlzﬁig eéonomic fluctusations. That this is a financial
fact of life in our, time was aﬁte@ted to by Prof, Paul Samuelspn at the recent
American Binkeéry Kssodiation meeting, as follows:
~ % x % T am purposely defining -monetary: policy broadly to mclude attentlon
o . crednt conditions as |well as to the supply of money. I am thus explicitly
_rejecting the view that it should be concerned only with achjefvmg some desired
pattern of behavior in some defined magnitude of ‘money,’ such as currency
 plus demand deposits or the latter plus certain categories of time deposits * * *
~ “And hence the central bank, as an important and indispensable arm of the
modern state, has a responsibﬂ!ity in conduecting overall macroeconomic activities
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