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* and ‘thosé' déa"

“ negs of the Fed to take the mortgage market into considerdtion paused )
flow of savirigh from thrift institutions. The 1066 rate control legislation cor:
rected these two causes of ‘dislocation fin:the savings market. ’I‘hese rovxsions

' of the 1966 legiglation, therefore, should remain permanent, ‘

: to ‘be. made: permanent ‘but on' a stand-by basis. We reéject. this becanse we don’t

K. A. Randallwho' recently posed: &
K ,banksl ndsavings ingtitutions-whieh: supply:-the rbulk -of: the mortgage oredit
o f (savings institution having

' ‘being at ‘ardisadvantage to thosein other areas, the mortgage market can suff
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; loan’ assomatxons be ‘keﬁt temporaty. And we:
support continuation of the temporary rate 'controls on our business becatse:
some of the symptoms which were préesent in:late: 1965 and 1966 are with us again,.
and we would hope that controls over rates paid by banks and savings and:loan
associations can avoid: the excessive bidding for savings, which occurred in 1966:
and which only raised interest rates and didn’t produce more: sayings,

The dislocationg of thé mortgage market are still fresh in our memories. These:
dislocations were caused when the Fed-let banks raise the rates on €Ds from:
4% %. bo 5% %, while the FHLBB was pressuring savings and lean; asseciations.
to hold the line/ The inability. of the Fed to classify dgposmts and the' unghvmlhngt-

’ e out--

Our purpose in:continuing the sections dealing with savinge and:lean. ratze
eontroal on g yearito year basis, is to assure that Congress. keeps ult; ‘control
of ‘the actions. of the Federal rate regulators Once’ these ‘brovision: me per-
manent; the Federal wgeneles are less respongive: to the woverall- ives of
Qongress o1, housing and mortgage credit. The banking interests were served over
the: interest of the: mortgage market in 1965, amd ondy action by bhe C«ongress»
changed the situation. " =

; A-proposal:has been, advanced for rate control of savinugs and loan -

Eknow what would trigger. tlhie imposition or release of rate control and for what
‘putpose. Wé would suspect that the decision would bein’the hands'of the Federalx

- iggencles whoneed not ibe résponsive to the concerns of Congress,

We have an additional reason for wanting. 00mgress to-keep control-ef: |sav1ngﬂ

and loan rates: The power to fix eeilings ow rates is, very isubstantial and carries:
w1th 1t the. responsibility’ for accurately assessing the financial market. If the

t eftdered ‘result in rate ‘ceilings:that are too:low,: eithier for all the-
sl substantialpart of it,-then ‘nonintermediation”
“‘Nonmtermedlatwm” is;a; concern-of
& problem of: the public. cireumverniting . the*

It the judgments result in  one: type;

idvantage: over the other or intermediariesiin one.part of the.coun

‘We. are -convinced that the Congress wants no-repetition-of; 1966 ‘We: are conr:
vinced . that Congress recognizes the need; for: a;differential .in. rate; ceilings as
‘bepween banks and savings:and:loan. assoeiationg.as long as.there is such a wide
differenée in-the:functions of these financial 1nst1tutions»——partlcular1y, their.in-
terest in' the: mortgage market.. 'We: point: out. that- in:the consultative process:
specified in the rate control-law, there are: three lbank-orwnbed agencies; and only
oﬁe identified with:savings and loan; .-

~Jt Should -be perfectly clear: why We ’Want C\ongves;s to mamtann rts mterest in:
the administiationof rate.control.. .
;igegomid amendment comes. ajs a resulb of studymg what the banks have

‘ don to-attract savings under rate.controls established in September, 1966,

nstestimony. igiven by Undepsecretary, Barr.and others, in. 1966, the - pu.npds«es
thevate contral: legislation: were twofold: one; to curb the unhealthy. -escalation

for the thrift msbitu@mm which. are the:backbone of the mortgage market.

~:CJongress:-'was: given assuiances: that -the .0D. was used  principally b& large s

’eorpomtmns andsgovernment bodies-and that it wounld not:;become an-impeortant

part-of: the time: deposit structure; The 4%: ceiling -wag retained-on; bank savings: =

accounts:and. no fear was rexpressed about ODs-as: it was-indiecated that a
5% ceilingiwould. be. imposed: on: so:called ‘‘consumer” CDs of under $100,000.

The inference was clear that banks which offered consumer CDs-would require-
‘maturities’of: 6 to 12 months and-in large denominations. Thus; it. was clear that

> there,was tobea iﬂfereance ;between reguﬂar rpas@book‘s and ODS as to avall'allmhty
‘ a,m‘i?r?ebum S oy

o t:a blm recond is dlear as. to. the use of conwmer ODs by
o cuiivent ‘the :4%; ceiling-on: passbook savings. ‘Consumer-CDs grew-
$18%5:billion. froms Décember of 11965 to October of 1967, From D December: 31, 1965
;gQ(i:cgober 3’1 19-@7 savings a.nd 1oan assoemtions dncreased their savmgs by
billion. ;

ates] and two, to carve ontiof the financial structure a. small segment,




