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. If the Aect is not extended; the: law Teverts to the statutory provisions:in. effect
prior to September 21, 1966 Expiration would mean:a sreturnto. mandatory
iceilings on ‘imterest rates payable by commercial banks: without  the: authority
to: ‘preseribe; different  ¥ate cellings: on different: amdunbs/ of time¢ deposits, no
‘atithority - ofilaw’ to«set: cetlings:on the rates: payable on.share aceounts or-on
savings certificates of! <sawdzﬂgs :and: loan assebiationsand, perhaps; no:ceilings on
“rates:paid by mutual-gavings banks. Bxpiration: wouldiaﬁw mean’ the loss of the
legislative: s directive: for.consultation among  the WMéderal. Reserve: Board,: the
FDIC and;the WHLBB before:setting ceilings on interest rates and dividends.::
‘Wethink i we (dhoubd - make it ‘clear that in'supporting the extension .of: this

kleglslatlon we do not:lookwith favor onall-of ifs provisions or.on-all of ithe -

actions. taken under it. -For:instanee; there is no 'justifiable veason:for ‘granting
the; Féderal Resorvie Board/power-to raige reservie requirements ontime deposits
t0.a level a8 high agiten pencent. Logal resenve. requirements-against savings and

time depositsihaye little function as a source off liquidity or as:a déeviee for eredit,

control. Monetary aeonowists generally agree that'iopen market operations, dis
‘count. policy, and changes in the reserve requlrements for . demsnd - deposits. ;pro-
vide adequgte. megnsfor mﬂuﬂnaing the mmnay supply and tflne cemt amd avml-
abmty of bank.credit..
I urging extension of the»&cb rtself ﬁhﬂ AB i dms »not wish m be ewrded
as favoringthe; Aifferential: that exists under curnent regulations between vates

‘ that savings wid loantassociations may.pay, and! these gat dommearcial bu_nks'

may pay on, paeshook, savings. We believe ‘the;|
jLNOthIthﬁltangipg ou;e .Jforegoing oriticisms, ewe, fawon: n,sextens on. of tlye Awt
“for a two-year period, or. préferably longer: Hxpiration would: be:particularly
hagardous. in.view.of:existing inflationary forees:that show no:signs of abating.
Because: of dnadequate fscal: restraint: and undue - pélianee: on; monetary m}iezy
to. contain; inflagion; interest rates have’ redched -unushally high levels
the Act s extended,;a retwrn;to. the mway arket: Mn@iﬁions herﬂrs

Let me take this opportunity to-point out that The Amerlcam Il%animrs Asso'
clation- feelw that, WhevInterest Rate Control -Act is an integral part of a total
publio. pelay packageifer stabilization of our.dynamic economy. The Association
strongly urges .the Cong*ress and therAdmimstration to moye with. all possible
speed tof éhdiet’ thé modt 1 danit 'of a1l the public detions for stability—d cut-

back in non-Vietham spending and an income tax increase at least as large as:
the 10 percent surcharge requested by the President. Otherwise, this nation risks .
serious domestic inflation and ‘further erosion of international monetary mecha- -
nisms. The Interest Rate Control Act must be extended but it must be bolstered

by courageous fiscal action.

The “American Bankers Association appreciates thls opportunity to express
to the Committee these views on 8. 3183 and related matters, and we ask that
this letter be made part of the record of this legislation.

Sincerely yours,
J. HOWARD LAERT,
President,

——

UNITED STATES SAVINGS & LOAN LEAGUE,
o Chicago, Ill., March 28, 1968.
Hon. WiLLrzaMm W. PROXMIRE, . :
Chairmaon. Subcommitiee on Finoncial Institutions, Committee on Banking and
CQurrency, New Senate Office Building, Washington, D.C.

DrAR SENATOR PROXMIRE: The United States Savings and Loan League en-

dorses 8. 3138, the proposal introduced by Senator Sparkman, to extend the
existing interest and- dividend rate control legislation for two years until
September 21, 1970. The League represents over 97% of the total savings and
Toan assets in thenation,
. +The state of the national economy and the obvious monetary problems which
our .government -ig facing requires the extension of this law. The League is
ever mindful of the chaotic conditions of 1966 which led to fierce savings compe-
tition and extremely high' interest rates. This should not be repeated.

‘Wé want to emphasize to your Subcommittee that we still -consider the present
proposed extengion a’' temporary one and we do not endorse the concept of
permanent control. Bxcept in unusual circumstances, such as exist today, savings




