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Mr. Gieons. You are talking about the union treasurers?

Mr. Barr. We are talking about 4 to 5 percent in credit unions.
Now it is true, you have to work out a factor here for the money
the banks have on deposit free of interest, but also for what they are
doing for that money, and the cost involved might come out roughly
even.

Mr. Gmeons. Most of them come out pretty good?

Mr. Barr. They have been.

Mr. Giseons. They are making a lot of money.

Mr. Barr. They are charging pretty high interest rates.

Mr. Gissons. But I don’t jump on them for making money, but I
want to say I think you are only distorting the cost-of-money situation
for this loan program by not including t%e demand deposits that are
there in great volume. The savings went up last year and American
people are saving more than they ever saved before.

I think we are going to see these interest rates turn around and come
back down if we quit pushing the panic button and saying they ought
to be higher. I think you have done a disservice to the whole program
of loanable capital by pushing the panic button on what is happening.

Savings have never I-i)een as high as they were last year despite the
fact all of you economists predicted they were not going to be as high.
They were never as high as last year. The American people saved
more than ever before.

Mr. Carey. Will you yield to me? I want to correct the record that
our colleague is not an economist.

Mr. Bagr. I am a banker. That probably makes the record worse.

Mr. Carey. Willmy colleague yield further?

My colleague from Florida makes an excellent point that a great
amount of interest money rests in demand deposits but when the bank
arrives at the cost of doing business and the cost of money it wants to

ut out on loans does it not examine the whole portfolio and see what it
1s getting, 8.5 percent in terms of personal loans, and the other dis-
counts, and amounts less the interest, and so forth, and amount of
deposits and so forth and examine the whole portfolio? I know in
New York State the least attractive loans for the bank today are
student loans. The size of the loan makes it a high-cost operation and
the return is limited by law and the service on it is considerable be-
cause it does not get to be paid until the student graduates, and so
forth, so it is the least attractive loan a bank can make and the student
is competing with a great many more loan possibilities in the bank.

So I am not going to stand here and be a darling to the bankers,
but insofar as the bankers are concerned, I think they deserve credit
for putting the students in a position to borrow money even though in
the least attractive sector.

Mr. Bagrr. That is an excellent statement and I think you put your
finger on it. I think the committee has two alternatives. If we want to
do something in this area, we are going to have to do it with a Govern-
ment bank or else in the private sector, so I think it is necessary to tell
you what I can do with the cost of money.

Mr. Carey. If you do it in this area it is whatever it cost you for
the money.

Mr. Barr. Yes, there are only two ways to go—either Government
or private bank. There is the issue. Maybe I have distorted it, and if



