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'MORTGAGE MONEY CRISIS LOOMS!
 
IMMEDIATE ACTION NEEDED,'
 

PRESIDENT J. D. SAWYER URGES
 

The mortgage money crisis has 
reached such grave proportions 
lIIat a 1973 version of the Emer­
ceney Housing and Home Finance 
Ad of 1967 is threatened. Immedi· 
ate pursuit of the action program 
described below is urgently need­
ed. 

J. D. Sawyer 

The Federal Reserve Board has 
announced that commercial banks 
cannot have more than 5% of 
their total time and savings depos­
its in 4-year certificates of $1000 
or more. These certificates had 
been freed from rate control on 
July 3 in a controversial decision 
by federal financial authorities, 
at the same time rate ceilings in 
other savings categories were 
permitted to rise. 

Now, the Federal Reserve Board 
has moved to dampen criticism of 
the so-called "wild card" move 
which had be~n criticized by the 
NATIONAL ASSOCIATION OF 
REALTORS® and other housing 
industry groups. 

In view of this action, Congress 
has declined to consider 
legislation, despite the urging to 
do so by REALTORS, the home 
builders, mutual savings banks 
and savings and loans. 

The original federal action to al­
low higher rate ceilings for sav­
ings deposits and certificates has 
seriously disrupted savings flow 
into mortgage lending institutions. 

The issues spilled over to the rate 
control extension bill which had 
been stalemated. Last week, a 
House-Senate conference commit­
tee finally reported a package 
which extended the rate control 
law expiring August 1. The major 
stumbling block was the issue of 
the NOW accounts - interest 
bearing checking accounts. The 
result of the compromise prohibits 
NOW accounts in 48 states, with 
the exception of Massachusetts 
and New Hampshire where the 
experiment began. The bill, jf pas­
sed, will help insure that a rate 
war is not extended into the pass­
book accounts category of depos­
its. Such a rate war would create 
disorder for mortgage lending in­

stitutions. Swift passage and preSi­
dential signing are likely so that 
there will be no lapse in any sta­
tutory rate control during the 
August recess. 

Despite these two welcome mea­
sures, the condition of the mort­
gage money market continues to 
deteriorate, and will get worse 
before it gets better, according to 
leading economists. Some of the 
evidence: 

- In recent weeks, major banks 
began raising their prime rate­
the rate they charge their best 
customers - to 8 112%, and 
predictions are they will go 
higher. This is the third hike 
in recent months. 

- For nearly a year, savings de­
posits have remained static, 
leading to the recent increase 
in savings interest. 

- Banks are required to keep their 
total loan amount within a spec­
ified percentage of their total 
assets. When the loan total 
goes over the top during a 
business day, they must over­
night replenish the supply by 
borrowing at rates that are fre­
quently 10%-11%. One night 
recently it soared to 20%. 

- Recently the Fed raised the dis­
count - the rate it charges 
commercial banks for money­
to 7%, matching the highest 
figure in history. 

(See page 28 
for ACTION PROGRAM). 
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Action by members to stave off further deterioration is urgently needed. 

Here is what to do: 

1.	 Work with your local board, 
and in concert with local sav­
ings and loans, to evaluate 
carefully the monetary situation 
in your market. The availability 
of mortgage money, interest 
rates and discount points 
should be reviewed. 

2.	 Write the President of the 
United States, White House, 
Washington, D. C. 20500, stat­
ing the specifics of the condi­
tions in your market and asking 
for his help in preserving a 
viable housi ng ind ustry. 

3.	 Similarly, write Hon. Arthur F. 
Burns, Chairman, Board of 
Governors, Federal Reserve Sys­
tem, Constitution Ave., N.W. 
Washington, D. C. 20551. 

4.	 Write Hon. George P. Shultz, 
Secretary of the Treasury, 15th 
and Pennsylvania Ave. N.W., 
Washington, D. C. 20220. 

5.	 Write Hon. James T. Lynn, Sec­
retary of Housing and Urban 
Development, 451 7th St., 
N.W., Washington, D. C. 
20410. 

6.	 Congress has just recessed for 
a month, giving your board an 
opportunity to meet with your 
Congressional delegation and 
impress upon them the urgen­
cy of the problem. 

One high savings and loan official 
commented, "If the money situa­
tion gets any worse, money will 
be scarcer than beef." 

This crisis is a threat to your live­
lihood. Please give all aspects of 
this program your URGENT 
attention. 
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