Dear Senstor Bulkley:

Mr. Daiger nsksd me on Suturcay if I hud any objection to his
discussing with you, in view of your gpecisl interest in verlous measures
having to do with wortgage lending, some suggestions that he recently
mude with regard to reconciling the veslwestate loszn provisions of the
House and Senate varsions of the Baaking Act, 1 told him that I had no
objection, but on the contrsry thought you might find tie suggestions usee
ful in working out & ccmpromise that both groups of confereces would be
dispogsad to zccept,

I understand from bir. Dalger that ne hes since talked witha you
and that you thought his suggestion with regard to the reguletion of reale
eztate losns might afford a feasible basis of comyromise, wnd hence wus
one that you might be willing to syonsor. He tells we that you further
expressed the view, howesvar, that the suggested couwpromise might movre
appropriactely come from me for the consideration of both groups of cone
ferses, 1 am glud to act on vour suggeation in ruls astter =ad an
rceordingly enclosing, for suchi use &3 you may wish to make of tiaem in
conferance, drafts of two acuenduoots embodying tae ildeas thet My, Daiger
aliscussed with you.

One of these proposed amendments would be an adaition te 3ection
207 of the measure sdopted by the Senate lsast Fridey snd would authorize
the Bourd of Govarnors of the Federal Eeserve System to prescribe rsal-
estate lonn regulsations within he ssximwus limitations fixed in thia
section. The otiher proposed zmendmuent, wnlch Mr, beiger tells me you do
not regard foverably, would moolfy the Sensts provisicn relsting to snortized
loans on real estate, not incressing the _.roposed time limit of 10 years,
but permitting amortization st & rete thit would vativs the lcan in not
more then 20 years rother toan in 15 years. The letter is the 1ste of anorw
tization contewmplatea by ihe 3snute provision,

o expluin ithese uroposed cusnges briefly, 1 may say thut the House
mezgurs limits real-estate losns by national banks to 60 per cent of the sapw
prelsed value of the resl estate, but in olher respects authorizes the Fedw
eral hReservs Board to prescribe regulations governing such loanas.

The Senate measure, on the other hand, retains the time limit of
five years and the loan limit of 50 per cent of appreised vslue of the real
estate, s proviaed in ths existing law, but also provides that lozns may
be mude up to 10 years, in amounts not exceecing 60 per cent of appraised
vzlue of tne real estate, if installment payments are required that would
reduce the losn to at least one-helf its fece amount in 10 years,

Tzken salone, the proposed amendient Teluting to regulation of
reel-agtate loans would restain all the yrovisions of Section 207 of the
mesgure enacted by the Senate on kriday, but witnin taese maximum limila-
tions would authorize thie Board of Governors of the Fedeval leserve System
to prescribe sdditional regulations. The amendment would reguire all member
bunks to comply with the _rovisions of the revised sectlon and with such
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regulations ss might be issusd pursuant thereto, except that neither the
statutory provisions nor the Boara's regulations would pravent Stete membere
banks from msking reale-estste losns to tne extent exgressly suthorized by
specific provisions of Stute law.

Under the terms of both the House unc the Senate measures, the
Borrd would nmve zuthority to prescribe regulsztions governing edvancesg to
member banks on resl-estate losns., I think it would also be desirable,
howsver, to enable the Board to estsblish certain ninicum stendards in
sposralcal praciice ana otaer 30?Ufulng factors, with & view to brlvginu
shout & zreater uniformity snc & greater degree of scfety in the reale
astate l.nulng cetuods of nember benks. »8 & practlesl wmottor, of vUU”bB,
the Board could not preacribe resl-esstsle loan regulat.ons in exhsustive
det=11l, but within vhe limit.iilons fixed by Congress 1t could use its regulse
tory wutoority to urevent a recuvrencs of imsound mortgsge practices, to
mest caengling conditicns la whe raslesstate ond tortgage merkets, wﬂh to
restralin speculitive sxcesses “nd abusag,

4s to the proposed =mendment rclating to the rate of amertizetion
of real-estste loans, I hope thet you will zive tals equal couslderztion
willi the aor ggoing proposal, «nd alse that ggrwill teka the proposed regulew
tion of sucn loxas into account in resching fiansl coaclusion with regard to
the rate at whlch they are to be pula ufi. I toink you wenld sgree with me
tnat there i: aow & congsnasusd taong all who heva considered the resle-sstate
mortzige problem that tue siortetarm Tronewal" mortgige snould be discoursged
zad an offort made to establish awovitlzation &s stondard gractive,

As & matter of fact, such progress in thiz direction hes been mece
during the pest two years under govarnmental lescersnip, zand you yours:zlf,
I belisve, ceserve much of the credit for whut bas been accomplished a]ong
tuls lime. I realize, of courss, thit inere is x great lePTSlty of both
opinicn sna practice a3 regards the numoer of vears requived lor amortiza-
tion of vesleestate losns, but I think that the 20 yesr amortlzetion cstabe
lisned for louns made by the Federul savings :nd loan sssoclailons, or loans
insured by the Feaeral Kousing aduinistration, represcnts a sound and prece
ticle midcdle course. Tnls rste of aﬁoitlzatﬁon is zlso one that would not
lecve the baaks at too s=ricus « compstitive dissuvantzge In v-lation to the
insurance cospsnles, the savings wnu loan sesocistlons, sand cther agencies
tnzt mske loans up to 20 years.

Wnet I particulurly heve in mind in this respact is thet, if the
banks ere to Le cuthorized to rnke resl-estrie lo:ms up to 10 yorrs, provided
tne lorns are to be regularly curtailed, the rute of amortization u“oulﬁ e
cne thut borrowers cen and will use, and onz that will eff=ctuslly discoucuge
benks from meking recl-costate louns thet carry no  rovisien for regular
curtsilment,

With kincest gerscnal regardg, I nm

Sincerely yours,

Hon. Lobert J. Bulkley M. 8. Eccles,
United States Semator Govarpnor

¥Weshingten, D. C.
fnclosures
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