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Delighted to be here and address this distinguished audience,
U program appears far-ranging and appropriate,

It may be prophetic that we are necar a mountain top for
W;iTOnt looking dewn on Ehﬁ cconony.  Peorhaps woe swould scek a
Vigor?.guru hcrg on some eolorado peak, a renul%tor s and»super-
* $ guru, wito could lift a corner of the veil of the future
Z?dtgﬁpose the;course that we are sailing in the turbulent currents
day. I wish we could,

But, failing to find such ready-made enlightenment, we may
COnceté forego the distFuCFions of tbis lovgly placc.long cnough to
reor Mrate on the trends in our socicty which are vital to the
8ulators' mission.

There are a host of hills before the Congress that I could
LTHET to which would only remind you of the serious and changing
.nthQSts of the public and of legislators in regulatory and supervisory
feform, Further, these biils include many initiatives to mandate far-
rkachinn reforms in the businesses of depository institutions, I am
there are as many proposals in State legislatures that parallel
¢ concepts of these bills., Tt may be wise or useful then, at the
Tt of your confercnce, to examine such issues in a broad and simple
perspective.

A first cbscrvation clearly could be that there must be
“Onsiderable public dissatisfaction with the status quo. I think this
Ssatisfaction has a common thread that generically binds the public's
foncerns ahout the prowth of powerful multi-national financial giants
Concerns about the availability of credit for housing from small
City savings institutions. ~Such a commen bond of dissatisfaction
O powerful force for change. 1t makes for strange alliances, ana
gives credence to the idea that change will occur, aided or led by
8lslative actions, 1 we could achieve a non-partisan objective
Cbate on cach such proposal, any changesoccurring would hopefully be
Mingful, effcctive, and cconomic, Converscely we may unwittingly lesc
. unigue and valuable characteristics of the American financial
PYstem without such a debate.
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) Thus one of my favorite themes is that the storm of controversy
Swl?ling around supervision and regulation, and indeed the banking and
Savings industries themselves, would be lessened if a reasonable attempt
Yere made to reach a consensus on the cconomic utility of depository
1?Stitutions. T refer te the competitiveness of the system, the evolu-
tion, the profitability, the safety and, most importantly, the effective-
ﬁess of the system in delivering the financial services needed to support
the woriq'g largest and wealthiest industrialized socicty. Too much that
1§5 been written or said on this subject, has appeared in technical pub-
l1Cations, trade papers, association reports, legislative hcarings and
comwission studies. Too little is of interest to the popular media. The
?laln fact is, and you know this better than I, that the public believes
there ap councentrations of power and irequalities of services in our
Present financial industry. Financial institutions have time and again

Q > . - . .
ilin found attractive targets for thosc seeking redress for many economic
S,

I suppose I am asking a great deal. As a new nation America
Suffered from its inception from a weak financial industry and abuscs of
SPC?ulation and unscrupulous behavior on the part of the financial ccm-
Mnity,  Governments cven rosc or fell oa such issucs as the establish-
:ﬁg;t?f.a federal bénking sys&em.. The States jcalgusly‘guarded their
Qndurkllgg pT?fOﬁﬂtlYCS so ef{?ct1v§ly thaF tge United States had to
¢ financial panic after financial panic for & century or more
¢fore regulation and supervision and State and national legislation
Gre strengthened  enough to provide some protuectien to citizens. A
A4St great debacle, that of the carly 30's, finally launched us on our
Present course, but the heritage of distrust and comity towards depository
Mstitutions as an industry is part of our history. These evenls are
pQrfectly well known to all of vou and Americans today have no real lack
of tonfidence in the stability of our institutions despitethe publicity
the last vear or so. bBut such a legacy of hostility in one form or
AMother ig not casily dispelled. Banks still appear to be concentrations
financial power. Savings and loans and mutual savings banks sharve
modestly that disability.

Further, following 1935, as you know, the banking industry was
°O reluctant to do anything but regain its composure that innovation
doged seriously, so seriously that competing non-depository busincsscs
’lOUfishud. ntil the postwar period most banks did not c¢ven under-
Stand (he meaning of the term marketing. It was not until the industry
Bruduully became aware ol the fact that the personal scrvice market was
growing as rapidly as commercial business, if not morce so, that hours
Yere lengthened and branches increased, and scrvices cxpanded., Dut
nQV“rthclcss, with a burgeoning of customer population and the develop-
Ment of mechanized svstems, the heritage of distrust is augmented by

perception that banks are impersonal in their attitudes,



d When one looks at the American banking, savings, and
“Pository institutions in comparison to that of other countries,
paradox grows. OQur 14,000 banks arc quite -unique in numbers and
motglicve our thrift instiFuFions an? credit unions are c?nsiderably
umerous than those similar businesses abroad. 1 think research
show that the variecty of services offered to individuals and
Ceiin?58§8 in the UtSf is cx;remoly broad in such comparisons. 1 am
.o -ain that the pricing policies are more competitive than those in
éigg?zi?l %nstitutiovs in other countries. I can prove there is more

Loavailable to individuals in the U.S., that more people have
Iﬂ”iﬁé:g accounts, that §§vin;s accounts come in more.varioty and tynes.

Short, I believe an objactive view of the record will show that
d?uf}Cnns enjoy a broader range of financial services than other peoples
world, And their money is safer. The Federal Deposit Insurance

Yas a master stroke, and the Agency was not fully apprecciated at
i jzr%§§izution. It has Qot on¥y protected small dcposi?ors, of coursec,

lterally the mechanism which has prevented bank failures.,

A sccond obscrvation based on the experience of. the last few
*Qadt}s §i§p¥y chat tbvro yill be signi[%ca?t changc.v Thc volume and
tha F“T OfllvucraL legislative pronosals is %mncnso. hhlle Congress,

«ftcutive Dranch and the regulators are interested in regulatory
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. orm, there are wide variances in the goals and methods proposed and
L . . . . .
ght, wevertheless, one cannot thumb through all the legistative

) tule-making initiatives without being impressed with tiie probability
~ action

. could cite consumer protection measurcs such as the Equa

I could cite c cr protect | the t 1

Opportunity and Truth In Lending Acts.,  Tie FIC proposals velating
iability of a holder in duc course. The enforcement of falr
liabilit £ a holder in duc 5 11 forcement of fair
practices. The cfferts being made to climinate redlining and

Eulate credit scoring systems, The list is longer and you know it well

Y Lhe
10USi.ng

. . I could cite structural reform in the FIA and the Financial

orm Act of 1976, although the subject has its painful side, 1 say

s because tho origing of FIA, as you know, date [rom a 1968 initiative

€Y was to conduct a scholarly, noupartisan, comprehensive review of

linancial institutions. The Hunt Commission Study was indeed Lhe

§lnd of thoughtful analvsis that T still think is currently necessary
m;tEQaCh a boFtor conscnsus for thc.AmcrLcan pcoplc? one that‘dcflatcs
Usofs agq ?leVOS at Furofu] value judgments, ?t might huvc Qou? @oro
Clul 4 qrs rescarceh had covered the extraovdinary period of disinter-
~Mlation, high rates, inflation and recession rfrom '73 to '75.

And,of course,1l could cite regulatory reform. 7The Federal
'012§ﬁe ?eforT Act, the original F%nancial Reforim Act of 1976, the
Pre én Bank ?ct, the Perecy-Byrd Bill, and related measures. The
(OQ;U§JLS to increase the powers of regulators,to advance cease and

LSt orders

RQS

,and remove managements, the proposals toe crcate an interest
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¢ control commission, the proposals to place the Comptroller of the
CUrrency and the FDIC under the appropriations process, and various
°ther measurcs such as interstate taxation of depositories and GAO
d1ts of the examination process in Federal agencies,

. ?he sheer variety and expressed public interest in so
of this list assures that this Congress and the next will
prObahly not 1ot the status quo stand, Although a few of the items
fhcazs lecd are aimed at reducing regulation nndrits hc?vy COSC? in
that foﬂomy,.no rfasonabl? pc?son could conclud Lrog this overview
egulation will be diminished. Or rhat there will be less demands
egulators or less constraints on depositorics.,

out - - l‘LL one aspires to be a tgooQ” chulator, one quickly finds
toctionSIL”?r ne.ha? th? stomach lorr?t ln_Lhc arca of consumer pro-
““mger - Tnat missicn is clcgfly d§glncd for wost of us in a growing
; I Oé §0mplex stntqtos. There %% ng qucsflan,ab?ut our YQSQ?HSL-
of ‘u?: %lt. there are !_ow3 clc;}r guulo'lj‘ncs that (lk.‘f]..n(_‘ the nc‘lulng'i
Newls, ;{ Tandatcs.aﬁd duties of supervisory author?yl?s to soCLgty s
7 ERpressed wishes., Do we want to preserve mebility of capital
Ttas capital intensive econony?  There is plenty of ovidence that
at tﬁgswfr could be.no or a "qualified" ves in the criticism dirc?tcd
C oshortage of inner city mortgage funds., Do we want to continuc
Cotraordinary boost to purchasing power that rcady access to con-
tthgj?$§n§ provides? Tho?c is some doubF that new do;Lrinfs defining
affeé{?)Jl{} a hélqcr ln‘dgu course lel purmﬁt thfs. .d11¥ we be
alnogelﬁgrtn? COMDOFLELVO pricing éf'scrv1ccs.by quQSLE?rJ?s if Lhe'
l“’lg( %?Llnltu varicty and flexibility of pFlCUi is suddenly rcduc$n
.}ukrgullvmonts.Lhut they be pnstvd‘uL ull'tlmcﬁ. ? porsgnally belicove
pr ”mPruh?najyo consumcrrprotchlog 1chslutl9n is usciul an? appro—'
vang and LHSVLtH?lC but 1 also believe FhaL Lthe gcncrél p?bllc docfn t
n kn:”y more Rube Gold§crg arrangenments like Respa and Ls wise enouzh
W that all cconomic ills cannot be solved by ordering banks and
;:Z;zgi instiFutions'nbout. ‘1egu¥a§0rs hayc'an Unenv%ablc rolg in th%s
of thzug butoin my view, a disposition to join extremists on either side
arricades is not part of that role.

the

In this area, and perhaps many others, the regulators obviously
ake g significant contribution to the development of national policy
Naye only been at the Board for two months, but I have alrecady heard
rr“t the Board regrets that it does neot have more contact with the Con-
VOlv?SC of State Bauk Supervisors. We testify inevitaply on issues in-
Yo r:“p structural Fcform, and'L know you do as wéll, Put it scems Lo me
QUQA:ULd both bOﬂCle from a little more association aimed at more fro-

exchanges of views,

Can
T

My obscrvation on structural reform is one you already know,

ey : . ) . .
e scems little chance that the highly controversial bills now in the



Congress will pass in their present form or be seriously considered,
CXcept in part, for the balance of this session. But in all my
?befVations on the issues concerning structural reform proposals,
S Ve to be a little quizzical, I'm a veteran of the debates over
LhQ.FinanCial Institutions Act and the FINE Study, and there are
?bV10US.y fifty-one arenas where this contest could be joined. In
%he National arena the debate has often scemed to avoid the fact that
50 States we have a variety of types of institutions with differing
pOWQTS- The banks don't fear the thrifts in Rhode Island, at least
?xb&icly{'bccausc Fhey are owned by tvcm. The Qoint i; simp}y cbat
tionqaﬁCtlng law, in powers granted, in types of d§P031Fory'1nsF1tgf
in thoJEL‘CorHo?atc form, we have almost ecvery comolnation imaginable
> U.S0 This doces

the o : ,'not ?nly'mcag th;t StaFci have not g?vcn up
Soc‘p ?r to chartqr f{nanc1a¥ ]nSFltUFlOHS? it alsg sugsests that
: demands for innovations in financial scrvices are hard Lo
PTess, Perivaps this explains why I am unsure of the arpument that
h;ZiFQd consumer loan authority in § & L's will hurt mortgages, it

g L in Texas, or the argument that variable rate mortgages are
ar o i A .
“M8Crous,  they haven't been in California.

I am almost hesitant to discuss Federal regulatory agency
Uu:s;lithion be?ausc 1 dog't want to stir the am?cr§ o€ that fire.
COmmiss;g:oﬁ41C515%.%CPEﬁt%ng %haL a,b%ﬁgl:hmnglLLnfc.104§ral

' would diminish the role of the Statas. There would be no

Coninoq g . . . . | . .
“Petition in innovation in such an agency as has existed al times
‘der gy

as , X . . P .
as yﬂll as Congressional resistance to State initiatives a
3 .

. T . -
wMeoaccounts and similar developments.

bresent structure, and there would be more asency resistance

s sensitive

Natyr. butt there will b? rcgylatory éhanges of a less dr?conion
*and who can argue that the sceverity of recent cconomic avents
are :Ot Laught us all some valuable lcssgnf. Our rcgu%atoFy powers
Can h?t‘always strong cnough, our sgpcrylslon and examlnatlon“processcs
OlhorL lmprovcd? our ruleg for furglgn oaqks are too'loos?. lh?s§ and
the{e ?ﬁnnges will con with and without Federal ngLSlJClOn.' But '
abor, are QJngers oi-cxcesscs and I refur.to the dcmanqs for information
. Anstitutions without legally established protection for the
“h(izi?ual privacy 9f cu§tom§rs.. Je,'of‘coursc, have more_%n[ormation
any Orﬂan&§ and savings 1nst1tuELonf in Federal and State t%lcs than
or h\:tur industry l‘know of.  And %t appears that the public haS'UqUJL
Slter access to investor data of publicly owncd banks and thrifts as

Comp ;- . . . . . .
P ed 1o other such corporations.  But while Covernment is conscion-

-loyg . . . e .
I usly Cnacting laws and regulations to ingsure individual privacy,
ongy i

oS

may or may not hold this view about regulators' [iles as we

h'l
v
¢ Tecently learned.



As a newcomer I would have to say that this is a tough
and deanding business--that of regulation and supervision--it may
€ more difficult than at any time since World War II, but neverthe-
;:ziii ttink we can improve the process, s?eed it up, be less burcau-
fo chq:~ e w%ry of special 1§ter?sts, and lmPortantly bc.more receptive
Vigor;:bei- No cconomy of this size can remain healthy without a
Vistor s -1nan01alllndustry. In our partlcglar economy we havg a
¥ of new businesses and entirely new industries supplanting
Societf?fms that proved to be inflexible and i?capablc of me?ting
Cnounh/ é}vceds. If we regulators and'ourvleglsla§ors are wise
ang :a;’LllS sh?uld not have to occur in the U.S. in the banking
vings business,

Thank you and good luck in your Confersnce.



