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!Eiectil'OfJ\ta�tftc Ccpy M�de 

for PreBewsr�Son PurpoilSS 

THE WHITE HOUSE 

WASHINGTON 

July 25, 1980 

MEMORANDUM FOR THE PRESIDENT 

FROM: STU EIZENSTAT 

SUBJECT: Phaseout of Regulation Q 

You asked about Senator Matsunaga's concern that the 
savings and loan industry is up in arms over the regulators' 
"ninety day phaseout" of Regulation Q. 

The financial reform legislation you signed last March directs the 
Depository Institutions Deregulation Committee (DIDC), comprised 
of the four financial regulators and Bill Miller, to phase out 
Regulation Q deposit interest rate ceilings over six years. The 
legislation and legislative history provide no explicit guidance 
as to how deregulation is to be achieved. 

Sixty days after you signed the bill (presumably the basis for 
the ''ninety day" assertion) , the DIDC announced a complex package 
which was beneficial to savings and loan institutions in some 
respects and harmful in others. The package preserved the thrifts' 
competitive advantage over commercial banks in attracting deposits 
in the 30-month certificate, which is the fastest growing deposit 
instrument offered by banks and thrifts. Two elements, however, 
caused an uproar among savings and loan institutions. First, the 
DIDC eliminated under most conditions the authority of thrifts to 
pay � point more than banks on the $10,000 six month money market 
certificate(MMC). Without the "thrift differential," a larger 
share of MMC deposits will flow to commercial banks, which offer 
more services than thrifts. Because MMC's constitute 40 percent 
of total savings and loan deposits, the thrift industry has reacted 
harshly to what it terms the "deregulation" of nearly one-half of 
its deposit base. Yet Regulation Q has not been phased out: 
thrifts retain the differential on all deposit categories except the 
MMC, and all deposits 1nclud1ng the MMC are still subject to ceilings. 

The other element of the package which antagonized thrifts was 
a provision whereby under certain conditions the ceilings on 
30-month certificates and MMC's would be permitted to rise above 
the rates payable on Treasury debt instruments of comparable 
maturities. Previously the ceilings on both these accounts had been 
tied to Treasury rates at all times. The thrifts are concerned 
that these actions will increase their cost of funds. 





-3-

o Second, we revised the thrift industry task force report 
submitted to the Congress on June 30. Conclusions from the 
original Treasury draft had been leaked to the press and elicited 
negative industry reactions, but the final version has 
elicited positive comments. 

The letter and Administration report cannot offset the damage 
that has been done. It is critically important that the DIDC 
avoid further controversy in· the immediate rn.onths ahead. It 
makes no sense to be bllndslded by actlons of the DIDC which 
make our commitment to housing subject to criticism, fairly or 
otherwise. I am fully in agreement with the way in which Bill 
has handled DIDC issues in general. But I would like to be able 
to indicate to him that Charlie and I should have the opportunity 
to review and to analyze quietly Treasury's position on DIDC 
actions before they are taken. 

If you think it is appropriate, I can write a letter to 
Senator Matsunaga setting forth the facts in this situation. As 
bad as it is, it is certainly not a ninety day phaseout of 
Regulation Q. 



THE WHITE HOUSE 

WASHINGTON 

Dear Mr. Brooks: 

Thank you for your letter to the President regarding the 
recent actions of the Depository Institutions Deregulation 
Committee. 

As you know, the DIDC was conceived to function as· an independent 
cornmittee, and the \·lhite House was not involved in the 
decision-making process preceding the actions taken by the 
Committee on May 28. As a matter of general practice, in 
the past the White House has considered it inappropriate to 
intervene in the deliberations of the statutorily independent 
financial regulators. 

As your letter suggests, decisions on deposit interest rate 
ceilings can have a significant impact on the health of the 
economy in general and depository institutions in particular. 
Although your letter did not address the earnings problems 
of the savings and loan industry directly, we are keenly 
aware that thrift earnings will remain weak in the iminediate 
months ahead, that they are not expected to rise to levels 
of the recent past until mid-1981, and that the industry's 
earnings picture obviously affects how much institutions can 
reasonably be expected to pay for funds. 

Even more important is the long-term challenge facing the 
industry. Over-the past two.years, both the asset and 
liability sides of the balance sheet have become more rate 
sensitive, but the volatility of costs on the liability side 
far exceeds the rat� adjustments that are permissible on the 
asset side. The recent decline in short-term rates should 
not mask the underlying fact that the percentage of deposits 
in rate-sensitive instruments will continue to grow. This 
suggests two things: that the future of the industry is 
predicated upon greater rate sensitivity on the asset side, 
and that the ability to pay higher rates for deposits is 
contingent upon the availability and implementation of more 
rate sensitive asset powers than thrifts have had in the 
past. I hope you would share our view that the recent 
recommendations of the thrift industry task force and the 
emphasis on the need for greater rate variability on the 
investment side constitute major steps forward. 

With respect to the points you make regarding housing, this 
Administration has been and remains cowBitted to assuring an 
adequate flow of funds to housing. Over the 1977-79 period, 
the Administration achieved consistently high levels of 
housing production. The high rates associated with the 
money market certificate did severely strain thrift earnings, 
but the M!'1C was introduced to avert disintermediation and to 
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assure the continued availability of mortgage credit during 
a period of rising interest rates. The MMC has succeeded in 
limiting the outflow of funds and in maintaining stronger 
mortgage lending than otherwise would have occurred during 
1979 and 1980. 

As you are aware, although Chairman Janis opposed parts ·of 
the DIDC package on May 28, the Federal Home Loan Bank 
Board's staff analysis questions the degree to which the May 
28 actions will reduce savings flows or the availability of 
mortgage credit. It is at least arguable that with or 
without the DIDC' s actions, inflows into JI.LMC' s would have 
been limited under recent interest rate conditions, and that 
the differential and 9�% floor-to-the-ceiling on the 30-
month certificates will produce'significant thrift inflows 
into this instrument over the remainder of 1980. 

The Administration remains strongly committed to and will 
take such measures as may be appropriate to assure the 
vitality of the thrift industry and the restored health of 
the housing industry in the months ahead. The President's 
corr�itment to bring Federal expenditures under control has 
shifted some of the anti-inflation burden from the Federal 
Reserve, and the President's March 14 anti-inflation package 
was in larse part designed to reduce the pressure on interest 
rates and facilitate the flow of funds into the residential 
mortgage market. As you are well aware, the unprecedented 
decline in interest rates since late March will provide the 
basis for movement toward improved thrift earnings and a 
recovery in the housing market later this year. 

The thrift-and housing industries should not be required to 
-carry a disproportionate burden in the anti-inflation fight. 

vle are comiTli tted to working closely with Secretary Hiller 
and others in the months ahead to assure a competitive and 
healthy thrift industry and an adequate flow of funds into 
housing. I know that you have been working closely with 
Orin Kramer in recent weeks, and I look forward to a continuing 
cooperative effort toward our mutual objectives. 

Mr. Edwin B. Brooks, Jr. 
President 

Sincerely, 

Stuart E. Eizenstat 
Assistant to the President 

for Domestic Affairs and Policy 

U.S. League of Savings Associations 
1709 New York Avenue, N.W. 
Washington, D.C. 20006 
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THE WHITE HOUSE 
WASHINGTON 

24 Jul 80 

Attached is a brand new copy of the President's standing phone calls. 

clean 
out­

Per Frank Moore's office call #1543 t o Pat Moynihan should be pulled so that they can put it in their files·or destroy it. Ruth Rogers thinks that it may already have destroyed but wants to sure it is not still with President. if you find it I'll make sure Ruth gets it back. 

been 
be 
the 

Thanks. 
Marion Bartle ------=-�::: ....•.: 
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1570 

1582 

1583 

1584 

1586 

1587 

1595 

1600 

1601 

1602 

·. 

Mike Andrews 
713/520-0896 
713/529-1896 
713/737-3973 

Bill Patman_ 
512/472-7214 
512/475-2753 
512/771-2222 

Rep Jim Wright 
225-8040 

Rep Sid Ya� s 
225-2111 

Carlton Hicks 
Macon 

Tip O'Neill 

George Wallace � Univ of Oregon Health Serv. Ctr 
Portland 503/225-8111 00 J) 

_/__�- � �/ ·/ Sen Charles Percy � 

Caretta Scott King 
404/524-1956 
404/523-1686 

Sol ''Chick u Chaikin 
212/265-7000 
212/744-4087 
516/482-2056 
17/588-6644 until 7/28 

Edwin Edwards 
504/292-4333 

credit 

credit 

credit 
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PHIL HAS SEEN AND COPY SENT TO BOB DUNN. 

Nell 



THE WHITE HOUSE 

WASHINGTON 

Mr. President: 

7/25/80 

Landon would follow 

Frazer's advice. 

Phil 
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THE WHITE HOUSE 

WASHINGTON 

lf!Deeg.�?lt�R:,ctlp9;��de 
for Pret.'l@iFJail:�on PtarpG:D$$.� 

MR. PRESIDENT: 

Landon called Doug 
Fraser concerning your auto plant 
tour. He made the argument that 
you should wait until the UAW 
endorses you in late August 
before visiting an auto plant. 
The political labor benefi� 
would be greater then. 

My understanding of your 
objective of the visit is to 
highlight the compact car which 
American auto makers are now 
producing which rival the imports 
and stress the "buy American" 
theme. And to do this as quickly 
as possible. The attached 
August 6 schedule was developed 
along these lines. 

Unless the Fraser point 
alters your original thinking, 
I will proceed with the approved 
August 6 schedule. 

Proceed with Aug. 6 schedule 

Other � 
-

-------

PHIL 



THE WHITE HOUSE 

WASHINGTON 

July 23, 1980 

MEMORANDUM FOR THE PRESI�T 
f�ectro§t2tU� Copy Mt11de 

for Prs�e;'\fatlo!J') P�.l�OO<IIl,� 

FROM: BOB DUNN 

SUBJECT: Proposed Schedule for August 6, 1980 

7:25 am DEPART South Lawn en route Andrews AFB. 

9:00 am ARRIVE New York Hilton. 

9:15 am Speech to Urban League. 

10:00 am ARRIVE Cornell Medical Center for visit with 
Vernon Jordan. 

10:20 am DEPART Cornell Medical Center en route 30th Street 
Helipad. 

10 : 40 am DEPART 30th Street Helipad en route Tarrytown, New York. 

11:00 am ARRIVE GM Tarrytown Auto Assembly Plant for tour. 

12:15 pm Tour concludes. 

12:30 pm DEPART Westchester Airport en route Andrews AFB. 

1:40 pm ARRIVE South Lawn. 

�/ 
Disapprove 

__________ _ 
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THE WHITE HOUSE 

WASHINGTON 

July 24, 1980 

tEiectrostatlc Ccpy M�de 

for PreJa®f\f2!tlon P�t'IJ)OM.":l 

PHOTO OPPORTUNITY FOR REP. JOHN HUTCHINSON (D-WEST VIRGINIA-3) 
Friday, July 25, 1980 
12:20 p.m. (3 minutes) 

I. PURPOSE 

The Oval Office 

From: Frank Moore�� 

To be photographed with the newest member of the U.S. 
House of Representatives, John Hutchinson. 

II. BACKGROUND, PARTICIPANTS & PRESS PLAN 

Background: Rep. Hutchinson was elected on June 3, 1980 
to fill the unexpired term of John Slack who died in office. 

Hutchinson was apartner in� family insurance agency. He 
began his political career in 1967 as Charleston city 
treasurer. In 1971 when he was elected Mayor of Charleston 
at age 36, he was the youngest mayor ever elected by the 
city and the city's second Democratic mayor in this century. 

Hutchinson was a popular mayor. In his 1975 bid for re-election, 
he won all 80 precincts in both the primary and the general 
election. He was unopposed for a third term in 1979. 

This year Hutchinson won the Democratic party nomination in 
a bitter three way primary fight. He received the endorsement 
of Governor Jay Rockefeller but several Democrats have 
accused Rockefeller of rigging the nominating convention in 
favor of Hutchinson. His Republican opponent, Mick Staton, 
won his primary and received heavy national Republican 
party support during the campaign. 

Because the Democrats were not united, Hutchinson won the 
election with only 6500 votes (out of over 83,000). 
Additionally he won the primary for the Democratic nomination 
for the November election. However he will again face Staton, 
who should have the same support of the national Republicans 
and may be able to capitalize on the lack of unity in the 
Democratic party. 
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Hutchinson was sworn-in ·as a member of the House on 
June 10, 1980. He has been assigned to the Public Works 
and.Transportation and Veterans' Affairs Committees. 

Participants: The President, Rep. Hutchinson, Bill Cable. 

Press Plan: White House photographer r.· l:ic, 
UPI and API photographers 

III. TALKING POINTS 

General courtesies. 
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THE WHITE HOUSE 

WASHINGTON 

GREETING OF SERTOMA INTERNATIONAL'S 
HU MANITARIAN AWARD RECIPIENTS 

EDWARD and LOIS KEISER 

Friday, July 25, 1980 
12:� p.m. 

The Oval Office 
A 

•• ) 
From: Anne Wexler� Electroatat�c Copy M.��i· 

for Prea@�f3t�6Wi �u�r;�)�a:W 

I. PURPOSE 
-

To congratulate Edward and Lois Keiser (Ki zer) of 
Lithia, Florida, for winning Sertoma International's 
Humanitarian Award. 

II. BACKGROUND 

III. 

Each year Sertoma (from Service to Mankind) Inter­
national presents the Humanitarian Award for com­
munity service. The Keisers have been selected by 
a panel of judges from a field of 15 regional winners 
from the United States, Canada, and Mexico. Last 
year, you greeted Dr. John Czajka (Chi ka), the 1979 
Award recipient. 

Edward and Lois Keiser received the Humanitarian 
Award this May for their work in establishing 
"Steppin' Stone Farm," a non-profit, non-denominational 
facility for troubled girls, aged 13 to 18, who have 
been declared dependent by the Florida courts. The 
Keisers sold their home to purchase the farm, which 
today serves 15 to 20 girls who stay from one to three 
years. 

Sertoma International, one of the oldest civic service 
clubs, has a membership of over 35,000 people. 
Sertoma stresses community service to health organi­
zations and individuals. 

PARTICIPAN TS 

Edward and Lois Keiser, Humanitarian Award Recipients 

Congressman Sam Gibbons (D-Fla.), the Keiser's Congress­
man 
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James Hooper, Executive Director of Sertoma International 
(you met him last year and he attended the East Room 

Energy Efficiency event on Tuesday) 

'Krlf-ett. 
. 

Dr. Melvin A. �ttle�, DDS, President of Sertoma Inter-. 
national. 

IV. PRESS PLAN 

UPI and AP Photographers, White House Photographer 

V. TALKING POINTS 

1. Congratulate Edward and Lois Keiser for receiving 
the Humanitarian Award. 

2. Commend the Keisers and Sertoma International for 
their service to the community, particularly in 
the areas of health and child welfare. 

Eteetrofllt�t§c Copy M£-l'de 

for Preseros.�th'lln Purpcs� 



THE WHITE HOUSE 
WASHINGTON 

Meeting with Mr. Edward Andersen 
New Master of the National Grange 

Friday, July 25, 1980 
The Oval Office 

12:15 p.m. {3 minutes) 

From: Stu Eizenstat �� 
Lynn Daft � 

I. Purpose of Meeting 

Elecb'o�tat9c Copy fA!1sde 

fo! Pre�e�!';f���gt �uli'p�:ta� 

To greet Mr. Edward Andersen as new Master of the 
National Grange. 

II. Background, Participants, and Press Plan 

Background. Mr. Andersen was elected Master of the 
National Grange in November, 1979. He is the 18th 
Master since the Grange was founded in Washington, D.C. 
in 1867. He succeeds John W. Scott, whom you met with 
in July, 1978. Prior to being elected National MasteL, 
Mr. Andersen operated a 700 acre dairy/general livestock 

farm near Waterloo, Nebraska, 20 miles west of Omaha. 
( You and Mrs. Carter visited their farm back in 1971 

when you were attending the National Democratic Governors 
Caucus Conference. Although he and his wife Darleen 
now reside in Falls Church, Virginia, they have also 
maintained their farm home in Waterloo. 

In addition to his long and extensive involvement in 
the Grange, Mr. Andersen has been active in the American 
Dairy Association, the Nebraska Agriculture Council, 
the Nebraska Highway Users Federation, the Vocational 
Agriculture Advisory Committee, the National Livestock 
and Meat Board, the 4-H Council Advisory Committee, and 
the President's Committee on the Employment of the 
Handicapped. He served in the Army in World War II. 
He has 4 children and 7 grandchildren. 

As you know, the Grange is a leading general farm 
organization. Its membership now numbers around 500,000 
in 41 States. About one-third of their members live on 
farms, primarily small farms representing a cross 
section of commodity interests. 
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Your Administration has enjoyed an.especially close 
relationship with the Grange. They have been very 
support_ive of our farm policies and very responsible in 
their. advice and recommendations. The following excerpt 
from�- ah April 8 r 1980 letter from Mr. Andersen. to you 
is. illustrative: 

"The National Grang� endorsed your'suspension of 
·grain sales to the Soviet Union.on Friday, January 

4, thereby becoming the first farm organization to 
support your foreign policy decision. We continue 

·to support your action to make the Soviets pay for 
their naked aggression. 

However, as you are aware, the suspension of grain 
sales has sent shock waves through the agricultural 
economy and, in spite of program changes and 
government purchases, grain prices continue their 
downward trend. This, coupled with tight credit 
and high interst rates is causing financial panic 
in agriculture, causing farmers to place grain and 
livestock on depressed markets, causing further 
price declines. 

The Grange supports your efforts to get a tight 
rein on inflation through a balanced federal 
budget and a tighter fiscal policy, but U.S. 
agriculture can afford to pay just so much as 
their share of such programs." 

Participants 

Mr. Edward Andersen 
Deputy Secretary Jim Williams 
Lynn Daft 

Press Plan 

AP and UPI, as well as White House, photographers 

III. Talking Points 

1. Congratulatory comments on being elected National 
Master. 

2. R�memberance of your and Mrs. Carter's visit to his 
farm near Waterloo, Nebraska in 1971. 

3. Appreciation for Grange support, often on very contro­
versial issues where tradeoffs are difficult and 
simplistic solutions do not address the real problem. 

4. Invite his comment on the need to adjust price 
supports for wheat and feed grains. 



THE WHITE HOUSE 

WASHINGTON 

25 Jul 80 

FOR THE RECORD 

MOORE AND WEDDINGTON RECEIVED 

A COPY OF THE ATTACHED. 












































































