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S.ptrnb?r t. 1986

ADJUSTABLE RATE IIDRTMGE C}IEAPER/SAFER

July 85, :22 t.krn9 adjurt.bl.r v.rrut 7gZ frxad.

Frxed rra prrcad at tn avaraqr ol 2 potntr htghar.

Ratar on convmtronal lo.nr havi bacoia qurta conpetrtrv? itti
adjuStablr .ataa bacausa tha.r r! a iuch b!90F tacondary 6a.kat
{or cmvGntton.l loanr. lnatrtutronal tnvaatffr alro pra{Gr to
rnvartila^tt that hava a frxad.ata of raturn.

Llndarri $o pra{ar to i.rtt adruttab!aa Ir orn portfolros,
co@lain that thry ara . t a drr.dv.ntaga brcauta tha aEond.ry
oortgaga ilaakat I r doDr natad by nonpio{ r t , Govt. -backad
co.pratima.

Lor r.ta .djurt.bl.! r.rponrrbl. {or pullrng housrng m.rk.t out
ol 3lu@.

Erttar to hava gona adJuat.bla ovar lart ftr ycara bac. ratlg
h.vc b.s trancring dos.

6@r6a grvan chorca batrm trc frortgagaa> Ona Baa at 9Z
.dJurtabla Soa tnt.r.tt r.t. @td ba .dJu.tad rrthrn . r.ng.
ot 2 pf cmtaga por ntt r avEy thrE yaara. Tha othar ra3 a
conv.nti 6al 30 ya.r 6t9.9. ir th . tO l/BZ p.rcant f i x.d ..tG.

r{ ona atruoat that .rrrng ratar r@ld puth tha adJuatabla,3
rata q tro pornta avary thrae yaarrr a borrorf,r @nthly
p.yMtr @td b. r7O l.rt th.n th. conv.ntlon.l .ortg.g. tn the
frrst thro yaarr and tzfl rta tha6 tha payilant, +oa tha
convantionrl aortgaga in th- .acond thaE-yaar pFrod. Thur. tha
.dJurt.bla ictg.g, p.ymt. sld b. rlrghtly ch..pr ovr thc
$ol. rix y.art .nd thr .djurt.bl. berffi rculd h.v. t.ved |TOO
ln faat.

Aalum th.t tht .dJurt$l. bdroi.r put hra s.vrngri
tot.ling t32OO in th. firrt thr.. yaartr rn a b.nk .ccount
..rning 5.51, intpaat. 5h tha .djurt.bl. .nd cohvantron.l
loana ffa again co$araa, tha adjuatgla iar la3t expBarva {ffjurt ovf, .ight y..ra ,ff borroffr in thrE t.x br.ckat, u5rd.
2!U, 33a, .nd 5OI.

Mjurtabla loanr a.e o+t6 aattGr to unload than
convBtional loai3.

*t.Dil()!al'1 ? An.Ar,r.t"rg. N.J'. A7$.12 rj i; r. i
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AoDraisal

LJ-/282 Gencral concern inadequacy/loosely
controlled. EPIC: l/3 of 250ltl apPraisers belong
to a6sociation.

should thcrc be a national Iicensing schenc?

Doug Barnard Ecarings: D-6A. Barnard has
identified shoddy appraisals as one reason for
thrift coflapses. Ccrtificatlon exan? Like CPA?

Certification: Police by idj. groupr
No huge reg. aPParatus.

OR

Licenslng cunber6one, but keePs bankers honest.
Only way to elininate fraud?

Re{:rroHM irAlrAMus. ri..!. 0:i652 lr s A. 6/il



MEIICRAIiDUg TO:

f Rcit:

DA?E:

RE:

Stcve Taylor

lforhrn D. n@d,'/, '

Jrnu!ry 24, 1986

Industry Appraisal Issues

As an output of the Decenber Reviee, you asked that I fill. you:c
on the lssues concerning mOrtgage apprarsals.

Fair yglket:&iue does not acculatelv reflect. Ehe cash vafue of
prcper!-y

' SqI!_s- conGions, f inrlgC__p,oiIl.i and setl.erl,bq,i_kleL
c 5 nt iTbTEi6i-i:-It p La-f a--i o I e i n 1 nr1-atrn g Cli-lpp r i i s e a,ral.ue. whi.1e this has alFays been a probl,em, the-advent of
1ok inflation rates and a flat or nonlexi.stent appreclation in
sone harkets has again made it a hajor concern.

L FNMA has tightened underwriting standards Q.ouer ratios,
reduced se.Ller contrj.btuions) to solce iLs appraiser.risks.
on 9I plus LMoans. Freddie Hac is looking- to solve itr 9IpIuE LTv'risks'through adoption of a cash equivalency
rppraisal approach. The definjEion of narket val,ue uould br
ravised to requj.re lenders, when ordering appraisaLs toprovide the appralser wirh aIl. rhe fLnanclna-data lncluding
lpacia.1. financing arrangements. !{arket value deternj,n!tjontyould include payments "hade in terns of cash or j.n terns of
financial arrangenents equlvalent !o cashi. This would af,!.ctbullders the mo6t, due to thei.r adding buydokn and speci,al
flnancing arrangement costs into the iatei
p.r I 99. lta j o r ob j eEEforr-ro-thfs lj-aFFi E=T; the appra i s e r s.
abllity to adjust the value of comparabtc hone sai;s,
lnlornatlon is dlfficult to obtain and in some markets nay not
cx16t. The Federal Bome Loao Bank Board 1s supporting thit
caah equivalency approach.

Ev.rv orqanj.za!ig!_bas 1ts own apprai.sal .stindardi form

fhe Veterans Adninlst!ation (VA)and the Federal, Housing
Adrlnlstrttlon (PHA) plan to ula ! cormn luo page appiaisalforr (solrtiDa ln 1,985) ln !n attapt to brino-
standlrdlzatlon. DcapltG thls, borI pN]tA lnd FHLITC each pI.n
on uaing thalr oun dlffarant fo!D.

qurfentlv there exis!s ovar 1! diflllcnt organizrtlong tha:da6iqnate !!pIi-tS!I!-
Each of the organlzations have a eide variety of standarCs.
Sone require up to 60 hours of classlooh worl and a qualif).
attm, others a college degreee, in Lieu of classroon traini
Soie-wiI: waive the qualifylng exam for expe!jence
Standardization of both experj,ence and edu;ational
lequj,renents are a must if any type of consistency j.s to be
achi,e.red.

: n,:
n9.

As 1on9 as a borrower,E equity in a home plays a key role inHhether a nortgage i.s Iike1y to 9o bad, tire ippralsir,sabi.Lj.ty to deternlne a true market value will'Be critical.It seems to me FNfA,/Cltlcorp have taken the only safeapproach---limit 91 plus LTV Loana.

ft is a rare occlsion to see an appraised vaLue much below the
sal.ee pr1ce. A 5l icushion. ulthaat ! rapldly appreciatingnarker ia like maklng an unsacurrd loan ai a iisiiunt.

xc C. Cooper

--l-/'
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January 29 1986

Bankgrsjiu-fvey - Forecast '86
congressmen, regulators etc.

Survey by

90t see major failure in 86

Inside bet is Texas energy bank

* 81t believe thrifts will require major
financial assistance

* 72* believe serious problems will arise in 1986
because of the banking industry's exposure Eo
foreign loans.

r Mexicors ability to handle debt load will
evaporate my mid-year. such a development, the
respondents indicated, would pose large questions
about whether regional banks will continue to roII
over their Third Wor1d loans and rvhether U.s. banks
will respond to Treasury Secretary Jatnes Bakerrs
request for a S20 billion increase lending to
developing countries.
* Risk is that failure to address internationa.I
debt situation could result in congress considering
a major restructuring of the financial institution
industry in a crisis atmosPhere.



Bankers Rank
Success Factors

ln 1990 L

Top 3 Success Factors

Other Sucess Factors



REtrIIL BAlIIre DRSETPPIIEIITS

Retail Banking Developnents:

tast 4 year6 (Braddock)

t' Oeregulation - changed the price valueequation and forced banks tir be smarteron price and cost.
c Coning of age of financial service

busineaa.

Building of nationaL bankinglnfrastructure alsroet in an€fulL lnterstate banking:
icipatlon of

ATI sbarlng
Regiona1. Coopacta (rith triggers)
Eone banklng
CardB (natIonaI)

3:?:ll:l?.:f Rerat lonshptranasenent

rocus ()tl,'- .
c!,tA ,

lilett 4 Vears

o Solution to geographic issue
I I.aus+', qllrEqfidaiion -----
o Eow will integration f:.tf out Sears, AilEXo People (good) -influx

Re6pect RegionaLst T'h€y have the custoners.

(t.*m!
."t*

/
(lrP
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Citibnrrk/()it icorP
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in Bank
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A'r'tr lit'rt itt lirtrl; ,ll,rtl,, litrrl

A n-.\rrr krrow, I wrdr firr ('ilieorp. 'l.lrrrrgh I'rrr
/l rlesr,rilxvl ns hnrrke4 nl henrl Iin slill a rrrlr.

;{ kclirrg llersorr. So I crrrr lrorrcsllv snv l'rrr glrrrl
-l-.-l-lo lrc lrcro, arxl to hnrr. llro elrrrnce lo lirkr, p;rrl
irr t,lris eonfererree.

. rAh're al I au'nre of I ho rrrn.f rr r,lrangr,s llrrrk irrg is goi rrg
lhrough, wlriclr rrr,.ry srrggr,sl n ltotv orn firr ltrrrk rrrtt.kr,l -

irrg,.Crrrirrrsl.'q ntrrl irt n rourrrl-alxrrl \,rN: s,e s(,r.ln lo lx,
gettirrg lnek lo lhe rools ofrrrrxlcrrr lmrrkirrg. llislori:rrrs
traee the hist.ory of tlro irxhrslr.v har,k lo tho rrttrehnrrls of
Ilcrrnissnrx'e V'rrieo, u,lxr grarlirallv ltfl llrc lifc of lrir,L.
frrr thnl. of firrnrrco.
o lrr t.he lhritorl Sltlos, tlrr. lirsl grenl batrk rvls firrrrrlrrl
try the nrerehanl. Str'phorr (lernrri.
o A grorrp_rrf ntorehnrrls, letl lry ( lrlrltel Snrrrrrl ( hgrxxl.
forttrrletl Cil.ibnrrk irr ltll2.
. The oklost I [S. irn'esl rnerrt. bnnk, A lexnrr k.r llrou.rr irrrr I
&xrs, was startotl by a llaltirrroro lr.nrk,l:
o Everr tlre stnle[v lrotrse of._1. ll ltlorg.rrr lx.garr s,illr rr
frrrtrrrre oarrrorl irr rlry grxrls.
o-'l'he satrro pnt I r.rrr is I t.rre of rrrnrr.t, o[ I lx, grr.al lrr nrsr,s of
Ir)rtroJx.. Wo onrr soo tlris in llrt ti.r.trr .,rrxirclrlltl 

lrarrk..i
wlrieh is still rrsrrl lhrrrrglrrrrl tlu,urrr.ftl lo rk.serilx,u,h:rt
we csll a1l irrvostrnorrt barrk.

,\'t rt, ( lrtttlr lit,,t :

.Ttxlay while harrks rre eorr[irx,rl jrrst lo lrarrkirrg_rr,-
tnilers and nren,hnlrl.s, inslerrrl of ir.nr.ing lrnrk. i,r li-
trance, &re frce to eontbirre tho turr. Arrrl rrrarrl,nn. rlrirrg
jrrst t,hat;
o Ilr'tailors arrrl oil trrrrrpnrrits lrtrrl rrrl otrlr.:rrrlorrr:rlcrl,
lrrrt rrsorl t.hoir olor:lronie s1'slorrrs lo rrrltr irrl,, rrr,rv lirrarrl
clir I l)ust nessos.

]lxt enrr got srx.ks, slrxrks arrrl n r,rorlil carrl r,nllerl
"l)iseover" nl. Sonrs; a six-1xrtk of lrocr nrrrl ('J) rrt ?-
filovon, arxl gnsolirro arrl easir fr,,rrr nrr Al'l\l nl rrrtr.lrx,:rl
gasolirre statiotr.

iiE$rFi)fit, pAIrAMUs. N..j. 07s$ti i



. Iil'lrril slorr.s;rcrrrrrrrl I'rrr'(i0 1r'rcent oInll crprlit, carrls
issrrrrl. 'l'lrc.r' provirk. orrgoirrg or1\lit. to 24 nrilliorr rnttre
(.usl onf ('ts l lrir rr r Lr lrarrl<s arrrl oi l ernrrparr ies coltlr i nsd.
. Orcr' ,10 rrrilliorr ;xrrpk' hart lho Sears crtrlit earrl.
'l'lr:rl'.s rrrorc rlorrrcsl ic crrrlil arrtrurl"s llrarr Arrrorienn
l,)xprlss or' :rrlv irrrlivirhtirl issrrr of Masl.orCarrl arrrl
Visrr. r\rrl Scirrs Savirrgs lirrrk lrus a rcul p(lllit.y u()rllr
rrf six 1x'rr.r'rrl ol'lol;rl rk.lxrsils, rtrrrplrcrl u,ilh nrr averngo
l'rrr llre srrvirrgs rrrrrl Irirrr irrrlrslr.r'of slighll.v lrtt)re llriur
I rrrr 1r'ttcrrl,.Ihrrk o[ Arrrerir.a lras 2.1 1x'rr,orrt of llrt'altrxrs( {t2
l ri l l iort l l.S. r.rlrsr nrrer r klxrsit haso. Iirt I\h.rri ll l rytu:Ir-

-u; 
il h l.ll ;x.rrrrrl -is c:rlr.h i r rg rrp fasl.

. ( ltrrcr':rI Nlolols Arr,r,lrlarrcr'( irr'p. is Ilrc secorrr[-biggest.
rrrorlg;rge lrarrkr.r irr Arrrricir. Il lras llrr. lalgcst slrnre-
i17 1x'rrtrrl-ol'llx.rrllioris $l.il lrilliorr tnlu*cl il (r)n-
srrrrnrrL'lrl,r'lrir,lrirx,lrtr[.srrrrrrrrrtrtiitlpirperr4rrirtiorrs.

In l';rr.l, rrort trrrrl rrrorr. (arnsunt{'t's nro gcl.l.irrg l.lreit'
r,rr',lil ;rrrrl loarrs frrrrr trrrr-lrirrrks. lrr lllti4, lrnrrks lx'lrl
rrrort llr;rrr 57 1x'rrtrrl of llre nrrlion'.s finnrrcitrl trssols,
Irr.r.orrlirrg lo lhc l.'crk.r'll Il,cscrvo. Nrrr-bnrrks-S&lrs,
r,rrr l il r n r irlrs, i rrsrr r a rxt corr4xr rr ios, fi rrnr x,e corrrptrries
:rrrl othr,rs-al tlral tirrre hokl sliglrtly lcss thnn 4ii
;x'rr,r'rrl.

'lixlali lhe rrrrnrlnrs hart sigrrilicarrll.v shi[lcrl. As of
,lrrr,jl(1. l!)115, ur.urrrlirrg lo llr lllest figrrres frorrr lho
l,irl. rrorr-lrrrrrkslrrnr. (i7 1x'rrtrrt of llrr. corrrrtrvh firrarrcial
rrsslls, lr:rrrks illl fx'rrr.rrl. Atxl llx'so [igtrros lcll rnrl.v
prtrl ol'lhr' slor.r; sirrcr. lhot' rlorr'l irrt'lrrrle llu. firrnrx,inl
trcl ivilies of rclailcrs, nranu[rr,lrn'('rs, oil colrqnrries nrul
olhcr' [irrrrs irr rxrrr'firraneirrl irrrhrsl rils.

{- ,\s rr lrrrrrkcr arxl rrritt*r'lcr'. rrlrr solls firrutreial sorvicos
,' lurr l prrx lrurts, nr't' .iol) rl ('il itrorp is cttt otrl, for trte-as is
I r.rrrs.
)-'{\!-r.s llro lxrsl crrsier? W' hnrl fcu,er elroiees t,lx'rr. lt

u;rsril lrxr krrrg ugo thnl if u'o u'nrrlerl n teleplurrre, rro
r,:rlL,rl l\la Ilrll. Aflel ull, il s,as llro orrly gsnro in town.
t\1' lxrrglrl Arntlit'arr urrs, trrrl {k.rr orr arlv tir{irro sitx,o
tl11' plit,r's sr.rc all, nror'o or lcss, llre sattre. lfwe rvnttterl
t(, slrvo nrouc.\; ue prrt it irr a Jxuslxxrk savinSs account



tn(l got l-r% ;x'rtorrt nl nrrl'harrl< nrn'u.lrtrl irr llrr, Ihrilr,rl
St,atos. lt q'as eos.y frrr llrr. rrar.kcllllar,e lo;rel s.lrur llr
clroi<rcs ur.re I irrr itcrl.

Ihrl eorrrpclilior, irrflaliorr, llx'oil slrx,ks of tlx, lll?()ls
trrrl llx' new inf()l.lnirliorr lccltrrologv ch;rrrglrl rrll llrlrl.
I)r,rr.grrlrtl.irlr of lr.k,rtrrnrlrrrir,irliorrs rtrrrlrirrrrl rrillr rk,-
logulul iolt ol' lr:rrrkirrg l l.irrrs;xrr.l ;rl ion trrrr l ol lrr. irrrhrs-
lrit's is crealirrg a lx,\^, l)nsirx'ss trn'ironrrrcrrl. I\lirrrv ol'
}rr[olrI rrrlos lrr, rro Lrrrgcr. rrork irrg.

/ Elq"-nrnrpurring i* thnl rrr:rri<,I irk,rrtilios i,r., l'irrg \
/ rrrlrau'rr rrLrrig lrrrnrrhr.ir,s rL'firrrrl lrr. rlislr.ilrrliorr rrr.l- |

,/ works nliil loelntol!)gir.s, rallrr,r lh;rrr ln. lr.lr,liliorr:rl /i "frrrrl iirrrs.-

-Wf'nTil,fi;ilT,,itIri* rrrr':rrr lirr rrs? I Iro1rc sorrrc oI'IIrt
nx'sslgcs llro alrr';rrlr. r.r'irL,rrl:
r llral g'r' rrrusl llrirrk rrrort urrrl rrxrrr. likr, rr,l:riL,r.s ;rs rrl
ttpproitelr or t t' r,r tsl orr r.r.s,
. rrtr virliorrs sl r:rlcgir, pltrrrs u'i l l l il tr':rl lv lr.l orr r i nsl il rr-
I iorrs ittrrl,,rtt. rrrrrr.r.s. :r rxl
. llx' ntanatgonlcrrl of clriutgr n.ill lr rntr.rrrtrslirrrl rrrrn-
ltitrriorr tts tvo ntov(, irrlo llx' frrlrrrr,.

l}tl lx..votrrI Ilreso lrrotrrI nr(.ssir,{r's, Ilrlrr,is;r rr,r\.sr,l ol'
r:lrallcrrgcs.._r/-r' itvn lry nrt rl;rlirr11-u1r ir.lr rr.ill sr,pirr.;rlr.
t.ltc n,irrrr.rs frrlrr llrt losl'l'.1y1,1'1. lirrx.. lil likr. lo rlistrrss
several of llrtse trxkn:

i\'r'tt'l'nxlttt.l
Ih tt lrt1ttttrtrI

'l'lro firsl is llx. irx'rcasrrl irrr;xrr.l;rrxr. ol'orrr. nrL, ;r"
tx'w prrxlur:t rt'rtlr4x.rs. I Ip lo rxrrr', llrr, I I.S. Fortr.rrrrrr,rrl
lrns rk voloporl rrrr'prrxltrr.ls. Il lrirs rlorx, llris lr.v rlcrtgrr-
Ittlitrg orre prrxltrcl al'ler arrrllrcri ofltrr rrilh rirrl,ru,li,,l,
:rlile lirrrirrg. Irr llrc frrlrrrr,, rtos.llrirl rrrrrlh ol'llr,prrxhrr.l -

lirx'tk'r'r'grrlalion is rorrr;rlclr,, rvr.u'ill lrrrrt lo rr,;il;rr,r,llr.
gttvernnrerrl., nrrrl lrrill on r)ur ()\\.n rrlrr'p;rckitgr.s ol'
ltrtxltrcl"s urrrl se lvir,cs.

l)crogrr lal ior r, r:orrr;x.l il iorr a rrr l l lclr rrrlogr. lr;trl crr.,
nlfll & ncw eorrsrrrrrer sen'icr.s irrrlrrslr.r: trrrrl rr.illr il ir rx.rr.
sot of oplxrrlltnilit's. ('ilirtr.p, [rrr oxrrrrrpk', is rrol.irrsl rr
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lrrrrrk. W' sep rnrrsclves as n urrdrlwirkr firrarreial servi<:egorg*rrizirt irrr. u.lieh u.arrts l. I* nll,;;;;i'l;';;ffi;;
frer'lv s.illr Irnrrks, lrrrrkcrs. irrsrrrrrneo agerrl.s, renl oslnle
Jrcr4r,',rrrl nll lhe,thcrs u,l, scll li,,^,i.r-;i ;;;,1;;ir';u,lstrvirts.

I'rrl sirnplr; llrt rrerv lr;r of lxrrrk rrrrrr.kelirrg nnrsl hrikl.rr lllr, ;11r111x,1111rrrr *.c 
^lro.rl.v 

have lrrrt ii ;;;J'i;,;;,,:ilrtrll. l Lrsir.;rl l.V (l,tsu,ltrs st i l l'lrrv 1,r,,, lirr.,;,;;;';i ;ti;il:lrrl ru:rrrl oI llrorr irlso ltll rrs, tor tnslnn(,o, llral. tlrey nr.o..,r lir. l.alrlr, lrrrl i n g i rr srr rr,,,,,"_ri i,,'i "'r,,"i "_;"fi ;;lr:rrks.'l'lr,r' irls, t.ll,s I lral I lrr,.v l,;;i;:',;;j;;;;;;;,llrrillr arry'r ,f llr,.rr;r.j,r plarr,rs iir 11,,, fi,,,,;,.;ui';;;:;;;;;:
r n( tusl t.\ l.rx l;n.-lra rr ks, irrsrt rir r rr,o r,orrrparr ioo. lrrokerr_
.r 

lro rlrx* rs .;x'tr [rrr atr itrtt.r'ttrir.r' s.ltttiaa r, orrr elrs-
I orrrr.t.ls rx,er ls.

t\irl irtttrtl
I t t.l'n r s I t. tr t. I rr x,

'l'lris lorrrls rlirlr,l ly lo I urr rrroro o[orrr ehnl lerrsos:

,,,,,,,,,,,,' 
lnr ikl i rrg,,f 

'* 
rr,,l i,,rriii l;;,, ki;;; iiiilsi.X;:[,,r",

....,i1,, 
1:,.' i rrl rorlrrct iorr of n rel;rl iorrshiP rrrnrrngelrrerrtol tcttl;tl tott.

...lrirsl, u.r, arr rlnr.olr4rirrg n rralirlral lrarrkirrg irrfrn_sl l'tt(.1 u t, lirr I lrr, fi rr:rrx,iirl s.rvir,es i,,, I,;i;;'j,i;il;;l;tn s, ln ir rrr l l.rgr,, st i l l, l,,,if n l l,n. l,ni,k; il; i;il;,ilil;liX:t.t1rss l lr, rurrrrl r.r:'l'lro irxrprnlily,,r,,l ir,"ffi"inr,',,r,,ri
l lr is sil r r:rt i.rr, as ri,r,ll as r t,,, i,n,, k i,,lr',,n.,i_,,i",,'i;t".ll
rrrrrl rlir.r.sr a rr:rt i,rr. arr, [irr;rlly l,,i;;,;:,,,;;,i;'iu 

rilr x.
rr lurtt'rpillrrrr o[;r rrrrliorrnl lritrrking svsletrt, n,o ares{'r'nrg tlx' gr,r'lh ,f ir suplx)rl f,n*"i,,'nii ,*'ri,nr"i,,

lr;r1 r;x.rr.-;r rr, l. I lrr, u,gi rr rr i rrg'.f ,,,, i;;;iil;;rlll,iirlil
Irorr rrl' Il;f irrrlrrslrr:
. So ftn: livo statcs lrirrn 14nrrerl llrcir lxrrrlcrs l.o barrksf rttrr ;t t11. u,lrtrr,.
o 17 sl;rlr,s lrt\r, onili,lr,(l lrrrr.s nllorr.irrg llreir lrarrks tor11tr'1 i11r. 1r,qir,11;11 .rr.llilr,ls n,,,t ,,,,,,ri,I. si*;iiili ;::: \.,.t.:...,..r-

r , -:r. ..-.j _ ri iEpr\ ihat



allow rrntiorrwirft, lrnrrkirrg irr Iurr Io Ihrtr, ltrrrs.o llnrr k rrrergors across tnrc't i rr"; ;; ;;,,.1;;1,:il;s ;rri*,r i-enll.y over.y tlnt: Arrrl rr

;l il*]i ;itl ;,ii 
"1'll 

L']l' i ;;'' y;:u 
:i 

^l[ "l1l,i5 J,:: : : I:
.'l'lrorrsarrrlsoflrnrrks.irrr.hrrlirrgrrs,lrrrrr,.ioirxrl;rvrrrir.lv
of A'l'M.shar.irrg rml wor*s,,,,r i,,r*.;, t,,. ;iit*_,:'_ii,,,,,li' 

J,,,iurrrks nllow ortr ctrstrnrpr
llro corrrrlrr: s lo gt'l cnslt itl vllrirnls Jr:lrls 'r[. J'lnslie rnrrls nlrcnrly h:
u,,,,n t,i,,*i,,,,,n;'il;:l,il: 1,1:lll:ii;:I,H,;,1,;:1,: lXi l, Tl;(:itirrrrJrls ltrrrrke.rrl. rrs *r,ll ns ir" ,,",rj';r.i,,:iriii,l ii,,,,arrI t.r'nrnl nrxI errlor.lrrirrrrrr,rrl .lrrrI,.,,_i,,,,,,,1_,,]ri,,,iilil,r,,Neu''lirrk slrrlr,.

"..Y1,1,]t 
rleveloJrirrg is n rrrixrrl rlisllilrrrlirrrr s.r.st.pr ,irrItrrarrernl sorvieps. Srrlr

eror,r,nr.s rir," i,.",l"r,"il'1""-.;ii';l"n:,,.'il:1,;;l,,ll;ilill,,:lj;l
rrroil. ll's srrpgrrrto,l l,v 

^ 
r,

irrt;1iir *rti}irrir xrllifil[[[f:;:i; iliiilyJros of torrrrirrnls [rrr lrrnrri'i".,,i,il,li'lj,iTil-,f ,ff I;j,fll :l[l; ;fi' ;lll,:li: _f,i;li
It rrray ln a srrrarl. lnclit, [rrr.sonx, lrtrrks lo liglrl rr,rrr.grrnrrl rogrrlalor.r, neliorrs

iirrt the ;;;ri"ii;'-',ii",:ii,l" tt"' rar* r'r rh'sr' 
'il""""'*.

sivorr, nrrrl fi;;,;;'T,,;:1,,'::r.r' 
slrnrll lrtkc .ltttttsr' :ts ;t

rnr lrr.w o,;xrr{rrrrili.s. t)l)o' or {t11!ll lx'ller; r'irpillrlizc
Arr irrleroslirrg srrlrr.r,

t'ttstttrtx'ts *,r",i ?,2'i,, 11;i,ll 1t-';trsl .otrtPk'lrrl rr{t.rt'itt
,,r,r,' -*"i r" ;,, *,1;;;;.,' ;;';l, fi:iilll ii'i,.lll;J;:,il;,1,; i lX., i iorrr.1ilr as rnnrkolcts is snlis
rt,e r,,r,g-1nr.,,i i,i;";.';ii1i:;|,li "'s 

.t tsl.trtor ls t trrr ls, isr r'l

llt lttliutr.slrilt
1ll(l il(ttll,iltt ill

,^_'l'lre 
soeorrrl.rlcrlLlrrrrnl. rllrrl iorrslr il,niu r;r!,r,nr,,rt. i\lPa(lntg l.r a 1|arrg,i1q,salnc

t n,, r, i,ig ;, *t i ii ; ilJi, ;i::; lll:; il:i,l;;1,' l;;, l: [:;i_,1,;l



firr cuslorrx'rs lo corrx'to thorrr, arxl lrty wltat.ever is otr
llrr.ir slrelrts. lirl rre rrro sccirrg tlrc onrorgolloo of n reln-
tiirrrship trr;rrragerrrorl orierrlaliotr. Ihckngorl prtxlucts
irrrrl'scrvieos-l\lorriII Iryrrclis (hsh Mnrrngenrerrt. Ae-
r,trrrrl irnrl rnrr l,ix,us Aetrrrrrrl, [rrr cxttruJllo-tre lrcirrg
solrl.

Irr [atl, tlr,caJralrilitf is lret'o [rrr lxttrks lo t'otuler a
r.orrrgrl.lc rrrr'trrr ol'firrnrrcirrl "r'r'r'ir,r." to auy irxlivirhrnl irr
I lrr. urrril. l'hrasrs likr' "rtlrrl iorrslrip lxrrrkirrg" or "cross-
scl l.i rrg' r rc slrorl hir rrrl ft rr n u'irk' vnriel.y of services t hat
Ilrrrks u islr Io ofli'r'Ilroir ertslotrx't's.

'l'lr is rrlrrl iorrslrip r.:rgrlhil il f is lrnt l i rrg arklcrl prossrrlc
,,n ,,rrr rrriirrrrLrl rlgrrlrrlory st'slcrrr, rlriverr irr prrrl. lry
.ul crslolrrr,r's rrlrr ;rrr. lx'rlrtrring trxrtt itt frrrtrrorl, so;tltis-
lir,:rlrrl;rrrrl rl,rrrirrrrlirrg $ilh {.irch rlll: lrr orrk'r lo lx'
Ii r r;r rrli:rl stlv irts trrrnlxrtt its ('oltsuln('rs rvillrt, lrnttks nre
fi11lrlirrg lrrrrl lo gcl irrlo irrsrtritttrr', roal eslnto rin(l so-
,.rrrilits. slrilt Ilrr.st firnrs ilrc elrtoring Iho barrkirrg
I rr rsi r rtss.

,llrtn' ( \tttt 
1 
il r.ri I i cs

itr ,lhtrl;r'l itttl
lil'slxtnsibililits

llrl rr.llti,rrrslrip srk's nro rrol ons1l arrrl they nreril.
r.,'rrrirrg rlrrickll: (lrrrsrrrrnrs rtsisl putlirrg nll tlreir oggs
i rr orrr. lxrskel.'l'lr' prrx,ess of grl I irrg t lrenr [lrert is itern-
I ir r', rrrrrl lrrolr;rlrlt' rr,r;tri res i rrl otrso cross-scllirrg ovor
linrrr Norr,orlr; il urlil lur;r;x'rr urrlil rvc enrr rrrnslcr llro
r,,,nrgrI.r. r'hrsirr. s:tk,s lrrrxtss lrr, lrrllirrg t,lonr; vnlirl lx'n-
r'[ils.rr llre lrrlrl'in llr rtrr.rs o[ 1r'irr', sttporior itrfrx'trra-
lirrrr;rrrrl sclvir.r'. r\rrrl sr,'ll lrirv'lo k'trrtr lo sot. (nrr
rrr;rrr;rt-(r'rrrrrl lrrrrgrurgr, irr r rliffr't'r'trl <tttloxt.: rrol .jrrst
prrrlilrrlrilil't lrrrl irlso r:rrslorrr,r rr.lal iorrslrips, cusl()nx'r
;rcrrllurliorr inrrI rk,pllr, trrrI rrr:rrkel nrrrl trrnt'kcl sognx'nl.
slrirrr,s.

( )rrr sa['s oricrrlal iorr rrnrsl lx' lrrill Rrrruxl tlrslotrrt'ts,
rrol lrthrrrlogr: Wlrik' rrt nut)' tll k)1'o u'hni teehrrology
r.ir rr rl. lirt tts, ort r crrsl orrrr't's rrn.1' not. sltaro otlr
cr rl lr tsi:tstrr.



tlp1il ir'ttl irttt
r['Ifu'hnrlrxlrl

'lhchrutlog.v-grarl.icrrlnrl.t! ils tlse l o h'lp rrs f rt rlltcr rnr t'

grxrls-is trly ttexl clt:rl k'ttgr'.
( )ttce n t.ocltltological lrretkt h rrtttgh is ktlorltt hv lxrrplr'

irr setrelt of nplllientiorts, lltotl ir serrltrl t'rt'tll irr' ptrrtss
slarl"s t.hat, will prtt lho tterv tlisttrtrv lo rvtrtt' lo cillrr
solvc ttn existirrg ltrrilrlettt ot'nr-rrrtrtlilislr lt tx'rv llritrg lltttl
canrrot trorv lrc tlotte.'llxr ofletr ut firt'gr'l lltese lrrrr rk'v'l-
o;lrnr.trl. prrxressos lttl,t' st'lxtrttlt' littr' I't itttx's.

lfor exattrJtle, llre tt'klrlrrrro wils sltll as il ltst'k'ss lrtt'
[rn rrrtrtry ycat's. Ils trltttttt'rt'i;tl rr;4rlirrrlirlr trr;rtirrrl it

nrr.i{)l' orhr(.nl iorral t'flirrl ott ils I x'tr'[il s I o I ltt' ttst't:
'l'lre kty nx'ssngo is llrnl lxrlh ol'llrsr' ptrrt'sscs-llr'

i rrrtnl ion unrl l lx' scnttlt [rrr ils :rltpl ir';rl iott-lt:trl l o l itkr'
plttcc to tnake r'lrfl trl{{' il (tltlttt('ttittl rr':rl il r:

As tn itxlrtslrV ut ltitve strrt'ssfrrI11'1rrl Irr'lttlolotrl'Io
qrrrt frrr ottr t'rtslotttt't's itt ttrttrJ' itr('its, lrll il is ilrrlxtt t:rrrl
n'c n'rnitxl rntrst'lt'os tlrnt lccltrtokrgl' llr ilscll'is t'L'rtrlr'
rrol tlro rtttsstn

Irr ottr rttslt [rrr tx'rv trtttl lx'lllr urrl's of rloilrg llritrgs,
lcth rrot [rrrgot Ilre rrrntr.t' firrirrrt'ial st't vitts "ttrrrlttl iotts"
l.hnl wcre jusl nrotttxl llto <torttoq htl tx'\'('l'(lllil(' lirul rt;r

t<l onr ox;x'clal iotts.
\irt krrrrv lltetn tts stll tts I:

.'l'lre 't'nslrloss" trrrl 'i'hcckft'ss" srx'iclics ltitrt lxrl ltl'
rirrrl; itt litcl, r'lrcck ttsc is gtrru ittg.
. A'l'l\ls ltrve trrl rr'Ilitcr"l lrtirtx'lt lxttrkittg.
.'l'ln virkrrlexl oxlrlosirttt kxrks gtritl olr l,;r,n'l: ltttl rrt ittr'
n Lrrrg u'ttv frottt ttnrlt'rslttttrlitrg lton lo tttitkt' il trr';tttittg
ftt l l'trt' otrr cttsl ottnrs.
o AtrIcrttt lxrttn lrtrrrkirrg is s:ry lx'lritrrI"sclrrrhrlt".

All llresc sttllxrsrrl ttrrrlttliotts rrltr';x'tr','irrrl lt' l''
itrttrtittenl..'l'lto rtririrr ttitsott lltt'1 lt:tlt'tt'l rrrrt'lttrl is llt;rl
llre ettsl.onx't' rk'cirlul ottr grcnl irk';r rvtlstt'l so llol -itl
leasl nol. .yet..

Wltttl u'o'vc ft'at ttcrl ltl ('ilicorp 1q 111;11 11'1'l1111rlogilirl

clrangc rerptin's ils rtrvtt p;trr', ils ostt tltllltttt, ils,,rltt
eak{xl[n 'l'Irc eottgttttnr lntx'lils ttntsl lx' plrrtttt crtrr'
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sl r'p of l lro rrrrv ll sorrrcl i nr.s tukos ltrrrrrlrerls of tests arrrl
sirrrrrl;rliorrs lo gtl llrt ler,hnokrgl righl, ntxl rrxxt of llre
lirrrr. "gr,llirrg it rigltl" nroulrs sooing lxxv tlre cltst()ntcr
irrlr,r'irr,ls u ilh tlrr,s.tslcln, t.alh('r thnrr jrrst seeing if t.llo
st slltrt rrrrtts.

lrr Ncrv \irrk, rrt lrrrrt a rlevcl4rrrx'rrl lnb, wlritfi nllows
us lo ltsl (lltsunr,r tl'sl)r)ns{'s to ttt's'lltrxlttt:ls ntttl ser-
rir.r's /rr'y'rrr rvr,ol'[r.r lherrr lo tho prrblie.'l'lre lnb is
rrprigrlx,rl lo rL'trl rvillr sirrrrrlrrlirrr, ilrr.nlive ln.(xlu('t (k>
sign. r'r'gorr,lrr ir,"-ulrlr.r' ur, t,nrr lrsl trrrl refilre tlre irr-
Itr':tcl irlr lx,l rrterr ('nsl(ntx'rs nlt(l cntl)loveos.

'l'lris is rrol ,l l)irnil(,oa! lrttl il sr.rrls rrs g1ll. We lrrorrglrt
2jloll r,orrsrrrrru's llrlorrglr this lah lo help rk.sigrr orrr
irrrlorrr;rlir, lr,lk'r'rrr:tt,lrirrc l)l.ogt.ilnr irr Neu'\ird<.'llxlnv
sltrr, 7O l o lt0 ;x'rrtrrl ofrnr r r.rrslorrrrs rrsr. l.lrorrr, wlriclr is
rrrort Ilrirrr Irvirt Ilu rr:rliorrlrI ntot.itgo.

\\'r' lcsl irlxrrl 2l) rreu' rtrxr';rts et,(,ry.voar. Jrr lrxlnv'.s
trrvirrrrrrrrr,rrl, I lnlir.rl il itrrprrxts rrrr t,lrrttu,cs of srrr
ccss. rtrlrrr.r,s rrtr r.lrirrrrts of faihrrt rrrxl 1x'rrrrils rrs lrr
tr';rr,lr l'rrl ir lriglr sl arrr lrr rr I [rrr oru' rx'u' prrxhrcl offt.rirrgs.

'lir rrs. llrr. irrlu.rr.rrl vrhrc of lcr.lrrxrkrg.r' is olrviorrs.'l'lrr.
lr;rrrkirrg lrrrsirrr,ss. s'lrik'lrirsorl r)t nr(nr(,.V lhrives orr irr-
l,,r'rrr;rliorr. ()rrr crrslorrrcrs rlatrt irrfor.rrrirliott ns well ns
cirslr. irrrrI Ir,r,lrrrolrrg'r'irILru,s rrs lo rlt.arrralieall.y irx'roase
our cirp:rlrilill lo prrrrirt'Iltal irrfirrrrrnliorr irr l n'linlrle,
I irrrr.ll l'irslriotr. lhrl ltcltrxrkrg.t rlrx.srit tell rrs lrow to tkr il,
liglrl.

l\l.r' rrlrl r,lr;rlk'rrgc gcls cLrsr,r lo llro crlro of rrlrrrt
rrritrkolirrg is trll ;rlxrrl, lx'r,irrrse irr lrxlty'.s rnerlia urrril,
rrr, ljrr,r' ir rrrrrrntrrrir.:rl iorrs chalk'rrge-rrarrrclli llre prolr-
I'rrr r rl' gcl I i rr g (il I t' nt('ssa gr at.ross. ( hrr u'e ptrrot rnte I lrc
i rrr.rr';rsi rrg cotrrlx'l il iorr irr irrlrr,rl isirrg rrressngos? "Merlin-
'l'rr.rrrls' trrirg:rzirrt rr';xrrlorl llris rr.ar llral l.lrr {lverago
ri,nsunx,r is irrrnrrlirlrrl u.itlr 2:tOJXX) uonurrereial rrns-
s;r;1r,s ;rrrnrr:rllr' ;rn,l lrr,:u.s lltJXX) r.arlio nrlrr.rlisetrrcrrls.
l,'rrrrrr lll75 lo l!)85, llrc rrrurrlrrr ol'l'V eotrrrrrcrcinls irr-
r.rr';rsrrl l5 1r'rr.r.rrl. ( )rr.r 75 1x'rrr,rrl of llreso rxrrrrtrrereinls
lr;trt shillrrl l'rorrr (i(l lo iiO secorrrl arls. Arrrl rr)w lllo
r..nslnr(,r is far.ul s illr arr itrr.roasirrg lrrrrrrlrr of sJrlil
ilt t.s.'l'rr ltrl: Jrri rrx.-l irrre urlrr.rl isi rrg orr lelevision tnkes 14



to ll'r rlitnrles 6f eatlt lxrttr. Ie it arr.v srrrrrk'r' thnl onl.v 2()

rx'r<r'ttt of Attx'rietttt ('(trlslltll{'ls t'ntt ru"u'"tln'r llte ttx's-

ltse irr n'l'V nrl I lr rrext rl:r.r'?""?fif,i* 
,u'* t,rrvirrrttttottl In1's('llls lt ck':rt't'lt:tlk'trgc Irt tts

tts lnnltel('rs.

( \tt 1t'ttttIt lttt't'1'

Arxl wltnt alxrrl irrr:rgr'? I krrr stll ('?lll \11' lls tttitt'kt'lt'rs

,1,'""i ;; ;;;i;;;';to i, l,'rrt iiicat i"rr ns u.l l tts :t r"rlt.t't tl it ttr l

;if,.;iiir' ,';;,[,,,rLv irrrtrg. llrrrrrglr llte ttt:tirrr ]ll,fil]:iil::
tirrrrrl cltarrgos, ttts ncrltisiliotrs tllrl ollxrt l tttlll rs lrrl'

;;;;;,,pi;i"'"-l,rrrt*it'r, i l'rtl ttrt tx't'tt r r i tt g * il lr i t r I lr.

irrrlrrsl rv?" " 
n tt,,';:i,'^tt llx1r.ss. I'rrr ltrrl i:rl' Sr':r t s"lI' l'r'tt tll nl t' l

Mo;''iil i i' ;"';; t'rtr,k *t'r"r' lr igh i rr- prrl rl ir' ;r\t,r1\x'ss'. /!'-
urrrlitrg li, n rrrttrl slttrlr', ortr tl5 ;x'trrttl,':l n""'tll 

:ltl
a.rr*t,,,u'a" 1u';1111 of lltt'st' t'otttStttttics :ttrl .lltt' \r'l \'lr'r's
ilu'v nr,,ti,k'. llostrtt; ltlirlirllv li'rt s:rl llritl lllr'\'.;lll
farrrilinrsitlrllnr':ttirrtst''ttrttx'ttiilllrrtttks'1t:ttlrttl;tttr'
iliit"r"ii." it,,t.e Ihntt a fc*'trril.s I'rrrtr llt. lrtttrks'p'i-

rrrttr.v tttnrkol.
'l'i,e rrrlrlic ttttlsl lx'trrttx' f:rtrrili;rr \r'illl rilll lt:trtrt' atll

itnnuc if so nte ttt strt'trrl irr scllirrg llx'lrl rnll sr'l lx'r's

"t,,ii,,",f,,,'f-. 
ft rtill lx'rrtr.irtlr lo lrllct ttttrl'tslrttt'l lhc

r.lrnrnctcrislicsoflltcittrttgr'111'11';1111 lrrlrolt'r'l l1'lllllu'l(r
ii,,,',r,rtun'rlri,uttlt sttclt ttnitsttlls ils l';ltrrilirtril]: l1'Illlil-

ii,,,,, triuttu'r" tttl,l st'rvit't's olTlrrrl' rtttfirlclx'r" l rllsl'
nrttl ettttsttltrt ttlttl iolts'

A'r'' t'tr't'

All llris lrrirrgs tts lrt wltlll lltt't'ttslotttt'r is tllrlll hrolc

irt; i,,'-iitti,'ix:r'l irtlil' strv ict"'l'lr. trrL' I lris slnrrl I I rlll

irr ottr slrnlcgics is lltt ttlxl clrlrll'rrgr''
(hrt u'c stil sclvicr'? ('ittt rrl rlilTt'rcttliirll rnll si'lu'\ lr\'

rtui,,uuliiv,,f,u,l'scrvict', lrrttittlilittitrg ltiglt sl:ttt'l:rtrls irr

;;,.,iJ;;ri';,r,,:,.-" r,r rst,,r r x'rl I 11 r rs1r.l iot r? l"r rr ('il i.r rl l 
r. I I r:rl

,,*'"," itif ilrti of irrrlivilrrnl I ttttts:tcl iotts $1tl{rls'irl(' 
."'id'^ii gii.'lip ser'ir:e l. tttttittlttitritrg llr. lriglr.sl



sl rr r rr lurrls of rrrl.rrrnel; resJxnrsivetrr,ns Rrrrl crxtrteny lo-
l':r rr ls or r r r,r rslor r x'r's. I} rl rr,rcr rt st rrrlies lrnve slrowlr l,hal.
lrlrrks alt rrr,trk irr llrr.sc urcns. l,lrr.exarngrle, 7l] per.celrt
ol' r,rrrrl-lxrftlirrg (rlrsunrcrs sav Serrrs tkx's a better jrfu
I lr:r rr lr;rrrks ol' lrrrrrrllitrg eirr.rl-r.elrrlerl lrnilrlorrrs.

\\'lrr,rr rrrt sell tr (irurrrt,irrl stryico,.y(nt lrnve t.rl rescll it.
r,rlr'.r' rlirl ln'rL.lirlr.irrg grxxl srr;4rort. services. Irr ollror
rrorrls, il'.s l r,orrlrar,lrral olrligrrliorr wi(lr .rrrrrr cltsl(,ln(,t.,
rrol ;r rrrril srrL,-liko goirrg irrlo llro srrJx'rrrxrrtot. trrxl
lrrtr-irrg.L.lLr. lirl r,rirrrrpl'. 'l'lris lirrrrrrcitrl olrlignliorr crrl.s
;r lol rlcr'pr.r' Ilrirrr il rlocs for l pttckrrgerl goorls
truttrtt l';rr,l rr rr.t:

r\ lsr,. lrrorrr,-\, rrrrr.r'ics irrr, l f r.iglrlorrs lxr)l)lo.'l'lr(yi.(,
rrsrr:rlh' trol n'lirxrrl slrr.n .rrrr rL'lrl rvillr llrorrr, nrul tlris
:trlrls lo rnrr'prrrlrL'rrrs. \YlriL'sorvir,e is irrr;xrrl.arrl irr trnt'
i t tr lr tsl rrl il'.s r,r'r'l ;r i n ll rrrore i rrr;xrrl arrl irr lrarrkirrg.

\\' lr;rl r.rrr rrls is llrt rlrrirlill' of cxr,r'rrtirrr. Sorrior. trrrrr-
r!{r'nrnl trrrrsl rrol orrh, ln rurrrrrriltrrl to il., llrt rrrrrst
torrrrrrrrrrir,lrlcllr:rlr.orrrrrrilrrx,rrlllrrorrglrev'r.ylovolofllrt
org;rrriz;rliorr. r\rrrl trlr lriru' lo girr. rrlrr orrrpkryoes llte
lrxrls or trrp:rlrilill lo rk.lirr.r. llrr. lx'sl lxrssilrlo strvicr'.
Sr,r'r' ir.r' is rroI r k'l iu'rrr I In' rrr i rach's, lnrl" by krts of s1x.r:i fie
;rr'l i,rrrs r,rll't' rl;n:

Il llris is rlo111',5s's'f i1'1' rqrr;rlilv r,lrrr lx'nrr offr.rrsirt lrxrl
lirr lrrrrrks. \VlriL, I lnlilrr.il',s rrrnrl<r.trrlrle, I nlso lx'liorr,it
\\1ltl lr r';rsl lo :rrrrlrrplislt.

Sur.r.r.ss rr ill rrrrrrc lo I lrrsr,r,rlrrlr:rtrics rrlrir,lr ot.o ill)lo lo
pr',,r'i,l,.llrr.irlcrljrrt llr:rl rr.lirrlrh, girts r,rrslorrrr.rs u,lrtt
llrlr rr;url. rllrr,rr llr,'r,rurrrl, r,rt11.rlrr1'of llrt vnirr ttrrrl
l'rrrrrr ;rrry l,n.trl ion. 'l'lris is rrr srrrrrll lrrsk. Arrrl llx. irtrtst-
rrrrrl L'rrls rrrlrrir.rrl l'rrr. llris rrrr, grrrs,irrgoxlxnrcnlitrll)'-
lirr lmllr llrl lrr,lrrrolrgr':rs rrtll trs ftrr tlx'r'llirrt to lrring
I lrr. r,r,rrsr r rrrlr ;r I nrg r\1,t.1' sl r,p of I ltc rvtryl

l\t1il
lll rrx. lrrrrr lo rr ltsl r.hnlk,ngr,-Jx.rluU)s a t.ltroalelt-

it rg ltrr'-lltt r rpgt rrr Iirrg ol orl r lx\,1)lc.
\\i. lrirlr nn ll l t.:t('l i\.(. i rrrhrst r.r'-$5.2 t.ril l iorr irr ilrn,st.-

rrnrrls irrrl orrlsllrulirrg lrRlurrccs, $15() trilliorr irr net crrs-



Iottx'r rcvettttr', nrxl a rcvcrrrrc lrrrsr,Ilr:rl'.s rlrrrlrlirrg trlr.r.
lerr .years. Arrrl llris irrrlrslr.l' e()ntl)ln,s [arru.irlrll s.ilh
atty eotrsttrrrer lllsitx.ss Iin ns,aro of.

'l'lte charrco lo lrrrill a rclalirr,lv rx'u; srrcccssfrrl lrrrrl
highl.v lrnrfiltblc brrsirross is rlrau,irrg irr rrxrrr. lrrk'rrlrrl
pooJtlo Ihotr evcr lnfrrrc. 'l'lu'.v nre tnkirrg rrr h.ir rrl;rgr. ol'l lrl
o[)lx)t'tilnilios rrr{ onlv lo croal0 rrmr.;rrxlrr0ls nrrl sr.r.-
vi<x's, lrrrt to rlortk4r nrrrl rk'lirr.r'llrrrr as rrr.ll.

Ortr iruhrslr.r'rvill rulrrirt lrlrrrk rrrirr.hr.lr,r.s lo lrrkc
trxrrr. itrrl rrrrre rrsporrsilrililr: \\i.rrrr. I lrl lix.itl ;x'irrls irr it
cotrrplex lrr rsi rx.ss Irrrxrrss, si rrr. rrr r. pr 4rriurs i r rcvil rrl rh
ittrpacl sttt,lt ck',tx'trls :rs rrrslonx.r sn.r'ir.r., r,rrrlil lossts.
rogttlnlolv rotrcl iotrs lrrrl llr' prrx,r,ssirrg ol' rrrlrrrrl..'lir
trrtrko rrrrlttls (,\1,n nx)t'o rliflicrrll, rrr' :rrr. urrr.l<irrg rtillr
ctrslorrrers u,lro lrxrk nt firrarrcinl s('r.\'i(,r'e rr.illr rrrrrr.lr
En x i('t y

'l'lroso rlynnrrrics, ({ntl)lorl rvith llrr. frrll llrrrl ti'll.tt n ltil
firrarrcial scn,iecs firr harrks lrnrr. Ir;rrliliorr:rllv lrccrr
sl rrffrrl wil lr grrrrtol t'pir.:r l (l rrl xrr:rlr. lr;r r r l<r'rs- rn irrsr r ll
itrltrrkrl-rrrnkr. il ccrl:rirr llrrrl th,irxhrslrv rvill slr':r
frrrllrtr irrllow of lnk'rrt irr frrlrrrr, x.lt.s. \\i"ll rr.l orrh.
Ititrc lo trrovc ovtrns llrct,;rr.rirt lrrl, irr lirr.l, srJll lrrrrr.lo
plnv a leark'rshill rrrle irr nllt'n('liltg llrerrr. Orrr slor.r;
t'otrr;xtrorl wil lr ol lx.r i rrr hrsl r.ir,s. is i rrrJrrtssirr.-lrrl or r lr.
rtillr llr. rrcrv lxr4rle crrrr rrrr lriglrr.sl goirl ln rrllrrirrcrl.

l'rrr r4rl irrrisl ic nlxrrrl I lx. frrl rrrr'. \\i.'rr. r,orrr, rr Lrrrg rr':11.

itt tr shn'l lirrr.. Wt slill lrrrrt n krrrg u'ir.r'lo go.'l'l1rnsgll 111,

eotrl i rrrre I o srr ffr,r' sotlxrr,ks i rr rtgrr lirl iorr, I tr,lr r xrlogv ir r rr I

sot'vico, I lx.lir.ve llrrrl trtrrltr:rl11' ur. s,ill rrrrrr. ft rr.rr.irrrl
wil h rx'w itrrrovrrl iorrs nrrrl sohrl iotrs. 'l'ltr, rrrlrr.kcl i rrg r I isr.i-
pline crrrr arrtl slrorrkl Jrrrrvirk. Ilx' irrlr,lkr.lrrrrI I.:r['rshi;r
treerlorl irr [irrnncinl st'rvicr.s.

'l'hnrrk 1,ou.
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/f! wt rrrurl lrs tgo Srr,rr,lirr.r. ll;rlrlr. prr,;x,srr l ;r r rr.rr.
I I lrrpproar.h lo ll;1',1,'1,, cr.isis-llrrrl rrrrrrrlrics grrrrr.

! tlroir uirv oul rrf lhe rI,lrt prolrk,rn r.:rllrr.r. llrrrrr
-l- ultcrlrJrt lo slrr.irrk tlrtir rvin'rrrl of il. ll rtirs lh,

riglrt rrx'ssago at lho riglrt tirrr.. Aflcr llrree \r,ars ur arc
tl l-rlelrt.or eorr rrl rir.s, irrlerrrrrl irnrrl insl il ul ions. r,rer l il or
govern nterrls n rt I rrrrrr rrrcrr,irr I lxrrr ks-srr ll'r,ri rr g Irorrr
"nrl.jttsltrrerrl lnligrrr'." Srr.rr,lrrr.1' liirkr.r'.s prrr;xrsll r.orrll
give rrs nll [lx'serrlrrl u,irxl lhtrl ut nrrrl iir orrk,r.lo sl;rr
llto eotltso nlxl lrlirrg rtrrrrl rils rvil lr r|,lrl.s,.r.r'i,.i,g ,r.li-
krrrrs lxrck I o I lu' rrrhr rrl urv or;ril rrI rrrar.[<r,l .

- lrr talkirrg nlxrrt llx' rk lrl erisis ur tll lrxr frrrlrtrrlll
frrrgot lrorv rrnrt'lr Jlrrrgrcss ut' lrnrt rrrirrL, sinr,r tlrri crisis
first errrpl.orl irr lllfi2. ('orrrrlrios u,ilh rk,lrl-scn'icirrg
prolrlerrrs lrrrvo slrrslrrrl l lreir r.rrrrcrrl irr.r,orr rrl rk.Iicils
frorrr $66.7 hilliorr irr lf)tll t(l $l.t? lrilliorr irr lllH{. lrr lln2
plolilonr eorr rrt rits' r<'nl ( ll )[, slr rrr r k l rr. 2 Jx,rrtr rl . 

,lix l:rr;
llroir (ll)l's irrr. grou,irrg ul il ritlo of:rlxrrl .l lx,rccrrl, r,r,
tlxrrt lwr-lhirrls of lho nrlc of grrru'llr llrrri olrlairrtrl
rhr rirrg tlx' .vurrs Mi7- l!)7(i, Ix'frrrt I Ix. r,risis Ir,g;r rr.

.kt,rt trr 
1 i i sh i ttr 1'l'lt,

'lirsl,,llturrl
Sirrce ll)tt2 irrrhrsl rinl rrrrl irlrs lr:ru, ilril irrllrl it *,(!.\1,t'\.

ftrrttt lln urrrsl rr,rr.ssiotr sirrr.r, llrc llt:lO*. (,1.r|\\.llt '

ttgailr lx)silire arxl llrt rk'rrurrrl firr rk,u.krping r.orrrrlr.1.
oxJxrrl"s is lriglr.r: Irrflrrliorr is hrrrr.r arrrl so;tr.r,rr,,rrrinril
irrleresl. rllcs.

Sirree lllft2 tttrrtrrr.rr.irrl lr;rrrks, r.s;r1i:rlly irr llrr, I Irril.rl
Stat0s, lrrrr<, slrerrgllrtrrcrl lhcir r,ripilll. ;l'lr,,r. :rrt irr :r
lx'ller grosilion to txlerrrl rtrrtlil lo rk,rllr4rirrg <,rrnrlrits.
slxrrkl il Ix. roasotr:rlrk' lo rlo so.

ldirral l.ll sirreo ll)ii2 i rrlr.r.rrirl iorr;rl irrsl il rrl iorrs, r,s1rr,-
r'irrlly thc Il\tl,] lr:rrr. lxr,r,rrr,, ;;1111.1. tlorilrL, irr llrcir. rP.
;rrrrirclr lo solt irrg llro rk.lrl-sr,r.r.ir,irrg prtlrlr,rrrs rrIrk,rolrrj,-
itrg corrrrl rir.s.

Itt sutrr, wt lrirrt trrtrL, rrrtrsirk,r.irlrk, ptrrgrlss lorr.irtrl
tr.solvirrg llrc irrlorrr:rliorrrrl rL,lrl lr.isis. IIrl rrrrrr,lr rrrorc
r'('lnilirrs lo lx'rkrrrr.. Arxl it is lo Srr.rr.lirr.r' ll;rktr.ls t,rrrlil

il t1 ir i F ( j i:r f.l i-'.{ t'i A\-{ lia-i



llr;rl lrc lurs skclclxrl rrrl. lrorv rvc carr accorrrplislr tlrc trusk
alrcnrl o[ rrs.

'l'lre kev r.lerrrerrl irr Srrtrclar.y Ilakcrls plnn is ctnlnnt,-
/iorr-rrx4rr.ralion lllnonl{ tho frxrr prilrcil)al pltyois irr
l lrt r L'l r(, r l rir r rrrr: l lre r k.bl or-eor r r rtr.v govorl r rncl( i, i nt.or-
rral irlra I i rrsl il rrl ions, r:rorl ilor-r'orI rrt ry govcrrrrnorrls. arrrl
llrt rrrrrurx'rcirrl lrrrrrks. (ixrpor.nliorr lras lrrortglrt rrs llris
lirr rrrrrl rrxrlx'rul iotr is essortial if tve at.e to aecornplislr
slrrrl rerrririrrs lo lro rlorrr'.

I,lirclr of llrc frrrrr plrtvers has n.ioh lo rkr. I)elrtor-corrrr-
I r"r' gortrrrrrnrrls nllsl a(lol)( artrl rnnirr(.ain rrrnrkel.rrr-
ilnlrrl cr,orrorrrir, lxrlir.ics. SJlccifieallv llris rrroarrs tlro.y
rrn rsl nr:r i rrl a irr rrriukt,l -oritrrlerl ox(,lt:utgr rnlos, i rrlorcjt.
r;rlls, \\'lgr.s rrrrrl pt.irr.s; llxl'rrrtrsl nrlr4rl srnurrl rrrrnrrr
l;ul urrrl Iisr,rrl policils; trrrrl llrr.y rrrrrst prorrrrrlgnto
grrrrll lr-oricrrl rr l sl rr rr,l rr ral rcfrrrrrrs, srrr.lr as,,privnl iz_
irrg" rr;rliorrulizcrl irrrlrrslrir.s nrrrl Jrrovirlilrg n lx,tIcr
r.lirrr:rle firr intr.eusorl irrvtsl nrerrt, lrotlr tlorriestic arrrl
[rrrligrr.

r\s lx'fils :r gr.rrerrtl set of Jrrirttiples, lhe.y rre ltocossar-
ilv virgrre. Olrviorrsl.rl lho actrral cqrrrorrric;xrlit:ios coun.
llir,s rrill arlr4rl rrrrlcr th' Ilaker ilritial.ive shorrkl be
,I,lr,rtrritrrrl rlr a t'a.se-lr\.r'1s1 hasis. I}rl lrre llrilg is
r.I.trr: lIrrrrrrlries irrc lo grrrui llrov rrnrst rewnrrl savirrgs
rrrrrl t,lpilal. Slrrr.rs, lrc llrrv [rrrcigrt or.rloux,sti<,, will orrly
prrx' ir L' r'apil n l, lx' il er;rr il t' or rlrt rl, i I t luy hnvo a rrasrnr-
irlrL' prrrs;x'r.l of rccciving atr arkr;rrale rclrrrrr. lf tnrtn-
lrir,s :rrl s,illirrg lo rcu'lrrl r,apilal, llrov r,arr ex1x,r,t rkr-
rrnslir. sirtirrgs (o sla;, rrt lrorrtr. arrrl frrreigrr savirrgs to
florr in.

\\'ilh tlris irr rnirrrl. lher.r'nre scveral ollx,r irrrlxrrlnnl,
slr'ps -rrol s1x.r,i(k,lrl 11, rrx.rrl irlrerl by Socrellr.y ]|akor_
lhal rL,lrtor errrrrlrics slrorrkl ttke if t.hry ar.e t,o at.tract
r k.rr,hrprrrr.nl lr:r rr k ot. corrrrrror.r,inl ltank fi nnrreirrg:

o'l'lx'sc corrrrlr.ir.s slronIl <rrtrrrrril lhernst,lves t.o nrnk-
irrg rogrrlrrr prirx'i1xrl tntl intorcst psylnents on olll.-
slnrrrlirrg rk'lrl;

. I'lJ'rrx'rrt o[ exislitrg oliligatiorrs slrorrlrl in rro u,ay
lx.crxrx. srrlxrrr li rrato to payrrnnt. of irrtnrest or prinei-
p:rl on trou'krnn$:



o No c(nurlr.y slrrntll cxpet'l ttcl ttt'rv fittaltlitrg s1r'rr il
is rrrrtlilo ()r urru'illitrg lo trx'r'l. ils ottlslttrrrlitrg lirltttt-
einl riliignt.ittrrs.

All tlris nury sconr n lnll otrk'r: Arrrl il is. lhrl it is rrol

bey<xul t.lre eapalrility of rk'lrlor ctrtttlrit's nttrl lltcir gor'
ortttnertts. Itt fnel. a switclt lorvnrrl trlatkr'l-ot'it'ttlerl ctrr-
rrorrric Jxrlieies lenrls to a srrrpt isirrgll ftlsl ntrrl sttrpris-
ingl.y sigrrifiearrl. itrtprovctttt'ttt itr tl rrrtttl 11-'.s exlet'ttltl
&eeounls. Mexieo frxttxl this irr l1)fr2-8i1, as rlirl Ilrazil irr
1982-84 anrl the l'lrili;pirres irr ll)8:t-&1. I}tl cotttrlrits
lrave to stick with llx'nrnt{<ct.-orictrlerl lxrlit'its lhal lrlirrg
aborrt t.lrcir itttprovtrttottt. As ul ltitrt st'r'tt itt Nft'xitrr ittlrl
t.lro I'lrilil4lirres llto grtrx't'ss urrtts .irrsl its rlttit'khi or

Jx'r'lrnps (,volr nr()r'o rlrricklr* irr rlrtrsr'. l)r'r'i;tlitlt frottt
trrnttct.-oriotrlrrI t'trttttttttit'1xrlit'ils ttrrrk'rtrtirrcs IItl trIr{i-
rk.trco of k'nrk't's atttl ittvt'slrtrs itt :t rrrtttlrll 'l'lr:rl rln ilr'
liorr rk'vnlttt.s tlrc sncrifices llrrl gortt'tttrrttls ttsl<rrl lltcir
1x'r4rle to ttttrk'rtako fot' il tttttkts rt':tstltttlrle ittrtslors
rkrrrbl tlrnt tlre goverttrttettl is nlrl'tl'rvillilrg lo ker'p lllc
protnises I hnl. it, ntnkes.'l'lrrts, itr urrlk irrg I llci r s'11' r Itl of
t Jre tlebl. erisis govertttttettts itt rk'r'r'lo;rittg t'trtttl rit's
shorrkl lrtr itr tttirtrl l.ltal lorrrk'ts atrl ittrtslotx plaee tt
Iriglt pretttirttrr ()tt ({)ltsislorr('v (irtrrlrits lltal sluxr rrrtl-
sist.ettt atlltet'etrec lo tttttttt'l prirx'ipL's t'ittt t'xJxtl lrt tr''
coive tlte enJrilal ttet:cssrtrl' lo fittitttct' llroir glos llr;
corttttries tlral rIr ttol itrlltoro lo llrosr' pritx'iplls, or rl'-
vinto frottt Ihost Jlrittciplts, t'itttttol lxpocl l'orcigrr
lcrrrk.rs, ot't'r'ott llx'ir ttrvtt tlttttx'slit cilizctts, lo lnrn'irk'
rrrearri rrgfttl ttttrtrtttl.s of urqril al.

$2o llil I irttt t\l r tl ttl
irr r\r'.r/ 'l'fi11'1' li trt s

lf rk'lrt.or eottttlrit's ltttrt lltr' (1)ttrirl((' lo nrfttlll itttrl
trtaitttnitt t lx'se rcfrrrtrts, l lx' ol lnr ; rlitt crs ltitrt rr r r rilrl igtr-

I iorr lo sttllxrrt I hoi r offrrrl.s. Slxrri f ir'trl lr; crtr lil or-trr t tt-

t ry governnrortts sltott kl ttrai nl tt i rr rrott-i tr f ltt( irtttttrl'
growLh. Irou'er inflal,irtn u'ill lrrirrg alxrirl Irrrcr ttal itllot"
trsl, rates atxl ense tlevclr4rirrg trrtttlries' rI'lrl strlicr'.
Growth will irrcrcase tlctttntxl ftrr rk'rtlr4rirrg cotttllries'

ilt i:!it:(:iljL'l sAtiAM$l]



('rln)rls anrl raiso llrtir Hlrilill. lo.earrr frrreign exchnrrge.'l'r rgrl lx'q. l xre' i.l orost tru I l igl,". 
";l;,;i:' ;;i i'i;;"rI'lrt.sr.rvie. rirl i.s nrrI orrhnr,eei 

"";,i;i';;;il,;i;":::"".. 'l',is, trxr, is * lall ortk,r; &s nt\yolre wll() has f,ll.werlIlx. rk.lrnlo on Iho I[S. htrrlgot errrr nil.esl.. ll rt *n *uo'iti,,.rrr.srl*'s, as 'r,ll *s t. iire rlel,t,rr'i,lui_*,'i,,'11J"",,.x:*rrlrI' ir.r rrrl,pl irrg s,,r,rrl ,r,r,,,.,,",r,i,,,i,,i" ii rii"i." 
"11,frrr;rr.h.l -.r.ir.rrlrrl lux lrrrl rcgulirl,,ay 1r,li,,i.*., 

" ' " -'
Nrcr I k.ss 

-l 
o snv erer I il or-eor r I rl r.y govorn luotrl.s shorr k I,.1 ()[l'sol lhc lrene(its ,f rrorr_infiaii,r;;;;"*il ';y

rr.sor.lirrg to proteet,iorrisl nr(,nstrres ilrat close irxlrrstrial_(..r rl t..\' trnrt.ls t. cxlxrrls [r,rrr rlevol,liirrg ;;,;,;;i;;;.('*r I il.r.rrrr rrl r.i.s carr rr,l rk,rrrar x I tl,"i ;i';i;i;.;;,;,;i;;.;x'rr Ilroir r,rtrrolsli1,s. if Ilrov are ,,r,u,itting t,,',rpn;,'irurluslr.iirl.rrrirr{<r,l.s lrr ricr.ck,Jrirrg rrrrrrrtrios, l*1r,,:i.a."N..r':ttr,r,r'rrlilor-rrrrrrrlr.y,{over.rrrrrells 
oxl)oct, lrarrks tg letxl

t rr r l.l rt,r rrrr rrl ri.s i f rr,grr la1.l.s 1,,, ;;;_i; i,;;;il i,;;',,;;i'k-rn,-t llrlso lo:rrrs llrrorrglr l;rxcs, reservos or enprilal re-r1rtr rlrrrctrls.

_.-.i.rrlcr.rraliorr;tl irrslilrrliorrs rrrrrsl nlso srrJ4xrr.l llrc rk,r,ol-.;rr rrg r.rrrr rrl ri.s. l lrrrl arl.pl trrr, l rrrrr irrl.nirr,,,;;k;i-;;,:
rr'nt(.rl slrttr,l||t.irI rtfirr.rrrs. SJrrifir,:rllr1 t,,,rltilnt,,rlni,in_r.l.lrrrrerrl l;rrrks, srr.l as it,e \\tr.i,i ii;;;il';;,iih;

r t.ltr;r nti,l'n.;t n l )r,u,loptrrorrl llarr k, rrtrtst *,uit,,l, f.uri, n*-('tttsr\1, r0lt:ilx+ rlr rrr;rkitrg.;lrrjrlt litratree t,r,,,* n*'n;,r'r.flr.rtrl cr.r,rl il or l o rrriri< r rrg st rrret rr rnl arl irrsl rrrcrrlloir rrs. irs n g.rrnral crer I ir,rn 11,;,;*,;,i j;;;; ;i;i;il;l;iii
I lr.. l\irrlrl It;rrrk lrrl I lrr, I I\l 1,, i,,,f ;".i"""i f,"i.'ii."'ll.lu illirrg t,r rrr,,r' irr this ,lir,,uti,rr. i;,',i,,rfi," i".i,,;". iiil.rrrrrllilirl.r.irl.rL,t,lopnrcrrl t,u,,k" 

"lur,,l,l 
l,_,."^_"Tf,"ilgtrrss ittttrrr;rl l'rrrlilrH lrr' 5O Jrereont, ", ff,"f ii,"i.'r,"ir.rrr I il .rrlsl :r rrr I i rrg I. I lio n n,,,,r, f iri[".' ;,1;;; ;;;;,,,jil;riscs lrt $20 lri||iorr,,rr,r Iho rrr,xI tl,.,,n.vn,i.*. 

'
l,'irrnllr: rrrrrrrrprr.illl Irnrrks etrr rrrrl slrrxrkl exlorrrl n

si rrr i lir r. lrrrr.r r rrt .I rr^r. crrr l il r,, r ii.-. ;;;;'.,;,r,;i';::j'
Jrrr.srrrrrirrg llr:rl rL,lrlor lrrrnlt.its, 

"*,f;f,,.'r{,,",,;,,',,,,,id;rrrrI irrlcrrr;rlirrrr:rl instilrrliotrs crrch rkr ff*, i,,f, ti,,,i'if,."
:trr.' srI'1 xr511 1 l, r l.. J I r L,rr,l rPirrg r,,u rrl rir.s'R,1,,;,i';,;,;;;i
;x'lir.1,r.iIr'r.r'rl11,,,.rrrrrrlr.ir.s,,,ii,,f"lli',,,,,,.i,,ifi,if,,r".rj
grrr* lh ;rrrrl r.e frairr frrrr, prroleelion, 

"ri 
iif irr..,,Ji",,j



irtst.itrrt.iorrs also lerrrl in srrl4xrrl of rl.rr,lr4rirrg errrrrlrir.s'
Et.ruetrtral refirrnrs, therr tlrc risk of lrxrrrs i,, ,i,,1,1,,r,r,,rr,.
t,rics will rleelilro nrrrl il will lx. lxrlh lrrofil;rblo nrrrl prrr-
tlont frrr llnrrks I.o irrcrcasc llx'ir oxlxrsrrre lo llx.sr. r,rrrn-
l.ries. (brrnrrorcinl hnrrks llrrr norv urrrkirrg .joinll,r, arxl
sirrgl.y t.o{igrr ro rrrl s1\,s i rr rvhit,h l lr,r, rrr rr'srifr,ly,ixl,,rr,l
rx'w r:rorlit. lo rrlrrrlrir,s lhal lrrke llx, slr,ps li,rrlrrl lo
trrakc t,lrerrrselws ererlil wrrl lqv agrrirr. liri trrrrrrrr.rci;rl
lnrrks are also urrr{<irrg arrrl riglrllv so, lo rrrlkr,srrrc llrirl
they tlo rrot oxtell(l new er.erlil lo trrrrrtrit.s llrrrl art rrol
crerlil, urrrtllv

Itr srrrnrrrar.q llre llaker llrolxrsnls lrrrr.e lxtrt ntll r-r,-
eoiverl t.o rlate. All llre Jilur.rs have lr:rsir,nllv suirl: .,l.rrr
wilIirrg if yrriro wiIlirrg."'l'lrtl'.s a grrrIsllrl.

Whore tlo u'r. go frrrrrr lx,ret Ohviorrslv llx, firsl rrxrrr. is
ttp Io I ho rlelrtor corr rrt rits. l,lrr I lrt I }rklr pla rr I o srrr.r.r,rr l,
rk.hlor eorrrrtrios nltsl, lx. willing lo lrrkc llrr. ,,,r.,"*,,",i
Jxrlity trreasrrros. l,)rr.r.vthirrg tlst rlr,purrls orr llrll. l,iri,
trrnatr.l.rl sorrrr crnrrrlrk,s are rrlrr,arlv irrovirrg irr llrc riglrl
rli rcctiorr.

Jh lilttt'x ttrtrI ('tt,Iil,tr'.s
llttsl llitt.li'lltry llt, t.

I,i,trnrlor lrtrs nlronrll lrrktrr rrr:rrr.t.of Ilro rrrrr.ssrrrv
nmasur('s, irx,hrlirrg l lrt virl rrrrl clirrrirrtl i,rrr of ils lrrlgrit
tk'ficil,, rlivesl.rrrorl of rr rrrnrrlx,r. of slaleowrrrrl trrl?.r-
prisos, rx.ar-[irrnl izlt.irlr of a rrrr r ll i-ttrr rtsl rrtr.l rr li r rg,
nrxl rrr.ar-firralizrrliorr of n sigrriliclrirl \\l,rkl Il;rrrk sr.rl-
tornl krarr [rrr agrierrll,rur.

Argt'trlirrn lra.s also slnrlorl lo rrr:rkr. llrr n(r,(,ssirrt.
;xrliev charrgcs. 'l'his is clrrrrglr lo rrr:rl<r, ,.rlrr llrc rrrosl
Itnrrk.rrerl sk'plir, lnko lrcarl. A )1,ilrur,ro rro orrt llrrrrglrl
lhnl. Argr.rrlirrn wrrrlrl l;rkc llx.sir.;rs lli:rt il rlirl, ;rrr,l lil:rl
it. worrlrl 1rc lxrlilit,nl srrir,irk, ftrr rrrrv Ar.g,,rrlirrt g,,v,.r.rr.
ttrtrl lo lnkc llrosc slrlrs. lirl llrr,lrrr.l is llr;rl cuirr:rl.l,.r.
intlx,sing nlr ;rlrrrrsl rrrrlrr':rrrl ol irrrsllr.il r. rrrr llrc A r.rrr.rr
lirre.1x,r4rlo, I'rosirk'rrl Al[rrrrsirr rr,l:rirrs lris ;u,prrl:rriti S,,
ttrttelt so tlrnl lris Itrrrlicirl ;r:rr.ll rr.:rs ;tl,l,. 1,, irrr,r,,rrs,, ils(bngrqsslr,ra; nte rgilt in lnsl ntorrllis rloeliorrs.



Nrs' ills lrrrc lh:rl rxrt ovor.y lxrlitical k,nrk,r irr the
rk'l rl or eorr rrl lir,s is arr A l frrrrsin. Ilitt ills nlso trrre l lrat the
A rge n(irrr. prosir k'rrt is rrol. a glrilral oc()lx)lnist. Whrrt lre is
rnort llrarr ln-r,tllilrg olso is t lxrliticinrr, using l.lto nrLs of
1x rlil ir:s I o lch icrt wlrtl rcrnrorrr ist.s akrr ie corriil r r,t lu4m to
rrrrrnrrJrl islr.

'l'lr Arrslr.tl plarr, ns it. is calk.rl in Argcrrlirrr, isrr'1. r
pirril({,ir [rrr cvorv rrrrnl r.1' u,il h tlelrl prolJerns. I]ril. sorrro
lirrrrr of il, uith kx,al r':rr.irrliorrs, c(ntkl l)e. Arrrl u,itlr t.he
lrghl kirrrl of lrrlilicirrrrs lo lrrslr it llrrrnrglr nrrl rrrnke il,
slirk, il o;r.rrs rrp rrcu,lrrlx, ftrr llrc Jx,ogrlo rvlroso rritlions
Irrrrt lrterr slrrrgglirrg urrrl slrivirrg ihrorrglr rro:trly lhretr
ttirlsol'lo;rrrrr.slrur.lrrringlrrrlerrrrrrrrrirtrrrl,jrtsl.rix.nt..

'l'lrr,st lrr4r's rrrrrsl rrol lx.rluslx,tl. All irn,iilvetl in tho
rL.lrl r,r.isis-rt.lr{or rr:rl iorrs, crerlilor rrll.ions, irrlerrra-
l ior rrrl i rrsl il rrl ior rs iltrr l conr rrl,reinl lxrrrks-rrirrst. urrr.k
l ogcl lrcr l o l rrl l lu' r I'rlkrpi rrg corr rrl r.ics rvil lr rlolrt servic-
irrg prrrlrL'rrrs lrrr.k orr llrr, p;rllr lo srrslrrirrnlilo orrrrtorric
grrrrl lh. A rrr l I lx.licl' llral ut u'ill srrcr:r,rrrl firr solvirrg t ho
rL.lrl Jrtrrlri'rrr is plnirrll. irr lhe solf-irr(.orest ,rf en,:h rif rrs.
A s Slr,rtl ir r.r, llnker. s;rirI i rr Seorr l,,,I,,rt rrrlarrrerrl.aI l.ri
llrcre is rro rlispirritt' of irrlerr,sl....\\(, lrtve n ,,,,,,,,r,,r,
irrlr,rr.sl irr grrxlllr-srrsl:rirrcrl gr.orvllr (lritt rcsl.s orr prtr_
r hrr.l ivilri irrrrovatiorr arrrl irrrtsl tnerrl. lrct, rrs l)0gin'ulr
cllirrts rrorl"
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Y rr l!185 \r'o ltnve sootr fl utr{ll (I'ill rtftttttrltttctll ilt lltr'
I i,,lcrrrnlirnrnl rk,lrt erisis.
I t'lt" ettrrettl silttttliott lttls itllrttclrrl sottr glttttt

I*"*n**,,,",,1s, ns llx' prcss lt:ts rr';xrrlrrl. I'illictrrt
wit.hecottotttitrarljttsltnt'trt.ltttsrrot'ttlltitt,rvcltttrlnlttxrsl
every rltrlr Iblit.ieal fnet.ors itr sottr t'trttllrit's ltnrt t'rtxlrrl
atljristnrerrt Jtx)gr&nrs, wil lr rlisapl xri rrl i trg rcsrl lls rttt i tr-

flntion, rlefieil. s;rnrlirrg, atrd Itltrle halatlrts.
Irrxrkirrg baek, l,lterc ltnve lx'etl scllrtrcks ilt sottlc arcas.

lmth rlte to acl.s of (ltxl arrrl ttt'ls of tttatl. lnst .r'etrr'.s
brighl, slxrl-s aro, ilt s(nrro enscs, I lt is .1'r'ar'.s I t r rrlcrl ainl ics.

Ytt, I belicve tlre ovtrall silrtnliott is lx'llor lltntr srtttte

Irave lxtrtnrycrl it to ln. A tttttttlrcr o[ llto cottrrlrits it[-
fcck'rl lry the crisis nrc ttrakitrg lttt t'trttt,ttltit' t'tltnh:tck.
As a wlrolo, cottttlrios witlr rk'ltl strvicitrg prohl'ttts itt t'
tx)w growilrg nl. nlxrrl.4 1x'rc0tll a )1'ni or ttt'atlv lhrt'r'
frrurl.hs llrc rnle frottt ll)67 lhrrrrglr l1)7(i. ('rrrrttrl ar'-

corrnt tk'fieil.s nxr tlou'tt lrt trttrk'r 2 1r'ttettl of(il)li s'lriclr
is bel lor t ltarr itt tttntl' trrtttt,rics sltost' t'rrr lil rrorl ltillt'ss
Irus novr.r lmon rlreslirnrerl.

'l'lte perfrrrtrttttrct' of I ltt r'leltlor rrntttl t ils arlrls ltp lo att
itnprovctnettt, overnll, sitxt rve ttx'l it )f irr ilgr). I I'r'cl tlris
ost.ol)lislres n rensortnlilc lxrsis frn'n ft'q' irtrlivirhtal t'rrrlt-
t.ries l.o lrgirr ltreptrirrg t,o reltt rtt I o I lte volttlrl ar'.v ercr Iil
rnnrkcLs.

'l'ltr liltltlt' IttiI itrI irt
Is tl lli'lt'tttttr' ( )ttt

Agtrinst this batrktlroll, wt' ltnrt scott att itttpttrlattl tterv

rloveloptrrettl., ntttl n ut'leotttt'ottr', itt Iltr'[rrrrrr of Ilrt llaktr
Irritinl,ive. Ittlrrxltu'erl trl I ho I ttlcrrtal iorrnl I\lotrelnrl'
l,'rrrul-\[trkl Ilartk rutlirrg itt Stottl irr Octolnr', llris
prr4xrsal retrtgttizos llr0 rroul frrr llr0 Irl X ls lo gro$'llrtir
wny orrt. of lhoir rlehl. ptrirk'rrrs.

As we ltave errrl)lt&siz,o(l Itrrttt l ltt' lx'gi rrrr irrg, rtrl.irrsl -

trrerrt is txrt, ntt nttrl itr ilsclf. ll is ottl.r'lltt'ttplttts fttr
e{)lnrt.rios to rostttrte grou'llt ott rr less-irrflal i,rrrar.\l tllol'c-
sust.&inslre lts-sie t,han lrfotc tho erisis lngntr.

\j!b are orr the threshokl ofa tnw Jrhnse, n thirrl phnst',



irr rrrr wrlk willr lhe tk'blor rrnt.irnrs. 'l'his plruse, like
lhe first lwr, will bo ckrsoly tierl to indivklusl country
I x'rf( l'rnar x:o.

I I orrh' lhe renlit.v of rrogotiat.irxr arxl ecolnnnic perfor-
nriurco \1'('r'o ils noat ns the rlescript.ion of the lrxxlel.
l,},rrrorrrie arl.irrsl rrrorrt is rn irrlerrsel.v politienl pn)eess,
:rrrrl llx'slxrrl s,illr rvlrir.lr trrrntrios rrlvtrrce <lepeluls irr
l;rrgr' plrl on Ilreir s'ill lo rkr so. W' rrurst lrever forget tlre
I r rl il ir.rrl cr ;rrll irnr, lrarl it'rrlnll.v irr I nt i n A tneriee. Marlv
of llnsr. corrrrlrir.s arc rrrrk.t'trrkirrg nrl.lrrstrrrerrt irr r 1xr
rirxl ol' orrr of llrr rrrosl sigrri(iorrrt, prilil.icnl chnrrges irr
gorcrirl iorrs, $'il lt \ri(l('sl)n'trI rrrovonrerrl, frorrr rrrilitar.y
rrrlc lo rlcrrro<'rilcJ,. I.lronr t.irrre l,o t,irrre, rlelays are
ir rcv il alrlo.

'11, ro'inr'lrir.tl.y thc firsl plrase lng:rrr witlr t'rrx'r-
gr.rrr' pnt.knges, resclrerhrlirrg of rrrnlrrrirrg krans arxl
s()nr. n{'tv k rrrlirrg.'l'lris scrverl lo tirle tlre eotrntries ovor
as I lrcl lx'garr to rrrl.jrrst tlx'ir teorxrrnies, on tlre one lrrrul,
:rrrrl lo l<r'egr errrlitors irr llrc rrrnrkr,l orr llro otlror.

l\L,x irrr s'as t lrr, fi rsl lo arl,jrrsl i rr tlris wrqv At. tlre orrt"sct
o[ llrc rlc ll l\larlrirl arlnrirrislrirliorr in l)ecr.rnlrcrof l!]ti2,
j\l,x ir.o i rrl rrx hutr l urr nrl,irrsl rrrerrt progrtrn, wh ir,lr l.lrc
I'rrlhrrrirrg vr.irr irllrrvcrl it l.o lrrikl roservos, crrt irrJltttirnr
:trrr I tr.stttrn gt'ol'l lt,

()rr lho ollrcr harrrl, Argrrrlirrn crrrlrru{rtrl on sllclt a
prlrl{r':urr ottlt' litsl,hrtrr'.

I'lrirsc I urr is r,lrnrrrr,ltt'i zorl lry rrrrr lt i.vonr rest nlcl lt r-
ings I'rrr llrrso rrlrrrlrios (lral rrrrrtk. I)rogross irr arl,irrstirrg
I lrir rr,orxrrrrics irr plrnsr rrrr,. A trrrr lli-yetr rcslnrct.rtrirrg
r,:rsr,s llp lrrrrrk'rr ofrh.lrt servi<'e irr l.lre slxrrt.alxl rnerlirurr
lcrrrr, lxrsllxrrring Jn'incil)ll r('l)tynloltt, rrrrl.il lnl.er irr t.his
,lq.:rrI, arrrl llrc rroxl., u,lrerr it rvill represent I srnaller
Irolxl l iorr of l:trgcr nal irlrrtl orrlrornies.

( )n IUarr,lr 211, I\ft'xieo lxr,nrrr the first, rraliolr t.o sign a
r rrr r ll i-rlir l rrsl rr rr,l r r ri r rg, u,lr i lc l,lcr rarkrr arrtl Yrr gosltv ia
;rrl lxrlh sr.lrr.rhrlrl lo sigrr hy lhe errrl of t.his rrxrrrth.
\i'rrr,zrrr,lt, I lrugrra.v arrrl llrc I)rrrrirrir:nn llnpuliic slrorrkl
rkrso:rl Ilr. lr.girrnirrgof rrcxl ytnr:

'l'lrr, llrirrl phnsc in to grrrrrrrrlr. a rolurn t.o vohrnttr.y
l.rrrling. ()r lrs s()tn(' lrrrv.crlk'rl it., "vtfirrrtary hrtrlirrg

f,i({::iF(.)qM r}AfrAlll$S i\



wil,lr a puslr."
We rlo rxrt. soc rt r('l.ltrtt lo llrl tttassirt t'ross'lxtrtltt'

bnnk lerxlirrg frrr govet'tttttettl itt't'r nt t tls l hal rrrtrsl il ttl rr l

such arr hist.oricall.v large lxrt'tiorr of l,lXlcapital irrfl,r*'
irr the 1970s. As u'o turw kttoui trrtrlt of Ilxrse ftttrls ctrk'tl
rqr [innrreirrg lnlarxre-of-ptytrrents tttxl lrrrlgel rk'fir'ils.
Srnrrc slulrt-tcrnr err'<lit uas nlso ttsctl lo litt:ttx't'lottgr'r-
terlrr irn'est rrrerrl..

Irrsloarl, itr llro.\'cars nlrenrl st lto;x' lo srt lltt' trnttt-
tries nt:lrit'vt' tr ttrrro ltitlarx'trl irrllrs ttl' I'tttrrls, Jrrcrli-
rxtlerl on tlre rtnlilios of lho trr:rrk'l;rl;rcr'. (irrrrlrics rlill
re-errtor Ilxr trrathnls frrr'lrrrljrr'l Iinitttrr'; r'o-littitttlittg lr1'

t.lu. <:orrrrncreial lrrrrrks u,ilh tlx'\\lrrlrI l}urk turrI tlgiott;tI
rlovolr4rtrrent lratrks; lrrttrl issttcs, ittt'tlitsitrgl.r' itr cttt'ror-
cios ot her l hnrr l he rkrl lnr; nrxl tttrttt l t'itt lt' li t ltt trrr'.

'l'he l}rkor lrrit.iative is rlcrliculcrl lo trrrtkittg lhal ;xrs-
sihle. It. rloosrit roplaet tlu' ease-l['-(':l((' itppt'oaclt of llre
last, thrrcycurs. Irxkrrl, it cxlrlieit11'r,'rrrgttizos (ha r'flir'-
t.ivoress of t.lris rrrollxxl arrrl srtks lo lrclp i( nrttvo alx'itrl.

l,)tch lhrs .'l
Iltir"lit I'l,rr1

'l'lre [rrrr Jrilllrs of lhc inilillirr' :ttt lltt rl'lrlot'crrrtt-
t,rits, llre rrrrrlt.i-lnt.olal rk'vcloptrrctrl lrarrks, or Nl l )lls,
eotrnrx'rcinl lrtttrks, atxl llx' gortt'trttx'ttls of llte itrrhrslt'i-
nlizotl cotttrlries. l,laclr lras il.s os'tt roh'lo plarl

'l'he <lcllt.or crrtttlrits nre nskrrl lo :trlolt( trrttqrtllx'tt-
sive trttrrket.-olionlerl sl rttcl.rrrirl polit'its lrt ltrontolt'
growt.lr.

'l'lro Ml)l] elfrrll. wotrll irrclttrk'a rrrtlittttrrl ktv role f,,r
the IMI.- Rrrrl increaserl nrxl rrrrrt cllittivt slrttrlttritl
nrrtl grrrfoct lorrrlirrg arrxnrrrlirrg to $2o lrilliorr itt trcl ttcu'
lnouoy ovor the rre xt llrree y'am.

'l'lte eotntttcrcittl hnnks at'o lx'irrg:tsl<rrl lo ittcrt'ltst'
llreir rn.t, lorrtlirrg by $20 hillirrr irr srtlr;xr'l ol'lhest'trrtttt-
t.ries' nrljrrsltrrr.nl. prograrrrs ortr llrt slttrn llttte lt':tts.

lrrrplicit. irr t lre I n it.itl irt is tt crrrrtrr il trrnl l11' I h' irrt h rs-

t.rinl ttal.iotts lo ntlopl trttrl tttttittllritt Iltc s:ttttt' kittrl
of rrrnrkct-orir.trt.orl gxrlicits t'x;x't'lcrl It otrt l ltc rltlrl ot'



(antnl ri('s.

. lrrs'er irrllaliorr, wlrir,h urrrrkl lenrl in titne to lower
irrlr,rcsl ralos, trxl srrslnirrerl ronl grrwt.lr, wlrich u,orrkl
lrrtrrrrolo rlerrrirrxl frrr IrlX) oxJnrl.s, nre [x)th vitsl. Irr
rrrkliliorr, lo prtserrt lhe rrrtr.ket frrr those cxlx)rts. Dro-
lrtl iorrisrrr rrrrrsl lro rosislorl.

. (irrrlrarl' lo corlrirr rx,tvs artieles, I feel t,lre proJxrsal
Ir;rs lxtrr rrtll r.cr,eirnrl h.t. llro irrtorrrniiolral harrkirrg'er)ru-
rrrrnrilv irrrrl I exlncl lhnt llro barrks irr gerrcrai will
r.lrrlolse il as u'e llrrxtcltl,

\\Ilri I. I ho l irrrs of I lre irr il inl ivo werc explicit,ly outlinerl
irr Srrrrrl, llro rletails nre slill hoingworket orrt,.'()rr lhe rrrrrrrrx.rr.inl harrk sirlo, f<rr exarrrgrle, Lhore nre
rr;rl iorr;rl arrrl irrlcnrirliorral 

.gr(ntl)s of barrk.s lvolting olt
llrr, rrx,r,hirrrics of tlrc irrilinlrrr,.

l,irr.llre Iirrrr,llrr,Ilakcrplrrrr has lx,nrr irr frorrl ofrrs. I
srrrrl l stu.llral llrc res;xlrscs frrln tlre irrteresterl partios
glrrr.r'alll lr;n'e lroerr errrrrrrrgitrg. Marrv rlrrcsliorrs re_
rrrrrirr rrrrx.solrrrl, hrt I ox1x.ct thnt. tho.v carr he srrr-
rrrrnrulrrl arrrl llral tlre firsl krarrs rrrulor ilre plnn coukl
(.ontr, irs ear.lv ns llto fir.st serrrr.slor of l!)g6.

. As llx' r.ttst'-lr.\'-easo 6J4rrlaclr p'e lrat,e takerr fr,rrr tlretr.!{tnnIng rrrrlicirlcs, Ilrcso eorrrrlries lrnve tlreir owrr
sl lr.rrgl hs, I Iroi r orvrr lr.akrx,ssos, nrrl tlrti r owlt Jxrl it.ical
irgtrrr lrts,

'l'lrr'. Illrrk l\rlvisor..y (lrrrrrniiloes, I.horcfore, will re_
rrr:r i rr l lrt frx'nl ;xri rrl of l lrr, lrarr k irrg eorrr rrurrril y..s offrrrl -sirx'r.Ilsel'arc Ilrt lxrsis frrr Iln casr.ll5^r*,*n n14ra,,n"l,. 

-'

( ittr ttlrrl Ilt1.( \ttrttlrrl N/rrlrr.s

- Irrokirrg al llrc cotrrrlrics s,lroso Arlvisory (hrlrrrril.lnos
I r,lrrrir or r,o-r'hair, llrazil'.s txlorntl eurrr,irrry c,,rrtirirros
lo 1x'rft rr.rn stll. Mrverrrlx,r.'.s Irurle srIrplrs rcrulhorI $l.105
lri l l iorr, wlr ir.h srrggr,sls n ll)l{ti l ol nl,,f $1 2.5 l,i l l i,,,.' 

"i."".l o l:rsl lerr rls r.oernr l o[ $l jl lri l l iorr.'l'lro errrrerrl._nr,rrrrr rrt
rL'lir,il. slrilh origirrrrllv urrs lrrrfer,lorl at $.2 billiorr frrr
lhrs 1r'n1; slrrrkl he ckrse lo crlrrililrrirrrn. Flrroisrr re_
s,'r'\l.s Arl norv irr exeoss of $!) l)illion &s agaiust SZ.5
lrilliorr tt tlre errrl of lgtl4.

i'i€ i:;rf 08M P.{ftAMtjli. N



.l'he irrtr.rlal ocrul(n1y is gr,1r'irrg r.ill)irllV willt (il)l'
exl)ectc(l kr itt<'rctuso Iry serttt to eiglrl 1r'rlottl. Itrflnliorr.
howeve4 ronrtins n prrirlerrr, ntrrrrirrg ttl, nlxnrt. t.lte sanx'
levr.l ns Inst.yenq sorrre 2ilO l)('r(r'nl .

Ilrnzil lruq irxlieatorl prrlilit'l.v llurl al. llris tirrx' il. rIx's
rxrt plnrr to rcnclr n frrrrrrnl agroctrrr.rrl rv il h I lu' I M l" ott arr

arl,ittst,rnent. l)rr)granr, We will lcnrrr tnore alxrtl lln gor.
erntnent'.s plnns [rrr t.lte ceonotttt' tttrl ftrr llro 1x'rrrlirrg
l98l-r-86 lnat.trril ios lrt I ho orul of t lris utck u ltett I ho.t' trrr'l
with tho barrk nrlvisory cornrrritlee irr Ncrv \irrl<.

Irr tlre rx'nntinro, \\,e flro rvrx'kilrg lo cortrgrlele llre Ilo
rlny roll of t.ratle nrul irrter{rnrrk ftrcililios lo Jttttrr:rry 17,

1986.
IVIoxir:o'.s rlisttplxrirrl ing ecotrorrr ir' 1r't'frrt tuarrct irt ll)Sl-r

Iras lnerr exarrorbalerl h.1' llrt' rk,r,lsl;rliorr o[ lk' Sr';r-
tt'rrrber eatl lrrlrakrs.

.l'lrr. t.rarle srrrphrs is cxlx,r,lrrl lo rlrrrp lo $tt lrillirlr frrr.

lfl85, corrrpnrerl lo $lll lrillirnr irr l!)lt.l.
'l'ho pr rll ic-scr,lor rk'fieit l lr is .rr.:r r is r rou lil<r'lr' lo ro:rclr

!).{i percelrt of (ll)ll corrrpnrrrl lo ll}tt'l'.s (i.l 1x'rtttrl; atrrl
irrflatirrr shurkl lx'nlxrrrt (i0 lo (i5 ;x'rrrrrl, slighlll higlnr
t.lrur last .yenr'.s i-r!) Jrort'ottl.

'l'he lrew hrrrlgot errl ls for a t t'itr k' srr rphrs of $7.1-r lo $t1.5

billi<xr, o crrt irr llrc prthlie-scrlor rft'ficil lo .1.1) 1x'rrtrrl of
Gl)llarxl arr irrflrrliorr l;rrgtl h'lrrrtrr 45 arxl 5(llx'xI'rl.

'l'lre lrnrrk nrlvisot'y trrtrttnillle rnol s'itlr llm gortrtr-
rrx'lrl. ltsl, week t.o revitw ils ct'ottontie grrrllrx'l iotrs. I\texico
is nlrcatl.y lrnvitrg gctrcrtrl eotrrr.rsaliotts n'illt llte Ii'rtrtrl
ntttl tx'gotialiorrs are lo lx'gitt itt t':trrtcsl rrltttt llx'lrttrlgcl
is aJrprovt'rl b.y (lrrrgress, rtlriclr is cxptt'llrl ltt'fot t
flltrisltrtas. IUexico eslitnalts il u'ill rrrrrl $2.5 lrilliorr irr
tx't. trou, ,rxlroy lroxl 1r'at' ftrlrr rrtttttnt'rt'iitl lrattks tttrrl
Irius expresserl nlr irrlorosl itr llre lltrktr lrrili;rlivr'.

Argotrlilru luts tnnrlt' sigrrilir':rrrl l)rrrgr{'ss lltis rr';tt'
ofl.or tlro itrl rrxlttt'l iott of ils trrtritgcrrts Attsl t irl t'trlrtlttit'
J)r'ogrtrnr tlris ptsl ,ftrrrr'.

Argotrl.irro irrflnlirnr, on(r'i illnoll{ llrc higlrtsl irr llrr'
urrt*1, Itas rtrngetl lx'tuectt l.1l 1x'rcltrl ltttrl 2.'l potrtttl itt
llrt' la.st. fow nrrnrlhs, eotrrlxtrrrl lo ill Jx'.,',',,1 irr .httx',
u'lxrtt t.lte govertttru'trt lngurr ils url.lrtslrrx'trl l)r()grrlrlr.



()rrr of lltc cltttllottgt's 1ln' gortrtlltx'ttt' will faee irr t'lrc

rx,\L \1,1r s ill lre tlrt' plrttsirtg otrl of lllo wngo-prlce cr)ll'

i,,l*'thr,t ltave lxttt n i,'v part rtf thc Arrstral lrlntt totlnle'
'' 

f l,, N,,"n,,'l,nt' 2{i. t ho govertrrrrelrt pnirl approxitrralely

$il{(l rnillirrrr lo ils crtrlilor lrntrks, colrtlileto.ly elttnttrttl-

irrg tll 1,,rl,li,'-scclot'itllercsl' trrronrngos frrr tlre first ttttle

itr orlr I lrt et' tr';trs."';ii,,'r,,,',f.,;,ft 
istrrv (ltrllrrriltoo oxl)ccls lo trrerl( willt tlre

rrrrrr.r'rrrrrcll irrlllctrtxl ltlrtttlltttt'sttt()lx'glllwoll{rrllll('
[",r,r. l'r"'ii t" ,,f Arg.lrtirrt's lirrnrx'ial platt [rrr 1986 uxl
sorrrt sttltsttlttettl )l'irrs.

l\'r'rr'.s nr,rr,.,tg"" to trrttlttnrcial lratlks ott prrlrlic-srt-

l,rrl irrrk,lrlttltrcss txrw strctt'll lxr<'k ovor o -voar &lxl.ltilve

tr',,,:i-ri ,,i,,,,,r $'loo llrillioll, nlllr,rrgh tlte cotttttry"s re'

serrts slrtrl tl ;tpproxitttttlr'lv $l lrillirnr'
\\i. rrrtl s illr llrn gorlrtllttt'ttl llt ever.v ol)1x)rl'llllll'Y

r,il lrtt ;ts it grrrqr ot' i tr l ivitlt ttrll.r', altr l we oorllitttte l o 1n'tss

[,,r' i rrl,'r,'si 1,itr;t,t,'ttls' t rl i trg l o ctltvitleo I1'rllvlntt (illl-

cirrls I lurl I lv'rri is rrrrrlr I o hc sa irl ft )l' e(x)lprtlti llg wlt h I llo

i r rl ct t titl irltal [i rrtr rrt'irtl s1'sl ottl'""i',,1,l,i,'i,,ir.t, tirlivia,'orro of I1'r'rr"s treiglrlxrrs' nhit:h

*r,* j,,',,, t", t,1,'l,l's,'r v i,"' ;ta.v tttr't.tl s l urr -yonrs ngo' ltn's

;r,l,,trlr,rl it slrr)tllI ttrtllrttlit' nrl.lttsltttttll' l)l'(lgl'nlll' n lt

llli" trrissi,,rr is ttos' itt Ikrlivia to trogolittto a ero([ll

itt'rit t tgt'tttottl.""fi.,ir,,,n' 
is otr llto lllrtslrolrl of lxrtlr phase lsrr ntttl

,,1,,,*,' il,rir'. lrtrvitrg reaclterl prelittrittary ngroelllctlts

l,iitl, it*,,,h'i*,r'v cottttttilltt ott a tlntlli.r'otrr-rosll'lt('lllr-
ir',r,,,',f il,,'firsl rrrhlrlltrry ktittt lry e.ottttltnttinl lrarrks tlr

:rtrvl,rrlirrAttrri,'ittt('(illllll')'sittccllto(lol't('rlslslngtlll'""i'i,ili,;;: ; $4i, r,,illi"rr'""-lirrtttt.irrg wilh tlrt' \Mtlil
fr,','f.'ii,,' ,i,i rtnrgy proiecl, rtill, ulrotr eotrrplelorl' lrc

srrlrsl:rrrtinlll'orrt'-sttlrserilxrl''llr ilhlslrale lt'g vollllllnl"y

;;it;;', ii,,'i',' Ar(' sorrr{r lxtttks ttttt.ttg the partieiparrts

I lral lr:tu' tttn<lt' lur ltrevirttts loittls ltt I h'rrgrrty'""\ji;i1,. 
ii,i* ,r,-tii,ut,,'it'g utts itr llte wrtks hefrrre lhe

,',,,,,,,,i ,,u],'ti,,t irl Surrrl, il is t'trtsislortl rvith thc kirrrl of

krrrrs rrl t'ittt rx;rtl lo soe tlttrk'r llre lltkor lrritiat'ivr''
' ':1;1;,' 

"tr-'ii,r c:rs. .[ ( hl.rrrlritt nlsr giws tts.n prcvhw.f

1,1',,*,' :1. Ihrlikc rtlnrry ollrcr l'lX'h irrvrilwtl itr the rleht



eriris, (hkrrnbia lrus rrrrr.r rrrisserl nrr irrltrtsl or;rrirrr,ip:rl
ptytnerrt. Nevertlreless, il. errt,orr rrlr.r.rrl I lrr, sirrrro rr,hre-
tanee itr tho lrrrr{<otplnce ns t,host'rralirnrs llra( lrurl. Nrsi
wit.h a rrrrirlrre rrrrxrilorirrg lrrrinrg('nrelll u,itlr tlre Il\lll
(hlornbia has rvrnpperl rrlr r $l hilliorr svrrrlicirliolr,
lnainlv ft)r oxport-relnlorl oil nrrrl coll projosls.'l'lx'sigrr-
ing of lhis lrxrrr is selrtlhrlerl frrr n srr,l< frorrr lrxltN:

l'rrrtlrr.r krnns of t.lris kirrrl u'ill lx. lirrkcrl lo, :rrrrl
srrp6rrt, l.lre st.rtrel.rrrrrl nrl,lrrslrrrcrrl nrirrrl'oI us lrarr. lxr.rr
retrrtrrtrrorrrlirrg, nrxl s'ltir.lr rrorv lras lxtrr girtrr rr,s.irrr-
llct.lrs h.y tlrc llakor Irritiirlirr'.

&rtrre enrly sleps I orvlrrl sl rrrr.l r r r:rl ar l.jrrsl rrrr,rrl ltirrr,
nlrerx\y lrcerr takotr. l,1rr r,xarrrgrk., llrrrzil lrrrs lx.grrrr a

I)r()grain to st'll slrtres irr l? slaleorrnrrl rrrrrrJrarrics,
i lx.hrrling I'ol roh'as, l ho rrnl iorrn l oil rrrrrrlra rrri lir,rrrrlor
lras rliveslr'<l it.self of sorrx' slalr-ou'rrrrl r,orrrprrrics; IUcx-
ico reeorrll.y sokl tt nra.i(tr'slalo-(xvrxrl lrolr'l clrairr nrrrl lras
appliorl frrr ()A'l'l' rru'rrrlx.rship as ;rirr.l of ils rx'rr' lxrlir'.r' of
Iibornlizirrg t.rtrk.

ll'htl ls l\tertlttl t\',ttt'
I ltr4r, lrowr.vr.r; llral r.nclr rrrrrrlr.l,srts srrclr nx,asurl,s

as ottl.y llre hogilrrrirrg. ll rvill lrrkc lxrlrl.r.slr'ps lo rrrhtrt
I.lre Jressrrres firr capil rl lliglrl, s,r l lrrrl r lonrcsl ic s;n i rrgs
rvill lx.eorrro n ftrr groitlor s()urrl of rltu'lollrr.rrl firr;rlrr'.
I tlso lx4ro lhnl, llro rrrrrrlries rrill scc llr.ir rvirv clear lo
nlklwilrg trrore privale rlirrx,l irrrtslrrnrrl lrrrrn lxrllr rlo-
ltx'slic alr(l firrr.ign sorrrces, s'hiclt r.arr lrr.lxrlilir,irlll rlif-
fierrlI ilr solnc cilsos! lrrrl s'lrir,lr u.orrll lrlp slirrrrrllle
gnrwtlt arxl rorhrcc rklx'rrrk.rxt orr [rrrtigrr lrrrrrxvirrgs.

(lrerlitor govcrrrrrx.rrls llso lrave :r rok' lo l)lin. ls $1'
tturve altoarl.'l'he lrl )('s u'i l l lx' r'xper,l itrg rrrort rrrrr ll ilcir r.

rosl rtttrt rlri nEs f rorrr l lx' l'aris ( lhtlr, rrlrcrr l lx.r. rrtgol irrl r,
srroll ngrceiltoills rril lr l lx' rrnrrrrx'rr,iir l l r:r rr l<s. l l lt i rr l< l lrcv
ttlso lttu'o tr riglrl lo txlxr.l llr:rl lfrntr.rnrrcrrls rtill rrr:riri
tnin tlreir t'xlroll eorr.r' [rrr.rk,vr,loping nirlirlrs llr;rl irrr.
lnnking l)rogross irr Iltcir rtrljrrslrrrrrl lrrrrgr';rrrrs.

Ol,)Cl) tratiorrs lnusl go frtrlh'r'irr rr.sislirrg prrrlcr,.
tiotrist nx.usrtres lhnl t.hrrvrlcrr llx' llrililv of l,l)('s to



o\tx'rt. It is irrrJnitnrrl. trxr'.llrnt.llartk rogrrlalols. itr1,lre

;;[iii,;.;,;',;;i'ri0s rnsl'uxl to itnprovetttetrts'tn asser

illit, t ;iiil' ;;;."' p'-"' ipt rev isi.tt of eou trl'rv cls'csr I rca-

ti.rrs' 
rial barrks arc explorirtg ncw

l,'rrr 0ttr Jlnrt, s'o collllller(
,r,"*li,itlti"" rttl a ttttlltlrr rrI frottts'
t"'il;;'i,il,t;;* ttrttler cottsirleration is the erealrotr ()l a

,, i li', i;",: 
'',;, 

; I ii,, Il', ":l i:llli[lil"::ff,1]ffi , lg,,'i';
\\lr{(l lltrtrk. witlr Pnrttctpnt

;l':;':'"il;i iiu""J *itr'. ""'nrr"i."l,S*i1;l,:il;]'iill'I:'llral rrreet tlteir eotrttnttrttt'iil, i; ;;,;;,n';,,a. rrflorr tlreir
rlrs'tts lry tlte t'rttttttrtes urlt

octttxttttitl 1x'rfrrl'trtotx't" ^ r:-r ,.-,]Jorrre qs we
i\s ttsttnl, lltol'o nrc ttrnttv lxllerltinl pnililcln's n"s w-t

r,r,,.:;' ,,i';',i,i. 'l'ho (liro('li('rr irf irrterest rate'-s".il prices'

:''i,'":,,;;;iii;';,,'i.'r's atrt t'x.lrattge rntes at'e nll l.rge tlttos'

ii,,,, ut,,,ta., rts is llre tltront rtlnroloellolllsllr'
""i:'i 

; i;i i',;'i i,;''.' st i l l aro *'n''li''"'l enlls frrr rtot t-trtarkot

t ttr rt x rsitls sl n,ll fLs cill)lt sl ! zi rlg irltr,rest.'or l i nr iti rlg. llav-

lil",ii" l:,li;;, i p"t''"'it ns"" or ex txn'Ls''l'ltose prt4xtsats'

l'i' ;,;lr,;,i,'; i, t"'it k I hc <r rt t ttl erprrx hrctiv'e' l'hasc" l' wns

i,],.iii,,ii.:',i,'-l*t,o,l t,, k""1' rohietnrrt privnte itrslilttlttttts

irrlltetrtnlkllplnrr"Alt.vsttt'ltJlrr'1x'sniseottkltlrivotltetl
:il;'';i,:;';f"i ;; iir" l'lti'* .f ntt irrtlxrrtntil s(nrrco or c^l)r-

l;rl llrcv s'ill trterl tt' 'esttlttc 
etiottutttie rlevoloptrtottl'

Srrsl;ritrrl qr''s'llt resrtlllrrl'f'r'1" *lrrx'ttrl'nl ndjrrsl'trrcrtl'

i] 1]l;: il:i'frl; i ;i ii 
:* 

n, ut g''l*r t' w il l r ler,"rrr l i. large l rnrt

.n llrr, rurtt{<t'ls firr lltett'"*'''ti* itt thi'rlevelrptrl wtrtl'

,\rtotr li ttg l o ('il ilttr r rl< s''t'i"t"ttti*f "' 
l lro ( )lil( il ) glrrw'l lr

r':rl* s ill ,l\1'rlrgc l t"t t"tltl ii"l'* pereerrt [ttr l!)ft6' witlr

l l.5l glrrs lll srtttx'slt:tl rttgi'l'l *'ttitllt urntkl tlltittl:ritr tle-

rrtittt,l f,,l' Ll X ' cxlxrrls'
""i',,'.,,,,,""' 

"* 
il irst :r rrrli rrg irl l r lre pr.bk'rrls of l llc.-pnst

.,',,;, i"i;'i'.:";' llr. r''rrrrlri.s ltttve tttatk' retl prttgress

i',;il;,.,1 ,.,.o,it,i,ig tlu'ir','re,lir wrrlltittess' I atrt eottfirlettt

llrtrl il \f ilt'frottl tt"si *ttnt''*" lt'rk lrnek at l$86' wo will

lr alrl,j lo rolxrrl frtrtltcr 1)llrgross'

i'.i(I,rFO!:1Li p,lLiAMUl-r N j ir;'i



l'it rrllit irrrrl lrlrils rrritr lo
I'ilitl{ l'
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Bank Customer Service - NYBD Research

Heron: People wanted troubl.e-free checking,
reduced line waits, quickly corrected mistakes,
friendly, competent, well-trained staff, clearer,
more easily understood statements.

Neubert: No home runs. Trro and a half year,
to bottom effort and inch by inch process.
customer says: te]Iers smile, loan officers
to shake your hand. Itrs arresome.

Citibank uses video tapes, role-playing etc.

tob
One
rise
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INTERSTATE BANKING May 16, 1986

Federal regul.ators want to wln congreaslonaf support for
lnterstate takeovers of falled and falling banks.

Big agrlcultural and energy area banks weak.

Regu.l.ators want to factlitate out of state bhc purchases of
some of these banks go bust and hurt fdic.

:r- Financlal markets too edgy about the banking systen
sought are precautlonary.

Powers

b
it

Garn: unclear whether he wlll Bove on regulator's blll on
lts own Derlts or try to conblne 1t wlth a larger
deregulation package.

Garn: uncomfortable positlon of seeklng to close "nonbank
bank" loophole wh1le Republlcan adminlstratlon has begun
vlgorous lobbylng to keep 1t open.

Angermeuller wants to see full, ln-state parlty for an
lnstltutlon buying a falllng bank 1n another site, and
llberalizcd biddlng procedures now deslgned to promote
lnstate takeovers of troubled lnat1tut1on6.



ANGERMUELLER TESTIMONY May 16, 1986

May 7 testimony to hou8. banklng 3ubcoErlttec:
. Interstate market for healthy banks now(sellgf-efarket, \

---.<./
t Regu.l.ator's bl]l on energency acquisltions should be changed

so as to lnduce !ather than deter out-of-state lnstitutlons
in conpetitlve buddlng.

bill should permlt out-of-state bhc bidder to expand wlthin
the state and region to the same extent as an lnslde bhc,

pernlt non-blnding dlscusslons wlth potential out-of-State
bhc bldders, but require prlor notlflcation to state
regulators before entering lnto blndlng comnltments-

House Commlttee shouLd al,so conslder ellminatlng or
simpllfylng ernergency thrlft and bank acquisltlon provlsions
1n the Garn-St Germaln Act which deal with multi-level
bldding procedure prlorit.les; (2) preferences for adJolning
state bldders; and ( 3 ) Ilmltations after acquisltlon on
lntra-state branchlng or Prlnclpal oiflce locatlon.

r Perhaps attractlvenes3 of uaklng bld could be enhanced bY
pernittlng succesefuf out-of state bldders to acqulre a

frlendly bank for cach bad bank purchaecd.
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Now possible:
* Am. bank

and farm

&t-st-_S.f_Dep.r e s s i on

porlfolio includes S500B, third world
debt.

* More bad debt as oiI prices fatl and affect
companies and countries.

Banks must pay interest to depositors. So
much bad debt will force a crack.

Govrt. insurance a fraud.

Lots of funny instrunents people don't
understand:

- leveraged buyouts

- bank bonds

- bundled mortgages

U.S. nox a debtor natlon.

t

*
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BankSandLBuYoutt 5/73/96

ItF:0lF(:iltM pAnAMi,iSj. N.i $/6ii1r' ij S 4 672

crlv: Gov.rnn.nt G!!or!t to prop uP '1Ilng 
thrlttt ray bG

j".i".ari.a by benks' plan3 to purcha3e h'althY rlvlnga 'nd lo'n
earochttonr.

Th. xlthdrawal o! haalthY tavlng3 rnd loan3 (!on the ISLIC
would-icevo only thc troubl.d ln3tltutlont' taxLng th' ag'ncy''
i"i.ir.. rnd haEP.rlng a P.lan to rc-3t!'ngthcn tha lndu3trY'

Loc.l ax.apla:

tlo.a l.da!al
t!rta-chrrtated 3

xou]d changa tloD a fcde!.I1, cha!t'rGd to 
'and I to taic advantage of a tt.tG law alloilng

and a and I to becooa
5/13/46

. 3tatG-chartar.d bank.RATES

Itortgaga latas contlnua daclln. but p'c' 3lovt' sIDglG dlglt tor
5 raaka nd.

B.nL s rDd L Buyoutt 5/L3/46

GE.v: Oovarn6.nt cf!ortr to ploP up 
'tltng 

thrlltt r'Y b'

J".j."afi.a by brnks' Plan. to Pu!cha6' healthy s'vlngr 
'Dd 

lo'n
aaaoclrt!ona.

Thc {lthdtauel o! h.althy tavlngt and loans froE th' 
'SLIC*o.ta-i."r. onlY th. troubl.d lnstltutlonr, t'xlng thc 

'Etocy''
"."ott"" 

and haaicrlng a plan to rc-3tr'ngth'n th' -lnduatly'

Local .xadPl.:

Honc 86dc!.1 would chang. !!on a !'dcrllly chrrt'rcd to 
'

"t.t"1.n..i...d 
a .nd I to tala .dvaat'gt of 

' 
tt't' I'w allowlng

.nd s and I to baco.. r.tata-chalt'r'd tlnt'Prob!'r Bankt
5/ 13/66



Rl:rls 5/L3/46

iloltgag. lrtaa contlnua dacllD. but P.ca aldt. Slngla dlgtt lor
0 P..ka n@.

Ubda! d.lug. o! rc(lnanclng r.qu.stt, soEa .lend€rt laluctrnt to
cut artaa lurthcr'

Soaa analyatr bc.llcv. bottoE r.ached ln lata.star' droPP.lngl
rnoth.! 5o bp.

avarag. taE uortgag. loan dosn to 2a.7 yGars 1n APrll froi 2t.3
y.rra ltr Narch. Loan! ev.rrgc 7al of Pulchaae Prlc.. Avaraga
purchaaa 9!1c. ls 112,?OO.

Y.1 .Ida on 30 y.rr trarrurlaa, . b.llwa.thcr of rataa, f.J..I to
19?3 - 7.371. M.y 7 Eond rctlon .old !.cord

327 bllllon ln d.bt



3/13/86

B!.rg.ncy Plan to PuP uP to 325 bltllon lnto a fcdcral fund
to .tnrurc t and I dePorltt.

a.Malp plan enalogous to the ulc of Eortgag' lo'n to buY

a houfa.

Du. ha.lP to rlf lng thlrf tt of th"'rty 80'3 ' tosGlvtt only
ic-uilli"" to han-dl. th. 2oo thrtltt cxP6ct'd to fril ov'r
tha naxt 3 Y.ars.

GAO porst ca.. cott !cenarlo for thrl!t clotur' !SLIC
obltg.llon t3 922 bllllon.

fha transactlon: a f1nlnclng colporatton 'ou]-d- 
bt cr"tcd

i"-tii.. ionGY for th€ FLsIc ln a Bay that Hould tht'Id th'
iir, u.nt" rnd thG Eslrc ltsclf lroD any obllgatlon to !'p'y
ii" f"itf"r s13 blrlton to b. gcn.rat'd ln thc lrrtt thr"
yaara.'--- th.12 lcalonal hora Ioan btnkt' whlch 're 

oxn'd by
roruri s and i's and ragul'tcd bY th' bank board' EouJ'd

l""it-ft t" 53 btlllon ln iurrcnt rnd futurG Profttt to th'
ilr--ir--i.i"g corporatlon, whtch th' bankt would om sd

'I us. th? 53 bl]]lon to buy z'ro-Tha corpotetlon woul(

"oopoi'-ti."a"ry 
bonds rnd th'n would us' thot' bondt ".oii"t.""f to rjl"e th. 315 btlllon bY llsulng !'qulr! bond'

to lnvastors ln tha oPen ilarkat'
the-co!Poratlon wouLd usa thc S15 bItl!on It Hlll

racclvo whan tha zaro coupon bonds ut-ur' ln thc -y'aE 
2o2O

io i.tlt" th. t15 b.llfton Lond lt'u'' ?ht corPoratlon wouJ'd

go out ol bualnaa.. Bank s and L BuYout'
'5/L3/46
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iloullrclY ,mir - &llltoi 
^rc 

lmlt

Du.l R.gul.tory stluctur. -
,EDTRAL RgSERv! AOARO (!Ral - 1rod.. !u1.. cotrtrln.d 1^
.cqu1!lt1on o!d.t. CSA !u.t o9.rat. rt lnd.P.nd.nt .ntlty ud
Mt tn t.ad.. r1!h oth.r Cltt ,ubt.

l!D!iA! rOHE LOAI !a!X AOARD - APProv.l n..d.d to!..1. o!
..!vtc. tr.n..ctlon. 11th .!!111.t.r.

txPrxsrox

"yprcrlly 
S rnd L'. crn br.nch rtrt. ild. (rny.trt.) ..n.

cosnty r..trlctlonr.

lorrv.r. CsE l. oin.d by r b.nl holdlng corp.ny.d It
thr!.!o!. rubj.c! to tR! o!d.! .nd outr rct.

e6ar.l ,aE ord.r: 5 .nd L on.d by Bflc c.n .nt.! !d couty
only by.c@!tllton.

Mdlttoul llEtt.tlotr ol G.rn lllt rnd aRl: cSA rcguliltlon .st
...t pqbltc a..dr t.rt. luph.rlrr lor b.ntsru9t I .nd L

Ud.r publlc n.cd. guld.lln., tr1.d to buy CoDutrlty ld..rl
l. ttF, ?Ra (tHlEE?) ..ld no, not unl..r .l.o rcqcl!. tl!.t
?d.!.1 ol th. Elo!1d. xoy! ( r blDa ln ruch poor.r.hr9.).'

tlgJ.:gr
. td..l britrchlng hyDoth..l.

. lcslrltloa rc!..n to ...k tlt !o br.nchtns hyDolh..l.

AcSiitton rn.ly.l. iould !ocu. on rhlch brnl'. ro.t clo..ly
llt .t!rt.g1c obJ.ctlw.r ..t.bll.h.d la ld..l b!.nchln9
hypoth..1.. rhlch.!. ro.! llk.ly to b. rv.ll.!1. of th.
r.utnlng cudldrt.. (ihlch ol th.!..r. clo.lng 1n on h.g n.t

' 6.rrn.rtloD o( ob.trcl.. (t.g.r. xlrllng t.ll.r .tc. )

. Plo-rctlv. cxp.Elon proj.ct cooldln.tlng, I.9.1, rcqul.ltlon,
publtc .r!r1r., .nd 1.91rI.ttv. lnltl.t1vr. n.c.r..ry !o

dc.1r.d.xp.n.lotr.

. hlutlon o! llt.mtlE lql cdltEct. bqpd tuMt d.rrdE.

itij$|li(:)RM pARANluS. N J ii/6ii2 i.j S n. 5]?



Two Kev in Goals:

1. Close NBB loophole
2. Reform Deposit Insurance Funds

Garn r.nts to tack on legislatlon that:

1. Banks can om discount brokerage
2. Underwrite comerclal paper, nunlcipal bonds,

and nortgage backed securities.

In i984 Houee (St. ceruatn), effectlvely killed Ieglstatlon
granting full interstate by 1990.

Q[.L]IFCIRM pARAMUS). N., 0i6ii2 ij St. 6r?



DEREGULAT ION

RATE DEREGULATION

Reg e:

o Minimum balance

o 5 L/4 t NOW Account

o 5 L/2 t Passbook Account

PRODUCT DEREGULATION

GEOGRAPHIC DEREGULATION

Regional ComPacts

ftf:OlT:$RM FARAMUS). N.j $i6i"'? ii s A. s72



IMPACT OF DEREGULATION

o Large bank consolidation

Small bank specialization
- S & L should do well because meet individual

o

c

o

needs

to offerLarge increase in user
higher interest rates.

More products to consumer

fees due to necessity
Hurts smaIl saver



NEI{ LEGISLAIION

lIARCH 31., 1985

GARN: Pes!imistic on future dereguLatory legislation

wHy?: House doesn't want GARNT3 cooPrehenslve appro.ch

SO: Garo has threatened to not consider House'5 Piece
0e!1 approach

l{OSt RICBIIT PIECE HEALT

o Fin.ncial Inst. Equity Act. of '85

' o wolld outlas non b.nk baok forwatd rftar
May 9, I984

o But Garn
foIlow as

I s.y3 stog gap. More hybrids eould
thig loophole closed.

GARII vI Ew.

lle* regulatioo Hhlch rould look.t f,unctioo rtthar
than classific!tion. Broad based chroga of
raqulatory stEucture.

BoosE: Mood has shifled auay from deregulation

HOUSE PRE-OCCUPATIONS:

o Consuser orlented legislation

o Rate caP on cards

. St. Garmaine wants Eo Pressure GARN to change postut.

Lobby by:

PruI volker
ABA
National Government Associ!tion

Al1 of {hom want NBBts loophola closed but not

- 
necessarily to do through compr.hensivc legi!lstlon

TREASURY: Shift€rt staoce NBB'! thould op.rrta

itr:o[c)qM PARAMUS. N J ii;r6:iti i.i s r. .,?2
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3 Y..r toc.l b.(l out.o.t.522.5!
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4

Deposit regulation
Post 1986

No interest on demand deposits

Only non-commercial customers eligible
for NOI,I

Minimum withdrawal penalties on time
deposits. Retain St50M ceiling on
non-personal savings accounts.

Reg. D. : Maintain reserves equal to
a percentage total transaction account
and non-personal time and savings account
deposits.

Reserve requireurents reduce tbe value
of checking A/C balances to a bank and
correspondingly will reduce the rate
that a bank will pay on a deregulated
checking account.



DrItanfrt','qa

PGoplG rho h!v. stck in l'6.1 banks rlll cl'an
uP.

Arlzona 2.7 tI4! bool.

Igaua!

' rcglonll cotFct!
' lnacrstlta banttng tr199.rt
' luturc ot d.Ircll't loturlnc.
' lcvcl of Phylng fl.Id!
' vldcr pvirr-foi bants rnd tbrllt!

ctRtl: Opposc. nltloml trlggar

S t L ProrP"cts?

NoY hlvr addltlona!' co@rclaf and
lndustrial lcndlng iDY.!s, can b' lc3'
dapandan! oD boq3lrlg.

'85 Eou3. (st. c.ruln, if,sslttg ujor
1,.9I!latIon.

rty? Groring tnttrbtltty rDd shakln'3r ol
ayata.

Ialuca! 9l clPltd

Bv qolm lor tntcrttatc Prtvll"gcs, blv! blg
uinirrs-rcducod !.bitity to gct 

'dd'l Poucr!
-- ltting for too 4cb? l{.Gd add'l Ddara
glven lntcrcet rlto for dGrcgulttlon'

fao liercd blnling
not ba alj.oved to

systcD. One glouP Yll'l
fril:

S r L!8 onl.Y
PI!yin9 fl.l.d

hava 2l caPltrl rcqulrcrnt.
I is not lavcl.

Rudun! tle Dlt brlnq to oralcr lha
rrqulatorv proccsa by a8tablllhing a
.olctrun Lf-rcservc and capitll EaquirGrnta
iirat "r. 

actcrlincd by th. Ek.-uP of th'
llabi,litics ol th. lnsti.tuti'on.

tla ust conlidar rlsk rctatcd deporit
lnrurtrca PralluDa-
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TRIGGER: underrnines market for failing
inst itut ions.

Do erpanded porre16 to compete with the
Searsr,but perhaps through independently

Additional Power6:

c Real Estateo Inauranceo Underryrite nortgage backed
6ecurities.



$919y Center banks kept out of the merger action in1985 and probably alsA for 19Bd.

Supreme Court upheld right (in June 1995) ofleg1s]alures to establish merger compacts, in whichstates open their borders to one anoiher whileexcluding banks fron ot,her regions, notably NewYork.

Trends !r, Super-regional banks are emerging as conpetitivethr eat s

* Regulatory pressure on big banks to raisecapital ratios, combined with surge in stock pricesfor regionals is making it unlikeiy that big Lankscould afford many sizable acquisitions even-if theywere.allowed to pursue. Result: many banks arescaling back acquisition plans and foiusing more oninvestment banking and on business closer to home.
* !,lajor banks view acquisitions of troubLedthrifts as main hope for expanding across stateIrnes tn near future-

!'astes! crowinq Super-reqionaLs:t wachovia/First AtLanta * :.e.2 billion*.-NCNB/ceorgia, SC, and Fla acquisitions - $20.7billion

Therefore:

January 29, 1985

J.arge banks hrj.th money centers
separate group.

e

less
We
of

11
a mean:ngfu1,

have more

Some_suppert.for Regionals to include Ny
Pa and Nj lrhere smaLler banks don,t want to bepassed up in getting premiums for acquisitions.

Regulatory restrictions prohibit Citicorp fromcombining thrifEs with oLher operations.'
Run-up in stock prices could slow up interstate

mergers.

Hore small banks will push for triggers. Ifyou're a bank that has deaided your n5[ going to ba_survivor, why would you rrant Eo restri6t t6e salof your franchise only to banks yithin the region?



Changing Interstate
Banking Laws
Follorving is an upd:rte on the vnrious
banking regulations state by state.

No restrictions on interstate
banking:
Alerke, Ark- ilelnc
No interstate banking legislation:
Ark., Hawell, lowl, Xan, Le., itlnn,
illr. ilo., tlont, N.D., N.H. X.tl,
Okle. Tcxar., Vt., Wyo.

Interstate acquisitions allowed on
rer:iproeal basis:
Celll.', ll.Y. Warh., W.Ve.'

Regional aequisitions
u n restr:icted:
Orc.

Regional aequisitions permitted
only on reciprocal basis:
Ala.r, Colo.', Conn, D.C., Fla. Ge,,
!daho, lll, lnd, Xy., ihlr., tld, illch,
N.C, XJ.t, Hcb.', Xcv- Ohlo, Pcnn.',
R.l, S.C, Tcnn, Utah, Va, YYh'

Limited operations by out-of-state
banks permitted:
Del. S.D.

National inLerstate banking Uo be
allowed at future date:
Xy, tllch, llcv, Ohlo, R.l.

'Proposed
Sateu: Ban* E4nuin Reprla: Johm lnae
.S;na Snil,l & Co. lv.
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A po.rib@ .nd P.itrt .F.,t...
u..d t.". in Firq-rtrippcrr. lot tlilt . !r.c. ia dac.ffcio't'd coll"

Sliff.r rcplrlim o! .tb.!19! ! !!!Il!!!-!i fra OSf,A'

ril tr t@a fro. loo dch algotut''
Saprra!a tiaodrrda on aabarcoa fd conagrucEion and induattial eolkftt'

g6plov.r. .tc rt!.tain8 h..Ilh dr. too...!o tc" 'orl'rt 
!ll

rnd groa@h..tdr clubr t 'quirtnt'Bi8 b.octila na.d oot co.t r budlc. th., c.n coe fro' Fotrtu
to lctp ffiinkin8, Eor. h..tlhful f@d'
io coEp.oy ce!ciorier tod ud&tory t..E-b.l! ut. in corP.ot vchicl'r'

No 3p.cdv r.lc oa conr.it n.xt ye.r. ConSrcrr vitl dra8 il @c'
iiEiiiiil-illi;i--e"".c ch.ret fffiblic trl., ehich cmrril suld Pr'l.r'

tlrt ror@. !tL. to.noth.r r.itro'd'
Yuch d.p.ndt oo Cmr.il profi!! .nd itt rbility to rcPry fad..rl lo'nt'

hrrln !ffort to curb tt.GI inpotcr ir : flop. Llx cn(orccacnt
rnd LmptGlcr rcm ftciEn atGGL url I 3r.b :3: cf our qlk.t o'xt y"t '
Th.t'a fla.rly 5Z hi8hd ch.n Eh. lhita llouac Prodiscd @.r I y'-'r '8o'
Euro9. .od tni.a "oita ptotuc.r! h.v. hik.d.rPorta, nc! J.P.a thit iid''

Conerrrr vit[ &ua*. but da U.S. at..ld.rt .16't 'F"in8m "net iiii'i?-Ii-Z6iil--Efro't h.lP rh. ch.nc.. lor i.Dort ['3irlrlion'



P.dn.l lr.d. Co.. h.. h.d i! sith tttslG. *o 6.t, F, lia"
rltcr to@ eaoi nt c6aur lr'udt'
so rh..8cnay eill t.k for j.i1 t.ru gh.n ic tit.. fulur. fr.ud ch'r8ct'
lhould r6duc.3c.G invotvin8 j.wtry, di.ffid., oit & trt !""', 'tc'siait.r .rbirrrtion ru!.t fot srrr.otl.i .r. 6 t.P rc th' FfC'
rco fir@.c.u.. Procaduraa .r. cu*'?td'
Ffc yill c.Il . conf.rcnc. to dr.ft 8uid.linat fot @r. sork'bl' rul""'
hoper arbitralion silt ba u.cd aorc vidcly Go actat. conau'at cdPl'in!''

Md th. rg.nc:, ?itt try ro uk. AmEKI'TID Pric._firinS r criil"'
ocn if j'

cr.dit union. sill k.cP ol r9e-int r-troqglt.....ddiot-nd rEb'rt'
r:prndinl throuah aa?8art Eo 8a! banatita ot Dcarn Dantrnt l'cnnoLoly'_ 

io.utinr sis b.nk....cradil .dd dabit c.tda, tu!oq!.d latlct,
Iofl rccoii-Ell--ii?6rcLbr*.r id8, rc ttr 3. lora. .nd oth.r ..wic..
b.rond !h.it tr.diGioo.l lxrt6.l lo.nt, .uco lo.ot .nd .din8t tccouct'

hnt ilv hiSh rraar oo 3.vinp, chrr8. l@ !ft't 6 d'dil g'rdt'
ffii<h. h..lth, io.ur.oc. fu6d.
------;;uil s-irnt. iovrding f i!.nci.l ..wic.. 'Lrr !h., frc. c6Fc, aion frd

ke d.vic.. Eo h.I9 th. hrndicrgpcd Yilt rm r.'ch Bh' &k't:
ffi't5. c.o b. u..d tot..!i.t,

mroirg frfii]-iillint uP. Phd.....ciiv.!.d b, finFt. ot ' Ghin 1d'!'
Frtur.-@da!. sitt b. .bt. to do .ot., dcn r.aPddin8 to toica ciln& '

For t@ rra6. do caott grlk...alacEto&t to aliDl'E ucl{
in perrtffi-TiliiT-i-liiEi-iElr, cottoll.d bt 

' 
b'lt c-Fr!'r'

Or ihr ortcr ii e yerr d m. Irt.l, altclro&t lot P'ratF'd h'qdr'
rfi th. d..f . irDt.nE. to Dick uP sdda...noC a(ll'd toE'L' 1'

Gi'-ior ac llina, r.dio P.lhfindGr ryrtcrr boin3 invoti3rtrd'

-,- *"t"., .a-acer urinr r..at .c86r. ttettr-ott roli -
vio.pn6uffiffiii.3 ria.rat t. rao.
Chcaicil, hclgr l..ar a.ro io o cencc c.ll....lary.t a6ut c'll' 116''

alro laaara Eo std tiaauca...bl@d vataal', o'rvo rod !'!&nt'
lrr er r f Flo-m-iE1iilEf -Ei6ii'3 coa' . . to r.ro. b I r lhilrtt,,,Gc'

to fun lor ti. !t.bbt.
You dccid. il il'. tood o. b.d.

li ttGd
..6 and EEA
!h. but8d.

Fancv fracanca! for nao t volan ata ho!, oo! jutc lol chritu'
xa, cxr@.rllcr uP b, tbout tol'
Ch..p.r hifft fd Eh. utt 6.rf.! soor! do.. s.Ll...bur.la e'nt chtt'

iL.. of luntl.rta! ara boooin8 yarr roqd. ba!1, iEPo(la'
ttcy'rc @ r grir lor ..ch dtlir'

H.l[.v't co6.t a!n. i.E Dhon. lina! l! U.S. Lrat 6a'rttlorr'
lbe it rhould b. rrr iar lo tac lh!@th to . ot{tNla 4Fo il.4'8' ' ' '
!ip. on co-t s.lchilt. Di.f 9OO-{fO-Uslo. ?t. th6. ch.rt i. ll'90'

i'iti:rrt'ji:iFtNl r!ARAMilS. li i L1:ri-\:,!i ii i-\
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r.ErhnE l.bd_iln.Fen! ir.u.t eitl ba d.cidad a6o b, lu.8,l"'
ra.rion.tm Febsin... til! @d.! L.l.n:

T.ibrrir hir.r for lockadtut union sorkat....hd Ech t@.t?
ffithofotrrlurin3

co crorr-i-iiifi--ifiiif-fii b.rrint th. Yr, !o . dtlortrt Fdi"t?
nendbillr...cen uoionr ure 6@ io ahoPPint c'olct r..n fittt

ir "ith 6iI-IZiln-!? cs ch. coot.nt. of uni6 h.ndbitl' b' lirit'd?,

lLtu.L 8.t'..conEr.tt {y.r.. lha rulaa t bit 6 brnhS it
rc g.n..it--lGfcir, ed in h..Y, indu.llt il t.t tilint Plmriirl '
g-ia i. an*A to kccp priccr ft6 !.lliat d !o 

'b'otb 'rc"-' 
tugPtl-'

U.S.-iovict joint tcrerrch into turiqt cnqrr it 
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t'f' v6or''
3ci.n!if@.c.dcr rs.t, ctPil.l cotl'
it !.rioo rtc hign eni.PPticrlioo o! tu.im l.ch to e"ioot t"" nil'

t'85 
dtd'"ti*'

lot inco--1ii-liifriii Doctn'! ott.! t'h.n d'rili't dcPo'i! rh6'
chcck. !o rcLetivcr, .tc...co6a er '85 3iftl il c"h'd in 'E''
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Feoruary l. 1?8o

I. l-.ls economv perltrnq Lrp

l'lanu+actLrrrnq sector! battered by cheap lmportsi revvinq Lrp
Consumer demand rEf,er1f,pd strong desprte record hh debt.
Emplovment sLrrging.

II. Strong drrve has chanqed outloo},: for rnterest rates.

Fed no longer needs to easy monetary policy, there+ore
The markets h.rve lost any incentrve to push interest rates
down nore.

RatEg will remar.n stable {or a +ew months and then probably Lrp.

Sever.rl +act-ors have caused turnaround

Eoom in stocl: and btrnd marliets has eenerated a qreat deal o+ wealtf,.
Consumers. while indebted, remarn in a buying mood.
US i ndLrstry mal':i ng a comebac h.
Invent-ory adjustment behind us. Flrms will st"1rt bLri.Iding anew.

Gramm-Rrrdman Elrgeests that the Fed shoLrld ease to malie Lrp +or the
short-+alI rn bLrdqet strmulurs. Eut- seems unnecessary now.
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EDTC

1975 -
EPIC-arrange Iimited partnershj.ps to purchasemodcl homes from dcvcLopers and leftover homcsbuilders couldnrt scLl.-
Partnerships flnanccd the house by securing
mo r tgages.

EPIC pool.ed nortoaoes and resold as mortgagcbacked securitiei. -

PartnerE - tax benefits
Builders - sold for ca6hEPIC - got fecs

Uortgage

I FOUSE I

Purchase

I RANX I

F inancc
Linited
Pa rtne r

lr,p;

Se1 f
Ii{ortgagcg

To fnvestor

when L.p. mature, must scl1 house to pay outI{ortgage, but house vatues a.ciin.J-_'il6 casn.Also.since-negative carry, rcquircDcnt that cashbe divertcd fron ner parlncrsliipa.

I

I

I

I

I

I

I

I

I

I
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Jan. 28, 1986

OMa Proposg! Sale FHA

. gt{B proposal to selL FHA to private investors
by 1989.

MBA: ridiculous

whv:

1. Reduce amount of credit available for housing
and the availability of mortgages with 5t down
payments, which are especially important to Isttine home buyers.

2. Jeopardize operations of cinnie May, which
guarantees securities backed by EHA and vA
mortgages.

3. Doubtful that consortiurn of private mortgage
insures, alone or in tandem with others would have
financial resources to buy FIIA or could provide
sane volume and quality of mortgage insurance that
the FHA now provides. PUI industry not strong
enough to undertake such an obligation.

OMB fiscal requirements for FHA (proposed for
1987):

1. PHA mortgage
3.8t to 5t.

insurance prernium increase fron

2. premiun must be paid
in mortgage amount.

in cash and not included

3. All FHA borroyrers have annual incone at least,
40M.

a.
household

b.

Currently, 70t fha loans going to
less than 40M.

26t less than $27u

4. Top 20t of cinnie !,tae security would have to be
backed by a private entity, and only the remaining
80 percent would carry a federal guarantee.

5. Fee on FNI.IA mortgage-backed securities r,rould be
five basis points in 87 and I0 basis points in
1988. Fees for other mortgage backed securities.
l,tBA EVP Lasko said that the fees, if adopted by
Congress, rrouLd shut dohrn the secondary mortgage
ma!ket.
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FSLIC - P.tor Sternr rtory

Aug 1984 - indu.trY in turmoil

FSLIC - dinrnirhinq rltourca.
FHL88 - Ed 6.ay - penchant for ceotr.li:.d suthority

Conglnirl rthlp botwaen bb and induttry

BB - ovartaet 32OO inttitutionr including fad ch'rt'red
thrt+tr .nd rt.te-ch.rttr.d thrlft! xith filic intur'nc'

Starnr r.ll atr..t b.ckground did not prapr.l hln {or
ragul.tlon o{ ll.3t Co.3t-donin.t.d induttry th.t h'd
tridition.lly .ojoyed . coll.Eirl r thiP rith r.gul.torr'
No. did hit tr.ininq P.!P.ra hin for h.n.uvart r.quirtd ln
dG.ling with ldy rnd ltl lobby' th. uS L..gu. o+ Srving!

BB ch.iro.n lt.tto ch6n of frltc,

FSLIC byp.!r.d in oth.r r.yi. Not much lnptu tnto
lorfrul.tion o{ Fadarll Attat DlrPoriton Artn. l'lajor Play"
thara alro F|.{-BB San Fr.nciaco.

Wiltiam O'Conn.ll - pr.r. LrS L..gu. o+ S.vln9! Inrtitutionr

Iliue! it th. fund l.rga anough? 6.ay h.t Puth'd for

FSLIC'3 3trong cathf
aant recap o+ {und.

but th. itronq L.rgua lobby i.y3 th.t
tow can .1low ti6. for FrobE to be lolved
An .dditronal 3Et - atid. Premiufi could

Feaken at.onq thri+ta .nd put othe.! out o{ bu'in'tt'

Idy leadcrs belrevr that Fed Aa€et DiEPosrtion Ar'n 
'nd 

thr
management consrgnf,ent proqram wilt .n.ble fund to hold out
untrl condrttons rn the lndustry and econof,y improve'

Do caretater oenagtaentt only postPona dey o+ reckoning?
D'aprrs Sterns a.ts thrl+tB noF in 6gt con3gnmt Program wtll
nead 1 to 1.2 brllion in capltal an na:it 6 montht'

tl.n.q.frent <onrlgnn.nt progr.fi. Day to day o.nagomcnt dutie'
of riling thr!{t3.rt t.k.n ov.r by rtrong thrl+tt rhil. looq
trrn .olutiona .r. Put togathar. 23 no, 1n plrc..
F.llc at.+f byp.laad ln cra.tion o{ thit progr.m and.r.
.k.ptic.l of ltr iork .btlity. Cr..t.d by FHLBB in Srn Frrn
on whoi. bo.rd tlt! th. <rPtrin. o{ th. SB tdy thtr.. FSLIC
ord.rcd out.idr conault.nta to.v.lu.t! tha Proc..s.nd BB

l.tar rotclnded. Much frittrust.

marn prob i5 astet qLrality - not spreedt. gaPc et'
l,: o{ Eha 5 end I's retated to a55et qualrt_y'



DEC.13,19St

S .nd L Requlation

Rloul.tor't racent movet to 3trbili!' troubl'd-thriftr r't
ilili]'Ii.io.iJ. s"ip to euth up idv cost o{- rundt'

506. di.trict offiEet of FHLBS h'v' b'en t'Iling toilc
il.ioi.J-iiii+is to curb intrrr't r'trt 'nd Put brrkt' on too
rrpid growth.nd "ri3kY l'ndinq.';

YPt
inst!
Requ I

DG. lSr 1985

Frulty APpralr.la cau3a for S lnd L loir't

F.ulty.ppr.irrlt ju3tifi'd btllionr in troubl'd rt lo'nt on

bookr o{ +.d.r.I1v ,n.,..o-uiitoi ;nd thriJtt' congrtrrion'l
iii"taiq.ai". !ho.! bank r'culatort h'vc b'en rlow to rddr"'
prob l am.

Crutc for in5olvency of 321 thrl+t!'

Fhlbb found evid.nca of b'd 'pprarstlt 
in 848 b'nkt' or:57'

o+ +aderel ly rntured instrtutront'

FDIC bouqht l+rir)mH rn prob r'al cstate d-I'oo 'Contin'ntal
iiii".i"""oo..i..o .t rStBrn but revalued {or 184'4MH or :6:/'

o+ orlg vaILle.

Ead apP.3iEal5 wrll rc'ount {or 4r'li: o+ VA lorn guaranty
proqr..n I osses o+ t:rlr')Hmn to tlr:)r)mn'
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EouElng Uark't

Biqh Potential tleurand over ncxt-20 vears tlue to

lov lever ot'ioiEiil-giarts-rcrativl to Bal1v

Boon houscholi-Iiiiiitions ln earlv 80rs'

Eouscs too coBtly latc TOts' carly 80rs'

I



Study: Median price
for home is $75,000
Forty-srx metropolitan areas ara list€d in the U.S.
Loadue ol Sav'nqs lnsttutons study of modran'
nonie sale pnces-roleas€d wednesday. USA msdts

an onc€ $75,000. H€ra s a lmk al the 46 metro atr
eai. tg85 meoian salos pnc€s and median monhly
housinq exponses: (R.lrlod tbrbl, 14" 1B)
City - Prica Erp€nso
lxion, otro $56.000 S624
Albuquerque, N.M. 583.500 5796
AnafEinlsanta Ana-
Gtrd€n Grove. Calir. $122,m0 61,133

Atranla s87.250 s821
Baltimore
Bl@mrngton-Normal, lll.
Boston
Bremenon, Wash.
Chkzqo
Cincrnnati
Cbvdand
Dallas-Fon Worth, Texas
Oanbury, Conn.
r,dyion, Ohro
O:t ell
Wlsl'rngtcn. 0.C.
Forl Lauderdal€-
Hollywood, Fla.

Gary-Hammond-
East Chicago, lnd.

G106nsbo.o-Wnston-
SalorFHigh Pont, N.C.

Haffrsburg. Pa.
Hor/ston
Kansas City, Mo.-

Kansas City, Kan.
LansirE, Midl.

Milwauke€
Nashua. N.H.
Nashville

Davidson. T€nn.
Narrark, N.J.
New Orleans
tle\# Yo*
Oklahoma City
Orlando, Fla.
Phrladelphia
Pittsburgh
Ponland. Or€.
Ralegtlourham, N.C.
Fleadrng, Pa.
RodEstsr. N.Y.
St. Lours
salt Laks city-

ogden, utah
San Oiego
San Francis@
Tampa-

St. Pstsrsburg, Fla.
Trenlon. NJ.
Wesl Palm B€ach, Fla.

Sdd: lr.grolS.w!affi

s1 05.000

s75,157
s55,900

s1 26,000
s83.500
$87,000
ss5,300
$62,500
s94.750
s95,950
s54,750
s61.000

s790
s668

s1,166
s853
$42
s626
$704
s965
s954
561 9
s783

s1.000

$739

s701

$661
s732
s986

s726
s739

s1,206
s863
s778
@1

s688
tl,139

s858
S1.141

s777
@4
s733
$673
s739
s802
s621
$699
s702

s706
sl,164
s1.370

i545
t7(!
s765

$74,900

s62,000

$68.625
s67,200
s88,3s0

s62,250
$58.500

sl 23.ooo
s82.400
s69.750
s82.000

s69.000
91 r6,000

s90.500
$129,7m

s80,500
8s8,200
s69,450
s54.152
$69.900
$73,825
s56,000
s66.000
s67.000

366,000
s120,750
s152,000

s63,750
t66,000
s69.900

Los Anoeles-
Lono 6eacn

Miami. FIa.

I

I

I

1l
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I1ORTGAGE AND CONSUHER BANKIIIG NETI{ORK

KEY ISSUES

. BUILDING UPON CURRENT POSITIVE MOMENTUM

. PRUDENT LENDING PARAI,IETERS

t,,SALEABLE,, I'IoRTGAGES

I DISTRIBUTION AND TECHNOLOGY PLAN

. PROCESSING DISCIPLINE

. INSURANCE TURNARoUND

. RELATJONSHIP HANAGEMENT ROLLOUT

T RELOCATION BUSINESS STARTUP

t CUSTOHER SERVICE PROGRAII

. SECOND MORTGAGE BUSINESS STRATEGY

' 
iNDUSTRIAL BANK STRATEGY

iiri fiir: )riiJ li\ils\Ii,:.i i'.j.j ir::(_\:\:) r:,: \ ttr:
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Losses nounting
close to s7001,11,1

u,I

501 greater: r85 than '84.

Eigher preniuns

EPIC rrill default on S1.4BN (Lo6s potential S394)

l{uch of ilf }osses on greater than 95t LTV

EPIC silver Lining:
c Unlikely that uI losse8 will reach indu8try

Dar exPoaure

o 3 year to solve EPIC clains
o EPIC could be bailed out by outsiale lnveator
o Long tine to pay out clains (epread)

Total losses Btlll only 18t of crpltrl of ltLI Co.

lltilrf(.ifjiM pAirAMU$. N. j. Sr:t-rs? li -r.A. 6,?



FNUA

Stricter underwriting --

" 25/33 for )90
o Seller contribution 3t on 90t;
5t<90, 0t on )901
o Co-borroners nust occuPy and take
t itle .

WE underwrite PUI

Four basic changes in marketPlace:

o l{any lenders grecede FNllA.noves
o APP?aisaI Process hightening
o xilk-outs '-(approved loans' but later
reilciea due to-irt refuse) on the
rlse.o Lenders noving awaY fron high Lrv



WG&L Real Estate Outlook
l/intc;: issuc , 1-2 / 35

o'The maximum monthlY housing ex-

- pense cannot exceed 25 Percent of
the home buYer's gross monthlY in-

come, reduced from the Previous
figure of 28 Percent.

o Housing expense plus all the other

installment debt cannot exceed 33

percent of gross monthlY income,

reduced from 36 Percent.
. The amount 9f a seller's contribu-

tions cannot exceed 6 Percent on r
90 percent conventional mortgage

or 3 three Percent on a 95 Percent
fixed-rate mortgage. No sellcr's

contributions are allowed on a 95

percent adjustable-rate mortgage
(ARM).

. Negative amortization mortgages

and graduated-PaYment mortgages

will no longer be allowed.
o ARMs without ceilings to Protect

against increases in the interest rate

have been eliminated.

"These stricter requirements mean in-

creased protection for low-equity home

buyers. They are less likely to qualify for
mortgages that may create major linan- 

;

cial problems," Pappas concludes. I
WG&I J

l'i(:iillaiFiV i)ARAii{i.JL:.si j 0:!iil]:? lilia. (i
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.I 985 MITFATT.ANI'IC RMTON MARKE'N STZF:

rxrsllm HOME SALES (000)
PCITEMIAL !15A6 OOI/ERED*
UNI'rs _-t- t Nrl.s tREx]IONS

I\DRII-I
CENIRAL
SCTIITI
IUIALS

203 34
184 31
2to 35
s97 l00r

ORIGII\U{I'TONS
S,MM 8

5,307 25 <--
10,842 51
51125 24 <---

21,2t4 t0ot

116
r15

49
280

41.4
41.1
17.5

l00r

t OF USA I9I
usA 3rL42

9.4r
21992

9
72L'

5r
s23,

* D<istirg one family horrc sales

a



TH TErc EIIEilIG EIG snIA!;
mlo|s riailtt trx,rr.uEtrD unl"st 'oe'

DENWI\RE
Drst. tr @L
GEONGIA
t4l\wtan{)
N. CJ\ROI,IM
PMNSYLVANIA
S. C]\RCLIM
VIXGINIA
W. VIRGINIA

1.7
1.3

10.1
lr.2

10.1

17.3

7.7

MITI-A'TTAI{IIC REION

--J- lluus
I\NFtrII

-.i_ IINITE

1.7 10

.-f.ENTRI\I]-r uNrts -l- uNrlst

60.1

103.2

46. 0

1.3 7.8

17.3
28.5
7.7

16.4

11.2

29.5

66.8

170.4

5.8
16.4 9B.l

- 
l+ 31'6 

-41.{r 217.2 23.5t r40.5 35'4t 209'3rc/rAr,s 100.0t 597

IO,IE:

ilID-AIAI.IIIC
REION I 19t of UsA

10.0
7.8

60.1
66.8

103.2
170.4
46.0
98.1
3r.6

a



1983 lBTrOMrpE Iq{E BWm SmUENIE PnOrU,&s

FHA IJ}I"IARRTED

9A.

IOIG DISTAI,CE
RETMArcR

A. W}P TTIEY ARE

-MEDIAN AGE (YRS.)

-I,}O4ARRIED (t)
-MFDTAN II@I'IE ($,000)
-ls'r'TIMm^s (t)

B. WHAT TIILY MIreTrI
-o/BR 25 vRS OrD ($)

-PURCHA.SE PRrCE (t,000)
-srzE (m.FT,00)

C. tU^I TIIEY APEOFDED

-tEss THAN 20$ ml,Dt

34 yrs
261
36
40

29 yrs
35r
30

t00

33 yrs
100r

30
56

38 yrs
t9$
41

0

44 yrs (-
L2$
49 <-
t6 <_-

<_-

34
65
14.5

46
55
12

70

DK

90
DI(

DK

26
69
16

45

40
57
13

6055r

o lSf, TIMER. AID U}IiIARRUT)
AID \,AII'E

o RIPURCIIA.SER AND REIICAIOR - STABLE, BIGER TDIi.IES A}D \IALUE, HIGIIER MUIry

- YOUTMR, I,ESS TIMT€IAI,LY SIABLE ATiD SMALL ITOT.IE

DK = Donrt Know



PORTFOLIO/ REPURCHASER MARKETS

ATLANTA CHARLOTTED. C.

10.

36

REPURCHASER
CONVENTIONAL

A WHO THEY ARE
-MEDTAN INaOME ( $, OOO )
-1ST TIME BUYER ( E )

55
28

42
26

47
28

1)

7
li

B. WHAT TIIEY BUY
-2 RSORO
-MEDIAN PRICE ( $, OOO )

24
t2L

15
8l

4t
0

26
75

C. HOW THEY AFFORDED
-l_oE oR LESS-5OWN 31 31 25

O HIGHER INCOME AND HOME PRTCES

O LOWER PERCENTAGE OP IST TIME BUYERS

O CONVENTTONAL LOANS, JUMBO LOAN MARKETS

IB



u.
NEI,I rcI,IES-BUIIDER }IARKre

D.C. RICIIOI{D AXIANTA lRf,ICII{IDE

3

T

g,

:

a'.'

B.__EIrAf,_TTtEY_Brg.
NE:I^I IDMES (t)
MEDIAN PRTCE ($,OOO)

C. It}^I llIEY I\FEPRDED
IOT OR LESS DOWN (t)

42
12I

36
75

20

40 <--
BI <_

3t <-

l9
65

2731

O HIGBEST PRCETVIAGE OB NET TOMES

O S:IBOI,G MEDIAN PRICES

I

I

I



L2.
LOW DOWN PA YMENT/ FHA MARKETS

COLUMBTA BALTIMORE

43
39

37
52

FHA BUYER

A

B

WHO THEY ARE-Ue5rar.r ilreOuE ( $, ooo )
1ST TIME BUYER ( E )

WHAT THEY BUY

30
66

56

C

unorar.r-FRTEE

IIOW THEY AFFORDED

73

108 0R r.ESS oOwr.l (t) 53 64

o LOWER MEDIAN INCOME

o HIGHEST PERCENTAGE oF ].ST TIME BUYERS

o LOWEST DOWN PAYMENT



PASS-THRU IST TIME BUYER MARKET

13.

30
100

FIRST TIME
!

n
t
!
:,
3
?
?:
o{o
a

A. WIIO TIIEY ARE
MEDIAN rNaoME ( $,000 )

IST TIME BUYER ( I )

B. WHAT THEY BUY
MEDIAN PRICE ( S, OOO )

HOW THEY AFFORDED

70

108 OR LESS DoWN ( * ) 28

O LOWER MEDIAN INCOME

O AVERAGE MEDIAN PRICE

40
52

34
53

34
46

C

56

2l

63 G--

23 (---

55

39

PHILADELPHIA PITTSBURGH RALEIGH
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EXISIIG o GrNlrr ON(lELf,ILLtnP alr8,llIGA=..- wan fDrEls-OOO _f- 'TDT-,.lI I
l5r

8-li r
_-EUltruG_
_-{,ltr_ r
163.623
158,562

If,/IAI, MTICI{f,IDE

I{IIFAIIAITIC 85(t of t"oLal USA) 06

MIOt{I
(l of Hid-Atlantlc)

l[<nt

ctt rTi L

2,982
2,840

279.1
317.5

115.5 ll.t
117.9 36.1

9.{
tl.2 9.5

12.6
7.287 12.l
7,009 ll.9

13,98{
20,363

60,171
58,962

7.297
1.215

3,{08 a6.
3,{89 49.

2.582
2.305

85
86

224,OOO
2t7,s23

2t,z7l
27,371

5,3U7
6,525

10,842
71,992

5r125
5,85a

8.5
72.8

85
86

85
86

85
86

25.0
2t.0

17.8
17.3

28.7
26.1

51,0
55.0

4,0G
5,309

7 .111
11,50{

2,512
3,550

53.2
56.5

lra.5
144.2

41.0
4s. {

glmt
49.1
s5.{

17.6
17.4

21.t
2l.a

35. {
32.9

18.2
17. t
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January 29, 19g6

- Va. iupreme Court ruled that a lender cannotevade the state's smalL Loan acE UV miiing a loanin the form of a rea.L estaie *.itgiq;1"-;lorrowersof loans rhat fir withj.n tne ceitin6-of tf,.consumer Finance Acr wirl ue eniii]:Ea to itsstatutory protections regardless of wheiher ttreloans are characterized is mortgag"",-'ih. 
"or.t::1"9, as long_as the loans are-mia"'UV-p"."ons incne busrness of making loans below the-c;itingamount.

A borrower of a small sum of money should notbe allor.red to put his one substantial isiet _ hishome - at risk. The Act,s ban on-;iaaitionur
:fiIp"". usually associared wittr moitgigls, andwhrch rrere applied to both the loans In-question,indicates further the Iegislatureis inf.n't that allloans below the ceiling inount 

"toufJ 
-Ue"considered

smalI loans.

Fit i-\iFilHN{ r}AiiAM(Jli. N. j i.e

i
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Scptenber 2, 1986

trOTES:

Aqgreg.ta belancca rt Saviag3 ln6titutions d.cl lning. peop:e
.invaating 1n Gldnla Ma.r .nd bond3. If intara3! ra!es iicraa9.,
thaaa rlll provc to be poor invaltncnts. Invcataant in a C!:s a
bettc! conruc! protactlon ri,sk,

Appralarl, cradlt ch.ck, and titla 3c.rch causa for :ogj.n jn
procc3ring ilortg.ga appl1c.tion3. Refi thc c.u3.. R.fla aar 3
tllct 1965. Srvlngr Indu3try w11l account for S233 blIlron rn
r.!1nrnc.d ud !..ldCntlal purch.r. loans.

CAPI1AL ADSOUACY

fuch ragllatory prllrura on S and L'6. Th. lndustry is nore
profltabla, but wlll contlnulng praarurc to incraarc capj,!a:. aoC
chuga accountlng pa.ctlca! randar lndurtry lnpot.nt?

?HLBB aayr aora capltrl 1. rcgulr.d
lnrur.d lnrtltutlon. .nd .hl.ld th. FSLIC

to lnaurc vl,ab111ty o:

8ut rdd to thlr tha apGcl,al aar.rarant: 1,,32 ol ll o! lnsurcci
dcpoalta a.ch quartar; !...lva lortgag. rcflnanclngs hava set
bacl lEtltutlotrar .flort to rertructura tha.ir portfoli03 .g.
[ova to llxad lror varlab]a. PHLBB rlatrlctlon3 on gtorth.
Potantlrl chrngaa 1n accountlng rtandaid..

Mora crpltal wl.ll .Iro forca omarlhip to b. Eora vlg1l.en:
IHLBB ranta to lncre.aG !!o! 3tl to 6i ovar rlx ycara.

goostxc r{Anxlr

2 .1l1lon ult. ln 1946. Hortg.g. orlglnatlon. hctdcd tow..d a
nd all-tLra hlgh, and tha lnt.r.rt rataa avallablc on Eo3t ncw
tortgagat bva [da th6 ladlan-coat hora afloldabl. for . faDl]yplth an avarlg. ldcoaa and a 25t dom-peylant.

Corprra rlth 1982: Hukat at 1 ld, unltr and 131 r.tas; widenlng
gaP batman tha prtca of r tadlrn colt horc aad {hat pro3pac!1vr
llrat ti,aa hoaa buyara coul,d alford to p.y.

ACCOUNTII{G EEES

Propoall would raqulre orj.glnatlon tncona to be recognlzeat o,.,e.Iorn lIfa. Loan ortglnrt:on coats, howovGr. *ou:C 
_"ara.o.a

lccognlzcd as currant Gxp.nae6.

currGnt practlcc: 
_ 
?aka up to lt of 1oan3,a laj.tial ba]!nc. ascuttan! lncoEa to long aa thc lca can be offsat by ar. o:rgjaa:ronaxpansa, Changa ln thi3 could carva Sa bj,lllon In rev.nuc fromth. bottoD llnes o! r and I,s 1n ncxt six ycar;.

.;:it;:.:,)ii: 
4. )a:t?J ;, h;i/.tti j!:,. ?i .) i :t l;1..: :.: . /.. a ;
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Riggs - No Fril1s Checking

o No ninumun balance
o No xnaintenence charges
o No fee foi-uP to I ;hecks monthlY
o No returned checks
c 6 PhotocoPies free Per Year
' rrie initial order of checks

RtDlFOltu pA|AMUS. N J 0/65? u S.A. 6/2



Indcx:

Pointa:

Rata:

C.p.: No annual rate cap, 74 L/4X

Processlng: Accelerated

Convcrtlble: No.

A;aulable: Yes

Junbo: Yes - but premium prlced

PMI: NO

Tax on Ins/Escrows; No

Undcrwrlting ratlos: 33/38

LTV: 75I and b.lor

A/Ers oriqinatC, Drocaaa orn loana

GREAT 9IESTERN ARM

Fhlbb 11th District of Colurbla plus 2t nargln

ilo dlscount. All orlglnation

Flxed for slx mo fron cloaing, thcn adjust monthly.
Customer is bi.Lled monthJ.y showing what the new note
rate and margin is. Customer is given the choice of
capping the new payment at 7 7/2 {with neg am) or
paying full requlred payment. If rates are decLj.ning
the i.ower rate applies.

I ifetime cap
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Decenber 12, 1985

open Ended Eome Equity (oEHE)

ToEal home equity ln US: 53 trillion

ImpllcaElons: if 50t of this equity tapped, tben it
r,o-uld double the amount of consumer credit currently
ouEstanding in countrY.

Logical Eodlfication of tradltional second nortgage
tenaing ln resPonse to Bodern narket conditlons.

Product DescriDtion:

Revolving credit Plan that Is secured by the egulty in
the accorint holdei's PrinciPal dwelling and nay be
accessed through a chCck, credtt ca!d, or ATll' Anount
of tin" deterurined by equity value In hone. Rate tied
to index - credilors PriDe rate. g8ual'IY lnterest
pavment due each nonEh (and perhaps PrinciPal
iehuction). Slexible repayurent schedules - usually 5

iO y"ars. Certain tnitiaL costs: orig fees, aPPralsaL
costs, and nortgage taxes.

Product Advantaqes!

r rates Iower because fulLy aecured
r advances as needed rather than Lunp auE
r acceas process not complicaEedi exPensive due to

rePeated financlngs.. bairk can offer laiqer line of credit
r well suited to upsial.e custoner eho does not fear

f lnanc iaIr innovation and xant to carefully leverage self ln
manner suitedi personal financial Plans

Di sadvantaoes

r consumer risks losing home if he can't meet
relative
snall rePaYments.

Bank's viewpoillE

i loan risk reduced due securitY
i improvement in Profitability due ]arger loan

bal ance* heatthy spread due varlable rate feaEure

to



i:{!} \r \: j-\ .l::'iri.i.r i \ Sili.\\UrLj i\i.ii.i jii.i:)i-i

l.larketino
r need upscale, sophisticat.edr direct nall exec level customersr mortgage custoDer cross-sell* higher income deposit customersr upseLl to card, unsecured, or other oehe custoners

Documentat ion

r account agreenentr ruortgage/deed of trustr possible state tar lau recordlng requireuents

Disclosur e

r truth in lending
* lmplementIng regulation zr dlsclosure stateDent outllning terns and conditionei periodic stateaents recapping account activityi care should be Eaken in drafting

Securitv Problerns

r be careful shere some state laHs do not pernlt the
secu r ity
interest in future advances to date back to the
original fi1ing. In this event, resldentially
secured loans nade by other creditors durlng the
perlod between advances under the plan oay attaln a
higher lien priority than subsequenE advancesr need due on sale clause ln event custone! 6ellst look at first lien. a. is there a negative aE
feature? If so, Ioan principal could grou to 125t
decreasing the renaining value that secures the
second position. b. if ARu, nake sure that the
borrorrer can make paynent in future and Eha! first
lien holder won't be forced in to repossess.

Rioht of Recislon

Federal law: In connection with a credit plan in which
a security interest is or Hill be retained in the
consumer's princiyal dwe1ling, each consumer whose
ownership inlerest is subject to the securiEy interest
has the right to cancel lhe loan Hithin three business
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MORTGAGE INSURANCE INDUSTRY PROFILE
THROUGH NRST HALF OF 1985
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INSIDE }TOSTGAGE FI}.IANCE November 1, 1985

EPIC BXPOSURE COIIPARISONS

Company
l{oody's
Ratings

EBt. Combi n€d
Pool a Primary

Xaxi mum Loaa
Exposure to EPIC

Juna June
1985 1985

TotaI Total
Risk Capi tal

TICOR Hortgage I nsurance Co.
RGpubli c Hortgage I nsurance co.
llisconarn Htg. AcceP. CorP.
Xortgag€ Guaranty Ins. ConP.
Commonrealth Hortgage AsBur. ( PA, XD)
PHI Hortgage Insurance Co.
fnv.stors Xontgage Insurance Co.
United Gty. Reeidential Ins. Co.
VEREX AsBurance, I nc.
Poremost Guaranty Corp.
G.neral Elect. Xtg. I n3- Co. ( OH)
U. S. ltortgage Insurance Co.
C.neraI ELect. Xtg. Ins. Co. ( NC, CA, PL,

B1
U. R.

A1
la3

U. R.
A1

U. R.
laa

i166
i1 00
l6o
s15

x. A.
i7
l6
lc
$3
32
S2

N. A.

N.

s1. I

i'1 6,
Srl''
i1'
io'
$2'
15'
$5,
l1'
42,

N

.4.
579
356
732
264
244
333
203
?69
261
586
.4.

s198
172

$5oo
3217

$63
$193

$95
$er9
l2q3
i81

1110
s11

$115

( Est $8m)

12,536

Industry TotaLs 8394 i53, 295 42,',t17

IOTE: tlR lean3 uDdar ncviGr lor ! ratiDt. IIR .asas Dot nltcd. lfl r!.!! not lvlilebl! for
dl33etrnati.oa. Cspital is dcfiacd by coatiLsaacy r?ecrv!3 pLu! policyboldcr surplut. lrcnlC
ir Uaitcd Gty. ncsid€nti.I IDs- Co., GE|IICO it C.lcnrl Elcct. Xtt. IBr. Co. (OE. fC' Cl' tL)'
tiOIC is xorlgage Cuaranty I!s. Corp., PXt ir Ptlt Xortg!3. Inauranca Co- , fXlC lr lisco.alD
llt3, lccep. Ccrp. , VERET i3 YBREI lssurtnca, IDc- , PGC is Forcrort Gulrtnty corp. ' Tlllc 1t
ftCOR Xontgagc flsurlacr Co. t RIiIC i3 R.publlc iorttlgr lD3urlac. Co. ' CXIC 1s Co..o!r..lti
iortgaSc lssur. (Pl, ltD), IiI i! IBvastort llort3rae IDsuraDce Co. SOITRCE: foody'3 Invattort Svc._

A2
l2

A€2
N. R.
ll. R.



January 29, 1985
P}II CO}TPANY LOSSES

9600 million

28t more than

Iosses first nine months of ,85

!ecord total 1984 ]osses

rates has helped mi companies as
loans won't see radical rise in

* Larger Iosses projected for 1986

r toans that were originated in 1984 enter their
thj.rd year of maturity, the year in lrhich the
highest nunber of claims are usually fiIed. The
price appreciation of those homes has been 1ow,
giving homeowners who are financial strapped less
incentive to try to continue payments.

* Mortgage insurance losses may peak in 1986 if
claims from 1982 and 1983 loans finally begin to
decline. These are loans ent.ering their fourth and
fifth year of maturity, but because of the values
of homes have not been appreciating as much as
buyers and lenders expected, deJ.inquencies and
defaults continue to mount.

* Positive side: most mi companies have tightened
underwriting and are scrut.inizing 1enders more
carefully and have raised preniums on higher-risk
Products.
* FalI in
d i scoun ted
paynents.

* Nat'1 Assn of ReaLtors expects that home values
will rise only 3.5t in 1986 and will continue to
grow in value at a slower rate than the general
rate of inflation. This suggests that. clain
frequencies in foreclosures will remain highl
especially on lower-downpayment mortgages.
* Problem areas in 1986 will likely continue to be
those states heavily dependent on t.he oil market
and l^umber products.
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ScPt.lber 11' 1986

MOTES FROM !,IOTES EROM THE BEACII

". . . tha butlnaa! haa luft.rad th' t'v'r' 'conoElc 
burdcns of

t"iiiiio"- ,tr"rt n"". b.Gn worklng oa a dlstributlon 3vstem

i"tigila r." itro 'uanrrni-turlnrar' ;n:t 
'i,1":.:-:h'r' 

1! no sucll

,;;l;;. At. r.tall 
"y"ti, 

- thq brcnch"s ar' overdcslgn'd - as a
'.orli.at. pr..anc. th"y art unn'c"tlry "

"...!t la claar that tola ral'vlnt n'i d'l1v'rY t'chnolo91'6 are
rvrtirblr to th. bullnaa. rnd wlll' hlv' 'n 

laPortant b'aring on

both th. .coDotlq ay"i-f"t rnd thc lnstttutlonal and

iog;lZr.guf.tory !rurrorir wlthln whl'ch x' xork Th' 
'xltt'r'c'

"i- itraai tachnologl.a .tronglY tuggttt th't H' thould '1thcr
i..o"iig.t. rnd rrlivlgorii. "it' 

o*-lrfortt or g't out o! thc
bu.ln....ou!cu!!.ntPortur.l.not.conollc.llyvlabl.ov.r
th. long !s.n

". . . I raf.r to . fundlErntrlly n" butlnqtt. ttartlng wlth a

d.dtc.tton to tha con.uor rnd to th' Propotltlon that w' can

;iia; a ..t o! t.rvlc.. th.t 'tll 
tubtt'ntlrlIv t't13!Y-'

;;iiy'; ir-..r.r n.adt ud.r t'!!t 'nd 
condltlont thrt w1r1

.*"'tn. .h.raholdar. .n rd.quta Drollt whl1' crratlng a

t.litni, 9o.1tlv. lnd .tlllghiforxrrd r'l'tlonrhlP xlth th'
cutota! . n

"Our objactlva c.mot ba to b. ln th' 1o'[ butlntrt or th'
aipoaii-u-r"aaa. th. t..L t. not to lun br'nch" nor to lt3u'
..lda. tlraaa rta but ra.s to s .nd - th' bq'ln"t 1! 

'n 'fio'l
on our lf,rt to mga laaoulcaa ao " 

to tltltfy contu'! n'cdt 
"'

'r.. -I c.taooltza tha r..ult. ot our altorttl 1n thr" r'yt: the

"ii,iiitr"i-6i 
rprci. prolrtr rnd th. ch'rrcti! of th' busln"'

orgutzrtton lt..]l. fh.t 1. -

(l) occuFtloa o! 3t!c. - r.long thr" dl!'nrlont:

1. our ahrra o! tha ral.vst t'rk't:
a. rltbta that .hlra - our tt'! potltton or th' thalc of

tha totrl rctua.I u.. ot flEnctrl ttrvlc" lor a

ful,lY uf t that l. r cuator'r; lnd
3. ooi ilverr"fogtcrl Po.ltton - l ''' ' -hoF "P']1'' do wr

[tlriy, to r1t, hd h'rlthy lt th' r'l'tlonthjp'

(f) Prot.ltt - rlong t,o dlr'ulou:

1, .bloluta contltbutlon or Pce: lnd
2 . qqllty or RORA.



(c)

1.

2.

Chtractcr of tha OEganlzatlon - along three djnanslons.

to what extcnt docs tha pork organlzation providc a
h.althy envlronDcnt lor !.ch ol us;

to what axtant do.a tha organlzatlon I!arn and
r.ganGrate 1t3"lf d.veloplng rk.l.lI. and p.opl,e to cope
wlth n.H .nd dlffarCnt probl.or, .nd

to wh.t .xt.nt la tha olganlzatlon a heaithy
contrlbutlnq p.rt ot CItl.corp.

"...4 tat of p!l,o!itlc. h.! b.en rtrt.d: nail.ly, control,
plofitablllty and th.n groHth. . . "

r'..,wa r.J.ct.d r functlonrl organlzrtloD so.3 to bulLd around
tha concapt of th. Bu.lnalr ihnagar. In dolng ro wc r.cogniz.d
thrt wa lay hava aacllflcad rola tila but Harc palauldad that thc
"buatnaaa lanagarrr waa a battar Iong tar& concapt bacau3a: (:)
1t rould butl.d Lola good !r.oplr, (2) lt lEpllcd that w. would
brarl tha CsO lnto un.grabla placar; (3) lt forcca op..rting
1.v.1 bulnaat raaDonal,blllty dom lnto th. orgrnl.zrtlon; .nd ({)
It luula. r b.lrncad "ful.I burlnaaa vl.x."

"tha k.y to dry to dry mgaaant alot l. thrt of thc Eurlnca3
ll&rgar. fh. ton. of thr olg.nlzrtlon.nd th..xt.nt to whlch w.nDull togathar" l. v.ry .uch d.p.nd.nt on th. .ffort! at that
laval. lt l. lrlrclt.nt to lacogllz. thrt th. "p.opla" d1D.n31on
ol our Job l. r lln. r..poulblllty. A ltrtf fuctlon-
parlomal - la not golng to ralntrln th. frbllc o! th.
orgulzatlon. Irurlng that paoDla rra l,1rtlnad to, talkcd to,
DroDarly l[ld, atc., la ona ol tha prla. Job. of a.nagaE.nt.

"...!oat ot our cradlt Drobfarr c.n b. r.lrt.d to onG of two
plobl.E. tl!.t, poolly concalvd cr.dlt product! o! lecond,
loaa ot contlol ol loutlna collact.lon/!ac!1vrb1r Ean.glEcnt
P!OCaaaaa. n

" [ro1[: tha lr.ura of largln. l. r tough ona y.t th.
grrvlou couant. on Dllclng ahould aaka clara th.t wc Eay w.]l,
trava ln oplDrtulty to rratluctura tha butln.lt. At fcagt 1n our
"auDanarlat brnllng" bualnataar tha currcnt tltuatlon 1s
lrilqeaDtabla - [rglu ara too lox.nd dapoaltort.r. tub3ldizlng
borrorara . "



"...tha acononlca
nrgatlve."

of th. dlst.lbutlon systen 13 a stronq

". . .w. h.vG relttlv.ly I1tt1. !.Gl !or thc cap.ci.
d13trlbutlon ryataEr - hanca lor thair aconoElca. It
that th. "output" of th. dlstrlbutlon .y!t.E .fs (a)
tranr.ctlon tlda; (b) trlnutc. of r.rvj.c. t1D.; and (c)

ty of ou!
would seao
ninut.s o:
ilinutes oa

platfor[ t1,8..,.. ...th. cort of di3trlbutlon 1s very hlgh - oo
avaraga (worldplda) aatldg up aoEa 85t of th! nat ravenuas
provlded by cultoE.rr. Hhtla th.!a woul,d 3ccn to b. p.cn:se o:
cort raductlona - thCla rcGd dott lika]y to ba .vallrb]r by r.-
th.tnling .nd !.-con!lgur1ng our dlstrlbutlon .y3t.h rathe! than
through .lflclanct... Such radarlqn do.r not 3t.nd .lonc 5.::
rchtrr to thc fundurntrL butl,norr proporltlon bclm iuoEoiiiZl

'...Thaaa ara ro[a 35 of ua - Dlvj,alon Haada, Bu31narr Managars,
Gl,lO Strll rnd k.y op.rrtlng rnd Drrkrtlng offlc.ra - who 1n the
rggragata hava r..ponrlbtllty to tanrgc th. consuar .ffort. It
l.r lqduantr.lly lnporttnt th.t w.3h.r. vl.s. and forge connon
ball.ft ln tha thlurt ot ou! aftort. tn &y Elnd, w. will, not
ruccaad ulr.a al.l of u! tucc..d. "

"Thr burln[r [anlg.rr tra cl.arly kqy. Ar dqlcrlbcd .ar]1er,
tht. Job *la c!..tld r. tha local Dotnt lor dry-to-d.y busln.se
r.tponalbllltlaa. ?ha .Grt of th. org.ntz.tlon Ir darlgned to
tuDDolt thta ro].. Dlvl.Jlon H.ad. .r. rtrtt.glc E.nag.rs. ?h.y
hrv. laalpnrlblll,ty to rct r. "play.r colch.r', r.tth the buclncsi
a.mgclt rnd lnaura tha auccaaa ol that .f fort but, Eolc
lrDortutly, thay plovl,da an ovalvl.r ot thalr constl,tu.nt
bulnaa... and glva dtractlon to tha dcv.lopE.nt of ou!
affolt....."
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RATES 5/13/86

Mortgage ratea contlnue decllne but pace slows.5 weeks now.

Problem Banks S/fi/e6

Sone analysts bel.ieve bottom reached 1nanother 50 bp.

Angerneuller:

. Why bother to buy, say, a Texas bank whon preference gtvcnto 1n state bldders, and when there are reatrlctlons on expairlononce the purchase ls made.

It,: . buyers market.Under deluge of reflnanclng requeat.,
some lendere rel.uctant to cut rates further.

Slngle dlgl.t for

Late aumner, dropplng

Average term nortgage loan down to 24,7 years in Apri-l fron 25.3years ln March. Loana avarrg! ?at of purchese price, Averagrpurchase prlce ls 112,?OO.

Yellds on 3O ycar troerurtcl, e bollwstthcr of rates, fell tolowest LevGls.tnc. 19?6 - Z.3.tl. Uay ? Bond actlon sold record
S2.? bI-Illon ln dcbt.
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RATES

l/86 - 30 yr fixed-rate mortgages closest to single

i'iiit ii-l'v"uii. coii ' ln""6d mortsase" have a

shot at it. ,"* "*pIti'singie 
aieit-!9 9" single

aiiitl- Bo.,o*,",".."u.i.fl";""1"?ti:i'i:l:;:::erare or

H:tni3: !ili"l}'{o'v!I'-ri-"6-"onventionar
ili.nln!"-iin't aip 6"io*-iotr 15 vear fixed
nortgages might.

FEt-"riFl.)l-1Ll t,AfiAMUS. N j. f l{i:j:a i.r:i a 672



t'lotives for Refinancing

1. Reduce interest cost
Keep the after tax cost of the
interest saved over the term of the
mortgage. Be sure prepay penalty
on orig. loan plus cost of obtaining
loan is less than the pu of the net
interest savings.

2. Realize tax-free cash
Increase total loan amount

Neh, loan = orig. loan ant then
investor has recouped loan
amortization paid during
ownership.

New Loan ) orig. Ioan then
investor realizes portion of
appreciation in his investment.

3. Increase cash flow

o Loan amt. same - rate reduced

o New Loari with longer amortization
perlod
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ScptaEb.r 2, 1986

NOTES:

Aggrcgata brlrncaa at Savlngs lnrtltutlonr dacllntng. pcop:c
lnvaating ln Glnnla llaaa aad bonds. If
th.!. wlll prova to b. poor inv.athanrt
bcttar conauar prot6ction r1sk.

Inve3tnant ln
1ncr6a9a,
e CD 1s a

Appralr.l. cradlt check, and t1tl.c
proc.!aing Mor!9.9. appl.lcatloni.
tlEaa 1905. S.vingr Indu.try 11ll.
aa!1n.nc.d and raatdantlal puach.!.

3carch cauEc for .:.ogjan in
Rcfl tha c.u!.. Rafla arc 3
rccount for S233 blIlron ln

Ioana.

CAPI?AL ADIOUACY

fuch ragtlrtory praaaur. on S and L,r. Thc lndustry ts nore
profltabla, but wlIl cootlnulng praarura to lncrcalc crpIt..l, and
changa .ccountltrg practlca. randar lnduatry lipotant?
?NLBB aaya lore crpltal 1! r.qulr6d
lnaulad lnrtltutlonr and ahl..ld tha PSLIC
Mora catrltal wl]1 alao !orc. omarahlp to ba 60r. vlglI.n:.
IHLBB ranta to.lnclaaaa fao.3i to 6t ov.r.1x yGa!!.

But rdd to thla tha apaclal aaataatant: r,/32 ot ll o! ln3urcd
dapoalta aach (fuartar; lraalva Eortgaga rG!lnanclnga hava 3.t
back lEtltutlonar affort to raatructura thalr portfo.lio. eg.
Lov. to flxad llot uall.bla. PHL8B raatrtctlona on grorth.
Potanthl changaa ln rccountlng atandardr.

HOUSlllo trARXl?

2 rtlllon slt. tn 198C. fortg.g. o!1gtn.tl.onr h.!d.d tow.rd a
nar all-tlta hlgh, and tha lntaraat rataa avallabla on Eoct n.w
aolttrgaa hva rda tha ltdtrn-coat hola r!!ordab.l6 for a laEily
rlth an avalag. lncoaa and r 251 doh-payrant,

CorP.la rlth 19C2: UuL.t .t I lf{ uo1t. .nd 15t r.t..j wid.nlng
gaP batnan tha 9!lca of a radlan cort hora and Hh.t proapactlv.
fllat tlra hoaa buyala cou.ld alforCl to pay.

to lnaura vlab111ty o,

ACCOSHTITG PEES

Propor.l woul.d rcqulre orjglnatLon
loan I1fe. Loan orrgj.nat:on co3ts
rccognlzed aa current axpanr€!.

:-::I:1: ?I!".r"c: .T.kc up ro tt o( toan6,. tnirlal barlnc. ascurran! lncoic to Long aa thG (Gc can ba oflsct by an oarg:f,a:ioraxPatrt.. Change Ln thls could c.rv. Sa bllllon ln rcvenuc fronth. bottor 1tn6 o! !.nd.l.,s tn n.xt,1x y.;;;.-'-'- 
-

lncona to be recognized o1,er
howcvar, wou.ld havc to b.

izl.DiFOl;M ?A;rAri\tS. N...i ,7i5,i it i t. e,
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Riggs - No Fri'l 1s Checkirlg

o No ninumum balance
o No naintenence charges
' N; fee for uP to 8 ihecks nonthlY
o No returned checks
o 5 DhotocoPies free Per Year
' ir-ee initial order of checks

tttDlFoBtvl pAriAtr'lLiS N J 076:rA u S.^. 6/?



Indcx:

Polnts

Rata:

GREAT rESTERII ARM

Ehlbb 11th Dlstrlct of Colulbia plus 2l nargln

No dlscount. AII orlgln.tlon

Elxed for 81x no fror clorlng,.thcn adJuat nonthly.
Custoner is biIled monthly showing what the new note
rate and margin i.s. Customer is given the choice of
capping the new paynent at 7 l/2 (with neg am) or
paying full requlred payment. If rates are declining
the .iower rate appl ies .

:ij

i)
:::i
i:
\l

ii
:;1

Cep.: No annual rate cap, 14 L/4X lifetime cap

Procassing: Accelerated

ConvGrtible: No.

Aarurable: Yes

Julbo: Yes - but premium priced

PMI: NO

Tax on Ins/Escrows i No

Undcrwriting ratlos: 33/38

LTV: 75t and b.lor

A/Ers oriolnatG. Drocaia om lorni
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CIAIORP XITATLNTIC TIGION

PioDUC! A2XgFl?t

PIua' a'

l!!ord.b!I tlly - ux tn
conJunctloa 9t!! a lffa!'
arra (..a6d) Plra! l

sorrgrg. !o ld.r loul

xlnua'a'

!or.IIy n.e lrl Sltq.:.
0.y D. cor. rllord.b!..

Parca ol fllnd - knov lht
ronlh]y coa! (dua to
'!txad'ar!a laatura).

&ra dorn9alianl
r.qulrd-tonIYIo.:
uP !o 901 Ltv on out
Saconda va. 951 on
?lr a!a,

- nOn-pUqha &
6on.y (.,9.
daD! conaol !_
d.!lon, iooa
l!9rov6.nla,

Allord.biIlly - roa.
al!ordrbla (Idal lnaalaat
coa!a) than olhar DoEroYlng
aI !aEna!luat.

Atlord.blltlY - IoY.a
tunlnly ?aFanla lhan ocha!
bot!oYlng aIlafnatlgaa dua
to Ion€ar raDtFant laaa.

l.Y artaa - nov la !m lba
!o'toci rnlo'loY 2n<l

asaaa concalnd aDouc
q.rptru tnE thalr
hoa.r a aquliY.

'bcl.d tn' ll !.1.t
fiEt.:ll-

2. OlXl
(v.r!.bi. il!a)

allord.blllty - IoYal
lncar.at coa!a rao nontily
9.F.n!r lhan oih.! cr.dIt
aIlarna!lvaa. S Polnla or

.bout tr9Dlnq lnlo l[a
aqully ot !h.lr hot..

,aaca-o(-rlnd -

anruat laaa.

lt.rlbtllty - c- !h.
aaoun! eantd, Yian.var
naadd ldua e ciact_
Et!lngldr.lB !.ata.).

Paaca-ol{lnd - !u!ura
lniaEaa! lrqa lncraa&l
uncar !rtn,

!. !0 E. tlr.d A!foad.bllltY - IoY r.!..
9a. 9arl yaar.

?.rca-o!-nlnd - lnov tM
,onthly coa! {'!lrd') .

'bct.d !n' ll :r!..
dacE aaaa.

u9(AOn! nola rrEa lt
nlghas lhan -na oliar
la! &alg.g.
aI ialnal tvat r

xalda! !o qu.ll!y (dua
to hloh.r no!. ia!.).
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Paaca-o!-nlnd - knov lha
Donlhl,y co.! ( 'l lx.d ) ,

Hlnui' a

f,.y ior qu.Ilay rlrh:5
F. aROrilaatlon.

'bckd ln't! rrr.!

u9 lEont aar. t. t!Cn.:
thrn 36a oth.! l.!
trortqrga allarn.ilv.r.

tar dv.atagaa ara:.aa
thrn a6a othar laq
xoatOaga al larnativaa.

I0 Yr. ul,loon llo raal'plua'a' in culaant haca-ol-!lrld - nay 10r
qu.My le r.!1n.ncl19
rh.n b.lloon t. du..

Pa.ca-ol-nlnd - iatat
!.y lncEar, - pay ioaa
vh.n ball@n ta dua.

!txd.
6. REH/S1.9 nS Butld up .qutay !..t.r- l3 Uta hlgh.t th.n AS ridyr. larr. l5 E, lkd.

br.r lnltl.l r.t. rh.n 30 'Lctd ln' lt a.c.r
It. !lr.d. d.c!a.a..
haca€!{lnd - lnor tha
9arcan! o! Y..EIy 1ncr..e

b.lG !o qu.illy v., l!
Yr. !txd.

PaFant lncraraaa.

?, fHvyA l.,...Y.r cloatnO co.t. ( lx^ - &Iy -.lIco.la norL.lly 9.!d by avallabla.
{IIar, vA - no u9 !aoo!
coa! ) .

Ioan rl taa

aiv.

P..ca{!d!,nd - a.r. ll
llrd.

tD tron!:aaa uaually
lo.d.d tnlo p!tc. o!

Lyar dorng.Fant ..qulr.d. clllcol9 lt ar9an
v.. orh.r ttlA/VA
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Decenber 12,1985

@en Ended Bome EquiEY (oEEE)

Total hone equity in 0S: S3 trillion

Impllcations: tf 50t of this eguity taPPedr then it
rro-uld double the anount of consumer credit currently
outstanding in country.

Logica} Eodification of lradltional second nortgage
tending ln resPonse to modern earket conditions.

Product DescriDtions

Revolving credit PIan that is secured by the equity ln
the acco,int holde-r's prlnclpal drrelllng and uay be
accessed lhrough a check, credlt card, or ATI{. Anount
of tir" deternined bY equity value ln hone. Rate tied
to lndex - credilors priDe rate. tsually Interest
paynent due each Donth (and perhaps PrinclPal
ieiuction). Flexible repayn-nt schedules - usually 5,to
io years. certain initiil-costs: or19 fees, aPPraisal
costs, and nortgage taxes.

Product Advantaoes:

r rateg loner because fuLly secured
r advances as needed rather than lunp suEl
r accesa Process not conPlicaEedi exPensive tlue to

rePeated financlngs.. bairk can offer larger Ilne of credit
* well Euited Eo upsiale custoner who does not fear

financ ia1r innovation and flant to carefully leverage self ln
manner suitedr personal financial Plans

Di sadvantaces

r consuner risks losing home if he canrt neet
relative
snaLl rePaynenEs.

Bank's viewpg!&E

r loan risk reduced due security
r imProvement in profitability due larger loan

balance* healthy spread due variable rate feature
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Marketino

need upscale, sophist.icated
direct nail exec 1evel customers
mortgage custoner cross-selI
higher incone deposit customers
upsell to card, unsecured, or other oehe custoners

Documenta t i on

account a9reement
mortgage/deed of trust
possible state tax lar recording regulrenents

Disclosur e

r truth ln lending
* lmplementlng regulation zr disclosure stateDent out11nin9 terE6 and condiliongi periodic stateEents recapping account activityi care should be taken in drafting

security Problens

t be careful rhere sone state larrs do not pernlt the
secu r ity
interest ln future advances to date back to the
or19lnaI filing. In lhis event, residentially
secured loans nade by olher creditors durlng the
perlod betrreen advances under the plan nay attaln a
higher Iien priority than sub6equent advancesr need due on sale clause in event customer sellsr look at first lien. a. is there a negaEive an
feature? If so, loan principal could grou to 125t
decreasing the resraining value that secures the
second posilion. b. if ARlt, Dake sure that the
borroeer can nake payBenE in future and that first
lien holder h,on't be forced in to repossess.

Rioht of Recision

Federal }aw: In connection with a credlt plan in which
a securiEy interest is or rri]1 be retained in the
consumer's princisal dwetling, each consumer whose
ownership interes! is subject to the securit.y in!erest
has the right to cancel lhe loan Hithin lhree business
days,

t
t
t
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O! 19 ln!! lon i l. 0t

Sugga!!.d

5l _-\ Dlscoun!

y..! flr.d

sugga3t.d p(tcing iO t..r !m :.OO barls potnt dllacount on
curr.nt Pllcln9,trot. ht. 10.751 Dl3count 2l

Orr.9InatLon l.0l

rc!. M!. r0.73r *O!lgln.!lon l.0l '

currant P!

_lgallga loan rlza
Praath!! 9aa&Iur (l0g b.p.)
c!i91n.tl,on !c. (lIl)
D1!count (Il)
iv!!labla Erpanr..
Con!aibution to tlx.d Erpanaa
rt irad trpanaaa

N.t pcr loln

Dlacounl 2t

Prlclng 30 Yaar fm I25 br!13 Dolnt allrcount on

--4i0,000/'E \ 7t0_:.9,,13i{
(350) ,
350<.//

r]oo z
(950)

r EstiD.t.t du. to updatad orlglnation arp.naa pa! loan not
b.lng auoalttcd.

Rational. hala I! th.t rt 1..!t y. vou!.d b. B.klng a
conlr:5uilon to !lrrd cortr. Lo.na @at ba dalls.lad eilhin 50
daya to avolC priclnq hits.

fiir iir tli:i A|,l tlAHAM(.il,i. N. t. {r:!i::r:i lr i-\ {. d ;J
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SEr.tegy: 0!fe! 5.!ou Eiilnun [(k.t trt.a !n h.rka!9 rharc
r. haec idI. clpaci!y. R.ert.bIi.h aala!lon.hlpt cl.!h.!r1to.s.

56r,t! A,.a
A!-tr8.!ir

IOBA
.941 not. R!t. --gJt Capa

I.rgln: _?50 O!19lnltLon
2/ta.3
l.2st

Cu!!u! - Sugg.lt.d Plicing - On6 yaar N
80ta
.9{t Ior. R.t. 9.73r Crp. 2/La.3

I.rgln 2str- OtigIn!!Ion I
uirglnlr

Vlcnn. - S!.tagy - Li.!.tlec crp la ol uJoE 1!po!t.rc.,
llao, tb.y d.tl.e Lo ofla! a lor.r uagln than coapatltora brclu!.
tbay laal thala lB. t.!9.1 urkat.

- Srdg.lt.d prlcl.d - On. Y..r rtx

BCA.8
.93r

8rr

89r

Not. R!t. 6.001 caPa
Hrrgln 275 Dllcount

Not. Rlte 8.001 caPr

2/Ll.3
ll Or19!n.tlon tl

- Suggcat.d Pricing - On. Yalr Mn

NoCc Utc
xarg ln

8. S0r Crpr
275 Dkcount

2/ta
1t

t!rgln
9.251 C.pr

22O Dlscount

sugo.<t.d D-rcrn9 -10 e.ar rN{a

Pr
Elr.lBodll.ir[!E
'lc in9.

Ava!r9.1orn rlr! 100X
0ri9ln.tlon f.. (l,l)
Plsi!h!u p!aoiur (108 b.?.)
Di.Ecoun! (50 b.p.)
r/!rilbIe COr!!
Conlribution to flr.d costa
Salary Expansc ler Loaa
Fircd CosE par loan

Nat P.r Loan

r1000
r1080
r (500 )
r (:10)
s1270
r 9!6
r 117
l 17

92t 2/La.S
2t o!lgtnalion 1l

- Advir.d Lanca to dircon!i^u. p!.!luB

5r'



MORTGAGE INSURANCE INDUSTRY PROFILE
IHROUGH FIRST HALF OF 1965
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IN$DE T,{ORfGAGE RXANCE November 1, 1985

EPIC EXPOSURE COI{PARISONS

Company
Hoody's
Ratings

E8t. Combi ned
Pool a Primary

liaxi mum Loaa
Exposure to EPIC

J une J un€
1985 ',r985

Total, Total
Risk Capi tal

TICOR Mortgage Insurance Co.
Republic Xortgage Insunance co.
lliEconBj.n Htg. AcceP. ConP.
xortgago Guananty Ins. Conp.
coomonseal.th tlortgage Asaur. ( Pl, HD)
Pl{I l{ortgage Insuranc€ Co-
Inv.stors l{ortgage Insunance Co.
United Cty. ResidentiaL lns. Co.
VEREX Assuranee, I nc.
Foremost Guaranty conp.
G.n€raI Elect. Htg. I ns- co. ( oH)
U. S. Hortgage fnsuranc€ Co.
G.neral Elect. Xtg. Ina. Co. ( NC, CA, PL)

B1
U. R.

A1
Aa3

U. R.
t1

U. R.
Aaa

^2
^2Aa2

N. R.
N. R.

$166
$'t 00

$60
$15

N. A.
i7
i5
$r
$3
$2
$2

}{. A.

i4,2lrll
$2,333
$5,203
$5,769
01,261
12,586

N. A.
t2.536

s198
172

$5 oo
s21?

i63
$193

$95
$er9
0zu3

$81
$110

$11
1115

N.A
01,57

i16,35
t4, 73
i1,26

9
6
2
4( Est $8 m)

I ndustry Totals $394 s53. 295 t2,117

rOIE: UR .latrs utrdcn rcviGr for r rrting. fn ralDe not rltcd. lll ra.!s not lvti.lsbla for
dlssetrnatioa. Capital is dafiDod by cootiDaaDcy rG3arv!! plut policybolder surplut, llcnIC
it lrBitcd Gty. Residantial Ia!. Co,, CEXICO it OaDrrsl Ellct. ft3. IBt. Co. (OE' fC' Cf' ?L)'
llCIC is lortgate Guaranty I[s. Corp. , Pfl it PiI ;ortgagr lasuruacc Co. , xXlC l! flrcolail
Xt!. lccep. Ccrp. , fEREt i! VEREI lr3ur.nc., IDc. , PGC i3 For.roat Gurr.Dty Corp. ' fltlc 1r
ttcon Xorttage Ilsuranca Co., niIC is RcA[bllc lioctg.g. ILsur.Dcr Co- , Crllc 1! Co.ro!r..lti
l{ortgate lssur. (Pl, XDr, tfl ls IDvastorr tlortar3a IDsurlDcs Co. SOITRCE: lioody'3 Ilvaatort Svc.



January 29, 1986
PI,{I CONPANY LOSSES

S600 million losses first nine nronths of ,g5

28t more than record total 1984 ]osses

Larger Losses projected for 1986

* Loans that were originated in 1984 enter their
third year of maturity, the year in which the
highest number of claims are usuall-y fiLed. Theprice appreciation of those homes has been low,giving homeowners who are financial strapped less
incentive to try to continue payments.

* Mortgage insurance losses may peak in 1986 if
claims from 1982 and 1983 1oans finally begin to
decline. These are loans entering thej.r fourth andfifth year of maturity, but because of the values
of homes have not been appreciating as much as
buyers and lenders expected, delinquencies and
defaults continue to mount.

* Positive side: most mi conpanies have tightened
underwriting and are scrutinizing lenders more
carefully and have raised premiums on higher-risk
products.

r FaIl in
d i scounted
paynen t s .

rates has helped ni companies as
loans wonrt see radical rise in

r Natrl As6n of Realtors expects that home values
will rise only 3.5t in 1985 and lril1 continue to
grow in value at a slower rate than the general
rate of inflation. This suggests that claim
frequencies in foreclosures will remain high,
especially on lower-downpaynent nortgages.
* Problem areas in 1985 r.ri11 IikeIy continue
those states heavily dependent on the oil nark
and lumber products.

to be
et
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SQPt.DbQr 1L 1986

!{OTES FRO!,I !{OfES FROU lHE BEACH

,, . . . tha buatnart haa aulf.rGd tha aav.rc aconoEl c burd'ns o!
t"iiiii"" whlch h.vc bc!tr Horklng on. a- dlstribution 3Ysten
ill-rg".d--t.t itrc 'buttng'Lurrnirr' ihcn ln lrct th'rc lt no such

ir,i"E. ra. retrll syst-u - thc brtnchce ar' ovcrdcsign'd - as a

."ip3tata pra.anc. thGY.ra unntc'rt'ry "

"...1t la claar thrt 3oEa ral€v'nt n'w d'llv'ry t'chnoloqles are
evetlrblrtoth.bu.tn.''.ddrllIh.v.anlBport.ntb.arj'ngon
;;;;---;;. 

- .io.otr. avnirrcc rnd th" lnstltutlonal and

ilo.rltig"r.a"ii ii-."".it '1thln 
xhlch F Hork' th' 

'xl3t'nc'
;;--;;;a; technologtcr .trongly lugg'rt th't w' 3hould Glth'r
i.."niig.t. rnd r..i;vlgor.tr oir' om-iffortt or g't out o! th'
bu.lnaat _ ou! culrQnt lroatult lt not 'conoDl'c'lly 

vlebl' ovcr
tha long rs.(

". . . I rafar to a luduantrtly n'r butlnctt ltartlng wlth a

d.dlcatlon to th. coMurr ud to th' propotltlon th't wc can

;i;;; . ..t of i.!vlc.. th.t rttl tub'trntl'lly trtl3fY-a
;;iiy'. iiu.ci.r n..dt sd'! t'r" 

'nd 
condltlonr thet *1ll

"*"-'tfra 
ahar.hgldart rn rdaqut' grot't whl1' cr"tlng e

illi*til- ;;iii;. ud .tr.lghitorrrrd rrletlonthlp '1th 
th'

qutoaa!, "

"our objacttv. c.sot ba to ba ln th' lo'q butln"t or th'
aap"ait"U-i"i.a' Tha tatk la not to run brrnch" no! to lesu'
aaiaa. ?hat. lla but la.ru to u and - th' bu'lnc'! lt 

'n 'ffott
on os If,rt to ..mga taaootaaa ao 

" 
to t'tltty coniutr n'Gd3 "

nl - -.I crtGo!18. tlra laaulta o! our .atorttl ln th!'e vryt:
rii"iitr.i-6i -grcr, prorltr ud tht ch'r'ct'r o! th' bu3L

orgulz.tlon lt..lf. lh.t l. -

(f) occuFttoB o! sD.c. - 'long 
thr'r dlr'ntlont:

our atur. o! th. !.lav$t [!lat:
rtthl. th.t .h.!. - our tta! Potttlon or tht thar' o!
tha total acturl uaaa ol flmncl'I l'rvlc" lol a

lullv utt thrt la. cuttoa.r; rnd
o[t--iry-rroloelcrl lrc.ttlon - 1''', hoH "w']1" do we

-tf.iY, to ,lt, hw h.rlthy l. tht ltl'tlonthlp'

Ploflta - r.long tro dllaulonl:

rb.oluta contllbutlon or Pct: rnd
qu.llty or RoR .

the
naa r

(B)



(c)

1.

2.

Chlractar o! the Organlzat.lon - a.Iong thrac dln.nsions:

to what axtlnt doaa thq work organlzation
h"althy lnvlronDrnt lar ?tch of ua;

provide a

to Hhat cxtant doaa thG organlzation learn and
rogancrat. 1tr.lf d.v"loplng rk1.l1r and pcopLe to cope
Hlth n.w .nd d1!fcrlnt probl.Ea; .nd

to ehat axtant 13 thc olganlzatjon
contrlbutlng p.rt of Clticorp.

a heal thy

". , ,a rat of P!1orItlaa haa baan strtad: nahaly, controt
protlt.blllty rnd th.n grorth, . . "

".,.ea lajtctad a lunctlonal. orqanlzatl,on io as to bulLd arouad
tha concapt of tha Bualn.r. !Ln.g.r. tn dolng 30 w. r.cogniz.d
that ra lay hava aacrlflcad tola tlDa but HclG parsutdad that thc
"bualnara Lanrgar'r Hla a batta! long tcr! concapt bacause: (1)
tt eould bulld !or. good p.opl.; (2) lt lDptl.d that w. woul.d
blarl tha CsO lnto mn.gIb]c gl,acar; (3) 1t forc.r operating
l,av.l bul.n..r r.aponalblllty dom lnto thc org.nlz.tton; and ({)
lt .luuraa r brl.nc.d "lulJ, burlnaaa vl.x. "

"!ha kay to dry to d.y un.g.rant alot Ir thrt of tha Eurlnesg
l{urgar. Th. ton. ol th. org.nLz.tlon.nd th..xt.nt to whlch wc
"pull togathar" la vary ruch d.p.nd.nt on thc .flortt at thrt
laval. tt i,a laportrnt to racogmlza that tha "p.op]a" dlD.n!1oo
ol our Job l. r l.lna rrapoulblllty. A rtrff fuctlon-
paraomal - !a not golng to r.lntrln th. f.br1c of th.
orgulz.tloo. Irurlng th.t p.o9l,. .r. llrtCnad to, t.lkqd to,
paolf,aly D.ld. atq., ta ona ol tha prla. Jobr ol Etnag.a.nt.

".,.roat of ou! cradlt problaD cln b. r.Iat.d to on. of two
problaE. tlrat, poorly concalvad cradlt product. or lccond,
lorr ol control -of routlna coflactlon/raco.lvrbfq EanaqcEcnt
Procaaaaa . n

" [rqr,u: tha laauaa ot lrrglnr la a tough one yct th.
provi.ou souantr on prlclng ahould [k. c.I.r! th.t wc Eay wal]
hrva u opportulty to raatructura th. bu.ln.!.. At leatt ln our
"augartarlat banllng" bulnaart tha curlcnt tltuatl,on 13
wcc.pt.bla - ulglM.!. too lox ud daporltort e!..ub.Idlzlng
borronrt . '



"...tha aconoElca
nagatlva, "

". .we havc relatl.vcLy lltt]c faal for :he cap.city of ou!
dl,atrlbutlon !yatae3 - hanca for thal! .conoElca. It wou.Ld seen
th.t th. "output" of th. dlrtrlbutlon gyst!n is (a) nj.nur.e oa
tranr.cti,on tldc; (b) dlnutcr of 3!!vlc. tj.6.;.nd (c) E:.ut.3 o:
pl.ttortr t.r,Dr.... ...Th. cort of dl3t!1but1on 1s v.ry hlgh - on
avarrg. ({orldHld.) e.tldg up 3oDG 851 of thc net rcv.nu.s
provldcd by curtoDrls, Wh11. th.re would 3.en to b. p.cn:se o:
cott raductlonr - thc!. reqE Eo.t ]l.katy to be avallabl. by r.-
thlnklnt .nd ra-conflgurtng our dt.trl,butlon 3ystcn rathcr !han
through .lflcl,ancl.r. Such radarl,on do.! not st.nd alon. b,::
rrlrtrr to thc lundenontrl bur.Ln[a oroporltlon bcIrc !uoE6iiiE];

'...thaaa ara ao[a 35 of ua - Dl,vlrj.on Hardr. Bu3lnarr Managar3,
GHO Statt and k.y op.r.tlng rnd [.rkct1ng offLc.rr - who ln thc
aggragata hrea laaponrlb.lltty to lrnagc th. consuer .!!ort. Il
t. fBduantrl.ly llportant thrt *a .h.r. v1cH. .nd f org. coBEon
ball.fr ln tha thlurt of our allort. In !y Etnd, w. will not
ruccaad ulaaa rll ol ua .ucc.ad. ,,

"tha buln... !an.g.rt rra cl.arly kay. As da.cr1b.d .arl1.r.
thla Job rta clartad a. th. foctl pol,nt fo! d.y-to-dry burln.ss
!..9oulbll,lttaa. fha rart of tha olgrnlzatton 1r d..1gn.d to
tuDDo!t thla rol., Dlvlrlon H.ld. .r. .trrt.gLc ianrg.r3. Th.y
hrv. raalEn.lbtllty to tct r. .play.r colcha3,, H.lth th. burlncsi
Er[galr rnd ,Mura tha aucc.ra of th.t .!f olt but, Dora
l.portantly, thay provlda aa ovarvlax of th.1r con3tltuent
bu.lnaaraa rnd gl,v. dllactton to tha d.ualopE.nt of our.f fort.. . . , "

of the d19t!.l.but1on sy9t.m 13 a strong
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RATES 5/13/56

Mortgage ratea continue decllne but pace sl.ows. Slngle dlgit for5 weeks noH.

Problem Banks 5/tg/A6

Angerneul ler :

why bother to buy, say, a Texas bank when preference glvento 1n state bidders, and when there are restrlctl;ns on expa;8to;once the purchase ls made.

sone

Sone

Itrs a buyers market.Under del.uge of reflnanclng requests,lenders reluctant to cut rates further.
analysts bel,ieve bottom reached in ]ate aumner, dropplnganother 50 bp

Average term nortgage loan down to 24.7 years in April fron 25.3years ln March, Loana average ?{X of purchase p;lce. Averagepurchase prlce la 1 12, ?OO,

yej.lds 
_on 30 ycar tr.aaurLcs, e bellweather of rates, felL toIowest Levela 6lnce 19?5 - Z,gZX. May Z Bond actlon sold recordS27 blllion ln debt.
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RATES

l/86 - 30 yr fixed-rate mortgages closest to single

i'ili. i.-z';";;;. co"i' in"ut6q.'9It?1s:" have a

shot at it. "", .*pu"i'"ingi" aigit-!? 9" sinsle
iiiitl- Bo..o,",".."u.T.fl"1"'i"iti:i'i:l:;:::erare or

Ti:tnifl; !lll"?!'lo'v!I'-ii,."i-conventionat
i'li.nIIi"'iJn't aip 6"r"'-iot' 15 vear fixed
mortgages night.

irEorF()Ri.l pAtrAM\Jli. N. r. 0:1652 lr :i a 6;t
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I'lotives for Ref inancing

1. Reduce interest cost
Keep the after tax cost of the
interest saved over the term of the
mortgage. Be sure prepay penalty
on orig. loan plus cost of obtaining
loan is less than the pu of the net
interest savings.

Realize tax-free cash
Increase total loan amount

New loan = orig. loan amt then
investor has recouped loan
amortization paid during
ownership.

New loan ) orig. loan then
investor realizes portion of
appreciation in his investment.

3 fncrease cash flow

o

o

Loan amt. same

New Loari witfi
period

- rate reduced

longer amortization



eFmY CRm rr ovPRu' ry

Elt!.lL!!!!J56Po ! i t i on

To lav.ragc lhe oortgaga relaEionshj'P and deaPan oqr consuEel
iEn.tlrtl;n by house[oi,d in Iin. ultb sller o( s€ond !(ortgag..
rnd Inaurance.

Bar.h.or&

A rc.dy cEedlt llne i3
llnlncltl need8. Boao
crrpatlng, aPPlianc!s,

brndlng each ncv

a ollural resPon6e to a hoEc buyar's
buyer! arc cartain to nacd nav fulnrlu
eta., aft.r buylng a hoEG. Providlng

lchaacs is gur ansucr to Coldvall Brnka
agGG a Saarg cradi! crrd.

lat
tb.
r'3

lArxr!--0!saltll!.ily,
o t{ortgage Sourccd - lha 1986 Pl'an cal!'s loE a00 Hld-Atl'utlc

rcrt;aie custoDcrs Eo accGPt Ready Crcdlt. Thc ltld-Atlutic
noqi6n'cill cross-scll custoEa13 thEoughout itt nloa ataccs,
uh;rear thc Cenlral R.gion vIl'I SGII chc Product only to
uiini rcsiacntg. llld-Atlanttc vill us. a coobln.!Ion ol
ehon€ and uII uo c!oa! 3aI1 tbc Producf. C.ntral, hou'vGr,
itll oc aole Eo disculs croas-sell P(oducts vbcn !b' mrtgagc
rpPlicaclon ia talcn.

lortgaqe custooarr rho accQpc R.ady CrqdIt-ar. qPactd co
iitri6ii arrcat p.rfet EePaiDGnt bahavlor for-Eb. lln. o!
.icait. gecausi tba 1,1n.-oa crcdlt Ylll b. of!.r'd by t'h'
cualoDarrs mrtgag. lrltitution, hG tt llkaly-lo lael a Yary
rtrong lGspona15i,ltty !o aintrin an outatrndlog PllraDt
rccor6. In fact, tha fav dcllnqucnt accountt in our
portlol1o YGrr sourccd al Proapcctsr !o.o3 of our cto3a-a'l'l
cuatoDcrs i8 ln a Part-dua stata.

o Dlrcct MrlI - Rernc dlrGcl uil 8ollcltatlon! bavC- ai*nttr.t.a that ProaP4clva cultoDcEs ara,vary rEGPciv'-to
our p.Le-a!9.(ovld l'lnc! ol crcdlt. Grovth ol our Rcady Cr'dig
r"it?olrc-Ii**qh Ehi! tr.dluD ui'11' Provldc a 1ar9c, higbly
iro!ltabtc clogi scll bala lor the Divlsion't aorlgagc and
ii.o.lity products.

Ild-Atlanllc ulll solicMonaoencr! rhoaa houlGhold lncoE t
arG r25.OOO or rcr. in an Gffort co add.PProrlut.Iy 6500
i""ounti, Central hrt targ€tcd resj'dGnts of Cltlbanl ulj'ncrg
Sranch lradtng .r.a rho hava hous.hold incooal of at tealc
iis,ooo. TbG;e dlrrct uir Prograna arG Projcctcd to yirld
n.v custoEcrs vith .n avaraga linc airc of t4800'

P{nrnclaI3

PCB froE ltld-Atlanttcrs portfol'10 ulll lncE.!sa froD (t77[) in
1985 lo 581[ rn 1986. Altn vlll trhlbi!. sblrP u3. fro! ta.{[ in
1985 lo sI5.7!f in 1986. tld-All.ntlc's accoqnt b.s. Y1II rGach
15r000 nart year, a l00t incraasa oYCr our eti3tl'ng account ba!".

-/

t
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)Iovember 20, 1986

Problems faci.no S and L industrv:

Real Estate Loan Losses. Adverse effect on thj.s type o:
lending due new tax regu.l.ations.

Accountj.ng standards. 1.
ruLes for income taxes
bi.llion,

Loan fees
?ot ent iaI

2. New account:nE
combined cost: SB

Increasing mortgage buslness competitlon. Insurance
coBpanies, retaiLers, autonakers and container manufacturers

Spectre of rjsing rates. Sone S and
restructuled fundlng out of fixed rate ]oans

L's have not



f STRATEGY OPTIOBS

o Low coBt supplier
o Niche
o vaJ.ue ddded

C & S VIUE AI)DE-D STRATEGY

o Update Lechnology
o Ngw products/services for upscale
o Up feer oo checking lo lcare off unprofitable

r6latrodrhips
o st6n a!trition w/new product-

I5 free checks, small rervlce charqe.

LOTI COST SUPPLIER

o Broad market place
o Lov priced productr & s6rvice!
o Surtaincd high capital
o Ma!! distribution thru low colt dlltrrbution syltem
o HoId op6racing co.ts
o Enployee incentive companlation
o Hsavy lechnology inve!lnent
o ?6nd to b€ largert fir6.

tlcal

o On! or narrou narkat acgment
o Not good for do.t banka dua to wcak Market Research/

Harka trng
o Craatlvq
o Can t .fford high co.t dl.tribution so danger of

cdp.titor! oroding nlchc

vAttt ArxrtD

o Broad 6arkGt!
o Enhanca producta and rorvlcea
o Ho.t viablo stra!.gy
o Avoid! G!ri,v. rcar,. inv.!tu.nt! of low cost supplier

rtra!.9y
o Raqui,ra r a6rvlca d6dication coMitnant to cuslomer and

product dovelopnent



STRATEGIC OBJECTIVES
FOR SAVINGS II{STITI'TIONS

Foreusord

This report on the stratc{,ic objcctives for
savin{,s institutions is thc rcsult of intetrse
stud-v. debate and discussion amon( the mem-
hers of the U.S. Lea{,ue's (lommittee on Eco-
nomic Affairs under the chairmanship of
William II. \\hller (19fJ'1-1J.5) and Theo H. Pitt
.lr. (19Ft6). The t'.S. Leaf,ue's Executive Com-
rnittee accepted the recommendations tlf the
Oommittee on Economic Affairs in Au{ust
l9l*6 and authorized their dissemination to
the Lea{,ue membership.

Like all such statements. the strate{,ic ob-
jectives for s are <lffered in
the spirit policy
directi<ln. sc()pe
and ret'lect not onll' current economic and
c<lmpetitive circumstances. but also tuture
circumstances t() the extent that thel'can be
f<lreseen.

AccordinQly the U.S. League u'ill contintte
to review. evaluate and update the stratcf,ic
objectives for savin{,s institutions as future
circumstances chan{,e.



S

Preamble

Thc 0rou'in{, lrftluence of .\nrerican tirrnilics
and thc dcvelopmcnt of neu' financial teclr-
n<llo{1' have incre:tscd both the de mand of thc
h<luschold sect()r tirr:r s'idc r:rn(e of financi:rl
services and the nunrber and vrtrietl' of sup-
pliers o[ thosc sen'iccs. ,\s lon{,-standin{ pro-
v i d c r s o f f i n a n c i a I s e n' i c clS-tdTE-e-h6-rr^s ChiiId

sa

cial

a-'rros institutirns ha'e cnjoved rcmark-
able success in thc achievement of their rtri{-
inal objectivcs: thcl' are primarily rcsporrsible
for establishin{ the primnn' mort{,a[,e markeL
<lne of the lzr4lest se{,mcnts of the larAcst finan-
cial market in the world. and for providin[ the
facilitics throu[h u'hich all ,\rnericilns can
savc and eArn a market rate of rcturn on their
funds with convenience. safetl' rrnd liquiditl'.

The opportunitl' for savinfl,s institutions
to provide financial sen'ices profitabll' w'ill
continuc to be tirund primarily in the house-
hold sector: households u'ill contintrc to bc
the principal source of the tunds that savinfl,s
institutions mobilize. and households u'ill con-
tinue to offer savin{,s institutions thc highest
quality :rssets in both home mort{,a{es and
consumer loans.

(j



In this sense. savin{,s institution ()pera-

tions carry on a lonfl,lstandin{ tradition that
masks important and t'undamental chan{,es.
Savinf,s institutions once represented virtualll'
the only institutions throuflh rvhich workin€
class families could obtain financial serviqes
on reasonable terms. But today. the institu-
tional infrastmcture is in place to meet the
financial needs of the vast majority of Ameri-
can families. The role of savin{,s institutions
is therefore less one of creatin{, such an infra-
structure and more one of maintainin{ and
improvinf, it.

In response t() this chan(e in emphasis
and to the need to build a
base. the mutual 1'-

way t() stock owner
success ceases t()

measured in terms of thc personal savinf, rate
and the homeorvnership rate and comes to be
measured by profitabilit-v-a reflection of the

""o.o*i" "ffif 
the quality of finan-

cial sen'ices rendered bv these institutions.

As a matter of public policy and financial
stability. however. savin{,s institutions. alonf
with other depository institutions. have been
deemed to be vehicles for the presen'ation
and pnrdent application of capital. not vehicles



for the employment of venlggi:. -eapjtal.To
affintercst is sen'ed. re{,u-

latory a(,encies have been established to oveF
see the operations of savinf,s institutions.

Until recently, the re[,ulations promul-

{,ated by these af,encies severely restricted
the activities in which savinp,s institutions
could enga$e; specialization was determined
at least as much by le{islative and re$ulatory
fiat as by market forces.

TLrda-v. have been sub-

stantially' relaxed. such

-the and sclundness tlf operatitln than
oire ofdircctin{ thc fl(iw olr:rcdit.

Barrinf,a t'inancial crisis of cosmic propor

the "nutrket"
mlnes mLx sen'lces

circumstances. savinf,,s institu-

w

tions will thereforc Provide consumer

tion with



and commercial lcndin0 sen'ices as *'cll as
theTimirie traditional home constmction and
home purchase financin(,. Incrcasin{11'. the
similarities amonA markets will be far more
powertul determinants of similarities amon(,
savin(s institutions than the ref,ulatory frame-
work.

In short. in respondin{, to market forces.
savin[,s institutions have alreadl' beSun to
adopt more p,enerilized functions within the
financial s-ystem. namely. to mobilize and
mana{e tunds for the acquisition of earnin(,
assets. renderin{, financial sen'ices to other
economic entities in the process.

Thus. savin[s institutions are no krn{,er
just in the business nf housin{, finance. nor
even in the business of real estate finance:
they are in the business of renderin{, financial
service.

In recofnition of these chanp,in{, circum-
stances. the LI.S. LeaAue of Savin(s Institutions
offers the folkrwinf strateflic objectives.



Stratefic Obiecthses
fo, Satsin!,s Institutions

o In reutpnition o.f the hif;her depree
qf interest rate risk und credit ri.sk r/rr1r ..* rr
ytroduct r1f both lrouds int:estme:nt opporat
nitie s and c /css .sroble ec ont tmic en'cir onnrcnt,
satinfs in^snnttiott^s seek to establish ctnd main-
tuin signifi.cuntly hi{her net worth rcrios.

o 7b preser.-e thar traditioftil irule-

ltendence m seannn{, -furuLs.for leruling,sacings
in^sdrution^s seek to maintain u stron{ renil
deposit ba^se buik on s)stomer kryabt'thruqh
sen-ice qmli4,.

o 81, 'uirnr e o.f their exputuse and
nturket position, strrtn{.s irmriruriolus r!,'tll ctm-
tinue to unh.ze u significant proporarm rt.furuLs
ut their dLsposul in the-hrumcin! ol residential
real estate.

o ftt minimixe their exposlffe to r[sA

und to stubilu:e thetr eurninfi,s ot'er the bnasiness

cycle, hupe'^er, sat'in!.s insrirurion.s seek to
diverslfy thar locm portfolios n inchule crm'
stmer loan^s, c\tmntercifil kxms urul eaen direct
inaesmtqtts in reul estate und aommersal
'e^entures.

Sauinf.s insrinrrions reco$nixe that these

oblecrices cunnot be uttuined Jiill1' thrcn4h thar
e.ffu rtsttlone.Acurdin$lt*,.sot.'in!.sinsrirudon^s
hut:e u pu-o:erful interest in-fostuin! an opqat
inp erv;ir ortment c oruluans e to the ac hiec' ement

oJ it^s tru.stness obTecrioes. Such an err)ir(mment
hasfrrur dimension's:



1. The Econom3t
a. As port-folio lendqs, sat'infs ir^-ri-

rutirms stry ort economic policies that promote
un economic entironment churacterised by
stable, st^stainable, nrminflatiunan\ economic
grrnoth.

b. As lenders with an increasingly
intetrertional scope of activity, savtnf;,s instiru-
tions Jurtha' s"ttry(rrt tlclcr o ec onomic p olicie s
tlutt.tbster regirmnl ectmomic balance tmd mini-
mize disltarities amonE regirmal economies.

c. Sat'in{s irudatfums recognise that
stch an ecrmomic ent,irottment does not n(n
exist and mq not exist Jor some time yet to
curne. It is in pafr Jor this reuson that sarinfis
insrirurions include higher net w,orth ratios
amon!, ir.s tn rs'iness obj ectits es.

2. The Retulatory System
a. Satinfs instinttions stryort the

mainteruutce o-f a regulatory.system that pu-
nits the mrrketplace arulthe atailable technol-
o$t to detqnine the scope qf .firwncial sercices
o-tfued.

b. Sat"inSs in^stidttiotts Jurthu anp-
port a re$ulatory qtstetn that pktces par&mount
imputance rm the presert:ati,rn, oJ sqfeA and
sottndness rathff than the allocation ot'uedit.
or the achiqemsnt oJ social objectbes try regu-
latory dictate.



3. The Competititse Enoironment
Sot"in{s in-sdntkm^s seek.free ctd opm

c ompednon vnth other elernents o f the.lTnu.naal
.:ysre?n, requirinf; only thct the treatme:nt qf the
,san'tcr.ts 4ryes o1'finoncial in^stirunrms in lano,

refiilation, suwofi.tbcthnes, disclo*re oJ in'
forntatim, antl accrntntmrt and t(N tt'eatment
he appropriate to thar acn"*ities.

1. Strpport Facilities
a. Sat:ings insnrutiorx refard deposit

instrance as the cor^ Lerstone o-f constmer cott'
fi.dence in the -finananl qyste?n. Accordinglry,
sarinfrp irutirutions seek the mnintenance of
srntnd depostt in^xtrance Juruls.

b. Sarin{s instirutions regard the
regional central bankmgJaalities o-f the Fedqal
Hrsrne Loan Bank cmd Federal Resette qyste?ns

a-s essendol .for the maintenance qf orduly
firtnncial markets and seek to presert'e und
enhance their abilirt^, to $qlport the operatirms
oJ their mernber hstirurums.

c. As souinfs irusrimirm"s etpand their
lmdingranfie andtake ubanta*e qf ne.p-frnat
cwl technolog) to enhance thar poqfolio man'
a$ement J'lexibility, the secondary mort$ctge
market beccvmes mtch mrtre than a desirable
arljtmct to the hcnt"srng finrmce q)stem; it be-

curnes an integral and indispensable part of
that Etstern Saufur6ls irtstirutians thqe-fore seek



to esteblish and nulintain sn'ong effi.cient sec-
ondcnl, market.facilities that -functkn in har-
tnony, not in competition, with those o-f the
prinwry mrrket.

d. Sa,"^inSs in-sriruriorm lurther sup-
por't the juliaim^s use o;f direct and indirect
.srrbsizlies ro rrssist loo-income-tamilies to obtain
decent sheher. but seek to elimirwte srrbsidies
proricled by foternments and !,w^€rrrrt€rtt-
sprmsored agencies that dLstort or impair the

-functioninfi of the private mortgape market.
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January 29, lgg'
Bills for f.fultiple-CIass UcrtEage Securities

Chafee/Cranston bill pending that wou.l.d permit the
i::rul:: of murtipte-Llass iortsase liis'_trrrousr,securities that could be consid6rea iates of assetsrather than debt.

Bills would alLow issuance of muJ.tiple cLasses ofpass-through securities bearing ai.tierent yiel.dsand maturities. The securitiei would be similar tocollateraLized mortgage obligations (Ct,lO,s) OutrMU's are Ereated as debt obligations and involvetaxation both at the issuer an6 investoi 1evel.Pass through securities, on the ottrei-frina, aretreated as sal.es of the underlying mor[tiqes anaare exempt from taxation at the ilsuer ieveL.
Chafee said his LegisLation is expected to reducemortgage interest costs for homeoiners byfacj.Iitatj.ng investments in mortqaqei, 

"ia 
toprovide greater flexibiliry, higfiei yieiis, anareduced transaction costs to fiianciil institutionsseeking-to tiquidate porrions of tfreii lortfolio ofseasoned mortgages.
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THRIFT PROBLEU

1

2

3

Self regulating comnission possibility(Preston llartin)
Thrifts should demand rnore of their
accounting firms in evaluating asset
qual ity.
Three hard choices in FSLIC
recapi tal i zation :

1. Industry itself - burden on stronger2. Use fed tax dotlars
3. I{erger with PDIC

Need risk related premium system.4
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octdher ?. tqlS

FSLIC Pund b!Ilout. Scparata coEPoratlon lederll S & L Aaa't
legoclatlon.- Pay non-governoGnt sllarler to gct bGtt'rllanagcnant

peopL..

coldrn days of credlt card bullncss golng?

' Prelaura to Iouar ratcao saar! lneroductlon
' ltlrkGt salurrtcd
' Rl,sing credlt loaa.!

- iugtoacrg abultng bankruPtcy lav3
- Banks datarlorrtlnE ltandalda

IrndcrvlluGd Icn cauaa of trrdc Probl.D

' 61ncr I9?8 t rPPreittcd 251 vE. i'n
' u.s. arports riduccd (capltal GqulPmnt)
' Auto st..l IDPorts uP

' Doocettc ruto-.nd sta.l also aguG.z.d by h19b lntcr'lg
iitee. thrrcfor. 5h!lnkrgc o!-tEIDEt coDP'tlttv' 

"dgrt! crodlng g.s. tradc stranlh!.

Rcg. Q nor gonG. 5tl llorl c.tllng and 5ht Patsbook ca111n9 gonc'

Pricc not only !.aturc to alllfarcnti.t. ilcPo!ltt:

' Locatlon
' Dlflercnttrl Prlclng dopendtng on bal'rncG
' lallcEs call uP cuatoDara
' Eigber rltG foi no rcturn ctncallod chrcha

Benaflts of CorPoratq tak.ovars:

' f,eep Eanagaaant on Loca
' Pro!1ts lo rrldcrro Econollea of EcrlG by forElng llrgc! corPorationa

FDIC/FSLIC sbould oot bril out big lnstltutlons (Contln'ntll) 'oniv suff dcDosItors. othc!vl!G--- b19 banks not aubj'ct lo
,iiiei ai"cipiincr. sull bank! ,ho arc r11or.d to f'll not
fairly trcat"d.

Preddle tlack to adopt a clsh Gquivllcncy blals to aPPralsal!'

,
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