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R
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A
dvance

N
otice

o
fProposed

R
ulem

aking
and

R
equestfor

C
om

m
ents

M
em

bers
o

fFederalH
om

e
Loan

B
anks

(R
IN

2590-A
A

39)

D
earM

r.
P

ollard:

The
FederalH

ousing
Finance

A
gency

(F
H

F
A

)
has

requested
com

m
ents

on
an

advance
notice

o
fproposed

rulem
aking

(A
N

P
R

)
in

w
hich

the
agency

has
expressed

its
desire

to
review

currentFederalH
om

e
Loan

B
ank

(FH
LB

ank)
m

em
bership

requirem
ents.

A
s

a
board

m
em

bero
fthe

FederalH
om

e
Loan

B
ank

o
fD

allas
and

a
com

m
unity

banker,I
appreciate

the
opportunity

to
subm

itthis
com

m
enton

the
A

N
P

R
.The

questions
posed

in
the

A
N

P
R

are
concerning.

They
suggestthatthe

F
H

F
A

is
considering

requiring
F

H
LB

ank
m

em
bers

to
“m

aintain
a

dem
onstrable

involvem
entin

residentialm
ortgage

lending
and

otherw
ise

com
ply

w
ith

the
statutory

requirem
ents

for
m

em
bership.”

F
H

LB
ank

m
em

berinstitutions
could

be
required

to
hold

atleast
10%

o
ftheir

assets
in

m
ortgages

on
a

continuing
basis,ratherthan

only
w

hen
they

join.
A

lso,
objective

and
quantifiable

standards
could

be
established

for
the

requirem
ents

thateach
m

em
ber

“m
akes

long-term
hom

e
m

ortgage
loans”

and
have

a
“hom

e
financing

policy.”
N

oncom
pliantm

em
bers

could
be

barred
from

further
access

orhave
theirm

em
bership

term
inated.

212
C

atehings
.

The
regulatory

changes
under

consideration
w

ould
m

ake
itm

ore
difficult

for
m

any
financialinstitutions

to
obtain

and
m

aintain
access

to
the

liquidity
available

P.O.Box
31

through
F

H
LB

ank
advances.

S
tricterrequirem

ents
w

illcallinto
question

the
ability

o
fF

H
LB

ank
m

em
bers

to
borrow

under
allfuture

econom
ic

scenarios.
This

w
ill

Indianola,MS
38751

destabilize
a

key
prem

ise
o

fthe
F

H
LB

ank
S

ystem
,the

reliability
o

faccessing
liquidity.

The
changes

w
ill

also
discourage

potentialm
em

bers
from

joining,
ultim

ately
inhibiting

the
ability

o
fFH

LB
anks

to
serve

the
housing

and
com

m
unity

Phone
(662)887-3363

developm
entneeds

o
ftheir

districts.
These

suggested
changes

are
likely

to
prove

particularly
burdensom

e
to

sm
alland

m
edium

sized
m

em
bers,

ata
tim

e
w

hen
these

F
~

(662)887-6789
m

em
bers

are
already

subjectto
m

any
othernew

regulatory
requirem

ents.



D
uring

a
difficulttim

e
w

hen
policym

akers
should

be
looking

for
w

ays
to

jum
p

starteconom
ic

activity
by

encouraging
banks

and
other

financialinstitutions
to

increase
their

lending
to

sm
allbusinesses

and
otherjob

creating
activities,

the
proposed

changes
threaten

to
lim

it
access

to
the

low
-costfunding

provided
by

the
FH

LB
anks.

It
is

an
exam

ple
o

fthe
m

ixed
m

essages
-
-
ifnota

counterproductive
policy

-
-

being
sentto

com
m

unity
banks

from
W

ashington,w
hich

continue
to

create
uncertainty

and
im

pede
the

econom
ic

recovery.

D
uring

the
recentfinancialcrisis,

the
FH

LB
anks

provided
liquidity

nationw
ide

to
their

m
em

bers
for

housing
and

com
m

unity
creditneeds

through
one

o
fthe

m
ostchallenging

periods
o

feconom
ic

stress.
A

s
other

sources
o

f
liquidity

disappeared
—

and
before

the
coordinated

response
o

fthe
federal

governm
ent

—
the

FH
LB

anks
increased

their
lending

to
m

em
bers

in
every

parto
f

the
country

by
58

percentbetw
een

the
second

quarter
o

f2007
and

the
third

quartero
f2008

(from
$650

billion
to

$1
trillion).

The
FH

LB
anks

w
ere

especially
im

portant
as

a
source

o
ffunding

to
sm

aller
institutions

during
this

stressful
period,w

hen
other

sources
o

ffunding
essentially

disappeared.
The

ability
o

f
com

m
unity

lenders
to

rely
on

their
F

H
LB

ank
as

a
readily

accessible
and

reliable
source

o
ffunding

w
as

criticalduring
this

period.
The

im
position

o
funnecessary

im
pedim

ents
to

this
access

—
such

as
the

suggested
m

em
bership

changes
—

w
ould

have
had

adverse
consequences

had
they

been
in

effectduring
this

financialcrisis.

A
s

the
N

ation
w

orks
to

generate
econom

ic
grow

th,
create

jobs
and

recover
from

the
financialcrisis

and
housing

dow
nturn,the

FH
LB

anks
continue

to
play

a
criticalrole

as
a

source
o

fliquidity
and

term
funding

for
theirm

em
ber

institutions.A
s

C
ongress

intended,F
H

LB
ank

funding
is

used
by

m
em

bers
to

provide
traditionalresidentialm

ortgage
finance

as
w

ellas
to

supportcom
m

unity
developm

entand
affordable

housing
activities

in
their

com
m

unities,helping
their

localeconom
ies

to
recover.

R
equiring

continuous
com

pliance
w

ith
m

em
bership

requirem
ents

w
ould

im
pose

additional
regulatory

burdens
on

F
H

LB
ank

m
em

bers.
R

equiring
m

em
bers

to
m

eet
on-going

requirem
ents

w
ould

add
an

elem
ent

o
funcertainty

to
F

H
LB

ank
m

em
bership.

M
em

bers
could

never
be

sure
o

f
their

ability
to

m
eet

these
tests

and
therefore

m
aintain

their
access

to
F

H
LB

ank
liquidity

and
funding

products,
particularly

in
tim

es
o

ffinancial
stress.

For
exam

ple,
in

periods
w

hen
m

ortgage
valuations

rapidly
decline,

as
w

e
recently

experienced,
m

em
bers

could
not

be
assured

o
f

m
aintaining

at
least

10%
o

f
their

assets
in

m
ortgages.

A
s

a
result,

the
FH

LB
anks

w
ould

be
view

ed
by

both
existing

m
em

bers
and

potential
m

em
bers

as
a

far
less

reliable
funding

partner.



The
A

N
P

R
does

not
present

any
com

pelling
reason

for
im

posing
new

m
em

bership
rules,

and
does

not
present

any
inform

ation
show

ing
that

there
is

a
problem

w
ith

the
current

m
em

bership
rules,

w
hich

have
served

the
FH

LB
anks

w
ell

for
m

any
decades.

The
A

N
P

R
failed

to
cite

a
benefit

it
hoped

to
achieve

by
changing

the
m

em
bership

rules
to

require
continuous

com
pliance.

The
F

H
F

A
’s

annualreportto
C

ongress
on

the
state

o
fthe

FH
LB

anks
did

notnote
any

problem
s

w
ith

the
im

plem
entation

o
fthese

rules.

A
ny

changes
to

the
FH

LB
anks’m

em
bership

orm
ission

—
especially

changes
thatw

ould
restrictm

em
bership

eligibility
ornarrow

the
F

H
LB

anks’m
ission

-

should
com

e
first

from
C

ongress,particularly
atthis

tim
e

w
hen

C
ongress

and
the

A
dm

inistration
are

just
atthe

beginning
o

fan
extensive

effortto
review

housing
finance

in
this

country,
including

the
FH

LB
anks’

role.
W

hen
C

ongress
has

exam
ined

the
FH

LB
anks

in
the

past,the
resulthas

been
to

expand,ratherthan
contract,the

role
o

fthe
FH

LB
anks.

For
these

reasons,
the

m
em

bership
A

N
P

R
should

be
w

ithdraw
n.

O
nce

again,
thank

you
for

the
opportunity

to
subm

itthis
com

m
enton

the
A

N
P

R
.

S
incerely,

Jam
es

H
.

C
layton

cr


