TALKING POINTS


SUBJECT:  Republican Is Not a Pejorative Term, Part 2; Setting The Record Straight On The Current Economic Crisis.
KEY CONCERN: On February, 2009, in his first prime time press conference, Barack Obama stated the following, “What I won’t do is return to the failed theories of the last eight years that got us into this fix in the first place, because those theories have been tested, and they have failed.”  This is the Obama Administration’s attempt at rewriting history.  With their willing culprits in the media, they are taking advantage of America’s short-term memory to attack capitalism and place full blame on Republicans for the current economic crisis.  It is up to us to fight back and show that it was the vacuous liberal policies of the Democrats that have failed, and to place responsibility on those who had the “heaviest hand” in this economic debacle.
BACKGROUND INFORMATION:  
(This edition of Talking Points will be longer than the traditional format of 1-2 pages and less than 1,000 words.  HiRA believes it is important for future Hawaii Republican candidates, as well as actively involved members, to be armed with an historic timeline that accurately documents the path of our current economic crisis.)

Democrat attacks on the economy have been ongoing throughout the entire Bush Administration.  They have continually downplayed its success.  Evidence exists showing robust economic growth even as the sub-prime “cancer” slowly metastasized:
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But when did this “cancer” enter the economy and what were the key causes?
1977:

· The Community Reinvestment Act (CRA) is signed into law by Jimmy Carter to “encourage” banks “to help meet the credit needs of the local communities.”  What this translates into is: The CRA mandates that banks “invest” in poor urban areas, regardless of credit worthiness, thus beginning the decline of the quality of bank loans.
1991:
· Expansion of the Home Mortgage Disclosure Act (HMDA) “allows for comparison of rejection rates by race”
· Jesse Jackson makes the claim that it is “criminal activity” that banks “routinely and systematically discriminate against African-Americans and Latinos in making mortgage loans.”1
1992:

· Several studies, with the “purpose” of identifying loan trends among races, are conducted using HMDA data.  It has been shown over the years that these studies are seriously flawed as they did not control for all the pertinent factors that affect lending2.  Also, the statistics in the studies were not presented in a consistent manner.  The most offensive study was conducted by Alicia Munnell, author of the Boston Federal Reserve Bank study3.  When she was pressed in a FORBES magazine interview about her study, she inadvertently admitted the following:

FORBES: Did you ever ask the question that if defaults appear to be more or less the same among blacks and whites, that points to mortgage lenders making rational decisions?

Munnell: No. 
Munnell does not want to repudiate her study.  She tells FORBES, on reflection, that the census data are not good enough and could be “massaged” further: 
Munnell: “I do believe that discrimination occurs.” 

FORBES: You have no evidence.

Munnell: I do not have evidence…No one has evidence.4
This lack of evidence, however, did not  prevent a plethora of moral outrage.
1995:

· The Clinton Administration makes disastrous changes to the already insidious CRA.  Economist Stan Liebowitz describes that the changes “required banks to find ways to provide mortgages to their poorer communities.  It also let activists (i.e. ACORN) intervene at yearly bank reviews and ‘shakedown’ banks for large sums of money.”5
· Former Attorney General Janet Reno said, “No loan is exempt, no bank is immune. For those who thumb their nose at us, I promise vigorous enforcement.”6
1998:
· Janet Reno also said, “Since the inception of our fair lending initiative in 1992, the Department has filed and settled 13 major fair lending lawsuits…”7
So now the initial seeds of economic “cancer” are sown and signs of its growth begin to appear between 2000 and 2007.  Several times over the course of the Bush Administration, attempts were made to reform mortgage lending only to be blocked by Democrats at every turn.

2001:

· April: The four-month-old Bush Administration produces its 2002 budget, and declares that the size of Fannie Mae and Freddie Mac is “a potential problem” because “financial trouble of a large GSE (Government-Sponsored Enterprise) could cause strong repercussions in the financial markets.”8
2003:
· January 22: Freddie Mac announces it has to restate financial results for the previous three years due to earnings manipulations9. 
· June 11: Freddie Mac is the subject of federal securities and criminal investigations10. 
· September 11: The New York Times stated, “The Bush Administration recommends the most significant regulatory overhaul in the housing finance industry since the savings and loan crisis a decade ago11,” only to be thwarted by Democrats in congress, particularly Barney Frank , who in paraphrase says: “Fannie Mae and Freddie Mac do very good work, and they are not endangering the fiscal health of this country…I believe there has been more alarm raised about potential unsafety and unsoundeness than, in fact, exists.12” (At this point, Fannie and Freddie control over half the mortgage market in the country.)
· October 29: Fannie Mae discloses $1.2 billion accounting error13.

2004:

· June 16: Deputy Secretary of Treasury Samuel Bodman repeats the Bush Administration call for “a new, first class, regulatory supervisor for the three housing GSEs: Fannie Mae, Freddie Mac, and the Federal Home Loan Banking System.14” 
· October 6: Franklin Raines, longtime Democrat hack and Fannie Mae CEO, testifies before the House Financial Services Committee that his company’s “assets are so riskless that the capital for holding them should be under two percent.15”  This entices powerful banks to buy up trillions of dollars worth of Fannie Mae’s sub-prime mortgages. 
2006:

· April 18: Freddie Mac pays a record $3.8 million Federal Election Commission fine to settle allegation that it had made illegal campaign contributions.16
· May 23: Fannie Mae’s regulator announces that Fannie Mae has for years overstated reported income and capital by $10.6 billion.17
· May 25: Senator John McCain calls for GSE regulatory reform legislation, warning, “If Congress does not act, American taxpayers will continue to be exposed to the enormous risk that Fannie Mae and Freddie Mac pose to the housing market, the overall financial system, and the economy as a whole.”18
· November 7: Democrats win majorities in both houses of Congress

2007:

· June 23: The first victim: two Bear Stearns hedge funds collapse due to their mortgage investments, as the Democrat-inspired sub-prime cancer starts to spread at a rapid pace throughout the system.

· August 9: President Bush calls on Congress to pass a reform package on Fannie Mae and Freddie Mac.19
· December 6: President Bush warns Congress of the need to pass legislation reforming GSEs.20
2008:

· March 14: According to PBS’s “Frontline”: “After examining its books, J.P. Morgan and the Fed realize the extent of Bear’s toxic assets, including sub-prime mortgages, and credit default swaps, and its frightening interconnectedness with other banks.”  On the same day, at the Economic Club of New York, President Bush calls on Congress to take action and “move forward with reforms on Fannie Mae and Freddie Mac.”21
· April 14, May 3, May 19, May 31, June 6: On all of these dates, President Bush issues multiple pleas to Congress to pass legislation reforming Fannie Mae and Freddie Mac.22
· July 11: Sen. Chris Dodd says: “There’s sort of a panic going on today, and that’s not what ought to be.  The facts don’t warrant that reaction; in my opinion…Fannie Mae and Freddie Mac were never bottom-feeders in the residential mortgage market.  People ought to feel comfortable about that.”23
At this point it is too late.  The economic “cancer” had spread to every vital “organ” causing massive failure.

· September 15: Lehman Brothers officially tanks after weeks of trouble, panic ensues triggering a Dow nosedive.

· September 16: When asked by The Hill whether Democrats bear some responsibility for the current crisis on Wall Street, Nancy Pelosi has a one-word answer: “No.”

· September 17: Regarding the economic meltdown, Sen. Harry Reid says, “No one knows what to do.”
In closing, this evidence debunks the ubiquitous myth that it was George Bush and “greedy” Republicans that destroyed the economy.  When the evidence is traced and the pieces put together, the “smoking gun” lies right at the feet of the Democrats.  Their obsession with egalitarianism, disgust for capitalism, and quest for cosmic justice caused the greatest economy in the world to suffer a serious setback.

The Hawaii Republican Assembly, the staunch fiscal conservatives of the Republican Party, also wants to show that this evidence strongly supports these economic axioms:

1) Political decisions, especially those concerning economic policies, can have deleterious effects long after they are instituted.  Because of this, politicians can heap praise upon themselves during the passage of their “enlightened” legislation; then decades later when their policies prove disastrous, they are granted immunity by the myopic memory of the general population.

2) Economic policy decisions can easily have unintended consequences and can create unintended incentives.  However, even though it is widely known that government intervention into complex systems causes unintended systemic interactions, this never stops those who are hell-bent on forcing their “good intentions” on you for your own good.
3) Beware of Statistics.  There were many statistical fallacies, and blatant “doctoring” of data, that helped to politicize the issue of unfair mortgage lending.  Mark Twain said, “There are lies, damn lies, and statistics.”  All three were used to fuel the push of bad economic policy, and they were not mutually exclusive. 

Tito Montes
QUESTIONS: Who are the people that bear the greatest responsibility for this economic crisis?
There are many, but research the following names in reference to the mortgage and financial crisis:
Jimmy Carter, Bill Clinton, Barney Frank, Chris Dodd, Fannie Mae and Freddie Mac leadership.
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