Leproduced at the National Avehives

RIVKIN, RADLER, DUNNE & BAYH
1575 EYE STREET, N.W.
WASHINGTON, D.C. 20005-1105
(202) 289-8660

TELEX 11: 7108221106 « TELECOPIER: (202) 371-0069 « CABLE: AT LAW GRCY
EAB PLAZA 805 THIRD AVENUE 30 NORTH LA SALLE STREET 2049 CENTURY PARK EAST
UNIONDALE, NEW YORK 11556 NEW YORK, N.Y. 10022 CHICAGO, ILLINOIS 60602 LOS ANGELES, CA 90067

{516) 357-3000 (212) 418-5200 (312) 782-5680 (213) 2010510

BircH BAaYH June 29, 1989

PARTNER

HAND DELIVERED

Richard S. Carnell, Senior Counsel
Senate Committee on Banking

SD-234 Dirksen Senate Office Building
Washington, D.C. 20510

Dear Rick:

Just a short note to thank you for taking the time the other
day to discuss Merrill Lynch's concerns regarding Congressman
Dorgan's amendment to ban S&Ls from investing in high-yield bonds.
In this regard, I am enclosing an article from today's New York
Times. The article makes a number of good points in explaining why
the Dorgan amendment is an ill-conceived idea.

First, only about 800 American companies have the triple-B
rating or better required to qualify for anything other than a
"high-yield" rating. More than 21,000 American companies are
unable to meet the triple-B standards. These are the businesses
which have produced the most job growth, income growth and overall
economic growth in the economy. Second, GAO has reported
investments by thrifts in lower-rated companies have earned a
higher return with fewer losses than most other thrifts'
investments. Third, not one business owned by a majority of
Blacks, Hispanics or women qualifies for the higher bond ratlngs
By prec1ud1ng S&Ls from investing in hlgh—ylelds, Congress is
effectively banning thrifts from investing in minority-owned
businesses. Fourth, by requiring a fire sale of existing
portfollos, the amendment will disrupt the bond market by dr1v1ng
down prices, thereby hurting the very institutions Congress is
trylng to save. Fifth, thrifts are one of the largest investors
in the economy and among the most geographically diversified. The
author p01nts out the absurdity of the notion that the Dorgan
amendment, in the name of "populism," would give the Wall Street
bond ratlng agencies veto power over where thrifts put their money

Again, thank you for thoughtful consideration.
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