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To:  President Clintg N | o

' E{ (' LINTON LIBRA |
From: ~Jerry M. Hultin L“ RYP HOTOCOP Y
Date: -~ February 19,199 |

Subject  Student Loan Marketing Association

O Although the Administration's proposal on direct lending says that it will be
phased in and will protect the current $60 billion porifolio, the market is reacting
negatively.

] Sallle Mae has lost $2 4 billion in capitalization in the past two weeks - $1 billion
~in the day after your speech to Congress. These losses are prmcnpally in
institutional portfolios, many of whom manage very substantial pension funds. ;

. [ Sallie Mae's CEO, Larry Hough, met with Bo Cutter yesterday about how to
protect the stockholders' value, cotnter negative private sector fallout, and.
probably advance the direct loan program. It involves ending Sallie Mae's GSE

_status, basically moving it outside’ the government.

. O Because of the urgency of the market's reaction, and the high potential for -
unexpected repeat incidents over the course of the next few months, this idea .
needs to be considered quickly and by the Administration’s top people at the
White House and the Treasury Rubm and Altman

d Can you ‘glve Rubin and Ntman a clear message that stopplng the
hemorrhaging and finding & solld golution to the problem is what you want
done?

[1 Corporations, investors, and private capital markets will have a role in your
Administration. The cratering of a GSE $0 early in your term will not go
unnoticed.

3 Will you convey to the public now your support for Sallie Mae's immediate
movement from a GSE to full private @pamﬂon in light of your decision fo
implement direct B@ndmg?
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