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Dear Republican Colleague:

Earlier this week, Chairman Frank and Financial Institutions Subcommittee Chair
Maloney circulated a Dear Colleague letter seeking support for legislation that they intend
to introduce shortly to regulate credit card industry practices. We are writing to urge
you to reserve judgment and not cosponsor this legislation until the Financial
Services Committee has held hearings to carefully examine its merits.

Last May, the Federal Reserve proposed regulations to require far-reaching changes
to credit card industry practices, with a final rule expected to be issued later this year.
Additionally, many major credit card issuers have modified their business practices prior to
the regulatory changes going into effect, at least in part because of scrutiny of those
practices by the Financial Services Committee and others. There is also a broad consensus
that a lack of liquidity and a decline in consumer spending are two of the most serious
contributors to the current economic slow down. A large bipartisan majority in the House
has approved a $150 billion stimulus package principally intended to revive consumer
spending.

In short, this is not the time to undermine the effort to stimulate spending by
adopting restrictive legislation that could have the effect of denying American consumers
the unparalleled convenience, security and access to credit provided by credit cards. Before
acting on any credit card legislation, at a minimum we should review the regulatory and
industry initiatives referenced above and consider their effect on the market place and
consumers. In addition, the Financial Services Committee should hold hearings to receive
input from regulators, industry, consumer groups, and other stakeholders to ensure that
Members understand the implications — and potential unintended consequences — of the
Maloney-Frank approach. In order to facilitate this deliberative and carefully considered
process, we ask that you join us in not cosponsoring the Maloney-Frank legislation at this
time.

Please feel free to contact the Financial Services Committee Republican staff at x5-
7502 with any questions on this matter.

Sincerely,

SPENCER BACHUS ¥

Ranking Member Rankmg Member
Subecommittee on Financial
Institutions and
Consumer Credit




