
FEDERAL HOUSING ADMINISTRATION
WASHINGTON £) </• / * T

JAMES A MOFFETT
ADMINISTRATOR April 23, 1935. 1 (}y

Honorable llarriner S. Ecdes,
Federal Reserve Board,
Washington, D. C.

My dear Governor:

Congress has just passed an Act designated E. P.
6021, amending in a number of particulars the Federal Home
Loan Bank Act of 1932, as amended. Section 7 of this Act
amends Section 10 of the Federal Home Loan Bank Act by add-
ing a new section known as 10b. Under this new section.
Federal Home Loan Banks are authorized to make advances to
non-member mortgagees approved under Title II of the Nation-
al Housing Act up to 90 per cent of the unpaid principal of
insured mortgages given as security.

Under this amendment, National Banks are eligible
to borrow from the Federal Home Loan Banks on the security
of insured mortgages, but they are substantially restricted
in this privilege by reason of the provisions of Section $202
of the Revised Statutes, which provides that no National Bank-
ing Association shall be at any time indebted or in any way
liable to an amount exceeding the amount of its capitel stock
at such time actually paid in and remaining undiminished by
losses, or otherwise, except on account of demands of the
nature recited in the Section. There have already been 10
exceptions written into the Section and I suggest that the
Banking Act now before Congress contain a provision except-
ing from the Section liabilities of banks on account of loans
contracted under the provision of Section 10b above mentioned,
as has been done in the case of the other Federal agencies
which have been set up within the last few years.

If you desire to confer with us further about the
matter, I trust you will advise me.

Very truly yours,

s A. Moffett,
dministrator.
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