’ OFFICE OF ECONOMIC STABILIZATION

WASHINGTON, D. C.

DIRECTOR

May 14, 1945

Hon. Marriner S. Eccles
Chairman, Federal Reserve Board
Washington 25, D. C.
Dear lMr. Eccles:
Enclosed herewith is a copy of a proposed draft
of an Executive Order dealing with Regulation of Real

Estate Credit. I would like to discuss this Order at

the meeting of the Economic Stabilization Board on

Thursday.
Sincerely yours,
§illiam H. Davis )
Director
Encl. 1
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CURFIDENTIAL

EXECUTIVE ORDEX

DECLASATION OF NECESSITY AND PURFOSE

WHEREAS the prices of urban and rural real estate bhave been rising
rapidly under the influence of eircumstances resulting from the war, thereby
encouragzing speculative agtivity and unsound valuations and threatening the
Congress in the et of Ostober 2, 19k2 (56 Stat. 765), as amended,

WHENEAS the volume of eredit extended on the sacurity of and to
finance purchases of urban and rural real estate and the conditions under
which sush eredit is avallable have an important influence on the demand for
real estate and on the gensral level of real estate prices;

WHEEAS the extension of such eredit augments or may augsent the
total volume of funds available to the public for the purchase of goods and
services in gemeral, of which supplies are limited in consequence of the war,
“and thereby coatributes or may coniribute to inflatieonary pressures upen the
price level for goods and services in general and to a rising cost of livings and

@HENEAS the public inmterest requires, as part of the natiomal program
for the maintenance of stable ecomomic conditions, thal the use of eredit for
financing and refinancing the purchase or carrying of urban and rural real
estate be regulated in order to assist (a) in curbing an unwarranted and
muumnﬁ.mmmuzmxmmm, {b) in
preventing evasion or avoidance of the existing govermmental conirols over
rents, (e) in restraining gemeral inflatiomary temdencies, by supplementing
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and supporting other governmental measures designed to restrain such tendencies,
(a)um:mummmumma‘.ru

m,m,wmammmuuwwm
umwmmmummmm,mmumsm
of the act of Ogtober 6, 1917, as smended from time to time including the
smendvent amade in the First War Powers het, 1941, and in erder, during the tine
of Lhe war and thereafter during the period of the national emergency declared
by the President on May 27, 19k1, to promete the effective conduct of the
war and Lo protect the national econamy, it is hereby ordered as lollows:

Sectdon 1(a) Teo carry out the purposes of this erder, the BDoard of
Governors of the Federal ieserve System (hereinafter called the Soard) is
hereby designated as the agency through which there shall be investigated,
regulated, or prohiblted iransiers of eredit or payments between, by, through,
or to any banking institution, which constitute or arise dirsctly or indirectly
out of any extension or use of credii for or incidental te buying, ascquiring
uhhuttinoymlof,carryhg, holding, or trading in real estate,
whether urban or rural, or evidences of cwnership thereof or interests therein.

(v) In effectuating the purposes and the provisions of this order, the
Board shall have the powers set forth in parggraph 1 of subdivision (b) of
section 5 of the sald act of Ogtober &, 1917, &8 amended, and may also
utilize all other powers vested im it. HNothing herein shall be construsd to
amend, supersede, or repeal any powers haretofors assigned Lo. the Bosrd or to
woﬂurmnﬁ#mmuwugnphlctmﬂb)d.m“t
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of Uctober 6, 1917, amended, except thet to the extent of any inconsistency
betwaen this order and any power herstofore assigned tc any other agency
the provisions of this order shall govern.

(e) In exsreising the powers conferred by this order the Board
shall be governad by the general policy directives of ithe Hconomic Stabili-
gation Director.

HBGULATIONS

Section 2(a). mmmmmmuu
deems necessary or appropriate governing transfers and payments (as herein-
after defined) which constitute, or arise directly er indirectly out of any
extension or use of credit Ior or imcidenial to buying, sequiring an interest
in or sontrol of, carrying, holding or trading in real estate, either urban
or rural or both as the Board may determine, or svidences of ownership
thereol or interests therein. OSuch regulations shall remain in effect during
such perieds as the HSoard shall deem to be in accordance with the purposes of
this order. !

(b) Such regulations may from time to time, origimally or by amendment,
regulate or prohihit such transfers and payments, or exempt them from regula-
tion or prohibition, and may classify them secerding to the nature of the
transsctions or real estate or persons invelved or upon such other basis as
may ressonably differentiste such transfers and payments for the purposes of
regulations under this order, and may be made applicable to one or more of
the classes so established; and, without limiting the generality of the fore-
going, such regulations may require transactions or persoms or classes thereof
uhwwm;quWumm,m,
and conditions for such registrations or licenses; may provide for suspension
of any such registration or license for violation of any provision thersof
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admmm.m@um,nmmw
may presoribe appropriate requirements as to the keeping of records and as
to the form, contenis, or substantive provisiens of contracts, liens, or
any relevent documents} may prohibit solicitations by danking institutions
which would encourage svasion or aveidance of the requirements of any regu~
lation, license, or registration under this order; and may from time to
time make appropriate provisions with respect to -

(1) The smount of credit which may be extended on or in com-
nsction with purchasing, acquiring an interest in or comtrol of,
earrying, holding or trading in wrban or rural rsal estate, or
evidences of ommership thereefl or interests therein;

{2} Th;mzymmaanumWh
stipulated in comnection with any such extension of credils

(3) The methods for detersinin: maturities, computing the
amounts of extensioms of credii, and deteswining the prices and
values upon which such computations can be made; and

(4) Special or different terms, conditions, or exemptions
with respect to temporary erediis which are merely incidental to
cash purchases, payments or deposiis usable %o liquidate credit,

and other ad justments or special situstions.

(¢) On and after the effective date of any regulations preseribed
by the Board under this order, and notwithstanding the provisions of amy
other proclamation, order, regulation, or license under the aforesald ict
of Gctober 6, lﬂT.um.nmthMuﬁmtm
by the regulation, shall make, receive, or participate in any transfer or
payment which arises, dirsctly or indireectly, out of an extension of credit

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



it

subject to such regulation; and no person saking such an extension of eredit
or holding sueh an extension of credit which is subject to sueh regulstien,
and no parsen to whom such an extension of gredit is made, shall, as a means
of accemplishing the tremsaction, wake, receive, or cause to be made or
received, any transfer of eredit or payment by, through, or to amy banking
institution except as perzitted by the regulation, .

(d) After the effestive date of any such repulation every comtract
extending credit which is subjest theretc and which vhhﬁ. or the pere-
formance of which would violate, any provision of such regulation, and every
na,m,numumnmm,mnhemmtwm
ummwmmuwwmmm&mmﬂn
credit or by any person who acquires any right of such person in such cone
tracts W,Mm&%&:&ﬂm:»plyumhumdm
provisions of such regulation desimsted therein by the Board as being for
sdninistrative purposes; or to amy person who extends such eredit, or acquires
such right for valus, in good fsith and without knowing or having reason
to know Lhe facts by reason of which the making or performance of such
contract was or would be such a viclation. |

Section 3. The Eoard may require amy person $o keep & full record of,
and to furnish under oath, in the form of reports or otherwise, complete
information relative to aay acts or transactioms referred to in this order
either before, during, or after the completion thereof, or as may be othere
wise necessary Lo administer or enflorce the provisions of this order; and
in any case in which a report can be required the Beard may, when necessary
for the effective adninistration of this order, require the production of,
and may inspect any books of account, records, comtracts, letiers, memoranda,
or other papers, in the custody or comtrol of such person.
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ADMINIST RATIOR

Section k{a). In administering this order, the Board may utilize
the information and services of the Federal Ueposit Insurance Corporatien,
the Compbreller of the Currency, the Hational Housing Ageney, the Fam
Gredit Administration, and sny other agencies, Federal or State, which are
available and appropriate. The Board may request any such agency to edmin-
ister or participate in the administration of any of the Hoard's orders or
regulations issued hereunder, and any federal agency shall be govermed by
any directive which Lhe Economiec Stabilization Directer may issue with
respect to such sgensy's participstion therein, The Board may alsc employ
the facilities and services of the Federal feserve Banks in administering
this order.

(b) HEo ssiion of the Board, in carrying out the provisions of this
order, shall apply to credil outstanding on the efleciive date of this
order, except te the sxtent that the Board may deem it necessary in effec~
tuating the purposes of the order.

DEFINITIONS

Section 5. For the purposes of this order, unless the contexi obher-
wise requires, the following terms shell have the following meaningss
Provided, That the Board may in its regulations give such terms more
restrieted meanings:

{(a) "Persen® means any individual, partnership, association,
business trust or corporetion, or any lederal; state or other governmental
agengy.

(b) "fransfers and payments” mesns transfers of gredit or payments
botusen, by, Sheongh, or S0 any Waking Snstitubien or Inetitwiiens.
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{e) "Banking institution" means any person, as above defined, who or
which is engaged, direstly or indirectly, either primarily or imeidentally,
as principal, agent, broker or otherwises in the businessof transferring
oredits or in receiving deposits or in making, receiving, holding, arranging
or clearing extensions of gcredit or payments which constitute or arise out
of extensions of credit.

(d) “Extension of credit” means any loan, advance, or discount; the
m«rmm.matm&mwamm;
any sentitiom) sale eanirasty sy sale or esnbrast of sele, efther fur
present or future delivery, under which part or sll of the price is payable
subsequent to the making of such sale or comiract; any rental-purshase con-
tract, or any comirsct for the leasing of property under which the lesses either
has the option of becoming the owner thereof or obligates himself to pay as
compensation a sum substantially equal to or in excess of the value thereof;
wm&m demand, lien, pledge or similar claim sgainst, or for the
delivery of, property or money; any purchase, dissount, or other sequisitiom
of, or amy extension of oredit upen the seeurity of, any obligation or claim
arising out of amy of the foregeimsj amd any tramsaction or series of tran-
sactions having a similar purposs or effect.

The Board is authorized to preseribe definitions, not inconsisient
with this erder, of any terms, other than Lhose above listed, which it may
use in its directives, orders or regulations issued pursuvant to this order.

PENALTIES

Sestion 6., Whoever willfully violates or knowin;ly participates in
the violation of this erder or of any regulation prascribed hereunder,
shall be subject to the penalties 2pplicable with respect to viclations of
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section 5(b)# of the said Act of Uctober &, 1917, as amended.

THE ¥HITE HOUSE
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