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EXEMPTIONS OF LOANS GUARANTEED BY FEDERAL
RESERVE BANKS FROM LIMITATIONS O REAL ESTATE LOANS

Section 24 of the Federal Reserve Act imposes certain limite-
tions upon the zaking of real estate losans by nationsl banks. For ex-
ample, such loans may be made only on the security of first liens, only
upon improved real estate, only up to 50 per cent of the appraised value
of the real ustate, and only with maturities not exceeding five years
(exeept in the case of amortized loans whiech mey have maturities up to

10 years).

Loans to btusinesses made by a nationsl bank with a commitment
to purchase on the part of the Federal Reserve Bank under the preseat
section 13b of the Federal Reserve Act sre expressly evempted from the
above iimitations on resl estate loans by a speeific provision of exist-
ing statute. However, since that ewemptim refers specifiecally to Federal
Feserve Bank comaltments under section 130 and not to commitments made
under other provisions of law, there is scme guestionm whether the exemption
wonld continue to apply to loans made by 2 mati nal bank and guaranteed by
& Federal Reserve Bank under the new paragraph proposed to be added to see-
tion 13 of the Federal Reserve let.

- It is important that this exemption fro=m real 2state lean restrie-
ticns bde continumed in effect so that business loans guaranteed by Federal
Feserve Banks, whea made by nationmal beauks on the security of real estate,
will not necessarily have to be based upon first liens or upon improved
real estate or subject to the other restrictions contained in seetion 24
of the Federal Reserve lot., In order that there may be no guestion that
the present exemption from real estate loan restrietions with respect to

, loans gyuaranteed under seetion 13b will be carried over to apply also to

< loans guaranteed under the mew authority contained in section 13, it is
recommended that the following additional sentence be sdded to the pro-
posed mew paragraph in seetion 133

A loan made to a business enterprise, any part of whieh is
subjeet to = guaranty or commitment under this paragraph, shall
rot be subject to the restrictions or limitations of section 24
of this Act upon loans secured by real esstate.”
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