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ADVANCES ON WAR SAVINGS BONDS NOT PERMITTED

To All Banking Institutions, and Others Concerned, 
in the Eleventh Federal Reserve District:

It has recently come to the attention of the Treasury that in many instances banks and others 
appear to be making loans upon the security of War Savings Bonds. The method frequently used is 
to make an advance to the owner of the bond, require him to execute the request for payment, and 
to have him deposit the bond with the lender. In some instances, the bond is subsequently forwarded 
to a Federal Reserve Bank with instructions that the check in payment, which is required to be 
issued in the name of the registered owner, be mailed to the owner in care of the lender or to the 
post office box of the lender. When received, the check is endorsed by the lender under the authority 
of a power of attorney executed by the owner of the bond, and then is negotiated with the original 
power of attorney attached. This practice is in contravention of the Treasury’s regulations.

War Savings Bonds are not transferable, are payable only to the registered owner, and may not 
be sold or hypothecated as collateral for a loan; and any attempt to assign such bonds, whether as 
collateral or otherwise, confers no right on the transferee to receive payment of the bonds or of the 
checks issued in redemption thereof.

The Treasurer of the United States will accept from banks the following form of endorsement 
on checks drawn on the Treasurer in payment of interest on or principal of public debt obligations 
of the United States and obligations fully and unconditionally guaranteed both as to principal and 
interest by the United States:

“ Credited to the account of the within named payee in accordance with payee’s 
instructions. Absence of endorsement guaranteed.

_____________________________________Bank”
However, such endorsement is authorized only where the payee carries a regular deposit account 
with a bank and has in writing authorized the bank to deposit to such account any checks received 
by the bank payable to him. The use of such form of endorsement is not authorized where there is 
no bona fide account with the bank and where the actual credit is only to offset a loan. The Treasury 
has requested the Federal Reserve banks to take steps to prohibit the unauthorized use of this form 
of endorsement.

Yours very truly,

R. R. GILBERT
President
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