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Dallas, Texas, December 28, 1951

REAL ESTATE CREDIT 
AMENDMENT TO REGULATION X

To All Persons Engaged in the Business of Extending Real Estate Credit 
in the Eleventh Federal Reserve District:

There is quoted below the text of a statement issued today by the Board of Governors of the 
Federal Reserve System relating to an amendment to Regulation X (as amended September 1, 1951).

“The Board of Governors of the Federal Reserve System announced today an amend
ment to Regulation X, Real Estate Credit, to exempt extensions of credit in connection 
with the leasing of nonresidential properties from the down payment and maturity require
ments of the regulation. Concurrently, the national Voluntary Credit Restraint Committee 
issued a revision of its Bulletin No. 4 concerning loans on real estate to include a paragraph 
relating to such leasing arrangements where they are used as substitutes for mortgage 
financing. Leases on new residential construction are not affected by either the amendment 
to Regulation X or the revision in the Voluntary Credit Restraint bulletin.

“ In exempting nonresidential leases on new construction from Regulation X, the Board 
of Governors gave consideration to the fact that transactions of this particular kind tend 
to be specialized in character and to represent but a relatively small portion of aggregate 
financing. It is believed that such leasing arrangements, particularly sale-lease-back 
arrangements, may be effectively restricted through the Voluntary Credit Restraint Pro
gram, which will call for a screening as to the purpose of any such contemplated credit 
extensions. If subsequently it becomes evident that an excessive increase in new non
residential construction has occurred through abnormal employment of nonresidential leas
ing arrangements of the above type, consideration would be given to restoring nonresi
dential leases to coverage by Regulation X.

“ Credit extended in connection with certain types of nonresidential leases continues 
to be affected by the regulation. This is described in a footnote to the nonresidential leasing 
amendment and includes cases where there is borrowing to finance nonresidential construc
tion on leased land and cases where nonresidential leases are used as collateral for loans.

“ In connection with new residential construction, lenders and builders should note the 
statutory provisions regulating certain kinds of leasing arrangements. In this respect, 
the Defense Production Act, as amended, defines ‘credit’ as including, among other things,
‘any rental-purchase contract, or any contract for the bailment, leasing, or other use of 
property under which the bailee, lessee, or user has the option of becoming the owner 
thereof, obligates himself to pay as compensation a sum substantially equivalent to or in 
excess of the value thereof, or has the right to have all or part of the payments required 
by such contract applied to the purchase price of such property or similar property; any 
option, demand, lien, pledge, or similar claim against, or for the delivery of property or 
money; any purchase, discount, or other acquisition of, or any credit under the security 
of, any obligation or claim arising out of any of the foregoing; and any transaction or 
series of transactions having a similar purpose or effect.’ This definition of credit also 
has been incorporated in Regulation X.”
A copy of Amendment No. 8 to Regulation X, and a copy of the amendment to Bulletin No. 4 

of the national Voluntary Credit Restraint Committee referred to in the foregoing statement, are 
attached. Additional copies may be obtained from this bank, or its branches at El Paso, Houston, 
and San Antonio.

Yours very truly,

R. R. GILBERT
President
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REAL ESTATE CREDIT

AMENDMENT NO. 8 TO REGULATION X

Issued by the Board of Governors 
of the Federal Reserve System

Regulation X is hereby amended as follows, effective Decem
ber 31, 1951:

1. Add the following new subsection (o) to section 5:

(o) Nonresidential Leases.—The prohibitions of section 4 of 
this regulation, except subsection 4(a) (5), shall not apply to 
any extension of real estate construction credit which is a con
tract for the leasing of nonresidential property.1821

18a Leases exempt under this subsection shall be considered “ subject to” 
the regulation for purposes of subsection 4(a)(5). Moreover, even though 
contracts for the leasing of nonresidential property are exempt to the extent 
provided in subsection (o) above, in cases where there is borrowing to 
finance nonresidential construction on leased land, and under the contract 
for leasing the lessee has the option of becoming the owner of the land, 
or has the right to have all or part of the payments required by the con
tract subsequently applied to a purchase of the land, or obligates himself 
to pay a sum substantially equivalent to or in excess of the value of the 
land, the amount of credit outstanding by reason of the lease must be 
taken into account in determining the amount of additional credit which 
may be extended to the lessee to finance the construction. In such cases, 
the amount of credit outstanding by reason of the lease shall be considered 
to be the appraised value of the land less any amounts which have been 
paid and which are applicable to the purchase of the land.




