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REGULATION Y 
Notice of Hearing Regarding the Underwriting 
of Real Estate Mortgage Guaranty Insurance

To All Banks, Bank Holding Companies, and Others
Concerned in the Eleventh Federal Reserve District:

The Board of Governors of the Federal Reserve System announced 
that on November 28, 1973, it will conduct a hearing on the question of 
whether the underwriting of mortgage guaranty insurance should be added 
to the list of activities that are considered to be closely related to 
banking and permissible to bank holding companies.

The Board first proposed to add the activity of underwriting 
mortgage guaranty insurance as a permissible activity for bank holding 
companies on May lk, 1973. A copy of that proposal was forwarded to 
you on May 21, 1973. Many of the comments received suggested that a 
hearing be held.

In addition to considering whether the activity of underwriting 
mortgage guaranty insurance would be a permissible activity for bank 
holding companies the Board also will consider a number of possible 
requirements as to the extent to which bank holding companies should be 
authorized to engage in this activity.

A copy of the Board’s statement announcing the November 28 
hearing is enclosed. If you wish to participate in this proceeding, 
you should file a written request not later than November lU, 1973, 
with the Secretary of the Board of Governors of the Federal Reserve 
System, Washington, D. C. 20551. Written comments may also be submitted 
to the Office of the Secretary to be received not later than December 12, 

1973.

President

Y o u r s  v e r y  t r u l y ,

P .  E .  C o l d w e l l ,

Enclosure
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FEDERAL RESERVE SYSTEM

[Reg. YJ 

12 CFR Part 225 

BANK HOLDING COMPANIES

N o t ic e  o f  Hearing Regarding th e  U n derw ritin g  o f  R eal  
E s ta te  Mortgage Guaranty Insurance

The Board o f  Governors has p rop osed , by n o t i c e  p u b lish e d  in  

th e  F e d era l R e g is t e r  on May 2 3 , 1973 (38 F.R. 1 3 5 7 2 ) ,  t o  add t o  th e  

l i s t  o f  a c t i v i t i e s  th a t  i t  h as  determ ined t o  be  c l o s e l y  r e la t e d  t o  

banking or  managing or c o n t r o l l in g  banks (S e c t io n  2 2 5 .4 (a )  o f  Regula

t i o n  Y) th e  f o l lo w in g :  "Engaging in  th e  u n d erw rit in g  o f  r e a l  e s t a t e

mortgage guaranty  in su r a n c e" .

The comment p e r io d  has e x p ir e d  and numerous comments have  

been r e c e iv e d ;  many o f  th o s e  commenting r e q u e s te d  t h a t  th e  Board h o ld  a 

h e a r in g  on th e  p r o p o s a l ,  some r e q u e s te d  a form al h e a r in g ,  and some 

r e q u e s te d  th a t  th e  Board d e fe r  any a c t io n  on th e  p r o p o sa l  pending com

p l e t i o n  o f  th e  s tu d y  o f  th e  p r iv a t e  m ortgage in su r a n c e  in d u s tr y  by th e  

F ed era l N a t io n a l  Mortgage A s s o c ia t io n .

A f te r  c o n s id e r a t io n  o f  th e  comments su b m itted , th e  Board has  

d ec id ed  not to  d e f e r  a c t io n  on th e  p r o p o sa l  and t o  conduct an o r a l  

p r e s e n ta t io n  on th e  m a tte r ,  t o  be h e ld  b e fo r e  a v a i la b l e  members o f  th e  

Board i n  th e  Board Room o f  i t s  b u i ld in g  on 20th  S t r e e t  and C o n s t i tu t io n  

Avenue, N.W ., W ashington, D. C. on November 2 8 , 1973,. b e g in n in g  a t  

10:00  a.m. The p ro ceed in g  w i l l  c o n s i s t  o f  p r e s e n ta t io n s  o f  

s ta te m e n ts  in  o r a l  or  w r i t t e n  form, w hich are  t o  be a d d ressed  t o  th e
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q u e s t lo n  o f  w hether th e  proposed a c t i v i t y  i s  so  c l o s e l y  r e la t e d  t o  

banking as to  be a proper in c id e n t  t h e r e t o ;  and t o  th e  d e s i r a b i l i t y  

o f  th e  f o l lo w in g  r e s t r i c t i o n s  and requ irem ents  on th e  perform ance o f  

th e  a c t i v i t y :

(a )  The proposed s u b s id ia r y  may n ot un d erw rite  

r e a l  e s t a t e  m ortgage guaranty in su r a n c e  on m ortgages  

o r ig in a t e d  by th e  h o ld in g  company system ;

(b) The proposed s u b s id ia r y  m u st, p r io r  t o  under

w r i t in g  any in s u r a n c e ,  become an in s u r e r  q u a l i f i e d  by  

th e  F ed era l Home Loan Mortgage C orporation ;

(c )  The bank h o ld in g  company sy stem  may not make 

demand d e p o s i t s  in  or  reduce corresp on d en t s e r v i c e  ch arges  

fo r  any f i n a n c i a l  i n s t i t u t i o n  as  an i n d i r e c t  means o f  

com pensating th a t  f i n a n c i a l  i n s t i t u t i o n  f o r  u t i l i z i n g

th e  h o ld in g  company's proposed  u n d erw rit in g  s u b s id ia r y ;

(d) The name o f  th e  proposed s u b s id ia r y  may not  

resem ble  th a t  o f  th e  h o ld in g  company o r  any s u b s id ia r y  

bank; and

(e )  The p r o p o sa l  t h a t ,  w ith  r e s p e c t  t o  any pro

posed m ortgage guaranty s u b s id ia r y ,  due to  i t s  s t a t u s

as a nonbanking s u b s id ia r y ,  in  no e v en t  may th e  r e so u r c e s  

o f  any banking s u b s id ia r y  o f  th e  h o ld in g  company be used  

t o  support such company i f  i t  e n c o u n ters  f i n a n c i a l  

d i f f i c u l t i e s .
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Any p erson  d e s ir in g  to  g iv e  te s t im o n y ,  p r e s e n t  e v id e n c e ,  

or o th e r w is e  p a r t i c i p a t e  in  t h e s e  p r o c e ed in g s  sh ou ld  f i l e  w ith  th e  

S e c r e ta r y ,  Board o f  Governors o f  th e  F e d era l R eserve System , W ashington,

D. C. 20551, on or  b e fo r e  November 14 , 1973, a w r i t t e n  r e q u e s t  con

t a in in g  a s ta tem en t o f  th e  n a tu re  o f  th e  p e t i t i o n e r ' s  i n t e r e s t  in  th e  

p r o c e e d in g s ,  th e  e x te n t  o f  p a r t i c i p a t i o n  d e s ir e d ,  a summary o f  th e  

m a tters  con cern in g  w hich p e t i t i o n e r  w ish e s  to  g iv e  te s t im o n y  or  submit 

e v id e n c e ,  and th e  names and i d e n t i t y  o f  w i t n e s s e s  who propose to  

appear.

I n t e r e s t e d  p erson s  need not p a r t i c i p a t e  in  th e  p roceed in gs  through  

o r a l  p r e s e n ta t io n  in  ord er  t o  have t h e i r  v iew s  c o n s id e r e d .  A l l  v iew s  

p r e v io u s ly  e x p r e sse d  i n  w r i t t e n  comments on th e  pending p r o p o sa l  are  

under c o n s id e r a t io n  by th e  Board and are  a v a i la b l e  f o r  i n s p e c t io n  and 

copying  in  Room 1020 o f  th e  B oard 's b u i ld in g .  Anyone w ish in g  t o  submit 

w r i t t e n  comments on th e  i s s u e s  t o  be c o n s id er e d  a t  th e  h e a r in g  may do 

so  a t  any tim e b e fo r e  th e  c l o s e  o f  b u s in e s s  on December 1 2 , 1973.

By ord er  o f  th e  Board o f  G overnors, e f f e c t i v e  October 29 , 1973.

(S ign ed ) C h ester  B. F eldberg

[SEAL]

C h ester  B. F eldberg
S e c r e ta r y  o f  th e  Board




