FEDERAL RESERVE BANK
OF NEW YORK

Fiscal Agent of the United States

[ Circular No. 1432
October 8, 1934

Subscription Books to Close October 11, 1934

On Offering of United States of America 31/ per cent
Treasury Bonds of 1944-46

To all Banks and Trust Companies in the Second
Federal Reserve District and Others Concerned:

In accordance with instructions from the Treasury Department the
subscription books for the offering of United States of America
3% per cent Treasury bonds of 1944-46, additional issue, dated and
bearing interest from April 16, 1934, due April 15, 1946, offered only
in exchange for Fourth Liberty Loan 4% per cent bonds of 1933-38
included in the second call for redemption on October 15, 1934 (second-
called Fourth 4%4’s) will close at the close of business Thursday,
October 11, 1934. Any subscription received after the close of busi-
ness Thursday, October 11, 1934, will be rejected.

Georee L. Hagrrisow,

Governor.

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



FEDERAL RESERVE BANK
OF NEW YORK

October 8, 1934.

To Each Member State Bank in the
Second Federal Reserve District:

The Act of Congress approved June 19, 1934, relating to direct loans for industrial pur-
poses by Federal Reserve banks, published on pages 430-434 of the July 1934 issue of the
Federal Reserve Bulletin, added a new section, 13(b) to the Federal Reserve Act, paragraph.
(b) of which authorizes each Federal reserve bank to discount for, or purchase from, any
member bank or other financing institution operating in its district, obligations having maturi-
ties not exceeding five years entered into for the purpose of furnishing working capital to an
established industrial or commercial business; to make loans or advances direct to any member
bank or financing institution on the security of such obligations; and to make commitments
with regard thereto, including commitments made in advance of the actual undertaking of such
obligations. '

The Act also provides that a member bank or other financing institution, which discounts
or sells such an obligation to a Federal reserve bank, shall obligate itself to the satisfaction
of the Federal reserve bank for at least 20 percent of any loss which may be sustained
thereon; also that, in lieu of so obligating itself to the Federal reserve bank, a member bank
or financing institution may advance at least 20 percent of a working capital loan to an estab-
lished industrial or commercial business and the Federal reserve bank the remainder, provided
the total of such loan is considered as one advance and repayment made prorata under such
regulations as the Federal Reserve Board may prescribe.

In view of the apparent misunderstanding on the part of some member banks on this sub-

ject, the Federal Reserve Board has requested me to advise you as follows in regard to the

Y manner in which these loans should be included in condition reports submitted to the Federal
reserve bank and in examination reports made by examiners for the Federal reserve banks.

1. If your bank discounts with, or sells to, the Federal reserve bank any obligation of an
industrial or commercial business issued for working capital purposes, only that portion of such
obligation rediscounted with, or sold to, the Reserve bank on which your bank has obligated itself
to the Federal reserve bank for any loss sustained thereon is to be included among the assets and
liabilities of your bank in condition reports submitted to the Federal reserve bank. The amount
of such obligation on which your bank is liable for any loss sustained is to be included in loans or
investments and shown among liabilities as ‘‘Obligations on industrial advances transferred to
Federal Reserve Bank.”’

2. If, instead of discounting a working eapital obligation with, or selling it to, the Federal
reserve bank, your bank advances not less than 20 percent of such obligation and the remainder
is advanced by the Federal reserve bank, only the amount of the advance by your bank should be
included in the loans or investments in econdition reports submitted to the Federal reserve bank.
The amount advanced by the Federal reserve bank should not be included in the balance sheet of
your bank.

3. When your bank makes an industrial advance of the kind described in the Act of June
19, 1934, and obtains a commitment from a Federal reserve bank in regard thereto, the total
advance should be included in the loans or investments of your bank in condition reports submitted
to the Federal reserve bank, but the commitment obtained from the Federal reserve bank should
not be shown in the balance sheet of your bank.

4. Examiners for the Federal reserve banks have been instructed not to include in the loan
classification the portion of a working capital advance which has been transferred to the Federal
reserve bank without obligation on the part of your bank for any loss thereon or which, in aceord-
ance with a commitment obtained from the Federal reserve bank, may be so transferred, and not
to classify, except with respect to apparent losses, the remaining portion of such working eapital

£ advance.

Very truly yours,

J. H. CasE,
Federal Reserve Agent.
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