
FEDERAL RESERVE BOARD 4 8 8 
WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X-7721 

December 19, 1933. 

SUBJECT: D i r e c t o r s , o f Federa l Reserve Banks 
and Branches Af fec t ed by Sec t ion 8A 
of the Clayton A n t i t r u s t Act . 

Dear S i r : 

The Board has been informed t h a t some of the d i r e c t o r s of 

Federa l r e se rve banks and t h e i r branches a re se rv ing as d i r e c t o r s , 

o f f i c e r s , employees or p a r t n e r s of non-banking o r g a n i z a t i o n s which 

o c c a s i o n a l l y make loans secured by s tock or bond c o l l a t e r a l . As you 

know, such s e r v i c e s a re p r o h i b i t e d by Sec t ion 8A of the Clayton Act, 

and t h e Federal Reserve Board i s wi thout a u t h o r i t y t o i s sue permi ts 

i n such cases , as i t s a u t h o r i t y t o i s s u e permi ts wi th r e s p e c t t o the 

p rov i s i ons of t h e Clayton Act i s l i m i t e d t o permi ts cover ing t h e s e r -

v ice of banking i n s t i t u t i o n s . In t h i s connect ion r e f e r e n c e i s made 

t o the Board 's l e t t e r of November 10, 1933, X-7677. 

The very broad language of t he s t a t u t e has given r i s e t o 

numerous d i f f i c u l t i e s ; and t h e Board has decided to recommend t o Con-

gress when i t convenes in January t h a t t h i s s e c t i o n of t h e law be 

amended as soon as p o s s i b l e so as not t o apply t o d i r e c t o r s of Fed-

e r a l r e s e r v e banks and t h e i r branches , and a l s o so as not t o inc lude 

o rgan i za t i ons which o c c a s i o n a l l y make loans secured by s tock or bond 

c o l l a t e r a l only t o t h e i r own o f f i c e r s or employees, and o r g a n i z a t i o n s 

engaged p r i m a r i l y i n a g r i c u l t u r a l , commercial or i n d u s t r i a l e n t e r p r i s e s 
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which o c c a s i o n a l l y make loans secured by s tock or bond c o l l a t e r a l only 

t o t h e i r own customers . 

As you know, t h e s t a t u t e does not t ake e f f e c t u n t i l January 1, 

1934, and does not apply even then un les s and u n t i l t he o the r o rgan iza -

t i o n which the Federa l r e s e r v e bank d i r e c t o r i s se rv ing s h a l l make new 

loans secured by s tock or bond c o l l a t e r a l , because t he s t a t u t e c l e a r l y 

r e f e r s only t o co rpo ra t i ons which 11 s h a l l make1' such loans a f t e r January 

1, 1934. 

In t h i s connect ion , a t t e n t i o n i s a l s o i n v i t e d t o t h e f a c t t h a t 

o ther s e c t i o n s of t h e Banking Act of 1933 recognize a c l e a r d i s t i n c t i o n 

between loans and o ther ex tens ions of c r e d i t ; and Sec t ion 8A r e f e r s 

only t o o rgan i za t i ons which s h a l l make " loans" secured by s tock or bond 

c o l l a t e r a l . Of course , t h e ques t ion whether a p a r t i c u l a r t r a n s a c t i o n 

i s a loan w i t h i n t h e meaning of the s t a t u t e , as d i s t i n g u i s h e d from an 

ex tens ion of c r e d i t i n some other form, i s a ques t ion t o be decided upon 

the f a c t s of each p a r t i c u l a r case . 

Very t r u l y yours , 

Chester M o r r i l l , 
S e c r e t a r y . 

TO ALL FEDERAL RESERVE AGENTS. 
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