
FEDERAL RESERVE BOARD 
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-7997 

September 4, 1934. 

SUBJECT; C l a s s i f i c a t i o n of Loans under 
T i t l e I of the Nat iona l 
Housing Act . 

Dear S i r : 

There i s a t t ached f o r your i n fo rma t ion a copy 

of a l e t t e r addressed by t h e Board under da te of Septem-

ber 4, 1934, t o t he Federa l Reserve Agent a t t he Federa l 

Reserve Bank of Cleveland, wi th regard t o the c l a s s i f i -

c a t i o n by examiners f o r the Federa l r e s e r v e banks of 

loans made under the p rov i s ions of Sec t ion 2, T i t l e I 

of the Nat iona l Housing Act . 

Very t r u l y yours 

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

I n c l o s u r e . 

TO ALL FEDERAL RESERVE AGENTS. 
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C O P Y X-7997-a 

September 4, 1934. 

Mr• L. B. Williamsj 
Federal Reserve Agent, 
Federal Reserve Bank of Cleveland, 
Cleveland, Ohio. 

Dear Mr. Williams: 

Reference i s made to your l e t t e r of August 20, 1934, concern-

ing loans made by banking i n s t i t u t i o n s under the provis ions of Sect ion 

2, T i t l e I of the National Housing Act and, p a r t i c u l a r l y , the c l a s s i f i -

ca t ion of such loans by examiners f o r the Federal Reserve Banks. 

The National Housing Act provides f o r the insurance of such 

loans, under the condit ions imposed, t o an amount not to exceed 20 per 

cent of the t o t a l amount of the loans, advances of c r e d i t , and purchases 

made by each approved f i n a n c i a l i n s t i t u t i o n f o r the prescr ibed purposes. 

Under Section 3, T i t l e I of the Act, the Administrator i s 

authorized t o make loans to i n s t i t u t i o n s insured under Sect ion 2, upon 

the s e c u r i t y of ob l iga t ions which meet the requirements prescr ibed under 

Section 2, f o r the f u l l f ace value of the obl igat ions o f fe red as secur-

i t y , sub jec t t o such r a t e s , terms and condit ions as the Administrator 

sha l l determine. Bu l l e t i n No. 1, issued by the Federal Housing Adminis-

t r a t i o n August 10, 1934, contains the fol lowing statement; 

"Liquid i ty i s assured by an agreement of the Federal 
Housing Administrat ion incorporated i n the Contract of 
Insurance, t o advance cash t o any f i n a n c i a l i n s t i t u t i o n 
demonstrating the need f o r same, a t any time, up t o the 
f u l l face value of a l l outstanding insured notes i n good 
s tanding ." 
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Mr. L. B. Williams 2- X-7997-a 

I t i s f u r t h e r expla ined i n the B u l l e t i n t h a t such r e d i s c o u n t 

f a c i l i t i e s a re not in tended f o r use i n order t o o b t a i n government money 

t o lend but a re t o a s su re the a b i l i t y of t h e f i n a n c i a l i n s t i t u t i o n t o 

r a i s e cash a g a i n s t such r e c e i v a b l e s i n case of emergency# 

The Board f e e l s t h a t the examiners f o r t h e Federa l Reserve 

Banks should be i n s t r u c t e d t h a t no p a r t of the loans made under t h e 

p rov i s ions of Sec t ion 2, T i t l e I of the Nat ional Housing Act should be 

c l a s s i f i e d as slow, d o u b t f u l , or l o s s so long as t h e insurance provided 

by t h e Federa l Housing Admin is t ra t ion adequate ly covers t h e loans or 

po r t ions the reof which might otherwise be so c l a s s i f i e d . I t i s under-

stood t h a t s i m i l a r i n s t r u c t i o n s have been i s sued by the Comptroller of 

t he Currency t o a l l n a t i o n a l bank examiners . 

I t i s understood t h a t , i f you have not a l r e a d y done so, you 

w i l l r e c e i v e copies of the r e g u l a t i o n s of the Federa l Housing Adminis t ra-

t i o n from t h a t o r g a n i z a t i o n . 

Very t r u l y yours , 

(Signed) Chester M o r r i l l 

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