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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 b o a r d 

370 

Dear S i r : 

Attached i s a copy o f a l e t t e r from Mr. Stewart McDonald, 
Administrator of the Federal Housing Adminis trat ion, reques t ing 
t h a t the Federal Reserve banks a s s i s t the Federal Housing Admin-
i s t r a t i o n by o b t a i n i n g such informat ion f o r the Adminis trat ion as 
i t may reques t from time to time i n regard to the e x p e r i e n c e , 
r eputa t ion and f i n a n c i a l r e s p o n s i b i l i t y of p r o j e c t sponsors . 

In t h i s connec t ion , i t i s noted from the minutes of the 
Conference of P r e s i d e n t s , he ld on Monday and Tuesday October 24 
and 25, t h a t i t was the consensus of the Pres idents ' t h a t the 
Federal Reserve banks should comply with r e q u e s t s of the Federal 
Housing Administrator f o r c r e d i t r e p o r t s but t h a t charges should 
be made f o r such r e p o r t s i n the amount of the a c t u a l expense i n -
vo lved , the minimum charge f o r a repor t to be #1 . 

f e r e n c e t h a t the Federal Reserve banks should cooperate wi th the 
Federal Housing Administrator i n f u r n i s h i n g him from time to time 
such information as they may be ab le to obta in i n regard to the 
e x p e r i e n c e , r eputa t ion and f i n a n c i a l r e s p o n s i b i l i t y of p r o j e c t 
sponsors . The Board does not f e e l , however, t h a t the banks 
should charge f o r inconsequent ia l expenses incurred i n complying 
with the reques t of the Administrator and f e e l s t h a t the banks 
should not adopt the p r a c t i c e of making a minimum charge o f $1 . 
I t i s understood, however, that o r d i n a r i l y i t r e q u i r e s the e x -
pendi ture of a cons iderab le amount of time and expense to obta in 
the informat ion d e s i r e d by the Federal Housing Administrator and 
under such c ircumstances the Board f e e l s that the Federal Re-
serve banks should seek reimbursement on the b a s i s o f t h e i r 
a c t u a l c o s t s . 

The Board concurs with the view of the P r e s i d e n t s ' Con-

Very t r u l y yours 

I n c l o s u r e 

Chester Morr i l l 
Secre tary . 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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FEDERAL HOUSING ADMINISTRATION 
Washington 

November 25, 1938. 

Honorable M, S. E c c l e s , Chairman 
Board of Governors of the 

Federal Reserve System 
Washington, D. C. 

Dear Mr. E c c l e s : 

Mr. Daiger has t o l d me of your conversat ion wi th him 
regarding a sugges t i on made at the recent conference of Reserve 
Bank p r e s i d e n t s to the e f f e c t that the Board of Governors i n -
s t r u c t the Federal Reserve banks as to the handl ing of c r e d i t 
i n q u i r i e s r ece ived from the Federal Housing Admini s tra t ion . 

In accordance with the sugges t ion that you in turn 
made t o Mr. Daiger , I am g i v i n g you t h i s explanat ion of why the 
c r e d i t information obtained f o r us by the Federal Reserve banks 
i s h e l p f u l t o us i n our l a r g e r insur ing o p e r a t i o n s , and why we 
should apprec ia te the continued cooperat ion of the banks in ob-
t a i n i n g f o r u s , in connect ion with these l a r g e r insur ing opera-
t i o n s , such c r e d i t information as they may have in t h e i r own 
f i l e s or as they may obta in through other banking or c r e d i t 
sources . 

As you know, our Rental Housing D i v i s i o n handles 
mortgage- insurance t r a n s a c t i o n s in two c a t e g o r i e s . In one of 
these the mortgages may run up t o $800 ,000 , in the o ther up t o 
$ 5 , 0 0 0 , 0 0 0 ; the average of the two, in a c t u a l p r a c t i c e , i s a t 
present around $500 ,000 . 

You w i l l s e e , both from the s i z e to which t h e s e r e n t a l 
p r o j e c t s may run and from the amount of the average mortgage i n -
sured, that the c r e d i t f a c t o r i s of more than ordinary importance 
in p r o t e c t i n g our mortgage-insurance fund in the f i r s t i n s t a n c e 
and in protec t ing the Treasury aga ins t l o s s in the f i n a l account-
ing . 

For the reasons I have r e l a t e d , I asked Mr. Daiger 
some time ago i f he would not undertake to supplement the c r e d i t 
information which our Rental Housing D i v i s i o n obta ins through the 
usua l repor t ing a g e n c i e s with information obtained through the 
Federal Reserve bank or branch in the d i s t r i c t in which the spon-
sors of these l a r g e r p r o j e c t s are l o c a t e d . We have made i t c l e a r , 
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in reques t ing the a s s i s t a n c e of the Reserve banks in t h i s mat-
t e r , tha t such c r e d i t information as they transmit t o us w i l l 
be t r e a t e d in the s t r i c t conf idence which i s customary in the 
handling of c r e d i t information and that we s h a l l of course be 
g lad to d e f r a y any expense which the banks may incur i n o b t a i n -
ing information f o r u s . 

What we d e s i r e in the case of each project , i s t o ob-
t a i n as much information as i s p r a c t i c a b l e with r e f e r e n c e t o the 
exper ience , r e p u t a t i o n , and f i n a n c i a l r e s p o n s i b i l i t y of the pro-
j e c t sponsors . The s e v e r a l Federal Reserve banks and branches 
from which we have obtained repor t s have been most c o o p e r a t i v e , 
and we are very g r a t e f u l f o r t h e i r a s s i s t a n c e . 

S i n c e r e l y yours , 

(Signed) Stewart McDonald 

Stewart McDonald 
Administrator 
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