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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

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 
TO T H E B O A R D 

March 21, 1939. 

Dear S i r : 

Attached i s a copy of a l e t t e r dated March 7 , 1939, 
from the Administrator of the United S t a t e s Housing Author i ty , 
r e q u e s t i n g advice a s t o whether i t would be p o s s i b l e f o r the 
Federal Reserve banks t o a c t as agents of the United S t a t e s 
Housing Authority i n connect ion with a proposed new plan f o r 
f u r n i s h i n g l o c a l housing agenc ie s with necessary funds f o r the 
c o n s t r u c t i o n of l ow-rent housing p r o j e c t s . 

The plan contemplates the s a l e of bonds by the l o c a l 
housing a g e n c i e s , the proceeds of such bond o f f e r i n g s to be 
d e p o s i t e d with the Federal Reserve banks and r e l e a s e d to l o c a l 
d e p o s i t a r i e s of the l o c a l housing a g e n c i e s on the s o l e order of 
the United S t a t e s Housing Authority from time to time as funds 
are needed f o r c o n s t r u c t i o n of the p r o j e c t s . 

The United S t a t e s Housing Act of 1937 s p e c i f i c a l l y d i -
r e c t s the Federal Reserve banks t o a c t a s d e p o s i t a r i e s , c u s t o -
d ians , and f i s c a l agents f o r the United S t a t e s Housing Author i ty , 
and the Board s e e s no o b j e c t i o n to the Federal Reserve banks 
a c t i n g i n the capac i ty requested i n the a t tached l e t t e r . 

I t i s understood t h a t , i f i t appears to be necessary 
or d e s i r a b l e , e x i s t i n g agreements between the r e s p e c t i v e banks 
and the Authority w i l l be modif ied t o such e x t e n t a s may be 
appropriate or new agreements w i l l be entered i n t o t o cover 
the performance of these s e r v i c e s . 

Vezy t ru ly yoi 

L. P. Bethea, 
A s s i s t a n t S e c r e t a i y . 

Enclosure 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



S-151 -a 

COPY 
DEPARTMENT OF THE INTERIOR 

UNITED STATES HOUSING AUTHORITY 
Washington 

March 7, 1959. 

Gentlemen: 

The plan of f i n a n c i n g contemplated by the United S t a t e s 
Housing Authority pr ior t o the present time a n t i c i p a t e d t h a t i t 
would be neces sary f o r the United S t a t e s Housing Author i ty to l end 
to publ ic housing a g e n c i e s 90% of the development c o s t of l ow-
rent housing p r o j e c t s . The remaining 10% was to be r a i s e d from 
sources o ther than the United S t a t e s Housing Author i ty . The e n -
t i r e 100% was t o be represented by bonds of the housing a g e n c i e s . 
Under such a p lan , i t was p o s s i b l e f o r the United S t a t e s Housing 
Authori ty , and i t has been our p r a c t i c e , to advance funds from 
time to time as needed. Prospec t ive i n v e s t o r s had no o b j e c t i o n 
to the d e p o s i t of the proceeds of the bonds they were to purchase 
( represent ing only 10% of the loan) i n the l o c a l banks which 
acted as d e p o s i t a r i e s f o r the housing a g e n c i e s . 

At the present t ime, we expect the housing a g e n c i e s to 
be ab le to s e l l bonds r e p r e s e n t i n g as much as 95% of the c o s t o f 
the p r o j e c t s t o p r i v a t e i n v e s t o r s , the bonds t o carry an i n t e r * 
e s t r a t e lower than the minimum r a t e a t which we are author ized 
to lend funds . One o b s t a c l e to such a plan i s the r e f u s a l o f 
prospec t ive i n v e s t o r s to permit the immediate d e p o s i t of the en-
t i r e proceeds of t h e s a l e of such bonds i n the l o c a l d e p o s i t a r i e s . 
Bond i s s u e s of l o c a l a u t h o r i t i e s w i l l amount to s e v e r a l m i l l i o n s 
of d o l l a r s i n many c a s e s , and the prospec t ive purchasers are un-
w i l l i n g to have the e n t i r e amount depos i t ed i n l o c a l banks during 
the e n t i r e c o n s t r u c t i o n per iod . In a d d i t i o n , i t i s contemplated 
t h a t the bond o f f e r i n g s of the l o c a l a u t h o r i t i e s w i l l be c o o r d i -
nated so t h a t the t o t a l o f f e r i n g s a t one t ime may be as much as 
$200 ,000 ,000 . The p r o s p e c t i v e i n v e s t o r s have suggested t h a t t h i s 
money could be depos i t ed i n s e v e r a l New York banks, but we are 
u n w i l l i n g to have such an amount represent ing a l a r g e part of 
our present program on d e p o s i t i n one or s e v e r a l banks a t any 
one t ime. For t h e s e reasons , we f i n d i t necessary to ask your 
advice as t o whether i t w i l l be p o s s i b l e f o r the Federal Reserve 
Banks to a c t a s our agents i n carrying out the f o l l o w i n g plan. 

The publ ic housing a g e n c i e s (which are publ ic bod ie s of 
the s e v e r a l s t a t e s , created under s t a t e enabl ing a c t s ) w i l l au-
t h o r i z e t h e i r bonds and a d v e r t i s e them f o r s a l e . A f t e r b ids have 
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been r e c e i v e d and the bonds awarded, we w i l l make arrangements 
with the Federal Reserve Bank f o r the Federal Reserve D i s t r i c t i n 
which the l o c a l housing agency i s s i t u a t e d to accept the d e p o s i t 
of the proceeds of the s a l e of such bonds of the l o c a l housing 
agency. These proceeds w i l l be he ld by the p a r t i c u l a r Federal 
Reserve Bank f o r r e l e a s e , on the s o l e order of the United S t a t e s 
Housing Author i ty , from time to time as funds are needed f o r con-
s t r u c t i o n of the p r o j e c t s . As funds are r e l e a s e d on the order 
of the United S t a t e s Housing Authori ty , they w i l l be d e p o s i t e d 
i n the l o c a l d e p o s i t a r i e s of the housing a g e n c i e s . Such r e l e a s e s 
w i l l be i n s i z a b l e amounts est imated a t #100,000 or more f o r a v e r -
age p r o j e c t s , and w i l l be supplemented from time to time with 
funds r e p r e s e n t i n g a d d i t i o n a l bond purchases ty the United S t a t e s 
Housing Authority i n the manner provided by our present arrange-
ments with the Federal Reserve Banks. Under the proposed p lan , 
the same amount of money w i l l be depos i ted i n and disbursed from 
l o c a l banks as would have been depos i t ed i n and disbursed from 
l o c a l banks under our present p lan . 

Upon r e c e i p t of advice that the procedure proposed above 
i s agreeable to you, we w i l l communicate with the s e v e r a l Federal 
Reserve Banks and arrange the necessary d e t a i l s . 

F a i t h f u l l y yours , 

(Signed) Nathan Straus 

NATHAN STRAUS, 
Administrator . 

Board of Governors of the 
Federal Reserve System, 

Federal Reserve Bui ld ing 
Washington, D. C. 
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