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(8) Export-Import Bank notes and
guaranteed participation certificates;
(9) Farmers Home Administration insured notes;
(10) Notes fully guaranteed as to
principal and interest by the Small
Business Administration;
(11) Federal Housing Administration
debentures;
(12) District of Columbia Armory
Board bonds;
(13) Tennessee Valley Authority
bonds and notes;
(14) Bonds and notes of local urban
renewal or public housing agencies
fully supported as to principal and interest by the full faith and credit of the
United States pursuant to section 302
of the Housing Act of 1961 (42 U.S.C.
1421a(c), 1452(c)).
(15) Commodity Credit Corporation
certificates of interest in a price-support loan pool.
(16) Federal Home Loan Mortgage
Corporation notes, debentures, and
guaranteed certificates of participation.
(17) U.S. Postal Service obligations.
(18) Participation certificates evidencing undivided interests in purchase
contracts entered into by the General
Services Administration.
(19) Obligations entered into by the
Secretary of Health, Education, and
Welfare under the Public Health Service Act, as amended by the Medical Facilities Construction and Modernization Amendments of 1970.
(20) Obligations guaranteed by the
Overseas Private Investment Corp.,
pursuant to the provisions of the Foreign Assistance Act of 1961, as amended.
(c) Nothing less than a full guarantee
of principal and interest by a Federal
agency will make an obligation eligible. For example, mortgage loans insured by the Federal Housing Administration are not eligible since the insurance contract is not equivalent to an
unconditional guarantee and does not
fully cover interest payable on the
loan. Obligations of international institutions, such as the Inter-American
Development Bank and the International Bank for Reconstruction and
Development, are also not eligible,
since such institutions are not agencies
of the United States.

(d) Also eligible for purchase under
section 14(b) are ‘‘bills, notes, revenue
bonds, and warrants with a maturity
from date of purchase of not exceeding
6 months, issued in anticipation of the
collection of taxes or in anticipation of
the receipt of assured revenues by any
State, county, district, political subdivision, or municipality in the continental United States, including irrigation, drainage and reclamation districts.’’3 In determining the eligibility
of such obligations as collateral for advances, but the Reserve Bank will satisfy itself that sufficient tax or other
assured revenues earmarked for payment of such obligations will be available for that purpose at maturity, or
within 6 months from the date of the
advance if no maturity is stated. Payments due from Federal, State or other
governmental units may, in the Reserve Bank’s discretion, be regarded as
‘‘other assured revenues’’; but neither
the proceeds of a prospective issue of
securities nor future tolls, rents or
similar collections for the voluntary
use of government property for nongovernmental purposes will normally
be so regarded. Obligations with original maturities exceeding 1 year would
not ordinarily be self-liquidating as
contemplated by the statute, unless at
the time of issue provision is made for
a redemption or sinking fund that will
be sufficient to pay such obligations at
maturity.
[Reg. A, 33 FR 17231, Nov. 21, 1968, as amended at 34 FR 1113, Jan. 24, 1969; 34 FR 6417,
Apr. 12, 1969; 36 FR 8441, May 6, 1971; 37 FR
24105, Nov. 14, 1972; 43 FR 53709, Nov. 17, 1978;
58 FR 68515, Dec. 28, 1993]

§ 201.109 Eligibility for discount of
mortgage company notes.
(a) The question has arisen whether
notes issued by mortgage banking companies to finance their acquisition and
temporary holding of real estate mortgages are eligible for discount by Reserve Banks.
(b) Under section 13 of the Federal
Reserve Act the Board has authority to
2 [Reserved]
3 Paragraph 3 of section 1 of the Federal
Reserve Act (12 U.S.C. 221) defines the continental United States to mean ‘‘the States of
the United States and the District of Columbia’’, thus including Alaska and Hawaii.
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fully included. Speculation was also a
major Congressional concern, but speculation is not a material element in
mortgage banking operations. Mortgage loans would not therefore seem to
be within the purpose underlying the
exclusions from eligibility in section
13.
(e) Section 201.3(a) provides that a
negotiable note maturing in 90 days or
less is not eligible for discount if the
proceeds are used ‘‘for permanent or
fixed investments of any kind, such as
land, buildings or machinery, or for
any other fixed capital purpose’’. However, the proceeds of a mortgage company’s commercial paper are not used
by it for any permanent or fixed capital purpose, but only to carry temporarily an inventory of mortgage loans
pending their ‘‘packaging’’ for sale to
permanent investors that are usually
recurrent customers.
(f) In view of the foregoing considerations the Board concluded that notes
issued to finance such temporary
‘‘warehousing’’ of real estate mortgage
loans are notes issued for an industrial
or commercial purpose, that such
mortgage loans do not constitute ‘‘investment securities’’, as that term is
used in section 13, and that the temporary holding of such mortgages in
these circumstances is not a permanent investment by the mortgage
banking company. Accordingly, the
Board held that notes having not more
than 90 days to run which are issued to
finance the temporary holding of mortgage loans are eligible for discount by
Reserve Banks.

define what are ‘‘agricultural, industrial, or commercial purposes’’, which
is the statutory criterion for determining the eligibility of notes and
drafts for discount. However, such definition may not include paper ‘‘covering
merely investments or issued or drawn
for the purpose of carrying or trading
in stocks, bonds, or other investment
securities’’.
(c) The legislative history of section
13 suggests that Congress intended to
make eligible for discount ‘‘any paper
drawn for a legitimate business purpose of any kind’’ 4 and that the Board,
in determining what paper is eligible,
should place a ‘‘broad and adaptable
construction’’ 5 upon the terms in section 13. It may also be noted that Congress apparently considered paper
issued to carry investment securities
as paper issued for a ‘‘commercial purpose’’, since it specifically prohibited
the Board from making such paper eligible for discount. If ‘‘commercial’’ is
broad enough to encompass investment
banking, it would also seem to include
mortgage banking.
(d) In providing for the discount of
commercial paper by Reserve Banks,
Congress obviously intended to facilitate the current financing of agriculture, industry, and commerce, as
opposed to long-term investment. 6 In
the main, trading in stocks and bonds
is investment-oriented; most securities
transactions do not directly affect the
production or distribution of goods and
services. Mortgage banking, on the
other hand, is essential to the construction industry and thus more
closely related to industry and commerce. Although investment bankers
also perform similar functions with respect to newly issued securities, Congress saw fit to deny eligibility to all
paper issued to finance the carrying of
securities. Congress did not distinguish
between newly issued and outstanding
securities, perhaps covering the larger
area in order to make certain that the
area of principal concern (i.e., trading
in outstanding stocks and bonds) was

[35 FR 527, Jan. 15, 1970, as amended at 58 FR
68515, Dec. 28, 1993]

§ 201.110 Goods held by persons employed by owner.
(a) The Board has been asked to review an Interpretation it issued in 1933
concerning the eligibility for rediscount by a Federal Reserve Bank of
bankers’ acceptances issued against
field warehouse receipts where the custodian of the goods is a present or
former employee of the borrower.
[¶ 1445 Published Interpretations, 1933
BULLETIN 188] The Board determined
at that time that the acceptances were
not eligible because such receipts do
not comply with the requirement of

4 House

Report No. 69, 63d Cong., p. 48.
Cong. Rec. 4675 (1913) (remarks of Rep.
Phelan).
6 50 Cong. Rec. 5021 (1913) (remarks of Rep.
Thompson of Oklahoma); 50 Cong. Rec. 4731–
32 (1913) (remarks of Rep. Borland).
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