Federal Reserve System

Federal Reserve Bank Rate | Effective
St LOUIS oo .75 | Nov. 7,
2002.
Minneapolis .........cccoceveiiriiiiceee .75 | Nov. 7,
2002.
Kansas City .......ccccceeevereieniiiniciiesnenne .75 | Nov. 7,
2002.
Dallas .......cccooviiiiiiiiiiciine .75 | Nov. 6,
2002.
San FranCisCo .........ccceeiviiiiiiccicinicenes .75 | Nov. 6,
2002.

[Reg. A, 67 FR 69467, Nov. 18, 2002]

EFFECTIVE DATE NOTE: At 67 FR 67787, Nov.
7, 2002, §201.561 was revised, effective Jan. 9,
2003. For the convenience of the user, the re-
vised text follows:

§201.51 Interest rates applicable to credit
extended by a Federal Reserve Bank.

(a) Primary credit. The rate for primary
credit provided to depository institutions
under §201.4(a) is a rate above the target fed-
eral funds rate of the Federal Open Market
Committee.

(b) Secondary credit. The rate for secondary
credit extended to depository institutions
under §201.4(c) is a rate above the primary
credit rate.

(c) Seasonal credit. The rate for seasonal
credit extended to depository institutions
under §201.4(b) is a flexible rate that takes
into account rates on market sources of
funds.

(d) Primary credit rate in a financial emer-
gency. (1) The primary credit rate at a Fed-
eral Reserve Bank is the target federal funds
rate of the Federal Open Market Committee
if:

(i) In a financial emergency the Reserve
Bank has established the primary credit rate
at that rate; and

(ii) The Chairman of the Board of Gov-
ernors (or, in the Chairman’s absence, his au-
thorized designee) certifies that a quorum of
the Board is not available to act on the Re-
serve Bank’s rate establishment.

(2) For purposes of this paragraph (d), a fi-
nancial emergency is a significant disruption
to the U.S. money markets resulting from an
act of war, military or terrorist attack, nat-
ural disaster, or other catastrophic event.

§201.52 Other credit for depository in-
stitutions.

(a) Seasonal credit. The rate for sea-
sonal credit extended to depository in-
stitutions under §201.3(b) is a flexible
rate that takes into account rates on
market sources of funds, but in no case
will the rate charged be less than the
rate for adjustment credit as set out in
§201.51.

(b) Extended credit. For extended cred-
it to depository institutions under
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§201.3(c), for credit outstanding for
more than 30 days, a flexible rate will
be charged that takes into account
rates on market sources of funds, but
in no case will the rate charged be less
than the rate for adjustment credit, as
set out in §201.51, plus one-half per-
centage point. At the discretion of the
Federal Reserve Bank, the 30-day time
period may be shortened.

(c) Special liquidity facility. The rate
for credit extended to eligible institu-
tions under the special liquidity facil-
ity provisions in §201.3(e) is equal to
the targeted federal funds rate plus 1.5
percentage points on each day the cred-
it is outstanding.

[Reg. A, 59 FR 29538, June 8, 1994, as amended
at 59 FR 60700, Nov. 28, 1994; 64 FR 41770, Aug.
2, 1999]

EFFECTIVE DATE NOTE: At 67 FR 67787, Nov.
7, 2002, §201.52 was removed, effective Jan. 9,
2003.

INTERPRETATIONS

§201.104 Eligibility of consumer loans
and finance company paper.

(a) The Board of Governors has clari-
fied and modified its position with re-
spect to the eligibility of consumer
loans and finance company paper for
discount with and as collateral for ad-
vances by the reserve banks.

(b) Section 13, paragraph 2, of the
Federal Reserve Act authorizes a Fed-
eral Reserve Bank, under certain con-
ditions, to discount for member banks

* * % notes, drafts, and bills of exchange
arising out of actual commercial trans-
actions; that is, notes, drafts, and bills of ex-
change issued or drawn for agricultural, in-
dustrial, or commercial purposes, or the pro-
ceeds of which have been used, or are to be
used, for such purposes, the Board of Gov-
ernors of the Federal Reserve System to
have the right to determine or define the
character of the paper thus eligible for dis-
count, within the meaning of this Act.

(c) It continues to be the opinion of
the Board that borrowing for the pur-
pose of purchasing goods is borrowing
for a commercial purpose, whether the
borrower intends to use the goods him-
self or to resell them. Hence, loans
made to enable consumers to purchase
automobiles or other goods should be
included under commercial, agricul-
tural, and industrial paper within the
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meaning of the Federal Reserve Act,
and as such are eligible for discounting
with the Reserve Banks and as security
for advances from the Reserve Banks
under section 13, paragraph 8, of the
Federal Reserve Act as long as they
conform to requirements with respect
to maturity and other matters. This
applies equally to loans made directly
by banks to consumers and to paper ac-
cepted by banks from dealers or fi-
nance companies. It also applies to
notes of finance companies themselves
as long as the proceeds of such notes
are used to finance the purchase of con-
sumer goods or for other purposes
which are eligible within the meaning
of the Federal Reserve Act.

(d) If there is any question as to
whether the proceeds of a note of a fi-
nance company have been or are to be
used for a commercial, agricultural, or
industrial purpose, a financial state-
ment of the finance company reflecting
an excess of notes receivable which ap-
pear eligible for rediscount (without
regard to maturity) over total current
liabilities (i.e., notes due within 1 year)
may be taken as an indication of eligi-
bility. Where information is lacking as
to whether direct consumer loans by a
finance company are for eligible pur-
poses, it may be assumed that 50 per-
cent of such loans are ‘‘notes receiv-
able which appear eligible for redis-
count”. In addition, that language
should be regarded as including notes
given for the purchase of mobile homes
that are acquired by a finance company
from a dealer-seller of such homes.

(e) The principles stated above apply
not only to notes of a finance company
engaged in making consumer loans but
also to notes of a finance company en-
gaged in making loans for other eligi-
ble purposes, including business and
agricultural loans. Under section 13a of
the Federal Reserve Act, paper rep-
resenting loans to finance the produc-
tion, marketing, and carrying of agri-
cultural products or the breeding, rais-
ing, fattening, or marketing of live-
stock is eligible for discount if the
paper has a maturity of not exceeding
9 months. Consequently, a note of a fi-
nance company the proceeds of which
are used by it to make loans for such
purposes is eligible for discount or as
security for a Federal Reserve advance,
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and such a note, unlike the note of a fi-
nance company making consumer
loans, may have a maturity of up to 9
months.

[37 FR 4701, Mar. 4, 1972]

§201.107 Eligibility of demand paper
for discount and as security for ad-
vances by Reserve Banks.

(a) The Board of Governors has re-
considered a ruling made in 1917 that
demand notes are ineligible for dis-
count under the provisions of the Fed-
eral Reserve Act. (1917 Federal Reserve
Bulletin 378.)

(b) The basis of that ruling was the
provision in the second paragraph of
section 13 of the Federal Reserve Act
that notes, drafts, and bills of exchange
must have a maturity at the time of
discount of not more than 90 days, ex-
clusive of grace. The ruling stated that

a demand note or bill is not eligible under
the provisions of the act, since it is not in
terms payable within the prescribed 90 days,
but, at the option of the holder, may not be
presented for payment until after that time.

(c) It is well settled as a matter of
law, however, that demand paper is due
and payable on the date of its issue.
The generally accepted legal view is
stated in Beutel’s Brannan on Nego-
tiable Instruments Law, at page 305, as
follows:

The words on demand serve the same pur-
pose as words making instruments payable
at a specified time. They fix maturity of the
obligation and do not make demand nec-
essary, but mean that the instrument is due,
payable and matured when made and deliv-
ered.

(d) Accordingly, the Board has con-
cluded that, since demand paper is due
and payable on the date of its issue, it
satisfies the maturity requirements of
the statute. Demand paper which oth-
erwise meets the eligibility require-
ments of the Federal Reserve Act and
this part Regulation A, therefore, is el-
igible for discount and as security for
advances by Reserve Banks.

[31 FR 5443, Apr. 16, 1966]

§201.108 Obligations eligible as collat-
eral for advances.

(a) Section 3(a) of Pub. L. 90-505, ap-

proved September 21, 1968, amended the

eighth paragraph of section 13 of the



