
f ed e r a l  r e se r v e  b a n k
OF D ALLAS

Dallas, Texas, July 3, 1945

AMENDMENT TO REGULATION U

To All Banking Institutions in the
Eleventh Federal Reserve District:

There is transmitted herewith an amendment, together with 
a revised supplement, to Regulation U, issued by the Board of 
Governors of the Federal Reserve System. The amendment in
creases margin requirements from 50 per cent to 75 per cent, 
effective July 5, 1945, for credit extended by banks to finance 
purchases of stock exchange securities.

The amendment includes, in addition, technical changes in the 
regulation, effective July 16, 1945, to simplify and strengthen the 
supporting rules. A new provision in the enclosed amendment to 
Regulation U requires that the proceeds of sales of securities held 
as collateral to loans that are undermargined under the new re
quirement shall be used to the extent necessary to increase the 
margin on the remaining securities held as collateral until it is 
on a 75 per cent basis. Except to this extent, the amendment does 
not require that existing loans be brought up to the 75 per cent 
level.

The regulation is not applicable to loans for purposes other 
than purchasing, carrying or trading in securities registered on 
a national securities exchange.

Member banks of the Federal Reserve System are requested 
to insert the attached amendment to Regulation U in ring bind
ers containing Regulations of the Board of Governors and Bul
letins of this bank, substituting the enclosed revised supplement 
in lieu of the February 5, 1945, supplement to Regulation U.

Yours very truly,

R. R. GILBERT
President

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)



AMENDMENT TO REGULATION U

ISSUED BY THE BOARD OF GOVERNORS 
OF THE FEDERAL RESERVE SYSTEM

Effective, in part, July 5, 1945, and, in part, July 16, 1945.

Regulation U  is hereby amended in the following respects, the changes 
in the supplement to the regulation and the new section 3 (o )  to become 
effective July 5, 1945, and the other changes to become effective July 16, 
1945.

1 . Section 1 is amended so that the third paragraph will read as 
follow s:

W hile a bank maintains any such loan, whenever made, the bank 
shall not at any time permit any withdrawal or substitution of col
lateral if, after such withdrawal or substitution, the loan exceeds the 
maximum loan value of the collateral, unless:

(1 )  In the case of a withdrawal, the loan is reduced by an 
amount equal to the current market value of the collateral with
drawn; or

(2 )  In the case of a substitution, the loan is reduced by an 
amount equal to any excess of the current market value of the col
lateral withdrawn over the maximum loan value of the collateral 
deposited.

If the maximum loan value of the collateral has become less than the 
amount of the loan, such amount may nevertheless be increased if there is 
provided additional collateral having maximum loan value at least equal 
to the amount of the increase.

2. Section 2 (b ) is amended so that it will read as follows:

(b ) Any loan made prior to July 16, 1945, to any person whose 
total indebtedness to the bank at the date of and including such loan 
does not exceed $1,000.

3. Section 2 is amended by deleting subsection (e) and substituting 
in lieu thereof the following new subsection (e ) :

(e ) Any loan to a broker or dealer secured by any securities 
which, according to written notice received by the bank from the 
broker or dealer pursuant to a rule of the Securities and Exchange



SUPPLEMENT TO REGULATION U

ISSUED BY THE BOARD OF GOVERNORS 
OF THE FEDERAL RESERVE SYSTEM

Effective July 5, 1945

For the purpose of section 1 of Regulation U , the maximum loan 
value of any stock, whether or not registered on a national securities 
exchange, shall be 25 per cent of its current market value, as determined 
by any reasonable method.

Loans to Specialists.— Notwithstanding the foregoing, a stock, if 
registered on a national securities exchange, shall have a maximum loan 
value of 50 per cent of its current market value, as determined by any 
reasonable method, in the case of a loan to a member of a national securi
ties exchange who is registered and acts as a specialist in securities on 
the exchange for the purpose of financing such member’s transactions 
as a specialist in securities.



Commission concerning the hypothecation of customers’ securities 
(Rule X -8 C -1  or Rule X -1 5 C 2 -1 ) , are securities carried for the ac
count of one or more customers, provided the bank accepts in good 
faith from the broker or dealer a signed statement to the effect that 
he is subject to the provisions of Regulation T  (or that he does not 
extend or maintain credit to or for customers except in accordance 
therewith as if he were subject thereto).

4 . Section 3 is amended by deleting subsection (o ) and substituting 
in lieu thereof the following new subsection (o ) :

(o ) A  loan to a member of a national securities exchange who 
is registered and acts as a specialist in securities on the exchange for 
the purpose of financing such member’s transactions as a specialist 
in such securities shall not be subject to the provisions of the third 
paragraph of section 1, but the bank shall not at any time permit with
drawals or substitutions of collateral for such a loan that would create 
or increase a deficiency in the maximum loan value of the collateral 
below the amount of the loan, nor shall the bank increase the amount 
of a loan if the collateral is deficient unless additional collateral is 
provided having maximum loan value at least equal to the amount 
of the increase.

5 . The supplement to Regulation U  is amended so that it will read 
as follow s:

For the purpose of section 1 of Regulation U , the maximum 
loan value of any stock, whether or not registered on a national securi
ties exchange, shall be 25 per cent of its current market value, as 
determined by any reasonable method.

Loans to Specialists.— Notwithstanding the foregoing, a 
stock, if registered on a national securities exchange, shall have a 
maximum loan value of 50 per cent of its current market value, as 
determined by any reasonable method, in the case of a loan to a mem
ber of a national securities exchange who is registered and acts as a 
specialist in securities on the exchange for the purpose of financing 
such member’s transactions as a specialist in securities.




