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DALLAS, TEXAS 75222

Circular No. 71-78 
April 7, 1971

AMENDMENT TO REGULATION M 
(Foreign Activities of National Banks)

AMENDMENT TO REGULATION Y 
(Bank Holding Companies)

To All Member Banks
in the Eleventh Federal Reserve District:

The Board of Governors of the Federal Reserve System announced, 
effective April 1, an amendment to section 217.3(a) of Regulation M to 
permit member banks with foreign branches to count toward their reserve- 
free Eurodollar bases certain Treasury securities issued for this purpose 
under a special program announced simultaneously by the Treasury Depart
ment. The effect is similar to that of an earlier amendment permitting 
the use of special Eximbank securities for the same purpose. A copy of 
the amendment is enclosed, and it can be used to replace the sheet con
taining the January 15, 1971, amendment to section 217.3(a), furnished 
you earlier.

Also enclosed is a copy of the amendment to Regulation Y which 
was announced in our Circular No. 71-73 on March 26. This amendment 
implements the Board’s authority under section 4(c)(12) of the Bank Hold
ing Company Act, and was furnished earlier in offset form, along with 
announcement of the scheduling of hearings by the Board in connection 
with activities "closely related to banking" under section 4(c)(8) of 
the Act.

These amendments should be filed in the Binder of Federal 
Reserve Regulations furnished to all member banks.

A current version of Regulation M consists of the pamphlet, as 
amended, effective January 7, 1971, and the enclosed amendment. A cur
rent version of Regulation Y consists of the pamphlet, as amended, effec
tive March 15, 1968, and the enclosed amendment.

Yours very truly,

P. E. Coldwell

President

Enclosures (2 )

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



BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

FOREIGN ACTIVITIES OF NATIONAL BANKS

AM ENDM ENT TO REGULATION M

Effective April 1, 1971, § 213.7(a) is amended to 
read as follows:

SECTION 213.7—RESERVES AGAINST 
FOREIGN BRANCH DEPOSITS

(a) Transactions w ith parent bank. During 
each week of the four-week period beginning 
October 16, 1969, and during each week of each 
successive four-week (“maintenance”) period, a 
m em b er b a n k  h a v in g  one o r  m o re  fo re ig n  
branches shall maintain with the Reserve Bank of 
its district, as a reserve against its foreign branch 
deposits, a daily average balance equal to 20 per 
cent of the amount by which the daily average 
total of

(1) net balances due from its domestic offices 
to such branches, and

(2) assets (including participations) held by 
such branches which were acquired from its do
mestic offices,7

during the four-week (“computation”) period 
ending on the Wednesday fifteen days before the 
beginning of the maintenance period, exceeds the 
greater of

(i) the lowest corresponding daily average total8 
for any computation period ending after Novem
ber 25, 1970, or

(ii) 3 per cent of the member bank’s daily 
average deposits subject to § 204.5(a) of this 
chapter (Regulation D) during the current com
putation period, or the lowest corresponding daily 
average total8 for any computation period begin
ning on or after January 21, 1971, and after the 
hank has had a foreign branch in operation for 
more than 90 days, whichever amount is the lesser: 
Provided, That the applicable base computed under
(i) or (ii) shall be reduced by the daily average 
amount of any deposits of the member bank sub
ject to § 204.5(c) of this chapter (Regulation D) 
during the computation period.

* * * * *

7Excluding (1) assets so held on June 26, 1969, 
representing credit extended to persons not residents 
of the United States and (2) credit extended or re
newed by a domestic office after June 26, 1969, to per
sons not residents of the United States to the extent 
such credit was not extended in order to replace credit 
outstanding on that date which was paid prior to its 
original maturity (see definition of United States resi
dent in footnote 9).

8Including the principal amount paid by a foreign 
branch of the member bank for obligations held by 
such branch that were purchased by it from the Ex
port-Import Bank of the United States pursuant to its 
program announced on January 15, 1971, or pur
chased by it from the U.S. Treasury pursuant to its 
program announced on April 1, 1971, and excluding 
assets representing credit extended to persons not 
residents of the United States.



BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

BANK HOLDING COMPANIES

AM ENDM ENT TO REGULATION Y

Effective March 18, 1971, section 222.4 of Regulation Y is amended 
by adding a new paragraph as follows:

SECTION 222.4—INTERESTS IN NONBANKING ORGANIZATIONS 

* * * * *

(d) Certain acquisitions by companies that became bank holding companies 
on December 31, 1970, as a result of the 1970 amendments. Except as pro
vided in this paragraph, no bank holding company may acquire, directly or 
indirectly, any shares or commence to engage in any activities on the basis of 
section 4 (c) (12) of the Act. A company may file with the Board an irrevoc
able declaration, in the form approved by the Board, that it will cease to be a 
bank holding company by January 1, 1981, unless it is granted an exemption 
under section 4 (d) of the Act. A company that has filed such a declaration 
may (1) commence new activities de novo, either directly or through a sub
sidiary, without further action under this paragraph, until such time as the 
Board notifies the company to the contrary, and (2) make an acquisition of 
a going concern 45 days after the company has informed its Reserve Bank of 
the proposed acquisition, unless the company is notified to the contrary within 
that time or unless it is permitted to make the acquisition at an earlier date, 
based on exigent circumstances of a particular case. If the company has not 
filed such a declaration, no acquisition may be made, or activity commenced, 
on the basis of section 4 (c )(1 2 ) except with prior approval of the Board. 
Normally only requests with respect to acquisitions or expansion of activities 
that the company demonstrates to the satisfaction of the Board are necessary 
to enable it more efficiently to market its assets subject to divestiture will be 
approved. This paragraph does not apply to acquisitions made pursuant to a 
binding commitment entered into before March 23, 1971.




