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AMENDMENTS TO REGULATIONS G, T ,  AND U

"Same-Day Substi tu tion"  Limitation to Be Reinstated at  
30-Percent  Level on November 3, 1975

TO ALL BANKS, BROKERS/DEALERS,
REGULATION G REGISTRANTS,

AND OTHERS CONCERNED IN THE
ELEVENTH FEDERAL RESERVE DISTRICT:

The Board of G overnors  of the Federal R eserve  System announced  tha t  effective 
November 3, 1975, it will re in s ta te  a ru le  tha t  limits the u se  of the  sam e-day  subst i tu t ion  
p r iv i lege  in stock m argin  accoun ts .

Under the  re in s ta ted  ru le ,  u se  of the sam e-day  subst i tu t ion  p r iv i leg e  will be lim
ited to accounts with an  equity  of 30 p e rcen t  or  more of the m arke t  va lue  of the stock co lla t 
era l  in the account.  This  ratio had been se t  a t  40 p e rcen t  p r io r  to su spens ion  of the 
p r iv i leg e  last November 4.

The  ru le  was su sp en d ed  to perm it  the Board to co n s id e r  the impact of the ru le  on 
m argin  cus to m ers ,  b ro k e rag e  f i rm s ,  and the stock m arke t .  The  su spens ion  ex p i re s  on Sep 
tem ber 30, 1975, b u t  the  Board ex tended  it th rough  November 2, 1975, to allow b ro k e rag e  
firms time to make the n ec es sa ry  opera t ing  and com puter ch anges  p r io r  to re ins ta tem ent.

In announc ing  the re ins ta tem ent ,  the  Board said the benefits of the  ru le —which is 
d es igned  to improve the quali ty  of m argin  c r e d i t—outweigh any  potential a d v e r s e  effects.

Under the sam e-day  subs t i tu t ion  p r iv i leg e ,  custom ers  a re  permit ted  to subs t i tu te  
one s ecu r i ty  for an o the r  in th e i r  accounts th ro u g h  offsetting p u rc h a s e s  and sa les  made on 
the same d ay ,  without app ly ing  additional m arg in  for the p u rc h a s e  or  us ing  any  of the p r o 
ceeds of the sale to s t ren g th e n  an account  tha t  is below the initial m arg in  requ irem en t .

The re ins ta tem ent  app l ies  to ex tensions  of c r ed i t  by b ro k e r s  and  d ea le r s  (Regula
tion T) and  loans by banks  and o th e r  lende rs  (Regulations U and G, respec tive ly )  for the 
p u rp o se  of p u rc h as in g  o r  ca r ry in g  s tocks re g is te red  on a national exchange  o r  named on the 
B oard 's  o v e r - th e -c o u n te r  m arg in  list.

In submitt ing  the amendments for publicat ion  in the FEDERAL REGISTER, the 
Board of G overnors  made the following statement:

The B oard 's  secu r i t ie s  c r ed i t  reg u la t io n s ,  P ar ts  207, 220, and  221 
(Regulations G, T ,  and  U ) , g en e ra l ly  r e q u i r e  that  in the case  of p u rc h a s e -  
a n d - sa le  subs t i tu t ions  of secu r i t ie s  in an u n d erm arg in ed  account a specified
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portion of the sa le  p roceeds  must be used  to s t ren g th e n  the account .  Until 
Septem ber 18, 1972, th e re  was an  exemption from that  requ irem en t  for all 
accounts when both the p u rc h a s e  and  sa le  w ere  executed  on the same day .
By amendments p ub l ished  in the FEDERAL REGISTER a t  37 FED. REG. 13972, 
effective Septem ber 18, 1972, the Board n a r row ed  the  sam e-day  exemption 
and  limited it to accounts  in which the  cu s to m er 's  equity  was a t  least 40 p e r 
cent.

The  limitation in the Septem ber 18, 1972, amendments was su sp en d ed  
twice, with the  ex is t ing  su sp en s io n  schedu led  for exp ira t ion  on Septem
b e r  30, 1975, while the  Board rev iew ed  the a p p ro p r ia ten e s s  or  in ap p ro p r i 
a teness  of maintaining the 40 p e rcen t  equ i ty  requ irem en t  with re sp ec t  to the 
exemption for sam e-day  su b s t i tu t io n s .

T he  Board has  de te rm ined  tha t  the limitation should ap p ly ,  u n d e r  p r e s 
en t  c i rc u m sta n ces ,  to accounts in which the  cu s to m er 's  equ ity  is less than 
30 p e rcen t  r a th e r  than  40 p e rc e n t .  T he  su spens ion  from the limitation will 
be ex tended  th ro u g h  November 2, 1975, to allow the in d u s t ry  time to make 
n e c e s sa ry  ad jus tm en ts .

T h ese  amendments a r e  i s sued  p u r s u a n t  to the au tho r i ty  of section 7 of 
the S ecu r i t ie s  Exchange Act of 1934 (15 U .S .C .  Sec.  78g) .

The  req u irem en ts  of 5 U .S .C .  Sec.  553 with re sp ec t  to notice, public  
par t ic ipa t ion ,  and d e fe r red  effective date w e re  not followed in connection 
with these  amendments s ince  they  re lieve re s t r ic t io n s  and  the Board found 
that  to follow the  requ irem en ts  of section 553 would be im practical ,  u n n ec es 
s a r y ,  and  c o n t ra ry  to the  pub lic  in te re s t .

Enclosed is a copy of the  am ended Supplements  to Regulations G, T ,  and  U, which 
should  be  filed in your  Regulations b in d e r .  Additional copies will be fu rn ish ed  upon req u es t  
to the S e c re ta ry ' s  Office of th is  Bank.

Sincerely yours ,

T .  W. Plant

First Vice President

Enclosure



BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

SECURITIES CREDIT TRANSACTIONS

AMENDMENTS TO REGULATIONS G, T, AND U 

Effective September 30 ,1975

PART 207 — SECURITIES CREDIT BY 
PERSONS OTHER THAN BANKS, 

BROKERS, OR DEALERS

1. Part 207 (Reg. G), paragraph (f) of § 207.5 
(the Supplement to Regulation G) is amended by 
lowering the minimum equity ratio from 40 per
cent to 30 percent and changing the final date of 
the suspension period from September 30, 1975, 
to November 2, 1975. The amended section reads 
as follows:

SECTION 207.5 — SUPPLEMENT
* * * * *

(f) Minimum equity ratio. The minimum equity 
ratio of a credit subject to § 207.1 is 30 percent. 
For the period November 5, 1974, through 
November 2, 1975, all same-day substitutions of 
collateral permitted by section 207.1(j)(2) for 
credits in which the equity ratio equals or exceeds 
the minimum equity ratio shall also be permitted 
for all credits in which the equity ratio is less 
than the minimum equity ratio.

PART 220 — CREDIT BY BROKERS 
AND DEALERS

2. Part 220 (Reg. T), paragraph (g) of § 220.8 
(the Supplement to Regulation T) is amended by 
changing the figures to be used in the computation 
which appear in subparagraphs (1) and (2) and by 
changing the expiration date of the suspension in 
subparagraph (3) to November 2, 1975.

The amended section reads as follows: 

SECTION 220.8 — SUPPLEMENT 

* * * * *

(g) A ccount subject to section  8(g). For 
pu rposes of the co m p u ta tio n  described  in 
§ 220.3(b)(l)(ii),

(1) The maximum loan value of a registered non
equity security held in the account on March 11,

1968, and continuously thereafter, and of a margin 
equity security shall be 70 percent of the current 
market value of such security, and the maximum 
loan value of an exempted security held in the 
account on March 11, 1968, and continuously 
thereafter shall be the maximum loan value of the 
security as determined by the creditor in good 
faith.

(2) The amount to be included in the adjusted 
deb it balance of the acco u n t p u rsu a n t to 
§ 220.3(d)(3) as margin required for short sales of 
securities (other than exempted securities) shall be 
30 percent of the current market value of each 
security.

(3) For the period November 5, 1974, through 
November 2, 1975, all transactions permitted by 
§§ 220.3(b)(1) and 220.3(g) for accounts not sub
ject to section 8(g) shall also be permitted in ac
counts subject to section 8(g).

PART 221 — CREDIT BY BANKS FOR THE 
PURPOSE OF PURCHASING OR 

CARRYING MARGIN STOCK

3. Part 221 (Reg. U), paragraph (f) of § 221.4 
(the Supplement to Regulation U) is amended by 
changing the minimum equity ratio from 40 per
cent to 30 percent and by changing the expiration 
date of the suspension period from September 30, 
1975, to November 2, 1975. The amended section 
reads as follows:

SECTION 221.4 — SUPPLEMENT

* * * * *

(f) Minimum equity ratio. The minimum equity 
ratio of a credit subject to § 221.1 is 30 percent. 
For the period November 5, 1974, through No
vember 2, 1975, all same-day transactions per
mitted by 221.1(c) for credits in which the equity 
ratio is equal to or exceeds the minimum equity 
ratio shall also be permitted for those credits in 
which the equity ratio is less than the minimum 
equity ratio.




