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REGULATION T — CREDIT  BY BROKERS AND DEALERS

Tem p o rary  Suspension of Uniform  M arg in  Requirements  
For Options Specialists

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

AND OTHERS CONCERNED IN THE
ELEVENTH FEDERAL RESERVE D IS TR IC T:

T h e  Board of Governors of the Federal Reserve System has suspended  
until fu r th e r  notice for options specialists a provis ion  of Regulation T  which p ro 
vides a uniform m arg in  for the w r it in g  of options.

Following is the text of a statement issued December 29, 1976, by  the  
Board of Governors:

T h e  Board of Governors of the Federal Reserve System today sus
pended until fu r th e r  notice— for options specialists— a provision of 
Regulation T  (m argin  requirem ents for b rokers  and dealers) which  
provides a uniform m argin for the w r it in g  of options.

T he  uniform m arg in  ru le  w il l  go into effect for o thers , as p re 
v iously  scheduled, on January  1, 1977.

On December 15, the Board published fo r comment— to be received  
by January  17, 1977— a proposed amendment to Regulation T  that,  
among other th in g s , would allow an option specialist to use an a lte rn a 
t ive  method of calculating the re q u ire d  m arg in  from that p rovided  in the 
uniform rules to be effective January  1. Since the Board w ill  not be 
able to conclude action on its proposed a lte rn a tive  method of calcula 
tion by January  1, it is suspending the effective date of the uniform  
ru les ,  as they app ly  to options specialis ts , pending fu r th e r  announce
ment.

For your re v ie w , p rin ted  on the reverse  of this c irc u la r  is a copy of the  

Board's proposal as submitted for publication in the FEDERAL REGISTER.

S in cere ly  y o u rs ,
Robert H . Boykin

F irs t  V ice President

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)
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SUBCHAPTER A— BOARD OF GOVERNORS OF 
THE FEDERAL RESERVE SYSTEM

[D o ck e t N o. R -0004]

PART 220— CREDIT BY BROKERS AND 
DEALERS

Temporary Suspension of Uniform Margin 
Requirements for Option Specialists

The Board of Governors, pursuant to 
authority contained in sections 7 and 23 
of the Securities Exchange Act of 1934, 
as amended (15 U.S.C. 78g and w), pro
posed for comment on December 16,1976, 
an  amendment to S 220.4(g) of Regula
tion T (41 FR 55552) governing credit 
which a broker or dealer extends to op
tion Specialists in a Specialists’ account. 
The existing rule requires th a t credit 
terms to Specialists conform to those 
available to public customers in a gen
eral account with two exceptions. One 
exception is applicable only if the ac
count is tha t-o f a joint venture and it 
allows the broker carrying the account to 
disregard any disproportionate sharing 
of profits and losses when analyzing the 
amount of credit being extended. The 
other exception allows the creditor to 
determine "in good faith” the maximum 
loan value of any registered securities in 
the account ra ther than  use the maxi
mum loan value (currently 50 per cent)

which the Board of Governors changes 
from time to time.

The general account provision for toe  
writing of options has been amended ef
fective January  1,1977 (41 FR 43895). in  
ocder to provide a sufficient period for 
toe collection and analysis of comments 
on the proposed rule for Specialists’ 
credit and to  avoid the necessity for 
costly reprogramming of computer sys
tems until such time as the Board acts 
upon the proposed amendment to 5 220.4
(g ). the Board has determined to permit 
option Specialists to continue using the 
existing provisions of ! 220.3(d) (5) after 
January  1, 1977, instead of the new gen
eral account provision which takes effect 
on th a t date. The effect of this action is 
to  permit, in calculating the adjusted 
de^it balance of a Specialist’s account, 
the use of the amount of any margin cus
tomarily required by the creditor in con
nection with the issuance of the option, 
ra ther than  the amount specified by the 
Board.

To implement this, the Board hereby 
temporarily suspends the application of 
S 220.3(d) (5) and (1) as such sections 
would apply after January  1, 1977 to 
transactions in options in a Specialist’s 
account within the scope of S 220.4(g) 
of Regulation T.

The requirements of 5 U.S.C. 553 with 
respect to notice, public participation 
and deferred effective date were not fol
lowed in connection with this suspension 
since it temporarily relieves a restriction 
and the Board found th a t to follow the 
requirements of section 553 would be 
impractical and contrary to the public 
interest inasmuch as it m ight involve 
needless expense for option Specialists 
and possible m arket disruption.

Effective date: This suspension is ef
fective on January 1,1977.

By order of the Board of Governors, 
December 29, 1976.

T h e o d o r e  E. Al l is o n , 
Secretary of the Board.
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