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Notice 95-75

TO: The Chief Executive Officer of each
member bank and bank holding company 
in the Eleventh Federal Reserve District

SUBJECT

Request for Public Comment on a 
Proposal to Amend the Risk-based Capital 

Requirements and on a Possible Approach to Setting 
Capital Requirements for Market Risk

DETAILS

The Board of Governors of the Federal Reserve System is requesting public 
comment on a proposal to amend its risk-based capital requirements to incorporate a 
measure for market risk in foreign exchange and commodity activities and in the trading 
of debt and equity instruments.

Under the proposal, state member banks and bank holding companies with 
relatively large trading activities would calculate their capital charges for market risk 
using either their own internal value-at-risk model(s) or, alternatively, risk management 
techniques that were developed by supervisors. The effect of the proposed rule would be 
that, in addition to existing capital requirements for credit risk, certain institutions would 
be required to hold capital based on the measure of their market risk exposure. The 
Board must receive comments on this proposal by September 18, 1995. All comments 
should refer to Docket No. R-0884.

The Board is also requesting comment on a possible approach to setting 
capital requirements for market risk which, if feasible, might form the basis for future 
enhancements to supervisory procedures. This approach would require a bank to specify 
the amount of capital it chose to allocate to support market risk. The Board must 
receive comments on this proposal by November 1, 1995. All comments should refer to 
Docket No. R-0886.

For additional copies, bankers and others are encouraged to use one of the following toll-free numbers in contacting the Federal 
Reserve Bank of Dallas: Dallas Office (800) 333 -4460; El Paso Branch Intrastate (800) 592-1631, Interstate (800) 351-1012; Houston 
Branch Intrastate (800) 392-4162, Interstate (800) 221-0363; San Antonio Branch Intrastate (800) 292-5810.
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Comments on the above proposals should be addressed to William W. Wiles, 
Secretary, Board of Governors of the Federal Reserve System, 20th Street and Constitu
tion Avenue, N.W., Washington, D.C. 20551.

MORE INFORMATION

For more information, please contact Dorsey Davis at (214) 922-6051. Due 
to the size of the Board’s document, we are not enclosing it. Those interested in a copy 
of the document may contact the Public Affairs Department at (214) 922-5254.

Sincerely yours,


