
FEDERAL RESERVE BANK  

OF NEW  YORK

-  PROPOSED AMENDMENTS TO MARGIN REGULATIONS G, T, AND U

-  INTERIM EXEMPTION UNDER REGULATION U

To All Persons Extending Securities Credit 
in the Second Federal Reserve District:

Following is the text of a statement issued today by the Board of Governors of the Federal 
Reserve System:

The Board of Governors of the Federal Reserve System today proposed amendments 
to its Regulations G, T, and U setting forth conditions under which credit can be obtained 
for the purpose of providing capital to broker-dealer firms without regard to initial 
margin requirements. The amendments are designed to facilitate the raising of longer 
term capital by such firm s.

As proposed, the amendments would become effective in three months — on July 16. 
Comments on the proposals should be submitted to the Board by May 24.

As an interim measure, while it is considering these proposals, the Board granted an 
exemption from initial margin requirements for credit by banks for the purpose of pro
viding capital to broker-dealer firms.

Regulation U applies to credit extended by banks for the purpose of purchasing or 
carrying margin stocks; Regulation T applies to such credit extended by brokers and 
dealers; while Regulation G applies to such credit extended by persons other than banks 
and brokers and dealers.

Under the proposed amendments a lender would be required to hold collateral suf
ficient to secure a loan before he could extend credit to a third party for the purpose of 
contributing capital to a broker-dealer. The proposals would permit such a loan to be 
made if the providing of capital is subject to the applicable rules of either the Securities 
and Exchange Commission or a stock exchange, or both, and if the capital is subject to the 
following five conditions:

1. It must be provided for at least one year.

2. It can be withdrawn after that only after six months1 notice has been given to the 
broker-dealer, the SEC and the Securities Investor Protection Corporation.

3. A withdrawal could only be made if it would not place the broker-dealer in violation 
of the net capital rule to which it is subject.

4. All proceeds of the loan must be contributed to a broker-dealer as capital.

5. Any withdrawal of capital must be used to reduce the amount of the loan.

As proposed, the amendments would apply not only to new credits extended after the 
effective date but also to renewals of credit initially made between today and July 16.

The text of the proposed amendments to Regulations G, T, and U, and a copy of the amend
ment to Regulation U giving effect to the interim exemption, will be sent to you as soon as 
they become available.
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