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L July 18, 1972 J

AMENDMENTS TO REGULATIONS G, T, AND U 

Same-Day Substitutions; Convertible “Hedge” Transactions

To All Persons Extending Securities Credit in the Second Federal Reserve D istrict;

Following is the text of a statement issued Ju ly  13 by the Board of Governors of 
the Federal Reserve System:

T he B o a rd  of G overnors of th e  F e d e ra l R eserve S ystem  an n o u n ced  to d a y  a p p ro v a l o f a 
tech n ica l am en d m e n t to  its  m a rg in  reg u la tio n s  des igned  to  im prove th e  q u a lity  of stock m a rk e t 
c red it. T he change, w hich w ill become effective S ep tem ber 18, w ill s tre n g th e n  the  e q u ity  p o sitio n  
of low -m arg in  accoun ts w hen  offse tting  sa les a n d  p u rch ases  of stock co lla te ra l a re  m ade on  th e  
sam e day .

The am en d m en t is th e  sam e as th e  m odified p ro p o sa l p u b lish ed  by  the  B o a rd  fo r  a d d itio n a l 
p u b lic  com m ent on J u n e  16. T he basic am en d m en t w as o rig in a lly  p roposed  fo r  p u b lic  com m ent 
on A p ril  28. T he m odifications an n o u n ced  on J u n e  16 affect th e  m a n n e r  of c a lc u la tin g  th e  s ta tu s  
of m a rg in  accounts.

U n d er th e  am endm en t, use of the  “ sam e-day  s u b s t i tu t io n ”  ru le  w ill end  in  accoun ts w here 
th e  deb t —  a d ju s te d  as defined in  the  re g u la tio n  —  is m ore th a n  60 p e r  cen t of th e  m a rk e t v a lu e  
of th e  stock co lla te ra l in  th e  account.

U n d e r  th e  “ sam e-day  s u b s t i tu tio n ”  ru le , custom ers a re  p e rm itte d  to  su b s titu te  one se c u r ity  
fo r  a n o th e r  in th e ir  accoun ts  th ro u g h  o ffse tting  p u rch ases  a n d  sales m ade on th e  sam e d ay  even  
if  th e  accoun t is below  th e  in itia l m a rg in  req u irem en t. P re se n tly , no m a rg in  cus tom er is re q u ire d  
to  p u t u p  a d d itio n a l eq u ity  un less he buys m ore secu ritie s  th a n  he sells on th a t  day . T his 
p rac tice  m akes it possible fo r custom ers w ith  u n d e rm a rg in e d  acco u n ts  to  co n tin u e  tr a d in g  fo r  
ex ten d ed  p erio d s w ith o u t p u t t in g  u p  a d d itio n a l eq u ity .

The B o a rd ’s ac tion  am en d s th e  re g u la tio n s  g o v ern in g  ex tensions of c re d it by  b ro k ers  a n d  
dea le rs (R eg u la tio n  T ) an d  loans by banks an d  o th e r  len d ers  (R eg u la tio n s  U  a n d  G resp e c tiv e ly ) 
fo r  the  p u rp o se  of p u rc h a s in g  or c a r ry in g  stocks reg is te re d  on a n a tio n a l exchange or n am ed  in  
the  B o a rd ’s o v er-the-coun ter m a rg in  lis t.

In  a second ac tion , the  B o a rd  adop ted , also effective S ep tem b er 18, a n o th e r  te ch n ic a l am en d 
m en t to  R eg u la tio n  T to p e rm it sh o rt sa les of stock in to  w hich  bonds a re  co n v e rtib le  on th e  sam e 
te rm s as o rd in a ry  sh o rt sales of stock.

Enclosed is a copy of the amendments; additional copies will be furnished upon 
request.

A l f r e d  H a y e s ,
President.
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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

AMENDMENTS TO REGULATIONS G, T, AND U

E ffec tive  S ep te m b er 18 ,1972

A M E N D M E N T S  T O  R E G U L A T IO N  G —  
S E C U R IT IE S  C R E D IT  BY PE R SO N S  

O T H E R  T H A N  BANKS, B R O K E R S, O R  
D E A L E R S

1. Section  2 0 7 .1 ( j ) ( 2 )  is am e n d e d  to  re a d  
as follow s:

S e c t i o n  207.1 —  G e n e r a l  R u l e

* # *

(j)  W ith d raw a ls  an d  su b stitu tio n s  of co l
la te ra l .* 1*0

(2 )  Same-clay substitution of collateral. E x
c e p t as p ro h ib ite d  b y  § 2 0 7 .4 (a )  ( 2 ) ,  in  th e  
case of a c re d it in  w h ich  th e  e q u ity  ra tio  is 
eq u a l to  or exceeds th e  m in im um  e q u ity  ra tio  
as p re sc rib ed  in  § 207.5 ( th e  su p p le m e n t to 
th e  reg u la tio n )  a le n d e r  m ay  p e rm it a su b sti
tu tio n  of m arg in  securities effec ted  by  a p u r 
chase an d  sale on  o rders ex ecu ted  w ith in  the  
sam e d ay : Provided, T h a t ( i )  if th e  p roceeds 
of th e  sale exceed  th e  to ta l cost of th e  p u r 
chase, th e  c re d it is re d u c e d  by  a t least an  
am o u n t eq u a l to  the  re te n tio n  re q u ire m e n t in 
re sp e c t to  th e  sale less th e  re te n tio n  re q u ire 
m e n t in  re sp e c t to  th e  p u rch ase , o r ( i i )  if th e  
to ta l cost of th e  p u rc h a se  exceeds th e  p ro 
ceeds of th e  sale, th e  c re d it m ay  b e  in c reased  
b y  an  am o u n t no  g re a te r  th a n  th e  m axim um  
loan  v a lu e  of th e  securities p u rc h a se d  less th e

m axim um  loan  va lue  of th e  securities sold. If  
th e  m axim um  loan  v a lue  of th e  co lla te ra l se
cu rin g  th e  c re d it has becom e less th a n  th e  
am o u n t of th e  c red it, th e  am o u n t o f th e  c re d it 
m ay  nonetheless b e  in c reased  if th e re  is p ro 
v id e d  ad d itio n a l co lla te ra l h av ing  m axim um  
loan  va lue  a t least e q u a l to  th e  am o u n t of in 
crease , o r th e  c re d it is ex ten d ed  p u rsu a n t to 
§ 2 0 7 .4 (a ) .

2. Section  207.2 is am en d e d  by  ad d in g  
p a ra g ra p h  (k )  th e re to , as follow s:

S e c t i o n  207.2 —  D e f i n i t i o n s

* # *

(k ) T h e  te rm  “e q u ity  ra tio ” m eans th e  
fra c tio n  s ta te d  as a  p e rc en ta g e  in  w h ich  th e  
d en o m in a to r is th e  c u rre n t m a rk e t va lue  of 
th e  co lla te ra l h av in g  loan  v a lue  in  resp e c t of 
th e  c re d it an d  th e  n u m e ra to r  is such  c u rre n t 
m a rk e t v a lu e  m inus th e  am o u n t of th e  c re d it 
cu rren tly  ow ing.

3. Section  207.5 ( th e  S u p p lem en t to R egu 
la tion  G ) is am en d e d  b y  ad d in g  p a ra g ra p h
( f )  th e re to , as follow s:

S e c t i o n  207.5 —  S u p p l e m e n t

* * *

( f)  M in im um  e q u ity  ra tio . T h e  m in im um  
e q u ity  ra tio  of a c re d it su b je c t to  § 207.1 is 40 
p ercen t.
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A M E N D M E N T S  T O  R E G U L A T IO N  T  —  
C R E D IT  BY B R O K E R S A N D  

D E A L E R S

1. Sections 2 2 0 .3 (a ) ,  ( b ) ( 1 ) ,  ( d ) ( 3 ) ,  an d  
( g )  a re  a m en d e d  to  re a d  as fo llow s:

S e c t i o n  220.3 —  G e n e r a l  A c c o u n t

(a )  Contents of general account. A ll finan
cial re la tions b e tw e en  a c re d ito r  an d  a cu s
tom er, w h e th e r  re c o rd e d  in  one reco rd  o r in  
m ore  th a n  one reco rd , sha ll b e  in c lu d ed  in  
a n d  b e  d ee m e d  to  b e  p a r t  of th e  cu s to m er’s 
g en e ra l ac co u n t w ith  th e  c red ito r, ex cep t th a t 
th e  re la tio n s w h ich  § 220.4 p e rm its  to  b e  in 
c lu d e d  in  any  spec ia l a c co u n t p ro v id ed  fo r by  
th a t  sec tion  m ay  b e  in c lu d e d  in  th e  a p p ro 
p r ia te  specia l accoun t, a n d  all tran sac tio n s in  
com m odities, and , ex cep t to  th e  ex ten t p ro 
v id e d  in  p a ra g ra p h  ( b ) ( 2 )  of th is section , all 
tran sac tio n s in  n o n -eq u ity  securities, ex em p ted  
securities, an d  in  o th e r  secu ritie s h av in g  no 
loan  va lu e  in  a g en e ra l a c co u n t u n d e r  th e  p ro 
visions of p a ra g ra p h  ( c )  o f th is section  an d  
§ 220.8 ( th e  S u p p lem e n t to R e g u la tio n  T ) 
(ex c ep t u n issu ed  secu ritie s , sh o r t sales an d  
secu ritie s positions to  offset sh o rt sales o th e r 
th a n  th o se  p e rm itte d  in  § 2 2 0 .4 (j)  ( 5 ) ,  p u r 
chases to  cover sh o rt sales a n d  co n trac ts  in 
vo lv ing  an  en d o rse m en t or g u a ra n te e  of any  
p u t, call, o r o th e r  o p tio n ), sha ll b e  in c lu d ed  in  
th e  a p p ro p r ia te  specia l ac c o u n t p ro v id e d  for 
by  § 220.4. D u rin g  an y  p e rio d  w h en  such  
§ 220.8 specifies th a t m arg in  e q u ity  securities 
shall h av e  no loan  va lu e  in  a g en e ra l acco u n t 
o r spec ia l co n v e rtib le  d e b t se cu rity  acco u n t 
( som etim es re fe rre d  to  h e re in  as “specia l 
co n v e rtib le  se cu rity  a c c o u n t” ) su b je c t to  
§ 2 2 0 .4 (j) , an y  tran sa c tio n  consisting  of a p u r 
chase  of a  se cu rity  o th e r  th a n  a p u rc h a se  of 
a  se cu rity  to  re d u c e  or close o u t a sh o rt p o si
tio n  sha ll b e  e ffec ted  in  th e  specia l cash  ac 
c o u n t p ro v id e d  fo r b y  § 2 2 0 .4 (c )  o r in  som e 
o th e r  a p p ro p r ia te  spec ia l ac co u n t p ro v id e d  for 
b y  § 220.4.

(b )  General rule. ( 1 )  ( i )  A c re d ito r  shall 
n o t effec t fo r o r w ith  an y  cu s to m er in  a g en 
era l acco u n t, sp ec ia l b o n d  ac co u n t su b je c t to 
§ 220.4 ( i ), o r spec ia l co n v e rtib le  d e b t secu rity

ac co u n t any  tran sa c tio n  w hich , in  co m b in atio n  
w ith  th e  o th e r  tran sac tio n s  effec ted  in  such  
a c co u n t on  th e  sam e day , crea tes  an  excess of 
th e  ad ju s te d  d e b it  b a lan c e  of such  acco u n t 
over th e  m ax im um  loan  v a lue  of th e  securities 
in  such  accoun t, o r increases any  such  excess, 
un less in  co n n ectio n  th e re w ith  th e  c re d ito r  
ob ta ins, as p ro m p tly  as possib le  a n d  in  any 
e v e n t be fo re  th e  ex p ira tio n  of 5 fu ll business 
days fo llow ing  th e  d a te  of such  tran sac tio n , 
th e  d ep o s it in to  such  ac co u n t of cash  or secu 
rities in  such  am o u n t th a t  th e  cash  d ep o s ited  
p lus th e  loan  v a lue  of th e  secu ritie s d ep o s ited  
eq u a ls  or exceeds th e  excess so c re a te d  or the  
in c rease  so caused .

( i i )  If  th e  ad ju s te d  d e b it  b a lan c e  in  a g en 
era l a c c o u n t o r sp ec ia l co n v e rtib le  d e b t se cu 
rity  accoun t, c o m p u ted  u sing  th e  m arg in  re 
q u ire m e n t fo r sh o rt sales specified  in 
§ 2 2 0 .8 (g )  (2 )  of th e  S u p p lem e n t to  R egu la
tio n  T, exceeds th e  m axim um  loan v a lue  of 
th e  securities in  such  ac co u n t specified  in  
§ 2 2 0 .8 (g )  ( 1 ) ,  th e  ac co u n t is su b je c t to  
§ 2 2 0 .8 (g )  (so m etim es re fe rre d  to h e re in  as 
“acco u n t su b je c t to  section  8 ( g ) ” ). If  an  ac 
co u n t is su b je c t to  § 2 2 0 .8 (g )  as of th e  close 
of business on th e  p rec e d in g  business day, it 
sha ll b e  sub jec t, in  ad d itio n  to  all o th e r re 
q u irem en ts  ap p ly in g  to  th e  accoun t, to  th e  
re q u ire m e n t th a t  th e  c re d ito r  sha ll n o t effect 
any  tran sa c tio n  in  th e  acco u n t w h ich  creates 
an  excess o f th e  ad ju s te d  d e b it  b a lan c e  of such 
accoun t, co m p u te d  u sing  th e  m arg in  re q u ire 
m en ts fo r sh o rt sales specified  in  § 2 2 0 .8 (d ) , 
over th e  m axim um  loan  v a lu e  of th e  securities 
in  such  ac co u n t specified  in  § 2 2 0 .8 (a )  an d
( c ) ,  o r increases any  such  excess, un less in  
co n n ectio n  th e re w ith  th e  c re d ito r  ob ta ins, as 
p ro m p tly  as possib le  an d  in  any  ev e n t b efo re  
th e  ex p ira tio n  of 5 fu ll business days fo llow 
ing  th e  d a te  o f such  tran sac tio n , th e  d eposit 
in to  such  ac co u n t of cash  o r secu ritie s in  such  
am o u n t th a t th e  cash  d ep o s ite d  p lus th e  loan 
v a lue  of th e  secu ritie s d ep o s ite d  eq u a ls  o r ex
ceeds th e  excess so c re a te d  o r th e  inc rease  so 
caused . T h e  re q u ire d  d ep o sit m ay  b e  red u c ed  
b y  th e  a m o u n t of cash  o r secu ritie s  w hich  
o th e rw ise  cou ld  b e  w ith d ra w n  p u rsu a n t to  th e  
p rovisions of su b p a ra g ra p h  (2 )  of th is p a ra 
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g rap h  in  co n n ectio n  w ith  an y  o th e r  tra n sa c 
tions in  th e  ac co u n t on  th e  sam e day.

* * »

( d )  A d ju sted  d e b it b a lan ce . F o r th e  p u r 
pose of th is  p a rt, th e  a d ju s te d  d e b it b a lan c e  
of a gen e ra l accoun t, specia l b o n d  accoun t, 
o r specia l co n v e rtib le  d e b t secu rity  acco u n t 
sha ll b e  ca lc u la ted  by  tak in g  th e  sum  of th e  
fo llow ing  item s :***

(3 )  T h e  c u rre n t m a rk e t v a lue  of any  secu 
rities (o th e r  th a n  u n issu ed  secu ritie s)  sold 
sh o rt in  th e  gen e ra l acco u n t p lus, for each  se
cu rity  (o th e r  th a n  an  ex em p ted  se c u r ity ) , 
such  am o u n t as th e  B oard  shall p resc rib e  from  
tim e to  tim e in  § 2 2 0 .8 (d )  ( th e  S u p p lem en t 
to R eg u la tio n  T )  as the  m arg in  re q u ire d  fo r 
such  sh o rt sales, excep t th a t such  am o u n t so 
p re sc rib e d  in  such  § 2 2 0 .8 (d )  n ee d  n o t b e  in 
c lu d ed  w h en  th e re  a re  h e ld  in  th e  g en e ra l ac 
co u n t o r specia l co n v e rtib le  d e b t secu rity  ac 
co u n t th e  sam e secu ritie s  o r secu ritie s  ex
ch a n g ea b le  o r co n v e rtib le  w ith in  90 ca le n d a r  
days, w ith o u t res tric tio n  o th e r  th a n  th e  p a y 
m e n t of m oney , in to  such  secu ritie s so ld  sho rt;

# *

( g )  T ran sac tio n s  on  g iven  day . ( 1 )  F o r
th e  p u rp o se  of p a ra g ra p h  ( b ) ( 1 )  of th is sec
tion , ex cep t in  th e  case of an  acco u n t su b jec t 
to  section  8 ( g ) ,  th e  q u es tio n  of w h e th e r  o r no t 
an  excess of th e  ad ju s te d  d e b it  balance, o f a 
g en e ra l accoun t, specia l b o n d  accoun t, o r sp e 
cial co n v e rtib le  d e b t secu rity  ac co u n t over th e  
m axim um  loan  v a lue  of th e  secu ritie s in  such  
ac co u n t is c re a te d  o r in c reased  on a g iven  d ay  
sha ll b e  d e te rm in e d  on  th e  basis of all th e  
tran sac tio n s in  th e  acco u n t on such  d ay  ex
clusive of any  d ep o s it of cash, d ep o s it of secu 
rities, covering  tran sac tio n s, or o th e r  liq u id a 
tion  th a t has b ee n  effec ted  on such  day , p u r 
su a n t to  th e  req u irem en ts  o f p a ra g ra p h  ( b ) or
( e )  of th is section , in  co n n ec tio n  w ith  a 
tran sac tio n  on a p rev io u s day.

(2 )  In  th e  case of an  acco u n t su b je c t to  
section  8 ( g ) ,  th e  re q u ire d  deposit, u n d e r  
p a ra g ra p h  ( b ) ( l ) ( i i )  of th is section  in co n 
n ec tio n  w ith  tran sac tio n s on a g iven  day , shall 
be  eq u a l to  th e  am o u n t by  w h ich  th e  re te n 

tio n  re q u ire m e n t of any  secu ritie s so ld  fo r 
such  a c co u n t on  such  d a y  exceeds th e  m ax i
m um  loan  va lu e  of any  secu ritie s  p u rc h a se d  
in  su ch  acco u n t on  su ch  day . Such  co m p u ta 
tio n  m ay b e  m a d e  a t th e  close of tra d in g  on 
such  d ay  a n d  sha ll b e  m a d e  exclusive of any  
d ep o s it o f cash , d ep o s it of secu ritie s, co v erin g  
tran sac tio n s o r o th e r  liq u id a tio n  th a t  h as  b ee n  
effec ted  on such  day , p u rsu a n t to  th e  re q u ire 
m en ts of p a ra g ra p h  ( b ) o r ( e ) of th is section , 
in  co n n ectio n  w ith  a tran sa c tio n  on  a p rev ious 
day .

(3 )  In  any  case in  w h ich  an  excess so 
c re a te d , or in c rease  so caused , b y  tran sac tio n s 
on a g iven  d ay  does n o t exceed  $100, th e  
c re d ito r  n eed  n o t o b ta in  th e  d ep o s it specified  
th e re fo r  in  p a ra g ra p h  ( b ) ( 1 )  of th is section .

(4 )  A ny tran sa c tio n  w h ich  serves to  m ee t 
th e  req u irem en ts  of p a ra g ra p h  ( e ) of th is sec
tio n  o r o th e rw ise  serves to  p e rm it an y  off
se ttin g  tran sa c tio n  in  an  ac co u n t shall, to  th a t  
ex ten t, b e  u n av a ila b le  to  p e rm it any  o th e r  
tran sa c tio n  in  such  accoun t.

(5 )  F o r th e  p u rp o ses  of th is p a r t  (R e g u la 
tio n  T ), if a secu rity  has m ax im um  loan  va lu e  
u n d e r  p a ra g ra p h  ( c ) ( 1 )  of th is  sec tion  in  a 
g en e ra l accoun t, o r u n d e r  § 2 2 0 .4 (j)  in  a sp e 
cial co n v e rtib le  d e b t secu rity  accoun t, a  sa le  
of th e  sam e se cu rity  (e v e n  th o u g h  n o t th e  
sam e ce rtif ica te ) in  such  a c co u n t sha ll b e  
d ee m e d  to  b e  a long  sale a n d  sha ll n o t b e  
d ee m e d  to b e  or tre a te d  as a sh o rt sale.

2. S ection  220 .4 (j)  (4 ) is a m e n d e d  a n d  sub- 
p a ra g ra p h  (5 ) is a d d e d  th e re to , as fo llow s:

S e c t i o n  220.4 —  S p e c i a l  A c c o u n t s  
* # ft

( j )  S pecia l c o n v e rtib le  d e b t se cu rity  a c 
coun t. * * *

(4 )  In  th e  ev e n t any  co n v e rtib le  d e b t secu 
rity  h e ld  in  th is a c co u n t is to  b e  c o n v e rted  to  
a  stock, such  se cu rity  sha ll u p o n  conversion  
be  tra n sfe rre d  to  th e  cu s to m er’s g en e ra l ac 
co u n t ag a in s t a d ep o s it o f cash  or m arg in  
secu ritie s e lig ib le  fo r an  ex tension  of c re d it in  
th is  acco u n t (c o u n te d  a t th e ir  m ax im um  loan  
v a lu e )  eq u a l to  a t le as t th e  m ax im um  loan
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va lu e  of th e  se cu rity  so tra n s fe rre d  w ith o u t 
re g a rd  to  th e  re te n tio n  re q u ire m e n t of 
§ 2 2 0 .3 (b )  ( 2 ) .

( 5 )  In  a spec ia l co n v e rtib le  d e b t secu rity  
ac co u n t th e  am o u n t of m arg in  e q u ity  se cu ri
ties in to  w h ich  a m arg in  d e b t secu rity  h e ld  in  
th e  ac co u n t is co n v e rtib le  m ay  b e  sold  sho rt 
w ith o u t re g a rd  to th e  m arg in  re q u ire d  for 
sh o rt sales in  § 2 2 0 .8 (d )  (S u p p le m e n t to  
R eg u la tio n  T ) ,  an d  such  sh o rt position  m ay 
b e  c a rrie d  in  th e  specia l co n v e rtib le  d e b t se
cu rity  acco u n t in  con fo rm ity  w ith  th e  excep 
tio n  p ro v id ed  in  § 220.3 ( d ) ( 3 ) .

3. Section  220.8 ( th e  S u p p lem e n t to  R eg u 
la tion  T )  is am en d e d  b y  red e s ig n a tin g  p a ra 
g rap h s (g )  an d  (h )  as p a ra g ra p h s  (h )  a n d  (i),  
respectively , a n d  b y  a d d in g  a  n ew  p a ra g ra p h
( g ) th e re to , as fo llo w s:

S e c t i o n  220.8 —  S u p p l e m e n t

# » #

( g )  A ccoun t su b je c t to  sec tion  8 ( g ) .  F o r  
p u rp o ses  of th e  co m p u ta tio n  d esc rib ed  in  
§ 220.3(b)(1)(a),

( 1 )  T h e  m axim um  loan  va lu e  of a reg is
te re d  n o n -eq u ity  se cu rity  h e ld  in  th e  acco u n t 
on  M arch  11, 1968, an d  co n tin u o u sly  th e re 
afte r, a n d  of a m arg in  e q u ity  se cu rity  shall 
b e  60 p e r  c e n t of th e  c u rre n t m ark e t v a lu e  of 
such  security , an d  th e  m ax im um  loan  v a lue  of 
an  ex em p ted  secu rity  h e ld  in  th e  acco u n t on 
M arch  11, 1968, an d  con tin u o u sly  th e re a f te r  
sha ll be  th e  m ax im um  loan  v a lu e  of th e  secu 
rity  as d e te rm in e d  b y  th e  c re d ito r  in  good 
fa ith .

(2 )  T h e  am o u n t to  b e  in c lu d ed  in  th e  a d 
ju s ted  d e b it  b a lan c e  of th e  ac co u n t p u rsu a n t 
to  § 2 2 0 .3 (d ) (3 )  as m arg in  re q u ire d  for short 
sales of secu ritie s  (o th e r  th a n  ex em p ted  secu 
r itie s )  sha ll b e  40 p e r  c e n t of th e  cu rren t 
m a rk e t v a lue  of each  security .

4. In  §220.2(e)(2), th e  re fe re n c e  to  §220.8(g) 
is c h a n g ed  to  §220.8(h); an d  in  §220.2(e)(3)(ii), 
th e  re fe ren ce  to  lS220 .8(h) is c h a n g ed  to 
§ 2 2 0 .8 (i) .

A M E N D M E N T S  T O  R E G U L A T IO N  U —  
C R E D IT  BY BANKS F O R  T H E  

P U R P O S E  O F  P U R C H A S IN G  O R  
C A R R Y IN G  M A R G IN  STO C K S 

1. S ection  2 2 1 .1 (c )  is am en d e d  to  re a d  as 
fo llo w s:

S e c t i o n  221.1 —  G e n e r a l  R u l e
* <* *

( c )  S am e-day  tran sac tio n s. (1 )  E x ce p t as 
p ro v id ed  in  § 2 2 1 . 3 ( r ) ( l ) ,  a b an k  m ay  in  th e  
case of a c re d it in  w h ich  th e  eq u ity  ra tio  is 
eq u a l to  or exceeds th e  m in im um  e q u ity  ra tio  
as p re sc rib e d  in  §221 .4  ( th e  su p p le m e n t to 
th e  re g u la tio n )  p e rm it a su b stitu tio n  of stock 
w h e th e r  m arg in  or non-m arg in , effec ted  by  a 
p u rch a se  an d  sale on  o rders ex ecu ted  w ith in  
th e  sam e day : Provided, T h a t ( i )  if th e  p ro 
ceeds of th e  sale exceed  th e  to ta l cost of th e  
p u rch ase , th e  c re d it is red u c ed  by  a t least an 
am o u n t eq u a l to  th e  “re te n tio n  re q u ire m e n t” 
w ith  re sp e c t to  th e  sale less th e  “re te n tio n  re 
q u ire m e n t” w ith  re sp e c t to  th e  p u rch ase , or
( i i )  if  th e  to ta l cost of th e  p u rch a se  exceeds 
th e  p ro ceed s of th e  sale, th e  c re d it m ay b e  in 
creased  by  an  am o u n t no g re a te r  th a n  th e  
m axim um  loan  va lu e  of th e  stock  p u rch a sed  
less th e  m axim um  loan  va lu e  of th e  stock  sold. 
If  th e  m axim um  loan  va lue  of th e  co lla tera l 
secu rin g  th e  c re d it has becom e less th a n  the  
am o u n t of th e  c red it, th e  am o u n t of th e  c re d it 
m ay  nonetheless b e  in c reased  if th e re  is p ro 
v id e d  a d d itio n a l co lla te ra l h av ing  m axim um  
loan  va lu e  a t least e q u a l to  th e  am o u n t of th e  
increase .

(2 )  F o r th e  p u rp o se  of th is p a ra g ra p h , th e  
te rm  “e q u ity  ra tio ” m eans th e  frac tio n  (s ta te d  
as a p e rc e n ta g e )  in  w h ich  th e  d en o m in a to r  is 
th e  c u rre n t m ark e t v a lue  of th e  co lla te ra l h av 
ing  loan va lu e  in  re sp e c t of th e  c re d it an d  th e  
n u m e ra to r  is such  c u rre n t m a rk e t value  m inus 
th e  am o u n t o f th e  c re d it cu rren tly  ow ing.

2. Section  221.4 ( th e  S u p p lem en t to  R eg u 
la tio n  U ) is a m en d e d  by  ad d in g  p a ra g ra p h  
( f )  th e re to , as follow s:

S e c t i o n  221.4 —  S u p p l e m e n t
o * a

( f )  M in im um  eq u ity  ra tio . T h e  m in im um  
e q u ity  ra tio  o f a c re d it su b jec t to § 221.1 is 40 
p ercen t.
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