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FEDERAL RESERVE BANK
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r Circular No. 7302 "
December 21, 1973 J

INTERPRETATION OF REGULATION Y
Sale of “Thrift Notes” by Bank Holding Companies

To All Bank Holding Companies, and Others Concerned,
in the Second Federal Reserve District:

The Board of Governors of the Federal Reserve System has issued an interpreta-
tion of its Regulation Y, “ Bank Holding Companies,” regarding the distinction
between the issuance and sale of “ thrift notes” and the issuance and sale of “ com-
mercial paper’’ by bank holding companies.

In its interpretation, the Board concluded that the issuance and sale of “ thrift
notes” by a bank holding company for the purpose of supplying capital to its wholly
owned nonbanking subsidiaries (in the manner described in the interpretation) would
constitute a principal activity of a bank holding company within the meaning of sec-
tion 20 of the Banking Act of 1933, which prohibits the affiliation of a member bank
with a company “ engaged principally in the issue, flotation, underwriting, public
sale or distribution ... of . .. notes, or other securities.” The Board distinguished
this activity from the issuance and sale of short-term notes, commonly known as
“ commercial paper,” which is a recognized form of financing for bank holding com-
panies, and concluded that the issuance and sale of such paper is not an activity
intended to be included within the scope of section 20 of the Banking Act of 1933.

Enclosed is a copy of the interpretation, which has been printed in a form that
will allow it to be maintained with your copies of Regulation Y and its amendments.
Future interpretations printed by this Bank will also be sent to you in that form.

Additional copies of the enclosure will be furnished upon request.

A lfred H ayes,

President.
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