
FEDERAL RESERVE BANK 
OF NEW YORK

[ Circular No. 9212 ~l 
December 14, 1981 J

BANK HOLDING COMPANIES 

Proposal Regarding Futures Commission Merchant Activities

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

The following statement was issued by the Board of Governors of the Federal Reserve System:

The Federal Reserve Board has requested public comment on the questions whether certain futures commission 
merchant activities are closely related to banking and whether public benefits would result if the activities were permitted 
for a subsidiary of a bank holding company. At the same time, the Board requested comment on the question whether these 
activities should be added to the list of activities permissible for bank holding companies.

The Board asked for comment by January 4, 1982.

The Board made its requests in connection with an application by J.P. Morgan & Co. Inc. to engage, through a 
subsidiary, in the execution and clearance of futures contracts, as a futures commission merchant, with respect to futures 
contracts in bullion, foreign exchange, U.S. Government securities and money market instruments.

In approving two previous applications the Board has found that acting as a futures commission merchant with respect 
to bullion and foreign exchange is closely related to banking.

Printed on the following pages is the text of the Board’s proposal. Comments thereon should be submitted by 
January 4, 1982, and may be sent to our Domestic Banking Applications Department.

A nthony  M. S o lo m o n , 

President.
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FEDERAL RESERVE SYSTEM

J .  P . MORGAN & CO. INCORPORATED

P ro p o s a l  to  Engage in  E x e c u tio n  and C le a ra n c e  
o f  F u tu r e s  C o n tr a c ts  a s  a F u tu r e s  Com m ission

M erch an t

J .  P . Morgan & Co. I n c o r p o r a te d ,  New Y ork, New Y ork, h as  a p p l ie d ,  

p u r s u a n t  to  s e c t i o n  4 ( c ) (8) o f  th e  Bank H o ld in g  Company A ct o f  1956, 

a s  amended (12 U .S .C . § 1 8 4 3 (c ) (8 ) )  and s e c t i o n  2 2 5 .4 (a )  and (b )(2 )  

o f  th e  B o a rd 's  R e g u la t io n  Y (12 CFR § 2 2 5 .4 ( a ) ,  ( b ) ( 2 ) ) ,  f o r  p e rm is s io n  

to  a c q u i r e  v o t in g  s h a r e s  o f  a da novo s u b s i d i a r y ,  Morgan F u tu r e s  C o rp o ra t io n .  

A p p l ic a n t  s t a t e s  t h a t  Morgan F u tu re s  C o rp o ra t io n  w ould en g ag e , a s  a 

f u t u r e s  com m ission  m e rc h an t f o r  n o n a f f i l i a t e d  p e r s o n s ,  in  th e  e x e c u tio n  

and c le a r a n c e  o f  f u t u r e s  c o n t r a c t s  on m ajor com m odity e x c h a n g e s . Such 

c o n t r a c t s  w ould c o v e r b u l l i o n ,  f o r e ig n  ex ch a n g e , U. S . G overnm ent s e c u r i t i e s ,  

n e g o t ia b le  U. S . money m a rk e t in s t r u m e n ts ,  and o th e r  money m a rk e t in s t r u m e n ts .

S e c t io n  4 ( c ) ( 8 )  o f  th e  Bank H o ld ing  Company A ct p ro v id e s  t h a t  

a bank h o ld in g  company may, w ith  B oard  a p p ro v a l ,  engage in  any a c t i v i t y  

"w hich  th e  3 o a rd  a f t e r  due n o t i c e  and o p p o r tu n i ty  f o r  h e a r in g  h as  d e te rm in e d  

(by o rd e r  o r  r e g u la t io n )  to  be so  c l o s e l y  r e l a t e d  to  b an k in g  o r m anaging 

o r  c o n t r o l l i n g  banks a s  to  be a p ro p e r  i n c id e n t  t h e r e t o . "  12 U .S .C .

§ 1 8 4 3 ( c ) ( 8 ) .  The p ro p o se d  a c t i v i t y  h as  n o t  been  s p e c i f i e d  by th e  B oard 

in  s e c t io n  2 2 5 .4 (a )  o f  R e g u la t io n  Y a s  p e r m is s ib le  f o r  bank h o ld in g  

co m p an ies . A p p lic a n t  b e l i e v e s ,  how ever, t h a t  th e  a c t i v i t y  i s  c lo s e ly  

r e l a t e d  to  b an k in g  and a p ro p e r  i n c id e n t  t h e r e t o ,  and t h i s  o p in io n  i s  

b a sed  in  p a r t  on B oard O rd e rs  o f  S ep tem ber 14 , 1977 , a p p ro v in g  th e  r e t e n t i o n  

o f  v o t in g  s h a r e s  o f  R e p u b lic  C le a r in g  C o r p o r a t io n ,  New Y ork, New Y ork, 

by R e p u b lic  New York C o rp o ra t io n ,  New Y ork, New Y ork, and o th e r  p a r t i e s
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(63 F e d e ra l  R ese rv e  B u l l e t i n  9 5 1 ) , and S ep tem ber 2 7 , 1973 , a p p ro v in g  

an a c q u i s i t i o n  o f  v o t in g  s h a r e s  o f  M o 'catta M e ta ls ,  I n c . ,  New Y ork , New
i

Y ork , by S ta n d a rd  and C h a r te re d  B anking  G roup, L im ite d , London, E ng land  

(38 F e d e ra l  R e g i s t e r  2 7 5 5 2 ).

The B oard i s  a l s o  c o n s id e r in g ,  p u r s u a n t  to  i t s  a u t h o r i t y  under 

s e c t io n  4 ( c ) ( 8 )  o f  th e  Bank H o ld ing  Company A c t, th e  a d d i t io n  o f  A p p l i c a n t 's  

p ro p o sed  a c t i v i t y  to  th e  l i s t  o f  p e r m is s ib le  bank h o ld in g  company a c t i v i t i e s  

c o n ta in e d  in  s e c t i o n  2 2 5 .4 (a )  o f  R e g u la t io n  Y. Such a p ro p o se d  r u le  

would add th e  a c t i v i t y  o f  en g ag in g  a s  a f u t u r e s  com m ission  m e rc h an t 

f o r  n o n a f f i l i a t e d  p e rs o n s  in  th e  e x e c u t io n  and c le a r a n c e  o f  f u t u r e s  

c o n t r a c t s  c o v e r in g  b u l l i o n ,  f o r e ig n  ex ch a n g e , U .S . G overnm ent s e c u r i t i e s ,  

n e g o t ia b le  U .S . money m a rk e t in s t r u m e n ts ,  and o th e r  money m a rk e t in s t r u m e n ts ,  

on m ajor commodity e x ch a n g es .

I n t e r e s t e d  p e rs o n s  may e x p re s s  t h e i r  v iew s on w h eth er th e  

p ro p o sed  a c t i v i t y  i s  " so  c l o s e l y  r e l a t e d  to  b an k in g  o r  m anaging o r c o n t r o l l i n g  

banks a s  to  be a p ro p e r  i n c id e n t  t h e r e t o , "  w h e th e r consum m ation o f  th e  

p ro p o s a l  can  " r e a s o n a b ly  be e x p e c te d  to  p ro d u ce  b e n e f i t s  to  th e  p u b l i c ,  

such  a s  g r e a t e r  c o n v e n ie n c e , in c r e a s e d  c o m p e t i t io n ,  o r  g a in s  in  e f f i c i e n c y ,  

t h a t  o u tw eig h  p o s s ib le  a d v e rse  e f f e c t s ,  such  a s  undue c o n c e n t r a t io n  

o f  r e s o u r c e s ,  d e c re a se d  o r  u n f a i r  c o m p e ti t io n ,  c o n f l i c t s  o f  i n t e r e s t s ,  

o r  unsound b ank ing  p r a c t i c e s , "  and w hether th e  B oard sh o u ld  add A p p l ic a n t 's  

p ro p o sed  a c t i v i t y  to  th e  l i s t  o f  p e r m is s ib le  bank h o ld in g  company a c t i v i t i e s  

c o n ta in e d  in  R e g u la tio n  Y. Any r e q u e s t  f o r  a h e a r in g  on th e s e  q u e s t io n s  

m ust be accom panied by a s ta te m e n t  o f  th e  re a s o n s  why a w r i t t e n  p r e s e n ta t i o n  

would n o t s u f f i c e  in  l i e u  o f  a h e a r in g ,  i d e n t i f y i n g  s p e c i f i c a l l y  any
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q u e s t i o n s  o f  f a c t  t h a t  a re  in  d i s p u t e ,  sum m ariz ing  th e  e v id e n c e  t h a t  

w ould be p r e s e n te d  a t  a h e a r in g ,  and i n d i c a t i n g  how t h e 'p a r t y  com m enting 

w ould be a g g r ie v e d  by a p p ro v a l o f  th e  p r o p o s a l .

The a p p l i c a t i o n s  may be in s p e c te d  a t  th e  o f f i c e s  o f  th e  B oard 

o f  G o v e rn o rs  o r a t  th e  F e d e r a l  R e se rv e  Bank o f  New Y ork.

Any v iew s o r r e q u e s t s  fo r  h e a r in g  s h o u ld  be su b m itte d  in  w r i t in g  

and r e c e iv e d  by th e  S e c r e t a r y ,  B oard  o f  G o v ern o rs  o f  th e  F e d e r a l  R ese rv e  

S y stem , W ash in g to n , D. C. 20551, n o t  l a t e r  th a n  J a n u a ry  4 , 1982.

B oard o f  G o v ern o rs  o f  th e  F e d e r a l  R e se rv e  S ystem , December 3,

1981 .

[SEAL]

W illia m  W. W iles  
S e c r e ta r y  o f  th e  B oard
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