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MARGIN REGULATIONS

— Amendment to Regulation T to Permit an Options Clearing Agency 
to Accept Any Margin Security to Meet Deposit Requirements

-— Proposed Amendments to Regulations G, T, and U 
Regarding Over-tlie-Counter Securities

To All Banks, Brokers and D ealers, and Persons Extending 
Securities Credit in the Second Federal Reserve D istrict:

Amendment to Regulation T

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

The Federal Reserve Board has amended Regulation T, Credit by Brokers and Dealers, to permit 
an options clearing agency to accept margin securities to meet its deposit requirements. The new rule 
becomes effective April 13.

The Board acted to facilitate regulatory coordination with the recent Securities and Exchange Com
mission (SEC) approval of an Options Clearing Corporation program. An options clearing corporation 
issues options contracts and guarantees their performance.

The Board’s amendment, in concert with the related action taken by the SEC, will generally permit 
brokers and dealers to use the same securities for the clearing deposit as they now use at banks in con
nection with loans secured by customer securities.

Enclosed is the text of the amendment to Regulation T, effective April 13, 1984. Questions 
thereon may be directed to our Regulations Division (Tel. No. 212-791-5914).

Proposed amendments to Regulations G, T, and U

The following statement has also been issued by the Board of Governors:

The Federal Reserve Board has published for public comment a proposal that would automatically 
permit brokers and dealers to lend on over-the-counter securities designated for trading in the National 
Market System portion of NASDAQ1 in conformance with the Board’s margin requirements. The pro
posal would amend the Board’s margin regulations (Regulations G, T, and U). Comment is requested 
by April 27.

The National Market System list of securities was developed in response to a legislative mandate to 
the Securities and Exchange Commission (SEC) to facilitate and regulate development of a market sys-
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tem linking securities markets through uniform reporting systems. Unlike other securities traded in the 
over-the-counter market, “ last sale” reporting is required of National Market System securities. Stocks 
are included in the National Market System under two sets of criteria developed by the NASD with the 
approval of the SEC. Currently, there are nearly 800 stocks traded in the National Market System and 
1,100 additional issues are reportedly eligible for inclusion under the present criteria.

It is expected that securities added to or removed from the National Market System will be pub
lished by the SEC in the Federal Register. Under the proposal, the securities will automatically become 
“ margin securities” upon publication. The Board expects to continue to publish its List of OTC Margin 
Stocks to designate other over-the-counter securities that are subject to margin.

1 National Association of Securities Dealers Automated Quotation.

Printed below is the text of the Board’s proposal, which has been reprinted from the F e d e r a l  

R e g is te r  of March 15, 1984. Comments thereon should be submitted by April 27, and may be sent to 
our Regulations Division.

A n t h o n y  M. S o l o m o n ,

P r e s id e n t .

FEDERAL RESERVE SYSTEM

12CFR 207, 220 and 221

[Docket No. R-0512]

Regulations G, T and U, Securities 
Credit Transactions; Amendment t© 
Definition of “Margin Security” to 
Automatically Include National Market 
System Securities

AG ENCY: Board of Governors of the 
Federal Reserve System.
ACTION: Proposed amendments.

SUMMARY: The Board proposes to amend 
the definition of “margin security” in 
Regulation T and the definitions of 
“margin stock” in Regulations G and U 
to give automatic marginability to any 
over-the-counter security designated by 
the Securities and Exchange 
Commission as qualified for trading in 
the National Market System. 
date: Comments should be received by 
April 27, 1984.
ADDRESS: Comments, which should refer 
to Docket No, R-0512, may be mailed to 
William Wiles, Secretary, Board of 
Governors of the Federal Reserve 
System, 20th Street and Constitution 
Avenue, NW., Washington, D.C. 20551, 
or delivered to Room B-2223 between 
8:45 a.m. and 5:15 p.m. Comments

received may be inspected at Room B- 
1122 between 8:45 a.m. and 5:15 p.m., 
except as provided in § 261.6(a) of the 
Board’s Rules Regarding Availability of 
Information (12 CFR 261.6(a)}.
FOR FURTHER INFO RM A TIO N  CONTACT:
Robert S. Plotkin, Assistant Director, 
Laura Homer, Securities Credit Officer, 
or Jamie Lenoci, Financial Analyst, 
Division of Banking Supervision and. 
Regulation (202) 452-2781. For 
information on the economic analysis 
contact: Carolyn DuBose Davis, 
Economist, Division of Research and 
Statistics (202) 452-3633.

SU PPLEM EN TA R Y  INFORMATION: T h e
National Association of Securities 
Dealers (NASD) has asked the Board to 
give automatic marginability to those 
securities oh its "National List.” The 
NASD regards over 2500 securities 
trading in its automated quotation 
system (NASDAQ) including 700 stocks 
in the National Market System, as its 
National List. Information on prices and 
volume of trading for securities on the 
National List is published in about 100 
U.S. and foreign newspapers. The 
majority of stocks in the National List 
are already on the Board’s List of OTC 
Margin Stocks or are potential 
candidates for the List. The Board’s List 
is published three times a year but

because of time lags in adding stocks to 
the List, the NASD believes it is at a 
competitive disadvantage with 
exchanges where securities are 
marginable as soon as a registration for 
listing becomes effective. Staff analysis 
indicates that securities trading in the 
National Market System with “last sale” 
reporting could be made automatically 
marginable (upon publication in the 
Federal Register of the additions to and 
deletions from that category) since 
liquidity and other factors compare 
favorably with securities traded on 
major exchanges. The other National 
List securities do not have “last sale” 
reporting and, as a group, exhibit less 
liquidity. It is expected that the 
Securities and Exchange Commission 
will publish the securities added to or 
removed from the National Market 
System designation in the Federal 
Register; upon this filing the securities 
will be automatically “margin 
securities.”
Initial Regulatory Flexibility Analysis

The Board’s proposal to amend its 
margin regulations to include securities 
that are designated as qualified for 
trading in the National Market System 
by the Securities and Exchange 
Commission is not expected to have any 
adverse impact on a substantial number
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of small businesses. Analysis indicates 
that approximately 95 percent of all 
present National Market System 
securities are currently on the Board’s 
List of OTC Margin Stocks. Under the 
proposal, the potential candidates 
would be marginable at a brokerage firm 
as soon as the SEC files the names with 
the Federal Register for publication and 
could be used immediately as collateral 
in a margin account. However, because 
of the marginability of these securities, 
certain constraints on loans by banks 
and others would be imposed at the time 
of the Federal Register filing.
List of Subjects
12 CFR Part 207

Banks, Banking, Credit, Federal 
Reserve System, Margin, Margin 
requirements, Reporting and 
recordkeeping requirements, Securities.
12 CFR Part 220

Banks, Banking, Brokers, Credit, 
Federal Reserve System, Margin, Margin 
requirements, Investments, Reporting 
and reeordkeeping requirements, 
Securities.
12 CFR Part 221

Banks, Banking, Credit, Federal 
Reserve System, Margin, Margin 
requirements, Reporting and 
recordkeeping requirements, Securities.

Accordingly, pursuant to sections 7 
and 23 of the Securities Exchange Act of 
1934, as amended (15 U.S.C. 78g and 
78w), the Board proposes to amend 
Regulation G, T and U (12 CFR Parts 207, 
220 and 221 respectively) as follows:
PART 207— SECURITIES CREDIT BY 
PERSONS OTHER THAN BANKS, 
BROKERS, OR DEALERS

1. Section 207.2, paragraph (i) is 
revised to read as follows:
* *  *  *  *

§ 207.2 Definitions.
* * * * *

(1) “Margin stock" means: (1) Any 
equity security registered or having 
unlisted trading privileges on a national 
securities exchange;

(2) Any OTC margin stock:
(3) Any OTC security designated by 

the SEC as qualified for trading in the 
National Market System.

(4) Any debt security convertible into 
a margin stock or carrying a warrant or 
right to subscribe to or purchase a 
margin stock;

(5) Any warrant or right to subscribe 
to or purchase a margin stdck; or

(6) Any security issued by an 
investment company registered under 
section 8 of the Investment Company 
Act of 1940 (15 U.S.C. 80a-8), other than:

(i) A company licensed under the 
Small Business Investment Company 
Act of 1958, as amended (15 U.S.C. 661); 
or

(ii) A company which has at least 95 
percent of its assets continuously 
invested in exempted securities (as 
defined in 15 U.S.C. 78c(12)). 
* * * * *

PART 220— CREDIT BY BROKERS 
AND DEALERS

1. In § 220.2, paragraph (o) is revised 
to read as follows: 
* * * * *

§ 220.2 Definitions.
* * * * *

(o) "Margin security" means; (1) Any 
registered security;

(2) Any OTC margin stock;
(3) Any OTC margin bond;
(4) Any OTC security designated by 

the SEC as qualified for trading in the 
National Market System; or

(5) Any security issued by either an 
open-end investment company or unit 
investment trust which is registered 
under section 8 of the Investment

Company Act of 1940 (15 U.S C 80a-8). 
* * * * *

PART 221— CREDIT BY BANKS FOR 
THE PURPOSE OF PURCHASING OR 
CARRYING MARGIN STOCKS

2. In § 221.2, paragraph (h) is revised 
to read as follows:

§221.2 Definitions.
* * * * *

(hj “Margin stock” means: (1) Any 
equity security registered or having 
unlisted trading privileges on a national 
securities exchange;

(2) Any OTC margin stock;
(3) Any OTC security designated by 

the SEC as qualified for trading in the 
National Market System.

(4) Any debt security convertible into 
a margin stock or carrying a warrant or 
right to subscribe to or purchase a 
margin stock;

(5) Any warrant or right to subscribe 
to or purchase a margin stock; or

(6) Any security issued by an 
investment company registered under 
section 8 of the Investment Company 
Act of 1940 (15 U.S.C. 80a-8), other than:

(i) A company licensed under the 
Small Business Investment Company 
Act of 1958, as amended (15 U.S.C. 661): 
or

(ii) A company which has at least 95 
percent of its assets continuously 
invested in exempted securities (as 
defin.ed in 15 U.S.C. 78c(12)). 
* * * * *

By order of the Board of Governors of the 
Federal Reserve System, March 7,1984. 
W illiam  W. W iles,
Secretary of the Board.

|FR Doc. 84-6774 Filed 3-14-84: 8:45 am|
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Board of G overnors of the Federal Reserve System

CREDIT BY BROKERS AND DEALERS

AMENDMENT TO REGULATION T

(effective April 13, 1984)

FEDERAL RESERVE SYSTEM

12 CFR Part 220

[Docket Wo. IR-0500]

Regulation T; Credit By Brokers and 
Dealers

AGENCY: Board of Governors of the 
Federal Reserve System.
ACTION: Final rule. * 202

SUMMARY: Regulation T (12 CFR Part 
220, Credit By Brokers and Dealers) is 
hereby amended to permit an options 
clearing agency to accept margin 
securities to meet its deposit 
requirements. This action is being taken 
in order to facilitate regulatory 
coordination with the recent SEC 
approval of an Options Clearing 
Corporation program whereby the class 
of securities eligible for the options 
clearing agency’s deposit requirements 
were expanded (SEC Release 34-20558, 
January 13,1984).
EFFECTIVE DATE: A p r i l  13,1984.

FOR FURTHER iNFORMATION CONTACT: 
Laura Homer, Securities Credit Officer, 
or Robert Lord, Attorney, Division of 
Banking Supervision and Regulation,
(202) 452-2781.
SUPPLEMENTARY INFORMATION: The
Options Clearing Corporation (“OCC”) 
has a program (“valued securities 
program”) in which it accepts certain 
margin securities from its clearing 
members in satisfaction of their OCC

deposit requirements. OCC’s activities 
are subject to Regulation T, which 
currently permits the deposit only of any 
underlying securities for classes of 
option contracts outstanding at the time 
of the deposit. OCC recently filed a 
proposed rule change (File No. SR- 
OCC-83-17) with the SEC to expand its 
valued securities program by eliminating 
the requirement that only stocks 
underlying listed options can be 
deposited with OCC, and permitting the 
deposit of any common stocks which: (i) 
Are traded on a national securities 
exchange, or are NASDAQ securities 
that are designated as National Market 
System securities pursuant to SEC Rule 
llA a 2 -l (17 CFR 240.1lAa2-l); (ii) have 
last sale reports disseminated on the 
consolidated tape; and (iii) have a 
market value greater than $10 per share; 
provided that stocks which are 
suspended from trading or which are 
subject to special requirements under 
exchange margin rules may not be 
deposited with OCC. This rule change 
was approved by the SEC on January 13, 
1984 (SEC Release 34-20558). The Board 
believes the rule change is appropriate 
and, therefore, is adopting an 
amendment to Regulation T that, in 
conjunction with the SEC rule approval, 
will permit the expanded deposit 
program to take place without 
unnecessary delay. The amendment to 
Regulation T would permit the deposit 
of any margin security which also meets 
SEC-approved criteria for clearing 
deposits.

Final Regulatory Flexibility Analysis
The change made pursuant to this 

action reduces specific administrative 
and regulatory burdens. The Board 
certifies for purposes of 5 U.S.C. 605(b), 
therefore, that this amendment to 
Regulation T will not have any adverse 
impact on a substantial number of small 
businesses.
List of Subjects in 12 CFR Part 22®

Banks, Banking, Borrowers, Brokers, 
Credit, Federal Reserve System, Margin, 
Margin requirements.

Accordingly, pursuant to sections 7, 8, 
and 23 of the Securities Exchange of Act 
1934, as amended (15 U.S.C. 78g, 78h. 
and 78w) the Board amends Regulation 
T (12 CFR 220) by removing, in 
§ 220.14(b), paragraphs (3) and (4) and 
adding a new paragraph (3), which 
would read as follows:

PART 220— CREDIT BY BROKERS 
AND DEALERS 
$ 220.14 Clearance of securities.
* * * * *

(b) * * *
(3) The deposit consists of any margin 

security and complies with the rules of 
the clearing agency which have been 
approved by the SEC.

By order of the Board of Governors of the 
Federal R eserve System . March 7,1984. 
William W. Wiles,
Secretary of the Board.
jFR Doc. 84-6775 Filed 8-13-84; 8:45 arn|

PRINTED IN NEW YORK, FROM FEDERAL REGISTER, VOL. 49, NO. 51

For this Regulation to be complete retain:
1) Regulation T, as revised effective March 31, 1984, printed in pamphlet 

“ Securities Credit Transactions,” dated December 1983.
2) This slip sheet.
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