
FEDERAL RESERVE BANK
OF NEW YORK

[ Circular No. 10313 "I 
October 24, 1989 \

PROPOSED AMENDMENTS TO REGULATION T 
Comment Invited by November 30 on Marginability of Foreign Securities

To All Banks, Brokers and Dealers, and Others Extending 
Securities Credit in the Second Federal Reserve District:

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

T h e  F ed era l R e se r v e  B o a rd  h a s  is su e d  for  p u b lic  c o m m e n t p r o p o se d  a m e n d m e n ts  to  R e g u la t io n  T  (C red it b y  B rok ers  

and D e a le r s )  to  a c c o m m o d a te  th e  se tt le m e n t and  c le a r a n c e  o f  tr a n sa c tio n s  in  fo r e ig n  s e c u r it ie s  and  to  p e r m it m a r g in a b ility  

at b ro k er -d ea lers fo r  fo r e ig n  se c u r it ie s .

C o m m e n ts  m u st b e  su b m itte d  to  th e  B o a rd  b y  N o v e m b e r  3 0 ,  1 9 8 9 .

T h e  p r o p o se d  a m e n d m e n ts  are th e  resu lt o f  a req u e st  fro m  th e  S e c u r it ie s  In d u stry  A s s o c ia t io n  (S I A )  to  r e c o g n iz e  

th e  fa c t  that s e c u r it ie s  m a rk ets h a v e  b e c o m e  g lo b a l.

T h e  a m e n d m e n ts  w o u ld :

• p e r m it fo r e ig n  “ w o r ld -c la s s ” e q u ity  and  d eb t s e c u r it ie s  to  b e  e lig ib le  fo r  m a rg in  at b ro k er -d ea lers o n  th e  sa m e  b a s is  

as m a r g in  s e c u r it ie s ;

• p e r m it r e c o g n it io n  an d  iso la t io n  o f  d eb t d e n o m in a te d  in  fo r e ig n  c u r r e n c ie s  and  a llo w  th e  fo r e ig n  w o r ld -c la s s  

s e c u r it ie s  d e n o m in a te d  in  that c u r re n c y  to  b e  u se d  as m a rg in  fo r  th e  d eb t w ith o u t  c o n v e r s io n  in to  d o lla rs;

• e a s e  r e s tr ic t io n s  o n  p a y m e n t and se tt lem e n t for  fo r e ig n  s e c u r it ie s  to  a c c o m m o d a te  th e  p r a c t ic e s  o f  th e  m ark et w h er e  

th e  trade o c cu rs ;  and

• a llo w  a b rok er -d ea ler  su b je c t  to  R e g u la tio n  T  to  arran ge  c re d it  o n  n o n -U n ite d  S ta tes  se c u r it ie s .

F o r e ig n  e q u ity  s e c u r it ie s  w o u ld  b e  e l ig ib le  for  m a rg in  trea tm en t u p o n  c e r t if ic a t io n  that th e y  m e e t  th e  

fo llo w in g  cr iter ia :

• l is t in g  o n  an  e x c h a n g e  o u ts id e  th e  U n ite d  S ta tes;

• c o n t in u o u s  a v a ila b ility  fro m  that e x c h a n g e  to  U .S . c re d ito rs  o f  q u o ta tio n s  o f  b o th  b id  an d  a sk e d  o r  la st sa le  p r ic e s  

th r o u g h  an  e le c tr o n ic  q u o ta tio n  sy s te m ;

• an  a g g r e g a te  m ark et v a lu e  for th e  s e c u r ity  o f  at lea s t  $1 b illio n ;

• a tra d ea b le  flo a t o f  at le a s t  1 m illio n  sh ares;

• an  a v e ra g e  w e e k ly  tra d in g  v o lu m e  o f  e ith e r  at le a s t  2 0 0 ,0 0 0  sh ares or  th e  e q u iv a le n t  o f  $1 m illio n ;  and

• th e  e x is te n c e  o f  th e  is su e r  or  a p r e d e c e sso r  in  in te re st  for  at lea s t  f iv e  years.

T h e  p r o p o sa l w o u ld  a lso  m a k e  fo r e ig n  corp o ra te  d eb t s e c u r it ie s  m a r g in a b le  i f  th e  o r ig in a l is su e  h ad  o u ts ta n d in g  a 

p r in c ip a l a m o u n t o f  $ 1 0 0  m ill io n ,  th e  is su e  is  n o t in  d e fa u lt o n  in te re st  or  p r in c ip a l p a y m e n ts , and  th e  is su e  is  rated  in  

o n e  o f  th e  tw o  h ig h e s t  ra tin g  c a te g o r ie s  b y  a n a tio n a lly  r e c o g n iz e d  s ta tis t ic a l ra tin g  se r v ic e .

C o m m e n t is  a lso  so u g h t  as to  w h e th e r  a d d itio n a l or  a lter n a tiv e  c r iter ia  sh o u ld  b e  a d o p te d  to  d e te r m in e  th e  e l ig ib i l i ty  

o f  s p e c if ic  is s u e s  o f  fo r e ig n  e q u ity  and d eb t s e c u r it ie s .

Printed on the following pages is the text of the Board’s proposal, as published in the Federal Register of 
October 10. Comments thereon should be submitted by November 30 and sent to the Board, as indicated in the notice, 
or to our Compliance Examinations Department.

E. G erald Corrigan ,
President.
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Proposed Rules Federal Register 
Vol. 54, No. 194 

Tuesday, October 10, 1989

This section of the FEDERAL REGISTER 
contains notices to the public of the 
proposed issuance of rules and 
regulations. The purpose of these notices 
is to give interested persons an 
opportunity to participate in the rule 
making prior to the adoption of the final 
rules.

FEDERAL RESERVE SYSTEM

12 CFR Part 220

[Regulation T; Docket No. R-0675)

RIN: 7100-AA72

Credit by Brokers and Dealers; 
Accommodation of Settlement and 
Clearance of Foreign Securities

AGENCY: B oard of G overnors of the 
F edera l R eserve System . 
a c t io n : Proposed  rude.

s u m m a r y : T he B oard  is p roposing for 
public  com m ent am endm en ts to 
R egula tion  T  to accom m odate  the 
increasing  in te rn a tio n a liza tio n  of the 
secu rities  m arke ts. T he am endm ents, 
suggested  by  the S ecurities Industry  
A sso c ia tio n  (SLA), w ould: (1) Perm it 
foreign “w o rld -c la ss” equity  an d  deb t 
secu rities to be  eligible for m argin a t 
b ro k er-d ea le rs  on the sam e b as is  as 
m argin  securities: (2) perm it recognition  
an d  iso la tio n  of d eb t d enom inated  in 
foreign cu rrenc ies an d  allow  the foreign 
w orld -c lass  secu rities denom inated  in 
th a t cu rrency  to be  u sed  as m argin for 
the d eb t w ithou t conversion  into dollars:
(3) ea se  restric tions on paym ent an d  
se ttlem en t for foreign securities to 
accom m odate  the p rac tices  of the 
m arke t w h ere  the trad e  occurs; an d  (4) 
a llow  a b ro k er-d ea le r sub ject to 
R egulation  T to a rrange  cred it on non- 
U n ited  S ta te s  securities. 
d a t e : C om m ents shou ld  be  received  on 
or befo re  N ovem ber 30,1989,
ADDRESS: C om m ents, w h ich  should  refer 
to D ocket R-0675, m ay  be  m ailed  to  Mr. 
W jlliam  W . W iles, Secre tary , B oard  of 
G overnors of the F edera l R eserve 
System , 20th S tree t & C onstitu tion  
A venue, NW ., W ashington , DC 20551, or 
d e livered  a t the C S tree t E ntrance 
b e tw een  8:45 a.m . an d  5:15 p.m. 
w eek d ay s to Room  B-2223. C om m ents 
m ay be  in sp ec ted  in Room B-1122 
b e tw een  8:45 a.m . an d  5:15 p.m. 
w eekdays.
FOR FURTHER INFORMATION CONTACT:
L aura H om er, S ecurities C red it Officer,

or Scott Holz, A ttorney, D ivision of 
Banking Supervision and  Regulation, 
(202) 452-2781. For the hearing  im paired  
only, T elecom m unications Service for 
the Deaf, E arnestine H ill or D oro thea 
Thom pson, (202) 452-3544. 
SUPPLEMENTARY INFORMATION:

I. M arginability of C ertain  Foreign 
Securities

A t p resen t m any foreign equity  
securities are  m arginable directly , 
through trading on n ational secu rities 
exchanges or on NASDAQ, or indirectly , 
through the use of A m erican  D epositary  
Receipts (ADRs). All of these foreign 
securities are priced in do llars for 
trading purposes. T his p roposal 
con tem plates adding a lim ited num ber 
of foreign equity  securities as  eligible for 
m argin credit. A ny security  to be  p laced  
on a  list to be published  by  the B oard 
m ust be certified  by a U.S. self- 
regulatory organization  (SRO), such  as 
the New York Stock Exchage (NYSE), 
w hich has ado p ted  p rocedures for 
determ ining eligibility th a t have  b een  
approved by the Board. T he NYSE h as  
agreed to consider the adop tion  of such 
procedures. T he securities w ould  be 
designated  “w orld -c lass" securities. In 
general, the eligibility requirem ents, as 
proposed by the SLA an d  m odified  by 
the Board, include listing on a  securities 
exchange ou tside the U nited  S ta te s  for 
a t least six  m onths; continuous 
availability  from tha t exchange to U.S. 
creditors of quo ta tions of bo th  b id  and  
asked  or last sa le  prices through an  
electronic quotation  system ; an  
aggregate m arket value for the sh a re s  of 
$1 billion; a trad eab le  float of 1 m illion 
shares; an  average w eekly  trad ing  
volum e of e ither 200,000 shares  or the 
equivalent of $1,000,000; and  the 
existence of the issuer or a p redecesso r 
in in terest for a t le as t five years. Low er 
standards for m arket value and  trading 
volume criteria w ould  be perm itted  for 
retention  on the list. Com m ent is 
requested  on add itiona l or a lte rna te  
criteria for determ ining the eligibility of 
both foreign securities exchanges and  
specific issues of securities.

The proposal w ould also  m ake foreign 
corporate deb t securities m arg inab le if 
the original issue had  ou tstand ing  a 
principal am ount of a t le as t $100,000,000, 
the issue is no t in defau lt on in te rest or 
principal paym ents, an d  the issue is 
ra ted  in one of the tw o highest ra ting  
categories by  a nationally  recognized

s ta tis tica l ra ting  service. The proposal 
a lso  p rovides for the m arginability of 
foreign deb t un ra ted  at the effective 
d a te  of the p roposed  rule if a subsequen t 
unsecu red  deb t issue of a t least 
$100,000,000 of the sam e issuer receives 
the required  high rating. The SEC 
p resen tly  recognizes five sta tistica l 
ra ting  organizations: Duff and Phelps; 
F itch Investo r Services; M oody’s 
Investo r Services; M cCarthy, C risan ti & 
M affei; an d  S tan d ard  & Poor’s. Com m ent 
is requested  on a lternate  criteria for 
m arg inab ility  of foreign corporate deb t 
securities.

II. U se of Foreign Currency

The p resen t regulation requires, in 
re lev an t part, th a t all debits and  cred its  
be exp ressed  in dollars. Loan value of 
securities denom inated  in other 
cu rrencies m ust be translated  into 
do lla rs  w hen  they are  used to contribu te  
loan  value in a m argin account. If 
paym ent for a m argin call is received  in 
foreign currency, it m ust be converted  
into do lla rs before deposit into the 
m argin  account. U nder the proposal, 
“do lla rs only” accounting w ould no 
longer be requ ired  and  foreign currency  
could  be deposited  and  m ain tained  in a 
m argin account. By the use of a 
subaccoun t or o ther m ethods of reco rd 
keeping in the m argin account, the 
p roposal w ould  perm it separate  
com putations for all debits denom inated  
in a specific foreign currency and  
seem ed  by  separa te ly  identified foreign 
w orld -c lass securities denom inated  in 
th a t currency. U nder the current p rac tice  
of denom inating  all transactions in 
dollars, an  increase  in the value of any 
co lla tera l can  be  applied  to any o ther 
securities tran sac tio n s in the m argin 
account. By insulating  transactions 
denom inated  in foreign currencies, the 
p roposal con tem plates tha t no equ ity  for 
R egulation  T purposes could be rea lized  
from  this foreign currency or foreign- 
cu rrency-denom inated  security against 
d o lla r defic iencies or deficiencies in 
o ther foreign currencies. H ow ever, the 
p roposal should  no t prevent the 
com bination  of the foreign and do llar 
cu rrency  positions for m ain tenance ru les 
of the SROs. In addition , the segregation  
o f all tran sac tio n s in foreign m arginable 
secu rities an d  a tten d an t debt w ould  be 
op tional. T he cu rren t practice of 
denom inating  all transactions an d  deb t 
in do lla rs in the m argin account w ould  
still be ava ilab le . The SIA proposal a lso
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prov ides th a t foreign currency  held  in a 
b ank  accoun t u n d e r  the c red ito r’s 
contro l cou ld  offset a  debit o r  
requ irem en t denom inated  in  such 
foreign currency. W hile  th e  B oard 
b elieves th e re  shou ld  b e  no  b a rrie r  to 
this procedure , the specific p rovision 
p roposed  b y  th e  SIA  to  clarify  th a t 
foreign cu rrency  so  held  can  b e  
given value  to red u ce  a  foreign 
cu rrency  d eb it o r  requ irem en t is 
no t be ing  p ro p o sed  a s  the B oard  
b elieves it  is im plicit in the regulatory  
language th a t is  be ing  proposed.

III. S ettlem en t
T here is a  w id e  varie ty  of se ttlem ent 

tim es an d  p rocedu res throughout the 
financ ia l m a rk e ts  o f the w orld. In  d ie  
U nited  S ta te s  the u su a l tim e for settling 
trad es in equity  securities under 
exchange ru les  is  five b usiness  days. 
H ow ever, th e re  a re  o ther se ttlem en t 
p eriods p ro v id ed  for trad e s  in  
governm en t secu ritie s  and  fu tures 
p roducts. In  the U n ited  K ingdom  there  is 
fortn ightly  s e tt le m e n t In F ran ce  a ba tch  
se ttlem en t sy s tem  is  used , w ith  all 
trad e s  on  or a f te r  the  beginning d a te  of 
the m on th ’s se ttlem en t period  due  no  
la te r  th a n  th e  beg inn ing  d a te  o f  the nex t 
m on th ’s pu b lish ed  se ttlem en t date. 
T ran sac tio n s  on  th e  B russels S tock 
E xchange in  Belgium  a re  se ttled  in  a  
m anner s im ila r to  th e  p rocedure in 
F rance. M ost Jap an ese  tran sac tio n s  
se ttle  on the th ird  b u sin ess  d a y  after 
execu tion .

A n ex isting  prov ision  in  R egulation T 
for cash, tran sa c tio n s  perm its up to 35 
day s for se ttlem en t in a delivery  against 
p ay m en t (DVP) sy stem  if th e  ex tra  tim e 
is requ ired  b ecau se  of the m echanics of 
the trad e  an d  is  no t re la ted  to  the 
p u rch ase r’s w illingness or ab ility  to pay. 
This p roposal co n tem p la tes  ca sh  
se ttlem en t o f all fo reign  securities 
tran sac tio n s  in  a foreign m arke t on the 
ea rlie r  of the d a te  requ ired  by  ru le s  of a  
com peten t au th o rity  o ver th a t m arket or 
35 d a y s  from  trad e  d a te  (w hich is  d ie  
o u tside  tim e fo r se ttlem en t in  DVP 
transactions). It is expected  th a t th is  
p roposal w ill accom m odate  the 
shorten ing  of se ttlem en t p e rio d s  for cash  
tran sac tio n s  (as  h a s  been  suggesed  by 
m ost com m en ters  in  light o f th e  im plicit 
risks in the w idely  varying sy stem s now  
in p lace  in  the w orld ) w ithout fu rther 
am endm en t to  th e  rule.

IV. A rranging
T h e  “arrang ing '1 section  o f Regulation 

T, w ith  sev e ra l exceptions, p roh ib its  a  
b roker-dea le r from  arrang ing  cred it 
un less  it  is  c red it th a t th e  b roker-dealer 
c a n  itse lf  ex ten d . S ince m ost foreign 
secu ritie s  a re  no t “m argin  secu ritie s’* on

w hich  a broker-dealer can  ex ten d  or 
m ain ta in  credit. U.S. brokers and  their 
o v e rseas  b ranches are  p reven ted  from 
assis ting  U.S. and  foreign custom ers in 
obtain ing any  credit for the ir purchase. 
B ecause the securities are non-U.S. 
securities a  borrow er is no t regula ted  
under Regulation X as to th e  am oun t o f 
cred it he or she can obtain  from foreign 
b roker-dealers o r  foreign banks. In 
addition , U.S. banks are free to lend  a 
“good faith" am ount on these non
m argin securities and  can also  arrange 
the  credit. U nited S tates b rokers  a re  
thus com petitively d isadvan taged  in 
serving custom ers who might w ish  to 
borrow . The proposal w ould  perm it 
b roker-deale rs to arrange c red it fo r an y  
custom er w ith a  foreign lender to 
pu rchase  non-U-S. securities. W hile the 
SIA proposed  placing on U.S. b roker- 
d ea le rs  the burden of ascerta in ing  the 
legality  of the credit being ex ten d ed  
ab road , the Board believes this is  a  
responsib ility  that the foreign lender 
w ill m e e t

R egulatory  Flexibility A ct

T he B oard  believes there w ill be no 
significant econom ic im pact on  a  
su b stan tia l num ber o f sm all en titie s  if  
th is p roposal is adopted. C om m ents a re  
inv ited  on  this s ta te m en t

P aperw ork  R edaction A ct

N o add itiona l reporting requirem ents 
or m odification to existing  reporting  
requ irem en ts a re  proposed.

List of S ub jec ts in 12 CFR P art 220

Banks, Banking, Rrokers, O e d it , 
F edera l Reserve System, M argin, M argin 
requirem ents, Investm ents, Reporting 
and  recordkeeping requirem ents, 
Securities.

For the reasons set out in this notice, 
an d  pu rsuan t to the Board’s au thority  
u nder sections 3, 7, 8,17, a n d  23 o f  the 
Securities Exchange A ct of 1934, as 
am ended  [15 U.S.C. 78c, 78g, 78h, 78q, 
and  78wJ, the B oard proposes to am end  
12 CFR p a rt 220 as  follows:

PART 220— CREDIT BY BROKERS  
AND DEALERS

1. T he authority  citation  for p a r t 220 
continues to read  a» follows:

Authority 15 U.S.C. 78c, 78g, 78h, 78q, and 
78w.

2. In § 220.2, “or'* is rem oved a t  the 
end  of paragraph  (o)(4); the p eriod  is 
rem oved  a t  the end  o f  parag rap h  (o)(5) 
an d  or”  is added; and  n e w  p arag rap h s
(o)(6), (r)(5), and  (2)  a re  ad d e d  to rea d  a s  
follows:

§ 220.2 DatMtfona.
* * * * *

(0) “M argin security” m eans: 
* * * * *

(6) A ny w orld-class security. 
* * * * *

(r) "O TC m argin bond" m eans: 
* * * * *

(5) A foreign d eb t security  th a t m eets 
all of the follow ing requirem ents:

(1) A t th e  tim e o f original issue, a  
p rincipal am ount of a t  le a s t $100,000,000 
w as  ou tstanding;

(ii) A t the tim e o f  the ex tension  of 
credit, the  c red ito r has  a reaso n ab le  
b as is  for believing tha t the issuer is n o t 
in defau lt on  in te rest or principal 
paym en ts ; and

(iii) A t the tim e o f th e  ex tension  of 
credit, the issue is ra ted  in one o f  th e  
tw o h ighest ra ting  categories by a 
n a tio n a lly  recognized s ta tis tica l rating  
o rganization , except th a t an  issue tha t 
has  no t b een  ra ted  as of the effective 
da te  of th is  p rovision shall be 
con sid ered  an  “OTC m argin b o n d ” if a 
su b seq u en t u nsecu red  issue of a t le as t 
$100,000,OCX) of the sam e issuer is  ra ted  
in one of th e  tw o highest rating  
ca tegories by  a  nationally  recognized 
s ta tis tica l ra ting  organization. 
* * * * *

(z) “W orld -c lass  security” m eans:
(1) A n equity  security  th a t is  n e ith e r a 

reg is tered  security  nor an  OTC m argin 
stock  an d  th a t  a p p e a rs  on  the  B oard’s 
period ica lly  pub lished  List of 
M arg inable  Foreign Stocks, b a s e d  o n  a  
certifica tion  by  a  self-regulatory 
o rgan ization  under p rocedures app roved  
by the B oard; or

(2) A  d eb t security  convertib le  into an  
equity  secu rity  tha t ap p ears  on  the 
B oard ’s  L ist of M arginable Foreign 
Stocks.

3. In § 220.4, a  new  sen tence  is ad d ed  
to the en d  of parag rap h  (c)(1) to  rea d  a s  
follow s:

§ 220.4 Margin account.
* * * * *

(c) When additional margin is 
required—(1) Computing 
deficiency. * * * To the ex ten t th a t 
deb its  in p m arg in  accoun t are  
d en o m in a ted  in  foreign currency secu red  
by specifically  iden tified  foreign m arg in  
secu rities as  p rov ided  in  section  220.5(g), 
each  foreign currency  d eb it position  
shall be  con sid ered  sep ara te ly  for 
p u rp o ses  o f com puting a  defic iency a n d  
no cred it shall be given to  su ch  
specifically  iden tified  foreign m arg in  
secu rities  for pu rposes of com puting 
equ ity  in the m argin account e ither in 
U n ited  S ta te s  do lla rs or in  any o th e r 
specific foreign currency. 
* * * * *
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4. In § 220.5, a new  parag rap h  (g) is 
ad d ed  to read  as  follow s:

§ 220.5 Margin account exceptions and 
special provisions.
* * * * *

(g) Credit denominated in foreign 
currency. A  c red ito r m ay ex ten d  cred it 
deno m in a ted  in a foreign currency  
secu red  by foreign m arg ins securities 
deno m in a ted  or trad ed  in the sam e 
foreign cu rrency  an d  specifically  
iden tified  on the c red ito r’s books and  
reco rds as  securing  the foreign currency 
debit.

5. In § 220.8, p arag rap h  (b)(1) 
in troduc to ry  tex t is revised: parag raphs
(b)(1) (i) through (iv) a re  redesig n a ted  as 
show n below :

Old paragraph
designation

New paragraph 
designation

(i) (A)
(>i) (B)
(iii) (C)
(iv) (D)
(A) d )
(B) { 2 )

(C) (5)

an d  new  p a rag rap h s  (b)(l)(i) an d
(b)(l)(ii) a re  a d d e d  to rea d  as follows:

§ 220.8 Cash account 
* * * * *

(b) Time periods for payment; 
cancellation or liquidation— (1) Full 
cash payment. A cred ito r sha ll o b ta in  
full cash  paym en t for custom er 
p u ch ase s—

(i) W ith in  seven  business  day s of the 
date:
* * * * *

(ii) In the case  of pu rchase  of a  foreign 
security, on the ea rlie r  of:

(A) T he d a te  on w hich se ttlem en t is 
requ ired  to occur by the ru les of the 
foreign secu rities exchange or the d a te  
by  w hich  local b rokers an d  d ea le rs  in 
the foreign m arke t are  requ ired  to se ttle  
trades: or

(B) T he m axim um  tim e perm itted  by 
th is p a rt for delivery  aga inst paym ent 
tran sac tio n s.
* * * * *

6. In § 220.13, “o r” is rem oved  a t the 
end  of p arag rap h s  (a) an d  (b); the period 
is rem oved  a t the  end  of parag rap h  (c) 
an d  or" is added : and  new  p arag raph
(d) is ad d e d  to rea d  as  follows:

§ 220.13 Arranging for loans by others.
* * * * *

(d) C red it ex ten d ed  by a  foreign 
perso n  to p u rch ase  non-U nited  S ta te s  
securities.

7. In § 220.17, the section  head ing  an d  
the head ings to p arag rap h s (a) an d  (b) 
a re  revised: the reference  to p arag raph
(d) in parag raphs (a) and (b) is changed  
to read  parag raph  (f); parag raphs (c), (d), 
and  (e) are redesignated  as  p arag raphs
(e) , (f), and  (g) and  revised: an d  new  
p arag raphs (c) and (d) are ad d ed  to read  
as  follows:

§220.17 Requirements for lists of 
marginable OTC and foreign stocks.

(a) Requirements for inclusion on the 
list of marginable OTC stocks. 
* * * * *

(b) Requirements for continued 
inclusion on the list of marginable OTC 
stocks.
* * * * *

(c) Requirements for inclusion on the 
list of marginable foreign stocks. E xcept 
as prov ided  in paragraph (f) of this 
section, a m arginable foreign stock shall 
m eet the following requirem ents:

(1) The security  is listed  for trad ing  on 
a foreign securities exchange and  has 
been  trading on such exchange for a t 
le as t six  months:

(2) Daily quotations for bo th  b id  and  
asked  or last sale prices for the security  
prov ided  by the foreign exchange on 
w hich the security  is traded  are  
continuously  availab le to cred ito rs in 
the U nited  S tates pu rsuan t to an  
electronic quotation  system:

(3) The aggregate m arket value of 
shares, the ow nership of w hich  is 
unrestricted, is not less than  $1 billion;

(4) T here are 1,000,000 or m ore shares  
of such security  outstanding in add ition  
to shares held beneficially by  officers, 
d irec to rs or beneficial ow ners of m ore 
than  10 percen t of the shares 
outstanding;

(5) The average w eekly trad ing  
volum e of such security  during the 
preceding six m onths is e ither a t le as t
200,000 shares or $1 million; and

(6) The issuer or a p redecesso r in 
in te rest has  been  in ex istence for at 
least five years.

(d) Requirements for continued 
inclusion on the list of marginable 
foreign stocks. Except as p rov ided  in

parag raph  (f) of this section, a 
m arginable foreign stock shall m eet the 
following requirem ents:

(1) The security  continues to m eet the 
requirem ents specified in p a rag raphs (c) 
(1) and  (2) of this section;

(2) The aggregate m arket value of 
shares, the ow nership of w hich is 
unrestric ted , is not less than  $500 
million; and

(3) The average w eekly trad ing  
volum e of such security  during the 
preceding six  m onths is e ither a t le as t
100,000 shares or $500,000.

(e) Removal from the lists. T he Board 
shall periodically  rem ove from  the lists 
any  stock that:

(1) C eases to ex ist or of w hich the 
issuer ceases  to exist, or

(2) No longer su b stan tia lly  m eets  the 
provisions of parag raphs (b) or (d) of 
this section  or § 220.2(s).

(f) Discretionary authority of Board. 
W ithout regard  to o ther p a rag rap h s  of 
this section , the B oard m ay ad d  to, or 
om it or rem ove from  the lists of 
m arg inable OTC an d  foreign stocks any 
equity  security , if in the judgm ent of the 
Board, such ac tion  is n ecessary  or 
ap p rop ria te  in the public in te rest.

(g) Unlawful representations. It shall 
be unlaw ful for any  cred ito r to m ake, or 
cause to be m ade, any  rep resen ta tio n  to 
the effect th a t the inclusion of a security  
on the lists of m arg inab le  OTC or 
foreign stocks is ev idence th a t the Board 
or the SEC has in any  w ay  p a ssed  upon 
the m erits of, or given app rova l to, such 
security  or any tran sac tio n s therein .
A ny sta tem en t in an  advertisem en t or 
o ther sim ilar com m unication  con tain ing  
a reference to the B oard in connection  
w ith  the lis ts or stocks on those lis ts 
shall be an  unlaw ful rep resen ta tion .

8. In § 220.18, the p h rase  “o r the  
percen tage se t by  the regu la tory  
au thority  w here the trad e  occurs, 
w h ichever is g rea ter” is ad d ed  befo re  
the period  a t the end  of p a rag rap h s  (a) 
and  (b).

By order of the Board of Governors of the 
Federal Reserve System, September 29.1989. 
William W. Wiles,
Secretary of the Board.
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