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For immediate release October 19* 1934. 

s a l e s amd r e p u r c h a s e s OF s e c u r i t i e s i n o l d a c c o u n t s . 

Ruling No. 28 interpreting Regulation T. The Federal Reserve 

Board has been asked whether a creditor, as defined in sect ion 2(b) of 

Regulation 1', may permit a cus-tomer t o s e l l a registered security from 

a designated old account and on the same day to purchase in i t s place 

in the old account an unregistered, non-exempted security, i f the ad-

justed debit balance of the old account i s not increased. In reply the 

Board called attention to the prohibition contained in sect ion 7 (c ) (2 ) 

of the Securit ies Exchange Act of 1934 on the extension of credit on un-

registered, non-exempted securi t ies for the purpose of purchasing or 

carrying secur i t i e s , and to the fac t that the provisions of sect ion 4 

of Regulation T are made applicable to old accounts by the f i r s t pro-

viso of sect ion 7(a) of the Regulation. Accordingly, the Board ad-

vised that in the circumstances indicated, the extension of credit 

for the purchase of the unregistered* non-exempted security i s not 

permitted unless at the time of such purchase the maximum loan value 

of the secur i t i es in the account exceeds the adjusted debit balance of 

the account by an amount equal to or greater than the purchase price 

of the unregistered, non-exempted securi ty . 
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