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(Note for inside front cover) 

INQ.UIRIES REGARDING THIS REGULATION 

Any inquiry relating to this regulation should 

be addressed to a national securities exchange of 

which the person making the inquiry is a member or 

the facilities of which are used for his transac­

tions, or, if this be not practicable, the inquiry 

should be addressed to the Federal Reserve bank of 

the district in which the inquiry arises. In the 

event that an official of an exchange desires in­

formation as to a.'ly such question, he should make 

inquiry of the Federal Reserve ba.~ of the dis­

trict in which the exchange is located. 
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REGULATION T 

Revised Effective January 1, 1938. 

EXTENSION AND MAINTENANCE OF CREDIT BY BROKERS, DEALERS, 
AND MEMBERS OF NATIONAL SECURITIES EXCHANGES 

SECTION 1. SCOPE OF REGULATION 

This regulation is issued by the Board of Governors 
of the Federal Reserve System (hereinafter called the 
"Board") pursuant to the Securities Exchange Act of 1954 
(hereinafter called the "Act"), particularly sections 7 
and 8(a) thereof, and applies to every member of a nationnl 
securities exchange and to every broker or dealer who trans­
acts a business in securities t~rough the medium of any 
such member. · 
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SECTION 2. DEFINITIONS 

For the purposes of this regulation, unless the context otherwise 
requires: 

(a) ~e terms llpersonll, "member", "broker", 11 dealer11 , 11~1 , 
'purcJ:jasell, "sale", n selln, "securi ty11 , a,nd "bank" have the meanings 
given them in section 3(a) of the Act 1 pertinent parts of which are 
printed in the appendix to this regulation. 
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(b) The term ''credi torn means any member of a national securities ex­
change or any broker or dealer who transacts a business in securities 
through the medium of any such member. 

(c) The term "cu.stomer" includes any person, or any group of persons 
acting jointly, (1) to or for whom a creditor is extending or maintaining 
any credit, or (2) who, in accordance with the ordinary usage of the trade, 
Wo\ud be considered a oustomer of the creditor. 

It includes, in case the creditor is a firm, any partner -in the 
firm Who would be considered a customer ~~ the firm if he were not a partner, 
and includes any joint adventure in which a creditor participates and which 
would be considered a customer of the creditor if the creditor were not a 
participant. 

(d) The term llregistered security" means any security which (1) is 
registered on a national securities exchange; or (2) in consequence of its 
having unlisted trading privileges on a national securities exchange is 
deemed, under the provisions of section 12(f) of the Act, to be registered 
on a national securities exchange; or (3) is exempted by the Securities ahd 
Exchange Commission from the operation of section 7(c){2) of the Act only 
to the extent necessary to render lawful any direct or indirect extension 
or maintenance of credit on such security or any direct or indirect arrange­
ment therefor which would not have been unlawful if such security had bee~ 
a security (other than an exe~ed security) registered on a national se­
curities exchange. 

(e) The term "exempted securitY'' has the meaning given it in section 
3(a) of the Act except that the term does not include a security which is 
exempted by the Securities and ~xchange Comwission from the operation of 
section 7(c)(2) of the Act only to the extent described in subdivision (3) 
of section 2(d) of e1is regulation. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



.. 

3 

SECTION 3. GENERAL ACCOUNTS 

(a) Contents of general account. p All financial relations 
between a creditor and a customer, whether recorded in one 
record or in more than one record, shall be included in and be 
deemed to be parts of the customer's general account with the 
creditor, except that the relations which section 4 permits to 
be included in any special account provided for by that section 
may be included in the appropriate special account, and all 
transactions in commodities for or with any customer shall be 
included in the special commodity account provided for by sec­
tions 4{a) and 4(e), 

(b) General rule, "A creditor sl1all not effect for or 
with any customer in a general account any transaction which, 
in combination with the other transactions effected in the aC• 
count on the same day, creates an excess of the adjusted debit 
balance of the account over the maximum loan value of the se­
curities in the account, or increases any such excess, unless 
in connection therewith the creditor obtains, as promptly as 
possible and in any event before the expiration of three full 
business days following the date of such transaction, the deposit 
into the account of cash or securities in such amount that the 
cash deposited plus the maximum loan value of the securities de­
posited equals or exceeds the excess so created or the increase 
so caused, 

A transaction consisting of a withdrawal of cash or 
registered or exempted securities from a general account shall 
be permissible only on condition that no cash or securities need 
be deposited in the account in connection with a transaction on 
a previous d~ and that, in addition, the transactions (includ­
ing such withdrawal) on the day of such withdrawal would not 
create an excess of the adjusted debit balance of the account 
over the maximum loan value of the sec~ities in t4e account or 
increase any such excess, 

Rules for computing the maximum loan value of the se• 
curities in a general account and the adjusted debit balance of 
such an account are provided in sections 3(c) and 3(d), and cer­
tain modifications of and exceptions to the general rule stated 
above are provided in the subsequent subsections of this section 
and in sect\on 6, 
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{c) Maximum~ value and current market value. - The 
maximum loan value of the securities in a general account is 
the sum of the maximum loan values of the indiVidual securi­
ties in the. account, including securities (other than un­
issued securities) bought for the account but not yet debited 
thereto, but excluding securities sold for ~he account whether 
or not payment has been credited thereto. 

Except as otherwise provided in this section 3(c), 
the maximum loan value of a registered security (other than 
an exempted security) in a general account shall be such 
maximtun loan value as the Board shall p?escribe for general 
accounts from time to time in the supplement to this regula­
tion, and the maximum loan value of an exempted security shall 
be as determined by the creditor in good faith. No collateral 
other than registered securities or exempted securities shall 
have any loan value in a general account. 

A warrant or certificate which evidences only a ri~1t 
to subscribe to or otherwise acquire any security and which ex­
pires within ninety days of issuance shall have no loan value 
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in a general account; but, if the account contains, in addi­
tion to such warrant or certificate, the security to the holder • 
of which such warrant or certificate has been issued, the cur­
rent market value of such security (if the security be a regis­
tered security) shall, for the purpose of calculating its maxi­
mum loan value, be increased by the current market value of 
such warrant or certificate. 

For the current market value of a security throughout 
the day of its purchase or sale, the creditor shall use its 
total cost or the net proceeds of its sale, as the case may be, 
and at any other time shall use the closing sale price of the 
security on the preceding business day as shown by any regu­
larly published reporting or quotation service. In the absence 
of any ~~ch closing sale price, the creditor may use any reason­
able estimate of the market value of su~~ security as of the 
close of business on such preceding business day. 
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(d) Adjusted debit balance. - .For the purposes of this regula­
tion, the adjusted debit balance of ~' gAneral account shall be cBl­
culated by taking the sum of the following items: 

and 

(1) the net debit balance, if any, of the account; 

(2) the tott"tl cost of any securities (othr>r than un­
issued securities) bought for the account but not yet debited 
thereto; 

(5) the current morket value of fmy securities (other 
than unissued securities) sold short in the account plu)' 
for each such security (other than an exempt.c~d security , such 
ammmt as the Board shall prescribe from time to time in the 
supplement to this regulation as the margin required for 
such short sales, except that such runount so prescribed 
in the supplement need not be included when there are held 
in the account securities exchangef'.ble or convertible Within 
a reasonable time, without restriction other than the pay­
ment of money, into such securitj.es sold short; 

(4) the amount of margin specified by section 3(h) for 
every net commitment in the account in unissued securities, 
plus all unrealized losses on each cor.nnitment in unissued 
securities ond minus all unrealizod gains (not exceeding 
the required margin) on each com::1itment in unissued securi­
ties; and 

( 5) the amount of nny rnnrgin custoLlarily regu:lreu by the 
creditor in connection with his endorsement or guarantee of 
any put, call or other option; 

deducting therefrom the sum of the following i terns: 

(6) the net creait balance, if any, of the account; and 

(7) the net proceeds of sale of any securities {other than 
unissued securities) sold for the account but for which payment 
has not yet been credited thereto. 

In case the general account is the account of a pnrtner 
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of the creditor, the account of a joint adventure in which the credi­
tor participates, a gunrantccd account, or tho account of a customer 
who has gu&ranteecl the t~ccount of another customer., the adjusted dcbi t 
balance shall be computed according to the forFgoing rule and the sup­
plementary rules prescribed in sections 6{a), 6(b), and 6(c). 
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(e) Liquidation in lieu of deposit.* - In any case in 
which the deposit required by section 3(b), or any portion 
thereof, is not obtained by the creditor within the three­
day period specified in that section, securities shall be 
sold or covering or other liquidating transactions shall 
be effected in the account, prior to the expiration of 
such three-day period, in such amount that the resulting 
decrease in the adjusted debit balance of the account ex­
ceeds, by an amount at least as great as such required 
deposit or the undeposited portion thereof, any result­
ing decrease in the maximum loan value of the securities 
in the account. 

(f) Extensions .~ ~. - In exceptional cases, the 
three-day period specified in section 3(b) may, on ap­
plication of the creditor, be extended for one or more 
limited periods commensurate with the circumstances by 
any regularly constituted committee of a national se­
curities exchange having jurisdiction over the business 
conduct of its members, of which exchange the creditor 
is a member or through which his transactions are ef­
fected, provided such co~nittee is satisfied that the 
creditor is acting in good faith in maldng the appli­
cation and that the circumstances are in fact exceptional 
and warrant such action. 

(g) Transactions~ given day. - For the purposes 
of section 3(b) 1 the question of whether or not an ox­
cess of the adjusted debit balance of a general account 
over the maximum loan value of the securities in the ac­
count is created or increased on a given day shall be de­
termined on the basis of all the transactions in the ac­
count on that day exclusive of any deposit of cash, de­
posit of securities, covering transaction or other liqui­
dation that has been effocted on the given day, pursuant 
to the requirements of seotion 3(b) or 3(e), in conn,ec­
tion with a transaction on a previous day. 

* This requirement relates to tho action to be taken when 
a customer fails to make the deposit required by section 
3(b), ¥d it is not intended to countenance on the part 
of customers the practice commonly known as u free-riding" 
or n three-day riding'', to prevent which the principal 
national securities exchanges have adopted certain rules. 
See the rules of such exchanges and section 7(o) of this 
regulation. 
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(h) Unissued securities. -The amount to be in~ 
eluded in the adjusted debit balance of a general ac­
count as the margin required for a net long commit­
ment in unissued securities shall be the current mar­
ket value of the net amount of unissued securities 
l~ng minus the maximum loan value which such net 
amount of securities would have if they were issued 
registered sec~ities held in the account; and the 
amount to be so included as the margin required for 
a net shott commitment in unissued securities shall 
be the amount which would be required as margin for 
the net amount of unissued securities short if such 
securities were issued ~curities and were sold short 
in the account: Provided, ~at no amount need bo in­
cluded as margin for a net short eommitment in un­
issued securities when there are held in the account 
securities in respect of which the unissued securities 
are to be issued,nor for any net position in unissued 
securitie~ that are exempted securities. 

Whenever a creditor, pursuant to a purchase 
of an unissued security for a customer, receives an 
~sued security which is not a registered or exempted 
security, the creditor shall treat any payment by him 
for such issued secUrity as a transaction (other than 
a withdrawal) which increases the adjusted debit balance 
of the account by the amount of the payment minus the 
amount required to be included in the adjusted debit 
balance of the account, at the time of and in connec­
tion with the purcl1ase of the unissued security, as the 
margin required for such purchase. 
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SECTION 4. SPECIAL ACCOUNTS 8 308 

(a) General rule. -Pursuant to this SP.ction 4, & creditor may 
establi.sh for any customer one or more special accounts • 

.•. 
Each such special account shall be recorded separately and 

shall be confined to the transactions and relations specifically 
f..tuthorized for such account by the appropriEite subsection of this sec­
tion and to transactions and relations incidental to those specifically 
authorized. .An adequate record shall be maintnined showing for each 
such account the full detc..ils of all transactions in the account. 

A special accmmt established pursuant to this section shall 
not be used in any way for the purpose of evhding or circumventing any 
of the provisions of this regulation. If a customer has with a credi­
tor both a general account and one or more such special accounts, the 
creditor shall treat e~ch such special accmmt as if the customer had 
with the creditor no general account. 

Tho only other conditions to which transactions in such 
special accounts shall be subject under the provisions of this regu­
lation shall be such conditions as are specified in the appropriate 
subsection of this section and in sections 2, 6 e.nd 7. 

(b) Special omnibus account. - In a special onnibus account, a 
member of a national securities exchange may effect for a customer 
transactions which arc effected in reliance upon a signed stotement 
which the member has accepted from tho customer in good faith, and a 
duplicate originnl of whtch has be(~n filed by the member with the secre­
tary of a national securities exchange of which he is a member, that the 
customer is a broker or deLler who is subject to the provisions of this 
regulation or has places of business only in foreign countries; and such 
a special or.mibus account shall be subject to all the conditions to which 
it would be subject if it were a general nccount except that --

(1) In such a special omnibus account, no securities shall 
have loan value and no short sales of securities shall be car­
ried, except securities and short sales as to which the member 
shall have accepted in good faith a signed statement of the cus­
tomer that he is in turn ca.rrying such securities and such short 
sales for the E,ccount of his customers· other than his partners; 

(2) The maximum loan value of a rogistered security (other 
than an exempted security) having loan value in such a special 
omnibus account shall be such special n~-cximum loan value, and the 
amount to be included in the adjusted debit bvlance of such an 
account as the mnrgin required for short sales shall be such spe­
cial mnount, as the Board shall prescribe from time to time for 
speci&l omnibus accounts in the supplerwnt to this regulation; and 

(3) If the naxlnru1:1 loan vDlue of the securities in the eccount 
shall have equalled or exceeded the adjusted debit balance of the 
account after all thP. transactions in the account on any day within 
the pe·riod specified in section 3(b), the liquidating or covPring 
trans&ctions required by section 5(e) need not be effected. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



9 309 
(c) ~&1 cash accoun~. - In a :::;pecial cr~sh account, a creditor may 

effect for or with any customer bona fide cash transr.1ctions in securities 
in which the creditor mtty --

(1) purch~~se any security for, or sell any security to, 
any customer, provided ·funds sufficient for the purpose are 
already held in the account or tho nurchasc: or sale is in re­
liance upon an cgreement accepted by the creditor in good faith 
that the customer wi 11 promptly make full CD.sh payment for such 
security; or 

(2) sell o.ny sccuri ty for, ur purchnse any sr:,curi ty from, 
any customAr, provided the security is held in the account or 
the purchase or sale is in reliance upon an agreement accepted 
by the creditor in good faith thRt the security is to be nromptly 
deposited in the account. 

Except as otherwise provided in this section 4(c), in case a cus­
tomer does not make full cash payment for a security nurchased by him in the 
account, or does not (h:posi t in the [:ccount a SPcuri ty sold by him in the 
account, within seven days aftnr the date on whj_ch the sccuri ty wt.,s purchased 
or sold, the crcdi tor shall promptl::,· ctmcel, cover, or oth~;rwise liquidate, 
the transu.ction or the unsettled portion thereof. 

If the security was purchased for the customer subject to a cus­
tomary "seller's option" ns to tho time of dnlivery, or if the security was 
purchased for, or sold to, the customer and the croditor 11 feiled to receive" 
the security at the usual time of deli very, the period referre<l to in the nre­
ceding paragraph shall be five day::; from tho d<JY on which thf' creditor [; cting 
in good faith wa;> able to obtain the security. If thn security wns sold for 
the customer subj oct to a customary 11 seller 1 s option :t tt:J to the> time of de­
livery, such period shall end with the day on whieh the option expires. If 
the security when purchased or sold was an unissued security, such period 
shall be seven db.ys from the dL'Y on which the Stocuri ty wets made availt"ble by 
the issuer for delivery to purchnscrs of the security. 

If any regularly constituted committee of a national securities ex­
change having jurisdiction over the business conduct of its members, of which 
exchange the creditor is a r1ember or through which his tronsDctions are ef­
fBcted, is satisfied that tho ercditor is o.cting in good faith in making 
the application, that tho applieetion relat0s to P. bona fid0 cash trnnsrwtion, 
and that exceptional circumstences warrant such Hetirm, such committe<':, on 
application of the creditor, ;nay (A) extend any ncriud specified in the two 
proceding paragraphs for uno or more limited periods commensurate with the 
circur:Jstances, or (B) in tho cnse of the nurchnse of a rE!gistPrPd or cxel"!pted 
security which has been effected by the customer in the &ccount, authorize 
the tr1msfer of the transection to a general account or spPcial omnibus ac­
count and the completion c;f the tnnsaction pursuGnt to the provisiuns )f 
this regulation relating to such accounts. 

The Jays specified in this section 4(c) are calendD.r days, 'but if 
the last day of any neriod spr:;cified herein is a Saturday, Sunday, ')r h~)li­
dny, such perirJd shall be considered to end on the nAxt full business day. 
For the nurposos ,)f this section 4(c), a creciitor may, nt his option, dis­
rf;gt,rd any sum ciue by the cust:Jmer not excoeding Cso. 
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(d) Special arbitrage et.cconnt. - In a 3peda1 arbi trr:ge nccount, ~J 
member of a national securities exchange may effect nnd finAnce for any 
customer bona fide arbi trag8 transactions in sc~curi ties. For the purposes 
of thin subsection, the term "arbitrage" mo.•ms (1) a purchase or r,~:,le of e. 
security in one market together with an offsPtting snle or purchase of the 
same security in a differr>nt market at as nearly the same time as prt•cti­
cable, for the purpose of takine advantage of a difference in prices in 
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the two markets, or (2) a purchase of a security which is, without restric­
tion other thDn the payment of noney, exchaneBable or convertible within a 
reasonable time into n second security together with Em offsetting snle at 
or !'~bout the same time of such second security, for the purpose of tL.king 
advant~ge of a disparity in the prices of the two securities. 

(e) Special commodity account. -In a sp(~cial commodity account, a 
creditor way effect a11d carry for uny customer trc.nsoctions in commodities. 

(f) Specie.l miscf1llaneous accmmt. - In a special miscellaneous ac­
cotmt, a creditor r:my --

(1) With tho approval of ony regularly constituted committee 
of a national securities exchange having jurisdiction over the 
business conduct of its ;nembers, make and maintain loans to meet 
the emergency needs of any creditor; 

(2) Effect and finance, for nny joint adventurf) in which the 
sole participr.nts vre the creditor and one or more members of a 
nr.tional securities exch&nge who are registered on such exchangf.: 
as odd-lot dealers and acting as such, uny trunsactions in securi-­
ties with respect to which all participants, or all participants 
other thon the creditor, are so registe;rod and so act; 

(3) Effect transactions for and finance any joint adventure 
or group in which the creditor participvtes and in which C!ll par­
ticipants are uen.lers (whether such particip!'mts be acting jointly 
or severally), or r.ny I!lembr-)r th<.Jreof or participant therr-dn, for 
the purpose of facili t[,ting the tmdcrwriting or distributing of 
all or part of an issue of securi ti(~S (A) not through the r.tedium 
of a national securitie:> exchange, or (B) the distribution of 
which has been approved by the approprir1te committee of a nationbl 
sccuri ties E.~xchange; 

(4) Effect for any cusbner the collection or exchange (other 
than by sale ar purchase) of securities deposited by the custJmer 
specifically for such purposes, and (subject to any other applie!l­
ble prov::J.SJ.ons of law) roceivc from •>r for any custDmel:', e.nd pny 
:mt or deli vcr to or for any cust0mc:r, an~~ m:mey or socuri ties; 

(5) Effect and carry f~.lr e.ny customer trr:nsnctions in for­
eign exchange; end 

( 6) Extend and r.taintain credit to or for any custor.mr with­
out collr~terr:tl or on any collateral whatever for any nurpose other 
than purch(•Sing or r.arrying r)r trading in securities. 
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SECTIOU 5. BORF.m'iiNGD BY MEMBERS, BHOK~RS, AND DEf,LEP,S 

(a) General rule. -· It is unlawful for any creditor, d::.reetly 
or indirectly ,to borrow in the ordinary course of business as a 
broker or dealer on any registered se:;urity (other than &n exempted 
security) except 

(l) from or through a member bank of the Federr.l 
Reserve System; or 

(2) from any nonmembf)r bank which shall have filed 
with the Board an agreement which is still in force and 
which is in the form prosc:ribed by this regulation; or 

{3) to the extent to which, under tho provisions 
of this regulation, lonns are permitted betvo•een members 
of a national securities exchange Emd/or brokurs c.nd/or 
det:.lers, or loans e're permitted to meet emergency needs. 

(b) Agreements of nonmember banks. - An agreement filed pur­
suant to secti.on 8(a) of the Act by ~~ bank not a membf"r of the 
Federal Reserve System shnll be substantially in th8 form contained 
in Form F.R. T-2 if th<; bank has its rrincipal plac(; of business 
in a territory or insular possession of the Unitc-;d States, gr if 
it has an office or egency in the United States and its principnl 
place of business outside the United States. The agreement filed 
by any other nonmember benk Ghall be in substanMally the form 
containt>d in Form F .H. '1'-1. Any nonr:wmber be.nk which has ex-­
ecuted any such ngreemont may terminn t:.e the sgrer;mcm t if it 
obtcins the written consent of tho Board. Bla..YJ.k forms of sueh 
agrPements, information rognrding their filing or tf:rmination, 
and information rc:garding the names of nonmember banks for 
which such agrnements are in force, may be obtained from 
any Federal Reserve bank. 

(c) Borrowinr, from other ermli tori?_. - A creditor j:Jay borrow 
from another creditor in th£-; ordinary course of business as a 
broker or dealer on nny registernd security t.o the Pxtent anri 
sub,i ect to the terms upon which th<=J latter may extend credit 
to hira in accordance with thG provisions of this regulP.tion, and 
subject to an;,r other applicnble provisions of lmv. 

31:1 
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SECTION 6. CF.R'£AIN TECHNIC.r~L DE"'AILS 

(a) Accounts of partnnrs. - In ctH3e e gonnral account is the: f..c­
c~.mn"t )f a pc,rtner of the creditor, the creditor, in calculating the 
edj usted debit bDla.nco •>f such account and the J:lHXimum Lnm Vf>lue of 
thf.:1 s~curities thurein, shall disrt:lgt.:rd the partner's finc::.ncial relf:tL.ms 
with the firo as reflected in his cE.pi tal t.nci. ·.)r(!inal;r drawing r:.cc(,unts. 

(b) Contribution ~ ,j •)int ·adventure. - In en sA a general account 
is the account of a joint adventure in which tho creditor pnrticipatAs, 
the Hdjustetl debit bEU.Dnce of the Eccount shall include, 5.n edJi ti ;n 
to the: items specified in ;:;cction 3(d), any runount by whieh thP. crrdi­
tor1 s cantribution to the joint adventure ~xceeds the c•.mtribution 
which he would hnve r.ta<.le if he had contribut<:1cl !'l{:;rely in rroportion 
t:> his right to share ~n the prufit,i)f the joint adventure. 

(c) Guaranteed ucc·>~unts. - In case fl general acc::>unt maintr.inod by 
n crnditor for one cust0Jllor is guaranteed in writing by enothor customer 
f·)r whom the creditor maintnins a general r:.ccount, the adjustec'! debit 
balance of the guaranteed account may, nt thn ~;pti0n of the cr~>di t·Jr, 
be computed by deducting from the sum of the items specified in section 
5(d) an amount not grer:tf~r thf.m the excess of the maximum lrJen value 
of the securities in th~ guar1mtor1 s genert~.l ecc01mt ovt'lr the adjusted 
debit balance of such guarantor's account c&lculated wi th:mt the ~ld­
d1.tion thereto prescribed by the following pnragraph, providNl (1) the 
guarnntor is nut a creditor, (2) a duplicate original of tho guarantee 
ht.s been fileu with t.he secret.t:>ry 0f a national securities exchange ·)f 
which thE:: creditor is a menber or through which his transactions ere 
eff8cted, and ( 3) th(; guarcm tee pe:rJ.'li ts the cret ~i tor to use funds ti.nd 
securities in the guarantor's account to c~rry the guaranteed accrmnt 
without restriction, except that the guarantee may be limited to n 
specified tun.)unt and in that event tht~ deduction shull not exceed 
such amount. 

In cnse a guarant(~e hns servocl to ;)erui t in the gua.rantned 
u.cc . .Junt uny tra.nsactivn which could not otherwise hevo b(;!en eff(·cted 
i:n accordance with thi3 rngulation: (A) the ndjusted debit balnnce of 
the guarant,.)r• s acc.Junt sludl be c:.>mputeJ. by ndcling to the sum uf the 
i terns specifieCi .in section 3{ d) an am(mnt equnl to tho d~rluction m•de 
pursoont to tho nroceding pe.rngroph; (B) thA crr~:li tor shflll not subse­
quently decrnase the araount of such doduction, or the El!.l:;unt of the 
consequen·t addition to thE'! adjustec: debit br1lcmce of tho guarr.nt:-:>r1s 
account, unless the adjusted debit balance ;:>f the guaranteed i:CC·:>unt, 
after such decrease !lnd after all trnnsacti·Jns in such gunrr·nteeu · 
nccvunt on tho date of such d0crense, uoes not exceed the mc.tximum lonn 
value ')f' the SE'curities in such guaranteed nc.:count; and (C) if the 
guarantee is terminatod ,)r tho r:.nnunt there:.)f reduced, the crndi t:.>r 
shall rE~quire thnt, nft£;r all the transActi·:ms (including such termi­
nation or reduction) on the ue.tc of such termination or reduction, the 
alljustPrd d€-bi t bt~lance of the {;,TUaranteed r:.ccount shall not Hxceed the 
mc::dmuo l1)ru1 vrlue Jf the se;curities in the t:.ccount. 

31.2 
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(d) Transfer or accOlmts. - In the event of the transfer of a 
general accmmt from one creditor to another, such ~ccount may be 
treated for the purposes of this regulation as if it had been main­
tained by the transferee from the date of its origin: Provided, That 
the transferee accepts in good faith the signed stotement of the 
transferor tb.nt no cash or securities need be deposited in the ac­
count in connection with a:1y trru1sr.ction th11t has been eff~cted in 
the account or, in case he finds thr:t it is not prc.cticnblc to ob­
tain such a statement from the trt::nsferor, (ICCepts in good faith such· 
a signed st~tement from the customer. 

In the event of the trr.nsfr.:Jr of a genert.il account from 
ono customer to another, such account may be treated by the creditor 
for the purposas of this ragulation ns if' it hnd been maintained *'or 
the transferee from the dli.tn of its origin. 

(e) Reorganizations. -A creditor may, without regard to the 
other provisions or this regulation, eff~ct for a customer the ex­
chunge of any rC!gistered or exempted security in E-. gE'lnerr..l account 
for the purpose of participating in a reorganization or r~capitali­
zation in which tho security is involved: Provided, That if an un­
registered non-exempted security is a.cquired in exchange, the credi­
tor smtll not, for a poriod of sixty days following such acQuisition, 
permit tho wi thlrrtwal of such Sf,curi ty or the proceeds of its sale 
from too customer's account except to tho extent that such security 
or proceeds could be withdrawn if the security were n register~d 
security. 

3:13 

(f) Time of r~ccipt of fUnds ££ securities. - For the nurnoses 
of this regulation, a creditor may, at his option (1) treat the roceipt 
in good faith of any check or drf:ft drawn on a bar»~ wldch in the or­
dinary course of business is pay~ble on present~tion, or any order 
on a savings bank with passbook attached which is so ~ayablc, as 
receipt of payment of the amount of such check, drf'.ft or order; 
(2) treat the shipmont of socurities in goou faith with sight drnft 
attcched as receipt of payment of the runount of such sight draft; 
and (5) in the cr~se of tho recolpt in good ft<.ith of written or tele­
gre.phic notice in connection with t. special omnibus account of a · 
customer not located in the su.r.u~ city tho.t a specified secnri ty or a. 
check or draft has been dispatched to th'1 crf'>ditor, treat th£> re- · 
ceipt of such notice as rocAipt of such security, cheok or drnft: 
Provided, however, That if the crflui tor r(•coivHs notice tho.t su.ch 
check, draft, order, or sight Jrc,ft describ(~d in cls.use (1), (2) 
or ( 5) is not paid on the duy of present·!ti•)n, or if such security, 
check or draft described in cl&uso (5) iG not rc·ceived by the cretii­
tor within a re~~soneble tirJe, the credi t-..)r shall ?romptly takP such 
r.ction as he would hHvo been roquir0.d t'> tr.ko by the f.l.pl')roprietn pro­
visLms of this regulation i!' the provisions of this subsectirm hncl 
not beun utilized. 
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(g) Interest, service charges, etc. -Interest on credit main­
tained in a general account, communication charges with respect to 
transactions in, the account, shipping charges, premi urns on securities 
borrowed in connection with short sales or to effect delivery, divi­
dends or other distributions due on borrowed sec:t.rri ties, and any ser­
vice charges (other than commissions) w;1icl1 the creditor may impose, 
may be debited to the accom1t in accordance with the usual practice 
and without regard to the other provisions of this regulation, but 
such items so debited shall be taken into consideration in calcu­
lating the net credit or net debit balance of the account. 

A creditor may, without regard to the other provisions of 
this regulation, pay to or for a customer from a general account in­
terest or caru1 dividends collected by the creditor for such accow1t, 
if such payment is made within 35 days after the day on which, in 
accordance with the creditor's usual practice, such interest or divi­
dends are credited to the account, and if the crediting thereof has 
not served in the meantime to permit in the account any purchase of 
securities or other transactions which could not otho~vise have been 
effected in accordance with this regulation. 

(h) :Borrowing and ;tending securities. -Without regard to the 
other provisions of this regulation, a creditor (1) may make a bona 
fide deposit of cash in order to borrow securities (whether regis­
tered or unregistered) for the purpose of making delivery, of such. se­
curities in the case of short sales, failure to receive securities 
he is required to deliver, or other similar cases, and (2) may lend 
securities for such purpose against such a deposit. 

( i) Credit for clearance of securities. - The extension or main­
tenance of any credit which is maintained for only a fraction of a day 
(that is, for only part of tho time between the beginning of business 
and midnight on the same day) shall be disregarded for the purpose 
of this regulation, if it is incidental to the clearance of transac­
tions in securities directly between members or through an agency or­
ganized or employffld by the members of a national securities exc~ango 
for the purpose of effecting such clearance. 

(j) ~~ currency. -If foreign currency is capable of being 
converted without restriction into United States currency, a creditor 
acting in good faith mey treat any such foreign currency in an account 
as a credit to the account in~~ amount determined in accordance with 
customary practice. 

(k) Innocent mistakes. - If any failure to comply with this ree,'U.­
lation results from a mistake made in good faith in executing a trans­
action, recording, determining, or calculating any loan, balcmce, mar­
ket price or loar1 value, or other similar matter, the creditor shall 
not be deeraed guilty of a violation of this regulation if promptly 
after t:w discovery of the mistake he tr.:.lkes whatever action may be 
practicable in the circumstances to remedy the mistake. 

314 
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SECTION 7. MISCELLANEOUS PROVISIONS 

(a) Arranging for loans _Ei others. - A creditor may arrange for the 
extension or maintenance of credit to or for any customer of such credi­
tor by any person upon the same terms and conditions as those upon which 
the creditor, under the provisions of this regulation, may himself extend 
or maintain such credit to such customer, but only upon such terms and 
conditions, except that this limitation shall not apply with respect to 
the arranging by a creditor for a bank subject to Regulation U to extend 
or maintain credit on registered securities or exempted securities. 

(b) Maintenance of credit. -Except as otherwise specifically forbid­
den by this regulation, any credit initially extended without violation 
of this regulation may b~ maintained regardless of (1) reductions in the 
customer's equity resulting from changes in market prices, (2) the fact 
that any security in an account ceases to be registered or exempted, and 
(3) any change in the maximtun loan values or margin requirements pre­
scribed by tl1e Board under this regulation. In maintaining any such 
credit, the creditor may accept or retain for his own protection addi­
tional collateral of any description, including unregistered securities. 

(c) Declaration ~ 1Q purpose of loan. -Every extension of credit on 
a registered security (other than an exempted security) shall be deemed 
to be for the purpose of purchasing or carrying or trading in securities, 
unless the customer shall file with the creditor a written declaration 
signed by the customer which shall state the use to be made of such 
credit and which shall state specifically that such credit is neither 
for the purpose of purcl.asing or carrying or trading in securities nor 
for the purpose of evading or circumventing the provisions of this regu­
lation. In connection with any extension of credit, a creditor may rely 
upon such a written declaration unless he knows the statement to be false 
or has information which would put a prudent man upon inquiry and if in­
vestigated with reasonable diligence would lead to the discovery of the 
falsi t;r of the statement. · 

(d) Reports. -Every creditor shall make such reports as the Board 
may require to enable the Board to perform the functions conferred upon 
it by the Act. 

(e) .Additional requirements _Ei exchanges and creditors. -Nothing in 
this regulation shall (1) prevent any exclwnge from adopting and enforc­
ing any rule or regulation further restricting the time or manner in 
which its members must obtain initial or additional margin in customers' 
acco~<ts because of transactions effected in such accoTh<ts, or requir­
ing such members to secure or maintain higher margins, or further re­
stricting the amount of credit which may be extended or maintained by 
then, or (2) modify or restrict t:1e right of r:my creditor to require ad­
ditional security for the maintenance of any credit, to refuse to extend 
credit, or to sell any securities or property held as collateral for any 
loan or credit extended by him. 
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§UPPLEMENT TO REGULltTION 1. 

ISSUED BY T!ffi BOARD OF GOVER~ORS OF THE FEDER11L RESERVE SYSTEM 

Effective JDnuary 1, 1938. 

Maximum loan value for general accounts. - The maximum loan 

value of a registered security (other than an exempted security) 

in a general account, subject to section 3 of Regulation T, shall 

be 60 percent of its current market value. 

316 

~aximum loan value for special omnibus accounts. - The maximum 

loan value of a regis t13red security (other than an exempted security) 

in a special omnibus account, subject to section 4 of Regulation T, 

shall be 75 pnrcent of its current market vnlue. 

Margin required for short sales. - The r·;mount to be included in 

the adjusted debit balance of a general account pursuant to section 

3(d)(3) of Regulation T, as mnrgin required for short sales of securi­

ties (other than exempted securities) shall be 50 percent of the cur­

rent m&rket value of each such security, and in the case of n special 

omnibus account with ~mother r.1ember, broker or dealer, such amount 

shall be 35 percent of sueh current market vDlue. 
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Amendment No. 11 of Regp.lation T - Effective December 6, 1937 

BE IT RESOLVED, That, effective December 6, 1937, Regulation T, as 

amended, is further amended by adding at the end thereof after section 12 

a new section reading as follows: 

SECTION 13. SPECIAL COMMODITY ACCOUNT 

Notwithstanding any other provision of this regulation: 

(a) In a special commodity account recorded separately, a creditor may 

effect and carry for ru1y customer transactions in commodities, and such a 

special account when so recorded shall be exclwled from all calculations 
• 

involving any combined account or any other special account; and 

(b) On or before December 31, 1937, the creditor shall transfer to the 

special commodity account of a customer from the combined account and from 

any other special account of such customer (1) all open trades or contracts 

in commodities carried in such combined acco,mt or such other special ac-

count, together with (2) funds in an amou..>1t equal to the amount of margin 

customarily required by the creditor on all such open trades or contracts 

so transferred plus any net loss on such open trades or contracts OR minus 

any net profit (not exceeding such margin) on such open trades or con-

t:r:-acts. 

A special commodity account established pursuant to this section shall 

not be used in any way for the purpose of evading or circumventing any of 

the provisions of this regulation. If a customer has with a creditor both 

a combined account and such a special commodity account, the creditor shall 

treat the special commodity account as if the customer had with the creditor 

no combined account. 
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