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to engage, for example, in activities
specified in § 225.4(a) and also in activities that fall within the scope of section 4(c)(1)(C) of the Act—the ‘‘servicing’’ exemption.
(c) The amendments to § 225.4(a) do
not apply to restrict the activities of a
company previously approved by the
Board on the basis of section 4(c)(8) of
the Act. Activities of a company authorized on the basis of section 4(c)(8)
either before the 1970 Amendments or
pursuant to the amended § 225.4(a) may
be shifted in a corporate reorganization
to another company within the holding
company system without complying
with the procedures of § 225.4(b), as long
as all the activities of such company
are permissible under one of the exemptions in section 4 of the Act.
(d)
Under
the
procedures
in
§ 225.4(a)(c), a holding company that
wishes to change the location at which
it engages in activities authorized pursuant to § 225.4(a) must publish notice
in a newspaper of general circulation in
the community to be served. The Board
does not regard minor changes in location as within the coverage of that requirement. A move from one site to another within a 1-mile radius would constitute such a minor change if the new
site is in the same State.
(e) Data processing. In providing
packaged data processing and transmission services for banking, financial
and economic data for installation on
the premises of the customer, as authorized by § 225.4(a)(8)(ii), a bank holding company should limit its activities
to providing facilities that perform
banking functions, such as check collection, or other similar functions for
customers that are depository or other
similar institutions, such as mortgage
companies. In addition, the Board regards the following as incidental activities necessary to carry on the permissible activities in this area:
(1) Providing excess capacity, not
limited to the processing or transmission of banking, financial or economic data on data processing or
transmission equipment or facilities
used in connection with permissible
data processing and data transmission
activities, where:

(A) Equipment is not purchased solely for the purpose of creating excess capacity;
(B) Hardware is not offered in connection therewith; and
(C) Facilities for the use of the excess
capacity do not include the provision
of any software, other than systems
software (including language), network
communications support, and the operating personnel and documentation
necessary for the maintenance and use
of these facilities.
(2) Providing by-products of permissible data processing and data transmission activities, where not designed,
or appreciably enhanced, for the purpose of marketability.
(3) Furnishing any data processing
service upon request of a customer if
such data processing service is not otherwise reasonably available in the relevant market area; and
In order to eliminate or reduce to an
insignificant degree any possibility of
unfair competition where services, facilities, by-products or excess capacity
are provided by a bank holding company’s nonbank subsidiary or related
entity, the entity providing the services, facilities, by-products and/or excess capacity should have separate
books and financial statements, and
should provide these books and statements to any new or renewal customer
requesting financial data. Consolidated
or other financial statements of the
bank holding company should not be
provided unless specifically requested
by the customer.
(Interprets and applies 12 U.S.C. 1843 (c)(8))
[36 FR 10778, June 3, 1971, as amended at 36
FR 11806, June 19, 1971. Redesignated at 36
FR 21666, Nov. 12, 1971 and amended at 40 FR
13477, Mar. 27, 1975; 47 FR 37372, Aug. 26, 1982;
52 FR 45161, Nov. 25, 1987]

§ 225.124 Foreign bank holding companies.
(a) Effective December 1, 1971, the
Board of Governors has added a new
§ 225.4(g) to Regulation Y implementing
its authority under section 4(c)(9) of
the Bank Holding Company Act. The
Board’s views on some questions that
have arisen in connection with the
meaning of terms used in § 225.4(g) are
set forth in paragraphs (b) through (g)
of this section.
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(b) The term ‘‘activities’’ refers to
nonbanking activities and does not include the banking activities that foreign banks conduct in the United
States through branches or agencies licensed under the banking laws of any
State of the United States or the District of Columbia.
(c) A company (including a bank
holding company) will not be deemed
to be engaged in ‘‘activities’’ in the
United States merely because it exports (or imports) products to (or from)
the United States, or furnishes services
or finances goods or services in the
United States, from locations outside
the United States. A company is engaged in ‘‘activities’’ in the United
States if it owns, leases, maintains, operates, or controls any of the following
types of facilities in the United States:
(1) A factory,
(2) A wholesale distributor or purchasing agency,
(3) A distribution center,
(4) A retail sales or service outlet,
(5) A network of franchised dealers,
(6) A financing agency, or
(7) Similar facility for the manufacture, distribution, purchasing, furnishing, or financing of goods or services locally in the United States.
A company will not be considered to be
engaged in ‘‘activities’’ in the United
States if its products are sold to independent importers, or are distributed
through independent warehouses, that
are not controlled or franchised by it.
(d) In the Board’s opinion, section 4
(a)(1) of the Bank Holding Company
Act applies to ownership or control of
shares of stock as an investment and
does not apply to ownership or control
of shares of stock in the capacity of an
underwriter or dealer in securities. Underwriting or dealing in shares of stock
are nonbanking activities prohibited to
bank holding companies by section
4(a)(2) of the Act, unless otherwise exempted. Under § 225.4(g) of Regulation
Y, foreign bank holding companies are
exempt from the prohibitions of section 4 of the Act with respect to their
activities outside the United States;
thus foreign bank holding companies
may underwrite or deal in shares of
stock (including shares of United
States issuers) to be distributed outside the United States, provided that

shares so acquired are disposed of within a reasonable time.
(e) A foreign bank holding company
does not ‘‘indirectly’’ own voting
shares by reason of the ownership or
control of such voting shares by any
company in which it has a noncontrolling interest. A foreign bank holding
company may, however, ‘‘indirectly’’
control such voting shares if its noncontrolling interest in such company is
accompanied by other arrangements
that, in the Board’s judgment, result in
control of such shares by the bank
holding company. The Board has made
one exception to this general approach.
A foreign bank holding company will
be considered to indirectly own or control voting shares of a bank if that
bank holding company acquires more
than 5 percent of any class of voting
shares of another bank holding company. A bank holding company may
make such an acquisition only with
prior approval of the Board.
(f) A company is ‘‘indirectly’’ engaged in activities in the United States
if any of its subsidiaries (whether or
not incorporated under the laws of this
country) is engaged in such activities.
A company is not ‘‘indirectly’’ engaged
in activities in the United States by
reason of a noncontrolling interest in a
company engaged in such activities.
(g) Under the foregoing rules, a foreign bank holding company may have a
noncontrolling interest in a foreign
company that has a U.S. subsidiary
(but is not engaged in the securities
business in the United States) if more
than half of the foreign company’s consolidated assets and revenues are located and derived outside the United
States. For the purpose of such determination, the assets and revenues of
the United States subsidiary would be
counted among the consolidated assets
and revenues of the foreign company to
the extent required or permitted by
generally accepted accounting principles in the United States. The foreign
bank holding company would not, however, be permitted to ‘‘indirectly’’ control voting shares of the said U.S. subsidiary, as might be the case if there
are other arrangements accompanying
its noncontrolling interest in the foreign parent company that, in the
Board’s judgment, result in control of
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such shares by the bank holding company.
(Interprets and applies 12 U.S.C. 1843 (a) (1),
(2), and (c)(9))
[36 FR 21808, Nov. 16, 1971]
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Investment adviser activities.

(a) Effective February 1, 1972, the
Board of Governors amended § 225.4(a)
of Regulation Y to add ‘‘serving as investment adviser, as defined in section
2(a)(20) of the Investment Company Act
of 1940, to an investment company registered under that Act’’ to the list of
activities it has determined to be so
closely related to banking or managing
or controlling banks as to be a proper
incident thereto. During the course of
the Board’s consideration of this
amendment several questions arose as
to the scope of such activity, particularly in view of certain restrictions imposed by sections 16, 20, 21, and 32 of
the Banking Act of 1933 (12 U.S.C. 24,
377, 378, 78) (sometimes referred to
hereinafter as the ‘‘Glass-Steagall Act
provisions’’) and the U.S. Supreme
Court’s decision in Investment Company Institute v. Camp, 401 U.S. 617
(1971). The Board’s views with respect
to some of these questions are set forth
below.
(b) It is clear from the legislative history of the Bank Holding Company Act
Amendments of 1970 (84 Stat. 1760) that
the Glass-Steagall Act provisions were
not intended to be affected thereby.
Accordingly, the Board regards the
Glass-Steagall Act provisions and the
Board’s prior interpretations thereof as
applicable to a holding company’s activities as an investment adviser. Consistently with the spirit and purpose of
the Glass-Steagall Act, this interpretation applies to all bank holding companies registered under the Bank Holding
Company Act irrespective of whether
they have subsidiaries that are member
banks.
(c) Under § 225.4(a)(5), as amended,
bank holding companies (which term,
as used herein, includes both their
bank and nonbank subsidiaries) may,
in accordance with the provisions of
§ 225.4 (b), act as investment advisers to
various types of investment companies,
such as ‘‘open-end’’ investment companies (commonly referred to as ‘‘mutual

funds’’) and ‘‘closed-end’’ investment
companies. Briefly, a mutual fund is an
investment company which, typically,
is continuously engaged in the issuance
of its shares and stands ready at any
time to redeem the securities as to
which it is the issuer; a closed-end investment company typically does not
issue shares after its initial organization except at infrequent intervals and
does not stand ready to redeem its
shares.
(d) The Board intends that a bank
holding company may exercise all
functions that are permitted to be exercised by an ‘‘investment adviser’’
under the Investment Company Act of
1940, except to the extent limited by
the Glass-Steagall Act provisions, as
described, in part, hereinafter.
(e) The Board recognizes that presently most mutual funds are organized,
sponsored and managed by investment
advisers with which they are affiliated
and that their securities are distributed to the public by such affiliated investment advisers, or subsidiaries or
affiliates thereof. However, the Board
believes that (1) The Glass-Steagall
Act provisions do not permit a bank
holding company to perform all such
functions, and (2) It is not necessary
for a bank holding company to perform
all such functions in order to engage
effectively in the described activity.
(f) In the Board’s opinion, the GlassSteagall Act provisions, as interpreted
by the U.S. Supreme Court, forbid a
bank holding company to sponsor, organize, or control a mutual fund. However, the Board does not believe that
such restrictions apply to closed-end
investment companies as long as such
companies are not primarily or frequently engaged in the issuance, sale,
and distribution of securities. A bank
holding company should not act as investment adviser to an investment
company that has a name similar to
the name of the holding company or
any of its subsidiary banks, unless the
prospectus of the investment company
contains the disclosures required in
paragraph (h) of this section. In no case
should a bank holding company act as
investment adviser to an investment
company that has either the same
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