
379 

Federal Deposit Insurance Corporation § 347.106 

(1) Covered by binding commitments 
from subunderwriters or purchasers; or 

(2) Deducted from the capital of the 
insured state nonmember bank, with at 
least 50 percent of the deduction being 
taken from Tier 1 capital, and the in-
sured state nonmember bank remains 
well capitalized after this deduction. 

(b) Distribution and dealing limits. The 
equity securities of any single entity 
held for distribution or dealing by the 
foreign organizations, taken together 
with equity securities held for distribu-
tion or dealing by any affiliate of the 
insured state nonmember bank under 
the authority of 12 CFR 211.5: 

(1) Must not exceed the lesser of $30 
million or 5 percent of the insured 
state nonmember bank’s Tier 1 capital, 
subject to the following: 

(i) Any equity securities acquired 
pursuant to any underwriting commit-
ment extending up to 90 days after the 
payment date for the underwriting 
may be excluded from this limit; 

(ii) Any equity securities of the enti-
ty held under the authority of § 347.104 
or 12 CFR 211.5(b) for purposes other 
than distribution or dealing must be 
included in this limit; and 

(iii) Up to 75 percent of the position 
in an equity security may be reduced 
by netting long and short positions in 
the same security, or offsetting cash 
positions against derivative instru-
ments referenced to the same security 
so long as the derivatives are part of a 
prudent hedging strategy; and 

(2) Must be included in calculating 
the general consent limits under 
§ 347.108(a)(3) if the insured state non-
member bank relies on the general con-
sent provisions as authority to acquire 
equity interests of the same foreign en-
tity for investment or trading. 

(c) Additional distribution and dealing 
limits. With the exception of equity se-
curities acquired pursuant to any un-
derwriting commitment extending up 
to 90 days after the payment date for 
the underwriting, equity securities of a 
single entity held for distribution or 
dealing by all affiliates of the state 
nonmember bank (this includes shares 
held in connection with an under-
writing or for distribution or dealing 
by an affiliate permitted to do so by 
§ 337.4 of this chapter or section 4(c)(8) 
of the Bank Holding Company Act), 

combined with any equity interests 
held for investment or trading purposes 
by all affiliates of the state non-
member bank, must conform to the 
limits of § 347.104. 

(d) Combined limits. The aggregate of 
the following may not exceed 25 per-
cent of the insured state nonmember 
bank’s Tier 1 capital: 

(1) All equity interests of foreign or-
ganizations held for investment or 
trading under § 347.104(g) or by an affil-
iate of the insured state nonmember 
bank under the corresponding para-
graph of 12 CFR 211.5; 

(2) All underwriting commitments 
under paragraph (a) of this section, 
taken together with all underwriting 
commitments by any affiliate of the 
insured state nonmember bank under 
the authority of 12 CFR 211.5, after ex-
cluding the amount of any under-
writing commitment: 

(i) Covered by binding commitments 
from subunderwriters or purchasers 
under paragraph (a)(1) of this section 
or the comparable provision of 12 CFR 
211.5; or 

(ii) Already deducted from the in-
sured state nonmember bank’s capital 
under paragraph (a)(2) of this section, 
or the appropriate affiliate’s capital 
under the comparable provisions of 12 
CFR 211.5; and 

(3) All equity securities held for dis-
tribution or dealing under paragraph 
(b) of this section, taken together with 
all equity securities held for distribu-
tion or dealing by any affiliate of the 
insured state nonmember bank under 
the authority of 12 CFR 211.5, after re-
ducing by up to 75 percent the position 
in any equity security by netting and 
offset, as permitted by paragraph 
(b)(1)(iii) of this section or the com-
parable provision of 12 CFR 211.5. 

§ 347.106 Restrictions on certain ac-
tivities applicable to foreign organi-
zations held by insured State non-
member banks. 

Futures commission merchant. If an in-
sured state nonmember bank, in reli-
ance on the authority of § 347.104, ac-
quires or retains an equity interest in 
one or more foreign organizations 
which acts as a futures commission 
merchant as authorized by 
§ 347.104(b)(10), the foreign organization 
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3 A list of these countries can be obtained 
from the FDIC’s Internet Web Site at 
www.fdic.gov. 

may not be a member of an exchange 
or clearing association that requires 
members to guarantee or otherwise 
contract to cover losses suffered by 
other members unless the foreign orga-
nization’s liability does not exceed two 
percent of the insured state non-
member bank’s Tier 1 capital, or the 
insured state nonmember bank has ob-
tained the prior approval of the FDIC 
under § 347.108(d). 

§ 347.107 U.S. activities of foreign or-
ganizations held by insured State 
nonmember banks. 

(a) An insured state nonmember bank 
may not directly or indirectly hold the 
equity interests of any foreign organi-
zation pursuant to the authority of 
this section if the organization engages 
in the general business of buying or 
selling goods, wares, merchandise, or 
commodities in the United States. 

(b) An insured state nonmember bank 
may not directly or indirectly hold 
more than 5 percent of the equity in-
terests of any foreign organization pur-
suant to the authority of this subpart 
unless any activities in which the for-
eign organization engages directly or 
indirectly in the United States are in-
cidental to its international or foreign 
business. 

(c) A foreign organization is not en-
gaged in any business or activities in 
the United States for these purposes 
unless it maintains an office in the 
United States other than a representa-
tive office. 

(d) The following activities are inci-
dental to international or foreign busi-
ness: 

(1) Activities that the FRB has deter-
mined in Regulation K (12 CFR 211.4) 
are permissible in the United States for 
an Edge corporation. 

(2) Other activities approved by the 
FDIC. 

§ 347.108 Obtaining FDIC approval to 
invest in foreign organizations. 

(a) General consent. General consent 
of the FDIC is granted for an eligible 
insured state nonmember bank to 
make direct or indirect investments in 
foreign organizations in conformity 
with the limits and requirements of 
this subpart if: 

(1) The insured state nonmember 
bank presently operates at least one 
foreign bank subsidiary or foreign 
branch, an affiliated bank or Edge or 
Agreement corporation operates at 
least one foreign bank subsidiary or 
foreign branch, or the insured state 
nonmember bank’s holding company 
operates at least one foreign bank sub-
sidiary; 

(2) In any case in which the insured 
state nonmember bank and its affili-
ates will hold 20 percent or more of the 
foreign organization’s voting equity in-
terests or control the foreign organiza-
tion, at least one insured state non-
member bank has a foreign bank sub-
sidiary in the relevant foreign coun-
try;3 

(3) The investment is within one of 
the following limits: 

(i) The investment is acquired at net 
asset value from an affiliate; 

(ii) The investment is a reinvestment 
of cash dividends received from the 
same foreign organization during the 
preceding 12 months; or 

(iii) The total investment directly or 
indirectly in a single foreign organiza-
tion in any transaction or series of 
transactions during a twelve-month pe-
riod does not exceed two percent of the 
insured state nonmember bank’s Tier 1 
capital, and such investments in all 
foreign organizations in the aggregate 
do not exceed: 

(A) 5 percent of the insured state 
nonmember bank’s Tier 1 capital dur-
ing a 12-month period; and 

(B) Up to an additional five percent 
of the insured state nonmember bank’s 
Tier 1 capital if the investments are ac-
quired for trading purposes; and 

(4) Within 30 days, the insured state 
nonmember bank provides the FDIC 
written notice of the investment, un-
less the investment was acquired for 
trading purposes, in which case no no-
tice is required. 

(b) Expedited processing. An invest-
ment that does not qualify for general 
consent but is otherwise in conformity 
with the limits and requirements of 
this subpart may be made 45 days after 
an eligible insured state nonmember 
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