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PART 1—INVESTMENT SECURITIES 

Sec. 
1.1 Authority, purpose, scope, and reserva-

tion of authority. 
1.2 Definitions. 
1.3 Limitations on dealing in, underwriting, 

and purchase and sale of securities. 
1.4 Calculation of limits. 
1.5 Safe and sound banking practices; credit 

information required. 
1.6 Convertible securities. 
1.7 Securities held in satisfaction of debts 

previously contracted; holding period; 
disposal; accounting treatment; non- 
speculative purpose. 

1.8 Nonconforming investments. 

INTERPRETATIONS 

1.100 Indirect general obligations. 
1.110 Taxing powers of a State or political 

subdivision. 
1.120 Prerefunded or escrowed bonds and ob-

ligations secured by Type I securities. 
1.130 Type II securities; guidelines for obli-

gations issued for university and housing 
purposes. 

AUTHORITY: 12 U.S.C. 1 et seq., 24 (Seventh), 
and 93a. 

SOURCE: 61 FR 63982, Dec. 2, 1996, unless 
otherwise noted. 

§ 1.1 Authority, purpose, scope, and 
reservation of authority. 

(a) Authority. This part is issued pur-
suant to 12 U.S.C. 1 et seq., 12 U.S.C. 24 
(Seventh), and 12 U.S.C. 93a. 

(b) Purpose This part prescribes 
standards under which national banks 
may purchase, sell, deal in, underwrite, 
and hold securities, consistent with the 
authority contained in 12 U.S.C. 24 
(Seventh) and safe and sound banking 
practices. 

(c) Scope.The standards set forth in 
this part apply to national banks and 
Federal branches of foreign 
banks.Further, pursuant to 12 U.S.C. 
335, State banks that are members of 
the Federal Reserve System are subject 
to the same limitations and conditions 
that apply to national banks in connec-
tion with purchasing, selling, dealing 
in, and underwriting securities and 
stock. In addition to activities author-
ized under this part, foreign branches 
of national banks are authorized to 
conduct international activities and in-
vest in securities pursuant to 12 CFR 
part 211. 

(d) Reservation of authority. The OCC 
may determine, on a case-by-case 
basis, that a national bank may ac-
quire an investment security other 
than an investment security of a type 
set forth in this part, provided the OCC 
determines that the bank’s investment 
is consistent with 12 U.S.C. section 24 
(Seventh) and with safe and sound 
banking practices. The OCC will con-
sider all relevant factors, including the 
risk characteristics of the particular 
investment in comparison with the 
risk characteristics of investments 
that the OCC has previously author-
ized, and the bank’s ability effectively 
to manage such risks. The OCC may 
impose limits or conditions in connec-
tion with approval of an investment se-
curity under this subsection. Invest-
ment securities that the OCC deter-
mines are permissible in accordance 
with this paragraph constitute eligible 
investments for purposes of 12 U.S.C. 
24. 

[61 FR 63982, Dec. 2, 1996, as amended at 73 
FR 22235, Apr. 24, 2008] 

§ 1.2 Definitions. 
(a) Capital and surplus means: 
(1) A bank’s Tier 1 and Tier 2 capital 

calculated under the OCC’s risk-based 
capital standards set forth in appendix 
A to 12 CFR part 3 (or comparable cap-
ital guidelines of the appropriate Fed-
eral banking agency) as reported in the 
bank’s Consolidated Report of Condi-
tion and Income filed under 12 U.S.C. 
161 (or under 12 U.S.C. 1817 in the case 
of a state member bank); plus 

(2) The balance of a bank’s allowance 
for loan and lease losses not included 
in the bank’s Tier 2 capital, for pur-
poses of the calculation of risk-based 
capital described in paragraph (a)(1) of 
this section, as reported in the bank’s 
Consolidated Report of Condition and 
Income filed under 12 U.S.C. 161 (or 
under 12 U.S.C. 1817 in the case of a 
state member bank). 

(b) General obligation of a State or po-
litical subdivision means: 

(1) An obligation supported by the 
full faith and credit of an obligor pos-
sessing general powers of taxation, in-
cluding property taxation; or 

(2) An obligation payable from a spe-
cial fund or by an obligor not pos-
sessing general powers of taxation, 
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