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contracts or commodity options, or ex-
tend the credit of any other futures
customer or other person.

[77 FR 66321, Nov. 2, 2012]

§1.24 Segregated exclusions

therefrom.

Money held in a segregated account
by a futures commission merchant
shall not include:

(a) Money invested in obligations or
stocks of any derivatives clearing orga-
nization or in memberships in or obli-
gations of any contract market; or

(b) Money held by any derivatives
clearing organization which it may use
for any purpose other than to purchase,
margin, guarantee, secure, transfer, ad-
just, or settle the contracts, trades, or
commodity options of the futures cus-
tomers of such futures commission
merchant.

[77 FR 66322, Nov. 2, 2012]

funds;

§1.25 Investment of customer funds.

(a) Permitted investments. (1) Subject
to the terms and conditions set forth in
this section, a futures commission mer-
chant or a derivatives clearing organi-
zation may invest customer money in
the following instruments (permitted
investments):

(i) Obligations of the United States
and obligations fully guaranteed as to
principal and interest by the United
States (U.S. government securities);

(ii) General obligations of any State
or of any political subdivision thereof
(municipal securities);

(iii) Obligations of any United States
government corporation or enterprise
sponsored by the United States govern-
ment (U.S. agency obligations);

(iv) Certificates of deposit issued by a
bank (certificates of deposit) as defined
in section 3(a)(6) of the Securities Ex-
change Act of 1934, or a domestic
branch of a foreign bank that carries
deposits insured by the Federal Deposit
Insurance Corporation;

(v) Commercial paper fully guaran-
teed as to principal and interest by the
United States under the Temporary Li-
quidity Guarantee Program as admin-
istered by the Federal Deposit Insur-
ance Corporation (commercial paper);

(vi) Corporate notes or bonds fully
guaranteed as to principal and interest
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by the United States under the Tem-
porary Liquidity Guarantee Program
as administered by the Federal Deposit
Insurance Corporation (corporate notes
or bonds); and

(vii) Interests in money market mu-
tual funds.

(2)(i) In addition, a futures commis-
sion merchant or derivatives clearing
organization may buy and sell the per-
mitted investments listed in para-
graphs (a)(1)(i) through (vii) of this sec-
tion pursuant to agreements for resale
or repurchase of the instruments, in
accordance with the provisions of para-
graph (d) of this section.

(ii) A futures commission merchant
or a derivatives clearing organization
may sell securities deposited by cus-
tomers as margin pursuant to agree-
ments to repurchase subject to the fol-
lowing:

(A) Securities subject to such repur-
chase agreements must be ‘‘highly liqg-
uid” as defined in paragraph (b)(1) of
this section.

(B) Securities subject to such repur-
chase agreements must not be ‘‘spe-
cifically identifiable property’ as de-
fined in §190.01(kk) of this chapter.

(C) The terms and conditions of such
an agreement to repurchase must be in
accordance with the provisions of para-
graph (d) of this section.

(D) Upon the default by a
counterparty to a repurchase agree-
ment, the futures commission mer-
chant or derivatives clearing organiza-
tion shall act promptly to ensure that
the default does not result in any di-
rect or indirect cost or expense to the
customer.

(3) Obligations issued by the Federal
National Mortgage Association or the
Federal Home Loan Mortgage Associa-
tion are permitted while these entities
operate under the conservatorship or
receivership of the Federal Housing Fi-
nance Authority with capital support
from the United States.

(b) General terms and conditions. A fu-
tures commission merchant or a de-
rivatives clearing organization is re-
quired to manage the permitted invest-
ments consistent with the objectives of
preserving principal and maintaining
liquidity and according to the fol-
lowing specific requirements:
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