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(iii) Under the regression method of 
measuring effectiveness, E equals the 
coefficient of determination of a re-
gression in which the change in value 
of one exposure in a hedge pair is the 
dependent variable and the change in 
value of the other exposure in a hedge 
pair is the independent variable. How-
ever, if the estimated regression coeffi-
cient is positive, then E equals zero. 

(3) The effective portion of a hedge 
pair is E multiplied by the greater of 
the adjusted carrying values of the eq-
uity exposures forming a hedge pair. 

(4) The ineffective portion of a hedge 
pair is (1–E) multiplied by the greater 
of the adjusted carrying values of the 
equity exposures forming a hedge pair. 

§ 3.53 Equity exposures to investment 
funds. 

(a) Available approaches. (1) Unless 
the exposure meets the requirements 
for a community development equity 
exposure under § 3.52(b)(3)(i), a national 
bank or Federal savings association 
must determine the risk-weighted 
asset amount of an equity exposure to 
an investment fund under the full look- 
through approach described in para-
graph (b) of this section, the simple 
modified look-through approach de-
scribed in paragraph (c) of this section, 
or the alterative modified look- 
through approach described paragraph 
(d) of this section, provided, however, 
that the minimum risk weight that 
may be assigned to an equity exposure 
under this section is 20 percent. 

(2) The risk-weighted asset amount of 
an equity exposure to an investment 
fund that meets the requirements for a 
community development equity expo-
sure in § 3.52(b)(3)(i) is its adjusted car-
rying value. 

(3) If an equity exposure to an invest-
ment fund is part of a hedge pair and 
the national bank or Federal savings 
association does not use the full look- 
through approach, the national bank or 
Federal savings association must use 
the ineffective portion of the hedge 
pair as determined under 
§ 3.52(c) as the adjusted carrying value 
for the equity exposure to the invest-
ment fund. The risk-weighted asset 
amount of the effective portion of the 
hedge pair is equal to its adjusted car-
rying value. 

(b) Full look-through approach. A na-
tional bank or Federal savings associa-
tion that is able to calculate a risk- 
weighted asset amount for its propor-
tional ownership share of each expo-
sure held by the investment fund (as 
calculated under this subpart as if the 
proportional ownership share of the ad-
justed carrying value of each exposure 
were held directly by the national bank 
or Federal savings association) may set 
the risk-weighted asset amount of the 
national bank’s or Federal savings as-
sociation’s exposure to the fund equal 
to the product of: 

(1) The aggregate risk-weighted asset 
amounts of the exposures held by the 
fund as if they were held directly by 
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the national bank or Federal savings 
association; and 

(2) The national bank’s or Federal 
savings association’s proportional own-
ership share of the fund. 

(c) Simple modified look-through ap-
proach. Under the simple modified 
look-through approach, the risk- 
weighted asset amount for a national 
bank’s or Federal savings association’s 
equity exposure to an investment fund 
equals the adjusted carrying value of 
the equity exposure multiplied by the 
highest risk weight that applies to any 
exposure the fund is permitted to hold 
under the prospectus, partnership 
agreement, or similar agreement that 
defines the fund’s permissible invest-
ments (excluding derivative contracts 
that are used for hedging rather than 
speculative purposes and that do not 
constitute a material portion of the 
fund’s exposures). 

(d) Alternative modified look-through 
approach. Under the alternative modi-
fied look-through approach, a national 
bank or Federal savings association 
may assign the adjusted carrying value 
of an equity exposure to an investment 
fund on a pro rata basis to different 
risk weight categories under this sub-
part based on the investment limits in 
the fund’s prospectus, partnership 
agreement, or similar contract that de-
fines the fund’s permissible invest-
ments. The risk-weighted asset amount 
for the national bank’s or Federal sav-
ings association’s equity exposure to 
the investment fund equals the sum of 
each portion of the adjusted carrying 
value assigned to an exposure type 
multiplied by the applicable risk 
weight under this subpart. If the sum 
of the investment limits for all expo-
sure types within the fund exceeds 100 
percent, the national bank or Federal 
savings association must assume that 
the fund invests to the maximum ex-
tent permitted under its investment 
limits in the exposure type with the 
highest applicable risk weight under 
this subpart and continues to make in-
vestments in order of the exposure type 
with the next highest applicable risk 
weight under this subpart until the 
maximum total investment level is 
reached. If more than one exposure 
type applies to an exposure, the na-
tional bank or Federal savings associa-

tion must use the highest applicable 
risk weight. A national bank or Fed-
eral savings association may exclude 
derivative contracts held by the fund 
that are used for hedging rather than 
for speculative purposes and do not 
constitute a material portion of the 
fund’s exposures. 

§§ 3.54–3.60 [Reserved] 

DISCLOSURES 

§ 3.61 Purpose and scope. 

Sections 3.61–3.63 of this subpart es-
tablish public disclosure requirements 
related to the capital requirements de-
scribed in subpart B of this part for a 
national bank or Federal savings asso-
ciation with total consolidated assets 
of $50 billion or more as reported on 
the national bank’s or Federal savings 
association’s most recent year-end Call 
Report that is not an advanced ap-
proaches national bank or Federal sav-
ings association making public disclo-
sures pursuant to § 3.172. An advanced 
approaches national bank or Federal 
savings association that has not re-
ceived approval from the OCC to exit 
parallel run pursuant to § 3.121(d) is 
subject to the disclosure requirements 
described in §§ 3.62 and 3.63. Such a na-
tional bank or Federal savings associa-
tion must comply with § 3.62 unless it is 
a consolidated subsidiary of a bank 
holding company, savings and loan 
holding company, or depository insti-
tution that is subject to these disclo-
sure requirements or a subsidiary of a 
non-U.S. banking organization that is 
subject to comparable public disclosure 
requirements in its home jurisdiction. 
For purposes of this section, total con-
solidated assets are determined based 
on the average of the national bank’s 
or Federal savings association’s total 
consolidated assets in the four most re-
cent quarters as reported on the Call 
Report; or the average of the national 
bank’s or Federal savings association’s 
total consolidated assets in the most 
recent consecutive quarters as reported 
quarterly on the national bank’s or 
Federal savings association’s Call Re-
port if the national bank or Federal 
savings association has not filed such a 
report for each of the most recent four 
quarters. 

VerDate Sep<11>2014 11:13 Feb 25, 2015 Jkt 235035 PO 00000 Frm 00108 Fmt 8010 Sfmt 8010 Q:\12\12V1.TXT 31


		Superintendent of Documents
	2016-07-06T23:08:10-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




