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BOARD OF GOVERNORS OF THE FEDERAL R ESERVE SYSTEM 

WASHINGTON, 0. C. 20551 

The Honorable El izabeth Warren 
United States Senate 
Washin gton, D.C. 205 10 

Dear Senator: 

October 9, 2020 RANDAL I<. QUARLES 
VICE CHAIR FOR SUPERVIS ION 

I have received your lette r of June 19, 2020 , regarding the joint interim final rule issued 
by the federal banking regulators (agenc ies) on May 15, 2020, that allows certain banks to elect 
to excl ude temporarily U.S . Treasury securiti es and depo sits at Federa l Reserve Bank s from the 
supp leme ntary leverage ratio. 

As described in the interim final rule, the temporary exclusion of U.S. Treasury secur ities 
and deposi ts at Federal Reserve Banks from the suppl eme ntar y leverage ratio strengthens the 
ability of banks to continue act ing as fina ncial intermed iaries, support the flow of credit to the 
economy, and continue to accept exceptio nally high leve ls of custom er deposits. The agenc ies 
expect that the increase in leverage expos ure capac ity as a result of the rule wi ll strengthe n 
bank s' ability to fulfill these important functions. The ex clusion will tenn inate on March 31, 
202 1. Furthem 1ore, the limited scope and temporary nature of this relief creates a natural 
limit ation on the extent to which a bank can reduce its capital holdin gs as a result of the rule. 

In additi on, banks that elect to use the exclusion must request regu latory approva l before 
making certain capita l distribution s while the exclus ion is in effect. The agenc ies will consider 
all relevant facto rs when eva luating any such requests , including whether any distribu tion wou ld 
be contrary to safety and soundn ess, and limit ations on distributions in the exist ing rules 
app licabl e to the elect ing depo sitory institution. The restr ictions set forth in this interim final 
rul e are in additi on to, and therefore do not supersede, other exist ing statutory and reg ulatory 
limi tation s on making capi tal distributions. 1 

I hope you find this informat ion usefu l. 

1 For example, for the third quart er of th is year, the Fed era l Reserve Board requir ed large bank holdin g companies 
to preserve capita l by suspend ing share repurchases, capp ing divid end paymen ts, and limiti ng div idends based on 
income. 


