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On June 4, 2009, FINRA filed with the Securities and Exchange Commission 
(“SEC” or “Commission”) SR-FINRA-2009-040, a proposed rule change to adopt 
FINRA Rule 2380 (Leverage Limitation for Retail Forex) to prohibit any member firm 
from permitting a customer to: (1) initiate any forex position with a leverage ratio of 
greater than 1.5 to 1; and (2) withdraw money from an open forex position that would 
cause the leverage ratio for such position to be greater than 1.5 to 1. 
 

On August 27, 2009, FINRA filed Partial Amendment No. 1 to SR-FINRA-2009-
040 and submitted a response to the comments received by the SEC. 
 

On November 12, 2009, FINRA filed Partial Amendment No. 2 to SR-FINRA-
2009-040, which replaced and superseded Partial Amendment No. 1 in its entirety.  
Partial Amendment No. 2 increased the maximum leverage ratio in the proposed rule 
change from 1.5 to 1, to 4 to 1 and made conforming changes to Supplementary Material 
.01.  In addition, FINRA proposed to exempt from the leverage limitation any security as 
defined in Section 3(a)(10) of the Securities Exchange Act of 1934. 

 
Under section 742(c) of the Dodd-Frank Wall Street Reform and Consumer 

Protection Act, certain foreign exchange transactions with persons who are not “eligible 
contract participants” with a registered broker or dealer would have been prohibited as of 
July 16, 2011, in the absence of the Commission adopting a rule to allow such 
transactions under terms and conditions prescribed by the Commission.1  Recently, the 
Commission adopted interim final temporary Rule 15b12-1T to allow a registered broker-
dealer to engage in retail forex business until July 16, 2012, provided that the broker-
dealer complies with the Securities Exchange Act of 1934, the rules and regulation 
thereunder, and the rules of the self-regulatory organization(s) of which the broker-dealer 
is a member, insofar as they are applicable to retail forex transactions.2  FINRA is filing 
this Partial Amendment No. 3 to SR-FINRA-2009-040 to implement the proposed rule 
change as a pilot program.  The proposed rule change would expire on July 16, 2012, the 
same expiration date of the Commission’s interim final temporary rule. 

 
The amendment to the text of the proposed rule change is set forth below.  FINRA 

is including with this Partial Amendment No. 3 an Exhibit 4 that shows the changes from 
the rule text set forth in the original filing and Partial Amendment No. 2. 

 

                                                 
1  See Public Law 111–203, § 742(c), (to be codified at 7 U.S.C. 2(c)). 

2  See Secuities Exchange Act Release No. 64874 (July 13, 2011), 76 FR 41676 
(July 15, 2011) (Retail Foreign Exchange Transactions). 
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EXHIBIT 4 
 
Exhibit 4 shows the changes proposed in this Partial Amendment No. 3, with the 
proposed changes in the original filing and Partial Amendment No. 2 shown as if 
adopted.  New language proposed in this Partial Amendment No. 3 is underlined. 
 

* * * * * 
 
2380.  Leverage Limitation for Retail Forex Pilot Program 
 
 (a)  Leverage Ratio Limitation 
 
 No member shall permit a customer to initiate any forex position with a leverage 

ratio greater than 4 to 1.  In addition, no member shall permit a customer to withdraw 

money from an open forex position that would cause the leverage ratio for such position 

to be greater than 4 to 1. 

 (b)  Exemption 
 
 A security as defined in Section 3(a)(10) of the Securities Exchange Act of 1934 

is exempt from paragraph (a) of this rule.  

 (c)  Definitions 
  
  (1)  The term “forex” means a foreign currency spot, forward, future 

option or any other agreement, contract, or transaction in foreign currency that is: 

(A)  offered or entered into on a leveraged basis, or financed by the 

offeror, the counterparty, or a person acting in concert with the offeror or 

counterparty on a similar basis; 

  (B)  offered to or entered into with persons that are not eligible 

contract participants as defined in Section 1a(12) of the Commodity 

Exchange Act; and 
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  (C)  not executed on or subject to the rules of a contract market 

registered pursuant to Section 5 of the Commodity Exchange Act, a 

derivatives transaction execution facility registered pursuant to Section 5a 

of the Commodity Exchange Act, a national securities exchange registered 

pursuant to Section 6(a) of the Securities Exchange Act of 1934, or a 

foreign board of trade. 

(2)  The term “leverage ratio” is the fraction represented by the numerator 

which is the notional value of a forex transaction, and the denominator, which is 

the amount of good faith deposit or account equity required by the customer for a 

forex position. 

(d)  Effective Period of Pilot Program 

This Rule will be in effect for a pilot period expiring on July 16, 2012. 

• • • Supplementary Material: ------------------ 

.01  Leverage Ratio Example.  In order to meet the leverage ratio limitations of 

paragraph (a) of this rule, a customer must deposit at least 1/4 of the notional value of the 

forex contract.  For example, a customer entering into a forex contract representing 

$500,000 of a foreign currency must deposit $125,000 to achieve a leverage ratio of 4 to 

1. 

* * * * * 
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