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Re: Regulatory Modernization and Relief for Mutual Holding Companies;
Docket No. R-1895; RIN 7100-AH26

First comments - re stock purchases - buybacks and all, with good
suggested changes



October 4, 2026

Benjamin McDonough

Secretary

Board of Governors of the Federal Reserve System
20th Street and Constitution Avenue, NW
Washington, DC 20551

Re: Regulatory Modernization and Relief for Mutual Holding Companies;
Docket No. R-1895; RIN 7100-AH26

Dear Mr. Secretary,

I thank you for this opportunity to now see the many positive comments on the Board of Governors of
the Federal Reserve System's proposed amendments to Regulations Q and MM concerning the
regulatory framework for mutual holding companies and mutual banking organizations. A most
impressive effort there in preparing the complicated background and posing those “51 Questions” for
specific comment.

First here are some comments from nearer the end of the questions under
STOCK REPURCHASES, Questions 38 through 42:

Q. 38: Considering potential market volatility and general news changes, there is both prudent
investment opportunity and sometimes needed market liquidity and stability that comes with stock
buybacks. It does seem very appropriate to have the flexibility beginning after 6 months rather than the
existing 1 year. Not to quote or express opinions belonging to others on this Federal Reserve discussion,
(but being an opinion | share), it does seem appropriate to quote a long-standing view often found
expressed through the years on stock buybacks. Conveniently it was recently repeated in a Wall Street
Journal opinion type article on page B10 of my Friday, August 26, 2026 edition. (See attached scan here.)

w%im Here's the Real Problem With Stock Buybacks

1 Warren Buffett is normally
courteous, but he had some choice
‘words for critics of stock buybacks
a few years ago.
! “When you are told that all re-
purchases are harmful to share-
holders or to the country, or par-
ticularly beneficial to CEOs, you
are listening to either an economic
illiterate or a silver-tongued dema-
gogue (characters that are not
‘mutually exclusive),” he wrote.
Note Buffett’s emphasis on the
word “all.” Companies need to re-
turn cash to investors eventually to
be worth owning. For the most
‘part, the differences between doing
that via dividends or buybacks are
‘minor. Buybacks give long-term in-
vestors a larger stake in a smaller
company instead of handing them

cash they may not need and a divi-
dend tax bill they definitely don't.
For management, dividends create
future expectations whereas buy-
backs can be turned on and off.
But buybacks aren’t always a
good idea because sometimes
stocks are expensive. Companies
that grant lots of stock options
can be indifferent because they
want to soak up those cheaply is-
sued shares. Buffett’s Berkshire

Hathaway, which doesn'’t pay divi-

dends, suspended buybacks for
nearly two years, amassing a re-
cord cash hoard. Red-hot chip
maker SK Hynix’s announcement
Wednesday that it would conduct
South Korea's largest-ever buy-
back sent its shares higher. It's a
head-scratcher, though.

Even after a recent shump, the -
stock was up 470% from a year ear-
lier. Management had ample finan-
cial firepower to buy during that
ascent and didn't. Even weirder is

last month in the biggest share sale
ever by a foreign company at an ef-
fective price 50% higher than today.
At least SK Hynix sold high and is
buying lower, U.S, companies often

ers marked what was then a record
for buybacks in the same quarter
the dot-com bubble peaked. The ef-
fective buyback yield—the value of
repurchases as a ratio of the S&P
500’s value—was 1.2%. Three
later, they spent about 40% less, yet

- the yield Was a third higher,

The contrast was even more ex-
treme during the financial crisis.
Buybacks hit a record just as
stocks did in 2007. By the spring
of 2009, when the market was dirt
cheap, buybacks dropped by 85%.

Buybacks

companies of capital unless done
recklessly. The share of profits re-
turned to investors one way or an-
other has been pretty steady over
‘many decades. But paying a divi-
dend, reducing debt or building up
cash for a rainy day can be better
choices sometimes, Executives
can't control the business cycle or
share prices, They're in the best
position to know when they're

frothy and don't always act like it.

~Spencer Jakab

S&P 500 stock buybacks by quarter

‘Source: SSP Dow Jones Indices

In summary, buy-backs that enhance business and shareholder value are prudent and desirable.

Q. 39: The elimination of the legal costs to properly get approval for stock buybacks, whether it is for
the Question 38 “change 1 year to 6 months” proposal, or any subsequent buybacks is important and



desirable. The required SEC/Regulatory stock purchase reporting still would be in place. The
advantages and only disadvantages are well noted in the attached WSJ article.

BUT | would like to address another “problem” - perhaps appropriate to review right here:

Surely the major considerations for either full, or these partial “MHC”, conversions in the first place are
to address issues of significant capital raising, management succession, financial transparency, taking
advantage of efficient economy of scale, and the management and ownership of the accumulated
equity for the longer term.

An MHC conversion has a unique unfairness in stock buybacks. It magnifies three problems:

1. Itbuys in shares hopefully at a price advantageous to its public stockholders, but at prices that
could be below their cost, or at prices that in a second step, shares that will have to be re-sold
at possibly a lower price in a second step offering.

2. Any benefit of enhancing the per share value accrues equally to the unsold shares (i.e. the
depositors, or even the community, that has no invested capital in the stock)

3. Inbuying in those shares, they are bought for the majority ownership MHC! That effectively
means that the public shareholders now own a lower percentage of the MHC - i.e. of the bank!
There are many examples out there that went public selling close to a 50% stake in the bank,
investors putting their capital at risk and for years sometimes with a minimal or no dividend
return, to find in a second step they may now only “own” less than 30% of the bank. It happens.

Perhaps there is a very easy solution and could be possible or included under the new proposed
dividend waiver rules?

If stock dividends can be paid only to the public shareholders, in an amount exactly equal to offset
shares bought back, so as to keep the percentage ownership of the MHC identical to as it was offered in
its MHC original conversion, this would seem most logical and fair.

Perhaps it would need some addressing as to how additional shares are issued via employee options,
incentive plans, and bonuses — but there might be additional transparency that come out of handling
that. (Comparison-wise, in a full conversion, stock buybacks by themselves increase the percent
ownership of holders just sitting on their shares.)

And on to a tax issue currently? | don’t know if the Federal Reserve Board has any input on the current
ideas to be taxing companies that repurchase their shares — at say 1% or whatever. This seems an over-
reach in taxation beyond prudent share management by companies - and a favorable change would be
a positive applicable here in addressing MHC structures?

Again, | thank the Board of Governors of the Federal Reserve System for recognizing the unique value
potential of the mutual holding company structure and for advancing now both thoughtful and
meaningful business and security valuation reforms.

Respectfully.
Ed Fraser

(Unaffiliated Individual.)
(retired member of CFA Society of NY)



