
CONFIDENTIAL

To: Chairman Eccles

From: Mr, Smead Files Suction

Date: November 1, 1955

Subject: Excess reserves of
member banks.

On October SO excess reserves of member banks amounted to

$5,011,000,000, or about $600,000,000 above the amount reported for June 29,

1955*, and about $580,000,000 more than average daily excess reserves for the

month of September, when they amounted to $2,628,000,000. The average daily ex-

cess reserves during the month of September of central reserve city, reserve

city, and country banks, in each Federal Reserve district, were as follows:

Federal Reserve districts

Boston
New York
Philadelphia
Cleveland

Richmond
Atlanta
Chicago
St. Louis

Minneapolis
Kansas City
Dallas
San Francisco

Total

Central re-
serve city
banks

$1,177,000,000

246,000,000

$1,423,900,000

Reserve
city

banks

1125,000,000
3,000,000
75,000,000

129,000,000

56,000,000
21,000,000
74,000,000
54,000,000

25,000,000
50,000,000
20,000,000

102,000,000

$754,000,000

Country banks

$43,000,000
81,000,000
52,000,000
43,000,000

31,000,000
25,000,000
69,000,000
23,000,000

35,000,000
41,000,000
32,000,000
16,000,000

$471,000,000

Excess reserves of New York and Chicago banks on October 30 were about

$200,000,000 and $90,000,000, respectively, above the September averages. Later

figures for reserve city and for country banks separately are not available, but

the combined average for these two classes of banks for the month of September,

$1,205,000,000, was approximately $100,000,000 less than at present and not much

above the figures for June 29.

•Calculated in accordance v.ith the formula used since the
passage of the Banking Act of 1955.
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The last date for which we have figures of required and excess re-

serves of each member bank is June 29, 1955, the date of the last call report.

On the basis of the June 29 condition reports 129 member banks had deficiencies

in reserves, 768 had excess reserves of 25 per cent or less, 1,144 banks had

excess reserves amounting to between 26 and 50 per cent of required reserves,

and 4,569 had excess reserves amounting to more than 50 per cent of required

reserves. The following is a distribution of the number of central reserve city,

reserve city, and country banks on June 29, 1955, according to the ratio of ex-

cess reserves to required reserves:

t Total ;Central reserve: Re- : :
:number of; city banks :serve: Country :
: member :New : Chi- :city : banks :
: banks tYork : cago :banks:

Total number of member banks 6.410 58 18 529 6^025

129Number with deficient reserves
Number with excess reserves

amounting to the following per-
centages of required reserves:
25 per cent or less 768
26-50 per cent 1,144
51-100 per cent 1,529

101-200 per cent 1,278
Over 200 per cent 1,562

12 110

8
9
7
4
5

2
5
5
6
2

74
72
69
50
52

684
1,060
1,448
1,218
1,505

It will be noted that 17 central reserve city banks, 86 reserve city

banks, and 794 country banks did not have sufficient reserves to meet an increase of

25 per cent in requirements. These figures represent 50 per cent of the total num-

ber of central reserve city banks and 26 per cent of the total number of reserve

city banks, but only 15 per cent of the total number of country banks.

*0n the basis of average figures for the semi-weekly reserve
computation period ended October 25 no member bank in New York
City had a deficiency in reserves, but 14 had excess reserves
amounting to 25 per cent or less of required reserves.
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In case reserre requirements were raised to 125 percent or to 150 percent

of present requirements, there would be a certain number of banks which would

not have sufficient excess reserves to meet the increase without drawing down

their balances with other banks, selling securities, or borrowing from the

Federal Reserve banks. Bae number of banks that would be in that position and

the amount of additional reserves that they would have to secure is indicated

by classes of banks and by Federal Reserve districts in the following tables

If required reserves
were increased 25%

If required reserves
were increased 5016

Number of Additional
banks with reserves
insufficient required
reserves

Humber of ......
banks with Additional
insufficient r e s e ™ s
reserves required

Total - all member banks
\:

Central reserve city bankst
New York O^ty ^
Chicago

Reserve city banks
Country banks

Total for each districts
Boston
New York
Philadelphia
Cleveland *\

Richmond
Atlanta
Chicago
St. Louis

Minneapolis
Kansas City
Dallas
San Francisco

897

15
2

86
794

95
145
157
84

51
45
52
42

54
53
79
60

199.577.000

57,461,000
510,000

45,910,000
15,496,000

5,285,000
46,882,000
6,104,000

11,526,000

2,604,000
2,259,000
5,957,000
1,507,000

755,000
5,254,000
826,000

14,640,000

2.041

24
5

158
1,854

164
288
519
196

130
115
117
102

156
155
189
154

$527,820,000

150,024,000
1,734,000

129,859,000
46,203,000

15,344,000
172,388,000
18,894,000
28,431,000

8,921,000
8,758,000

12,469,000
4,788,000

2,141,000
11,742,000
4,758,000
41,186,000

As indicated in the table, if reserve requirements were increased 25%, 897

banks would have to provide $99,000,000 of additional reserves} and if require-
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ments were increased 50%, 2,041 banks would hare to provide $528,OCX),000 of

additional reserves.

Of the 897 banks which would have to increase their reserves to bring

them up to 125 percent of requirements, all but 45 had balances with corres-

pondent banks sufficient to provide the additional reserves. Likewise, of

the 2,041 banks that would have to increase their reserves to bring them up

to 150 percent of requirements, all but 125 had balances with correspondents

sufficient to meet the increase. The extent to which such balances would be

used for the purpose of meeting an increase in reserve requirements and the

extent to which such an increase would be Met by borrowing or by selling

securities is impossible to tell from available information.

In the event of an increase in reserve requirements, a number of member

banks in New York City would presumably have to either sell securities or bor-

row to meet the greater part of the additional requirements of #37,000,000, if

requirements were increased 25 percent, or $150,000,000 if requirements were

increased 50 percent. In the final analysis it is to be expected that the

banks would liquidate some of their low-yield securities rather than borrow.

Member banks in reserve cities and country banks presumably would draw

on their city correspondents for a large part of the additional reserves that

they would be required to deposit with Federal Reserve banks. If this were

done most of the withdrawals would be made from member banks in the large

financial centers, particularly New York. The total amount which would be

withdrawn from New York, however, even if reserve requirements were increased

50 percent, would not be sufficient to bring about a drain of funds which

New York banks could not easily meet. The amount of funds which might be
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withdrawn from New York to meet an increase of 50 percent in reserve require-

ments is small compared with the huge volume of excess reserves now held by

New York City banks in the aggregate.

Should you desire it at any time we can furnish you with excess reserves

as of any Wednesday for each of the weekly reporting member banks in New York,

Chicago and 99 other leading cities.
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