VOLUME AND DISTRIBUTION OF EXCESS RESERVES

Excess reserves now smount to about $2,100,000,000, end are
not likely to exceed $2,200,000,000 within the next few weeks, The
following table shows the distribution of reserves by classes of
venks and the effect of un increass of 33 1/3 percent in recerve

requlrements upon excess reserves for each class of bank.

DISTRIBUTICH OF MEUBER RANE RESERVES
January 20, 1937
{Amounts in millions of dollars}

33 1/3 per-

ReservesiRequirsdi Ezcess| cent in- Remaining Pe:';ont
oreecse in excess
requirezents required

Cantral reserve city banks:
ﬂ“ ra*ﬁﬁtt [E X XE L] 2’703 1, 911 ?92 657 155 6‘1
Chicag0.esssnnasan 599 424 '155 141 34 6.0
Reserve city bepks... *2,155 $},522 %833 507 128 6.3
co‘mtry bankﬂ. PAPS RSN ‘l, 298 *?68 ’53@ 255 275 26'5
A1l member benks..... H955  *¥4,625 *2,130 1,541 590 9.6

* Estimzted figures.

Distribution by individuel benks

The survey, recently completed by the Division of Bank Operations, of
the reserve position of individusl member bauks on Japusry 13 indicates that

there was a substantisl number of banks, 2,400 out of 6,400, wnich 4id not
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have reserves sufficient to meet an increase of 33 1/3 percent in require-
ments, The amount by which the reserves of these £,400 banks ‘Peil short

of the regquisite volume was $376,000,000. A1) but 197 of these, howsever,
eould maet the itncrease by drawing upon nod more tham half of tbseir delences
with correspondents. These 197 banks would still heve lacked $123,000,000
of haviag sufficient Teserves. ‘The rollew_ing teble shows the number of

benks of each claas that would have hed insufficient reserves to meet the-

increzse,
Number of banks
With shoriesge
Classes of benks ¥ith after using 1/2
Total insufficient of bunkers®
reserves halances

Cantral reserve clty denks
New York City 5 17 12
Chicago i3 8 1
Reserve city vanks 334 173 16
Country benka 5,983 2,287 168
Total 64367 2,435 197
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The following tsble sumarizes the smount of the ahortsge by

classes of banka, with and without using their excess hankers® balances.

Additional ressrves required 16 mee$
33 1/5% incresse in reguirsments

Classes of banks Obteinable from | Required efter
' Total bankers* use of 1/2 of
balances bankera*balances

' (In millions of dollars)
Central reserve city banks

Hew York City 118 18 100
Chicago 23 £0 9
Re;exve eity benks 159 148 11
Country benks 70 68 2
Totel 376 253 12%

Of the 197 banks thet would have deen short after using hslf of thelr
benkers® balances 188 were country banks, as compersd with 130 that would
heve been deficient on the beels of & similsar 1nquiry in Novenber, but the
saount of the deficlemey for country benks would have baen very small, only
$2,350,000 in both November an® Tenuary. All but 16 reserve city banks would
have been able %0 supply their needs from excess dbankers' balances, and the
shortage et these would have been §11,000,000, a somewhet ameller smount than
in NMovemder. Most of the deficiency would have been in New York City, where
17 banke would heve beem short by $118,000,000, compared with a shortage of
tizz,oco;ooa 8% 22 banks in Hovember. ZFor these bapks no ellowsnce can be

made for the use of balasnces dus from banks pince New York City banks hold
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only small working balances wiith other bsnks end these have not been
incressed in recent yesrs. New York City beaks would lose additionsl ro-
serves through withdrawsls from them of bhalsnoes held for couniry banks
and reserve city banks,

In case of & further incrsase im requirements, member banks outside
of New York City would need to raiass about $260,000,000 of additional re-
serve funds, s compared with a shortage of about $125,000,000 2t the
time o? the increass last swmer. Host of this emount would probably be
obtained, es besfore, by withdrawals from benkers'! balances. Less than
half of these balances are held with New York City banks, and someaf the
withdrawsls wlll bhe sbsorbed by ressrve city benks with zdequate sxcess
reaerves, but & substantial portion of the withdrawsls from reservs city
banka will be met in turn by withdrawsls from New York, As a conseguence
a large part of the asdditional reserve funds obiaihed fyom bankers' balances
will in the end come from New York. %These withdrawsls masy be as much as
$£00,000,000, Outside of New York City, borrowings should be megligible
end selas of szssets wnimportant in smount.

New York City banks would be subjected not only to an increase of one-
third in theiy present reserve rejuirements bdut alse to a further loas of
perhaps $200,000,000 of reserves through the withdrawal of benkers' balances.
Probably half of the withdreswzls would come from the 20 New York City hanks
wiich, after the increace in requirements, would still have excess reserves
of more than $200,000,000. Xxcess reserves of New York City banks wonld

probebly not beo entirely sbsorbed, Individual New York City benks that would
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be ghort of reserves could adiust their position temporarily by pur-

chasing Federal funds from banke thet siill hed sn excess or more permanently
by the sgle of assets to such tenks, In view of the public discussion of
the possibility of en increase in reqgulrements, it is likely that meny of
the benks that would have been deficient in Jaunaery will by Februery heve
teken steps to bunild up their reserves. These sdjusiments would prohably

‘have some effect on money rates.
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