
Survey of Time and Savings Deposits

In the early postwar years, bankers displayed a 
rather neutral attitude toward time and savings 
deposits, accepting such deposits as were offered but 
not aggressively seeking them. For the past decade, 
however, bankers have been more aggressive in their 
competition. In so far as permitted by the Federal 
Reserve’s Regulation Q, larger banks, at least, have 
tended to keep rates paid on time and savings de
posits competitive with rates paid by other inter
mediaries and with rates available on market instru
ments. In addition, they have ingeniously designed 
many new types of time deposits in order to appeal 
to diverse public preferences and have advertised 
their new wares extensively.

Reflecting this aggressive attitude, time and sav
ings deposits have tended to expand rapidly during 
periods when banks were able, under Regulation Q 
ceilings, to compete effectively with market rates. 
Conversely, outstandings have tended to decline, 
often precipitously, when Regulation Q ceilings 
foreclosed effective competition, as was the case

throughout 1969 and in early 1970. Under the im
pact of strong credit demands and restrictive mone
tary policy, market interest rates rose to extremely 
high levels relative to the Q ceilings, and attrition 
of time and savings deposits became massive.

The ebb and flow of time and savings deposits 
has important implications for monetary policy. 
Since the behavior of such deposits depends on the 
interaction of market interest rates, Regulation Q 
ceilings, and banker competitiveness, the Federal 
Reserve has attempted to learn more about the 
structure and functioning of the market for time 
and savings deposits. To obtain timely information, 
the Federal Reserve System in cooperation with the 
Federal Deposit Insurance Corporation instituted a 
quarterly survey of time and savings deposits which 
provides data on amounts outstanding and rates paid. 
The survey conducted in the fall of each year covers 
all insured commercial banks. Information for the 
other quarters is derived from a sample containing 
all such banks having $20 million or more of time

TABL

PERCENTAGE CHANGES IN TIME 
at 84 Fifth C

October 31, 1  969 tc

Certificates of Deposit

Number 
of Banks

Savings
Deposits Total

Under
$100,000 Negotiable

Total Fifth District 84 - 1 .0 -  2.2 -  1.2 7.0

Deposit Size of Bank:

Less than $100 million 57 - 0 .9 -  0.9 -  0.2 - 1 3 .6
$100 million and over 27 - 1 .0 -  2.4 -  1.5 8.1

By State:

District of Columbia 7 - 5 .1 0.2 -  2.8 20.1
M aryland 22 0.4 3.1 -  0.8 26.2
North Carolina 10 0.4 -  8.0 -  2.9 - 2 6 .0
South Carolina 3 - 1 .1 -  1.6 4.3 none
Virginia 34 - 0 .5 0.2 -  0.5 6.7
W est Virginia 8 - 4 .1 -  4.1 4.7 -  6.2

By SMSA:

Washington 24 - 3 .3 0.3 -  2.8 21.5
Baltimore 12 0.2 -  2.7 -  3.0 6.1
Charlotte 4 - 1 .1 - 1 1 .9 -  8.9 - 2 4 .7
Richmond 10 1.1 -  0.4 -  2.9 17.2
Norfolk 5 1.0 2.5 2.6 5.3
Charleston, West Virginia 3 1.0 - 1 4 .6 - 1 6 .8 0.3
Roanoke 3 - 8 .6 -  3.0 -  1.9 -  6.3

*lncludes Christm as Clubs and similar accounts.

$100,000 c
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and savings deposits of individuals, partnerships, and 
corporations, plus a selected number of smaller 
banks.

The most recent universe survey was conducted 
on October 31, 1969, and the latest sample survey 
on January 31, 1970. Between these dates, on 
January 21, the Board of Governors of the Federal 
Reserve System amended Regulation Q permitting 
banks to raise rates on most classes of time and sav
ings deposits. Because of this regulatory change, 
the recent sample survey is of special interest. This 
article describes the results of the January survey of 
84 Fifth District member banks and makes com
parisons with data from the same 84 banks in 
October.

Continued Attrition Am ounts outstanding of 
savings deposits and most types of time deposits con
tinued to decline between October and January. 
The change in Regulation Q came too late in the 
period to affect outstandings to any appreciable ex
tent, and in any case, the new ceilings remained well 
below market rates. The Board did not want to 
permit banks to raise rates to levels which would

pull large quantities of funds into the banking sys
tem and lead to an upsurge in bank lending.

Table I shows in detail the percentage change in 
savings deposits and the various classes of time 
deposits between October and January at banks in 
the Fifth Federal Reserve District. Declines in sav
ings deposits were quite general throughout the 
District at both large and small banks. Since sav
ings deposits represent about three-fifths of total 
time and savings deposits at Fifth District banks, 
the 1% decline at the sample of 84 banks was quite 
significant. In absolute terms, savings deposits de
clined about $30 million, almost exactly equal to 
the decline in total time and savings deposits. Hence, 
for all banks in the sample, time deposits remained 
roughly unchanged with increases in some categories 
being matched by declines in others.

Interestingly, negotiable CD’s of $100,000 or more 
at Fifth District banks increased 7% even though 
rates on such deposits were below yields on market 
instruments. This contrasts with a 9.2% nationwide 
decline in large CD ’s outstanding. Among time 
deposits open account, only consumer-type deposits 
increased, presumably because of the proliferation

9KM
e i

AND SAVINGS DEPOSITS, IPC 
istrict Banks

January 3 1 , 197 0

:nd over

Time Deposits, Open Account

Other
under

Other
$100,000

Total Time 
and Savings

Nonnegotiable Total Special* Consumer-type $100,000 and over Deposits

- 1 9 .6 7.1 - 1 0 .8 30.6 - 3 5 .0 - 3 0 .6 - 0 .6

-  1.7 13.6 - 2 9 .7 28.5 - 3 1 .6 -  9.6 0.5
- 2 1 .7 5.9 -  9.4 31.3 - 3 5 .5 - 3 6 .3 - 0 .8

- 2 5 .2 3.7 14.5 4.6 - 9 3 .5 - 4 3 .8 - 2 .5
- 1 0 .4 - 1 0 .8 - 2 8 .4 6.5 25.5 - 7 0 .2 - 0 .1
- 1 8 .8 4.4 -  4.2 7.6 4.7 - 1 5 .0 - 2 .2
- 1 6 .5 21.1 -  2.4 none none none 0.6

2.7 15.2 - 1 4 .8 37.9 - 1 7 .5 - 2 1 .3 1.0
- 7 8 .0 23.2 - 3 0 .2 35.3 none none - 0 .8

- 2 3 .4 5.9 9.8 76.5 - 7 3 .4 - 5 1 .4 - 1 .3
- 8 6 .8 - 1 4 .5 - 2 7 .5 none 37.2 none - 1 .1
- 1 1 .9 4.2 2.7 4.7 6.6 - 1 6 .4 - 3 .9
-  3.1 3.9 - 1 6 .9 28.3 -  6.8 6.3 0.8
- 1 9 .5 -  5.2 -  3.6 13.0 - 1 4 .0 - 3 7 .9 1.2
- 7 6 .3 2.7 - 2 3 .8 7.2 none none - 0 .4
- 7 6 .0 85.3 66.0 87.0 none none 1.8
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of such deposit accounts and the fact that they have 
been highly advertised.

In broad outline, the experience of both large and 
small banks was roughly the same. Both experienced 
small declines in savings deposits and CD ’s, and 
both had fairly sizable gains in time deposits open 
account, with the result that total time and savings 
deposits were little changed. Further, for both size 
classes of banks the increase in time deposits open 
account was due entirely to gains in consumer-type 
time deposits which more than offset declines in all 
other categories. Both large and small banks ex
perienced relatively small declines in small denomina
tion CD’s, but there was an apparent difference in 
their experience with respect to large denomination 
CD’s. However, if all large denomination CD’s are 
lumped together ignoring the negotiability feature, 
which frequently is more a technical than substan
tive matter, both classes of banks experienced small 
declines.

The scatter of pluses and minuses indicates some 
regional diversity in the behavior of time and sav
ings deposits, but more striking is the evidence of 
strong trends which transcend regional boundaries. 
For example, the similarity among regions in time 
deposits open account is very arresting. All regions 
experienced significant increases in consumer-type 
time deposits which in most instances outweighed 
declines in other open account deposits. Also, banks 
throughout the Fifth District generally had small 
declines in CD ’s under $100,000 and fairly sharp 
drops in large denomination CD ’s of a nonnegotiable 
nature. The only obvious regional diversity oc
curred in the behavior of large denomination negotia
ble CD’s and of savings deposits.

Rates Paid on Large Denomination CD’s In
the survey, which was conducted as of January 31, 
banks were asked to report the most common rate 
offered on new savings deposits and on time deposits 
of various kinds. The most common rate was de
fined as that rate which generated the largest dollar 
inflow of deposits during the 30 days preceding the 
reporting date, or, if a rate change was made during 
this 30-day period, that rate prevailing on the survey 
date which generated the largest dollar inflow. Since 
the Regulation Q ceilings were raised on most classes 
of time and savings deposits on January 21,1 banks 
at least had an opportunity, and probably strong 
incentive, to change their rates during the last ten 
days of the month.

Table II shows for large denomination CD’s the 
number of banks reporting increases in “ most com
mon rates” since October 31 and also the distribu
tion of banks by most common rate paid. Taken 
at face value, the table implies that banks in general 
did not take aggressive advantage of the oppor
tunity to raise their rates. Considering the high 
yield on market instruments relative to previous Q 
ceilings, the extent and pervasiveness of CD attri
tion, and the continued strength of loan demand, it 
is somewhat surprising that more banks did not re
port higher rates. W e have evidence from a sup
plemental survey that many bankers waited until 
February 1 to raise rates on their savings deposits 
and consumer-type time deposits. Perhaps they 
also waited until February 1 before raising rates on 
other classes of time deposits. Furthermore, because 
of the overlapping of the new and old ceilings, a bank 
could have raised rates to the new ceilings on all 
maturities of large denomination CD ’s and still have 
reported the same most common rate that it reported 
in October. For example, on January 31 the 6.25% 
rate on very short maturities very conceivably could 
have pulled in the most deposits. In such a case, the 
bank would have reported 6.25% as the most com
mon rate, perhaps the same rate it reported on Octo
ber 31. Thus, the table probably understates bank 
response to the new Regulation Q ceilings.

About half of the banks issuing large negotiable 
CD’s reported higher rates, and of these, about half 
reported that the 7.50% rate on CD ’s maturing in

'Regulation Q Ceilings:

Savings

Multiple maturity time deposits 
30-89 days 
90 days to 1 year 

*1 year to 2 years 
*2 years and over

Single maturity time deposits 
Less than $100,000 

30 days to 1 year
1 year to 2 years
2 years and over

$100,000 and over 
30-59 days 
60-89 days 
90-179 days 
180 days to 1 year 
1 year or more

New
Ceilings

per cent 

4.50

4.50 
5.00
5.50 
5.75

Old
Ceilings
per cent 

4.00

4.00
5.00
5.00
5.00

5.00
5.50
5.75

6.25
6.50 
6.75 
7.00
7.50

5.00
5.00
5.00

5.50
5.75
6.00
6.25
6.25

♦These ceilings were raised on March 3, 1970, but made retroactive 
to January 21, 1970.
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one year or more was exerting the greatest pulling 
power. As expected, higher rates were somewhat 
more common among large banks than small banks. 
Interestingly, a larger fraction of banks in Virginia 
and the District of Columbia reported higher rates 
than was the case elsewhere.

Only about 40% of banks issuing nonnegotiable 
CD’s reported higher rates on these instruments, 
despite the fact that most banks throughout the 
Fifth District reported significant declines in out
standings since the October survey. Again, rate 
increases tended to be concentrated somewhat more 
heavily among large banks and banks in Virginia.

Rates Paid on Savings Deposits and Consumer- 
Type Time Deposits as of February 2 In order 
to determine the aggressiveness with which com
mercial banks competed for savings deposits and so- 
called “ consumer-type” time deposits, the Federal 
Reserve conducted a supplementary survey of rates 
paid as of February 2. Table III summarizes the 
results of that survey. The inescapable conclusion 
is that banks generally, and large banks in particular, 
jumped at the opportunity to engage in rate compe
tition for consumer savings. Almost all large banks 
raised rates to the new ceilings, and the vast majority 
of small banks did likewise. In addition, a few banks

TABLE II

MOST COMMON RATES PAID ON TIME AND SAVINGS DEPOSITS, IPC, 
By a Sample of Fifth District Banks, Jan u ary  31, 1970

TIME C D 'S -$ 1 00,000 AND OVER  

Negotiable 

Total Fifth District 

By Deposit Size of Bank:

Less than $100 million 
$100 million and over

By State:

District of Columbia
M aryland
North Carolina
South Carolina
Virginia
W est Virginia

By SMSA:

W ashington
Baltimore
Charlotte
Richmond
Norfolk
Roanoke

Nonnegotiable

Total Fifth District

By Deposit Size of Bank:

Less than $100 million 
$100 million and over

By State:

District of Columbia
M aryland
North Carolina
South Carolina
Virginia
W est Virginia

By SMSA:

W ashington
Baltimore
Charlotte
Richmond
Norfolk
Roanoke

Total Number Number of Banks 
of Banks Having Reporting Rates 
Particular Type Higher than on 

of Deposit 10/31/69

Interest Rate (%)

31

12
19

3
4
5

16
3

43

25
18

6
7
6
2

21
1

15
1
1
6
4
1

15

5
10

2
1
1

10
1

17

2
1
3

10
1

Linder
6.25

12

20

12
8

6.25 6.50 6.75 

(Number of Banks)

8 1 2

13

7.00

1

1

7.50

7
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that were paying rates well below those of other 
banks raised rates, but not to the new ceilings. Thus, 
there occurred a general upward adjustment of rates 
paid for consumer savings.

Conclusion The supplemental survey strongly 
suggests that banks have taken advantage of the lee
way under the new Regulation Q ceilings to com
pete more aggressively for time and savings deposits. 
This fact was obscured somewhat by the January 31

survey, both because of its timing and because the 
questionnaire asked for the most common rate rather 
than the maxium rate being paid.

The increase in rates offered by banks on their 
deposits in conjunction with a general decline in 
other short-term market rates has created a climate 
favorable to the revival of intermediation and a 
turnaround in time and savings deposits outstanding.

Jimmie R. Monhollon 
Jane F. Nelson

TABLE III

INTEREST RATES PAID ON SAVINGS DEPOSITS AND 
ON SINGLE MATURITY TIME DEPOSITS OF LESS THAN $100,000

As of February 2, 1970

SA V IN G S DEPOSITS

Total Fifth District 
By Deposit Size of Bank: 

Less than $100 million 
$100 million and over 

By State:
District of Columbia
M aryland
North Carolina
South Carolina
Virginia
W est Virginia

MATURITY OF 1 YEAR BUT LESS THAN 2

Total Fifth District 
By Deposit Size of Bank:

Less than $100 million 
$100 million and over 

By State:
District of Columbia
M aryland
North Carolina
South Carolina
Virginia
West Virginia

MATURITY OF 2 YEARS OR MORE

Total Fifth District 
By Deposit Size of Bank:

Less than $100 million 
$100 million and over 

By State:
District of Colum bia
M aryland
North Carolina
South Carolina
Virginia
W est Virginia

Total

84

57
27

7 
22 
10

3
34

8

84

57
27

7 
22 
10

3
34

8

84

57
27

7 
22 
10
3

34
8

Paying
4 ’/2%

Maximum

64

41
23

5 
9

10
2

32**
6

Paying
5V2%

Maximum

68

43
25

6
9

10
2

34
6

Paying
5%%

Maximum

59

35
24

5 
8 
8 
2

30
6

Paying
4%

20

16
4

2
13*

Paying 
5% or 

Less

10

Paying
5Vi%

Not
Offering

Instrument

1
Paying 
5% or 

Less

Not
Offering

Instrument

18

15
3

2
10
2
1
2
1

*lncludes one bank indicating maximum would be paid April 1, 1970.

**lncludes one bank paying 414%.
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