Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



REFILATIONS RE INTEREST O DEprOSITS.

Acting pursuant to the specifiec requirements of section 19 of the
Federal Reserve hct, as amended by section 11(b) of the Benking Act of 1933,
the Federal Reserve Board on August 23, 19353, issued its Regulation 4, regerding
the payment of interest on depositse This regulation related only to member
banks of the rfederel Reserve Systems

On Januery 1, 1934, the ¥ D 1 C issued a regulation known as
Regulstion 2, purporting to forbid sny banking institution "whose deposits
are in any manuer or to any extent insured by the F D I C" to pay interest
on any deposit, whether insured or not, at a rate in excess of 3 vercent per
annume

On Janmuary 17, 1334, the corporation issucd & regulation known ss
Regulation C, purporting to forbid the payment of any interest on deposits
payable on demand, with certain exceptionss This regulation alsc purported
to apply to all "barking institutions whose deposits are, or become, insured
by this corporation".

At that time the Board of Directors of the F U I C consistsd of the
following personsi

Hon. Walter J, Cumnings, Chairman.

Hdone s G. Bennett

Eon. J. ¥+ T. 2'Connor, Comptroller of the Currency,
iire Crowley did not become Cheirman of the corporation until sometime in
February, 1934,

The regulations of the F D I C were issued without consultetion with
the Fedcrsl Reserve Board and conflicted in some respects with the Board!s
reguletions, since they purporied to apnly to menber banks as well as to
insured normember bankse This csused some confusion and informal efforts were

made without success by members of the Board's staff to induce the staff of
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the F U I C to harmonize their regulstions with the Board's regulations.

The Federal Heserve Board has rever cleaimed or attempted to exercise
any power over the rates of interest which may be paid by nonmember banks;
but, in order to svoeid confusion on this subject and in order to evoid placing
member banks at & competitive disedvantage, the Zoard recommended to Congress
thet section 19 of the Federal Reserve Acl be smended so as to require all
insured rnonmmember banks to conform to the regulations regarding veyirent of
interest on deposits prescribed by the Federsl Reserve Board for merber banks
pursuant to the provisions of section 132 of the federsl Keserve Act as emended
by section 11(b) of the Banking Act of 1933. *uch sn amendment wes incorporated
in the Omnibus Benking Bill which failed of passace in the closing deys of the
73d Congresse

When the Federsl Reserve Board recently amended its regulations on
this subject 30 as to reduce the maximum rate of interest which may be paild
on time and savings deposits from 3 percent to 2%-percent, the existence of a
regulation by the F D I C on this subject was an sccomplished fact; and the
Board deemed it wise to seek the cooperation of the ¥ D I C in order that the
rates prescribed for insured nonmember banks might be the seme ss those prew
scribed for member bankse 3y mutual understanding, the sction taken by both
Boards was snmounced simultaneously by the Governor of the Federal Reserve

Board, in order that there might not be two announcements on the same subject,
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