
f e d e r a l  R e s e r v e  B a n k  o f  D a l l a s
D A L L A S , T E X A S

July 18, 1966

AMENDMENT TO REGULATION Q 
AND REVISED SUPPLEMENT

To All Member Banks in the
Eleventh Federal Reserve District:

The Board of Governors of the Federal Reserve System has amended Regulation Q effective July 20, 1966, to insert a new  paragraph (g) in section 217.1 defining “multiple maturity time deposits” and fixing a maximum rate of 5 per cent per annum, compounded quarterly, in the Supplement applicable to any such deposit which is payable only 90 days or more after the date of deposit or 90 days or more after the last preceding date on which it might have been paid, and a maximum of 4 per cent on such deposits payable at lesser intervals.
The purpose of these amendments is to decrease the rate of interest that member banks are permitted to pay on time deposits with alternative maturities or with provisions for automatic renewal at maturity, defined as “multiple maturity time deposits”. A t the present time member banks are permitted to pay up to 5^4 Per cent per annum on any time deposit, irrespective of maturity. (A time deposit does not include a deposit contract that provides for less than 80 days.) For multiple maturity time deposits received on or after July 20, 1966, with respect to which the depositor is permitted to withdraw his funds only after periods of 90 days or more, the maximum permissible rate is 5 per cent. For those such deposits with respect to which the depositor is permitted to withdraw his funds after periods of less than 90 days, the maximum permissible rate is 4 per cent. Outstanding multiple maturity deposits will not be affected by the lower maximum rates. No change was made in the ceilings respecting time deposits having a single maturity (now set at 5^4 Per cent) or passbook savings accounts (now set at 4 per cen t).

(O V E R )
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Attached is a copy of the Amendment to Regulation Q, which  defines “multiple maturity time deposit”, a copy of the revised  Supplement to the Regulation, effective July 20, 1966, and a copy of the Board’s press statement regarding the actions taken. The Amendment and revised Supplement should be inserted in the ring binder containing the Regulations of the Board of Governors and the Bulletins of this Bank. The Supplement effective December 6, 1965, should be destroyed.

Yours very truly,
Watrous H. Irons

President



July 18, 1966
AMENDMENT TO REGULATION Q AND REVISED SUPPLEMENT

To All Member Banks in the
Eleventh Federal Reserve District:

F e d e r a l  R e s e r v e  B a n k  o f  D a l l a s
D A L L A S , T E X A S

There follows the text of a statement released to the press by the Board of Governors of the Federal Reserve System regarding actions taken to lower the maximum rate of interest that member banks are permitted to pay on time deposits that have multiple maturities.
The Board of Governors of the Federal Reserve System  today lowered the maximum rate that the System ’s member banks may pay henceforth on those time deposits that have multiple maturities.
A t the same time, the Board asked Congress for broader authority —  for itself, the Federal Deposit Insurance Corporation, and the Federal Home Loan Bank Board —  than is now available to govern the rate practices of banks and savings and loan associations.
The purpose of both steps is to help forestall excessive interest rate competition among financial institutions in conditions, such as those now existing, when monetary policy is aimed at curbing the rate of expansion of bank credit.
The action taken under present legislative authority prescribes, effective July 20, 1966, a maximum rate of 5 per cent on new multiple maturity deposits of 90 days or more, and 4 per cent for those of less than 90 days. Outstanding multiple maturity deposits will not be affected by the lower maximum rates.
Previously, member banks were authorized to pay as high as OVi per cent on multiple maturity time deposits.The term “multiple maturity time deposit” is defined in the Board’s Regulation Q as: “any time deposit (1) that is payable at the depositor’s option on more than one date, whether on a specified date or at the expiration of a specified time after the date of deposit (e.g., a deposit payable at the option of the depositor either three months or six  months after the date of deposit), (2) that is payable after written notice of withdrawal, or (3) with respect to which the underlying instrument or contract or any informal understanding or agreement provides for automatic renewal at maturity.”

(O V ER )



No change was made in the ceilings respecting time deposits having a single maturity (now set at 51/2  Per cent) or passbook savings accounts (now set at 4 per cen t).
Prompt consideration of the legislative proposals to broaden the rate regulatory powers of the three supervisory agencies was asked by the Board in letters to the Chairmen of the Senate and House Banking and Currency Committees.
These proposals would empower the three supervisory agencies to prescribe different rate limitations for different classes of accounts, for accounts of different amounts or with different maturities or subject to different conditions regarding withdrawal or repayment, according to the nature or location of the institutions or the account holders or on any other reasonable basis.
In the letters to the Congressional Committee Chairmen, the Reserve Board pointed out that its action today under its present powers would cover only “consumer type” certificates of deposits (“CD’s”) in member banks.
“Separate ceilings are imposed on ‘multiple m aturity’ deposits in an effort to differentiate between money market CD’s and consumer-type deposits,” the Board said. “Obviously, the ‘multiple maturity’ concept is not ideally suited for this purpose, but it is, in our judgment, the best alternative available under existing law. It may be that the only effective means for accomplishing the purposes we seek in the current situation is to differentiate on the basis of amount of deposit, even though, as you know, the Board has reservations about such an approach except as a temporary expedient. Accordingly, we hope that your Comm ittee will give prompt consideration to broadening the existing law as proposed in the enclosed draft.
“At the same time, we doubt the efficacy of attempting to prevent a rate war by limiting rates payable only by banks. The draft legislation therefore includes authority for imposition of rate ceilings by the Federal Home Loan Bank Board. Under the proposal, ceilings for both banks and savings and loan associations would not be mandatory, but could be imposed or placed on a stand-by basis by the appropriate agency, after consultation with the others, in the light of existing conditions.”

Yours very truly,
Watrous H. Irons

President



SUPPLEMENT TO REGULATION Q

SECTION 217.6

Maximum Rates of Interest Payable on Time and Savings 
Deposits by Member Banks

I s s u e d  b y  t h e  B o a r d  o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m  
E f f e c t i v e  J u l y  20, 1966

Pursuant to the provisions of section 19 of the Federal Reserve 
Act and § 217.3, the Board of Governors of the Federal Reserve System 
hereby prescribes the following maximum rates1 of interest payable by 
member banks of the Federal Reserve System on time and savings 
deposits:

(a)  T im e d ep o sits .—  (1) No member bank shall pay interest 
accruing at a rate in excess of per cent per annum, compounded 
quarterly,2 regardless of the basis upon which such interest may be 
computed, on any time deposit, subject, however, to the provisions of 
subparagraphs (2) and (3) of this paragraph.

(2) No member bank shall pay interest accruing at a rate in 
excess of 5 per cent per annum, compounded quarterly,2 regardless of 
the basis upon which such interest may be computed, on any multiple 
m aturity time deposit received on or after July 20, 1966, which is pay
able only 90 days or more after the date of deposit or 90 days or more 
after the last preceding date on which it might have been paid.

(3) No member bank shall pay interest accruing at a rate in 
excess of 4 per cent per annum, compounded quarterly,2 regardless of 
the basis upon which such interest may be computed, on any multiple 
maturity time deposit received on or after July 20, 1966, which is pay
able less than 90 days after the date of deposit or less than 90 days after 
the last preceding date on which it might have been paid.

(b )  Savings deposits. —  No member bank shall pay interest accru
ing at a rate in excess of 4 per cent per annum, compounded quarterly,2 
regardless of the basis upon which such interest may be computed, on 
any savings deposit.

*The m axim um  ra te s  of in te rest payable by  m em ber b anks of the F ederal R eserve System  on tim e and  savings deposits as p rescribed  herein  are n o t applicable to any  deposit which is payable  only a t  an  office of a m em ber b ank  located  outside of the S tates of th e  U nited  S tates and  th e  D is tr ic t of C olum bia.
2T his lim ita tion  is n o t to  be in te rp re ted  as p reven ting  th e  com pounding  of in te res t a t  o ther th an  q uarterly  in tervals, provided th a t  th e  agg rega te  am ount of such in te rest so com pounded 

does n o t exceed th e  agg rega te  am ount of in te res t a t  th e  ra te  above prescribed w hen com pounded quarterly .



PAYMENT OF INTEREST ON DEPOSITS

AM ENDMENT T O  REG ULATION Q

I s s u e d  b y  t h e  B o a rd  o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m

E ffective Ju ly  20, 1966, section 217.1 is am ended by in se rting  a new 
p a rag rap h  (g) as fo llo w s:

S E C T IO N  217.1 — D E F IN IT IO N S
(g ) M ultiple m a tu rity  tim e deposit. — T he  term  “m ultip le  m a tu r

ity  tim e deposit” m eans any  tim e deposit (1) th a t is payable a t the  
dep osito r’s option on m ore th an  one date, w h eth er on a specified date 
o r at th e  expiration  of a specified tim e a fte r th e  date of deposit (e.g., 
a  deposit payable a t th e  option of th e  depositor e ither th ree  m onths or 
six  m onths a fte r the date of deposit), (2) th a t is payable a fte r w ritten  
no tice of w ithdraw al, or (3) w ith  respect to  w hich th e  underly ing  
in s tru m en t or con trac t or any  inform al un derstan d in g  or agreem ent 
provides for au tom atic  renew al a t m atu rity .




