
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

DALLAS, TEXAS 7 5 2 2 2

C i r c u l a r  Wo. 7 3 -1 5 2
J u n e  2 1 ,  1973

TO THE CHIEF EXECUTIVE OFFICER 
OF THE MEMBER BANK ADDRESSED:

On May l6, 1973? the Board announced several changes in 
Regulations D, M, and Q, and one proposed change in Regulation D.
As the attached press release, dated June 18, 1973j points out, the 
Board amended its Regulation D adopting the proposed change to make 
funds obtained by a member bank through its use of finance bills (in
eligible acceptances) subject to reserve requirements effective 
July 12, 1973.

The attached press release is self-explanatory. Circular 
No. 73-150 which is being mailed today includes a copy of this latest 
amendment. In order to implement the reporting of funds raised by mem
ber banks through the sale of finance bills, it will be necessary to 
revise form FR̂ l̂ -a ("Member Bank Special Reservable Liabilities Report") 
to include information on the outstanding amount of such obligations. 
Copies of the revised form will be forwarded to you shortly. It will be 
necessary to file the revised FRUll+a in any reserve computation week 
(starting with the reserve computation period beginning June 28) in 
which such finance bills (ineligible acceptances) were outstanding at 
your bank, even if the total covered obligations are less than $10 
million.

For your information, the effect of this latest amendment on 
both the regular reserve requirement and the base for marginal re
serve requirement is illustrated in detail in the summary of the May l6 
actions of the Board of Governors of the Federal Reserve System (item 
C.(b) on page 2 of that summary) which was enclosed with Circular No. 
73-12^ on May 21, 1973-

If you have any questions on any facet of the Board's latest 
action, please call the accounting officer of this Bank or appropriate 
branch.

On behalf of the Federal Reserve System, please accept my 
appreciation for your continued cooperation.

P. E. Coldwell

Y o u rs  v e r y  t r u l y ,

President

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)
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F o r  im m ed ia te  r e l e a s e  J u n e  18 , 1973

The Board o f  G o v ern o rs  o f  th e  F e d e r a l  R e se rv e  System  announced 

to d a y  t h a t  r e s e r v e  r e q u i r e m e n ts  w i l l  be a p p l i e d  t o  fu n d s  r a i s e d  by member 

banks th ro u g h  th e  s a l e  o f  f i n a n c e  b i l l s .  T here  i s  p r e s e n t l y  no r e s e r v e  

r e q u i r e m e n t  on t h i s  ty p e  o f  i n s t r u m e n t ,  w hich  i s  som etim es c a l l e d  a w ork ing  

c a p i t a l  a c c e p ta n c e  o r  an " i n e l i g i b l e 1 a c c e p t a n c e .

By i t  s a c t i o n  to d a y  th e  Board amended i t s  R e g u la t i o n  D g o v e rn in g  

th e  r e s e r v e s  o f  member banks  t o  a p p ly  a b a s i c  5 p e r  c e n t  r e s e r v e  r e q u i r e m e n t  

on a l l  o u t s t a n d i n g  f i n a n c e  b i l l s .  An a d d i t i o n a l  3 p e r  c e n t  r e s e r v e  r e q u i r e 

ment w i l l  a p p ly  t o  th e  t o t a l  o f  fu n d s  r a i s e d  th ro u g h  f in a n c e  b i l l s ,  l a r g e  

($ 1 0 0 ,0 0 0  and o v e r )  c e r t i f i c a t e s  o f  d e p o s i t  ( o r  o t h e r  s i n g l e  m a t u r i t y  

t im e  d e p o s i t s  o f  l i k e  s i z e )  and com m erc ia l  p a p e r  i s s u e d  by an a f f i l i a t e  

o f  a ban k , t o  th e  e x t e n t  th e  t o t a l  e x c e e d s  th e  l e v e l  o u t s t a n d i n g  d u r in g  

th e  week ended May 16 o r  $10 m i l l i o n ,  w h ic h e v e r  i s  l a r g e r .

Under t h e  amendment, member banks  w i l l  be r e q u i r e d  t o  i n c l u d e  

f i n a n c e  b i l l s  i n  t h e i r  r e s e r v e  c a l c u l a t i o n s  f o r  t h e  week b e g in n in g  J u n e  28. 

Member banks  w i l l  be r e q u i r e d  t o  h o ld  t h e  r e s e r v e s  in  t h e  week b e g in n in g  

J u l y  12.

The amendment i s  t h e  same a s  th e  p r o p o s a l  made by th e  Board on 

May 16, as  p a r t  o f  a s e r i e s  o f  a c t i o n s  d e s ig n e d  t o  c u rb  r a p i d  e x p a n s io n  

o f  bank  c r e d i t ,  h e lp  m o d era te  i n f l a t i o n a r y  p r e s s u r e s  and a l s o  a s s u r e  th e  

a v a i l a b i l i t y  o f  c r e d i t  on a r e a s o n a b le  s c a l e .  The B o a r d 's  a c t i o n s  a t  t h a t  

t im e  i n c lu d e d :  (1 )  i m p o s i t i o n  o f  th e  above m en t io n ed  8 p e r  c e n t  r e s e r v e  

r e q u i r e m e n ts  on l a r g e  c e r t i f i c a t e s  o f  d e p o s i t s  and on o u t s t a n d in g  fu n d s



o b ta in e d  by banks  th ro u g h  i s s u a n c e  by an a f f i l i a t e  o f  o b l i g a t i o n s  s u b j e c t  

t o  th e  e x i s t i n g  r e s e r v e  r e q u i r e m e n t s ,  and (2 )  s u s p e n s io n  o f  t h e  c e i l i n g s  

th e n  a p p l i c a b l e  t o  th e  r a t e  o f  i n t e r e s t  co m m erc ia l  banks may pay on l a r g e  

c e r t i f i c a t e s  o f  d e p o s i t .

At p r e s e n t ,  a b o u t  $ 1 .6  b i l l i o n  i n  f i n a n c e  b i l l s  i s  o u t s t a n d i n g .  

The amendment a d o p te d  by th e  Board to d a y  w i l l  a p p ly  t o  fu n d s  

o b t a in e d  by a bank  f o r  use  i n  i t s  b a n k in g  b u s in e s s  th ro u g h  bank a c c e p 

t a n c e s  t h a t  a r e  n o t  e l i g i b l e  f o r  d i s c o u n t  by a Federal Reserve Bank.

The t r a d i t i o n a l  ty p e  o f  bank a c c e p ta n c e s  t h a t  a p p ly  t o  s p e c i f i c  t r a n s 

a c t i o n s  i n  goods a r e  exempt from  r e s e r v e  r e q u i r e m e n ts  and a r e  e l i g i b l e  

f o r  d i s c o u n t  by a F e d e r a l  R e se rv e  Bank.

A copy o f  th e  B o a r d 's  o r d e r  r e l a t i n g  to  t h i s  m a t t e r  i s  a t t a c h e d .
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TITLE 12— BANKS AND BANKING 

CHAPTER I I — FEDERAL RESERVE SYSTEM 

SUBCHAPTER A— BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

[Reg. D]

PART 204— RESERVES OF MEMBER BANKS 

D e p o s i t  S t a t u s  o f  A c c e p ta n c e  P ro c e e d s

On May 1 6 ,  1973 , t h e  Board o f  G o v e rn o rs  announced  t h a t  i t  was 

c o n s i d e r i n g  a p p ly in g  r e s e r v e  r e q u i r e m e n t s  a g a i n s t  fu n d s  r a i s e d  by member 

banks  th ro u g h  t h e  u s e  o f  a c c e p t a n c e s  o f  t h e  ty p e  n o t  e l i g i b l e  f o r  d i s c o u n t  

by F e d e r a l  R e s e rv e  B anks . (See  38 F e d e r a l  R e g i s t e r  1 3 7 5 0 .)  A f t e r  c o n 

s i d e r a t i o n  o f  a l l  comments r e c e i v e d ,  t h e  Board h a s  d e c i d e d ,  f o r  t h e  r e a s o n s  

i n d i c a t e d  i n  t h a t  e a r l i e r  a n n o u n cem en t,  t o  a d o p t  t h e  p r o p o s a l .

The e f f e c t i v e  d a t e  o f  t h e  r e g u l a t i o n  i s  d e f e r r e d  f o r  l e s s  t h a n  

t h e  3 0 -d ay  p e r i o d  r e f e r r e d  to  i n  s e c t i o n  5 53 (d )  o f  T i t l e  5 ,  U n i te d  S t a t e s  

Code, b e c a u s e  t h e  Board found  t h a t  t h e  g e n e r a l  c r e d i t  s i t u a t i o n  and t h e  

p u b l i c  i n t e r e s t  co m p e l le d  i t  t o  make t h e  a c t i o n  e f f e c t i v e  no l a t e r  t h a n  

t h e  d a t e  a d o p t e d .

E f f e c t i v e  J u l y  1 2 , 1973 , S e c t i o n  2 0 4 .1 ( f )  o f  t h e  B o a r d ’s  Regu

l a t i o n  D (12 CFR P a r t  204) i s  amended t o  r e a d  a s  f o l l o w s :

§ 2 0 4 .1  D e f i n i t i o n s

*  *  *

( f ) D e p o s i t s  a s  i n c l u d i n g  c e r t a i n  p r o m is s o r y  n o t e s  and o t h e r

o b l i g a t i o n s . For t h e  p u r p o s e s 'o f  t h i s  P a r t ,  t h e  t&rm ' ‘d e p o s i t s "  a l s o  i n 

c lu d e s  a  member b a n k ' s  l i a b i l i t y  on any  p r o m is s o r y  n o te *  acknow ledgm ent
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o f  a d v a n c e ,  due  b i l l ,  bank  a c c e p t a n c e  o r  s i m i l a r  o b l i g a t i o n  (w h e th e r  

w r i t t e n  o r  o r a l )  t h a t  i s  i s s u e d  o r  u n d e r t a k e n  by  a  member bank  a s  a  means 

o f  o b t a i n i n g  fu n d s  t o  be  u se d  i n  i t s  b a n k in g  b u s i n e s s ,  e x c e p t  any  su ch  

o b l i g a t i o n  t h a t :

*  *  *

(4 )  * * * ;  o r

(5 )  a r i s e s  from  t h e  c r e a t i o n  o f  a  bank  a c c e p t a n c e  o f  t h e  ty p e  

d e s c r i b e d  i n  s e c t i o n  13 o f  t h e  F e d e r a l  R e s e rv e  A c t  and e l i g i b l e  f o r  d i s 

c o u n t  by t h e  F e d e r a l  R e s e rv e  B anks .

* * *

By o r d e r  o f  t h e  Board o f  G o v e r n o r s 5 J u n e  1 8 ,  1973 .

(S ig n e d )  C h e s t e r  B. F e ld b e r g

Chester B. Feldberg
Assistant Secretary of the Board

[SEAL]




