
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 75222

Circular No. 73-268 

October 19? 1973

REGULATION Q 
Interest Rate Ceiling Imposed on 

U-Year Consumer-Type Time Deposits

To All Member Banks and Others Concerned
in the Eleventh Federal Reserve District:

Effective November 1, 1973? the Board of Governors of 
the Federal Reserve System has amended its Regulation Q, 
"Interest on Deposits", to impose a limit on the maximum rates 
of interest payable by member banks on time deposits with 
maturities of four years or more.

Enclosed is a copy of the press release. A copy of 
the Supplement for insertion into the Regulations Binder will 

be forwarded shortly.

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

P .  E .  C o l d w e l l ,

P r e s i d e n t

Enclosure
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_______ F E D E R A L  R E S E R V E
p r e s s  r e l e a s e

For immediate r e l e a s e  October 17, 1973

The Board o f  Governors o f  the  F edera l R eserve System announced 

today th a t  e f f e c t i v e  November 1 member banks w i l l  be s u b je c t  to  a 7 - 1 /4  per 

c e n t  i n t e r e s t  r a t e  c e i l i n g  on consum er-type tim e d e p o s i t s  th ey  i s s u e  w ith  

a m a tu r ity  o f  four y e a r s  or more and a minimum denom ination  o f  $ 1 ,0 0 0 .

Last J u ly  5 ,  the Board and o th er  F edera l r e g u la to r y  a g e n c ie s  

e s t a b l i s h e d  as  an experim ent a new c a te g o r y  o f  s a v in g s  in stru m en t f r e e  o f  

any i n t e r e s t  r a te  c e i l i n g  so  long  as the in stru m en t had a m a tu r ity  o f  a t  

l e a s t  four y e a r s  in  denom inations o f  a t  l e a s t  $ 1 ,0 0 0  but l e s s  than $ 1 0 0 ,0 0 0 .

L e g i s la t io n  r e c e n t ly  en acted  by Congress r e q u ir e s  th e  r e g u la to r y  

a g e n c ie s  to  impose an i n t e r e s t  r a te  l i m i t a t i o n  on a l l  tim e d e p o s i t s  i s s u e d  

in  denom inations o f  l e s s  than $ 1 0 0 ,0 0 0 .

The Board e s t a b l i s h e d  an e f f e c t i v e  d a te  o f  November 1 fo r  the  new 

c e i l i n g  to  en a b le  member banks to  term in a te  i s s u a n c e  o f  the  " n o -c e i l in g "  

tim e d e p o s i t  in  an o r d e r ly  manner and to  a l lo w  s u f f i c i e n t  tim e fo r  banks to  

adapt t h e i r  a d v e r t i s in g  programs to  the new c e i l i n g .

The Board s a id  member banks should r e f r a in  during t h i s  in te r im  

p er iod  from making new o f f e r in g s  o f  tim e d e p o s i t s  or i n i t i a t i n g  prom otional  

programs r e l a t i n g  to  tim e d e p o s i t s  whose terms do not conform w ith  th e  new 

r e g u la to r y  p r o v i s io n s .

At the same t im e , the Board removed a p r o v is io n  in  i t s  r e g u la t io n  

th a t  l im it e d  th e  i s s u a n c e  o f  fo u r -y e a r ,  n o - c e i l i n g  c e r t i f i c a t e s  to  5 per  

c e n t  o f  a bank’ s t o t a l  tim e and sa v in g s  d e p o s i t s .  The e f f e c t i v e  d a te  o f  

t h i s  a c t io n  i s  a l s o  d e layed  to  November 1. The Board s a id  th e r e  was no



fu r th e r  need fo r  the 5 per c e n t  l i m i t a t i o n  s in c e  an i n t e r e s t  r a te  c e i l i n g  

w i l l  be reim posed as o f  th a t  date  on fo u r -y e a r  c e r t i f i c a t e s .

The B oard 's  a c t io n s  fo llo w e d  c o n s u l t a t io n  w ith  th e  Treasury  

Department, th e  F ederal D ep o s it  Insurance C orporation  and th e  F ederal  

Home Loan Bank Board. The l a t t e r  two a g e n c ie s  have p a r a l l e l  r e g u la to r y  

a u t h o r i t y  over  th e  maximum r a te s  o f  i n t e r e s t  th a t  may be paid  by in su r ed  

S t a te -c h a r te r e d  banks th a t  are  not members o f  the  F edera l R eserve System , 

F e d e r a lly  in su red  mutual sa v in g s  bank s, and s a v in g s  and loan  a s s o c i a t i o n s .  

These a g e n c ie s  are  announcing s im i la r  a c t io n s  fo r  i n s t i t u t i o n s  they  

r e g u la t e .

No change was made in  o th e r  R e g u la t io n  Q c e i l i n g  r a t e s .  Time 

d e p o s i t s  m aturing in  four y ea rs  or more in  denom inations o f  l e s s  than $ 1 ,0 0 0  

are  s u b j e c t ,  as b e f o r e ,  to  a 6 - 1 /2  per c e n t  i n t e r e s t  r a te  c e i l i n g .  This  

i s  th e  r a te  th a t  p r e s e n t ly  a p p l ie s  to  time d e p o s i t s  m aturing in  30 months 

or more.
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