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April  11, 1975

DECREASE IN RESERVE REQUIREMENT ON 
FOREIGN BORROWINGS OF MEMBER BANKS

TO ALL MEMBER BANKS IN THE
ELEVENTH FEDERAL RESERVE DISTRICT:

T h e re  is quoted below the tex t  of a p re s s  re lease  issued 
Wednesday, April 10, 1975, by the Board of G overnors  of the Federal Re­
s e rv e  System announcing  amendments to Regulations D and  M reduc ing  
the r e s e rv e  requ irem ents  on foreign borrow ings  of member b a n k s .

The Board of G overnors  of the  Federa l R eserve  System 
announced today a reduction from 8 p e rcen t  to 4 p e rcen t  
in the r e s e rv e  requ irem en t  on foreign borrow ings  of 
member b a n k s ,  p r im ar i ly  E u r o -d o l la r s .

This  action will b r in g  the E uro -do l la r  r e s e rv e  r e q u i r e ­
ment into be t te r  a l ignment with r e s e rv e  requ irem ents  
on the time and sav ings  deposits  of domestic re s iden ts  
and  may s t ren g th en  the position of the  U .S .  dollar  in 
the foreign exchange  m arke ts .

T he  reduction will affect r e s e rv e s  that  must be  main­
tained aga ins t  Euro-do l la r  bo rrow ings  in the four-  
week period  beg inn ing  May 22. The actual r e s e rv e  
will be based  on the level of b o rrow ings  d u r in g  the 
period from April  10 th rough  May 7. T he  action will 
reduce  re q u i re d  r e s e rv e s  by about $65 million.

Also affected by the action a re  fo reign-owned banking  
insti tu tions that have vo lun tar i ly  maintained a r e s e rv e  
requ irem en t  on Euro-do l la r  bo rrow ings  s ince  mid-1973.
The Board o r ig inally  reques ted  the vo lun tary  action 
du r in g  a period  of monetary r e s t r a in t .  Although c u r r e n t
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monetary policy is not d i rec ted  toward c red i t  re s t r a in t ,  
the Board believes  it is important that  banking  ins t i tu ­
tions opera t ing  in the United States receive  paralle l  
trea tment with re sp ec t  to maintaining re s e rv e s  on in ­
c rease s  in the i r  E uro -do l la r  b o r ro w in g s .  T he re fo re ,  
the Board reques ted  the fo reign-owned insti tutions to 
maintain a vo lun ta ry  r e s e r v e  of 4 p e rcen t  aga ins t  in ­
c rease s  in net foreign b o rrow ings  that exceed the 
av e rag e  of such  b o rro w in g s  d u r in g  May 1973.

A reduction  in the vo lun tary  re s e rv e  from 8 p e r ­
cent to 4 p e rcen t  will re lease  about $15 million in 
r e s e r v e s .  A re s e rv e  requ irem ent  on Euro-dol la r  
bo rrow ings  by member banks  was o r ig inally  e s tab ­
lished in 1969. The re se rv e  ratio has been 8 p e r ­
cent s ince  May 1973.

A pprop r ia te  amendments to Regulations D and M, su itab le  for in ­
ser t ion in y o u r  b in d e r  of Bulletins and Regulations,  will be fo rwarded  to 
you in the near  fu tu re .

S incere ly  y o u r s ,

T .  W. Plant

F irs t  Vice P res iden t




