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R E S E R V E S  O F  M E M B E R  BANKS

T o M em b e r  B anks in the  
E ighth  F e d e r a l  R e s e r v e  D is t r ic t :

F o r  your in fo r m a t io n ,  t h e r e  is  qu oted  b e lo w  the te x t  of a s ta te m e n t  
r e l e a s e d  to the p r e s s  tod ay  by  the B o a rd  o f  G o v e r n o r s  o f  the F e d e r a l  
R e s e r v e  S y s t e m  r e g a r d in g  a m e n d m e n t  to  R e g u la t io n  D - R e s e r v e s  o f  
M em b er  B anks:

"T he B oard  o f G o v e r n o r s  of the  F e d e r a l  R e s e r v e  S y s te m  
today  a m e n d ed  i t s  R e g u la t io n  D so  that m e m b e r  banks  
having la r g e  h o ld in g s  o f  v a u lt  c a s h  in r e la t io n  to th e ir  
d e p o s i t s  w i l l  be p e r m it t e d  to count a p a r t  o f  th is  c a sh  
in m e e t in g  th e ir  r e s e r v e  r e q u ir e m e n t s .

" E ffe c t iv e  D e c e m b e r  1, 1959, s o - c a l l e d  "C ountry" banks  
(that i s ,  banks not c l a s s i f i e d  a s  r e s e r v e  c i ty  or  c e n tr a l  
r e s e r v e  c i ty  b an k s)  h a v in g  v a u lt  c a s h  in e x c e s s  o f  4 per  
cen t o f  th e ir  n et d e m a n d  d e p o s i t s  w i l l  be p e r m it t e d  to  
count the e x c e s s  a s  p a r t  o f  th e ir  r e q u ir e d  r e s e r v e s .
A ls o ,  e f f e c t iv e  D e c e m b e r  3, banks c l a s s i f i e d  a s  r e s e r v e  
c i ty  and c e n t r a l  r e s e r v e  c i ty  banks w i l l  s i m i l a r l y  be 
p e r m it t e d  to count v a u lt  c a s h  in e x c e s s  o f 2 p er  c e n t  of  
th e ir  n e t  d em a n d  d e p o s i t s .

"On the b a s i s  of a v e r a g e  v a u lt  c a sh  h o ld in g s  for the p a s t  
12 m o n th s ,  it a p p e a r s  that a lm o s t  h a lf  o f  the 6Z50 m e m b e r  
banks w i l l  be in a p o s i t io n  to count a p a r t  o f  th e ir  vau lt  
c a s h  in m e e t in g  th e ir  r e q u ir e d  r e s e r v e s .  A s  a r e s u l t ,  
to ta l  m e m b e r  bank r e s e r v e  b a la n c e s  at the F e d e r a l  
R e s e r v e  B anks m a y  be lo w e r  than w ould  o t h e r w is e  be  
r e q u ir e d  b y  a s  m u c h  a s  $ 2 3 0  m i l l io n ,  of w h ich  $160  
m il l io n  w ou ld  be at c o u n tr y  ban k s and $70 m i l l io n  at 
r e s e r v e  c i ty  b a n k s .  T o ta l  v a u lt  c a s h  h e ld  by m e m b e r  
banks h a s  a v e r a g e d  abou t $2 . 2 b i l l io n .
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" T h is  F e d e r a l  R e s e r v e  a c t io n  w as  taken u n d er  the  t e r m s  
o f  an A ct of C o n g r e s s  in 1959 d e s ig n e d  in p a r t  to r e m e d y  
in e q u it ie s  that h a v e  a r i s e n  b e c a u s e  m a n y  b a n k s , p a r t i 
c u la r ly  s m a l l  c o u n tr y  b a n k s , find it n e c e s s a r y  for  
o p e r a t in g  p u r p o s e s  to hold  r e la t iv e l y  l a r g e r  a m o u n ts  o f  
v a u lt  c a s h  than o th er  banks do. No ch an ge  in the  S y s t e m ' s  
g e n e r a l  m o n e t a r y  or c r e d i t  p o l i c y  is  in v o lv e d .  T he  
b eg in n in g  of D e c e m b e r  is  a l o g ic a l  t im e  fo r  th is  a c t io n  
in a s m u c h  as  the F e d e r a l  R e s e r v e  S y s t e m  n e e d s  to m ak e  
a d d it io n a l  r e s e r v e s  a v a i la b le  to the b an kin g  s y s t e m  e a c h  
y e a r  at th is  s e a s o n  in o r d e r  to m e e t  the s e a s o n a l  r e q u i r e 
m e n ts  of the e c o n o m y .

"At the s a m e  t im e ,  the B o a rd  adop ted  s e v e r a l  a m e n d m e n ts  
to t e c h n ic a l  p r o v i s io n s  of R eg u la t io n  D, in c lu d in g  an 
a m e n d m e n t  ( e f f e c t iv e  D e c e m b e r  31, 1959) w h e r e b y  the 
r e s e r v e  c o m p u ta t io n  p e r io d  for  c o u n try  ban ks w i l l  be 
b iw e e k ly  in s te a d  of s e m im o n t h ly .  "

R e v i s e d  R e g u la t io n  D w i l l  be p r in ted  and se n t  to  you  at a la te r
d ate .

D e lo s  C. Johns  
P r e s id e n t
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