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RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS
Comment Invited on Proposed Regulation D
To Implement Monetary Control Act of 1980

To A ll Depository Institutions (Other Than U.S. Branches and Agencies 
o f Foreign Banks and Edge and Agreement Corporations), 
and Others Concerned, in the Second Federal Reserve District:

E n closed  are a press release and a p rop osed  regulation  on  R eserve R equirem ents o f  D ep o sito ry  In stitu ­
tion s (Federal R eserve R egulation  D ). T he p rop osed  regulation  presents changes in the reserve requirem ent 
structure and the co m p u ta tion  o f  reserve requirem ents arising from  the M onetary C on tro l A c t o f  1980, 
under w hich  reserve requirem ents are to  be im p osed  by the B oard  o f  G overnors o f  the Federal R eserve  
S ystem  on  all d ep ository  in stitu tion s in the U n ited  States that have transactions accou n ts or n on p erson al 
tim e d ep osits.

C om m en ts on  the p rop osed  regulation  m ay be sent to  our L egal D epartm ent and  sh ou ld  be subm itted  
by July 15, 1980. F o llow in g  a review  o f  com m en ts received by the Federal R eserve, issuance o f  a final 
regulation  is expected  in A u gu st 1980.

U n d er the p rop osed  regulation , a m em ber bank w ill con tin u e to  m aintain  reserves in the form  o f  vau lt  
cash  and balances held directly w ith  its Federal R eserve B ank. A  d ep ository  institu tion  that is n ot a m em ber  
o f  the Federal R eserve System  and that is required to  m aintain  reserve balances in excess o f  its vau lt cash  
m ay elect to  d o  so  either (1) by estab lish ing a reserve accou n t d irectly  w ith  the Federal R eserve, or (2) by  
establish ing  a corresp on dent reserve accoun t w ith  (a) another d ep ository  institu tion  that m ainta ins required  
reserve balances w ith  the Federal R eserve, (b) a Federal H o m e L oan  B ank , or (c) the N a tio n a l C redit U n io n  
A dm inistration  Central L iquidity Facility. In the second  case, the reserve balances held by the correspondent 
m ust be “ passed th rou gh ’’ to  the Federal R eserve on  b eh a lf o f  the respon d en t in stitu tion . Further in fo rm a ­
tion  regarding the estab lishm ent o f  such a “ pass th rou gh ’’ arrangem ent is expected  to  be availab le by early  
July and w ill be provided  to  all d ep ository  institu tion s.

A ll d ep ository  institu tion s w ith reservable d ep osits w ill be required to  subm it d irectly  to  the Federal 
R eserve Bank a w eek ly  report o f  d ep osits con ta in ing  daily  in form ation , regardless o f  w hether the reporting  
in stitu tion  m ust hold  reserve balances or w hether any required reserve balances are held  d irectly  w ith  the  
Federal R eserve or indirectly through  a “ pass th rou gh ’’ arrangem ent. A  list o f  the item s to  be reported  is in ­
cluded  in the prop osed  regulation . W e w ill provide reporting form s and instructions for the d ep osits  
reports, as w ell as the in form ation  necessary for the ca lcu lation  o f  reserve requirem ents, as so o n  as p ossib le  
fo llo w in g  the issuance o f  the final regulation .

T he M onetary C on trol A ct a lso  requires that the Federal R eserve price its services and p rovide access to  
th ese services to  all d ep ository  in stitu tion s. Pricing principles and  a sch ed u le for pricing o f  Federal R eserve  
services w ill be published  for com m en t by Septem ber 1980.

It is an ticipated  that the im p lem en tation  o f  the M onetary C on tro l A ct w ill enab le the Federal R eserve  
to  con d u ct m onetary p olicy  m ore e ffectively . T he Federal R eserve is aw are, h ow ever, o f  the d ifficu lties that 
m ay be en countered  by d ep ository  in stitu tion s as adjustm ents are m ade to  the new  reporting requirem ents  
and reserve com p u ta tion  procedures. W e lo o k  forw ard to  w orking  w ith  y ou  to  m in im ize the prob lem s  
associa ted  w ith  the im p lem en tation  o f  the M on etary  C on tro l A ct.

A nthony M. Solomon,
President.
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