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DISCOUNT RATE

To All Depository Institutions
in the Second Federal Reserve District:

T h e  d ir e c to r s  o f  th is  B a n k , w ith  th e  a p p ro v a l o f  th e  B o a rd  o f  G o v e rn o rs  o f  th e  
F e d e ra l  R e s e rv e  S y s te m , h a v e  in c re a se d  th e  B a n k ’s b a s ic  d is c o u n t  ra te  to  3 -1 /2  p e rc e n t  
f ro m  3 p e rc e n t ,  e f fe c t iv e  im m e d ia te ly .

T h e  fo l lo w in g  s ta te m e n t  w a s  is su e d  b y  th e  B o a rd  o f  G o v e rn o rs  r e g a rd in g  th e  ra te
c h a n g e :

The Federal Reserve today announced two actions designed to maintain favorable 
trends in inflation and thereby sustain the economic expansion.

The Board approved an increase in the discount rate from 3 percent to 3-1/2 percent, 
effective immediately, and the Federal Open Market Committee agreed that this increase 
should be allowed to show through completely into interest rates in reserve markets.

These actions, combined with the three adjustments initiated earlier this year by the 
FOMC, substantially remove the degree of monetary accommodation which prevailed 
throughout 1993. As always, the Federal Reserve will continue to monitor economic and 
financial developments to judge the appropriate stance of monetary policy.

In taking the discount action, the Board approved requests submitted by the Boards 
of Directors of eleven Federal Reserve Banks - Boston, New York, Philadelphia, 
Richmond, Atlanta, Chicago, St. Louis, Minneapolis, Kansas City, Dallas and San 
Francisco. The discount rate is the interest rate that is charged depository institutions 
when they borrow from their district Federal Reserve Bank.

This B ank’s Operating Circular No. 13, regarding discount rates, will be revised 
accordingly.

William J. McDonough, 
President.
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Federal Reserve Bank 
of New York

I- Operating Circular No
Revised effective May 17, 199413 ]

D IS C O U N T  R A T E S

To All Depository Institutions
in the Second Federal Reserve District:

1. This Bank has increased its basic discount rate under sections 
10(b), 13, and 13a of the Federal Reserve Act from 3 percent per annum 
to 3 '/2 percent per annum, effective May 17, 1994. Described on the re­
verse side are the rates now in effect at this Bank on advances and dis­
counts made under the Federal Reserve Act.

2. This circular supersedes our Operating Circular No. 13, re­
vised effective July 2, 1992.

W il l ia m  J. M c D o n o u g h , 
President.

[Ref. Cir. No. 10707] (OVER)
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Rates Effective May 17, 1994 
Under Sections 10(b), 13, and 13a 

of the Federal Reserve Act

The following rates will be applied to advances and discounts for 
depository institutions:

Adjustment Credit

T he basic d iscoun t rate, curren tly  V /2  percen t per annum , is usually  
charged  for advances o f ad justm en t cred it. In the case o f  ad justm en t cred it 
advances de te rm ined  by th is B ank to be unusually  large and to arise  from  
a m ajo r opera ting  problem  at the borrow ing  institu tion , including bu t not 
lim ited  to  a com pu ter ou tage, th is  B ank, in its d iscre tion , m ay charge the 
h ighest rate estab lished  by th is Bank for advances to deposito ry  in stitu ­
tions.

Seasonal Credit

A flexible rate, no less than  the basic d iscount rate, that takes into ac ­
coun t rates on m arket sources o f funds w ill be applied  to seasonal cred it. 
T h is rate w ill o rd inarily  change every  tw o w eeks, and the changed  rate w ill 
apply to bo th  new  and ou tstanding  advances o f th is type. T he rate may, 
under ce rta in  c ircum stances, be changed m ore frequently  than  every tw o 
w eeks.

Extended Credit

T he flexible rate p lus fifty  basis po in ts w ill be charged  for extended 
cred it to institu tions under sustained  liqu id ity  p ressures o r for o th e r special 
circum stances. T he cu rren t extended cred it rate shall apply to any extended 
cred it ou tstand ing  for m ore than  th irty  days and may be applied , in the 
B ank ’s d isc re tion , at any tim e extended cred it is g ran ted  o r ou tstanding .

A depository institution may obtain information regarding the 
current rate by contacting the Loans and Credits Function 
(Tel. No. 212-720-5394).
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