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C O P Y , 
June 20, 1933. 

STEVENS - CHICAGO 

Your wire June 17. Sect ion 19 Federal Reserve Act,, as amended by Sect ion 11(b) 

Banking Act of 1933, does not p roh ib i t payment of i n t e r e s t on demand deposi ts 

i n accordance with terms of cont rac ts entered in to in good f a i t h which were 

i n fo rce on June 16, 1933, but fo rb ids renewal or extension of con t rac t s un-

l e s s modified so as not to provide f o r payment of i n t e r e s t on demand deposi ts 

and requ i res every member bank to take ac t ion to discont inue payment of i n t e r -

es t on demand depos i t s as soon as poss ib le cons i s t en t l y with i t s cont rac tual 

ob l iga t ions . I f contract providing f o r payment of i n t e r e s t on demand deposi t -

i s subject to cance l l a t ion at option of bank, t h e r e f o r e , bank should cancel 

the same as soon as pos s ib l e . Note s p e c i f i c exemptions of depos i t s made by 

mutual savings banks and deposi ts of publ ic funds made by or on behalf of 

any S t a t e , county, school d i s t r i c t , or other subdivis ion or munic ipa l i ty with 

respect to which payment of i n t e r e s t i s required under S ta te law. Board 

wi l l p resc r ibe regu la t ions as to r a t e s of i n t e r e s t on time depos i t s as soon 

as p rac t i cab le but member banks may continue to pay i n t e r e s t on time deposi ts 

i n accordance with t h e i r usual p r ac t i ce or e x i s t i n g con t rac t s pending i s s u -

ance of such r e g u l a t i o n s . 

MORRILL. 
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