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Use of Discount Windo\\T
in the Eleventh District
By Mary G. Grandstaff

The availability of Reserve Bank credit is an im
portant benefit of membership in the Federal
Reserve System. Subject to System guidelines.
member banks may borrow from the Federal Re
serve Bank serving their district. Such borrowing
may be adjustment credit (very short-term secured
loans to meet temporary reserve requirement
needs) or seasonal credit (somewhat longer-term
loans for banks that have recurring seasonal de
mands for funds and limited access to the money
market). Banks also may be permitted to borrow
on a longer-term basis in case of emergency. Non
member corporations cannot borrow from the Fed
eral Reserve except under unusual and critical cir
cumstances-and then at a higher interest rate
than that charged member banks.

Last year, 123 of the 708 member banks in the
Eleventh District (which includes Texas and por
tions of Louisiana, New Mexico, and Oklahoma)
borrowed from the Federal Reserve Bank one or
more times. Daily average borrowings amounted
to $127.7 million.

Three types of borrowing
As previously stated, member banks may borrow
from their Reserve Bank to meet temporary re
serve needs on a short-term basis, usually a few
days. Such borrowings are called adjustment credit
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and permit banks to "bridge" a temporary short
age of liquidity without selling securities that
would be repurchased in a day or two or turning
down a customer loan that could be made a few
days later.

While membership in the Federal Reserve Sys
tem does not give banks automatic access to the
Fed's discount window, they may apply at any time.
Each request is considered carefully in regard to
the appropriate reasons for borrowing. These in
clude an unexpected growth in loan demand, an
unanticipated decline in deposits, or unusual diffi
culties in obtaining funds through the money mar
ket. Member banks may not acquire funds from
the Fed's discount window to finance speculative
loans or investments, to substitute for their capital,
or to profit from interest rate differentials between
the discount rate and market rates.

The Federal Reserve also pays close attention
to the effects of member bank borrowings on the
public as a whole. Borrowings from the Federal
Reserve increase bank reserves and, thus, increase
both the money supply and the supply of funds
available for credit expansion. During those times
when economic conditions indicate a need for
credit restraint, such increases may not be desir
able. Even so, the Federal Reserve may still ac
commodate the member bank's need for liquidity
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MEMBER BANK BORROWINGS
FROM FEDERAL RESERVE BANK
IN 1979, BY OFFICE

Eleventh Federal Reserve District

(Dollar amounts in millions)

Number Daily
of average

Reserve Bank office banks borrowings

Head Office ............ 66 $ 97.8

Branches .............. 57 29.9

EIPaso .............. 5 1.1

Houston ............. 21 11.7

San Antonio .......... 31 17.1

Total, four offices ... 123 $127.7

and offset the possible excessive increases in the
money supply and credit availability by absorbing
funds through the sale of securities in its own
portfolio on the open market.

Adjustment credit usually accounts for the larg
est share of member bank borrowing. Of the 123
member banks that borrowed at the Dallas Fed's
discount window in 1979, 64 obtained only adjust
ment credit. Funds obtained by an additional 23
banks were partially for adjustment purposes.
Overall, daily average borrowings for adjustments
amounted to $109 million, or more than 85 percent
of total borrowings by member banks in the
Eleventh District in 1979.

On April 19, 1973, the Federal Reserve System
established the seasonal borrowing privilege for
member banks. Prior to that, many banks with only
limited access to external sources of funds-such
as banks located in primarily resort or agricultural
communities-found it necessary to hold a rela
tively high volume of liquid assets to meet their
peak seasonal demands for funds. Thus, the vol
ume of funds the banks had available for increas
ing loan demand was reduced. It was hoped that
the availability of seasonal credit would enable
these banks to use a large portion of the funds they
had previously held in liquid assets to meet the
financing needs of desirable local projects that
otherwise might not be accommodated.

To qualify for seasonal borrowing, a member
bank must have somewhat limited access to the
money market, have a seasonal need for funds
because of a recurring pattern in loan demand
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and/or deposit flows-that lasts at least eight
weeks, be able to meet from its own resources
that portion of the seasonal needs that equals at
least 5 percent of the bank's average total deposits
in the previous year, and make arrangements with
its Reserve Bank in advance of the actual need
for funds.

In the Eleventh Federal Reserve District, 59
member banks exercised their seasonal borrow
ing privilege in 1979. Of those banks, 36 obtained
seasonal credit only while 23 also used the dis
count window for adjustment needs as well. Over
all, daily average seasonal borrowings totaled $18.7
million in 1979, or almost 15 percent of total mem
ber bank borrowings.

Each request is considered carefully in
regard to the appropriate reasons for bor
rowing. These include an unexpected growth
in loan demand, an unanticipated decline in
deposits, or unusual difficulties in obtaining
funds through the money market.

Member banks also may borrow from the Fed
eral Reserve in case of extreme emergency. Such
credit extensions normally would be made in those
instances where the sudden failure of an institu
tion would impose undue hardships on the local
community. The credit would not be extended to
prevent the failure of the institution but, rather,
to lessen the adverse impact of such failure on the
local economy.

Emergency credit extensions have been rare in
the history of the Federal Reserve. As might be
expected, the Federal Reserve Bank of Dallas ex
tended no emergency loans in 1979.

Cost of borrowing
The Federal Reserve discount rate establishes thp
cost of member bank borrowings. The basic dis
count rate of the Dallas Reserve Bank was 91/2

percent at the beginning of 1979 and was raised on
four separate occasions: to 10 percent on July 20,
to 101/2 percent on August 20, to 11 percent on
September 19, and to 12 percent on October 9. It
remained at 12 percent, a record high, through the
end of the year.

Federal Reserve Bank of Dallas



DISTRIBUTION OF MEMBER BANK BORROWINGS
IN 1979, BY BANK SIZE AND LOCATION

Eleventh Federal Reserve District

(Dollar amounts in millions)

Borrowing banks' Borrowings'
Bank deposit size Percent Percent
(Total deposits, in 01 Daily 01
millions 01 dollars) Number total average total

Less than $100 " ..... 87 70.7 $ 14.6 11.4
Adjustment credit, , . 55 44,7 3.9 3.1
Seasonal credit ... , . 52 42.3 10.7 8.4

$100to$500 ... , .. , ... 24 19.5 39.4 30.9
Adjustment credit ... 20 16.3 31.4 24.6
Seasonal credit ..... 7 5.7 8.0 6.3

$500 or more ......... 12 9.8 73.7 57.7
Adjustment credit ... 12 9.8 73.7 57.7
Seasonal credit ..... 0 .0 .0 .0

All size banks ........ 123 100.0 127.7 100.0
Adjustment credit ... 87 70.7 109.0 85.4
Seasonal credit ..... 59 48.0 18.7 14.6

Bank location

Inside SMSA's ........ 76 61.8 $117.7 92.2
Adjustment credit ... 65 52.9 106.6 83.5
Seasonal credit ..... 20 16.3 11.1 8.7

Outside SMSA's ...... 47 38.2 10.0 7.8
Adjustment credit ... 22 17.9 2.5 2.0
Seasonal credit ..... 39 31.7 7.5 5.9

Details may not add to totals because some banks obtained both types 01 credit.
Details may not add to totals because 01 rounding.

The discount rate for member bank loans that
are secured by other than U.S. Government or
Federal agency obligations or other eligible paper
is one-half of 1 percentage point higher than the
basic discount rate. Although not utilized at the
Dallas Reserve Bank in 1979, there are two other
discount rates, which may be imposed for emer
gency credit. Member banks borrowing under the
emergency credit provisions for a prolonged period
(more than eight weeks) may be charged a rate
that is 1 to 2 percentage points above the basic
rate, while any other corporations to which emer
gency credit might be extended would be charged
a still higher rate. At the end of 1979, these two
special discount rates stood at 13 percent and 15
percent, respectively. These rates are purposely
set higher than ordinary lending rates to avoid
subsidizing the borrower over an extended period
of time when regular discount rates could be well
under rates in the money market.
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Characteristics of borrowing banks
Member banks that borrowed from the Dallas Re
serve Bank in 1979 varied greatly in size. Several
of the largest banks, as well as many of the small
est and intermediate banks, made use of the dis
count window. Twelve banks with total deposits
of $500 million or more had daily average borrow
ings of $73.7 million last year, while 87 banks with
deposits under $100 million had borrowings of
$14.6 million and 24 banks with deposits of $100
million to $500 million had borrowings of $39.4
million.

As would be expected-considering System
guidelines for the seasonal borrowing privilege
banks in the smallest size group accounted for the
larger share of seasonal borrowings. Moreover,
banks with total deposits of $500 million or more
borrowed for adjustment purposes only, and banks
with deposits of $100 million to $500 million bor
rowed primarily for adjustment reasons.
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Of the 123 member banks that borrowed from
the Dallas Reserve Bank last year, 76 were lo
cated inside standard metropolitan statistical areas
(SMSA's). The majority of borrowings by these
banks represented adjustment credit. For banks

As with small banks, banks located outside
SMSA's would be more likely to have limited
access to the money market and, thus, would
be expected to qualify for more seasonal
credit than larger banks or banks located in
SMSA's.

located outside SMSA's, however, borrowings at
the Fed's discount window predominantly reflected
acquisition of seasonal credit. As with small banks,
banks located outside SMSA's would be more like
ly to have limited access to the money market and.
thus, would be expected to qualify for more sea-
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sonal credit than larger banks or banks located in
SMSA's.

The maturity of loans to member banks in 1979
ranged from one day to several weeks. One bank
borrowed varying amounts of mostly seasonal
funds from the Reserve Bank each day for 254
consecutive days. Most of the banks. however.
used Reserve Bank credit for only a few days to
three or four weeks, repaid their borrowings in
full, and then returned to the discount window
later as needs dictated.

Overall, the number of days individual borrow
ing banks used Reserve Bank credit last year
ranged from 1 to 300. The volume of daily average
borrowings per bank ranged from $2,198 to
$26,747,843.

On balance. borrowings by the 123 member
banks in the Eleventh District amounted to ap
proximately 10 percent of their reserve require
ments in 1979. When reserve requirements for all
708 member banks in the District are included,
however, daily average member bank borrowings
in 1979 represented well under 5 percent of total
required reserves.

Federal Reserve Bank of Dallal



New Legislation Affects
All Depository Institutions

The Depository Institutions Deregulation and Mon
etary Control Act of 1980 was signed into law
March 31. It has been described as watershed
banking legislation that will initiate wide-ranging
changes in the nation's monetary system, enhance
the efficiency of financial markets, promote com
petitive balance among depository institutions, and
facilitate the implementation of monetary policy.

The legislation will apply reserve requirements
uniformly to all depository institutions. Specif
ically, the new legislation will require initially
reserve requirement ratios of 3 percent on trans
action balances up to $25 million and 12 percent
on transaction balances over $25 million for all
depository institutions. It also requires reserves
against nonpersonal time deposits in a ratio of 3
percent.

The reserve requirements will be phased in for
nonmember depository institutions over an eight
year period. For member banks, reserve require
ments will be reduced to the new levels over a
four-year phase-down period. The increased re
serves required of nonmember institutions will be
more than offset by the reduction in reserves of
member banks. The aggregate reserves deposited
with Federal Reserve banks by banks in Texas,
Louisiana, Oklahoma, and New Mexico will be re
duced $1.8 billion. In these four states, 2,664 de
pository institutions-2,256 banks and 408 savings
and loan associations-will be subject to reserve
requirements; 1,215 of the institutions are currently
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holding sufficient vault cash to meet reserve
requirements.

Other important elements of this legislation
include:

• Pricing of Federal Reserve services on an ex
plicit-fee basis 18 months following enactment.

• Services available to nonmember depository
institutions six months after enactment (Septem
ber 1, 1980).

• Discount window access available to all de
pository institutions holding transaction or non
personal time deposit balances on the date of
enactment.

• Orderly phaseout and ultimate elimination of
interest rate ceilings on savings and other time de
posit accounts.

• Continuation of automatic transfer services,
remote service units, and credit union share drafts
beyond March 31, 1980.

• Negotiable order of withdrawal (NOW) ac
counts authorized nationwide at all federally in
sured depository institutions beginning Decem
ber 31, 1980.

• Federal deposit insurance increased from
$40,000 to $100,000 at commercial banks, savings
banks, savings and loan associations, and credit
unions.

Additional information regarding this legislation
may be obtained by calling the Public Information
Office of this Bank, (214) 651-6267.
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-Ped Quotes~
Brief Excerpts from Recent Federal Reserve Speeches, Statements, Publications, Etc.

"In the past, at critical junctures for economic stabilization policy, we have
usually been more preoccupied with the possibility of near-term weakness in
economic activity or other objectives than with the implications of our actions for
future inflation. To some degree, that has been true even during the long period of
expansion since 1975. As a consequence, fiscal and monetary policies alike too often
have been prematurely or excessively stimulative, or insufficiently restrictive. The
result has been our now chronic inflationary problem, with a growing conviction on
the part of many that this process is likely to continue. Anticipations of higher
prices themselves help speed the inflationary process.

"Nor can we demonstrate that the result has been beneficial in terms of other
objectives. To the contrary, unemployment has been higher in the 1970's than in
earlier decades. Productivity growth has declined. Capital spending has not kept up
with the needs of a growing labor force. Financial markets have been disturbed and
depressed, and institutions responsible for a substantial share of mortgage financing
are coming under strain. The recurrent weakness of the foreign exchange value of
the dollar has undercut our economic stability at home and our leadership abroad.

"The broad objective of policy must be to break that ominous pattern. That is
why dealing with inflation has properly been elevated to a position of high national
priority. Success will require that policy be consistently and persistently
oriented to that end. Vacillation and procrastination, out of fears of recession or
otherwise, would run grave risks. Amid the present uncertainties, stimulative
policies could well be misdirected in the short run; more importantly, far from
assuring more growth over time, by aggravating the inflationary process and
psychology they would threaten more instability and unemployment."

"Sustained monetary restraint is not an easy, automatic, and painless solvent
for our economic difficulties-the only claim I will make is that it is essential. It
works, in part, by limiting the potential growth in nominal economic actitvity-that
is, growth measured in current, inflated dollars. If other policies are working at
cross-purposes, the restraint can be blunt, uneven, and decidedly uncomfortable,
with too much of the impact in the short term falling on employment and income
rather than on prices.

"Our aim must be otherwise. What all of us would like to achieve is as rapid a
transition as we can manage to a more stable and productive economy-an economy
in which we can have more real growth and less unemployment because inflation is
dwindling away-an economy in which real incomes are rising even though nominal
wages are rising less rapidly-an economy in which we can compete effectively
abroad without a weak dollar."

Paul A. Volcker, Chairman, Board of Governors of the
Federal Reserve System [Before the Committee on
Banking, Finance and Urban Affairs, U.S. House of
Representatives, February 19, 1980J
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"Reported bank profits have been in a strongly rising trend. The rate of return
on equity, at about 14 percent, is close to a post-World-War-II high.... Never
theless, the market prices the stocks of many large American banks at four to six
times earnings, well below the average for industrials. Quite a few large banks are
selling at sharp discounts from book value."

"Inflation might account for the low esteem in which banks are held by the
stock market."

"It makes some sense to measure a bank's book value in terms of constant
dollars. If over a period of years it has not changed significantly, this means that
all the additions to capital, from retentions and otherwise, have just been sufficient
to preserve its real value. In other words, the loss to bank capital from inflation
has been about equal to the retentions."

"The part of the bank's net worth that is matched by hard assets is in some
degree protected against inflation. This means that about one-fifth of net worth of
the average large bank is protected against inflation, while about four-fifths are
exposed."

"If inflation is 10 percent, and if a bank's net worth is protected only to the
extent of one-fifth against inflation, the inflation loss on the real value of the bank's
equity amounts to 8 percent of net worth. This loss needs to be deducted from the
bank's rate of return on net worth. This ... recently has been about 14 percent of
net worth. Therefore, about 6 percent is what is left after this inflation adjustment.
If the bank paid a dividend of about one-third of its earnings, Le., 5 percent on
capital, it was paying out in fact most of its real earnings. The 9 percent that it
thought it was adding to net worth was almost all absorbed by inflation."

Henry C. WalIich, Member, Board of Governors of the
Federal Reserve System (At the Bank Administration
Institute's Accounting and Finance Conference,
Kissimmee, Florida, March 27, 1980)

"Even without the difficulties caused by recent [OPEC] pricing and production
decisions, we would have needed to accommodate a vast change in the way we use
and produce energy. The continued upward pressure on our price level that comes
from higher oil prices is extraordinarily difficult to contain. The result is that we
have to push harder against inflation than ever before and risk damage to economic
activity here and abroad.

"At the same time, we must expect the domestic cost of energy to rise
realistically, that must be a significant part of the way we restore balance in our
energy sector. And, unless we restore that balance, we will not be able to extricate
ourselves from the uncertainty and instabilities associated with repeated cycles of
even higher oil prices, higher OPEC surpluses, and higher deficits of oil-importing
countries. The recycling process has worked smoothly to date-the real process of
adjustment less so. l.et us not delude ourselves: financial flows cannot fill
indefinitely a gap that must be covered by conservation, production, and new forms
of energy. Our past success in recycling-and the role it can play today-must not
lead us to stretch that process to the breaking point."

Paul A. Volcker, Chairman, Board of Governors of the
Federal Reserve System (Before the Graduate School
of Business Administration, New York University,
New York, New York, March 1,1980)
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;'1 am convinced the essential elements of legislation to provide the Federal
Reserve with the tools it needs to meet its responsibilities are at hand. The Board of
Governors believes these elements should give concrete embodiment to the following
principles, and these principles can be achieved without revenue loss [to the U.S.
Treasury].

"-Reserves should be applied to all transactions accounts. Some relatively low
exemption level, or a system of graduated requirements for the smallest
institutions can be accommodated within this principle.

"-When and if reserve requirements are imposed on time deposits, they should
be confined to short-term nonpersonal accounts and be at a relatively
low level.

"-To establish comparable competitive conditions, reserve requirements should
be equal for all depository institutions offering comparable accounts.

"-Authority should be provided to ensure that the reserve base is of adequate
size for the efficient and effective conduct of monetary policy.

"-Access to Federal Reserve services should be open to all depository
institutions with transactions accounts, and the Reserve Banks should, in
principle, aim to recover the full cost of those services from pricing
provided all institutions have a comparable reserve burden.

"-Consistent with the dual banking system, institutions should remain free to
choose a State or Federal charter and membership in the Federal Reserve
System, with its implications for certain supervisory matters and for the
election of Federal Reserve Bank Directors, should remain voluntary."

Paul A. Volcker, Chairman, Board of Governors of the
Federal Reserve System (Before the Committee on
Banking, Housing, and Urban Affairs, U.S. Senate,
February 4, 1980)

"At this juncture, let me say a few words about expanding home loan reporting
to depository institutions located outside SMSAs. The Board believes that expansion
would be unwise and generally would be unnecessary."

Nancy H. Teeters, Member, Board of Governors of
the Federal Reserve System (Before the Committee on
Banking, Housing, and Urban Affairs, U.S. Senate,
February 19, 1980)
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New national member banks

Bayport National Bank, La Porte, Texas, a newly organized institution lo
cated in the territory served by the Houston Branch of the Federal Reserve
Bank of Dallas, opened for business March 3, 1980, as a member of the
Federal Reserve System. The new member bank opened with capital of
$720,000 and surplus of $780,000. The officers are: John E. Courville, Chair
man of the Board; Charlie Maner, President; Clarence Martin, Senior Vice
President and Cashier; Sherry Keels, Assistant Cashier; and Joyce D. Black,
Assistant Cashier.

Universal City Bank, N.A., Universal City, Texas, a newly organized insti
tution located in the territory served by the San Antonio Branch of the
Federal Reserve Bank of Dallas, opened for business March 3, 1980, as a
member of the Federal Reserve System. The new member bank opened with
capital of $900,000 and surplus of $900,000. The officers are: F. R. Kirkpatrick,
Chairman of the Board; Larry G. Meek, President; Paul L. Stanley, Vice
President and Cashier; and Michael A. Mika, Assistant Vice President.

Willowbrook National Bank, Houston, Texas, a newly organized institution
located in the territory served by the Houston Branch of the Federal Reserve
Bank of Dallas, opened for business March 19, 1980, as a member of the
Federal Reserve System. The new member bank opened with capital of
$625,000 and surplus of $625,000. The officers are: Jerry E. Finger, Chairman
of the Board; Robert V. Ullom, President; Marylin Henderson, Vice President
and Cashier; Allan Boss, Vice President; and Alice Hudson, Administrative
Officer.

New state member bank

First State Bank of Cleburne, Cleburne, Texas, located in the territory served
by the Head Office of the Federal Reserve Bank of Dallas, was admitted
March 10, 1980, as a member of the Federal Reserve System. The new bank
has a capital structure of $1,250,000, consisting of capital stock of $500,000,
surplus of $500,000, and undivided profits of $250,000. The officers are:
Jimmy F. Campbell, President, and James L. Scribner, Vice President and
Cashier.
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GReguJatoryGBriefs
andcfinnouncements

Uniform Guidelines Set
for Classifying Consumer
Installment Credit
A uniform examination policy for classification of
consumer installment credit based on delinquency
status has been adopted by the Federal Reserve
Board of Governors, the Federal Deposit Insurance
Corporation, and the Comptroller of the Currency.
Guidelines have been established for both open
and closed-end credit.

This new policy seeks to provide an interagency
standard and should result in more uniform treat
ment of all classes of insured banks and in more
consistent statistical data being developed from
bank examination reports.

The general classification policy that examiners
will follow for commercial banks is:

• Closed-end consumer installment credit delin
quent 120 days or more (five monthly payments)
will be classified a loss. And loans delinquent 90
to 119 days (four monthly payments) will be
classified substandard.

• Open-end consumer installment credit delin
quent 180 days or more [seven zero billing cycles)
will be classified a loss. A substandard classifica
tion will be assigned to loans delinquent 90 to 179
days (four to six zero billing cycles).

The new policy also provides that examiners
focus attention on the banks' written consumer
lending policies and operating procedures.

The uniform guidelines for the classification of
installment credit based on delinquency status
will be effective June 30, 1980.
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Interest Rate Limitations
Imposed on Short-Term Debt
Issued by Holding Companies

Regulation Qhas been amended to impose interest
rate limitations on debt instruments issued by a
bank holding company in denominations of
$100,000 or less and with maturities of four years
or less. The limitations are similar to those in
effect for time deposits at member banks.

The amendment became effective March 14,
1980, and applies only to obligations required to
be registered with the Securities and Exchange
Commission under the Securities Act of 1933.
The amendment does not apply to commercial
paper issued by a member bank's parent bank
holding company.

Regulation E Amended

The Board of Governors of the Federal Reserve
System recently adopted in final form provisions
of Regulation E to implement the Electronic Fund
Transfer Act. The Board also issued for public
comment a proposal to delay the effective date of
certain portions of the documentation requirements
of Regulation E beyond May 10, 1980, the effective
date of the EFT Act.

Federal Reserve Bank of Dallas



Debt Payment Eased
for One-Bank Holding
Company Applicants

The Board of Governors of the Federal Reserve
System has issued a new policy statement for
assessing financial factors in the formation of
one-bank holding companies. The policy, limited
to companies having total assets of approximately
$150 million or less and having no significant
nonbank activities that use large amounts of debt
in their businesses, is designed to aid the change
of ownership of small banks and to help maintain
the safety and soundness of the banking system.
The Board continues to follow the principle that
bank holding companies should serve as a source
of strength for their subsidiary banks.

Effective March 28, 1980, the following criteria
will be considered in acting on one-bank holding
company applications:

1. Acquisition debt should not exceed 75 percent
of the purchase price of the bank to be acquired.

2. The applicant must demonstrate that the
parent company's ratio of debt to equity will
decline to 30 percent within 12 years after the
consummation of the acquisition.

3. The gross capital-to-assets ratio of the pro
posed subsidiary bank must be 8 percent or more
at the time of consummation. The ratio of capital to
assets should not fall below 8 percent throughout
the period that the applicant is reducing its
debt-to-equity ratio to 30 percent.

4. The bank holding company is not expected to
pay any corporate dividends on common stock.
However, some dividends may be permitted under
certain conditions that are outlined in the policy
statement.

5. Under certain circumstances, redeemable
preferred stock will be considered equity in the
formation of a small one-bank holding company if
the preferred stock is redeemable at the option of
the issuer and the debt-to-equity ratio of the
holding company would be at or remain below 30
percent following the redemption.

As of the effective date of the new policy, the
Federal Reserve Bank of Dallas had 31 applications
in process that would be affected by these criteria.

Small one-bank holding companies formed
before the March 28 effective date may switch to
a plan that adheres to the intent of this policy.
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Regulation Q Amendment
Places Interest Rate Ceiling
on 2112-Year Time Deposits
Federal Reserve Regulation Q was amended,
effective March 1, 1980, to establish for member
banks an interest rate ceiling of 11.75 percent on
time deposits with a maturity of 21/2 years or more
that have a rate tied to the average 21/2-year yield
for U.S. Treasury securities.

In the future, the rate will be the lower of
three-quarters of 1 percent below the average
21/2-year yield for Treasury securities or the
fixed ceiling of 11.75 percent. Interest may
continue to be compounded on these deposits.

This action was taken to prevent a sudden
increase in rates that would be disruptive to
financial institutions, especially those holding
long-term fixed-rate loans.
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New nonmember banks

Liberty City State Bank, Liberty City, Texas, a newly organized insured
nonmember bank located in the territory served by the Head Office of the
Federal Reserve Bank of Dallas, opened for business March 6, 1980.

Community State Bank, Lufkin, Texas, a newly organized insured non
member bank located in the territory served by the Houston Branch of the
Federal Reserve Bank of Dallas, opened for business March 17, 1980.

American Bank and Trust, Palestine, Texas, a newly organized insured
nonmember bank located in the territory served by the Houston Branch of
the Federal Reserve Bank of Dallas, opened for business March 19, 1980.

Republic Bank of Irving, Irving, Texas, a newly organized insured non
member bank located in the territory served by the Head Office of the
Federal Reserve Bank of Dallas, opened for business March 24, 1980.

The D'Arbonne Bank and Trust Company, Farmerville, Louisiana, a newly
organized insured nonmember bank located in the territory served by the
Head Office of the Federal Reserve Bank of Dallas, opened for business
March 26,1980.

Federal Reserve Bank of Dallas




