FINANCIAL AT A oo

Week ending: April 8, 1981

The Depository Institutions Deregulation Committee (DIDC)
has amended its rules concerning the effective date of ceiling rates on
the money market certificate (MMC) and the small saver certificate
(SSC). The MMC is a time deposit with a maturity of six months that is
issued in a denomination of $10,000 or more. The maximum rate payable
on MMCs is linked to the auction average discount yield on the most
recently issued six-month Treasury bill. The SSC is a certificate of
deposit that may be issued in any denomination, but with a maturity of
2-1/2 years or more. The ceiling rate of interest payable on SSCs is tied
to the average 2-1/2 year yield on U.S. Treasury securities as determined
biweekly by the U.S. Treasury.

Under the revised rules, the ceiling rates of interest payable
on MMCs and SSCs will become effective the day after they are
announced. Ceiling rates for such deposits are normally announced on
Monday and, thus, will become effective on Tuesday rather than
Thursday as under the previous rules. When a holiday occurs on Monday,
the new ceiling rates will be announced on Friday and become effective
on Saturday. This action will prevent depositors from benefiting from
the lag between the announcement and the implementation of the new
ceiling rate. Prior to the recent rule change depositors had the
opportunity to know on Tuesday and Wednesday the new ceiling rate
that would become effective on Thursday. If the new ceiling rate was
lower than the ceiling in place on Tuesday and Wednesday, investors
would gain by depositing funds before the new ceiling took effect. On
the other hand, if the new ceiling rate was higher than the previous
ceiling, investors would find it advantageous to wait until the new
ceiling took effeet before purchasing certificates. The recent DIDC
action will remove this advantage for depositors and should smooth the
flow of deposits into these certificates.

The change for SSCs, however, will have no immediate effect
because of a pre-existing maximum interest rate ceiling. On February
27, 1980, prior to the establishment of the DIDC, federal regulatory
agencies announced a temporary maximum ceiling rate of 12.00 percent
for insured savings and loan associations and mutual savings banks and
11.75percent for federally insured commercial banks. These caps have
been binding continuously since November 1980. If the cap were
removed, the interest rate limitation on SSCs for the period March 19
through April 1 would have been 13.55 percent for thrift institutions and
13.30 percent for commercial banks. The DIDC is considering a proposal

to remove these caps.
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ADJUSTED MONETARY BASE
AVERAGES OF DAILY FIGURES
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MONEY STOCK (MI1A)
AVERAGES OF DAILY FIGURES
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CURRENT DATA APPEAR IN THE BOARD OF GOVERNORS' H.6 RELEASE.

MIA CONSISTS OF CURRENCY AND COIN PLUS COMMERCIAL BANK DEMAND DEPOSITS HELD BY THE NONBANK
PUBLIC EXCLUDING THOSE HELD BY FOREIGN BANKS AND OFF ICIAL INSTITUTIONS.
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MONEY STOCK (MI1B)
AVERAGES OF DAILY F|GURES
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YIELDS ON SELECTED SECURITIES
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SELECTED INTEREST RATES
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DEMAND DEPOSIT COMPONENT OF MONEY STOCK (M1A)

ERAGES OF DAILY FIGUR
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SAVINGS PLUS SMALL TIME DEPOSITS

ALL COMMERC |AL BANKS
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