October 22, 1982

9

0CT 2 7 1382 The Board of Governors recently approved a
change in the way depository institutions will maintain
reserves with Federal Reserve Banks, effective February 2,
1984. The new procedure, known as contemporaneous
reserve accounting, will alter the time periods over which
depository institutions calculate and maintain required
reserves. The changes apply only to institutions reporting
their deposits on a weekly basis. Institutions that report
quarterly will continue to maintain reserves under the
current accounting system.

Under the present system, called lagged reserve
accounting, depository institutions must maintain reserves in
each week (the "reserve maintenance week™) based on deposit
levels two weeks earlier (the "reserve computation week").
Under the new system of contemporaneous reserve
accounting, the reserve maintenance period is lengthened
from one week to two weeks (a period ending every other
Wednesday). Required reserves for transaction deposits will
be based on those deposits in the 14-day period ending two
days before the end of the current maintenance period (the
two-week period ending every other Monday). There will be,
therefore, only two days from the end of the period over
which a depository institution calculates its average
transaction deposits and the end of the period over which it
holds the required reserves based on those deposits.

Required reserves on other liabilities against which
reserves must be held (primarily non-personal time deposits
and Eurocurrency liabilities) will be based on average
liabilities over a 14-day period ending 30 days before the end
of the current maintenance period. Reserve requirements
are met by maintaining reserve balances at Federal Reserve
Banks and by holding vault cash. Vault cash counted as
reserves in the current maintenance period is the average
vault cash held during the 14-day period ending 30 days
before the end of the current maintenance period. Thus,
under the new system, there will continue to be lagged
accounting for non-transaction liabilities and vault cash.

—Michael E. Trebing

igifized for FRASER
ttp Hraserstioursfedorg
deral Reserve Bank of St. Louis




ADJUSTED MONETARY BASE
AVERAGES OF DAILY FIGURES
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MONEY STOCK (MI)
AVERAGES OF DAILY F|GURES
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SELECTED INTEREST "RATES
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AUG, 6 11.15 9.80 10.67 11413 13.62 13.08
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COMMERC I AL BANK SAVINGS DEPOSITS
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