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92 273222.htm It is important to recognize that form does not
necessarily follow function in bank deposits. A considerable number
of depositors still keep their liquidity reserves -- and, in the case of
individuals, even their savings--in the form of idle demand deposits.
The past reluctance of some banks to seek time deposits aggressively
stemmed from their appraisal of the degree to which depositors kept
a portion of their liquidity reserves in noninterest-bearing demand
deposits. Conversely, some individuals may try to keep their working
balances in savings accounts, although commercial banks discourage
this practice because of the resulting abnormally high, costly account
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[1 Essentially, demand deposits are likely to represent working
balances. time deposits (other than savings deposits)(2) usually
consist of the liquidity reserves of corporations, including
municipalities and foreign banks, and of individuals when banks
offer higher rates on longer-term certificates of deposit. Savings
deposits are likely to represent a combination of accumulated savings



and investment funds or liquidity reserves of individuals.[J [1 [ [
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000000000 0O O Because commercial banks are the
primary source of commercial and industrial loans and because they
operate the payments or check collection system, they have little
competition for the deposits that represent purely working balances.
This is the bread-and-butter business of the commercial banking
system. For investment funds and savings deposits, the competition
Is very keen and has grown keener with the postwar rise in interest
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[1 O O Savings banks and savings and loan associations are
permitted by regulation to pay one-fourth of a percent more on
savings deposits under $100,000 than are commercial banks, on the
theory that they are the major suppliers of mortgage money to
homeowners and the building industry. There is a great deal of
agitation to remove this differential, especially since in many
jurisdictions the savings institutions are permitted to accept demand
deposits.l OO0 OUOOO0OOO0OOOOOOO O 100,0000 O
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DO000000000000O0OO O Notes(2):Regulation Q of
the Board of Governors of the Federal Reserve System distinguishes
between “ time certificate of deposit" with fixed maturity and "time
deposits open account" subject to stated notice of withdrawal. It
provides further that "savings deposits" may be held only for
individuals and certain nonprofit organizations engaged in
charitable, educational, and similar activities.[] 1 2001 O 0O 0O U O
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