
DEPARTMENT OF THE TREASURY 

Office of Thrift Supervision 

AGENCY: it 

ACTION: Intent to Discontinue and Request Comment. 

SUMMARY: OTS is requesting public comment on its proposal to cease collection data 

used to calculate and publish the Monthly Median Cost of Funds Index (MMCOF), the Quarterly 

Cost of Funds Index (QCOF), the Semiannual Cost of Funds Index (SCOF), and other related 

cost of funds ratios currently published monthly in the OTS's Cost of Funds (COF) Report. J At 

the end of the comment period, the comments recommendations received \vill analyzed to 

determine the extent to \\hich the OTS should modify the proposal prior to 

The OTS will then submit the revisions to 0:\1B for review and approvaL 

final apprmuJ. 

DATES: Comments must be submitted on or before [INSERT DATE 60 DAYS FROM DATE 

OF PUBLICATION IN THE FEDERAL REGISTER]. 

ADDRESSES: are to submit written comments to 

I Link to 



• 
comments. 

• 
name the 

• 906-6518. 

• Mail: Information Collection Comments, Chief Counsel's Office, Office of Thrift 

Supervision, 1 G Street, NW., Washington, DC Attention: "Cost of Funds Indices." 

• Hand Delivery/Courier: Guard's Desk, East Lobby Entrance, 1700 G Street, NW .. from 

9:00 a.m. to 4:00 p.m. on business days, Attention: Information Collection Comments, Chid' 

Counsel's Office, Attention: "Cost of Funds Indices." 

==-"=== All submissions received must include the agency name. All comments 

received \v111 be posted without change to the OTS Internet Site at 

personal 

information provided. 

access to to or comments 

to~~~~~~~~~~~~~~~~~=~~==~~~=~~==~~ 

In addition. comments at Public G I\W., by 

appointment. access, call (202) send an to 

to 906-7755. (Prior 
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next we a 

FOR FURTHER INFORMATION CONTACT: 

contact 

In the forms and instructions for cost funds reporting 

requirements can be obtained at the OTS web site through the following link: 

SUPPLEMENTARY INFORMATION: The OTS is proposing to cease colleetion ofdma 

used to calculate and publish the Ml'v1COF and to cease publication of the \1MCOF, QCOF, 

SCOF, and other related COF indices. 

Abstract 

Some institutions submit MMCOF data to the OTS monthly for the use 111 

a monthly median cost of funds Additionally, the OTS publishes two 

on 

1. A 

2. A 

funds 

Thrift Financial Report 

and 

cost of funds index. 

forms and instructions for the TFR can be obtained at the Drs Web 
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Effect of Recent Legislation 

(OCC) 

oce the 

as of July 21,2011 (the 

of the 

Corporation (FDIC). 

to 

1 1 

with the 

and 

System (Board), 

Title III the Dodd-Frank Act, all functions the OTS relating to federal 

savings associations and rulemaking authority tbr all associations are transferred to the 

OCC. All functions of the OTS relating to state-chartered associations (other than 

ruJemaking) are transferred to the FDIC. All functions of the OTS relating to supervision of 

and loan holding (including rulemaking) are to the Board. 

Current Actions 

the COF 

rate 

COF are 

more detail 

are to extraneous movements. 
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IS to to 

MMCOF, QCOF, 

monthly in the COF Report \vould cease as 

COF Report the month December 11. 

\"ould continue to file MMCOF in thc current manner 

existing 

In making this proposal, the OTS reviewed its proposal made in 19943 to eliminate the 

MMCOF and the comments received regarding that proposal. The OTS also closely reviewed 

the changes in savings associations' aggregate asset composition and mortgage portfolio since 

the 1994 proposal, as well as recent changes in the overall mortgage markets. 

noted in the 1994 proposal, mortgage lending survey data from the then Federal 

Housing Finance Board (FHFB) indicated the indices published by the OTS were not widely 

used. For loans closed in March 1994, only 1.8 percent of ARMs were adjusted with indices 

included in the "Other Cost of Funds Indexes" the that included the MMCOF as wcll 

as 

the successor agency to the FHFB the 
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not to 

end third 10. This made 

more to outlier and extraneous data movemems. 

The QCOF and SCOF are weighted averages of the cost of funds from all applicable 

OTS-regulated savings associations. Like the MMCOF, the deeline in the number ofOTS­

regulated savings associations has made these indices more susceptible to outlier and extraneous 

data mOYements. This is especially true of these indices 

more skevving by large institutions and data outliers. 

weighted subject them to 

Additionally, the amount of adjustable rate residential mortgages and mortgage-backed 

securities held by savings associations has also deelined since 1994 despite an increase in 

thrift industry assets. At the end of 1994, OTS-regulated associations held 

assets. Of that total, $304 billion, or percent, were held 

third quarter 10 assets 

at A Rrvl or1 

percent assets. 

The ARM loans and related "vith market (LMI) 

MMCOF, QCOF, and SCOF among other LMls was more over 
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1 8 

ust 1 

10. 

rates 

publication of 

number institutions indices, the OTS is proposing to discontinue the 

publication of, and special data collections for all the OTS's COF indices. 

Index Substitution 

The Financial Institutions Reform, Recovery, and Enforcement Act of 1989, Public Law 

101 (FIRREA), was 

the OTS to 

for ARM rate 

into law on 9. 1989. Section 402(e)( 4) of FIRREA 

substitute indices should it discontinue publication of 

To help acceptable indices for 

17 

to 
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were 

\ to 

were to 

L 11 

o. 

3. Contract Rate 

Agency (FHF A): Correlation 0.96 

4. Monthly Treasury (MTA) (Source: Federal Board II.IS FRSD): 

Correlation 0.93 

The followimL were the most hiuhlv eorrelated to the QCOF: 
~ "-" >' ~ 

I. 11th District Cost of Funds: Correlation 1.00 

2. Federal Cost of Funds: Correlation 0.98 

3. National Average Contract Mortgage Rate: Correlation 0.96 

4. Monthly Treasury (MTA): Correlation 0.96 

Quarterly were calculated from the monthly indices and used for calculating the 

to the QCOF. 

The 'vvere most highly cOlTelated to the SCOF: 

Funds: Correlation 1.00 

The correlation coefficient is number that deseribes the of between 1\"0 variables. A 
correlation co-efficient of I) that as one index moves, either up or the 

other index will move in in the same direction. 
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to 

selout 

when 

same 

to the OTS's COF 

the 

Though the 

coef11cients difTered slightly, all \vere highly correlated to the OTS's COF indices. 

It should be noted that due to the significant monetary actions taken to help the U. 

economy stabilize and fully recover from the most recent recession, some of the publicly 

available indices based on U.S. Treasury security rates - such as the MTA - have declined to 

levels belovv the OTS's COF indices. However, as indicated by the correlation coefficients, the 

movements of these indices track the ors's COF movements well. lienee, the movements in 

these indices could possibly be used for future rate adjustments rather than the index value itself. 

Request for Comment 

are on the proposed 

cease tiling data used to calculate the MMCOF Comments are 

on what should be considered an appropriate substitute index for of the OTS's COF 

9 



or 

rates 

matter 

to 



[THIS D 

ce of Thrift Supervision. 

Billing Code 
OTS: 6720-01-P 
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