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Monetary Policy Report to Congress

Report submitted to the Congress on July 20,
1982, pursuant to the Full Employment and
Balanced Growth Act of 1978."

THE PERFORMANCE OF THE ECONOMY
IN THE FIRST HALF OF 1982

The contraction in cconomic activity that began
in mid-1981 continued into the first half of 1982,
although at a diminished pacc. Declines in pro-

duction and ecmployment slowed, while sales of

automobiles improved. Real gross national prod-
uct fell at an annual rate of 4 percent between the
third quarter of 1981 and the first quarter of 1982.
With output declining, the margin of unused
plant capacity widened and the unemployment
rate rose to a postwar record.

By mid-1982, however, the recession seemed
to be drawing to a close. Inventory positions had
improved substantially, home building was be-
ginning to revive, and consumer spending ap-
peared to be rising. Nonctheless, business in-
vestment showed signs of increased weakness,
Although final demands apparently fell during
the second quarter, the rate of inventory liquida-
tion slowed, and on balance, rcal GNP apparent-
ly changed little. It, in fact, this spring or carly
summer is determined to have been the cyclical
trough, both the depth and duration of the de-
cline in activity will have been about the same as
in other postwar recessions.

The progress in reducing inflation that began
during 1981 continued in the first half of 1982,
The greatest improvement was in prices of food
and cncrgy—which benefited from favorable
supply conditions—but increases in price mea-
sures that exclude these volatile items also have
slowed markedly. Morcover, increases in em-
ployment costs, which carry forward the mo-

1. The charts tor the report are available on request from
Publications Services, Board of Governors of the Federal
Reserve System, Washington, D.C. 20551.

mentum of inflation, have diminished considera-
bly. Not only have wage increases cased for
union workers in hardpressed industrics as a
result of contract concessions, but wage and
fringe benefit increases also have slowed for
nonunion and white-collar workers in a broad
range of industrics. In addition there has been
increasing use of negotiated workrule changes as
well as other cfforts by business to enhance
productivity and trim costs. At the same time,
purchasing power has been rising; real compen-
sation per hour increased | percent during 1981
and rosc at an annual rate of about 3 percent over
the first half of 1982,

Interest Rates

As the recession developed in the autumn of
1981, short-term interest rates moved down sub-
stantially. However, part of this decline was
retraced at the turn of the year as the demand for
money bulged and reserve positions tightened.
After the middle of the first quarter, short-term
rates fluctuated but gencrally trended down-
ward, as moncy—particularly the narrow mea-
sure, Ml—grew slowly on average and the weak-
ness in cconomic activity continued. In mid-July,
short-term rates were distinetly below the peak
levels reached in (980 and 1981. Nonetheless,
short-term rates were still quite high relative to
the rate of inflation.

Long-term intcrest rates also remained high
during the first half of 1982. In part, this reflected
doubts by market participants that the improved
price performance would be sustained over the
longer run. This skepticism was related to the
fact that, during the past two decades, cpisodes
of reduced inflation have been short-lived, fol-
lowed by reacceleration to even faster rates of
pricc increase, High long-term rates also have
been fostered by the prospect of huge deficits in
the federal budget even as the cconomy recov-
ers. Fears of deepening deficits have affected
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expectations of future credit market pressures,
and perhaps also have sustained inflation expec-
tations. The resolution on the 1983 fiscal year
budget that was adopted by the Congress repre-
sents a beginning effort to deal with the prospect
of widening deficits; and the passage of imple-
menting legislation should work in the direction
of reducing market pressures on interest rates.

Domestic Credit Flows

Aggregate credit flows to privale nonfinancial
borrowers increased somewhat in the first half of
1982 from the reduced pace in the sccond half of
1981, according to very preliminary estimates.
Business borrowing rose while houscholds re-
duced further their use of credit. Borrowing by
the federal government increased sharply in late
1981, after the 5 percent cut in personal income
tax rates, and remained near the new higher level
on a seasonally adjusted basis during the first
half of 1982. Reflecting uncertainties about the
future economic and financial environment, both
lenders and borrowers have shown a strong
preference for short-term instruments.

Much of the slackening in credit flows to
nonfinancial sectors in the last part of 1981 was
accounted for by households, particularly by
household mortgage borrowing. Since then,
mortgage credit flows have picked up slightly.
The advance was encouraged in part by the
gradual decline in mortgage rates from the peaks
of last fall. In addition, households have made
widespread use of adjustable-rate mortgages and
“‘creative’’ financing techniques—including rela-
tively short-term loans made by sellers at below-
market interest rates and builder ‘‘buydowns.”
About two-fifths of all conventional mortgage
loans closed recently were adjustable-rate instru-
ments, and nearly three-fourths of existing home
transactions reportedly involved some sort of
creative financing.

Business borrowing dropped sharply during
the last quarter of 1981, primarily reflecting
reduced inventory financing needs. However,
use of credit by nonfinancial corporations rose
significantly in the first half of 1982, despite a
further drop in capital cxpenditures. The high
level of bond rates has discouraged corporations
from issuing long-term debt, and a relatively

large share of business borrowing this ycar has
been accomplished in short-term markets—at
banks and through sales of commercial paper.
The persistently large volume of business bor-
rowing suggests an accumulation of liquid assets
as well as an intensification of financial pressures
on at least some firms. Signs of corporate stress
continue to mount, including increasing numbers
of dividend reductions or suspensions, a rising
fraction of business loans at commercial banks
with interest or principal past due, and relatively
frequent downgradings of credit ratings.

After raising a record volumc of funds in U.S.
credit markets in 1981, the federal government
continued to borrow at an extraordinary pace
during the first half of 1982 as receipts (national
income and product accounts basis) fell while
expenditures continued to rise. Owing to the
second phasc of the tax cut that went into effect
on July 1 and the effects on tax revenues of the
recession and reduced inflation, federal credit
demands will expand further in the period ahead.

Consumption

Personal consumption expenditures (adjusted for
inflation) fell sharply in the fourth quarter of
1981, but turned up early in 1982 and apparently
strengthened further during the second quarter.
The weakness in consumer outlays during the
fourth quarter was concentrated in the auto
sector, as total sales fell to an annual rate of 7.4
million units—the lowest quarterly figure in more
than a decade—and sales of domestic models
plummeted to a rate of 5.1 million units.

Price rebates and other sales promotion pro-
grams during the early months of 1982 provided a
fillip to auto demand, and sales climbed to a rate
of 8.1 million units. Auto markets remained firm
into the spring, boosted in part by various pur-
chase incentives. But as has generally occurred
when major promotions have ended, auto pur-
chases fell sharply in June. Outside the auto
sector, retail sales at most types of stores were
up significantly for the second quarter as a
whole. Even purchases at furniturc and appli-
ance outlets, which had been on a downtrend
since last autumn, increased during the spring.

Real after-tax income has continued to edge
up, despite the sharp drop in output during the



recession. The advance reflects not only typical
cyclical increasces in transter payments but also
the reduction in personal incomc tax rates on
October 1. Houscholds initially saved a sizable
proportion of the tax cut, boosting the personal
saving rate from 5% percent in mid-1981—about
equal to the average of the late 1970s and carly
1980s—to 6.1 percent in the fourth quarter of
1981. During carly 1982, however, consumers
increased spending, partly to take advantage of
price markdowns for autos and apparel, and so
the saving rate fell.

Business Investment

As typically occurs during a recession, the con-
traction in business fixed investment has lagged
behind the decline in overall activity. Indeed,
even though real GNP dropped substantially
during the first quarter of 1982, real spending for
fixed business capital actually rose a bit. An
especially buoyant clement of the investment
sector has been outlays for nonfarm buildings—
most notably, commercial office buildings, for
which appropriations and contracts often are set
a year or more in advance.

In contrast to investment in structures, busi-
ness spending for new cquipment showed little
advance during 1981 and weakened considerably
in the first half of 1982. Excluding business
purchases of new cars, which also were buoyed
by rebate programs, real investment in produc-
ers’ durable equipment fell at an annual rate of 2
percent in the first quarter. The decline evidently
accelerated in the sccond quarter. In April and
May, shipments of nondefense capital goods,
which account for about 80 percent of the spend-
ing on producers’ durable cquipment, averaged
nearly 3 percent below the first-quarter level in
nominal terms. Moreover, sales of heavy trucks
dropped during the second quarter to a level
more than 20 percent below the already de-
pressed first-quarter average.

Businesses liquidated inventorics at a rapid
rate during late 1981 and in the first half of 1982,
The adjustment of stocks followed a sizable
buildup during the summer and autumn of last
year that accompanied the contraction of sales.
The most prominent inventory overhang by the
end of 1981 was in the automobile sector as sales

Monetary Policy Report to Congress 445

fell precipitously. However, with a combination
of production cutbacks and salcs promotions, the
days’ supply of unsold cars on dealers lots had
improved considerably by spring.

Manufacturers and nonauto retailers also
found their inventorics rising rapidly last au-
tumn. Since then, manufacturers as a whole have
liquidated the accumulation that occurred during
1981, although some problem arcas still exist—
particularly in primary metals. Stocks held by
nonauto retailers have been brought down from
their cyclical peak, but they remain above pre-
recession icvels.

Residential Construction

Housing activity thus far in 1982 has picked up
somewhat from the depressed level in late 1981.
Housing starts during the first five months of
1982 were up 10 percent on average from the
fourth quarter of 1981. The improvement in
home building has been supported by strong
underlying demand for housing services in most
markets and by the continued adaptation of real
estate market participants to nontraditional fi-
nancing techniques that facilitate transactions.

The turnaround in housing activity has not
occurred in all areas of the country. In the south,
home sales increased sharply in the first part of
1982, and housing starts rose 25 percent from the
fourth quarter of 1981. In contrast, housing starts
declined further, on average, during the first five
months of 1982 in both the west and the industri-
al north central states.

Government

Federal government purchases of goods and
services, measured in constant dollars, declined
over the first half of 1982. The decrease occurred
entirely in the nondefense area, primarily reflect-
ing a sharp drop in the rate of inventory accumu-
lation by the Commodity Credit Corporation
during the spring quarter. Purchases by the Com-
modity Credit Corporation had reached record
levels during the previous two quarters, owing to
last summer’s large harvests and wecak farm
prices. Other nondefense outlays fell slightly
over the first half of the year as a result of cuts in
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employment and other expenditures under many
programs. Real defense spending apparently rose

over the first half of the year, and the backlog of

unfilled orders grew further. The federal deficit
on a national income and product account basis
widened tfrom $100 billion at the end of 1981 to
about $130 billion during the spring of this ycar.
Much of this increase in the deficit reflects the
cffects of the recession on federal expenditurcs
and receipts.

At the state and local government level, real
purchases of goods and services fell further over
the first half of 1982 after having declined 2
percent during 1981. Most of the weakness this
year has been in construction outlays as employ-
ment levels have stabilized after large reductions
in the federally funded program (under the Com-
prehensive Employment and Training Act) led to
sizable fayoffs last year. The declines in state and
local government activity in part reflect fiscal
strains associated with the withdrawal of federal

support for many activities and the effects of

cyclically sluggish income growth on tax rc-
ceipts. Because of the scrious revenue problems,
several states have incrcased sales taxes and
excise taxes on gasoline and alcohol.

International Payments and Trade

The weighted-average value of the dollar, after
having declined about 10 percent from its peak
last August, began to strengthen sharply again
around the beginning of the year, and since then
it has appreciated nearly 15 percent on balance.
The appreciation of the dollar has been associat-
ed to a considerable extent with the declining
inflation rate in the United States and the rise in
dollar interest rates relative to yields on assets
denominated in foreign currencies.

Reflecting the effects of the strengthening dol-
lar, as well as the slowing of economic growth
abroad, real exports of goods and services have
been decreasing since the beginning of 1981, The
volume of imports other than oil, which rose
fairly steadily throughout last ycar, dropped
sharply in the first half of 1982, owing to the

weakness of aggregate demand—cspecially for

inventories—in the United States. In addition,
both the volume and the price of imported oil fell

during the first half of the year. The current
account, which was in surplus for 1981 as a
whole, recorded another surplus in the first half
of this year as the value of imports fell more than
the value of exports.

Labor Markets

Employment has declined ncarly 1% million
since the peak rcached in mid-1981. As usually
happens during a cyclical contraction, the largest
job losses have been in durable goods manufac-
turing industries—such as autos, steel, and ma-
chinery—as well as at construction sites. The job
losses in manufacturing and construction during
this recession follow a limited recovery from the
1980 recession; as a result, cmployment levels in
thesc industries are more than 10 percent below
their 1979 highs. In addition, declines in aggre-
gate demand have tempered the pace of hiring at
service industries and trade establishments over
the past year. As often happens ncar a business-
cycle trough, employment fell faster than output
in early 1982 and labor productivity showed a
small advance after having declined sharply dur-
ing the last half of 1981.

Since mid-1981 the overall unecmployment rate
has risen 2% percentage points to a postwar
record of 9% percent. The cffects of the reces-
sion have been most severe in the durable goods
and construction industries, and the burden of
rising unemployment has becn relatively heavy
on adult men who tend to be more concentrated
in these industries. At the same time, joblessness
among young and inexperienced workers re-
mains e¢xtremcly high; hardest hit have been
black male teenagers who ¢xperienced an unem-
ployment rate of nearly 60 percent in Junc 1982.

Reflecting the persistent slack in labor mar-
kets, most indicators of labor supply also show a
significant weakening. For example, the number
of discouraged workers—that is, persons who
report that they want work but are not looking
for jobs because they believe they cannot find
any—has increased by nearly a half million over
the past year, continuing an upward trend that
began before the 1980 recession. In addition, the
labor force participation ratc—the proportion of
the working-age population that is employed or



actively sceking jobs—has been essentially flat
for the last two years alter rising about Y2 per-
centage point annually between 1975 and 1979.

Prices and Labor Costs

A slowing in the pacc of inflation, which was
evident during 1981, continued through the first
half of this year. During the first five months of
1982 (the latest data available), the consumer
price index (CPl) increased at an annual rate of
3.5 percent, sharply lower than the 8.9 percent
rise during 1981, Much of the improvement was
in encrgy and food prices as well as in the volatile
CPI1 measure of homcownership costs. But cven
excluding these items, the annual rate of increasce
in consumer prices has slowed to 5% percent this
year comparcd with 9% percent last year. The
moderation of price increases also was evident at
the producer level. Prices of capital equipment
have increased at an annual rate of 4% percent
thus far this ycar—wecll below the 9% percent
pace of 1981. In addition, the decline in raw
matcrials prices, which occurred throughout last
year, has continued in the first hall of 1982.
Gasoline prices at the retail level, which had

remained virtually flat over the sccond half of

1981, fell substantially during the first four
months of 1982, Slack domestic demand and an
overhang of stocks on world petroleum markets
precipitated the decline in prices. However, gas-
olinc prices began to rise again in May in reflec-
tion of rising consumption, reduced stocks, and
lower production schedules by major crude oil
suppliers.

The rate of increase in cmployment costs

decelerated considerably during the first hall of

1982. The index of average hourly carnings, a
measure of wage trends for production and non-

supervisory personnel, rose at an annual rate of

6% percent over the first half ot this ycar,
compared with an increase ol 84 percent during
1981. Part of the slowing was duc to carly
negotiation of expiring contracts and renegotia-
tion of existing contracts in a number ol major
industries. These wage concessions are expected
to relieve cost pressures and to enhance the
competitive position of firms in these industrics.
Increases in {ringe bencelits, which generally
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have risen faster than wages over the years, also
are being scaled back, Because wage demands,
not to mention direct escalator provisions, are
responsive to price performance, the progress
made in reducing the rate of inflation should
contribute to further moderation in labor cost
pressures.

Tire GROW LI OF MONEY AND CREDEE
INTHE FIRST HALE 01 (Y87

The annual targets for the monctary aggregates
announced in February were chosen to be con-
sistent with continued restraint on the growth of
money and credit in order to cxert sustained
downward pressure on inflation. At the same
time, these targets were expected to result in
sufficient money growth to support an upturt in
cconomic activity. Mcasured from the fourth
quarter of 1981 to the fourth quarter of 1982, the
growth ranges for the aggregates adopted by the
Federal Open Market Committee (FOMC) were
as follows: for M1, 2% to 5V percent; for M2, 6
to 9 pereent; and for M3, 6% to 9% percent. The
corresponding range specificd by the FOMC for
bank credit was 6 to 9 pereent.?

When the FOMC was deliberating on its annt-
al targets in February, (the Committee was aware
that M1 alrcady had risen well above its average
level in the fourth quarter of 1981, In light of the
financial and cconomic backdrop against which
the bulge in M1 had occurred. the Committee
believed it likely that there had been an upsurge
in the public’s demand for liquidity. 1t also
seemed probable that this strengthening of mon-
cy demand would unwind in the months ahcad.
Thus, under these circumstances and given the
relatively low base for the M1 range for 1982, it
did not appcear appropriate to scek an abrupt
return 1o the annual target range, and the FOMC

2. Because of the authorization of international banking
facilitics (IBFs) on December 3, 1981, the bank credit data
starting in December 1981 are not comparable with carlier
data. The target for bank credit was put in terms of” annua-
lized growth mceasured from the average of December 1981
and January (982 to the average level in the fourth quarter ot
1982 so that the shift of assets to IBEs that occurred at the
turn of the year would not have a major impact on the pattern
of growth,
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indicated its willingness to permit M1 to remain
abovc the range for a while. At the same time,
the FOMC agreed that the expansion in M1 for
the year as a whole might appropriately be in the
upper part of its range, particularly it available
evidence suggested the persistence of unusual
desires for liquidity that had to be accommodat-
cd to avoid unduc financial stringency.

In setting the annual target for M2, the FOMC
indicated that M2 growth for the year as a whole
probably would be in the upper part of its annual
range and might slightly ¢xceed the upper limit.
The Committee anticipated that demands for the
assets included in M2 might be enhanced by new
tax incentives such as the broadened eligibility
for individual retirement and Keogh accounts, or
by further deregulation of deposit rates. The
Committec expected that M3 growth again would
be influenced importantly by the pattern of busi-
ness financing and, in particular, by the degree to
which borrowing would be focused in markets
for short-term credit.

As anticipated—and consistent  with  the
FOMC’s short-run targets—the surge in Ml
growth in December and January was tollowed
by appreciably slower growth. After January,
MI increased at an annual rate of only 1%
percent on average, and the level of M1 in June
was only slightly above the upper end of the
Committee's annual growth range. From the
fourth quarter of 1981 to June, M1 increased at a
5.6 percent annual rate. M2 growth so far this
year also has run a bit above the FOMC’s annual
range; from the fourth quarter of 1981 through
June, M2 increased on average at an annual rate
of 9.4 percent. From a somewhat longer perspec-
tive, M1 has increascd at an annual rate of 4.7
percent, measuring growth from the first half of
1981 to the first half of 1982 and abstracting from
the shift into NOW accounts in 1981; and M2 has
grown at a 9.7 percent annual rate on a half-year
over half-year basis.

Although M1 growth has becen moderate on
balance thus far this year, that growth has con-
siderably exceeded the pace of incrcase in nomi-
nal GNP. Indeed, the first-quarter decline in the
income velocity of M1—that is, GNP divided by
Ml—was extraordinarily sharp. Similarly, the
velocity of the broader aggregates has been un-
usually weak. Given the persistence of high

interest rates, this pattern of velocity behavior
suggests a heightened demand for M1 and M2
over the first half.

The unusual demand for M1 has been focused
on its negotiable order of withdrawal account
component. After the nationwide authorization
of NOW accounts at the beginning of 1981, the
growth of such deposits surged. When the aggre-
gate targets were reviewed this past February, a
variety of evidence indicated that the major shift
from conventional checking and savings ac-
counts into NOW accounts was over; in particu-
lar, the rate at which new accounts were being
opened had dropped off considerably. As a result
of that shift, however, NOW accounts and other
interest-bearing checkable deposits had grown to
account for almost 20 percent of MI by the
beginning of 1982. Subsequently, it has become
increasingly apparent that M| is more sensitive
to changes in the public’s desire to hold highly
liquid assets.

M1 is intended to be a measure of money
balances held primarily for transaction purposes.
However, in contrast to the other major compo-
nents of Ml—currency and conventional check-
ing accounts—NOW accounts also have some
characteristics of traditional savings accounts,
Apparently reflecting precautionary motives to a
considerable degreec, NOW accounts and other
interest-bearing checkable deposits grew surpris-
ingly rapidly in the fourth quarter of fast year and
the first quarter of this year. Although growth in
this component has slowed recently, its growth
from the fourth quarter of last year to June has
been 30 percent at an annual rate. The other
components of M [ increased at an annual rate of
less than 1 percent over this same period.

Looking at the components of M2 not also
included in M1, the so-called nontransaction
components, these items grew at a 10% percent
annual rate from the fourth quarter of 1981 to
June. General-purpose and broker—dealer money
market mutual funds were an especially strong
component of M2, increasing at an annual rate of
almost 30 percent this year. Compared with last
year, however, when the assets of such money
funds more than doubled, this year’s increase
represents a sharp deceleration.

Perhaps the most surprising development af-
fecting M2 has been the behavior of conventional



savings deposits. After declining in cach of the
past four ycars—falling 16 percent last year—
savings deposits have increasced at an annual rate
of about 4 percent thus far this year. This turn-
around in savings deposit flows, taken together
with the strong increasc in NOW accounts and
the still substantial growth in moncey funds, sug-
gests that stronger preferences to hold safe and
highly liquid financial assets in the current reces-
sfonary environment arc bolstering the demand
for M2 as well as for M1,

M3 increasced at an annual rate of 9.7 percent
from the fourth quarter of 1981 to June, just
above the upper end of the FOMC’s annual
growth target. Larly in the year, growth of M3
was relatively moderate as a strong risc in large-
denomination CDs was offset by declines in term
RPs and in money market mutual funds restrict-
ed to institutional investors, During the second
quarter, however, M3 showed a larger increase;
the weakness in its term RP and moncy fund
components subsided and hcavy issuance of
large CDs continued. With growth of ‘‘core
deposits’ relatively weak on average, commer-
cial banks borrowed heavily in the form of large
CDs to fund the increasc in their loans and
investments.

Commercial bank credit grew at an annual rate
of 8.3 percent over the first half of the year, in
the upper part of the FOMC’s range for 1982.
Bank loans have incrcased on average at an
annual rate of about 9%2 percent, with loans to
nonfinancial businesscs expanding at an annual
rate of 14 percent. In past cconomic downturns,
business loan demand at banks has tended to
weaken, but consistently high long-term interest
rates in the current recession have induced cor-
porations to meet the bulk of their external
financing needs through short-term borrowing.
Real estate loans have increased at an annual
rate of 7% percent this year, somewhat slower
than the growth in cach of the past two years.
Consumer loans outstanding during the first half
of the year have grown at the same sluggish pace
of 3 percent experienced last year. The invest-
ment portfolios of banks have expanded at an
annual rate of about 5 percent, with the rate of
increase in U.S. government obligations about
twice as large as the growth in holdings of other
types of securitics.
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THE FEDERAL RESERVE'S OBJECTIVES
FOR GROWTH OF MONEY AND CREDIT

There is a clear need today to promote higher
levels of production and cmployment in our
cconomy. The objective of Federal Rescerve poli-
¢y 1s to create an cnvironment conducive to
sustained recovery in business activity while
maintaining the financial discipline nceded to
restore reasonable price stability. The cxperi-
ence of the past two decades has amply demon-
strated the destructive impact of inflation on
cconomic performance. Because inflation cannot
persist without excessive monetary expansion,
appropriately restrained growth of money and
credit over the longer run is critical to achicving
lasting prosperity.

The policy of firm restraint on monctary
growth has contributed importantly to the recent
progress toward reducing inflation. But when
inflationary cost trends remain entrenched, the
process of slowing monetary growth can entail
cconomic and financial stresses, especially when
so much of the burden of dealing with inflation
rests on monetary policy. These strains—reflect-
ed in reduced profits, liquidity problems, and
balance sheet pressurcs—oplace particular hard-
ships on industries, such as construction, busi-
ness cquipment, and consumer durables, that
depend heavily on credit markets.

Unfortunately, these stresses cannot be casily
remedicd through accelerated money growth,
The immediate cffcet of cncouraging faster
growth in moncy might be lower interest rates,
especially in short-term markets. In time, how-
ever, the attempt 1o drive interest rates lower
through a substantial rcacceleration of money
growth would founder, for the result would be to
embed inflation and cxpectations of inflation
even more deeply into the nation’s economic
system. It would mecan that this recession was
another wasted, painful cpisode instead of «a
transition to a sustained improvement in the
economic environment. The present and pro-
spective pressures on financial markets urgently
necd to be eased not by relaxing discipline on
moncey growth, but by adopting policics that will
ensurc a lower and declining federal deficit,
Morcover, a return to financial health will re-
quire the adoption of more prudent credit prac-
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tices on the part of private borrowers and lenders
alike.

In reviewing its targets for 1982 and setting
tentative targets for 1983, the FOMC had as its
basic objective the maintenance of the longer-
range thrust of monetary discipline in order to
reduce inflation further, while providing suffi-
cient money growth to accommodate exceptional
liquidity pressures and support a sustainable
recovery in economic activity. At the same time,
the Committee recognized that regulatory ac-
tions or changes in the public’s financial behav-
ior might alter the implications of any quantita-
tive monetary goals in ways that cannot be fully
predicted.

In light of all these considerations, the Com-
mittee concluded that a change in the previously
announced targets was not warranted at this
time. Because of the tendency for the demand for
money to run strong on average in the first half,
and also responding to the congressional budget
resolution, careful consideration was given to the
question of whether some raising of the targets
was in order. However, the available evidence
did not suggest that a large increase in the ranges
was justified, and a small change in the ranges
would have represented a degree of “‘fine tun-
ing”’ that appeared inconsistent with the degree
of uncertainty surrounding the precise relation-
ship of money to other economic variables at this
time. However, the Committee concluded, based
on current evidence, that growth this year
around the top of the ranges for the various
aggregates would be acceptable.

The Committee also agrecd that possible shifts
in the demand for liquidity in current cconomic
circumstances might require morc than ordinary
elements of flexibility and judgment in assessing
appropriate needs for money in the months
ahead. In the near term, measured growth of the
aggregates may be affected by the income tax
reductions that occurred on July I, by cost-of-
living increases in social security benefits, and
by the ongoing difficulties of accurately account-
ing for seasonal movements in the money stock.
But more fundamentally, it is unclear to what
degree businesses and households may continue
to wish to hold unusually large precautionary
liquid balances. To the extent the cvidence sug-
gests that relatively strong precautionary de-
mands for money persist, growth of the aggre-

gates somewhat above their targeted ranges
would be tolcrated for a time and still would be
consistent with the FOMC’s general policy
thrust.

Looking ahead to 1983 and beyond, the FOMC
remains committed to restraining money growth
in order to achieve sustained noninflationary
economic expansion. At this point, the FOMC
feels that the ranges now in effect can appropri-
ately remain as preliminary targets for 1983.
Because monetary aggregates in 1982 more likely
than not will be close 1o the upper ends of their
ranges, or perhaps even somewhat above them,
the preliminary 1983 targets would be fully con-
sistent with a reduction in the actual growth of
money in 1983.

In light of the unusual uncertainty surrounding
the economic, financial, and budgetary outlook,
the FOMC stressed the tentative nature of its
1983 targets. On the onc hand, postwar cyclical
experience strongly suggests that some reversal
of this year’'s unusual shift in the asset-holding
preferences of the public could be expected; with
economic activity on an upward tread, any lin-
gering precautionary motives for holding liquid
balances should begin to fade, thus contributing
to a rapid rise in the velocity of money. More-
over, regulatory actions by the Depository Insti-
tutions Deregulation Committee that increase the
competitive appeal of deposit instruments—as
well as the more widespread use of innovative
cash management techniques, such as ““sweep”’
accounts—also could reduce the demand for
money relative to income and interest rates. On
the other hand, factors exist that should increase
the attractiveness of holding cash balances. The
long upward trend in the velocity of money since
the 1950s took place in an environment of rising
inflation and higher nominal interest rates—de-
velopments that provide incentives for econo-
mizing on money holdings. As these incentives
recede, it is possible that the attractiveness of
cash holdings will be enhanced and that more
moncy will be held relative to the level of busi-
ness activity.

THE OUTLOOK FOR THE ECONOMY

The economy at midyear appears to have leveled
off after sizable declines last fall and winter.



Consumption has strengthened with retail sales
up significantly in the second quarter. New and
existing home sales have continued to fluctuate
at depressed levels, but housing starts noncthe-
less have edged up. In the business sector,
substantial progress has been made in working
off excess inventories, and the rate of liquidation
appears to have declined. On the negative side,
however, plant and cquipment spending, which
typically lags an upturn in overall activity, 1s still
depressed. And the trend in export demand
continues to be a drag on the cconomy, reflecting
the dollar’s strength and weak cconomic activity
abroad.

An evaluation of the balance of economic
forces indicates that an upturn in cconomic activ-
ity is highly likcly in the second half of 1982,
Monetary growth along the lines targeted by the
FOMC should accommodate this ¢xpansion in
real GNP, given the increases in velocity that
typically occur carly in a cyclical recovery and
absent an appreciable resurgence of inflation.
The 10 percent cut in income tax rates that went
into effect July [ is boosting disposable personal
income and should reinforce the growth in con-
sumer spending. Given the improved inventory
situation, any sizable increase in consumer
spending should, in turn, be reflected in new
orders and a pickup in production. Another
element supporting growth in rcal GNP will be
the continuing rise in defense spending and the
associated private investment outlays needed for
the production of defense equipment.

At least during the initial phasce, the expansion
is likely to be more heavily concentrated in
consumer spending than in past business cycles,
as current pressures in financial markets and
liquidity strains may inhibit the recovery in in-
vestment activity, With mortgage interest rates
high, residential construction does not scem like-
ly to contribute to the cyclical recovery to the
cxtent that it has in the past. Likewise, the high
level of corporatc bond rates, and the cumulative
deterioration in corporate balance sheets result-
ing from reliance in recent years on short-term
borrowing, may restrain capital spending, espe-
cially given the considerable margin of unutilized
capacity that now exists.

The excellent price performance so far this
year has been helped by slack demand and by
exceptionally favorable energy and food supply
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developments. For that reason, the recorded rate
of inflation may be higher in the second hall.
However, prospects appear cxcellent for con-
tinuing the downtrend in the underlying rate of
inflation. As noted earlier, significant progress
has been made in slowing the rise in labor
compensation, and improvement in underlying
cost pressures should continue over the balance
of the year. Unit labor costs also are likely to be
held down by a cyclical rebound in productivity
growth as output rccovers. Morcover, lower
inflation will contribute to smaller cost-of-living
wage adjustments, which will moderate cost
pressures further.

The Federal Reserve’s objectives for moncy
growth through the end of 1983 arc designed to
be consistent with continuing recovery in cco-
nomic activity. A critical factor influencing the
composition and strength of the expansion will
be the extent to which pressures in financial
markets moderate. This, in turn, depends impor-
tantly on the progress made in further reducing
inflationary pressures. A marked decrcase in
inflation will take pressure off financial markets
in two ways. First, slower inflation will Icad to
a reduced growth in transaction demands for
money, given any particular level of real activity.
It follows that a given target for money growth
can be achicved with less pressure on intcrest
rates and accordingly less restraint on real activi-
ty, the greater is the reduction in inflation. Scc-
ond, further progress in curbing inflation wili
help lower long-term interest rates by reducing
the inflation premium contained in nominal inter-
est rates. The welcome relief in inflation scen
recently apparently is assumed by many to repre-
sent a cyclical rather than a sustained drop in
inflation. But the longer that improved price
performance is maintained, the greater will be
the confidence that a decisive downtrend in
inflation is being achieved. Such a change should
be reflected in lower long-term interest rates and
stronger activity in the interest-sensitive scectors
of the cconomy.

Another crucial influence on financial markets
and thus on the naturc of the expansion in 1983
will be the federal budgetary decisions that are
made in coming months. The budget resolution
that was rccently passcd by the House and the
Senate is a constructive first step in reducing
budget deficits as the economy recovers. How-
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ever, much remains to be done in appropriation
and revenue legislation to implement this resolu-
tion. How the budgetary process untolds will be
an important factor in determining future credit
demands by the federal government and thus the
extent to which deficits will preempt the net
savings gencrated by the private cconomy. A
strong program of budget restraint would mini-
mize pressures in financial markets and therchy
enhance the prospects for a more vigorous re-
covery in home building, business fixed invest-
ment, and other credit-dependent sectors.

Economic projections of FOMC members

Actual Projected

Item 1981 1982 1983

Changes, fourth quarter to
Sfourth quarter, percent

Nominal GNP 9.8 sWhto 7 7 to 9%
Real GNP ................ 9 Vito 12 2Vhto 4
GNP deflator 8.9 4% to 6 410 5%
Average level in the fourth

quarter, percent
Unemployment rate ....... 8.3 9to 9% 8ito 9%

In assessing the economic outlook, the individ-
ual members of the FOMC have formulated pro-
jections for several key measures of economic
performance that fall generally within the ranges

in the accompanying table. In addition to the
monetary aggregate objectives discussed carlier,
these projections assume that the federal budget
will be put on a course that over time will result
in significant reductions in the federal deficit.
Revised administration forccasts for the econ-
omy were not available at the time of the Com-
mittee’s deliberation. Our understanding, how-
ever, 18 that the administration’s midycar
budgetary review will be presented within the
framcwork of the cconomic assumptions used in
the first budget resolution. For the remainder of
1982, those assumptions imply somewhat more
rapid recovery than the range now thought most
likely by members of the FOMC, but are consis-
tent with the monetary targets outlined in this
report on the assumption of growth in velocity
characteristic of the carly stages of a number of
past recoveries. Looking further ahead, the
Committee members, like the administration and
the Congress, foresee continued economic ¢x-
pansion in [983, but currently anticipate a less
rapid rate of price increase and somewhat slower
real growth than the assumptions underlying the
budget. The monetary targets tentatively set for
1983, which will be reviewed carly next year,
would imply, under the budgetary assumptions,
relatively high growth in velocity. £l
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Barbara Negri Opper of the Banking Section of
the Bourd’s Division of Research and Stutistics
prepared this article.’

Profitability of insured commercial banks was
well maintained in 1981, The (.76 percent re-
turned on average asscts and 13.2 percent carned
on average equity capital in 1981 were slightly
below recent peaks, but werc a bit above the
averages for the preceding five years. Against a
backdrop of rising interest rates and deposit
ceiling deregulation, banks had to expand and
redistribute their assct portfolios in order to
achieve continued strong profitability. The num-
ber of banks recording extremely poor opcerating
results did increase, but it remained small; in
many instances, the problems of weaker per-
formers reflected the adverse economic circum-
stances, which contributed to a deterioration in
the quality of assets. Table 1 summarizes income
and expenses rclative to average assets for all
insured commercial banks, and table A.1 pre-
sents these data in dollar amounts.

Increases in interest expenscs attributable to
changes in liability structure and to higher money
market interest rates induced asset adjustments
by most groups of banks. Demand deposits, on
which payment of ¢xplicit interest is prohibited
by law, again declined—by necarly $50 billion—
and at the end of the year financed only 19
percent of total banking assets in contrast to 28
percent as recently as 1977. Some balances for-
merly in demand deposits were shifted to the
relatively new intercst-bearing transaction ac-
counts on which an interest ceiling of’ 5'/4 percent
applies and which grew by $43 billion. The
remaining asset growth was funded by non-
transaction claims that in gencral bear open
market interest rates, including accounts with
rate ceilings that have been liberalized or climi-

1. The data base was developed by Nancy Bowen, and
research assistance was provided by Mary McLaughlin.

nated for depositors with small balances. These
depositors arc relatively important customers of
small banks, and adjustments of asset portfolios
also were pronounced at small banks.

An above-average exposure (0 interest risk,
suggested by an imbalance between asscts and
liabilitics carrying interest rates highly respon-
sive to changing market interest rates, was signif-
icant in differentiating those banks with reduced
net interest margins from their peers. However,
those banks actually reporting losses in the scc-
ond half of 1981 appeared to have encountered
problems primarily with loan quality, as indicat-
ed by their above-average loan loss provisions.

Commercial banks with forcign offices or Edge
Act or Agreement subsidiarics cxperienced a
gain in net interest margins of foreign offices but
an erosion in net interest returns from the more
important domestic offices. The resultant reduc-
1. Income and expensc as percent of average assets,

all insured commercial banks, 1979-81!

Item 1979 | 1980 ’ 1981
Gross interest carned ... L. 8.62 9.87 11.81
Gross interest expense ... 5.50 6.78 8.75
Net interest margin .. ............ 312 3.9 3.07
Noninterest income ................ 78 89 99
Loan loss provision ..............., .24 25 .26
Other noninterest expense .......... 2.54 2.63 2.76
income before tax ... L. 1.12 1.10 1.04
TaXes? o e s 28 28 24
Other® ........... .04 -.03 - .04
Net income 80 79 76
Cash dividends declared .. ..., .. 28 29 30
Net retained carnings .............. 52 .50 46
Memo
Net interest margin,
taxable cquivalent® ... ... ..., .. 3.48 3.46 3.45
Average asscts (billions of dollars)t | 1,594 1,768 1,933

1. Average asscts are fully consolidated and net of loan loss
reserves; averages are based on amounts outstanding at the begimning
and end of cach year,

2. Includes all taxes estimated to be due on income, on extraordi-
nary gains, and on security gains.

3. Includes securities and extraordinary gains or losses (- ) before
taxes,

4. For cach bank with profits before tax greater than zervo, income
from state and local obligations was increased by [1/(1 — ¢ - 1] times
the lesser of profits betore tax or interest carned on state and local
obligations (7 is the marginal federal income tax rate.) This adjustment
approximates the equivalent pretax return on state and local obliga-
tions.
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tion in consolidated net interest margins, along
with w small increase in net noninterest ex-
penses. catsed returns on assels of these large
banks 1o decline slightly in JO81.

Dollar profits of all insured commercial hanks
increased nearly SOX billion during 1981, 1o S 14,7
hillion. Vittwally all of that increase was passed
on to sharcholders in the form ol increased cash
dividends. especially by small and medinme-sized
banks. ‘The 8.9 billion ot tncome retained in the
capital structure ol banks during 1981 was identi-
cal to that in the preceding vear. although assets
grew by 5170 billion.

INTEREST INCOM.

Gross mnterest income reliative 1o v erage assels
of all banks increased nearly 200 basis points
during 1981, This increase was about as farge at
small bunks as at money center banks. a pattern
that contrasts with the experience in the carly
stages of the 1973275 business ey ele. as shownin
chart 1. Such comparability would not be expect-
ed on the basis of the relatively larger holdings at
money center banks of loans and other asscts
carrving vields that tend to move closely with
prevailing market rutes, Whereas foun vields al
some small banks mcereased sharply during 1981,
as discussed lTater. much of the acceleration in
interest carnings at small banks is attributable to
a restructuring ol their asset porttolios botly 1o
increase the vield sensitivity of their holdings
and to reap short-run gains trom a steeply invert-
ed term structure of market vields. During 1981,
commercial banks with year-end assets of 5100
million or less added. net.
federal Tunds sold. reverse repurchase agree-
ments. and interest-bearing  deposits ol other
commercil hanks: the acquisition ot such cx-
tremely short-term instruments represented 18
pereent of the total net asset growth of small
banks and increased the fraction ol their out-
standing assets so imvested Trom ™ 1o 8 pereent
over the vear. Securities accounted tor another
31 percent of net asset growth ot small banks
leaving fess than 40 percent ol new assets allocat-
¢d 1o loan growth, well below the Traction of
outstanding small bank assets held as Toans.
Yiclds on loan portfolios held by all insured
banks increased more than 21 > percentige points

nearly 7 billion ol

during 1931 (table 2). both before and after
account is taken of provisions for potential credit
losses. Yields on securities. after estimated ad-

Justiments for taxable cquivalence. increased

much less—about ' : percentage points. 1.oan
portfolio yields increasced faster at money center
and other large banks than at small banks, con-
sistent with the lower incidence in small-hank
loan portfolios of short maturities and variable

1. Components ol interest margin

Percent of average assets

GROSS INTEREST INCOME
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interest rates. The
viclds was above average

improvement in sccurities
at small banks, which

acquired a disproportionately large volume of

investiments at a time when market rates were

well above average portlolio  vields. These
vields. and other 1981 data reterred to in the
tables. are shown for various bank size catego-

ries in table AL2: for comparable data Tor 1980.
see Burt e1in (September [981). page 668,

The share of banking asscrs allocated 1o loans
declined during 1981 (tabte 3). particubinly for
domestic-oftice portfolios. This decline was due
entirely 1o the shift by small banks from loans to
short-term investments. On a consolidated basis.
for which activity by lurge and money center
banks would carry greater weight. the allocation
of assets to loans changed little. Similarly refleet-
ing asset restructuring  undertaken by small
banks. total domestic-oftice holdings of commer

cial banks in the interest-bearing deposits off
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other banks iner
AVCTARE dASSCLs.

The composition ol commercial bank loan
portfolios was altered somewhat during 1981, In
addition to adjustments initiated by banks in
managing their porttolios. borrower demand for
consumer loans was sluggish: sales of autos.
appliances. and other durable goods traditionally
sold on credit were weak. and  consumers
seemed reluctant o incur new debt in an uncer-
in cconomic cenvironment. Consuiner loins
dropped trom 18 to 17 percent of the nearly S1.2
trillion in loans held by commercial banks. By
contrast. business loans increased from 38 to 40
percent of bank loans as businesses exhibited
unusually strong ¢y clical reliance on bank loans
in the face of unfavorable werms in the public
debt and equity markets. The shift from consum-
er 1o business loans tended (o increase the re-
sponsiveness ol vields on bank portfolios to open
market rates: the share of business loans subject
1o market-based repricing through floating-rate
provisions or short maturities is much higher
than that for consumer loans.

rased from 0.6 1o 1.6 percent ol

INTLRES T EXPENST.

Gross interest expense relative to average asscts
increased nearly 200 basis points. about the same
as interest income. Small and medium-sized
banks continue to have a targe. albeir declining.
share of their assets linanced by claims carrying
fixed below-market ceilings on deposit interest

Portlolio composition as pereent ot total assets including loan loss reserves, all insured commercial banks.
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rates; the slower increase in their interest ex-
penses compared with those of larger banks, as
shown in chart 1, reflects that funding mix.

In 1981 alone, deposits subject to fixed interest
ceilings declined from four-tenths to three-tenths
of total interest-bearing liabilities of small banks.
As recently as the end of 1978, almost 80 percent
of the interest-bearing liabilities of small banks
were subject to fixed interest ceilings such as are
currently in force on negotiable order of with-
drawal (NOW) and passbook accounts and on
some small time deposits. (At large banks, the
decline in issuance of fixed-ceiling passbook and
small time deposits essentially occurred long
ago; their respective proportions were three-
tenths in 1978 and slightly more than two-tenths
in 1981,) The change in the composition of small-
bank liabilities reflects almost entirely the evolu-
tion in the structure of interest ceilings on small
time deposits, as the proportion of large certifi-
cates of deposit (CDs) and other money market
instruments has remained at slightly less than 20
percent of their interest-bearing claims since the
mid-1970s.

The deposit most responsible for the change in
the liability structure at small banks is the six-
month money market certificate (MMC), created
in mid-1978 with a rate ceiling linked to market
yields on six-month U.S. Treasury bills. By the
end of 1981, the MMC had grown to account for
one-third of small-bank interest-bearing liabil-
ities. Further steps were taken during 1981 that
enhanced the ability of depository institutions to
offer the public attractive instruments carrying
longer maturities. The one-year ‘‘all savers cer-
tificate’’ was authorized by the Congress for
issuance during the 15-month period between
October 1, 1981, and December 31, 1982; this
account carries a tax-free yield set at 70 percent
of the investment yield on new one-year U.S.
Treasury bills. In the late summer, the Deposi-
tory Institutions Deregulation Committee
(DIDC) removed the ‘‘cap’ on the interest rate
ceiling on the 2!'/2-year small saver certificate
(SSC) so that offering yields on this account
freely could follow increases in market yields on
U.S. Treasury securities; and near the end of the
year, in the first example of total deregulation
since 1974, DIDC removed all constraints on the
interest rates that depositories could offer on

individual retirement account and Keogh depos-
its maturing in 1'/2 years or more. During 1981,
SSCs grew from 8 to 12 percent of all interest-
bearing claims outstanding at small banks; by the
end of 1981, all saver certificates had grown to 2
percent of small-bank interest-bearing liabilities.

The rapid growth in these new deposits in an
environment of fluctuating but generally increas-
ing short-term market yields contributed to a
sharp rise in effective interest rates paid on
savings and small time deposits. That increase
was larger, at 220 basis points, for small banks
than for all banks taken together (“*other depos-
its’’ in table 4) because the change in the compo-
sition of deposits was more pronounced at small
banks.

4, Rates paid for fully consolidated liabilities,
all insured commercial banks, 1979-81!

Percent

Item 1979 I 1980 I 1981

Time and savings accounts ................ 8.69 10.66 [3.38
Negotiable certificates of deposit® .. 10.52 12.56 16.42
Deposits in foreign offices ....... 11.38 14.03 17.34

Other deposits ... 6.65  8.10 10.02
Subordinated notes and debentures . ....... 841 890 10.01
Gross federal funds purchased and

repurchase agreements ............. 12.95 14.68 17.52
Other liabilities for borrowed money ... .... 9.17 11.34 14,42
Total o 9.13 11.10 13.86
MEeMmo: Not covered by regulatory ceilings? . | 11.20 13.45 16.82

1. Calculated as described in the ““Technical note,” BULLLTIN
(September 1979), p. 704.

2. Does not include nonnegotiable time deposits of $100,000 or
more.

Effective interest rates paid for large negotia-
ble CDs increased almost 4 percentage points,
even though more than one-half of the net growth
in these claims occurred during the fourth quar-
ter of 1981 when market yields had fallen sharply
from earlier peaks. Interest costs of most other
short-term liabilities increased between 3 and 3'/2
percentage points in 1981.

In addition to the influence of higher interest
costs, an increase in the proportion of asscts
funded by interest-bearing claims also exerted
upward pressure on bank interest expenses. The
share of average outstanding assets funded by
demand deposits issued by domestic offices, on
which payment of explicit interest is prohibited,
dropped about 5 percentage points in just two
years (table 5). Clearly, some of that decline
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5. Composition of financial liabilities as percent of total assets including loan loss reserves,
all insured commercial banks, 1979-81!
Average during year
Domestic Fully consolidated
Item -
1979 | 1980 l 1981 1979 [ 1980 1981
Financial claims . ....... ... . ... .. i 88.0 87.6 87.2 89.7 89.1 88.8
Demand deposits ... .. 30.3 29.1 25.1 25.3 24.0 20.8
Interest-bearing claims 57.7 58.5 62.1 64.4 65.1 68.0
Time and savings accounts ..................... 47.3 47.8 50.8 55.0 55.5 57.8
Large time? .. 15.2 155 17.2 12.7 12.8 14.2
Inforeignoffices. ... | s Ll 15.6 6.1 15.8
Other domestic ............ .. ... .. ......... 32.1 32.3 316 26.7 26.7 27.8
NOW accounts .........oov oo 7 1.2 29 6 1.0 2.4
Subordinated notes and debentures ... oL 4 4 4 4 4 3
Other borrowings . ........... ..., 2.0 1.9 1.8 2.4 23 2.3
Gross federal funds purchased and
repurchase agreements .............. ... ... 7.9 8.4 9.1 6.6 6.9 7.8
EMO
Managed liabilitics® ........... .. .. ... 0 i 25.6 20.1 28.5 37.6 38.4 40.2
Average gross asscts (billions of dollars) ............. 1,329 1,460 1,603 1,593 1.768 1,940

. Percentages are based on aggregate data and thus reflect the
heavier weighting of large banks, Data are based on averages for call
dates in December of the preceding year and June and December of
the current year.

represented shifts into intcrest-bearing transac-
tion deposits such as NOW accounts; commer-
cial banks were authorized to ofter these ac-
counts nationwide at the beginning of 1981,
subject to a 5'/4 percent interest ceiling. Banks
responded to the remainder of the shift out of
demand deposits by increasing their reliance on
large time deposits, purchases of federal funds,
and sales of sccurities under repurchase agree-
ments, all of which entail money market interest
costs that in 1981 averaged in the range of 16 to
17 percent.

NET INTEREST MARGINS

Interest income net of interest expense, the net
interest margin, declined fractionally during 1981
for all insured commercial banks taken as a
group. However, that result reflects the experi-
ence of the money center banks, for which nct
interest margins of domestic offices contracted
significantly. Net interest margins at other size
classes of insurcd commercial banks were cither
unchanged or improved, as shown in chart I.
Nearly as many commercial banks with at
least $25 million in asscts experienced increases
in net interest margins from 1980 as ¢xperienced
no change or a decline; substantially more banks
with less than $25 million in assets experienced

2. Deposits of $100,000 and over issucd by domestic oftices.

3. Large time deposits issued by domestic offices, deposits issued
by forcign offices, subordinated notes and debentures, repurchase
agreements, gross federal tunds purchased, and other borrowings.

improved net interest margins during 1981 (table
6). Looking within assct size classes, an impor-
tant factor distinguishing thosc with improved
margins from their peers was estimated interest
risk exposure, as indicated by the relationship
between assets and liabilities carrying interest
returns or costs highly sensitive to changes in
market interest rates. Specifically, commercial
banks with increased net interest margins allo-
cated significantly more asscts than did their
peers to instruments carrying yields highly re-
sponsive to changes in market rates; they also
funded a significantly smaller proportion of as-
sets with Habilitics carrying rapidly changing
interest costs. Banks with increased nct interest
margins had about the same overall magnitude
and intrayear timing of asset growth as their
peers, unlike 1980 when management of assct
growth appeared to have had a material influence
on profitability,

Another way of looking at the influence of the
relationship of “‘interest-sensitive’ asscts and
liabilities on patterns in net interest margins is to
categorize banks not by size but by specializa-
tion in their loan portfolios. Two examples are
banks with large allocations to mortgages and to
agricultural loans. Maturities of mortgage portfo-
lios tend to be considerably longer than those of
agricultural loans so that more old fixed-rate
mortgages with low yiclds still remain outstand-
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6. Factors associated with the 1980-81 change in net interest margins, all insured commercial banks!

Percent except for number of banks

Rate-sensitive assets and liabilitics? Avcﬁ%‘?!;irrl“::l‘cst Asset growth
Asscts, year-end 1981 Number Assets Liabilities 1981
. - ST I 1980 1981 R X
1980 1981 1980 L 1981 H1 H2
) (2) (3) (4) 5) (6) (7 (L)) 9
Less than $25 million
Increased margins .......... 3,733 19.4 22.0 28.3 32.5 5.13 5.78 5.1 7.0
Others........cooovvinnn 2,599 17.3 20.2 316 36.2 5.16 4.64 5.2% 7.1*
$25 million to $100 million
Increased margins .......... 2,863 16.9 19.4 309 34.3 5.03 5.51 5.1 7.3
Others..................o.. 2,951 14.4 8.2 32.8 36.8 4.75 4.27 44 6.8*
$100 million to $1 billion
Increased margins .......... 821 20.9 23.8 34.2 37.5 4.67 5.1 34 7.5
Others..................... 826 17.7 22.0 35.8 39.9 4.47 3.95 3.5+ 6.67
13 money center
Increased margins .......... 4 57.8 62.7 60.0 65.5 1.91 2.06 4.9 3.8
Others..................... 9 59.9% 63.11 60.8+ 67.87 2.19 2.06F 4.8t 2.6%
Others, $1 billion or more
Increased margins .......... 96 45.9 49.4 452 48.3 3.59 3.99 2.7 8.7
Others.............c.ooo.c. 93 39.4 43.5 44 8% 48.0 3.76 3.32 3.31 6.71

1. Differences between means are statistically significant at the .01
level except when noted by an asterisk (*), which are significant at the
.05 level, or a dagger (1), which are not within the .05 range.

2. As a percent of total assets, December 1980 and December 1981,
Rate-sensitive assets: interest-bearing deposits, federal funds sold,
reverse RPs, loans and government debt maturing in one year or less,

ing than agricultural loans; also, indications are
that acceptance of variable interest rate terms
has been occurring more rapidly in agricultural
than in mortgage markets. Banks in both groups
tend to be small, averaging in each case less than
$100 million in assets, and both have participated
in the rapid change in liabilities associated with
the introduction of variable-ceiling small time
deposits.2 However, as shown in chart 2, net
interest margins of banks specializing in agricul-
tural loans have increased—in 1981 by about as
much as at all small banks—whereas margins of
banks specializing in mortgages have declined.
Gross interest income relative to average assets
of the mortgage group increased 170 basis points
during 1981; that of all small banks increased 182
basis points, and that of the agricultural group
increased 198 basis points.

2. The mortgage group consists of commercial banks with
at least one-fourth of their assets allocated to loans secured
by real estate; in 1981, this group contained 3,400 banks, The
agricultural group consists of commercial banks with at least
one-fourth of loans at their domestic offices allocated to farm
real estate mortgages and loans made to finance agricultural
production; this group contained 4,214 banks in 1981.

and other loans with floating rates. Small banks do not report the loan
detail, so their holdings of loans to financial institutions, construction
loans, and purpose loans are included. Rate-sensitive liabilitics: large
time deposits and foreign office deposits due in one year or less,
federal funds, RPs, MMCs, and other short-term borrowings.

3. Taxable equivalent, as a percent of average assets.

The experience of small commercial banks
that utilized the MMC most extensively relative
to other sources of funds was compared with that
for small banks with the lowest degree of MMC
use (table 7). Interest expenses of the high-MMC
group were significantly higher, and net interest
margins significantly lower, than the group with
the lowest MMC use. As in 1980, but in contrast
to prior years, those banks with the lowest
utilization rate of MMCs tended to have relative-
ly large amounts of transaction deposits; what
advantage they had relative to other banks in
lower interest costs appears to have been offset
by higher noninterest operating expenses, and
the net profit rates of the two groups showed no
significant difference.

LOAN LOSSES AND OTHER
NONINTEREST INCOME AND EXPENSE

For all banks, increased loan loss provisions
accounted for a deterioration of 1 basis peint in
income relative to average assets, Large banks
other than the money center group reported a



2. Insured conunercial banks with farge mortgage and
agriculural loan portfolios

Percent ol iverage issets
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small decline in provisions for loan losses rela
tive to average asscts. Other size categories
reported increases on the order of T or 2 basis
points during [981. Loan loss provisions of
banks with large concentrations of  mortgage
loans increased about in line with those for other
small banks chart 2). Banks specializing in agr-
cultural lending reported sharply increased loan
loss provisions for the second vear. after a
prolonged period of below-average provisions.
Actual loan losses net of amounts recovered
from loans that had been previoushy charged off
as losses increased moderatelv again in 1981
(chart 3). However. the reduction in small-bank
asset allocations to loans has had the eflect. il
everyvthing else were held constant. of holding
down the statistic as shown in the chart. Thus.
the impact of a deteriorating cconomy in 1981 on
the credit guality of commercial bank loan port-
folios is indicated more clearly by the ratio
shown in table 8— loan losses measured in terms
of average loans outstanding during the vear. At
(.35 percent of average loans. that ratio Tor all
banks had cedged down. but principally becatise
the dollar volume ol net charge-ofls at Large
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T Comparison ol operating results in 1981, sniall
insured commercral bimhs with greatest and least
reliance on MMCs:
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banks remained level while their loans grew
rapidly. By contrast. for commercial banks with
ST00 million or less i assets, net charge-oll's as a
fraction of average outstanding loans increased
sharply. exceeding the peak net charge-oll rate of
O.-H pereent in 1976,

Noninterest income and expenses agaimn in-
creased more rapidly than assets. as they have in

3. Net loan iosses charged

Percent of average assets
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8. Loan portfolio losses and recoveries, all insured commercial banks, 1980-81

Millions of dollars, except as noted

Year, and size of bank' Jh(‘)‘:;m
1980
Allbanks ... .o 4,852
Less than $100 milkion ... o L 1,006

$100 million to $1 billion. .. ........... ... .. .. 988
$1 billion or more

Money Center ... 1,089
Others. ..o 1,769
1981
Allbanks ... .o 5,240
Less than $100 million ................ ... ... ... 1,107
$100 million to $1 billion. ............ ... il 1,095
$1 billion or more
Money center ......... ..o 1,175
Others. oo 1,863

Net losses

Recoveries Loan loss

Dollar Percent of provision
amount loans?

1,276 3,576 36 4,452
264 742 39 839
245 743 38 912
316 773 25 1,036
451 1,318 45 1,615

1,519 3,721 35 5,032
292 815 A3 987
280 815 .39 1,014
400 775 22 1,269
546 1,317 .40 1,762

1. Size categories are based on year-end tully consolidated assets,

recent years. Since 1978, service charges on
deposits have increased 6 basis points relative to
average assets, at lecast partially reflecting
changes in pricing associated with the transition
to NOW and other interest-bearing transaction
deposits. Income from charges and fees other
than on deposit accounts also has increcased
relative to average assets by 6 basis points since
1978; at least some of this growth may reflect
income from outstanding business loan commit-
ments and standby letters of credit, the com-
bined total of which grew from $217 billion at the
end of 1978 to $436 billion at the end of 1981,
from about 14 percent to 21 percent of assets.
About half of the 13-basis-point increase in non-
interest operating cxpenses during 1981 came
from growth in salaries and occupancy expenses.

9. Profit rates, all insured commercial banks, 197781

Percent

2. Average of beginning- and end-of-year loan balances.

PROFITABILITY AND DIVIDENDS

Before-tax profits at all insured commercial
banks edged down 6 basis points to 1.04 percent
of assets in 1981. Before-tax profitability de-
clined across all size classes but fell most at the
large money center banks.

All size groups of banks also incurred losses
from sccurities transactions and/or extraordinary
items, presumably in connection with the impact
of continued high and volatile market interest
rates on the capital values of portfolio assets.
With assets growing and the volume of liquid
short-term assets growing cven faster, losses
realized on securities portfolios were probably
related more to investment strategy than to cash-
flow needs.

Type of return and size of bank?

Return on assets?
Allbanks .o
Less than $100 milfion ... ... ... ... ...
$100 million to ST billion, .. ...
$1 billion or more
MONEY CENLET L. et e e
(018 1<

Return on equity?
Allbanks oo
Less than $100 million ... ... .. ... ..o o
$100 million to $t billion. ....... ...
$1 billion or more
Moneycenter .......... ...
[ 14 T S

1977 1978 [ 1979 [ 1980 { 1981

71 76 80 79 76
9% 1.04 1.15 1.18 1.15
82 90 96 96 91
50 53 .56 .56 53
.62 .68 72 .66 .68
1.8 12.9 13,9 13.7 13.2
12.4 13.2 14.1 14.2 13.6
12.0 13.2 13.9 13.7 12.8
11.4 12.8 14.0 14.4 13.4
1.2 12.5 13.5 12.7 12.9

1. Size categories are based on year-end fully consolidated asscts.
2. Netincome as a percent of the average of beginning- and end-ot-
year fully consolidated assets net of loan loss rescrves.

3. Net income as a percent of the average of beginning- and end-of-
year equity capital.
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10. Sources of increase in total equity capital, all insured commercial banks, 1977-81

Millions of dollars, except as noted

Retained income!
Year
Total Larec
¢ bunks?
(n (2)
5,599 2,157
7,019 2,947
8,350 3,616
8,859 3,843
8,904 4,108

Net inciease in equity Increase in equity capital from

capital retawned income (percent)

Total I.arge Column 1 Column 2

‘ banks’ column 3 column 4
(3) 4) 5 (6)
7,094 2,939 79 73
8,148 3,304 86 89
9,952 4,291 84 84
10,828 4,567 82 84
11,168 5,426 80 76

{. Net income less cash dividends declared on pretetred and
common stock.

Income taxes declined relative to average as-
sets, mitigating the impact of lower before-tax
earnings on income available for dividends and
capital retention. In 1981, nct income relative to
average assets for all banks declined 3 basis
points, only half of the shrinkage in before-tax
profits (table 9). The return on average equity
capital also edged down for all banks, but at 13.2
percent remained near the decade high reached
in 1979,

Despite the ability of commercial banks as a
group to maintain strong profitability, not all
banks successfully avoided losses associated
with risks from changing interest rates and from
the weakening of loan portfolio quality that oc-
curred during the year. More banks had cx-
penses excecding income in 1981 than in other
recent years, especially during the second half
when the economy fell into recession. Banks
with net losses during the second half of 1981 had
larger loan loss provisions relative to average
assets than their peers, as well as lower gross
interest income, both of which arc consistent
with poorer loan quality. Small unprofitable
banks had about the same rate of interest ex-
pense as profitable banks of the same size, but
among larger banks, the unprofitable institutions
had higher interest expenses.

Cash dividends declared on preferred and
common stock grew, relative to average assets,
at all except money center banks. Small in-
creases in dividends and decreases in net profit
rates brought down the rate of income retained
during 1981 to 0.46 percent of asscts. Small
banks retained less income, even in dollar terms,
than they had in 1980, while large banks in-
creased the amount of carnings retained as capi-

2. Banks with fully consolidated assets of $1 billion or more.

tal and attracted external funds as well (table 10),
Nonctheless, capital-to-asset ratios changed lit-
tle, remaining at an average 5.8 percent for all
banks and 3.9 percent for money center banks
but edging up slightly for smalier institutions.

INSURED U.S. COMMERCIAL BANKS WITIH
FOREIGN OFFICES

Commercial banks with foreign offices or Edge
Act or Agreement corporations held $1.2 trillion
in consolidated asscts at the end of 1981, an
increasc of 10 percent from a year carlier. By the
close of the year, 190 banks had such offices, 12
more than at the end of 1980,

In 1981, more of the domestic-office assets of
these banks were allocated to loans than a year
earlier, and less were allocated to interbank
business and seccuritics (table 11). At foreign
offices also, loans increased in proportion to
assets, and interbank business shrank.

Interest carncd on loans booked at foreign
offices increased 3'/a percentage points (table
12). Yields on domestic-office loans increased
less, 212 percentage points, in part reflecting a
lower incidence of short-term and floating-rate
provisions in domestic-office portfolios but also
reflecting a change in the pricing of business
loans booked at the domestic offices of these
large multinational banks. The shift in pricing,
away from the prime rate and toward lower rates
tied cxplicitly to money market instruments,
apparently represents a competitive response by
large banks to retain business loan customers
with direct access to the money markets. Interest
rates paid on all intercst-bearing liabilities of
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11. Assets and liabilities, U.S. insured commercial banks with foreign offices, December 31, 1981

Item

Securities . . .
Loans ...,

Othert L e s

Interest-bearing. . ... o
Savings and small time .. ... i
Time over $100,000 ... ... ..

Nondeposit financial claims . ........... ... .o

Federal funds purchased and reptrchase agreements ...............

Subordinated notes and debentures .. ... oo

Other liabilities for borrowed money. ..

L .

TOtal ASSEIS. .« vv v vee st iaannaressnuesonersriasersroonanionesnaans
Cash and due from banks........ ..o i i
Gross federal funds sold and reverse repurchase agreements ..........

Domestic offices Foreign offices
Billions of Percent of Billions of Percent of
dollars total dollars total
....... 849 100 394 100
....... 102 12 131 13
....... 38 4 1 *
108 13 9 2
.. 484 57 209 53
....... 117 14 44 12
791 100 394 100
566 72 319 81
198 25 12 3
...... 368 46 307 78
....... 175 22 n.a. n.a.
....... 193 24 n.i. n.a.
....... 148 19 18 4
...... 121 15 * *
....... 4 | * *
e 23 3 18 4
‘‘‘‘‘‘‘ 77 10 57 15

. Of these amounts, $33 billion represents net funds advanced by
domestic offices to their own toreign offices and $13 billion represents
net funds advanced to domestic offices by their own foreign offices.

domestic offices increased 23/4 percentage points,
more than the increase of 2!/4 percent in taxable-
equivalent returns on all interest-earning assets.
At foreign offices, effective interest rates paid for
interest-bearing claims increased 3!/4 percentage
points, slightly less than the improvement in
yields on interest-earning assets.
Noninterest-bearing deposits issued by domes-
tic offices declined from 31 percent to 25 percent
of total liabilities and were replaced by interest-
bearing transaction accounts and by claims such
as large time deposits bearing market intercst
rates. With that shift toward morec reliance on
interest-bearing liabilities and with interest costs
rising faster than interest returns, the net interest

12. Rates of return and rates paid for funds, U.S.
insured commercial banks with foreign offices,

1980-81!
Percent
r Domestic offices Foreign offices
Item e (i S -

1980 I 1981 1980 F 1981
Loans.................. 13.82 16.32 16.00 19.27
Interest-earning assets?, .. 13.24 15.53 15.06 18.47
Interest-bearing deposits . 10.11 12.91 14.03 17.34
Interest-bearing claims . .. 11.10 13.85 13.97 17.27

2. Demand deposits in domestic offices, noninterest-bearing depos-
its in foreign offices.

* Less than $500,000 or 0.5 percent.

n.a. Not available.

13. Interest income and expensc as percent of
average assets, U.S. insured commercial banks
with foreign offices, 1980-81

Domestic offices Foreign offices
Item - T - B I e

1980 1981 1980 L 1981

Gross interest income. . .. 8.67 10.24 12.37 14.96
Gross interest expense .. . 5.79 7.60 10.99 13.16
Net interest margin . . .. 2.88 2.64 1.39 1.80
Taxable equivalent'. 3.23 3.02 1.39 1.80

1. Approximated for domestic offices according to the method
described in table 1, note 4.

14. Consolidated income and expenses, U.S. insured
commercial banks with foreign offices, 1980-81

Percent of average assets

Item 1980 L 1981

Gross interest income. .. 10.08 12.13
Gross interest expense . . . 7.65 9.74
Net interest margin . .................... 2.43 2.39
Taxable equivalent' . .................. 2.68 2.66
Noninterest income.............o..o.. ..., 98 1.10
Loan loss provision....................... .24 25
Other noninterest expense................. 2.25 2.38
Income before tax ...................... 92 .86
Foreign offices?. ...................... 26 .30
Domestic offices? . .................... .66 .56
Netincome . ....oooovvviiinneenen .61 .60
International business? . . . 19 21
Domestic business? . .................... 42 39

1. Calculated as described in the ‘‘Technical note.” BULLETIN
(September 1979), p. 704.

2. Taxable equivalent approximated for domestic offices according
to the method described in table 1, note 4.

1. Approximated for domestic offices according to the method
described in table [, note.

2. See table A.3. Reflects amounts attributed, giving full allocation
of income and expense.



margins of domestic offices narrowed almost Y4
percentage point to 3.02 percent (table 13). Mar-
gins at forcign offices, responding to changes in
interest yields and costs, expanded sharply.
Overall, consolidated net interest margins of
banks with foreign offices narrowed slightly,
influenced more by domestic-office results than
by improvement at foreign offices (table [4). As
with all large commercial banks, noninterest
income and expenscs both grew more rapidly

APPENDIX TABLES

A.l. Report of income, all insured commercial banks

Amounts shown in millions of dollars
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than assets, but by roughly offsetting amounts.
The share of total income attributable to interna-
tional business increased, bolstered by the higher
net interest margins of foreign offices and by the
increased share of consolidated assets at foreign
offices. Before-tax income narrowed slightly to
0.86 percent of average assets, and net income
was maintained at only 1 basis point below the
1980 rate. 1

Item

Operating income—Total. . ... iiiiniiiiiii et
Interest
LOAMS ot e
Balances with banks ........... .00 i i i
Federal funds sold and securities purchased under
resale AgreemMEent. ... .o\ vttt s
Sccurities (excluding trading accounts)

TOtal INCOME . ..\ v ettt e e
U.S. Treasury and U.S, government agencies and corporations
States and political subdivisions.............. ..o oo
Other! ...

Trust department .. ...t
Direct lease financing ........ o i e
Service charges on deposits.............
Other charges, fees, etc.................
Other operating INCOME .. ... o

Operating expenses—Total .....c.oveiiiiiiiiiiiiiiiivineiiiane
Interest
Time and savings deposits .. ... i i
Time CDs of $100,000 or more issued by domestic offices.......
Deposits in foreign offices ... ...
Other deposits
Federa) funds purchased and securities sold under
repurchase agreements ... ..o
Other borrowed money? ...............ooooiiii o, e
Capital notes and debentures, ................ i
Salaries, wages, and employce benefits ... ... ... 0o
OCCUPANCY BXPENSE? L.t
Provision for loan losses. ... ... oo i
Other Operating eXpenses. . ...vvuvu et iiiii i,

Income before taxes and securitics gains or losses .................
Applicable income taxes......... ... o i i
Income before securities gains or losses. ...,
Net securities gains or losses (—) after taxes ................ ...
Extraordinary charges (—) or credits after taxes .................

e AT TeT03 11V N A N

Cash dividends declared . ..........co v i
MEeMoO

Numberof banks . ...
Average fully consolidated assets (billion of doflars)................

1976 l 1977 | 1978 I 1979 l 1980 l 1981

80,388 149,795 190,109

90,069 113,170 247,932
SLATL 58,881 75,948 101,942 126,663 163,171
4,459 4,860 6.662 10,561 16,035 23,935
1,979 2,471 3,664 6,106 8,750 12,236
14,333 15,140 16,432 18,755 22,968 29,333
8.362 8.835 9.335 10,630 13,400 18,037
5,116 5,338 6,003 6,928 8,131 9,671
855 67 1,094 1,197 1,437 1,635
1,795 1,980 2,138 2,375 2,738 3479
534 699 862 1,073 1,371 1,746
1,629 1,797 2,039 2517 3173 3,905
2,175 2,404 2.930 3.635 4.352 5,302
2011 1,903 2,495 2,831 4,059 5116
70,466 78,484 98,104 131,950 170,675 227,714
34,894 38,701 50,054 71,693 98,130 138,977
7,083 6,732 11,693 18,105 24.753 39,034
8745 10,216 14,559 24,523 34,941 46,696
19,066 21,753 23,802 29,065 38,436 53,248
3,305 4,536 7,247 12,218 16,707 23,786
665 816 1,452 1162 4,380 5,894
343 391 445 497 541 611
14,686 16,276 18,654 21,465 24,565 27,927
4,464 4,959 5,559 6,255 7,325 8,566
3,650 3,244 3.499 3,764 4,453 5,059
8,456 9,561 11,194 12,796 14,573 16,962
9922 11,585 15,067 17,843 19,435 20,149
2,287 2,829 4,155 4,736 5,009 4611
7,635 8.756 10,911 13,109 14,426 15,539
190 95 ~225 2350 492 —861

24 47 43 39 17 54
7,849 8,898 10,731 12,797 13.950 14,731
3,029 3,299 3,714 4,449 5,091 5,831
14,397 14,397 14,380 14,352 14,421 14,400
1,123 1,257 1,418 1,593 1,768 1,933

1. Includes interest income from other bonds, notes, debentures,
and dividends from stocks.

2. Includes interest paid on U.S. Treasury tax and loan account
balances, which were begun in November 1978,

3. Occupancy expense for bank premises plus furniture and equip-
ment expenses minus rental income received for bank premises.
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A.2. Earnings, portfolio composition, and interest rates, all insured commercial banks, 19811

Item

Interest-earning assSels. .. .o ove i e
Loans ... e

S CUIICS L o i e e s
U.S. Treasury ..o
U.S. government agencies . ..
State and local governments .
Other bonds and stock ...
Gross federal funds sold and reverse RPs ... ...
Interest-bearing deposits. . ... o oo

Financial claims ....... .. ... o o
Demand deposits ..o
Interest-bearing claims ... ... i

Time und savings deposits .. ... oo
farge time .. ..o s

In foreign offices. ...
Other domestic . ... oo in i
MMCS. .o

NOW accounts . ...
Subordinated notes and debentures ... L
Other borrowings . ..............
Gross RPs and federal funds purchased . . s
MEMO: Managed liabilities. .................. ... . ...

ON SECUTHIES .o
State and local governments ...
On0ans, gross. ... ... e e
Net of loan loss provision ... oo
Taxable cquivalent
SECUTILICS « oottt e e
Securities and gross 10ans . ... oo
For time and savings deposits
Negotiable CDs .. ..o s
In foreign offices
Other deposits.
For managed liabilities ........... .. ... ol
For all interest-bearing liabitiites ........................

Gross interest income
Gross interest expense .
Net interest margin . .
NOMNLErESt INCOME .« ..ottt
Loan 108s provision . ......c.covrieniin i
Other nonINECrEst CXPENSC . ..ot ii it aaes
Profits before tax ........... ..o i
TaXES e e e e

All

—_ 2

N Wl
S Rl SN =

9.27
6.72
16.37
15.83

11.73
15.26

16.42
17.34
10.02
16.82
13.86

Asscts

$1 billion or more

Less than $100
$100 million ';]]'”t:’lﬂ‘;:: Money center Others
Balance sheet (as percent of average consolidated assets)
90.8 88.0 79.6 81.3
53.6 54.1 57.5 54.4
29.4 25.7 6.8 14.4
9.9 8.1 2.0 4.2
7.4 5.0 8 2.2
11.5 11.9 2.7 7.5
5 7 1.3 .5
5.9 5.5 2.1 3.9
1.9 2.8 13.2 8.7
89.5 90.6 87.2 88.8
22.5 25.0 14.7 23.1
66.9 65.6 72.5 65.7
65.0 58.2 59.5 51.9
10.0 15.0 13.5 16.8
2 393 11.7
§5.0 43.0 6.6 23.2
22.5 15.8 2.3 8.2
4.0 3.6 7 2.5
2 4 2 .5
3 9 4.4 2.3
1.4 6.1 8.5 11.0
12.0 22.6 65.9 42.4
Effcctive interest rates {percent)
9.69 9.14 9.90 8.65
6.44 6.49 7.68 6.86
14.90 15.23 17.63 16.62
14.30 14.66 17.20 16.00
11.77 11.44 12.74 11.56
13.79 13.99 17.10 15.53
15.18 16.05 16.98 16.63
L 15.84 17.17 17.94
10.56 9.99 9.40 9.55
15,11 16.07 17.10 16.93

11.31 11.97 16.20 14.11

Earnings and expenses (as percent of average consolidated assets)

11.8}

11.49 11.25 12.58 11.60

7.13 7.39 10.69 8.64
4.36 3.86 1.89 2.96
.69 87 1.11 .13
28 27 21 .29
3.23 3.34 1.94 2.92
1.55 112 .86 .88
35 17 31 A5
—.06 —-.05 =02 —=.05
115 91 .53 .68
35 .39 21 31
.80 .52 32 37
4.92 4.40 2.07 3.35

1. Sece notes to tables in the text.
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A.3. Income attributable to international business of U.S. commercial banks with foreign offices, 1981

Millions of dollars

ftem Amount
Pretax income attributable to toreign offlces! . 3,453
Plus: Pretax income attributable to international business conducted in domestic oftice 1,098
Less: adjustment amount? 232
Pretax income attributable to international business 4,319
Less; All income taxes attributable to international business . 1,921
Net income attributable to international DUSINCSS . .. e 2,398
Mimo
Provision for possible loan losses attributable to international business ... ... o o 567
Noninterest income attributable to foreign offices'. .......... .. ..... 2,192
Noninterest income attributable to international business .. .. 2,761
Noninterest expense attributable to foreign oftices! . ....... .. 3,736
Noninterest expense attributable to international business. . .. 5,567
Intracompany interest income attributable to international business . 6,805
Intracompany interest expense attributable to international business . 10,028
Interest income of domestic oftices from foreign-domiciled CUSTOMETs ... .o o i 4,147
Fully consolidated
PrEtaX ICOMIC L, oLttt e 9,940
Total applicable taxes . 2,691
Ncet income'........., 6,853
Average total assets. 1,150,135
1. Including Edge Act and Agreement subsidiaries. For example, net income of foreign offices from business with (J.S.-
2. Reflects the amount necessary to reconcile the preceding two domiciled customers would be included here.
amounts with pretax income attributable to international business. 3. After gains and losses from securities transactions and extraordi-

nary items.
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Federal Reserve System Pricing:

An Overview

This report was presented by E. Gerald Corri-
gan, Chairman of the System’s Pricing Policy
Committee und President of the Federal Reserve
Bank of Minneapolis, on July 29, 1982.

My purpose today is to provide an overview of
the experience of the Federal Reserve Banks
during the first year of pricing and to share with
you our plans for the next year or so with respect
to our priced services activitics. I am sensitive to
our responsibilitics to keep depository institu-
tions informed of our intentions in this area.
Now, with a year or so of pricing expericnce
behind us, we are in a position to formulate and
articulate better a reasonably comprehensive
overview of those plans. Beforc getting into the
specific elements of our plans, let me begin by
providing perspective on where we are right now
and a brief overview of how we sec our role in
the payments area.

THE ROLE OF THE FED IN THE PRICED
SERVICES ENVIRONMENT

The basic purpose to be served by a continued
Federal Reserve presence in the payments ser-
vice area—indecd, the purposc intended by the
Congress—is to contribute to the efficiency and
integrity of the payments mechanism. As a corol-
lary to this, it is simple enough to say that as long
as we are serving that purpose, we should remain
in the business, and on the contrary if we are not
serving that purpose, we should get out of the
business. While the logic of this proposition is
clear enough, it is not so simple to develop an
operational and functional approach that should
guide our day-to-day actions.

On the surface, the issue would seem to come
down to the question, how will we know if we are
contributing to the efficiency of the payments
mechanism? In one sense the “‘market’” should

answer that question. If there are enough takers
of our services at prices that will generate suffi-
cient revenue to cover our costs in a highly
competitive market, the presumption would be
strong that our presence in the market is contrib-
uting to the underlying goal of efficiency. How-
ever, even that seemingly acid test cannot be a
sufficient guide to our conduct. For example, the
Monetary Control Act of 1980 (MCA) speaks of
costs matching revenues ‘“‘over the long run,”
giving due regard to ‘‘competitive factors and the
provision of an adequate level of such services
nationwide,”” That language alone suggests to
me—as does our initial cxperience with pricing—
that there is no cookbook-like formula that can
or should serve as a one-dimensional guide to our
actions—particularly in a context that recognizes
that we remain a public entity. Taken in histori-
cal perspective, the Federal Reserve also has
inescapable responsibilitics for the safety of the
payments mechanism as well as for insuring the
overall adequacy of payments services, We can-
not back away from these responsibilitics even in
the so-called pricing environment.

Because we do not have the luxury of a one-
dimensional guide to our actions, it will, I am
sure, come as no surprise to most of you that we
in the Federal Rescrve have given extensive
thought to devising an operational approach that
will permit us to best meet the pricing provisions
of the MCA while continuing to serve our histori-
cal public responsibilities rcgarding the pay-
ments mechanism. Our first attempt—as reflect-
ed in our initial schedule of fees—was rather
simple. We essentially calculated our costs for
each individual product, added on the privatc
sector adjustment factor (PSAF), mailed out the
resulting price schedule, and in effect let nature
run its course. Despite our conservative but
reasonable initial approach—or perhaps because
of the approach—we have learned much in our
first year of pricing.
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Let me mention a few things that stand out in
my mind. First, it does appear that Federal
Reserve prices are generally within the range of
private suppliers’ prices. That fact, in turn, im-
plies that the visible presence of our prices in the
marketplace should be working in the direction
of lowering the overall costs 1o society of pay-
ment services. Second, although we have lost
volume, literally thousands of institutions—in-
cluding approximately 3,000 nonmember institu-
tions that herctofore did not have full access to
Fed services—are sccuring at least some ser-
vices from the Fed. The fact that so many insti-
tutions choose to obtain services from the Fed
when alternatives are often readily available also
says something. We want Fed pricing to have the
desirable cffect of causing all market partici-
pants—the Fed included—to sharpen their pen-
cils in search of lower costs and better scrvices.
If we accomplish this, the operational prescnce
of the Federal Reserve in the payments mecha-
nism will contribute further to the efficiency and
integrity of the payments mechanism, while per-
mitting us to retain the capability of providing
minimal levels of services at reasonable prices in
the event such services might not otherwisc be
available.

THE TRANSITION TO PRICING

You are aware that Federal Reserve pricing is
only about a year old. As I have implied, the
transition from an environment of ‘‘giving it
away’’ to the priced and competitive setting has
not been easy. However, I suspect that our
situation, white more difficult in degree, has
something in common with the problems faced
by many financial institutions in learning to price
their products in a deregulated setting as well as
something in common with the problems the
airline industry is grappling with in the face of
deregulation. But whatever problems the banks
and the airline industry have had in adjusting to
deregulation, our problems have been different.
In part our problems are different because pric-
ing is entirely new to us, and in part because we
must not, in the interests of pricing, back away
from our essential and ongoing public responsi-
bilities.

To some extent, the situation we have faced in
making the transition to pricing was heavily
conditioned by developments that predated pric-
ing. For example, for reasons quite apart from
the prospect of pricing, the Federal Reserve
Banks had—in the years before 1980 when the
MCA was enacted—done quite a good job of
resource management. For example, between
1974 and 1980, employment in our payments
service operations was reduced morc than 17
percent and our expense growth was held signifi-
cantly below the rate of inflation. During that
same period, productivity rose a rather remark-
able 77 percent. Thus, long before pricing was
upon us, the Federal Reserve had been moving
aggressively in a direction that would serve it
well, from a cost point of view, in the pricing
environment.

If that was the good news, therc was also some
bad news. For example, in the 1978-79 period,
the Federal Reserve made a commitment to
expend tens of millions of dollars on its long-
range automation program. The rationale for this
decision was heavily, if not totally, dictated by
considerations relating to the effective discharge
of our public responsibilities—including those
related to monetary policy—rather than in antici-
pation of pricing our payments scrvices., That
program, taken in the context of the sharp reduc-
tions in personnel over the 1974-80 period, has
had the effect of significantly shifting the weight
of our costs to the “‘fixed’’ or “‘overhead”’ varie-
ty. Thus, our current cost structure is one in
which, in most cases, making quick adjustments
to even relatively modest changes in volume is
not easy nor, in some cases, even desirable.

If the transition to pricing has had its uncer-
tainties—and it surely has—none were greater
than those relating to what would happen to
Federal Reserve processing volume under pric-
ing. And our initial pricing endeavor—wire trans-
fer services—because of the nature of the prod-
uct, would tell us little about this phenomenon.
Check pricing would be the big test because it
constitutes three-quarters of our overall costs of
priced services and because alternatives to Fed
check services are so readily available in virtual-
ly every location in the country.

In any event, it is fair to say that, on balance,
the drops in volume we have experienced were
faster than we anticipated. We expected—and



welcomed—a drop in check volume due to the
emergence or reemergence of local clearing oper-
ations. We welcomed this development because
it contributed to efficiency even if it did cut into
our volume.

Let me be specific. Since pricing began and
through the first quarter of 1982, we estimate that
the total volume of our priced scervices activitics
has fallen about 20 percent. To be even more
specific, the volume of checks actually pro-
cessed by the Federal Reserve Banks has dropped
22 pereent.

Almost half of the drop in processed check
volume has been offset by a sharp rise in han-
dling of fine sort or packaged checks. Most, if not
all, of the decline in processed check volume
occurred in the period August 1981 through
February 1982. The speed with which check
volume fell off, together with the fact that the
volume drop has been very uneven from one
Federal Reserve office to another, suggests that,
in fact, much of the fall has been duc to the
resurgence of local clearing arrangements. Also
relevant is that the gains in fine-sort volume
suggest that the Federal Reserve provides a
necessary and vital coupling link between col-
lecting and paying banks that facilitates the deliv-
ery and settlement of those payments.

Whatever its origins, the drops in volume have
put the Fed in a difficult position with respect to
the task of generating sufficient revenues to
cover its costs and the PSAF. Sharp resource
adjustments have been made because our Sys-
temwide work force in check opcrations is ¢x-
pected to drop more than 10 percent in 1982,
However, while the amount of real resources
devoted to our priced services activitics has
remained about flat in the last year or so, de-
clings in volume and the risc in nominal costs
have produced a short-run divergence between
our costs (including the PSAF) and our revenucs,
For example, in February that gap rcached 28
percent, but preliminary cstimates suggest that
by May the gap had becn narrowed to a little less
than 18 percent. Such a gap means that as of
May, we were covering almost all costs except
the 16 percent PSAF. As we sce it, however, our
shortfall does not so much reflect the fact that we
are wildly out of linc in costs or prices as much as
it does the difficultics of adjusting our cost struc-
ture in the short run and the “‘mechanical”
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problems that arc associated with a first cut at
pricing.

Against this background, in February we be-
gan a basic reasscssment of our approach to
pricing. In that process, considerable weight was
given to developing plans that would permit an
orderly narrowing and climination of the cost-
revenue gap growing out of the declines in vol-
umc that have been cxpericnced. Thus, the pro-
gram we have embarked upon anticipates that by
the fourth quarter of 1982 the Reserve Banks, as
a group, will be generating sufficient revenues to
cover all costs and part of the PSAF. Scveral
individual Banks that have cxpericnced more
modest drops in volume arc expected to cover all
costs and the full amount of the PSAF in that
time frame. On the other hand, a couple of Banks
that have had substantial drops in volume will
take longer to make the adjustments nceded to
match revenues with costs. In any cvent, we
expect that all Reserve Banks will have made the
transition to a cost-plus-PSAF-revenue match
by late 1983,

The cost-revenue gap situation brought into
sharp focus a scries of both strategic and tactical
questions concerning our approach to pricing.
Indeed, given the drops in volume and the result-
ing cost-revenue gaps, we had three basic
choices. First, we could simply conclude that we
should begin a planned, wholesale withdrawal
from the payments business; second, we could
drift along in much the same mode as that
adopted in our first year of pricing and more or
less let the cards fall where they may; or third,
we could take a more responsive and flexible
approach to pricing.

We have chosen the third alternative after duc
consideration and for a number of recasons. On
thc onc hand, a planned withdrawal from the
payments business docs not seem compatible
with the objective of working toward the efficien-
cy of the payments mechanism or with those
other essential public responsibilitics mentioned
carlier. Morcover, most financial institutions—
small and large alike—scem to agrec that the
Federal Reserve must play a role in the payments
process. This, of course, docs not mean that we
will not drop an individual service component
when the market tells us we have nothing to otfer
or when no public benefit is associated with our
activities. Nor does it mean that, in timec, we
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would not drop full lines of service if events so
dictate. However, it does say that we should
make an honest effort to maintain a viable pres-
ence when that presence is demonstrably com-
patible with the goal of efficiency and with our
overall public responsibilities.

We have also concluded that a continuation of
the passive—if not mechanistic—approach we
had initially adopted was not likely to provide
much of a test of the extent to which the Fed’s
operational presence in payments activities was
working to increase overall efficiency. Thus, if
we are genuinely to help insure that payment
services are delivered in the most effective and
cheapest manner possible, we should emphasize
a coordinated program of cost containment,
product enhancement, and product promotion.
This emphasis does not mean that we will behave
as a private correspondent bank; we are a public
institution and will remain so. Similarly, this
approach does not mean that we covet any
particular share of the market. Our fundamental
mission, as we see it, is to contribute to the
efficiency and safety of the payments mecha-
nism, and the program 1 will outlinc below has
been developed with this underlying objective
fully in mind.

PROSPECTIVE CHANGES IN CHECK
SERVICES AND PRICES

In mid-August the Federal Reserve Banks will be
announcing new check prices and services,
which will take effect on September 30, 1982, In
the same general time trame we will be implc-
menting a number of important changes in ser-
vice levels, making a modified approach to price
determination, and completing the job of elim-
inating or pricing Federal Reserve float. To put
the overall program into perspective, let me
comment briefly on the major elements of the
check repricing effort.

Price-Setting Methodology

The new check prices to be promulgated in mid-
August reflect some departure from our earlier
pricing methodology. As mentioned earlier, our

initial price setting cxercise was rigid, mechanis-
tic, and solely driven by costs. No effort was
made to price in a manner that recognized that
the value of some services might be different
from their ‘‘costs’’ nor was any cffort made to
take account of prevailing market practices.

Essentially, the new pricing approach starts
with the proposition that, for the full line of
check processing services, costs (including the
PSAF) and revenue must match. However, with-
in the overall check service line, we wanted to
build in more flexibility to vary prices in line with
market forces. Therefore, the approach we have
adopted is that, for any individual product within
an overall service line, the prices must at least
cover direct production costs. Of course any
shortfall from total cost recovery for one product
in the check service line must be compensated
for in the prices of other check products. In
effect, therefore, we have built an element of
flexibility into the pricing methodology that per-
mits overhead costs to be spread among individ-
ual components of an overall service line in
accordance with judgments concerning the rela-
tive demand for these individual service compo-
nents. Rigorous control and monitoring proce-
dures have been established to insure that this
added degree of flexibility is used conservatively
and judiciously. We believe that such flexibility
is a more appropriate approach to pricing and
that it is more in line with typical pricing prac-
tices.

The adoption of this approach to pricing will,
of course, mean that our prices, when published
in mid-August, will look a bit different than they
do today. It also means that there could be more
variability in specific prices among Federal Re-
serve offices. By and large, however, the extent
to which this added flexibility has been used by
the Reserve Banks will be quite limited. The
most important and widespread use of this tech-
nique will be reflected in prices for certain types
of cash letter deposits for which we have made
major improvements in availability and thereby
have vastly enhanced the value of the service.
Thus, the modified approach to price determina-
tion not only is one that provides somewhat more
flexibility, but more importantly, is one that
provides the opportunity to create price incen-
tives that will work toward making the payments
system operate better.
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Improvements in Availability

While the individual Federal Reserve Banks
have already implemented or are planning to
implement a number of enhancements in check
processing services, the most important change
will come about because of dramatic accelera-
tions in the collection of certain classes of
checks. The principal catalyst for these enhance-
ments will be a reconfiguration of the interdis-
trict transportation network (ITS) uscd by the
Federal Reserve in moving checks around the
country. The new ITS network—which will be
operated for about the samc overall cost as the
Fed’s current overall air transportation net-
work—will be phased into opcration beginning
August 1, 1982,

The new transportation network is structured
on a “‘spoke and hub’’ concept. That is, five hubs
around the country will serve a series of spokes,
the endpoint of each being a Federal Reserve
office. Charter planes will make multiple flights
nightly between the respective hubs and their
spoke endpoints. Checks will be exchanged at
the hubs either for delivery to endpoints connect-
ed to the same hub or for shipment to other hubs
with subsequent dispatch to endpoints at thosc
more distant hubs.

By using these transportation arrangements
and by moving to later deposit deadlines for
interzone checks that are deposited with and
transported by the Federal Reserve for next-day
or same-day credit, we expect to cffect major
enhancements to the check collection process.
For example, under current Federal Reserve
transportation arrangements and with Fed col-
lection schedules, most inter-District Regional
check Processing Center (RCPC) items are two-
day availability points. Under the new arrange-
ments, we expect that 50 to 70 percent of these
inter-District items will be collected and credited
within one day—thereby accelerating by 24
hours the collection of items valued at between
$1.6 billion and $2.6 billion per day. At current
interest rates, the value of their acceleration in
collection can be as much as $1 million per day or
a staggering $360 million per ycar.

This change—while clearly in the interest of
improving the speed and efficiency of the overall
check collection process—is not one without its
own problems and transitional difficulties. At the

Federal Reserve Banks, for example, processing
windows for late delivery work will be short-
ened. Similarly, with the rclated shift to 12:00
noon presentment for city checks, the processing
windows for at lcast some banking organizations
will also be shortened. Over time, a more gener-
alized shift to a later presentment may also
create some transitional problems for other
classes of payor banks and to certain of their
corporate customers. On the other hand, many
depositing banks will have considerably more
time to get interzone checks into the Federal
Reserve network for same-day or next-day pre-
sentment and credit. For example, under current
arrangements, checks deposited at the New
York Federal Reserve Bank drawn on a Chicago
city bank must be at the New York Bank by
12:30 a.m. for same-day availability. With the
restructured transportation arrangements such
checks can be deposited at the New York Bank
as latc as 3:00 a.m.

Let me digress here for a bit and speak directly
about the 12:00 noon presentment issue, which 1
know has been a source of contention to some
institutions. While we have talked informally
about moving to later presentment for quite some
time, and have provided rcasonable advance
notice of our intent to shift to 12:00 noon present-
ment for city items, we did not necessarily do
either of these things within a context that made
readily apparent the rationale for changing pre-
sentment hours. In some ways, the most essen-
tial ingredient in that missing context is, of
course, the overall acceleration in check collec-
tion we cxpect to achieve by a combination of
initiatives, including, but not limited to, 12:00
noon presentment. Also, not necessarily appar-
ent to all was that the shift to later presentment
would be accompanied by substantially later
deposit hours for certain classes of cash letters.

In any event, a number of banks and some of
their corporate customers have indicated that
they may have some transitional problems asso-
ciated with 12:00 noon presentment. Whercas we
are sensitive to those problems, we also believe
that they are managcable because most checks
will still be presented to city banks much in
accordance with existing schedules.

Indecd, the noon presentment hour should be
viewed as the latest hour at which presentment
will take place. In practice, the presentment of
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most checks by virtually all Federal Reserve
offices will take place in advance of the noon
deadline. However, in order to ensure that these
changes in check collection procedures arc di-
gested by banks and their customers with a
minimal amount of difficulty, we have modified
the schedule for implementation of later present-
ment to provide a further six-week period over
which the changes will be phased in.

The first phase of implementation will start on
August 2, when the Reserve Banks will begin
presenting checks to reserve city banks no later
than 11:00 a.m., unless the Reserve Bank is
currently presenting checks after that time.
Now, Federal Reserve offices in at least four
Districts present checks as late as 12:00 noon to
some city banks, and offices in eight Districts
present checks to some banks outside the re-
serve city at 12:00 noon or later.

The second step in the phase-in will occur on
August 16 when the Reserve Banks will shift to
later deposit deadlines for interzone RCPC
checks. Of course, later deposit times will trans-
late into more rapid collection of these items.

The final step of the implementation will occur
on September 16 when deposit deadlines for
interzone city checks will be moved forward. At
this time, 12:00 noon presentment will be imple-
mented, but even then we fully expect that the
presentment of most city items by Federal Re-
serve offices will occur before the noon deadline.

This modification in the program should help
minimize transitional problems associated with
the change in check collection procedures. Even
then, some problems may remain, which must be
considered and resolved in the context of the
overall benefits of the program in its entircty—
including the fact that accelerating the collection
of checks should encourage further shifts to
electronic payments. In this larger context, we
are obviously convinced that the program is
appropriate and consistent with our continuing
objective of improving the payments process.

Float Reduction and Elimination Program

Financial institutions around the country are
quite familiar with the fact that the Federal
Reserve has made dramatic progress in reducing
float—some I suspect arc all too familiar with our

progress. The record speaks for itself. 1n the first
quarter of 1980, our float averaged $4.9 billion
whereas in the second quarter of 1982 it averaged
$1.8 billion. This reduction in float increased our
payments to the Treasury about $350 million.
However, to the extent we have reduced float,
someone else—be it a bank, a corporation, or a
state or local government—has in onc way or
another picked up the tab. That is onc of the
ironies of float, whether it is Federal Reserve
float or one of the many other forms of float that,
in the aggregate, are symptomatic of inefficien-
cies in the payments mechanism.

[ndeed, the greatest irony of all is that the float
game is played with the expectation of net win-
ners when in tact float is, by definition, a zero-
sum game. As a practical matter, however, therc
are winners—some by accident of location, some
by clever design, some by the sheer weight of
their relative economic power, and even some by
outright abuse. However, it is very hard—if not
virtually impossible—to identify the specific win-
ners and the specific net losers in float. That
reality has had, and will continue to have, an
important impact on the approach of the Federal
Reserve to pricing or eliminating float.

Some would suggest that the simplest way to
proceed would be for the Federal Reserve to
price float immediately and directly. A move in
that direction could be achieved either by charg-
ing payor banks directly for “‘actual’’ float or by
folding the value of Fed float into our overall
check prices. The former approach entails a
morass of technical, administrative, accounting,
and legal issues. The latter approach just does
not make good sense to us because it would not
create any incentive to get rid of float. Indeed, to
the extent that relative economic power—to say
nothing of abusive practices—has anything to do
with who benefits from float, this approach could
produce perverse results. To state the case more
directly, we want to go about the task of elim-
inating or pricing float in a way that places the
incentives and the disincentives where they be-
long. The costs of float or float reduction should
be borne, to the fullest extent possible, by those
who ‘‘benefit’” from float and particularly by
those who are engaged in deliberate efforts to
create float.

Primarily for this reason the Federal Reserve,
in its float reduction efforts to date, has placed so



much cmphasis on float reduction rather than
prematurely attempting to price float explicitly.
Over the next six to nine months, we will contin-
ue to emphasize operational improvements in
our efforts to eliminate float. However, begin-
ning in early 1983 the thrust of the program will
begin to move in some new directions in that we
will begin to alter crediting procedures for inter-
territory cash letters and/or to price explicitly
holdover and intraterritory transportation float.

Specifically, we have developed a comprehen-
sive program that, by roughly the end of the first
quarter of 1983, should reduce the level of Feder-
al Reserve float to a low frictional level (see the
accompanying table).

Summary of proposed plan for reduction of System
float in 1982-83

Approximate .

t?a?gcl I(H:tle“ Proposed action

September 1982 | /. .. Charge payor institutions  for cash letter
presentments on midweek closings.

September 1982 . [ ... Wire advice for return items equal to or greater

than $50,000,
Scptember 1982 ... .. Wire advice of adjustmients equal to or greater
than $50,000 (short-term measure).
Automate adjustment  process  {long-term
measure).
January 1983 ... 7. .. . Change crediting procedures for interterritory
! cash letter deposits.

Early (983 ..... " ..... tliminate or price holdover float,

Early 1983 .......... fliminate or price infraterritory transportation
. float.

Early 1983 .......... Eliminate or price noncheck float,

N
\

At present, the largest remaining component
of Federal Reserve float results from the ship-
ment of inter-District checks between Federal
Reserve offices. Such float now amounts (o
about $1 billion on a daily average basis. The
current practice is to give credit availability for
each category of check deposit according to a
fixed (whole-day) schedule. Thus, anything that
goes amiss in the usual transportation cycle will
slow the collection of a portion of the checks,
and float results. Therefore, the key to the suc-
cess of our float program rests with our success
in dealing with this element of float. To some
extent, we anticipate that the major improve-
ment of the ITS transportation network dis-
cussed earlier should get things moving in the
right direction. However, the major changes that
should do the job will come in January 1983 when
the Reserve Banks modify the way in which they
credit depositors for interterritory cash letter

Federal Reserve System Pricing: An Overview 473

deposits. The Reserve Banks will be permitted to
offer any or all of the following mcthods:

1. Fixed availability initially with *‘as of”” ad-
Jjustments to correct for float after it occurs.

2. Actual availability in which credit is passed
only when the checks are reccived on a timely
basis by the payor banks’ Federal Reserve office.

3. Fractional availability, in which fixed but
fractional day availability is given so that float is
ZEro on average.

4, Payment for float by holding a clcaring
balance at Reserve Banks.,

We are providing these four options in the
interest of trying to satisty the differing needs of
the various types and sizes of banking organiza-
tions that receive checks from the Federal Re-
serve. However, as a practical matter, we be-
licve events will gravitate in the direction of
actual availability and the use of clearing bal-
ances.

In order to exccute this program, the Federal
Reserve Banks are now devceloping a System-
wide, automated ‘‘cash letter monitoring sys-
tem.”” That system will permit us to track and
pinpoint almost instantancously the location of
any cash letter in the FFederal Reserve collection
network. We beheve that this system will pro-
vide major benefits to us, to banking organiza-
tions, and to the payments network generally. It
may even help us in the execution of monctary
policy as it should permit us to provide the
Trading Desk in New York with more accurate
and timely estimates of the amount of float that
open market operations must oftset or accommo-
date in managing the reserve position of the
banking system as a whole. More to the point in
the current context, however, the cash letter
monitoring system will permit us to take the next
and last major step in the float reduction—pricing
program in a manner that is consistent with the
objectives outlined carlier.

Assuming these programs, in the aggregate,
succeed in getting float down to some low level
around mid-1983, we will have another bridge to
cross. Namely, what to do about the remaining
or frictional levels of float? We have not yet
made that decision, in part because we arc just
now beginning to focus on the question of wheth-
er or not some low tevel of Federal Reserve float
exists that might properly be viewed as a neces-
sary lubricant for the payments mechanism.
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Such a question, of course, is very complex and
undoubtedly controversial, and it is also one that
in the final analysis might requirc a change in the
statute. For now, however, we must wait to
evaluate how these other initiatives work. We
will then be in a better position to determine the
amount of residual float and what should best be
done with that residual.

Other Near-Term Pricing Initiatives

While most of what | have said is related to the
check processing activities of the Federal Re-
serve Banks, financial institutions should be
aware of a number of other near- and intermedi-
ate-term plans in other areas. Let me, therefore,
comment briefly on pending devclopments.

Automated Clearinghouse Prices. On or about
August 16, the Rescrve Banks will be announc-
ing the new schedule of ACH prices. These
prices will represent the first step in our stated
objective of recovering full costs of ACH opera-
tions in 1985. At this time, we fully e¢xpect no
further ACH price increases until August 1983.
We contemplate that the new ACH price sched-
ules will differ from the current price schedules
in that they will incorporate a differential price
for originators of debits and the reccivers of
credits and will also incorporate a night-cycle
“premium’’ price. Also we have commissioned a
number of longer-term studies of what can be
done—in cooperation with the private sector—to
promote the use of the ACH.

Securities and Noncash Collection Repricing.
At present we contemplate that new price sched-
ules for our securities processing and safekeep-
ing services, along with coupon collection ser-
vices, will be announced on or about November
15 to take effect as of the first of next year. We
are still analyzing our experience with sccurities
pricing to learn what modifications in prices and
in the structure of prices would seem most
appropriate.

Cash Transportation Services. We have not
yet begun to focus in detail on the cash service
area because it was not initially priced until

carlier this year. However, we tentatively expect
to announce new prices and any service level
modifications carly in 1983,

Clearing Balances. With the phasedown in
member bank reserve requirements called for in
the MCA, and given certain elements of our float
reduction plan, an increasingly large number of
institutions may want or need to establish clear-
ing balance relationships with their respective
Federal Reserve Banks. Thercfore, in mid-Au-
gust, we will be announcing a series of changes in
our rules governing eligibility and administration
of clearing balances. These changes are aimed at
providing a greater degree of flexibility to deposi-
tory institutions and to the Reserve Banks in the
establishment and use of clearing balances.

Electronic Check Collection. For a number of
months the Federal Reserve has been involved in
design work for a particular form of electronic
check collection (ECC). While that analysis has
provided many valuable insights into the prob-
lems and opportunities associated with shifting
paper payments to an electronic form, the ECC
program that has been discussed with the bank-
ing industry will not be pursued further by the
Federal Reserve at this time. Nevertheless, some
of the problems to which ECC had been directed
(large checks) and some of its objectives (encour-
aging the shift to electronic payments) remain
just as valid today as they were a year ago or five
years ago. Thus, we will continue our efforts to
develop programs and initiatives that can effec-
tively serve those objectives.

FRCS-80. As many of you know, last month
the Federat Reserve began live processing on the
FRCS-80, the Fed’s new nationwide telecommu-
nications network. At present, the Reserve
Banks are developing standard software pack-
ages to replace the existing funds and securities
transfers, bulk data, administrative messages,
and related systems that will use the FRCS-80.
Of course, the network is highly powerful and
flexible and should be able to meet our existing
applications at least for the remainder of this
decade. Over a longer time frame we believe
FRCS-80 will be a tool that can help meet the
evolving needs of our national payments mecha-
nism.



Longer-Term Plans

I cannot tell you with any precision what may
develop in the longer term with respect 1o the
nature and ¢xtent of the role and presence of the
Federal Reserve in the payments arca. I can
repecat that we are very much inclined to the view
that we should seek to maintain a viable, opera-
tional presence in the payments business primar-
ily because we believe that presence is consistent
with the goal of improving the efficiency and
effectiveness of the payments mechanism. Simi-
larly, 1 can tcll you that we remain strongly
committed to a number of related objectives.
These would include cncouraging a continued
shift toward faster, cheapcer, and more certain
forms of payment and, to the maximum extent
possible, encouraging an cvolution in payment
practices in which institutions, small and large,

and individuals will be dircct beneficiarics of

those constructive changes we help to foster.
Achieving thosc objectives may not require that
the Federal Rescrve perform all of the operation-
al functions it performs today. On the other
hand, it may require that we take on some things
that we do not do today. If the need arises, we
are prepared 10 move in that direction.

The important point as 1 see it, however, is not
so much the precise role that the Federal Re-
serve plays in this process of change nor is it the

precise role that any one institutton, or group of

institutions, plays in that process. To the con-
trary, the genuinely important point is to recog-
nize—as I believe we all do—that we in the
Federal Reserve and you in the financial industry
have a common interest in sccing that these
objectives are well served.

Having said that, let me say something you
already know. Therc simply is no way that each
thing we do can plecase 15,000 banks, 4,000
savings and loans, 400 savings banks, and 20,000
credit unions. I we speced up check collection
and reduce float, incvitably, somebody is **hurt”’
and unhappy. But many others arc
we adopt later presentment hours, someone’s 0x
is perceived as being gored, but here too, many

better off. If
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others are better off. Those realities should not
deter us or you from sceking out those arcas in
which we have common interests and from work-
ing together to achieve those larger objectives of
which [ spoke carlicr.

In closing, let me say a few words on a related
subject. In virtually every form in which the
subject of pricing is discussed among financial
institutions, the point is made that the Federal
Reserve might use, could use, or perhaps even
has used its regulatory authority to its competi-
tive advantage. We are extremely sensitive to
this view.

1 firmly belicve our safeguards against abuse of
our regulatory authority are more than adequate.
Foremost among those safcguards is our own
extremely high level of sensitivity to the issue. In
addition, the fact that we opcrate under such
close public scrutiny is, in and of itsclf, a power-
ful safeguard. Beyond that, we have also taken
steps within the Reserve Banks to create our
own version of the “*Chinese Wall”™ by scgregat-
ing, to the maximum cxtent possible, priced
service activitics from other activities within the
Banks. Finally, it despite all of this, we appear to
cross the line, obviously numerous avenues of
redress arce available to those who may pereeive
that the ““Wall”” has been breached.

In my judgment, the best way to insure that the
problem does not arise is to seck out opportuni-
tics for open and frank discussion of our con-
cerns, our plans, our prioritics, and our inten-
tions. Consistent with that, I believe the time
may be at hand when some degree of more
formal and regular communication between the
Federal Reserve and the financial industry—at
the level of the policymakers—may be appropri-
ate, and | would welcome your views as to how
that might be accomplished. Earlicer, I mentioned
two arcas—the future of the ACIH and moving on
with a viable form of ECC—that | belicve arc
ripe candidates for such dialogue. In the mean-
while, [ hope that we in the Federal Reserve
have, through this vehicle, begun to provide
more adequately some insights into our current
plans. [



Staft Studies

The staffs of the Board of Governors of the
Federal Reserve System and of the Federal
Reserve Banks undertake studies that cover a
wide range of economic and financial subjects.
In some instances the Federal Reserve System
Sinances similar studies by members of the aca-
demic profession.

From time to time, papers that are of general
interest to the professions and to others are
selected for the Stafl Studies series. These pa-
pers are summarized—or, occasionally, printed
in full—in the FEDERAL RESERVE BULLETIN,

STUDY SUMMARY
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In all cases the analyses and conclusiony set

Jorth are those of the authors and do not neces-

sarily indicate concurrence by the Board of Gov-
ernors, by the ederal Reserve Banks, or by the
members of their staffs.

Single copies of the full text of each of the
studies or papers summarized in the BULLETIN
are available without charge. The list of Federal
Reserve Board publications at the back of each
BULLETIN includes a separate section entitled
“Stafl” Studies’” that lists the studies that are
currently available.

STRUCTURFE-PERFORMANCE STUDIFES IN BANKING:

AN UPDATED SUMMARY AND EVALUATION

Stephen A. Rhoades—Stalf, Board of Governors

Prepared as a staft paper in the first half of 1982

The structure—performance  analytical frame-
work grew out of the theoretical work of Edward
Chamberlin and Joan Robinson during the 1930s.
It has proved to be remarkably uscful and versa-
tile, Indeed, it has become an important founda-
tion for antitrust policy and has provided the
basic framework for examining a wide variety of
hypotheses other than the basic structure—per-
formance hypothesis. The banking industry is a
convenient laboratory for testing many of these
hypotheses.

While the early tests of the basic structure—
performance hypothesis had focused on the in-
dustrial sector, the Bank Merger Act of 1960
gave impetus to similar studies in banking. An
earlier Staff Study summarized and evaluated the
39 structurc—performance studies in banking
conducted from 1960 through September 1977,
This Staff Study summarizes and evaluates 26
structure-performance studics from September
1977 through June 1982.

Evidence of a structure—performance relation-
ship was found in 30 of the 39 studies from 1960
through September 1977 but in 23 of the 26 recent
oncs. Many of the later studies, in contrast with
the earlier oncs, do not examine the structure-
performance relationship per se. That is, they
have some other objective, and findings on the
basic structure—performance relationship emerge
as a by-product. The concentration ratio proved
to be the most frequently used and the most
“successful’” measure of market structure. Evi-
dence is building that studics that use banks as
the unit of obscrvation should include a measure
of market share. In the recent studics, as in the
earlier ones, wage costs are generally not taken
into account when prices rather than profits arce
used as a performance measure—probably a
mistake. It is surprising that more of the recent
studies did not account for nonbank thrift institu-
tions in light of the cxpanded scrvices thesc
institutions may offer. Those studies that did
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account for nonbank thrift institutions yielded
conflicting results regarding the degree of com-
petition between banks and thrifts.

In conclusion, market structure does influence
performance in banking. Though the magnitude
of the influence is generally small, cxceptions
exist. Therefore, the structure—performance ana-
lytical framework provides a solid foundation for
bank merger policy. From a research standpoint,

the banking industry is proving to be a particular-
ly fruitful arena for investigations into a variety
of questions relying on the general structure—
performance framework. Nevertheless, the non-
profit objectives of businessmen, the use of
nonprice competition, the reason for the small
measured effect of structure on performance,
and the competitive effects of nonbank thrifts are
receiving less attention than one might expect.



Industrial Production

Released for publication August 13

Industrial production cdged down 0.1 percent in
July following declines of 0.7 percent in cach of
the two preceding months. Output of consumer
goods increased during the month and materials
remained unchanged, but sizable reductions con-
tinued in the output of business cquipment. At
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138.1 percent of the 1967 average, the total index
in July was 10.3 percent below a year earlier.
In market groupings, production of consumer
goods increased 0.6 percent, reflecting a sharp
rise in output of autos. Autos were assembled at
an annual rate of 6.6 million units—up about 12
percent from June, but the industry has sched-
uled about an cquivalent reduction for August.
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All series are scasonally adjusted and are plotted on a ratio scale, Auto sales and stocks include imports. Latest figures: July.
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1967 - 100

Grouping 1982
June July Mar.
Total industrial production . . . ... 138.2 £38.1
Products, total ................ 141.1 141.0
Final products. ... ... 1411 140.9
Consumer goods. . ......... 143.7 144.5
Durable. ................ 136.1 138.4
Nondurable ............. 146.7 147.0
Business equipment .. ...... 155.2 [52.0
Defense and space . ........ 108. { 109.0
Intermediate products . ....... 140.8 141.1 .
Construction supplies .. .. .. 120.9 121.2 —1.5
Materials ..................... 133.7 133.7 —1.4
Manufacturing. ..........o..... 137.¢ 137.1
Durable..................... 125.3 125.2
Nondurable ................. 154.2 154.2 3
Mining. ......oooviiiiiiiee., 125.1 121.9 -3.0
Utilities. .. ..o vere i 168.7 170.2 .

Percentage change from preceding month Percentage

- change,
1982 July 1981
) to July

i Apr. May l June l July 1982

Major market groupings

-1.1 -7 -7 ~.1 ~10.3
-.6 -.5 -8 —.1 ~7.8

8 -2 -8 -4 ~7.

4 1.0 . .6 ~4.1
2.0 2.0 2.1 1.7 ~5.5

.1 .6 5 2 3.5
2.4 =29 =31 =21 -17.7
2 .5 4 8 6.2
1.0 -1.0 ~1.0 2 ~9.7
-1.6 - 1.7 -.5 2 —16.0
-1.7 ~1.2 -7 0 -13.9

Major industry groupings

— 1.0 —.6 —.5 .0 —10.5
- 1.2 -.6 -.6 - -12.8
—.8 -8 -5 .0 ~7.7
-2.9 -33 -3.5 -2.6 -16.8
.6 A —1.4 9 ~1.7

p Preliminary. ¢ Estimated.
Production of nondurable consumer goods cdged
up in July, but that of home goods was off
slightly. Business cquipment fell 2.1 percent fur-
ther in July as output was reduced sharply in
building and mining, manufacturing, power, and
commercial equipment. Output of construction
and business supplies increased slightly.
Production of total materials was unchanged in
July. Another decline occurred in durable mate-
rials, reflecting curtailments in basic mctals and

NorE. Indexes are scasonally adjusted.

cquipment parts. Output of nondurable materials
changed little, while that of energy materials
increased.

In industry groupings, the level of manufac-
turing production remained unchanged in July,
but mining was again reduced sharply reflecting
shutdowns in metal mining industries as well as
continued declines in oil and gas extraction and
coal output. Utilities increased an estimated 0.9
percent in July.



Statements to Congress

Statement by John E. Ryan, Director, Division
of Banking Supervision and Regulation, Board
of Governors of the Federal Reserve System,
before the Subcommittee on General Oversight
and Renegotiation of the Committee on Banking,
Finance and Urban Affuirs, U.S. House of Rep-
resentatives, July [3, 1982.

I am pleased to participatc on behalf of the
Federal Reserve in this hearing to cvaluate the
enforcement and utilization of the Bank Secrecy
Act and its reporting requirements. The Federal
Reserve shares this subcommittee’s desire that
the Bank Sccrecy Act remain an cffective inves-
tigative tool in enforcing our nation’s laws
against drug trafficking, tax ¢vasion, and other
efforts to launder or conceal illegal financial
transactions. To this end, the Federal Reserve,
on an individual basis and in cooperation with
the other banking agencies, has been actively
engaged in efforts to improve the agencies’ abili-
ty to monitor compliance with the Bank Sccrecy
Act, to ensure that apparent violations of the act
are reported in a timely manncr to the appropri-
ate federal enforcement authority, and to provide
law enforcement agencies with information on
currency shipments to assist them in their studies
of the volume and pattern of cash transactions.
Further, the Federal Reserve has conducted spe-
cial examinations at the request of the enforce-
ment agencies, and it continues to stand ready to
assist the agencies in the investigation of poten-
tial criminal violations.

By way of background, I would like to de-
scribe briefly the general role of the Federal
Reserve in monitoring bank compliance with
laws and regulations and the other ways in which
it can assist the enforcement agencies in carrying
out their responsibilities under the Bank Secrecy
Act. Then 1 would like to discuss in somewhat
greater detail some ongoing efforts and develop-
ments that have occurred within the last year.

As a bank supervisory and regulatory agency,

481

the Federal Reserve refers to the appropriate law
enforcement agency cvidence of possible crimi-
nal violations that arc brought to light through its
on-sitc examinations of the books and records of
state member banks. With respect to the Bank
Secrecy Act, the Federal Reserve has specific
responsibilitics for monitoring compliance of the
financial institutions under its direct supervision
with the requirements of the act. This responsi-
bility was delegated to the Federal Reserve and
other bank regulatory agencies by the Depart-
ment of the Treasury, which has primary respon-
sibility for the enforcement of the statute. As the
processor of currency and coin, the Federal
Reserve also assists the enforcement agencics by
providing information on the aggregate dollar
amount of currency shipments into and out of
Reserve Banks and their branch offices as well as
on the principal denominations of the shipments.

Within the last year, the Federal Reserve has
taken a number of steps to continue to strengthen
its efforts to monitor compliance with the Bank
Secrcey Act and to assist the primary agencies in
carrying out their ¢nforcement responsibilities,
As was reported to this subcommittee last July,
the banking agencies implemented revised ex-
amination procedures in March 1981. These pro-
cedures were designed to strengthen the ability
of the agencics to determine if banks were com-
plying with the act and to provide the Treasury
Department with better and more comprehensive
information on possible violations of the act. In
revising the ¢xamination procedures, the bank-
ing agencies incorporated comments and sugges-
tions from the staffs of the Treasury Department
and the General Accounting Office. The proce-
durcs are designed to ensure that banks are
aware of the requircments of the Bank Sccrecy
Act and that they have cstablished internal sys-
tems and methods to ensure compliance. For
those institutions with deficiencies or for those
that have cngaged in unusually large cash ship-
ments, the procedurcs call for extensive testing



482 Federal Reserve Bulletin ] August [982

of actual transactions to determine if reports are
being prepared as required by the Bank Secrecy
Act regulations.

These procedures have been in force now for
more than a year, and we bclieve they have
proved to be both an effective and an efficient
means for monitoring compliance with the re-
cordkeeping and reporting regulations. In addi-
tion to the on-site evaluation of bank compli-
ance, the Federal Reserve reports to the Trea-
sury Department on a quarterly basis those
institutions cited for apparent violations of cer-
tain of the reporting and recordkeeping require-
ments. A review of the reports submitted for the
period between January 1, 1981, and March 30,
1982, indicates that the¢ Federal Reserve has
examined and reviewed Bank Secrecy Act com-
pliance in 1,242 financial institutions, cited 50
institutions for not filing currency transaction
reports, criticized 74 institutions for not main-
taining a current list of customers who are ex-
empt from reporting such transactions, and ad-
dressed violations of the Bank Seccrecy Act in
tfour formal supervisory enforcement actions.

In addition to these quarterly reports, the
Federal Reserve has made specific referrals to
the Treasury Department when circumstances
uncovered during an examination suggested pos-
sible violations. These notification efforts serve
as the basis for further review by the federal
enforcement agencies and in some instances may
result in the initiation of ¢criminal investigations
by the appropriate authorities. In addition to
making these reports, the Federal Reserve re-
sponds to follow-up questions by enforcement
agencies concerning apparent violations and pos-
sible criminal investigations and stands ready if
requested to conduct special on-sitc cxamina-
tions to gather additional information. The Sys-
tem conducted such examinations in connection
with Operation Greenback in Florida and has
recently received another request to cxamine an
institution in connection with an ongoing investi-
gation,

As a result of its responsibilitics for processing
currency and coin, the Federal Reserve since
November 1979 has provided the Treasury De-
partment with a monthly report on aggregate
currency amounts received by and shipped from
each of its District Reserve Banks and their 25

branch offices. This information on currency
receipts and payments is broken down by de-
nomination to enable the enforcement authoritics
to focus on the denominations most popular with
those engaged in narcotics trafficking. We be-
lieve this information has proved useful to the
enforcement authorities in analyzing the volume
or pattern of regional cash flows and in identity-
ing those areas that may warrant further study.
With the assistance of Federal Reserve officials,
the enforcement agencics have initiated or com-
plcted such studies at three District Federal
Reserve offices within the last ycar. In addition
to providing information on currcency shipments,
Federal Reserve staff members meet regularly
upon request with enforcement officials to dis-
cuss data availability, to respond to special ad
hoc requests, and to exchange information.
Within the last several months, the Federal Re-
serve has agreed to provide the U.S. Customs
Service with monthly information on currency
shipments. This information has also been pro-
vided to other agencies and congressional com-
mittces on an ad hoc basis.

In addition to providing aggregate data on
currency shipments, District Reserve Banks
have assisted the Treasury Department by mak-
ing available other data on cash shipments within
Federal Reserve Districts. Moreover, each Fed-
eral Reserve Bank has been instructed to estab-
lish systems and internal operating procedures to
notify the appropriate banking agency when an
institution under that agency’s jurisdiction expe-
riences unusually large or abnormal currency
flows. In order to facilitate this process, the
Federal Reserve Bank of New York has devel-
oped a pilot computer program that will automat-
ically identify banks with large currency ship-
ments for the purposc of further review and
possible referral to the primary banking agency.
These procedures, though relatively recent, have
already resulted in Reserve Bank notification of
other agencies and should help the banking agen-
cies target their examination eftorts on those
institutions that warrant increased attention.
Morcover, the Federal Rescrve is exploring with
the enforcement agencies additional ways of
improving the System’s ability to monitor com-
pliance with the Bank Secrecy Act through the
exchange of information derived from the cur-



Statements to Congress 483

rency transaction reports that banks file pursuant to assist the primary authorities in the discharge

to Treasury Department regulations. of their enforcement responsibilities. Moreover,

The Federal Reserve remains committed to we belicve that actions taken by the banking
fulfilling its responsibilities for monitoring com- agencies, together with the efforts of the primary
pliance with the Bank Sccrecy Act through the enforcement agencies, have served to heighten
examination process and to assisting law en- awarencss of the reporting requirements of the
forcement agencies by providing data and con- Bank Secrecy Act and thereby have contributed

ducting special examinations. We¢ believe that to an improvement in the use of the data filed
the actions taken by the banking agencies have pursuant to the financial recordkeeping and re-

enhanced their ability to monitor compliance and  porting regulations. (1
Statement by Preston Martin, Vice Chairman, and have been a factor in the sharp rise in
Board of Governors of the Federal Reserve Sys- business and personal bankruptcies in recent
tem, before the Consumer Affairs and Coinage years. However, we do not believe that credit
Subcommittee of the Committee on Banking, controls are an cftective, efficient, or fair method
Finance and Urban Affairs, U.S. House of Rep- to deal with these problems or those of inflation
resentatives, July 15, 1982. when the more general instruments of monetary

and fiscal policy can be used. Our expericnce
I appreciate the opportunity to testify on a bill to with the administration of controls for a brief
reinstate the Credit Control Act in a modified period in 1980 amply demonstrated the difficul-

form. As you know, under that act, which ¢x- ties encountered in the application of credit
pired July [, the President was empowered to controls.
authorize the Federal Rescrve to “‘regulate and Some have argued that direct government in-

control any or all extensions of credit” if he tervention in credit allocation may be necessary
found such action ‘‘necessary or appropriate to under extraordinary circumstances, such as a
prevent or control inflation generated by the national emergency, and in the abscence of stand-
extension of credit in an excessive volume.”” The by authority, problems might be encountered in
act gave the Board broad powers to regulate the such circumstances if borrowers moved to obtain
terms under which credit is exiended and the credit when cnabling legislation was being con-
purposes for which it can be granted, as well as sidered. The greater danger would be that distor-
to require reporting and recordkeeping of credit tions in credit flows could occur on other occa-
transactions oncc the President decided that sions when circumstances scemed to suggest
those powers should be exercised. One of the controls might be activated, and the existence of

proposed amendments would cnlarge the circum- credit control authority might tend to encourage
stances under which the President could invoke its usc unnecessarily. Accordingly, the Board
the act to encompass recession and unemploy- feels that the proposed legislation would do more

ment as well as inflation. Another proposed harm than good.

amendment would make explicit the Board’s

authority under the act to limit credit granted for

“nonproductive’ purposes and to cnsure the THE EFFECTS OF CREDIT CONTROLS
availability of credit for other uses.

The Federal Reserve Board is sympathetic to The ability of credit controls applied in this
the concerns about the cost and availability of country to achieve their intended effects over
credit over recent years that apparently have any cxtended period is limited, and the costs to
prompted proposals to retain credit control au- borrowers, lenders, and society as a whole from
thority. High interest rates have contributed to attempts to use controls to combat inflation or
the weakness of the economy and stresses on the unemployment could become quite sizable.
financial condition of entitics operating within it These difficulties stem in large mecasure from the
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availability to many U.S. borrowers of funds
from a number of different sources. A large
business, for example, may be able to borrow
from a bank, finance company, or other financial
intermediary, or it could obtain funds directly in
a variety of securities markets ranging from very
short-term commercial paper through notes and
bonds and including sales of equity. These mar-
kets are mostly located in this country, but
increasing numbers of corporate borrowers are
gaining access to a highly integrated worldwide
dollar market over which it would be extremely
difficult for U.S. authorities to exercise effective
control.

This sophisticated and decentralized financial
system is a great advantage to the U.S. economy
because it gives savers a variety of instruments
among which to choose and helps to channel
these savings to investment uses in an efficient
manner. However, the existence of these mar-
kets also means that control of one particular
type of credit or of a narrow range of credit
instruments is unlikely to be effective over an
extended period. Borrowers may have a prefer-
ence as to the terms on which they wish to fund a
particular purchase, but money is fungible—that
is, funds obtained from any source can be ap-
plied for any purpose—and if the incentive and
opportunitics are present, unregulated credit will
tend to be substituted for credit subject to con-
trols. As attempts are made to maintain the
effectiveness of controls in the face of continuing
substitutions by borrowers and lenders, regula-
tions will tend to become increasingly pervasive,
complex, and burdensome. Moreover, because
controls are most readily applied to domestic
financial intermediaries, borrowers, such as
households and small businesses, that depend on
these institutions for credit may tend to feel the
major effects of controls even when this is con-
trary to the intent of their designers.

The cost of credit controls, if maintained for
any extended period, would include most visibly
the government bureaucracy and the rulemaking
and enforcing machinery that would be needed.
Less obvious would be the costs incurred by
private businesses in increased reporting burden
and the expenditure of managerial ingenuity to
conform with or, perhaps, get around the regula-
tions. Least easy to ascertain would be the costs

arising from distortions in resource allocation
and inefficiencies that inevitably result when
regulatory mandate is substituted for market
decisions. Of course, the whole purpose of con-
trols is to change the allocation of credit and
presumably of spending from what would prevail
in the absence of interference. A number of
governmental programs already exist to influ-
ence the flow of funds to various sectors—
especially toward housing and agriculture. How-
ever, the full effect of these programs, for exam-
ple on competing uses of credit, and the addition-
al costs of credit controls are difficult to
determine. Breaking into the complex web of
private decisions about lending and borrowing
and about spending and saving may involve
considerable unintended indirect consequences
from distorting the price and interest rate signals
given to market participants.

THE 1980 EXPERIENCE

In many respects, the problems and pitfalls of
utilizing credit controls were illustrated by our
experience in the spring of 1980, when, consis-
tent with the order of President Carter, the Board
took a series of actions designed to curb infla-
tionary pressures by slowing the overall growth
of credit while directing it to uses considered
most beneficial to the economy. The components
of the program, not all of which required the
authority of the Credit Control Act, included the
following: a voluntary special credit restraint
program intended to reduce the expansion of
short-term credit, primarily by holding the
growth of bank loans below 9 percent for the
year, with restraint to be applied mainly to loans
for speculative purposes or for effecting take-
overs or stock repurchases, rather than to loans
to small businesses, farmers, and purchasers of
homes and autos; special deposit requirements
on increases in certain types of consumer loans;
an increase in the reserve requirement on growth
in managed liabilities of member banks and ex-
tension of the marginal reserve requirement to
nonmembers to discourage further the expansion
of bank credit; a special deposit requirement on
increases in money market fund assets, in the
expectation that lower yields on these intermedi-



aries would slow the diversion of deposits from
local institutions; and a surcharge on frequent
borrowing from the Federal Reserve discount
window by large banks.

When the President authorized the imposition
of credit controls in March 1980, conditions in
credit markets had bcen deteriorating in many
respects, Interest rates were rising, with concern
about impending federal government deficits and
a pickup in inflation driving bond yields to record
levels, and bank credit growth was running well
above the range considered appropriate by the
Federal Open Market Committee. The public
appeared to have little confidence that the usual
fiscal and monetary policy instruments would be
used to effect a lasting reduction in inflation.
Under these circumstances, it scemed appropri-
ate to supplement these techniques temporarily
with the special measures of the credit restraint
program; it was hoped that these actions would
speed the response of the economy to the more
general policies already in place.

The program did contribute to a sharp reduc-
tion in interest rates, but this downward move-
ment in rates accompanied a stecp decline in
economic activity. One reason for this was the
great amount of uncertainty and confusion that
accompanied the onset of controls. Borrowers
reduced their use of all types of credit, including
those the credit restraint program was not in-
tended to curtail, and with this reduction went a
sharp drop in credit-financed purchases. Some
lenders, fearful of violating Board guidelines,
drew back from the credit markets, cutting
sharply their credit extensions; others used the
credit restraint program as the occasion for ac-
celerating a tightening of loan terms that had
been in train for some time. In response to
incoming information about the economy and
credit markets, the Federal Reserve quickly took
steps to ease the credit restrictions. With the
credit restraints off, interest rates lower, and
underlying demands for goods and services still
strong, the economy rebounded rapidly in the
third and fourth quarters of 1980, thereby carry-
ing interest rates to even higher levels. In the end
the credit controls appeared to add to the volatili-
ty in financial markets and the economy in 1980,
and in some ways, by distorting underlying eco-
nomic and financial conditions, made sound fis-
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cal and monctary policies more difficult to for-
mulate.

In addition, the numerous practical problems
encountered in implementing the program tended
to demonstrate the essentially arbitrary nature of
governmental direction of credit decisions and
the burdens imposed by controls. The general
principles guiding the credit restraint program
seemed reasonably straightforward, but constant
modification, interpretation, and clarification were
needed as these general principles were applied
to the complex financial rclationships that char-
acterize our economy. In the few months they
were in effect, the consumer credit regulations,
by themselves, requircd 31 pages of answers to
common questions and also to innumerable re-
sponscs o inquiries specific to individual institu-
tions, even though these regulations were aimed
at quite a limited sector of the consumer credit
market. The voluntary credit restraint program
for banks and other lenders necessitated numer-
ous judgments by the Federal Reserve and the
lenders as to whether individual loans for take-
over, purely financial, or speculative purposes
were justified under the guidelines. Lenders and
borrowers rarely enter loan contracts that they
do not feel will produce some economic benefits,
and we found that the longer the program was in
effect, the more numerous and difficult became
the issues of this sort that had to be confronted.
Problems also were encountered in verifying
whether credit continued to be made available to
borrowers, such as farmers and small busi-
nesses, that were supposed to receive favored
treatment under the regulations.

Recognizing that larger corporations might be
unfairly advantaged by access to a variety of
credit markets, the Board required these corpo-
rations to report directly to us so we could
monitor their total use of credit. Great difficulty
arose in standardizing and interpreting these
reports, however, cspecially the information
dealing with transactions with foreign subsidiar-
ies. Moreover, the regulations and accompany-
ing reports placed a substantial burden on corpo-
rations and lenders, who often were asked to
develop and report data in unfamiliar and diffi-
cult categories. The Federal Reserve Banks and
the Board also found that considerable resources
had to be diverted from regular duties to inter-
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pret and monitor compliance with the regula-
tions, answer questions, and analyzc incoming
reports.

CREDIT CONTROLS TO
COMBAT INFLATION OR RECESSION

As in 1980, the usual reason for imposing credit
controls has been to combat inflation, or prevent
its outbreak. In the past, imposition of credit
controls has primarily occurred during war when
resources were being diverted from the produc-
tion of consumer goods, and the exigencices of
war finance were thought to constrain the degree
to which monetary and fiscal policics could be
used to hold down overall demand pressures. In
this context the terms or availability of credit to
finance consumer purchases was controlled in
order to discourage consumer spending. Such a
policy might be successful in a national emergen-
cy when a public consensus existed that would
discourage finding ways to reduce the effect of
the controls, but even in these circumstances,
avoiding an eventual upward movement in prices
requires policies that bring aggregate supply and
demand into morc lasting balance. The use of
credit controls—with the attendant costs, distor-
tions, and possibilities for cvasion—is unlikely to
produce a permancnt rcduction in inflationary
pressurcs, uniess it is also accompaniced by limi-
tations on the overall growth of money and
credit.

In the proposed bill, credit controls may also
be authorized by the President to combat unem-
ployment and recession. The success of credit
allocation for this purpose is likely to be even
less than when credit controls are uscd for hold-
ing down inflation. Regulations to prevent or
limit a proposed extension of credit or to raise its
cost would have a far better chance of being
effective than would regulations to induce credit
extensions that do not appear beneficial to the
lender or borrower. Lenders require a fair return
on their investments; for financial institutions
such a return implies a reasonable margin over
the cost of obtaining funds. To encourage bor-
rowing and spending as a method of boosting
economic activity, credit controls would have to
result in greater volumes of credit at lower

intercst rates. It is difficult 10 see how credit
controls would ever work in this way.

Controls also can be used in an attempt to
effect a redistribution of credit, perhaps to re-
channel spending in directions considered morc
socially desirable or to reduce unemployment in
particular sectors. Controls may succeed in this
redistribution, but only at the expense of increas-
ing unemployment or reducing spending in other
sectors, and their cffectiveness may be limited
over time if constrained borrowers can substitute
credit from noncontrolled sources.

Ditferences in credit availability between pro-
ductive and nonproductive (usually takeover
credit) uses have been widely discussed. In that
connection I should note that borrowing to fi-
nance takcovers does not draw significantly on
the nation’s total volume of savings—our ulti-
mate source of credit. These transactions involve
an exchange of financial assets, and while the
purchaser of stock may borrow to obtain the
necessary funds, those selling the stock generally
will recycle the procecds back into financial
markets by making a deposit in a bank or in some
other financial institution or by purchasing an-
other security.

Although the overall balance of credit supplies
and demands will not be greatly affected by such
transactions, some distortions may occur in the
distribution of credit and the structure of rates in
diffcrent markets. In addition, the tendency for
banks to take on large obligations to individual
firms in short periods in conjunction with take-
over financing may have implications in the
context of the Federal Reserve’s supcrvisory
responsibilitics. For thesc reasons, we monitor
the volume and terms of financing takcovers
carefully. When firm constraints operate on
growth of bank credit, loans for one use would
reduce from banks funds available for other
purposes, with potentially adverse consequences
for those borrowers without access to other
credit sources.

The most recent example of asking banks to
limit takeover loans was during the credit re-
straint period in the spring of 1980, when, as
noted carlicr, we asked the banks not only to
curb lending for nonproductive purposes but also
to maintain the flow of credit to homebuyers,
small businesses, and others whose credit needs



seemed important to satisfy. The problems we
encountered then—for example, determining
which takeovers were justificd and monitoring
the usc of forcign credit to finance mergers—
highlighted the difficulties of enforcing such re-
strictions in an equitable manner without impair-
ing the cfficient funding in our financial markets
of necessary and [egitimate changes in business
ownership. In this arca, as in others, problems of
anticipations also complicate the administration
of controls.

It seems to me that the problems facing bor-
rowers today do not stem from a lack of avail-
ability of funds from certain lenders that might be
remedied by redirecting credit flows, but rather
from the gencrally high level of interest rates.
Liquidity pressures and balance sheet imbal-
ances of many ycars’ standing arc prevailing
throughout our credit markets. Of particular con-
cern is the clevated level of long-term rates,
which has depressed our housing markets and
discouraged businesses from undertaking the
capital investment and balance sheet restructur-
ing so urgently nceded. Once factor keeping those

Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Committee on Banking, Housing, and
Urban Affuirs, U.S. Senate, July 20, 1982,

I am pleased to have this opportunity once again
to discuss monetary policy with you within the
context of recent and prospective cconomic de-
velopments., As usual on these occasions, you
have the Humphrey-Hawkins report of the
Board of Governors before you. This morning |
want to enlarge upon some aspects of that report
and amplify as fully as [ can my thinking with
respect to the period ahead.

In assessing the current cconomic situation, 1
believe the comments I made five months ago
remain rclevant. Without repeating that analysis
in detail, I would emphasize that we stand at an
important crossroads for the cconomy and for
economic policy.

In these past two ycars we have traveled a
considerable way toward reversing the inflation-
ary trend of the previous decade or more. |

Statements to Congress 487

rates so high is investor fcars of a reemergence of
inflation at even higher levels as the economy
recovers—repeating the pattern of recent de-
cades; another is the prospect of the crowding
out of private borrowers because of the financing
of massive and growing federal budget deficits in
the midst of economic expansion. Unless the
Congress and the administration structure a fed-
cral budget that will move toward balance in-
stead of toward greater deficits at higher levels of
cmployment and output, the federal government
will continue to use an outsized share of our
nation’s savings. Private borrowers, under these
circumstances, will continue to face high interest
rates, and the credit-sensitive sectors of our
cconomy will not regain their former vigor. Stim-
ulus to private activity cannot be obtained by
promulgating rules favoring onc sector over an-
other. Instead we must work to increase the flow
of credit to all private borrowers and to assure
that this credit will be available at reasonabie
rates by pursuing monetary and fiscal policics
that promisc a lasting abatement of inflationary
pressures. (|

would recall to you that, by the late 1970s, that
trend had shown every sign of feeding upon itself
and tending to accelerate to the point at which it
threatened to undermine the foundations of our
cconomy. Decaling with inflation was accepted as
a top national priority, and as cvents developed,
that task fell almost entirely to monetary policy.

In the best of circumstances, changing cn-
trenched patterns of inflationary behavior and
expectations—in financial markets, in the prac-
tices of business and financial institutions, and in
labor negotiations—is a difficult and potentially
painful process. Thosc, consciously or not, who
had come to “*bet’” on rising prices and the ready
availability of relatively cheap credit to mask the
risks of rising costs, poor productivity, aggres-
sive lending, or overextended financial positions
have found themselves in a particularly difficult
position.

The pressures on financial markets and inter-
est rales have been aggravated by concerns over
the prospect of huge volumes of Treasury financ-
ing, and by the nced of some businesses to
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borrow at a time of a severe squeeze on profits.
Lags in the adjustment of nominal wages and of
other costs to the prospects for sharply reduced
inflation are perhaps inevitable, but they have
the effect of prolonging the pressure on profits—
and indirectly on financial markets and employ-
ment. Remaining doubts and skepticism that
public policy will ““carry through™ on the effort
to restore stability also affect interest rates,
perhaps most particularly in the longer-term mar-
kets.

In fact, the evidence now seems to me strong
that the inflationary tide has turned in a funda-
mental way. In making that statement, 1 do not
rely entirely on the exceptionally favorable con-
sumer and producer price data thus far this year,
when the recorded rates of price increase (at
annual rates) declined to 3% and 2% percent
respectively. That apparent improvement was
magnified by some factors likely to prove tempo-
rary, including, of course, the intensity of the
recession; those price indexes are likely to ap-
pear somewhat less favorable in the second half
of the year. What seems to me more important
for the longer run is that the trend of underlying
costs and nominal wages has begun to move
lower, and that trend should be sustainable as the
economy recovers upward momentum. While
less easy to identify—labor productivity typical-
ly does poorly during periods of business de-
cline—encouraging signs have appeared that
both management and workers are giving more
intense attention to the effort to improve produc-
tivity. That effort should ‘‘pay off’” in a period of
business expansion by helping to hold down
costs and encouraging a revival of profits, there-
by setting the stage for the sustained growth in
real income we want.

I am acutely aware that these gains against
inflation have been achieved in a context of
serious recession. Millions of workers are unem-
ployed, many businesses are hard-pressed to
maintain profitability, and business bankruptcies
are at a postwar high. While some of the hardship
can reasonably be traced to mistakes in manage-
ment or personal judgment, including presump-
tions that inflation would continue, large areas of
the country and sectors of the economy have
been swept up in more generalized difficulty. Our
financial system has great strength and resilien-

cy, but particular points of strain have been
evident.

Quite obviously, a successful program to deal
with inflation, with productivity, and with the
other economic and social problems we face
cannot be built on a crumbling foundation of
continuing recession. As you know, there have
been some indications—most broadly reflected
in the rough stability of the real gross national
product in the second quarter and small in-
creases in the leading indicators—that the down-
ward adjustments may be drawing to a close. The
tax reduction effective July I, higher social se-
curity payments, rising defense spending and
orders, and the reductions in inventory already
achieved, all tend to support the generally held
view among economists that some recovery is
likely in the second half of the year.

I am also conscious of the fact that the leveling
off of the GNP has masked continuing weakness
in important sectors of the economy. In its early
stages, the prospective recovery must be led
largely by consumer spending. But to be sus-
tained over time, and to support continuing
growth in productivity and living standards,
more investment will be necessary. At present,
as you know, business investment is moving
lower. House building has remained at depressed
levels; despite some small gains in starts during
the spring, the cyclical strength ‘‘normal’’ in that
industry in the early stages of recovery is lack-
ing. Exports have been adversely affected by the
relative strength of the dollar in exchange mar-
kets.

I must also emphasize that the current prob-
lems of the American economy have strong
parallels abroad. Governments around the world
have faced, in greater or lesser degree, both
inflationary and fiscal problems. As they have
come to grips with those problems, growth has
been slow or nonexistent, and the recessionary
tendencies in various countries have fed back,
one on another.

In sum, we are in a situation that obviously
warrants concern, but also has great opportuni-
ties. Those opportunities lie in major part in
achieving lasting progress—in pinning down and
extending what has already been achieved—
toward price stability. In doing so, we will be
laying the base for sustaining recovery over



many years ahead and for much lower interest
rates, even as the cconomy grows. Conversely,
to fail in that task now, when so much hcadway
has been made, could only greatly complicate the
problems of the economy over time. [ find it
difficult to suggest when and how a credible
attack could be renewed on inflation should we
neglect completing the job now. Certainly the
doubts and skepticism about our capacity to deal
with inflation—which now scem to be yielding—
would be amplified, with unfortunate conse-
quences for financial markets and ultimately for
the economy.

[ am certain that many of the questions, con-
cerns, and dangers in your mind lie in the short
run—and that those in good part revolve around
the pressures in financial markets, Can we look
forward to lower interest rates to support the
expansion in investment and housing as the
recovery takes hold? Is there, in fact, enough
liquidity in the cconomy to support expansion—
but not so much that inflation is reignited? Will,
in fact, the economy follow the recovery path so
widely forecast in coming months?

These are the questions that we in the Federal
Reserve must deal with in setting monetary poli-
cy. As we approach these policy decisions, we
are particularly conscious of the fact that mone-
tary policy, however important, is only one
instrument of economic policy. Success in reach-
ing our common objective of a strong and pros-
perous cconomy depends upon more than appro-
priate monetary policics, and I will touch this
morning on what seem to me appropriately com-
plementary policies in the public and private
sectors.

THE MONETARY TARGETS

Five months ago, in presenting our monetary and
credit targets for 1982, I noted some unusual
factors could be at work, tending to increase the
desire of individuals and businesses to hold as-
sets in the relatively liquid forms encompassed in
the various definitions of money. Partly for that
reason—and recognizing that the conventional
base for the M1 target of the fourth quarter of
1981 was relatively low—I indicated that the
Federal Open Market Committee contemplated
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growth toward the upper ends of the specified
ranges. Given the bulge early in the year in M1,
the Committec also contemplated that that par-
ticular measure of money might for some months
remain above a straight-line projection of the
targeted range from the fourth quarter of 1981 to
the fourth quarter of 1982,

As cvents developed, M1 and M2 both re-
mained somewhat above straight-line paths until
recently. M3 and bank credit have rcmained
generally within the indicated range, although
close to the upper cnds. (See the accompanying
table.) Taking the latest full month (June), MI
grew 5.6 percent from the base period and M2,
9.4 percent, close to the top of the ranges. To the
sccond quarter as a whole, the growth was
higher, at 6.8 percent and 9.7 percent respective-
ly. Looked at on a ycar-over-year basis, which
appropriately tends to average through volatile
monthly and quarterly figures, M1 during the
first half of 1982 averaged about 4.7 percent
above the first half of' 1981 after accounting for
shifts in negotiable order of withdrawal (NOW)
accounts early last ycar. On the same basis, M2
and M3 grew 9.7 and 10.5 percent respectively, a
rate of growth distinctly faster than the nominal
GNP over the same interval.

In conducting policy during this period, the
Committce was sensitive to indications that the
desire of individuals and others for liquidity was
unusually high, apparently reflecting concerns
and uncertainties about the business and finan-
cial situation. One reflection of that may be
found in unusually large declines in ““velocity”
over the period—that is, the ratio of measures of

Targeted and actual growth
of money and bank credit

Percent changes, at seasonally adjusted annual rates

FOMC Actual growth
objective,
Aggregate 19B1:4 to] - 1981:4 0 | 1981:4 to | 1981 HI to
1982:4 1 Junc 1982 1982:2 1982 H!
Ml oo Wi to 5% 5.6 6.8 4.7
M2 . 6t0Y 9.4 9.7 9.7
M3 . 6 to 9% 9.7 9.8 10.5
Bank credit? ....| 6t09Y 8.0 8.3 8.4

. Adjusted for impact of shifts to new NOW accounts in 1981,

2. The base for the bank credit target is the average level of
December 1981 and January 1982, rather than the average for 1981:4.
This base was adopted because of the impact on the serics of shilts of
assets to the new international banking facilities (IBFs); the figwre for
1981 H1 to 1982 HI has been adjusted for the impact of the initial
shifting of assets to 1BEs.
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money to GNP. MI velocity—particularly for
periods as short as three to six months—is his-
torically volatile. A cyclical tendency to slow
(relative to its upward trend) during rccessions is
common. But an actual decline for two consecu-
tive quarters, as happened late in 1981 and the
first quarter of 1982, is rather unusual. The
magnitude of the decline during the first quarter
was larger than in any quarter of the entire
postwar period. Moreover, declines in velocity
of this magnitude and duration are often accom-
panied by (and are related to) reduced short-term
interest rates. Those interest rate levels during
the first half of 1982 were distinctly lower than
during much of 1980 and 1981, but thcy rose
above the levels reached in the closing months of
last year.

More direct evidence of the desire for liquidity
or precautionary balances affecting M1 can be
found in the behavior of NOW accounts. As you
know, NOW accounts are a rclatively new in-
strument, and we have no experience of behavior
over the course of a full business cycle. We do
know that NOW accounts are essentially con-
fined to individuals; their turnover relative to
demand accounts is relatively low; and from the
standpoint of the owner, they have some of the
characteristics of savings deposits, including a
similarly low interest rate but easy access on
demand. We also know the bulk of the increase
in M1 during the early part of the year—almost
90 percent of the rise from the fourth quarter of
1981 to the second quarter of 1982—was concen-
trated in NOW accounts, even though only about
a fifth of total M1 is held in that form. In contrast
to the steep downward trend in low-interest
savings accounts in recent years, savings ac-
count holdings have stabilized or even increased
in 1982, suggesting the importance to many indi-
viduals of a high degree of liquidity in allocating
their funds. A similar tendency to hold morc
savings deposits has been observed in carlier
recessions.

1 would add that the financial and liquidity
positions of the household sector of the econo-
my, as measured by conventional liquid asset
and debt ratios, has improved during the reces-
sion period. Relative to income, debt repayment
burdens have declined to the lowest level since
1976. Trends among business firms are clearly

mixed. While many individual firms are under
strong pressure, some rise in liquid asset hold-
ings for the corporate scctor as a whole appears
to be developing. The gap between internal cash
flow (that is, retained earnings and depreciation
allowances) and spending for plant, cquipment,
and inventory has also been at a historically low
level, suggesting that a portion of recent business
credit demands is designed to bolster liquidity.
But for many years business liquidity ratios have
tended to decline, and balance sheet ratios have
reflected more dependence on short-term debt.
In that perspective, any recent gains in liquidity
appear small.

In light of the evidence of the desire to hold
more NOW accounts and other liquid balances
for precautionary rather than transaction pur-
poses during the months of recession, strong
efforts to reducc further the growth rate of the
monetary aggregates appearcd inappropriate.
Such an effort would have required more pres-
sure on bank reserve positions—and presumably
more pressures on the money markets and inter-
est rates in the short run. At the same time, an
unrestrained buildup of money and liquidity
clearly would have been inconsistent with the
effort to sustain progress against inflation, both
because liquidity demands could shift quickly
and because our policy intentions could easily
have been misconstrued. Periods of decline in
velocity over a quarter or two arc typically
followed by periods of relatively rapid increase.
Those increases tend to be particularly large
during cyclical recoveries. Indced, velocity ap-
pears to have risen slightly during the second
quarter, and the growth in NOW accounts has
slowed.

Judgments on these seemingly technical con-
siderations inevitably take on considerable im-
portance in the target-setting process because
the cconomic and financial consequences (in-
cluding the consequences for interest rates) of a
particular increase in M1 or M2 are dependent on
the demand for money. Over longer periods, a
certain stability in velocity trends can be ob-
served, but there is a noticeable cyclical pattern.
Taking account of those normal historical rela-
tionships, the various targets established at the
beginning of the year were calculated to be
consistent with economic recovery in a context



of declining inflation. That remains our judgment
today. Inflation has, in fact, receded more rapid-
ly than anticipated at the start of the year leaving
potentially more room for real growth. On that
basis, the targets established carly in the ycar
still appeared broadly appropriate, and the Fed-
eral Open Market Committee decided at its re-
cent meeting not to change them at this time.

However, the Committee also felt, in the light
of developments during the first half, that growth
around the top of those ranges would be fully
acceptable. Morcover—and [ would emphasize
this—growth somewhat above the targeted
ranges would be tolerated for a time in circum-
stances in which it appcared that precautionary
or liquidity motivations, during a period of eco-
nomic uncertainty and turbulence, were leading
to stronger-than-anticipated demands for money.
We will look 1o a varicty of factors in reaching
that judgment, including such technical factors
as the behavior of different components in the
money supply, the growth of credit, the behavior
of banking and financial markets, and more
broadly, the behavior of velocity and interest
rates.

[ believe it is timely for me to add that, in these
circumstances, the Federal Reserve should not
be cxpected to respond, and does not plan to
respond, strongly to various bulges—or for that
matter “‘valleys’’—in monctary growth that
seem likely to be temporary. As we have empha-
sized in the past, the data arc subject to a good
deal of statistical ‘‘noise’’ in any circumstances,
and at times when demands for money and
liquidity may be cxceptionally volatile, more
than usual caution is necessary in responding to
“blips.”!

1. In that connection, a number of observers have noted
that the first month of a calendar quarter—most noticeably
January and April—sometimes shows an extraordinarily
large increase in Ml—amplificd by the common practice of
multiplying the actual change by (2 to show an annual rate.
Those bulges, more typically than not, are partially “‘washed
out’’ by slower-than-normal growth the following month. The
standard seasonal adjustment technigques we use to smooth
out monthly money supply variations—indeed, any standard
techniques—may, in fact, be incapable of keeping up with
rapidly changing patterns of {inancial behavior, as they affect
seasonal patterns. A note attached to this statement scts forth
some work in process on new scasonal adjustment techniques
(available on request tfrom Publications Services, Board of
Governors of the Federal Reserve System, Washington, D.C.
20551).
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We, of course, have a concrete instance at
hand of a relatively large (and widely anticipated)
jump in Mt in the first week of July—possibly
influenced to some degree by larger social securi-
ty payments just before a long weekend. Follow-
ing as it did a succession of money supply
declines, that increase brought the most recent
level for M1 barely above the Junc average, and
it is not of concern to us.

In this context, and in view of recent declines
in short-term market interest rates, the Federal
Reserve yesterday reduced the basic discount
rate from 12 to 11Y2 percent.

In looking ahead to 1983, the Open Market
Committee agreed that a decision at this time
would—cven more obviously than usual—nced
to be reviewed at the start of the year in light of
all the evidence as to the behavior of velocity or
money and liquidity demand during the current
year. Apart from the cyclical influences now at
work, the possibility of a more lasting change in
the trend of velocity will need to be evaluated.

The persistent rise in velocity during the past
20 years has been accompanied by rising infla-
tion and interest rates—both factors that cncour-
age cconomization of cash balances. In addition,
technological change in banking—spurred in
considerable part by the availability of comput-
ers—has madc it technically feasible to do more
and more business on a proportionatcly smaller
cash base. With incentives strong to minimize
holdings of cash balances that bear no or low
interest rates and given the technical feasibility
to do so, turnover of demand deposits has
reached an annual rate of more than 300, quadru-
ple the rate 10 years ago. Technological change is
continuing, and changes in regulation and bank
practices are likely to permit still more economi-
zation of Ml-type balances. However, lower
rates of interest and inflation should moderate
incentives to exploit that technology fully. In
those conditions, velocity growth could slow, or
conceivably at some point stop.

To conclude that the trend has in fact changed
would clearly be premature, but it is a matter we
will want to evaluate carefully as time passes.
For now, the Committee felt that the existing
targets should be tentatively retained for next
year. Since we cxpect to be around the top end of
the ranges this year, those tentative targets
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would of coursc be fully consistent with some-
what slower growth in the monctary aggregates
in 1983. Such a target would be appropriate on
the assumption of a morc-or-less normal cyclical
rise in velocity. With inflation declining, the
tentative targets would appear consistent with,
and should support, continuing recovery at a
modcrate pace.

THE BLEND OF MONETARY
AND FiscaL PoLicy

The Congress, in adopting a budget resolution
contemplating cuts in expenditures and some
new revenues, also called upon the Federal Re-
serve to ‘‘reevaluate its monetary targets in
order to assure that they are tully complemen-
tary to a new and more restrained fiscal policy.™
1 can report that members of the FOMC wel-
comed the determination of the Congress (o
achieve greater fiscal restraint, and I want partic-
ularly to recognize the lcadership of members of
the Budget Committees and others in achicving
that result. In most difficult circumstances, prog-
ress is being made toward reducing the huge
potential gap between receipts and expenditures.
But I would be less than candid if 1 did not also
report a strong scnse that considerably more
remains to be done to bring the deficit under
control as the economy expands. The fiscal
situation, as we appraisc it, continues to carry
the implicit threat of crowding out business in-
vestment and housing as the economy grows—a
process that would involve interest rates sub-
stantially higher than would otherwise be the
case. For the more immediate future, we recog-
nized that the need remains to convert the inten-
tions expressed in the budget resolution into
concrete legislative action.

In commenting on the budget, 1 would distin-
guish sharply between the “‘cyclical’” and the
“structural’ deficit—that is, the portion of the
deficit reflecting an imbalance between receipts
and expenditures cven in a satisfactorily growing
economy with declining inflation. To the extent
the deficit turns out to be larger than contempiat-
ed entirely because of a shortfall in cconomic
growth, that “‘add on’’ would not be a source of
so much concern. But the hard fact remains that,

if the objectives of the budget resolution are fully
reached, the deficit would be about as large in
fiscal 1983 as this year’s dcficit, even as the
cconomy expands at a rate of 4 to 5 percent a
year, and inflation (and thus inflation-generated
revenues) remains higher than members of the
Open Market Committee now cxpect.

In considering the question posed by the bud-
get resolution, the Open Market Committee felt
that full success in the budgetary effort should
itself be a factor contributing to lower interest
rates and reduced strains in financial markets. It
would thus assist importantly in the common
effort to reduce inflationary pressures in the
context of a growing economy. By relieving
concern about future financing volume and infla-
tionary expectations, [ believe as a practical
matter a credibly firmer budget posture might
permit a degree of greater flexibility in the actual
short-term execution of monetary policy without
arousing inflationary fears. Specifically, market
anxiety that short-run incrcases in the monetary
aggregates might presage continuing monetiza-
tion of the debt could be ameliorated. But any
gains in these respects will of course be depen-
dent on firmness in implementing the intentions
set forth in the budget resolution and on encour-
aging confidence among borrowers and investors
that the effort will be sustained and reinforced in
coming years.

Taking account of all these considerations, the
Committee did not feel that the budgetary effort,
important as it is, would in itself appropriately
justify still greater growth in the monetary aggre-
gates over time than | have anticipated. Indeed,
excessive monetary growth—and perceptions
thereof—would undercut any benefits from the
budgetary effort with respect to inflationary ex-
pectations. We believe fiscal restraint should be
viewed more as an important complement to
appropriately disciplined monetary policy than
as a substitute.

CONCLUDING COMMENTS

In an ideal world, less exclusive reliance on
monetary policy to deal with inflation would no
doubt have eased the strains and high interest
rates that plague the economy and financial



markets today. To the extent that the fiscal
process can now be brought more fully to bear on
the problem, the better off we will be—the more
assurance we will have that interest rates will
decling and keep declining during the period of
recovery, and that we will be able to support the
increases in investment and housing essential to
a healthy, sustained recovery.

Efforts made in the private sector—to increase
productivity, to reduce costs, and to avoid infla-
tionary and job-threatening wage increases—are
also vital, even though the connection between
the actions of individual firms and workers and
the performance of the economy may not always
be evident to the decisionmakers. We do know
that progress is being made in these areas, and
more progress will hasten full and strong cxpan-
sion.

But we also know that we do not live in an
ideal world. Strong resistance has developed to
changing patterns of behavior and expectations
ingrained over ycars of inflation. The slower the
progress on the budget, the more industry and
labor build in cost increases in anticipation of
inflation or government acts to protect markets
or impede competition; the more highly specula-
tive the financing undertaken, the greater the
threat that available supplies of money and credit
will be exhausted in financing rising prices in-
stead of new jobs and growth. Those in vulnera-
ble competitive positions arc most likely to feel
the impact first and hardest, but unfortunately
the difficulties spread over the cconomic land-
scape.

The hard fact remains that we cannot escape
those dilemmas by a decision to give up the fight
on inflation—by declaring the battle won before
it is. Such an approach would be transparently
clear—not just to you and me—but to the inves-
tors, the businessmen, and the workers who
would, once again, find their suspicions con-
firmed that they had better prepare to live with
inflation, and try to keep ahead of it. The reac-
tions in financial markets and other scctors of the
economy would, in the end, aggravate our prob-
lems, not eliminate them. It would strike me as
the cruelest blow of all to the millions who have
felt the pain of recession directly to suggest, in
effect, that it was all in vain.

I recognize months of recession and high inter-
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est rates have contributed to a sense of uncer-
tainty. Businesses have postponed investment
plans. Financial pressures have cxposced lax
practices and stretched balance sheet positions
in some institutions—financial as well as nonfi-
nancial. The earnings position of the thrift indus-
try remains poor.

But none of those problems can be dealt with
successfully by re-inflation or by a lack of indi-
vidual discipline. It is precisely that environment
that contributed so much to the current difficul-
ties.

In contrast, we are now secing new attitudes of
cost containment and productivity growth—and
ultimately our industry will be in a more robust
competitive position. Millions are benefiting
from less rapid price increases—or actually low-
er prices—at their shopping centers and eclse-
where. Consumer spending appears to be moving
ahead, and inventory reductions help set the
stage for production increases.

Those developments should help recovery get
firmly under way. The process of disinflation has
enough momentum to be sustained during the
carly stages of recovery—and that success can
breed further success as concerns about inflation
recede. As recovery starts, the cash flow of
business should improve. And more confidence
should encourage greater willingness among in-
vestors to purchase longer debt maturities.
Those factors should in turn work toward reduc-
ing interest rates and sustaining them at lower
levels, encouraging in turn the revival of invest-
ment and housing we want.

[ have indicated that the Federal Reserve is
sensitive to the special liquidity pressurcs that
could develop during the current period of uncer-
tainty, Moreover, the basic solidity of our finan-
cial system is backstopped by a strong structure
of governmental institutions precisely designed
to cope with the sccondary effects of isolated
failures. The recent problems, related largely to
the speculative activities of a few highly lever-
aged firms, can and will be contained, and over
time, an appropriate sense of prudence in taking
risks will serve us well.

We have been through—we arc in—a trying
period. But too much has been accomplished not
to move ahcad and complete the job of laying the
groundwork for a much stronger economy. As
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we look forward, not just to the next few months
but to many years, the rewards will be great: in
renewed stability, in growth, and in higher em-

ployment and standards of living. That vision
will not be accomplished by monetary policy
alone. But we mean to do our part, O

Chairman Volcker gave similar testimony before
the Committee on Banking, Finance and Urban
Affairs, U.S. House of Representatives, July 21,

1982.

Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Committee on the Budget, U.S. Sen-
ate, July 28, 1982.

I am pleased to have this opportunity to mect
with you again to review the monetary and
budgetary situation in the light of our economic
objectives.

I want to take this occasion to recognize
particularly the leadership of members of this
committee in pressing for the budgetary savings
reflected in the First Budget Resolution. Given
the nature of our budgetary problems, that step
cannot be the last if we are to bring the fiscal
deficit under control. But it docs represent, in
most difficult circumstances, encouraging cvi-
dence of the willingness and determination of the
Congress to undertake the necessary effort.

In presenting our monetary and credit targets
to the Banking Committees last week, 1 noted
that the basic objective of Federal Reserve mon-
etary policy is the fostering of an environment
conducive to sustained recovery in business ac-
tivity, while maintaining the financial discipline
needed to restore reasonable price stability. In
reviewing the appropriate means to those broad
ends, the Federal Open Market Committee at its
recent meetings concluded, in effect, that the
quantitative objectives for the various Ms sct
forth at the beginning of the year should not be
changed at this time, but that we would find an
outcome around the top of those target ranges
fully acceptable.

In reaching that conclusion, we considered
carefully and explicitly the intent of the Con-
gress, as expressed in the First Budget Resolu-
tion, that the Federal Reserve “‘reevaluate its
monetary targets in order to assure that they are
fully complementary to a new and more re-

strained fiscal policy.”’ In the light of that Reso-
lution, as well as other factors, we debated the
appropriateness of the monetary targets for 1982,

Analysis of past experience suggested strongly
that the previously announced targets, particu-
larly with growth around the top of the range,
should provide enough money and liquidity to
support moderate expansion over the remainder
of this year. Pressing aggressively to reduce
monetary growth well within the ranges did not
seem desirable at this stage of economic develop-
ments, particularly in light of the evidence of a
demand for liquidity for precautionary—as op-
posed to transaction—purposes. A sizable in-
crease in the ranges, on the other hand, might
imply a buildup of money and liquidity to the
degree that it would impair the effort needed to
maintain and extend the encouraging progress
toward disinflation.

In reaching that judgment, we were conscious
that the strong liquidity demands evident in
recent months could shift quickly as the econo-
my showed signs of recovery, and that raising
the targets could easily be misconstrued as a
willingness to tolerate more inflation. At the
same time, the FOMC clearly recognized that
possible demands for liquidity in the current
uncertain economic circumstances would contin-
ue to require a degree of flexibility and judgment
in assessing appropriate needs for money in the
months ahead.

We could observe that, over the first half of
the year, the desire of individuals and businesses
to hold assets in relatively liquid forms appeared
to be extraordinarily strong, apparently reflect-
ing concerns about the business and financial
situation. One reflection of that may be found in
the large declines in the ‘‘velocity” of money
over the recession period—that is, the ratio of
the gross national product to measures of money.



That drop in velocity is particularly striking in
view of the persistence of high interest rates,
suggesting a heightened desire to hold moncey or
liquid assets relative 1o carlier trends.

While velocity often fluctuates widely over
short periods of time, trends have been much
more stable over time. Assuming that velocity
rebounds in the sccond halt—as typically occurs
early in a period of economic recovery—the
targets established at the beginning of the year
for the monctary aggregates should be fully con-
sistent with economic expansion in a context of
declining inflation. Postwar ¢xperience strongly
points in that dircction. However, the FOMC
explicitly considered the possibility that relative-
ly strong precautionary demands for money
could persist. In that cvent—and it would in¢v-
itably involve clements of judgment—growth of
the aggregates somewhat above the targeted
ranges would be tolerated for a time as consistent
with the FOMC’s general policy thrust.

In looking ahcad to 1983, the FOMC has
decided to retain tentatively the existing targets.
The Committee will review the decision at the
start of next year, taking account of, among
other things, the behavior of velocity over the
remainder of this year. Because we expect that
the monctary aggregates will be near the upper
ends of their ranges at the end of 1982, the
tentative targets for 1983 would be consistent
with somewhat slower moncy growth next year.
With inflation declining, the tentative targets
should be compatible with continuing recovery
at a moderate pacc and an improvement in
employment opportunitics.

In approaching these policy decisions, | have
been very conscious of the fact that monctary
policy, however important, is only one instru-
ment of economic policy. The attainment of our
common objective of a strong and prosperous
economy depends also on appropriately comple-
mentary policies in the fiscal sphere and in the
private sector.

Relaxing discipline on money growth might
seem attractive to some as a means of alleviating
stresses in financial markets. Indeed, in circum-
stances in which inflationary cxpectations and
pressures arce quiescent, the immediate effect of
encouraging faster growth in moncy might be to
lower interest rates, particularly in short-term
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markets. In time, however, an attempt to main-
tain lower interest rates by excessive money
growth would founder. The net result would be
to embed inflation even more deeply into our
cconomic system, and to make buyers of fixed-
interest sccuritics still more wary. Sooner or
later, public and private demands for credit
would reflect the higher price levels, and savings
likely would be discouraged. Market pressures
would return in amplifiecd force. Put simply,
inflationary creation of moncy provides no cs-
cape from the pressures of demands for credit,
nor can money creation substitute for real sav-
ings.

We can, of course, affect that balance of
demand and supply in credit markets by fiscal
and other policies, and that is why I welcome the
cffort of the Congress to achicve greater fiscal
restraint. I recognize—and more importantly the
markets recognize—that sizable obstacles re-
main in converting the intentions expressed in
the First Budget Resolution into concrete legisla-
tive action; harmonizing the values and aims of
the authorizing and revenue committees—indeed
the values and aims of our citizens—within the
constraints of budgetary discipline is always dif-
ficult, and no more so than in today's circum-
stances.

Morcover, the cifort this ycar must be put in
larger perspective. Even if the objectives of the
Budget Resolution are fully achieved for next
year and the underlying economic assumptions
arc rcalized, the deficit in fiscal year 1983 would
be about as large as this year’s. Morcover, the
risks scem, in my judgment, all on the side of a
still greater deficit, despite your important cf-
forts. If the deficit turns out to be larger than
expected entirely because of a shortfall in cco-
nomic growth or inflation—and 1 would point out
that the members of the FOMC anticipate some-
what less real growth and inflation (and thus
inflation-gencrated revenues) than does the Con-
gress—that “‘add on” should not be a source of
much concern. What is of concern is that you are
working from so large a “‘structural’” deficit—a
deficit that would exist even in a relatively
prosperous cconomy—and that concern would
mount to the extent the targeted savings are not
achieved.

As we appraisc the fiscal situation today,
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projected deficits continue to carry the implicit
threat of ‘‘crowding out’ business investment
and housing as the economy cxpands—a process
that would mmply significantly higher interest
rates than would otherwise result. Your continu-
ing leadership in prodding your colleagues in the
Congress to deal with the budget dilemma thus
remains crucially important to the outlook for
interest rates and the credit markets.

Put more positively, significant progress in
paring the deficits will contribute importantly to
lower interest rates and reduced strains in finan-
cial markets within any monetary framework.
That budgetary policy, as we see it, is not
fundamentally a substitute for disciplined mone-
tary policy but rather an essential complement.

When monetary policy alone must carry the
burden of dealing with inflation, and when fiscal
deficits absorb so large a fraction of the capacity
of the economy to generate savings, pressures
tend to concentrate on financial markets and on
vulnerable credit-dependent sectors of the econ-
omy. Conversely, budget restraint relieves those
pressures and risks directly and would reinforce
the growing sense of conviction that the infla-
tionary tide has turned.

While the FOMC, in responding to the Budget
Resolution, did not feel that larger growth in the
money supply over time would be desirable, let
me also say that 1 believe a credibly firmer
budgetary posture would permit us a degree of
greater flexibility in the short-run conduct of
policy. Specifically, by damping concern about a
resurgence of inflation or credit market pres-
sures, fiscal restraint also lessens fears that

short-run increases in the money supply might
presage a continuing inflationary monetization of
the debt. But any gains in that respect will of
course depend on firmness in implementing the
intentions set forth in your First Resolution, and
encouraging confidence among investors and
borrowers that the effort will be sustained and
reinforced in coming years.

I need not dwell on the fact that we are in most
difficult economic circumstances, with unem-
ployment far too high, with strong pressures on
financial markets, and with a sense of wide-
spread uncertainty. We cannot build a sound
program against inflation on a basc of continuing
recession. But let us recognize, too, that we have
come a long way toward turning back the infla-
tionary tide that had come to grip our economy
over the decade of the 1970s, and that promising
evidence of improvements in productivity and
efficiency is under way. More recently, there are
at least some signs that the ‘‘grid-lock’’ in the
financial markets may be beginning to break up;
interest rates, while still very high in historical
perspective, have declined to the lowest levels
for some time.

The challenge is to sustain that progress during
a period of recovery, for such progress is needed
to extend and support economic expansion over
the long years ahead. Monetary and fiscal poli-
cies alike need to be directed, and work in
concert, toward that objective. In that context, [
and my colleagues believe a continuing dialogue
with members of this Committee is highly con-
structive, and I welcome your comments and
questions. |



Announcements

CHANGES IN DISCOUNT RATL

The Federal Rescrve Board approved a reduc-
tion in the basic discount rate from 12 percent to
11% percent, cffective July 20, 1982, The action
was taken in the context of recent declines in
short-term market rates and the relatively re-
strained growth of money and credit in recent
months.

In announcing the change, the Board acted on
requests from the Federal Reserve Banks of
Chicago, Dallas, Atlanta, Richmond, Kansas
City, New York, and San Francisco. (Subse-
quently, the Board approved similar action by
the directors of the Federal Reserve Banks of
Boston, Cleveland, St. Louis, and Minncapolis,
effective July 21, and the Fedcral Reserve Bank
of Philadelphia, effective July 23, 1982.) The
discount rate is the interest rate that applics to
borrowings from the District Federal Reserve
Banks.

In light of market interest rates and relatively
restrained money and credit growth, the Federal
Reserve Board on July 30, 1982, approved a
reduction in the basic discount rate from 1%
percent to 11 percent, effective August 2.

The Board acted on requests from the Federal
Reserve Banks of Boston, New York, Philadel-
phia, Richmond, Atlanta, Chicago, St. Louis,
Minneapolis, Kansas City, Dallas, and San Fran-
cisco. (Subsequently, the Board approved simi-
lar action by the directors of the Federal Reserve
Bank of Cleveland, effective August 3, 1982.)

REVISIONS IN PRICED SERVICES

The Federal Reserve on July 29, 1982, an-
nounced planned revisions in priced services
offered to depository institutions.

The changes werc announced by K. Gerald
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Corrigan, President of the Federal Reserve Bank
of Minneapolis and Chairman of the System’s
Pricing Policy Committec. The changes will be
phased in over a number of months beginning in
August.

Among the changes announced are technical
revisions in the method for pricing Federal Re-
serve services and accclerations in the collection
of certain classes of checks. Also announced
were plans for further reduction of Federal Re-
serve float and pricing of automated clearing-
house (ACH) services. Plans for an electronic
check collection (ECC) program that had been
under discussion will be discontinued.

In announcing the pricing and service changes,
Mr. Corrigan cmphasized that the Federal Re-
serve System’s continuing objcctive is to en-
hance the efficiency of the payments mechanism
in a manner consistent with the Fed’s overall
public responsibilitics.

The System’s initial pricing strategy was based
on detailed cost estimates and involved calculat-
ing individual product costs, then adding a pri-
vate sector adjustment factor (PSAF). The re-
vised pricing technique recognizes that the valuc
of some services might be different from their
costs and takes into account prevailing market
practices. The most important and widespread
use of this technique will be reflected in prices
for handling certain types of cash letter deposits
(checks deposited with the Federal Reserve for
clearance), an arca in which major improvements
have been made in the availability of funds to
depositing institutions.

REVISED OTC STOCK LIST

The Federal Reserve Board has published a
revised list of over-the-counter (OTC) stocks
that are subject to its margin regulations, cffec-
tive July 26, 1982.
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Changes that have been made in the list, which
now includes 1,536 OTC stocks, are as follows:
86 stocks have been included for the first time; 19
stocks previously on the list have been removed
for substantially failing to meet the requircments
for continued listing; and 42 stocks have been
removed for reasons such as listing on a national
securities exchange or being acquired by another
firm. The list is available on request from Publi-
cations Services, Board of Governors of the
Federal Reserve System, Washington, D.C.
20551.

PROPOSED ACTIONS

The Federal Reserve Board has announced that
it is seeking comment on possible changes in the
Board’s rules concerning ways to deal with sell-
er's points—reduced rate financing—in disclo-
sures under its Regulation Z (Truth in Lending).
The Board requested comment by August 27,
1982,

The Federal Reserve Board has also requested
comment on a proposal by the Federal Reserve
Banks to improve the speed and efficiency of the
nation’s payments mechanism by modifying the
System’s check processing and collection proce-
dures. The Board asked for comment on the
proposal by Scptember 20, 1982.

CHANGE IN BOARD STAFF

The Federal Reserve Board has announced the
following appointment.

Griffith L. Garwood, Deputy Director, has
been named Director of the Board’s Division of
Consumer and Community Affairs, effective Au-
gust 1, 1982, He succeeds Janet Hart, director of
the division since 1976, who has retired.

SYSTEM MEMBERSHIP:
ADMISSION OF STATE BANKS

The following banks were admitted to member-
ship in the Federal Reserve System during the
period July 11 through August 10, 1982:

Colorado

- NTTE) v W Aurora Bank

Westminster.......... Bank of Westminster
Florida

Fort Myers. ............ First Independence

Bank of Florida

Texas

ElPaso.................. Ciclo Vista Bank

Midland........... Midland American Bank
Vermont

Stowe ........... Mountain Trust Company



Legal Developments

BANK HOLDING COMPANY AND BANK MERGER
ORDERS ISSUED BY THE BOARD OF GOVERNORS

Orders Under Section 3 of Bank Holding
Company Act

Citicorp,
New York, New York

Order Approving Acquisition of Bank

Citicorp, New York, New York, a bank holding com-
pany within the meaning of the Bank Holding Compa-
ny Act, has applied for the Board’s approval under
section 3(a)(3) of the act (12 U.S.C. § 1842(a)(3)) to
acquire 100 percent of the voting shares, less diree-
tors’ qualifying shares, of Citibank (Delaware), Wil-
mington, Delaware, a proposed new bank.

Notice of the application, affording opportunity for
interested persons to submit comments and views, has
been given in accordance with section 3(b) of the act
and the time for filing comments and views has ¢x-
pired. The Board has considered the applications and
all comments reccived, including those of Kingsbridge
Heights Neighborhood [Improvement  Association
(“*“KHNIA™),"in light of the factors set forth in section
3(¢) of the act (12 U.S.C. § 1842(¢)).

Citicorp, with total consolidated assets of $119.2
billion, is the second largest banking organization in
the nation.2 [t presently operates three banking subsid-
iaries. Its lead bank, Citibank, N.A., New York, New
York, which accounts for approximately 87 percent of
its consolidated assets, is a full-scrvice commercial
bank with $21.9 billion in domestic deposits. It is the
second largest commercial bank in the state of New
York with 12.3 percent of state-wide commercial bank
deposits as ol June 30, 1981. Citibank (New York
State), N.A., Buftalo, New York, is engaged principal-
ly in retail banking through branches north of the New

L. The Board notes that an objection to approval of the application
was also received from Option Advisory Services, Inc., New York.
New York, concerning the operations of certain of Citicorp’s subsid-
iaries and alleging certain conflicts of interest involving Citicorp.
Inasmuch as these objections were determined to be immaterial.
nonsubstantive, and without merit, the related request tor hearnng has
been denied.

2. Unless otherwise stated. banking data aie as of December 31,
1981.

York City metropolitan area, in New York Statc.
Citibank (South Dakota), N.A., Sioux Falls, South
Dakota, was cstablished in 1981 principally to conduct
the nationwide consumer credit card activities trans-
ferred from Citibank (New York State), N.A. Citicorp
also cngages, directly and through subsidiarics, in a
variety of nonbanking activities,

Bank is a newly chartered bank formed to engage in
wholesale banking on a national and international
basis. Scction 3(d) of the Bank Holding Company Act
(12 U.S.C § 1842(d)) prohibits the Board from approv-
ing any application by a bank holding company to
acquire any bank located outside the state in which the
operations of the bank holding company’s banking
subsidiaries are principally conducted unless the ac-
quisition is **specifically authorized by the statute laws
of the state in which such bank is located, by language
to that effect and not merely by implication.”” On
February 19, 1981, the state of Delaware amended its
banking laws to permit an out-of-state bank holding
company to acquire a single de novo bank that will be
“operated in a manner and at a location that is not
likely to attract customers from the general public in
[Delaware] to the substantial detriment of existing
banking institutions located in this state.””®

The proposed acquisition under the Delaware law is
subject to approval by the State Bank Commissioner
who, in acting on the application, must consider the
financial and managerial resources of the out-of-state
bank holding company or its subsidiary, the future
prospects of the company, its financial history, wheth-
er the acquisition may result in undue concentration of
resources or substantial lessening of competition in
Delaware, and the convenience and needs of the
public in Delaware. On November 17, 1981, the State
Banking Commissioner of Delaware preliminarily ap-
proved Citicorp’s formation and acquisition of Bank.
Based on the foregoing, the Board has determined, as
required by section 3(d) of the act, that the proposed
acquisition conforms to Delaware law and is specifi-
cally authorized by the statute laws of Delaware.

3. Delaware Code Annotated Title 5 § 803 (Interim Supp. 1981).
The law provides, however, that the bank may be operated to attract
and retain customers with whom the bank, the out-of-state holding
company, or the holding company’s banking and nonbanking subsid
iaries have or have had business relations.
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Under the limitations imposed by Delaware law on
Bank’s operations it is not likely that Bank will be a
significant competitor in the Wilmington banking mar-
ket.* The Board notes that Bank will engage in a
“wholesale’” banking business in the United States
and internationally, will hold demand and other types
of deposits, make loans, and provide a range of other
banking and financial services to corporate customers
and depository institutions. Inasmuch as Bank will
provide these services de novo, consummation of the
proposed transaction is regarded as procompetitive.
Accordingly, the Board concludes that the proposal
will not have adverse effects on competition in any
relevant area, and that the overall competitive effects
of the proposal are consistent with approval.

The financial and managerial resources of Citicorp,
its subsidiaries and Bank are considered satisfactory,
and their future prospects appear favorable. The
Board has considered the capital position of Citicorp,
and wishes to reemphasize its earlier statements that
the nation’s largest banking organizations should make
every effort to improve their capital positions over
time. With respect to Citicorp, the Board has noted the
improvements that Citicorp has made in its capital
position, and expects that efforts for further improve-
ment will continue. Accordingly, banking factors are
consistent with approval of the proposal.

With respect to the effect of this application on the
convenience and needs of the community to be served,
the Board notes that upon consummation of this
proposal a variety of financial services will be avail-
able to Bank’s customers, as well as to other local
depository institutions and their customers. Such serv-
ices include foreign exchange and international trade
services, custodial services, investment management
services, and private placement advice. Bank will also
participate in loans originated by local banks, thereby
making a larger amount of lendable funds available to
local borrowers.

In considering the effects of the proposed acquisi-
tion on the convenience and needs of the community
to be served, the Board also has considered the record
of Citicorp’s subsidiaries in meeting the credit needs of
their communities as provided in the Community
Reinvestment Act of 1977 (““CRA’) (12 U.S.C.
§ 2901-05) and the Board’s Regulation BB (12 C.F.R.
§ 228). In this regard, the Board has reviewed the
objections raised by KHNIA concerning the record of
performance of Citicorp’s lead bank, Citibank, N.A.,
New York, New York, under the CRA. With regard to

4. The Wilmington banking market is approximated by Cecil Coun-
ty in Maryland, Salem County in New Jersey, Chester County in
Pennsylvania, and New Castle County in Delaware.

the issues raised by the protest, the Board has consid-
ered all the information submitted by KHNIA, as well
as the responses of Citibank. In addition, representa-
tives of the Board participated in a public meeting held
by the Office of the Comptroller of the Currency
(**OCC”’) on April 20, 1982, with regard to a branch
application pending before the OCC, which KHNIA
had protested based on identical issucs under CRA.
The entire record of that public meeting has been made
part of the record in this application. The Board has
also considered the conclusions reached by the OCC
resulting from recent regular and special examinations
of Citibank that included an assessment of Citibank’s
CRA record.

KHNIA maintains that Citibank is pursuing a strate-
gy of ‘‘disengagement’’ in the Bronx, as reflected by
the closing of four branches in the Bronx in the past
four years, particularly the branch located in the
Kingsbridge Heights neighborhood. As the Board has
stated previously, while it may not prescribe the
manner in which an applicant conducts its operations
provided that they conform with applicable law and
banking practices, the Board does expect an applicant
to conduct its operations with due regard to serving
the needs of its community.’ In this case the Board
does not find evidence that Citibank is pursuing a
policy of disengaging itself from the Bronx generally.
Moreover, while the closing of the Kingsbridge
Heights branch inconvenienced some Citibank cus-
tomers, it appears that their banking needs continue to
be served by Citibank and other depository institu-
tions in the area. Citibank currently operates 21
branches throughout the Bronx, more than any other
depository institution in that area. Since 1976, Citi-
bank has opened three branches in the Bronx and
relocated two branches. In recent years, Citibank has
spent over $6 million in renovating 18 of its Bronx
branches including the Kingsbridge Branch.

With respect to the Kingsbridge Heights branch,
which was opened in 1974, from the record it appears
that it was closed because it was not profitable, despite
specific efforts undertaken by Citibank to improve its
profitability. Citibank has established internal stan-
dards and procedures for closing branches, including
meeting with community representatives and planning
for continued provision of banking services to custom-
ers. The record indicates that in closing the Kings-

5. **First National Boston Corporation’, 66 FEDERAL RESERVE
BULLETIN 162 (1980). The Board notes that opening and closing
branches is a factor considered by each of the Federal bank regulatory
agencies in assessing the record of performance of a bank in meeting
the credit needs of its community. Sec for example, section 228.7(g) of
Board’s Regulation BB (12 C.F.R. § 228.7(g)).



bridge Heights branch Citibank gencrally observed
these internal procedures, and that these procedures
have also been observed in a number of suburban
Citibank branch closings. Morcover, Citibank oper-
ates four branches within one mile of the closed
Kingsbridge Heights site, and there are numerous
other banking alternatives within a short distance of
the closed branch. Indeed, the record indicates that as
of the date of the hearing, Citibank is continuing to
serve a substantial portion of the accounts formerly
maintained at the Kingsbridge Heights branch.

The second issue raised by KHNIA concerns Citi-
bank’s record in meeting the need for long-term mort-
gage and rehabilitation financing of multifamily hous-
ing, Citibank has received few applications for and has
extended few long-term loans for multifamily housing.
Citibank’s policy of requiring a personal guarantee
from any owner/landlord sccking multifamily credit is
a contributing factor. This policy, which is applied
uniformly by Citibank throughout its entire communi-
ty, reduces the risk involved with such fending, and is
a common requircment for this type of financing by
commercial banks in the New York City arca. While
the policy may have a more significant effect on
residential lending in arcas that have a greater propor-
tion of multifamily housing such as the Bronx, the
Board believes that such a policy is consistent with
safe and sound bank practices. KHNIA asserts that
Citibank has failed to honor an carliecr commitment
made to it in 1980 to work with community groups on
developing an effective loan program for multifamily
housing rehabilitation and other credit needs of the
community, In this regard, Citibank notes that one
governmental program directed at multifamily hous-
ing, in which it planned to participate, did not develop
as anticipated. Moreover, in an effort to assist in
providing financing for housing, Citicorp has created a
separate subsidiary, Citicorp Community Develop-
ment, Inc., which has lent over $500 million to rehabil-
itate housing throughout the New York area, including
$80 million for housing renovation in the Bronx since
1978. In addition, Citibank notes its leadership in
residential lending throughout the New York City
area, and its continued activitics with community
groups.

The final issue raised by KHNIA charges that
Citibank instituted an advertising campaign directed to
customers in the Bronx promoting the availability of
residential credit in areas outside the Bronx. From the
record, it appears that the advertising program, which
was directed to all Citibank customers in a four-county
area, including the Bronx, promoted residential hous-
ing in Rockland and Westchester counties. While one
aspect of the program may have suggested that there
was greater availability of credit outside the Bronx,
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Citibank asserts that this suggestion was not intention-
al. Citicorp also concedes that this program was the
result of a marketing error, and has expressed its
intention of closcly monitoring its subsidiarics’ adver-
tising programs in the future. While the Board believes
that this type of promotion is a lcgitimate arca for
concern, the direct impact on the community does not
appear great, In addition, the record indicates that
Citibank extends credit to Bronx residents on the same
basis as to residents of other communitics it serves.
On balance, this issuc does not outweigh the positive
aspects of Citibank’s record.

Based on the foregoing, and other facts of record,
the Board believes that Citicorp’s overall record is
consistent with the purposes of CRA, and that factors
relating to the convenience and needs of the communi-
ty arc consistent with approval of the application.
Accordingly, on the basis of the record, the applica-
tion is approved. The transaction shall not be made
before the thirtieth calendar day following the effective
date of this Order, or later than six months after the
effective date of this Order, unless such period is
extended for good causc by the Board or the Federal
Reserve Bank of New York, pursuant to delegated
authority.

By order of the Board of Governors, effective
July 21, 1982,

Voting for this action: Chairman Volcker and Governors
Martin, Partee, Tecters, and Rice, Absent and not voting:
Governors Wallich and Gramley.

(Signed) JAMES MCAFEE,

[SEAL] Associate Secretary of the Bouard,

Hospital Trust Corporation,
Providence, Rhode Island

HTC Propertics, Inc.,
Providence, Rhode Island

Order Approving Acquisition of a Bank and
Formation of a Bank Holding Company

Hospital Trust Corporation, Providence, Rhode Island
(“*Applicant’’), has applicd for the Board’s approval,
pursuant to section 3(a)(3) of the Bank Holding Com-
pany Act of 1956 (12 U.S.C. § 1842(a)(3)), to acquire
through merger with its wholly-owned subsidiary HTC
Properties, Inc., National Columbus Bancorp, Inc.,
Providence, Rhode Island (‘*Columbus’), and indi-
rectly its subsidiary bank, Columbus National Bank of
Rhode Island, Providence, Rhode Island (**Bank’’). In
connection with this application, HT'C Properties,



502 Federal Reserve Bulletin [} August 1982

Inc., Providence, Rhode Island, has applied for the
Board’s approval, under scction 3(a)(1) of the act
(12 U.S.C. § 1842(a)(1)), to become a bank holding
company through merger with Columbus.

Notice of the application, affording an opportunity
lor interested persons to submit comments and views,
has been given in accordance with section 3(b) of the
act. The time for filing comments and views has
expired and the Board has considered the application
and all comments received in light of the factors set
forth in section 3(¢) of the act (12 U.S.C. § 1842(c)).

Applicant, the third largest banking organization in
Rhode Island, controls aggregate deposits of $1.1
billion, representing 15.4 percent of total deposits in
commercial banks in the state.' Acquisition of Colum-
bus ($117 million in deposits), the ninth largest banking
organization in Rhode Island, will increase Applicant’s
share of commercial bank deposits in the state by 1.6
percent but will not alter Applicant’s ranking in the
state. Thus, consummation of the transaction would
not result in a significant increase in the concentration
of banking resources in Rhode Island.

Applicant operates in the Providence, Rhode Island,
banking market, white Columbus Bank operates in the
Providence, Rhode Island,z and New lLondon, Con-
necticut,? banking markets. It appears from the facts
of record that consummation of the proposal would
have no significant cffects on potential or cxisting
competition in the New London market. Applicant is
the third largest of 19 commercial banking organiza-
tions competing in the Providence market with $1.2
billion in total deposits, controlling about 15.4 percent
of total commercial bank deposits in the market.*
Cotumbus is the ninth largest commercial banking
organization in the Providence market with $117.2
million in deposits, controlling 1.7 percent of the
market. Acquisition of Columbus by Applicant would
result in the elimination of some cxisting competition
between Applicant and Columbus in the Providence
banking market.

In this instance, Applicant’s acquisition of Colum-
bus would increase Applicant’s market share to 17.1
percent, while Applicant’s rank in the market would
remain unchanged. Following consummation of this
proposal, the market’s four-firm concentration ratio
would increase from 74.7 to 76.4 percent. However,

1. Unless otherwise indicated, all banking data are as of June 30,
1981.

2. The Providence banking market is approximated by the Provi-
dence SMSA and the towns of West Greenwich and Exeter, Rhode
Island.

3. The New London banking market s approximated by the New
London Ranally Metio Arca and the town of Voluntown, Connecti-
cut.

4, Data are as of June 30, [981.

the Providence banking market contains a targe num-
ber of banking organizations. I[n light of these and
other facts of record, the Board finds that consumma-
tion of the proposal will result in an climination of
cxisting competition between Applicant and Columbus
and will increase somewhat the concentration of bank-
ing resources in the Providence market. While con-
summation of the proposal would have adverse com-
petitive  eftects, the Board notes that the overall
operations of Columbus and Bank have declined in
recent years, which has served to reduce its effective-
ness as a competitor in the Providence market. Ac-
cordingly, in light of this and other facts of record, the
Board’s judgment is that the anticompetitive effects of
the proposed transaction are not significantly adverse.
Moreover, the Board is of the view that other factors
associated with this proposal mitigate any anticompet-
itive effects of the transaction.

The financial and managerial resources and future
prospects of Applicant and its subsidiaries are satisfac-
tory and their future prospects appear favorable. As a
result of consummation of this proposal, Columbus’
financial and managerial resources will be strength-
ened, particularly in light of Applicant’s commitment
to provide Bank with $6 million of additional capital.
This affiliation with Applicant represents a means of
preserving and strengthening a competitor in the mar-
ket. ‘Thus, considerations relating to banking factors
lend weight toward approval of (he application,

The Board has received a protest from Raul 1.,
Lovett, Providence, Rhode Island (‘‘Protestant’),
representing an unidentified group of persons, chal-
lenging under the Community Reinvestment Act, the
record of Applicant’s subsidiary bank, Rhode Island
Hospital ‘Trust National Bank, Providence, Rhode
Island (**Hospital Trust’’), in meeting the credit needs
of its community in low- and middle-income areas in
Providence, Rhode Island. Protestant contends that
mortgage data statistics indicate that Hospital Trust
has made disproportionately more mortgage loans in
the high-income sections of Providence than in the
low- (o moderate-income areas of the city. The Board
has considered Protestant’s comments and Appli-
cant’s response and has found that Protestant’s allega-
tions are without merit.

Hospital Trust’s record is generally satistactory and
indicates that it is meeting the credit needs of its
community. Hospital Trust has been active in assisting
small businessmen by providing technical assistance
and below market financing to such busincsses. Also,
Hospital Trust has been active in restoring abandoned
property in the low-income arcas of Providence and
has participated in an organization that channels funds
to low- and moderate-income neighborhoods. Such
projects are providing cmployment to minority citi-



zens in the arca. Thus, Protestant’s allegations are
without merit.*

In addition, Applicant intends to provide Columbus
with access 1o Applicant’s secondary mortgage capa-
bilitics, full trust services, automated teller facilities,
and commercial lending expertise, In light of the
above, considerations relating to the convenience and
needs of the community to be served lend significant
weight toward approval of the application and out-
weigh any adverse competitive effects that might re-
sult from consummation of the proposal. Accordingly,
the Board has determined that these applications
should be approved.

On the basis of the record, these applications are
approved for the reasons summarized above. The
transaction shall not be made before the thirticth
calendar day following the cftective date of this Order
unless such period is extended for good cause by the
Board, or by the Federal Reserve Bank of Boston.
under delegated authority.

By order of the Board of Governors, effective
July 12, 1982,

Voting tor this action: Vice Chairman Martin and Gover-
nors Partee, Teeters, and Rice, Absent and not voting:
Chairman Volcker and Governors Wallich and Gramley.

(Signed) JAMES MCAFEL,

fseAl | Associate Secretary of the Board.

Texas Commerce Bancshares, Inc.,
Houston, Texas

Telp Corporation,
Houston, Texas

Order Approving Formation of « Bank Holding
Company, Merger of Bank Holding Companies and
Acquisition of Nonbanking Companies

Texas Commerce Bancshares, Inc., Houston, Texas
(*"Texas Commerce™), a bank holding company within
the meaning of the Bank Holding Company Act
(12 U.S.C. §§ 1841 ¢t seq.) has applied for the Board’s
approval under section 3(a)(5) of the act (12 U.S.C.

5. Protestant has also requested an extension of time in which to
file additional information and a request for o hearng regarding tins
application. Under scction 3(b) of the act, the Board is required to
hold a hearing when the primary supervisor ol the bank to be acquired
recommends disapproval of the application (12 U.S.C. § 1842(b)). In
this case, the Comptroller of the Currency has recommended that the
application be approved and, therefore, there 1s no stalutory require-
ment that the Board hold a hearing. Moreover, the Board has
considered the allegations of Protestant, Applicant’s response, and
other facts of record and finds that a grant of an extension of time in
which to file additional information is unwairanted and that a hearing
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§ 1842(a)(5)) to acquire El Paso National Corporation,
El Paso, Texas (ElI Paso National’’), and thereby
acquire El Paso National’s banking and nonbanking
subsidiarics. Upon acquisition, Bl Paso National's
banking and nonbanking subsidiaries will be trans-
ferred to a newly formed nonoperating subsidiary of
Texas Commerce, Telp 2 Corporation, Houston, T'ex-
as (““T'elp’), whose name will then be changed to El
aso National Corporation, Fl Paso, Texas. Telp has
also applied to become a bank holding company pursu-
ant to  scction 3(a)(1) of the act (12 U.S.C.
§ 1842(a)(1)).

In addition, Texas Commerce and Telp have applied
for the Board’s approval, under section 4(c)(8) of the
act (12 U.S.C. § 1843(¢)(8)) and scction 225.4(b)(2) of
the Board’s Regulation Y (12 C.1.R, § 225.4(b)}2)), Lo
acquire El Paso National's nonbanking subsidiaries,
Trans Texas International Company, Trans Common-
wealth Associates, and El Paso National General
Agency, Inc., all of El Paso, Texas.

Notice of these applications, aflording opportunity
for interested persons to submit comments and views
has been duly published. The time for fiting comments
has expired and the Board has considered the applica-
tions and all comuments recceived in light of the factors
set forth in section 3(¢) of the act (12 U.S.C. § 1842(¢)
and the considerations specified in section 4c)8) of
the act (12 U.S.C. § 1843(c)8)).

Texas Commerce is the third targest banking organi-
zation in Texas, holding total bank deposits of $7.8
billion, or 8.31 percent of the state’s total bank depos-
its, and controlling 50 banking subsidiarics, including
two de novo banks approved but not yet operating.!
Texas Commercee does not have any banking subsid-
jaries operating in the Fl Paso banking market” and its
ncarest banking subsidiary is located approximately
280 miles from El Paso. El Paso National, the largest
banking organization in the El Paso market with 35.8
percent of all banking deposits in the market, ranks
fourteenth among banking organizations in Texas. 1
Paso National holds deposits of $606.4 million, or 0.65
percent of the state’s total bank deposits, and has
seven bank subsidiaries, all operating in the El Paso
banking markct. Consummation of the proposed merg-

would not significantly supplement the record betore the Board, or
resolve any material issues of fact. In view of these facts, meludmg the
circumstances surrounding the financial condition of Bank and the
need for prompt action on this application, the Board concludes that
the record in this casc is sufficiently complete to render & decision and
hereby denies Protestant’s request for an extension of time and a
hearing.

1. All banking data arc as of June 30, 1981, and reflect bank holding,
company formations and acquisitions approved as of December 31,
1981.

2. The El Paso banking market iy defined as the Ll Paso SMSA



504 Federal Reserve Bulletin [J August 1982

er would increase T'exas Commerce’s share of state-
wide banking deposits to 8.96 percent and would make
Texas Commerce the second largest banking organiza-
tion in Texas. While the size of thc organizations
involved is significant, approval of this proposal will
have little effect on statewide concentration or on
statewide banking structure. Because Texas Com-
merce does not operate in the El Paso market, where
all of El Paso National’s subsidiarics opcrate, no
existing competition will be eliminated.

Several factors, including the large size of El Paso
National, its market rank, and the high level of con-
centration in the El Paso market,” have caused the
Board to consider carefully whether this merger may
be precluded upon the basis of the probable future
competition doctrine. In particular, the Board has
reviewed these applications in light of its proposed
policy statement® for assessing competitive effects of
bank and bank holding company acquisitions and
mergers. On the basis of the record, the Board has
concluded that there is insufficient ground upon which
to determine that there would be a substantially ad-
verse effect on potential competition were Texas Com-
merce to enter the El Paso market by merger with El
Paso National.

The financial and managerial resources and futurc
prospects of Texas Commerce, Telp, and El Paso
National and their respective subsidiaries are consid-
ered satisfactory and consistent with approval. Al-
though some new or expanded services may result
from approval of this acquisition, there is no cvidence
in the record indicating that the banking nceds of the
community to be served are not being met. Consider-
ations relating to the convenience and needs of the
community to be served are consistent with approval.

With respect to the applications of Texas Commerce
and Telp to acquire El Paso National’s nonbanking
subsidiaries, these subsidiaries carry on the activities
of a trust company, act as investment or financial
advisor, and act as insurance agent or broker for the
sale of credit related insurance. Such activities have
been found permissible for bank holding companies as
activities closely related to banking or managing or
controlling banks and are included in the list of permis-
sible nonbanking activities in Regulation Y (12 C.F.R.
§ 225.4(a)(4), (5), and (9)). Texas Commerce’s non-

3. The El Paso market has a three firm deposit concentration level
of 76.2 percent and a four firm concentration level of 82.3 percent. The
El Paso market also has a Herfindahl index level of 2431,

4. “*Proposed Policy Statement of the Board of Governors of the
Federal Reserve System for Assessing Competitive Factors Under the
Bank Merger Act and the Bank Holding Company Act’’, 47 Federal
Register 9017 (March 3, 1982). While the proposed policy statement
has not been approved by the Board, the Board will apply the
proposed policy statement to all applications to determine whether
further scrutiny is warranted regarding anti-competitive effects.

banking subsidiaries do not derive significant amounts
of business from the El Paso area. El Paso National’s
nonbanking subsidiaries operate solely in the El Paso
SMSA. There is no evidence in the record to indicate
that approval would result in undue concentration of
resources, decreased or unfair competition, conflicts
of interest, unsound banking practices, or other ad-
verse effects on the public interest. Accordingly, the
Board has determined that the balance of public inter-
est factors it must consider under section 4(c¢)(8) of the
act is consistent with approval of the applications.

Based on the foregoing and the facts of record, the
Board has determined that the applications under
sections 3(a)(1), 3(a)(5), and 4(c)}8) should be and are
approved. The merger shall not be made before the
thirtieth calendar day following the effective date of
this Order; and neither the subject merger nor the
acquisition of the nonbanking subsidiaries shall be
made later than three months after the effective date of
this Order, unless such period is extended for good
cause by the Board or by the Federal Reserve Bank of
Dallas, pursuant to delegated authority. The determi-
nation as to Texas Commerce’s and Telp’s acquisition
of El Paso National’s nonbank subsidiaries is subject
to the conditions set forth in section 225.4(c) of
Regulation Y (12 C.F.R. § 225.4(c)) and to the Board’s
authority to require such modifications or termination
of activities of a holding company or any of its
subsidiaries as the Board finds necessary to assure
compliance with the provisions and purposes of the act
and the Board’s regulations and Orders issued there-
under, or to prevent evasion thereof.

By order of the Board of Governors, effective
July 27, 1982.

Voting for this action: Chairman Volcker and Governors
Martin and Rice. Voting against this action: Governor Tee-
ters. Absent and not voting: Governors Wallich, Partee, and
Gramley.

(Signed) JAMES MCAFEE,

[SEAL] Assoctate Secretary of the Board.

Dissenting Statement of Governor Teeters

By approving these applications, the Board is continu-
ing the trend it set in the PanNational case! of applying
the standards set by the United States Court of Ap-
peals for the Fifth Circuit? for probable future compe-
tition analysis in such an unrealistic manner as to

1. “"Mercantile Texas Corporation” (PanNational Group, Inc.), 68
FEDERAL RESERVE BULLETIN 191 (1982),

2. Mercantile Texas Corp. v. Bourd of Governors, 638 F.2d 1255
(5th Cir. 1981).



climinate this type of analysis as an cffective tool for

the monitoring and regulation ot the development of

banking markets. As I stated in my dissent regarding
that application, although probable future competition
analysis has been burdened with cumbersome stan-
dards, 1 do not believe that the Board has given
sufficient attention to ways of administering these
standards that would make their application more
feasible.

It is evident to me that the facts of this casce, when
viewed realistically, would support a finding that the
acquisition will substantially lessen probable future
competition. Indecd, 1 belicve that the facts of record
would support a denial of this application within the
standards set forth by United States Court of Appeals
for the Fifth Circuit. The El Paso banking market is
highly concentrated, there are relatively few potential
entrants into this market, and the market is attractive
to outside banking organizations, as witnessed by the
size and number of such organizations that have
entered the market. Texas Commerce’s expansion
history and de novo banking cxperience indicates that
de novo or foothold entry is feasible for Texas Com-
merce and such entry would result in the eventual
deconcentration of this market. If the majority contin-
ues to believe that such facts are not adequate to
support a denial of this type of application, 1 doubt that
sufficient facts would be found in many future applica-
tions.

July 27, 1982

Orders Under Section 4 of Banking Holding
Company Act

Citicorp,
New York, New York

Order Approving Engaging in Data Processing and
Data Transmission Activities

Citicorp, New York, New York, a bank holding com-
pany within the meaning of the Bank Holding Compa-
ny Act, has applied for the Board’s approval under
section 4(c)(8) of the act (12 U.S.C. § 1843(c)}(8)) and
section 225.4(b)(2) of the Board’s Regulation Y
(12 C.F.R. § 225.4(b)(2)) to enguge in certain data
processing and data transmission activities through a
subsidiary to be known as Citishare Corporation (**Ci-
tishare’’) New York, New York. Citicorp proposes to
engage, through Citishare, in the following activities:
processing and transmitting banking, financial, and
economic related data for others through timesharing;
electronic funds transfer; home banking; authentica-
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tion; provision of packaged financial systems to depos-
itory or other institutions to perform traditional bank-
ing functions; selling excess capacity on data
processing and data transmission facilities; providing
by-products of permissible data processing and data
transmission activities; and providing data processing
and data transmission services for the internal opera-
tions of Citicorp and its subsidiarics. These activities
would be performed from an office of Citishare located
in New York, New York, and the geographic area to
be served is the entire United States. The Board has
determined that certain data processing activities are
closely related to banking and therefore permissible
for bank holding companics (12 C.F.R. § 225.4(a)(8)).

Notice of Citicorp’s application, affording interested
persons the opportunity to submit comments on the
public interest factors, was duly published (44 Federal
Register 12504 (1979)). Following publication of notice
of the application, the Association of Data Processing
Service Organizations C*ADAPSO™) and other inter-
ested organizations (collectively “*Protestants™)! filed
written submissions in opposition to the application
and requested that the Board cither deny the applica-
tion or order a formal hearing on the application.

On June 10, 1980, the Board published an Order
requiring a public formal administrative hearing on
Citicorp’s proposal (45 Federal Register 41533 (1980)).
Prior to commencement of the hcaring, the Board
granted a request by Citicorp to amend its application
by adding certain activities related to data processing
and transmission, including electronic funds transfer
activities, to the activities proposed to be engaged in
by Citishare Corporation. Citicorp also proposed that
the Board adopt an amendment to its Regulation Y to
permit the activitics specified in Citicorp’s application.

After Citicorp amended its application, the Board
republished the Order for a formal public hearing to
consider Citicorp’s application and the proposed rule
(45 Federal Register 75221 (1980)). The Hearing Order
stated that material issues of fact existed concerning
Protestants’ assertion that technological developments
in the data processing industry had advanced the
scope of data processing activities, including the pro-
posed activities, beyond that contemplated by the
Board’s Regulation Y. The Hearing Order also noted
that certain of the proposed activities had not previ-
ously been determined to be permissible for bank
holding companies. Accordingly, the Board directed
that a public hearing be held with respect to whether

each of the activities proposed by Citicorp is *‘so

1. Other Protestants to the application were: ADP Network Serv-
ices, Inc.. Comshare, Inc.; National CSS, lnc.; On-Line Systems,
Inc.; Quantum Computer Services, Inc.; and Tymshare, Inc. On-Line
Systems, Inc. subsequently withdrew from the proceeding.
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closely related to banking or managing or controlling
banks as to be a proper incident thereto’ within the
meaning of section 225.4(a) of Regulation Y and scc-
tion (4(c)8) of the act; and whether cach of the
proposed activities can reasonably be expected to
produce benefits to the public that outweigh possible
adverse effects.

A public formal hearing, in accordance with the
Board’s Rules of Practice for Hearings (12 C.F.R.
§ 263), was held on July 6 and 7, September 21, 22, and
23, and November 16 and 17, 1981, in Washington,
D.C., before an Administrative Law Judge appointed
by the Board. A substantial record on the application
and proposed rule was developed through the submis-
sion of exhibits and testimony and through the partici-
pation of Protestants, Citicorp, and other interested
parties.

In a Recommended Decision dated March 29, 1982,

the Administrative Law Judge concluded that each of

the activities proposed to be engaged in by Citicorp is
closely related to banking and thus permissible for a
bank holding company. The Administrative Law
Judge also found that approval of Citicorp’s proposal
would produce benefits to the public that would out-
weigh possible adverse effects. Accordingly, the Ad-
ministrative Law Judge recommended that the Board
approve the application. The Administrative Law
Judge also recommended that Regulation Y be amend-
ed to encompass those activitics proposed by Citicorp
that are not currently permissible for bank holding
companies. Protestant’s timely filed Exceptions to the
Administrative Law Judge’s Recommended Decision
and Citicorp timely filed a Response to Protestant’s
Exceptions,

Having considered the entire record of the proceed-
ing, including the transcript, exhibits, rulings and
briefs filed in connection with the hearing, the Recom-
mended Deccision filed by the Administrative Law
Judge, together with Protestants’ Exceptions thereto
and Citicorp’s Response to Protestants’ Exceptions,
the Board has determined that the Administrative Law
Judge’s findings of fact and conclusions, as modified
and supplemented herein, are fully supported by the
evidence of record and should be adopted as the
findings and conclusions of the Board. Accordingly,
the Board now states its findings on the facts and its
conclusions drawn therefrom and issues its Order.

Findings
Citicorp, the largest banking organization in the Unit-

ed States, controls two subsidiary banks in New York
with aggregate deposits of $24.3 billion, representing

7 72: ATI banking data arc as of June 30, 1981.

13.6 percent of total domestic deposits in commercial
banks in that state. Applicant also controls one subsid-
jary bank in South Dakota with deposits of $174.5
million, representing 3.6 percent of total domestic
deposits in commercial banks in that state.2 Citicorp’s
New York banking subsidiary, Citibank, N.A., cn-
gages in some of the proposed activities through an
unincorporated division of Citibank known as Citi-
share. Citicorp proposes to transfer all of the activities
that were commenced de novo by Citishare and the
new activities contemplated by this application to
Citishare Corporation, a wholly-owned subsidiary of
Citicorp.

Whether Citicorp's Proposed Activities are Closely
Related to Banking

As discussed above, section 4(¢c)(8) of the act permits a
bank holding company to engage, directly or through a
subsidiary, in activities that the Board, after due
notice and opportunity for hearing, has determined by
order or regufation to be **so closely related to banking
or managing or controlling banks as to be a proper
incident thereto.”

In the “*National Courier’’ decision,*a federal court
established guidelines to determine whether a particu-
lar activity mects the ‘‘closely related to banking”
test. Under these guidelines, an activity may be found
to be closely related to banking if it is demonstrated
that banks generally have in fact provided the pro-
posed service; or that banks generally provide services
that are operationally or functionally so similar to the
proposed services as to equip them particularty well to
provide the proposed service; or that banks gencerally
provide services that are so integrally related to the
proposed service as (o require their provision in a
specialized form .4 The Board has previously found the
“*National Courier’’ guidelines useful in determining
whether there is a reasonable basis for an applicant’s
opinion that a proposcd nonbanking activity is closely
related to banking.s The Board's Regulation Y also
permits bank holding companies to engage in activities
that are incidental to closely related activities. The
“National Courier’ court defined incidental activities

3. National Courier Association v. Board of Governors of the
Federal Reserve System, 516 F.2d 1229 (D.C. Cir. 1975).

4. These guidelines have been followed by other Federal Cireuit
Courts of Appeals. NCNB Corporation v. Board of Governors of the
Federal Reserve System, 599 F.2d 609 (4th Cir. 1979); Association of
Bank Travel Bureaus, Inc. v. Board of Governors of the Federal
Reserve System 568 F.2d 549, 551 (7th Cir. 1978); Alabama Associa-
tion of Insurance Agents v. Board of Governors of the Federal
Reserve System, 533 F.2d 224, 241 (5th Cir. 1976), modificd on other
grounds, 558 F.2d 729 (1977), cert. denied, 435 U.S. 904 (1978).

5. E.g., **NCNB Corporation’” (Superior Insurance Company and
Superior Claim Service), 64 FrDERAL RESFRVE Buli kN 506, 507
(1978), aft’d sub nom. NONB Corporation v. Board of Governors of
the Federal Reserve System, 599 F.2d 609 (4th Cir. 1979).



as thosc that arce necessary to the performance of
closely related activities.®

L. Internal Operations. Citicorp proposes 1o pro-
vide data processing and data transmission services
for the internal operations of Citicorp and its subsid-
iaries. This activity is a permissible servicing activi-
ty under section 4(¢c)(1)}(C) of the act and the current
provisions of the Board’s Regulation Y (12 C.F.R.
§ 225.4(a)(8)(1)). This activity was not protested and
the Board finds that it is permissible.

2. Data Processing through Timesharing. Citicorp
proposes to provide to financial and other institu-
tions a variety of data processing’ services with
respect to financial, banking and other economic
related data through timesharing.® In timesharing
technology, the data to be processed are transmit-
ted, typically through leased telephone lines, to and
from the computer through use of a terminal on the
customer’s premises. As part of this activity, Citi-
corp proposcs to provide services such as credit
analysis and financial modeling to banks and other
financial institutions. Citicorp also proposes to pro-
vide accounting, bookkeeping, and economic fore-
casting and similar services to businesses generally.
The third clement of this activity consists of provid-
ing customers with access to data bases containing a
variety of financial and economic information, such
as national cconomic statistics, that is stored in
Citicorp’s computers.

The Board finds that the proposed timesharing
activity is closely related to banking. The record of
this proceeding demonstrates that banks in fact
provide data processing services that assist banks in
performing their own credit functions and that per-
form financial bookkeeping and accounting opera-
tions for other businesses. The record also demon-
strates that banks have for many years provided

6. 516 F.2d at 1241,

7. These services include data processing means the processing of
banking, financial and economic data, delivery of such data to and
from customers and furnishing systems to protect the sccurity of such
data.

8. Citicorp proposes to process and transmit “banking, financial,
and economic related data.” (emphasis supplied). This formulation
differs somewhat from the current provision of Regulation Y which
permits data processing of baoking, financial, and related economic
data (12 C.F.R. § 225.4(a)(8)(i1)). Protestants assert that the **cconom-
ic related data” test is too broad and includes data that are not closely
related to banking. The Board agrees with Protestants” assertion that
“economic related data’ implies a significant expansion of the type of
data permitted to be processed and transmitted by bank holding
companies. The Recommended Decision contains no conclusion or
finding to support such an expansion of the types of data permitted to
be processed and transmitted. The record supports a finding that
banks engage in the processing and transmission of economic data and
such a finding was not contested by Citicorp. Therefore, the Board
finds that Citicorp should be permitted to perform permissible data
processing activitics for “‘banking, financial, and economic data,”
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cconomic  statistics, forecasts, and analyses by
newsletter or circulars. These findings support the
conclusion that Citicorp’s proposed services are
closely related to banking under the “*National Cou-
rier’’ criteria because they are provided by banks or
are so similar to banking services that banking
organizations are particularly well equipped to pro-
vide such services.

The proposed services appear to be permissible,
to a large extent, under the existing provisions of the
Board’s Regulation Y.” The only novel aspect of this
proposcd activity is that the data to be processed or
provided would be transmitted by remote electronic
means rather than by the traditional **batch’ meth-
od, under which the data are physically delivered to
the computer. The Board has recognized, in previ-
ous actions involving data processing activitics, that
the particular technology by which a data processing
activity is provided is not determinative of whether
such an activity is permissible. In its “‘Decimus™
decision,®the Board expressly stated that permissi-
ble data processing services may be provided by any
technologically feasible method. !

Protestants object to the Recommended Deci-
sion’s failure to impose controls that would limit the
proposed timesharing activities as well as the other
proposcd operations to permissible banking, finan-
cial and economic data. The Recommended Deci-
sion, however, imposed the limitation, which the
Board adopts, that all proposed data processing
services provided by Citicorp to others outside the
holding company for banking, financial, and cco-
nomic data must be provided pursuant to a written
agreement so describing and limiting the services.

‘The Board also adopts the Recommended Deci-
sion’s requirement that the data processing fucili-
tics'? provided or made available 10 customers by
Citicorp must be designed and marketed for the
transmission of permissible banking, financial, and
economic data. However, the Board notes that,
based on the facts of rccord, Citicorp has the

9. Section 225.4(0)(8)(i1) of Regulation Y currently provides that it
is permissible for a bank hotding company to store and process
banking, financial, or related economic data, such as performing
payroll, accounts receivable or payable, or billing services.

10. **BankAmerica Corp.”” (Decimus Corp.), 66 FEDLRAL RESLRVE
Burrens 511, 513 (1980).

11. Protestants argue that the technology that Citicorp proposes to
use to process and transmit the data, viewed independently, 1s not
closely related to banking within the meaning of the act. The Board
belicves, however, that the data processing technology involved in
this proposal is not an activity in itself, but merely the means of
providing services that the record demonstrates are closely related to
banking.

12. Fugilities is defined to melude data processing and transmission
hardware. systems software, documentation and operating personnel.
Hardware refers to the electronic equipment used in creating data
processing systems. Software refers to the coded instiuctions that
control the manner in which the data is processed by the hardware.
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technological capability to limit the use of its data
processing facilities to the types of financial data
that the Board has found permissible for a bank
holding company. The Administrative Law Judge
did not impose any restrictions on this basis on the
grounds that it is undesirable to requirc excessive
efforts in equipment design. The Board believes,
however, that it is appropriate that all reasonable
efforts should be taken to assure compliance with
the Board’s finding that only the processing and
transmission of banking, financial, and economic
data is permissibie. A limitation on the types of data
for which processing and transmission services ire
oftered does not appear excessive, since the tech-
nology to effect such limitation currently exists,
Therefore, in conducting its timesharing and other
proposed activities, Citicorp should take the techni-
cal steps necessary to ensure that its facilities are
operated only with respect to banking, financial, and
economic data. Accordingly, based on the entire
record of this proceeding, the Board finds that the
provision of data processing and data transmission
activities through timesharing, under the limitations
described above, is closely related to banking.

3. On-Site Duata Processing. Citicorp proposes to
provide packaged financial systems, including gen-
eral and special purpose hardware and software, for
installation at the site of a depository or other
institutional customer for the purpose of eftecting
banking or banking-related activities such as check
collection, trust department securitics recordkeep-
ing, and the issuance of certificates of deposit. The
record of this proceeding demonstrates that, as a
part of the correspondent banking relationship,
banks sell systems that perform these functions to
other banks.

The software that would be provided in connec-
tion with this activity would assist financial institu-
tion customers to perform banking and financial
operations, such as check collection and issuance of
certificates of deposit. The Board believes that
offering this type of software to banks and financial
institutions is so functionally similar to ordinary
correspondent services that banking organizations
are particularly well suited to provide such soft-
ware, within the second standard of the ‘‘National
Courier’’ test. Moreover, because banks and other
financial institutions require such software in a
specialized form, the proposed offering of such
software is closely related to banking under the third
standard of the ‘‘National Courier’’ test.!?

13, The software developed in connection with correspondent
services may also be a permissible by-product that may be sold to
others as an incidental activty of permissible data processing activi-
ties. See, 12 C.F.R. § 225.123(e)(2).

The record indicates that Citicorp also intends to
provide computer hardware, as part of an integrated
package with software, to financial institutions in
connection with its on-site data processing services.
The Board believes that, unless it is specifically
required to be provided in a specialized form, the
sale of computer hardware is not itself an activity
that is closely related to banking.'* However, the
record supports a finding that the proposed offering
of general purpose or specialized hardware in con-
nection with a package of data processing services
designed to perform traditional banking operations
is reasonably necessary to providing such a package
of services and therefore is a permissible incidental
activity to an activity that is closely related to
banking.

The Recommended Decision found that custom-
ers of data processing services require that suppliers
provide both software and hardware as an integrated
package. Customers are interested in obtaining solu-
tions to their data processing problems and are
unwilling to obtain the various components of a data
processing package tfrom different vendors. More-
over, according to the record, certain types of
hardware are now being offered with software built
into the hardware.’® Thus, as the Recommended
Decision found, a prohibition against providing
hardware in connection with the sale of software or
other data processing services would place the data
processing vendor at a competitive disadvantage.
Accordingly, the activity of providing software
without the corresponding authority to provide re-
lated hardware is of questionable economic feasibil-
ity.“’

14. To the extent that software or hardware is required to be
provided in a specialized form in order to provide a permissible data
processing ot tansmission services, and is not likely to be used, to any
significant extent, for nonfinancial purposes, the provision of such
software or hardware as a part of such service is “*closely related to
banking" in the act as interpreted by the courts that have ruled on that
language.

15. ADAPSO also contends that the evidence showing the econom-
ic necessity of packaging hardware with software is limited to certain
types of software (systems software, that is, software designed to
control the hardware and not to perform specific tasks). This evidence
does not support, it is argued, a finding that provision of hardware and
software together in general is economically necessary, A review of
the record shows that the Recommended Decision’s finding on this
topic and supporting data are not limited to any particular type of
software.

16. ADAPSO objects to these findings on the grounds that there is
some evidence in the record that software is viewed in this industry as
a product separate from hardware. However, that software and
hardware may be separate products does not preclude a finding that as
a practical matter both products must be provided to the seller in the
same package. Moreaver, the Administrative Law Judge, after having
been presented with all of the evidence, made the factual determina-
tion that it was only questionably feasible to sell software and other
services without hardware. Even if some cvidence might support a
conflicting inference, the Board's review of the record indicates that
the Judge's conclusion is supported by substantial evidence, is
reasonable, and should be upheld.



In order to assure that its proposed provision of
hardware comprises only an incidental activity, Citi-
corp has committed that it will offer hardwarc only
in conjunction with software that is designed and
marketed solely for banking, financial, or cconomic
data. Citicorp has also committed that the hardware
provided as a part of an integrated package of data
processing services will not constitute the predomi-
nant part of the package.

In the Board’s view, the offering of computer
hardware is relatively far removed from banking
functions and the provision of hardware is permissi-
ble only as an incidental activity. A bank holding
company should not, accordingly, become involved
in such an activity to any substantial extent, even in
connection with permissible data processing activi-
ties. According to the record, hardware costs ap-
proximately 25 percent of total costs for the data
processing industry as a whole, and are even lower
{12-13 percent) for large firms. This data suggests
that the sale of hardware is now an ancillary aspect
of the provision of data processing services and
indicates an approximate ceiling that is consistent
with the Board’s view of the permissible extent of
involvement in an incidental activity.

Based on these facts, the Board has determined
that Citicorp may ofter general purpose hardware in
connection with the provision of its data processing
services only i’ the cost to Citicorp of such hardware
generally does not exceed approximately 30 percent
of the total cost of the services provided. The Board
recognizes that, in individual cases, the cost of
hardware may cxceed the percentage limitation yet
remain incidental to the sale of software. However,
the Board would view with concern hardware sales
that consistently exceed this limitation because such
circumstances would indicate that the sale of hard-
ware had ceascd 1o be incidental and had become a
primary activity.’” The Board ¢xpects, that in com-
puting relative costs for purposes of applying this
limitation, all costs, both direct and indirect, of each
component of the package of services, including the
cost of development of that component, will be
taken into account and that the cost of each compo-
nent will reflect only the costs attributable to that
component. In light of the facts of record, including
the condition that Citicorp not provide general pur-
pose hardware where the cost of the hardware

17. The Board believes that a 30 percent limitation will provide
sufficient flexibility to adapt to the changing realities of the market for
data processing services. The Roard notes that Citishare may make
minor alterations on procured equipment that is intended to be sold as
part of a package. However, Citicorp has not applied for approval to
manufacture hardware or software and this activity is not intended to
be encompassed by this order.
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exceeds 30 percent of the total cost of the package of
data processing services, the Board finds that the
offering of hardware in connection with the pro-
posed on-site data processing services is a permissi-
ble incidental activity.'®

In sum, the Board finds that providing a package
of hardware and software as part of the proposed
on-site data processing services is closely related to
banking or an incidental activity to an activity that is
closely related to banking.

4. Electronic Funds Transfer and Information Fx-
change Activities. Citicorp proposes to sell integrat-
ed data processing and transmission systems, in-
cluding both hardware and software, designed to:
facilitate interbank transactions such as transfers of
funds, foreign exchange, check clearing and collec-
tion; and transmit between such institutions other
financial and cconomic information normally ex-
changed by financial institutions, (money market
data).

The record of this proceeding demonstrates that
these activities are fundamental banking functions
and that banks have. in tact, provided the proposed
services. " The record also demonstrates that banks
are particularly well equipped to provide the pro-
posed funds transfer services, Moreover, the neces-
sity for security and accuracy in the operation of
these services requires the provision of these serv-
ices, including hardware and software, in a special-
ized form.

The proposed activitics therefore meet the “*Na-
tional Couricr’’ tests for activities that are closely
related to banking and, based on the entire record of
this proceeding, the Board finds that the proposed
clectronic funds transfer and information ¢xchange
activities are closcly related to banking.

S. Home Banking Services. Citicorp proposes 1o
provide consumers with banking-related scrvices
and the capability to access banking and financial
services through packaged electronic data process-
ing and data transmission systems including soft-

18. Citicorp also intends to sell hardware, specifically terminals, in
connection with its timesharing proposal. The Board’s findings that
the provision of hardware is incidental to the on-site proposal apply
cqually to the sale of general purpose terminals in connection with
permissible timesharing activities. Moreover, the conditions  dis-
cussed above applicable to the oftering of hardware in connection with
on-site data processing are intended to apply to the offering of
hardware in connection with timesharing or any other activity in-
volved in this proposal where general purpose hardware is proposed
to be provided.

19. For example, Citibank and other New York banks have created
an automated clearing house that processes thousands of funds
transfers each day. Morcover, banks have established large interbank
networks with hundreds of terminals for the transmission of financial
information other than funds transfers.
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ware and hardware. Citicorp would offer desk-top
automated teller machines to consumers for use in
the home. These machines would enable consumers
to instruct the bank 10 pay their bills. to receive
financial information. such as moneyv market rates
and stock prices. and to perform limited budget and
accounting functions.

In the Board’s view. each aspect of the proposed
home banking services is closely related to banking.
Regarding bill paying and the provision of financial
information. the record shows that many large
banks now provide cash management services to
their corporate customers. These services involve
providing such customers. through terminals placed
in their offices. access to banking services as well as
information providing money market rates. Provid-
ing the same services and information to consumers
through terminals located in the home clearly is so
functionally similar to these cash management serv-
ices currently provided to corporate customers that
banks are well suited to provide the proposed serv-
ices.

As noted above, banks now provide budgeting
and tax accounting services 10 business customers
and. under the current provisions of Regulation Y.
bank holding companies also provide these services
10 business customers. The record of this proceed-
ing demonstrates that banks are particularly well
equipped to provide these services. Providing these
same services 1o consumers is. in the Board's view.
also functionally similar to providing the services to
business customers. To the extent this proposed
activity requires the sale of hardware and software
as an integrated part of the entire activity. such
hardware and software will be provided 10 the
consumer in a specialized form suitable only for the
banking-related operations encompassed by the pro-
posal.

Accordingly. each of the elements of Citicorp’s
home banking proposal meets at least one of the
“*National Courier™” tests for closelyv relatedness.
Based on its consideration of the entire record of
this proceeding. including Citicorp’s commitments.
the Board finds that the provision of home banking
services. as described and listed above. is closely
related 10 banking.

6. Authenticarion. Citicorp proposes 1o provide
hardware and software for authentication of inter-
bank and intrabank identifiers for funds transfer and
other electronic transmissions.

According to the record. banks require provision
of these services in a specialized form for protection
from the substantial risks of electronic forgerv. The
proposed service meets the ““National Courler™ test
for an acuwvity that is closely related 10 banking and

based upon 11> consideration of the entire record of
this proceeding. including Citicorp’s commitments.
the Board finds that the provision of authentication
systems is closely related to banking.

7. Excess Capacirv. Citicorp proposes (o sell. for
any purpose. excess capacity on data processing
and data transmission facilities. The only involve-
ment of Citishare will be the furnishing of the
facilities. In connection with the sale of excess
capacity. Citicorp has committed that it will not
provide programs for nonfinancial data and will not
purchase equipment to create excess capacity. The
Administrative Law Judge also recommended that
Citicorp be prohibited from providing hardware in
connection with excess capacity.

The sale of excess computer time has been deter-
mined by the Board to be incidental to the provision
of permissible data processing services.™ The re-
cord of this proceeding demonstrates that because
of the time-sensitive nature of much of the daia
processed and customer expectations. data proces-
sors providing timesharing must maintain sufficient
capacity 10 meet peak demand and provide back-up
capacity in case of equipment failure. Excess capac-
ity necessarily results from these requirements. The
sale of such excess capacity is essential to imeshar-
ing since such sales are necessary to reduce costs
and to remain competitive.?'

Accordingly. based on the record of this case.
including Citicorp’s commitment and the Adminis-
trative Law Judge's limitation. the Board finds that
the sale of excess computer capacity is incidental to
the provision of data processing and transmission
services concerning banking. financial. and eco-
nomic data.??

8. By-Products. Citicorp proposes to sell the by-
products of permissible data processing and data
transmission activities. By-products may be data.
software. or data processing techniques that may be
applicable to the data processing requirements of

20. 12 C.F.R. £ 225.123(en ).

21. The Administrative Law Judge determined that the sale of

excess capacity 1s closely related to banking. Protestants challenge

this finding. and the Board agrees that Protestani<’ exception is

technically correct. The Board believes that the Admimistrative Law
Judge’s conclusion is premised on a nusinterpretation of the apphca-

ble standard for a closely related activity. The Administrative Law

Judge’s evaluation of the sale of excess capacity apphes the test for an
activity that is incidental 10 a closely related activity as delineated by

the **National Courier”” court and applied by the Board. No evidence
was introduced in the record of this application that would support
finding that the sale of excess capacity. which can involve any tvpe of
service with respect to anv tvpe of data. is closely related to banking.

22, Section 225 4ta) of Regulation Y permits bank holding compa-
nies 1o engage in “'such incidental activities as are necessary to carry
on’" a closely related activity.
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other industries. The sale of by-products has been
determined by the Board to be a permissible inci-
dental activity. The record of this proceeding dem-
onstrates that the sale of by-products is a necessary
incident to the provision of data processing services.
In its consideration of this activity, the Board relied
on Citicorp’s commitment that by-products will not
be designed or appreciably enhanced for the pur-
pose of marketability.

The proposed activity meets the **National Couri-
er’’ test for an activity that is incidental to a closely
related activity. Accordingly, the Board finds that
the provision of by-products of data processing
activities is incidental to the provision of permissible
data processing and data transmission activities.

Protestants’ General Exceptions. Protestants have
made a general objection to the types of data for
which the proposed data processing services would
be provided. Protestants claim that processing of
financial and economic data is not closely related to
banking because by definition such data is not
banking data. The facts of record indicate, however.
that the data processing activities of banks today are
not limited to banking_data, but extend to other
types of financial and economic data. Because banks
engage in the processing of this type of data, the
Board may properly find, under the *‘National Cou-
rier”’ tests, that Citicorp’s proposed activities with
respect to financial and economic data are closely
related to banking.>

The Balance of Public Benefits Over Possible
Adverse Effects

Under section 4(c)(8) of the act, in order to approve
a proposal by a bank holding company to engage in
activities that the Board has determined to be *‘closely
related to banking,’” the Board must determine wheth-
er the performance of the proposed activity ‘‘can
reasonably be expected to produce benefits to the
public, such as greater convenience, increased compe-
tition, or gains in efficiency, that outweigh possible
adverse effects, such as undue concentration of re-
sources, decreased or unfair competition, conflicts of
interests, or unsound banking practices.”” [n directing
the Board to determine whether the proposed activity
“‘can reasonably be expected to produce bene-

23. Protestants’ argument that the types of data processed by banks
for their internal use is an invalid basis for determining what types of
data a bank holding company may process for others. The record
clearly indicates, however, that banks currently process and transmit
banking, financial, and economic data for others. not merely for
mternal use.

fits . . . that outweigh possible adverse effects,”” the
statute thus commands the Board to assess only those
effects that, based on the record, are reasonably likely
to occur. The Board is not required to ensure against
every potential adverse contingency that might be
hypothesized in connection with a proposal.*

Based on the evidence of record, the Administrative
Law Judge found that the benefits to the public from
the proposal in fact outweigh the possible adverse
effects. The Board concurs in and adopts that finding.

I. Absence of Possible Adverse Effects.
Absence of Tying. Section 106 of the act prohibits
a bank from requiring its customers to purchase
from it an additional service, such as data proc-
essing services, in order to obtain credit from the
bank.? The Board’s Regulation Y applies this
prohibition to a bank holding company engaged in
a permissible nonbanking activity, such as data
processing.?¢ Thus. section 106 prohibits Citicorp
from engaging in any explicit or implicit conduct
that would condition obtaining credit on the pur-
chase of Citicorp’s data processing activities.
Protestant asserts, however, that voluntary ty-
ing could occur with respect to the proposed data
processing services. ‘‘Voluntary tying™ results
when a customer believes that he or she stands a
better chance of obtaining another scarce product
(such as credit) if he or she voluntarily accepts
other unwanted products rather than seeking
these products in the marketplace.?” As the Board
has previously stated, the potential for voluntary
tie-ins is structural and is based on the nature of
competition in the relevant market areas. The
possibility of such tying is significantly reduced in
competitive markets where there are a large num-
ber of alternative sources of credit in the relevant
markets.®

24. Connecticut Bankers Association v. Board of Governors of the
Federal Reserve Svstem, 627 F.2d 245, 254 (D.C. Cir. 1980).

25. 12 U.S.C. § 1971, et seq.

26. 12 C.F.R. § 225.4(cX1).

27. See, “‘*Citicorp™ (Person-to-Person Financial Center), 67 FED-
ERAL RESERVE BULLETIN 443, 446 (1981); ‘‘Virginia National Banc-
shares, Inc.””, 66 FEDERAL RESERVE BULLETIN 668, 670 (1980), aff"d
sub nom. Independent Insurance Agents of America, Inc. v. Board of
Governors of the Federal Reserve System, 646 F.2d 868 (4th Cir.
1981).

28. Id. Contrary to Protestant’s contention, the legislative history
of section 4(c)8) clearly requires the Board to assess market structure
and the market power of the seller in determining the likelihood of
voluntary tie-ins. E.g., H.R. Rep. No. 1747, 9ist Cong.. 2d Sess. 18
(1970) (*‘the dangers of ‘voluntary’ tie-ins are basically structural™
and necessarily involve a ‘‘scarce” commodity). The scarcity of a
product depends on the number of alternative sources for that
product.
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The Administrative Law Judge, finding that
tying in any form is unlikely unless the seller has
market power in the tying product, determined
that the market for commercial loans is a competi-
tive one and no evidence was introduced that any
bank holding company is dominant in any market.
Therefore, there is little likelihood that voluntary
tying would occur in connection with the provi-
sion of the proposed services.

Morcover, Protestants did not introduce any
credible evidence that Citibank has engaged in
any form of tying in connection with its current
data processing services. In this connection, Citi-
corp has stated that the personnel and manage-
ment of its affiliates are fully aware of the anti-
tying provision of section 106 of the act.

Protestants point to certain facts of record as
evidence that voluntary tying is a likely result of
this proposal. This argument overlooks the fact
that scarcity of credit is the fundamental prerequi-
site of voluntary tying. Where there are significant
alternative sources of credit, as is the case here,
the fact that Citicorp would offer some data
processing services as a package, or would em-
ploy the “Citi”’ prefix used by other Citicorp
subsidiarics does not, standing alone, demon-
strate the likelihood of voluntary tying.? In addi-
tion, the Board does not accept Protestants’ argu-
ment that Citicorp will price its data processing
services not solely on the basis of the cost of such
services but also on whether the customer pur-
chases other Citicorp services and thus will en-
courage tying. The anti-tying provisions of the act
and the Board’s Regulation Y noted above cx-
pressly prohibit a bank holding company from
fixing or varying the price for one service on the
express or implied condition that the customer
purchase a service from another Citicorp subsid-
iary. In the absence of any evidence that volun-
tary tying has or will occur, the Board does not
believe this anticompetitive effect is likely to
result from approval of this application.

Absence of Cross-Subsidization or Predatory
Pricing. The Administrative Law Judge deter-
mined that it is unlikely that cross-subsidization
or predatory pricing will result from Citicorp’s
proposed provision of data processing services.
Cross-subsidization is the use of the profits of one

29, For similar reasons, Protestants’ argument that Citicorp has not
made certain commitments to guard against voluntary tying that were
voluntarily made in other applications is not persuasive. Citicorp has
made a number of voluntary commitments to strengthen this proposal
and the record demonstrates that additional commitments are unnec-
essary.

company to subsidize the activities of an affiliate
company or division. Through such subsidization,
the affiliate can offer its services at prices that arc
below its cost.’ The Administrative Law Judge
found that there was no evidence in the record
that Citicorp has engaged in cross-subsidization.
The Administrative Law Judge also found that
cross-subsidization or predatory pricing is ration-
al, and therefore a likely competitive technigue
only where the subsidizing company possesses
sufficient market dominance such that below-cost
pricing would eliminate competitors and permit
reaping of monopoly profits sufficient to more
than recover prior losses.* The facts of record in
this proceeding show that the data processing
services industry has a large number of competi-
tors and low barriers to entry and, because of the
significant resources of many of the firms provid-
ing such services, it is unlikely that a single
competitor could become dominant. Therefore,
cross-subsidization is unlikely as a result of Citi-
corp’s proposal.

In support of their claims that cross-subsidiza-
tion is a likely adverse effect, Protestants cite
certain evidence in the record showing that Citi-
bank, in connection with its existing data process-
ing activities, has provided services at below-
market prices or, in some cases, at no extra cost.
However, as the Board has previously noted,
providing a scrvice at prices lower than competi-
tors does not necessarily establish cross-subsidi-
zation, because prices below market may result from
greater efficiency and economies of scale.” In-
deed, the most controversial example of pricing
below prevailing market rates cited by Protestants
resulted because Citibank used a mainframe com-
puter substantially more efficient than the com-
puters used by most of its competitors. There is

30. The Board notes that cross-subsidization is a somewhat amor-
phous concept and is not unique to banking, Any company that
provides more than one product or service is capable of cross-
subsidization and, to the extent that it results in unfair competitive
practices, applicable statutes would restrict the practice.

31. Contrary to Protestants’ contentions, the Board perceives no
meaningful distinction between the mechanics of predatory pricing
and cross-subsidization. While cross-subsidization can involve using
the income from one service to offset below-cost pricing of another
product, and while predatory pricing may result by pricing only a
single product below cost, both practices can wmvolve the identical
adverse effect—the unmjustified below-cost pricing of another product
to the substantiat detriment of competitors. Cross-subsidization is not
usually a goal in itself, but can represent a means of engaging in
predatory pricing.

32. In addition, it is accepted antitrust theory that a seller may
temporarily price below cost to meet competition or for promotional
purposes. E.g., Areeda & Turner, *'Predatory Pricing and Related
Practices under Section 2 of the Sherman Act’’, 88 Harv. L.. Rev. 697,
733 (1975).



no record evidence that Citicorp has engaged in
cross-subsidization in the past or is likely to do so
in the future. This conclusion is based in part on
the competitive nature of the data processing
industry, which makes it unlikely that any one
competitor could recoup the substantial costs of
cross-subsidization. To minimize the possibility
of cross-subsidization or other unfair practices,
Citicorp has committed that Citishare will main-
tain separate books and financial statements, and
will provide to customers only Citishare’s finan-
cial statements, not the statements of Citicorp,
unless requested.

Absence of Undue Concentration of Resources
and Other Adverse Effects. The Administrative
Law Judge concluded that there is no cvidence
that Citicorp will engage in any form of unfair
competition or that this proposal is likely to resuit
in any undue concentration of resources or other
adverse effects if this application is approved. The
Board adopts these findings as supported by the
entire record of this proceeding.

2. Public Benefits.
De Novo Entry. The Recommended Decision
found that Citicorp’s proposal would have a pro-
competitive effect. While certain of the services
involved in this proposal are currently being of-
fered by Citicorp through Citibank, the remaining
proposed services would be initiated de novo.?
The Board views de novo entry as procompeti-
tive and as a positive public benefit because such
entry provides an additional source of competi-
tion in the market. In section 4(c)(8), Congress
authorized the Board to differentiate between
activities commenced de novo and activities com-
menced through acquisition of a going concern
because Congress viewed de novo entry as having
beneficial effects on competition, The Board’s
Regulation Y implementing section 4(¢)(8) of the
act established expedited procedures for the proc-
essing of applications to cngage de novo in ap-
proved activitics based on cconomic theory, legis-
lative history, court interpretations, and the
Board’s cxperience in administering the act that,
absent contrary evidence, de novo entry is gener-
ally procompetitive.*

33. A few of Citibank's data processing aclivities were commenced
through the acquisition of going concerns. Citicorp has committed that
it will not transfer any of these data processing activities to Citishare
without submitting separate applications for Board approval as re-
quired by section 4(c)(8) of the act.

34, See, “Virginia National Bancshares, Ine.””, supra; "Bank-
America Corp.”" (Decimus Corp.), supra.
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Protestants object to the finding that Citicorp’s
proposal constitutes de novo entry, asserting that
the data processing scrvices currently offered
through Citibank cannot be characterized as de
novo services. However, it is undisputed that
some of the proposed activities of Citishare will
be de novo since they arc not currently being
offered by Citibank. Approval of the application
would result in the entry of a new competitor in
the market for these services and would result in
public benefits. Thus, 1o the extent that de novo
activities are involved, a positive public benefit
results from Citicorp’s proposal. Accordingly,
with respect to the de novo nature of Citicorp’s
proposed new activitics, the Board adopts the
Administrative Law Judge’s finding as one that is
supported by the record.

Greater Convenience and Gains in Efficiency.
The Administrative Law Judge found that the
proposal would result in other public benefits,
The Judge found that entry of Citicorp into the
data processing and data transmission field would
enhance convenience and cfficiency by increasing
the accessibility of various financial services 1o
customers and by permitting depository institu-
tions and other customers to automate their oper-
ations and reduce labor costs. The record sup-
ports these findings of the Administrative Law
Judge and the Board adopts them.

Request for Oral Argument

In their exceptions to the Recommended Decision,
Protestants request oral argument before the Board
under section 263.14 of the Board’s Rules ol Practice
for Hearings (12 C.F.R. § 263.14). Protestants state
that it would be useful 1o present the technological and
competitive issucs involved directly to the Board.
Protestants’ request docs not show that any purpose
would be served by allowing oral argument and this
request is opposed by Citicorp. The Board believes
that issues in this proposal are fully and adcquately
explained in the Recommended Decision and in the
numerous written submissions of the partics and
Board Counsel. Accordingly, no useful purpose would
be served by granting oral argument before the Board.
Protestants’ request is hereby denied.

Conclusion

On the basis of all the tacts of record, including the
commitments made by Citicorp, the Board concludes
that Citicorp’s provision of data processing and trans-
mission services through Citishare as proposed in this
application can reasonably be expected to produce
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benefits to the public that clearly outweigh possible
adverse cflects.

Based on the foregoing and other considerations
reflected in the record, the Board has determined that
the balance of the public interest factors it is required
to consider under section 4(cy8) is favorable. Accord-
ingly, the application is hereby approved subject to the
restrictions enumerated in this Order,

This determination is also subject to the conditions
set forth in section 225.4(¢) of Regulation Y and to the
Board’s authority to require such modification or
termination of the activitics of a holding company or
any of its subsidiaries as the Board finds necessary to

assure compliance with the provisions and purposcs of

the act and the Board’s regulation and orders issued
thercunder, or to prevent evasion thercof. The trans-

action shall not be made Jater than three months after

the effective date of this Order, unless such period is
extended for good cause by the Board or the Federal
Reserve Bank of New York, pursuant to delegated
authority.

By order of the Board of Governors, effective
July 9, 1982,

Voting for this action: Chairman Volcker and Governors
Martin. Partee, Teeters, Rice, and Graniey. Absent and not
voting: Governor Wallich,

(Signed) JAMES MCAFEE,

[SEAL] Associate Secretary of the Board.

J. P. Morgan & Co. Incorporated,
New York, New York

Order Approving Application to Fngage in Certain
Futures Commission Merchant Activities

J. P. Morgan & Co. Incorporated, New York, New
York, a bank holding company within the meaning of
the Bank Holding Company Act of 1956, as amended
(12 U.S.C. § 1841 et s¢q.), has applied for the Board's
approval, under section 4(cX8) of the act (12 U.S.C.
§ 1843(c)(8)) and scction 225.4(b)2) of the Board's
Regulation 'Y (12 C.F.R. §225.4(b)2)), to cngage
through its subsidiary, Morgan Futures Corporation,
New York, New York (*‘Morgan Futures™), in acting
as a futures commission merchant (an “FCM™) for
nonaffiliated persons, in the exccution and clearance
of certain futures contracts on major commodity c¢x-
changes. Such contracts would cover bullion, foreign
exchange, U.S. Government securitics, negotiable
U.S. money marketl instruments, and certain other
moncy market instruments.

Notice of the application, affording interested per-
sons an opportunity to submit comnients and views on

the relation of the proposed activity to banking and on
the balance of public interest factors regarding the
application, has been duly published (46 Federal Reg-
ister 60503 (1981)). The time for filing comments and
views has expired, and the Board has considered the
application and all comments received in light of the
public interest factors set forth in section 4(c)(8) of the
act.

Applicant is a bank holding company by virtue of its
control of Morgan Guaranty ‘T'rust Company of New
York, New York, New York ("*Morgan Guaranty’).
Morgan Guaranty holds total deposits of $37.4 bitlion,
and is the fourth largest commercial bank in New York
State. Applicant, through certain ol its subsidiarics,
engages in various permissible nonbanking activitics.

Closely Related to Banking

In order to approve an application submitied pursu-
ant to section 4(c)(8) of the act, the Boart is first
required to determine that the proposed activity is
closely related to banking or managing or controlling
banks. Upon consideration of all the facts of record,
the Board has determined, for the rcasons cxplained
below, that Morgan Futures™ proposed activitics as an
FCM, with respect to the contracts involved in this
application, would be closely related to banking.

Bullion and Foreign Lxchange. On prior occasions,
the Board has determined that FOCM activities or
their equivalent, with respect to bullion and foreign
exchange, were closely refated to banking. Thesc
determinations were issued in connection with the
applications of Republic New York Corporation,
New York, New York, to retain Republic Clearing
Corporation? in 1977, and Standard and Chartered
Banking Group Ltd., London, England, to acquire
Mocatta Metals, Inc. in 1973.% In both orders, the
Board relied on the fact that the FCM, or its banking
affiliate, was statutorily authorized to deal in the
underlying commodities involved. The Board also
concluded in “*Standard and Chartered’” that the
proposed activitics would complement the appli-
cant’s international banking operations. In **Repub-
lic New York’ the Board noted that the proposed
service appeared to be an “fintegral adjunct’ to
precious metals professionals™ other gold and silver
dealings with the FCM’s banking affiliate, and that
the proposed service was fundamentally a substitute
for or variation of other precious metals services the
banking afliliate alrcady provided.

1. Banking data are as of March 31, 1982,

2. “Republic New York Corporation’,
Burrenin 95§ (1977).

3. Standard and Chartered Banking Group™,
Register 27552 (1973).
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After applying the same factors it employed in
reaching these carlier determinations to the facts of
this application, the Board has concluded that the
proposed activitics with respect to bullion and for-
eign exchange also are closely related to banking.
New York law grants Morgan Guaranty the author-
ity to buy and sell bullion and forcign exchange.*
Morgan Guaranty or its predecessors traded bullion
in the¢ New York market as carly as the mid-
nineteenth century. They were major participants in
the international gold market during the late nine-
teenth and carly twenticth centuries, and Morgan
Guaranty continues to be so. FCM activities in
bullion would thus appear to complement Morgan
Guaranty’s trading in the cash bullion markets.
Moreover, Morgan Guaranty already trades in the
cash and forward markets in bullion and foreign
exchange for its customers, and acting as an FCM in
futures markets for the same commodities would
appear to be an “integral adjunct™ to these present
services. Lastly, it is reasonable to assume that
market participants regard futures contracts in bul-
lion or foreign exchange as the functional equivalent
of forward contracts for some purposcs, so that the
proposed activity could be considered fundamental-
ly a substitute for other services Morgan Guaranty
already provides. On this basis, the Board con-
cludes that Morgan’s proposal to act as an FCM for
bullion and foreign exchange is closely related to
banking.

Government Sccurities and Money Market Instri-
ments. Applicant’s proposal also involves the exe-
cution and clearance of futures contracts covering
U.S. Government securities, negotiable U.S. moncey
market instruments, and certain other money mar-
ket instruments. The Board believes that FCM
activities on the part of Morgan FFutures with respect
to contracts covering U.S. Government sccurities
would be closely related to banking. Morgan Guar-
anty already trades in futures contracts covering
U.S. Government sccurities for its own account,
and in the cash and forward markets for U.S.
Government securitics on behall of its customers.
Applicant’s experience in these activities has pro-
vided it with useful expertise in arcas that are
operationally or functionally similar to FCM activi-
tics for nonaffiliated persons in U.S. Government
securities.

The Board has also determined, in the circum-
stances of this case, that Morgan Futures’ proposed
activities as an FCM with respect to futures con-
tracts in negotiable U.S. moncy market instruments

4. New York Banking Law § 96.1 (McKinney 1971).
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and other money market instruments would be
closely related to banking. Morgan Guaranty is an
active participant in the cash markets for various
money market instruments, and this experience has
provided Applicant with useful expertise in trading
the underlying commodity involved in these futures
contracts. T.ike futures contracts in U.S. Govern-
ment securities, lfutures contracts in these instru-
ments are uscd in large part 1o hedge against inter-
est-rate risk associated with holding and trading
financial assets and liabilitics. There appears to be
little basis for distinguishing between the operation-
al or functional characteristics of FFCM activities
with respect to contracts in these money market
insttuments and those of FOM activities with re-
spect to contracts in U.S. Government securities.

In this regard, the Board has considered the
comments submitted by the Securities Industry As-
sociation, Washington, D.C., and E. F. Hutton &
Company, Inc., New York, New York, who main-
tained that Applicant’s experience in the cash, (or-
ward, and futures markets has not sufficiently pre-
pared Applicant to engage in FCM activities for
nonaffiliated persons. The Board believes that these
comments do not take sufficient account of the
functional similarity between trading in forward
markets for the account of customers and trading in
futures markets for the account of customers, and
the operational similarity between trading in futures
contracts for one’s own account and for the account
of others. Applicant’s present activities indicate that
it possesses the necessary expertise to provide the
proposed services.

On the basis of all the facts of record, including
the financial and managerial qualifications of per-
sons associated with the formation and operation of
Morgan Futures, and the customer base Morgan
Futures is anticipated to serve, the Board has con-
cluded that the points raised in these comments do
nol provide a substantial basis for denial of the
application.’

Balance of Public Benefits and Adverse Lffects

In order to approve this application, the Board is
required to determine that the performance of the
proposed activitics by Morgan utures, “*can rcason-
ably be cxpected to produce benefits to the public,
such as greater convenience, increased competition,
or gains in cfficiency, that outweigh possible adverse
effects, such as unduc concentration of resources,
decreased or unfair competition, contlicts of interests,

5. The Board also notes that the Office of the Comptroller of the
Currency has preliminarily approved certain proposed FOM activities
by an operating subsidiary of North Carolina National Bank, Char-
lotte, North Carolina.
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or unsound banking practices,”” (12 U.S.C.
§ 1843(c)(8)).

Public Benefits

Consummation of the proposal would provide added
convenience to those clients of Morgan Guaranty who
trade in the cash, forward, and futures markets for the
commoditics involved in this application. The Board
expects that the de novo entry of Morgan Futures into
the market for FCM services would increase the level
of competition among FCMs already in operation.
Consummation of the proposal is also likely to provide
Applicant with some gains in efficiency, through the
reduction of average fixed costs and the increase in
economices of scale. Accordingly, the Board has con-
cluded that the performance of the proposed activities
by Morgan Futures can reasonably be cxpected to
produce benefits to the public.

Adverse Effects

The Board has considered several issues with respect
to possible adverse cffects. The Board recognizes that
the activity of trading futures contracts involves vari-
ous types of financial risks and potential conflicts of
interest, and is susceptible to anticompetitive and
manipulative practices. The Board also notes, howev-
er, that Congress has addressed these types of possible
adverse effects through the passage of the Commodity
Exchange Act¢ and the creation of the Commodity
Futures Trading Commission (““CFTC"’). The CFTC
has also promulgated regulations to effectuate the
provisions of the Commodity Exchange Act.” Appli-
cant has chosen to conduct the proposed activities
through a separately incorporated subsidiary that is
subject to CFTC regulation. The Board has considered
the impact of this statutory and regulatory framework
in evaluating the likelihood that significant adverse
effects regarding conflicts of interests, unsound bank-
ing practices, decreased or unfair competition, or
undue concentration of resources would develop in
this case.

Conflicts of Interests. Conflicts of interests that
could be associated with this proposal fall into two
broad catcgories: those arising out of the general
business of engaging in FCM activities, and those

6. 7U.S.C. §§ 1-24.
7. For example, CFTC regulations require FCMs to keep detailed

records on many aspects of FCM activities, such as segregation of

funds and investments made on behalf of customers (17 C.F.R.
88 1.20, 1.25); prescribe protective procedures for such activities as
buying and selling contracts of two customers on opposite sides of the
same transaction (17 C.F.R. § 1.39); and impose minimum financial
and related reporting requirements (17 C.F.R. §§ 1.10-.18).

arising out of the particular circumstances of an
FCM that is a subsidiary of a bank holding compa-
ny. Rules and regulations promulgated and enforced
by the CFTC and the relevant futures exchanges
substantially reduce the possibility for significant
conflicts of the first category. Furthermore, Morgan
Futures has committed to time-stamp orders of all
customers to the nearest minute, and to cxecute all
orders in strictly chronological sequence. Morgan
Futures has stated that it will execute each order
with reasonable promptness upon receipt, with due
regard to market conditions.

With respect to the second category of conflicts,
the Board belicves that existing statutory and super-
visory safeguards, together with Applicant’s inter-
nal control procedures, will substantially reduce the
possibility of significant adverse effects. For exam-
ple, section 23A of the Federal Reserve Act® would
require any extension of credit by Morgan Guaranty
to Morgan Futures to be secured by collateral of a
value at least 20 percent greater than the amount of
the credit, or at lecast 10 percent greater than the
amount of the credit if secured by the obligations of
any state or political subdivision of a state. Although
Morgan Guaranty may lend to customers of Morgan
Futures, all such loans will be subject to examina-
tion by the Board and appropriate state authorities.
Furthermore, Applicant’s internal procedures gen-
erally prohibit disclosure within Morgan Guaranty
of confidential information pertaining to customers,
whether received from customers or derived from
internal sources. Finally, as discussed below, the
circumstances of this application alleviate any sub-
stantial concern regarding the possibility of volun-
tary tying.

Unsound Banking Practices. Acting as an FCM can
in certain circumstances entail such a degree of
financial exposure as to lead to unsound banking
practices. As an FCM engaged in clearing and
executing contracts for nonaffiliated persons, there
are several types of financial risks to which Morgan
Futures would be exposed. However, the Board
believes that Applicant’s competence, ¢xperience,
and resources sufficiently equip Morgan Futures to
deal with these risks.

Furthermore, the Board believes that the Com-
modity Exchange Act and regulation by the CFTC
and the various commodity exchanges are signifi-
cant factors in ameliorating the general hazards of
the proposed activity. For example, regulations of
the CFTC generally require FCMs to meet specified

8. 12 U.S.C. §737]c.



net capital requirements that, as structured by the
CFTC, take into account the degree of collateraliza-
tion of loans extended by FCMs.? Structuring the
net capital requirement in this way addresses the
possibility that FCMs may lend to trading customers
on an insufficiently secured basis, thereby endanger-
ing the financial integrity of the FCM and the
stability of the market involved. In addition, the
CFTC possesses statutory authority to establish
position limits that prescribe the maximum net posi-
tion that any one person may hold or control in a
particular contract.' Furthermore, as a general mat-
ter, domestic exchanges establish daily price move-
ment limits on each futures contract. The CFTC is
statutorily empowered to approve or disapprove
these limits,!" and thus may influence the exposure
of FCMSs to broad price fluctuations.

As an FCM for nonaffiliated persons, Morgan
Futures would be contractually liable for nonper-
formance by a customer of Morgan Futures on cach
futures contract traded by Morgan Futures for that
customer. Similarly, in some circumstances, Mor-
gan Futures could be obligated to meet a margin call
delivered to a customer of Morgan Futures. Appli-
cant and its subsidiaries appear well prepared to
deal with these potential obligations. The risks that a
customer of Morgan Futures would default on a
contract or fail to meet a margin call arc essentially
credit risks of a type Morgan Guaranty has signifi-
cant expertise in evaluating, In addition, the record
indicates that Morgan Futures would employ a high
degree of credit selectivity in choosing its custom-
ers, some of whom are institutional and commercial
clients of Morgan Guaranty.

Another type of risk faced by Morgan Futures
would arise because its membership in certain com-
modity exchange clearing associations could expose
it to contingent liability for the contractual obliga-
tions due the associations by all clearing members.
This potential liability exists through the assessment
provisions of certain clearing association guaranty
funds to which all clearing members must contrib-
ute. In evaluating this element of risk to Morgan
Futures, the Board has considered the effect of
margin requirements and the level of supervision
and regulation imposed on the futures trading indus-
try by the CFTC and by the exchanges and their
affiliated clearing associations. Clearing associa-
tions, in particular, have established various proce-
dures that reduce the likelihood that this type of
liability would arise.

9. 17 C.ER. 8§ 1170, 17O, 1703, .52(a).
10. 7 U.S.C. § 6a.
11, TU.S.C. § 7a(i2).
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The degree of risk associated with providing FCM
services as a clearing member on a commodities
exchange can be increased through the practice of
requiring the parent corporation of a clearing mem-
ber to also become a member of that exchange or
clearing association. Applicant has committed that
Morgan Futures would not, without the prior con-
sent of the Board, become a clearing member of any
exchange whose rules impose such a requirement
that has not waived that requirement for Applicant.

The Futures Industry Association, Washington,
D.C. (““FIA”"), has drawn attention to the risks
assoctated with FCM retail activity and asserted
that the expertise that banks such as Morgan Guar-
anty have developed in managing risks for substan-
tial commercial customers does not prepare them
for the financial risks associated with FCM dealings
with the public. However, with respect to credit
risk, the record indicates that Morgan Futures will
serve large and sophisticated institutional and cor-
porate customers. In addition, the record in this
case establishes Morgan Guaranty’s long experience
in trading bullion, foreign exchange, government
sccurities, and money market instruments. The as-
sertions of FTA do not specifically detail the types of
risk referred to and do not explain why Morgan
Guaranty's expericnce in these areas would be
inadequate.

On the basis of all the facts of record, the Board
has concluded that the inherent risks of providing
FCM services for nonaffiliated persons as a clearing
member of commodity exchanges under the circum-
stances of this proposal are manageable in view of
the expertise and resources of Applicant and its
subsidiaries and the regulatory environment in
which the FCM activities would be conducted.

Decreased or Unfair Competition. It has been sug-
gested by FIA that a bank in the position of Morgan
Guaranty could exert subtle pressure on its custom-
ers to use the services of the bank’s affiliated FCM,
or that a borrower could perceive that its use of an
affiliated FCM could secure more favorable terms
for the borrower in the borrower’s banking busi-
ness. The Board notes that compulsory tying ar-
rangements, whether subtle or overt, are prohibited
by the Bank Holding Company Act, and that volun-
tary tying can only take place when a firm possesses
significant market power.i2 It appears that Appli-
cant lacks the requisite market power for voluntary
tying to occur, in view of the substantial competition
among FCMs and in commercial lending. Morecover,

1. ‘;(fitE:L);p" (Citicorp Person-to-Person Financial Center of
Connecticut, Inc.}, 67 FEDERAL RESERVE BULLETIN 443, 446 (1981).
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FIA has conceded that it is unawarce of any indica-
tion that Applicant has engaged in compulsory tying
arrangements,

In addition, Applicant has committed that Morgan
Futures will advise each customer that doing busi-
ness with Morgan Futures will not in any way affect
any provision of credit to that customer from Mor-
gan Guaranty or any other subsidiary of Applicant.
The Board has considered FIA’s suggestion that
Morgan Futures be permitted to oftfer FOM services
only to corporations that have been customers of
Morgan Guaranty for at least one year. However,
the Board does not believe such a requirement
would be necessary or helptul in addressing FIA's
concerns in this arca.

Conclusion

On the basis of all the tacts of record, the Board has
determined that in the circumstances of this case, the
provision by Morgan Futures of the proposed FCM
scervices to nonaffiliated persons would not result in
decreased or unfair competition, conflicts of interests,
unsound banking practices, or undue concentration of
resources in either commercial banking or the market
for FCM services. In considering this application, the
Board has placed particular reliance on the following
aspects of Applicant’s proposal:
I. Morgan Futures will not trade for its own ac-
count.
2. The instruments and precious metals upon which
the proposed futures contracts are based are essen-
tially financial in character and are of a type that a
bank may ¢xccute for its own account.
3. Morgan Futures has an initial capitalization that
is in substantial excess of that required by CEFTC
regulations, and will maintain fully adequate capital-
ization,
4. Morgan Futures and Morgan Guaranty have en-
tered into a formal service agreement that specifics
the services that Morgan Guaranty will supply to
Morgan Futures on an explicit fee basis. These
services include the assessment of customer credit
risk, the continuous monitoring of customer posi-
tions, and monitoring the status of customer margin
accounts.
5. Through its proposed scrvice agreement with
Morgan Guaranty, Morgan Futures will be able to
assess customer credit risks, and will take such
assessments into consideration in establishing ap-
propriate position limits for each customer, both
with respect to each type of contract and with
respect to the customer’s aggregate position for all
contracts.
6. With respect to each futures exchange involved
in this application that requires a parent of a clearing

mcmber 1o also become a clearing member, Appli-
cant has obtained a waiver of the requirement.

7. Morgan Futures has committed that it will, in
addition to time-stamping orders of all customers to
the nearest minute, exccute all orders, to the extent
consistent with customers’ specifications, in strictly
chronological sequence, and that it will execute all
orders with reasonable promptness with duc regard
to market conditions.

8. Applicant and its subsidiaries have demonstrated
cxpertise and established capability of the cash,
forward, and futures markets for the contracts in-
volved.

9. Applicant will require Morgan Futures 1o advise
each of its customers in writing that doing business
with Morgan Futurcs will not in any way affect any
provision of credit to that customer by Morgan
Guaranty or any other subsidiary of Applicant.

10. Applicant is adequately capitalized to engage in
additional nonbanking activitics.

I1. Morgan Futures will not extend credit to cus-
tomers for the purpose of meeting initial or mainte-
nance margin required of customers, subject to the
limited exception of posting margin on behalf of
customers in advance of prompt reimbursement.

An individual commenter and FIA requested that
the Board hold a formal trial-type hearing regarding
this application. Under scction 4(¢)(8) of the act, the
Board is only required to hold a hearing when the
record indicates therc are issucs of fact that are
material to the Board's decision that are disputed by
the relevant parties.!” The Board has provided FIA
with a full opportunity to present its views at an
informal evidentiary mceting between Board stafT,
representatives of FIA, and representatives of Appli-
cant, in order to determine whether a formal hearing
on the arguments raised by FIA was necessary. Repre-
sentatives of FIA indicated that FIA had no further
arguments or evidence other than what was presented
at the meeting. Each of FIA's major points has been
discussed above, and upon complete examination of
the cntire record, the Board concludes that FI1A's
request presents no issues of material fact. Therefore,
the Board hereby denies FIA's request for a hearing,

The individual commenter who requested a hearing
argued that Applicant would fund the opecrations of
Morgan Futures in such a way as to result in an
unsound banking practice. However, the argument put
forward by this commenter is inconsistent with the
facts as presented in the record, and the commenter

13, Connecticut Bankers Association v. Board of Governors, 627
F.2d 245, 250-51 (D.C. Cir. 1980).



did not directly challenge these facts.' Accordingly,
the Board finds that the request is grounded on a
conclusory allegation and presents no genuine issuce of
material fact. The Board concludes that a hcaring
would serve no uvsetul purpose, and hereby denies this
request for a hearing.

Based upon the foregoing and other considerations
reflected in the record, the Board has determined that
the public benefits associated with consummation of
this proposal can reasonably be expected to outweigh
possible adverse effects, and that the balance of the
public interest factors, which the Board is required to
consider under section 4(¢)(8) of the act, is favorable.
Accordingly, the application is hereby approved.t’

This determination is subject 1o the conditions sel
forth in secction 225.4(¢) of Regulation Y and the
Board’s authority to require such modification or
termination of the activities of a holding company or
any of its subsidiaries as the Board finds necessary to

assure compliance with the provisions and purposes of

the act and the Board’s regulations and orders issued
thereunder, or to prevent evasion thercof.

The proposed activitics shall not commence later
than three months after the effective date of this
Order, unless such period is extended for good cause
by the Board, or by the Federal Reserve Bank of New
York.

By order of the Board of Governors, effective
July 1, 1982.

Voting for this action: Chairman Volcker and Governors
Martin, Wallich, Partee, Tecters, Rice. and Gramley,

(Signed) JAMEs McAriE,

{seAL] Associate Secretary of the Board.

Northwest Bancorporation,
Minneapolis, Minnesota

Order Approving Acquisition of Nonbank Company

Northwest Bancorporation, Minncapolis, Minnesota,
a bank holding company within the meaning of the
Bank Holding Company Act, has applied for the

4. Specitically, the individual commeater asserts that Applicant
proposes “‘to finance Morgan Futures with ‘roll over’ borrowings
from MMFs (money market funds),” and argues that " American
public savings would bear the risk of the new venture.” The record
indicates that Morgan Futures will be capitalized through a $10 million
capital contribution by Applicant, and that Morgan Futures will not be
trading for its own account. There is nothing in the record to support
the commenter’s allegation.

15. The Board notes that the circumstances ol this application differ
from those of a recent application submitted pursuant to section 25(a)
of the Federal Reserve Act. “"Bankers International Corporation™, 67
IHDERAL RESERVE BurLrtin 364 (1981). That application involved
brokerage activitics with respect to futures contracts coveriog greasy
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Board’s approval under section 4(¢c)(8) of the act
(12 U.S.C. § 1843(c)(8)) and section 225.4(b)(2) of the
Board’s Regulation Y (12 C.IWR. § 225.4(b)(2)), to
acquire Dial Corporation, Des Moines, lowa (**Dial™).
Dial engages primarily in making direet consumer
installment loans to individuals. In addition, Dial is
engaged in purchasing sales finance contracts arising
from the sale of goods and services; the leasing of
industrial and agricultural cquipment; commercial fi-
nancing including accounts receivable financing; offer-
ing data processing services; offering thrift certificates
and accepting passbook savings; sclling as agent trav-
clers checks; and acting as agent for the sale of credit-
related insurance and underwriting as reinsurer credit-
related insurance. Bach of these activities has been
determined by the Board to be closely related to
banking, (12 C.I'.R. §§ 225.4(a)(1), (2), (4), (6), (8), (9),
(10), and (13)).!

Notice of the application, affording opportunity {or
interested persons to submit comments and views on
the public interest factors, has been duly published (47
Federal Register 21918 (1982)). The time for filing
comments and views has expired, and the Board has
considered the application and all comments received
in light of the public interest factors sct forth in section
4(¢)(B) of the act (12 U.S.C. § 1843(cH8)).

Applicant with total asscts of $15.2 billion® is the
19th largest bank holding company in the United
States by virtue of its control of 87 banks in a seven-
state arca including lowa, Minnesota, Montana, Ne-
braska, North Dakota, South Dakota, and Wisconsin.
In addition, Applicant cngages in lease financing,
mortgage banking, agricultural financing, sccured
commercial financing, data processing, credit-related
insurance sales and reinsurance, municipal bond un-
derwriting, and corporate trust and sccurities clear-
ance services.

Dial, with total asscts of $979 million as of Decem-
ber 31, 1981, operates 489 offices in 37 states. It is the
16th largest noncaptive finance company and the 31st
largest ol all finance companies in the United States,
operating 476 consumer finance offices. As of Decem-
ber 31, 1981, approximately 78 percent of Dial’s fi-
nance receivables were direct installment loans to
individuals,

In evaluating applications under the Bank Holding
Company Act, the Board considers the capital position

wool, live cattle, and boneless beel. In addition, the regulatory
environment in which the activities proposed in the carlier application
would have taken place diftfers in key respects from those involved in
this application.

. Dial engages also in certain insurance activities that are not
permissible tor Applicant. Applicant has committed that Dial and its
subsidiaries will cease such activities upon consununation of this
proposal.

2. All bunking data arc as of December 31, 1981,
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of the banking organization involved and the effects
the proposal will have on the organization’s capital
position. In accordance with this policy, the Board has
considered the capital position of Applicant. Appli-
cant’s capital ratios compare favorably with the capital
ratios of banking organizations of similar size and are
consistent with the Board’s recently published capital
adequacy guidelines.? In connection with this acquisi-
tion, the Board notes that Applicant has historically
maintained a satisfactory capital position and has
strengthened its capital position by issuing preferred
stock. Applicant will also incur some debt in connec-
tion with the acquisition, but it has demonstrated the
capacity to service this debt. The Board expects that
further developments in its debt position will be con-
sistent with the continued maintenance of Applicant’s
satisfactory capital position. Dial is in satisfactory
condition and its operations compare favorably with
those of other consumer finance companies. Based on
the above analysis, the Board concludes the financial
and managerial resources of Applicant, its subsidiaries
and Dial are satisfactory. Indeed, the Board concludes
Applicant’s favorable capital position is a factor that
contributes to approval in this case.

The Board believes that the relevant product market
to be considered in evaluating the competitive effects
of Applicant’s acquisition of Didl's consumer finance
operations is the making of personal cash loans.* The
Board has previously determined that consumer fi-
nance companies compete with commercial banks for
personal loans and that the relevant geographic market
is approximated by the local banking market.s Dial has
offices engaged in consumer finance activities in fif-
teen local markets in which Applicant’s banking sub-
sidiaries also compete. In seven of the markets in
which Applicant and Dial currently compete, their
combined market share would be less than 10.0 per-
cent and, in light of the other characteristics of these

3. FEDERAL RESERVE BULLETIN 33 (1982).

4. Although Applicant does not dispute the Board’s definition of
the relevant product market, Applicant points out that the appropriate
measure may be broader than that used by the Board in connection
with prior decisions. Specifically, Applicant states that estimated
direct automobile loans should be included in the product market. In
addition, Applicant points out that an argument can be made for
including indirect paper acquired by various institutions. The Board
has determined previously that the appropriate product market in such
cases is the making of direct personal loans, and continues to believe
this is the appropriate market for considering the competitive effects
of the acquisition of a consumer finance company by a bank holding
company. ‘‘Manufacturers Hanover Corporation’, 66 FEDERAL RE-
SERVE BULLETIN 599 (1980). See: “NCNB Corporation/TransSouth
Financial Corporation’’, 64 FEDERAL RESERVE BULLETIN 504 (1978);
“*Security Pacific Corporation’’, 65 FEDERAL RESERVE BULLETIN 73
(1979).

5. “‘Barclays Bank Limited’’, 65 FEDERAL RESERVE BULLETIN 504
(1979); ‘‘Security Pacific Corporation/American Finance System,
Incorporated’’, 65 FEDERAL RESERVE BULLETIN 73 (1979); ‘‘Bankers
Trust New York Corporation™, 59 FEDERAL RESERVE BULLETIN 694
(1973).

markets, the Board does not regard the effects of
consummation on existing competition in these mar-
kets as significantly adverse. In three other markets
where Applicant and Dial compete, Applicant has
committed to divest of all Dial offices prior to consum-
mation of the proposed acquisition, thereby avoiding
the elimination of any existing competition in these
markets. In another market where it competes with
Dial (Des Moines, lowa), Applicant proposes to divest
of two Dial offices, thereby reducing the anticompeti-
tive consequences in this market associated with con-
summation. In the remaining four markets in which
Applicant and Dial currently compete (Fargo, Minne-
apolis/St. Paul, Omaha, and Bismark) their combined
market share would range from 12.5 to 16.2 percent.
Accordingly, consummation of the proposal would
result in the elimination of some existing competition
in these markets. The Board notes that in each of these
markets Applicant currently has the largest share of
consumer finance receivables and that Dial’s share
ranges from 0.3 to 1.3 percent. However, in evaluating
the competitive effects associated with the proposed
transaction in these markets, the Board has taken into
consideration the facts that none of the markets in-
volved is concentrated; there are numerous other
competitors; and there are few barriers to entry associ-
ated with the consumer finance industry. In view of
the foregoing, the Board does not believe that the
anticompetitive effects of this proposal on existing
competition in these markets are so significant as to
warrant denial.

The Board has considered also the effect of consum-
mation of this proposal on potential competition. In
this regard, the Board notes Dial is not dominant in
any of the markets in which it operates; the markets
involved appear unconcentrated; and in each market
there are a significant number of competitors and other
potential entrants. Thus, the Board concludes that
consummation will not have significant effects on
potential competition in any market,

Applicant and Dial both engage in indirect consumer
finance, commercial finance, and leasing activities.
The Board notes that the geographic market for each is
national or regional in scope and that Applicant’s and
Dial’s combined market share of each is small. In
addition, both Applicant and Dial engage in data
processing activities; however, they do not service the
same segment of the market and, absent this affili-
ation, are unlikely to expand to do so. Moreover, the
Board notes the data processing industry is competi-
tive and relatively unconcentrated. Lastly, both Appli-
cant and Dial engage in agricultural lending, the offer-
ing of thrift certificates, and the sale of travelers
checks. However, in each of these areas Dial’s market
share is de minimis. Accordingly, the Board concludes
that consummation of this proposal will not have



significantly adverse competitive effects  in any
market.

In connection with the proposed acquisition, Appli-
cant has indicated that it will cause Dial to offer a
number of new scrvices that will benefit individual
customers, small to mid-sized businesses and agricul-
tural customers. In particular, following consumma-
tion of this proposal, Dial will provide additional ¢credit
to finance agriculture, small to medium sized busi-
nesses, education, and home improvements. In addi-
tion, Dial will extend SBA-guarantced and fixed-rate
loans for commercial and agricultural purposes. Appli-
cant has undertaken also that, upon consummation,
Dial will provide new services for individual custom-
ers, including the redrafting of forms used in conncee-
tion with credit transactions into “‘plain English.”
Moreover, Applicant has committed to reduce premi-
ums and improve benefits on credit-related insurance.

On the basis of the foregoing and other facts of

record, the Board concludes that the public benefits
that would result from the acquisition are sufficient to
outweigh any slightly adverse competitive effects that
might result from the transaction. Further, the Board
notes there is no evidence in the record that consum-
mation of the proposal would result in any undue
concentration of resources, unfair competition, con-
flicts of interests, unsound banking practices, or other
adverse effects.®

6. In this regard, the Board has constdered Applicant’s request that
it be allowed five years to divest of Dial’s impermissible insurance
assets. The Board has considered the request in hght of the purposes
and policies underlying the act and prior Board decisions, and has

Legal Developments 521

Based on the foregoing and other considerations
reflected in the record, the Board has determined that
the balance of the public interest factors the Board is
required 1o consider under section 4(¢c)(8) of the act is
favorable. Accordingly, the application is approved.
This determination is subject to the conditions stated
herein as well as those set forth in section 225.4(c) of
Regulation Y and to the Board’s authority to require
such modification or termination of the activities of a
holding company or any of its subsidiarics as the
Board finds nccessary to assure compliance with the
provisions and purposes of the act and the Board’s
regulations and orders issued thereunder, or to pre-
vent evasion thereof.

The transaction shall not be consummated later than
three months after the effective date of this Order,
unless such period is extended for good cause by the
Board or by the Federal Reserve Bank of Minncapolis,
pursuant to delegated authority.

By order of the Board of Governors, cilfective
July 27, 1982.

Voting for this action: Chairman Volcker and Governors
Martin, Teeters, and Rice, Absent and not voting: Governors
Wallich, Partee, and Gramley.

(Signed) JAMES MCAFEL,

[SEAL] Associate Secretary of the Board.

determined that Applicant should divest of these impermissible assets
within two years of consummation. Accordingly, the Board's approv-
al 1s so conditioned.

Legal Developments continued on next page.
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ORDERS APPROVING APPLICATIONS UNDER THE BANK HOLDING COMPANY ACT

AND BANK MERGER ACT

By the Bourd of Governors

During July 1982, the Board of Governors approved the applications listed below. Copies arc available upon
request to Publications Services, Division of Support Services, Board of Governors of the Federal Reserve

System, Washington, D.C. 20551,

Section 3

Applicant

Cambria State Bankshares, Inc.,
Cambria, Wisconsin

First City Bancorporation of Texas, Inc
Houston, Texas

Merchantile Texas Corporation,
Dallas, Texas

By Federal Reserve Banks

Bank(s)

Cambria State Bank,
Cambria, Wisconsin

. Citizens First National Bank of Tyler

Tyler, Texas

First City Bank-Northchase, N.A.,

Houston, Tcxas

First City Bank-West Belt, N.A |

Houston, Texas

First City National Bank of Fort Worth,

Fort Worth, Texas
Brazospart Bank of Texas,
Freeport, Texas
Grand Prairie State Bank,
Grand Prairie, Texas

Board action
(cffective
date)

July 6, 1982
July 23, 1982
July 21, 1982
July 26, 1982
July 26, 1982
July 1, 1982

July 23, 1982

Recent applications have been approved by the Federal Reserve Banks as listed below. Copies of the orders are
available upon request to the Reserve Banks.

Section 3

Applicant

Americana Bancorporation of
Alden, Inc.,
Edina, Minnesota

AmSouth Bancorporation,
Birmingham, Alabama

Andrews Financial Corporation,
Andrews, Texas

Bankcore, Inc.,
North Conway, New Hampshire
Chemical New York Corporation,
New York, New York

Bank(s)

Americana State Bank of Alden,
Alden, Minnesota

National Bank of Birmingham,
Birmingham, Alabama

Andrews Bancshares, Inc.,
Andrews, Texas

Commercial State Bank,
Andrews, Texas

North Conway Bank,
North Conway, New Hampshire

Chemical Bank (Delaware),
Wilmington, Delaware

Reserve
Bank

Minneapolis

Atlanta

Dallas

Boston

New York

Effective
date

July 12, 1982
July 22, 1982

July 16, 1982

July 14, 1982

July 27, 1982



Scetion 3—Continued

Applicant

Citizens and Southern Georgia Cor-
poration,
Atlanta, Georgia

Citizens Commerce Corporation,
Ardmore, Oklahoma

Citizens' National Corporation,
Linton, Indiana

Community Banks, Inc.,
Middleton, Wisconsin

Crete Bancorporation, Inc.,
Crete, Hlinois
Cullen/Frost Bankers, Inc.,
San Antonio, Texas
De Kalb Bancorp, Inc.,
De Kalb, Tlinois
Detroitbank Corporation,
Detroit, Michigan
Farmers Bancorp, Inc.,
Dyersburg, Tennessee
Firsnabanco, Inc.,
Viroqua, Wisconsin
First Bancorp,
Malad City, Idaho
First National Bancshares
of I'redonia
Fredonia, Kansas
Gulf South Bancshares, Inc.,
Gretna, Louisiana
Hopkins Financial Corporation,
Mitchell, South Dakota
International Bancorp.,
Denver, Colorado
L.akeshore Bancshares, Inc.,
Oklahoma City, Oklahoma
Monroe Bancshares, Inc.,
Madisonville, T'ennessce
National Bancshares Corporation of
Texas,
San Antonio, Texas
OMB Financial, Inc.,
Clarksburg, West Virginia
Oliver Bancorporation, Inc.,
Center, North Dakota
Oregon Bancorp, Inc.,
Oregon, Wisconsin
PDR Bancshares, Inc.,
Prairie du Rocher, Illinois
Progressive Capital Corporation,
Amite, Louisiana

Bank(s)

The Citizens and Southern Bank
of Dalton,
Dalton, Georgia

National Bank of Ardmore,
Ardmore, Oklahoma

Citizens’ National Bank of Linton,
Linton, Indiana

Badger Banksharcs Corporation,
Monona, Wisconsin

Monona-Grove State Bank,
Monona, Wisconsin

United Bank of Crete-Steger,
Crcte, Iflinots

Union National Bank of Laredo,
l.aredo, Texas

The De Kalb Bank,
De Kalb, Illinots

The National Bank of Jackson,
Jackson, Michigan

Farmers Bank,
‘I'rimble, Tennessee

I'irst National Bank in Viroqua,
Viroqua, Wisconsin

First Bank and 'T'rust of 1daho,
Malad City, Idaho

First National Bank of Fredonia,
Fredonia, Kansas

Gult South Bank & Trust Company,
Gretna, Louisiana
Day County Bank,
Webster, South Dakota
International Bank North,
Federal Heights, Colorado
[.akcshore Bank, N.A.,
Oklahoma City, Oklahoma
Bank of Madisonville,
Madisonville, Tennessee
Peoples Bank,
Houston, Texas

The Oak Mound Bank,
Clarksburg, West Virginia

State Bank of Oliver County,
Center, North Dakota

Community National Bank,
Oregon, Wisconsin

State Bank of Prairic du Rocher,
Prairic du Rocher, 1llinois

Central Progressive Bank of Amite,
Amite, Louisiana
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Reserve
Bank

Atlanta

Kansas City
St. Louis

Chicago

Chicago
Dallas
Chicago
Chicago

St. Louis
Chicago

San Francisco

Kansas City

Atlanta
Minneapolis
Kansas City
Kansas City
Atlanta

Daltlas

Richmond
Minncapolis
Chicago

St. Louis

Atlanta

Eitective
date

July 27, 1982

July 9, 1982
July 16, 1982

July 26, 1982

July 27, 1982
July 13, 1982
July 8, 1982
July 12, 1982
July 12, 1982
July 27, 1982
July 16, 1982

July 6, 1982

July 16, 1982
July 13, 1982
July 16, 1982
July 13, 1982
July 23, 1982

July 29, 1982

July 21, 1982
July 23, 1982
July 9, 1982
July 14, 1982

July 9, 1982
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Section 3—Continued
Applicant

Red Bird Bancshares, Inc.,
Dallas, Tcxas

Rend Lake Bancorp. Inc.,
Marion, linois

Riverton State Bank Holding Com-
pany,
Riverton, Wyoming

SNB Bancshares, Inc.,
Eufaula, Oklahoma

St. Joseph Bancshares, Inc.,
St. Joseph, Minnesota

Tahoka First Bancorp, Inc.,
Tahoka, Texas

Tennessee National Bancshares,
Inc.,
Maryville, Tennessce

Transworld Bancorp,
Sherman Oaks, California

UBF Corporation,
Dade City, Florida

United American Bancshares, Inc.,
Palestine, Texas

United American of Northwest Flori-
da, Inc.,
Pensacola, Florida

Union-Calhoun Investments, Ltd.,
Rockwell City, lowa

Valley View Bancshares, Inc.,
Overland Park, Kansas

Victoria Bankshares, Inc.,
Victoria, Texas

Wilson Bancshares, Inc.,
Wilson, Texas

Scction 4

Applicant

Citicorp,
New York, New York

European American Bancorp,
New York, New York

FM Co.,
Milligan, Nebraska

Santa Fe Trail Banc Shares, Inc.,
Hutchinson, Kansas

Bank(s)

Red Bird Bank of Dallas,
Dallas, Texas

Rend [Lake Bank,
Christopher, Hlinois

Dubois National Bank,
Dubois, Wyoming

The State National Bank of Eufaula,
Eufaula, Oklahoma
First State Bank of St. Joseph,
St. Joseph, Minnesota
Cedar Creck Bank,
Seven Points, Texas
Tennessee State Bank,
Gatlinburg, Tennessce

Transworld Bank,
Sherman Oaks, California

The Bank of Pasco County,
Dade City, Florida

The First National Bank of Palestine,
Palestine, Texas

First State Bank ol Pensacola.
Pensacola, Florida

Union State Bank,
Rockwell City, lowa
Security Bancshares, Inc.,
Kansas City, Kansas
Angleton Bank of Commerce,
Angleton, Texas
Wilson State Bank,
Wilson, Texas

Nonbanking
company
(or activity)

Drum Savings and Investment Company,

of Douglas County, Inc.,
Omaha, Ncbraska

William J. Gill & Co. Inc.,

Garden City, New York

Barnard Agency,

Milligan, Nebraska

Thayer Leasing, Inc.,

Hutchinson, Kansas

Reserve
Bank

Dallas
St. Louis

Kansas City

Kansas City
Minncapolis
Dallas

Atlanta

San Francisco
Atlanta
Dallas

Atlanta

Chicago
Kansas City
Dallas

Dallas

Reserve
Bank

New York

New York
Kansas City

Kansas City

Effective
date

July 28, 1982
July 26, 1982

July 20, 1982

July 19, 1982
July 9, 1982
July 15, 1982

July 20, 1982

July 29, 1982
July 14, 1982
July 27, 1982

July 9, 1982

July 16, 1982
July 21, 1982
July 19, 1982

July 23, 1982

Effective
date

July 15, 1982

July 15, 1982
July 15, 1982

July 8, 1982



Sections 3 and 4

Applicant

Colonial Capital Corpo-
ration
Mantee, Mississippi

East Central Holding
Company,
Cambridge, Minne-
sota

Miles-Advance Banc-
shares Inc,

Bank(s)

Bank of Mantee,
Mantee, Mississippi

First State Bank of
[santi,
[santi, Minnesota

The Bank of Advance,

Advance, Missouri

Nonbanking
company
(or activity)

to engage in insurance
agency activities

Isanti Agency, Inc.,

[santi, Minnesota

to engage in the sale of
credit insurance
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Reserve
Bank

St. Louis

Minneapolis

St. Louis

Effective
date

July 7, 1982

July 29, 1982

July 14, 1982

Advance, Missouri

PENDING CASES INVOLVING TIHE BOARD OF GOVERNORS™®

*This list of pending cases does not include suits
against the Federal Reserve Banks in which the Board
of Governors is not named a party.

Richter v. Board of Governors, et alf., filed May 1982,
U.S.D.C. for the Northern District of llinois.

Montgomery v. Utah, et al., filed May 1982, U.S.D.C.
for the District of Utah.

Wyoming Bancorporation v. Board of Governors, filed
May 1982, U.S.C.A. for the Tenth Circuit.

Florida National Banks of Florida, Inc. v. Board of

Governors, filed April 1982, U.S.C.A. for the Dis-
trict of Columbia.

John A. Gabriel v. Board of Governors, filed April
1982, U.S.C.A. for the Ninth Circuit.

First Bancorporation v. Board of Governors, filed
April 1982, U.S.C.A. for the Tenth Circuit,

Charles G. Vick v. Paul A. Volcker, et. al., filed
March 1982, U.S.D.C. for the District of Columbia.

Jolene Gustafson v. Board of Governors, filed March
1982, U.S.C.A. for the Fifth Circuit.

First Lakefield BanCorporation v. Board of Gover-
nors, et al., filed January (982, U.S.D.C. for the
District of Minnesota,

Christian Educational Association, Inc. v. Federal
Reserve System, filed January 1982, U.S.D.C. for
the Middle District of Florida.

Option Advisory Service, Inc. v. Board of Governors,
filed December 1981, U.S.C.A. for the Second
Circuit.

Edwin F. Gordon v. Board of Governors, et al., filed
October 1981, U.S.C.A. for the Eleventh Circuit
(two consolidated cases).

Wendall Hall v. Board of Governors, et al., filed
September 1981, U.S.D.C. for the Northern District
of Georgia.

Allen Wolfson v. Board of Governors, filed September
1981, U.S.D.C. for the Middle District of Florida.
Option Advisory Service, Inc. v. Board of Governors,
filed September 1981, U.S.C.A. for the Seccond

Circuit (two cases).

Bank Stationers Association, Inc., et al. v. Board of
Governors, filed July 1981, U.S.D.C. for the North-
ern District of Georgia.

Public Interest Bounty Hunters v. Board of Gover-
nors, et al., filed June 1981, U.S.D.C. for the
Northern District of Georgia.

Fdwin F. Gordon v. John [eimann, et al., filed May
1981, U.S.C.A. for the Fifth Circuit.

First Bank & Trust Company v. Board of Governors,
filed February 1981, U.S.D.C. for the Eastern Dis-
trict of Kentucky.

9 to 5 Organization for Women Office Workers v.
Bouard of Governors, filed December 1980,
U.S.D.C. for the District of Massachusetts.

Securities Industry Association v. Board of Gover-
nors, et al., filed October 1980, U.S.D.C. for the
District of Columbia.

Securities Industry Association v. Board of Gover-
nors, et al., filed October 1980, U.S.C.A. for the
District of Columbia.

A. (. Becker, Inc. v. Board of Governors, et al., filed
October 1980, U.S.D.C. for the District of Colum-
bia.

A. G. Becker, Inc. v. Board of Governors, et al., filed
October 1980, U.S.C.A. for the District of Colum-
bia.

A. G. Becker, Inc. v. Board of Governors, et al., filed
August 1980, U.S.D.C. for the District of Columbia.

Berkovitz, et al. v. Government of lran, et al., filed
June 1980, U.S.D.C. for the Northern District of
California.
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1.10 MONETARY AGGREGATES AND INTEREST RATES
1981 1982 1982
ftem
Q3 04 Ql Q2 Feb. Mar. Apr. May June
Monctary and credit aggregates
(annual rates of change, seasonally adjusted i percent)!
Reserves of depository insttutions
1 Total .. ..., P 4.0 3.2 83 2.1 10.2 4.8 2.7 4.3 33
2 Required ..., 3 3.5 79 2.0 - 6.9 3 5.3 1.8 4.7
3 Nonborrowed , . 7.9 105 4 55 188 12.2 24 18.1 7
4 Monetary base? | . 4.3 39 8.0 7.3 3.4 4.1 9.2 9.0 7.9
5 3 5.7 10 4 33 -35 2.7 11.0 —2.4 -3
6 83 89 9.8 9.5 4.4 1.2 10.0 10.7 6.0
7 t1.2 9.3 87 10.7 5.8 1.3 12.0 10.9 9.0
8 11.9 10.7 103 n.a 10.17 12.0 0., n.a. n.d
Time and savings deposits
Commercial banks
9 Total.., (........0 oos o 18.4 8.3 7.5 17.0 1.1 19.9 15.7 18.17 17.2
10 Savings' ... e e e 22.7 -9 8.7 2.0 8 130 -7 1.5 -4.5
11 Small-denomination time’ .. ... . ... . Lo 24.3 20.8 9.7 23.8 16} 25.1 288 20.8 15.8
12 Large-denomination time® . 36.0 5.4 4.6 16.8 10.7 17.6 87 24.0 29.2
13 Thrift mstitutions” . ....... . ... ... 2 27 31 6.0 52 7.4 5.3 9.9 3.8
14 Total loans and sccuritics at commercial banks® . 87 36 2.6 8.6 10.7 82 8.8 8.2 57
1981 1982 1982
Q3 04 [o]] Q2 Mar, Apr. May June Tuiy
Interest rates (levels, percent per annum)
Short-term rates
15 Federal funds®, . ... ........ ..., 17.58 13.59 1423 14.52 14.68 14.94 % 14.45 14,18 12.59
16 Discount window borrowing!® ... o 14.00 13.04 12.00 12.00 12 00 12.00 | 12.00 12.00 11.81
17 Treasury bills (3-month market Xicld)” . 15.05 11.75 12.81 12,42 12.68 270 12.09 12.47 11.35
18 Commercial paper (3-month)! ¥ 7 16.78 13.04 13.81 13.81 13,80 14.06 | 1342 13.96 12.94
Long-term rates
Bonds
19 US. government> . ... .0 .. 14.51 14 14 14.27 13.74 1375 13,571 1346 14.18 13.76
20 State and local government™ . L 12,11 12.54 13.02 12 33 12.82 12,591 11,95 12.45 12.28
21 Aaa utility (new issuc? P 16.82 15.67 15.71 15.73 15.43 15831 1522 15.92 15.61
22 Conventional mortgages'® .. .. ... o o 17.50 17.33 17.10 16,63 16.80 L 16.65 [ 16.50 16.75 6 50

1. Unless otherwise noted, rates of change are calcutated trom average amounts
outstanding in preceding month or quarter.

5. Small-denomination time deposits  including retail RPs- -are those ssued in

amounts of less than $100,000.

2. Includes reserve balances at Federal Reserve Banks in the current week plus
vault cash held two weeks carlier used to satisty reserve tequirements at alt deposi-
tory institutions plus currency outside the U.S. Treasmy, Federal Reserve Banks,
the vaults of depository institutions, and surplus vault cash at depository institu-
tions.

3. M1: Averages ot daily tigures for (1) curiency outside the Ticasury. Federal
Reserve Banks, and the vaults of commercial banks, (2) traveler’s cheeks ot non-
bank issuers; (3) demand deposits at all commercial banks other than those due
to domestic banks, the U.S. goveinment, and foreign Lanks and official institutions
less cash items n the process of collection and Federal Reserve float; and (4)
negatiable order of withdrawal (NOW) and automatic transfer service (ATS) ac-
counts at banks and thrift institutions, credit union share dratt (CUSD) accounts,
and demand deposits at mutual savings banks. .

M2: MI plus savings and small-denomination time deposits ‘at all depository
institutions, overnight repurchase agreements at commercial banks, overnight Fu-
rodollars held by US. residents other than banks at Canibbean branches ot member
banks, and balances of money market mutual tunds (general purpose and broker/
dealer).

M3: M2 plus large-denomination time deposits at all depository mstitutions and
term RPs at commercial banks and savings and loan associations and balances of
institution-only money market mutual funds.

L: M3 plus other liquid assets such as term Eurodollars held by U.S. residents
other than banks, bankers aceeptances, commercial paper, Treasury bills and other
liquid Trcasu(r]y securitics, and U.S. savings bonds.

4. Savings deposits exclude NOW and A'TS accounts at commercial banks and
thrifts and CUSD accounts at credit unions

6. Large-denomination time deposits are those issued in amounts of $100,000 or
more,

7. Savings and loau associations, mutual savings banks, and credit unions.

8. Changes calculated trom tigures shown in table 1.23. Beginning December
H9R1, growth rates reflect shutts of toreign loans and sceurities from (7.8, banking
ottices to international banking tacilities.

9. Averages of daily eftective rates (average ot the rvates on a given date weighted
by the volume of transactions at those rates).

10. Rate for the Federal Reserve Bank of New York

11. Quoted on a bank-discount basis,

12. Unweighted average ot otfering rates quoted by at least tive dealers.

13. Market yiclds adjusted to a 20-year maturity by the U.S. Treasury.

14. Bond Buyer scrics for 20 issues of mixed guality.

15. Weighted averages ot new publicly offered bonds rated Aaa, Aa, and A by
Moody's Investors Service and adjusted to an Aaa basis. Federal Reserve com-
pilations

16. Average rates on new commitments for conventional first mottgages on new
homes in primary matkets, unweighted and rounded to nearest 5 basis points, from
Dept. ot Housing and Urban Development.

Notk. Revisions i M2, M3, and L reflect the inclusion of thrc?wgcucral purpose
and broker/dealer money market Tunds that began reporting in May [982 though
their operations began carlier.
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1.11 RESERVES OF DEPOSITORY INSTITUTIONS, RESERVE BANK CREDIT

Millions of dollars

Monthly averages of
daily figures

Weekly averages of daily figures for week ending

Factors
1982 1982
May June July June 16 June 23 June 30 July 7 July 147 | July 217 | July 287
SUPPLYING RESIRVE FUNDS
1 Reserve Bank credit outstanding. .. ...... .. 151,333 | 152,140} 153,521 152,095 152,793 151,778 153,023 153,060 155,478 152,591
2 U.S. government securities' ...... ....... 129,686 1 130,737 | 132,400 131,418 131,337 130,458 131,488 131,678 134,155 132,219
3 Bought outright ... ... ....... 128,964 | 130,408 f 131,540 131,418 130,497 130,458 129,098 131,200 133,214 132,219
4 Helfundcr repurchasc agreements . 722 329 860 0 840 0 2,390 478 941 0
S Federal agency securities . . ... . 9,123 9,077 9,223 9,002 9,236 9,002 9,553 9,120 9,312 9,001
6  Boughtoutright... ............. 9,008 9,004 9,001 9,002 9,002 9,002 9,001 9,001 9,001 9,001
7 Hcl(funr.lcr repurchase agreements . 115 73 222 0 234 0 552 19 3l 0
8 ACCEPLances «.....o.ooiveviisnenns 164 149 300 0 289 0 744 96 488 ]
9 Loans ,,,,, 1,105 1,211 670 929 1,014 1,616 1,070 559 595 548
10 Float........ .......... e 2,167 2,227 2,024 2,088 2,064 1,675 1,589 2,866 2,011 1,766
1 Othcr Federal Reserve assets . ............ 9,088 8,739 8,904 8,657 8,852 9,027 8,578 8,742 8,916 9,057
12 Gold stock. ..o 11,149 LL,149 11,149 11,149 11,149 11,149 11,149 11,149 11,149 11,149
13 Special drawing rights certificate account. . . 3818 3,818 3,895 3818 3,818 3.818 3.818 3818 3,875 4,018
14 Treasury currency outstanding . . ....... 13,758 13,774 13,785 13,772 13,777 13,781 13,781 13,786 13,786 13,786
AHSORBING RESERVE FUNDS
15 Currency in circulation. ....... .. ...... 144,683 146,504 147,850 146 915 146,321 146,121 147,859 148,804 147,916 147,124
16 Treasury cash holdings....... ........... 489 464 429 464 455 466 442 432 424 419
Deposits, other than reserves, with Federal
Reserve Banks
17 Treasury 4,292 3,303 3,319 2,950 3,730 3,140 3,370 3,349 3,181 3,358
18  Foreign ... . o 332 296 311 303 271 322 209 258 278 261
19 Other...... .. « i 509 506 615 530 450 461 633 571 563 670
20 Required clearing balances . 184 205 220 203 206 212 213 213 218 221
21 Other Federal Reserve labilities «
capital ... 5,364 5,373 5,280 5,308 5,471 5,344 5,134 5,195 5,449 5,330
22 Reserve accounts? .. ..., ..eeeooini.. 24,207 24,230 24,326 24,162 24,634 24,460 23,850 22,991 26,260 24,160
End-of-month figures Wednesday tigures
1982 1982
May June July? June 16 June 23 June 30 July 7 TJuly 147 3 Jduly 217 | July 28»
SUPPLYING RESLRVE FUNDS
23 Reserve Bank credit outstanding. .......... 149,884 { 149,003 | 153,768 153,126 152,677 149,003 154,983 152,031 154,190 154,673
24 U.S. government sccurities' ... ........... 129,407 1 127,005 | 132,640 130,803 131,021 127,005 132,143 131,126 132,907 132,934
Bought outright o] 129,407 127,005 132,640 130,803 131,021 127,008 128,456 131,126 132,907 132,934
26 Helf under repurchase agreements.... . i\ O 0 0 0 0 3,687 0 0
27 Federal agency securities 9,008 9,002 9,001 9,002 9,002 9,002 9,665 9,001 9,001 9,001
28 Bought outright . . 9,008 9,002 9,001 9,002 9,002 9,002 9,001 9,001 9,001 9,001
29 Hclf under repurchdsn dg,rccmcmy 0 0 0 0 0 0 664 0 0 (
30 Acceptances ] 1] { 0 0 0 862 0 0 0
31 Loans....... - 1,058 1,638 458 1,504 1,054 1,638 680 651 750 1,470
32 Float..................c.. . 1,776 2,545 1,713 2911 2,568 2,545 2,828 2,326 2,474 2,093
33 Other Federal Reserve assets . ............ 8,635 8,813 9,956 8,906 9,032 8,813 8,805 8,927 9,058 9,175
34 Goldstock. .« .ovvvnii i 11,149 11,149 11,149 11,149 11,149 11,149 11,149 11,149 11,149 11,149
35 Special drawing rights certificate account. 3,818 3,818 4,018 3,818 3,818 3,818 3,818 3,818 4,018 4,018
36 Treasury currency outstanding .. e 13,767 13,781 13,786 13,776 13,781 13,781 13,781 13,786 13,786 13,786
ABSORBING RuSeRVE FUNDS
37 Currency in circulation. . 145,523 | 147,134 | 147,051 147,069 146,426 147,148 148,995 148,856 147,747 147,547
38 Treasury cash holdings 7 460 418 462 453 446 436 426 421 418
Deposits, other than reserves, with ederal
Rescrve Banks
39 Treasury ................. 2,540 4,099 3,275 4,463 2,857 4,099 3,234 2,880 3,844 2, 927
40  Foreign ... 308 586 982 228 275 586 192 239 238
41 Other................ 523 437 663 487 423 437 611 519 671 630
42 Required clearing balances . 189 213 21 204 207 213 220 220 218 221
43 Other Federal Reserve liabilities and
capital 5,784 4,837 5,359 5,135 5,229 4,837 5,232 4,990 5,214 5,127
44 Reserve accounts? ... .......... ..., 23,274 19,985 24,752 23,821 25,555 19,985 24,812 22,654 24,790 26,455

1. Includes sccuritics loancd—fully guarantecd by U.S. government securitics
pledged with Federal Reserve Banks—and excludes (if any) sccurities sold and
scheduled to be bought back under matched sale-purchase transactions.

2. Excludes required clearing balances.

Notg.

For amounts of currency and coin held as reserves, see table 1.12.



1.12 RESERVILS AND BORROWINGS

Millions of dollars

Depository [nstitutions

Depository Institutions

Monthly averages ol dily tigures
Reserve clussiication 1980 1981 1982
[ [
Dec. Nov. Dee. Jan Feb. Mar Apt. May June July?
| Reserve balances with Reserve Banks! . 20,6064 25,892 20,163 26,721 25963 24.254 24,505 24,207 24,031 24,319
2 Total vault cash (leundlul) ............. 18,149 18,844 19,538 20,284 19.251 18,749 18,577 19,048 19,318 19,553
3 Vault cash at Anxmutmns with required
reserve balances? ... ... e 12,602 12,986 13,577 14,199 13,082 12,663 12,709 12,972 13,048 13,251
4 Vault cash equal to tequited Lese
other institutions ... . 704 2,073 2,178 2,290 2,235 2313 2,284 2,373 2,488 2,439
5 Surplus vault cash at other in Immns 4.843 3,788 3,783 3,798 3,934 3,773 3,584 3,703 3,782 3,863
6 Reserve balances + total vault cash? 44,940 44,736 45,701 47,005 45,214 43,003 43,142 43,255 43,349 43,873
7 Reserve balances 1 total vault cas
10 satisty reserve uqmrununs 40,097 40,951 41,918 43,210 41,280 39,230 39,558 39,582 39,567 40,010
8 Required rescrves (estimated). ... ... 40,067 40,004 41,600 42,785 40,981 38,873 39,284 39,192 39,257 39,650
9 Excess reserve balances at Reserve Banks®o 30 347 32 425 299 357 274 3al) 310 360
10 Total borrowings at Resetve Banks ... 1,617 95 642 [.526 1,713 (1,611 1.581 £, 105 1,208 670
11 Seasonal borrowings at Rescive Banks 16 ™ Rl 75 132 174 167 237 239 223
12 Extended credit at Reserve Banks, . n.i 178 149 197 232 R 245 177 103 S0
Weekly averages of daily figures tor week ending
1982
May 26 June 2 June 9 June 16 June 23 June 30 Tuly 7 July 14 July 217 ) July 28»
13 Reserve balances with Reserve Banks' . . 24,128 24,153 22,832 24,162 24,034 24,460 23,850 22,991 20,200 24,160
14 Total vault cash (L\(im‘ltcd) ....... 18,460 19,175 19,559 19,401 18,604 19,690 19.660 20,240 17,933 20,253
1S Vault cash at institutions with required
reserve balances? e e 12,667 12,977 13,131 12,878 12,824 13,380 13,292 13,456 12,272 13,692
16 Vault cash equal to required Teserves at
other institutions .. ........ ..., 3,241 2,464 2,587 2,551 2,327 2,492 2,578 2,663 2,132 2,535
17 Swrplus vault cash at other umnn 552 3,734 3,841 3972 3513 3R18 3,790 4,127 3,529 4,026
18 Rescrve balances + total vault cash? 47 588 43,328 42,391 43,563 43,208 44,150 43,510 43.237 44,194 44 414
19 Rescrve balances + total vault cash used
to satisty reserve l'uluilunu)ts"'s 19,036 39,504 38,550 39,591 39,785 40,332 39,720 39,110 40,665 40,388
20 Required reserves (estimated). ... ..., 38,937 38,922 38,401 39.352 39,565 39,804 39,220 38,920 40,359 40,056
21 Lixcess reserve balances at Reserve Banks'© 99 672 149 239 220 528 500 184 306 332
22 Total borrowings at Reserve Banks . 1. 114(: 1,048 1,304 929 1,014 1016 070 559 595 S48
23 Seasonal borrowings at Rescrve Banks 258 200 217 221 253 208 251 231 239 8%
24 Extended credit at Rescive Banks .. . 162 132 LS 104 96 LX) 87 70 a3 24

L. As of Aug. 13, 1981, excludes required clearing balances ot all depository
institutions

2. Before Nov.
member banks.

Total vault cash at institutions without equired reserve balances less vault

cash cqual to their tequired reserves,

4. Adjusted to include warvers ot penaltics for reserve deticiencies m accordance
with Board poliey, etfective Nov. 19, 1975, of pummmF transitional 1elief on a
praduated basis over a 24-month period when a nopmember bank merged into an

13, 1980, the figures shown reflect onty the vault cash held by

existing member bank, or when a nonmember bank joins the Federal Reserve
System. For weeks for which tigures e prelimmary, figutes by class of bank do
nol add to total because adjusted data by class ate not available,
Reserve bukinees with Federal Reserve Banks, which exclude required clear-

ll!b balances plus vanlt cash at mstitutions with required 1eserve balunces plus vault
cash equal to m?ulrul reserves at other stitutions

0 Reserve balances with Federal Reserve Banks, which exclude tequired clea-
ing balances plus vault cash used to satisfy reserve tequirements fess required
reserves. (s measure ol exeess seserves is compatable to the old excess reserve
concept published historically )
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1.13 FEDERAL FUNDS AND REPURCHASE AGREEMENTS Large Member Banks!

Averages of daily figures, in millions of dollars

1982, week cnding Wednesday
By maturity and source
June 2 June Y June 16 | June 23 { June 30r July 7 July 14 July 21 July 28
One day and continuing contract
1 Commercial banks in United States. . ................. 56,689 61,308 59,136 54,217 49,784 57,255 59,875 55,069 52,887
2 Other depository institutions, foreign banks and foreign
official institutions, and U.S. government agencics . 23,314 22,468 23,503 22,938 21,892 21,520 23,108 24,862 23,356
3 Nonbank securities dealers .................... ... 4,483 3,484 3,870 4,322 4,219 3,874 3,721 3,644 4,102
4 Allother ... i e 21,118 22,044 22,011 22,178 22,321 21,120 22,446 22,990 22,309
All other maturities
5 Commercial banks in United States. ............ .. e 39777 4214”7 45807 4,5627 4,690 4,431 4,460 4,366 4,566
6 Other depository institutions, foreign banks and forcign
official institutions, and U.8. government agencics . 9,5597 9,2867 9.3107 Y,5867 9,594 9,467 9,353 9,249 8,924
7 Nonbank sccurities dealers . . 3,873 3,315 3,308 3,563 3,506 3,380 3,181 3,546 3,751
8 Allother ................. il o 10,180 9.414 9,019 9,259 9,094 8,740 8,711 8,817 10,005
MEMO: Federal funds and resale agreement loans in ma-
turities of one day or continuing contract
9 Commercial banks in United States. . ... ........... . 20,6817 19,879 19,418 18,304 17,864 19,389 20,610 20,415 21,974
10 Nonbank securities dealers ............... ... 3,917 4,066’1 3,731 4,773 4,426 4,429 3,831 4,327 4,14

1. Banks with assets of $1 billion or more as of Dec. 31, 1977.



1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per annum

Policy Instruments A7

Curtent and previous levels

Extended credit!
Short-term adjustment credit
and seasonal credit N
First 60 days Next 90 days
chcrgl' lescrvc of l)ormwil)llg of borrowing After 150 days
an Ftfective date
for current rates
Ratc on Effective Previous Rate on Previous Rate on Previous Rate on Previous
7/31/82 date rate 7731182 rate 3182 rate 713182 rate
Boston.......... 11.5 7721182 12 IL.S 12.5 13 13.5 14 7121182
New York. .. 772082 T0/82
Philadelphia . 7123182 7123182
Cleveland . .. 7121182 7/21/82
Richmond . . 7720/82 77204082
Atlanta ......... 7120182 7720082
Chicago......... 7720/82 7120782
St. Louis .. 721182 T2182
Minneapolis . 712182 7121182
Kansas City . /20182 TI0/82
Dallas ..... .... 7120182 720182
San Francisco. ... IS 7120/82 12 1.5 12.5 13 13.5 14 720/82

Range of rates in recent years?

Range (or VR, Range (or IR, Range (or F.R
Effective datc /lfl‘llcll)R B:‘)'f‘k litfective date /I\Ll\ll'”l])R B:l";k Littective date ,l,f]‘]“’ll)R “;‘)'f'k
Banks N.Y Banks NY. Banks N.Y
In effect Dec. 31, 1972, 4h 44 1976— Jan. Sth-6 k1%) 1979-— Sept. 10411 1
1973— Jan. 1S, ..... 5 5 514 5l 11 11
Feb. 55k sl Nov. Sl Sla SV Oct. 11-12 12
Mar. 5ih 5h SVs Sl 2 12
rl\\"pr‘ SlHa-5Y 5ba
ay 5Ya 5% 1977-  Aug. : Sha 5% 5V 1980--- 1¢h, 12--13 13
5V-6 6 5Vs 5% 5V 13 13
6 6 Sept. W 5V May 1213 13
June 6 6\ 6l Oct. 6 6 2 12
{17} 6l June 112 1
July 7 1978- - Jan. 6-6'2 6l 11 11
Aug. 7-7% 7V ({171 [§17] July 1011 10
A i May 6lA-7 7 10 10
7 7 Sept. t 11
1974— Apr. . 8 8 Tuly 7-7Va iz Nov. 12 12
8 8 TVs 7 Dec. 12-13 13
Dec. 7%-8 TV Aug T4 T 3 13
TVa Y Sept. 8 8
Oct. 8812 82 1981 — May 13-14 14
1975— Jan.  6................ T T4 ¥ 82 8l 4 14
TVa-TVa V4 Nov. 8lL-9lh 915 Nov, 13-14 13
7Y iz 9Ly 9l 13 13
6Y4-T4 64 Dec. 12 12
6Y4 o | 1979- - July 10 10
6Ya—6Ya 6l Aug. 10 -10%2 102 1982— July 20... ....... 11.5~12 1.5
6l ol 1014 (11%] 23.. . 1.5 1.5
6-6Va i)
6 6 In eftect July 31, 1982 11.5 [L.5

1. Applicable to advances when exceptional circumstances or practices mvolve
only a particular depository institution and to advances when an institution is under
sustained liquidity pressures. See section 201.3(b}(2) of Regulation A,

2. Rates for short-term adjustment credit. For description and earlicr data sce
the following publications of the Board of Governors: Banking and Monetary
Statistics, 1914-1941 and {941-1970; Annual Statistical Digest, 1970-1979, and 1950.

In 1980 and 1981, the Yederal Reserve applied a surcharge to shott-term ad-
justment credit borrowings by institutions with deposits of $500 million or more
that had borrowed in successive weeks or in more than 4 weeks in a calendar
quarter. A 3 percent surcharge was in etfect trom Mar. 17, 1980, through May 7,
1980, There was no surcharge until Nov. 17, 1980, when a 2 percent surcharge was
adopted; the surcharge was subsequently raised to 3 percent on Dec. 5, 1980, and
to 4 pereent on May 5, 1981, The surcharge was reduced to 3 percent effective
Sept. 22, 1981, and to 2 percent cffective Oct. 12, As of Oct. 1, the formula for
applying the surcharge was changed from a calendar quarter to a moving 13-week
period. The surcharge was climinated on Nov, 17, l‘)%&l.
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.15 DEPOSITORY INSTITUTIONS RESERVIE: REQUIREMENTS!
Pereent of deposits
Member bank requitements Depository uistitution requirements
e betore miplementation ot the atter lmplunun.m(m of the
Type of depostt, and deposit mterval Monetaty Contiol Act Type of deposit, and Monctary Control Act®
in mitlions of dollars : deposit mterval
Pereent titective date Pereent Etteetive date
Net demand? Net transaction accotnts™?
0-2 ... 7 1230076 $0 $26 muilion .. ... . Lo 3 H/13/80
2100 .. L . ylz 12:300176 Over 26 nulbon . . L L0 o0 L L 12 11/13/80
=100 ..., . L 132 12130476
0-400 ... .. . e 123 12/30076 Nonpersonal ume deposits®
Overd0 ... . . ... ..o . 16V 12/30176 By original natunty
I eon thun 302 years . e 3 4120/82
Time and savings® Mo yems ormore . L L 0 4129782
Savings. .. ... 3 RAGY
Furocrrency Hubilities
Time? All types L 3 11/13/80
0-5, by maturity
30 179 days. ..., e 3 316/67
180 days to 4 yulrx . S 20 118176
4 years or more . . Lo L | 107375
Over S, by matunty
30179 days 4 12:42:74
180 days to 4 yg.lrs 210 18176
4 years ormote . L L ! 10730075

1. For changes moreserve requinements beginning 1963, see Bowd's Annual
Stanstical Digest, 1971 -1975 and tor prior changes, sce Board's Annual Report for
1976, table 13. Under provisions ot the Monetary Control Act, depositony insti-
tutions include commercial banks, mutual savings banks, savings and foan asso-
ciations, credit unions, agencies and branches ol toreign banks, and Ldge Act
corporations.

2. (a) Requirement schedules are graduated, and cach deposit interval applies
to llml part of the deposits ot ¢ach bank  Demand deposits subject to tescrve
requirements were gross demand deposits mimus cash items in process ot collection
and demand balances due from domestic banks.

(b} The Federal Reserve Act as amended through 1978 speaitted ditterent tanges
of requirements tor reserve cty banks and tor other banks. Reserve cities were
dusignated under a criterion aduplul cttective Nov, 9, 1972, by which a bank having
net demand deposits of more than $400 million was constdered to have the character
of business ot a reserve city bank. The presence of the head otfice of such a bank
constituted designation of that place as a reserve aty Cities m which there were
Federal Reserve Banks or branches were also teserve citics. Any banks having net
demand deposits ot $400 million or less were considered to have the chatacter ot
business ot banks outside of reserve cities and were pertmtted to mamtaim 1eserves
at ratios set tor banks not in reserve cities

(¢) Ettective Aug. 24, 1978, the Regulation M reserve requirements on net
balances duc trom domestic banks to then foreygn branches and on deposits that
foreign branches lend to U.S. residents were reduced to zero from 4 pereent and
1 percent respectively. The Regulation D reserve requitement on borrowings from
unrelated banks abroad was also reduced to zero from 4 percent.

(d) Effective with the reserve computation pertod beginning Nov 16, 1978,
domestic deposits of Edge corporations were suLJcct to the same reseive require-
ments as deposits of member banks,

3. (a) Negotiable order of withdrawal (NOW) accounts and tune deposits such
as Christmas and vacation club accounts were subject to the same requiements as
savings deposits

(b) The average reserve requirement on savings and other time deposits belore
implementation ot the Monctary Control Act had to be at least 3 percent, the
minimum specibied by law,

() ];Pfcclivc Nov. 2, 1978, a supplementary 1eserve 1equirenient of 2 pereent
was imposed on large time deposits of $100,000 or more, obligations of attiliates,
and ineligible acceptances. This supp]umm.lry 1cquirenient was climinated with
the maintenance period beginning July 24,

Etfective with the reserve mdmluhmu: pcnml begmning Oct 25, 1979, a
margmal reserve requirement of 8 percent was added to managed Habilities in
excess of a base amount. This marginal requirement was increased to 10 pereent
begning Apr. 3, 1980, was decreased to 5 pereent beginnng June 12, 1980, and

wits teduced to zero beginnmg July 24, 1980 Managed liabilities are detined as
large tme deposits, Eurodollar barrowings, repurchase agreements against U.S.
government and fedetal agency securities, IC(}uml funds borrowings from non-
member stitutions, and certain other obligations. {n general, the base tor the
marginal 1eserve 1equirement was originally the preater ot (a) $100 million or (b)
the average amount of the managed liabilitics held by a member bank, FEdge
corporation, or tamily ot U.S, branches and agencies of a toreign bank tor the two
statement weeks Lll('l“k Sept. 26, 1979, For the computation period heginning Mat
20), 1980, the base was lowered hv () 7 percent (»r(bs the decrease inan institution’s
U'S olfice gross loans to foreigners and gioss balances due from forcign oftices
ot other mstitutions between the base period (Sept 13 26, 1979) and the week
ending Mar. 12, 1980, whichever was greater. For the computation period beginning
May 29, 1980, the base was increased by 712 pereent above the base used to caleutate
the marginal reserve in the statement week of May 1424, 1980, In addition,
beginnmg Mat. 19, 1980, the base was reduced to the extent that foreign loans and
balances declimed.

S For existing nonmember banks and thiite institutions at the time nl imple-
mentaton ot the Monetary Control Act, the phase-in petiod ends Sept. 3, 1987.
For existing member banks the phase-in period 1s about three years, (Iq)uldlmw on
whether their new reserve tequirements are greater o1 less than the old require-
ments. For existing agencies and branches ot toreign banks, the phase-mn ends Aug.
12, 1982, New institutions have a two-year phase-in begimnmg with the date that
they open for business, except for those institutions having total reservable liabilities
ot $50" million o1 more.

6. Transaction accounts include alt deposits on which the account holder is
permitted to make withdrawals by negotiable or transterable instruments, payment
orders of withdrawal, and telephone and preauthonized transfers (in excess of three
per month) tor the purpose of making payments to third persons or others.

7. The Monetary Control Act ot 1980 tequires that the amount of transaction
accounts against which the 3 pereent reserve requirement will apply be moditied
annually to 80 percent of the petcentage inerease in transaction accounts held by
ail depository institutions on the ruvium‘ June 30 At the beginning of 1982 the
amount was accordingly increased trom $25 mullion to $26 million

8. In general, nonpersonal time deposits are time deposits, including savings
deposits, that are not transaction accounts and i which the beneficial mterest s
held by a depositor that 15 not « natural person. Also included wie certain trans-
terable tume deposits held by natural persons, and certan obligations issucd to
depository mstitution oftices located outside the United States. For details, see
section 204 2 ot Regulation 1D

Notr, Requited teserves must be held i the torm ot deposits wath Federal
Reserve Banks or vault 1. After implementation ot the Moncetary Control Act,
nonmembers nay maintain reserves on g pass-thiough basts with cettain approved
institutions

NOTES TO TABLE 1.16

18. Effective Dec. 1, 1981, depository mstitutions were authonzed to otter time
deposits not subject to interest rate ceilings when the funds are deposited to the
credit of, or in which the entire beneticial interest 1s held by an individual pursuint
to an IRA agreement or Keogh (H R 10) plan. Such tmie deposits must have a
minimum maturity ot 18 months, and additions may be made to the time deposit
at any time betore its matunty without extending the matutity of all or a portion
of the balance of the account

19. Effective May 1, 1982 depository institutions were authorized to otter ne-
gotiable or nonnegotiable tme deposits with a mimmun otiginal matunty ot 312
years or more that are not subgect to mterest tate cetlings, Such tme deposits have
no mmimum denomination, but nust be made avaulable m a $500 denomination.
Additonal deposits niay be made to the account during the tist year without
extending its matunty.

Nott Betore Mar 31, 1980, the maximum rates that could be paid by tederally
insured commercial banks, mutual savings banks, and savings and loan associations
were established by the Board of Governors of the Federal Reserve System, the
Board ot Pucctars ot the Federal Deposit Insurance Corporation, and the Federal
Home 1 oan Bank Board under the provisions ot 12 CFR 217, 329, and 526 1c¢-
speetively Title II uf the l)crmilm’y Institutions Deregulation and Monetary Con-
ttol Act ol 1980 (P.L.. 96 221) transtenied the authority ot the agencies to establish
MAXININ 1Ates nt mluul payable on deposits to the Deposttory Institutions De-
regulation Committee, The maximum rates on time deposits in denominations ot
$100,000 01 more with maturities ot 30 89 days were suspended in June 1970, such
deposits maturing in 90 days or more were suspended in May 1973, Yor information
regarding previous miterest tate ceilings on all types ot accounts, see carlier issues
of the Fritrar Reserve Bunnt N, the Federal Home {.oan Bank Board Journal,
and the Annnal Report of the Federal Deposit Insurance Corporation
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1.16 MAXIMUM INTEREST RATES PAYABLLE on 'Time and Savings Deposits at Federally Insured Institutions

Percent per annum

. - Savings and loan associations and
Commereral banks mutuat saj:vmga banks (thiitt mstitutions)
J— ——— —_—
Type and maturity ot deposit Ly etteet July 31, 1982 Previous maxpmun In citect Tuly 31, 1982 Previous miaxinium
Pereent l*.tlx:,c(‘lvc Percent ]‘."L“CIIV(‘ Percent Lflective Pereent Litfective
4‘ e date date date
ISaVInES . ..oy oo e S 7179 5 VAR S 71479 SV "
2 Negotiable order ot withdrawat accounts 2| Sl 12131780 5 11/14 b 12131/80 5 11774
Time accounts
Fixed t(’l/ln[z rates hy maturity *
314 89days S .... ... Sbs 81179 s W73 ) Lo © |
4 90 days to l_yc.u ............................. SV 171780 Sha /73 6 1/1/80 5Y% [0}
5 dtolyears’. ... o T 54 121/70) ol 1 N 172770
6 2102V years 1. : 5¥a 1724770 e 9 [ 1721/70
7 22 to 4 years 7 ol 113 S¥ 12t/70 O0Ya O] [{] 1721770
8§ 4to6 yeurs b iz 11473 ) e . Nz 171773 ) L
9 6to8years® 7 12/23/74 TV 1173 ¥ 12723774 iz 1/1/73
10 8 years or more ¥ TV 6/1/78 Q) 5 6/178 Q) G
11 Issued to 50vcru|null.xl umits (\ll uhltunlus) oo 8 6178 ™ 1374 8 o/1/7R TYa 12123174
12 Individual retivement .uumms and ng,h (ll R 10)
plans (3 years or more) ! . 8 61778 Vs 20677 8 o/1/78 TV 716077
Special variable u’tlm;i rates by maturity
13 91-day time deposits, |, ‘Y ) [ (" 9y (¢t ()] "
14 6-month money market tine d»;n(mlx " (' Q) ) [ %' Y (”; (G "
15 12-month all savers certiticates 15 .0 (5 (%) (%) (”% E") 1)) () 15
16 2V years to less than 3v2 yeats (1) ('%) (" [ 16y (16) (&) ("7
Accounts with no ceiling rates
17 Indwidual retirement accounts and Keogh (Il R10)
plans (18 months or more) % . (18y 18 ( % (G} 18 (% 14
18 3V years or more time depostts oo (“’) 5'”; (10; (”% ") %"’; (1‘); é"’%

1. July 1, 1973, for mutual savmp banks, July 6, 1973, tor savings and loans,

2. For authorized states onl y. Federally msured commeretal banks, savings and
loan assaciations, cooperative banks, and mutual savings banks in Massachuscetts
and New Hampshire were first permitted to otfer negotiable otder of withdrawal
(NOW) accounts on Jan. 1, 1974, Authoization to issue NOW accounts was cx-
tended to similar institutions thmu;,hnut New England on Feb 27, 1976, in New
York State on Nov. 10, 1978, and in New Jersey on Dece, 28, 1979, Anthonization
to issue NOW accounts was extended to similar institutions nationwide etfective
Dec. 31, 1980,

3. For exceptions with respect to certam foreign time deposits see the Buyie v
for October 1962 (p. 1279), August 1965 (p. 1084), and Febtuary 1968 (1 167)

4, Effective Nov. 10, 1980, the minumum notice period for public unit sccounts
at savings and loan associations was decteased to 14 days and the mintmunt imatutty
period for time deposits at savings and loan associations in excess ot H100,000 was
decreased to 14 days. Eftective Oct. 30, 1980, the minimum matwity o1 notice
period for time deposits was decreased {rom 30 t0 {4 days at mutual savings banks.,

5, Litfective Oct. 30, 1980, the minimum matutity o1 notice penod for time
deposits was decreased Irom 30 to (4 days at commerciat banks

6. No separate account category

7. No minimum denominaton. Until July 1, 1979, a mummum of $1,000 was
required for savings and loan assoctations, exeept in areas where mutual SV Ings
banks permitted lower minimum denonunations 'l hl\ restriction was 1removed o1
dcgosns maturing in less than 1 year, effective Nov. 1, 1973,

No minimum denomimnaton, Untl July 1, 1979, llu nunmmum denomination
was $1,000 except for deposits representing funds contnibuted o an ndividual
retirement account (IRA) o a Keogh (FLIRC 10) plan established putsuant (o the
Internal Revenue Code. The $1,000 minimum requuement was removed tor such
accounts m December 1975 and November 1976 respectively

9. Between July 1, 1973, and Oct. 31, 1973, centificates matuting in 4 years o
more with minimum dummm ations of Sl 000 had no ceiling, however, the amount
of such certiticates that an institution could issue was limited to S pereent of its
total time and savings deposits. Sales inexcess ot that amount, as well as certiticates
of less than $1,000, were hmited to the 6%2 pereent cetling on tme deposits mitusing
in 2V2 years or more, Etfective Nov 1, 1973, cethings were ieimposed on certificates
maturing 1n 4 years or more with mmuinum denomination of $1,000. There s no
limitation on the amount of these certificiates that banks can issue

10 Accounts subject 1o fixed-rate ceilings See tootnote 8 for minimum denom
ination tequirements.

11. Effective Jan. 1, 1980, commesctal banks ae peinitted to pay the same tafe
as thrifts on [RA and Keogh accounts and accounts ot governmentat umts when
such deposits are placed i the new 2¥2-year ot more vanable-ceiling certificates
or in 26-weck money market certificates 1egardiess of the level of the Treasury bilt
rate.

12 Must have a maturity ot exactly 20 weeks and o mmimmum denommation ot
$10,000, and must be nonnegotiable

13. Etfective May 1, 1982, depository institutions were authonzed to ofter tme
that have a nunimum denomination ot $7,500 and a maturity ot 91 days
ng rate of interest on these deposits is indexed to the discount rate tauction
average) on most r1ecently issued Y1-day Ticasury bills tor thritt institutions and
the discount rate minus 23 basis points tor commercial banks ‘The rate ditferentiul
ends | year from the effective Ll‘ulc of these instruments and is suspended at any
time the Treasury bill discount rate is Y% o1 below tor four consceutive auctions
The maximum allowable tates m July (in pereent) tor commercial banks were as
follows: July 7, 12.556; July 13, 11.547; July 20, 10 890, July 27, 10 309, and fo
thrift institutions: July 7, 12.806; July 13, 11.797; July 20, 11.140; July 27, 10.559.

14. Commercial banks and thritt institutions were authorized to ofler money
market time deposits etfective June 1, 1978, These deposits have a minimum de-
nomination requirement ot $10,000 and a matwity of 26 weeks. ‘The celing 1ate
of interest on these deposits by indexed to the discount 1ate (anction average) on
most recently issued 26-week ULS. ‘Freasury bills Interest on these certiticates may
not be compounded. Effective tor all 6-month money matket certiticates issued

beginning Nov. [ 1981, depository mstitutions may pay 1ates of interest on these
deposits indexed 1o the higher ot (1) the ate tor 26-week Treasury bills established
immediately betore the date of deposit (bill rate) or (2) the average ot the four
rates for 26-week Treasury bills established tor the b weeks immediatety hetore
the date of deposit (dweek average bill tate). Ceilings ate determmed as follows,

Bull rate or 4-week
average bill rate

7.50 pereent o below
Above 7 50 pereent

Commercial bank cetling

7775 pereent
Va ot 1 percentage pomnt plus the higher ot
the bill 1ate ov 4-week average bill rate

Hivift ceiling
7715 peicent
2 ot 1 percentage point plus the higher ot
the bill 1ate or 4-week average bill wate

9 percent

7.25 percent o1 below

Above 7 25 pereent, but below
8.50 pereent

8.50 pereent orabove, hut below
R.7S percent

8 75 pereent ot above

Y4 ol | pereentage point plus the higher ot
the bl tate o1 4-week average bill rate

The maximum aliowable tates m July tor commercial banks and thrfts based on
the bill tate were as tollows: July 7, 13.226; July (3, 12.217, July 20, 11.691; July
27, 11.628. The maximum alfowable rates i July for commercial banks and thiitts
based on the d-week average bill tate were as tollows: July 7, 13.232; July 13,
13 098; July 20, 12.700; July 27, 12 190

15 Eftective Oct. 1, 1981, depository mstitutions are authorized to issue all
savers certiticates (AS( ) with a l-year maturity and an annual investment yicld
equal Lo 70 percent of the average mvestment yicld tor 52-week U.S. Treasury ills
as determined by the auction of 52-week Treasury bills held immediately betore
the calendar week in which the certiticate is issued. A maximum less than 9.50
peteent, commercial banks may pay ictime exclusion of $1.,000 ($2,000 on a joint
retutn) trom gross income is genetally authorized for interest income trom ASCs.
The annual investment yiekds tor ASCs issued in July (10 percent) were as tollows:
fuly f1, 9.99

16. Etfective Aug. 1, 1981, commereral banks may pay mterest on any variable
ceiling nonnegotiable time dcpmn with an original matuuty of 2V years to less
than 4 years at a rate not to exeeed Y4 ol | pereent below the average 2Ve-year
yield for TS, Treaswy secunties as determimed and announeed by the Tricasuty
Department mmediately betore the date ot deposit. Bifective May |, 1982, the
maximum maturity tor this category of deposits was reduced to less lhdn 3V years
Thitt institutions niay pay interest on the: tificates at a rate not to exceed the
average 25 -year yield for Treasury seeurities as determined and announced by
the Treasury Department nnmull.m,ly betore the date ot deposit, If the announced
average 2Y2-year yield tor Trcasury seearities is 9,25 percent and thutt mstitutions
9 50 pereent tor these deposits, These deposits have no requited mimmuom denom-
ination, and mterest may be compounded on them ‘The celing rates ot mterest at
which they may be oflered vary biweekly The maximum allowable tates m July
(in pereent) tor commercial banks were as tollows: fuly 3, 14.55; July 20, 13.75;
and tor thritts: July 3. 14 80; Tuly 20, 14 00

Between Jan. [, 1980, and Aug. 1, 1981, commeraal banks, and thites were

authorized to ofter variable ceiling nonnegotiable time deposits with no required
minimum denommation and with matuntics of 242 YEHLS O more. Ftfective Jan.
1, 1980, the maxumwm 1ate tor commercial banks was ¥4 percentage point below
the average yield on 2Y2-year U S, Treasury secuties; the celing rate tor thrifts
was W pereentage pomt higher than that lor commercial banks. Etlective Mar, |1,
1980, a temporaty ceiling of T percent was placed on these accounts at com-
mercial banks and 12 pereent on these accounts at savings and loans  Etfective
June 7, 1980, the coihing 1ates ton these deposits at commercial banks and savings
and foans was increased Vs pereentage pomt. ‘Fhe temporary cetling was retained,
and a minimum ceding of 9.25 pereent tor commercial banks and 9.50 pereent tor
thietts was established

NoTEs are contmued on opposite page.
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS

Millions of dollars

1981 1982
Type o transaction 1979 1981} 1981
Dec. Jan. Feh, Mar. Apr. May June
U.S. GOVERNMINI SECURITUS
QGutright transactions {excluding matched
transactions)
Treasury billy
1 Gross purchases .. ....... oo ciiein 15,998 7.668 13,899 2,170 0 1,017 474 4,149 595 1,559
2 Gross sales . . . 6,855 7.331 6,746 0 2,756 868 995 0 519 0
3 Exchange. .. . 0 0 0 0 i} 0 0 0 0 200
4  Redemptions. ... ... .. ..o 2,900 3,389 1,816 0 600 0 600 0 400 0
Others within | year!
S Gross purchases. ... o i 3.203 912 317 80 0 20 0 132 [¢] 0
6 Gross sales .. BTN S 0 (] 23 0 0 0 0 0 0 0
7 Maturity shift . . 17,339 12,427 13,794 887 542 2,633 900 333 1,498 988
8 Exchange................... 0 o 18308 | - 18,251 - 12,869 ~754 0 9401 - 1479 -S251 —2,541 —1.249
9  Redemptions. .................. o 2,600 0 0 0 [ 0 0 0 0 4]
15 years
10 Gross purchases. ... ... 2,148 2,138 t702 526 0 50 0 570 0 0
11 Gross sales 0 0 0 1] 0 0 0 0 0 0
12 Maturity shift ... . . . Lo - 12,693 8,909 - 10,299 - K87 - 542 - 974 —-900 -333| -1,000 — 988
13 Exchange..............ocoiiiiiii . 7.508 13,412 10,117 754 0 765 1479 525 1,600 1,049
510 10 years
14 Gross purchases 523 703 393 165 i} 0 0 81 0 0
15 Gross sales 0 ] 0 0 0 0 0 0 0 0
16 Maturity shift . . ol 46461 - 3,092 —-3.495 0 0] -1,65 0 0 —498 0
17 Exchange . ....... 2,181 2,970 1,500 0 0 100 1] 0 941 0
Over 10 years
18  Gross purchases . 454 R11 379 108 0 0 0 52 0 0
19 Gross sales .. .. 0 0 0 0 0 0 0 0 0 0
20 Maturity shift 0 —426 0 0 0 0 0 0 0 0
21 Exchange............... .. .o - 1.619 1.80Y 1,253 0 0 75 0 [{] Q0 0
All maturities!
22 Gross purchases.. ..... 22,325 12,232 16,690 3.049 0 1,087 474 4,984 595 1,559
23 Gross sales . ... 6,855 7.331 6,769 0 2,756 868 4995 0 519 {]
24 Redemptions ... .. 5,500 3.389 1.816 0 600 0 600 0 400 0
Matched transactions
25  Gross sales ..... e 627,350 | 674,000 589312 54,098 51,132 28,033 38,946 44,748 36,047 41,509
26 Grosspurchases.. ... ... ... 624,192 | 675,496 589,647 54,044 ST 28,258 38,650 44,759 36,790 37,548
Repurchase agreements
27 ross purchases ... o 107,051 | 113,902 79.920 14,180 12,962 18,656 8.595 18,396 10,155 5332
28 Grosssales ...... ... e e e 106,968 113,040 78,733 12,760 12,914 21,919 6,998 14,724 15,424 5.332
29 Net change in U S. government securities . .. .. .. 6,896 3,869 9,626 4415 ~2,724 | -2.820 179 8.667 —-4850 | -2.402
FEDERAL AGENCY ORLIGATIONS
Outright transactions
30 Grosspurchases............ . ... 853 668 494 0 0 0 0 0 0 Y]
31 Gross sales ... .. . 399 O o g i) 0 ) 0 0 O
32 Redemptions. 134 145 108 4 68 32 13 5 1 &
Repurchase agreements
33 STOSS PUIChaseS . ... oot e 37,321 28,895 13,320 1,047 800 872 §54 2,033 1,305 831
34 Grosssales ... oo 36,960 28,863 13,576 1,697 935 1,006 471 1,119 2,301 831
35 Net change in federal agency obligations., . . .. 681 555 130 —54 --203 -- 166 70 909 -997 -6
BANKLRS ACCEPTANCLS
36 Repurchasc agreements, net.. ..., ... 116 73 — 582 549 402 - 597 488 280 - 768 0
37 Total net change in System Open Market
Account ... i 7,693 4,497 9,175 3,812 -2,524| -—3,583 737 9,856 | —6,615| -—2,408
1, Both gross purchases and redemptions include special certificates created No1t. Sales, redemptions, and negative figures reduce holdings of the System
when the Treasury borrows directly from the Federal Reserve, as follows (millions Open Market Account; all other figures increase such holdings. Details may not
of dotlars): March 1979, 2,600. ;\Jd to totals because of rounding.
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1.18 FEDERAL RESERVE BANKS Condition and Fedcral Reserve Note Statements

Millions of dollars

Wednesday Iind ot month
Account 1982 1982
June 30 July 7 July 14 July 21 July 28 May Junc July
Consolidated condition statement
AssIs
1 Gold certificate account ... ...... A 1,149 11,149 11,149 1,149 11,149 11,149 11,149 11,149
2 Special drawing rights certifi P 3818 3818 KRR 4,018 4,018 3818 3,818 4,018
. T 415 408 412 421 428 386 415 432
Loans
4 To depository institutions e 1,638 680 651 750 1.470 1,058 1,638 458
§ Other . ... . i . 0 0 0 0 0 0 [¢] 0
Acceptances
6 Held under repurchase agreements ... ... 0 802 i} 0 0 0 0 0
Federal agency obligations
7 Bought outright . .. 9,002 9,001 9,001 9,001 9,001 9,008 9,002 9,001
8 Held under repurchase agreements ... . . ..., 0 664 0 0 4] 0 0 0
U.S. government sccuritics
9 47,921 49,172 50,844 52,625 52,652 50,123 47,921 52,358
10 60,943 61,143 62,018 02,018 62,018 61,143 60,943 62,018
11 18,141 18,141 18,204 18,264 18,264 18,141 18,141 18,204
12 C e 127,005 128,456 131,126 132,907 132,934 129,407 127,005 132,040
{3 Held under repurchase agreement e 0 3,687 0 0 1} 0 0 0
14 Total U.S. government securities. .. ... . . 127.005 132,143 131,126 132,807 132,934 129,407 127,005 132,640
15 Total loans and securitfes . .. . .. .. ... ........ 137,645 143,350 140,778 142,658 143,405 139,473 137,645 142,099
16 Cash items in process ot collection ............. ... ... 9,603 10,913 8,434 8,622 7,743 8,033 9,6(13 8,220
17 Bank premises ... .o e 521 521 524 524 529 518 521 528
Other assets
18 Denominated in foreign currencies?, .. ... . 4,779 4,593 4,503 4,597 4,604 4,880 4,779 5,405
19 Allother’ ... ... ..o . ..o 3,513 3,691 3,810 3,937 4,042 3.237 3,513 4,023
20 Total @ssets ................ ooiiiiianian, s 171,443 178,443 173,518 175,926 175,915 171,494 171,443 175,874
LIABIETTIES
21 Federal Reserve notes ... ..o....00 .. . e 134,228 136,057 135,908 134,803 134,604 132,619 134,228 134,115
Deposits
22 Depository institutions . . .. . . . oo 20,198 25,032 22,474 25,012 26,676 23,463 20,198 24,974
23 U.S. Treasury ~General account 4,099 3,234 2,880 3,844 2,927 2,540 4,099 3,275
24 Foreign—Official accounts. .. ... - e 586 192 239 238 301 08 586 982
25 Other...... ... ool 437 olt 519 667 630 523 437 662
26 Totaldeposits . ............. ....... ... 25,320 29,069 26,512 29,761 30,534 26,834 25,320 29,893
27 Deferred availability cash items .. ... ..., P 7,058 8,085 6,108 6,148 5,650 0,257 7,058 6,507
28 Other liabilities and accrued dividends? 2,079 2,295 2,034 2,236 2,149 2,643 2,079 2,197
29 Total Habllites ..... ...... . ... ... ............. 168,685 175,506 170,562 172,948 172,937 168,353 168,685 172,712
CAPITAL ACCOUNTS
30 Capital paid in . 1,327 1,329 1,334 1,334 1,334 1,316 1,327 1,336
31 Surplus........ ... . . 1,278 1,278 1,278 1,278 1,278 1,278 1,278 1,278
32 Other capital accounts ... 153 330 344 366 366 547 153 548
33 Total liabilitles and capital accounts. .. .............. .. 171,443 178,443 173,518 175,926 175,915 171,4%4 171,443 175,874
34 MEMO: Marketable U.S. government securities held in
custody for foreign and intcrnational account . ... .. 96,122 90,196 96,725 96,479 95,851 91,025 96,122 95,684
Federal Reserve note statement
35 Federal Reserve notes outstanding (1ssucd to bank) ... 154,036 154,077 154,346 154,753 155,083 152,932 154,036 155,017
36 Less: Held by bank® ... .....0.................... 19,976 18,120 18,438 19,950 20,479 20,313 19,808 20,902
37 Federal Reserve notes, net ...........oooovn o0y 134,060 135,957 135,908 134,803 134,604 132,619 134,228 134,115
Collateral for Federal Reserve notes
38 Gold certificate account ... ... oo 11,149 11,149 11,149 11,149 11,149 11,149 11,149 11,149
39 Special drawing rights certific 3818 3818 3818 4,018 4,018 3,818 3818 4,018
40  Other eligible assets . ...... .. ...... 39 108 0 0 0 39 0
41 U.S. government and agency securities 119,054 120,882 120,941 119,636 119,437 117,652 119,222 118,948
42 Total collateral ............... ... ... i 134,060 135,957 135,908 134,803 134,604 132,619 134,228 134,115
1. Includes securitics loancd—-fully guaranteed by U.S, government securities 3. Includes special investment account at Chicago ot Treasury bills maturing
pledged with Federal Reserve Banks —and excludes (if uny) securitics sold and within 90 days.
scheduled to be bought back under matched sale-purchase transactions. 4. Includes exchange-translation account reflecting the monthly revatuation at
2. Includes U.S. government securitics held under repurchase agreement agamst market exchange rates ot foreign-exchange commitments.
receipt of foreign currencies and foreign currencies warchoused for the U.S. Treas- 5. Beginning September 1980, Federal Reserve notes held by the Reserve Bank

ury. Assets shown in this line are revalued monthly at market exchange rates. are exempt from the collateral requirement.
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1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holdings

Millions of dollars

Wednesday End of month
Type and maturity groupings 1982 1982
June 30 July 7 July 14 July 21 July 28 May 28 June 30 July 30
1 Loans—Total . . ... ... ........... 1,638 680 651 750 1,470 1,058 1,638 458
2 Within 1Sdays........0. . ... 0 L o L.S85 562 S04 715 1,432 1,010 ,585 383
3 l6daysto90days... .. o 53 1% 147 38 38 48 53 75
4 O9ldaystolyear. . . o0 i} 0 0 o 0 0 0 0
S Acceptances Total. o0 o 1 862 0 0 0 0 0 0
6 Withn 15 days ..... 0 8062 0 4] 0 0 0 0
7 1l6daysto 90 days.. . . 4 0 0 ] 0 0 0 0
& 9ldaysto Lyear...... 0 0 0 0 0 0 0 0
9 U.S. g,uvcrnmcnl sceurities—Total ..., .. 127,005 132,143 131,126 132,907 132,934 129,407 127,005 132,640
10 Within 15 days® .. ... 2.316 6,147 4,056 3910 6,006 3,090 2,316 4,374
11 16 days to 90 days . 25.432 27,274 28,520 28,094 26,242 28,912 25,432 27,562
12 91 days to 1 year .. 34 454 33,719 32,620 34,973 34,756 32,138 34,454 34,775
13 Over 1 year to 5 yuu& 17.326 37,520 3K.217 38,217 38.217 37,790 37,326 38,216
14 Over § years to 10 years .. 10.717 10,717 10,830 10,830 10,830 10,717 10,717 10,830
15 Over i0years. ... .. .. oo 16.760 16,760 16 883 16,883 16,883 16,760 16,760 16,883
16 Fedceral agency l)hllgdll()n\ Total .. oo 9.002 9.665 9,001 9,001 9,001 9,008 9,002 9,001
17 Within 15 days! .............. . 184 724 38 148 174 105 184 174
18 16 days to 90 days .. . 443 557 612 485 524 510 443 524
19 Ol days to | year 1.629 1,633 L.617 1,608 1,593 1,545 1,629 1,593
20 Over | year to S years ... 516 5.316 5315 5.299 5,305 5.3%7 5,310 5,305
21 Over § years to 10 years P 927 927 916 8YR 902 927 927 902
22 Over W0years . ... ..o L 503 503 503 503 503 534 503 503
1 Holdings undet repuichase agreements are classitied as maturing within 15 days in accordance with maximum maturity ot the agreements.
1.20 BANK DEBITS AND DEPOSIT TURNOVER
Debits are shown in billions of dollars, turnover as ratio of debits to deposit, Monthly data are at annual rates.
1982
Bank group, o1 type of customer 1979 1980 1981
teb, Mar. Apr. May Junc
Debits to demand deposits! (seasonally adjusted)
1 AII commercial banks ..., 49,7750 63.013.4 80,0597 85,2743 83,617 4 83,404 1 87,488.1 88,259.6
2 Major New York Ci ||y banks. 18,512.7 25,192.5 33,6427 35,9838 342183 35,238.0 37,3797 37,016.6
3 Other banks ... . 31,202.3 37,8209 40 417.0 49,290.5 49,399.1 48,166.1 50,108.4 51,243.0
Debits to savings deposits? (not seasonally adjusted)
4 ATSINOW?. 833 158.4 741.3 836.7 935.4 1,072.5 929.0 1.069.9
5 Businegs* . 773 93.4 112.1 95.2 1154 103.0 90.2 107.6
6 Others® . ... ... .. 5152 605.3 542.2 5348 586.9 609.6 57014 593.4
7 All accounts .. 675 8 8572 1.435.6 1,466 7 1.637.6 1.785.1 1,589.6 1,770.9
Demand deposit turnover! (seasonally adjusted)
8 All commercial banks ... . 163.5 201.6 281.4 307.1 304 7 301.3 315.8 322.7
9 Major New York (' lly banks. . . L. L 046.2 813.7 1,100.5 1,252.1 1.211.7 1,255.3 1,292.8 1,326.4
10 Other banks D 113.3 134.3 182.8 198.0) 200.7 193.7 202,0 208.6
Savings deposit turnover? (not seasonally adjusted)
1ATSINOWY oo 0 o 7.8 v.7 14.2 13.0 14.2 15.4 14.0 15.8
12 Business® . . 7.2 93 12.3 121 14.6 13.2 11.4 13.5
13 Others’ ..o 0 2.7 34 37 3.6 39 4.0 38 39
14 All accounts 31 42 006 6.6 7.3 7.8 7.1 7.8

1. Represents accounts of individuals, partnerships, and coiporations, and of

stat.

and political subdivisions.

2. Excludes special club accounts, such as Christmas and vacation clubs.

3. Accounts authorized {or negotiable orders of withdrawal (NOW) and accounts
authorized for automatic transter to demand deposits (ATS). ATS data availability

starts with December 1978,

4. Represents corporations and other protit-sceking organizations (excluding
commercial banks but including savings and loan associations, mutual savings banks,
credit unions, the Export-lmport Bank, and tederally sponsoted lending agencies)

S Savings accounts other than NOW; business, and, lrom December 1978, ATS

No 1. THistorical datalor the period 1970 through June 1977 have been estimated,
these estimates are based in part on the debits sertes for 233 SMSAs, which were
available through June 1977, Back data arc available from Publications Services,
Bouard of Governors of the Federal Reserve System, Washington, 1D.C. 20551.
Debits and turnover data for savings deposits are not avaitable before July 1977.
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1.21 MONEY STOCK MEASURLES AND COMPONENTS
Billions of dollars, averages of daily figures
1982
Ite 1978 1979 1980 1981
tem Dec. Dec. Dec. Dee. [T
tieh Mat Apr. May June
Scasonally adjusted
Measuies'

1 363.2 389.0 4145 440.9 447.3 448 3 452,47 451.5 451.3
2 1,403 9 1,518.9 1,656 2 1,822 7 1,.848.0 1.865.2 1.880.7 1,897.5 1,907 6
3 1,629.0 1,779 4 1,963.1 2,18K.1 22150 22358 2,258.1 2,278.77 22952

4 1,938.9 2,1539 2,370.4 2.642.8 2,680 9" 2,716.8 0o n.a. na

SELECTLD COMPONLNIS
5 Currency . 97.4 100 1 116.2 124.6 125.1 120 3 127.4 128.4
6 ‘Traveler’s chee 35 37 4.2 43 4.4 44 4.5 45
7 Demand deposits. . .. e 2539 2622 267.2 234 5 233.0 2330 232.6 2310
8 Other checkable depomts” . .« . 0 . .. 8.4 16.9 26.9 LR 85.7 88.6 870 87.5
9 Savings deposits 4799 421.7 398.9 4K8.0 350.7 350.5 350.9 3499
10 Small-denomination time deposits’ ..., ..., 5339 652.6 751.7 859 4 86997 881.6 894.1 901.0
11 Large-denommation time deposits® 194.6 2218 257.9 300 3 30K.0 312,67 3071 321,47 328.2
Not seasonally adjusted
Mt Asunis!

YR 398.8 424 6 4512 437.2 440 0 455.5 445 1 450.4
1.408.5 1,524.7 1.662.5 1,829 4 18429 18619 1,887.9 1.888.97 1,906 1
1,637.5 1,780.2 1,973.9 2,199.9 22160 2,237.4 2,266 1 2268 7" 2,280 3

1,946.6 2,162.8 2,380.2 26538 2,697.9" 27228 n.i n . N

SELECTED COMPONENTS
16 Curtency. ... 99.4 108.2 HK.3 125 4 123 0 123.8 125.7 127.2 128.3
17 Traveler's cheeks . 33 35 39 4.1 4.1 42 4.2 4.3 4.7
18 Demand deposits . ... ., 2615 2701 275 1 2433 2285 2282 236.1 228.37 230.3
19 Other checkable deposits’. 8.4 17.0 272 7R.4 8.4 83.8 89S 85.4"7 R7.1
20 Overnight RPs and Eurodol 24.1 263 35.0 381 429 43.0 40.4 2.8 42.8
21 Savings deposits® .. ... .. 478.0 420.5 398 0 3430 344.5 340.1 348.1 3474 347.9
22 Small-denomination time deposits 531 6497 748.9 851.7 868 5 879 6 BYR.17 8Y5.3 902 3
Money market mutual tunds

23 General purpose and broker/dealer . ..., 7.1 4.4 61.9 151.2 156 0 159.2 161 9 1643 168 6
24 Institution only e 31 9.3 13.9 337 30.5 3Ls 31.5 328 337
25 Large-denomination time deposits®, . 198.0 226 0 262.3 305.4 342 317.4 317.9 320.17 323.8

L Composition of the money stock measures s as tollows

M1 Avecrages of daily ligures for (1) currency outside the Treasury, Federal
Reserve Banks, and the vaults of comimercial banks; (2) traveler’s checks ot non-
bank issucrs; (3) demand deposits at all commercial banks other than those due
to domestic banks, the U.S, government, and foreign banks and ofticial institutions
less cash items in the process of cotlection and Fedetal Rescerve tloat; and (4)
negotiable order of witzldmwul (NOW) and automatic transfer scivice (ATS) ac-
counts at banks and thritt institutions, credit union share draft (CUSD) accounts,
and demand deposits at mutual savings banks.

M2: ML plus savings and small-denomination time depaosits at all deposttory
institutions, overnight repurchase agreements at commercial banks, overnight Fu-
rodollars held by U:S. residents other than banks at Caribbean branches of member
banks, and balances of money market mutual funds (general purpose and broker/
dealer).

M3: M2 plus large-denomination time deposits at all depository institutions, term
RPs at commercial banks and savings and loan associations, and balances of -
stitution-only money market mutual tunds.

2. 1. M3 plus other liquid assets such as term Lurodollars held by U.S residents
other than banks, bankers acceptances, commercial paper, Treasury bills and other
liquid Treasury securities, and U8, savings bonds,

3. Outstanding amount of U.S. dotlar-denominated tiaveler’s checks of nonbank
issuers.

4. Savings deposits exclude NOW and ATS accounts at commerctal banks and
thrift mstitutions and CUSDs at credit unions.

5 Small-denomnation time deposits are those issued
amounts of less than $100,000.

6. Large-denomination hme deposits ate those issued in amounts ot $100,000
o1 more and ate net of the holdings of domestic banks, thrift institutions, the U.S.
government, money market mutual tunds, and toreign banks and official institu-
tions.

7. Includes ATS and NOW balances at all mstitutions, credit union share drate
balances, and demand deposits at mutual savings banks,

8. Overnight (and continumg contract) RPy are thuse issued by commercial
banks to ather than depository mstitutions and money market mutual funds (gencral
putpose and broker/dealer), and overnight Eurodollars are those issued by Ca-
tibbean branches of member banks to U S, residents othet than depository inst-
tutions and money market mutual funds (general purpose and broket/dealer).

including retail RPs

Nott. Latest monthly and weekly tiguies ae avatlable from the Board's H.6
(508) release. Back data arc available trom the Banking Scction, Division ot Re-
search and Statistics, Board of Governors ot the Federal Reserve System, Wash-
mgton, D.C. 20551,
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1.22  AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE!

Billions of dollars, averages of daily figures

1981 1982
I 1978 1979 1980
tem Dee. Dee. Dec.
Nov. Dec. Jan. Feb. Mar. Apt. May June” July
Seasonally adjusted
ADJUSITED FOR
CHANGES IN RESERVE REQUIREMENTS?
{ Total reserves ... ... .. ... ... oiein. 35.08 36.37 39.01 40.15 40.53 41.28 40.93 41.09 41.18 41.33 41.4 41.45
2 Nonborrowed reserves ........ ... 3422 34901 37.32| 3949 39891 3976 39.14} 39.53| 39.61 40.21 | 40.24 | 4075
3 Required reserves 3485 36.041 3849 3981 40211 4086 40.62) 40731 4091 | 4097 | 41.13| 41,12
4 Monetary base* ....... ... 134.7 145.0 [ 158.0} 164.3 165.8] 167.4] 1679 168.5 169.8 1710 1721 172.6
Not scasonally adjusted
5 Total reserves® .......................c 35.66 | 36.97| 3970 40.33| 41.26| 42.70| 40.74| d0.53| 4109 4098 40.88| 41.31
6 Nonborrowed reserves .......... oo 34.80 35.50 38.01 39.67 40.63 41.18 38.95 38.98 39.52 39.87 39.68 40.61
7 Required reserves ... 35.43 36.65 39.19 39.99 40.94 42,28 40.44 40.18 40.81 40,63 40.57 40.98
8 Monetary base* ... 137.4 147.9 1 1610} 1656 168.9 | 168.5] 166.1 166.5 16891 170.4 171.5 173.4
Nor ApjusreDd FOR
CHANGES IN RESERVE REQUIREMENTS®
9 Total reserves® ..................ccoiiiiiiiii... 41,68 | 43.91| 40.66 4095 41.92| 43.20| 41.29| 39.23| 3956 39.55| 3957 39.99
10 Nonborrowed Teserves . .....ooovovvvueioioni.. 4081 | 42,43 3897 4029| 41.29| 41.69( 39.50| 37.68 ) 37.99| 38.43| 38.36| 3929
L1 Required reseryes ... 41451 4358 | 40,15 40.60 | 41.60| 4278 | 4098 38881 3928 3919 3926 39.65
12 Monetary base® .. ........ ..o i 144.6 156 2 162.4 166.3 169.7 169.1 166.8 165.4 167.6 169.2 170 4 172.4

1. Reserve measures from November 1980 to date reflect a one-time increase—-
estimated at $550 million to $600 milllon—in required reserves associated with the
reduction of week-end avoidance activities of a few large banks.

2. Reserve agfregates include required reserves of member banks and Edge Act
corporations and other dcpositorg institutions. Discontinuities associated with the
implementation of the Monetary Control Act, the inclusion of Edge Act corporation
reserves, and other changes in Regulation D have been removed.

3. Reserve balances with Federal Reserve Banks (which exclude required clear-
ing balances) plus vault cash at institutions with requircd rescrve balances plus
vault cash equal to required reserves at other institutions.

4. Includes reserve balances and required clearing balances at Federal Reserve
Banks in the current week plus vault cash held two weeks eatlicr used to satisfy
reserve requirements at all depository institutions plus currency outside the U.S.
Treasury, Federal Reserve Banks, the vaults of depository institutions, and surplus
vault cash at depository institutions.

5. Reserves of depository institutions series reflect actual rescrve requirement

creentages with no adjustments to eliminate the effect of changes in Regulation
D, including changes associated with the implementation of the Monetary Controi
Act. Includes required reserves of member banks and Edge Act corporations and,
beginning Nov. 13, 1980, other depository institutions. Under the transitional phase-
in program of the Monetary Control Act of 1980, the net changes in required
reserves of depository institutions have been as follows: effective Nov. 13, 1980,
a reduction of $2.8 billion; Feb. 12, 1981, an incrcase of $245 million; Mar. 12,
1981, an increase of $75 million; May 14, 1981, an increase of $245 million; Aug.
13, 1981, an mcrease of $245 million; Sept. 3, 1981, a reduction of $1.3 hillion;
and Nov. 19, 1981, an increasc of $220 million.

Notk. Latest monthly and weekly figures are available from the Board’s H.3(502)
statistical refease. Back data and estimates of the impact on required reserves and
changes in reserve requirements are available from the Banking Section, Division
of Research and Statistics, Board of Governors of the Federal Rescrve System,
Washington, D.C. 20551.



1.23  LOANS AND SECURITIES All Commercial Banks!
Billions of dollars; averages of Wednesday figures

Monetary Aggregates AlS

1981 1982 1981 1982
Category
Dec.? Feb.? Mar.?2 Apr.? May? June? Dec.? Feb.2 Mar.2 Apr.2 May? June?
Seasonally adjusted Not scasonally adjusted
1 Total loans and securities>. . ... 1,316.3 | 1,332.4% [ 1,342.55] 1,352.6 | 1,361.9| 1,368.7%| 1,326.1| 1,328.2%] 1,337.35| 1,351.4| 1,355.9| 1,366.3¢
2 U.S. Treasury sccurities. .., ... .. 1110 115,14 114.45 16.6 116.3 115.8 111.4 115.6% 116.145 118.7 115.8 116 1
3 Other sccurities ....... .. . ... 231.4 232.0° 233.1% 234.0 2349 235.8 232.8 2315 232.65 234.0 235.1 235.6
4 Total loans and leases®. ., . ... . 973.9 985.24 995.0° 1,002.0 1,010.7] 1,617.16 9818 8114 URK.6S 9Y8.7 1,005.0] 1,014.65
5  Commercial and industrial
loans...................... 358.0 365.6 370.0 373.1 378.8 K34 360.1 364.2 369.0 375.2 378.9 3827
6 Rcal estate loans . ... | 285.7 289.84 292,35 293.9 295.5 297.3 286.8 289.6% 201,55 293.0 294.4 295.8
7 Loans to individuals . .. .. . 185.1 185.7 186.4 186.9 187.4 188.36 186.4 I185.1 184.7 185.6 186.2 187 50
8  Security loans................ 21.9 20.8 20.9 209 20.6 19.5 22.7 20.1 20.3 20.9 19.8 20.5
9 Loans to nonbank financial
institutions ....... ..., 30.2 314 327 33 332 33.6 31.2 LS 322 3.0 32.8 331
10 Agricultural loans ... 33.0 3.8 34.3 344 45 34.5 33.0 33 33.6 3.8 343 34.7
11 Lease financing receivables. ., 12.7 131 13.1 13.1 13.1 13.1 127 3.1 13.1 13.1 131 13.1
12 Altotherloans. .......... ... 472 45.0 45.3 46.5 41.5 47.5 49.2 44.1 4.2 44 1 45.5 47.2
Mu:Mo:
13 Total loans und securities plus
losns sold*7 ..., 1,319.0 | 1,335.24] 1,345.35 | 1,355.4 | 1,364.7 | 1,370.70 1,328.9| 1,33L.0%] 1,340.15] 1,354.2| 1,358.7| 1,369.3¢
14 Total loans plus loans sold®7 . 976.7 988, 14 997951 11,0048 1,013.5] 1,020.16 984.7 983.9% 99155 10015 ] LO07.8( 1,017.6%
15 Total loans sold to affiliates? .. .. 2.8 2.8 2.8 2.8 2.8 3.0 2.8 2.8 2.8 2.8 2.8 3.0
16 Commercial and industrial loans
plus loans sold” ... .. | 360.2 367.8 2 375.3 3811 385.7 362.3 366.5 3743 317.5 381.1 385.0
17 Commercial and industrial
loanssold’..... ........ ., 2.2 2.2 2.2 23 2.2 24 2.2 2.2 2.2 2.3 2.2 2.4
18 Acceptances held. ... .. 8.9 8.9 9.6 10.3 10.1 9.1 9.4 9.1 9.2 9.5 9.5 9.2
19 Other commercial and indus
trial Joans ... ... . 349.1 3560.6 360.4 3628 368.8 374.2 350.3 355.2 359.8 365.7 369.4 373.5
20 To U.S. addressces® . . ., 3349 344.1 347.7 350.1 355.2 360.0 334.3 342.6 347.2 352.9 356.7 360.5
21 To non-U.S. addressees. ... 14.2 12.5 12.7 12.7 3.5 14.2 16.1 12.6 12.6 12.8 12.7 13.0
22 Loans to foreign banks, ... ... .. 1‘).()[ 16.6 16.1 15.2 15.0 14.8 20.0 16.2 15.7 14.6 14.4 14.4

1. Includes domestically chartered banks; U.S. branches and agencies of toreign
banks, New York investment companies majority owned by foreign banks, and
Edge Act corporations owned by domestically chartered am{forcign banks.

2. Beginning December 1981, shifts of foreign loans and sceurities trom U.S.
banking offices to international banking facilitics (IBFs) reduced the levels of
several items. Seasonally adjusted data that include adjustments for the amounts
shifted from domestic offices to IBFs are available in the Board’s G.7 (407) sta-
tistical release (available from Publications Scrvices, Board of Governors of the
Federal Reserve System, Washington, D.C. 20551).

3. Excludes loans to commercial banks in the United States.

4. The merger of a commercial bank with a mutual savings bank beginming Feb,
24, 1982, increased total loans and securities $1.0 billion; U.S. Treasury sccurities,
$0.1 billion; other securities, $0.1 hillion; total loans and leases, $0.8 billion; and
real estate loans, $0.7 biltion,

5. The merger of a commercial bank with & mutual suvings bank beginning Mar,
17, 1982, increased total loans and securities $0.6 billion; U.S. Treasury securitics,
$0.1 billion; other securitics $0.1 billion; total loans and leases, $0.4 billion; and
real estate loans, $0.4 billion.

6. Beginmng June 2, 1982 total loans and sccuritics, total loans and leases, and
loans to individuals were increased $0.5 billion due fo acquisition of loans by a
commercial bank from a nonbank mstitution.

7. Loans sold are those sold outright to a bank's own foreign branches, non-
consolidated nonbank affilates of the bank, the bank’s holding company (if not a
bank), and nonconsolidated nonbank subsidiaries of the holding company,

8. United States includes the 50 states and the District of Columbia,

Noir. Data are prorated averages of Wednesday estimates for domestically
chartered banks, based on weekly reports of a sample of domestically chartered
banks and guarterly reports of all domestically chartered banks. For foreign-related
institutions, data arc averages of month-end cstimates based on weekly reports
from large agencies and branches and quarterly reports from all agencies, branches,
nvestnient companies, and Edge Act corporations engaged in banking.
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1.24 MAJOR NONDEPOSIT FUNDS OF COMMERCIAL BANKS!

Monthly averages, billions of dolars

1980 1981 1982
Soutce
Dec. July Aug Sept. Oct. Nov Dec. Fan. teb Mar Apr May
Total nondeposit tunds
1 Seasonally adjusted®. . . .. .. .. ... 121.9 27 123.3 119.8 116.3 116.2 98.7 895 87.8 835 83.3 81.4
2 Not scasonally adjusted. . ... 1225 1240 127.4 125.0 1183 120.8 9.1 879 88,1 84.3 840 R4.7
Federal tunds, RPs, and other borrowings from
nonbanks’
3 Seasonally adjusted . . o 1o 1158 1105 108.2 1091 10.1 114 4 116.2 137 113.5 113.0 3.0
4 Not seasonalty adjusted. ... ... ... 1o 1s.7 140 113.3 101 t14.7 114 8 114.0 114.0 1143 113.7 116.3
S Net balances due to foreign-related institu-
tions, not seasonally adjusted. .. . ... 8.2 62 101 8.9 4.5 34 18.5 -29.6 288 329 325 - 344
6 Loans sold to athiliates, not scasonally
adjusted L0 L 27 2.7 2.6 27 27 2.7 28 29 2.8 2.8 2.8 2.8
MmO
7 Domestically chartered banks net positions
with own foreign branches, not scason-
ally adjusted®. ... ... S 4.7 - 146 10.2] - 123 1541 149 22,4 - 271 201 29.0 29.8 30.3
8 Gross due trom balances. ... 375 45.0 3 44.5 45.5 47.9 54.9 57.1 57.2 59.2 60.0 59.1
9 Gross due to balances ... .. S 228 30.4 322 RN 32.9 325 30.0 301 30.1 30.1 28.8
10 Foreign-related institutions net positions with
direetly related institutions, not season-
ally adjusted® . NN 229 208 20.4 2t.2 199 18.4 3.9 2.5 2.7 -3.8 2.7 40
1t Gross due trom balances. ... .. L. 325 374 380 40.1 3 9.1 481 50.0 50.5 50.0 49.1 49.4
12 Gross due to balances . B 554 582 SK.4 61.3 582 3.4 52.0 47.5 47.8 46.2 46.4 45.4
Security RP borrowings
13 Sewsonally adjusted’. ... 0 oo 64.0 09.2 057 63.0 049 65.0) 70.0 73.0 710 714 719 69.0
14 Not scasonally adjusted. ... 623 08.9 67.6 65.9 047 67.3 08.2 69 2 9.1 70.0 70.4 700
UL.S. Treasury demand balane
£S5 Scasonally adjusted ..o oo oo 9.5 10.9 8.3 93 HL 12.1 1.8 13.5 2.2 17.6 13.6 154
t6  Not scasonally adjusted. ... .. 9.0 10.8 7.5 109 133 9.7 t.3 14.5 20t 15.6 13.8 15 4
Time deposits, $100,000 o1 more?
17 Scasonally adyusted ........ ... 207.1 331 3207 3247 3248 323.4 324.0 3243 327.2 332.0 334.4 3411
I8 Not scasonally adjusted . ... ... 272 4 304.7 34:8 3202 3226 324.6 330.3 33006 335.3 3372 3350 3399

t. Commercial banks are those i the 50 stutes and the Distict of Columbia
with national o1 state charters plus agencies and branches of forcign banks, New
York investment companies majonty owned by toreign banks, and Edge Act cor-
porations owned by domestically chartered and toreign banks

2. Includes seasonatly adjusted federal tunds, RPs; and other botrowings trom
nonbanks and not seasonally adyusted net Eurodollars and loans to atfiliates in-
cludes averages of Wednesday data for domestically chartered banks and averages
of current and previous month-end data tor torcign-related institutions,

3. Other borrowings are borrowmgs on any insttument, such as @ promissory
note or due bill, given tor the purpose of borrowing money for the banking business
This includes borrowings from Federal Reserve Banks and trom foreign banks,
term tederal tunds, overdrawn due trom bank balances, loan RPs, and participa-
tions in pooled loans, Includes averages of daily ligures for member banks and
averages of canrent and previous month-end data tor foraign-related mstitutions,

4 Loans initially booked by the bank and later sold to affiliates that are still
held by atfiliates. Averages of Wednesday data.

§. Averages ot daily figures for member and nonmember banks

6 Averages of daily data

7. Based on daily average data reported by 122 Large banks,

8. Includes U.S, Treasury demand deposits and Tieasury tax-and-loan notes at
commercial banks. Averages o daily data.
9. Averages of Wednesday tigures.

Nort Beginning December 1981, shufts of toreign assets and liabilitics from U S,
banking otfices to international banking tacilitics %IHI'\) reduced levels for several
items as tollows: hmes 1 and 2, $22.4 billion: Imes 3 and 4. $1.7 billion; line S,
$20.7 billion; line 7, $3.1 billion; and line 10, $17.6 billion For Januaty 1982, levels
were reduced as follows Jines | and 2, $29.6 billion, lines 3 and 4, $2.4 billion;
line 5, $27.2 billion; tine 7, $4 7 bilhon; and line 10, $22.4 tillion.

For January 1982, levels were reduced as Tollows: dines 1 and 2, $29.6 billion;
lines 3 and 4, $2.4 tillion; line 5. $27.2 Wlhon; line 7. $4.7 billion; and line 10,
$22.4 billion.

For February 1982 the levels were reduced as tollows: lines 1 and 2, $30.3 billion;
lines 3 and 4, $2.4 billion: line 5, $27.9 Willion; line 7, $4 8 biltion; and line 10,
$23.1 bilhon. For March the levels were 1educed as follows, lines T and 2, $30.8
billion; lines 3 and 4, $2.4 billion; line 5, $28.4 billion; line 7, $4.8 billion and line
11, $23.0 billion. For April the levels were reduced as follows: lines 1 and 2, $31.3
billion; lines 3 and 4, $2.4 billion; hine 5, $28.9 billion; line 7, $4.9 billion; and line
10, $23.9 billion



Commercial Banks Al7

125 ASSETS AND LIABILITIES OF COMMERCIAL BANKING INSTTTUTIONS  Last-Wednesday-of-Month Scrics

Billions of dollars except for number of banks

1981

1982

Account
Sept. Oct. Nov.

Dec. Jan. Feb. Mar. Apr. May June” July

DOMESTICALLY CHARIERED
COMMERCIAL BANKS!

Loans and securities, exctuding

interbank............, 1,242.5 1,239.9 1,249.4

2 Loans, excluding iterbank . 906.2 902.9 912.8
3 Commercial and industria s 308.5 308.5 312.6
4 Other ... .......... R 597 8 594.3 600.2
5 ULS. Treasury sceurttics. . S 109.4 110.0 106.7
6 Other sceurities ... . .. ... 226.9 227.1 2299
7 Cash assets, total . .................... 190.2 149.8 162.8
8  Currency and coin ................. 19.2 19.7 18.3
9 Reserves with Federal Reserve Banks 20.8 25.3 20.1
10 Balances with depository institutions . 68.9 49.3 52.0
LU Cash items in process of collection . . 75.4 555 060.4
12 Other assets? ... 184.5 175.5 194.4
13 Total assets/total linbilities and capital. . . 1,617.2 1,565.2 1,606.7

14 Deposits. ... .. e e 1,224 .4 1.177.1 1,206.0
{5 Demand ... 3780 324.0 339.2
16 Savings. .. 216.7 214.0 2179

17 Time.. ...... 629.7 639.1 648.9
18 Botrowings . ... 176.9 174.5 179.3
19 Other liabilities . .4 89.3 95.2
20 Residual (assets less liabilities) - 124.4 124.3 126.2
Mi-mo:

21 U.S. Treasury note balances included in

borrowing .......... o 15.3 139 5.0
22 Number ot banks............... ... 14,720 14,740 14,743

ALL COMMLRCIAL BANKING
INSTUTIONS!

23 Loans and securities, excluding

interbank ..o oo 0L 1,334.3 1,324 7 1,335.5
24 Loans, excluding iuterbank . 993 § 983.0 994 7
25 Commercial and industrial. .......... 366.3 361.7 365.5
26 Other.................... 027.5 6219 629.2
27 U8, Treasury . .. 111.6 1.9 108.8
28 Other seeurities ...... . . .. . .. 228.9 229.2 232.0
29 Cash asscts, total.. ..., . , L. 234.5 [65.4 179.3
0 Currency and co, . . 19.2 19.7 18.3
31 Reserves with Federal Reserve Banks 28.1 20.6 27.5
32 Balunces with depository institutions . 110.7 62.5 66.0
33 Cash items in process of collection . . 76.5 566 674
34 Other assets? ... . .. AP 251.0 244.0) 267.0
35 Total asscts/totatl linbilities and cupital. . 1,819.8 1,734.0 1,781.7
36 Deposits. ..o £,293.7 1,224.6 1,254.1
37 cmand 412.2 337.1 152 6
B Savings. .. .. . 2169 214.3 218.1
¥ Time. ... 664 7 673.1 683.4

40 Borrowings
41 Other lia
42 Residual (assets less liabilities)

242.7 236.8 2
157 0 146.4 1
126.3 126.3 !

Memi
13 U.S.

reasury note balunces included m
borrowing
44 Number of banks

15.3 13.9 56
15,189 15,209 15.212

1,267.4 1,261.2 1,271.2 1,285.8 1,292.6 1,300.7 1,315.4 1,313.4
926.4 920.1 929. 1 939.9 947.2 954.3 969.1 966.7
3203 321.0 325.6 332.4 336,7 341.9 348.7 340.4
606.0 599.1 603.5 607.5 610.5 612.4 620.4 620.3
109.8 1S 112.3 114.5 113.0 1115 113.4 113.4
231.3 229.4 229.8 231.4 232.4 234 9 232.9 2332

173.1 155.3 1516 164.5 153.6 153.0 165.4 154.5
22.0 19.8 19.7 189 19.9 20.0 20.1 2005
28.0 30.2 24.8 25.7 25.5 217 18.2 25.1
54.5 50.3 51.0 559 52.4 54.9 59.6 55.4
68.6 55.0 56.1 64.0 55.8 56.3 67 4 S3.6

2012 197.0 201.9 219.3 200.6 2049 223.2 224.2

1,651.8 1,613.5 1,624.7 1,669.5 1,652.9 1,663.6 1,704.0 1,692,1

1,240.3 1,205.8 1,213 7 1,250.8 1.231.0 1,244.0 1,284.8 1,260.5
363.9 3223 316.7 3383 315.5 3154 3452 314.5
2224 223.0 222.5 229.9 220.6 227.6 228.9 227.2

654.0 660.5 674.4 682,06 0889 701.0 T10.7 724.8
190.2 191.9 191.0 196.4 2011 1951 189.7 195.4
91.7 89.7 92.5 Y4 4 92.4 919 96.6 991
129.6 126.1 127.5 128.0 128.4 130.6 133.0 [RIN
13.6 16.7 17.1 10.9 16.6 7.1 7.5 8.0

14,744 14,690 14,702 14,709 14,710 I4,7i2 14,736 14,752

1.330.0 1,321.6 1,331.5 1.345.8 1.350.7 1,358.5 1,374 3 1,371.4
984.5 975.8 984.4 995.1 1,000.6 1,007.6 1,623 7 1,020.9
360.8 360.3 364.6 372.4 3747 379.3 386.7 384.4
623.7 615.5 6197 622.7 625.8 628.3 636.9 636.5

1125 114.5 115.5 117.6 1161 114.3 116.2 115.7
233.0 231.4 2316 2331 234.1 236 0 234.4 2348
188 1 170.0 165.8 178.8 168, 1 1677 180.3 169.3
220 198 19.7 18.9 19.9 200 20.2 20.5
293 313 206.1 209 20.8 230 19.6 26.5
67.1 62.7 63.0 08.0 064.06 67.3 2.2 67.8
9.6 560.1 57.1 65.0 56.8 57.3 08.4 54.6
2887 274.2 278.1 29572 280.3 2859 300.1 299.4

1,806.8 1,765.8 1,775.5 1,819.9 1,799.1 1,812,1 1,854.7 1,840.1

1,288.7 £,251.5 1,258.3 1,295.0 1,272.7 1,280.2 1,325.8 1,307.4
371.7 3351 329.4 350.8 327.9 327.9 357.4 326.8
222.6 223.2 2228 230.2 226.9 227.8 2291 227.4
688.3 6931 706.2 714.0 779 730.4 739.3 753.2

250.8 253.5 255.9 260.0 200.8 2553 253.2 260.0

135.6 132.8 131.8 135.0 135.3 138.2 140 8 139.8
131.5 128.1 129.4 129.9 130.3 132.5 134.9 133.0
13.6 16.7 17.1 10,9 16.0 71 7.5 8.0

15,213 15,185 15,201 15,214 15,215 15,235 IS,?.iS 15,271

1. Domestically chartered commercial banks mclude all conunercial banks 1n the
United States except branches of toreign banks; included are member and non-
member banks, stock savings banks, and nondeposit trust companies.

2, Other assets include loans to U.S, commercial banks.

3. Commercial banking institutions include domestically chartered commercial
banks, branches and agencies of foreign banks, Edge Act and Agreement corpo-
rations, and New York State foreign investment corporations.

Noir Figures are partly estimated. ‘They include all bank-premises subsidiarics
aud other signiticant magority-owned domestic subsidiaries. Data for domestieally
chartered commercial banks are for the last Wednesday of the month. Data for
other banking institutions arc tor the last day of the quarter until June 1981;
beginning July 1981, these data are estimates made on the last Wednesday ot thie
month based on a weekly reporting sample of foreign-refated institutions and quarter-
end condition report data.
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1.26 ALL LARGE WEEKLY REPORTING COMMERCIAL BANKS with Domestic Assets of $750 Million or More on

December 31, 1977, Assets and Liabilities, 1982
Millions of dollars, Wednesday figures

Account June 2 June 9 | June 16 | June 23 | June 307 July 77 July 147 | July 217 | July 287
1 Cash items in process of coliection ............... .. 59,329 42,741 49,322 43,051 53,395 52,897 46,416 43,965 42,631
2 Demand deposits due from banks in the United States. . 8,394 6,726 7,322 6,512 7,233 8,499 6,450 6,392 6,654
3 All other cash and due from depository institutions .. 36,155 331,454 32,957 34,027 28,590 34,193 32,606 33,090 35,146
4 Total loans and securdties .. .......................... 623,221 | 620,563 | 621,766 | 614,507 624,817 624,950 622,637 620,262 622,858
Securities
5 US Treasury seeurities .. . ... AP 36,938 38,056 37,245 36,819 36,997 36,885 36,525 36,649 37,659
6 lrading account. ... 7,767 8,260 7,683 7.301 7,800 7,640 7,497 7,517 8,701
7 Investment account, by maturity ... ... ... 29,170 29,790 29,562 29 518 29,197 29,246 29,027 29,132 28,957
8 One year or less. .. .. S e 9,647 10,040 10,120 10,118 9,818 10,208 10,009 9,999 9,743
9 Over one through five years ... o0 L 16,981 17,208 16,977 17,018 16,992 16,651 16,502 16,758 16,902
10 Over fiveyears. ... .......... 2,542 2,542 2,464 2,382 2,387 2,387 2,517 2,375 2,312
11 Other securitices .. . . 80,609 8,104 79,348 78,883 78,135 78,998 78,173 77,906 77,752
12 Trading account . - 4,816 5,290 3,708 3,226 2,847 4,028 3,366 3,466 3,175
13 Investment account . .. .. e 75,792 75,874 75,640 75,658 75,288 74,969 74,807 74,439 74,577
14 U.S. government dg,uncncx ................ 15,798 15,733 15,622 15,554 15,578 15,498 15,401 15,361 15,516
15 States and political subdivisions, hy maturity 57,006 57.037 56,947 57,074 56,512 56,436 56,413 56,053 55,992
16 One year or less. . 8,103 8151 8,098 8,247 7,685 7,750 7,770 7,530 7,274
17 Over one year ... ..... 48,902 48,885 48,8491 48,827 48,827 48,686 48,642 48,522 48,718
18 Other bonds, Lnr])()l’«llt stocks and securitics | 2,988 3,103 3.071 3.029 3,199 3,035 2,993 3,025 3,069
Loans
19 Federal tunds sold! . ... ... o o 35,426 369200 35,6491 3572 36,476 35,754 35,203 34,696 36,056
20 To commercial hdl\k\ ..... L 25.543 21,762 25,369 20,342 25,127 25,410 25,523 24,324 25,636
21 To nonbank brokers and dCdlcrs in securities .. .. . 7.108 7,363 7.445 8,443 8,395 7,295 6,967 7.659 7,727
22 Toothers... ... .0 oo PPN 2,775 2,795 2,836 2,788 2,953 3049 2,713 2,713 2,643

4831151 482364
209,132 1 209,604

23 Other loans, gross . ... S
24 Commercial and industrial

25 Bankers acceptances and commercial panr e 5,320 4,924
26 Allother ... .. ... .. ... . ... Coo] 203812 204,740
21 U.S. addressees ... .. PO 196,929 [ 197,772
28 Non-U.§ addressees.. .. ... .. o L 6,883 6,068
29 Realestate ..., ..., Coee e 129,098 129,196
30 To individuals tor pu\nndl expenditures ... oL 72,207 72179
To financral stitutions
31 Commercial banks in the United Stat 6.980 7,086
32 Banks in foreign countries. . ........ 7,392 6,803
3 Sales tinance, personal finance compani . 11,504 11,249
34 Other tinancia institutions ........... PR 16,204 16,305
35 To nonbank brokers and dealers in securities ... .. 6,455 6,682
36 To others for purchasing and carrying securities?. . 2,601 2,603
37 To finance agricultural production 6,134 6,138
38 Allother .. ........... A R 15,348 14,460)
39 Less' Unearned income 5,859 5,896

7.007 7,045
470,248 | 469,423
11,089 {1,100

40 Loan loss rescrve.
41 Other loans, net. ... .., ..
42 Lease financing receivables |

43 Allother assets. . ... ... U] nzsee | sy
44 Totalassets ............ ............ L e 851,057 | 827,781
Deposits
Demand deposits ..., 179,471 158,284
Mutual savings banks . . 651 501

States and political subdivisions ... .... e 4,521 3.837

U.S. government . ................ .. PP 1,148 t.264
50 Commercial banks in the United State N 23,721 16,667
51 Banks i foreign countries........0 L . 7,508 6,111
52 Foreign governments and offi 826 926
53 Certified and otficers’ checks .. 7,321 6,133
54 Time and savings deposits . . 381,227 | 382,513
55 demgs 80,795 80,709

45
46
47 Individuals, parlnurslnps, and cnrpumnom 133,774 | 122,844
48
49

56 Indivi and nonprofit org.\nlz‘mons ........... 77,363 71,294
57 Partnerships and corporations upcmted for pmﬁt 2,823 2,828
S8 Domestic 50vcrnmcn(‘\l units . ce BN 587 561
59 All other ... ... e e 21 25
60 TINC. ...t 300,432 1 301,804
[ Individuals, partnerships, and wrpnrdtmns 263,021 | 264,591
62 States and pl)lltlt‘ll subdivisions . - 21,546 21,388
63 U.S. government............. A 541 541
64 Commercial banks in the United States ........... 10,686 10,717
65 Foreign governments, official institutions, and

banks ... oo o 4,638 4,565

Liabilitics for borrowed money

66 Burrowmgq from Federal Reserve Banks...... ..... 550 S,088

4,569 1,160

67 ‘Treasury tax-and-loan notes
154,230 | 150,687

68 All other liabilities for borrowed money?

69 Other liabilities and subordinated notes and debentures 74,606 73,710
70 Total liabilities . . ... ... ... .0 oo 794,654 771,441
71 Residual (total assets minus total labilities)*. . ......... 56,403 56,340

482,493 | 480,149 486,328 486,448 485, H7¥ 484,162 484,562
209,504 | 208,580 212,438 212,390 212,116 210,431 210,483

4,909 3,911 4,170 3,?(13 4,323 3,918 4,208
204,655 204,669 208,267 208,583 207,794 206,513 206,275
197,766 1 197,718 201,043 201,410 200,628 199,495 199,213

6,889 6,951 7,225 7.172 7,165 7,018 7,062
129,466 | 129730 129,679 129,762 130,114 130,277 130,083
72,316 72,435 72,679 72,560 72,470 72,592 72,816
6,737 6,625 6 8BS 6,855 6,538 0,602 6,764
7,026 6,925 7,161 7,797 7,572 6,866 7,243
11,637 11,137 11,292 11,342 11,198 11,185 11,076
16,232 16,143 16,382 16,554 16,434 16,486 16,269
6021 5509 6144 5167 6.078 6,496 6902
2,547 2,519 2,556 2,545 2,508 2,519 2,519
6,213 6,235 6,270 60,335 0.368 6,418 6,510
14,734 14,310 14,839 15,135 14,484 14,229 13,896
5916 5911 5,890 5,865 5,918 5,886 5,873
7.053 7,006 7.228 7,270 7,226 7,264 7.298
469,524 | 467,231 473,210 473313 472,736 471,012 471,391
11,098 11,086 11,127 11,149 11,139 11,167 11,170

115200 | 112,307 115,785 117,336 120,040 120103 119,818
837,668 | 821,90 | 840,947 849,023 | 839,208 834,979 | 838,277

168,543 | 155,401 174,551 176, 4()9 165,274 158,707 158,878
528

52 433 620 540 550 501
126,610 117,757 133232 131, Axu 126,831 | 121,449 120,287
4,592 4.379 5,710 4,830 4,130 4,582 4.5%
3,476 2,424 2,350 1,194 1.797 986 1,575
18916 16,848 20,442 23,415 17.638 17,229 17,299
6,817 6,495 6.669 6,900 6.875 6.852 7.078
1,100 848 1,699 1,030 1,206 1.141 1,092
6.506 6,215 7.829 6,807 6.257 S.918 6,450
381,643 | 380.454 385,125 386,338 387.900| 391391 393,402
0,385 | 78880 79,646 81,105 79916 79,463 7R.899
77.017| 75,537 76,160 77,744 76,634 76,226 75.624
2,769 2770 2.778 2,789 2,740 2715 2,748
579 552 683 549 518 499 496

20 20 24 2 24 23 31

301,258 301,574 305,479 305,233 08,073 311,928 314,503
264,764 | 264,902 269,391 269,454 271,258 274,645 276,274

20,746 21,023 20,014 19,922 20,322 20,510 20,807
534 574 576 543 535 451 441
10,677 10,636 10,867 10,643 11,196 11,644 12,138
4,537 4,440 4,630 4,671 4,762 4,078 4,842
838 145 502 60 84 275 1,052
7,029 8,470 4,502 887 2,875 4,274 5,187
149,624 | 143,626 139,217 154,672 150,677 146,292 144,047
73,759 77,362 76,789 74,375 76,102 77,850 79,623

781,436 | 765,458 784,686 792,741 783001 778,790 782,189
56,232| 56,032 56,261 56,282 56,297 56,189 56,088

L. Includes sceutities purchased under agreements to resell.

2. Other than financial institutions and brokers and dealers.

3. Includes federal funds purchased and securities sold under agreements to
repurchase; tor information on these liabilitics at banks with assets of $1 billion or
more on Dec, 31, 1977, see table 1.13

4. Not a measure of equity capital for use in capital adequacy analysis or for
other analytic uscs.

Nott. Beginning in the week ending Dec. 9, 1981, shifts of assets and habilities
to international banking facilities (IBFs) reduced the amounts reported in some
items, especially in loans to forcigners and to a lesser extent in time deposits. Bascd
on preliminary rlporls the large weekly reporting banks shifted $4.7 billion of
assets to their IBEs in the five weeks ending Jan. 13, 1982. Domestic offices net
positions with 1BFs arc now included in net due from or net due to retated insti-
tutions. More detail will be available later.
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1.27 LARGE WEEKLY REPORTING COMMERCIAL BANKS with Domestic Asscts of $1 Billion or More on
December 31, 1977, Assets and Liabilities

Millions of dollars, Wednesday figures, 1982

Account June 2 | Junc 9 | June 16 | June 23 | June 307 | July 77 July 147 | July 21# | July 287
1 Cash items in process of collection ..................... 55,704 40,333 46,157 40,331 50,321 49,685 43,687 41,442 40,195
2 Demand deposits due from banks in the United States. . . . 7.511 6,145 6,623 5,902 6,611 7.684 5,914 5,761 6,062
3 All other cash and due from depository institutions ...... 33,621 31,020 30,425 31,069 26,085 31,897 30,203 30,757 32,552
4 Total loans and securitles . ..................... ..., 583,875 581,187 582,341 575,627 | 585,107 585,401 583,331 581,075 583,658
Securities
5 U.S. Treasury securities .. .........ovoviivieriinnn.. 33,992 35,071 34,191 33,703 33,837 33,727 33,458 33,560 34,639
6 Trading account................ . S 7,649 8,194 7,591 7,208 7,689 7,523 7,407 7,382 8,612
7  Investment account, by maturity . . .. 26,343 26,877 26,600 26,494 26,148 20,204 26,051 26,178 26,028
8 One yearorless.............. . 8,678 8,997 9,038 8,989 8,818 9,182 8,993 9,027 8,783
9 Over one through five years . B 15,394 15,610 15,368 15,39 15,219 14,898 14,805 15,039 15,196
10 Over five years........... . B 2,270 2,270 2,193 2,109 2,112 2,123 2,253 2,111 2,048
11 Other securities .. ... . 74,258 74,781 72,988 72,513 71,809 72,637 71,852 71,585 71,402
12 Trading account. .. 4,719 5,178 3,600 3,127 2,762 3,896 3,274 3,374 3,057
13 Investment account .. ....... 69,539 69,603 69,378 69,386 69,046 68,741 68,578 68,210 68,345
14 U.S. government agencies . ................. 14,584 14,516 14,428 14,342 14,371 14,297 14,187 14,144 14,313
15 States and political subdivision, by maturity . . o 52,155 52,178 52,080 52,216 51,673 51,605 51,594 51,240 51,170
16 Oneyearorless, ............ooovuvonin AN 7,320 7,373 7,309 7,412 6,935 7,007 7,032 6,804 6,559
17 Over one year e 44,835 44,805 44,771 44,804 44,738 44,598 44,561 44,436 44,611
18 Other bonds, corporate stocks and securities ........ 2,800 2,909 2,870 2,828 3,001 2,839 2,797 2,827 2,862
Loans
19 Federat fundssold! ..., ... ....... ... .............. 31,375 27,840 31,638 28,118 32,475 31,822 31,328 31,041 32,302
20 To commercial banks ................... . 22344 18,536 22,162 17,849 21,994 22,156 22,426 21,433 22,666
21 To nonbank brokers and dealers in securit 6,395 6,639 6,773 7,625 7,642 6,715 6,308 6,987 7,022
22 To others . oo 2,636 2,665 2,703 2,644 2,839 2,952 2,594 2,620 2,614
23 Other loans, . . 456,0961 455,411 455,468 453,1791 459,078 459,324 458,808 457,010 457,457
24 Commercial and industrial. ................... L. 198,680 | 199,247| 199,166 198,224 | 201,870 201,894 201,696 199,937 200,008
25 Bankers acceptances and commercial paper .. Lo 5,178 4,775 4,779 3,781 4,038 3,696 4,210 3,778 4,039
26 Allother ................ ..o o S 193,508 | 194,472 194,387 194,443 | 197,831 198,197 197 486 196,159 195,969
27 U.S, addressees . .. S 186,742 | 187,621 187,612 187,610 190,730 191,146 190,447 189,277 189,038
28 Non-U.S. addresse . . 6,766 6,851 6,774 6,833 7,10t 7,051 7.038 6,882 6,931
29 Realestate ........................ 121928 122,030 122,287 122,545 122,469 122,570 122.871 123,046 122,845
30 To individuals for personal expenditures .............. 64,853 64,774 64,888 64,998 65,237 65,175 65,119 65,219 65,420
To financial institutions
31 Commercial banks in the United States ............. 6,836 6,927 6,600 6,468 6,705 6,676 6,359 6,477 6,612
32 Banks in foreign countries........... . 7.316 6,726 6,926 6,844 7,078 7,716 7,491 6,797 7,174
kx) Sales finance, personal finance companics 11,315 11,069 11,452 10,956 11,106 11,148 11,010 10,999 10,895
34 Other financiarinsli(utions ............. 15,864 15,898 15,808 15,729 15,965 16,131 16,009 16,042 15,826
35 To nonbank brokers and dealers in securities 6,398 6,619 5,966 5,460 6,091 5,119 6,035 6,449 6,862
36 To others for purchasing and carrying securitic . 2,378 2377 2,37 2,296 2,344 2,327 2,288 2,302 2,299
37  To finance agricultural production........... .. 5,971 5,974 6,049 6,069 6,102 6,164 6,194 6,244 6,335
38  All other e cos . 14,550 13,768 13,999 13,590 14,116 14,403 13,733 13,497 13,180
39 LEss: Unearned income ................ ... 5,210 5,246 5,263 5,255 5,241 5,216 5,266 5,235 5,223
Loan loss reserve.................... 6,636 6,670 6,680 6,630 6,851 6,892 6,849 0,886 6,919
41 Other loans, net........... RPN L1 444,250 443,496 443,524 441,294 | 446,986 447,218 446,693 444 889 445,315
42 Lease financing receivables................... . 10,745 10,757 10,751 10,756 10,795 10,818 10,808 10,836 10,840
43 Allotherassets................occiiin o0 i 108,975 | 109,381 111,293 108,525 111,847 113,418 116,213 116,326 116,020
44 Total SSENS . .. ... .. .. ... . 800,432 | 778,823| 787,590 772,210 790,766 | 798,903 | 790,156 | 786,198 | 789,328
Deposits
45 Demand deposits . .. ... 166,832 | 147,175| 156,315 144,217 | 166,355 164,103 153,835 147,560 147,928
46  Mutual savings banks ................. . 629 484 507 417 599 715 523 535 485
47  Individuals, partnership: d corporations . . 124,087 [ 113,975| 117,387 109,347 | 123,891 121,967 117,863 112,648 111,737
48  States and political subdivisions ... .. .. .. . 4,001 3,412 3,940 3,727 5,069 4,302 3,604 4,062 4,030
49  U.S government.............c........ . 1,007 1,109 2,976 2,00 2,138 1,019 1,598 870 1,428
50 Commercial banks in the United States . 21,827 15,356 17,456 15,524 18,932 21,736 16,260 15,876 15,962
51  Banks in foreign countries................ 7,442 6,050 6,720 6,426 6,562 6,834 6,811 6,788 7,019
52  Foreign governments and official institutions . 822 920 1,099 833 1,698 1,029 1,200 1,135 1,085
53  Certified and officers’ checks .. 7.017 5,869 6,229 5,851 7.464 6,500 5,976 5,646 6,182
54 Time and savings deposits ... .... .o 357,680 1 3587411 357944 356,798 361,373 362,508 364,035 367,259 369,172
55 Sﬂvings ................................. AN 74,581 74,493 74,180 72,821 73.513 74,849 73,730 73,331 72,197
56 Individuals and nonprofit organizations ............. 71,397 71,330 71,061 69,727 70,305 71,746 70,715 70,353 69,778
57 Partnerships and corporations operated for profit .. ., 2,608 2,608 2,553 2,552 2,563 2,570 2,518 2,502 2,530
58 Domestic governmental units . ............... ..., 554 529 546 522 620 511 473 454 457
59 Allother .................. 21 25 20 20 24 22 24 23 3
60 Time........oovviiiiiiiivaii i 283,099 | 284,248 283,764 283,977 287,861 287,660 290,304 293,928 296,376
61 Individuals, partnerships, and corporations . . . 247,771 249,1031 249,296 249,344 [ 253,738 253,760 255,505 258,744 260,315
62 States and political subdivisions .. 19,833 19,683 19,085 16,349 18,423 18,397 18,732 18,869 19,105
63 U.S. government . .............. 487 483 477 516 514 486 477 393 386
64 Commercial banks in the United 5 .. . 10,370 10,412 10,368 10,327 10,555 10,346 10,828 11,243 11,729
65 Foreign governments, official institutions 4,638 4,565 4,537 4,440 4,630 4,671 4,762 4,678 4,842
Liabilities for borrowed money
66 Borrowings from Federal Reserve Banks 550 5,061 813 105 356 40 50 275 1,027
67 Treasury tax-and-loan notes .............. .. 4272 1,085 6,534 7,878 4,005 804 2,686 3,935 4,780
68  All other liabilities for borrowed muncy] 145,768 | 142,325 141,553 135,387 131,273 146,414 142,763 138,836 136,399
69  Other liabilities and subordinated notes and debentures 72,507 71,679 Mn,772 75,278 74,640 72,245 74,004 75,630 77,440
70 Total Habilities .................. ..., 747,610 | 726,065 | 734,921 719,662 | 738,003 746,114 731,374 733,494 736,746
71 Residual (total assets minus total liabilities)*. ............ 52,822 52,757 52,669 52,547 52,764 52,789 52,782 52,703 52,581
1. Includes securities purchased under agreements to resell, 4. Not 4 measurce of cquity capital tor use in capital adequacy analysis ot for
2. Other than financial institutions and brokers and dealers, other analytic uses.

3. Includes federal funds purchased and sccurities sold under agreement to re-
purchase; for information on these liabilities at banks with assets of $1 billion or
more on Dec. 31, 1977, sce table 1,13
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1.28 LARGE WEEKLY REPORTING COMMERCIAL BANKS IN NEW YORK CITY Assets and Liabilities
Miltions of dollars, Wednesday figures, 1982

Account June 2 June 9 June 16 June 23 | June 30 7 | July 7° July 147 | July 217 | July 287
{ Cash items in process of coflection, . . o 15,493 12,860 13,430 11,962 16,444 13,229 13,452 12,428 12,652
2 Demand deposits due trom banks in the United’
States ... oo s . 1,743 1,362 1,406 1,216 1,370 1,363 1,189 1,088 1,236
3 All other cash and due trom depository institutions . 7.800 6,327 7,543 5,122 4,324 8,200 5,664 4,990 6,269
4 Total loans and securities! ... . .. .. ..., Lo 138,067 135,906 136,397 135,226 138,540 138,102 138,242 135,406 137,986
Securtties
5 U.S. Treasury securitics? ... ... .. RPN U T R P
6 Trading account . P T T B
7 Investment account, hy 1 6,492 6,629 6,032 6,097 6,003 6,055
8 One yearorless...........0... ... 1,089 1,040 909 1,238 1,126 1,123
9 Over one through tive years ... . . 4.543 4,735 4,397 4,132 4.292 4,345
10 Over five ycars 859 854 726 726 644 587
11 Other sceurities? . ..o e o e e e P T S
12 Trading account? .. e R R I e
13 Investment account ., 14,962 15,056 15,015 14,907 14,785 14,6062 14,637 14,370 14,335
14 U.S. government agenci . 2,057 2,042 2,035 2,027 2.006 2,006 2,024 2,053 2,003
15 States and political subdivision, by maturity .. .. 12,057 12,065 12,026 11,934 11,669 11,727 11,724 11,375 11,359
16 Oneyearorless. . ........... ... .. 2,506 2,496 2.449 2,356 2,034 2,084 2,094 1,855 1,654
17 Over one year . 9.551 9,569 9,577 9,578 9,635 9,642 9,630 9,521 9,706
18 Other bonds, corporate stocks and sceurtties, . . . 848 949 954 946 1L 930 888 941 972
Loans
19 Federal fundssold *................ ... ......... 8,222 7.121 7.081 8,006 9,073 8,112 7,976 7,232 9,374
20  To commercial banks .. . 4311 3,338 3.052 3,356 4,360 3,680 4,307 3,361 5,322
21 To nonbank brokers and (Ic.llcrs m sx,cunm . 2,778 2,854 2,994 3,300 3,324 2,915 2,465 2,608 2,795
22 Toothers. ... ..ol 1,136 929 1,035 1,410 1,388 1,498 1,204 1,203 1,257
23 Other loans, gross . .. o 112,158 110,880 111,874 109,836 112,372 112,958 113,536 111,480 111,964
24  Commercial and mdus(rm( ....... 58927 59,212 59,644 58,861 59,868 60,371 6,779 59 468 59,315
25 Bankers acceptances and u)mmuudl paper.. . 1,757 1,545 1,678 1,191 1,457 1,162 1,575 1,163 1,296
26 All other .. .. s 57,170 57.667 57.967 57,670 58,412 59,209 59,204 58,305 58,019
27 U.s. addr 3 55,698 560,187 56,458 56,217 56,893 57,708 57,667 56,818 56,561
28 Non-1].8. . e e 1,472 1,480 1,509 1,453 £SI8 1,501 1,537 1,486 1,459
29 Realestate................ . ... ... R 18,167 18,202 18,260 18,316 18,336 18,344 18,394 18,467 18,432
30 To individuals for personal expenditures .. .. 11,105 11,110 11,143 11,166 11,172 11,222 11,257 11,288 11,298
31 To linancial institutions
Commercial banks in the United States .. . 1,946 1,968 1,684 1,650 2,121 2,259 1,908 1,859 1,952
32 Banks in foreign countrics . . AU 3,306 2,662 2,914 2,801 2,895 3,484 3237 2,562 2,712
kit) Sales finance, ruﬂun.ll tm‘m“ u)mpdm 5,058 4,903 5,186 4,829 4,924 5,040 4,957 4,900 4,860
34 Oth«.r fm(muu institutions, . . 4,823 4,879 4,745 4,662 4,704 4,788 4,788 4,751 4,704
35 To nonbank brokers and dullus in \CLurIl 3,683 3,382 3,291 3,054 3,644 2,610 3,582 3,638 3,904
36 To others for purchasing and carrying sccuti . 653 050 045 622 619 o017 568 584 590
37 To finance agricultural production . ... .. o 391 377 361 354 337 338 320 327 436
38 Allother..... ... o 4,007 3,535 4,001 3,522 3,750 3885 3,748 3,636 3,760
39 Less: Unearned 1,496 1,500 1,514 1,504 1,501 1,488 1,523 1,517 1,512
40 Loan loss rcwrvc 2.271 2,281 2,289 2,250 2,221 2,239 2,217 2.221 2,230
4] Other loans, net 108,391 107,099 108,070 106,082 108,649 109,231 109,796 107,742 108,222
42 Lease financing receivables ... . . . .. ... . 2,258 2,262 2.265 2,267 2,269 2,267 2,260 . 2,254
43 All other assets® ..., e . 45,955 44,100 43,966 42,404 44,348 46,704 48,362 48,059 47,875
44 Total nssets. ... | Lo - 211,317 202,817 205,013 198,196 207,295 209,885 209,176 204,234 208,273
Deposits
45 Demand dcpmns e e e . 47,204 40,895 43,330 40,029 49,228 46, 274 43,522 41,072 41,650
46 Mutual savings banks . 303 228 251 196 293 207 308 237
47  Individuals, partncrships, and corpnmll()ns ....... 31,592 28,479 28,896 26,556 32,610 30, 177 29,458 27,782 27,620
48  States and puIdel subdivisions .......... . 471 488 532 584 756 625 464 552 426
49 U.S. government o 159 296 1,045 586 S41 239 426 216 355
50 Commercial banks in the Umtcd Sldlu e 4,985 3,408 3.821 3,745 5,032 5,779 3,881 3,468 3,702
51 Banks in foreign countries P 5,721 4,569 5,186 4,953 4,938 5,370 5,297 5,308 5,526
52 Forcign governments and official institution: 590 698 887 628 1,498 786 944 8RS 809
53 Certified and officers’ checks............. 3,380 2,729 2,711 2,780 3.561 2,905 2,786 2,552 2,975
54 Time and savings deposi 67,939 68,151 68,438 67,502 70,010 69,995 69,652 70,270 71,825
55 Sa \vmgs . 9,694 9,670 9,714 9,581 9,682 9,766 9,616 9,546 9,477
56 Indwnduals dlld nnnpmm ()rgdnlmtmnx ........ 9,337 9,328 9,354 9,241 9,303 9,426 9,291 9,231 9,156
57 Partnerships and corporations operated for
profit.. ... o 234 235 230 228 234 233 230 226 227
58 Domestic governmental units . 121 105 129 110 143 106 94 87 88
59 Altother .o oLl 2 2 2 2 2 2 2 2 2
60 TIME. ..o 58,245 58,481 58,723 57,921 60,328 60,229 60,036 60,724 62,352
61 Individuals, partneiships, and corporations ... .. 49.302 49,798 50,117 49,493 52,070 51,885 51,384 52,003 52,876
62 States and political subdivisions .......... . 2,433 2,355 2,277 2,286 1,935 1,984 2,017 2, 033 2,192
63 U.S. government ... .. .. e Lo 123 115 114 119 127 98 82 74
64 Commercial banks in the United States ...... .. 4,119 4,022 4,044 3,955 3,97t 4,009 4,247 4, 471 4,968
65 Foreign governments, official msmulmns and
Banks ..o e 2,268 2,192 2,171 2,068 2,225 2,253 2,306 2,130 2,242
Liabilities for borrowed money
66  Borrowings from Federa) Reserve Banks ......... [ ... ..., 2,415 170 b 275 400
67  Treasury tax-and-loan notes o 1,266 289 2,370 2,358 1,171 180 925 1,295 1,538
68  All other liabilitics for borrowed money® ........ 48.115 45,167 45,074 40,492 39,433 47,728 48,749 44,738 45,534
69 Other liabilities and subordinated notes and
debentures. ... o 29,120 28,131 28,098 30,219 29,722 28,063 28.573 28,849 29,779
70 Total labllities. . ....................... ... ..., 193,642 185,048 187,601 180,328 189,565 192,240 191,422 156,500 190,726
71 Residual (total assets minus total liabilities)” ....... 17,674 17,768 17,685 17,596 17,730 17,645 17,754 17,734 17,546
1. Excludes trading account securities. 5. Includes trading account sccurities.
2. Not available duc to confidentiality. 6. Includes federal funds purchased and securities sold under agreements to
3. Includes securities purchascd under agrecments to resell. repurchase.
4. Other than financial institutions and brokers and dealers. 7. Not a measure of cquity capital for use in capital adequacy analysis or for

other analytic uses.
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1.29 LARGE WEEKLY REPORTING COMMERCIAL BANKS Balance Sheet Memoranda
Millions of dollars, Wednesday figures, 1982

Account June 2 June Y June 16 June 23 | June 307 July 7# July 147 | July 217 Tuly 287

BANKS WITH Asst 18 0F $750 MILLION or MORE

1 Total loans }gross; and sceurities adjusted! 603,564 604,637 602,630 600,457 605,923 605,520 003,717 602,420 603,629

2 Total loans (gross) adjusted’ ......0. . . ... 486,018 485,437 486.036 484,754 490,791 489,937 489,019 487,871 488,214
3 Demand deposits adjusted?, ... . L. 95,273 97.612 96,830 93,078 102,364 98,903 99,423 96,527 971,372
4 Time dcposits in accounts of $100,000 or more .. . 190,598 191,561 191,545 190,643 193,846 193,160 195,393 198,757 200,982
5 Negotiable CDs......... ... ... e 135,919 136,613 135,814 135,451 138,754 138,202 140,105 142,789 144,864
6 Other time deposits . ....... ... ..., e 54.678 54948 54,730 55,192 55,002 54 958 55,288 55,908 56,118

7 Loans sold outright to atfiliates® 2,805 2,850 2,924 3,060 3,087 2,853 2,855 2812 2.817

8  Commercial and mndustrial . . 2,266 2,302 2,400 2,395 2,326 2,315 2,304 2,256 2,204

9  Other 539 548 525 665 731 537 552 556 553
BANKS WITH ASSEILS OF $1 BILIION OR MORI

10 Total loans (gross) and securitics adjusted!. . . ... .. 566,541 567,640 565,523 563,195 568,501 568,678 566,660 565,287 566,523

11 ‘Tota) Yoans (gross) adjusted* . 458,291 457,788 458,344 456,980 462,855 462,315 461,351 460,141 460,482

12 Demand deposits adjusted? L1000 88,293 90,378 %9.726 86,270 94,964 91,662 92,290 89,371 90,344

13 Time deposits in accounts of $100,000 or more . ... 181,969 182,753 181,853 181.878 185,094 184,516 186,609 189,782 191,909
14 Negotiable CDs.......... ... ........... P 130,745 131,294 130,568 130,166 133.435 132,909 134,709 137,204 139,243
15 Other time deposits ........... . ... ... 51,223 51,460 51,285 §1,712 S1.660 51,607 51,900 52,518 52,666
16 Louns sold outright to atfiliates® ......... e e 2,716 2,157 2,828 2,852 2971 2,763 2,768 2,720 2,724
17 Commercial and industrial . ... .. ) R 2.193 2,226 2.321 2,321 2.262 2,248 2.240 2,192 2.192
I8 Other......ooooon oo o L e e 523 532 S08 530 709 515 528 534 532
BANKS IN NEw York Criy
19 Total loans (gross) and securitics adjusted™ ... 135,577 134,382 135,465 133,975 135,780 135,891 135.770 133,924 134,454
20 Total loans (gross udjuslcd‘ ................... 114,123 112,696 {14,219 112,896 114,962 115,132 115,300 113,491 114,064
21 Demand deposits adjusted?. .. ... . L. . 26,565 24,331 25,028 23,736 27.211 27,028 25704 24,959 24,941
22 Time dcpnsits in accounts of $100,000 or mmc ... .. 44 313 44,545 44,671 43,935 40,209 45,907 45,685 46,337 47914
23 Negottable CDs. ... ... oo 33,359 33.495 33,765 33,127 35396 35,039 34 846 35,329 36,922
24 Other time deposits . .......... ... L . 10,954 11.050 10,906 10,809 1,813 10,868 10,839 11,008 11,993
1. Exclusive of loans and federal funds transactions with domestic commercial 3. Loans sold are those sold outright to a bank’s own toreign branches, non-
banks, consalidated nonbank attiliates of the bank, the bank’s holding company (it not a
2. All demand deposits except U.S. government and domestic banks less cash bank), and nonconsolidated nonbank subsidiarics of the holding company

items in process of collection. 4. Tixcludes trading account secunties
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1.291 LARGE WEEKLY REPORTING BRANCHES AND AGENCIES OF FOREIGN BANKS Assets and Liabilities

Millions of dollars, Wednesday figures, 1982

Account June 2 June 9 Junc 16 June 23 June 30¢ July 77 July 147 July 217 July 28»
1 Cash and due from depository institutions 6,423 5,775 5911 5,951 6,400 6,243 5973 6,260 6,231
2 Total loans and securities ............... 45,174 46,079 44 830 45,873 46,916 45,538 45,489 45,732 45,352
3 U.S. Treasury securities. . .. 22577 2,2737 2,180" 2,1267 2,324 2,025 1,924 1,935 1,911
4 Other securities .. .. ... .. 8477 852" 771" 773" 778 780 796 793 835
S Federal fundssold! ... .................. 3,986 4,346 3,337 4,816 4,962 4,066 3,486 3,756 2,718
6 To commercial banks in United States. . 3,737 3,970 2,982 4,592 4,627 3.832 3,242 3,510 2,554
7 Toothers...........coooiviiiiiiiin 248 377 356 224 335 234 244 245 161
8 Other loans, gross .. 38,084 38,608 38,542 38,158 38,851 38,666 39,284 39,248 39,801
9 Commercial and industr .. 18,870 18,904 19,031 18,754 18,890 18,729 18,851 18,605 18,839
10 Bankers acceptances and commercial
PAPET ... 3,168 3,393 3,371 3,355 3,362 3,236 3,222 3,056 3,034
11 Allother......... 15,702 15,511 15,660 15,399 15,528 15,494 15,629 15,549 15,805
12 U.S. addressees. . ... 13,564 13,413 13,478 13,223 13,363 13,367 13,597 13,517 13,786
13 Non-U.S. addressees .. 2,137 2,098 2,183 2,176 2,164 2,127 2,032 2,033 2,018
14 To financial institutions .. ............. 14,607 14,890 14,824 15,055 15,202 15,267 15,650 15,756 15,974
15 Commercial banks in United States .. 11,605 11,888 11,840 11,983 11,889 12,096 12,553 12,679 12,946
16 Banks in foreign countries........... 2,448 2,445 2,396 2,409 2,582 2,511 2,434 2,455 2,390
17 Nonbank financial institutions ....... 554 557 588 663 731 660 664 623 637
18  For purchasing and carrying sccurities . . 452 767 575 304 389 273 430 562 738
19 Allother............... ... 4,155 4,046 4,113 4,045 4,371 4,398 4,353 4,324 4.340
20 Other assets (claims on nonrelated
PArties). . ... 12,403 12,5837 12,663 12,495 12,578 12,630 13,096 12,924 12,946
21 Net due from related institutions. . .. 11,974 12.277 11,836 11,520 12,591 10,631 11,066 10,976 11,767
22 Total assets. ... .o.oivniiviiieinnnns 75.973 76,714 75.240 75,839 78.485 75,042 75.624 75,893 76,296
23 Deposits or credit balances? ............. 21,990 21,647 20,459 20,871 21,887 21,074 21,459 20,965 20,885
24 redit balances ......... 268 259 214 166 262 198 226 275 237
25 Demand deposits 2,156 1.865 1,912 1,968 2.319 2,018 2,074 1,903 2,022
26 Individuals, partnerships, and
corporations 826 741 846 726 955 770 738 721 753
27 Other.............. 1,330 1,124 1,065 1,242 1,364 1,248 1,335 1,181 1,270
28  Total time and savings 19,567 19,523 18,333 18,707 19,306 18,858 19,160 18,787 18,626
29 Individuals, partnerships, and
corporations . .. ............... 16,019 16,187 14.876" 15,413 15,941 15.600 15,710 15,786 15,532
30 Other........ 3,548 3,336 3.457" 3,294 3,364 3,258 3,449 3,001 3,094
31 Borrowings® .............. .. 30,615 31,201 31,306 29,900 32,203 30,332 30,627 32,089 33,213
32 Federal funds purchased4 ............. 7.839 ,497 A 6,005 7.810 6,309 6,297 7,788 8,358
33 From commercial banks in United
SEAtES . .ot 6,626 6,337 6,569 4,931 6,852 5,429 5,601 6,906 7,435
34 Fromothers ....................... 1,213 1,159 1,175 1,074 957 880 696 882 923
35  Other liabilities for borrowed money . .. 22,776 23,704 23,562 23,894 24,393 24,022 24,330 24,301 24,855
36 To commercial banks in United States 20,500 21,349 21,157 21,535 22,040 21,709 21,965 21,888 22,406
37 Toothers..........ooovvn.nnn .. 2,276 2,355 2,405 2,360 2,353 2,314 2,366 2,413 2,449
38 Other liabilities to nonrelated parties . 12,922 13,1437 13,004 13,003 12,556 12,693 12,921 13,030 13,034
39 Net due to related institutions ....... . 10,446 10,722 10,471 12,065 11,840 10,944 10,617 9,809 9,164
40 Total liabilities......................... 75,973 76,7147 75,240 75,839 78,485 75.042 75.624 75,893 76,296
MEemo
41 Total loans Sgross) and securities
adjusted” .. ...l 29,832 30,221 30,009 29,297 30,400 29,610 29,694 29,543 29,852
42 Total loans (gross) adjusted®. ............ 26,727 27,096 27,058 26,399 27,298 26,804 26,975 26,814 27,106

1. Includes securities purchased under agreements to resell,
2. Balances due to other than directly related institutions.

3. Borrowings from other than directly related institutions.
4. Includes securities sold under agreements to repurchase.
5. Excludes loans and federal funds transactions wit

States

commercial banks in United

Note, Beginning in the week ending Dec. 9, 1981, shifts of assets and liabilities
to international banking facilities (IBFs) reduced the amounts reported in some
items, especially in loans to foreigners and to a lesser extent in time deposits. Based
on preliminary reports, the large weekly reporting branches and agencies shifted
$22.2 billion of assets to their IBFs in the six weeks ending Jan. 13, 1982. Domestic
offices net positions with [BFs are now included in net due from or net due to
related institutions. More detail will be available later.
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1.30 LARGE WEEKLY REPORTING COMMERCIAL BANKS Domestic Classified Commercial and Industrial Loans
Millions of dollars

Outstanding Net change during
Industry classification 1982 1982
——
Mar. 31 Apr 28 May 26 June 30 July 287 o1 Q2 May June Julys
1 Durable goods manufacturing, ............. 28,638 29,086 28,842 29,104 28,537 1,720 465 --244 262 -567
2 Nondurable goods manufacturing . 23,162 23,577 23,998 25,322 24,746 1,364 2,160 420 1,324 - 576
3 Food, liquor, and tobacco . .............. 4,550 4,816 4,784 4,817 4,688 346 267 -3l 32 - 129
4 Textiles, apparel, and leather............ 4,535 4,654 4,722 4,864 5070 353 32¢ 68 142 206
S Petroleum refining........... . 4,449 4,409 4,677 5,087 4,792 ~418 638 269 410 -295
6 Chemicals and rabber. . .. .. 5,138 5,187 5232 5,566 5,164 795 428 45 334 -405
7  Other nondurable goods .. .............. 4,490 4,512 4,581 4,988 5,035 287 498 70 406 47
8 Mining (including crude petro-
leum and natural gas). . ............... 25,851 26,792 28,2467 28,257 27,857 1,486 2,406 1,4547 11 - 3499
9Trade ...............cocien v o e o 28,868 28,642 28704 29,166 28,666 794 298 62 462 500
10 Commodity dealers o .. 2,322 1,858 1.873 1,861 1,648 30 —460 14 -12 -213
11 Other wholesale. . . .. 13,573 13,558 13.489 13,775 13,686 606 202 - 69 286 89
12 Retail......ooooooiiiiii i, 12,972 13,225 13.342 13,529 13,331 158 556 116 187 - 198
13 Transportation, communication,
and other public utilities .............. 23,642 23,686 23,703 25,030 24,972 462 1,387 18 1,326 —58
14  Transportation ........ .. 9,154 9,101 9.070 9,228 8,932 540 74 -3 158 - 296
15  Communication . .. 4,242 4,471 4,559 4,779 4,794 287 538 88 220 15
16 Other public utilities.................... 10,247 10,114 10,074 11,022 11,245 —-365 775 - 40 949 222
17 Construction . ............ .. . 7,252 7.413 7.690 7,765 7,940 14 513 277 75 175
18 Services ..... .. 27,142 27,359 27,956 28,781 28,842 554 1,638 597 825 o1
19 Allother! .. .. ... 0o 17,268 16,942 17,133 17,307 17,478 195 38 191 174 172
20 Total domesticloans ...................... 181,825 183,496 |  186,271" 190,730 189,038 6,589 8,905 2,7747 4,459 | —1,692
21 MEemo: Term loans ﬁmiginal maturity more
than 1 year) included in domestic loans . 87,203 88,277 89.282 89,849 87,588 1,917 2,646 1,004 568 —2,261
1. Includes commercial and industrial loans at a few banks with assets of $1 No11:, New series. The 134 large weekly reporting commiercial banks with do-
billion or more that do not classify their loans. mestic asscts of $1 billion or more as of Dec. 31, 1977, are included in this series.

The scrics is on a last-Wednesday-of-the-month basis. Partly estimated historical
data are available from the Banking Scction, Division of Rescarch and Statistics,
Board of Governors of the Federal Reserve System, Washington, ID.C. 20551,
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1.31 GROSS DEMAND DEPOSITS of Individuals, Partnerships, and Corporations!
Billions of dollars, estimated daily-average balances
Commercial banks
Type of holder 1930 1981 1982
1978 1979
Dec. Dec.
Dec. Mar.3 June? Sept. Dec Mar June
1 Al holders—Individuals, partnerships, and
corporations ........... ... .. .o oo 294.6 302.2 315.5 280.8 271.5 288.9 268.9 271.5
2 Financial business 27.8 27.1 298 30.8 28.2 28.0 27.8 28.6
3 Nonfinancial busin 152.7 157.7 162.3 1443 148.6 154.8 138.7 141.4
4 Consumer ..... Y7.4 99.2 102.4 86.7 na. 82.1 86.6 84.6 83.7
S Foreign. .. s e A 2.7 3.t 3.3 3.4 3.1 2.9 3.1 2.9
6 Other . ... s e 14.1 15.1 17.2 15.6 15.5 16.7 14.6 15.0
Weekly reporting banks
1980 1981 1982
1978 19795
Dee. Dec
Dec Mar} June! Sept. Dec. Mar. June
7 All holders—Individuals, partnerships, and
COPPOrations . ......... ..., .. 147.0 139.3 147.4 133.2 131.3 137.5 126.8 127.9
8 Financial business . ............... oo o 19.8 201 21.8 21.9 20.7 21.0 20.2 20.2
9 Nonfinancial business .. 79.0 741 78.3 69.8 71.2 75.2 67.1 67.7
1) Consumer .......... 38.2 343 35.6 30.6 n.a. 28.7 30.4 29.2 29.7
11 Foreign. ... A . 2.5 3.0 31 3.2 2.9 2.8 2.9 2.8
12 0ther ... e 7.5 7.8 8.6 7.7 7.9 8.0 7.3 7.5

1. Figures include cash items in process of collection. Estimates of gross deposits
are based on reports supplied by a sample of commercial banks Ty(pcs of depositors
in each category are described in the Junc 1971 Bui LEliN, p. 460.

2. Beginning with the March 1979 survey, the demand deposit ownership survey
sample was reduced to 232 banks from 349 banks, and the estimation procedure
was modified slightly. To aid in comparing estimates based on the old and new
reporting sample, the following cstimates in billions of dollars for December 1978
have been constructed using the new smaller sample; fimancial business, 27.0,
nonfinancial business, 146.9; consumer, 98.3; foreign, 2.8; and other, 15.1.

3. Demand deposit ownership data for March 1981 are subject to greater than
normal errors reflecting unusual reporting difficultics associated with funds shifted
to negotiable order of withdrawal (NOW) accounts authornized at year-end 1980,
For the houschold category, the $15.7 billion decline in demand deposits at all
commercial banks between December 1980 and March 1981 has an cstimated
standard crror of $4.8 billion.

4. Demand deposit ownership survey estimates for June 1981 are not yet avaitable
due to unresolved reporting errors.

5. After the end of 1978 the large weekly reporting bank panel was changed to
170 large commercial banks, each of which had total asscts in domestic offices
exceeding $750 million as of Dece. 31, 1977. See *“‘Announcements,” p. 408 in the
May 1978 Buri v, Beginning in March 1979, demand deposit ownership esti-
mates for these large banks are constructed quarterly on the basis of 97 sample
banks and are not comparable with earlier data. The following estimates in billions
ot dollars for December 1978 have been constructed for the new large-bank panel;
finhzmcinl businesy, 18.2; nonfinancial business, 67.2; consumer, 32.8; foreign, 2.5;
other, 6.8,
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1.32 COMMERCIAL PAPER AND BANKERS DOLIL. AR ACCEPTANCES OUTSTANDING
Millions of dollars, end of period
1982
Instrument 1977 1978 19791 1980 1981
e Yee. e, . Dec
bee. Dec Dec Dee b Jan. Feb. Mar. Apr. May June
Commerctal paper (scasonally adjusted)
T Alldssuers .. ...l L 65,051 83,438 112,803 124,524 165,508 165,305 164,954 | 166,572 171,709 176,048 178,683
Financial LompamcsZ
Dealer-placed paper’
2 Total.....o..ooooo L 8,796 12,181 17,359 19,790 30,188 29,303 30,057 31,574 32,848 34,683 36,6806
3 Bank-related (not
adjusted) ... ... 2,132 3,521 2,784 3,564 6,045 6,200 6,538 7,034 7.887 7,974 7,173
Directly placed paper®
4 Total............. ... 40,574 51,647 64,757 67,854 81,660 81,566 79370 | 74,168 41,428 82,228 84,614
Bank-related (not seasonally
adjusted) .. ... 7,102 12,314 17,598 22,382 20,914 28,801 27,435 | 27420 29,276 30,414 30,608
6 Nonfinancial companies® ........ ... .. 15,681 19,610 30,687 36,880 53,660 55,436 55,527 56,830 57,433 59,137 57,383
Bankers dollar acceptances (not seasonally adjusted unless noted otherwise)
TTotal..........oooviiii 25,450 33,700 45,321 54,744 69,226 70,088 70,468 [ 71,619 71,128 73,756
Holder (
8 Acccp!mg banks .. ........... 10,434 8,579 9,865 10,564 10.857 10,227 11,953 12,964 12,675 13,260
9  Ownbills, ... .. 8,915 7,653 8,327 8,963 9,743 9,095 10,928 11,139 11,400 12,035
10 Billsbought ....... .. ............ 1,519 927 1,538 1,601 1,1s 1,132 1,025 1,825 1,266 1,225
Federal Reserve Banks
11 Ownaccount ...................... 954 { 704 776 0 0 0 0 i} 1] n.a.
12 Foreign correspondents .. 362 664 1,382 1,791 1,442 1,427 1,530 1,379 1,329 1,234
130thers ... ..o 13,700 24,456 33,370 41,614 56,926 58,434 56,985 57,276 57.124 59,262
Basis
14 Imports into United States . ........... 6,378 8,574 10,270 11,776 14,765 14,727 15,430 14,877 15,303 15,503
15 Exports from United States o 5,863 7,586 9,640 12,712 15,400 15,599 16,119 16,835 16,887 17,795
16 Ailother .......... ... L 13,209 17.540 25,411 30,257 39,061 39,762 38,919 1 39,907 38,937 40,458

1. A change in rcpnrun% instructions results i offsetting shifts m the dealer-
placed and dlrectly placed financial company paper in October 1979,

2, Institutions engaged primarily in activitics such as, but not limited to, con-
mercial, savings, and mortgage banking; sales, personal, and mortgage fm.lnung
factonng finance leasing, ‘u\g other business lending; insurance underwriting; and
other investment activities.

3. Includes all tinancial company paper sold by dealers in the open market,

4. As reported by tinancial companies that place their paper directly with inves-
tors.

5. Includes public utilitics and firms enge ged primarily in such activities as com-
mumeations, construction, manufacturing, minmg, wholesale and retail trade,
transportation, and services.
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1.33 PRIME RATE CHARGED BY BANKS on Short-Term Business Loans

Percent per annum

Effective date Rate Effective Date Rate Month Average Month Average
rate rate
1981—Sept. 15.......... 20.00 1981—Dec. 1. 15.75 18.05 1981—Dec............... 15.75
22... . 19.50 17.15
QOct. 19.00 1982—Feb. 2. ......... 16.50 19.61 1982—Jan. ... 15.75
18.00 18, 17.00 20.03 Feb. . .. 16.56
Nov. 17.50 16.50 20.39 16.50
17.00 July 20 16.00 20.50 16.50
16,50~ e 15.50 20.08 16.50
17.00 1981—Jan, .. ... 20.16 18.45 16.50
16.50 Feb 19.43 16.84 16.26
16.00
1.34 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, May 3-8, 1982
Size of loan (in thousands of dollars)
All
Item sizes
1,000
124 25-49 5099 100-499 500-999 and over
SHORT-TERM COMMERCIAL AND
INDUSTRIAL LOANS
1 Amount of loans (thousands of dolflars) ............. 36,600,259 885,940 501,046 707,807 2,349 121 1,198,641 30,957,703
2 Numberof loans ..................... 161,197 115,667 14,935 11,137 13,022 1,848 4,588
3 Weighted-average maturity (months) ............... 1.2 3.4 3.8 3.4 3.6 2.4 9
4 Weighted-average interest rate (percent per annum). . 17.11 18.51 18.56 18.06 17.77 17.98 16.94
S Interquartile range!........ .. ... . 16.58-17.51 17.42-19.51 17.55-19.25 [ 17.62-18.50 | 17.00-18.67 [ 17.00-1897 | 16.57-17.30
Percentage of amount of loans
6 With floating rate ................. e 29.8 39.2 44.8 52.3 50.8 26.3
7 Made under commitment . . 51,7 36.2 40.3 49.3 63.7 51.2 51.5
8 With no stated maturity . ................. ... 14 4 12.8 24.9 19.9 24.0 13.4
LONG-TERM COMMERCIAL AND
INDUSTRIAL LOANS
9 Amount of loans (thousands of dollars) ............. 3,705,382 253,640 410,817 164,045 2,876,880
10 Number of loans ..................0.. 20,575 18,222 1,547 244 562
Il Weighted-average maturity (months) ......... ..... 49.8 29.9 50.1 43.3 51.8
12 Weighted-average interest rate (percent per annum). . 16.96 18.80 17.59 729 16.69
13 Interquartile range'............... .. L 16.50-17.51 17.79-19.56 17.50-17.81 | 16.50-18.00 j 16.00-17.32
Percentage of amount of loans
14 With floating rate ............. ... ..o 7.7 8.6 459 83.5 77.7
15 Made under commitment.. .................... 72.1 28.9 36.2 82.8 80.4
CONSTRUCTION AND
LAND DEVELOPMENT LOANS -— -
16 Amount of loans (thousands of dollars) 1,921,308 182,396 228,405 166,690 427,520 916,297
17 Numberof loans ................... 31,454 18,88 6,446 2,273 3,050 805
18 Weighted-average maturity (months) ... .. A 72 12.3 8.3 14.1 10.6
19 Weighted-average interest rate (percent pe 17.80 19.13 18.81 17.97 18.45 16.96
20 Interquartile range!...... ... ..o 16.07-19.10 | 18.54-20.15 17.00-19.82 | 16.72-19.25| 18.13-19.59 16.07-17.88
Percentage of amount of loans
21 With floatingrate .. ............... .. 28.8 37.7 225 471 20.7 29.0
22 Secured by real estate. . .. 85.0 74.1 82.1 80.6 97.9 82.8
23 Made under commitment. AN 2.9 55.5 65.6 19.3 18.4 29.6
24 With no stated maturity . .......... ..o 9 19 i1 2.7 1.4 .0
Type of construction
25 1- to 4-family ....... 30,0 40.0 54.0 40.8 26.0 21.9
26 Multifamily . .. 4.8 3.2 L1 4.9 2.7 7.1
27 Nonresidential 65.2 56.8 44.9 54.3 7.3 7.0
All 250
sizes -9 10-24 2549 50-99 100249 and over
LOANS TO FARMERS
28 Amount of loans (thousands of dollars) ............. 1,224,054 172,901 214,006 167,333 190,019 193,183 286,611
29 Numberofloans ..................... 70,983 46,365 15,091 4,919 2,781 1,363 465
30 Weighted-average maturity (months) 7.6 6.6 6.4 7.6 53 9.3 9.4
31 Weighted-average interest rate (percent per annum). . 17.76 17.63 17.59 17.59 18.01 17.76 17.91
32 Inmterquartile range!...... ... ... ol 17.18-18.39 17.00-18.39 17.18-18.27 17.06-18.13 17.25-18.68 | 17.17-18.27 17.25-18.77
By purpose of loan
33 Feeder livestock . 17.81 17.89 17.73 17.69 18.56 17.84 17.56
34 Other livestock,.................. 17.51 17.75 17.57 17.34 17.42 17.97 *
35 Other current operating expenses . . 17.66 17.46 17.61 17.57 17.83 17.65 17.59
36 Farm machinery and equipment. . .. 18.19 18.14 17.31 17.30 * * *
37 0ther ... 17.85 18.21 17.70 17.68 17.76 17.85 17.98

of loans made.
2. Fewer than 10 sample loans.

1. Interest rate range that covers the middle 50 percent of the total doltar amount

NoTE. For more detail, see the Board’s E.2 (111) statistical release.
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1.35 INTEREST RATES Money and Capital Markets
Averages, percent per annum; weekly and monthly figures are averages of business day data unless otherwise noted.
1982 1982, week ending
Instrument 1979 1980 1981
Apr. May June July July 2 July 9 July 16 | July 23 | July 30
MONEY MARKET RATES
1 Federal funds'2...................... 11.19 13.36 16.38 14.94 14.45 14,15 12.59 14.81 14.47 13.18 12.14 11.02
Commercial paper4
2 l-month 10.86 12,76 15.69 14.38 13.79 13.95 12.62 14.68 14.22 13.26 11.39 11.13
3 3-month 10.97 12.66 15.32 14.06 13.42 13.96 12.94 14.71 14.29 13.46 1191 11.69
4 6-month 10.91 12.29 14.76 13.64 13,02 13.79 13.00 14.46 14.04 13.28 12.11 12.24
Finance paper, directly placed*
S lmonth........................... 10.78 12.44 15.30 14.17 13.49 13.79 12.42 14,46 13.96 13.05 11.t6 10,93
6 3-month... Loo10.47 11.49 14.08 13.21 12.75 13.09 12.24 13.52 13.49 12.57 11.44 11.21
7 6month................... ... 10.25 11.28 13.73 13.09 12.61 12.69 12.15 13.26 13.12 12.31 11.54 11.39
8 11.04 12.78 15.32 13.95 13.29 14.00 12.90 14.68 14.10 13.45 11.99 11.66
9 n.a. n.a. 14.66 13.49 12.90 13.76 12.91 14.37 13.78 13.09 12.16 12.27
Certificates of deposit, secondary market®
10 tmonth.. ............c.o0ieiu, 11,03 12.91 15.91 14.44 13.95 14.18 12.88 14.86 14.44 13.54 LL.80 11.25
11 3-month... 11.22 13.07 15.91 14.44 13.80 14.46 13.44 15.21 14.80 13.96 12.58 12.01
12 6month.................. Lo 11.44 12.99 15.77 14.42 13.77 14.66 13.80 15.36 14,88 14.05 12.88 13.00
13 Eurodollar deposits, 3-month? ......... 11.96 14.00 16.79 15.18 14.53 15.45 14.37 16.28 15.78 15.00 14.10 13.08
U.S. Treasury bills*
Secondary market”
14 3month........................ 10.07 11.43 14.03 12.70 12.09 12.47 11.35 12.81 12.23 11.71 10.64 10.51
15 6-month . 10.06 11.37 13.80 12.80 12.16 12,70 11.88 13.08 12.57 12.06 11.21 11.39
16 l-year....... 9.75 10.89 13.14 12.50 11.98 12.57 11.90 12.86 12.50 12,06 11.29 11,50
Auction average
17 3month.........oocoovin il 10.041 11,506 | 14.077 [ 12.821 { 12.148 [ 12.108 11914 13.269 12.806 11.797 | 11.140 10.559
18 6-month . ., .. | 10.017 11.374 1 13.811 | 12.861 { 12.220 | 12.310 12.236 13.419 12.976 11.967 | 11.441 11.378
19 L-Y€aT. o e 9.817 | 10,748 | 13,159 | 12,731 | 12194 | 12173 | 1238 | ........| ..... .. 238 ..
CAPITAL MARKET RATES
U.S. Treasury notes and bonds®
Constant maturitics'
20 L-Year. . 10.67 12,05 14,78 13.98 13.34 14.07 13.24 14.41 13.98 13.46 12.50 12.73
21 2-year..... 10.12 11.77 14.56 14.20 13.78 14.47 13.80 14,75 14.43 14.00 13.20 13.34
22 20 year oo e 14.80 | ... Mmoo | ... 13.45
23 3-year..... 9.71 i1.55 14.44 14.18 13.77 14.48 14.00 14.81 14.49 14.08 13.53 13.72
24 S-year... 9.52 11.48 14.24 14.00 13.75 14.43 14.07 14.73 14.48 14.10 13.66 13.89
25 T-year. .. 9.48 11.43 14,06 13.94 13.74 14.47 14.07 14,73 14.47 14.06 13.67 13.93
26 10-year. . 9.44 11.46 13.91 13.87 13.62 14.30 13.95 14.54 14,30 13.93 13.58 13.85
27 20-year. . .. 9.33 11.39 13.72 13.57 13.46 1418 13.76 14.28 14.06 13.73 13.44 13.69
28 J0-year. ... 9.29 11.30 13.44 13.37 13.24 13.92 13.58 14.03 13.79 13.53 13.27 13.49
Composite 2
29 Over 10 years (long-term)......... 8.74 10.81 12.87 12.84 12.67 1332 12.97 13.42 13.25 12.98 12.69 12.87
State and local notes and bonds
Moody's series!
30 Add. . oo 5.92 7.85 10.43 11.66 11.05 11.55 11.47 11.60 11.55 11.40 11.40 11.40
31 Baa.............. .. 6.73 9.01 11.76 13.29 12.63¢ 12.74¢ 13.17 13.20 13.20 13,15 13,15 13.15
32 Bond Buyer series! 6.52 8.59 1133 12.59 11.95 12.45 12.28 12.58 12.47 12.36 12.01 11.97
Corporate bonds
Seasoned issues'’
33 10.12 12.75 15.06 15.53 15.34 15.77 15.70 15.96 15.90 15.76 15.54 15.58
34 9.63 11.94 14.17 14.46 14.26 14.81 14.61 15.07 14.96 14.65 14.32 14.39
35 9.94 12.50 14.75 14.90 14.77 15.26 15.21 15.50 15.44 15.27 15.01 15.04
36 10.20 12.89 15.29 15.95 15.70 16.07 16.20 16.29 16.29 16.28 16.13 16.09
kY] 10.69 13.67 16.04 16.78 16.64 16.92 16.80 16.95 16.88 16.82 16.70 16.78
Aaa utility bonds!®
38 NeW iSSUE .. vvvrierinenneerinas 10,03 12.74 15.56 15.83 15.22 15.92 1561 § ..., 1588 | ..., 1833 §........
39 Recently offered issues. ........... 10,02 12.70 15.56 15.45 15.24 15.84 15.61 16.03 15.80 1570 15.26 15.47
MEmo: Dividend/price ratio!”
40  Preferred StockS.................... 9.07 10.57 12.36 12.90 12.58 12.96 13.24 13.20 13.35 13.29 13.18 13.15
41 Commonstocks.................... 5.46 5.25 5.41 5.99 5.97 5.97 6.31 6.29 6.43 624 6.19 6.38

1. Weekly and monthly figures are averages of all calendar days, where the
rate for a weekend or haliday is taken to be the rate prevailing on the preceding
business day. The daily rate is the average of the rates on a given day weighted
by the volume of transactions at these rates.

2. Weekly figures are statement week averages- -that is, averages for the week
ending Wednesday. . )

3. nwcightedyaveragc of offering rates quoted by at least tive dealers (in the
case of commercial paper), or finance companics (in the case of finance paper).
Before November 1979, maturities for data shown are 30-59 days, 90-119 days,
and 120-179 days for commercial paper; and 30-59 days, 90-119 days, and 150-
179 days for finance paper.

4. Yields are quoted on a bank-discount basis, rather than an investment yicld
basis (which wouclld give a liFher figure). .

5. Dealer closing offered rates for top-rated banks. Most representative rate
(which may be, but need not be, the average of the rates quoted by the dealers).
6. Unweighted average of offered rates quoted by at least five dealers early in

the dalf .

7. Unweighted average of closing bid rates guoted by at least five dealers.

8. Rates are recorded in the week in which bills arc issued.

9. Yields are based on closing bid prices quoted by at least five dealers.

10. Yields adjusted to constant maturities by the U'S. Treasury. That is, yields
are read from a yield curve at fixed maturities. Based on only recently issued,
actively traded securities.

t1. Each weckly figure is calculated on a biweekly basis and is the average of
five business days ending on the Monday following the calendar week. The biweekly
rate is used to determine the maximum interest rate payable in the following two-
weck period on small saver certificates. (See table 1.16.)

12. Unweighted averages of yields (to maturity or call) for all outstanding notes
and bonds neither due nor callable in less than 10 years, including several very low
yielding “flower” bonds.

13. General obligations only, based on figures for Thursday, from Moody’s
Investors Service.

14. General obligations only, with 20 years to maturity, issued by 20 statc and
local governmental units of mixed (liuali\y Based on figures for Thursday.

15. Daily figures from Moody’s Investors Service. Based on yields to maturity
on selected long-term bonds.

16. Compilation of the Federal Reserve. [ssues included are long-term (20 years
or more). New-issue yields are based on quotations on date of otfering; those on
recently offered issues (included only for first 4 weeks after termination of under-
writer price restrictions), on Friday close-of-business quotations.

17. Standard and Poor’s corporate series. Preferred stock ratio based on a sample
of ten issucs: four public utilitics, four industrials, one financial, and one trans-
portation. Common stock ratios on the 500 stocks in the price index.
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1.36  STOCK MARKET Sclected Statistics
1981 1982
Indicator 1979 1980 1981
Nov. Dec. Jan. Feb. Mar. Apr. May June July
Prices and trading (averages of daily figures)
Common stock prices
1 New York Stack Exchange
(Dec. 31,1965 = 50) . ..0vv v cvieinnianns 55671 6R.O6| 74.02| 7149 | 781 67911 66.16| 63.86 66.97 67.07 63.107 | 62.82
2 Industrial............. 61.821 78.64| 8544 | RO.86| 81701 76.85| 74.78| 7L.51| 75.59 75.97 71.59 71.37
3 Transportation . 45201 60.52 72.61 67.68 [ 68271 62.04] 59.09 55.19 57.91 56.84 53.07 53.40
4 Utility....... 36.46 | 37.35| 3890 40.73| 40.221 3930 | 38.32| 38.57 39.20 39.40 37.34 37.20
S Finance . ... .. e S865( 64281 73.52| 76471 74741 7099 | T0.50| 69.08 71.44 69.16 63.19 61.59
6 Standard & Poor’s Corporation (1941-43 = )N 107.94 | 11871 | 128.05 | 122.92 | 123.79 | 117.41 | 114.50 | 110.84 | 116.31 116.35 109.70 | 109.38
7 American Stock Exchange
(Aug. 31,1973 = 100).. ... 186.56 | 300.94 | 343.58 | 321.0 | 322.65 | 296.49 | 275.10 | 255.08 | 271.15 272.88 254.72 | 250.63
Volume of trading
(thousands of shares)
8 New York Stock Exchange . 32,233 [ 44,867 | 46,967 | 50,791 | 43,598 | 48,419 | 51,169 | 55,227 | 54,1167} 51,3287 50,4817 | 54,533
9 American Stock Exchange........... 4,182 6,377 5,346 5257 49921 4497 4.400] 4,329 3,937 4,292 3,720 3,611
Customer financing (end-af-period balances, in millions of dollars)
10 Regulated margin credit at
brokers—dealers?. . ........ . ................. 11,619 | 14,721 | 14,411 | 14,124 | 14,411 | 13,441 | 13,023 | 12,095 | 12,202 12,237 11,783 t
11 Margin Stock . 11,450 | 14,500 | 14,150 | 13,860 | 14,150 | 13,190 | 12,770 | 11,840 | 11,950 11,990 11,540
12 Convertible bonds . 167 219 259 261 259 249 251 249 251 246 242 n.a.
13 Subscription issues. .. ........ ... 2 2 2 3 2 6 1 L 1
Free credit balances at brokers*
14 Margin-account . ......... .o.overirireiaioiaais 1,105 ] 2,105 | 3.515§ 3,290} 3,515 3455| 3,755 3,895 4,145 4,175 4,220
15 Cash-account ................ . «eor veniininans 4,060 [ 6,070 7150 | 6,865 7150 6,575 6,595 6,510 6,270 6,355 6,350
Margin-account debt at brokers (percentage distribution, end of period)
16 Total. ... e 100,0 | 100.0 | 100.0 ( 100.0| 100.0{ 100.0| 100.0| 100.0 100.0 100.0 100.0
By equity class (in percent)®
17 Under 40 16.0 14.0 37.0 30.0 37.0 37.0 44.0 39.0 34.0 40.0 43.0
18 4049 ... .. 29.0 30.0 21.0 25.0 24.0 24.0 220 24.0 25.0 24.0 21,0
19 50-59 27.0 25.0 22.0 21.0 17.0 16.0 15.0 16.0 18.0 15.0 16.0 | n.a.
20 6069 14,0 14.0 10.0 11.0 10.0 10.0 8.0 10.0 10.0 9.0 9.0
21 70-79 ..., 8.0 9.0 6.0 6.0 6.0 7.0 6.0 6.0 7.0 6.0 6.0
22 80 or more 7.0 8.0 6.0 7.0 6.0 6.0 5.0 5.0 6.0 5.0 5.0
Special lianeous-account bal at brokers (end of period)
23 Total balances (millions of dollaxs)® .. ............. 16,150 | 21,690 25,870 | 25,409 | 25,870 | 26,080 | 26,850 | 28,030 | 28,252 28,521 29,798
Distribution by equity status
(percent)
24 Netcredit status, ., .........vvvivirneeiacerioes 442 47.8 58.0 57.0 58.0 58.0 58.0 59.0 57.0 58.0 59.0 | n.a.
Debt status, equity of
25 60 percent OF MOTE ... . ..overivrnrenennnnee. 47.0 44.4 31.0 33.0 31.0 31.0 30.0 28.0 29.0 29.0 28.0
26 Lessthan &0 percent..........cooovvvivnvinnns 8.8 1.1 19 10.0 190 110 12.0 13.0 13.0 13.0 13.0
Margin requirements (percent of market value and effective date)’
Mar. 11, 1968 June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov. 24, 1972 Jan. 3, 1974
27 Margin Stacks ... oo i e 70 80 65 55 65 50
28 Convertible bonds , e 50 60 50 50 50 50
29 Shortsales. ..., oo 70 80 65 55 65 50

1. Effective July 1976, includes a new financial group, banks and insurance
companies. With this change the index includes 400 industrial stocks (formerly
425}, 20 transportation (formerly 15 rail}, 40 public utility (formerly 60), and 40
financial.

2, Margin credit includes all credit extended to
equity instruments and secured at least in part ismck. Credit extended is end-
o?-month data for member firms of the New York Stock Exchange.

In addition to assigning a current loan value to margin stock generally, Regu-
lations T and U permit specia! loan values for convertible bonds and stock acquired
thmu&h exercise of subscription rights.

3. A distribution of this total by equity class is shown on lines 17-22,

4, Free credit balances are in accounts with no unfulfilled commitments to the
brokers and are subject to withdrawal by customers on demand,

Eurchasc or carry stocks or related

S. Each customer’s equity in his collateral (market value of collateral less net
debit balance) is expressed as a percentage of current collateral values.

6. Balances that may be used by customers as the margin deposit required for
additional purchases. Balances may arise as transfers based on loan values of other
collateral in the customer's margin account or deposits of cash (usually sales pro-
ceeds) occur.

7. Regulations G, T, and U of the Federal Reserve Board of Governors, pre-
scribed In accordance with the Securities Exchange Act of 1934, limit the amount
of credit to purchase and carry margin stocks that may be extended on securities
as collateral by prescribing a maximum loan value, which is a specified percentage
of the market value of the collateral at the time the credit is extended. Margin
requirements are the difference between the market value (100 percent) and the
maximum loan value. The term “‘margin stocks” is defined in the corresponding
regulation.
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1.37 SELECTED FINANCIAL INSTTIUTIONS  Selected Asscts and Liabilitics
Millions of dollars, end of period
1981 1982
Account 1979 1980
Sept. Oct. Nov. Dec. Jan. Feb. Mar Apt. May” | June?
Savings and loan associations
L Assets ...l PR 578,962 630,712| 655,658| 659,073| 660,326 663,844| 667,600| 671,895 678,039 681,368 686,942| 692,225
2 MOFIBAEES ..o 475,088 503,192 SIB.778] 519.248| 519,146] 518350| 517,493| 516,2841 515806} S514.475] 513.807] 512,399
3 Cash and investment securitics! 46,341 57,928 59,530 61,517 61,369 62,756 64,0801 06,585 67,758 67,8591 69,9311 70,523
4 Other .......... ... .. .. 56,933 69,592 77,350 TR308[ 79811} 82,738 86,0181 89,0267 94,835] 99,034} 103,204} 109,303
5 Liabilities and net worth. ......... .. ..., §78,9621  630,712| 655,658 659,073 660,326 663,844| 667,600 671,895 678,039 | 681,368| 686,942 692,225
6 Savings capital ............ 470,004 1 511,630| 515,649 SI9288| 319,777| 5243741 526,382 529,064 535,506 S532,8991 S34.5(7| 538,054
7 Borrowed money . . 55,232 64,386 87477 6,108 86,255 89,0971 89,099 89,465 91,013 93,883
8 FHLBB ............................ 40,441 47,045 61,857 62,000] 61,922 62,7941 62,581 62,690 63,039 65,347 65,216 07,000
9  Other ..... 14,791 17,541 25,620 24,108 24.333{ 26, 303] 26,51&( 20,7751 27374 28.536| 29.224( 30,147
10 Loans in proce G e 9,582 8,767 7.040 6,757 6,451 6,369 6,249 6,144 6,399 6,550 6,748 7.021
11 Other ..o . 11,506 12,3941 15,307 17,506 19,101 15,0127 1K.356| 20,145 18,574 22,0121 25819| 24,547
12 Networth?. . ...ooovooos 0 e 32,038 33,329f 30,185 29,414} 28,742 28,3921 27,514 27.077 26,487 26,0241 25418 25,450
13 MeMo: Mortgage loan commitments
outstanding’ ....... .. ... 16,007 16,102 16,12] 15733 15758 15,228 15,131 15,397 15,582 10,375 16,622 16,839
Mutual savings banks'
14 Assets ................o 163,405 171,564 | 175,234| 175,693 | 175,258 | 175,728 175,938 175,763 | 174,776 174,813 | 174,952 y
Loans
1S Mortgage ... 98,908 99,865 99944 99903 99,879 99,997 99788 98,88 97,464 97,160 96,334
16 Other .............0 (oo oo 9,253 11,7331 14.868| 14.725| 15,073 14,753 15,029f 15,604 16,514 16,4241 17,409
Securities
17 US. guvcrnmems .................. 7,658 8,949 9,594 9,765 9,508 9,810 9,991 9,966 10,072 10,146 9,968
18  State and local government .. 2,930 2,390 2,323 2,394 2,271 2,288 2,290 2,293 2,276 2,269 2,259
19 Corporate and other® ... .. 37.086 39,2821 38,1181 38,108] 37,874 37,791 37849 37,781 37,379 37473 37486
20 Cash ., ooooenoin il AR 3,156 4,334 4,810 5118 5,039 5,442 5,210 5412 5219 5,494 5469 n.a
21 Otherassets....................... o0 . 4,412 5,011 5,577 5,681 5,615 5,649 5,781 5.869 5,852 5.846 6,027
22 Liabilitles .. ...................oo0 163,405 171,564 175,234 175,693 175,258 | 175,728| 175,938] 175,763 174,776 174,813| 174,952
23 Deposits ..o veei 146,006 154,805 153,412] 154.066| 153,809 155,110[ 154,843 154,626( 154,022| 153,187| 153,354
24 esular7 .......... 144,070 151,416| 151,072] 18L,975| 151,787] 153,0031 152,801 (52,616 (51,9791 151,021 151,253
25 rdinary savings. 61,123 53,971 49,254 48,238| 48,4567 49.425( 48,8981 48.207| 48,4121 47,733| 47,895
26 Time and other. . 82,947 97.445( 101,818] 103,737 126,889 121,343 120,740| 120,282 118,536] 117,3721 116,948
27 Other........... 1,936 2,086 25,7691 24,806 2,023 2,108 2,042 2,010 2,043 2,166 2,101
28 Other liabilities. ... .... 5.873 6,095 11,458] 11,513 11,434 10,632) 11,280 11,464 11,132 12,141 12,246
29 General reserve account: 11,525 11,368 10,3641 10,114 10,015 9,986 9,814 9,672 9,622 9.485 9,352
30 MeMo: Mortgage loan commitments
outstanding® .. ... ... 3,182 1,476 1,218 1,140 1.207 1,293 916 950 978 953 998 Y
Lite insurance companies
31 ASSEIS ..ot 432,282 479,210| 509,478 515,079 | 519,281 521,354 525,331 526,573 530,014 | 533,810 537,281
Securities
32 Government ......... ... 338 21,378 24,280( 24.621( 25200f 25310 26,157| 26,847| 27.322| 27,691 28,023
33 United States’. . 4 888 5,345 7.670 7.846 8,321 8,578 9,204 9,8871 10,236 10,465( 10,698
34 State and local . 6,428 6,701 7,033 7.129 7,148 6,968 7.063 7.043 7,069 7,139 7,193
35 Foreign!0 .. 9,022 9,332 9,577 9,646 9,731 9,764 9,800 9,917 10,007 10,087 10,132
36 Business. .. 222,332 238,113| 250,315| 253,976 255,632 254,978 257,014 | 257,318 257,452 260,0341 261,521
37 Bonds . 1783711 190,747 205,908 [ 208,004 1 209,194 | 208,587 211,686 212,685| 213.217| 214,984| 216,972 n.a.
38 Stocks . .. 39,757 47,3661 44,407 45972 46,438 46,391 459281 44.633| 44.235] 45,050f 44,549
39 Mortgages ... 118,421 131,080 136,982 137,736 138,433 139,046 139,596 139,777 140,259 1406881 141,023
40 Real estate. . . 13,007 15,0331 17,801 18,382| 18,629 19,157 19,276 18,999 19,472 19,9471 20,186
41 Policy loans . . 34,825 41,411 47,042 47,731 48275 48741 49,092 49,535| 500831 50,6401 51,059
42 Other assets. .. .. 27,563 L7021 33,058) 32.633( 33,012 34,1221 33288 34,097 35426] 34,810 35469
Credit unions
43 Total ussets/liabilities and capital. . ...... .. 65,854 71,709 76,145| 76,123 76,8301 77,682{ 78,012 78,986| 81,055 81,350 82,858 84,107
44 Federal . - 35,934 3908001 41,082 41,727( 42,0251 42,382 42,512 43,111 44,2631 44371} 45077 45,705
45 State . ... L 29,920 31,908 34.463| 34,396( 34,805 35,300 35,500| 35,875 36,792 36,9801 37,781 38402
46 Loans outstanding ................ 53,125 47,774) 51,407) S1,029) S50,631) S0.448) 49.949) 49.610)  49,068)  49,533) 49,550) 49,919
47  Federal........... 28,698 25627 27,871 27,686 27,508| 27,458 27.204| 27,051 27,1101 27,0641 27.073| 27,295
48  State . . 24,426 22,1471 23.536| 23.343| 23,123| 22,990| 22,745| 22,559| 22,549 22,469{ 22.483| 22,624
49 Savings ........... 56,232 64,399 67,512 67.025( 67981 68871 69,432| 70,227| 72218 72,569{ 73,602 74834
S0 Federal (shares) ....... Cee e 35,530 36,3481 36,928 37,015 37,261 37,574 37475 38,331 39 43t 39,6881 40,213 40,710
51 State (shares and deposits)..... .......| 25702 28,0501 30,5841 30,610( 30,720 31,297| 31557} 3L.R96| 32,787 328811 33,389 34,124

For notes see bottom of page A30.
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1.38  FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Calendar year
¢ Fiscal Fiscal Fiscal
Type of account or operation year car year
P P! 1570 {980 1981 1981 1982 1982
H1 H2 H1 Apr. May June
U.S. budget
L Receipts'. .. 463,302 517,112 599,272 317,304 301,777 322,478 75,777 36,753 66,353
2 Outlays'? . .. 490,997 576,675 657,204 333,115 358,558 348,678 66,073 55,683 59,629
3 SUIiPluS, or defici —27,694 59,563 —57,932 —~15.811 —- 56,780 —26,200 9,704 —18,930 6,724
4 Trust funds... ...... . 18,335 8,801 6,817 5,797 — 8,085 — 17,690 626 1,958 5,192
S Federal funds®....................... —46,030 — 68,364 —64,749 —21,608 — 48,697 —43,889 9,077 ~20,888 1,532
Off-budget entities (surplus, or deficit
6 Federal Financing Bank outlays.......... 13,261 - 14,549 -20,769 - 11,046 —8,728 —-7,942 ~1,153 —2,459 -2,052
TOther . 793 303 ~236 900 - 1,752 227 160 —34 —216
U.S. budget plus off-budget, including
Federal Financing Bank
8 Surplus, or deficit (=).................. 40,162 —73,808 —-178,936 -27,157 -67,260 ~33,914 8,711 —21,424 4,457
Soutrce or financing
9  Borrowing from the public ............ 33,641 70,515 79,329 33,213 54,081 41,728 2,527 3,187 3,260
10 Cash and m(mcture/ assets (decrease, or
inerease (=))% ... —408 —355 - 1,878 2,873 -1,111 —408 —11,256 15,700 3,489
1 OtherS.............................. 6,929 3,648 1,485 —8,328 14,290 —7,405 19 2,537 —4,228
MeMo:
12 Treasury operating balance (level, end of
pcnodg ................. .. . 24,176 20,990 18,670 16,389 12,046 10,999 28,740 7,947 10,999
13 Federal Reserve Banks - 6,489 4,102 3,520 2,923 4,301 4,099 12,239 2,540 4,099
14 Tax and loan accounts ................ 17,687 16,888 15,150 13,466 7,745 6,900 16,501 5,407 6,900

1. The Budget of the U.S. Government, Fiscal Year 1983, has reclassified sup-
plemental medical insurance premiums and voluntary hospital insurance premiums,
Ercviously included in other social insurance receipts, as offsetting receipts in the

ealth function.

2. Effective Oct. 1, 1980, the Pension Benefit Guaranty Corporation was re-
ilagsificd from an off-budget agency to an on-budget agency in the Department of

abor,

3. Hatf-year figures are calculated as a residual (total surplus/deficit less trust
fund surplus/deficit).

4. Other off-budget includes Postal Service Fund; Rural Electrification and Tele-
phone Revolving Fund; and Rural Telephone Bank; it also includes petroleum
zll(c)gll:isition and transportation and strategic petroleum reserve effective November

NOTES TO TABLE 1.37

1. Holdings of stock of the Federal Home Loan Banks are included in “other
assets,”

2. Includes net undistributed income, which is accrued by most, but not all,
associations,

3. Excludes fi%ures for loans in process, which are shown as a liability.

4. The NAMSB reports that, effective April 1979, balance sheet data are not
strictly comparable with previous months. Beginning April 1979, data are reported
on a net-of-valuation-reserves basis. Before that date, data were reported on a
gross-of-valuation-reserves basis.

S. Beginning April 1979, includes obligations of U.S. government agencics. Be-
fore that date, this item was included in “Corporate an(% other.”

6. Includes securities of foreign governments and international organizations
and, before April 1979, nonguarantecd issues of U.S. government agencies.

7. Excludes checking, club, and school accounts.

8. Commitments outstanding (including loans in process) of banks in New York
State as reported to the Savings Banks Association of the state of New York.

9. Direct and guaranteed obligations. Excludes federal agency issues not guar-
anteed, which are shown in the table under “Business” securities.

5. Includes U.S. Treasury operating cash accounts; special drawing rights; gold
tranche drawing rights; loans to International Monetary Fund; and other cash and
monelar{ assets.

6. Includes accrued interest payable to the public; allocations of special drawin,
rights; deposit funds; miscellaneous liability (including checks outstanding) an
asset accounts; scigniorage; increment on l_gold; net gain/loss for U.S. currency
valuation adjustment; net gain/loss for IMF valuation adjustment; and profit on
the sale of gold.

SourCE. “Monthly Treasury Statement of Receipts and Outlays of the U.S.
Government,” Treasury Bulletin, and the Budget of the United States Government,
Fiscal Year 1983.

10. Issues of forei%] governments and their subdivisions and bonds of the In-
ternational Bank for Reconstruction and Development.

NO1E. Savings and loan associations: Estimates by the FHLBB for all associations
in the United States. Data are based on monthly reports of federally insured
associations and annual reports of other associations. Even when revised, data for
current and preceding year are subject to further revision.

Mutual savings banz\': Estimates of National Association of Mutual Savings
Banks for all savings banks in the United States.

Life insurance companies: Estimates of the American Council of Life Insurance
for all life insurance companies in the United States. Annual figures are annual-
statement asset values, with bonds carried on an amortized basis and stocks at
year-cnd market value. Adjustments for interest due and accrued and for differ-
ences between market and book values are not made on each item separately but
are included, in total, in “other assets.”

Credit unions; Estimates by the National Credit Union Administration for a
group of federal and state-chartered credit unions that account for about 30 percent
of credit union assets, Figures are preliminary and revised annually to incorporate
recent benchmark data.
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1.39 U.S. BUDGET RECEIPTS AND OQUTLAYS
Millions of dollars

Calendar year
a8 Fiscal Fiscal
Source or type Cur cat car R R G
n 1570 fok0 1081 1981 182 1982
Ht 2 H1 Apr, May June
RECrms
I All sources! 463,302 517,112 599,272 37,304 301,777 322,478 75,777 36,753 66,353
2 Individual income taxes, net..... ... 217,841 244,009 285,917 142 889 147,035 150,565 41,672 9,576 32,273
3 Withheld o 195,295 223,763 256,332 126,104 134,199 133,575 22,699 20,965 21,912
4 Presidential on Campaign Fund. .. 36 39 41 36 S 34 6 7 4
S Nonwithheld .. .... ... ... A 56,215 63,746 76,844 59,907 17,391 66,174 35,282 1,183 11,774
6 Refunds......... e e 33,705 43,479 47,299 43,185 4,559 49,217 16,315 12,580 1,417
Corporation income taxcs
7 Grossreceipts. ... .o 71,448 72,380 73,733 44,048 31,0560 37,836 9,032 2,159 11,943
8 Refunds..... . 5,771 7.780 12,590 6,505 738 8,028 1,690 957 1,354
9 Social insurance taxes and umlrlhutmus
net ... 138,939 157,803 182,720 101,316 91,592 108,079 21,593 20,483 17,572
Payroll emp oyant taxcs and
contributions e . 115,041 133,042 156,953 83,851 82,984 88,795 14,042 14,050 16,189
Il Self-employment taxes wd
contributions? .. ... AN 5,034 6,041 6,240 244 7.357 4,470 502 828
12 Uncmployment insurance . . 15,387 16,129 9,205 6,355 9,809 2,120 5,004 217
13 Other net recciptsl"‘ .................. 3,477 3,598 2,020 2,009 2,119 302 327 336
14 Excise taxes ....... RN . 18,745 40,839 21,945 22,097 17,525 2,732 2,848 2,768
15 Customs deposits . 7,439 8,083 3,920 4,601 4,310 704 683 77
16 Estate and gift taxes ... .. P 5,411 6,787 3,259 3,742 4,208 542 613 745
17 Miscellancous n.cmpts .................. 9,252 13,790 6,487 8,441 7,984 1,152 1,349 1,634
Oui Avs
18 All types™®. .. . ..., e e 491,997 576,675 657,204 333115 358,558 346,286 66,073 55,683 59,629
19 National detense ... 117,081 135,856 159,765 80,005 87,421 93,154 16,385 15,204 16,419
20 International aftairs. 6,091 10,733 11,130 5,999 4,655 5,183 1.1 559 402
21 General science, spdu md tuhnnlngy 5,041 5.722 6,359 3314 3388 3,370 532 613 543
22 Energy . L 6,856 6,313 10,277 5,677 4,394 2.814 S 486 601
23 Natural res 12,091 13,812 13,525 0.476 7.296 5,636 1,148 849 1,041
24 Agriculture 6,238 4,762 5,572 3,101 5,481 7,087 949 -400 53
25 Commerce and housing credit .. . . .. | 2,579 7,788 3,940 2,073 1,825 1,410 1,178 129 4
26 Transportation .. 17,459 21,120 23,381 11,991 10,753 4,915 1,807 1,425 1,752
27 Community and regional development. . . 9,542 10,068 9,394 4,621 4,269 3,193 523 457 557
28 Education, trammg,, employment, soctal
services 29,685 30,767 2,402 15,928 13,878 12,595 2,304 1,996 1,997
29 Health! ... ., B 46,962 55,220 65,982 33,113 35.322 37,213 6,298 0,019 0,772
30 Income security® ... . . 160,159 193, 10 225.099 113,490 129.269 112,782 21912 20,269 20,812
31 Veterans benefits and services ..o L 19,928 21,183 22 YR8 10,531 12,880 10,865 3,239 753 1,927
32 Administration of justice . 4,153 4,570 4,698 2.344 2,290 2.334 419 364 353
33 General government. 4,093 4,505 4,614 2.692 2,311 2,410 123 433 a3
34 General-purpose ﬁSC;ﬂ a 8372 8,584 6,856 3,018 3,043 3,325 (176 352 204
35 Iuterest 52,566 64,504 82,537 41,178 47,667 50,070 7,633 7,720 13,787
36 Undistributed offsetting rucm 5 (8,488 21,933 10,320 12,432 - 17,281 14,680 1,235 1,286 7,989
. The Budget of the U.S. Government, Fiscal Year 1983 has reclassified sup- 5. Deposits of carnings by Federal Reserve Banks and other miscellancous te-
plemental medical insurance premiums and voluntary hospital insurance premiums, cuipts
reviously included in other social insurance 1eceipts, as oftsetting receipts in the 6. Eftective Oct. [, 1980, the Pension Benetit Guaranty Corporation was te-
icalth function. classificd (rom an ott- hudgu ageney to an on-budget agencey in the Department ot
2. Old-age, disability, and hospital insurance, and railroad retirement accounts, Labo,
3. Old-age, disability, and hospital insurance. 7. Consists ot nterest received by tiust tunds, rents and royalties on the outer
4. Federal employee retirement contributions and civil service reurement and continental shelt, and U.S, government contributions for employee retirement.

disability fund.
SOURCE. “Monthly Treasury Statement of Receipts and Outlays of the U.S.
Government”™ and the Budget of the U.S. Government, Fiscal Year 1983.
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1.40 FEDERAL DEBT SUBIJECT TO STATUTORY LIMITATION

Billions of dollars

1980 1981 1982
Item
Mar. 3t June 30 | Sept. 30 | Dee. 31 Mar. 31 June 30 | Sept. 30 | Dec. 31 Mar. 31
1 Federal debt outstanding . ... ... ............ ... 870.4 884.4 914.3 936.7 970.9 977.4 1,003.9 1,034.7 1,066.4
2 Public debt securities ... . Lo 863.5 877.6 907.7 930.2 964.5 971.2 997.9 1,028.7 1,061.3
3 Held by public . ... 677.1 682.7 710.0 731.7 773.7 771.3 789.8 825.5 858.9
4 Held by agencies ...... ... . 186.3 194.9 197.7 192.5 190.9 199.9 208.1 203.2 202.4
§ Agency sCCUritics . ..o oL e 7.0 6.8 6.6 6.5 6.4 6.2 6.1 6.0 5.1
6 Held by publc . . S . S5 5.3 5.1 5.0 49 4,7 4.6 4.6 3.9
7 Heldbyagencies ... oo 1.5 LS 1.5 L5 1.5 1.5 1.5 1.4 1.2
8 Debt subject to statutory limit..,... ................. 864.5 878.7 908.7 931.2 965.5 972.2 998.8 1,029.7 1,062.2
9 Public debt securities ........... e . 862 8 8770 907.1 929.6 963.9 970.6 997.2 1,028.1 1.062.7
10 Other debt!, ... 000 0 . 1.7 L7 .6 t.6 1.6 1.6 .6 L6 LS
11 MEMo: Statutory debt limit.. ... o0 oo 879.0 925.0 925.0 935.1 985.0 985.0 999.8 1,079.8 1,079.8
1. Includes guaranteed debt of government agencies, specitied participation cer- Nott. Data trom Treasury Bulletin (U.S, Treasury Department).
tificates, notes to international lending organizations, and District of Columbia
stadium bonds.
1.41 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership
Billions of dollars, end of period
1982
Type and holder 1U78 1979 1980 1984
Mar Apr May Tune July
I Total gross publicdebt ... .. ..... ................ 789.2 845.1 930.2 1,028.7 1,061.3 1,065.7 1,071.7 1,079.6 1,089.6
By type
2 Interest-| hLdrlng debt. ... o0 o T82.4 844.0 928.9 1,027.3 1,059.8 1,064.5 1,066.4 1078.4 1,083.3
3 Marketable . 487.5 530.7 623.2 720.3 752.6 755.8 7587 764.0 774.0
4 Bills .. ... 161 7 172.6 216.1 245.0 256.2 254.9 256.1 256.0 262.0
5 Notes 265.8 2834 321.6 3753 395.t 399.7 398.4 406.9 411.1
6 Bonds... ... ... 60.0 74.7 85.4 99.9 101.4 101.3 101.2 101.1 101.0
7 Nonmarketablel .0 294.8 313.2 305.7 307.0 307.2 308.7 310.7 3144 309.2
& Convertible bonds? ... ... L 2.2 22 ... P P I R R
9 State and local government 24.3 24.6 238 230 23.2 23.2 23.4 21 4 23.4
1) Yoreign issues® .. ... .. 29.6 2.8 24.0 19.0 19.6 19.4 18.4 17.5 16.6
1 Government . . ... Lo e 28.0 23.6 17.6 14.9 15.6 15.4 14.8 13.8 13.6
12 Public......... .. 1.6 8.3 6.4 4.1 4.1 4.1 3.6 3.6 3.0
13 Savings bonds and notes 80.9 799 72.5 68.1 67.4 67.3 67.3 67.4 67.4
14 Government account series® .. ... ... .. 1578 177.5 185.1 196.7 196.7 198.5 201.3 206.0 201.5
15 Non-interest-bearing debt . ... ... ... 6.8 1.2 1.3 1.4 1.5 1.1 5.3 1.2 11
By holder®
16 U.S. government agencics and trust funds, ............ 170.0 187.1 1925 203.3 22.5 204.3 206.7
17 Federal Reserve Banks, ....... ........ A 109.6 117.5 121.3 131.0 126.6 134,3 129.4
(8 Private investors.. ... .. o 508.6 540.5 616.4 694.5 733.3 727.1 735.2
19 Commercial banks. ....... . .. 93.2 96.4 116.0 109.4 114.3 110.1 109.4
20 Mutual savings banks . 5.0 4.7 5.4 5.2 5.8 5.6 5.7
21 Insurance comp.mlcs ........... 15.7 16.7 20.1 19.1 19.8 21.2 25.5 n.a. n.a.
22 Other companices . FE 19.6 22.9 25.7 378 37.5 36.57 38.8
23 State and local govunmcn S 64.4 69.9 78.8 85.0 88.3 88.5 91.8
Individuals
24 Savingsbonds. ....... ... o0 80.7 799 72.5 68.0 67.5 67.3 67.4
25 Other securities .. . S 30.3 36.2 56.7 756 79.0 78.4 78.8
26 Forcign and international® . 137.8 124.4 127.7 141.4 140.8 139.4¢ 138.9
27 Other miscellancous investors 8.9 90.1 106.9 152.3 180.3 180.0 182.9

1. Includes (not shown separately): Sccurities issued to the Rural Electrification
Administration, depository bonds, retirement plan bonds, and indwidual retire-
ment bonds,

2. These nonmarketable bonds, also known as Investment Series B Bonds, may
be exchanged (or converted) at the owner's option for 1172 percent, S-year mar-
ketable Treasury notes. Convertible bonds that have been so exchanged are 1e-
moved from this category and recorded in the notes category (line S).

3. Nonmarketable dollar-denominated and foreign currency-denominated serics
held by forcigners.

4. Held almost entirely by U.S. government agencies and trust funds.

5. Data for Federal Rescrve Banks and U.S. government agencies and trust
funds are actual holdings; data for other groups are Treasury estimates.

6. Consists of investments of foreign balances and international accounts in the
United States.

7. Includes savings and loan associations, nonprofit institutions, corporate pen-
sion trust funds, dealers and brokers, certain government dcposlt accounts, and
government sponsored agencies.

Noit. Gross public debt excludes iuammecd agency sceuritics.
Data by ty[])t, of security from Monthly Statement of the Public Debt of the United
States (U.S. Treasury Department): data by holder from Treasury Bulleun.
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1.42 U.S. GOVERNMENT MARKETABLE SECURITIES  Ownership, by maturity

Par value; millions of dollars, end of period

H9K2 1982
Type of holder 1980 1981 1980 1981
Apr. May Apr. May
All maturities 1 to 5 years
1 Allholders............. B 623,186 720,293 | 755,832 755,688 197,409 | | 228,550 240,814 245,598
2 U.S. government agencies and trust funds .. 0 L 9,564 8,669 8,001 7,994 1,990 1 § 1,906 1,906 1,906
3 Federal Reserve Banks. .. ... FE 121,328 130,954 134,257 128,996 ‘R3S 38,223 39,629 37,423
4 Private investors. ... ..., 492,294 580,671 613,570 618,699 159,585 188,422 199,279 206,269
5 Commercial banks ... .. . . . ... . 77.868 74,618 76,488 75,964 44 482 39,021 39,823 39,456
6  Mutual savings banks ............ e 3,917 3971 4,352 4,417 1,925 1.870 2,031 2,010
7 Insurance companies . . o .. 11,930 12,090 13,848 13,026 4,504 5.596 6,512 6,116
8  Nonfinancial corpors S .. 7,758 4,214 3,893 3,065 2,203 i.146 956 91t
9 Savings and loan associations .. 4225 4,122 4,721 4,817 2,289 2,260 2,459 2,693
10 State and local governments .. . 21,058 18,991 21,593 22,865 4,595 4,278 4,544 4,845
11 Allothers.... . .. . ... . S 305,539 462,663 488,680 493,946 99,577 134,251 142,955 150,238
Total, within 1 year 5 to 10 years
12 Allholders . ........ .............. .. . e 297,385 340,082 355,754 354,741 56,037 63,483 66,920 63,044
13 U.S. government agencies and trust funds. ... 830 647 20 14 1,404 779 779 779
14 Federal Reserve Banks. .. . ......... ... . Lo 56,858 64,113 66,735 64,254 13,548 11,854 10,813 10,559
15 Private investors.......... e e R 239,697 275,322 288,998 291,474 41,175 50,851 55,329 51,706
16  Commercial banks.............. . o L 25,197 29,480 30,381 30,586 5,793 4,496 3,048 2,838
17 Mutual savings banks .. . .. ..o oo o oL 1,246 1,569 1,829 1,864 455 238 186 201
18 Insurance companies o 1,940 2.201 2,028 2,034 3,037 2,507 2,926 2,667
19 Nonfinancial corpors R 4,281 2,421 1,1 1,665 357 344 258 270
20 Savings and loan associations .. 1,646 1,731 2,003 1,890) 216 98 178 111
21 State and local governments 7,750 7,536 6,868 7,456 2,030 2,365 2,463 2,468
22 Allothers................. . . 197,636 230,383 243,981 244 980 29,287 40,804 46,270 43,150
Bilis, within 1 year 10 1o 20 years
23 Allholders....... .. .............. o 216,104 245,015 254,880 256,114 36,854 44,744 46,335 46,295
24 U.S. government agencies and trust funds . oo 1 * 2 1 3,686 3,996 3,952 3,952
25 Federal Reserve Banks.......... . . . ... 43,971 49,679 50,509 50,123 5,919 6,692 6.817 6,642
26 Private investors, . ... PPN . o 172,132 195,335 204,369 205,990 27,250 34,055 35,565 35,701
27  Commercial banks..... .... . 9,856 9,667 10,711 10,084 1,071 R73 1,231 1,293
28  Mutual savings banks ... ..., ..., .. P 394 423 596 631 181 151 170 189
29 Insurance comparties .. . P . 672 760 591 632 1,718 L1y 1,539 1,418
30 Nonfinancial corpor: S P S 2,363 1,173 1,228 1,046 431 131 329 405
31 Savings and loan associations .. .. RN 81% 363 743 709 52 16 20 25
32 State and local governments e . 5,413 5,126 4,163 4,127 3,597 2,824 4,988 5,209
33 Allothers... . ... o 152.616 177.824 186,335 188,142 201,200 28,940 27,289 27,160
Other, within 1 year Over 20 years
34 Allholders . .................... e e 81,281 95,068 100,874 98,627 35,500 43,434 46,010 46,010
35 U.S. government agencies and trust funds. .. . . ... . . 829 647 19 12 1,656 1,340 1,343 1,343
36 Federal Reserve Banks.......... ... ... oo L 12,888 14,433 16,226 14,131 9,258 10,073 10,263 10,118
37 Private investors., . 67,565 79,987 84,630 84,484 24,587 32,020 34,404 34,549
38  Commercial banks . 15,341 19,814 19,670 20,502 1,325 749 2,006 1,791
39  Mutual savings ba 852 1,146 1,233 1,233 110 {44 137 152
40 Insurance companics ca 1,268 1,442 1,433 1,382 730 666 847 790
41  Nonfinancial corporations . .. 1,918 1,248 683 618 476 172 439 414
42 Savings and loan associations . 828 1,368 1,260 1,181 21 17 61 9
43 State and local governments ........ e e e . 2,337 2.410 2,704 2,729 3,080 1,988 2,731 2,886
4 Allothers.........oo i i 45,020 52,560 57,646 56,838 18,838 28,285 28,184 28,417
No1t. Direct public issues only. Based on Treasury Survey ot Ownership trom and 725 insurance companics, each about 80 percent; (2) 406 nontfinancial cor-
Treasury Bulletin (U.$ asury Department). porations and 464 savings and loan associations, cach about S0 percent; and (3)
Data complete for U.S. government agencics and trust funds and Federal Reserve 488 state and local governments, about 40 percent,
Banks, but data for other groups include only holdings of those institutions that “All others,” a residual, includes holdings of all those not reporting in the
report. The following figures show, for each category, the number and proportion Treasury Survey, including mvestor groups not bsted separately.

reporting as of May 31, 1982: (1) 5,289 commercial banks, 444 mutual savings banks,
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1.43 U.S. GOVERNMENT SECURITIES DEALERS Transactions

Par value; averages of daily figures, in millions of dollars

1982 1982, week ending Wednesday
ltem 1979 1980 1981
Apr’ May” June June 30 | July 7 July 14 | July 21 July 28
Immediate dehvery!
1 U.S. government securities............ 13,183 18,331 24728 | 28,454 31,556 27,136 27,080 [ 27,778 35,391 38,031 34,358
By maturity
2 ills 7915 11,413 14,768 16,119 16,674 16,831 16,853 16,705 21,804 24,652 20,298
3 454 421 621 911 764 646 852 707 1,002 990 378
4 2.417 3,330 4,360 5,286 7.402 4,438 4,496 4,443 6,026 6,536 7,522
5 1,121 1,464 2,451 3.156 3,384 2,821 2,858 4,040 4,045 3,933 3,056
6 1,276 1,704 2,528 2,983 3333 2,400 2,022 1,884 2,515 2,520 2,104
By type of customer
U.S. government securitics
dealers . ...l 1,448 1,484 1,640 1,722 1,730 1,693 2,320 1,564 2,221 2,706 2,241
8 U.S. government seeurities
brokers ..... ..., ... .. 5170 7.610 11,750 13,671 15,507 13,06t 12,559 12,887 17,640 19,176 16,322
9 Allothers? ... 6,564 9,237 11,337 13,062 14,319 12,382 12,201 13,327 15,530 16,749 15,796
10 Federal agency securit 2,723 3,258 3,306 3,622 3918 3,237 3,588 2,837 4,775 4,752 4,368
11 Certificates of deposi e 1,764 2,472 4,477 4,488 5437 S,518 7,312 5,299 7,436 6,048 5,950
12 Bankers acceptances ... 1,807 2,441 2.454 2,250 2,114 2,425 3,480 3,317 2,900
13 Commercial paper . ... . ... ... 6,128 7.537 7975 8,131 8,627 8,330 8,080 8,077 7,188
Futures transactions®
14 Treasury bills. ... .... 3,523 4,527 5,630 4,629 3,532 3,318 5,753 5,822 5,474
15 ‘Treasury coupons ......... 1,330 975 1,970 1,215 1019 943 1.247 1,157 982
16  Fedcral agency securitic n.a. . 234 216 276 267 234 228 269 n 368
Forward transactions
17 U.S. government securities. ... ... 365 371 807 692 397 360 252 525 805
18  Federal agency sceurities. ... ... 1,370 951 S71 537 509 611 66! 760 586

1. Before 1981, data for immediate transactions iclude torward transactions.

2. Includes, among others, all other dealers and brokers in commodities and
securities, nondealer departments of commercial banks, toreign banking agencics,
and the Federal Reserve System.

3. Futures contracts are standardized agreements arranged on an organized ex-
change in which parties commit to purchase or sell securities for delivery at a tuture
date.

4. Forward transactions are agreements arranged in the over-the-counter market
in which securitics are purchased (sold) for delivery after 5 business days from the

date of the transaction tor government securitics (1reasury bills, notes, and bonds)
or after 30 days for mortgage-backed agency issues

Notr . Averages for transactons are based on number ot trading days in the
period.

Transactions arc market purchases and sales of U.S. government secutities deal-
ers reporting to the Federal Reserve Bank ot New York. The figures exclude
allotments of, and exchanges tor, new U.S. government sccutities, redemptions of
called or matured securitics, purchases or sales of sccutities under repurchase

agreement, reverse repurchase (resale), or similar contracts.

1.44 U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing

Avcerages of daily figures, in millions of dollars

1982 1982, week ending Wednesday
ftem 1979 1980 1981
Apr’ May June June 2 | June 9 | June 16 | June 23 | June 30
Positions
Net immediate!
I U.S, government securities. ............. 3,223 4,306 9,033 12,567 | 14.103 1,075 14,424 13,659 13,196 9,156 6,648
2 Bills ................. 3813 4,103 6,485 7,721 7,390 7.284 7,647 8,053 9.335 5.813 4,601
3 Other within 1 year . =325 -1L,0621 —1,526 -99 - 295 - 462 -319 - 360 - 360 51 - 648
4 1-S years........ 455 434 1,488 2,903 4,083 2,206 3,610 2,684 1,931 2,064 1,687
S 5-10 years. .. 160 166 292 - 540 - 20 --254 6477 141 14 -393 | -1,085
6 Over 10 years . 30 665 2,294 2,582 2,946 2,301 2,839 2,541 2,277 2,188 2,033
7 Federal agency secu 1,471 797 2,277 2.916 3107 2976 3,192 3,179 3,182 2,930 2,526
8  Certificates of deposit . .. 2,794 1S 3,435 4,467 49507 5,580 | 5,610 5,165 5,262 5,160 6,924
9  Bankers acceptances. . . 1,746 2,530 2,719 2,666 3.047 2,968 2,753 2,246 2,525
10 Commercial paper ............ ... ..., 2,658 3,229 34557 3,503 3,717 3,594 3,480 3,358 3,396
Futures positions
1l Treasury bills. . ..................... ... —8,934 | -5460| - 99857 | 6,067 - 92027 -6,195 S5.6821 - 5,637 5879
12 Treasury coupons . .. n.a. n.d. —2,733 2,905 - 3,7917 —2,045 [ --2,994" —-2,416 2,080 -1,837 2,036
13 Federal agency sccurities 522 - 403 -579 73 - 430 -126 48 235 389
Forward positions
14 U.S. government sceurities. ............. - 603 - 590 - 7047 - 760 811 =962 - 1,170 - 516 -330
15 Federal agency securities. . ... ..., - 451 — 1,064 1,130 - 14521 - 1,331 - 1,469 - 1,409 - 1,397 —1,514
Financing?
Reverse repurchase agrccmcnts‘ ...........
16 Overnight and continuing . . .. 14,568 26,924 | 28,801 25,655 | 24,683 22,613 22,451 26,839 31,687
17 Term agreements ......... . 32,048 46,509 | 45,253 39795 40,329 41260 | 38921 39,216 39,250
Repurchase agreements? , n.a. n.d.
18 vernight and continuing 35,919 53,246 | 58415 42,038 | 53,964 51,466 52,052 52,710 57,117
19 Term agreements .................c..... 29,449 1 43,140 | 40,142 35,525 | 37,640 37,934 34,490 34,603 32,898

For notes see opposite page.
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1.45 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding

Millions of dollars, end of period

A35

1981 1982
Agency 1978 1979 1980
Dec. Jan Feb. Mar. Apr. May
| Federal and federally sponsored agencies®. ... ......................... 137,063 | 163,290 | 193,229 227,210 | 226,418 226,539 | 228,749 | 232,274 | 234,593
2 Federal Qgencies. ...........ooviiiu i e e 23,488 | 24,715| 28,606} 31,8061 31,053 30806| 31,408! 31,613 31,551
3 Defense Department? .. 968 738 610 484 470 460 454 44 434
4 Export-Import Bank34 ..., 8,711 9191 11,2501 13,339} 13,135| 12,861 13.421| 13,475( 13,416
5 Federal Housing Administration® . 588 537 477 41: 406 397 382 376 363
6 Government National Mortgage Asso
participation certificates? .. ... 3,141 2,979 2,817 2,715 2,191 2,165 2,165 2,165 2,165
7 Postal Service’ ............. 2,364 1,837 1,770 1,538 1,538 1,538 1,538 1,538 1,471
8 Tennessee Valley Authority. ... 7,460 8,997 ( 11907 13115 13,1151 13,187) 13,250 13,410) 13,500
9  United States Railway Association”........... ......c..... 356 436 492 202 198 198 198 202 202
10 Federally sponsored agencies'.................. ..o 113,575 ] (38,575 164,623 195404 195365 | 195,733 | 197,341 | 200,661 | 203,042
11 Federal Home Loan Banks . 27,563 33,330 41.258] 58,0900 57.387 57,743 58,839 59,937 60,772
12 Federal Home Loan Mortgaic Corporation. 2,262 2,771 2,536 2,604 2,604 2,604 2,500 2,500 2,500
13 Federal National Mortgage Association ................ 41,000 | 48,486 S55,185) 58,749 58.860| S9.018| 59,270 60,478 61,996
14 Federal Land Banks ............ ... ... . oo 20,360 16,006 12,365 9,717 8,717 8,717 8,717 8,217 8,217
15 Federal Intermediate Credit Bank 11,469 2,676 1,821 1,388 1.388 1,388 1,388 926 926
16  Banks for Cooperatives . .. 4,843 584 584 220 220 220 220 220 220
17 Farm Credit Banks!. ... ... .. S,0811 33216 48,153 60,034 61,187 61,041 61.405| 63,381] 63,409
18  Student Loan Marketing Association® . . 915 1,505 2,720 4,600 5,000 5,000 5,000 5,000 5,000
19 Other ... i 2 1 1 2 2 2 2 2 2
MeMmo:
20 Federal Financing Bank debt™? .. .. ... .. ... ................ . 51,298 | 67,383| 87,460 110,698 111,965 | 112,367 | 113,567 | 114,961 | 117,475
Lending to federal and federally sponsored
agencies
21 Export-Import Bank* ..., .. o oo 6,898 8353 10654 (2,741 12,7411 12,741| 13305] 13,305] 13,305
22 Postal Service’ ................. . o 2,114 1,587 1,520 1,288 1,288 1,288 1,288 1,288 1,221
23 Student Loan Marketing Association 915 1,505 2.720 4,600 5,000 5,000 5,000 5,000 5,000
24 Tennessee Valley Authority, 5,635 7272 9.465| 11,390 11,4351 11,4621 11,525 11,685] 11,775
25 United States Railway Association”. . ... 356 436 492 202 198 198 198 202 202
Other Lending'®
26 Farmers Home Administration .. ........ ... ... coii ciriennian. 23,825 32,050 39,431 48,821 49,026 49,081 48,681 49,356 51,056
27 Rural Electrification Administration ... .. e 4,604 6,484 91961 13516 138361 13989 14,4521 14,716| 15,046
28 OtheT .o 6,951 9.696 13,982 18,140 18.441 18,608 19,118 19,409 19,870

1. In September 1977 the Farm Credit Banks issued their first consolidated bonds,
and in January 1979 the bc%‘j\lx issuing these bonds on a regular basis to replace
the financing activities of the Federal Land Banks, the Federal Intermediate Credit
Banks, and the Baoks for Cooperatives. Line 17 represents those consolidated
bonds outstanding, as well as any discount notes that have been issued. Lines 1
and 10 reflect the addition of this item.

2. Consists of mortgages assumed by the Defense Department between 1957 and
1963 under family housing and homecowners assistance Erugrams‘

3, Includes participation certificates reclassified as debt beginning Oct, L, 1976,

4. Off-budget Aug. 17, 1974, through Sept. 30, 1976; on-budget thereafter.

5. Consists of debentures issued in payment of Federal Housing Administration
insurance claims. Once issued, these securitics may be sold privately on the se-
curities market.

6. Certificates of participation issued prior to fiscal 1969 by the Government
National Mortgage Association acting as trustee for the Farmers Home Admin-
istration; Department of Health, Education, and Welfare; Department

NOTES TO TABLE 1.44

1. Immediate positions are net amounts (in terms of par values) of sceurities
aowned by nonbank dealer firms and dealer departments of commercial banks on
a commitment, that is, trade-date basis, including any such sccurities that have
been sold under agreements to repurchase (RPs). The maturities of some repur-
chase agreements are sufficiently long, however, to suggest that the securties
involvecfare not available for trad)ilng purposcs. Securitics owned, and hence dealer
positions, do not include securities to reself (reverse RPs). Before 1981, data for
immediate positions include forward positions.

2. Figures cover financing involving U.S. government and federal agency secu-
rities, negotiable CDs, hanl%ers acceptances, and commercial paper.

of Housing and Urban Development; Small Business Administration; and the
Veterans Administration.

7. Off-budget.

8. Unlike other federally sponsored agencis, the Student Loan Marketing As-
sociation may horrow from the Federal Financing Bank (FFB) since its obhigations
are guaranteed by the Department of Health, [iducation, and Welfare.

9. The FFB, which began operations 1n 1974, 15 authorized to purchase or scll
obligations issued, sold, or guaranteed by other federal agencies. Since FFB incurs
debt solely for the purpose of lending to other agencies, its debt is not included in
the main portion of the table in order to avoid double counting,

10. Includes FFB purchases of agency assets and guaranteed loans; the latter
contain loans guaranteed by numerous agencies with the guarantees of any partic-
ular agency being generally small. The Farmers Home Administration item consists
exclusively of agency assets, while the Rural Electrification Administration entry
contains both agency assets and guaranteed loans.

3. Includes all reverse repurchase agreements, including those that have been
arranged 1o make delivery on short sales and thosc for which the securitics abtained
have been used as collateral on borrowings, 1.e., matched agreements.

4. Includes both repurchase agreements undertaken to Finemcc positions and
“matched book™ repurchase agreements.

Nortk. Data for positions arc averages of daily figures, in terms of par value,
based on the number of trading days in the period. Positions are shown net and
are on a commitment basis. Data for financing are based on Wednesday figures,
in terms of actual money borrowed or lent.
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1.46 NEW SECURITY ISSUES of State and Local Governments

Millions of dollars

o ) ) 1981 1982
Type of issue or issuer,
Or use 1979 1980 1981
Oct. Nov., Dec. Jan.” Feb.’ Mar.” Apr. May
1 All issues, new and refunding! .. ... .. 43,365 48,367 47,732 4,097 5,355 4,744 3,875 3,720 5,653 6,668 5,569
Type of issue
2 General obligation . .. .............. 12,109 14,100 12,394 748 1,315 749 1,038 1,054 1,733 2,210 1,498
3 U.S. government louns? .. 53 38 4 2 3 1 2 0 9 10 10
4 Revenue ...l 31,256 34207 35,338 3,349 4,040 3,995 2.837 2,666 3,920 4,480 4,071
5 U.S. government loans? 67 57 55 5 2 3 4 6 5 32 38
Type of issuer
6 State. ... 4314 5.304 5,288 439 SI8 315 514 234 433 1,061 601
7 Special district and statutory authority .. 23,434 26972 27,499 2,467 3,439 3,308 2,138 2187 2,992 3,880 2,959
& Municipalities, counties, townships, 15,617 16,090 14,945 1,191 1,398 1,120 1,226 1,299 2,228 1,749 2,009
school districts . .............. ...
9 Issues for new capital, total. . ........ .. 41,505 46,736 46,530 4,009 5,318 4,683 3,718 3,663 4,790 6,668 5,438
Use of proceeds
10 Education ., ............. 0 oo o 5,130 4,572 4,547 203 576 561 236 266 405 460 483
11 Transportation.............. 2,441 2,621 3,447 499 286 355 144 207 362 282 292
12 Utilities and conservation 8,594 8,149 10,037 700 757 955 1,189 1,284 746 1,329 1,354
13 Social welfare..... . . .. . ... 15,968 19,958 12,729 953 1,873 1,813 892 837 1,773 2,337 1,992
14 Industrial aid .. 3,836 3,974 7.651 1,015 676 523 467 501 636 667 342
15 Other purposes 5,536 7.462 8,119 639 1,150 476 790 584 868 1,593 975
1. Par amounts of long-term issues based on date of sale. SOuURCE. Public Sccurities Association.
2. Consists of tax-exempt issues guaranteed by the Farmers Home Administra-
tion.
1.47 NEW SECURITY ISSUES of Corporations
Millions of dollars
. . 1981 1982
Type of issuc or issuer,
or use 1979 1980 1981
Oct. Nov. Dec. Jan. Feb. Mar. Apr. May
1 51,533 73,694 69,283 4,368 8,518 5,908 2,954 3,294 6,436 4,384 6,120
2 40,208 53,206 44,643 2,845 6,724 3,893 1,278 1,879 4,512 2,352 3,980
3 25,814 41,587 37,653 2,582 6,560 3,576 614 1,464 3,540 2,100 3,788
4 14,394 11,619 6,989 263 164 317 664 415 972 252 192
Industry group
5 Manufacturing ..................... 0 9,678 15,409 12,325 21 2,054 954 283 262 708 445 593
6 Commercial and miscellaneous. . o 3,948 6,693 5,229 617 949 850 230 59 691 124 466
7 Transportation ................ . 3,119 3.329 2,054 51 130 82 43 3 224 16 65
8§ Public utility . .. . 8,153 9,557 8,963 1,008 802 582 493 345 1,568 846 977
9 Communication ....... . 4,219 6,683 4,280 83 326 106 8 364 84 4 315
10 Real estate and financial .............. 11,094 11.534 11,793 1,065 2,463 1,319 221 845 1,236 917 1,563
L Stocks. ... 11,325 20,489 24,642 1,523 1,794 2,015 1,676 1,415 1,924 2,032 2,140
Type
12 Preferred...................0 o 3.574 3,631 1,796 141 59 80 199 185 199 147 813
B3Common...........ooooiiii 7,751 16,858 22,846 1,382 1,735 1.935 1,477 1,230 1,725 1,885 1,327
Industry group
14 Manufacturing ....................... 1,679 4,839 4,838 193 407 258 129 67 394 102 156
15 Commercial and miscellancous. .. ..... 2,623 5,245 7,436 449 564 456 723 426 653 787 543
16 Transportation ..............c. .. vvov 255 549 735 23 15 23 25 73 27 15 35
17 Public utility . .................. ..... 5,171 6,230 5,486 438 405 604 449 743 547 731 401
18 Communication ................ ..... 303 567 1,778 7 85 95 58 2 3 3 30
19 Real estate and financial ........ ..... 1,293 3,089 4,371 412 318 S80 292 104 am 394 975
1. Figures, which represent gross proceeds of issucs maturing in more than onc 1933, employee stock plans, investment companies other than closed-end, intra-
year, sold for cash in the United States, are principal amount or number of units corporate transactions, and sales to foreigners.

multiplied by offering price. Excludes offerings of less than $100,000, secondary
offerings, undefined or exempted issues as dcfined in the Securitics Act of SOURCE. Securities and Exchange Commission.



1.48 OPEN-END INVESTMENT COMPANILS

Millions of dollars

Net Sales and Asset Position

Corporate Finance
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1981 1982
Item 1980 1981
Nov. Dee Jan. Ieb. Mar Ap1 May” June
INVESIMENT COMPANIES!
1 Sales of own shares? . 15.260 20,596 2,140 3032 2,049 2,049 3,325 2,754 2,345 3,062
2 Redemptions of own sha 12,012 15,866 1,128 1,769 1,475 1,456 2,050 2,293 1,854 2,036
3 Netsales ....... . .. 3.254 4,730 604 71 1,557 593 1,269 461 491 1,026
4 Assetst. .o 58.400 55,207 57,408 55,207 54,347 52,695 53,001 56,026 54,889 54,146
5 Cash position™ ...... ... .. ... ... 5321 5,277 0,269 5277 5.424 5,540 5,752 6,083 5,992 6,208
6 Other ... coovvii i 53,079 49,930 51,139 49930 48,923 47,155 47,249 49 0943 48,896 47,848

1. Excluding money market funds,

2. Includes reinvestment of investinent income dividends. Lxcludes reinvestment
of capital gains distributions and share 1ssue ot conversions from one tund to anothes
in the same group.

3. Excludes share redemption resulting trom conversions trom one tund to an-
other in the same group.

4. Market value at end of period, less cutrent Habilities,

5. Ao meludes all V.S, government securities and other short-term debt se-
curtics

Nour- Investment Company Institute data based on reports of members, which
comprise substantially all open-end mvestment companics tegistered with the Se-
cunties and Exchange Commission. Data retlect newly formed companies after
their indtial offering of sceumnties

1.49 CORPORATEL PROFITS AND THEIR DISTRIBUTION

Billions of dollars; quarterly data are at scasonally adjusted annual rates.

1980 1981 1982
Account 19797 19807 19817
Q37 Q47 Q1 Q2 Q3 4 orr
1 Corporate profits with inventory valuation and

capital consumption adjustment .. ............ 194.8 181.0 190.6 177.8 181.2 200.3 185.1 193.1 183.9 157.1
2 Profits before tax.................. 252.7 242.4 232.1 238 1 245.9 253.1 225.4 2333 216.5 171.6
3 Profits tax lability . 87.6 84.6 81.2 82.2 87.8 918 792 §2.4 71.6 55.8
4 Profits after tax ... 165.1 157.8 150.9 155.9 158.1 161.6 146.2 150.8 144.9 115.9
5 Dividends ...... 52.7 58.1 65.1 58.7 59.6 61.5 64.0 66.8 68.1 68.8
6 Undistributed profit 112.4 99.7 85.8 97.3 98.5 100.1 82.2 84.1 76.9 47.0
7 Inventory valuation................... .. ..., —43.1 -43.0 -24.6 —-41.1 ~45.5 —35.§ -22.8 -23.0 - 17.1 -4.4
8 Capital consumption adjustment ............. - 148 —-17.8 -16.8 - 19.3 ~19.2 -17.3 -17.5 17.1 -15.5 -10.t

SOURCL, Survey of Current Business (U.S. Department of Commerce).
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1.50 NONFINANCIAL CORPORATIONS Current Assets and Liabilitics

Billions of dollars, cxcept for ratio

1980 1981
Account 1975 1976 1977 1978 1979
Q4 Q1 Q2 Q3 Q4
I Currentassets. ...................ccovviiinonns 759.0 826.8 902.1 | 1,030.0| 1,200.9| 11,2806 1,328.2| 01,3174 1,349.2( 1,361.4
2Cash, ... e e 82.1 88.2 95.8 104 5 116.1 121.0 120.5 L18.5 118.3 124.5
3 U.S. government seeur . . 19.0 23.4 17.6 163 15.6 17.3 17.0 17.7 16.0 15.8
4 Notes and accounts receivable . . . 272.1 292.8 324.7 383 8 456.8 491.2 507.3 507.4 519.7 512.3
5 Inventories . .... .. ... ....... .. 3159 342.4 374.8 4269 S01.7 525.4 542.8 540.0 557.2
6 Other............ ... 0 e 6.9 80.1 89.2 95 110.8 126.7 133.6 133.7 138.1
7 Current liabilitles. ... ......... ................. 451.6 494.7 549.4 665.5 809.1 877.2 910.9 908.1 951.1 962.3
8 Notes and accounts payable ................. . 2642 281.9 313.2 3737 456.3 498.3 504.0 500.8 529.1 541.3
9 OHhEr ..o e e s I187.4 212.8 236.2 2917 352.8 378.9 406.9 407.2 422.0 421.0
10 Net working capital ............................. 307.4 332.2 3527 364.6 391.8 404.4 410.3 409.3 398.1 399.1
11 Memo: Currentratio ! L., oL o 1.681 1.672 1.642 1.548 1.484 1.461 1.450 1.451 1.419 1,415
1. Ratio of total current assets to total current liabilities. All data in this table reflect the most current benchmarks, Complete data are
available upon request from the Flow of Funds Section, Division of Research and
Notr, For a dcscrij)tiun of this series, see “Working Capital of Nonfinancial Statistics.
Corporations” in the July 1978 BuLLENN, pp. 533-37.

Sourct.. Federal Trade Commission.

1.51 TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment
Billions of dollars; quarterly data are at seasonally adjusted annual rates.

1981 1482,
Industry 1980 1981 1982
Q2! Q3 Q4 Ot Q2! 03! Q4!
1 Total nonfarm business.......................... 295.63 321.49 328.60 316.73 328.25 327.83 27,72 323,75 328.04 334,78
Manufacturin
2 Durable Fums industries .......... .. e 58.91 61.84 61.17 63.10 62.58 60.78 60.84 60.67 61.44 61.82
3 Nondurable goods industries...... ... .......... 56.90 64.95 66.12 62,40 67.53 66.14 67.48 65.02 67.11 65.19

Nonmanufacturing
Mining ... 13.51 16.86 17.24 16.80 17.55 16.81 17.60 16.33 16.71 18.29
Transportation

=

S Railroad. .. 4.25 4.24 4.66 438 4.18 4,18 4.56 4.61 4.92 4.55
6 Air.... 4.01 381 .84 3.29 3.34 4.82 3.20 3.39 4.12 4.66
7  Other.. 382 4.00 4.07 4.04 4.00 4.12 4.23 4.00 3.93 4.13
Public utilities
8 Electric........o. o 28.12 29.74 31.30 29.32 30.54 31.14 30,95 31.90 30.65 31.67
9 Gas and other 7.32 8.65 8.25 8.53 9.01 8.60 9.17 8.13 7.60 8.38
10 Trade and services. .. .. .. 81.79 86.33 88,79 85.48 87.55 88.33 87.80 87.62 88.07 91.16
{1 Communication and other? . .................... 36.99 41.06 43.15 39.02 41.89 42.92 41.89 42.08 43.48 44.94
1. An[((_lpdl(.d by business. SoURCL. Survey of Current RBusiness (U .S, Dept. of Cammerce).

2. “Other” consists of construction; social services and membership organiza-
tions; and forestry, fisheries, and dLl’lLUllllhll services,



Corporate Finance A39

1.52 DOMESTIC FINANCE COMPANIES Asscts and Liabilities
Billions of dollars, end of period

1981 1982
Account 1976 1977 1978 1979 1980
1 Q2 Q3 Q4 o1
ASSEIS
Accounts receivable, gross
| Consumer .......... 38.6 44,0 52.6 65.7 73.6 76.1 79.0 84.5 85.5 85,1
2 Business. .. RPN . o 447 55.2 63.3 70.3 7.3 7.7 78.2 76.9 80.6 80.9
3 Total............. o 83.4 99,2 116.0 136.0 145.9 148.7 157.2 161.3 166.1 166.0
4 Liss: Reserves for uncarned income and lc 10.5 12.7 15.6 20.0 23.3 24.3 25.7 21.7 28.9 29.1
5 Accounts receivable, net 729 86.5 100.4 116.0 122.6 1245 131.4 133.6 137.2 136.9
6 Cash and bank deposits .. 2.6 2.6 3.5
7 Securities........... - 1.1 9 1.3 24,91 27.5 0.8 316 34.5 342 3540
8 Allother .......... ... ... 12.6 143 17.3
O Total @8S€ts .. ...\ ..oii 89.2 104.3 122.4 140.9 150.1 155.3 163.0 168.1 171.4 171.9
LIABILITIES
10 Bank loans ... L L . 6.3 5.9 6.5 85 132 13.1 14.4 14.7 15.4 15.4
11 Commercial paper....................., R 23.7 29.6 34.5 43.3 434 44.2 49.0 51.2 51.2 46.2
Debt
12 Short-term, mec. ool 5.4 6.2 8.1 82 7.5 8.2 8.5 11.9 9.6 9.0
13 Long-term, nec. 32.3 36.0 43.6 46.7 52.4 51.6 52.6 50.7 54.8 59.0
14 Other 8.1 1.5 12.6 14.2 14.3 173 17.0 17.1 17.8 19.0
15 Capital, surplus, and undivided profits........ ... 13.4 15.1 17.2 19.9 19.4 209 215 2.4 22.8 23.3
16 Total liabilities and capital . .......... ..... .. .. 89.2 104.3 122.4 140.9 150.1 155.3 163.9 168.1 171.4 1719

1. Beginning Q1 197Y, asset itcms on lines 6, 7, and B arc combined.

Note, Components may not add to totals due to 1ounding.

1.53 DOMESTIC FINANCE COMPANIES Business Credit

Millions of dollars, scasonally adjusted except as noted

Changes in accounts Extensions Repayments
Accounts receivable
. recevable
Type ”‘m*y‘";‘{"g 1982 1982 1982
982!
Mar. Apr. May Mar. Apr. May Mar. Apr. May

DUTOtBL v e . 80,914 —418 120 S50 18,148 19,110 20,033 | 18,566 | 18,990 19,983
2 Retail automotive (commercial vehicles) ............. ... .. 12,065 34 100 362 962 935 1,235 928 835 873
3 Wholesale automotive ... ... ... .. . i . 12,246 - 634 il — 199 3,916 5,759 5,269 4,550 5,748 5,468
4 Retail paper on business, industrial, and farm cquipment .. .. 27,625 384 =23 ~74 1,538 1,181 1,503 9,634 9,174 1,577
5 Loans on commercial accounts receivable and fuctored com-

mercial accounts receivable 9,225 140 260 171 9,774 9,434 10,151 9,634 9,174 9,980
6 All other business credit ..., .. 19,753 —342 - 20 -210 1,958 1,801 1,875 2,300 1.821 2,085

1. Not seasonally adjusted.
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1.54 MORTGAGE MARKETS
Millions of dollars; exceptions noted.
1981 1982
Item 1979 1980 1981
Dec. Jan. Feb, Mar. Apr. May June
Terms and yields in primary and sccondary markets
PRIMARY MARKE 1S
Conventional mortgages on new homes
Terms!
1 Purchase price (thousands ot dollarsy ... 744 83.4 90.4 88.7 102.6 97.3 90.0 95.7 86.4" 89.4
2 Amount of loan (thousands of dullars) 53.3 59.2 65.3 64 4 71.3 71.1 65.4 70.4 64.87 66.2
3 Loan/price ratio (percent) e . 739 73.2 74.8 75.3 73.5 76.5 75.7 77.2 77.47 7.0
4 Maturity (years). . ..o 28.5 28.2 211 21.7 274 28.1 27.4 28.6 25.97 27.4
5 Fees and charges (percent of loan dmuum)~ oo 1.66 2.09 2.67 287 255 301 2.90 3.28 3.167 3.00
6 Contract rate (percent per annum) . 10.48 12.25 14.16 15.23 14.66 14.44 14.93 15.13 15117 14.74
Yield (percent (}L‘I annum)
7 FHILBB scries . 1077 12.65 14.74 15.87 15.25 15.12 15.67 15.84 15.89" 15.40
S HUD seriest .. oo t11s 13.95 16.52 17 00 17.30 17.20 16,80 16.65 16.50 16,75
SLCONDARY MARKE 1S
Yield (percent per annum)
9 FHA mortgages (HUD series)® ..o 10 927 13.447 16.24 16.43 17.38 17.10 16.41 16.31 16.19 16.73
10 GNMA securities® ... oo 1022 12.55 15.29 15.51 16.19 16.21 15.54 15.40 15.30 15.84
FNMA auctions’
11 Government-underwritten loans . . ... ... 117 14.11 16.70 16 92 17.80 18.00 17.29 0.0 16.27 16.22
12 Conventional loans . P ]l.77J 14.43 16.64 16.95 17.33 17.91 17.09 16.66 16.33 16.73
Activity in secondary markets
FEDERAT NATIONAI MORIGAGL ASSOCIATION
Mortgage holdings (l end of p( rlml)
13 Total............. . 48,050 35,104 61,412 61,412 61,721 | 62,112 62,544 63,132 63,951 65,008
14 FHA/VA-insurcd. 33,073 37,365 39,977 39,977 39937 | 39926 39,893 39,834 39,8087 39,829
15 Conventional ........ ... ... oo o 14,377 17,725 21,435 21,435 21,784 | 22,185 22,654 23,298 24,143 25,179
Morigage transactions (dmmg period)
16 Purchases.. ... . .. oo 10,812 8,099 6,112 055 430 519 604 755 1,006 1,223
17 8ales ... o oo 0 0 2 0 0 0 0 0 0 0
Mortgage commutmentst
18 Contracted (dunng period) ... ... .. L. 10,179 8.083 9,331 1.272 813 1,202 1,881 2.482 1,550 1,583
19 Outstanding (end ()t1 period) . 6409 3,278 3,717 3. 717 3,536 3,857 4,990 6.586 70167 7,206
Auction of 4-month commitments to buy
Government-underwritten loans
20 Offered A 8.860.4 | 8,005.4 2,487.2 59.2 41.5 41.7 45.7 7.0 35.7 331
21 Accepted ... L 39209 | 4,002.0 1,478.0 27.0 0.8 23.4 29.6 0.0 7.4 74
Conventional loans
22 Offered ... oo oo 4.405.3 3,639.2 2.524.7 H4 4 3t.7 28.6 65.0 29.5 378 59.0
23 Aceepted. ..o e 2343 6 1,748.5 1,392.3 48.0 11.5 13.6 323 22.0 23.0 331
Frprrat HoMe LOAN MORIGAGE CORPORATION
Morigage holdings (end ufpuwd)’
24 Total. .. ..o 4,035 5.067 5.255 5,255 5,240 5,342 5,320 5274 5,279 5,295
25  FHA/VA .. 1.102 1,033 990 994 987 984 981 979 976 3
26 Conventional 2,933 4,034 4,265 4,265 4,253 4,358 4,339 4295 4,303 4,322
Mortgage transactions (r[mmg pumd)
27 Purchases. 5717 3,723 3,789 1.140 1,628 1,228 1,479 2,143 1,214 1,581
28 Sales ... . 4,544 2,527 3,53t 1,158 1,629 1115 1,564 2177 1,194 1,562
Mortgage comnutments'V
29 Contracted {during lpxrmd) 5,542 3 850 6,974 203 3280 563 2.523 2,824 2,692 3,166
30 Outstandmg (end of pennod) ... . oo 797 447 3,518 3,518 5,033 4,336 5,461 6,041 7,420 8,970

1. Weighted averages based on sample surveys of mortgages originated by major
mstitutional lender groups. Compiled by the Federal Home Foan Bank Board m
cooperation with the Federal Deposit Insurance ¢ urpnr‘\tmn

2. Includes all fees, commussions, discounts, and “points” paid (by the borrower
or the seller) to obtain a loan.

Avu‘d[.,(_ ettective interest rates on loans closed, assunnng prepayment at the
end ot 10 years.

4. Average contract rates on new commitments for conventional first mortgages,
rounded to the nearest 5 basis pomts; trom Department of Housing and Urban
Development.

S. Average gross yiclds on 30-year, minimum- dnwnparman Federal Housing
Administration-insured first mortgages tor immediate delivery in the private see-
ondary market. Any gaps in data are due to periods of adjustment to changes in
maximum permissible contract 1ates.

6. Average net yields to investors on Government National Mortgage Assoct-
ation  guaranteed, mortgage-backed, fully modificd  pass-thiough  sccuritics,

assuming prepayment in 12 years on pools of 30-year FHA/VA mortgages carrying
the prevailing ceiling rate. Monthly figures are unweighted averages of Monday
quolations for the month.

Average gross yields (before deduction of 38 basis points for mortgage ser-
vicing) on .lucp[cd bids in Federal National Mortgage Association’s auctions of
4-month commitments to purchase home mortgages, assumin ayment in 12
yeurs for 30-year mortgages. No adjustments are made for F %\‘RA/{) commitment
fees or stock related requirements. Monthly figures are unweighted averages for
auctions conducted within the month.

Includes some multifamily and nonprofit hospital loan commitments in ad-
dition to 1- to 4-family loan commitments accepted in FNMA's free market auction
system, and through the FNMA-GNMA tandem plans.

9. Includes participation as well as whole loans,
10, Includes conventional and government-underwritten loans.
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1.55 MORTGAGE DEBT OUTSTANDING
Millions of dollars, end of period
1981 1982
Type of holder, and type of property 1979 1980 198t b—  — ———— S —
02 [OX] 04 01 Q2

—— I S

L Allhelders.................. ... ... 1,326,3717 | 1,446,223" | 1,545,508" | 1,499,3247 [ 1,525,7687 | 1,545,508 | 1,562,1107 | 1,580,087
2 1-to 4- hmlly . . 879,689 961,4167 1 1,021,6637 9938627 [ 1,010,6977 | 1,021,663 | 1,031,391 1,042,881
3 Multifamily .. 28,4337 137,134" 1414577 139,388 140,376/ 141,457¢ 142,592 144,080
4 Commercial. . . . 235,572 255,655 280,565 268,562 27466067 280,5857 284,008 287,217
SFarm. .. ... 82,677 92,018 101,803 97,512 10002097 101,803 7 104,029 105,909
6 Major financial institutions ..... ........ e 938,567 997,168 1,044,019 1,023,793 1,036,880 1,044,019 1,045,045 1,045,008
7 Commercial banks' . ......... ... ... o0 L 245,187 263,030 280,626 273,225 281,126 286,620 291,426 295,120
8 L-to 4-family ............ 149,460 160,326 172,549 164,873 169,378 172,549 175,326 177,508
9 Multifamily ... 11,180 12,924 14,905 13,800 14,478 14,905 15,126 15,205
10 Commercial........o.o.ocos 0 L 75957 81,081 w717 86,091 1,836 90,747 92 499 93,923
i1 Farm.......... .. 8,590 8,699 8,455 8,461 8,434 8,455 8,475 8,490
12 Mutual s‘lvmgs banks . 98,908 99,865 99,0977 99,993 99,994 99,9977 97,4047 95,914
13 1- to 4-family ... .. 60,140 67,489 08,1877 08,035 08,116 08,1877 00,3837 05,318
14 Mlllmdmlly 10,557 16,058 15,‘){1[]' 15,909 15,939 15,9607 15,4487 15,102
1§ Commercial - 16,162 16,278 15 8107 15,999 15,909 158107 15,594 15,446
16 Farm..........oo 49 40 40 50 30 407 39 A8
17 Suviugs and loan assoctations 475,68% 503,192 518,350 515,256 SI8TT8 518,350 515,896 512,399
48 - to 4-family . . 394,345 419,763 432,978 430,702 433,750 432,978 430,928 427,907
19 Multitamily .. . N 37,579 38,142 37.084 38,077 37,978 37,084 37,506 36,851
20 Commercial. ......... ..o o o 43,764 45,287 47,688 46,477 47,053 47,088 47,462 47,041
21 Life insurance companies. ... 118,784 131,081 139,046 135,319 136,982 139,046 140,259 141,659
22 1- to 4-family 16,193 17,943 17,382 17,040 17,512 17,382 17_gx| 17,483
23 Multifamily .. 19,274 19,914 19,480 19,603 19,592 19,480 19,419 19.60%
24 Commercial. . 71,137 80,0066 89,089 85,038 86,742 89,089 90,555 91,498
25 Farm 12,180 12,958 13,08y 13,032 13,136 13,089 13.004 13.010
26 Federal and related agencies . ........... . .. 97,084 114,300 126,112 119,824 121,772 126,112 128,721 132,981
27 Government National Mortgage Association 3,852 4,642 4,765 4,972 4,382 4,765 4,438 4,668
28 I-to 4-family .......... ... 763 704 693 098 690 693 689 088
29 Multifamily -........... ... 3,089 3,938 4,072 4,274 3,086 4,072 3,749 3,983
30  Farmers Home Admmlslmtmn 1,274 3.492 2,235 2,002 1.562 2,235 2,469 2,780
31 1- to 4-family . 417 916 914 15t S00 04 A 818
32 Multifamily 7L 610 473 404 242 473 6l5 605
3 Commerciat . . Lo e 174 411 S06 357 325 SO0 499 S0
34 Farm.o..oooo oo 612 £,558 342 090 495 342 04t} 790
35  Federal Housing and Veterans Admmmstiation 5,355 5,040 5,999 5,895 6,005 5,999 (» U()i 9,960
36 1- to 4-family 1,955 2,051 2,289 2,072 2,240 2,289 2,210
37 Muttifamily .. 3,000 3,589 3,710 3,723 3,765 3,710 3,750
38 Federal National Mortgage Association ... ... ... 51,091 57,327 61,412 57,057 59,682 61,412 02,544 65,008
39 l-todfamily ........................ 45 488 51,778 55,980 52,181 54,227 55980 57,142 59,631
40 Multifamily ... 5,603 5,552 5,426 5,476 5,455 5,420 5,402 5,377
41 VYederalLand Banks ......... . .. ..o 31,277 38,131 46,440 42,681 44,708 40,440 47,947 4,270
42 1- to 4-family .. . 1,552 2,099 2,788 2,401 2,605 2,788 2,874 2,954
43 Farm......0 ..o 29,725 36,032 43,058 40,280 42,103 43,658 45,073 40,316
44 Federal Home Loan Mortgage (urpor.mun o 4,035 5,008 5,255 5,257 5,433 5,255 5,320 5,208
45 L-todfamily ....... .. ........... . 3,059 3,873 4.01%8 4,025 4,166 4,018 4,075 4,042
46 Multifamily . ... 976 1,195 1,237 1,232 1,267 1,237 1,245 1,253
47 Mortgage pools or trusts?, .o L . 118,064" 142.258 162,991 152,308 158,140 102,9907 172,292¢ 182,091
48  Government National M()rq.,agg Association ... .. . 75,787 93,874 105 79 100,558 103,750 105,790 108,592 111,459
49 1- to d-family ........... e 73,8537 91,602 103,007 98,057 101,068 103,007 1057017 108,487
50 Multifamily ............. ... 1,9347 2,272 2,783 2,501 2,082 2,783 2,891" 2,972
51 Federal Home Loan Mortgage Corporation 15,180 16,854 19,843 17,565 17,936 19,843 23,959 28,693
52 L-todfamily ........0 oo 12,149 13,471 15,888 14,118 14,401 15,888 18,995 22,637
53 Multifamily .. ....................0 .0 L 3,031 3,383 3,955 3,450 3,538 3,955 4,904 6,050
54 Federal National Mortgage Association® n.a. . 77 na i 717 2,786 4,550
55 I-todfamily ... n.a, n.d, 717 n.a n.a 77 2,780 4,550
56  Farmers Home Administration . 27,697 31,530 36,640 34,185 36,454 36,640 36,955 37,383
57 1- to 4-family 14,884 16,683 18,378 17,165 18,407 18,378 18,740 18,890
58 Multifamily .. 2,163 2,612 3,426 3,097 3,488 3,426 3,447 3472
59 Commercial 4328 5,27 0,161 5,750 0,040 6.tal 6,351 6371
60 Farm........ 6,322 6,964 8,675 8,173 8,519 8,675 8,417 8,650
61 Individual and otherst. . ... .. ... ... . 1720567 192,497 212,381 204,099 2089767 212,387 216,0527 219917
62 1-todfamily ... 99,4317 112,721 125,889 120,6417 1236317 125,8897 127,490 129,758
63 Multifamily . .. . L Lo .. 23.376" 27,3457 28,3407 27,782 28,272 28,3407 29,0437 29,720
64  Commercial.......... ... i 24,050 20,6001 30,614 28,850 29,761 W.614 31,138 31,828
65 Farm.o.... ..o oo 25,199 25,770 27,544 26,826 27,312 27,544 28,381 28,005

L. Includes loans held by nondeposit trust companies but not bank tiust de- Nott-, Based on data from vatious institutional and governmental souices, with

partments,

2. Outstanding prineipal balances of mortgages backing sccutities insured ot

guaranteed by the agency indicated.

3. Outstanding balances on FNMA’s issues ot scewrities backed by pools ot
conventional mortgages held in trust, The program was implemented by FNMA
in October 1981.

4. Other holders include mortgage companics, real cstate investment trusts, state
and local credit agencies, state and local retirement funds, noninsurcd pension
funds, credit unions, and U.S. agencies for which amounts are small o1 tor which
scparate data are not readily available,

some quarters estimated in pat by the Federal Reserve in conjunction with the
Federal Home Loan Bank Igu.ml and the Department ot Commerce Sepatation
of nonfarm mortgage debt by tylpu of property, 1l not reported directly, and -
terpolations and extrapolations when required, are estimated mainly by the Federal
Reserve. Multifamily debt refers to foans on structures ot tive or more units



A42

Domestic Financial Statistics (1 August 1982

1.56 CONSUMER INSTALLMENT CREDIT' Total Outstanding, and Net Change

Millions of dollars

1982
Holder, and type of credit 1979 1980 1981
Jan. Feb. Mar. Apr. May June
Amounts outstanding (end of period)
I T 312,024 | 313,472 333,375( 330,135| 327,435 327,131 328,363 | 329,338 | 331,85t
By major holder
2 Commercial banks......................0 Lo L 154,177 | 147,013 | 149300 | 148,162 | 146,922 146,454 146,616 | 146,147 146,775
3 Finance cOmPAamies. . ...........oouuuniiumrnernarioinin, 68,318 76,756 89,818 88,925 89,009 89,591 90,674 91,958 93,19
4 Credit unions .. ... 46,517 44,041 45,954 45,907 45,586 45,632 45,450 45,472 45,882
5 Retailers?, ...... 28,119 28,448 29,551 28,179 27,013 26,530 26,537 26,536 26,645
6 Savings and loans. ... K 9911 11,598 11,668 11,738 11,926 12,081 12,202 12,312
7 Gasoline companics. . 4.468 4,403 4,541 4,433 4,229 4,227 4,218 4,398
8 Mutual savings banks 2,835 2,751 2,753 2,73 2.769 2,778 2,805 2,830
By major type of credit
9 Automobile......... 116,362 ] 116,838 1 126,431 125,525 1 125294 125,559 126,201 127,220 ] 128,415
10 Commercial banks . 67,367 61,536 59,181 58,849 58,604 58,510 58,458 58,099 58,140
11 Indirectpaper................coiiiiii ool 38,338 35,233 35,097 35,029 34,920 34,888 34,920 34,791 34,903
12 Direct loans. .. 29,029 26,303 24,084 23,820 23,684 23,622 23,538 23,308 23,237
13 Creditunions ....... . o 22,244 21,060 21,975 21,953 21,799 21,821 21,733 21,744 21,940
14 Finance companies. .....................0. 26,751 34,242 45275 44,723 44 891 45,228 46,010 47,377 48,335
15 ReVOIVING. . ..ot 56,937 58,352 63,049 61,433 59,514 58,491 58,641 58,647 59,302
16 Commercial banks. 29,862 29,765 33,110 32,643 31,923 31,532 31,638 31,619 31,974
17  Retailers............ 23,346 24,119 25,536 24,249 23,158 22,730 22,776 22,810 22,930
18  Gasoline companies. . .. 3,729 4,468 4,403 4,541 4,433 4,229 4,227 4,218 4,398
19 Mobilehome...............ooiioii i 16,838 17,322 18,486 18,397 18,343 18,363 18,402 18,479 18,543
20 Commercial banks. .. 10,647 10,37t 16,300 10,206 10,111 10,037 9,974 9,960 9,924
21 Finance companies. ........... 3,390 3,745 4,494 4,481 4,506 4,548 4,608 4,666 4,731
22 Savings and loans.... .. . . . P 2,307 2,737 3,203 3,222 3,241 3,293 3,336 3,369 3,400
23 Credib UNIONS ... ..ottt 494 469 489 488 485 486 484 484 488
24 OtREL .ot e 121,887 | 120,960 125,409 124,780 | 124,284 | 124,718 | 125,119 | 124,992 125,591
25 Commercial banks. .. . .. 46,301 45,341 46,709 46,464 46,284 46,375 46,546 46,469 46,737
26  Finance companies. .. 38,177 38,769 40,049 39,721 39,612 39,815 40,056 39,915 39,943
27  Credit unions .. ... 23,779 22,512 23,490 23,466 23,302 23,326 23,233 23,244 23,454
28  Retailers. .. .. 4,773 4,329 4,015 3,930 3,855 3,800 3,761 3,726 3,715
29  Savings and loal . 6,117 7,174 8,395 8,446 8,497 8,633 8,745 8,833 8,912
30  Mutual savings banks .. ... 2,740 2,835 2,751 2,753 2,734 2,769 2,778 2,805 2,830
Net change (during period)’
B TotAl. . e 38,381 1,448 19,894 443 75 290 1,175 1,399 1,349
By major holder
32 Commercial banks. . ............ .. ... o 18,161 -7,163 2,284 10 —-171 166 96 —13 ~100
33 Finance companies. 14,020 8,438 13,062 —-597 307 673 544 1,126 874
34 Credit unions . 2,185 -2,475 1,913 689 —135 —-122 132 -39 38
35 Retailers?,...... 2,132 329 1,103 27 —124 171 181 68 304
36 Savings and loans. . 1,327 1,485 1,682 172 173 251 205 221 187
37 Gasoline companies. . . 509 739 —65 39 36 —150 -6 =20 38
38 Mutual savings banks ............ .. oL 47 95 -85 103 —11 1 23 56 8
By major type of credit
39 Automobile. ... 14,715 477 9,595 -121 —56 -28 233 959 655
40 Commercial banks . 6,857 -5,830| -2,355 103 — 180 —-248 ~159 —-305 -240
41 Indirect paper. .. 4488 -3,104 ~136 232 - 141 -130 2 —52 -52
42 Direct loans. 2,369 | 2,726 -2219 -129 -39 -118 - 161 —253 — 188
43 Credit unions .. ... 1,044 -1,184 914 345 -59 —55 54 -34 28
44 Finance COMPANIES. .. ... ooviiiieiirieri i, 6,814 7,491 11,033 - 569 183 275 338 1,298 867
45 Revolving. ... ..o 8,628 1,415 4,697 -196 — 155 307 499 537 507
46  Commercial banks. 5,521 -97 3,345 —276 -65 296 285 436 219
47 Retailers............ 2,598 773 1,417 41 —126 161 220 121 250
48  Gasoline companies 509 739 -65 39 36 - 150 -6 =20 38
49 Mobile home. . ... e 1,603 483 1,161 -26 - 15 51 70 67
50 Commercial banks. 1,102 =276 ~-74 ~74 - 110 -82 —48 —41 —58
51  Finance companies, 238 355 749 6 56 52 53 44 64
52 Savings and loans. . 240 430 466 30 14 47 43 67 60
53 Creditunions ............ i e 23 —25 20 12 -4 -2 3 0 1
54 Other ... oo e 13,435 -927 4,441 786 330 696 392 - 167 120
55  Commercial banks. .. 4,681 - 960 1,368 257 184 200 18 -103 ~21
56  Finance companies. . . 6,968 592 1,280 -34 68 346 153 -216 -57
57  Credit unions .. ... 1,118 - 1,266 975 332 =72 —65 75 -5 9
58 Retailers.......... — 466 —444 -314 - 14 2 10 -39 -53 54
59  Savings and loans. .. ... .. 1.087 1,056 1.217 142 159 204 162 154 127
60  Mutual savings banks ... ... ... ...l 47 9 -85 103 -1 23 56 8

1. The Board's series cover most short- and intermediate-term credit extended
to individuals through regular business channels, usually to finance the purchase
of consumer goods and services or to refinance debts incurred for such purposes,
and scheduled to be repaid (or with the option of repayment) in two or more
installments.

2. Includes auto dealers and excludes 30-day charge credit held by travel and
entertainment companies.

3. Net change cquals extensions minus liquidations (repayments, charge-offs and
other credit); figures for all months are seasonally adjusted.

NoOTE: Total consumer noninstallment credit outstanding—credit scheduled to
be repaid in a lump sum, including single-payment loans, charge accounts, and
service credit—amounted to, not seasonally adjusted $71.3 billion at the end of
1979, $74.8 billion at the end of 1980, and $80.2 billion at the end of 1981.
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1.57 CONSUMER INSTALLMENT CREDIT Extensions and Liquidations
Millions of dollars; monthly data are scasonally adjusted.
1982
Holder, and type of credit 1979 1980 1981
Jan. keb. Mar. Apr. May June
L
Extensions
R T O 324,777 | 306,076 | 336,341 26,888 27,150 27,462 28,648 29,197 29,737
By major holder
2 Commercial banks .......0 . oo oo e 154,733 134,960 146,186 11,775 12,431 12,519 12,790 12,765 13,460
3 Finance companics. 61,518 60,801 66,344 4,433 4,857 5.002 5,343 6,135 5,700
4 Credit unions ... . - 34,926 29,594 35,444 3,326 2,095 2,631 3,010 2,902 2,887
5 Retailers! ... 47,676 49,942 53,430 4,385 4,254 4,536 4,618 4.449 4,762
6 Savings and loans . . 5.901 6,621 8,142 716 754 78RR 823 841 785
7 Gasoline companies. ... 18,005 22,253 24,902 2,000 2,007 1,835 1.915 1,880 1,969
8 Mutual savings banks ... .. .......... 2,018 1,905 1,893 253 152 151 185 225 174
By mayor type of credit
9 Automobile. ... 93,901 83,454 94,404 7.474 7,283 7,183 7.871 8,429 8,182
10 Commercial banks . 53,554 41,109 42.792 3.696 3,418 3,393 3,499 3,317 3,404
11 Indirect paper. .. 29,623 22,558 24 941 2,293 1,875 1.875 2,079 1,954 2,036
12 Direct loans, 23,934 18,551 17.851 1,403 1,540 1,518 1,420 1.363 1,368
13 Credit unions . .. 17,397 15,294 18.084 1,702 1,363 1,420 1,542 1,483 1,497
14 Finance companics. . .......o.ooiiiiii i e 22,950 27,051 33.527 2,076 2,505 2,370 2,830 3.629 3,281
1S Revolving. . ... 120,174 | 128,068 140,135 11,070 11,730 12,143 12,416 12,528 13,361
16 Commercial banks . 61,048 61,593 67,370 5,135 5,928 6,235 6,309 6,604 7,141
17 Retailers, ......... 41,121 44,222 47,863 3,935 3,795 4,073 4,192 4,044 4,251
18 Gasoline companics. ... i Lo 18,005 22,253 24,902 2,000 2,007 1,835 1,915 1,880 1,969
19 Mobilchome. ............... ..o L i 6,471 5,093 6,028 434 364 411 544 478 459
20 Commercial bank . 4,542 2,937 3,106 188 136 156 253 201 180
21 Finance companies. 797 898 1,313 99 117 120 122 114 129
22 Savings and [oans. . . .. 948 1,146 1,432 122 102 126 151 151 137
23 Creditunions ....... ... e 184 113 176 25 4 9 18 12 13
24 OthEr .. v e 104,231 84,461 95,774 7,910 1,773 7.725 7,453 7,762 7,735
25  Commercial banks . N 35,589 29,321 32,918 2,756 2,952 2,735 2,729 2,643 2,735
26 Finance companics. 37,771 32,852 31,504 2,258 2,235 2,512 2,391 2,392 2,290
27 Credit unions .. ... 17,345 14,187 17,182 1,599 1,323 1,202 1,450 1,407 1,377
28 Retailers, .. ... 6,555 5,720 5,567 450 459 463 426 405 S1
29  Savings and loans. . .. 4,953 5.476 6,710 594 652 662 672 690) 648
30 Mutual savings banks ... oo 2,018 1,905 1,893 253 152 151 185 225 174
Liquidations
3L Total ... e e 286,396 | 304,628 | 316,447 26,445 27,075 26,472 27,509 27,798 28,388
By major holder
32 Commercial banks. ... 136,572 1 142,123 143,902 11,765 12,602 12,353 12,694 12,778 13,560
33 Finance companies. . . 47,498 52,363 53,282 5,130 4.550 4329 4,799 5,009 4,826
34 Credit unions . .. .. 32,741 32,069 33,531 2,637 2,830 2,753 2,878 2,941 2,849
35 Retailers! ... .. 45,544 49,613 52,327 4,358 4,378 4,365 4,437 4,381 4,458
36 Savings and loans. ... 4,574 5,136 6,640 544 581 537 618 620 598
37 Gasoline companies. . . 17,496 21,514 24,967 1,961 1,971 1,985 1,921 1,900 1,931
38 Mutual savings banks ....... ... oo 1,971 1,810 1,978 150 163 150 162 169 166
By major type of credit
39 Automobile. .. ... ..o 79,186 82,977 84,809 7,595 7,339 7,211 7,638 7,470 7,527
40  Commercial banks . 46,697 46,939 45,147 3,593 3,595 3,641 3,658 3,622 3,644
41 Indirect paper. .. 25,135 25,662 25,077 2,061 2,016 2,008 2,077 2,006 2,088
42 Direct loans. . . 21,562 21,277 20.070 1,532 1,579 1,636 1,581 1,616 1,556
43 Credit unions ... 16,353 16,478 17,169 1,357 1,422 1,475 1,488 1,517 1,469
44 Finance COmpamies. «.....oo.voiviiiiiiiiiii oo 16,136 19,560 22,494 2,645 2,322 2,095 2,492 2,331 2,414
45 Revolving............. 111,546 | 126,653 135,438 11,266 11,885 11,836 11,917 11,991 12,854
46  Commercial banks . 55,527 61,690 64.028 5411 5,993 5,939 6,024 6,168 6,922
47  Retailers.......... . 38,523 43,449 46,446 3,894 3,921 3,912 3972 3,923 4,001
48 Gasoline COMPAnIes. . ...\ o ivvriiiiiiiiiaiie s 17,496 21,514 24,967 1,961 1,971 1,985 1,921 1,900 1,931
49 Mobile home. ... ... ... ... .o i 4,868 4,610 4,867 460 408 396 493 408 392
50  Commercial banks . . 3,440 3,213 3,180 262 246 238 301 242 238
51  Finance companies. 559 543 564 93 6t 68 [ 70 65
52 Savings and loans. . .. 708 716 966 92 83 79 108 84 77
53 Creditunions ... i 161 138 156 13 13 " i5 12 12
S Other ..t e 93,796 90,388 91,333 7,124 7,443 7.029 7,461 7,929 7,615
55  Commercial bank: 30,908 30,281 31,550 2,499 2,768 2,535 2,711 2,746 2,756
56  Finance companies. . 30,803 32,260 30,224 2,292 2,167 2,166 2,238 2,608 2,347
57 Credit unions ... 16,227 15,453 16,207 1,267 1,395 1,267 1,375 1,412 1,368
58  Retailers. ... ... Lo . 7,021 6,164 5,881 464 457 453 405 458 457
59 Savingsandloans...................... . 3,866 4,420 5,493 452 493 458 510 536 521
60 Mutual savings banks .. ... o o 1971 1410 1,978 150 163 150 162 169 166

entertainment companies.

1. Includes auto dealers and excludes 30-day charge credit held by travet and
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1.58 FUNDS RAISED IN U.S. CREDIT MARKETS

Billions of dollars; half-yearly data are at scasonally adjusted annual rates.

1979 1980 1981
‘Transaction category, scctor 1976 1977 1978 1979 1980 1981
HI H2 m H2 Hi H2
Noufinancial sectors
1 Total funds raised .............................. 273.6 | 336.6| 3956 38701 371.9| 3760 385.0| 389.0| 339.0| 404.9| 418.4| 3336
2 Excluding equities ... ............. 262.8 | 33350 3963 | 394.0| 357.0| 3874 3947} 393.3| 330.1) 383.8| 41691 3580
By sector and instrument
3 US. government .. ....... ... .o 69.0 56.8 53.7 37.4 79.2 87.4 30.0 44.7 66.5 91.9 86.1 88.6
4 Treasury securities........... 69.1 57.6 55.1 38.8 79.8 87.8 R.3 452 67.2 92.4 86.7 89.0
5 Agency issucs and mortgages . -1 -4 - 1.4 —1.4 —.6 -.5 -2.3 =.5 -6 —.6 .5 —.4
6 All other nonfinancial sectors . 20461 27991 342.0( 3496] 29271 2886 3550 34431 27251 313.0) 3323 2449
7 Corporate equities....... . 10.8 kN -6 -71 150 —11.5 -9.8| -43 8.9 21.0 1.5] -245
8  Debtinstruments................... 193.8 | 27671 3426 3567 27781 3001 364.7| 348.6| 2636 292.0( 330.7{ 2694
9  Private domestic nonfinancial sectors | 185.0 | 266.0 [ 3087 328.6| 2634 | 2641 341.0] 316,11 2413 285.6( 297.1( 231.2
10 Corporate cquities. ......... ..., . 10.5 2.7 =1 -7.8 129 - 115 -9.6 —6.1 6.9 18.8 91 =238
1 Debt instruments. ... ....... 1745 263.2| 308.8] 3364 | 2506F 275.6| 350.6] 322.2| 2344 266.2| 2962 255.0
12 Debt capital instruments . 123.7 1722 1937 200.1 179.4 1 147.8 203.0| 197.2} 177.0| 1819 1711 124.5
13 State and local ubllga!mns. . 15.7 21.9 26.1 21.8 26.9 258 20.9 2.7 21.6 32.1 28.8 22.8
14 Corporate bonds . . ......... ... ... .. 2.8 210 20.1 212 30.4 20.2 21.7 20.7 353 25.6 228 17.6
Mortgages
s Home mortgages ..................... 64.0 96.3 108.5 113.7 81.7 62.2 117.6 1098 76.5 87.0 77.3 47.2
16 Multifamily residential 39 7.4 9.4 7.8 8.5 4.6 8.0 7.6 8.2 8.8 5.0 4.2
17 Commercial ......... 1.6 8.5 22.1 24.4 22.4 25.3 23.4 25.4 24.8 19.9 28.4 22.1
18 Farm..... ....... 5.7 7.1 7.5 1.3 9.5 9.8 11.6 11.0 10.6 8.4 &9 10.7
19 Other debt instruments 50.7 91.0 [ 115.1 136.3 711 12781 147.6( 125.0 57.4 849 1251 130.4
20 Consumer credit . .......... 25.4 40.2 47 6 46.3 2.3 253 50.9 41.6 - 5.1 9.7 29.5 211
21 Bank loansn.e.c........ 4.4 26.7 37.1 492 373 S0.1 §5.5 2.8 13.5 61.2 42.0 58.3
2 Open market paper o 4.0 2.9 5.2 1.1 6.6 19.2 8.0 14.2 2481 —11.6 16.0 22.3
23 Other ..ot 16.9 21.3 25.1 29.7 249 12 331 26.4 24.1 25.6 37.6 28.7
24 By borrowing sector . ... e 185.0 266 0 308.7 3286 263.4 264.1 341.0 316.1 241.3 285.6 297.1 231.2
25 State and local govunmcms . 15.2 17.3 20,9 18.4 25.3 23.1 17.9 18.9 19.7 30.9 20.2 20.0
26 Houscholds.................. 89.6 139.1 164.3 170.6 101.7 103.6 179.1 162.1 94.2 109.1 124.3 82.8
27 Farm.............. .. 10.2 123 15.0 20.8 14.5 16.4 21.2 20.4 17.9 1.1 22.7 10.0
28 Nonfarm noncorporate . P .. 57 12.7 153 14.0 15.8 13.8 13.5 14.5 11.0 20.6 16.1 1.6
29 Corporate .. ... e 64.3 K4.6 93.2 104.8 106.1 107.3 109.3 100.2 98.4 113.8 107.8 106.7
300 FOreigh. ..o oovneiiiniicii s 19.6 13.9 33.2 21.0 293 24.4 14.0 28.1 312 274 35.1 13.8
31 Corporate cquitics. ) 4 -5 -8 2.1 * -.2 L7 1.9 2.2 .6 -7
32 Debt instruments 19.3 13.5 33.8 20.3 27.2 24.5 14.1 26,4 29.2 252 34.5 14.4
33 Bonds. . . 8.6 5.1 42 39 8 5.6 2.8 4.9 2.0 -4 33 7.8
34 Bank l()dm n e . 5.6 3.1 19.1 2.3 1.5 8 2.1 2.4 6.1 17.0 5.7 4.1
35 Open market pdpcr ....... 1.9 24 6.6 11.2 10.1 13.9 6.1 16.3 15.7 4.5 20.6 7.1
36 U.S. government foans. . ..o 33 3.0 39 3.0 4.7 4.2 31 2.8 5.4 4.0 4.9 3.6
Financial scctors
37 Total funds raised ......................... ..., 234 51.4 76.8 84.3 66.7 88.6 87.8 80.8 59.8 73.5 92.6 84.6
By instrument
38 U.S. government related ....... ... ... 15.1 219 36.7 48.2 43.0 444 43.7 52.8 4.7 41.3 40.6 482
39 Sponsored credit agency securities 33 7.0 23.1 243 24.4 30.1 21.2 21.3 25.1 237 24.0 36.1
40 Mortgage pool sccurities ..., ... 12,2 16.1 13.6 24.0 18.6 14.3 22.5 25.5 19.6 17.6 16.5 12.1
41  Loans fgmm U.S. government . -.4 -1.2 () 0 0 0 0 0 1} 0 0 0
42 Private financial scctors ..., .. K2 29.5 40.1 36.0 237 4.2 44,1 28.0 15.2 2.2 52.0 36.4
43 Corporate equities. .. .. -.2 2.6 1.8 2.5 6.2 8.3 3.6 L4 7.1 5.2 9.7 7.0
44 Debt instruments. . .. 8.4 26.9 383 33.6 17.5 359 40.6 26.6 8.1 27.0 4.3 29.4
45 Corporate bonds .. 9.8 10.1 75 7.8 7.1 -8 8.2 7.5 10.1 4.2 -2.0 3
46 Mortgages........ 2.1 31 91 -1.2 -91 =29 3] -26 -5.8 40 =29 =29
47 Bank loans n.e.c....... -3.7 -3 2.8 - .4 ~.5 2.5 -1.4 6 * -9 4.6 3
48 Open market paper and RPs ........ 2.2 9.6 14.6 18.2 4.6 20.9 254 10.9 -.8 10.1 24.6 17.3
49 Loans from Federal Home Loan Bank: =20 43 12.5 9.2 7.4 16.2 8.2 10.1 4.6 9.6 18.0 14,5
By sector
50 Sponsored credit agencies .. ... i 2.9 5.8 231 24.3 24.4 30.1 21.2 27.3 25.1 237 24.0 36,1
51 Mortgage pools ........... 12.2 16.1 13.6 24.0 18.6 14.3 22.5 25.5 19.6 17.6 16.5 121
52 Private fmancnal sectors 8.2 29.5 40.1 36.0 23.7 44.2 44,1 28.0 15.2 32.2 52.0 36.4
53 Commercial banks. .. 23 1.1 1.3 1.6 5 4 1.3 1.8 8 3 2 .5
54  Bank affiliates .............. 5.4 2.0 7.2 6.5 6.9 8.3 8.0 4.9 5.8 8.0 6.9 9.7
55 Savings and loan associations . 1 9.9 14.3 11.4 6.9 13.1 1.1 17 1.4 15.2 17.2 8.9
56  Other insurance companies . .9 1.4 8 9 9 9 9 9 9 9 .9 9
57  Finance comparnies . ... 4.3 16.9 18.1 16.8 5.8 14.4 22.7 10.9 5.2 6.3 18.3 10.6
58 REITS .......oovvinnn. -22 -23| -11 -4 -17 ~.7 -.6 -2 -14 -2.0 -8 ~-.5
59 Open-end investment comp: ~2.4 4 -5 - .6 4.4 7.8 7 -19 53 34 9.3 6.3
All sectors
60 Total funds raised, by instrument. ,............... 297.0( 388.01 472.5! 4713} 4386 464.6] 47281 4697 19881 478.4]| 5110 418.2
61 Investment company shares..............ooooii.s -2.4 4 —-.5 ~.6 4.4 7.8 a1 -19 5.3 3.4 9.3 6.3
62 Other corporate equities . 13.1 5.3 L7 -4.0 1681 -11.0] —-69 -1.0 10.7 2.8 19| -23.8
63 Debt instruments. ... .. 286.4 ) 3823 471.3| 4758 417.5| 467.7| 479.0] 472.6| 382.9| 452.1| 499.8| 4356
64 U.S. government secu . 84.6 79.9 90.5 857 1223 1319 73.8 97.6| 1113 1332} 1268 1369
65  State and local obligations. . 15.7 21.9 26.1 21.8 26,9 258 20.9 227 21.6 2.1 28.8 228
66  Corporate and foreign bonds . 41,2 36.1 3.8 32.8 38.4 249 2.6 33.0 47.4 29.5 24,1 25.7
67  Mortgages . ......oovaei..s 87.2| 132.3| 14831 1559| 121.1 9B 1606 1511 142 | 1280 116.6 81,1
68  Consumer credit. . 25.4 40.2 47.6 46.3 2.3 253 50.9 416 -51 9.7 29.5 21.1
69 Bank loansn.e.c........... 6.2 29.5 59.0 51.0 484 53.4 56.2 45.8 19.6 712 52.3 54.5
70 Open market paper and RPs, .. 8.1 15.0 26.4 40.5 21.4 54.0 39.5 41.5 39.7 3.1 61.3 46.7
71 Otherloans.......... «.ooviviiiiieiiren. 17.8 274 41.5 41.9 36.7 53.7 444 39.3 34.1 39.3 60.5 46.8




1.59 DIRECT AND INDIRECT SOURCES OF FUNDS TO CREDIT MARKETS

Billions of dollars, except as noted; half-ycarly data are at scasonally adjusted annual rates

Flow of Funds

A45

1979 1980 1981
Transaction category, or sector 1976 1977 1978 1979 1980 1981
H1 2 341 12 Hi £12
1 Total funds advanced in credit markets to nonfi-
nancial sectors .................... .. L. 262.8| 33351 396.3| 394.0| 3570 387.4 39471 393.3| 330.1 383.8 416.9 358.0
By public agencies and foreign
2 Total net advances. ........... ... Lo 49.8 79.2 101.9 74.0 921 91.2 49.6 98.5 102.9 81.3 103.6 78.8
3 U.S. government securitics . 23.1 349 6.1 —62 156 17.2 | --27.1 14.7 232 8.0 24.3 10.1
4 Residential mortgages. ......... 12.3 20.0 25.7 36.7 3L 227 35.7 378 333 28,9 20.8 24.6
5 FHLB advances to savings and loan . -2.0 43 12.5 9.2 71 16.2 82 10.1 4.6 9.6 18.0 14.5
6  Other loans and securities . .................. 16.4 201 276 343 382 350 2.8 35.8 41.7 34.8 40.5 29.6
Total advanced, by sectar
7 U.S.government ........ooiiiiiiii 7.9 10.0 17.1 19.0 237 24,1 19.8 8.3 25.4 22.1 21.7 20.5
8 Sponsored credit agencics 16.8 22.4 39.9 53.4 43 8 45.3 478 58.9 42.4 452 4.2 48.3
9 Monctary authoritics. . . 9.8 7.1 7.0 77 4.5 9.2 =Y 16.2 12.1 -3 =13 25.6
10 Foreign 15.2 39.6 380 - 6.1 20.0 126 [ —-17.2 5.1 23.0 17.0 40.9 -15.7
11 Agency borrowing not mcluded in line 1........ 15.1 21.9 36.7 48.2 43.0 44.4 43.7 52.8 44.7 41.3 40.6 48.2
Private domestic funds advanced
12 Total net advances. ................... ... .. 228.1 | 276.2| 3310 3682| 3079 340.6 38891 347.6( 2719 3438 353.8 R21s
13 U.S. government securitie 61.5 45.1 54.3 91.91 1067 114.7 101.0 82.9 88.1 | 125.3 102.6 126.8
14 State and local obligations. . 15.7 21.9 26.1 21.8 26.9 25.8 20.9 22.7 216 321 288 22.8
15 Corporate and foreign bonds 30.5 22.2 22.4 24.0 26,2 21.0 24.0 24.0 32.5 199 19.6 22.5
16 Residential mortgages . 55.5 83.7 92.1 84.6 59.1 44.0 89.8 79.5 51.2 66.9 61.4 26.6
17 Other mortgages and loans . .......... .. 62.9] 107.7] 148.6] 1551 96.2 151.4 161.41 1487 83.1] 109.3 159.5 143.2
18 Less: Federal Home Loan Bank advances. .. .. =20 4.3 12.5 9.2 7.1 16.2 8.2 10.1 4.6 9.6 18.0 14.5
Private financial intermediation
19 Credit market funds advanced by private finan-
cial institutions. .......... . 1914 2609 302.4| 2925( 2703 302.5 3691 268.0| 2461 294.4 318.9 286.2
20 Commercial banking. 59.6 87.0 128.7 121.1 99.7 99.8 130.3 112.0 S8.5 140.9 101.6 98.0
21 Savings institutions ........ 70.5 82.0 73.5 55.9 58.4 24.1 59.6 52.2 35.5 81.3 38.4 9.8
22 Insurance and pension fund 49.7 67.8 75.0 66.4 79.8 81.9 72.3 60.5 89.2 70.3 79.3 84.5
23 Otherfinance ...............ooovn oL 1.6 23.4 25.2 49.0 2.4 96,7 54.8 433 62.8 1.9 99.5 939
24 Sources of funds. ... ... . 1914 2609 30247 2925 2703 302.5 316,91 268.0 1 240.1 294.4 318.9 286.2
25 Private domestic deposits. . . 124.4 138.9 140.8 143.2 171.1 204.8 1351 t51.2 158.7 183.6 203.6 206.1
26 Credit market borrowing 8.4 269 383 33.6 7.5 35.9 40.6 26.6 8.1 27.0 42.3 29.4
27 Othersources......... ... 58.5 95.1( 123.2| 1157 81.6 61.8 141.2 90.3 79.4 83.8 73.0 50.7
28 Foreign funds .. - 4.7 1.2 6.3 2561 223 —104 45.6 5.6| -22.8 219 -6.5 -14.4
29 Treasury balances . ... ... N 43 6.8 40 =26 -11 50| -42 -23] --28 108 - 13.0
30 Insurance and pension reserve 343 S0.1 62.2 47.8 04.1 714 52.3 43.4 70.0 58.1 62.7 §0.1
31 Other, net 29.0 39.5 48.0 41.9 424 2.0 38.4 45.4 4.5 50.4 6.0 1.9
Private domestic nonfinancial investors
32 Direct lending in credit markets........... 45.1 422 67.0 109.3 55t 74.0 125 106.1 339 76.4 77.3 70.7
33 U.S. government securitie: 16.4 24.1 35.6 62.8 32.6 44.8 700 54.5 19.3 45.8 37.1 52.4
34 State and local obligations. . 3.3 -8 1.4 1.4 3.1 15.5 2.6 2 - 1.8 79 20.6 10.5
35 Corporate and foreign bonds . 11.8 381 -29 10.3 3.0 -10.4 4.6 16.0 4.8 2.3 10.2 - 1.6
36 Commercial paper.......... 1.9 9.6 165 1147 -238 43 11.4 114 —45 31 4.9 3.8
37 OHher .. ovviiiiiiiii 1.7 13.2 16.4 23.5 19.7 19.7 22.9 24.0 16.0 233 24.8 14.6
38 Deposits and currency ... 133.4 | 148.5] 152,17 152.6| 1823 213.7 14931 1559 | t67.6| 197.1 209.5 217.9
39 UCTENCY .« v . 7.3 8.3 9.3 7.9 10.3 9.5 9.0 6.9 8.5 12,1 4.7 14.3
40  Checkable deposits ....... . ... 10.4 17.2 16.3 19.2 4.2 16.9 16.6 219 - LS 9.9 2R.9 49
4] Small time and savings accounts. . 123.7 93.5 63.5 61.7 80.9 407 66.5 56.9 66.7 95.2 4.6 66.8
42 Money market fund shares .. . * 2 6.9 344 29.2 107.5 30.2 8.6 619 -34 104.1 110.8
43 Large time deposits....... .. ~12.0 25.8 46.6 21.2 503 36.8 33 39.1 26.3 74.2 48.3 25.3
44  Security RPs............... R 2.3 2.2 7.5 6.6 6.5 3 18.5 -5.3 5.3 7.8 7.7 - 1.7
45 Foreign deposits. ..o oo 1.7 1.3 2.0 1.5 9 521 -23 4 1.3 12 -2.5
46 Total of credit market instruments, deposits and
CUIFEIICY. ..ottty 178.5 190.7 § 219.1 261.9 | 2375 287.7 261.8 | 262.0| 2015| 2734 286.8 288.6
47 Public support rate (in percent) 19.0 23.7 257 18.8 25.8 23.5 12.6 25.0 3.2 21.2 249 22.0
48 Private financial intermediation (in percent}). 83.9 94.4 91.3 79.4 87.8 88.8 81.5 77.1 90.5 85.6 90.1 87.4
49  Total foreign funds .................. ..., . 10.5 40.8 44.3 19.5 -23 22 28.4 10.7 2 4.8 34.5 -30.1
MeMo: Corporate equities not included above
50 Total net isSues...............covvvevaiuiri.os 10.6 5.7 12| -46 211 =31 -62| -29 16.0 26.3 11,2 -17.5
51 Mutual fund share; . —2.4 4 —.5 -.6 4.4 7.8 T -19 53 3.4 9.3 6.3
52 Otherequities.........oovvv e iiiiinin. 13.1 5.3 1.7 -4.0 168 —1L0 -69Y9] -10 10.7 228 L9 -238
53 Acquisitions by financial institutions............ 12.5 7.4 4.5 10.6 17.7 22.4 7.1 14.0 10.5 24.9 26.4 18.4
54 Other net purchases ..., . 191 - 16] 34} —151 341 =255 ) —134) -169 5.5 t4) —152 -35%

NOTES BY LINE NUMBER.
1. Line 2 of table 1,58.

2.
. Includes farm and commercial mortgages.
. Credit market funds raised by federally spansored credit agencies, and net

Sum of lines 3-6 or 7-10.

issues of federally related mortgage pool securities.

of lines 27, 32, and 38 less lines 39 and 45,

. Includes farm and commercial mortgages.
. Line 38 less lines 39 and 45,

. Excludes cquity issucs and investment compuny shares. Includes line 18,

. Foreign deposits at commercial banks, bank borrowings from foreign branches,

and liabilities of foreign banking agencies to foreign affiliates.

. Demand deposits at commercial banks,
. Excludes net investment of these reserves in corporate cquities.

. Line 1 less line 2 plus line 11. Also line 19 less line 26 plus line 32. Also sum

31. Mainly retained carnings and nct misccllaneous liabilities.
32. Line 2 less line 19 plus line 26.
33-37. Lines 13-17 less amounts acquired by private finance. Line 37 includes
mortgages.
39. Mainly an offset to hne 9.

46. Lines 32 plus 38, or line 12 less line 27 plus 39 and 45.

47. Line 2/line 1.

48. Line 19/line 12,
49. Sum of lines 10 and 28,
50, 52. Includes issues by financial institutions.

Not.

for flows and for amounts outstanding, may be obtained from
Section, Division of Research and Statistics, Board of Governors of the Federal
Reserve System, Washington, D.C. 20551.

Full statements for sectors and transaction types quarterly, and annually

low of Funds
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2.10 NONFINANCIAL BUSINESS ACTIVITY Seclected Measures
1967 = 100; monthly and quarterly data are scasonally adjusted. Exceptions noted.

1981 1982
Measure 979 1980 1981
Nov Dec. Jan. Feb. Mar Apr. May’ | Junc? | July®
1 Industelal production!. ... ... ... . ... ..., 152.5 147.0 151.0 146.3 1434 140.7 1429 141.7 140.2 139.2 138.2 138.1
Market groupings

2 Products, total ................ ... .. ... 150.0 146.7 150.6 147.5 146.2 142.9 144.6 143.7 142.9 142.2 141.1 141.0

3 Final, total ......... 1472 1453 149.5 147.2 146.3 142.8 144.1 143.3 142.6 142.3 141.1 140.9

4 Consumer goods .. 150.8 145.4 147.9 144.0 142.0 139.6 141.8 141.5 1421 143.5 143.7 144.5

5 Equipment .. 142.2 145.2 151.8 151.5 152.1 147.2 147.3 145.9 1434 140.6 137.6 136.0

6 Intermediate . .. 160.5 151.9 154.4 148.7 145.9 143.4 146.3 145.2 143.7 142.2 140.8 141.1

7 Materials ... 156.4 147.6 151.6 144.6 139.0 137.2 140.4 138.5 136.2 134.6 133.7 133.7

Industry groupings
8 Manufacturing ............. ... 153.6 146.7 150.4 145.0 142.0 138.5 140.9 140.1 138.7 137.8 1371 137.1
Capacity utilization (percent)!?

9 Manufacturing 85.7 79.1 78.5 74.8 73.1 71.1 72.2 71.6 70.8 70.2 69.7 69.5
10 Industrial materials industries 87.4 80.0 79.9 75.5 72.4 71.4 72.9 71.8 70.5 69.5 68.9 68.8
11 Construction contracts (1977 = 100)3....... 121.0 106.0 107.0 92.0 112.0 115.0 97.0 105.0 88.0 94.0 1180 ] n.a
12 Nonagricultural employment, total®. . ....... 136.5 137.6 139.1 138.3 137.7 137.5 137.5 137.2 136.9 137.0 136.6 136.5
13 Goods-producing, total ... ...... 113.5 1103 110.2 108.0 106.9 105.9 105.7 104.9 104.2 104.1 102.9 102.4
14 Manufacturing, total .. ............ 108.2 104.4 104.2 102.3 101.2 100.4 100.0 99.3 98.6 98.3 97.3 96.9
15 Manufacturing, production-worker . 105.3 99.4 98.5 95.9 94.3 93.2 92.9 92.1 91.2 90.9 89.9 89.6
16  Service-producing .................. 149.1 152.6 155.0 154.9 154.7 154.8 154.9 155.0 154.8 155.1 155.0 155.2
17 Personal income, total ............ 308.5 3429 386 396.7] 3964 3967 399.0( 3998| 4023] 4052| 406.6| n.a.
18 Wages and salary disbursements . 289.8 317.6 3499 359.3 358.4 359.6 362.2 361.3 362.2 365.2 365.7| n.a.
19 anufacturing ............... 249.0 264.3 288.1 290.4 286.9 286.1 289.0 286.4 286.3 287.8 288.2( n.a.
20 Disposable ‘Personal income 30011 3329] 3703 384.2( 383.8| 385.0| 386.5| 387.7| 391.8| 392.6| 393.8| na,
21 Retailsales® ..................... ... 281.6 3038 330.6 333.3 334.1 326.0 3349 333.5 337.4 347.1 3358 33%.0

Prices’
22 CONSUMET .\.iviviviiiiciniien 217.4 246.8 272.4 280.7 281.5 282.5 283.4 283.1 284.3 287.1 290.6 | n.a.
23 Producer finished goods ................ 2177 247.0 2698 274.7| 2754 2774 2774 2769 | 27649 277.7| 2799| na.

1. The industrial

groduction and capacity utilization series have been revised
back to January 1979.

2. Ratios of indexes of production to indexes of capacity. Based on data from
Federal Reserve, McGraw-Hill Economics Department, and Department of Com-
merce.

3. Index of dollar value of total construction contracts, including residential,
nonresidential, and heavy engineering, from McGraw-Hill Information Systems
Company, F. W, Dodge Division. .

4, %ased on data in Employment and Earnings (U.S. Department of Labor),
Series covers employees only, excluding personnel in the Armed Forces,

5. Based on data in Survey of Cur!en!%usiness (U.S. Department of Commerce).

6. Based on Bureau of Census data published in Survey of Current Business.

7. Data without seasonal adjustment, as published in Monthly Labor Review.
Seasonally adjusted data for changes in the price indexes may be obtained from
the Bureau of Labor Statistics, U.g. Department of Labor.

NOTE. Basic data (not index numbers) for series mentioned in notes 4, 5, and
6, and indexes for series mentioned in notes 3 and 7 may also be found in the
Survey of Current Business.

Figures for industrial production for the last two months are preliminary and
estimated, respectively.

2.11 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION

Seasonally adjusted

1981 1982 1981 1982 1981 1982
Series
Q3 Q4 Ql Q2 Q3 Q4 Ql Q2 Q3 Q4 Q1 Q2

Output (1967 = 100) Capacity (percent of 1967 output) Utilization rate (percent)
1 Manufacturing ......................... ..., 152.5 145.0 139.8 137.9 192.4 193.9 195.2 196.4 793 74.8 71.6 70.2
2 Primary processing . ... 155.8 143.5 137.1 132.1 196.3 197.5 198.6 199.5 79.4 2.7 69.1 66.3
3 Advanced processing ............ ..o 150.7 145.8 141.6 140.9 190.4 192.0 193.5 194.9 792 75.9 732 723
4 Materdals . ....................o 154.3 144.0 138.7 134.8 190.3 191.5 192.6 193.7 81.1 75.2 72.0 69.6
S Durable goods .................. . ol 152.8 140.2 130.9 127.1 194.2 195.3 196.4 197.3 78.7 71.8 66.7 64.4
6  Metal materials ., . 1142 99.5 9.9 76.7 141.9 142.1 142.3 142.4 80.5 70.1 63.9 539
7 Nondurable goods .. ........ 175.8 164.5 161.0 1576 211.2| 213.1| 2146 216.1 83.3 77.2 75.0 73.0
8  Textile, paper, and chemical. 182.8 169.4 164.5 160.9 221.7 2239 225.6 2273 82.5 75.7 72.9 70.8
9 Textile 115.5 106.8 101.3 102.7 141.0 141.6 142.1 142.4 81.8 75.4 71.3 72.1
10 Paper .. .. 152.2 147.0 146.1 142.1 161.9 162.8 163.8 164.6 94.1 90.3 89.2 86.3
11 Chemical ..... 22491 2062 2000 19431 281.0| 2844} 2873 289.6 80.0 72.5 69.6 67.1
12 Energy materials ............ .............. 131.6 127.9 129.8 125.5 155.0 155.8 156.5 157.0 849 82.1 82.9 79.9
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Previous cycle! Latest cycle? 1981 1982
Series
Eigh Low High Low July Nov. bPec Jan. Feb. Mar. Apt.” | May” | June’ July
Capacity utilization rate {pereent}
13 Manufacturing........... 88.0 09.0 §47.2 749 798 74.8 731 71.1 72.2 71.6 70.8 70.2 69.7 69.5
14 Primary processing...... 93.8 68.2 90.1 7140 &0.1 72.7 69.6 68.5 70.0 08.6 67.2 66.0 657 65.6
15 Advanced processing . ... 85.5 69 4 86.2 772 798 75.8 75.0 72.8 73.6 73.2 72.6 72.5 718 716
16 Materials ........... ..., 92.6 69.4 88.8 73.8 §1.9 75.5 72.4 7.4 72.9 71.8 70.5 09.5 08.9 O8.8
17 Durable goo. PP 91.5 63.6 88.4 08.2 793 72.2 68.5 06.2 67.4 66.4 05,0 04.2 63.9 63.5
18 Metat materials .. ... 98.3 68.0 9.0 59.6 79.5 708 65.5 65.8 64.7 6l.1 56.2 535 51.9
19 Nondurable goods ..., . 94.5 67.2 91.6 775 §3.9 773 741 73.2 76.5 75.3 74.4 72.8 7 71.6
20 Textile, paper, and
chemical ... . ..., 95.1 65.3 92.2 75.3 83.2 75.9 72.2 0.7 74.4 737 72.5 70.8 69.1 068.9
21 Textile. ... . ..., 92 6 57.9 90.6 809 82.0 75.5 2.0 68 6 7.9 73.5 734 723 70.6| n.a.
22 Paper..... ... ... 99.4 72.4 97.7 89.3 92.9 92.3 86.5 87.6 90.7 89 4 87 4 860 85.5] n.a
23 Chemical .. . ... 95.5 04,2 91.3 07 §1.2 72.4 69.0 674 713 70.2 .0 67,1 65.2| na.
24 Energy materials. ... . 94.6 84.8 88.3 82.7 86.2 822 8106 817 83.2 818 80.2 801 79.5 80.1
1. Monthly high 1973; monthly low 1975, 2. Prehimumary; monthly highs December 1978 through January 1980; monthly

lows July (980 through October 1980,

2.12 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT

Thousands of persons; monthly data are scasonally adjusted. Exceptions noted.

1982
Category 1979 1980 1981
Jan. Feb., Mar Apt. May” June’ July
HoustHOL D SURVEY Da'la
{ Noninstitational population! ... ... .. . 166,951 169,847 172,272 173,494 173,657 173,842 174,019 174,201 174,363 174,544
2 Labor force (including Armed Forces)! . 107,050 109,042 110,812 111,038 111,333 111,521 111,823 112,841 112,364 12,702
3 Civilian labor foree ..o 104,962 106 940 108,670 108 879 109,165 109,346 109,648 110,660 110,101 110,522
Employment
4 Nonagricultural industrics? 95,477 95,938 97,030 96,170 96,217 96,144 96,032 96,629 96,406 96,272
5 Agriculture ............ .. 1347 3,364 3,368 3,411 3,373 3,349 3,300 3,488 3,357 3,460
Unemployment
6 Number.............. ............ 6.137 7,637 8,273 9,298 9,575 9,854 10,307 10,549 10,427 10,790
7 Rate (percent of civilian labor toree) . S8 7.1 7.6 8.5 8.8 9.0 9.4 9.5 9.5 9.8
8 Not in labor foree .................. . 59.901 60,805 61,460 62,456 62,324 62,321 02,196 61,360 61,999 61,842
ESTABLISHMENT SURVEY DATA

9 Nonagricultural payroll emplnyment" ..... 89,823 90,564 91,548 90,460 90,459 90,304 90,083 90,166 89,860 #9,843
10 Manufacturing .................. ... 21,040 20,300 20,264 19,517 19,454 19,319 19,169 19,115 18,929 18,839
11 Mining .. ...... . 958 1,020 1,104 1,201 1.203 1,197 1,182 1,152 1,121 1,107
12 Contract construction. ...... 4,463 4,399 4,307 3,960 3974 3,934 3,938 3,988 3,942 3,932
13 Transportation and public utilitie 5,136 5,143 5,152 5,125 5,115 5,100 5,094 5,101 5,081 5,058
14 Trade ...l . .. 20,192 20,386 20,736 20,630 20,670 20,655 20,584 20,652 20,602 20,629
15 Finance ... L .. 4,975 5,168 5,330 5,326 5326 5,336 5,335 5342 5,356 5,362
16 Service ... .. 17,112 17,901 18,598 18,831 18,867 18,904 18,929 18,963 19,012 19,066
17 Government 15947 16,249 16,056 15,804 15,850 15,859 15,852 15,853 15,817 15,850
1. Persons 16 years of age and over. Monthly figures, which are based on sample 3. Data include all full- and part-time employees who worked during, or
data, relate to the calendar week that contains the 12th day; annual data are received pay tor, the pay period that includes the 12th day of the month, and
averages of monthly figures. By detinition, seasonality docs not exist in population exclude proprictors, self-employed i)crs'uns, domestic servants, unpaid family work-
figures. Based on data from Employment and Earnings (U.8 Department of La- crs, and members of the Armed Forces. Data are adjusted to the March 1979

bor). benchmark and only seasonally adjusted data are avaulable at this time. Based on
2. Includes self-cmployed, unpard family, and domestic scrvice workers. data from Employment and Earnings (U.S. Department of Labor).
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2.13 INDUSTRIAIL PRODUCTION Indexes and Gross Value
Monthly data are seasonally adjusted.

1967 1981 198t 1982
Grouping Pro- 1 iver-
por-

tion age July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan, Feb. [ Mar. | Apr.” | May [ June” | July®

Index (1967 = 100)

MAJOR MARKLT

I Total index. ..... ....... .. ...... 100.00 | 151.0 | 153.9 | 153.6 | 151.6 | 149.1 | 146.3 | 143.4 | 140.7 | (42,9 | 141.7 | 140.2 | 139.2 | 138.2 | 138.1
2 Products. ... 60711 150.0 | 153.01 152,6 | 1SL.0| 149.4 | 147.5]| 1462 1429 | 144.0 | 143.7]| 1429 | 1422 | 1411 [ 141.0
3 Finalproducts...... ............. 47.82 | 1495 152.1 | 1515} 150.01 1489 147.2 | 146.3 1 142.8 | 144.1 143.3 | 142.6 | 142.3 141.1 | 140.9
4 Consumer goods. . ... e | 27,68 14790 1507 | 1496 147.8 | 1465 | 144.0 [ 142.0 | 139.61 1418 | 1415 [ 142.1 | 143.5 | 143.7 | 1445
5 Equipment. ... 20,14 1 1SLE| 1541 1540 1529 | 1520 [ 1SES| 1S2.1 | 147.2| 147.3 | 14591434 | 140.6 | 137.6 | 136.0
6 Intermediate products. . 1289 [ 154.4 | 156.2 | 156,81 154.6| 151.4 | 1487 14591 143.4 ] 146.3 | 1452 143.7 | 142.2 | 1408 | 141.1
7 Materials ... o 39.29 151.6 [ 1553 1552 152.5( 485 144.6 {39.0( 137.2( 1404 | I38.5(136.2 { 134.6 | 133.7 | 133.7

Consumer goods
Durable consumer goods ... 7.891 140.5] 146.51 142.5| 1404 1363 | 129.7| 123.2

Automotive products. .. . 2831 137.9] 147.6| 1370 139.1| 132.8) 121.7] 119.2
10 Autos and utility vehi 2,03 (1.2 1230 1078 110,07 1007 889] 8751 7L.6] 8.0 93.61100.5 | 1NL& [ 1171 | 127.2
11 Autos ... 190 103.4] 1181 ] 1040 103.3 92.5 8.1 78.1 61.3] 70.5 79.8| 87.2 96.1 1019 | 114.6
12 Auto parts and allied buuds 80| 205.6| 210.0 | 2131} 212.9) 2118 | 205.0 | 199.7] 204.4 | 207.8 | 204.5 [ 204.6 | 208.0 | 210.4 | 209.6
13 Home goods .. S5.06 | 420 1458 1453 1410 1382 134.1 | 12541 126.3 [ 130.6 | 129.9 ] 131.1 11301 131.9 1131.6
14 Appliances, AIC s dl\d v . 140 9.6 | 123.6 [ 1268 1190 1167] 107.7 85.7 | 100.6 | 103.5 97.0 [ 102.7 | 100.5 106.8 1 103.6

1201 (1259 1 128111307 [ 133.3 | 136.1 | 1384
10921 117.5 1 125.01129.9 [ 139.0 | 143.5 | 150.5

15 Appliances and TV ... .. . 1330 1202 1248 1289 1214 LIR7[ 1087 R6.6 | 1.6 104.1 974 1 103.1 [ 10LS 1 9.0 | L
16 Carpeting and turniture ... 1.O7 | 158,01 163.2 1 160.1] 158.0 | 152.6] 1469 | 1444 | 13791 147.8 | 1513 151.8 | 147.1 84 | ...
17 Miscellancous home goods 2,591 14741 1507 1 149.2 | 145.8 | 143.9] 143.21 139.1| 1354} 138.1 138.9 | 138.0 | 139.1 1387 | 139.5

18 Nondumbl«,c.uusumur!,oods ......... 19.79 1 15091 1523 152.5 | 1S0.8 | 150.5| 149.7 | 149.5] 147.4 | 148.1 146.8 | 146.6 | 147.5 146.7 | 147.0
19 Clothing....... ..... A 4201 11981 1228 1219 1193 L17.8 | 16 b ] 1138 106.0 o ISBAL L TS

1550 1595 160.5] 1610 (59.5] 159.6] 159.0] 159.4 | 15891 159.2 | 149.6 | 158.3 | 158.6 } 157.7 | 1§77

20 Consumer stap| dles.

21 Consumer toods and tok 8.33 ] 1503 150.5) 150.6 | 149.51 150.7 1 150.4 | 1509 150.0 | 151.1 | 168.0 [ 148.1 | 1493 | ... .. | .....
22 Nonfood staples . ......... TAT | 1700 | 1722 173.01 170.0] 1699 ] 169.0 [ 1693 169.1 | 168.7 | 217.8 [ 170.0 [ 169.5 [ 1685 [ 169.5
23 Consumer chemical products. . . 2,63 | 223.1 | 2268} 227.7| 227.5| 223.0| 2203 | 220.1 ) 220.1 1 2182 | 127.8 | 2183 [ 2169 | 2154 B
24 Consumer paper products , .. .. 1,927 12791 127.6/| 1289 | 127.7| 1269 | 1257} 127.2] 127.0 | 130.2 | 147.6 | 1287 [ (264 | 1252 | .....
25 Consumer encrgy products ... 2,621 1477 150.0 | 1504 | 146.4 1 1482 149.41 149.1| 1489|1472 | 1704 | 1519 | 1536 | 153.1 B
26 Residential utilities ..., LA4S | 16631 172,60 | 169.7] 162.8] 1662 1674 | 1675 17231 171.6 | 1690} 1745 | 1737 | ......| .....

Equipment
27 Business.......... o] 1263 ) IREL| 1848 | (18487 1827 180.5 ] 179.0 | 179.0f 1722 [ 171.6 | 151.2]164.9 | 1602 | 155.2 | 152.0
28 Industrial 6.77[ 16641 16941 1702 [ 1689 166.9 | [6S.1[ [64.0 [ ISK.L[ (559 [ 256.9 [ 145.9 | 139.6 [ {339 [129.2
29 Buildin S 1.44 1 280.2 1 29031 293.0| 293.6 295.6 | 293.8 | 294.6 | 289.0 § 2749 | 116.31242.2 | 2257 | 208.8 | 196.3
30 Manufacturing. .. . ... . L 3850 127.91 13081 1308 | 1293 125.7 | 123.6| 1220 169} 168 [ 13901 114.0 | 110.6 | 107.6 | 104.4

3 Power...... ......... . ..., 1471 1497 1516 1527 150.4 | 148.4 [ 147.1 | 1455| 137.4 1 1401 | 1895 134.8 [ 131.2 | 129.2 | 128.0
32 Commercial transit, tarm . ... ... 5861 198.01 202.5] 2009 | 1985 196.2 1950 1963 | 188.5{ 189.9 257.8 | 186.9 | 184.0 1797 | 178.4
33 Commercial,...... . . . 3261 258.71 263.7| 26431 26421 259.8 1 260.6 ] 2629 | 256.1 | 256.4 | 110.5|253.1 |247.4 | 241.9 | 238.8
34 Transit PN . 1.93] 1254 | 1284 | 1246} 121.0) 12006 ] 116.6| 117.5] 109.0 | 110.4 849 | 1109 [ 1109 108.6 | 109.6
35 Farm...oooooo Lo 67 [ 1120 N8O 1ILRY 102.1] 1046 1017 989 884 951 [ 107.0[ 83.5 | 86.1 823 | ...
36 Defense and space. .. ... L TS0 1027 1026 102,81 103.0 | 10451 1053 | 107.0] 105.2] 106.5 125.6 | 107.2 [ 107.7 108.1 | 109.0
Intermediate products
37 Construction supplies ... .. BN 642 1419 1443 1440 [ 139.7 | 1352 130.1 | 127.0] 1242 ] 127.5 | 1646 | 123.6 | 1215 | 120.9 [ [21.2
38 Business supplies . . . L 6,471 166.7 ] 1680 169.5 | 1694 1675] 167.1] 164.6 | 162.4] 165.1 184.5 | 163.7 | 162.7 160.6 + ...,
39 Commercial energy prmluus ,,,,,,,, 1141 176.4 ) 180.0) 176.6) 174.2) 1743 | 177.0| 177.3 ] 181.7 ] 184.1 130.7 | 183.5 [ 18O | 179.1 | .....
Materials
40 Durable goods materials. . . ........0 ) 2035 149,11 153.6] 1543 Ist4 | 145.6 | 141.04 134.0 [ 129.7 ] 132.4 ] 130.7 | 128.1 | 126.7 | 1264 | 125.7

4581 1145 1232 1218 114.5( 107.6] 1028] 92.9| 86.9| 92.2 9411 947 | 99.0 | 102.6 [ 102.9
5441 19021 193.81 1947 192.7) 1903 | 188.7 | 183.3 [ 177.2 [ 180.1 177511739 | 1698 | 1683 | 167.1
10.34 | 1423 | 1459 | 1474 144.1) 1389 1329 | 126.1 | 123.6 | 125.] 1222 1188 | 1162 | 114.8 | 113.9

41 Durable consumer parts .. ..
42 FEquipment parts....... ...
43 Durable materials n.e

44 Basic metal materials ... .. ... 557 2.0 11451 117.4 ] 113.1 | 106.5 | 10L.6 94.8 94.51 943 &8.6 82.3 78.8 77.0 4 ...
45 Nondurable goods materials .......... 10471 1746 | 176.5] 1754 | 175.5] 170.6 | 164.7 | 1583 156.8 | 164.2 | 162.0 | 160.3 | 157.3 | 155.2 | 155.4
46 Textile, paper, and chemical

mdtcrldls .......... C 7.627 1814 183.5 1824 | 18251 176.4| 1699 161.9] 159.1 | 167.9 166.6 | 164.4 [ 160.9 157.5 | 157.4
47 Textile materials .. ... L85 | 3.0 115.5] 116 0| 114.9] 1116 1069 | 102.0 97.3 ] 102.2 104,5 | 104.5 1 103.0 100.6 R
48 Paper matetials. .. N Lo2 | 1506 150.0 [ 151 5| 155.1] 149.0| 150.2 | 141.2{ 143.2 | 148.5 146.7 | 142.5 1 141.6 | 1411
49 Chemical materials ......... - 415 22401 227.1 | 2241} 223.4| 2159 2058 | 196.8 | 193.0 {2049 | 202.2 | 199.3 | 1944 | 189.3
S0 Containers, nondurable ..., ... .. L0 1693 1717 1694 ] 1709 | 166.7 | 163.5| 161.9| 162.4] 166.7 161.3 | 159.8 | 156.2 158.6
51  Nondurable matertabs ne.c. ...... .. L4 13741 1366 132.8]) 1362 137.1) 131.9¢ 128.6 1324 1360 | 132.4 1 134.2 | 1348 | 1349
52 Energy materials .. . ... . 848 129.0 | 13331 132.6] 1289 | 1283 | 128.1 | 1274 1309 | 130.3 1282 | 125.8 | 125.7 125.0 | 120.0
$3  Primary cneigy . .. . 4,651 1150 1203 1209 11741 1164 | 1156 1159 119.2 | 119.5 1192 117.3 | 117.5 1158 | ...
54 Converled fudl materials ... . . 382 1459 ] 1492 1469 | 1429 142.8 [ 143.4| 1404 1451 ] 1434 | 139.1 | 136,01 | 1357 | 1366 | .....

Supplementary groups

55 Home goods and clothing ... .. 935 1318 1352 1345 1301 ] 12881 12590 1201 117.0] 120.1 18911189 1 119.6 1206 1207
56 Encrgy, totad. ................ .. 12.23 | 137,41 141.21 1405 136.8] 1369 137.21 1367 139.5] 1389 137.6 | 136.7 | 136.8 136.1 {1 137.6

57 Products..... e .. 376 156.4 | 159.1 | 158.4 | 154.8 | 156.1 [ 157.8 | 157.7 | [58.8 | 158.4 | 1588 ] 161.5 [ 1618 | t61.0 | ... ..
58 Materials ..o 848 129.0 | 133.3 | 132,61 1289 | 1283 1280 127.4 1309 130.3 | 12821 125.8 | 125.7 | 125.0 [ 126.0
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2.13 Continued
1967 1981 1982
. . SIC pro- | 1981
Grouping cade | por- | avg.!
tion July | Aug. | Sept. | Oct. | Nov. | Dec. ) Jan. | Feb. | Mar. | Apr.”| May | June? | July®
Index (1967 -- 100)
Major INbusrrY
1 Mining and udilities. . .. ... 12.05] 155.0] 159.1| 1S8.2| 155.8] 156.1] 155.4] 154.7( 157.4[ 155.6 | 1531 1 151.6 { 149.3 1 1457 | 1447
2 Mining. .. .. D PR 60.30| 142.2| 146.5( 146.0] 1450 14531 143.3] 142.6| 144.5| 142.4 [ [38.1 [ 1341 | 129.7 [ 1251 [121.9
3 Utilities. ......... S5.69] 169.1] 173.1] 171.9] 167.8] 16811 168.9 168.2| 171.8[170.4 [ 170.0 { 171.0 | 1701 | 1687 [ 170.2
4 B . 3.88( 190.9( 196.2 194.2] [88 3] 18941 190.9] 190.2] 1952|1925 | 19t 7 [ 193 1 [ 193.4 | 190.0 | 192 3
§ Manufacturing ... 87.95] 150.4[ 153.2] 153.2] 1S1.1] 148.0] [45.0] 1420} 138.5( 140.9 | 140.1 | 138.7 | 137.8 | 137.1 | 137.1
6 Nondurable cee P [ 35.97] 164.8( 167.1 167.3[ 1659] [62.8 160.31 1574} 1551 157 8 [ 157.3 | 156.1 | 154.9 [ 154.2 | 154.2
7 Durable.............o . SLO8| 140.5] 143.6( [43.4] 140.9] 137 8| 134.4| 13131 127.1] 1293 | 1282 [ 126.7 | 1260 | 1253 1 125.2
Mining
8 Metal ... . 10 ST 12300 123.6] 12400 12050 1198 115.4] 110,97 120.3[ 1208 [ 109.9 | 1088 | 0.6 | 714 {..
9 Coal ... . ... . .12 69] 14130 17001 167.4] 161.9] 166.9] [60.8] 14550 147.9] 156.0 | 155.6 | 146.2 | 149.2 | 144.4 | 142.0
10 Oif and gas extraction . 13 4401 146.8) 147 7] 148.2] 14881 148.9] [48.41 150.51 151.5| 146.6 [ 1414 [ 137.7 | 133.4 | 1294 {1270
It Stone and earth minerals ... ..., 14 75112940 133.3] (282 123.4( 122,01 116 7] 11577 HS8[ 1205 | 121.6 | 119.6 | 117.3 | 1IR.7 |..
Nondurable manufuciures
12 Foods...........00. ..o 20 8750 1521 150.0] 151.9( 150.7{ ISt.4] 153.01 152.8% 1S1L[1S1.7 L1508 | 149.7 [1S0.0 (.. ... .[......
13 Tobacco products ., . 21 671 122,21 1210 3| 123.8( 122.4] 12430 H19.6] 11261 11271 126.7 1 126.7 | 1161 | 1172
14 “Textile mill products 22 2.68) 135.7] 139.4] 140.7) 136.3| [32.5] (26,17 122.8] 120.0[ 125.8 1 126.0 | 126.3 | 124.4 [ 1234 |. ...
15 Appatel products . ... R 23 3314 120.4) 122,60 122.6( 12250 1780 VI38 T4.4) 1057 ... ) oo oo N
16 Paper and products, ... ... . 26 121| 155.0] 154 9] 156.7] 158.6] 153.3) 152.6] 146.6] 148.3[ 151 S | 150.6 | 1498 | 146,5 | 144.6 | 1439
17 Prmting and publishing ... ........ ... 27 472 144.2| 144.4[ 146,1| 145.9] 145,61 143.4) 145.3] [45.6 146.4 | 459 [ 144.2 | 143.3 | 141.0 | 140.5
18 Chemicals and products. ... ... 28 7.74| 215.6| 22t.5] 219.2] 216.3| 208 & 204.6] 199.8] 196.7| 201 3 [2003 [ 198 6 | 194.0 | 192.2 | .
19 Petroleum pmd‘ucls .......... L 29 1.70] 129.7] 128.7] 130.4] 120 1] 128.3| 128.01 128.3] 123.3) H19.5 [ 1203 1 1208 | 121.8 | 125.9 | 128.1
20 Rubber and plastic products . . ... ... 30 2.24[ 274.0| 285 3| 286.7] 282.2| 276.0( 264.1) 247.3| 244.7|251.8 | 253.4 12551 | 255.1 }257.5 |......
21 Leather and products. .. .. . 31 861 6931 701 69.6) 697F 712] TOR[ 05.6] 63.1] 640 6121 60.6{ 01.2] 60.4
Durable manufactures
22 Ordnance, private and government ... . 1991 3641 BL1] S06| 81L& 823 H2.5( 8431 855 84.1{ KIB| 8IB| 852 86.3| BG4 | 80.8
23 Lumber and products N 24 o4l 119 ] 1229 19011 113.2] 109.6 104.7] 104.8] 99.21 104.9 | 103.5 | 106.2 L LILO [ {115 ..., ..
24 Furniture and fixtures ... 0 0 L 25 1.37) 157.2( 164.9) 163.3] 1599 1572 (53.7] 149.4] 144.3] 148.4 1 150.2 | 1S] 8 | 1S1.2 | 150.0
25 Clay, glass, stone products ..., .. 2 2,74 147.9( 148.7] 148.2] 147.3| 143.4] (35,9 131.5] 128.5[ 135.0 [ 1315 1 127.0 | 1244 [ 1258 |. ... ..
26 Primary metals ... 33 6 57) 10791 (09.4] 113.1] 108.6] 10231 966 896 897 885 80| 7641 7406 727 | 73.1
27 ron‘and steel ... .. P 331.2 4210 99.8] 99 7] 10s.1| 9921 9220 ¥7.2| 792 79.6f RS | T30 | 6S.1f 62.4| SR3|......
28 Fabricated metal products. ... 34 593 136.4] 140.1} 140.0] 136.8( 133.81 130.2] 126,1] 120701204 [ 1201 [ 1191 [ 1160 | 1148 | 1149
29 Nonclectiical machinery .. 35 GA5| 171.2| 176.7] 176.4] 173.9] 169.7] 167.91 167.4] 160.9] 160.0 | 157.3 [ 153.7 | 150.2 | 1459 | 142 |
30 Flectnieal machinery. . 360 R OS] 178.4] 180.0[ 182,61 (RO O 1796 1757] 1707] 16R.2] 1729 | 1726 | 1722 | 1705 | 171 3 | 171 4
31 Transpottation equipment. ............. 37 9,27 1o | 119.8] 11541 114.2] 110.6] 106,11 1037 96.6[ (02.0 | 104.4 | 1059 [110.0 ] 111.7 | 114.0
32 Motor vehicles and patts. ... A 371 4.50| 122.3| 130.5( 123,17 120.4] 113.8] 105.5] 100.4] 90.4| 98.6 [ 1056 [ 110.7 | 119.8 {124.3 | 128.2
33 Actospace and nuscellancous trans-
portation equipment. ... ... 3729 | 477 1102 1097 108.2] 108.5] 107.5] 106.8f 106.8; 102.4| (05.3 [ 103.2 | 103 [ 1009 ] 99.8 | 100.6
34 Instruments . - e 38 201 17030 1720 1723 16971 168.61 167.11 166.8] 162.2] 164.5 | 163.00 [ 162.8 [ 163.5 | 164.1 | 163.3
35 Miscellaneous manutactuies . . 39 151 154.7( 159.4] 158.6] 154 2| 1S1 5| I1S1.7) 147.9] 144 9] (445 | (453 | 144.6 | 143.6 [ 140.8 | 142.0
Gross value (billions of 1972 dotlars, annual rates)
MAJOR MARKL1
36 Products, total ... R PN 507.4'} 612.3] 621.4} 616.5| 611.5] 605.0| 597.6( 592.8| 577.4| 588.1 | 586.8 [ 582.1 | 585.1} 580.4 | 584.2
W Fmal ooooooo0 L 190,90 474,11 481.91 470.4| 473.0 470.1| 465 2| 462.3| 448 8] 457.1 | 456,60 | 453 5 | 457 7 [ 454.0 | 457.2
38 Consumet goods ... 277,51 318,00 324,01 319.3| 317.7] 314.3] 310.5| 307 2] 29891306 3 | 3069 [ 306 7 | 311 5 |311.1 | 315.8
39 LEquipment L34t 1560 157.9] 157.1] 1553 155.8] 15474 15511 149.9[ 150.8 | 149.7 | 146.8 | 146.2 | 142.9 [ 141.5
40 Intermediate 116.6'] 138.2] 139.5] 140.1( 138.4| 134.9] 132.4] 1305 128.7[ 131 1 | 130.2 [ 128.6 | 127.3 [ 126 4 | 127.0

1. 1972 dollar value,
Nott  Published groupings include some series and subtotals not shown sepa-

rately. For description and historical data, see Industnial Production- 1976 Revision
(Board of Governors ot the Federal Reserve System. Washington, D C), Decem-
ber 1977.
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2.14 HOUSING AND CONSTRUCTION

Monthly figures are at scasonally adjusted annual rates except as noted.

1981 1982
Item 1979 1980 1981
Oct, Nov. Dec Jan, Feb, Mar. Apr May June
Private residential real estate activity (thousands of units)
Nrw Uniis
1 Permits authorized ......... 1,552 1,191 986 738 743 797 803 792 851 879 944 948
2 -family...... ... 981 710 S64 400 413 454 450 436 460 450 4887 519
3 2-or-more-family 57 481 421 338 330 343 353 356 391 429 456" 429
4 Started. ... 1,745 1,292 1,084 854 860 882 885 945 931 8827 1,0757 91!
S lfamily.... ... 1,194 852 705 507 554 550 592 568 621 560 o317 607
6 2-or-more-family ......... 551 440 379 347 306 332 293 377 310 316 444+ 304
7 Under construction, end of
i 1,140 896 682 731 08 689 OR4 688 682 6741 669 n.a.
8 639 515 382 410 397 k02 4 400 399 94 385 ..
9 501 3482 301 321 309 298 291 288 283 281 284 na,
10 Completed . 1,855 1,502 1,266 1.265 1,067 1114 1,063 92(0) 926 9627 1,107 n.i.
11 Ifamily ... . ... 1,286 957 I8 725 673 676 640 545 5857 594 051 n.a
12 2-or-more-family ......... 569 545 447 540 394 438 423 375 3410 368 456 n.a.
13 Mobile homes shipped ... ... 277 222 241 208 7 206 211 251 252 255 246 n..
Merchant builder activity in 1-
family units
14 Numbersold............... 709 545 430 359 388 456 399 376 3807 341 REDLS 343
15 Number for sale, end of
period!, .. ... ool 402 342 278 291 282 272 275 274 269 204 259+ 255
Price (thousands of dollars)?
Median
16 Unitssold........ ..... 62.8 64.7 8.8 69.6 7.2 68.4 66.2 65.7 6727 7047 69.47 2.6
Average
17 Unitssold............... 71.9 76.4 K31 82.5 85.3 82.8 8.0 80.7 83,77 85.7¢ 86.57 B8.1
ExistinG UNits (1-family)
18 Numbersold............... 3,701 2,881 2,350 1,930 1,900 1,940 1.860 1,950 1,990 1,910 1,900 1950
Price of units sold (thousands
of dollars)?
19 Median ................... 55.5 62.1 66.1 66.0 65.9 66.6 66.4 66.9 67.0 67.1 67.87 69.4
20 Average............. ..., 64.0 72.7 78.0 76.6 77.5 78.6 798 78.8 9.1 79.4 80.67 2.3
Value of new construction® (millions of doltars)
CONSTRUCTION
21 Total putin place .......... 230,412 | 230,748 | 238,198 | 230,820 | 230,010 228,755 | 225,086 | 222,615 | 224,583 | 226,1727 | 227,708" | 230,653
22 Private.. ...l n 181,6227 | 1757017 | 1852217 | 180,003 | 178,127"1 176,562 175,493 | 173,026 | 173,605 | 1753187 | 179,217 | 182,822
23 Residential . 99,028 87,261 86,566 78.222 76,167 75.829 73,737 | 69,16l 70,040 72,4067 | 75,573" 74,786
24  Nonresidential, to 82,594 88,4401 | 98,6557 1 101,781 | 101,9607 | 100,733 1 101,756 | 103,865 | 103,565 | 102912 | 103,6447 [ 108,036
Buildings
25 Industrial. . .......... 14,953 13,839 17,031 18,548 18,356 16,622 17,113 | 17,211 16,641 15,882 17,1187 19,473
26 Commercial . 24919 29,940 34,243 34,606 35.667 36.382 36,161 | 30,841 38,362 38,437 36,818 38,366
27 Other............... 7.427 8,654 9,543 9,713 9,419 9.223 9,558 10,002 9,880 9,897 10,4277 10,612
28 Public utilities and other | 35,2957 | 36,0077 37,8387 ] 38,9147 38,5187 38,506 38,924 | 39,811 38,682 38,696 39,2817 39,585
29 Public. . 48,7907 [ 55,0477 52,9777 50.817 51,8837 52,193 49,593 | 49,589 50,978 50,8547 | 48,4917 47,831
30 Military 1,648" 1,880 1,9667 1,913 1,935 1,955 2,092 1,459 2,317 1,898 2,102 1,906
31 Highway ... 11,997 13,8087 | 13,304 11,863 12,798 12,732 11,479 | 12,422 13,307 12,113 11,6557 12,004
32 Conservation and
development.........,. 4,586" 5,089 5,225 5,239 4,906 4,884 5,232 5,301 5,056 5,180 49117 4,775
33 Other....ooooooovinn 30,5897 | 34,2707 | 324827 | 31.802 32,2447 32,622 30,790 | 30,407 30,2987 31,6667 | 298237 29,146

1. Not at annual rates.

2. Not seasonally adjusted.

3. Value of new construction data in recent periods may not be strictly comparable
with data in prior periods because of changes by the Bureau of the Census in its
estimating technigues. For a description of these changes see Construction Reports
(C-30-76-5), issued by the Burcau n July 1976,

Notr. Census Burcau estimates for all series except (a) mobite homes, which
arc private, domestic shipments as reported by the Manufactured Housing Institute
and seasonally adjusted Ry the Census Burcau, and (b} sales and prices ot existing
units, which are published by the National Association of Realtors. All back and
current figures arc available from originating agency. Permit authonzations are
those reported to the Census Bureau trom 16,000 jurisdictions beginning with 1978,
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2.15 CONSUMER AND PRODUCER PRICES

Percentage changes based on seasonally adjusted data, except as noted

12 months to 3 months (at annual rate) to 1 month to 1
ndex
level
Item 1981 1982 1982 June
1981 1982
(1967
June June 2 100)
Sept. Dec. Mar. June Feb. Mar. Apr. May June =100)
CONSUMER PRICLS?
1 Allitems . ............ ... 9.6 71 12.8 54 Lo 9.3 2 -3 2 1o 1.0 294.6
2 Commodities . ........ ... 8.8 4.7 8.5 16 - .8 7.8 .2 .5 -3 9 1.3 265.1
3 8.6 5.2 7.7 1.7 3.9 73 6 -4 3 8 6 287.8
4 $ 8.9 4.5 9.0 4.3 -26 7.9 0 5 5 9 1.5 251.9
S Durable .. 8.6 73 0.8 12 35 4.1 4 2 6 14 1.3 2432
6 Nondurable. 9.2 1.2 4.6 KR - 4.9 1.9 B -7 - 2.2 7 2.0 2612
7 Services ........ 10.7 10.3 19.2 7.8 3.5 11.3 4 0 9 9 8 3349
8 Rent......... .. ....... .. ..... . 8.2 7.6 10.2 9.0 59 5.0 4 S 2 B 4 222.6
9  Services lesstent......... P 180 10.7 20.4 7.6 3.3 1.y 4 0 1.0 1o 9 356.5
Other groupings
10 All items Jess food. .. ... ... ..., o 9.8 7.5 13.9 6.2 9 2 -2 2 1.0 1.2 289.7
11 All items less food and energy ........ .. 9.4 8.5 15.0 5.6 3.0 10.6 4 K\ 8 9 9 2773
12 Homeownership. ........... ... ........ 9.4 9.2 215 3 -2.4 198 4 -9 t.3 1.8 1.4 382.8
PRODUCER PRICES
13 Finished goods .. .................... ... 10.5 3.5 34 55 3 4.7 2 3 1 0 1.0 279.9
14 Consumer .. o S 10.3 2.8 2.8 45 -t 4.3 .1 5 0 -1 L.t 280.0
15 Foods....... 8.9 38 1.6 39 6.0 1.7 5 -2 1.6 7 5 263.4
16 Excluding foods . 10.7 2.5 32 7.8 2.2 1.3 3 6 -7 -4 1.4 284.6
17  Capital equipment, ... ..... . 10.9 6.0 5.7 97 21 6.5 4 4 .4 4 8 279.6
18 Intermediate materials® ... .......... .. 10.6 1.2 52 2.7 -1.4 1.8 -3 2 -8 0 3 314.8
Crude materials
19 Nonfood ... 26,7 -4.0 1.1 60 -18.1 8.7 20 -2.0 -2 1.7 6 467.9
200 Food............ooiiii o 8.8 1.7 182 255 23.3 24.3 7 2 3.5 2.7 6 259.8
1. Not scasonally adjusted. 3. Excludes intermediate materials tor food manutacturing and manufactured
2. Figures for consumer prices are those for all urbun consumers. animal feeds.

Source. Bureau of Labor Statisties,
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2.16  GROSS NATIONAL PRODUCT AND INCOME

Billions of current dolfars except as noted; quarterly data are at scasonally adjusted annual rates.

1981 1982
Account 1979 L980 1981
)] Q2 Q3 04 0Ol Q2
GrOSS NATIONAL PrRODUCT
| T2 N 2,417.8 2,633.1 2,931.7 2,864.9 2,901.8 2,980.9 3,003.2 2,995.5 3,047.4
By source

2 Personal consumption expenditures. ... 1,507.2 1,667.2 1,843.2 1,799.9 1,819.4 1,868.8 1,884.5 1,919.4 1,950.8

3 Durable goods ............. .. iR 2134 214.3 234.6 236.9 230.4 241.2 229.6 237.9 242.6
4 Nonduruﬁlc goods . A 600.0 670.4 734.5 720.6 729.6 741.3 746.5 749.1 756.5

Soo8ervices ..o o o PP 693.7 782.5 R74.1 842.4 859.4 886.3 908.3 932.4 951.6
6 Gross private domestic investment .. ... ... ..., 423.0 402.4 471.5 455.7 475.5 486.0 468.9 414.8 429.1
7 Fixed investment ....... ..., P 408.8 412.4 4511 443,5 45019 454.2 455.7 450.4 448.8

8 Nonresidential ... S 290.2 309 2 346.1 330.0 M3 353.0 360.2 357.0 354.0
9 Structures ..... ..o 98.3 10.5 129.7 119.6 127.0 132.7 139.6 141.4 143.2
10 Producers’ durable Cqulpmull . 191.9 198.6 2164 210.4 2143 220.2 220.6 215.6 210.8
11 Residential structures . e L18.6 103.2 105.0 113.6 109.5 101.2 95.5 93.4 94.7
12 Nonfarm .. L 4.0 98.3 99.7 109.1 104.7 95.6 89.4 87.9 88.7
13 Change in business inveories. ... ........... 14.3 ] 2.5 12.2 24.6 31.8 13.2 --35.0 ~19.7
14 Nonfarm ...... ... L 8.0 ~-57 15.0 10.0 19.3 24.6 60 --36.0 19.2
15 Net exports of goods and services 13.2 25.2 26.1 31.2 237 25.9 235 33 35.6
6 Exports ... .. 281.4 3392 367.3 365.4 368.9 367.2 367.9 359.9 360.9
17 Imports .. 208.1 34,0 341.3 3342 345.1 341.3 344.4 328.6 3253
18 Government purchases of goods and services . .. 474.4 538.4 596.9 578.1 583.2 600.2 626.3 630.1 631.9
19 Federal............... e e . 168.3 197.2 229.0 217.0 218.2 230.0 250.5 249.7 244.1
20 Statcandlocal ... oo 306.0 341.2 368.0 611 365.0 370.1 375.7 380.4 387.8

By major type ()f [)rmlu({
21 Final sales, total, 2.403.5 2,643 1 2917.3 2,852.7 2,877 2 2,949, | 2,980 9 3,031 1 3,067.0
22 Goods. . 1,065.6 1,141.9 1,289.2 1,265.3 1,276.0 1,317.0 1,298.5 1,269.4 1,290.1
23 Durabl 4064.8 477.3 528.1 522.0 338.2 547.3 504.9 482.4 506.7
24 Nondurablé 600.8 664.6 761.1 7433 737.8 769.7 793 6 787.0 783.4
25 Services .. ... o 1,089.7 1,225.6 1,364.3 1,313.5 1,340.2 1.382.1 1,421.8 1,444 .4 1,471.9
26 Structures ... 262.5 205.7 284.2 286.1 285.0 2819 283.3 2817 285.3
27 Change in business mventories .............. 14.3 - 10.0 20.5 12.2 24.6 318 13.2 5.6 -~ 19.7
28 Durable goods .......... N 10.5 -5.2 8.7 2.2 18.5 19.8 - 5.6 - 309 -6.3
29 Nondurable goods..... . ... 38 4.8 11.8 10.0 6.1 12.0 18.9 4.8 -13.4
30 MeMo: Total GNP in 1972 dollars . ............ .. 1,479.4 1,474.0 1,502.6 1,507.8 1,502.2 1,510.4 1,490.1 1,470.7 1,476.8
NATIONAL INCOME

3ETatal. oo 1,966.7 2,117 2,352.5 2,293.7 2,324.4 2,387.3 2,404.5 2,396.9 na.
32 Compensation of unplnycux ...................... 1,458.1 1,598.6 1,767.6 1,718.0 1,750.0 1,789.1 1,813.4 1,830.8 1,849.9
33 Wages and salaries ... .. 1,237.4 1,350 1 1,494.0 1,452 8 1,479.4 1,512.6 1,531.1 1,541.5 1,555.9
34 Government and govcrmm.nt umrpn 230.2 260).2 283.1 276.2 279.8 284.0 292.3 296.3 300.1
35 Other....... . ... . 1,001.4 1,095.9 1,210.9 1,176.5 1,199.6 1,228.6 1,238.8 1,245.2 1,255.8
36 Squ]unun to wages and saly e 2207 2425 273.60 265.2 270.6 276.5 282.3 289.3 294.1
37 mployer contributions for social insurance 105.8 115.3 133.2 129.9 132.1 134.3 136.5 140.2 141.6
3 Other labor income. ... o 114.9 127.3 140.4 1353 138.4 142.2 145.8 149.1 152.5
39 Proprictors’ fncome' .. .o 132.1 116.3 124.7 123.4 123.8 127.5 124.1 116.4 115.3
40 Business and professional! . 100.2 96.9 100.7 1068 101.2 100.4 99.5 98.6 100.0
41 Farmb. 0 3t9 19.4 24.0 21.6 225 271 24.6 178 153
42 Rental income of persons?. ..o 27.9 329 339 4.4 34.0 33.6 RXN) 33.9 34.2
43 Corporate protits! 194.8 181.6 190.6 200.3 185.1 1931 183.9 157.1 ..
44 Profits before tax 252.7 242.5 232.1 253.1 2254 233.3 216.5 171.6 n.a.
45  Inventory valuation dd]uslm«.m .. e 43.1 —43.0 —24.6 =355 -22.8 -23.0 - 171 - 4.4 -0.3
46 Capital consumption adjustment ... - 148 17.8 ~16.8 -17.3 - 17,5 ~17.1 - 15.5 -10.1 5.9
47 Netinterest. ..ol i 153.8 187.7 235.7 217.6 231.6 244.() 249.5 258.7 267.3

L. With inventary valuation and capital consumption adjustments,

2. With capital consumption adjustment,

End Tape 05936$TB10

3. For after-tax profits, dividends, and the like, see table 1.49.

SOURCE. Survey of Current Business (Department of Commerce).
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2.17 PERSONAIL INCOME AND SAVING

Billions of current doltars; quarterly data are at scasonally adjusted annual rates. Exceptions noted.

1981 1982
Account 1979 1980 1981
01 02 Q3 04 Ql 02
PERSONAT INCOME AND SAVING
| Total personal income .. ... P 1,943.8 2,160.2 2,404.1 2,330.0 2,380.6 2,458.2 2,494.6 2,510.5 2,549.5
2 Wage and salary disbursements 1,237.6 1,356.1 1,493.9 1,452.8 1,479.4 1,512.3 1,531.2 1,541.0 1,555.9
3 Commodity-producing industri 438.4 468,0 S10.8 499.2 507.2 5193 517.7 514.3 513.2
4 Manutacturing . 333.9 354.4 386.4 377.0 386.9 392.9 3887 3851 a85.5
5 Dustributive indust: 303.4 330.5 361.4 352.1 358.7 366.5 368.3 371.4 375.7
6 Service industrics. . 259.7 297.5 138.6 3252 3337 428 3528 359.5 366.9
7 Government and government enterpris 2360.2 200.2 283.1 276.2 279.8 283.8 292.4 296.5 300.1
8 Other labor income. ..., 1149 127.3 140.4 135.3 138.4 142.2 145.8 149.1 152.5
9 Proprietors’ income! ... L e 132.1 116.3 124.7 123.4 123.8 127.5 1241 116.4 1153
10 Business and professionall. 100.2 96.9 1007 101.8 101.2 100.4 99.5 98.6 100.0
1l Farm! Y 19.4 24.0 21.6 2.5 27.1 24.6 17.8 15.3
12 Remat income ot persons 279 32.9 339 34.4 34.0 33.6 33.6 39 34.2
13 Dividends ., 50.8 559 625 59.2 61.5 64,1 65.2 65.8 66.1
14 Personal interes 209.6 256.3 308.5 304.7 320.6 3.6 351.0 359.7 371.8
1S “Transfer payments . . 250.3 297.2 3303 322.8 327.0 344 8 3507 354 6 365.0
t6 Old-age survivors, tlls.nhn]ny, ‘and health msurance
benetits .. ... 0 0 o . 131.8 154.2 182.0 171.0 173.7 190 6 192.8 1947 197.1
17 Liss: Personal contiibutions tor social insurance . .. 811 88.7 104.9 102.5 104.1 1061 107.0 110.6 3
18 Eouars: Personal income ., . e 1,943.8 2.160.2 2,404 | 2,330.0 2,380 6 2,458.2 2,494.6 2,510.5 2,549.5
19 Liss: Personal tax and nontax payments .......... 301.0 336.3 386.7 3712 384.2 39K.1 3932 393.4 397.5
20 Eouals: Disposable personal income ... . . ... .. 1,650.2 1,824.1 2,029.2 1,958.7 1,996.5 2,060.0 2,101 4 2,147.1 2,151.9
21 Lass: Personal outlays oo 1,553.5 1,717.9 1,898.9 1,852.8 1,874.5 1,925.7 1,942,7 1,977.9 2,009.9
22 EQUALS: Personal saving ... oo 96.7 106.2 130.2 105.9 122.0 134.4 158.6 139.1 142.0
Mri-Mo:
Per capita (1972 dollars)
23 Gross national product ... . 6,572 6,474 6,536 6,583 6,544 6,563 6,458 6,360 6,373
24 Personal consumption expenditures. . ... . o 4,120 4,087 4,122 4,152 4,115 4,134 4,088 4,104 4,127
25 Ixsposable personal income ... .o PN 4,512 4,472 4,538 4,519 4,516 4,557 4,559 4,527 4,553
26 Saving rate (pereent). . . . L. oo 59 5.8 6.4 54 6.1 6.8 75 6.6 6.6
GROSS SAVING
27 Grosssaving .. ... e 422.8 406.3 477.5 461.4 442.4 490.0 476.3 428.8 na.
28 Gross private saving .. 407.3 438.3 504.7 468.7 4889 S13.4 5477 520.3 n.a.
29 Personal saving. .. .. 96 7 106.2 130.2 105.9 122.0 134.4 158.0 139.1 142.0
30 Undistributed corpotate pn its e 54.5 38.9 44.4 47.3 4.0 439 44.3 32.5 n.a,
31 Corporate inventory valuation .ul]ustmun ..... . 43.1 -43.0 24.60 35.5 - 228 - 23.0 17.1 - 4.4 - 603
Capital consumption allowances
32 Corporate ....ovvnii i e 157.5 181.2 206.2 196.2 2029 209.7 216.0 218.9 2233
33 Noncorporate e 98.6 112.0 123.9 119.2 122.1 125.5 128.7 129.8 131.4
34 Wage accruals tess disbursements, . . oes o . 0 0 0 0 0 Atl 0 0 0
35 Government surplus, or deticit { - ), national income
and product accounts ... S 14.3 332 —28.2 8.3 7.6 -24.5 72.5 -91.6 n.a
36 Fedewal............ .. o e 161 -614 60.0 -397 - 40.5 - 58.0 01,7 -119.3 na.
37 Stateandlocal ... L 30.4 28.2 3.7 313 32,9 3.5 29,1 277 N
38 Capital grants received by the United States, net.. . 1.1 1.2 11 11 L1 1.1 11 0 0
39 Gross investment ... . . . ..o 421.2 410.1 475.6 466.5 477.8 489.1 469.0 421.3 441.6
40 CGiross private domestic. ... 423.0 402.4 471.5 455.7 4755 480.0 468.9 414.8 429.1
41 Netforeign ... P 1.& 78 4.1 10.8 2.3 3.1 0.1 6.5 12.5
42 Statistical discrepancy ... - -1.5 3.9 ~1.9 5.1 -4.6 -0.8 -7.2 -1.5 -7.5
1. With inventory valuation and capital consumption adjustments. SOURCE. Swrvey of Current Business (Department ot Commetrce).

2. With capital consumption adjustment.
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3.10 U.S. INTERNATIONAL TRANSACTIONS Summary

Millions of doflars; quarterly data are seasonally adjusted except as noted.!

1981 1982
Item credits or debits 1979 1980 1981
Q! Q2 Q3 04 Q1r
1 Balance on current 8CCOURL .. ..o v iiiicn conenn oo - 466 1,520 4,471 3,245 1,399 751 —927 1,180
2 Not seasonally adjusted. ... .. ... . C J P O 3,037 1,975 - 1,834 1,293 844
3 Merchandisc trade balance? .. ........ .. ... L —27,346 -25,338 —27,889 —-4,312 - 6,547 --7,845 -9,185 - 6,059
4 Merchandise exports . . . .. 184,473 224 237 236,254 60,683 60,284 57,694 57,593 55,610
S Merchandise imports . . 211,819 —249,575 —264,143 — 64,995 - 66,831 —65,539 -66,778 [ —61,669
6 Military transactions, net ~2,035 - 2472 — 1,541 —487 — 587 6l - 528 213
7 Investment income, net’. ..., .. . R 31,215 29,910 33,037 8,123 8,201 8,183 8,529 6,980
8  Other service transactions, net ............ e 3,262 6,203 7472 1,343 1,842 2,160 2,127 2,036
9 Remittances, pensions, and other transfers .. ... .. . -2,011 —2,10L —2,104 —462 —524 —558 —562 —528
10 U.S. government grants (excluding military) ....... . .. —3,549 — 4,681 —4,504 - 960 — 986 - 1,250 - 1,308 - 1,465
11 Change in U.S. government assets, other than official re-
serve assets, net (increase, ~-) ... -3,743 -5.126 - 5,137 -1,375 - 1,518 - 1,257 --987 - 909
12 Change in U.S. official reserve assets (increase, —) . . ~1,133 — 8,158 -5175 —4,529 —905 -4 262 - 1,089
13 Gold ..o o0 o - 65 1] 0 0 0 0 0 0
14 Special drawing rights (SDRs)................... - 1136 - 16 - 1,823 1,441 -23 - 228 - 134 =400
15 Reserve position in International Monetary Fund. ... .. .. - 189 - 1,667 —2.491 -707 - 780 — 647 —358 —547
16 Foreign currencies ........ .. .. .0 oo 257 —6,472 - K61 -2,381 — 102 868 754 — 142
17 Change in U.S. private assets abroad (increase, -y Lo -- 59,469 —72.746 -- 98 Y82 - 16,892 -19,143 -~ 15,996 | --46,952 -36,225
18 Bank-reported claims. ... ... o o e -26,213 -46.838 — 84,531 —11,634 ~ 14,998 ~ 15254 —42,645] —34,685
19 Nonbank-reported claims ............. - -3,307 -3,146 -331 —3,148 2,470 855 —508 n.a.
20 U.S. purchase of foreign secunties, net. . - 4,726 - 3,524 ~5,429 — 458 —1,511 —618 - 2,843 —408
21  U.S. direct investments abroad, net>............. . -25,222 -19.238 - 8,691 —1,652 —5,104 -979 —956 -1,132
22 Change in foreign official assets in the United States
{INCIease, + ). . .o -- 13,697 15.442 4,785 5,361 —2,860 --5,835 8,119 -3,173
23 U.S. Treasury securities , . A . - —22,435 9.708 4,083 7.242 —2,063 - 4,635 4,439 -1,347
24 Other U.S, government obligations .................... 463 2,187 1,289 454 536 545 —246 —296
25 Other U.S, government liabilities* .. ...... ... L -1 561 - 69 --55 48 - 337 275 - 305
26 Other U.S. labilities reported by U.S. banks . . 7.213 - 159 —4,083 -3,109 -2,028 --2,382 3,436 —1,441
27  Other foreign official assets® . . ..............c. .o 1,135 3,145 2,665 829 647 974 215 216
28 Change in f()reigrlPrivatc assets in the United States
(increase, +)7. ... ... 52,157 39,042 73,136 3,109 16,324 22,715 30,988 29,001
29 U.S. bank-reported liabiltties. . ........ AN 32,607 10,743 41,262 -3,793 7,663 16,916 20,476 25,477
30 U.S. nonbank-reported liabilities .............. 1,362 6.530 532 147 - 162 1,006 —457 n.a.
31  Foreign private purchascs of U.S. SUTY Secur 4,960 2,645 2,932 1,390 750 — 446 1,238 1,124
32 Foreign purchases of other U.S. securities, net.......... 1.351 5,457 7,109 2,419 3,533 761 396 1,363
33 Foreign direct investments in the United States, net® . .| 11,877 13,666 21,301 2,946 4,540 4,478 93,316 10,317
34 Allocation of SDRs ... ... ... ... 0 L 1,139 1,152 1,093 1,093 i) 0 } 0
35 Discrepancy .................... e . 25,212 28,870 25,809 9,988 6,703 —-374 9,497 11,214
36 Owing to seasonal adjustments ........... ... ] o o o —829 503 --2,144 2,474 875
37  Statistical discrepancy in recorded data before
AJUSTMENT .. ... o 25,212 28,870 25,809 10,817 6,200 1,770 7.023 12,089
MeMo:
Changes in official assets
38 U.S. official reserve assets (increase, ~}................ -1,133 — 8,155 -5,175 —4,529 —905 -4 262 —1,089
39 Foreign official assets in the United States
(INCTEASE, + ). oottt i -13,624 14,881 4,854 5,416 —2,908 -- 5,498 7,844 -2,868
40 Change in Organization of Petroleum Expor(in% Countries
official assets in the United States (part of line 22
above). ... . ... o 5,543 12,769 13,314 5,364 2,786 2,935 2,230 4,940
41 Transfers under military grant programs (excluded from
lines 4, 6, and 10 above).......... ... 465 631 602 192 214 132 64 93
1. Seasonal factors are no longer calculated for lines 12 through 41 4. Primarily associated with military sales contracts and other transactions ar-
2, Data are on an international accounts (IA) basis. Differs from the Census ranged with or through foreign official agencies.
basis data, shown in table 3.11, for reasons of coverage and timing; military exports 5. Consists of investments in U.8. corporate stocks and in debt sccuritics of
are excluded from merchandise data and are included in line 6. private corporations and state and local governments.

3. Includes reinvested earnings of incorporated affiliates.
Nott. Data are from Bureau of Economic Analysis, Survey of Current Business
(U.S. Department of Commerce).



Trade and Reserve and Official Assets  ASS

3.11 U.S. FOREIGN TRADE
Millions of dollars; monthly data are scasonally adjusted.
1981 1982
Item 1979 1980 1981
Dec Jan. Feb. Mar. Apr May June
1 EXPORTS of domestic and foreign
merchandise excluding grant-aid
shipments ........ ..o 181,860 220,626 233,677 18,885 18,737 18,704 18,602 17,843 18,218 18,822
2 GENERAL IMPORTS mcluding mer-
chandise for immediate consump-
tion plus entries into bonded
warchouses . ...... ... ..o 209,458 244 871 261,305 19,746 22,829 19,090 20,349 17,387 20,558 21,310
3 Trade balance.............. ......... —27,598 | —24,245| —27,628 —861 —4,092 —387 -1,747 456 -2,340 —2,488

No1t. The data through 1981 in this table are 1eported by the Burcau of Census
data on a free-alongside-ship (f.a.s.) value basis- that is, value at the port of export.
Beginning in 1981, foreign trade of the U.S. Virgin Istands is included in the Census
basis trade data; this adjustment has been made for all data shown in the table.
Beginning with 1982 data, the value of imports are on a customs valuation basis.

he Census basis data ditfer from merchandise trade data shown in table 3.10,
U.S. International Transactions Summary, for reasons ot coverage and timing. On
the export side, the largest adjustments are: (1) the addition of exports to Canada

3.12 U.S. RESERVE ASSETS

Millions of dollars, end of period

not covered in Census statistics, and (2) the exclusion of military sales {(which are
combined with other military transactions and reported separately in the “service
account™ in table 3.10, line 6). On the import side, additions are made for gold,
ship purchases, imports of cleetricity from Canada and other transactions; mulitary
payments arc excluded and shown scparately as indicated above.

Sourcr. FT900 “Summary ot U.8. Export and Import Merchandise Trade”
(U.S. Department of Commerce, Burcau of the Census).

1982
Type 1979 1980 1981
Jan. Feb. Mar. Apr. May June July

I Totall ... 18,956 26,756 30,075 30,098 30,060 29,944 1,582 30,915 30,671 31,227
2 Gold stock, including Exchange Stabili-

zation Fund!, oo 0 11,172 11,160 11,151 11,151 11,150 11,150 11,149 11,149 11,149 11,149
3 Special drawing rights?.3, 2,724 2,610 4,095 4,176 4,359 4,300 4,294 4,521 4,461 4,591
4 Reserve position in International Mone-

tary Fund®....................... 1,253 2,852 5,055 5,237 5,275 5,367 6,022 6,099 6,062 6,386
5 Foreign currencics®™® ... ... ... 3.807 10,134 9,774 9,534 9,276 9,121 10,097 9,146 8,999 9,101

1. Gold held under carmark at Federal Reserve Banks for foreign and mter-
national accounts is not included in the gold stock of the United States; sce table
3.13

2. Beginning July 1974, the IMF adopted a technique for valuing the SDR based
on a weighted average of exchange rates for the currencies of member countrics.
From July 1974 through December 1980, 16 currencics were used; from January
1981, 5 currencies have been used. The U.S. SDR holdings and reserve position
in the IMF also are valued on this basis beginning July 1974,

3. Includes allocations by the International Monetary Fund of SDRs as follows:
$867 million on Jan. 1, 1970; $717 million on Jan. 1, 1 71; $710 million on Jan. 1,
1972; $1,139 million on Jan. 1, 1979; $1,152 million on Jan. 1, 1980; and $1,093
million on Jan. 1, 1981; plus nct transactions in SDRs.

4. Beginning November 1978, valued at current market exchange rates.

5. Includes U.S, government securities held under repurchase agreement against
receipt of foreign currencies, if any.

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS

Millions of dollars, end of period

1982
Assets 1979 1980 1981
Jan. Feb. Mar. Apr. May June Tuly?
1 Deposits. . c.ovvve i - 429 411 505 333 416 421 966 308 585 982
Assets held in custody
2 U.S. Treasury securities! ..., ..... ... ..., 95,075 | 102,417 1 104,680 | 104,631 1 103,557 | 103,964 | 102,346 | 102,112 | 103,292 | 106,696
3 Barmarked gold? ... ... 15,169 14,965 14,804 14,802 14,791 14,798 14,788 14,778 14,7717 14,762

1. Marketable U.S. Treasury bills, notes, and bonds; and nonmarketable 1.8,
Treasury securities payable in dollars and in foreign currencies.

2. The value of earmarked fnld increased because of the changes in par value
of the U.S. dollar in May 1972 and in October 1973,

Nore. Excludes deposits and U S. Treasury securitics held for international and
regional organizations. Earmarked gold is gold held for foreign and international
accounts and is not included in the gold stock of the United States.
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3.14 FOREIGN BRANCHES OF U.S. BANKS Balance Sheet Data

Millions of dollars, end of period

L9R1L 1982
Assct account 1y78! 1979 1980
Nov. Dee. ’ Jan.’ Feb. 7 Mar. " Apr. May?
All forcign countrics

1 Total, all currencles................... 306,795 364,409 404,135 | 462,810 462,790 459,998 461,249 463,728 469,225 460,210
2 Claims on Umited States ...... ....... 17,340 32,302 28,460 44,562 63,540 69,794 69,539 75,739 77914 79,523
3 Parentbhank ............. 12,811 25,929 20,202 26,540 43,064 49,206 47,996 51,972 54,563 56,069
4 Other............. 4,529 6,373 8,258 18,022 20,476 20,588 21,543 23,767 23,351 23,454
5 Claims on toreigners. ..., .. NN 278,135 317,330 354,960 1 397,825 379,102 370,124 371,644 368,088 362,690 361,000
6 Other branches of pdrcm bank ... ... 70,338 79,662 77,019 89,209 87,840 84,010 88,637 86,859 86,226 87,998
7 Banks.............. .. . 103,111 123,420 146,448 1615067 150,892 145,528 146,317 146,961 142,347 139,390
8  Public borrowers 23,737 26,097 28,033 30,1857 28,197 26,568 26,851 26,307 25,590 24,597
9 Nonbank foreigners 80,949 88,151 103,400 116,865 112,173 109,018 109,839 108,561 108,527 109,015
10 Otherassets ... o0 s 11,320 14,777 17,718 20.423 20,148 20,080 20,066 19,301 19,621 19,687
11 Total payable in U.S. dollars. .. . . ... 224,940 267,713 291,798 | 348,953 350,571 351,125 353,001 355,541 351,349 350,285
12 Claims on United States ...... ....... 16,382 31,171 27,191 43279 61,939 08,241 67,983 74,220 76,410 71,917
13 Parent bank e 12,625 25,632 19,896 26,355 42,518 48,623 47,402 51,383 54,107 55,584
14 Other.........ooooovn oo ol 3,757 5.539 7,295 16,924 19,421 19.618 20,581 22,837 22,303 22,333
15 Claims on foreigners. ......... ...... 203,498 229,120 255,391 | 293,690 276,965 270,696 272,903 269,557 263,047 260,446
16 Other branches of parent bank .. 55,408 61,525 58,541 69,938 69,385 71,999 72,094 70,383 69,409 70,357
17 Banks..............o.o 78,686 96,261 117,342 | 131,572 122,253 117,148 118,227 117,372 113,673 110,485
18 Public horrowers e 19,567 21,629 23,491 25,1257 22,863 21,180 21,483 20,624 20,170 19,221
19 Nonbank formgnus RPN 49 837 49,705 56,017 67,055 62,404 60,369 61,099 61,178 59.795 60,383
20 Other assets ..oovivoiiie s 5,060 7,422 9.210 11,984 11,667 12,188 12,115 11,764 11,892 11,922

United Kingdom
21 Total, all currencies. .......... ... ... 106,593 130,873 144,717 161,531 157,229 157,892 162,351 161,471 159,481 161,036
22 Clanns on United States 5.370 L1117 7.509 9,315 11,823 13,935 15,884 16,343 17,676 20,155
23 Parentbank .. ... ... 4,448 9.338 5275 5,162 7,885 10,264 12,044 12,446 13,750 15,854
24 Other .. ... . . 922 1,779 2,234 4,153 3,938 3,671 3,840 3,897 3,926 4,301
25 Claims on foreigners. ........ 9K.137 115,123 130,142 [ 145,889 138 888 137,953 140,197 139,292 135,634 134,845
26 Other branches of parent bank .. 27,830 34,291 34,760 41,476 41,367 41,468 40,935 41,186 39,811 39,621
27 Banks 45,013 51,343 58,741 63.044 56,315 56,164 57,975 56,940 55,545 54,690
28  Public borrowers? .. ..., B 4,522 4,919 0,688 7,463 7,490 7,249 7370 7,541 6,822 6,663
29  Nonbank foreigners .... ... ... 20,772 24 570 30,953 33,906 33716 BON2 3917 33,625 33,456 33,871
30 Otherassets .........., ... .o ... 3,086 4,633 6,066 6,327 0,518 6,004 6,270 5,836 6,171 6,063
31 Total payable in U.S. dollars. . ......... 75,860 94,287 99,699 117,454 115,188 116,870 121,432 120,432 117,914 119,586
32 Claims on United States ...... ....... 5,113 10,746 7.116 8,811 11,246 13,438 15,391 15,842 17,182 19,608
33 Parent bank 4,386 9,297 5229 5,110 7,721 10,098 11,881 12,293 13,623 15,663
34 Other.. 727 1,449 1,887 3,70 3,525 3,340 3,510 3,549 3,559 3,945
35 Claims on foreigners. . . 69,416 81,294 89,723 104,741 499,850 99,473 101,861 100,500 96,595 95,926
36 Other branches of pdl’u!l ‘bank .. 22,838 28,928 28,208 34,905 35,439 35,875 35,697 36,085 34,240 33,922
37 Banks. .. oo ool 31482 Jo,760 42,073 46,463 40,703 40,610 42 453 40,732 40,070 39,609
38 Public borrowers? ... DR 3.317 3.319 4,911 5,500 5,595 5,423 5,467 5,360 4,717 4,507
39 Nonbank forcigners ........... .... t1.779 12,287 14,471 17,873 18,113 17,565 18,244 18,353 17,568 17,888
40 Other assets ............. 1,331 2.247 2,860 3,902 4,092 3,959 4,180 4,000 4,137 4,052
Bahamas and Caymans

41 Total, all currencies. . ....... .... .. 91,735 108,977 123,837 148,557 149,051 146,585 142,853 143,795 142,941 139,836
42 Claims on United States ...... ... .. 9,635 19,124 17,751 29,909 46,343 50,647 49,060 54,019 55,533 54,316
43 Parent bank ....... .. o 6,429 15,196 12,631 17,665 31,440 35,453 32,704 35,311 37,013 36,099
44  Other..... ... oo 3,206 3,928 5,120 12,244 14,903 15,194 16,356 18,708 18,520 18,217
45 Claims on foregners.. ... .. ... .. 79,774 806,718 101,926 113,486 98,205 91,538 89,405 85,465 83,124 81,191
46  Other branches ot perm bank .. 12,904 9,689 13,342 13,972 12,951 14,084 14,384 12,035 12,640 14,248
47  Banks . .. . . 33,677 43,189 54,861 61,3337 55,299 50,754 48,951 47,867 45,768 43,165
48 Public hom)wusz . {1,514 12,905 12,577 12,7457 10,010 8,713 8,584 7,980 7,847 7,348
49 Nonbank foreigners 21,679 20,935 21,146 25,436 19,945 17,987 17,486 17,583 16,869 16,430
50 Other assets ...... ... . 2,326 3,135 4,160 5,162 4,503 4,400 4,388 4,311 4,284 4,329
51 Total payable in U.S. dollars. .. ....... 85,417 102,368 117,654 | 142,632 143,686 141,447 137,842 138,748 137,840 134,925

which reduced the number of reporting branches.

1. In May 1978 the exemption level tor branches required to report was increased,

2 In May 197% a broader category of claims on forcign public borrowers, in-
cluding corporations that are majonty owned by foreign governments, rcpldccd
the previous, more narrowly defined claims on foreign official institutions.
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3.14 Continued

1981 1982
Liability account 1978! 1979 1980
Nov Dec” Jan.” Feb 7 Mar.” Apr May?
All toreign countries
52 Total, all currencies. .. ............... 306,795 364,409 401,135 462,810 462,790 459,998 461,249 463,728 460,225 460,210
53 To United States ... ............... SK.012 60,089 91,079 128,084 137.696 144,075 145,371 150,632 152 841 155,961
54 Parentbank ... ..., e 28,654 24,533 39,286 49,388 56,127 56,011 55,328 58,606 56,847 56,096
55 Other banks in United States .. ... 12,169 13,968 14,473 16,663 19,343 19,863 22,617 24,413 25,969 27,678
56 Nonbanks .. .... R 17,189 28,188 37,275 62,036 62,226 08,201 67,426 67,553 70,025 72,187

57 To foreigners ........ ... o0 o 238,912 283,510 295411 316,232 305,640 296,283 296,253 293,521 287,192 283,162
58  Other branches of parent bank . . 67,496 77,640 75,773 87,831 86,422 85,680 84,351 85,029 84,184 85,091
59 Banks......o..oioiiiiiionn 97,711 122,922 132,116 132,111 124 896 115,538 118,970 117,070 111,718 107,320

60  Official institutions . .. .. .. . . 31,936 35,608 32473 24,696 25,997 25,124 24,625 23,039 22,340 22,052
61  Nonbank foreigners ... ... . B 41,769 47,280 55,049 71,594 68,331 06,941 68,307 67,783 68,950 68,099
62 Other liabilities ...... ........... ... 9871 14,210 14,690 18,494 19,448 19,640 19,625 19,575 20,192 21,087
63 Total payable in U.S. dollars. .......... 230,810 273,857 303,281 360,971 364,235 364,005 366,885 369,508 366,655 367,167
64 To United States ..............o.oonns 55,811 64,530 88,157 125,121 134,596 141,063 142,450 147,638 149,737 152,847
65 Parentbank .............. .. 27.519 23,403 37,528 47,456 54.242 53,933 53,356 50,054 34,786 54,148
66 Other banks in United Stat .. 11,915 13,771 14,203 16,564 19029 19,736 22,400 24,172 25,632 27,263
67 Nonbanks ......................... 16,377 27,356 360,426 61,101 61,325 07,394 60,694 66,812 69,319 71,436
68 To foreigners ............ ..., 169,927 201,514 206,883 224,610 217,479 210,960 212,980 210,419 205,207 201,530
69 Other branches of parent bank . 53,396 00),551 58,172 69,561 09,181 69,185 68,187 09,545 08,081 08,097
70 Banks...................0... 63,000 80,691 87,497 84,789 79,590 74,319 76,132 73,182 69,334 66,621
71 Official institutions .......... 26,404 29,048 24,697 18,911 20,288 19,937 19,322 18,120 17,491 17,892
72 Nonbank foreigners ... .. 27,127 31,224 36,517 51,349 48,420 47.519 49,339 49,572 50,301 48,920
73 Other liabilities .............. .. . .. 5,072 7.813 §.241 11,240 12,160 11,982 11,449 11,451 1071t 12,790

United Kingdom

74 Total, all currencies. .............. ... 106,593 130,873 144,717 161,531 157,229 157,892 162,351 161,471 159,481 161,036
75 To United States 9,730 20,986 21,785 36,316 38,022 40,7608 43 358 42,481 41,886 43,882
76 Parent bank .. . PR 1,887 3,104 4,225 4,045 5,444 6,413 6,765 6,313 8,006 6,694
77 Other banks in s 4,189 7.693 5,716 6,652 7.502 7,313 8,973 8,607 8,345 8972
78 Nonbanks ......................... 3,654 10,189 11.844 25,619 25,076 27,042 27,620 27,561 25,535 28,216
79 To foreigners ........ ......... ...t 93,202 104,032 117,438 118,401 112,258 110,036 111,417 111,262 109,629 109,199
80 Other branches of parent bank ...... 12,786 12,567 15,384 16,090 16,545 16,270 16,546 17,245 18,358 Y412
81 Banks............. ... 39,917 47,620 56,2602 56,239 51,336 44,622 49,937 49,6106 47,549 46,204
82 Official institutions . .. . .. 20,963 24,202 21,412 15,089 16,517 16,110 15,9605 14,608 13,908 14,119
83  Nonbank foreigners ...... ......... 19,536 19,643 24,380 30,983 27,857 28,034 28,969 29,793 29814 29,404
84 Other liabilities ...................... 3,661 5,855 5,494 6,814 6,952 7,088 1,576 7,728 7.966 7,955
85 Total payable in U.S. doBlars. .......... 77,030 95,449 103,440 122,362 120,277 121,407 127,029 126,359 124,248 126,901

86 To United States . . ... 9,328 20,552 21,080 35,700 37,332 4,276 42,809 41,885 41,198 43,143

87  Parent bank . .. 1,836 3,054 4,078 3,956 50 6,296 6,660 6,211 7,907 6,624
8  Other banks in United States . .. 4,101 7,651 5,626 6,611 7. 249 7,289 8,884 8,489 8,167 8,758
8 Nombanks ...................... ... 3,391 9.847 11,376 25,139 24,733 26,691 27,265 27,185 25,124 27,764
90 To foreigners ............. ......... 66,216 72,397 79,636 82,760 79.034 77,463 80,581 R(,825 79,444 79914
91 Other branches of parent bank ...... 9,635 8,446 10,474 11,457 12048 11,900 12.254 13,130 14,102 14,958
92 Bank$.................o0 25,287 29,424 35,388 35,141 32,298 30,995 32,249 32,090 30,418 29,965
93 Official institutions . 17,091 20,192 17,024 12,133 13,612 13,497 13,418 12,196 11,568 11,829
94  Nonbank forcigncrs e e 14,203 14,335 16,750 24,035 21,076 20071 22,600 23,400 23,359 23,162
95 Other habilities ..................... [ 486 2,500 2,724 3.890 3911 3.608 3,639 3,649 3,606 3.844
Bahamas and Caymans
96 Total, all currencies. .................. 91,735 108,977 123,837 148,557 149,051 146,585 142,853 143,795 142,941 139,836
97 To United States . ............. ... ... 39,431 37.719 59,600 80,161 85,704 8R,968 K7,364 91,703 94,032 94,421
98 Parentbank ....... ..... ... ..., 20,482 15,267 28,181 36,066 39,250 31,777 36,683 39,146 35,806 36,395
99  Other banks in United States - 6,073 5,204 7.379 8,971 10,620 11,185 12,176 14,267 15,855 16,834
1060 Nonmbanks .................cc0vons 12,876 17,248 24,106 35,124 35,834 40,006 38,505 38,290 42,371 41,192
101 To foreigners ................ «veeonn 50,447 68,598 61,218 64,462 60,012 54,558 52,398 49,110 45,907 42,032
102 Other branches of parent bank ... .. 16,094 20,875 17,040 23,307 20,641 20,721 19 814 18,614 17,365 15,888
103 Banks.............cco.oinn R 23,104 33,631 29,895 24,712 23,202 18,650 18,252 16,436 14,776 13,457
104 Official institutions . . 4,208 4,866 4,361 3381 3,498 3,149 2,508 2,607 2,512 2,448
105  Nonbank foreigners ................ 7,041 9,226 9,922 13,062 12,671 12,038 11,827 11,453 11,254 10,239
106 Other liabilitles .. ............ ....... 1,857 2,660 2,953 3,934 3,335 3,059 3.091 2,982 3,002 3,383

107 Total payable in U.S. dollars. .. ....... 87,014 103,460 119,657 144,034 145,227 142,793 139,247 140,115 139,461 136,504
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3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS
Millions of dollars, end of period

1981 1982
Item 1979 1980
Dec.” Jun.’ Feb. ! Mar.’ Apr. May? June?
L
I Totall ..o 149,697 | 164,578 | 169,697 | 167,975 166,209 | 166,757 | 165,526 [ 166,983 [ 168,954
By type
2 Liabilities reported by banks n thc United States? ... .... . 30,540 30,381 26,567 24,113 24,713 25,051 26,326 27,713 29,041
3 U.S. Treasury bills and certificates®. ... ... . .. L. L 47,660 56,243 52,389 52,306 48,174 47,048 43,850 42,741 43,509
U.S. Treasury bonds and notes
4  Marketable ............. e e 37,590 41,455 53,150 53,992 56,333 57.647 58,459 59,933 60,241
5 Nonmarketable® ... ... ... ... .. i, 17,387 14,654 11,791 11,791 11,291 11,291 11,050 10,750 10,150
6 U.S. securitics other than U.S. Treasury securitics” ...... ... 16,514 21,845 25,800 28,771 25,6098 25,720 25.841 25,846 26,013
By area
7 Western Buropel ... ... . ... oo 85,633 81,592 65 479 63,058 62,049 60,364 57,393 57,367 58,693
g Canada,................ R AP 1,898 1,562 403 2,369 1,669 1,647 1.721 1,329 1,568
9 Latin America and (,dnbbcan ............ 6,291 5.688 ‘)54 5.930 6,308 6,562 7,124 7,248 7,662
10 Asia .. 52,978 70,784 91 790 94,137 93,559 95,247 94,866 95,913 95,484
It Africa..... . . 2,412 4,123 1,829 1,649 1,474 1,337 1,823 1,381 1,437
12 Other countries®. . ................ . Lo 485 829 1,242 832 1,150 1,600 2,599 3,745 4,110
1. Includes the Bank for International Settlements. ) 5. Debr sceurities of U.S. government corporations and tederally sponsored
2. Principally demand deposits, time deposits, bankers acceptances, commercial agencies, and U.S. corporate stocks and bonds.
paper, negotiable time certificates of deposit, and borrowings under repurchase 6. Includes countries in Oceania and Eastern Europe,
agreements.
3. Includes nonmarketable certificates of indebtedness (including those payable Nott. Based on Treasury Department data and on data reported to the Treasury
in foreign currencies through 1974) and Treasury bills issucd to official institutions Department by banks (including Federal Reserve Banks) and securitics dealers in
of foreign countries, the United States.

4. Excludes notes issued to foreign official nonreserve agencies. Includes bonds
and notes payable in foreign currencies.

3.16 LIABILITIES TO AND CLAIMS ON FOREIGNERS Reported by Banks in the United States
Payable in Foreign Currencies

Millions of dollars, end of period

1981 1982
Item 1978 1979 1980

June Sept. Dec.” Mar.
1 Banks' own liabilities .............o i 2,406 1,918 3,748 3,031 2878 3,798 4,391
2 Banks’ own claims! ... 34671 2419 4,206 3,699 4,078 5,220 5,788
3 Deposits.......... . 1,795 994 2,507 2,050 2,409 3,398 3,979
4  Otherclaims................... . 1,876 1.425 1,699 1,649 1,669 1,822 1,810
5 Claims of banks’ domestic CUStOMErs=. .. ........... .o aon 358 580 962 347 248 971 944
1. Includes claims of banks’ domestic customers through March 1978. Nove. Data on claims cxclude foreign currencies held by U.S. monetary au-

2. Assets owned by customers of the reporting bank located in the United States thorities.
that represent claims on foreigners held by reporting banks for the accounts of
their domestic customers.
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States
Payable in U.S. dollars
Millions of dollars, end of period
1981 1982
Holder and type of liability 1978 1979 1980
Dee.” Jan.’ Feb.” Mat Apr.” May’ June?
I All foreigners . ....... F R 166,842 | 187,521 | 205,297 [ 242,981 | 250,799 | 254,520 | 261,219 | 266,256 [ 274,336 | 284,894
2 Banks’ own liabilities ...... ............ ... 78,661 117,196 | 124,791 162,755 171,338 179,819 I87,559 1 194,898 | 203,115 | 211,624
3 Demand deposits ................... . 19218 23,303 23,462 19.677 18,334 17,808 16.498 18,161 17,514 17,893
4 Time deposits' ... . .. ... 00 12,427 13,623 15,076 28816 31,363 36,555 43,597 48,552 53,404 56,583
S Other? . R s 9,745 16,453 17.583 17,418 16,466 17.235 18,089 18,57 20,221 22,372
6 Own foreign oftices’ 37,311 63,817 68,670 96.844 | 105175 108,221 108.475 109,616 111,976 114,776
7 Banks’ custody liabilities* . . e e 88,181 70,325 80,506 80,225 79,460 74,701 73.660 71,358 71,222 73,269
8  U.S. Treasury bills and certificates® ... .. 68,202 48,573 57,595 55,312 55,131 51,142 50,152 47,353 46,476 48,810
9 Other negotiable and readily transferable
instruments® . ... oL o 17.472 19,396 20,079 18,944 18,842 18,718 18,901 19,326 20,751 20,455
100 OMEr v o e i . 2,507 2,356 2832 5.970 5487 4.842 4,607 4,679 3,995 4,004
11 Nonmonetary international and regional
organizations” . .......... .. .......... . 2,607 2,356 2,34 2,721 2,148 2,091 2,045 2,043 3,034 4,004
12 Banks’ own liabilities ......... ... ... 96 714 444 638 373 208 445 603 1,267 1,236
13 Demand deposits. ... . 330 260 146 262 130 135 209 149 185 300
14 Time deposits' ... R . . 84 151 85 58 KO 76 141 286 460 586
15 Other? oo 492 303 212 318 156 87 90 168 616 350
16 Banks’ custody liabilities* . ... 1701 1,643 1,900 2,083 1.775 1,792 1,599 1,439 1,767 2,768
17 U.S. Treasury bills and ce ates ... .. 201 102 254 541 217 277 109 142 253 1,425
18 Other negotiable and readily transferable
instruments® ... e 1,499 1.538 1.646 1.542 1,558 1,515 1,490 1,297 1,514 1,343
19 Other............. ......... s . | 2 0 0 0 4] 0 0 4} 0
20 Official instiutions® . . . .. U ...| 90,742 78,206| 86,624 78,957 ] 76,422] 72,886 72,099 70,176 | 70,454 | 72,551
21 Banks' own liabilities ..... ............ ... 12,165 18,292 17,826 16,808 14,643 14,959 15,326 17,112 17,616 19,547
22 Demand deposits . ... ... 3,390 4,671 3,771 2,612 2,404 2,385 2,277 3,241 2,779 3,383
23 Time deposits! . . - 2,560 3,050 3,612 4,146 3,686 4,261 4,866 5,623 5,759 5,439
2 Other? . .. .. . 6,215 10,571 10,443 10,050 8,553 8,312 8,183 8,248 9,078 10,725
25 Banks’ custody liabilities® ... . ... ... RN 78,577 59.914 68,798 62,149 61,778 57,927 56,773 53,064 52,838 53,004
26 U.S. Treasury bills and certifica e 67,415 47,666 56,243 52,389 52,306 48,174 47,048 43,850 42,741 43,509
27 Other negotiable and readily transferable
instruments® ... e 10,992 12,196 12,501 9712 9,445 9,717 9,685 9,029 10,057 9.461
280 Other....... ... e 170 52 54 47 27 37 40 185 40 a3
20 Banks® ... 57,423 | 88,316 96,415 | 135355 | 145926 | 151,420 | 157,787 | 161,176 | 165,668 | 171,597
30 Banks’ own liabilities ......... ... .. ... . 52,626 83,299 90,456 | 123,640 | 134,040 140,669 | 146,591 148,456 183,107 158,896
3! Unaffiliated foreign banks.......... ... ... 15,318 19,482 21,786 26,796 28,865 32,448 38,116 38,840 41,131 44,120
32 Demand deposns‘ e 11,257 13,285 14,188 11,614 10,893 10,444 9,267 9915 10,000 9,356
33 Time (lcposus' P 1,429 1,667 1,703 8,654 10,672 13,653 18,653 19,260 21,269 24,110
34 Other? 2.629 4,530 5,895 6,52 7.299 8,350 10,195 9,664 9,862 10,654
35  Own foreign office: 37.311 63,817 68,670 96,844 1 105,175 108,221 108,475 109,616 111,976 114,776
36 Banks' custody liabilities® ...... ... ... .. 4,797 5.017 5.959 11,715 11,886 10,751 11,197 12,720 12,562 12,701
37 U.S. Treasury bills and certiticates . . 300 422 623 1,683 1,853 1.876 2,213 2,592 2,698 2,922
38  Other negotiable and readily transterable
instruments® . .. ... o 2,425 2,415 2,748 4,421 4,458 4,405 4,729 5,968 6,097 6,527
39 Other.............. ... o 2,072 2,179 2,588 5.611 5,176 4,470 4255 4,160 3,760 3,253
40 Other foreigners. .. .. ....... .. ....... L 16,070 18,642 19,914 25,947 26,303 28,124 29,288 32,861 35,180 36,742
41 Banks' own liabilities ............. ... .. 12,964 14.891 16,065 21,669 22,282 23,893 25,196 28,727 31,125 31,945
42 Demand dcpusils. .. 4,242 5,087 5,356 5,189 4,906 4,843 4,745 4,855 4,549 4,855
43 Tim 8,353 8,755 9,676 15,958 16,918 18,564 10,936 23,383 25,910 26,447
44 Other 368 1.048 1,033 523 458 485 SIS 489 666 643
45 Banks’ custody labilities* . ... ... . o 3,106 3,751 3,849 4,278 4,021 4,231 4,092 4,134 4,055 4,797
46 U.S. Treasury bills and certiticates ...... ..... 285 382 474 698 755 815 782 769 784 954
47 Other negotiable and readily transferable
instruments® . 2.557 3247 3,185 3,268 2,981 3081 2,997 3,032 3,082 3,125
48 Other......... ...... 264 123 190 312 284 335 313 334 189 718
49 MeMo: Negotiable time certificates of
deposit in custody tor foreigners ..., .. . 1,007 10,984 10,745 10,672 10,451 10,916 1,169 11,673 12,652 12,878

1. Excludes negotiable time certiticates of deposit, which are included in “Other
negotiable and readily transferable instruments ”* Data for time deposits betore
April 1978 represent short-term only.

2. Includes borrowing under repurchase agreements.

3. U.S. banks: includes amounts duc to own foreign branches and foreign sub-
sidiaries consolidated in “*Consolidated Report of Condition” filed with bank 1cg-
ulatory agencies. Agencies, branches, and majority-owned subsidiaries of foreign
banks: principally amounts due to head office or parent foreign bank, and foreign
branches, agencies or wholly owned subsidiaries of head office or parent foreign
bank.

4. Financial claims on residents of the United States, other than long-term se-
curities, held by or through reporting banks.

International Scttlements.

5. Includes nonmarketable certilicates ot indebtedness and Treasury bills issued
to otficial institutions ot toreign countries,
6. Principally bankers acceptances, commercial paper, and negotiable time cer-
tificates of deposit.
7. Principally the International Bank for Reconstruction and Development, and
the Inter-American and Agian Development Banks.
8. Forcign central banks and foreign central governments and the Bank tor

9 Excludes central banks, which are included in “Ofticial institutions.”
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3.17 Continued

1981 1982
Arca and country 1978 1979 1980
Dec. A7 Jan.’ Feb.” Mar Apr 7 May’ June?
B
1 Total... ... ... Lo o0 166,842 187,521 205,297 | 242,981 250,799 | 254,520 | 261,219 | 266,256 | 274,336 | 284,894
2 Foreign countries .. ... e e e 164,235 185,164 | 202,953 | 240,259 | 248,651 252,430 | 259,174 | 264,213 | 271,302 | 280,890
3 Burope........ .. ..., . 85,172 90,952 90,897 90,942 89,804 91,957 93,541 91,890 97,469 103,216
4 Austria. oo 513 413 523 587 719 647 545 472 454 434
5 Belgum-lLuxembourg . 2,550 2,375 4,019 4,117 3,954 3,254 3.002 2,808 3,075 2,809
6  Denmark 1,946 1,092 497 333 512 524 s14 613 608 1,210
7 Finland, 346 398 455 296 157 292 273 229 212 181
8 France ...... 9214 10,433 12,125 8,486 8,078 8,047 7.792 6,737 6,312 9,233
9 Germany ... . e . 17,283 12,935 9,973 7,665 6,953 6,608 7,698 6,555 6,954 6,221
10 Greeee...... S . 820 635 670 463 469 535 472 457 549 S12
11 ltaly | . 7,739 7782 71572 7290 7,104 6,497 4,300 3,095 3.420 4,720
12 Netherlands S 2,402 2,337 2,441 2,823 2,838 3,027 3,111 2,963 2,714 2,836
13 Norway .............. .... P 1.271 1,267 1,344 1.457 1,245 1,129 1,518 1,666 1,981 1,370
14 Portugal, . e .. 330 557 374 354 301 275 272 272 276 365
15 Spain ...............0 L o 870 1,259 1,500 416 1,024 946 1,136 1,055 1114 1,191
16 Sweden..... L e .. 3121 2,005 1,737 1,548 1.274 1,480 1,358 1,373 1,425 1,411
17 Switzerland . . e e e .. 18,225 17,954 16,689 18,723 18,872 18,515 19,199 20,339 21,651 22,472
18 Turkey.......... e . . 157 120 242 518 336 216 283 364 204 169
19 United Kingdom .. .. e .. 14,272 24,700 22,680 28 288 30,649 34,073 35,146 35,4582 39,893 41,149
20 Yugoslavia........ .. . 254 266 681 375 215 219 223 259 237 314
21 Other Western Europe! 3,440 4,070 6,939 6,165 4,765 5,279 6,256 6,106 5,985 5,996
22 S8R 82 52 68 49 68 52 44 37 30 44
23 Other Eastern E urnpu 330 302 370 493 271 284 400 350 371 521
24 Canada........ . . . P 6,969 7.379 10,031 10,250 11,572 11,105 10,780 12,298 10,619 11,451
25 Latin America and Caribbean. . . . ..., ..., 31,638 49,686 53,170 84,685 92,474 94 715 98,073 103,809 105,517 108,240

26 Argentina
27  Bahamas ..

...... 1,484 1,582 2,132 2,445 2,879 2.897 3,037 2,729 2,203 2,030
. 6,752 15,255 16,381 34,400 43,627 43,675 44,689 45,608 44 819 43,671

28 Bermuda . 428 430 670 765 680 865 1513 1,165 1,350 1,300
29 Brazil.............. e 1,125 1,005 1,216 1,568 1,608 1,803 1,352 1,462 1,615 1,838
30 British West Indics ......... 5,974 11,138 12,766 17,794 17,924 18,847 18,844 19,623 19,690 22,304
31 Chile..... i 398 468 460 664 771 815 951 992 1,224 1,124
32 Colombia. PRSP S 1,756 2,617 3,077 2,993 2,861 2,924 2,654 2,639 2,515 2.700
33 Cuba..... o P 13 13 o 9 7 10 7 6 6 6
34 Ceuador. . . e B 322 425 n 434 388 370 513 491 465 559
35 Guatemala®.......... ... ... 416 414 367 479 485 519 590 564 583 S80
36 Jamaica®. ... ... .. . . 52 76 97 87 120 100 129 133 104 101
37 MEXICO. ..o 3407 4,185 4,547 7,163 6,668 7.246 7,646 8,533 8,992 8,786
38  Netherlands Antilles . e e 308 499 413 382 3,145 3,234 3434 3,474 3,449 3,880
39  Panama ............ C e e 2,967 4,483 4,718 4.847 3.480 3,357 4,190 4,238 4,348 5,400
40 Peru... B e e 363 383 403 694 594 531 532 620 753 1,069
41 Uruguay. .. ... 231 202 254 367 481 479 323 410 561 542
42 Venezuela ... .. . 3.821 4,192 3,170 4.245 4,557 4,578 5,120 8,061 9,421 9,280
43 Other Latin America dnd Caribbean. ........... 1,760 2,318 2,123 2,548 2,232 2,464 2,948 3.056 3419 3,070
A ASIE . e e 36,492 33,005 42,420 49,784 50,658 50,409 52,607 50,362 51,071 50,908
China
45 Mainland .......... ... e 67 49 49 158 183 215 257 331 284 244
46 Taiwan . 502 1,393 1,662 2,082 2,227 2,253 2,213 2,291 2,372 2,360
47  Hong Kung . 1,256 1,672 2,548 3,950 3,946 4,302 4,195 4,587 4,737 4,842
48 India...... . e e 790 527 416 385 512 414 435 544 603 540
49  Indones e P 449 504 730 640 1,230 1,241 1,127 837 784 583
50 Israel oo 688 707 8K3 592 546 507 449 539 562 605
SLooJapan ... 21,927 8.907 16,281 20,550 20,051 20,778 21,955 19,307 19.008 18,781
52 Korea..... BN . o 795 993 1,528 2,013 2,146 2.162 2,138 2,355 2,19 1,863
53 Philippines. P R 644 795 919 874 757 739 671 691 758 839
54 Thailand..................... 427 277 464 534 369 494 340 517 474 485
55  Middle-East oil-exporting countrie .. 7,534 15,300 14,453 13,154 13.623 13,569 14,799 14,347 14,405 14,268
56 Other ASiad .o.vvvv i oo 1,414 1.879 2,487 4,852 5,068 3735 4,028 4,016 4,893 5,497
57 Africa....... . . 2,886 3239 5,187 3,180 3,065 2,814 2,398 3111 2,629 2,677
58  Lgypt 404 475 485 360 571 339 297 411 82 448
59 oroceo. | . P 32 33 3 32 36 35 36 52 37 59
60 South Africa. o .. 168 184 288 420 252 368 330 308 305 335
61 Zaire............. . 43 110 57 26 33 40 69 41 27 37
62 Oil-exporting countrie . .. 1,525 1,635 3.540 1,395 1,207 1112 627 1,144 846 901
63  Other Africa.... .........ciii 715 804 783 946 966 920 1,039 1,156 1,031 896
64 Other countries ............ovveiiine oo 1,076 904 1,247 1,419 1,078 1,430 1,775 2,743 3,997 4,398
65  Australia .. .. . o .. 838 684 950 1,223 853 1,204 1,550 2,542 3,752 4,172
66  All other 239 220 297 196 225 226 225 201 245 226
67 Nonmonetary international and regional
Organizations. . .. ... e i 2,607 2,356 2,344 2,721 2,148 2,091 2,045 2,043 3,034 4,004
68 International.......... e 1,485 1,238 1,157 1.661 1,072 1,082 1,081 1,269 2,064 2,860
69  Latin Amcmdn regional . e 808 806 890 710 712 706 630 450 661 694
70 Other rcglunal ............................. 314 313 296 350 364 303 334 323 309 449
1. Includes the Bank for International Settlements. Beginning April 1978, also . Asian, Afnican, Middlc Eastern, and Furopean regional organudnons cxeept
includes Eastern European countrics not listed in line 23, thc. Bank for International Settlements, which iv included in “Other Western
2. Beginnin AYril 1978 compriscs Bulgaria, Czechoslovakia, the German Dem- Europe.
ocratic cpubﬁc. lungary, Poland, and Romania. Liabilities and claims of banks in the United States were increased, beginning
3. Included in “Other Latin America and Caribbean” through March 1978, ccember 1981, by the shift from foreign branches to international banking
4. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and zlLI|IlIC§ in the United States of liabilities to, and claims on, foreign residents.

United Arab Emirates (Trucml States).
5. Comprises Algeria, Gabon, Libya, and Nigeria.
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3.18 BANKS OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States
Payable in U.S. Dollars
Millions of dollars, ¢nd of petiod
1981 1982
Airca and country 1978 1979 1980 —
Dec. A7 Jan.” Feb,” Mat Apr.’ May’ June?
LTotal. o e 115,545 | 133,943 | 172,592 | 251,029 | 2568221 266,483 | 276,924 | 287,562 | 300,193 | 311,859
2 Foreign countries .. . ... - 115,488 133,906 172,514 250,973 254,771 266,435 276,868 287,522 300,150 A1L816
3 Bwope .. . e e e . 24,201 28,388 32,108 49,047 51,844 54,695 560,937 59,319 02,177 03,375
Austiist ..o P 140 284 236 121 198 172 130 200 201 140
5 Belgum-Lusembourg P 1,200 1,339 1,621 2,843 2,819 3,280 3,778 3,848 3,669 3,732
6 Denmark ... L e . 254 147 127 188 226 253 286 284 2
7 Finland. P . S 305 202 460 547 558 573 528 638 736
8 Fance . .. 3,735 3.322 2,958 4,120 4,707 4,951 5,042 5,508 6,377
9 Geimany .. 845 1,179 948 936 1,080 R70 1,483 1,512 1,758
10 Greeee .. .. 164 154 256 333 380 321 279 202 297
Il Itaty . 1,523 1,631 3,304 5,240 5,496 5,644 5,099 5.853 6,035
12 Netherlands 677 514 575 680 763 814 750 927 992
13 Norway ... 299 276 227 384 RLTS 437 452 416 428
14 Portugal ... 171 330 31 529 S84 066 813 797 938
15 Sp(un . e e e 1,120 1,051 993 2,100 2,166 2,507 2,499 2,624 3,074
16 leno.oooo oo o .. BN . 537 542 783 1,206 1,329 1,504 1,441 1,692 1,641
17 ¢ e 1,283 1,165 1.446 ‘_‘LH 1,849 2,001 1,564 1,557 1,602
18 Turkey . L P . 300 149 145 424 464 522 487 573 S84
19 Umtcd Kmbdom e o . 10,147 13,795 14,917 23,645 25,136 26,665 31,081 32,113 31,087
20 Yugoslavia.... ... C e e 363 611 853 1,224 1,211 1,243 1,238 1,202 1,294
21 ()!hcr Western 1 urope! 122 175 179 209 220 192 282 386 267
22 USSR........... 360 268 281 367 455 262 195 2514 296
23 Other Liastern 14 ulupL 657 1,254 1,410 1,725 1.820 1,817 1,790 [,785 1,711 1,775
24 Canada. ... .... e e . 5.152 4,143 4,810 9,164 4,600 9,925 10,970 11,805 11,323 12,694
25 Latin America and Canbbean. .. ... ..., 57,565 67,993 92,992 134,114 143,022 148,003 152,875 158,097 166,781 172,018
26 Argentina 2,281 4,389 5,689 7,522 8,022 8,827 8,928 10,896 10,816 10,890
27 Bahamas .. 21,555 18,918 29,419 43,437 44 K86 45,860 47,586 47,606 48,754 51,455
28 Bermuda . 184 496 218 346 481 482 401 575 396 419
29 ﬂl.ml . 6,251 7,713 10,496 16,918 17,329 17 878 18,723 19,380 20,309 20,998
30 9,694 9,818 15,663 21,913 21,100 22,031 22,975 22,739 25,573 25,698
31 970 1,441 1,951 3,690 4,157 4,363 4,513 4,590 4,884 5,237
32 012 1,614 1, 752 2,018 2,008 2,067 2,018 2,146 2,265 2,537
3 3 7 9 3 137 37 3
34 FEeuador. . 705 1,025 1, 1‘)() 1,531 1,703 1,752 1,837 1,879 1,852 2,053
35 Guatemala®. 94 134 137 124 119 119 106 116 112 124
36 Jamaica® . S A 40 47 36 62 177 115 151 130 781 124
37 Mexico. ..., o e . 5479 9,099 12,595 22.407 23,025 24,301 25,174 26,087 28,321 29,311
38  Netherlands Antilles . . . 273 248 821 1,076 953 1,150 873 886 8RO 1,025
39 Panama ... AN 3,098 0,041 4,974 0,780 6,927 7,306 7,509 8,240 8,318 8,422
40 Peru ... R e e e . 918 65 890) 1,218 1,432 1,433 1518 1,589 1,672 2,139
41 Uruguay. . o 52 105 137 157 262 240 232 36 346 381
42 Venezuela ... .. 3,474 4,657 5,438 7,069 1237 7727 8,085 8,500 9,172 9,138
43 Other Latin Americe (m 1,485 1,593 1,583 1,844 2,491 2,374 2,245 2,220 2,295 2 (1(14
44 Asta P . e 25,362 30,730 39,078 49,770 46,023 48,211 50,107 52,115 53,140 56,771
China
45 Mainland . . . 4 35 195 107 85 65 84 98 08 124
46 Taiwan......... . A 1.499 1,821 2,469 2,461 2,654 2,215 2,300 2,275 2,114 1,918
47 lIlong Kong Lo P 1,479 1,804 2,247 4,126 4,092 4,287 5,434 5,344 5,978 6,143
48 India. . 54 92 142 123 148 188 212 195 185 248
49 Indonesi 143 131 245 346 317 330 356 308 318 239
50 lsrael . K88 990 1,172 1,562 1,318 1,467 1,241 1,160 1,391 1,825
51 Japan .. o 12,646 16,911 21,361 26,757 24,093 26,081 25972 27,358 26,755 29,348
52 Korea........ .. 2,282 3,793 5,097 7,324 6,540 6,272 6,564 6,953 7,103 7,037
53 Philippines. . ... 680 737 989 L1817 1,764 1,989 2,270 2,206 2,459 2,605
54 Thailand oo R 758 933 876 564 527 559 513 565 502 459
55 Middle Ea oil-cxpurlmg countries? .. 3,125 1,548 1,432 1,575 1,624 1991 2,021 2.411 2,613 2.556
56 Other Asia ....... ... . o 1.804 1,934 2,282 3,009 2,860 2,766 3,139 3,182 3 (75() 4,269
STAITICA. ... .o o i 2,221 1,797 2,317 3,503 3,819 4,019 4,203 4,383 4,768 4,853
58 Egypt .. e . . . 07 114 151 238 259 293 327 345 400 416
59 OTOCCO, v oot 82 103 223 284 273 273 294 312 278 334
60 South Afri 860 445 370 Lot 048 1,249 1,426 1,344 1,387 1,467
6l Zaire. ... 164 144 94 112 98 93 89 100 81 84
62 Oil-exporting countrics’ B ceee 452 391 805 657 )3 593 637 725 839 801
63 Other....... .............. S56 600 734 1,201 1,458 1518 1,429 1,557 1,783 1,752
64 Other countries .. ... e 9RE 855 1,150 1,376 1,463 1,583 1,777 1,803 1,961 2,108
65 Australia .. B 877 673 859 1,203 1,280 1,385 1,501 1,560 1,655 1,702
66 All other 1t 182 290 172 183 198 276 243 300 404
67 Nonmonctary international and rq,mndl
arganizations®. .. ... 0 Lo o 56 36 78 56 5t 47 57 40 43 43

L. Includes the Bank for International Settlements Beginning April 1978, also
includes Eastern European countrics not listed in line 23,

2. Beginning April 1978 comprises Bulgaria, Czechoslovakia, the German Dem-
ocratic Republic, Hung(lr Poland, and Romnia.

3. Included in “Other Latin America and Caribbean” through March 1978,

4. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
United Arab Emirates (l|uudl States).

Novir,

0. Excludes the
Western FEurope.
Data for period prior to April 1978 tuctude claims ot banks’ domestic

customers on forcigners,

in December 1981,
tacilities in the Umlu States of liabilities to, and claims on, foreign residents,

5. Cumpriscs Alécnu,v(ialmn. Libya, zu_\d Nigeria. )
ank for International Settlements, which 1s included in “*Othet

A Liabilitics an Lluuns of banks in the United States were incred
the shuft trom torcign branches to international banking

sed, beginning
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3.19 BANKS' OWN AND DOMESTIC CUSTOMERS’ CLAIMS ON FOREIGNERS Reported by Banks in the

United States
Payable in U.S. Dollars

Millions of dollars, end of period

1981 1982
Type of claim 1978 1979 1980
Dec. A" Jan.’ Feb.” Mar. Apr.’ May” June?
*
TTotal.......ovoiii i e 126,787 154,030 198,698 288,282 [ ....oaau | ceeiinnn 320,068 | o.eiiiiin ] vveeinnen | eineiin .
2 Banks’ own claims on forcigners ....... 115,545 133,943 172,592 251,029 [ 255,822 266,483 276,924 1 287,562 300,193 311,859
3 Foreign public borrowers. .. .. .. 10,346 15,937 20,882 31,193 33,153 33,460 33,705 35,203 37,543 39,972
4 Own foreign offices! 41,605 47,428 65,084 96,639 96,476 98,305 101,710 106,115 107,798 111,837
5 Unaffiliated foreign banks 40,483 40,927 50,168 74,091 76,304 82,946 87,288 90,760 97,195 101,389
6  Deposits .. L 5,428 6,274 8,254 22,689 23,947 26,259 28,709 29,152 33,432 35,115
7 Other....ocoviiiiiiiini i 35,054 34,654 41,914 51,403 52,357 56,686 58,579 61,607 63,763 66,274
8 All other foreigners........ ... . . .. 23,111 29,650 36,459 49,105 49,889 51,772 54,222 55,484 57,658 58,661
9 Claims of banks' domestic customers? | . 11,243 20,088 26,106 37283 ..o e 43,043 ... o e
10 Deposits. . .ovvevvicrioriiiiii o 480 955 885 L3781 oo e I R IR RN
11 Negotiable and readily transferable
instruments’ ... 5,396 13,100 15,574 22752 o 32,328 .. o ]
12 Outstandinﬁ collections and other
claimst .. .o 5,366 6,032 9.648 0,023 .o 9303 | ...
13 Memo: Customer liability on
ACCEPLANCES . . oo et 15,030 18,021 22,714 29565 o] 302730 oo )
Dollar deposits in banks abroad, re-
ported by nonbanking business en-
terprises in the United States® . ... 13,668 22,265 24,381 39,556 42,117 43,648 40,800 41,223 43,648 n.a.

1. U.S. banks: includes amounts duc from own foreign branches and foreign
subsidiaries consolidated in “Consolidated Report of Condition” filed with bank
regulatory agencies. Agencies, branches, and majority-owned subsidiaries of foreign
banks: principally amounts due from head office or parent forcign bank, and foreign
branches, agencies, ar wholly owned subsidiaries of head office or parent foreign
bank.

2. Assets owned by customers of the reporting bank located in the United States
that represent claims on foreigners held by reporting banks for the account of their
domestic customers.

3. Principally negotiable time certificates of deposit and bankers acceptances.

4 Data for March 1978 and for period before that are outstanding collections
only.

5{ Includes demand and time deposits and negotiable and nonnegotiable certif-
icates of deposit denominated in U.S. dollars issued by banks abroad. For descrip-
tion of changes in data reported by nonbanks, sce July 1979 BuLLitin, p. 550.

A Liabilities and claims of banks m the United States were increased, beginning
in December 1981, by the shift from foreign branches to international banking
facilities in the United States of liabilities to, and claims on, foreign residents.

Noie. Beginning April 1978, data for banks’ own claims are given on a monthly
basis, but the data for claims of banks’ own domestic customers are available on
a quarterly bur’s only.

!

3.20  BANKS’ OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States

Payable in U.S. Dollars

Millions of dollars, end of period

1978 1979 1980 1981 1982
Maturity; by borrower and arca
Dec Dec. Dec. June’ Sept” Dec. A7 Mar.

Y T 73,635 86,181 106,748 117,610 122,477 153,932 174,697

By borrower
2 Maturity of | year or eSSt L 58,345 65,152 82,555 92,124 94,957 115,895 132,886
3 Foreign public borrowers 4,633 7.233 9,974 11,752 12,990 15,196 16,579
4 All other foreigners ., 53,712 57,919 72,581 80,372 81,967 100,699 116,307
5 Maturity of over | ycar1 . 15,289 21,030 24,193 25,486 27,520 38,037 41,811
6  Foreign public borrowers . .. 5,395 8,371 10,152 11,177 12,564 15,648 17,054
7 Allother foreigners. ... 9,894 12,659 14,041 14,309 14,956 22,389 24,751

By area

Maturity of | year or less!
8 15,169 15,235 18,715 21,149 23,015 27,886 34,061
9 2,670 1,777 2,723 3,314 3,959 4,634 5,628
16 20,895 24,928 32,034 33,584 35,590 48,463 58,493
11 17,545 21,641 26,686 31,509 29,295 31,513 30,595
12 1,49 1,077 1,757 1,768 2,324 2,457 2,886
13 569 493 640 801 774 943 1,224

Maturity of over 1 year!
14 BUIOPC . ..ot 3,142 4,160 5,118 6,312 6,424 ' 8,099 8,478
15 Canada... 1,426 1,317 1,448 1,317 1,347 1,774 1,863
16 8,464 12,814 15,075 15,458 17,478 25,096 27,849
17 1,407 1,911 1,865 1,679 1,550 1,902 2,214
18 Africa. .. .. 637 655 507 559 548 899 1,093
19 AN OthErZ. . oo e 214 173 179 161 172 267 315

1. Remaining time to maturity, . o
2, Includes nonmonetary international and regional organizations.

A Lbilities and claims of banks in the United States were increased, beginning
in December 1981, by the shift from foreign branches to international banking
facilities in the United States of liabilities to, and claims on, foreign residents.
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3.2t CLAIMS ON FOREIGN COUNTRIES Held by U.S. Offices and Foreign Branches of U.S.-Chartered Banks!
Billions of dollars, end of period
1980 1981 1982
Arca o1 country 19782 1979
Mar. Junce Sept. Dec Mar. June Sept. Dec. | Mar»
Tlotal ..o o e e 266.21 303.9| 308.5| 3288| 3393 352.0 | 370.6| 382.5| 399.41 411.3| 408.5
2 G--10 countries and Switzerland 124.7 [ 1384 [ 1413 [ 1542 SR8 162.0] 1679 16821 i72.0| 173.2| 170.3
3 Belgium-Luxembowg .. . ..., 90 111 10.8 13.1 13.6 130 13.5 13.8 14.1 13.2 13.0
4 France .. .. 12.2 117 12.0 4.4 13.9 14.1 14.5 14.7 16.0 15.2 15.5
S Germany 13 12.2 11.4 127 129 121 13.2 12.1 12.7 12.8 12.4
6 Taly ...... 6.7 6.4 62 69 72 8.2 7.7 8.4 8.6 9.7 8.8
7 Netherlands 44 4.8 4.3 4.5 4.4 44 4.6 4.1 3.7 4.0 4.0
8 Sweden............. 21 2.4 2.4 27 28 29 32 31 34 3.7 4.1
9 Switzerland . .. 53 4.7 4.3 33 34 5.0 S.1 5.2 51 5.4 5.3
10 United Kingdom . . 47.3 564 57.6 64 4 06.7 67.4 68.2 67.0 68.7 69.0 08.5
It Canada................ 60 6.3 6.9 72 77 8.4 8.8 10.8 11.7 10.8 1.1
120 Japan ... oo e 20.6 22.4 25.4 255 26.1 26.5 29.1 289 28.0 293 27.6
13 Other developed countres. ... . oo L 19.4 19.9 188 203 20.6 21.6 235 24.8 26.4 28.4 30.4
4 Austria............... .. 1.7 2.0 17 1.8 1.8 1.9 1.8 2.1 2.2 2.0 2.1
15 Denmark 2.0 2.2 2.1 22 22 2.3 2.4 2.3 2.5 2.4 2.5
16 Finland...... .... 1.2 12 11 13 1.2 1.4 14 1.3 1.4 1.7 L.6
17 Greeee ... .. 2.3 24 24 25 2.6 2.8 2.7 3.0 2.9 2.7 2.8
18 Norway. . 2.1 2.3 24 2.4 2.4 2.6 2.8 2.8 3.0 3.1 3.2
19 Portugal . .0 7 0 6 N .6 6 8 1.0 1.1 1.2
20 Spain.... RN 3.5 35 39 42 44 5.5 57 58 6.6 7.1
21 Turkey ...... 15 1.4 1.4 14 1.3 LS 1.5 1.4 1.5 1.4 1.5
22 Other Western Europe. 1.3 1.4 1.4 16 17 L7 1.8 I8 1.9 2.1 2.2
23 South Africa....... . 2.0 1.3 1.1 (IR 1.2 1.1 1.5 1.9 2.5 2.8 32
24 Australia .. ... 1.4 1.3 1.2 12 1.2 1.3 1.4 1.7 1.9 2.5 3.1
25 OPEC countries’ ... ..., 227 22.9 21.8 2009 204 22.7 217 222 23.5 24.4 24.5
26 Feuador l.o 1.7 18 l. 1.9 2.1 2.0 2.0 2.1 22 2.3
27 Venezucla 7.2 8.7 7.9 79 8.5 9.1 8.3 8.7 9.2 9.6 9.3
28 Indon L 2.0 1.9 19 19 1.9 1.8 2.1 2.1 2.5 25 2.7
29 Middie East countri 9.5 8.0 7.8 69 6.7 6.9 6.7 0.8 7.1 7.6 8.1
30 African countries .. 25 2.6 2.5 2 2.4 28 2.6 2.6 2.6 2.5 2.1
31 Non-OPEC developing countries ... ..., 52.0 63.0 63.7 67.7 73.0 774 81.9 84.7 90.0 95.9 94.2
Latin America
32 Argentina........ . . 3.0 5.0 5.8 56 76 7.9 9.4 8.5 9.2 9.3 9.3
33 Bravil . 14.9 15.2 15.0 15.3 15.8 16.2 16.8 7.3 17.6 19.0 18.9
34 Chile. . 1.6 2.8 2.5 2.7 3.2 3.7 4.0 4.8 5.5 5.8 5.6
35 Colombiz 1.4 22 2.1 2.2 2.4 2.6 2.4 25 25 206 2.2
36 Mexico 10.8 12.0 121 13.6 14.4 15.9 17.0 18.2 20.0 215 21.8
37 Peru ...l 1.7 1.5 1.3 1.4 1.5 8 18 1.7 t.8 2.0 1.8
38 Other Latin America 3.6 3.7 3.6 36 3.9 3.9 4.7 3.8 4.2 4.4 4.4
Asia
China
3 Manland 0 1 .1 1 B 2 2 2 .2 2 2
40 Taiwan.......... 2.9 3.4 3.6 34 4.1 4.2 4.4 4.6 S 5.1 5.1
41 India.. .. 2 2 2 2 2 3 3 3 3 3 5
42 Israel. 1.0 13 9 1.2 1.1 £.5 1.3 18 1.5 2.0 1.6
43 Korea 39 5.4 6.4 7.1 7.3 7.1 77 8.8 8.0 9.4 8.5
44 Malaysia. .. .6 1.0 8 i1 1.1 1.1 1.2 1.4 1.4 17 1.7
45  Philippines. 2.8 4.2 4.4 4.6 4.8 5.1 4.8 5.1 5.6 6,0 5.8
46 Thailand. 1.2 1.5 1.4 15 1.5 1.6 1.6 1.5 1.4 1.5 1.3
47 Other Asia........ 2 5 .5 .5 .5 .0 .5 7 8 1.0 1.0
Africa
48 Egypt............ ... 4 0 7 8 .6 8 K 7 1.0 1.1 1.3
49 Morucco. .6 6 6 5 6 7 K 5 7 N 7
50 Zaire.. .. 2 2 2 2 2 2 2 2 2 2 2
51 Other Africat 1.4 1.7 1.8 1.9 2.1 2.1 2.2 2.1 22 23 23
52 Eastern Europe 6.9 7.3 73 7.2 7.3 7.4 7.7 7.7 17 7.7 7.1
53 USSR....... 1.3 7 .6 .5 .5 4 4 5 4 .6 4
54 Yugoslavia 1.5 1.8 1.9 2.1 2.1 23 2.4 2.5 2.5 2.5 2.3
S5 ORET o 4.1 4.8 4,9 4.5 4.7 4.6 4.8 4.8 4.7 4.7 4.4
56 Offshore banking centers ... o0 oo o . 3L.0 40.4 42.6 44.3 44.6 47.0 53.1 59.2 61.7 629 64,1
57 Bahamas .. 10.4 13.7 13.9 13.7 13.2 13.7 15.2 17.9 21.3 18.7 19.5
58  Bermuda ... 7 8 .6 .6 .6 .0 7 7 8 7 .6
59 Cayman Istands and other British West Indi 7.4 9.4 11.3 9.8 10.1 10.6 117 12.6 12.0 12.3 L5
60 Netherlands Antilles . .............. . 8 1.2 9 1.2 1.3 2.1 2.3 2.4 2.2 kN 32
61 Panama®. ... ........ 3.0 4.3 4.9 5.6 5.6 5.4 6.5 6.9 6.7 7.5 6.8
62 lebanon......... . 1 2 2 2 2 2 2 2 2 2 2
63  Hong Kong ... .. 4.2 6.0 5.7 6.9 7.5 8.1 8.4 1.3 103 7 13.0
64 Singapore...... ...... e 39 4.5 4.7 5.9 5.6 5.9 7.3 8.1 8.0 8.6 9.3
65 Othersd.......... .. i e 5 4 4 4 4 3 9 3 N .1 A
66 Miscellancous and unallocated” ... ... ..., I 91 1.7 13.2 14.3 13.7 14.0 14.9 15.7 18.2 18.9 17.9

1. The banking offices covered by these data are the U.S, offices and foreign
branches of U.S.~owned banks and of U.S, subsidiaries ot foreign-owned banks.
Offices not covered include (1) U.S. agencies and branches of forcign banks, and
(2) foreign subsidiaries of U.S. banks. To minimize duplication, the data are ad-
justed to exclude the claims on foreign branches held by a U S, oftice or another
foreign branch of the same banking institution. The data i this table combine
foreign branch claims in table 3.14 &hc sum of lines 7 through 10) with the claims
of U.S. offices in table 3. 18 (excluding those held by agencies and branches of
foreign banks and those constituting claims on own foreign branches). Howcever,
see also footnote 2.

2. Beginning with data for Junc (978, the claims of the U.S8. oftices

in this table include only banks’ own claims payable in dollars, For carlier dates
the claims of the 1.8, oftices also include customer claims and foreign currency
claims (amounting in June 1978 to $10 billion).

3. In addition to the Organization ot Petroleum Exporting Countrics shown
individually, this group includes other members of OPEC (Algeria, Gabon, Iran,
Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, and United Arab Imirates) as
well as Bahrain and Oman (not formally members of OPLC).

4. Excludes Liberia.

5. Includes Canal Zone beginning December 1979,

6 Foreign branch claims only.

7. Includes New Zealand. Liberia, and international and regional organizations.
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3.22 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the
United States'

Millions of dollars, end of period

1981
Type, and arca or country 1978 1979 1980}
June Sept. Dec.r Mar.»
TTOtAl .o e e e 14,952 17,385 21,990 21,404 22,948 21,604 20,720
2 Payableindoltlars . . . ... oo e 11,523 14,310 18,281 18,123 19,853 18,088 18,062
3 Payable in foreign currencies? L ... e e . e 3,429 3,075 3,709 3,281 3,005 3,515 2,658
By type
4 Financial liabilities ......... ... PP 6,368 7.485 11,153 11,465 12,512 11,325 11,190
5 Payable indollars . ... ool e 3,853 5215 8,381 9,099 10,227 8,851 9,320
6 Payable in foreign curren BN 2,518 2,270 2972 2,366 2,285 2,474 1.870
7 Commercial liabilities. .. .. 8.584 9,900 10,837 9,939 10,436 10,278 9,530
8  Trade payables e 4,001 4,585 4,934 4,460 4,351 4,647 3,961
9 Advance receipts and other hablities 4,583 5315 5.903 5,479 6,085 5,631 5,569
10 Payableindollars ... .. . . . ..o PR 7.670 9.095 9,900 9,024 9,626 9,237 8,742
11 Payable in foreign currencies ............ N 914 805 936 915 810 1,041 788
By area or country
Financial liabilitics
12 F.uml')c .................. . e . e e e 3971 4,658 0,338 5,997 7.494 6,404 7,067
13 Belgium-Luxembourg. e e 293 345 487 532 492 452 496
14 France ............ s 173 175 327 367 828 a6 822
15 Germany o . 366 497 582 451 430 491 S03
16 Netherlands . S P . 391 829 681 763 651 738 730
17 Switzerland. .......... . 248 170 354 345 465 715 707
18 United Kingdom e e 2,167 2,463 3,172 3422 4,478 3,246 3,704
19 Canada ...... 247 532 9od 978 977 958 914
20 Latin America and Caribbean . .. . . PN .. 1,357 1,483 3,103 3,592 3,195 3,009 2,744
21 Bahamas ... ............ ..o oo L . e e e 478 375 964 1,272 L.O19 1,279 1,095
22 Bermuda. ., o . 4 8l | 1 0 7 6
23 Brazil........... . 10 18 23 20 20 22 27
24 British West Indie 194 514 1,452 1,534 1,363 1,045 1,016
25 Mexico ......... P . 102 121 99 98 107 102 67
26 Venezuela. . ...... ... .- 49 72 81 91l 90 98 97
27 Asia...ooooo oo 784 804 723 869 K14 838 450
28 Japan...........oo e 717 726 644 750 696 673 293
29 Middle East oil-exporting countries®. .. ... ... ... o0 RN 32 31 3R 29 30 47 40
300 Africa .o e P N 4 il 5 3 3 2
31 Oil-exporting countries®. . ... ... 2 | 1 0 1 0 0
2 Allother’. .o e N 4 15 24 29 24 12
Commercial liabilities
33 Furope ........... .. . . 3,047 3,701 4,396 3,959 3,055 3,771 3,421
34 Bcrgiumiuxcmhourg e . 97 137 90 72 78 67 50
35 France ..................0 .. . . . . e 321 467 582 558 575 573 504
36 Germany. . . 523 545 679 617 590 545 473
37 Netherlands . 246 227 219 225 238 221 232
38 Switzerland R 310 493 375 563 424 400
39 United Kingdom . ..... . 824 1,077 1,209 Lo11 925 884 824
40 Canada ... L. L L e e 667 924 876 731 823 870 857
41  Latin Amcrica o . 997 1,323 1.259 1,149 1,087 986 770
42 Bahamas... .. . .... 25 69 8 4 3 2 22
43 Bermuda . . . .. e A 97 32 75 72 13 67 7t
44 Brazil........... e oo 74 203 11 54 61 67 83
45 British West Indic PO . 53 21 35 34 11 2 27
46 Mexico ......... . S e o 106 257 320 319 345 293 176
47 Venezuela. . 303 301 319 290 273 276 194
48 Asin. o e o 2,927 2,991 3,034 2,803 3,221 3,285 3214
49 Japan, .. . . Lo . 448 583 802 807 775 1,094 1,081
50 Middle East oi 1,518 1,014 890 837 881 910 816
ST Africa ..o, o PN 743 728 817 676 757 703 664
52 Oil-exporting countries®. ... ... ... L0 0 Lo 32 384 517 392 355 344 247
53 AlatherS. . ... L o 203 233 456 622 593 664 604
1. For a description of the changes in the International Statistics tables, see July 3 Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
1979 BULLETIN, p. 550. United Arab Emirates (Trucial States).
2. Before December 1978, foreign currency data include only liabilitics denom- 4 Comprises Algeria, Gabon, Libya, and Nigeria.

inated in foreign currencies with an onginal maturity ot less than one year. 5. Includes nonmonctary international and regional organizations,



3.23 CLAIMS ON UNAFFILIATED FOREIGNERS

United States'

Millions of dollars, end of period

Nonbank-Reported Data  A6S

Reported by Nonbanking Business Enterprises in the

1981 1982
Type, and area or country 1978 1979 1980
June i Sept. Dee.” Mar.”
Flotal oo oo o e 28,001 31,341 34,597 35,341 34,348 35,737 30,059
2 Payable in dollars | e e e e e 24,998 28,148 31,663 32,424 31,380 32,167 27,452
3 Payable in foreign Lunumcsz O 3,003 3,193 2,933 2,917 2,968 3,571 2,607
By type
4 Financial claims, . . R e 16,044 18,449 19,924 20,156 19,415 20,859 17,675
S Deposits ., .. e e 11,201 12,813 14,087 14,530 13,628 14,675 12,638
6 Payable in dul]dls - . L 10,133 11,897 13,312 13,805 12,902 14,060 12,181
7 Payable in torcign currencies .. L. 1,068 916 775 725 726 615 457
8 Other tinancial claims .. .. RN 5.443 5,637 5,817 5,625 5,787 6,185 5,037
9 Payable in dollars . ... P e 3.874 3,810 4,154 3,988 4,102 3,744 3,408
10 Payable in foreign currencies ..o Lo 1,569 1.826 1.683 1,638 1,686 2,440 1,629
11 Commercial clatms ......... . ........... 11,357 12,892 14,673 15,188 14,933 14,878 12,384
12 Trade rccuvuhlu .. . e e AN 10.798 12,188 13,947 14,338 14,047 13,938 11,449
13 Advance payments and other claims. . ... ... 559 704 726 847 886 940 935
14 Payable in dollars ....... e e 10,991 12,441 14,197 14,631 14,376 14,362 11,864
15 Payable 1n forcign CURIENICICS oo e ee 360 450 476 554 556 Ste 520
By area or country
Financial claims
16 l",un)F .............................. 5.225 6.167 6,110 5.156 4,822 4,566 4570
17 Helgium-Luxembourg . 48 32 195 174 26 43 16
18 France................... 178 177 337 377 348 325 452
19 Germany. .. T S10 409 230 139 320 244 217
20 Netherlands ..., .. .. 103 53 St 52 68 50 79
21 Switzerland. . 98 73 59 t16 86 73 39
22 United Kingdom 4.031 5,11 4,968 3,952 3.649 3,493 3,524
23 Canadil . e e e e s 4,549 4,987 5,060 6,162 6,013 6,017 4 874
24 Latin America and Caribbean |, 5,714 6,293 7,768 7,987 7.621 8,575 7,359
25 Bahamas . .. P 3,00t 2,765 3,448 3,330 3,253 3,902 3,444
26 Bermuda. .. ... S 80 30 135 33 15 & 94
27 Brazil, . 151 163 96 20 60 30 49
28 British West Indlu,. o 1,291 2,011 2,73t 3.307 3,195 3,500 2,751
29 Mexico .. . 162 157 208 162 271 209 281
30 Venezumelit, oo 157 (43 7 143 143 148 130
31 Asia .. 920) 706 710 599 621 882 680
32 Japan .. 305 199 177 99 109 363 267
33 Middle East oif- cxporting countrics’ 18 16 20 19 29 37 36
34 Africa ... P PN e 181 253 238 216 222 168 159
35 Oil-exporting countries® ... .. ..., S e e e e 10 49 26 9 41 46 43
36 Allother™. ... oo 55 44 32 37 116 51 34
Commercial claims
37 l‘ur()r 3,983 4,909 5512 5.470 5,347 5,327 4,342
38 elgium- 1. uxunhnlub L 44 202 233 235 220 234 245
39 France............. ... e o 69 727 1,129 784 7067 776 696
40 Germany. .. .. . .. .. 399 589 591 §72 580 554 444
41 Netherlands ... .. ... 267 298 38 08 08 a3 227
42 Switzerland. .. .. 198 272 353 474 404 427 354
43 United ngd(nn 824 LA 928 1,067 1,032 965 1,057
44 Canada ... o oo L0 L e 1,094 859 914 1.0t6 1,017 967 939
45  Latin America and Caribbean ................ .. .. oo o 2.546 2,879 3,765 3.804 3,726 3,464 2,904
46 Bahamas ... . . . e 109 21 21 29 18 12 80
47 218 197 108 192 241 223 212
48 628 645 #61 824 726 668 417
49 9 16 34 4 13 12 23
50 505 708 .10 1,121 983 1,020 759
St 291 343 410 420 454 422 394
52 3,108 3,451 512 3,785 3,674 3,910 3,151
53 G e 1.006 1,177 1.045 1.218 1,104 1,244 1,158
54 M\ddlc ‘Bast oil- prnnm), counties’ Lo e 3 7065 #22 934 828 898 757
55 Africa ... ... P I 447 554 653 705 ni 750 584
56 Oil-exporting countrtest ... o 136 133 153 137 154 152 142,
ST AlLotherS o e 178 240 318 404 451 459 463

1. For a description ot the changes in the International Statistics tables, see July

1979 ButLLTIN, p. §50. . .
2. Prior to December 1978, foreign currency data include only liabilities denom-
inated in foreign currencies with an original matuty of tess than one year.

3 Comprises Bahrain, Tran, lraq, Kuwait, Oman, Qatar, Saudi
United Arab Emirates (Trucial States).
4. Comprises Algera, Gabon, Libya, and Nigeria.

S Includes nonmonetary international and regional organizations.

Arabia, and
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3.24 FOREIGN TRANSACTIONS IN SECURITIES

Millions of dolars

1982 1981 1982
Transactions, and area or country 19807 19817
J_l‘:;:{‘; Dec Jan.” Feb.” Mar. Apr.” May June?”
U.S. corporate sceuritics
S10CKS

1 Foreign purchases ............... e e 44),208 40,603 14,319 2,940 2,016 2,524 2,635 2,359 2,621 2,163
2 Foreignsales.. ... o 34,870 34,835 12,390 2,740 1,748 1,988 2.506 2101 2,186 1,862
3 Net purchases, or sales (=) ....... ... ....... 5,427 5,768 1,929 200 268 536 129 258 435 302
4 Foreigncountries .. ... ................. .... §,409 5,743 1,901 199 263 537 120 252 429 299
SEurope................. 3110 3,600 1,375 176 231 347 166 167 305 157
6 France .. .. 492 842 97 N 0 -6 - 581 33 48 - 25
7 Germany .. 169 -28 156 -6 15 17 42 29 43 10
& Netherlands..................0 .0 oo - 328 39 9l 73 3 38 | 9 36 23
9 Switzerland . . 3 280 - 198 79 40 33 - 66 6 85
10 United Kingdom . 2,528 2.209 1.388 171 169 37 223 176 279 224
11 Canada.............. 887 783 - 182 8 45 20 118 4] 10 2
12 Latin Ameri 148 - 30 99 -6 13 31 19 53 22 25
13 Middle Fas 1.206 1,140 S0 24 51 137 84 61 104 73
14 Other Asia ... .. . 16 284 17 74 40 6 4 40 - 21 39
1S Africa 1 7 -4 0 0 L -3 Q { -3
L6 Other countries . . KL 46 57 L | 6 6 12 27 6

17 Nonmonetary international and
regionul organizations .. .... . ... ... 18 b2} 27 0 4 -1 9 6 6 3

BoNps?

18 Foreign purchasey P 15,425 17,290 9,123 1.192 946 929 1.619 2,217 1,929 1,483
19 Foreignsales. . ... o 0 oo 9,964 12,247 7.025 1,038 778 93 1.481 1,485 1,199 1,153
20 Net purchases, or sales (=) ..... .............. 5,461 5,043 2,098 153 168 -1 138 733 730 33
21 Foreign countries .............. .............. 5,526 4,976 2,029 157 154 10 144 674 690 356
22 Burope. ... ..o PR . 1.576 1,356 1.818 139 144 16 169 540 704 244
23 France ... R 129 ! 129 7 15 14 12 20 46 23
24 Germany. .. . . ... .. ... 212 848 1428 s2 88 104 225 396 500 115
25 Netherlands. .. .... .. ... . 65 70 49 3 2 u 17 14 tl N
26 Switzerland .. ..., L PN S4 108 148 -3 19 8 15 46 48 12
27 United Kingdom ... .. .. . ... ..., 1,257 181 16 585 3 102 102 59 91 67
28 Canada................. RN 135 12 162 2 29 15 29 40 23 21
29 Latin America and Caribbean 185 132 98 22 17 - 11 20 - R 15 61
30 Middle East! ., 3,499 3,465 -187 62 — 89 63 -41 126 12 22
31 Other Asia . 117 44 128 60 83 82 29 - 1R 61 9
32 Africa......... 5 1 - 19 0 0 0 -0 -13 Q 0
33 Other countrics 10 -7 0 2 0 2 -3 1 0 -1

34 Nonmonetary international and
regional organizations. .. ... .. -~ 68 66 69 -4 14 -1 -6 59 40 -26

Foreign securitics

35 Stocks, net purchases, or sales (—). ... - 2136 -3Y 114 657 145 a8 il 65 —115 79
36  Foreign purchases ... 7,893 9.261 3.210 7007 522 509 642 383 486 618
37 Foreignsales................ .. oo L 10,029 9.300 3,097 6347 377 471 661 448 601 538
38 Bonds, net purchases, or sales (=) .. .. 1,001 54361 -1,054 - 7741 — 106 -99 - 540 =33 461 =737
39 Foreign purchases .............. . 17,084 17.540 12,336 LYR0 1,222 1.513 2,549 2,254 2,755 2,043
40 Foreignsales............. i 8,086 22,976 13,390 27547 1,327 1,612 3.089 2,287 2,294 2,780
41 Net purchases, or sales (—), of stocks and bonds . —-3,138 —~5,475 —941 = 709" 39 —-62 — 509 -98 346 — 658
42 Foreign countrics . —-4,014 —4,463 —820 1118 11 — 12t —525 -3 127 -279
43 Europe.......... 1,108 - 681 -408 127+ 132 - 58 109 - 127 —40 —425
44 Capada............... - 1,948 - 3,698 =770 166 164 —102 -628 120 76 =71
45 86 170 668 -2 67 67 96 22 145 91
........................ = 1,147 -291 -275 417 -3 -21 - 115 209 -53 127
. e 24 ~53 -37 6 -15 -1 -5 -17 -t 0
48 Other Countrics ., ... 79 90 2 [ S -7 17 0 -1 -2

49 Nonmonetary inlernational and
regional organizations. . ............ ... ..., 876 - 1,012 - 121 =720 28 60 16 - 66 219 -379

1. Comprises oil-cxporting countrics as tollows: Bahram, Iran, Iraq, Kuwait,
Oman, Qatar, Saudi Arabia, and United Arab Emirates (Trucal States).

2. Includes state and local government secuntics, and sceurties of U.S. gov-
crnment agencies and corporations. Also includes issues of new debt securities sold
abroad by U.S. corporations organized to finance direct investments abroad.



Investment Transactions and Discount Rates

A67

3.25 MARKETABLE U.S. TREASURY BONDS AND NOTLS  Foreign Holdings and ‘Transactions

Millions of dollars

1982 1981 1982
Country or arca 1980 1981
Jan.
June _} Dee Jan. Feb. Mat. Apt. May June?
Holdimgs (end ot peniod)!
| Estimated total2 .. ....... . .. ..., . ... 57,549 70,200 | ..., 70,201 71,487 73,800 75,794 77,268 77,816 78,168
2 Foreign countrics? .. ... .0 L 52,960 (04,530 64,530 058501 08,273 70,251 71,925 72,930 | 72,972
3 liumr ............. B 24468 | 23976 | ... 23.970 24373 | 25,332 20,(85 20,393 20,011 25,728
4 Belgium-1, uxunhour;, 77 S43 543 614 363 539 709 340 152
S Germany® . ..., 12,327 1,861 11.861 11,898 12,845 13,055 13,231 12,974 13,022
6 Netherlands. . 1.884 1,955 1.955 1,998 2,038 2,052 2,139 2,152 2,176
7 Sweden ..., 595 643 643 Gl 635 047 662 655 652
8 Switzerland? | 1485 Rdo K46 904 984 1,025 1,157 1,134 1,039
9 United Kingdom .. . 7.323 6709 (... ... 6,709 6,800 6,931 7.037 6,737 6,801 0,664
10 Other Western I-umpu T 1.419 i.419 1,514 1,535 1,680 1,757 1,954 2.023
11 FEastern Europe .. . 4 0 3} 0 0 i} 0 0 1
12 Canada. ... s 449 SH4 514 533 499 458 473 S06 410
13 Latin America and Caribbean. ............. 9499 736 736 721 728 7ol 880 928 89¢
14 Vencruela 202 286 20 286 286 286 306 296 253
15 Other Latin America and Canibbean. . ..., 285 319 39 2t 337 370 3K3 427 421
16  Netherlands Antilles . .. ... ... 421 3 ... 134 113 104 103 196 204 224
17 Asm ...... 26,112 38,671 38,671 39700 41,310 42,531 43,750 45,060 45,504
18 4 9,479 10,780 10,780 10844 11.022 11,203 11,381 11,396 11,137
19 Afnm 9ty 631 631 519 400 401 403 405 405
20 Allather ..o 14 2 2 3 5 17 22 21 20
2! Nonmonetary international and regional organizations . 4,588 5,071 5,671 5,637 5,527 5,543 5,343 4 886 5,196
22 International....... .. ..... ... . ... 4,548 S637T . 5,037 5,003 5493 5,529 5,278 4,822 5,123
23 Latin Amcrican rq.,mndl ......... 36 | I | I 4 4 4 -4
Transactions {net purchases, o1 sales () during penod)
N
24 Total ... ..o 6,066 12,652 | 7,967 T -169 1,286 2,313 1,994 1,474 548 352
25 Foreign countries? . ... L L 0,906 11,508 | 8,442 1,303 1,320 2423 1,978 1,674 1,005 42
26 Ofticial mslltumm\ 3,865 11,694 7,091 787 K41 2,343 1,314 812 1,474 ang
27 Other forug,w ........... 3,040 127 1,349 576 478 80 004 862 - 469 - 266
28 Nonmonetary international and regional nrgammllnns . 843 1085 473 1,194 13 110 to 200 456 310
MiMO® Oil- prnrlmg countrics
29 Mlddlt, Eastd ... .. ... . ... 7,672 11,156 5.599 17 1.019 1,373 470 906 907 924
30 Africa® ... L 327 289 227 407 12 119 4] 2 2 0

1. Estimated ofticial and private holdings ot marketable U.S. Iieasury securiues
with an original maturity ot more than [ year. Data are based on a benchmark
survey of holdings as of Jan. 31, 1971, and monthly trinsactions 1eports. Excludes
nonmarketable U.S. Treasury bonds and notes held by ofticial institutions ot toreign
countries.

3.26 DISCOUNT RATES OF FOREIGN CENTRAIL BANKS

Percent per annum

2. Begimung December 1978, includes ULS. ‘Treasury notes publicly ssued to
prvate foreign residents denominated in toreign currencies.

3 Compuses Balnvain, Iran, Irag, Kowait, Oman, Qatar,
United Arab Lamirates (Tiacial States).

4. Comprises Algeria, Gabon, Libya, and Nigetia.

Saudi Arabia, and

Rate on July 31, 1982 Rate on July 31, 1982 Rate on July 31, 1982
Country Country Country
Per- Month Per- Month Per- Month
cent cttective cent citective cent ctfective
Argentina 113.84 July 1982 France! ... . . ... 14.75 July 1982 Sweden ..o 100 Mur. 1982
Austria .. 6,75 Mai. 1980 CGiermany, Fed RL[) of .. 75 May 1980 Switzetland ... L KR 5.5 Mar. 1982
Belgium. 13.5 July 1982 Ttaly ... . L 100 Mar. 1981 Umted Kmgdoms . ... P e
Brazil . .. 490 Mar, 1981 Japan ... oL 55 Dee 1981 Veneruela . . 14.0 Aug. 1981
Canada .. s 15.50 July 1982 Nethetlands 0 ... 8.0 Mar. 1982
Denmark. ............. 1100 Oct. 1980 Norway .. 9,0 Nov, 1979
1. As of the end of February 1981, the rate is that at which the Bank of France discounts or mahes advances agamst - eligible  commereial - paper  and/or
discounts Treasury bills for 7 to 10 days government  commercial  banks or  brokers For  countrics  with
2. Minimum lending rate suspended as ol Aug. 20, 1981, moic than one rate applicable to such discounts o1 advances, the rate

Note. Rates shown are mainly those at which the centtal bank cithet

shown s the one at which it is understood the cential bank transacts the
larpest proportion of (s credit opetations.,
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3.27 FOREIGN SHORT-TERM INTEREST RATES

Percent per annum, averages of daily figures

1982
Country, or type 1979 1980 1981
Jan. Feb. Mar. Apr. May June July
t Eurodollars. . o..oooovoon oo L 11.96 14.00 16.79 14.29 15.75 14.90 15.20 14 53 15.45 14.37
2 United Kingdom . .. .. 13.60 16.59 13,86 15.14 14.47 13.53 13.69 13.31 12.96 12.35
3 Canada.......... Lo . 11.91 13.12 18.84 15.01 15.25 15.67 15.74 15 46 16.84 16.23
4 Germany . . .. e 6.64 9.45 12.08 10.43 10.22 9.84 9.30 912 9.22 9.41
S Switzerland .. ... L 2.04 5.79 9.15 8.53 8.29 6.37 4.96 3 80 5.39 4.32
6 Netherlands ................... ... . 9.33 10.60 11.52 10.49 10.06 8.90 8.20 862 8.75 8.95
7 France ...... .. 9.44 12,18 15.28 15.07 14.58 15.21 16.36 16.17 15.67 14.64
8 Haly . .. . 11.85 17.50 19.98 21.38 21.34 20.63 20,62 20 59 20,51 20.18
9 Belgium. .. 10.48 14.06 15.28 15.09 14.89 14.02 14.95 15.00 15.38 15.22
10 Japan .....covvini 6.10 11.45 7.58 6.41 6.38 6.43 6.57 6,80 714 7.15

Note. Rates are for 3-month interbank loans except for Canada, finance company paper; Belgium, 3-month Treasury bills; and Japan, Gensaki rate.

3.28 FOREIGN EXCHANGE RATES

Currency units per dollar

1982
Country/currency 1979 1980 1981
Feb. Mar. Apr. May June July

1 Argentina/peso . ................ ..., B n.i. n.a. n.a. 10256.00 10795.65 11761.36 13942.50 15025.00 19671.43
2 Australig/dotlar! . .. 111.77 114.00 114.95 108.50 106.03 105.15 105.94 103.23 101.09
3 Austria/schilling . .. 13.387 12.945 15.948 16.587 16.711 16,853 16.274 17.114 17.342
4 Belgium/franc ... 29.342 29.237 37.194 41.144 44.379 45.292 43.666 46.183 47.029
5 Brazil/cruzeiro. . . n.a. n.d. 92,374 137.97 144.07 151.03 159.08 167.70 177.97
6 Canada/dollar ... 1.1603 1.1693 1.1990 1.2140 1.2205 1.2252 1.2336 1.2756 1.2699
7 Chile/peso . ... n.a. n.a. n.a. 39.100 39.100 39.407 39.537 43.373 47.228
8 China, P.R./yuan n.a. n.a. 1.7031 1.8200 1.8429 1.8565 1.8123 1.9014 1.9300
9 Colombia/peso .. .. . n.a. n.a. n.d. 60.129 60.956 61.057 62.365 63.318 65.539
10 Denmark/krone .................. . ... 5.2622 5.6345 7.1350 7.7950 8.0396 8.1591 7.8444 8.3481 8.5402
11 Finland/markka..... ... ... ... 3.8886 17206 43128 4.5058 4.5663 4.6097 4.5045 4.6763 47278
12 Franceffranc............. . 4.2566 4.2250 5.4396 6.0176 6.1428 6.2457 6.0237 6.5785 6.8560
13 Germany/deutsche mark. . .. 1.8342 LR17S 2.2631 2.3660 2.3800 2.3970 2.3127 2.4292 2.4662
14 Greece/drachma ......... .. n.. n.a. n.a. 60.973 61.769 63.541 62.892 67.795 69.434
15 Hong Kong/dollar . .. n.a. n.a 5.5678 5.8857 5.8298 5.8270 5.7549 5.8669 5.9025
16 India/rupee ....... . 8.1555 7.8866 8.6807 9.2144 9.2935 9.3923 9.2965 9.4668 9.5633
17 Indonesta/rupiah. . .. n.a. n.a n.a. 645.89 649.00 651.14 653.67 654.98 659.18
18 Iranfrial ........ n.a. na, 79.324 n.a. n.a. n.a. n.a. n.a. n.a.
9 l\'eland/pound' .. .. 204,65 20577 161.32 148.86 147.25 144.22 149.60 141,92 139.48
20 Israelishekel.............. ... . i.d. . n.a. 17.488 {R.766 20.014 21,184 23,179 25.320
21 Mtaly/lita . ... 831.10 856 20 1138.60 1263.20 1293.29 1321.60 1263.37 1358.43 1382.26
22 Japanfyen....... . 219.02 226.63 220.63 235.31 241.23 244.11 236.96 251.20 255.03
23 Malaysia/ringgit . .. 2.1721 2.1767 2.3048 2.3662 2.3265 2.3395 2.2907 2.3392 2.3554
24 Mexico/peso. . ...l 22.816 22.968 24.547 31.736 45.366 46.152 46.903 47.716 48.594
25 Netherlands/guilder .. . 2.0072 1.9875 2.4998 2.5947 2.6186 2.6594 2.5709 2.6848 2.7239
26 New Zealand/dofar! . . e 102.23 97.34 86.848 79.325 77.698 76.562 77.025 74,951 73.990
27 Norway/krone ..... e . 5.0650 4.9381 5.7430 5.9697 6.0255 6.0820 5.9675 6.1869 6.3557
28 Peru/sol ........ . . n.a. n.a. n.a. 534.47 561.08 591.29 622.87 656.11 693.56
29 Philippines/peso ... n.a. n.a. 7.8113 8.2530 8.3291 8.3565 8.4016 84511 8.4802
30 Portugal/fescudo ... 48.953 50.082 61.739 69.067 70.488 72.493 70.610 78.477 84.514
31 Singapore/dollar .. ... ...l n.a. n.a. 2.1053 2.1095 2.1213 2.1329 2.0886 2.1379 2.1464
32 South Africa/rand/t .. . 118.72 128.54 114.77 101.95 97.930) 94,880 94.010 89.57 87.20
33 South Korea/won . ... .. n.a. n.a, n.a. 710.05 714.67 721,03 724,35 738.30 743.06
34 Spain/peseta. . ..... . 67.158 71.758 92.39 100,70 104.53 106.15 102.987 109.215 111,57
35 Sri Lanka/rupee . .. 15.570 16.167 18.967 20.611 20.700 20.575 20.365 20.750 20.895
36 Sweden/krona 4.2892 4.2309 5.0659 5.7579 5.8361 5.9144 5.7888 6 0244 6.1159
37 Switzerland/franc .. 1.6643 1.6772 1.9674 1.8509 1.8886 1.9624 1.9500 2.0789 2.0960
38 Thailand/baht ......... n.a. n.a. 21.731 23.050 23.050 23.025 23.000 23.000 23.000
39 United Kingdom/pound!, .. 212.24 232,58 202.43 184.70 180.53 177.20 181.03 175 63 173.54
40 Venezuela/bolivar....... ... ..., o n.a. n.a. 4.2781 4.2960 4.3012 4.3023 4.2991 4,2953 4.2951

MEMO:

United States/dollar? ..................... 88.09 87.39 102.94 110.36 112.45 114.07 111.03 116.97 118.91

1. Value in U.S. cents. revised as of August 1978. For description and back data, sce “Index of

2. Index of weighted-average exchange value of U.S. dollar against cur- the Weighted-Average Exchange Value of the U.S. Dollar: Revision™ on page
rencies of other G-10 countrics plus Switzerland. March 1973 = 100, 700 of the August 1978 BULLETIN.

Weights are 1972-76 global trade of cach of the 10 countrics. Series
No1g. Averages of certified noon buying rates in New York for cable transfers.
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Guide to Tabular Presentation,
Statistical Releases, and Special Tables

GUIDE TO TABULAR PRESENTATION

Symbols and Abbreviations

¢ Corrected

¢ Estimated

p Preliminary

r Revised (Notation appears on column heading when
about half of the figures in that column are changed.)

*

Amounts insignificant in terms of the last decimal place
shown in the table (for example, less than 500,000 when
the smallest unit given is millions)

General Information

Minus signs are used to indicate (1) a decrease, (2) a negative
figure, or (3) an outflow.

“U.S. government sccuritics’ may include guaranteed
issues of U.S. government agencies (the flow of funds tigures
also include not fully guaranteed issues) as well as direct

B

STATISTICAL RELEASES

0 Caiculated 1o be zero

n.a. Not available

n.c.c. Not elsewhere classified

IPCs Individuals, partnerships, and corporations
REITs Real estate investment trusts

RPs Repurchase agreements

SMSAs  Standard metropolitan statistical areas
'''''' Cell not applicable

a

obligations of the Treasury. ““‘State and focal government’
also includes municipalities, special districts, and other politi-
cal subdivisions.

[n some of the tables details do not add to totals because of
rounding,

List Published Semiannually, with Latest Bulletin Reference

Anticipated schedule of release dates for periodic releases ...

SPECIAL TABLLS

Issue Puge
Junc 1981  A78

Published [rregularly, with Latest Bulletin Reference

Assets and liabilities of U.S. branches and agencies of forcign banks, March 31, 1982 .............

Commercial bank assets and liabilities, June 30, 1981
Commercial bank assets and liabilities, September 30, 1981

Commercial bank assets and liabilitics, December 31, 1981 ...
Commercial bank assets and liabilitics, March 31, 1982 .........

July 1982 A76
October 1981  A74
January 1982 A70

April 1982  A72

July 1982 A70
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Federal Reserve Board of Governors

Pavt A NVorckyr, Chairnian
PrRESTON NARTIN, Vice Chairman

Oreict. o BOARD MEMBERS

Josten RO CoOYNE, Asvieanr 1o e Boand

Doxatp Jo Wi Assivant o the Board

I RANK OTBRUN IR Depriety Assistint 1o tie Board
ANtHosy T Core. Specind Avistant to the Board
Wirrean R Mo Spcciad Assvivtant to the Bowrd
NAOAMI PoSAH s, Speciad Yoatant 1o tie Board

Wit iianm RO JoNe s Manaeer Operations Revies Progran

LirGal DIVISION

Micusr BRADEWID, Genevad Connved

Ropt R T AMANNION. Depiety Generad Cotisef

LoViIRon MarninGry. Jre Assoviare Genera® Connsell
GIHBERT 1. SCHWARLZ, Associate General Connned
RicHARD M. ASHION, Aswistant General Counsed

NANCY PUINCRTING Asapstant General Connsel
MARYEITEEN AL BROWN, Assisteent 1o v General Connsed

OHEICE OF THE SLCRLIARY

Wit W Wi, Secratan

Barpara RV owriy, Asvociare Secrctin
JaMmis ML, Yaaocie Scoratan
“DOTORES S.SMUNLL A ssistanit Seeretury

DIVISION OF CONSUMER
AND COMMUNITY AL'FAIRS

GRrIbEVE L GarRsoon, Diecror
Jravio Co KrvekMas, Asvocicte Direcror
Griss EoLosey. Assovranr It

DIVISION O BANKING
SUPLRVISION AND REGUILATION

loun L. Ry an, Directon

ErEprRick RO Dann . Asociate Divector
Do~ L Kuise, Assocuite Diredtor

WL HIAM LAYTOR. Asvocrate Director
IR ML LoErIsoN Assvrant Divector
RoBr R AL Tsconst S, Assisrant Direcron
ROBERES PLOTKIN, Assistant Dircetor
Toovas AL SIOMAN, Asvisiant Director
SIDNEY MUSUssaN, Vawivtanr Director
Savmurr I Tarvey. Yesistant Director
LAt RA ML TTOMY R Seciaties Credit Otficer

Hesry Co Waricn
J. CHARILS Partrr

Orricr. o Siart DIRECIOR | OR
MONEIARY AND FINANCIAL POLICY

Streme s Ho Axn ron. Stafl Direcio

Loward C. BN Depun Statt Direcror

MURRAY AT TMANN. Assnviant 1o the Board

StaNtey ) S1GEL . Assistant 10 the Board

NORMAND RV BERNARD, Special Assistant :o the Board

DIVISION OF RESUEARCH AND STATISTICS

Jaates L Kienoast . Divector

Jostveir S, Zvisin . Depury Direcror

Micuarr Lo Prit . Assodiare Divecton

Jart D I ENZULR. Senior Depuiy Assocute Divecror
Doxatn L. Ko, Sentor Depury Associite Director
Errasor ). SToCRWL L L. Senior Deputy Associate Directer
Lo Cortrano G, Prre v Depuiy Associate Divecio
Hhrrser FoWiESDEL, Depury Assodiute Direcior

Maritus Brruea, Assistanr Divector

Jor ML Crrawiwe Assistanr Divector

Robrrt M. st R, Assistanr Divector

Davin L. Lisnsty. Assistant Divecton

LAWRINCE SUINMAN. Assistans Director

FREDERICK M. STRUBLL. Yssivrant Diveciton

Sureir N PoTAayvore Assistant Divecton

Prooe AL TINSEEy, Assistant Direcror

Livon H. GaraBr DN, Assistant Divector t:\dminstration)

DIVISION OF INTERNATIONAL TFINANCH,

Fowin ML Frustan, Direcion

Roprrt E. GivsMun . Associnre Director

CHarles L SteaMaN, ssociate Durector

Larry L PrROMISUL . Senior Depuiy Associate Director
Dart W, HispersoN. Depuiy Avsociate Director
Sasurt Przvre Sratl Adviser

Micuart P Dootey. Assistanr Director

Rat et Wo SMiuni Jr.. Assivrant Divecton



and Official Staff

NaNcYy H. TEETERS
EMMETT J. RIck

OIFICL OF
STAFE DIRECTOR FOR MANAGEMENT

JOHN M. DENKUER, Staff Director

EpwarD T. MULRENIN, Assistant Staff’ Director

Jostrit W. DaNtiLs, Sr., Director of Fqual Employment
Opportunity

DIVISION OF DATA PROCESSING

CHARLES L. HAMPLON, Director

BRUCE M. BEARDSLEY, Deputy Director

Uryess D. BLACK, Associate Director

GLENN L. CUMMINS, Assistant Director

NEAL H. Hil LERMAN, Assistant Director

C. WILLIAM SCHI LICHER, JR., Assistant Director
RoBERT I. ZEMEL, Assistant Director

DIVISION OF PERSONNEL

Davip L. SHANNON, Director

Joun R. WEIS, Assistant Director
CHARLES W. WooDb, Assistant Director
OFFICE OF THE CONTROLLIER

GEORGE E. LIVINGSTON, Assistant Controller

DIvISION OF SUPPORT SERVICES

DoNALD E. ANDERSON, Dircector
ROBERT E, FRAZIER, Associate Director
WALTER W. KREIMANN, Associate Director

*On loan from the Division of Consumer and Community Affairs.
#0n loan from the Federal Reserve Bank of New York.

[.yrLe E. GRAMILEY

OFFICE OF STAFE DIRECTOR FOR
FEDERAL RESERVE BANK ACTIVITIES

Thneopore E. ALLISON, Staff Director

DIviSION OF FEDERAL RESERVE
BANK OPERATIONS

Crypr H., FARNSWORTIL, JR., Director
LORIN 8. MEEDER, Associate Director
WALTER Al THAUSEN, Assistant Director
CHARLES W, BENNETT, Assistant Director
RicarD B. GREEN, Assistant Director -
Eari. G, HAMILTON, Assistant Director
Erviore C. McENTEE, Assistant Director
Davip .. ROBINSON, Assistant Director
fHowarp F, CruMB, Acting Adviser

A7l
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FOMC and Advisory Councils

FEDLRAL OPEN MARKET COMAMILLLEY

Patr A NOLCKRE R, Coniirtein

Jous b Barnies Fyre Lo GRraMIby

Rowrri P B vk KAk~ N, Hor~

Wortian bl Torp

Streie N H. Asiron, Stat! Diveetor

Muerray AL IMANS, Socretany

NoratanD RN BERNARD. Assiszanit Scorcrer
NANCY ML ST v L Depuiy Assivtant Secreton
Micnat Braptnrn, Gegeral Connsed

Iavrs Ho Ovesas, Depuiv General Connsed
Ropr vt 1. MasstoN. Asvsvrani Generdal Conesed
Iasmis | Kicust o Loor omiisy

Jors M. Davis, Ssvocwite Foononiise

PRistoN Mariin

ANTHONY M. SOLOMON, Viee ¢ hairman

JoCHARELS PaRITEL
Farse 1 Ric

Nanoy HLoLerrnes
Lheskry Co W nicn

RicarD Go Davis, Associate Feononisg
Eoward O Lits, Associare Feonontisg
Michart W, K ras. Associare Foononnse
Doxarn B Koo, Associate Foonomist
JAMESs PARTHINMOS. Associate Leonomive
Micuarr b Prinn. Associate Toonomive
Crartes Lo SianMas. Vaocate Feonomist
Foown MR staN, Associate Foononnsg
Josipn S, Ziist . Awsodciate Ioonomist

Proer DStErsDGu, Mandeer tor Domestic Operations. Svsiom Open Marhet Account
S YL Cross. Mandaeer tor L orcien Operations, Svsiem Open Marker Acconn

FIDIRAL ADVISORY COULNCIL

Dosarp CoPrarne N, Second Distniet. Presiden
Ront it M. Surpant, Seventh Distict, Vice President

Wi S, Loai rEy o Test Distret
Jonu~ T W ar v g Thid Distrct
Joun G. McCoy . Lourth District
Vincr Nt Co Berke o Jr, Bitth Distrier
RoBt k1 S1TRICKT AND. Sinth District

Roxatn Lerry. ighth District
Crarexor G. Frasin o Ninth District
GORDON 1. WELTs, ‘Tenth Distict
1. Co T rost. Jr.. Eleventh District
Jostreie 3 Pinoras Tweltsh District

e RE V. PROCUNOW . Secretary
Wit s 1 KORSVIK, Associare Secrerary

CONSUMIR ADVISORY COU N

Choartorir o Scorr. Charlottesville, Vugima, Chairmaen
Maroari 1 Ry Prorost . Upper Montelair, New Jersev. Viee Channiar

Artinr . Bor tos, Fatle Rock. Arkansas
Juria H, Boyo. AMesandiie N nginia

Erres Broaoaras, Washington, D.C.

Grrap R CHRISTENSES Salt Fakhe Citv, U tah
Josten N Coaist, Westerly, Rhode [sland
Riciarn S, D AGosTINo, Wilnungton. Delavare
SUsan Prrrsox D Wi, Sprinatield. Hinors
Joaxst S aviesir, New Haven, Connectuicut
Mire oo Frrssiront, New York, New York
Arres . Fisasres, Washington, DO

L.CoA ForssrrRG. SR Athimta. Georgla
Former ROGarrise, New Yorho New York
ViErsard W HEsrey s Richmond. Virgmia
Juan g Hhisorosa, Meallen, Tevas

Sy 1. Hosor, Los Angeles. California
Grorar S, Irvis, Denver. Colorado

Harry N.Jacksos, Minneapolis. Minnesota
FooTtoseas Jeste k. Ann Arbor, Michigan
Rosrrt Lo McEwen, S. )L Chestout Hill, Massachuserts
Sian 1. Murarz, Chicago, Hinos

Wirras . O'Consonr, Buftalo, New York
Wi arD P Oarr . Boston., Massachusetts
Janer 1o Rarue . Poitland, Ovegon

Ri~NE Riixaci, Rochester, New York

Proex D, Sciinrn . Washington, D.CL
NANCY Z. Senn s, Loy Angeles. California
Crivton Wanrat . Cleveland., Ohio

I rEDEYRICK T W R, Chiciigo. THinors
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Federal Reserve Banks, Branches, and Offices

FEDERAL RESERVE BANK,
branch, or facility Zip
BOSTON* .................02106
NEW YORK* ............ 10045
Buffalo ................... 14240
PHILADELPHIA ....... 19105
CLEVELAND* ... 44101
Cincinnati ............... 45201
Pittsburgh ............... 15230
RICHMOND* ............ 23219
Baltimore 21203

Charlotte 28230
Culpeper Communications

and Records Center 22701
ATLANTA ................ 30301
Birmingham .. ... 35202

..32231

Jacksonville .. .
..33182

Miami ..........

Nashville ......... ..37203
New Orleans ........... 70161
CHICAGO* ............... 60690
Detroit ..........oevieens 48231
ST. LOUIS ............... 63166
Little Rock ............. 72203
Louisville
Memphis ................ 38101
MINNEAPOLIS ........ 55480
Helena ................... 59601
KANSAS CITY ......... 64198
Denver ..........oooeeel 80217
Oklahoma City ........ 73125
Omaha .......covveeennen. 68102
DALLAS ... 75222
El Paso .................. 79999
Houston .......... . 77001
San Antonio ........... 78295

SAN FRANCISCO ..... 94120

Los Angeles ........... 90051
Portland ................. 97208
Salt Lake City ......... 84130

Seattle ...............ll 98124

Chairman
Deputy Chairman

Robert P. Henderson
Thomas I. Atkins

Robert H. Knight, Esq.
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Wendell J. Ashton
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Robert P. Black
Jimmie R. Monhollon
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John F. Breen
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Randall C. Sumner
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Wayne W. Martin
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Federal Reserve Board Publications

Copies are available from PUBLICATIONS SERVICES,
Room MP-510, Board of Governors of the Federal Reserve

System, Washington, D.C. 20551, When a charge is indicat~,

edy remittance should accompany request and be made

THE FrDERAL RESERVE SYSTEM—PURPOSLS AND FFUNC-
TIONS. 1974. 125 pp.

ANNUAL REPORT.

FEDERAL RESERVE BurLipTiN, Monthly. $20.00 per year or
$2.00 each in the United States, its possessions, Canada,
and Mexico; 10 or more of same issue to one address,
$18.00 per year or $1.75 cach. Elsewhere, $24.00 per
year or $2.50 each.

BANKING AND MONETARY STATISTICS. 1914-1941. (Reprint
of Part | only) 1976. 682 pp. $5.00.

BANKING AND MONETARY STATISTICS, [941-1970. 1976.
1,168 pp. $15.00.

ANNUAL STATISTICAL DIGEST
1971-75. 1976. 339 pp. $5.00 per copy.

1972-76. 1977. 377 pp. $10.00 per copy.
1973-77. 1978. 361 pp. $12.00 per copy.
1974-78. 1980. 305 pp. $10.00 per copy.
1970-79. 1981. 587 pp. $20.00 per copy.
1980. 1981. 241 pp. $10.00 per copy.

FEDERAL RESERVE CHART Book. [ssued four times a year in
February, May, August, and November. Subscription
includes one issue of Historical Chart Book. $7.00 per
year or $2.00 each in the United States, its possessions,
Canada, and Mexico. Elsewhere, $10.00 per year or
$3.00 each.

Historicar. CHART Book. Issued annually in Sept. Subscrip-
tion to Federal Reserve Chart Book includes one issue.
$1.25 each in the United States, its possessions, Canada,
and Mexico; 10 or more to one address, $1.00 each.
Elsewhere, $1.50 each.

SELECTED INTEREST AND EXCHANGE RATES—WEEKLY SE-
RIES OF CHARTS. Weekly. $15.00 per year or $.40 each in
the United States, its possessions, Canada, and Mexico;
10 or more of same issue to one address, $13.50 per year
or $.35 each. Elsewhere, $20.00 per year or $.50 each,

THE FEDERAL RESERVE ACT, as amended through December
1976, with an appendix containing provisions of certain
other statutes affecting the Federal Reserve System. 307
pp. $2.50.

REGUILATIONS OF THE BOARD OF GOVERNORS OF THE FED-
ERAL RESERVE SYSTEM.

Bank CREDIT-CARD AND CHECK-CREDIT PrLANS. 1968. 102
pp. $1.00 each; 10 or more to one address, $.85 each.

REPORT OF THE JOINT TREASURY-FEDERAL RISERVE STUDY
oF THE U.S. GOVERNMENT SECURITIES MARKET. 1969,
48 pp. $.25 each; 10 or more to one address, $.20 each.

JOINT TREASURY-FEDERAL RESERVE STUDY OF IHE GOv-
ERNMENT SECURITIES MARKET; STAFF STUDIES—PART
1. 1970. 86 pp. $.50 each; 10 or more to one address, $.40
each. PART 2, 1971. 153 pp. and Part 3, 1973, 131 pp.

payable to the order of the Board of Governors of the Federal
Reserve System. Remittance from foreign residents should
be drawn on « U.S. bank. Stamps and coupons are not
accepted.

Each volume $1.00; 10 or more to one address, $.85
each.

OpPEN MARKET POLICIES AND OPERATING PROCEDURES—
STAFF STUDIES, 1971, 218 pp. $2.00 cach; 10 or more to
one address, $1.75 each.

REAPPRAISAL OF THE FEDERAL RESERVE DISCOUNT MECHA-
NisM. Vol. 1. 1971, 276 pp. Vol. 2. 1971. 173 pp. Vol. 3.
1972. 220 pp. Each volume $3.00; [0 or more to one
address, $2.50 each.

THE ECONOMETRICS OF PRICE DETERMINATION CONFILR-
ENCE, October 30-31, 1970, Washington, D.C. 1972. 397
pp. Cloth ed. $5.00 each; 10 or more to one address,
$4.50 each. Paper ed. $4.00 each; 10 or more to one
address, $3.60 each.

FEDERAL. RESERVE STAFF S1UDY: WAYS TO MODERATE
FrucTuAaTIONS IN HOUSING CONSTRUCTION. 1972, 487
pp. $4.00 each; 10 or more to one address, $3.60 each.

LLENDING FUNCTIONS OF THE FEDERAL RESERVE BANKS.
1973. 271 pp. $3.50 each: 10 or more to one address,
$3.00 each.

IMPROVING THE MONETARY AGGREGATES: REPORT OF THE
ADVISORY COMMITTEE ON MONETARY STATISTICS.
1976. 43 pp. $1.00 each; 10 or more to one address, $.85
each.

ANNUAL PERCENTAGE RaATE TaABLES (Truth in Lending—
Regulation Z) Vol. I (Regular Transactions). 1969. {00
pp. Vol. I (Irregular Transactions). 1969. 116 pp. Each
volume $1.00; 10 or more of same volume (o one
address, $.85 each.

FEDERAL RESERVE MEASURES OF CAPACITY AND CAPACITY
UTILIZATION. 1978. 40 pp. $1.75 each; 10 or more to one
address, $1.50 each.

THE Bank HowpinGg CoMpaNy MOVEMENT TO 1978: A
COMPENDIUM. {978, 289 pp. $2.50 cach; 10 or more to
one address, $2.25 each.

[MPROVING THE MONETARY AGGREGATES: STAFF PAPERS.
1978. 170 pp. $4.00 each; 10 or more to one address,
$3.75 each.

1977 CoNsUMER CREDIT SURVEY. 1978. 119 pp. $2.00 each.

Frow or FUNDS AccounTs, 1949-1978. 1979, 171 pp. $1.75
each; 10 or more to one address, $1.50 each.

INTROPUCTION TO FLOW oF FUNDS. 1980. 68 pp. $1.50 each;
10 or more to one address, $1.25 each.

PusLic PoLicy aND Capital. FORMATION. 1981, 326 pp.
$13.50 each.

NEw MONETARY CONTROL PROCEDURES: FLDERAL RE-
SERVE STAFF STUDY, [98].

SEASONAL ADJUSTMENT OF THE MONETARY AGGREGATES:
REPORT OF THE COMMITTEE OF EXPERTS ON SEASONAL
ADJUSTMENT TECHNIQUES. 1981, 55 pp. $2.75 each.



FEDERAL RESERVI REGULATORY SERVICE. Looseleaf; updat-
ed at least monthly. (Requests must be prepaid.)
Consumer and Community Affairs Handbook. $60.00 per
year.
Monetary Policy and Rescerve Requirements Handbook.
$60.00 per year.
Securities Credit Ttansactions Handbook. $60.00 per year.
Federal Reserve Regulatory Service. 3 vols, (Contains all
three Handbooks plus substantial additional material.)
$175.00 per year.
Rates for subscribers outside the United States are as
Jollows and include additional air mail costs;
Federal Reserve Regulatory Service, $225.00 per year,
Each Handbook, $75.00 per year.
WELCOME TO THE FEDERAL RESERVE, December 1980.

CONSUMER EDUCATION PAMPHIETS
Short pamphlets suitable for classroom use. Multiple
copies availuble without charge.

Alice in Debitland
Consumer Handbook to Credit Protection Laws
Dealing with Inflation: Obstacles and Opportunities
The Equal Credit Opportunity Act and . . . Age
The Equal Credit Opportunity Act and . . . Credit Rights in
Housing
The Equal Credit Opportunity Act and . . . Doctors, Law-
yers, Small Retailers, and Others Who May Provide
Incidental Credit
The Equal Credit Opportunity Act and . . . Women
Fair Credit Billing
Federal Reserve Glossary
Guide to Federal Reserve Regulations
How to File A Consumer Credit Complaint
If You Borrow To Buy Stock
If You Use A Credit Card
Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks
Monetary Control Act of 1980
Truth in Leasing
U.S. Currency
What Truth in Lending Means to You

STAFF STUDIES: Summaries Only Printed in the
Bulletin
Studies and papers on cconomic and financial subjects
that are of general interest. Requests to obtain single copies
of the full text or to be added to the mailing list for the series
may be sent to Publications Services.

PERFORMANCE AND CHARACTERISTICS OF EDGE CORPORA-
TIONS, by James V. Houpt. F'eb. 1981. 56 pp.

BANKING STRUCTURE AND PERFORMANCL. AT THE STAIE
LLEVEL DURING rHE 1970s, by Stephen A. Rhoades. Mar.
1981. 26 pp.

FEDERAI RESERVE DECISIONS ON BANK MERGERS AND AC-
QUISITIONS DURING THE 19705, by Stephen A. Rhoades.
Aug. 1981. 16 pp.

Berow THE Borrom LiNek: Tie Use or CONTINGENCIES
AND COMMITMENTS BY COMMERCIAL BANKS, by Benja-
min Wolkowitz and others, Jan. (982, 186 pp.

MULTIBANK HOLDING COMPANILS: RECENT EVIDENCE ON
COMPETITION AND PLRFORMANCL IN BANKING MAR-
KETS, by Timothy J. Curry and John T, Rose. Jan. 1982,
9 pp.

Costs, ScaLe EcoNoMmirs, COMPETITION, AND PRODUCT
Mix 1N THE U.S. PAYMENTS MECHANISM, by David B.
Humphrey. Apr. 1982, 18 pp.

DIVISIA. MONETARY AGGREGATLES: COMPILATION, DATA,
AND Historicar Benavior, by William A. Barnett and
Paul A. Spindt. May 1982. 82 pp.

THE COMMUNITY REINVESTMENT ACT AND CREDIT ALLO-
caTioN, by Glenn Canner. June 1982. 8 pp.

INTEREST RAT1ES AND TERMS ON CONSTRUCTION LLOANS AT
COMMERCIAT BANKS, by David F. Seiders. July 1982,
14 pp.

STRUCTURE-PERFORMANCE STUDIES IN BANKING: AN Up-
DATED SUMMARY AND EVALUATION, by Stephen A.
Rhoades. Aug. 1982, 15 pp.

REPRINTS
Most of the articles reprinted do not exceed 12 pages.

Revision of Bank Credit Series. 12/71.

Rates on Consumer Installment Loans. 9/73.

Industrial Electric Power Use. 1/76.

Revised Series for Member Bank Deposits and Aggregate
Reserves. 4/76.

Federal Reserve Operations in Payment Mechanisms: A
Summary. 6/76.

Perspectives on Personal Saving. 8/80.

The lmpact of Rising Oil Prices on the Major Foreign
Industrial Countries. 10/80.

Federal Reserve and the Payments System: Upgrading Elec-
tronic Capabilities for the 1980s. 2/81.

Survey of Finance Companies, 1980. 5/81.

Bank Lending in Developing Countries. 9/81.

U.S. International Transactions in [981. 4/82.

The Commercial Paper Market since the Mid-Seventics. 6/82.
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Index to Statistical Tables

References are to pages A3 through A68 although the prefix A’ is omitted in this index

ACCEPTANCES, bankers, 10, 25, 27
Agricultural loans, commercial banks, 18, 19, 20, 26
Assets and liabilitics (See ulso Foreigners)
Banks, by classes, 17, 18-21
Domestic finance companies, 39
Federal Reserve Banks, 11
Foreign banks, U.S. branches and agencies, 22
Nonfinancial corporations, 38
Savings institutions, 29
Automobiles
Consumer installment credit, 42, 43
Production, 48, 49

BANKERS balances, 17, 18-20
(See also Foreigners)

Banks for Cooperatives, 35
Bonds (S¢e also U.S. government securities)

New issues, 36

Yields, 3
Branch banks, 15, 21, 22, 56
Business activity, nonfinancial, 46
Business expenditures on new plant and equipment, 38
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 46
Capital accounts
Banks, by classes, 17
Federal Reserve Banks, 11
Central banks, 67
Certificates of deposit, 21, 27
Commercial and industrial loans
Commercial banks, 15, 17, 22, 26
Weekly reporting banks, 18-22, 23
Commercial banks
Assets and [iabilities, 17, 18-21
Business loans, 26
Commercial and industrial loans, 15, 17, 22, 23, 26
Consumer loans held, by type, 42, 43
Loans sold outright, 21
Nondeposit funds, 16
Number, by classes, 17, 71
Real estate mortgages held, by holder and property, 41
Time and savings deposits, 3
Commercial paper, 3, 25, 27, 39
Condition statements (See Assets and Habilities)
Construction, 46, 50
Consumer installment credit, 42, 43
Consumer prices, 46, 51
Consumption expenditures, 52, 53
Corporations
Profits and their distribution, 37
Security issues, 36, 606
Cost of living (See Consumer prices)
Credit unions, 29, 42, 43
Currency and coin, §, 17
Currency in circulation, 4, 13
Customer credit, stock market, 28

DEBITS to deposit accounts, 12
Debt (See specific types of debt or securities)
Demand deposits

Adjusted, commercial banks, 12

Banks, by classes, 17, 18-21

Demand deposits—Continued
Ownership by individuals, partnerships, and
corporations, 24
Turnover, 12
Depository institutions
Reserve requirements, 8
Reserves and related items, 3, 4, 5, 14
Deposits (See also specific types)
Banks, by classes, 3, 17, 18-21, 29
Federal Reserve Banks, 4, 11
Turnover, 12
Discount rates at Reserve Banks and at {oreign central
banks (See Interest rates)
Discounts and advances by Rescrve Banks (See loans)
Dividends, corporate, 37

EMPLOYMENT, 46, 47
Eurodollars, 27

FARM mortgage loans, 41
Federal agency obligations, 4, 10, 11, 12, 34
Federal credit agencies, 35
Federal finance
Debt subject to statutory limitation and types and
ownership of gross debt, 32
Receipts and outlays, 30, 31
Treasury financing of surplus. or deficit, 30
Treasury operating balance, 30
Federal Financing Bank, 30, 35
Federal funds, 3, 6, 18, 19, 20, 27, 30
Federal Home [.oan Banks, 35
Federal Home Loan Mortgage Corporation, 35, 40, 41
Federal Housing Administration, 35, 40, 41
Federal Intermediate Credit Banks, 35
Federal Land Banks, 33, 41
Federal National Mortgage Association, 35, 40, 41
Federal Reserve Banks
Condition statement, 11
Discount rates (See Interest rates)
U.S. government securities held, 4, 1t, 12, 32, 33
Federal Reserve credit, 4, 5, 11, 12
Federal Reserve notes, 11
Federally sponsored credit agencies, 35
Finance companies
Assets and liabilities, 39
Business credit, 39
Loans, 18, 19, 20, 42, 43
Paper, 25, 27
Financial institutions
L.oans to, 18, 19, 20
Selected assets and liabilitics, 29
Float, 4
Flow of funds, 44, 45
Foreign banks, assets and liabilitics of U.S. branches and
agencies, 22
Foreign currency operations, 11
Foreign deposits in U.S. banks. 4, 11, 18, 19, 20
Foreign exchange rates, 68
Foreign trade, 55
Foreigners
Claims on, 56, 58, 61, 62, 63, 65
Liabilities to, 21, 55, 56-60, 64, 66, 67
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GOLD Production, 46. 48
Certificate account, 11 Profits, corporate, 37
Stock, 4, 55
Government National Mortgage Association, 35, 40, 41 REAL estate loans
Gross national product, 52, 53 Banks, by classes, [8-20, 41
Rates, terms, yields, and activity, 3, 40
HOUSING, new and existing units, 50 Savings institutions, 27
Type of holder and property mortgaged, 41
INCOME, personal and national, 46, 52, 53 Repurchase agreements and federal funds, 6, 18, 19, 20
Industrial production, 46, 48 Reserve requirements, 8
Instaltment loans, 42, 43 Reserves
Insurance companies, 29, 32, 33, 41 Commercial banks, 17
Interbank loans and deposits, 17 Depository institutions, 3, 4, 5, 14
Interest rates Federal Reserve Banks, 1
Bonds, 3 Member banks, 14
Business loans of banks, 26 U.8. reserve assets, 55
Federal Reserve Banks, 3,7 Residential mortgage loans, 40
Foreign central banks and foreign countries, 67 Retail credit and retail sales, 42, 43, 46
Money and capital markets, 3, 27 . .
Mortgages, 3, 40 SA}/IN(x_ i
Prime rate, commercial banks, 26 Flow of funds, 44, 45
Time and savings deposits, 9 National income accounts, 53
International capital transactions of United States, 54—67 Savings and loan assns., 3,9, 29, 33, 41, 44
International organizations, S8, 59-61, 64-67 Savings deposits (See Time deposits)
Inventories, 52 Securities (See specific types)
Investment companies, issues and assets, 37 l'*jcde{ral and federalty sponsored credit agencies, 35
Investments (See also specific types) Foreign transactions, 66
Banks, by classes, 17, 29 New issues, 36
Commercial banks, 3, 15, 17, 18-20 Prices. 28 )
Federal Reserve Banks, 11, 12 Special drawing rights, 4, 11, 54, 55
Savings institutions, 29, 41 State and local governments
Deposits, 18, 19, 20
LABOR force, 47 Holdings of U.S, government securitics, 32, 33

New security issues, 36
Ownership of securities issued by, 18, 19, 20, 29
Yields of securities, 3

Life insurance companies (See Insurance companies)
Loans (See also specific types)
Banks, by classes, 17, 18-21

Commercial banks, 3, 15, 17, 18-21, 22, 26 S‘l(xfk Vmilvl‘kct,l T?Sg o

Federal Reserve Banks, 3,4, 5,7, 11, 12 Stocks (5(( also Securities)

Insured or guarantced by United States, 40, 41 Tzl.c.w‘{ssucs, 36

Savings institutions, 29, 41 Prices. 28
MANUFACTURING TAX receipts, federal, 31

Time deposits g

Capacity utilization, 46 ,r,lil,m’ dgp(.)s.lls, 3.9, 12, 14,17, 18-21
Production, 46, 49 'l‘mdc, foreign, 55 .

Margin requirements. 28 Treasury currency, ‘I'rcasury cash, 4
argin requirements, Treasury deposits, 4, 11, 30

Member banks reasury ¢oposiis, 4. 4, A
Borrowing at Federal Reserve Banks, S, 11 Treasury operating balance, 30
Federal funds and repurchase agreements, 6 MDD N
Reserve requirements, 8 UNEMPLOYMENT, 47
Reserves and related items, 3, 4, 5, 14

Mining production, 49

Mobile home shipments, 50

Monctary aggregates, 3, 14

Money and capital market rates (See Interest

rates)
Money stock measures and components, 3, 13

U.S. international transactions, 54-67
U.S. government balances

Commercial bank holdings, 18, 19, 20

Member bank holdings, 14

Treasury deposits at Reserve Banks, 4, 11, 30
U.S. government sccurities

Bank holdings, 17, 18-20, 32, 33

Dealer transactions, positions, and financing, 34

Mortgages (See Real estate loans) : . :
A : . Federal Reserve Bank holdings, 4, 11, 12, 32, 33
Mutual funds (See Investment companies) ORI [T T TS
Mutual savings banks, 3, 9, 18-20. 29, 32, 33, 41 l*ole;gin g;ld international holdings and transactions, 11,
. . Open market transactions, 10
N'A‘l IONAL defense outlays, 31 Outstanding, by type and ownership, 32, 33
National income, 52 Ownership of sccurities issued by, 29
. Rates, 3, 27

OPEN market transactions, 10 Utilities, production, 49
PERSONAL income, 53 VETERANS Administration, 40, 41
Prices

Consumer and producer, 46, 51 WEEKLY reporting banks, 18-23

Stock market, 28 Wholesale (producer) prices, 46, 51

Prime rate, commercial banks, 26
Producer prices, 46, 51 YIELDS (See Interest rates)
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The Federal Reserve System
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