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Major Borrowing and Lending Trends
in the U.S. Economy, 1981-85

This article was prepared by John F. Wilson,
Elizabeth M. Fogler, James L. Freund, and
Guido E. van der Ven of the Board’s Division of
Research and Statistics. Donald W. Dickerson
provided research assistance.

The past five years have witnessed considerable
change in the scale and pattern of borrowing and
lending in U.S. financial markets. Although de-
mands for funds by both financial and nonfinan-
cial sectors of the economy typically grow with
economic activity, such demands have been un-
usually strong in recent years, giving rise to a
marked expansion of debt. Total credit market
debt of all sectors expanded from $4.7 trillion to
$8.2 trillion between the end of 1980 and the end
of 1985, and that of domestic nonfinancial sec-
tors rose from $3.9 trillion to $6.9 trillion during
the same period.

The rapid debt growth of the past five years
has given rise to concerns about widespread
payment problems in the event of an economic
downturn. Also, the convergence of heavy feder-
al and nonfederal credit demands has raised fears
about ‘‘crowding out,”’ that is, the potential
shouldering aside of private borrowers through
high interest rates, with the consequent impair-
ment of capital formation. Rapid debt growth
also has drawn attention to the increasing role of
foreign capital in satisfying credit demands in
U.S. capital markets.

This article provides, first, a broad overview
of borrowing trends in the domestic economy
during the past five years, focusing primarily on
the federal government, state and local govern-
ments, nonfinancial businesses, and households.
It then reviews the major sources of funds to
credit markets and discusses structural changes
that have facilitated the flow of credit to final
users. It concludes with a closer look at the
balance sheets of nonfinancial corporations and
households, that is, at the asset and liability

positions that have emerged from the saving,
borrowing, and lending activities of these sec-
tors.

LINES O DINDS IN CRIDIE MAREETS

Throughout the 1960s and 1970s, the debt of
domestic nonfinancial sectors had a fairly stable
relationship to gross national product. In fact,
during the 1970s total debt of domestic nonfinan-
cial sectors fluctuated mostly between 136 per-
cent and 138 percent of GNP throughout the
decade (chart 1). The approximate stability of
total debt relative to GNP during much of the
postwar period reflected substantial increases in
nonfederal debt and offsetting declines in the
federal component (chart 2). During recessions
the ratio of federal debt to GNP often would
depart from its downward trend, but this tended
to be in conjunction with a drop in the ratios for
the nonfederal sectors. During expansions the
federal debt ratio would resume its downward
course while private borrowing strengthened.
Since 1981, however, the growth of total debt has
far outpaced the rate of expansion of domestic
output.

The unusual acceleration of debt in the 1980s
was triggered by the heavy needs of the federal
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government during a period of deep recession,
but for several years the pace of borrowing by
businesses, state and local governments, and
households remained moderate. Since 1983,
however, debt of these nonfederal sectors also
has accelerated. On balance, as illustrated in
chart 1 and table 1, these developments have
sharply raised the amount of debt in the economy
relative to output. The ratio of total domestic
nonfinancial debt to GNP has risen from 138
percent in 1980 to 169 percent at the end of 1985.
Indeed, with the slowing of economic growth in
the past two years, the debt ratio has climbed at
an unprecedented rate.

Federal Government

Federal borrowing in the flow of funds accounts
is ‘‘net borrowing from the public,”” which
excludes changes in holdings of government trust
t. Domestic nonfinancial debt and borrowing

funds. The amount of this borrowing differs
from, and is usually higher than, the federal
deficit in the national income and product ac-
counts because the geographic and financial cov-
erage of the two systems differ. For instance,
government loan programs affect borrowing re-
quirements but are not part of the national in-
come measure of deficits, which in each of the
past five years has been $8 billion to $25 billion
lower than net federal borrowing. Borrowing,
however, tends to run parallel to the underlying
deficits, which remain its principal determinant.

Since 1981, several factors have contributed to
unprecedented federal deficits. Large cuts in
personal income taxes were enacted early in the
period, and businesses were offered liberal de-
preciation allowances to stimulate capital forma-
tion. At the same time, there was a substantial
defense buildup, and cuts in nondefense pro-
grams were not large enough to offset the associ-
ated spending rise. The combination of these
policy shifts and the severe economic downturn
of the 1981-82 period resulted in a massive
federal deficit. Between 1981 and 1982, net feder-
al borrowing from the public almost doubled, to
$161 billion, and the growth rate of federal debt,
which had been a little less than 12 percent in
each of the previous two years, suddenly accel-
erated to 19 percent. The dollar value of federal
borrowing has continued to rise in each year
through the subsequent economic recovery—to
$224 billion in calendar 1985—although the per-
centage growth rate of federal debt has tapered

1971-75, 197680,
Category average average 1981 l 1982 1983 ] 1984 \ 1985
Annual percentage change, end-of-period basis
8.4 10.8 11.8 19.4 18.8 16.9 16.2
10.1 11.7 9.0 6.8 9.7 4.0 14.6
Houscholds . . . 9.8 13.5 8.3 5.6 11.3 13.0 14.1
Nonfinancial business ............... 11.0 11.8 1.1 7.6 7.7 15.4 11.3
State and local governments ......... 8.2 6.1 23 8.5 11.4 12.2 34.2
Total ..o 9.7 11.6 9.5 9.2 11.6 14,7 15.0
MemMo: Growth of nominal GNP........ 10.3 11.2 923 32 10.0 2.0 54
Average annual amounts, billions of dollars
Net borrowing .
ederal ...t e 29 59 87 161 187 199 224
Nonfederal ...........covvveiiveeninan 139 274 285 234 356 567 674
Households ..............oocivnian 57 139 120 88 187 239 294
Nonfinancial business ............... 68 120 159 120 131 283 240
State and local governments ......... 14 15 7 26 38 45 141
Total ..ot 168 333 373 395 543 766 898
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FLow OF FUNDS ACCOUNTS

The flow of funds accounts, published by the Federal
Reserve Board, are a broad statistical system to inte-
grate financial market activities with the national in-
come and product accounts prepared by the Bureau of
Economic Analysis of the U.S. Department of Com-
merce. Flow of funds accounts measure the financial
flows that accompany the economy’s nonfinancial
activities. In the household sector, for instance, con-
sumer credit tends to expand in support of personal
consumption expenditures. In the federal sector, bor-
rowing tends to move with the government’s deficit.

The financial accounts present a statement of
sources and uses of funds that correspond to national
income concepts. Each sector of the economy re-
ceives income flows that support its current spending
and saving. A sector’s saving and net borrowing
enable it to make investments which, through time,
reflect collective preferences for tangible and financial
assets in relation to liabilities. By complementing BEA
data on tangible assets with statistics on financial
assets and liabilities, the financial accounts also permit
the construction of sectoral balance sheets.

In addition to sectoral financing statements, the
accounts provide summaries of flows and balances by
major types of credit market instruments and transac-
tions. The Federal Reserve Board publishes estimates
of sources and uses of funds quarterly in the Flow of
Funds Accounts. Data on the ‘*outstandings’’ counter-
parts to the flow figures are published annually in
Financial Assets and Liabilities. Sectoral balance
sheets are published semiannually in Balance Sheets
for the U.S. Economy.

off to about 16 percent. For the 1981-85 period as
a whole, net federal demands on credit markets
totaled $858 billion, and outstanding U.S. gov-
ernment debt held by the public rose 115 percent,
to a total of $1.6 trillion.

Legislative developments have created a near-
term outlook for considerable diminution in the
growth rate of federal debt, even if the amount of
borrowing remains high for the next several
years. The Gramm-Rudman-Hollings Deficit
Reduction Act, if fully implemented, targets the
complete elimination of the federal deficit by
1991. Even if this goal is not attained, debt
growth could slow substantially and the amount
of federal debt outstanding recede in relation to
GNP. The recent drop in interest rates, if main-
tained, also will help promote deficit reduction

by slowing the growth of interest payments on
the national debt.

Households

The rate of growth of household debt slowed
each year from 1979 to 1982, but it has outpaced
GNP growth each year since, surging to more
than 14 percent in 1985 (table 1). In addition,
household debt growth exceeded that of dispos-
able personal income over the past five years.
Since 1980 the increase in income has averaged
about 8 percent per year, while household debt
has grown at an average rate of 10%2 percent.

Growth in overall household debt was particu-
larly low in the 1981-82 economic downturn,
with both the home mortgage and consumer
credit components expanding by less than 5
percent in 1982, the recession trough. Since
1982, however, consumer credit has expanded
rapidly, with annual increases of 14 to 20 percent
in the 1983--85 interval. Although home mortgage
debt has not grown as rapidly as in the late 1970s,
it also has maintained a brisk pace, nearing 12
percent in 1985. Net borrowing for home mort-
gages, which had averaged about $100 billion per
year during the late 1970s, dropped to half that
amount during the 1982 downturn; it subsequent-
ly picked up sharply, increasing to $155 billion in
1985 with the decline in interest rates and the
revival of residential construction activity.

Some tax-exempt borrowing, such as student
loan bonds and issues for nonprofit hospitals, is
attributed to households in the flow of funds
statistics. For reasons covered in detail below,
this form of debt also moved up sharply in the
last five years, reaching an estimated $75 billion
at the end of 1985, more than four times the
amount outstanding in 1980.

The rise in household debt relative to dispos-
able income—together with signs that delinquen-
cy rates on mortgages and consumer credit are
increasing—has raised questions about the sus-
tainability of these burdens. A later section of
this article will discuss household liabilities and
assets in more detail.

Nonfinancial Business

Debt of nonfinancial businesses has grown less
rapidly in the 1980s—about 10% percent per year
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on average—than in the previous decade, and it
has shown considerable year-to-year volatility.
Nonetheless, business borrowing, which totaled
$930 billion in the 1981-85 period, has exceeded
apparent financing needs.

Corporations were responsible for almost 65
percent of the growth in business debt during the
1981-85 period, but noncorporate borrowing
likewise grew quickly, buoyed by increased ac-
tivity in multifamily residential and commercial
real estate. In contrast, net borrowing by the
farm sector slowed during the first half of the
1980s after expanding rapidly between the mid-
1970s and 1981, Farm debt actually contracted in
both 1984 and 1985 as farm operators experi-
enced serious economic difficulties. Although
the business sector of the flow of funds accounts
includes farms and unincorporated enterprises,
the dollar volume of transactions in the sector is
dominated by nonfinancial corporations, and the
following discussion focuses on these entities.

The underlying borrowing needs of corpora-
tions are often measured by the so-called financ-
ing gap, that is, the difference between capital
expenditures and internal funds generated from
retained earnings and depreciation allowances
(table 2). This indicator of external financing
needs climbed to around $60 billion during the
1979-81 period, but during the past four years it
has averaged $27 billion, about average for the
past two decades and rather low in comparison
with the increased scale of business output. On
average, over the severe economic downturn and
sharp recovery of the early 1980s, nominal
spending on fixed investment by corporations
rose 8'2 percent per year during the 1981-85
period, only half the inflation-fueled annual rate
of the previous four years. With the exception of
1984, credit demands associated with inventory
accumulation likewise have not been particularly
large. On the other hand, internally generated
funds have been relatively ample. Pretax profits
measured on an economic basis rose to record
levels during the 1983—8S period, and deprecia-
tion continued to grow, also contributing to cash
flow in the business sector. Notwithstanding
these favorable developments, nonfinancial cor-
porations borrowed a net $590 billion between
1981 and 1985, or about 3% times the total
financing gap during this period (table 2).

2. Fmancing gap and funds raised in markets by
nonfinancial corporations
Billions of dollars

: . . Credit Net

Year S:&?l h:‘t:]r Financ- m:orket equity

p ing gap - issu-

ditures funds rowing ance

1981... 3 250 61 104 ~11

1982... 267 237 30 72 11

1983 281 277 4 56 28

1984 382 2 59 192 -1

1985 369 353 17 166 -82

Total .. 1,610 1,439 m 590 =131

Much of the growth in corporate business
debt—especially during the past two years—can
be attributed to the massive volume of equity
retirements associated with the heavy wave of
mergers, acquisitions, leveraged buyouts, and
share repurchases that occurred throughout the
economy. Typically these operations are accom-
plished by purchasing (and retiring) stock in
existing companies. Between 1983 and 1985 ap-
proximately $200 billion in stock of nonfinancial
corporations was taken off the market in this
fashion. Although it is not always possible to link
borrowing directly to equity retirements, in
many cases (notably some mergers involving
companies with more than $1 billion in assets)
large bank financings, commercial paper issues,
and bonds are known to have been used for such
purposes. Moreover, indications from some
large mergers suggest that, initially, the prepon-
derance of equity retirements were financed by
borrowing. For the past two years at least, this
activity has dominated the financing gap as the
mainspring of business borrowing.

Subsequent financial adjustments by compa-
nies involved in mergers and buyouts are much
less visible than initial borrowing details. Some
of the initial debt may have been paid down from
cash flows and sales of assets; the balance possi-
bly has been rolled over or transformed into
longer maturities as interest rates have fallen, but
it nonetheless remains on corporate balance
sheets.

The use of private-purpose, tax-exempt obliga-
tions, often known as industrial development
bonds (IDBs), has flourished in the last five
years. Such tax-exempt debt is attributed in the
flow of funds accounts to the business sector,
rather than to the state and local government
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sector, because individual enterprises bear the
repayment obligation. Net tax-exempt borrowing
by businesses totaled about $81 billion in the
1981-85 period; the growth rate of this form of
debt, 23 percent per year on average, was more
than double the rate of expansion of other forms
of business debt.

The use of tax-exempt bonds for private enter-
prises has come under fire, and several pieces of
legislation have imposed tighter restrictions on
the volume of these bonds. For example, the Tax
Equity and Fiscal Responsibility Act of 1982
limited the use of IDBs for auto service and food
and beverage establishments, and for sports and
recreational facilities. The Tax Reform Act of
1983 set state-by-state caps on permissible vol-
umes and imposed further limitations on IDBs.
Although volume limits so far have proved large-
ly nonbinding, prospective further restrictions
have encouraged the issuance of sizable quanti-
ties of private-purpose tax-exempt securities in
each of the past two years. The 1985 net vol-
ume—$25 billion—was particularly heavy, with
almost half of the total concentrated in the last
quarter.

State and Local Governments

Net borrowing by state and local governments
has for some years moved up strongly despite the
rising surpluses shown by these governments in
the national income and product accounts. Bor-
rowing soared from about $7 billion in 1981 to
$45 billion in 1984 and to $141 billion in 1985, yet
during the last five years, investable surpluses of
such governments have averaged about $11 bil-
lion per year. The rapid pace of borrowing by
these governments often has been influenced by
refunding opportunities on outstanding debt,
plans for future capital expenditures, and, before
recent tightenings of rules on asset acquisition,
even by chances for financial arbitrage.

As with tax-exempt business borrowing, actu-
al and threatened restrictions have had a pro-
nounced effect on the amount and timing of state
and local financing for several years. The most
striking example of anticipatory effects came in
the fourth quarter of 1985, when state and local
governments borrowed $75 billion net, and their
debt expanded at a 63 percent annual rate. This

borrowing surge was induced by pending legisla-
tion, mentioned above, that would further re-
strict private-purpose issues such as housing
bonds, limit arbitrage and advance refundings,
and tighten the definition of what constitutes a
public-purpose bond.

As this overview suggests, special influences
have caused federal borrowing and several im-
portant components of nonfederal borrowing to
rise strongly in the past five years, contributing
to the rapid rise in debt of both federal and
nonfederal sectors. Some of these influences
appear to be waning, and there is little reason to
believe that major surges and timing distortions
in certain forms of debt will continue indefinite-
ly. Legislation already in place is expected to
have a restraining effect on federal borrowing,
and prospects are good for somewhat tighter
limits on tax-exempt debt for both public and
private purposes. In addition, the general rise in
equity prices may lead to a slowing of the stock

{. Through June 1986.

FOMC-MONITORED DEBT

Since 1983 the Federal Open Market Committee has
set a monitoring range for total debt of domestic
nonfinancial sectors. This ‘‘credit’” aggregate was
established as a tool to assist the Committee in follow-
ing developments in the economy and in financial
markets. As monitored by the FOMC and published in
the Board's H.6 release, ‘‘Money Stock, Liquid As-
sets, and Debt Measures,’”” debt is measured on a
period-average basis rather than the period-end basis
presented in the flow of funds accounts. Although
definitionally the same as domestic nonfinancial debt
in this article, the published levels and growth rates of
the FOMC aggregate may differ from those shown in
the accounts because of the averaging and the removal
of statistical discontinuities that may arise in the
series. The table below shows the growth of the
FOMC debt aggregate since 1983.

Percent changes, fourth
quarter to fourth quarter

Year
Monitoring
range Actual
1983 L. 8% to 114 11.2
L 8to 1t 14.3
985 .. e 9to 12 14.0
1986, ..o itei it 8to 11 12.7
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repurchases that have spurred the growth of
business debt in the last two years. A moderation
of debt growth therefore seems likely, even
though underlying trends suggest further in-
creases in the ratio of debt to gross national
product.

FCREDIT BAAKKETS

All told, domestic nonfinancial sectors have bor-
rowed almost $3 trillion in credit markets during
the past five years (table 1), and financial sectors
of the economy have raised almost $600 billion
more (excluding deposits at banks and thrifts).
The supply of funds has expanded correspond-
ingly, and sources have displayed noticeable
shifts in sectoral origin. The following discussion
of supplies will encompass the provision of credit
market funds to all sectors, rather than to domes-
tic nonfinancial sectors alone, because current
data sources do not permit the isolation of issues
of financial obligors from those of nonfinancial
obligors in most debt-holders’ portfolios. But
since the largest portion of credit clearly flows to
nonfinancial sectors, the inclusion of funds sup-
plied to financial sectors has little effect on the
picture.

The scope for net financial investment by each
sector of the economy is defined by the excess of
its saving over its capital outlays. Total net
supplies of funds to credit markets thus originate
primarily in nonfinancial sectors because they
generate the bulk of national saving. Investment
choices made by nonfinancial sectors—such as
acquiring deposit claims on financial intermedi-
aries, buying equities, or directly purchasing
credit market assets—therefore have a major
role in determining proximate sources of funds to
markets.

A notable feature of the debt financing of
recent years has been the gradual decline in the
relative role of financial institutions in the direct
provision of credit and the corresponding rise in
direct credit market advances by private domes-
tic nonfinancial sectors (chart 3). The share of
intermediaries in all lending fell from an average
of about 82 percent in the 1970s to about 62
percent of the total in 1985, while the share of
private domestic nonfinancial sectors more than

30 Sources of lunds to credit mau ke
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doubled, to 29 percent. The share of credit
provided by the federal government continues to
represent only a few percentage points of the
total, and purchases of credit market instruments
by foreigners—measured through the balance of
payments statistics—have oscillated in the 4 to 7
percent range for most of this period, moving up
only a little on balance.

Financial intermediaries and nonfinancial sec-
tors both provide funds to credit markets on a
substantial scale. For the most part, assets ac-
quired by intermediaries are classified as ‘‘credit
market instruments,’’ such as loans, securities,
and mortgages; thus the expansion of their bal-
ance sheets runs largely parallel to their supply
of funds to credit markets. In contrast, a large
share of assets of nonfinancial sectors are in the
form of deposit claims on intermediaries. For
instance, at the end of 1985 only 13 percent of
financial assets of households were held directly
in credit market forms.

The most striking feature of net credit market
lending in the 1981-85 period is the almost five-
fold rise of direct credit extensions by private
domestic nonfinancial sectors in a period when
overall borrowing roughly doubled (table 3). For-
eign lending also rose briskly, but direct lending
by the federal government remained small.
Lending by financial institutions moved higher
during this period but proportionately less than
that by nonfinancial lenders. Among financial
institutions, commercial banks remain the pre-
eminent lenders, providing roughly 30 percent of
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Mo jending o Uos L credin marven

Billions of dollars

197680,

Sector average 1981 1982 1983 1984 1985
Nonfinancial SECtors.....o.ovt v eriiiieriirinrnens, 92 110 128 186 270 415
Private domestic 55 70 89 149 207 2
State and local governments.................... 15 8 27 48 50 134
Households. . ..........oocviiiiiiiiiiianns 36 48 46 74 126 185
Nonfinancial business. ..................o0oens 4 14 15 27 31 3
U.S. BOVEMMENt. .. ..ovtitviiceenriranaanncss 16 24 16 10 17 17
| T PR 21 16 px} 27 46 76
Financial sectors 320 379 364 465 637 678
Commercial banking. 100 102 107 136 182 197
Thrift institutions .............. 66 28 30 140 146 86
Federally related mortgage pools 17 15 50 66 44 80

Mutualfunds .................... cees 2 5 13 15 26
(01,77 2 135 229 164 108 239 225
TOtRL. ottt e 412 489 491 651 9907 1093

MEeMo: Percent of total lending

Domestic nonfinancial sectors ....................00 17.2 19.2 21.4 24.4 4.7 31.0
DT T N 5.1 3.3 4.5 4.1 5.1 7.0
Financial 86CtOrs . ..o vvvr vt vt vnreiererannineanss 71.7 77.5 74.1 71.4 70.2 62.0

all credit (loans and purchases of securities)
extended by domestic financial entities, whereas
the varying share of thrift institutions has mir-
rored gyrations in housing markets and financial
difficulties among the institutions themselves.

Sovieciere] NQfrs gi o redin Nupplie:

Several developments in recent years have had
noticeable effects on the structure of credit mar-
ket supplies. Among these are the increasing
packaging of mortgage loans into marketable
securities and the resurgence of mutual funds as
an indirect channel to credit markets. Large
quantities of formerly illiquid mortgages, typical-
ly carried to maturity by depository institutions,
are being converted through mortgage pools into
securities, for which markets are potentially
much wider. (Mortgage pools are, broadly, a
form of activity, but they are treated as a finan-
cial institution in the flow of funds accounts
because of their legal form as trust accounts
separate from other sectors and because of the
way purchasers report their holdings of these
assets.) The rise in the popularity of mutual
funds has been spurred by heavy advertising,
specialization, and the advantages of liquidity
and diversification offered to small investors.
The share of lending by mortgage pools in
recent years has doubled since the late 1970s, to

about 10 percent of net credit extended by finan-
cial sectors. Most mortgage pools have been
issued with the backing of agencies such as the
Government National Mortgage Association,
and at the end of 1985 federally related pools held
almost one-quarter of outstanding home mort-
gage debt, The steep rise of pool lending is
illustrated in the top panel of chart 4, and the
increased role that pools now play in home
mortgage markets is shown in the bottom panel.
The substantial spike evident in 1981-82 refiects
the major difficulties faced by savings institu-

4o Moreare pools

Billions of dollars
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Net expansion
50
25
| i | i 1 | | § 3 1
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tions at that time. Both the sharp drop in net home
mortgage borrowing and sales of existing mort-
gages into pools drove the pool *‘share’ of mort-
gage borrowing above 100 percent for a short time.

Pooling of both new and existing mortgages
into marketable securities lends support to un-
derlying borrowing by opening new channels
between potential purchasers of credit market
instruments and primary mortgage markets, in
which such purchasers formerly had virtually no
role. In addition to providing this liquidity to
markets, mortgage pools provide flexibility to
the balance-sheet choices of thrift institutions
and other originators of the mortgages underly-
ing the securities.

Open-end investment funds (mutual funds) are
another financial sector whose operations have
expanded sharply toward credit market debt in
recent years after a period of relative quiescence.
In 1970, when total fund assets were $46 billion,
85 percent of the total was invested in corporate
equities. Net expansion of mutual funds was
negligible in the last half of the 1970s (aside from
capital gains), but between 1981 and 1985 net
investment soared $196 billion, of which $148
billion was directed into instruments such as
taxable and tax-exempt bonds, with the remain-
der going to equities. At the end of 1985, about 47
percent of mutual fund assets were in credit
market instruments, even after substantial in-
creases in the value of their equity holdings.

The shares issued by mutual funds are treated
as equities in the flow of funds accounts, so
purchases of these shares by households are not
included as funds supplied directly to credit
markets. Such purchases are, however, similar
to direct supplies because they reflect conscious
decisions to acquire fund shares backed by credit
market assets. These purchases, $5 billion in
1981, climbed to $26 billion in 1984 and then to
$90 billion last year. If these indirect acquisitions
are taken into account, the share of nonfinancial
sectors in total credit market lending during
198185 rises even more than shown in chart 3.
By 1984, investment through mutual funds had
become a substantial channel into credit mar-
kets, and the sharp expansion of bond-fund
shares in 1985 equalled almost 50 percent of
direct household purchases of credit market in-
struments (chart 5).

5. Houschold net credit market fending
Billions of dollars
250
. 200
Direct plus purchases of bond-fund shwes
150
‘ 100
Direct
50
] I | ! | I I i | |
1975 1977 1979 1981 1983 1985
Annual data.

Money market mutual funds are another exam-
ple of indirect flows between households and
credit markets. In the 1981-85 period, assets of
these funds rose $133 billion, more than 75
percent of which went into short-term credit
market instruments. The effect is much the same
as with mutual funds, underscoring the link be-
tween financial surpluses of households and ex-
pansion of certain financial intermediaries.

The Role of Forcign Frundy

In recent years foreign capital has played an
increasing role in the supply of funds to U.S.
credit markets. Any domestic imbalance be-
tween domestic saving and investment has as its
counterpart a net capital flow with the rest of the
world. In effect, the ‘‘foreign sector’” provides
the saving (net capital flow) needed when there is
a domestic shortfall relative to investment, or
absorbs such saving when there is an excess. The
striking plunge of the U.S. current account (or,
in terms of the national income accounts, net
foreign investment) during the past few years
represents a greater dependence of the U.S.
economy on net capital inflows. U.S. net foreign
investment, which averaged close to zero in the
1976-80 period, has fallen precipitously since
1982, and in 1985 it reached a negative $115
billion.

Chart 6 gives some perspective on the role of
foreign capital flows in meeting domestic credit
market demands. Domestic nonfinancial sector
borrowing is taken as a frame of reference be-
cause nonfinancial sectors are the principal final
demanders of credit, and it is their saving/invest-
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ment imbalances that are the main determinants
of the changing U.S. foreign investment position.
As chart 6 shows, measured direct purchases of
U.S. credit market instruments by foreigners as a
share of domestic nonfinancial borrowing have
climbed only moderately, from an average of 6.5
percent in 1978~80 to about 8.2 percent in 1985,
Direct purchases of securities by foreigners draw
much commentary, but they are only part of the
story.

A broader measure of total foreign support to
U.S. credit markets is provided by the relation
between U.S. net foreign investment and domes-
tic nonfinancial borrowing. Net foreign invest-
ment is an overall balance, capturing measured
inward and outward flows of both U.S. and
foreign-owned capital, as well as components
that have not been measured directly (the statis-
tical discrepancy). The rise in the total net capital
inflow corresponding to the fall in the U.S.
international investment position is striking
(chart 6). It implies that direct and indirect
foreign support to nonfinancial borrowing
reached almost 13 percent of credit flows in 1988,
up from negative values only a few years earlier.

In terms of total supplies of funds to domestic
credit markets, an adjustment of the U.S. exter-
nal sector toward smaller deficits implies a de-
cline in dependence on foreign sources or, ex-
pressed differently, a greater dependence on
domestic saving in order to finance domestic
investment, This fact has been cited by many
observers as one reason for reducing the federal
deficit, lest the potential for crowding out of
private capital formation become a reality as the
U.S. external position comes into better balance.

6. Porcign capital flows i relation 1o domestic
nonfinancial borrowing
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“Double Counting’’ in Credit Markets

Changes in the liabilities of financial intermediar-
ies are closely linked to movements in their
financial assets. Although borrowing by nonfi-
nancial sectors usually is associated overwhelm-
ingly with expenditures, it is also sometimes
done directly or indirectly to purchase credit
market instruments, As examples, some part of
corporate borrowing helps support the accumu-
lation of liquid assets, and in recent years many
households have borrowed in order to fund tax-
deferred financial investments such as individual
retirement accounts. In this sense a certain
amount of ‘‘double counting’’ always resides in
the totals for borrowing by the nonfinancial
sectors; however, seldom is it large enough to
inflate debt growth noticeably beyond the under-
lying trend.

The upsurge in funds supplied to credit mar-
kets by state and local governments in the past
three years provides an illustration of double
counting on an uncommonly large scale. These
entities, which can borrow in tax-exempt mar-
kets and invest at rates available in taxable
markets, have an incentive to engage in financial
arbitrage. The rules on permissible investments
by these governmental units are complicated and
have been tightened in the past few years, but
changing market conditions and legislative devel-
opments still provide temporary opportunities
for such activity. Most of the funds raised in the
huge rush to market tax-exempt debt late in 1985,
for instance, were rolled back into credit market
lending pending future debt retirements or capi-
tal expenditures. The result was an estimated
$134 billion ‘‘supply’’ of funds to credit markets
by state and local governments, more than twice
any previous amount (table 3). About $110 billion
of this appears to be in excess of normal histori-
cal relations, so that about 12 percent of total net
borrowing in 1985 may represent almost pure
double counting in the figures.

This example illustrates how both borrowing
and lending patterns occasionally can be dis-
turbed by special influences. Double counting on
the scale noted here usually is not a major feature
of the nonfinancial accounts, but in 1985 it was
perceptible. Assuming, however, that the sub-
stantial investments of state and local govern-
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ments are liquidated in the future to support debt
retirements or expenditures, double counting
will tend to dissipate with time. It should be
noted that the unusually high volume of state and
local lending in 1985—mostly in purchases of
U.S. government securities—had only a limited
influence on federal borrowing itself. Except in
the short term, purchases of federal debt by
municipal governments substitute for sales in the
market to other domestic and foreign purchasers.

FINANCIAL ACCOUNTS OF
NONFINANCIAL CORPORATIONY

As discussed above, stock retirements have been
a major force behind the expansion of corporate
borrowing well in excess of the financing gap
during the past few years. One consequence of
this has been a marked increase in corporate
debt-equity ratios. If tangible assets are valued at
original cost, the ratio of nonfinancial corporate
debt to net worth climbed from 61 percent to 78
percent between 1980 and 1985, following about
a decade of little movement in this ratio. If
tangibles assets are valued at current prices, the
ratio rose from 35 percent in 1980 to more than 46
percent at the end of 1985, the highest figure
since the early 1970s.

In addition to stock retirements, interest-rate
developments also may have contributed to the
dominance, until recently, of short-term borrow-
ing in corporate use of credit markets during the
past five years. The maturity structure of corpo-
rate debt, in fact, has gradually drifted toward
greater reliance on short-term liabilities for many
years. In 1960, for instance, about 71 percent of
total corporate debt was in long-term forms—
bonds and mortgages—but by 1980 the figure
was 54 percent. Sharp increases in interest rates
in the early 1980s, combined with a steep yield
curve, provided incentives for businesses to bor-
row more intensively in short-term markets, both
to meet basic needs and to finance stock retire-
ments. More than half of the total net borrowing
in the 1981-85 interval—about $330 billion—was
in the form of loans from banks and finance
companies and of short-term market paper. Near
the end of the period the long-term component of
corporate debt had sunk to less than half of the
total, a historical low.

As interest rates declined sharply in 1985,
however, corporations rapidly increased their
activity in the bond markets. Net issuance of
taxable bonds for the year totaled $73 billion,
more than during the previous two years com-
bined; this trend has continued in even more
vigorous form through mid-1986. Although much
of the recent surge in gross corporate bonds has
been associated with calls and retirements of
existing debt (especially by utilities), net bond
issuance continued at unprecedented levels
through the first half of this year, and only 40
percent of funds borrowed have been in short-
term markets. The effect of the resurgence of
long-term borrowing has been to lower the cost
of existing corporate debt and to push up the
long-term debt ratio a little by the end of 1985
and somewhat more this year. Although it is too
soon to judge how much further these balance
sheet improvements will proceed, it is apparent
that businesses are now actively restructuring
their accounts while conditions are perceived to
be favorable.

As indicated by the national income accounts,
corporate gross saving represents a substantial
share of total national saving. Corporate capital
expenditures also are large, however, so their
acquistions of financial assets tend to be small,
and their net financial investment usually is
negative. Companies accumulate liquid assets
primarily to maintain desired amounts of work-
ing capital and for transactions purposes.
Sources of information on changes in corporate
financial assets are scarce, but those available
suggest that asset accumulation has been quite
small by historical standards.

Holdings of liquid assets relative to nonfinan-
cial business product increased from about 112
percent in 1981 to about 14 percent at the end of
1985. However, the share of liquid assets relative
to short-term debt on corporate balance sheets
has declined for more than two decades and was
only about 40 percent of such debt in 1985.
Although corporate holdings of liquid assets may
be low, the potential supply of funds through
channels such as bank lines of credit has expand-
ed greatly in recent years, and therefore the
cutback in liquid assets may simply be an adapta-
tion to changed circumstances rather than a
source of concern. The composition of liquid
assets also has changed markedly. Demand de-
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posits and currency, which represented more
than half of corporate liquid assets in the early
1970s, fell to about one-fourth of the total by
1985. Time deposits and holdings of commercial
paper approximately tripled their share in the
same period, to about one-half of the total.

AN E RO

The household sector in the flow of funds and the
national income accounts consists primarily of
ordinary households but also includes personal
trusts and nonprofit organizations. Households
are the largest sector in the economy, with about
41 percent of all financial assets at the end of
1985 (table 4). Taking into account their holdings
of tangible assets, households also have the
largest net worth of any economic sector.
Households are the principal source of net
saving in the economy; they typically invest
much more in financial assets than they borrow,
thereby making funds available to other sectors,
which tend to be net absorbers of funds. The
weight of the household sector thus implies that
its activities have major effects on all other
sectors of the economy. Most important for
flows of finance are the amounts and rates of
personal saving. Household financial surpluses
directly and indirectly support the major part of
net funds absorbed by other nonfinancial sectors
such as businesses and governments (chart 7).
Remaining imbalances have been filled to a small
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extent by net surpluses of financial sectors and,
to an increasing extent, by the foreign capital
flow associated with the U.S. external imbal-
ance.

Given the importance of saving in the house-
hold sector for the rest of the economy, it is
significant that, after rising to 7.5 percent in
1981, the personal saving rate fell by 1985 to 4.6
percent, the lowest rate since 1949. This drop
came despite the enactment of legislation de-
signed to encourage the growth of saving, such
as the 1981 liberalization of individual retirement
accounts and of deferred income plans. Even in
dollar terms, between 1981 and 1985 personal
saving followed an erratic downward course to
the $129 billion recorded last year, and in com-
parison with domestic nonfinancial borrowing
household saving has fallen greatly. Personal
saving represented almost 43 percent of domestic
nonfinancial borrowing in 1981, but by 1985 the
ratio had shrunk to 14 percent.

Foobimmnend assets i the VLS cconomy
1975 i 1980 l 1985 1975 { 1980 ‘ 1985
Sector
Billions of dollars, year-end Percent

Households.......... 2,541 4,498 7,723 42.1 41.4 41.4
Nonfinancial business. 617 1,083 1,504 10.2 10.0 8.1
Private financial sector: 2,156 3,886 6,810 357 35.8 36.5
Commercial banking 835 1,390 2,234 13.8 12.8 12.0

Mutual funds and
money market mutual funds................. 47 138 504 8 1.3 2.7
Other!. oo i i ittt e e, 1,274 2,359 4,072 21.1 21.7 21.8
Federally related mortgage pools................... 29 114 369 5 1.0 2.0
FOreign v voiii i it cciiiiaaanir e 235 464 813 3.9 4.3 4.4
(01T 2 460 807 1,439 7.6 7.4 7.7
Total..... 6,038 10,852 18,658 160 100 100

1, Savings institutions, insurance companies, private pension
funds, state and local government retirement funds, finance compa-
nies, real estate investment trusts, and securities brokers and dealers.

2. Federal and state and local governments, monetary authority,
and sponsored credit agencies.
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One factor that may have contributed to the
decline in saving in recent years is the rise in the
value of tangible assets and of financial assets
such as equities; if households perceive their
asset positions to be comfortable, they may save
less from current income. Another factor may
have been the increasing availability of credit
sources, making saving in advance for large
consumer purchases appear to be less necessary
than in earlier years. Factors such as these tend
to bolster household borrowing in credit markets
and to reduce acquisitions of financial assets
because they contribute to higher spending rela-
tive to income flows.

Demographic factors may also have contribut-
ed to the savings decline, as may have certain
technical factors, such as the treatment of pri-
vate pension plans in the national income ac-
counts. The increased share of interest payments
in personal outlays from current household in-
come—a result of rising debt—has also played a
role. The effect of these and other influences on
household behavior has been to narrow the
scope for net financial investment. Yet net acqui-
sitions of financial assets by householids have not
diminished, but rather increased about 85 per-
cent in the past five years, reaching $477 billion
in 1985.

Honxchold Debis and Assers, 198185

Household purchases of financial assets have
exceeded personal saving by margins of $150 to
$250 billion per year in each of the last five years,
a fact which underscores the important role
played by borrowing in financing these acquisi-
tions. Indeed, as noted earlier, household debt
reached a historical high of $2.4 trillion at the end
of 1985, a 64 percent increase in five years. The
following discussion will look in somewhat great-
er detail at the structure of household debts and
at certain features of household financial assets,
focusing on the question of potential repayment
burdens.

Debt of the household sector at the end of 1985
consisted mainly of home mortgages (61 percent)
and consumer credit (28 percent), but also in-
cluded miscellaneous loans from other sources
and tax-exempt obligations issued to finance
nonprofit hospitals and student loans. Home
mortgage indebtedness, after rising 225 percent

during the 1970s, decelerated markedly, growing
only 54 percent in the 1981-85 period to a total of
$1,456 billion. Consumer credit has expanded by
77 percent in the last five years (to $666 billion at
year-end 1985), and its share in the household
total has advanced. Although the expansion of
consumer credit often follows cyclical patterns,
the past five years have witnessed the fastest
growth in the past 40 years.

The great surge in household debt raises the
possibility that borrowers are becoming overex-
tended and would have difficulty in repaying
their obligations in the event of economic adver-
sity. Conversely, some observers claim that the
rise in household assets more than offsets the
growing debt burden. In this regard it is helpful
to consider the relation of debts and financial
assets to disposable income as background to the
discussion (chart 8); both these ratios have
climbed noticeably in the past few years. The
ratio of household debt to disposable personal
income, for instance, reached a postwar high of
almost 84 percent at the end of 1985, and the
asset ratio was about 271 percent.

Assessing the potential burden of household
debt is difficult because of factors that cannot be
easily illuminated with existing statistics. Con-
sumer debt plainly has risen relative to income,
but this fact alone may not be a convincing
indicator of potential debt service problems (see
*“The Growth of Consumer Debt,”” FEDERAL
RESERVE BULLETIN, June 1985). For example,
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there is evidence that automobile loan maturities
are lengthening—which tends to reduce current
repayment obligations per dollar of debt out-
standing—and that consumer debt is concentrat-
ed among upper-income households, which are
most able to repay it. In addition, the bulk of
household debt is in the form of home mortgages,
which are repayable over long periods of time.
The burden of current payments on this debt
varies with the maturities of the obligations and
with the interest rates at which they were con-
tracted, and it may change quickly in certain
circumstances, as the current flood of home
mortgage refinancing perhaps illustrates. In the
past several years, many households also have
taken on adjustable-rate mortgages on which the
payment burden fluctuates periodically. The
ability of households to service their debts de-
pends in part on a correct assessment of future
income flows in relation to payment obligations
and, also, on the amount of financial assets that
can be mobilized for such a purpose.

Total financial assets of households rose from
$4.5 trillion at the end of 1980 to $7.7 trillion at
the end of 1985, an increase of about 72 percent
during the interval. About 60 percent of these
assets are concentrated in deposits (including
shares in money market funds) and holdings of
equities (including mutual fund shares), a propor-
tion that has declined moderately in the past 10
years (table 5). Direct holdings of credit market
instruments are a small and rather stable share of
the portfolio, but the share of assets in pension
fund reserves has risen by almost 40 percent.
Three factors contribute to changes in the value
of household financial assets: saving, borrowing,
and market valuation. Total personal saving in
the 1981-85 period represented less than 25 per-
cent of the rise in the value of household portfo-
lios, and net credit market borrowing by house-
holds was less than 30 percent of the increase. As
these figures suggest, market valuation therefore
plays a significant and sometimes dominant role
in changes in the value of household financial
positions; for instance, in the past five years
households have made net sales of about $90
billion of equities, but capital gains on their
equity portfolios have totaled about $850 billion
in this period. More than half of the $1.1 trillion
increase in total household financial assets in
1985 alone can be attributed to changes in market

S, Structure of household balance sheets
Percent of total
MEMoO
Billions
Category 1975 1980 1985 o
dollars,
1985
Financial assets
Deposits.............. 37.0 36.0 34.6 2,675
Equities (including
mutual funds) ... | 25.5 26.4 252 1,945
Credit market
instruments ... .. 13.3 1.7 13.0 1,005
Pension fund
reserves ........ 16.0 19.1 22.2 1,716
Other ................ 8.2 6.8 4.9 381
Totad................. 100 100 100 7,723
Credit market debt
Home mortgages ...... 64.0 65.1 61.4 1,456
Consumer credit. . ..... 30.4 159 28.1 666
Other ................ 5.6 9.0 10.5 249
Total ................. 100 100 100 2,372

valuation; personal saving represented less than
one-eighth of this gain in wealth.

Total financial assets of households considera-
bly exceed their liabilities (chart 8), and from that
perspective the sector’s net financial position
might be deemed comfortable. Aggregate mea-
sures, however, may conceal relevant informa-
tion, and other considerations, such as liquidity,
also bear on assessments of household financial
conditions.

Although household assets have grown, imbal-
ances in the distribution of assets and liabilities
within the sector are always a potential source of
stress in the event of an economic setback.
Information on these distributions cannot be
obtained from the flow of funds accounts; such
data can be derived only from microstudies of
consumer financial positions. The latest such
effort was the 1983 Survey of Consumer Fi-
nances, carried out by the Survey Research
Center at the University of Michigan with sup-
port from the Federal Reserve and other agen-
cies. Results of the survey (whose findings on the
aggregate distributions of household assets by
type accord well with flow of funds data) tend to
reinforce the view that household debts and
assets both may be concentrated in upper-in-
come strata (see FEDERAL RESERVE BULLETIN,
September 1984, December 1984, and March
1986). Although those findings are consistent
with the view that aggregate household positions
are comfortable, they would not be inconsistent
with the emergence of localized problems.
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Another factor affecting the interpretation of
aggregate assets is the fact that the ‘‘household
sector”’ of the flow of funds (and national in-
come) accounts contains private foundations and
a wide array of nonprofit organizations. Except
for the tax-exempt borrowing of nonprofit hospi-
tals and a small amount of mortgages, available
data show that the credit market debt of these
entities is minimal relative to their financial as-
sets (such as university and foundation endow-
ments). Research at the Federal Reserve indi-
cates these financial assets totaled more than
$500 billion in 1984, Although that amount was
less than 10 percent of total assets in the house-
hold sector at the time, the presence of such
entities in the statistics should be borne in mind
because debts are largely those of true house-
holds, while a perceptible share of assets are not.
Moreover, some evidence also suggests that non-
profit organizations have grown in relative im-
portance in recent years.

Discussions that relate household debts and
assets likewise should take account of the fact
that a rising proportion of financial assets of
households are in forms that may not be easily
accessible for debt service should such a need
arise. Assets embedded in pension funds and
personal trusts may not be readily accessible by
households that are the ultimate owners, even
though they are a part of the sector’s total
claims. As table 5 demonstrates, these kinds of
assets constitute a rising share of total portfolios.
From a share of only 3 percent in household
portfolios in 1945, pension fund reserves reached
19 percent in 1980 and more than 22 percent in
1985. Finally, despite the net selloff by house-
holds of corporate equities in the past few years,
market revaluations have pushed up the value of
the considerable amount that remains, contribut-
ing substantially to the total rise in the value of
household financial assets during the period un-
der review. The value of equities and other
financial instruments in any portfolio remains
subject to future market movements, which
therefore represent a potential source of large
gains or losses in household wealth.

SUMMALY

A striking feature of U.S. financial developments
in the past few years has been the enormous rise

in borrowing and lending and the associated rise
in debt and assets. A review of these develop-
ments shows that special factors may have con-
tributed to exceptionally heavy borrowing during
the 1981-85 period, but these do not account
fully for the rise in debt relative to historical
norms. Although the underlying pace of borrow-
ing appears to be slowing, growth of debt still
exceeds that of GNP by a considerable margin.
These heavy credit demands have been met
through shifts in the structure of the supply of
funds, by the more active role played by financial
transformations such as mortgage pools and mu-
tual funds, and, notably, by the net inflows of
foreign saving associated with disequilibrium in
the U.S. current account. Adjustment of the
external accounts toward better balance and the
corresponding fall in the supply of foreign saving
may be a significant factor in domestic credit
markets in the period ahead.

The financial statements of businesses have
changed rapidly in the past few years. Large
amounts of debt have replaced equity on busi-
ness balance sheets, especially in connection
with the unusual surge of merger activity. Until
recently, short-term debt continued to advance
as a share of the total, but with the resurgence of
bond markets in 1985 businesses are now active-
ly restructuring their debts toward long-term
forms. Corporations appear to be acquiring fi-
nancial assets at a slow pace, but this may be a
natural adaptation to changing relations between
nonfinancial and financial businesses.

Finally, despite a sharp decline in the personal
saving rate, household financial positions appear
to be reasonably comfortable at present, even
though only rough judgments can be made from
the aggregate statistics. These aggregates show a
wide and increasing margin of comfort between
financial assets and debts. However, the margin
for true households is exaggerated by the exis-
tence of nonprofit organizations, which hold a
portion of the sector’s total assets. Moreover,
the distribution of debts and assets within the
sector, the accessibility of the assets, and, espe-
cially, future changes in the market value of
assets could have significant effects on the finan-
cial condition of households. O
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Treasury and Federal Reserve
Foreign Exchange Operations

This quarterly report, covering the period Febru-
ary through April 1986, provides information on
Treasury and System foreign exchange opera-
tions. It was prepared by Sam Y. Cross, Manag-
er of Foreign Operations of the System Open
Market Account and Executive Vice President in
charge of the Foreign Group of the Federal
Reserve Bank of New York.'

The dollar moved substantially lower against all
major currencies during the three months ending
in April, declining more than 8 percent against
most European currencies and almost 12 percent
against the Japanese yen. The depreciation was a
continuation of the trend that emerged in early
1985 and gained momentum after the September
G-5 meeting. The U.S. authorities did not inter-
vene for their own account in the exchange
markets during the February-April period, and
the dollar’s decline proceeded without any new
concerted intervention in the exchange markets.

The decline took place against a background of
downward-moving interest rates and narrowing
interest rate differentials favoring the dollar. The
market’s attitude also seemed influenced by the
implications of continuing large current account
imbalances and by assessments of the varying
inflation prospects in different countries as a
result of oil price changes. Market participants
were also influenced by perceptions of official
views about the dollar, particularly in light of the
January meeting of G-5 Finance Ministers and
Central Bank Governors at which they expressed
satisfaction with the trend of exchange rates
since the September meeting.

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

EXCHANGE RATE DEVELOPMENTS
DURING THE PERIOD

As the period opened, the foreign exchange
markets were in a sensitive phase. The dollar had
already declined a substantial amount from its
highs of the year before. Yet there was little
evidence that the U.S. economy or its trade
position had reaped enough benefit to allay con-
cerns among market participants that U.S. au-
thorities would wish to see further dollar depreci-
ation, Indeed, statistics then being released
indicated the U.S. deficit on merchandise trade
had widened substantially during December, and
the external sector continued to exert a signifi-
cant drag on domestic production. The mid-
February estimate of growth in gross national
product for the final quarter of 1985 revealed a
disappointing, downward adjustment. Statistics
for personal income and consumption in January
were also worse than expected, leading many in
the market to conclude that the outlook for 1986
was even less optimistic than they had believed
earlier. Subsequent data were interpreted as indi-
cating points of weakness, rather than strength,
for the U.S. economic outlook.

At the same time, concern faded about poten-
tially adverse effects on prices of any continuing
dollar depreciation. Inflationary expectations in
the United States were being rapidly scaled back
in response to further dramatic drops in prices
for oil and some other commodities. Thus, the
risk of an accelerating decline in dollar exchange
rates was seen by many market observers to be
less than before. In addition, through early April,
interest rates in the United States continued to
case at a faster pace than those abroad as many
market participants expected that the Federal
Reserve might ease monetary policy considera-
bly. As a result, interest differentials favoring the
dollar continued to narrow. By April 16, interest
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differentials on long-term government securities
fell to within 200 basis points vis-a-vis German
and Japanese securities.

Beginning in February, a heavy schedule of
statements and testimonies about U.S. economic
policies, together with the approach of a number
of important international meetings, provided
opportunities for officials here and abroad to be
questioned about their attitude toward exchange
rate trends. Administration officials generally
expressed satisfaction with the decline in dollar
rates since the G-5 agreement in September.
They noted that the dollar’s decline had been
orderly and denied that there was any particular
level or range of rates at which they expected or
desired the dollar to trade. The President, in his
annual State of the Union address, noted the
problems that previous exchange rate fluctua-
tions had caused for many Americans and asked
Secretary of the Treasury Baker to determine
whether it would be useful to hold an internation-
al conference to discuss with other countries the
role and relationships of currencies. Market par-
ticipants and journalists tended to conclude from
these statements that U.S. authorities would
welcome a further depreciation of the dollar,
notwithstanding the repeated denials by U.S.
officials that they had a target range for the
dollar. In these circumstances, the market’s atti-
tude toward the dollar was predominantly bear-
ish.

During February and early March, the dollar
declined across the board without interruption.
The focus of market attention initially was the
yen. It was supported by mounting monthly
trade surpluses and the view that declining oil
prices would be particularly beneficial to the
Japanese economy. The dollar, which had closed
at ¥191.40 at the end of January, declined steadi-
ly throughout early February to breach the psy-
chologically important ¥180 level and to reach
¥177.40, a seven and one-half year low, by
February 19. The yen’s rise then stalled after
Japan’s Finance Ministry confirmed that it was
developing plans to ease regulations on capital
outflows, which could have the effect of raising
the demand for dollars by Japanese institutional
investors.

At this point market participants shifted their
focus to the dollar-mark exchange rate. Fore-

casts of German economic growth in 1986 were
being revised upward toward 4 percent. Given
the relatively lackluster growth performance in
the United States during the last quarter of 1985
and the weakness in several U.S. business indi-
cators early in 1986, Germany emerged as a
likely candidate for relatively high growth. More-
over, the German trade surplus had been increas-
ing during the previous few months. The contin-
ued drop in oil prices made it appear possible
that Germany'’s trade surplus for 1986 would be
double the level of the previous year. Traders
also anticipated a possible realignment within the
European Monetary System (EMS) in which the
mark would be revalued. With these expecta-
tions in the minds of market participants, the
dollar declined against the mark until early
March as far as DM2.1960.

On March 6 and 7, the central banks of Germa-
ny, Japan, the United States, France, and the
Netherlands lowered their official interest rates.
The central banks of the United Kingdom, Italy,
and Sweden soon followed by cutting their
official lending rates. These actions had little
immediate impact on exchange rates since the
reductions had been widely anticipated and inter-
national differentials in market rates were ex-
pected to be largely unchanged. But the concert-
ed round of interest rate reductions underscored
to the market the potential for further coordinat-
ed policy actions. For some time thereafter, most
dollar exchange rates moved narrowly as mar-
kets reassessed the near-term outlook for the
doliar and the prospects for other coordinated
actions.

Early in April, the dollar resumed its decline.
Indications that world oil exporters were failing
to agree on a plan to support oil prices kept alive
expectations that inflation in the major countries
would continue to slow. Thus dealers anticipated
that the major central banks would act soon to
cut interest rates again. Some market partici-
pants even thought that the Federal Reserve
might cut its discount rate more than other
central banks. In the United States, there was
concern about the impact of lower oil prices on
U.S. banks with exposure to the oil-exporting
developing countries and to the domestic energy
sector. In Germany, the central bank had ex-
pressed doubts that a further cut in the discount
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rate would be appropriate given existing condi-
tions in the domestic economy.

Selling pressures against the dollar then
emerged, especially against the yen. That curren-
cy has already appreciated significantly during
the past year, and Japanese exporters, particu-
larly small- and medium-sized firms, were facing
a substantial drop in the demand for their prod-
ucts. Under these circumstances, Japanese offi-
cials began to voice concern whenever the yen
advanced toward the level of ¥175 against the
dollar. Dealers therefore remained wary that
foreign exchange market intervention or some
other official action might be taken to curb the
exchange rate move. But the demand pressures
on the yen were becoming so strong as to bring
into question the Japanese authorities’ ability to
resist its appreciation unilaterally, and the yen
strengthened relative to all major currencies.

Against the major European currencies, the
dollar was influenced early in April by strains
emanating from a realignment of exchange rates
within the joint intervention arrangement of the
EMS. Market participants had long expected
that some adjustment in exchange rates might
occur soon after the March elections in France to
adjust for inflation differentials that had existed
between the participating countries since the
general realignment in 1983. As such an event
was thought to become more imminent, the
dollar’s decline against the mark slowed. Some
dealers were anticipating that the dollar might
benefit from speculative reflows out of the mark
after the realignment. But the realignment that
occurred over the first weekend in April un-
leashed a strong demand for French francs
against all currencies. French residents unwound
long-standing commercial leads and lags and
nonresidents sought quickly to build up invest-
ment positions in francs and to benefit from the
relatively high interest rates in France. As a
result, the dollar again came on offer against the
European currencies after the realignment.

By late April, the dollar had declined 10 per-
cent against the Continental currencies and 13
percent against the yen from levels at the end of
January. It touched ¥166.10 against the yen, a
record low for the postwar period, and
DM2.1520 against the mark, the lowest level
against the German currency since April 1981. At

this point the dollar was more then 37 percent
below its highs vis-a-vis those currencies of
about a year before.

Meanwhile, the financial markets around the
world were astir with talk of a renewed drop in
interest rates in many major countries. The
plunge in oil prices was beginning to show
through in reduced inflation rates for a number of
countries. Partly in sympathy, interest rates on
U.S. long-term securities had declined almost to
the level of the federal funds rate, indicating
strong market expectations that a further cut in
the Federal Reserve’s discount rate was in the
offing. Japanese bond yields fell to postwar lows.
And in Europe, a number of countries that had
not participated fully in the easing of interest
rates before the EMS realignment were seen as
having increased scope to cut rates.

In fact, the moderation of global inflationary
expectations did provide the impetus for a lower-
ing of official interest rates in a number of
countries. The Federal Reserve and the Bank of
Japan both lowered their discount rates by
percentage point, effective April 21. Central
banks in the United Kingdom, France, and Italy
lowered their official rates in one or two steps Y2
percentage point or more at about the same time.
The German central bank, feeling more con-
strained by the weakness of the mark within the
EMS, did not join in this second round of reduc-
tions of official lending rates.

At the end of April, the dollar’s decline
paused. Some foreign exchange and bond dealers
had expressed concern that investors might be

Net profits or losses (=) on U.S. Treasury and
Federal Reserve current foreign exchange operations

Millions of dollars

I Federal U.S. ’l;lreasury
, edera xchange
Period' Reserve Stabilizagon
Fund

February 2, 1986
April 30, 1986 .......... 0 0

Valuation profits and losses
on outstanding assets and
liabilities as of April 30,
19862

.................. 962.9 1,031.4

1. Data are on a value-date basis.

2. Valuation gains represent the increase in the dollar value of
outstanding currency assets valued at end-of-period exchange rates
compared with the rates prevailing at the time the foreign currencies
were acquired.
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reluctant to acquire the additional dollar-denomi-
nated assets needed to finance the continuing
U.S. current account and fiscal deficits. Market
participants were also well aware of pressures on
foreign governments to ease the pain for their
own industries of too-rapid a fall of the dollar.

Accordingly, they considered the possibility
that some agreement to support the dollar might
emerge from the discussions at the Economic
Summit in Tokyo early in May. In addition, by
late April, there was evidence that foreign partic-
ipation in U.S. securities markets continued to
be strong. The dollar therefore moved up some-
what from its lows by the close of the period
under review.

THE EMS REALIGNMENT

On April 6, the European Community announced
a realignment of the central rates within the
EMS. This was the first overall realignment of
EMS central rates in more than three years. The
realignment was initiated by the new French
Government as part of its program to restore
competitiveness in the French economy and to
dismantle exchange and other financial controls.
It involved in effect a devaluation of almost 6
percent for the French franc’s bilateral central
rates against the German mark and the Dutch

guilder. Other adjustments against the mark and
the guilder were much smaller, including 3 per-
cent effective devaluations in the central rates of
the Italian lira and the Irish pound and 2 percent
for the Danish krone and the Belgian franc.
Movements of the market exchange rates for
the EMS currencies after the realignment were
relatively small. The French franc depreciated
3!, percent against the mark, substantially less
than the 6 percent devaluation of its bilateral rate
with the German currency. In other respects the
configuration of exchange rates within the EMS
also showed only modest changes—except for
the German mark, together with the Dutch guil-
der, which moved from the top to the bottom of
the narrow band. Heavy reflows of funds follow-
ing the realignment were reflected in substantial
changes in the foreign exchange reserves of
several countries., German reserves declined by
almost $4 billion equivalent during the two weeks
following the realignment, although much of this
decline was recouped later in the month. At the
same time, there were large increases in the
foreign-currency reserves of France and Italy
during April. These two countries, as well as the
other countries whose EMS central rates were
effectively lowered against the guilder and the
mark, took advantage of the relief from exchange
market pressure late in April to add reserves,
ease exchange controls, and lower interest rates.
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Industrial Production

Released for publication June 13

Industrial production decreased an estimated 0.6
percent in May, more than offsetting an upward
revised increase of 0.4 percent in April. In addi-
tion, revised data now indicate larger declines for
both February and March. Reductions in output
were widespread in May, with the most signifi-
cant declines occurring in motor vehicles, busi-

ness equipment, oil and gas well drilling, and
durable goods materials. At 124.2 percent of the
1977 average, the total index in May was 2
percent below the recent high in January and
about the same as it was a year earlier.

In market groups, output of consumer goods
retreated somewhat in May and has been, on
balance, stagnant since the beginning of the year.
The recent monthly movements in output of
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1977 = 100 Percentage change from preceding month Percentage
Group 1986 1986 May 1985
to May
Apr. May Jan, ‘[ Feb. | Mar, l Apr. l May 1986
Major market groups
Total industrial production ......... 125.0 124.2 3 -9 -9 4 -.6 .1
Products, total . .... 132.6 131.8 .2 -1.0 -9 .6 -.6 3
Final products. .. . 132.2 131.2 .0 -1.2 -1.1 7 -7 -4
Consumer goods . 123.6 123.0 ~.3 -.6 -.8 1.2 -.5 2.5
Durable ........... . 116.0 113.7 -1 -3 -2.8 2.6 ~2.0 1.7
Nondurable ........ . 126.4 126.4 ~4 -.7 -.2 7 .0 2.7
Business equipment. . ... . 140.3 138.8 1.0 -1.3 -1.4 9 ~1.1 -2.2
Defense and space...... . 179.0 179.3 -.8 ~1.4 1.0 3 2 4.7
Intermediate products....... . 134.0 133.8 1.1 -2 -.3 2 -.1 2.7
Construction supplies .......... 123.5 123.3 2.9 -4 -.1 .1 ~.2 4.4
Materials ... 114.6 113.9 3 -7 -9 2 ~.6 -2
Major industry groups
Manufacturing. ...............0nnn. 128.6 127.9 .6 ~-.8 -.8 .6 -.5 1.0
Durable. ..... 128.4 127.2 4 -1.0 -1.1 .6 ~1.0 -.6
Nondurable . . 128.8 128.9 8 ~.5 -4 .6 .1 33
Mining ........ 101.8 99.6 N -2.0 -2.5 -9 -2.1 -9.3
Utilities. .......ooovvininin.n, 114.1 114.5 .6 -19 1.1 4 7

NoTtE. Indexes are seasonally adjusted.

consumer goods have been dominated by swings
in motor vehicle production. Auto manufactur-
ers, faced with a high level of inventories relative
to sales, curtailed assemblies from a seasonally
adjusted annual rate of 8.1 million units in April
to a rate of 7.6 million units in May. Production
of durable consumer goods other than autos also
declined, while the output of nondurable con-
sumer goods was unchanged in May after a rise
of 0.7 percent in April.

Output of business equipment declined 1.1
percent in May; since reaching a peak in Janu-
ary, the index for business equipment has fallen
nearly 3 percent. Reductions in the output of
transit equipment, especially business autos and
trucks, have been a large contributor to the
recent decline, as has the weakness in produc-
tion of farm and mining equipment. Most other
components of business equipment, including

computers, also have weakened since the begin-
ning of the year. In contrast, output of defense
and space equipment increased moderately again
last month. Outside the final products sector, the
production of construction supplies remained
near record levels, but materials production de-
clined 0.6 percent in May, with metals and parts
for consumer durables and equipment especially
weak.

In industry groups, manufacturing output de-
clined 0.5 percent in May, as durables declined
1.0 percent while production of nondurables
edged up. Mining output declined 2.1 percent
and is now 9.3 percent below its level a year
earlier, mainly reflecting the plunge in oil and gas
well drilling. May output at utilities rose 0.3
percent after a similar rise in April, but was only
0.7 percent higher than it was a year earlier.
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Statements to Congress

Statement by Manuel H. Johnson, Member,
Board of Governors of the Federal Reserve Sys-
tem, before the Subcommittee on Financial In-
stitutions Supervision, Regulation and Insurance
of the Committee on Banking, Finance and Ur-
ban Affairs, U.S. House of Representatives,
June 4, 1986.

I appreciate the opportunity to appear before the
subcommittee today on behalf of the Federal
Reserve Board to discuss H.R. 3567, the Deposi-
tory Institutions Examination Improvement Act,
and H.R. 2282, the Truth in Savings Act. I will
begin by offering the Board’s evaluation of H.R.
3567 and then turn to H.R. 2282, The Board’s
responses to the questions posed in Chairman St
Germain’s letter of May 27, 1986, are appended
to this testimony.!

The purpose of the proposed legislation is to
improve the quality of depository institutions
supervision by assuring that the federal supervi-
sory agencies provide adequate compensation
and benefits to attract and retain competent
personnel, by improving the efficiency of exam-
iner training programs, and by providing for the
certification of state supervisory agencies. We
are in agreement with the basic objectives of the
proposed legisiation, and have taken steps to
achieve many of them. We do have reservations
concerning the arrangements that the bill would
establish to accomplish certain of the objectives,
however, and 1 will discuss them as 1 proceed.

With respect to the major provisions of the bill
that would exempt the supervisory agencies from
federal civil service laws and the federal budget-
ary process, we would point out that the Federal
Reserve is already exempt from these constraints
under specific provisions of the Federal Reserve
Act. Accordingly, the Board believes that the
Federal Reserve should be excluded from this

1. The attachments to this statement are available on
request from Publications Services, Board of Governors of
the Federal Reserve System, Washington, D.C. 20551.

portion of the bill. At the same time, the Board
supports the legislation insofar as it applies to the
other supervisory agencies. The legislation will
provide them with the flexibility necessary to
establish their own employee compensation pro-
grams and budgets and thereby enable them to
maintain a qualified examination and supervisory
staff.

The proposed legislation would also require
that the Examination Council conduct regional
studies of private sector pay scales and employee
benefits for jobs comparable to those of federal
examiners. The council would report the results
of these studies to the federal regulatory agen-
cies, which would be required to take them into
account in setting pay scales for their personnel.

Under existing practice, the Federal Reserve
Banks, which employ substantially all of the
System’s examiners, set their salary levels com-
mensurate with those being offered by banks and
other financial institutions in their local areas. In
determining what the local salary levels are, the
Federal Reserve Banks conduct surveys that are
essentially the same as those envisioned for the
council. The Federal Reserve would be prepared
to share with the council the information that the
Reserve Banks gather. Our survey experience,
we would point out, is that, while the federal pay
scale is below going compensation levels in cer-
tain sections of the country, it is significantly
above local levels in other sections.

As important as the issue of examiner compen-
sation is, it cannot be considered without regard
for the continuing need to control costs govern-
mentwide and to achieve budgetary savings con-
sistent with the Gramm-Rudman-Hollings legis-
lation. Although the Federal Reserve System is
not covered by Gramm-Rudman, Chairman
Voicker has stated the Federal Reserve System’s
intention to comply voluntarily with the spirit of
that legislation. Accordingly, the Board’s 1986
budget was revised to meet the 4.3 percent
reduction mandated by Gramm-Rudman for oth-
er government agencies, and comparable reduc-
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tions were made by the Reserve Banks. Despite
this commitment to budgetary restraint, the Fed-
eral Reserve is increasing the number of its
onsite examinations and hiring additional exam-
iners to help conduct them. These measures are,
in our opinion, necessary to meet growing super-
visory concerns regarding banks and bank hold-
ing companies that are under the Federal Re-
serve's regulatory authority. Because of these
concerns with supervision, we support the bill’s
objective to provide the other supervisory agen-
cies with adequate budgetary flexibility to meet
increased requirements for bank supervision.

It is, of course, particularly difficult to
strengthen our supervisory function at a time
when our overall budget is being reduced. Of
necessity, we have expanded the supervisory
function less than we had planned and, to meet
the added expenses of the expansion that has
been accomplished, have had to make cuts in
other areas of our budget. Thus, if the Congress
were to provide the other agencies with flexible
compensation and budgetary authority, we
would take guidance from this action in setting
our own salary and budgetary policies.

The proposed legislation would also provide
for the development of a proposal to consolidate
all training programs for federal agency examin-
ers under the Examination Council and would
require that the council study the feasibility of
establishing a graduate education program for
examiners. As I understand it, the council has
the concept of a graduate education program
under study and is not, under its current author-
ity, restricted from offering such a program. With
respect to consolidating all other examiner train-
ing in the council, we believe that besides the
present schools the council conducts for all the
agencies, serious consideration should be given
to having the council assume responsibility for
conducting certain ‘‘core’’ courses for examin-
ers. We would stop short, however, of having the
council assume all educational responsibilities
for the agencies. Each agency has unique activi-
ties and responsibilities that require specialized
training for its examiners—for example, in the
area of bank holding company inspections and
Edge Act corporation examinations. Thus, it is
essential that the agencies retain the flexibility to
offer their own courses to meet their special
training needs.

The proposed legislation would also direct the
council to establish standards for judging the
adequacy of state supervisory agencies and to
conduct reviews of individual state supervisory
departments to determine whether federal agen-
cies should rely on their examinations. It seems
more appropriate to have the federal supervisory
agencies ultimately charged with the responsibil-
ity for ensuring the safety and soundness of state
institutions assigned the requisite legal authority
for certifying the states. Thus, the Board cannot
support this portion of the proposed legislation
because it does not establish the necessary inter-
relationship of authority and responsibility.

1 would point out that the federal agencies that
have statutory supervisory responsibility over
state-chartered institutions already have in place
programs to coordinate their supervisory efforts
with state authorities. The Federal Reserve, for
example, has voluntary arrangements with sev-
eral qualified states to conduct alternate exami-
nations on an annual or more frequent basis.
Furthermore, we have recently undertaken to
expand its use of examination reports prepared
by state examiners.

I might add that the Federal Reserve System
has also taken steps to help supplement the
training programs for state examiners. The
Board has authorized scholarship funds for the
Education Foundation of State Bank Supervisors
and instructed the Reserve Banks to provide
financial assistance directly to state bank exam-
iners who attend Federal Reserve training
schools.

In summary, we support the main thrust of the
bill to provide, when needed, adequate compen-
sation and budgetary flexibility—authority that
the Federal Reserve already has—to assure a
continued high priority for adequate supervision
of the nation’s depository institutions. We also
see that certain benefits are to be gained from
further coordinating the examiner training pro-
grams of the agencies. We do not, however,
believe that it is appropriate to vest in the council
the responsibility for certifying the acceptability
of a state’s examination reports for use by the
federal supervisory agencies.

I would now like to direct the balance of my
comments to the provisions of H.R. 2282,

H.R. 2282 would address deposit account ad-
vertising and disclosures by establishing uniform
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requirements applicable to all depository institu-
tions. The bill calls for advertisements regarding
interest rates to state an annual percentage yield
and an annual rate of simple interest as well as
other factors. With respect to disclosures, depos-
itory institutions would be required to provide
schedules of fees and charges for all existing
accounts and before any changes in the sched-
ules. Rule-writing authority to implement these
requirements for all institutions is given to the
Board of Governors of the Federal Reserve
System.

Since 1969, the Board has had comprehensive
regulations on advertising in Regulation Q. In
January 1986, the Board proposed a series of
amendments to update, clarify, and simplify its
current advertising requirements. This proposal
addresses many of the same advertising issues
covered by H.R. 2282, such as requiring an
annual percentage yield and a statement con-
cerning service charges in advertisements. At the
same time the Board directed its staff to explore
the need for action on disclosure of detailed
account information to bank customers. The
Board also supports providing bank customers
with clear and complete information when they
open their accounts and is planning a policy
statement encouraging disclosures by member
banks.

In considering this policy statement, the Board
has taken into account the fact that the level of
information provided to bank customers has
been high. Over the past two years, only approx-
imately 4 percent of the total complaints received
by the Board on member banks pertained to
advertising and disclosure issues similar to these
contained in the bill. Moreover, a January 1986
Survey of Consumer Attitudes conducted for the
Board by the University of Michigan indicated
that 94 percent of current deposit account own-
ers felt that they had received the information
that they needed to know about the terms and
conditions of their accounts. Eighty-two percent
of the families who opened a checking account
and 73 percent of those who opened a savings
account in the past two years reported that they
had received a written explanation of the terms
and conditions of their new account. Although
the survey did not provide information on the
nature of the disclosures made in written form, it
did indicate that a significant majority of con-

sumers are receiving what they believe to be
adequate disclosures on their accounts in written
or oral form.

While H.R. 2282 would have the advantage of
extending uniform advertising and disclosure re-
quirements to all depository institutions, includ-
ing member and nonmember banks, thrift institu-
tions, and credit unions, it may unduly limit
flexibility. In particular, by attempting to estab-
lish uniform requirements applicable to all ac-
counts, H.R. 2282 does not allow sufficient lati-
tude to tailor advertising and disclosure
requirements to individual account characteris-
tics and individual customers’ use of accounts.
For example, H.R. 2282 requires advertisements
regarding the rate of interest payable on an
account to state the annual percentage yield
(APY) and the annual rate of simple interest.
Similarly in its January proposal, the Board
included three alternatives for advertising inter-
est on deposits: simple interest, or an APY, or
both. While the Board’s Consumer Advisory
Council supports requiring both the APY and the
simple interest rate, public commenters were
divided as to which alternative was most appro-
priate. Given this difference of opinion, flexibili-
ty may be required in determining if the same
requirements should apply to all.

Other provisions of H.R. 2282 may also ham-
per regulatory flexibility in establishing clear and
simple advertising requirements. It may be un-
necessary to require advertisements containing
annual percentage yields to refer to the method
of compounding or to require advertisements to
state the method of paying interest. Similarly,
the statement concerning account charges re-
quired by H.R. 2282 refers to elements that are
characteristic of transaction accounts, such as
transaction fees, and elements of time deposits,
such as early withdrawal penalties, and might be
simplified to avoid confusing bank customers as
to the charges applicable to their account.

With respect to disclosures, H.R. 2282 could
be read to require depository institutions to
provide customers with schedules of fees and
charges applicable to all accounts and services
and a description of all changes in the previous
schedules when account terms are changed, even
though such schedules may not be applicable to
the customer’s account. To avoid confusion,
disclosure requirements should be limited to
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changes in information relevant to a customer’s
deposit relationship with the institution.

Allow me, at this point, to reiterate our basic
position. The Board supports clear advertising
and full disclosure by depository institutions, has
proposed for comment amendments to update
and clarify its advertising rules, and is working
toward a policy statement that will address dis-
closures by member banks. Since both of these
efforts would be limited to member banks, the
Board is consulting with the other regulatory
agencies in an effort to obtain a uniform applica-

tion of these concepts to all depository institu-
tions. While we are not seeking legislation, if the
Congress believes that legislation is necessary to
achieve uniformity among the agencies, the
Board believes that the legislation should pro-
vide a more flexible statutory mandate. This
flexibility would permit the Board to structure
rules that would enhance customer benefits as
new types of deposits evolve while minimizing
customer confusion and the burden on deposi-
tory institutions, O

Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Subcommittee on Domestic Monetary
Policy of the Committee on Banking, Finance
and Urban Affairs, U.S. House of Representa-
tives, June 5, 1986.

I appreciate this opportunity to discuss and re-
view the Federal Reserve System’s expenses and
budget with this subcommittee. In view of my
testimony in late January on the broader issues
of Federal Reserve budgetary independence, 1
will concentrate today on the record of our
expense and budget performance over time and
prospects for 1986. I will also present the
Board’s views on H.R. 2204,

The committee has been given copies of our
new publication entitled Annual Report: Budget
Review. 1t brings together in one place detailed
information about our spending plans for 1986
and comparisons with expenditures in 1984 and
1985. We are now in the process of reviewing the
format of that document for 1987 and would
welcome any comments and suggestions you
may have to make next year’s edition even more
useful. We have also supplied the committee
with answers to specific questions raised in
Chairman Fauntroy’s letter, other information
requested by your staff, and copies of our Plan-
ning and Control System (PACS) reports, which
detail expenditures, employment, and productiv-
ity, service by service and unit by unit.

In my January testimony I summarized the
planning, budget, and control processes that we
have established for both the Reserve Banks and
the Board of Governors. Additional detail is

presented in the Budget Review, and | would be
happy to answer any questions that you may
have about the process.

I believe the process is thorough and effective,
supported by strong management and staffs.
Within the Reserve Banks, experienced and
widely respected directors, drawn from business
and various professions, are an integral part of
the process. Many of those directors are respon-
sible in their private capacities for managing
large organizations and staffs. Their input to
management of the Reserve Banks—I] think
unique for a public body—is truly one of the
strengths of the System. I am delighted to have
with me today Chairmen Rogers and Weitnauer
of the Federal Reserve Banks of Atlanta and
Dallas respectively, and who, 1 am sure, would
be happy to respond to any questions you would
like to direct to them.

As another matter of general background, Re-
serve Banks’ budgets are in large part subject to
the competitive discipline of the marketplace.
Specifically, about 40 percent of Reserve Bank
expenses arises from services provided to depos-
itory institutions for which, by law, we charge
fees adequate to cover costs and imputed taxes
and profits; in fact, fees collected for these
services amount to some 50 percent of all our
spending. These services, to a great extent, are
actually and potentially available elsewhere, so
there is a strong and direct incentive to maintain
efficiency. Indeed, in some respects the Federal
Reserve is at a competitive disadvantage because
of our commitment to provide our basic services
to all depository institutions that request them on
a nondiscriminatory basis. In other words, we
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neither price on the basis of what the market can
bear nor limit our provisions of particular ser-
vices to ‘‘profitable,” high-volume areas.

A 10-YEAR OVERVIEW

The effectiveness of our budget process must be
measured by its results. As I indicated in my
January testimony, in the 10-year period from
1976 to 1986 Federal Reserve spending has in-
creased at an average annual rate of about 0.8
percent in constant dollars or 6.8 percent in
nominal terms. During that period, as you know,
System operations, and therefore expenses,
were heavily impacted by the Monetary Control
Act (MCA), which extended reserve require-
ments to all nonmember banks and thrift institu-
tions, requiring us to create and maintain new
data collection and account maintenance sys-
tems, and extended access to our services to all
depository institutions. In 1980, for instance,
only 5,400 member banks were subject to reserve
requirements; today some 17,250 banks and
thrift institutions have such requirements.

If the 10-year period is divided into roughly
three equal parts—pre-MCA, a transition period
for implementation, and post-MCA—perfor-
mance stands out even more clearly:

1. Pre-MCA, from 1976 to 1979, nominal ex-
penses increased at an annual rate of 4.7 percent,
more slowly than the consumer price index.

2. During the MCA implementation phase
from 1980 to 1982, expenses increased at an
annual rate of 11.7 percent, only 1.7 percent
faster than consumer prices despite the large
outlays involved in dealing with so many more
institutions,

3. Post-MCA, from 1983 to 1986, expenses
increased 4.7 percent on average, about 1 per-
cent faster than the consumer price index.

Total employment in the Federal Reserve Sys-
tem is budgeted at 24,886 for 1986, a decline of
1,746 or 6.6 percent from the level at the end of
1976. During that period, weighted measures of
the aggregate unit volume of services increased
41.2 percent. Clearly, productivity in the System
has increased very significantly by almost 4
percent per year.

The attached charts and tables depict changes
in real unit costs and volumes for various priced
and nonpriced services since 1977 (the first year
of entirely comparable data).! For priced ser-
vices—wire and securities transfers, check pro-
cessing, and automated clearinghouse (ACH)
transactions—the data show that during the tran-
sition period to pricing of our services, there
were sharp losses in volume, particularly in
check collection, by far the most costly service.
Because of substantial elements of fixed costs,
real expenses could not be cut at the same rate as
volume decreased; thus, real unit costs in-
creased. However, since 1983 unit costs have
again declined in almost every area, bringing real
unit costs substantially lower than in the 1970s.

Gains in productivity have also been made in
nonpriced service areas, which are comprised
principally of fiscal agency operations for other
governmental units and the provision of currency
and coin. In these services also, volumes have
increased and real unit costs have declined or
risen only slightly during the same time periods.

GRAMM-RUDMAN-HOLLINGS

Before I review the 1986 budgets for the Reserve
Banks and the Board, let me comment on our
actions in response to the Gramm-Rudman—
Hollings Act. As I indicated to the subcommittee
in January, even though the System is not cov-
ered by the act, the Board decided to reduce total
System budgeted expenses for 1986 in a manner
consistent with the spirit of the law. The Board
carefully reviewed possible approaches to com-
parability with Gramm-Rudman-Hollings re-
quirements and determined that a reduction of
$18 million in the System’s (Reserve Banks and
Board of Governors) approved 1986 budget for
nonpriced services (and for the total budget) was
appropriate. The Board also decided that the
reduction should be borne by the Reserve Banks
and the Board on the basis of both the relative
size of the budgets of each of the 13 components
of the System and the relative size of their

I. The attachments to this statement are available on
request from Publications Services, Board of Governors of
the Federal Reserve System, Washington, D.C. 20551.
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expense increases over the past three years. The
Board provided guidance on the areas in which
cuts were to be avoided if possible—including
bank supervision—and the Reserve Banks and
the Board responded with specific plans for
achieving the required reductions.

The revised budget for the Reserve Banks now
totals $1,165 million, an increase of 4.3 percent
over 1985 expenses, and a staff level of 23,381,
an increase of 1.7 percent or 397 positions over
1985 staff levels. More than half the staff increase
is due to increases in supervision and regulation.
The Board’s budget now totals $85 million, an
increase of 3.9 percent over 1985 expenses.
Board employment is budgeted at 1,505, a de-
cline of 26 or 1.7 percent from 1985.

Our revised budget for the System now totals
$1,251 million, an increase of $51 million or 4.3
percent over actual expenses for 1985.2

RESERVE BANK BUDGETS FOR 1986

The 1986 budgets for the Federal Reserve Banks
are affected by several new initiatives, which we
believe to be of high priority. These initiatives
include those shown in the accompanying table.
Excluding these initiatives and one-time costs,
adjusted Reserve Bank budgets would increase
only 2.2 percent from the 1985 expense level.

On a service line basis, the largest budget
increase is planned in Supervision and Regula-
tion in which the 1986 budget totals $166 million,
an increase of 9.0 percent over 1985 expenses.
Examination activities alone are budgeted to
increase 18 percent to provide for increasing the
frequency and scope of bank and bank holding
company examinations and for improving com-
munications with those institutions’ directors.
Most Reserve Banks began to implement the
new program in 1985, and it is expected to be
fully in place by the end of 1987,

Employment in supervision and regulation as a
whole is budgeted to increase 219, or 11.4 per-
cent; within this total we are planning to add 180
people to the expanded supervisory program.
Our total bank and bank holding company field

2. Budget data exclude expenditures for new currency
paid to the Bureau of Engraving and Printing, budgeted at
$186 million in 1986,

examination force is budgeted at 983 by year-
end. Increases in applications, offsite monitoring
and analysis of banks and bank holding compa-
nies, and monitoring of reserve accounts also
require additional supervisory personnel. As in-
dicated, this area has been one of personnel
growth, but at a far slower rate than most activity
measures.

Expenses for Services to Financial Institutions
and the Public constitute the largest portion of
Reserve Bank budgets at $764 million, nearly 66
percent of the total budget for the Reserve
Banks.? Expenses are budgeted to increase $21
million, to a level 2.8 percent higher than those in
1985.

Most of this expense category ($489 million)
relates to services offered to depository institu-
tions for which fees are collected in accordance
with the provisions of the MCA. The volume of
priced services from year to year is largely
driven by demand, and expenses are fully recov-
ered by revenue received, which is anticipated to
be $617 million in 1986. This revenue amount
provides for full recovery of actual expenses plus
imputed costs that would have actually been
incurred if a private business firm had provided
the service—Ilargely taxes and cost of capital.

Volumes are expected to increase in all major
operations while real unit costs are expected to
decline. Staff for these services is budgeted at
8,859, an increase of 105 or 1.2 percent. Those
staff increases are primarily devoted to improve-
ments to the payments mechanism, such as the
wire notification program for the return of large
dollar checks.

Expenses for Services to the U.S. Treasury
and Government Agencies total $140 million, an
increase of $9 million or 6.8 percent over 1985.4
Most of this increase is accounted for by the new
“Treasury Direct’’ system for on-line book entry
safekeeping of marketable Treasury securities

3. These services include the following: (1) check and
noncash collection, wire transfers, automated clearinghouse
transactions, book-entry securities transfers, securities safe-
keeping, and cash transportation, primarily on a priced basis;
and (2) currency and coin processing, government check
processing, loans to depository institutions, and public pro-
grams, on a nonpriced basis.

4. These services include savings bonds, sales and safe-
keeping of government securities, government account and
coupon processing, funds and ACH transfers, and processing
of checks.
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Initiative

Stépervision and regulation o
Efforts to increase frequency and scope of examinations
of state member banks and inspections

of bank holding companies ...................... ...,

Treasury direct access book-entry

On-line book-entry system for safekeeping of marketable Treasury securities
for individuals and small investors..............................

Notification of large dollar return items
Implementation of a program on large dollar return item notification
consistent with legislative proposals to improve

funds availability to consumers. ............................ ...

Small and disadvantaged businesses
Implementation of procedures for acquiring goods and services

from small and disadvantaged businesses........................

Building moves . ] ) ]
One-time expenses relating to current year costs incurred in moving

into three new branch buildings and renovating one head-office building . . .....................

Budget expense | Additional staff
........................... $8.2 million 180
........................... $5.4 million 111
........................... $4.0 million 118
........................... $1.2 million 16
$5.1 million

for individual investors. Reserve Banks expect
to add about 111 additional people to run ‘‘Trea-
sury Direct.”’ At the same time, the Treasury will
be able to reduce its staff by approximately 400
as a result of the transfer of this function to the
System, resulting in considerable overall cost
savings to the government.

In the past a sizable proportion of the costs
from the services provided to the Treasury and
other government agencies has been reimbursed
by those agencies. We had anticipated receiving
$107 million in reimbursements from the U.S.
Treasury and other government agencies at the
time the Reserve Bank budgets were approved.
We have been informed by the Treasury, howev-
er, that its reimbursement to us this year could
be considerably less—perhaps only 30 percent of
the amount budgeted. This matter is obviously
one of concern to us, and we believe that it is
inconsistent with appropriate budgetary policies
especially when we are acting, at their request,
as fiscal agent. Other agencies for which we
provide fiscal services reimburse our full costs.

The Monetary and Economic Policy service
line budget totais $96 million, an increase of $5
million or 5.4 percent over 1985, with no changes
in employment. The increase in expenses reflects
primarily growth in salaries and benefits as well
as the design and development of new computer
programs for banking statistics to provide for
uniform systems for the entire System and to
enhance our capacity to process and analyze
financial data from depository institutions.

Besides analyzing the budgets of the Reserve

Banks by service lines, we also look at individual
objects of expense. Of the 1986 budget increase
of $48 million, personnel expenses are expected
to increase $29 million or 4.2 percent, including
provisions for staff growth of about 397 persons
as previously noted. Because personnel ex-
penses account for about 60 percent of Reserve
Bank expenses, human resources receive consid-
erable attention in the System. We pride our-
selves on our ability to attract and retain high-
caliber employees. At the Reserve Banks our
salary policies are based on those prevalent in
the area in which each office is located. Market
salary surveys are conducted annually to help
establish salary ranges.

According to our internal studies, the practice
of using local salary surveys resulted in annual
1984 savings to the Federal Reserve System of
$28.5 million in salary costs relative to costs that
would have been incurred if the Reserve Bank
employees had been paid under the federal gov-
ernment’s pay schedules. In some areas, includ-
ing bank examination and data processing, it is,
of course, particularly important that we main-
tain reasonably competitive salary levels, and
that requires special attention.

Equipment costs account for 13 percent of the
total budget and are budgeted at $160 million, an
increase of 9.4 percent. Several automation ef-
forts significantly affect equipment expense
growth. The System’s long-range automation
strategy commits us to standardize automation
and communication capabilities and software ap-
plications across all Reserve Banks and the
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Board. That standardization costs money now,
but we expect both savings and better ‘‘back up”’
capability in the future.

The System’s plans also include upgrading and
replacing obsolete check equipment to provide
better service and continuing impiementation of
enhanced office automation systems and thus to
achieve greater productivity. We plan to pur-
chase additional personal computers used in our
communications network with financial institu-
tions to expand the number of depository institu-
tions that have electronic access to the Federal
Reserve’s financial services.

Equipment expenses primarily reflect rental,
repairs and maintenance, and depreciation. The
depreciation expenses (375 million) reflect the
current-year effect of both current and prior year
capital outlays in accordance with GAAP ac-
counting. Total capital outlays of $124 million for
equipment are anticipated in 1986, with about 75
percent accounted for by data processing and
data communications equipment. These outlays
are accounted for directly in a capital budget.

1 might add that, as part of our planning
process, the Reserve Banks develop long-range
automation and communication plans that cover
virtually all acquisitions of data processing and
data communications equipment over a five-year
planning period, with specific cost projections
over three years. Reserve Bank policies require
that competitive bidding practices be followed
and that careful lease-versus-buy analyses be
performed.

Current building expenses are another large
component of Reserve Bank budgets, These ex-

penses are expected to increase 7.4 percent to
$99 million in 1986, reflecting increases in local
tax rates and assessments, utility rates and us-
age, renovations and refurbishments, and rental
costs in some Districts.

New buildings are expected to be completed
this year in Jacksonville, Omaha, and Los Ange-
les. One-time costs of moving into new buildings
are treated as current expenses, and are expect-
ed to total $5.4 million in 1986. The building
being replaced in Omaha was occupied in 1925,
while the Los Angeles building was constructed
in 1928, and the Jacksonville building in 1952.
Rapid growth in operational volumes has result-
ed in insufficient space in the present buildings,
and needs for modernization have also contribut-
ed to the need for new facilities. In each case a
thorough analysis was made to explore the justi-
fication for, and all alternatives to, a new build-
ing project. This analysis included costs of the
proposed building project, projections of volume
growth, the impact on operating efficiency, and
the alternative possibilities of renovation of old
buildings or lease.

BOARD BUDGET

The budget and personnel of the Board of Gover-
nors in Washington is a relatively small part of
total System expense, amounting to about 6.8
percent of the whole.

The Board’s 1986 budget is affected by three
major factors as shown in the accompanying
table.

Factor 1986 1986
budget positions
1. Program improvement project (PIP)
Self-initiated staff reduction project designed to enhance productivity and
eliminate lower-priority work; reduction of 9 positions in 1984, 91 in 1985,
and 51 in 1986 (151 posmons) expected to yield $4.5
million in full-year savings in 1987. .. .. ... . e ($1.3 miltion) (51
savings savings
2. Supervision and regulation
Increase in staff, consistent with a Systemwnde effort, to enhance supervision
of state mcmber banks and bank holding companies.......... ... ... ... e $.9 million 29
3. Automation
Provides for operating expense, including depreciation, for a new computer
that is expected to meet a usage demand increase of 80 percent
over three years and office automation equipment to improve .
SEAfT ProdUCHIVILY .o s $1.1 million 0
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In 1984 the Board of Governors undertook, at
its own initiative, a project to reduce or eliminate
lower priority programs to increase the overall
efficiency of our operations. The PIP program
reduces staffing by 151 or 9.2 percent over a two-
year period. A variety of personnel programs
were used in an effort to minimize the impact of
the program—early retirement, internal training
and reassignment, and outplacement. Some per-
sonnel savings will be offset by a decision to add
29 positions to the supervision and regulation
function.

Expenses in the Board’s largest functional
area, Monetary and Economic Policy, are bud-
geted to increase only 2.2 percent to $46 million
in 1986. The increase provides additional auto-
mation resources necessary to improve handling
of the large volume of data required in analyzing
and implementing monetary and economic
trends.

The Supervision and Regulation function is
expected to grow 5.2 percent to $20 million in
1986. The increase in the supervision area, which
supports expanded and more frequent examina-
tions, is held down by the slower rate of growth
in the area of consumer affairs supervision and
regulation.

The Board’s budget for personnel services
totals $60 million, an increase of $1 million or 2.1
percent from 1985. This increase is significantly
smaller than those registered in recent years
because of the deferral of a general pay increase,
savings from the PIP project, and continued
efforts to reduce costs of fringe benefits.

In general, the Board of Governors has fol-
lowed federal pay scales in compensating its
staff. As a result, salary relationships are serious-
ly distorted, with salary distinctions among our
top-level people entirely insufficient to reflect
differences in levels of responsibilities. Adverse
effects on the Board’s ability to attract and retain
the high caliber young professionals we need are
becoming clearer. Naturally, in the light of our
responsibilities this matter is a serious one.

The Board’s operating budget for nonperson-
nel services in 1986 totals $25 million, an in-
crease of $3 million or 14.8 percent. The largest
factor in this rise is equipment costs (including
depreciation because of the addition of office
automation equipment), a new computer, and a
backup data processing system.

MISCELLANEOQUS TOPICS

You have asked that 1 specifically address cer-
tain other topics. One of these topics is the cost
of the several advisory councils to the Federal
Reserve. The aggregate cost of the advisory
councils to the Federal Reserve Banks, including
those established for small business and agricul-
ture, was about $92,000 in 1985. These councils
are comprised of some 250 representatives of
nonmember banks and thrift institutions, small
businesses, and agriculture. Our expenditures
represent travel reimbursements and meals at
council meetings. There are also three advisory
councils to the Board of Governors: (1) the
Federal Advisory Council; (2) the Consumer
Advisory Council, created by statute; and (3) the
Thrift Institutions Advisory Council, created by
the Board when the MCA was enacted. In 1985,
the cost of these three councils was $164,000,
representing travel, lodging, meals, and compen-
sation,

We believe the cost to us of having the Adviso-
ry Councils is minor compared with the benefits
we and the council members derive from the
exchange of information and views between the
private sector representatives and System offi-
cials. We believe that this interaction has been
very beneficial to the System in its ongoing
operations and has provided additional insights
into conditions in the economies in which we
operate.

In the case of cafeteria subsidies, Reserve
Banks are authorized to absorb up to two-thirds
of the costs of employees’ food, equipment, and
miscellaneous operating expenditures. As a mat-
ter of practice, no Reserve Bank provides a
subsidy of this magnitude. On average the subsi-
dy is about 55 percent and has been declining in
recent years.

The Federal Reserve Board spends around
$1.2 million annually for printing of publications
for distribution to the public. Most of this cost is
offset by receipts of about $1.1 million, primarily
from subscriptions to the Federal Reserve Regu-
latory Service. At the Federal Reserve Banks
about $4 million is spent for publications, with
roughly $150,000 offset by receipts. The policy of
the Federal Reserve has been to provide to the
public at minimal or no charge publications that
improve public understanding of the monetary



540 Federal Reserve Bulletin [J August 1986

policy process and the central bank. We are,
however, looking at our publications’ policy
throughout the System to identify areas in which
additional cost recovery may be appropriate.

The cost of acquiring currency has increased
in recent years. Essentially, the Board must
incur these expenses to provide the public with
sufficient currency to meet its demands. The
actual cost of printing the currency is controlied
by the Bureau of Engraving and Printing. Never-
theless, the Board, to the extent possible, en-
deavors to control these expenditures through
continuing contact and consultation with the
Bureau to encourage the use of the lowest-cost
methods consistent with quality. The Board also
monitors the currency-processing operations at
the Reserve Banks to ensure that the amounts of
currency destroyed are the minimum necessary
to meet System guidelines on the quality of
currency. In this way the Board minimizes the
number of new notes ordered each year and the
cost of printing new currency.

H.R. 2204

1 would also like to express today the Board’s
support for H.R. 2204, which would increase the
number of Class C directors of the Federal
Reserve Banks from three to five.

The Federal Reserve System derives signifi-
cant benefits from the participation of directors
drawn from each District. The System receives
from the directors of Federal Reserve Banks and
branches the benefit of their close contact with
emerging economic developments and opinion
throughout the nation as well as leadership and
management skills in directing the operations of
the Reserve Banks that would not otherwise be
available at any price.

Under the Federal Reserve Act, the nine direc-
tors of each Reserve Bank are divided into three
classes of three directors each, designated as
Classes A, B, and C. The Class A and B directors
are elected by the member banks of the District;
the Class C directors are appointed by the Board
of Governors. The act specifies that all directors
shall be chosen without discrimination on the
basis of race, creed, color, sex, or national
origin.

Class A directors are representative of the
member banks, and in practice have always been
officers or directors of such banks or of their
holding companies. Class B and C directors are
to be selected to represent the public, with due
but not exclusive consideration to the interests of
agriculture, commerce, industry, services, labor,
and consumers.

In appointing Class C directors, the Board
seeks individuals from diversified backgrounds
so that a variety of viewpoints may be brought to
bear upon decisions relating to both the adminis-
tration of the Reserve Banks and to decisions
and advice with respect to monetary and other
policies. By increasing the number of Class C
directors from three to five, H.R. 2204 would
broaden further the opportunity for diversity
among the directors appointed by the Board of
Governors.

Passage of H.R. 2204 would also address an
issue raised by the changed relationship of the
Federal Reserve to nonmember banks and thrift
institutions as a resuit of the Monetary Control
Act. As I mentioned before, the Monetary Con-
trol Act applied reserve requirements to all de-
pository institutions over a certain size and made
access to the Federal Reserve discount window
and payments services available to these institu-
tions as well. The System has taken a number of
steps to ensure more effective mutual communi-
cation with nonmember banks and thrift institu-
tions, including the appointment of thrift indus-
try representatives to the boards of 19 of our 25
Reserve Bank branches. Nevertheless, among
the types of depository institutions subject to
reserve requirements and with access to the
discount window and payments services, at pres-
ent only member banks are assured of represen-
tation on the Boards of Directors of the Reserve
Banks. The Board therefore supports inclusion
by H.R. 2204 of nonmember depository institu-
tions specifically among the various groups that
should be considered in choosing Class C direc-
tors.

I might add that the Board would undertake
normally to provide that one Class C director at
each Federal Reserve Bank would be drawn
from nonmember banks or the thrift industry,
with some diversity across the System of individ-
uals with nonmember bank, savings and loan,
savings bank, and credit union backgrounds. We
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would also continue to encourage the service of
those individuals on branch boards.

In summary, the Board believes that providing
an opportunity for nonmember banks and thrift
institutions to participate in the deliberations of
the Reserve Bank Boards of Directors as provid-
ed by H.R. 2204, would be beneficial. At the
same time, the larger number of Class C direc-
tors, from a greater variety of backgrounds,
would permit the Board added flexibility in the
selection process to assure that our Reserve
Bank directors adequately reflect the diversity of
the American economy and society.

CONCLUSION

The focus of my testimony today has been pri-
marily on the 1986 budget. 1 hope that this
testimony and the additional materials submitted
in advance of the hearing have been helpful in
enabling the subcommittee to review the Federal
Reserve’s expenditures and budgetary process-
es. In closing, 1 would like to reemphasize that
the Board believes the Federal Reserve’s budget
processes have worked well in controlling ex-
penses. 1 would weicome any comments you
may have on our presentation of budget informa-
tion and 1 am prepared to address any questions
you may have on either our budget or H.R.
2204. O

Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Subcommittee on Commerce, Con-
sumer, and Monetary Affairs of the Committee
on Government Operations, U.S. House of Rep-
resentatives, June 11, 1986.

I appreciate the effort of this subcommittee to
undertake a full review of the basic approach
toward banking and bank holding company legis-
lation and regulation. This is a large subject,
filled with controversy in its particulars and with
new questions arising about the philosophical
underpinnings. Besides the Bank Holding Com-
pany Act itself, the issues are relevant to the
Savings and Loan Holding Company Act and to
the Glass-Steagall Act. This statement, supple-
mented with detailed appendixes, is an attempt
to place the issues in a broad perspective, with
full treatment of the underlying public policy
issues.! I hope you find it useful.

I have repeatedly expressed my conviction
that the Congress should move with a sense of
urgency to reform the existing statutes governing
banking organizations. The public is entitled to
the assurance that the powerful forces of change
at work today in the financial services market-
place are channeled in a manner consistent with
the broad public interest—the need to maintain a

1. The attachments to this statement are available on
request from Publications Services, Board of Governors of
the Federal Reserve System, Washington, D.C. 20551.

safe and sound financial system, to assure equi-
table and competitive access to financial services
and credit by consumers and businesses large as
well as small, to maintain an efficient and safe
domestic and international payments system,
and to preserve an effective mechanism for trans-
mitting the influence of monetary, credit, and
other policies to the economy.

The simple fact is that such assurance is lack-
ing today. The Congress has been debating the
issues for several years, but every attempt to
address them has been stymied because, at least
in part, of the efforts to block legislative change
by those who perceive a strong particular inter-
est in one part or another of the status quo or in
exploiting an existing loophole. However, our
concern has to be about the coherence and
wisdom of the whole. And changes in the finan-
cial system will not wait on legislation. The
system is changing—haphazardly and without
direction—in response to a variety of economic
and other forces. What is clearly lacking is
congressional guidance to assure that the impor-
tant public policy concerns are dealt with in a
constructive manner.

Before turning to a review of the fundamental
financial industry policy issues, I want to stress
that there is, in my view, an opportunity for
congressional action this year in important areas.
Comprehensive banking legislation, including
provisions to close unintended and unwise loop-
holes in banking and thrift holding company
statutes and to provide certain new products and
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services for bank holding companies, has been
thoroughly debated, reviewed, and analyzed
over a number of years and is long overdue. The
recently introduced emergency acquisition legis-
lation for institutions in danger of failing is ur-
gently needed and currently being debated. It
should be ready for action shortly, as is the case
with legislation to strengthen the Federal Savings
and Loan Insurance Corporation (FSLIC).

I sense a theme in these hearings of frustration
at the lack of congressional action, which I
clearly share. There is danger that this frustra-
tion would drive the legislative process to accept
a direction of change that would not be construc-
tive, but would instead further undermine some
basic principles that have stood the test of time.

For instance, one reaction to the legislative
gridlock is to suggest that it is appropriate and
even desirable that the evident anomalies of the
nonbank bank loophole should be resolved by
allowing any kind of business to own banks,
rationalized as a service to consumers and a
source of funds to capital-starved institutions.
We find that some commercial banks are willing
to tolerate and even encourage use of the non-
bank bank loophole for their own purposes,
particularly to achieve interstate entry. At the
same time, those banks, quite unrealistically and
dangerously from my perspective, may feel that
the Congress, overwhelmed by loophole exploi-
tation, will, in the end, and for that reason alone,
lower the legal barriers-on entry of bank holding
companies into nonbanking activity. But instead,
that course would be a process of legislation by
loophole exploitation, with a strong possibility
that the issue of new products and services for
existing bank holding companies will be by-
passed indefinitely, with the result of weakening
the banking system.

That would be a most unfortunate result, aban-
doning useful principles that have worked well to
strike out on a course that has clearly foreseeable
pitfalls. We should not be beguiled by claims of
what has been termed by some as a ‘‘Brave New
World”’ for banking without examining just what
we would be getting into. That was precisely the
warning delivered by Aldous Huxley’s famous
fable about the future.

As regulators and legislators, our task is to
respond to real needs in the marketplace, while
assuring that the system remains sensitive to

abiding and valid concerns of the public interest.
There is still time, but not much time. But I
cannot emphasize too strongly that left unattend-
ed the process of change now under way is not
adequately addressing these concerns.

Basic principles of public policy are being
bypassed or ignored as market pressures and
competitive instincts play against a legal and
regulatory structure that has been undermined
by officially sanctioned conduct designed to
evade its basic tenets. The longer we postpone
difficult decisions about the direction in which
change should be encouraged or discouraged by
public policy, the more difficult those decisions
will ultimately become, and the greater the risk
that continuing policy concerns—including the
safety and soundness of the banking system—
will be eroded.

In reviewing these matters with you today, 1
would like to focus on underlying strengths as
well as weaknesses of the present system, the
problems for the future, and the fundamental
policy considerations that should be our beacons
as we navigate through uncharted, and possibly
stormy seas. I will stress the reasons why I feel it
continues to make good sense to maintain a basic
separation between banking and commerce,
even though the line of separation is inevitably
fuzzy at the edges. Finally, 1 would like to
broadly describe the changes that we would like
to see made to maintain a stable and efficient
banking industry, able to compete effectively and
respond to the needs of a rapidly changing econ-
omy. It is important, as we look at the future of
banking, that we approach the problems with
care, both preserving what is essential, while
making changes where change is necessary.

THE ROLE OF BANKS AND THE IMPORTANCE
OF THE BANKING STRUCTURE

At the outset, I referred to some general criteria
that should guide the process of change. I would
like to be more specific about certain basic points
against which proposals for changes in the de-
pository institution holding company acts should
be tested: (1) the unique role of banks in the
economy; (2) the related needs for federal sur-
veillance and federal support, given the key role
of banks; and (3) the linking of the parts of a bank
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holding company organization into an integral
whole.

Commercial banks, and increasingly thrift in-
stitutions as they have gained banking powers,
are operators of the payments system, custodi-
ans for the bulk of the liquid savings in the
economy, still by far the most important suppli-
ers of credit, and the link between monetary
policy and the economy. All of these functions
are imbued with a public interest, and, in combi-
nation, account for the explicit public concern
over the years with the strength and stability of
depository institutions.

The nation’s payments systems—the clearing
of checks, wire transfers, automated payment
arrangements, and securities clearances—collec-
tively process more than a trillion dollars in
transactions each day. The orderly, quick, and
assured operation of that system is essential to
the efficient operation of markets and the econo-
my as a whole.

Because these systems have operated without
really significant disruption for almost as long as
we can now remember, we have come to take
their effectiveness for granted. Certainly, a high
degree of automation has made the system more
efficient. But it is also true that there are inherent
risks in operating the system, and the speed and
volume of payments increase those risks. That is
why as supervisor, regulator, and participant in
the system, the federal government has to be
concerned about who operates this system, the
terms of access to it, and the kinds of risks being
undertaken. The consequences of breakdown
and collective miscalculation are serious.

These concerns derive in substantial part di-
rectly from the fact that the individual compo-
nents of the banking and payments system are
closely linked and, to a large extent, mutually
dependent. A sudden failure of one institution,
particularly of substantial size, can interrupt a
long chain of payments and dramatically and
unexpectedly affect other unrelated institutions,
some of whom may not even have a business
relationship with the institution in difficulty and
have themselves been well managed and sound.
While secondary and tertiary effects are, of
course, present in some degree in the failure of
any business firm, the effects are never so poten-
tially contagious or so disruptive as when the
stability of the banking system or the payments

mechanism is suddenly called into question.
Then, serious implications for overall output,
employment, and prices—indeed, for the entire
fabric of the economy-—are apparent.

Because of their critical role in the economy,
the deposit liabilities of banks and the stability of
depository institutions generally have long been
protected to a degree by official supervision and
regulation and by a governmental ‘‘safety net.”
Of course, the first and most important line of
defense for a safe and sound banking system
must be the interest of banking institutions them-
selves in maintaining the confidence of their
customers. But long ago, in establishing national
banks, the Federal Reserve System, the Federal
Deposit Insurance Corporation (FDIC), and the
FSLIC, the government determined that normal
market incentives and protections needed to be
supplemented by official supervision and, later,
by a support apparatus. Because of the interde-
pendence of the system, the necessity for confi-
dence, and the nature of banking liabilities, expe-
rience repeatedly showed that the market alone
could not be relied upon to assure banking stabil-
ity and the stability of the economy as a whole,
Indeed, if market discipline were to become fully
effective, the government would have to be pre-
pared to see a banking crisis spread widely
through the system. It has been a long time since
that has been the case.

The support apparatus provided the banking
system—importantly reflected in access to the
discount window at the Federal Reserve and to
deposit insurance—provides advantages in the
competition for the public’s funds. But there are
offsetting costs as well in, for instance, reserve
requirements, insurance premiums, and compli-
ance with regulatory standards. Achieving a bal-
ance between those costs and benefits is one of
the continuing challenges of public policy.

More broadly, the protection provided by de-
posit insurance and the discount window lessens
the discipline of the marketplace, potentially
changing attitudes and behavior over time with
respect to risk-taking. Consequently, the logical
extension of the public concern with the stability
of the banking system is a continuing interest in
limiting certain risks and in increasing the level
of supervision. There are a number of restric-
tions on how banks (or thrift institutions) and
their holding companies can do business. The
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operations and assets of banking institutions are
also examined periodically as part of a continu-
ing supervisory process. Concern about the ac-
tivities of a bank holding company as a whole
flows from the earlier points.

In the nature of things, parts of an organization
under common management and in public per-
ception related to each other, will, to a consider-
able degree, be affected by the fortunes of other
important parts of the same organization. Conse-
quently, concern about the activities undertaken
within a bank holding company is a natural and
legitimate extension of interest in the safety and
soundness of the bank itself. The nonbanking
activities need not be frozen in a fixed historical
pattern. They may not require the same intensity
or degree of supervision as a bank, and they may
be regulated differently. But experience and logic
alike strongly point to the need for surveillance
and limitations on the range of activities of the
entire organization.

IMPLICATIONS FOR DEPOSITORY
INSTITUTIONS HOLDING COMPANY ACTS

The concerns outlined above about the role of
banks in the economy are widely acknowledged.
Some have, however, come to challenge the
proposition that the presence of a supervised,
regulated, and protected bank within a larger
business structure requires a degree of surveil-
lance of the larger organization and concerns
about the range and nature of its activities. The
argument is made that perhaps the relationship
between the bank and its affiliates can be so
closely regulated that the safety and soundness
of the bank can be insulated and other abuses
effectively forestalled. To properly evaluate this
argument, 1 believe we need to review again the
objectives that the Congress was trying to
achieve through the Bank Holding Company Act
and to see whether these same objectives, if still
valid, can, in fact, be accomplished by relying
entirely on insulating a bank from its parent and
affiliates.

The United States has had a long tradition of
legislative separation of banking and commerce.
The Congresses that enacted holding company
legislation, beginning in 1933, continuing in 1956,
and again in 1970, built on this tradition. They

were essentially concerned about potential
threats to the critical role that banks play in the
economy and to safety and soundness. In the
face of a new thrust toward linking banking with
commercial activities made possible by the bank
holding company, they foresaw the possibility
that credit would be abused for the benefit of the
owners and they were concerned about possible
discrimination in the allocation of credit to the
benefit of other parts of the holding company.

In transmitting one bank hoiding company
legislation to the Congress in 1969, the adminis-
tration articulated a related trend of continuing
concern as follows:

Legislation in this area is important because there
has been a disturbing trend in the past year toward
erosion of the traditional separation of powers be-
tween the suppliers of money~—the banks—and the
users of money—commerce and industry.

Left unchecked, the trend toward the combining of
banking and business could lead to the formation of a
relatively small number of power centers dominating
the American economy. This must not be permitted to
happen; it would be bad for banking, bad for business,
and bad for borrowers and consumers.

The strength of our economic system is rooted in
diversity and free competition; the strength of our
banking system depends largely on its independence.
Banking must not dominate commerce or be dominat-
ed by it.

In making the judgment that the health of the
banking system and the economy required the
regulation of companies that own banks and the
limiting of the range of their nonbanking activi-
ties, the Congress also rejected the alternative of
allowing the diffuse ownership relationships to
exist, but regulating them to prevent abuses. The
Congress has, in fact, provided rather explicit
direction as to how relationships between a bank
and its affiliates should be monitored and con-
trolled. But it also limited bank holding compa-
nies in 1970 to banking and managing and con-
trolling banks and to activities that are ‘‘so
closely related to banking as to be a proper
incident thereto.”” These words, as interpreted
from the start, conveyed a limited grant of au-
thority but also a somewhat unusual requirement
that these activities meet a public benefits test—
that any adverse effects be outweighed by public
benefits.

In effect, the compromise that was struck was
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to permit bank holding companies to engage in a
range of financial activities, but, even within that
framework, with strong limitations on underwrit-
ing and insurance activities. The Congress also
provided the Federal Reserve authority to super-
vise the nonbanking activities to assure manage-
rial adequacy and financial soundness.

The Board has administered its mandate by
authorizing a variety of activities ‘‘closely relat-
ed to banking’’ and meeting the public benefits
requirements that the Congress laid down as a
prerequisite.

Our practical experience in supervising bank
holding companies confirms the congressional
concerns. We have found that the practical reali-
ties of the marketplace and the internal dynamics
of a business organization under central direction
drives bank holding companies to act in greater
or lesser degree as one business entity, with the
component parts drawing on each other for mar-
keting and financial strength. Certainly the mar-
ket conceives of a bank holding company and its
components in that way. And if market partici-
pants tend to consider the bank holding company
as an integrated entity, problems in one part of
the system will inevitably be transmitted to other
parts.

The evidence of leading bankers themselves
on the point seems to me rather conclusive.
Walter Wriston, former chairman of Citicorp,
said ‘*. . . it is inconceivable that any major bank
would walk away from any subsidiary of its
holding company. If your name is on the door, all
of your capital funds are going to be behind it in
the real world. Lawyers can say you have sepa-
ration, but the marketplace is persuasive, and it
would not see it that way.” More recently, in a
thoughtful lecture dealing with new directions in
banking, Sir Jeremy Morse, the Chairman of
Lloyds Bank and distinguished ex-Deputy Gov-
ernor of the Bank of England, strongly stressed
the obligation of banks entering into rapidly
evolving and highly competitive new markets to
stand behind their affiliates.

Business theory and empirical evidence indi-
cate that holding company managers, to attain
real or perceived efficiencies in production, oper-
ations, marketing, and funding will want to coor-
dinate all of these activities. For instance, bank
holding companies acquiring commercial finance
companies have typically leveraged those sub-

sidiaries much more than independent finance
companies, suggesting implicit or explicit reli-
ance on the strengths of the related bank and
holding company, even if there are no other
business relationships among them.

Indeed, if such linkages did not exist, it is not
entirely clear what benefits bank holding compa-
ny managers would perceive from expansion into
new activities (or from commercial firms enter-
ing into banking) other than perhaps satisfying a
pure size of growth objective. In any event,
effective coordination of the various operations
of bank holding companies and their bank sub-
sidiaries will necessarily link the financial for-
tunes of the banks to the rest of the organization.
I know that when we, as regulator, question the
capital adequacy of a particular subsidiary of a
bank holding company, its managers inevitably
point to the capital of the consolidated enterprise
as evidence of the necessary financial strength.
Nevertheless, to gain the maximum benefits
from distancing the bank as much as possible
from the nonbank activities of its holding compa-
ny, the Board has sought, in considering applica-
tions for approval of new activities, to require
that the holding company have the managerial
capacity to undertake the activity and the finan-
cial resources to capitalize it in accordance with
standards prevailing in that industry generally,
with the aim of assuring, to the extent feasible,
that the new activity can suppor! itself on a
stand-alone basis.

Experience clearly indicates, however, that
when a subsidiary or even a related business
enterprise, such as a real estate investment trust,
of a bank holding company experiences financial
problems, strength will be drawn from other
parts of the organization, including banking sub-
sidiaries, to protect the reputation of the entire
organization. Appendix C concludes, after exam-
ining the evidence, that the financial problems of
a parent or its nonbank affiliates will typically
affect the financial position of affiliated banks
even though certain provisions of law provide a
degree of insulation.

Perhaps most pointedly, those of us who live
in this area are familiar with the problems en-
countered in the Maryland and Ohio thrift insti-
tutions. Those institutions were nor federally
regulated, but their problems strongly emphasize
the temptations to exploit depository institutions
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for the benefit of parent companies and their
affiliates. Maryland and Ohio had few limitations
on the activities of the owners of financial institu-
tions, a situation that itself made supervision of
the depositories more difficult. In the event, a
number of those depositories were used as a
financing tool and to provide credibility and
support to poorly conceived, poorly executed,
and even fraudulent commercial and financial
schemes of their owners and their affiliates. It is
suggested that the blatant abuses found in Ohio
and Maryland reflected an absence of sufficient
legal and regulatory insulation between the de-
pository institution and its affiliates. 1 would
agree. But regulators and supervisors cannot be
everywhere, and the relevant question is how
many temptations and how much pressure
events will put on management and the system as
a whole.

There is the sad story of the Amoco Cadiz, a
large oil tanker that spilled its cargo on the
beaches of France after breaking up in a storm.
Its owners had been careful to incorporate the
ship’s operation and separate its corporate struc-
ture. In the ensuing litigation over liability, I was
intrigued to find that, as the drama unfolded,
crisis management took over, corporate forms
were ignored, and the top leadership of the
parent directed all of the activities of the ship-
owning subsidiary. The court found the parent
fully liable for its subsidiary’s environmental
disaster,

Is it reasonable to expect different approaches
when a financial disaster faces a bank holding
company? I think not.

The Congress can, of course, legislate barriers
between a bank and its affiliates, and has, in fact,
done so by limiting interaffiliate loans under
section 23A of the Federal Reserve Act. But,
under pressures to maintain the viability of their
organization, management can, and does, find
ways to support an affiliate that do not involve
intercorporate lending. Simply strengthening
section 23A in the expectation that this would
enforce true corporate separateness is naive,
particularly when the parent and its affiliates are
unregulated and unexamined so that enforce-
ment is much more difficult.

Only if the Congress required such limitations
as completely different names for holding compa-
nies and affiliates, no management interlocks,

explicit disclaimers on affiliate obligations, no
tandem operations, and other such efforts to
enforce true corporate separateness, would mar-
ket participants—including management itself—
really begin to think of bank subsidiaries as
separate and not put at risk by the activities of
their affiliates. Such limitations, however, would
turn the nonbank affiliates of regulated bank
holding companies into portfolio investments.
Without the perception or reality of synergy
between the bank and its affiliates, interest in
such affiliates would surely decline sharply. Con-
versely, the strong interest by some commercial
or financial firms in banks, or by bank holding
companies in a more fully diversified financial
services structure, reflects the perception of
“‘synergy’’ and interrelationships.

EVALUATION OF THE ARGUMENTS FOR
LINKING BANKING AND COMMERCE

Much criticism of the present regulatory ap-
proach toward banking emphasizes the narrow-
ness—and arbitrariness—of the definitions of
activities that are ‘‘closely related to banking.”
It is argued that the basic structure and the
protections built into law can be maintained
while expanding the permissible range of activi-
ties of the owners of banks to areas of related
activity and expertise, thus allowing the owners
of banks and other financial businesses to be
more competitive with firms that offer a broad
array of financial services to the public. Essen-
tially, this position recognizes, on the one hand,
the need to maintain the protections of present
arrangements and, on the other hand, the feasi-
bility and desirability of expanding the scope of
bank holding company activities. As I stressed at
the outset, and will explain at the conclusion of
my testimony, we strongly support legislation to
adapt by that means the present system to a
changing environment.

There are others who would go much further—
they seem to question the basic premises of any
limitations on the activities of owners of banks
and would permit any enterprise to own a bank
or bank-like thrift institution. They essentially
question whether the safeguards built into the
present system to protect depositors’ funds and
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banks from abuse need to be implemented
through limitations on ownership. 1 would like to
analyze the following major arguments that have
been advanced in that connection: (1) that bank-
ing, as we know it now, is no longer competitive
as evidenced by the trends in bank profitability
and market share and, accordingly, banking must
be combined with other businesses to make it
successful; (2) that technology has made it im-
possible to segregate banking from other busi-
nesses; (3) that the synergies created by combin-
ing banking with other products are competitive-
ly too strong to resist; (4) that the present system
has been irretrievably undermined by market
developments such as nonbank banks, and the
present situation is irreversible; and (5) that it is
essential to bring down the barriers between the
linking of banking and commerce to obtain an
infusion of commercial capital into the capital-
strained thrift and banking industries.

1. Banking Industry Performance in Perspec-
tive. With increasing frequency, some serious
analysts of banking have expressed concern
about the future viability of banks as effective
competitors. They point to increased competi-
tion from other financial and ‘‘nonfinancial”
institutions facilitated by improvements in com-
puters and communications, to inroads into
banking through loopholes and exploitation of
other anomalies in the system, to statutory and
regulatory restraints on banking, and to data on a
decline in profitability and market share for
banks.

Clearly banking is facing problems. One obvi-
ous symptom is the fact that bank failures have
been running at record rates in the past few years
and overall, profitability has been declining, at
least until 1985. These are serious problems that
require careful attention, but it is, of course,
necessary to examine the data carefully to diag-
nose accurately the problems and to develop
effective remedies.

During the first half of the 1980s, commercial
bank profitability slid rather persistently from
the recovery peaks reached in 1979. During that
period, overall bank profitability remained well
below its 1979 level, and there were particularly
acute problems for some very small and very
large banking institutions.

To some extent, these developments may be
cyclical, but both the deregulation of interest
rates and the adjustments in the 1980s to disinfla-
tion clearly played a role. Certainly banks have
been adversely affected by a substantially
changed economic climate; an unusually large
number of borrowers, especially energy, agricul-
tural, real estate, and international borrowers,
sustained dramatic reverses. To deal with this
problem, provisions for loan losses were raised
sharply. By last year these provisions were being
added at more than five times the 1970 pace. In
fact, the ratio of loan-loss provisions to average
assets has reached a new peak for all sizes of
banks.

The resuit has been pressure on earnings, even
though interest margins and fee income have
been relatively well maintained. What no statisti-
cal analysis of that sort can demonstrate is the
extent to which banks, induced by years of
relatively fair lending weather and inflationary
expectations, engaged in unduly risky lending
practices at home and abroad. To that extent, an
ultimate penalty on profits is a natural market
discipline.

It is also important to note that for a major
portion of the banking system—all banks with
more than $100 million in assets—profitability
over the past 10 years, as measured by the return
on assets, has varied in a relatively narrow
range. The lowest rate of return on assets for this
group was 0.60 percent in 1984, a year that was
distorted by the net loss of $1 billion by a single
company—the largest loss in banking history.
This bad year for this group was immediately
followed, however, by a year which, even after
substantial interest rate deregulation and addi-
tional very large but isolated losses, provided the
highest rate of return on assets during this dec-
ade. The only pronounced downward trend has
been in the return on equity for the largest money
center banks, declining each year for the past
five years. Even here the trend is reversed when
the data exclude certain banks experiencing ex-
ceptional losses.

Considering the underlying economic difficul-
ties and imbalances, the ability of the banking
industry to build reserves and capital and to
maintain profitability does not suggest an irre-
versible loss of competitive strength. There are
other indicators of underlying resiliency: for ex-
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ample, apart from one data series heavily weight-
ed with some large troubled banks, most indexes
of bank stocks have performed as well as, or
better than, broader stock market indicators thus
far this decade. Net returns on assets of the
largest banks have remained within historical
ranges despite record loan-loss provisions. It is
also significant that large regional banks, as a
group, recovered so well last year that measures
of their profitability now equal or exceed recent
peaks. In sum, the data do not support an
assumption of irreversibly declining bank profits.
However, one must be careful in judging the
level of profitability solely based upon the raw
statistical measures of return on equity and re-
turn on assets as they may not fully gauge the
relative change in the level of risk in bank
portfolios. Certainly, the extent of any increase
in portfolio risk must be taken into account in
evaluating the profitability data.

Those risks must also be taken into account in
reviewing the data on banks’ share of the credit
markets. In general, those data suggest an ability
of banks ‘‘to hold their own’’ in a number of
markets despite increasingly tough competition.
In the last four years, the bank share of credit
extended to domestic nonfinancial businesses
has, on average, exceeded that of the preceding
two decades. In the credit market for house-
holds, both consumer installment and residential
mortgage credit shares have declined modestly
since the late 1970s, but remain higher than
throughout most of the 1960s. The loss in con-
sumer installment lending share has been mostly
at the expense of thrift institutions given new
consumer lending powers by the Garn-St Ger-
main Act.

The bank share has declined sharply in the
markets for credit extended to the Treasury and
state and local governments. These are not areas
that those who want to enter banking have
indicated that they find particularly attractive.
Nonetheless, the apparent choice of banks not to
acquire such assets—or their ability to do so
profitably—does have implications for their
overall liquidity posture.

Moreover, in one area, the record does dem-
onstrate a strong adverse trend. The bank share
of short- and intermediate-term business credit
markets has declined. Larger prime borrowers—
traditionally the strongest customers of money

market and other large banks—have shifted to
the cheaper commercial paper and Euromarkets
and to foreign banks in the United States.

The impact on the biggest ‘‘money center”
banks is particularly notable; from 1975 to 1985,
the commercial and industrial loans of the nine
largest banks dropped from 25 to 15 percent—a
relative decline of 40 percent—of one broad
measure of short-term credit extended to nonfi-
nancial businesses. It is this area that has been
the source of much concern; apart from loss of
profitable business, the erosion of one traditional
lending area may have the effect of driving
lending into other areas of substantially greater
risk than in the past.

The contrast between declining shares of
short- and intermediate-term business credit and
maintained shares of total business credit ap-
pears to reflect lower sales of long-term debt by
corporations in recent years. Moreover, the ef-
fects on the largest banks of ‘‘securitization’ of
corporate lending have been accompanied by a
strong effort to participate in ‘‘off-balance-
sheet’ financial guarantees to support short-
term market borrowings.

Many bankers have begun to question, howev-
er, whether the returns on their off-balance-sheet
guarantees, and perhaps on commercial mort-
gages as well, fully compensate for the risks
involved. Moreover, direct credit extensions by
banks may be concentrated more largely among
borrowers with lower credit ratings than former-
ly.

The domestic bank loss of short-term credit
market share is explained by an increase in the
shares of both commercial paper and foreign
banks. The commercial paper market has grown
rapidly in recent years, and increased as a per-
centage of short- and intermediate-term credit to
nonfinancial businesses from just under 6 per-
cent in 1975 to nearly 15 percent last year. U.S.
agencies and branches of foreign banks also have
made significant inroads into this market, dou-
bling their market share to 8 percent in the period
from 1972 to 1985. Viewed in a broader perspec-
tive, including the 25 percent or more owned
U.S. subsidiaries of foreign banks, as well as
their U.S. branches and agencies, the share of
total nonfinancial business credit of these banks
substantially exceeded that of commercial paper.

The appropriate public policy response to
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marked changes in the relative shares of domes-
tic and foreign banks may be quite different with
respect to the commercial paper market. For
instance, foreign bank competition might point to
the need for intensified international cooperation
on capital adequacy standards. Account should
also be taken of the U.S. bank penetration in
foreign markets.

More fundamentally, it is essential to ask why
U.S. banks may be more expensive suppliers of
credit than others to large corporations. Banks
bear certain costs—reserve requirements, depos-
it insurance premiums, and a regulatory compli-
ance burden—that are not applicable to other
lenders. On the other hand, banks are the benefi-
ciaries of the federal safety net that is undoubted-
ly a factor in reducing their borrowing costs.
Whatever the reasons,.a significant cost differen-
tial appears to exist today.

If banks are at a long-term basic competitive
disadvantage in supplying short-term funds to
borrowers, there would of course be major impli-
cations for the structure and size of banking, for
the safety of the financial system as a whole, and
for monetary policy. So far, the data do not
unambiguously indicate that this is the case, but
developments do need to be carefully studied
and the implications appreciated. Such implica-
tions would not seem to include a need to change
the longstanding policy of separating commerce
and banking, a development that could well
aggravate the trend.

Certain approaches responding to the in-
creased ‘‘securitization’’ of the short-term credit
market—not just for business credit-—do seem
relevant to the legislative process. The Board has
long supported an approach that, within the
scope of appropriate rules to limit potential con-
flicts of interest and to assure safe and sound
operation of securities affiliates, would permit
subsidiaries of bank holding companies to engage
in underwriting and distributing commercial pa-
per. The Board has similarly supported authori-
zation for underwriting mortgage-backed securi-
ties, revenue bonds, and mutual funds. We have
held this view for some time, The area of corpo-
rate underwriting, in which U.S. banks do partic-
ipate abroad, is much more difficult; I must point
out that the integration of international capital
markets and the growth of U.S. bank participa-
tion in the Euromarkets make the present differ-

ence of treatment between domestic and foreign
markets stand out.

In closing this section of my testimony, I
would like to note the rapid movement of the
states toward expanded interstate banking. The
expansion of the regional arrangements has pro-
ceeded faster than anticipated. Twenty-six states
have adopted some kind of regional authoriza-
tion.

[ am also encouraged by the movement in
many states toward phasing out the regional
arrangements and opening their borders to na-
tionwide banking—fourteen states (including
seven with initial regional pacts) have now re-
moved most restrictions on interstate acquisi-
tions or will soon do so. The task is now for the
states to complete the effort and avoid the possi-
ble balkanization of the banking industry that
initially seemed to be the consequence of limited
regional compacts. A transition to interstate
banking should help assure that banks are able to
compete with other firms, operating nationwide,
that can bring the most advanced technology to
bear in serving customer needs.

2. The Role of Technology. Another concern
that needs careful analysis is that advances in
technology somehow place the banking industry
at a major competitive disadvantage. It is said
that burgeoning developments in building com-
puters with extraordinary power, and high-speed
communications systems permitting instanta-
neous transmission of voice, data, and docu-
ments, make it much easier to manage and
process a broad range of financial transactions,
thereby permitting nonbanking companies to
compete in areas previously within the exclusive
domain of banks.

In considering the kinds of changes in public
policy that are necessary to respond to these
developments, it secems to me that we should
bear in mind that banking institutions are already
primary beneficiaries of computer and communi-
cations technology. They have creatively applied
these technologies to global markets and have
made possible almost instantaneous payments of
hundreds of billions of dollars every day. They
have permitted banks to respond to the market-
place with new services to meet the demands of
corporate cash managers and for a broad array of
new consumer products—including 24-hour
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banking through automated teller machines
(ATMs), home banking, telephone bill payment,
and credit and debit cards. Some banks may
have been a little slower to adapt to the very
latest technology because, as premier financial
data processors, they had invested so heavily in
the technology of an earlier time and because of
branching and interstate restrictions. But they
are bringing their systems to the ‘‘state of the
art,”’ and developments suggest that banks can
be as adept at harnessing new technology as any
other business.

Moreover, the long experience and direct pres-
ence of banks in local markets, for all its imbed-
ded costs, carries advantages as well. 1 was
interested to see that one company that publicly
reported that it intended ‘‘to develop and market
innovative financial services on a nationwide
basis’’ relying principally ‘‘on direct marketing,
mail and telephone rather than on branches and
salesmen’’ later decided to sell its nonbank bank
because it was unable to ‘‘get a piece of the
market.”” One mistake doesn’t make a case, but
certainly the relative competitive advantages and
disadvantages remain an open question,

3. Synergy. Technology may also make possi-
ble a melding of products and cross selling to
establish synergies unavailable to those who are
limited by law to banking or certain financial
services alone. That thought has apparently
spawned acquisitions of nonbank banks, non-
thrift thrift institutions, or other financial service
firms by retailers, insurance underwriters, secu-
rities brokers and underwriters, and now indus-
trial firms.

We need to be cautious about whether these
claims justify abandoning the broad separation of
banking and commerce. 1 am bemused when
nonbanking firms, including retailers, seek in
banking the growing markets and profitability
that they apparently question in their own indus-
tries, when at the same time, banks raise red
flags about prospects in the banking industry.

Synergism is hard to measure and demon-
strate. Some skepticism seems to be justified by
the mixed results that conglomeration appears to
have achieved in nonfinancial areas, where, over
the past several years, we are seeing the spin-off
and sale of a great many companies that had been
brought under a single management. Newly com-

bined financial enterprises have complained
about the difficulties of coordinating the joined
activities, and do not appear to have demonstrat-
ed consistent higher levels of profitability.

4. Anomalies and Irreversibility. There is also
the argument that things have already gone too
far to reverse, that too many nondepository
institutions are already in the banking business,
and that these companies with their superior
range of product offerings will simply outcom-
pete the remaining banks. But despite all the
publicized acquisitions and product introduc-
tions, the facts on market share, profitability,
and technological innovation do not seem to
support this thesis.

Certainly there are large anomalies in the
present system. The acquisition of nonbank
banks by insurance, securities, and commercial
firms, while bank holding companies cannot do
the opposite, is surely competitively unfair.
Nonthrift thrift institutions and state grants of
powers to their own institutions for interstate
competitive reasons, even when those powers
are questionable from the point of view of safety
and soundness and ruled out for bank holding
companies, are other examples. At this point,
these developments are still minor in their over-
all impact. They are an indication of the need for
action, but they do not point to the inevitability
of accepting and enlarging what has happened. In
fact, the announced intention of the banking
committees of the Senate and the House to have
aretroactive grandfather date provides fair warn-
ing to those who have exploited the nonbank
bank loophole.

At some point, the process could be practically
difficult to reverse or end. Again, that is an
argument for decision and action, not in itself an
argument for reversing basic principles that have
guided the system.

5. Fulfilling Capital Needs. The final argu-
ment for allowing any company to own a bank or
thrift institution seems to me a counsel of de-
spair; only commercial businesses can and will
provide necessary capital to troubled thrift insti-
tutions and banks.

In fact, any expectations that nondepository
institutions are eager and prepared to invest large
amounts in resuscitating large troubled institu-
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tions is questionable. In many cases, the objec-
tive seems to me to obtain access to federally
insured deposits, payments system services, and
the ability to export a uniform credit card interest
rate throughout the country without taking on
large fixed costs. The emphasis often seems to be
on acquisition of a new or small institution with
relatively minimum initial capital requirements,
particularly as compared with the size of its
parent commercial firm. Moreover, if companies
are generally permitted to own nonbank banks,
or if access to bank ownership is to be more open
to commercial firms more generally, existing
interest in taking on the heavy capital and man-
agement burden of acquiring large troubled thrift
institutions would presumably drop away, sharp-
ly limiting any contribution to easing the burden
faced by the FSLIC.

More basically, it would be anomalous to
recommend a solution for the difficulties of prob-
lem institutions by potentially creating a situa-
tion fraught with adverse consequences for the
system as a whole. To take just one example,
many of the most serious problems among thrift
institutions do not arise today because of their
traditional business but because those businesses
have been combined with risky real estate devel-
opment. Increasing the ties between depository
and commercial firms more broadly could well
aggravate matters.

THE CONSUMER BANK QUESTION

The argument is made that so-called consumer
nonbank banks are needed to make available to
consumers products and services that are not
otherwise available to them. As typically pro-
posed, these banks could engage in all the func-
tions of banks except making direct commercial
loans (they could make loans through the pur-
chase of commercial paper and money market
instruments). They would be different from ordi-
nary banks inasmuch as they could be owned by
commercial firms and engage in cross selling of
affiliates’ products and services.

It is, of course, an essential objective of any
banking system to provide efficient, competitive,
and innovative services and products to the
consuming public. Any banking structure must
be designed to assure the achievement of this

goal. But it is difficult, indeed, to argue that the
U.S. banking system, without commercial own-
ership, cannot, or will not, meet that need.

Federal and state policies have encouraged a
multiplicity of small depository institutions that
serve a public that is almost completely com-
posed of small businesses and families. A coun-
try that has more than 35,000 depository institu-
tions—banks, thrift institutions, and credit
unions—can hardly be said to ignore the needs of
consumers. In fact, the overwhelming number,
more than 95 percent, of these institutions are
none other than family banks serving the needs
of small business, families, and individuals. Al-
most one-quarter of commercial banks have $§
percent or less of their assets in commercial and
industrial loans and more than three-quarters
have less than 20 percent of assets in these loans.

However beguilingly labeled, so-called con-
sumer banks are essentially a device for breach-
ing the wall that now separates banking and
commerce. Those who would breach it in the
presumed interest of competition and the con-
sumer should, it seems to me, be asked to carry a
heavy burden of proof. Do we really want, for
example, a retail business to be able to gather
deposits under the protection of federal insur-
ance and to use those deposits to fund a credit
card they sponsor more cheaply than retailing
competitors? Is it wise policy to encourage bank-
ing arrangements in which a retailer has an
incentive to prefer its customers in the provision
of loans? Is the converse—favoring retail cus-
tomers of a particular bank—any better? Are
there risks in reducing credit standards in an
effort to induce nonbanking business, with the
financial risks passed on, in part, to the federal
safety net? Do we want to encourage joint mar-
keting efforts and ‘‘tie-ins,”’ implicit or explicit?

Obviously, we can try to write complicated
laws to deal with these possibilities. But it strains
credulity about human behavior to suggest that
they would be entirely effective, any more than
restrictions on intracorporate affiliates, That is
particularly true if the parent holding company
and its nonbanking affiliates are unsupervised
and unexamined.

1 believe that, should the Congress authorize
the so-called consumer bank or make it clear that
it did not intend to close the nonbank bank
loophole, some rather dramatic changes in our
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banking structure would occur in relatively short
order. Some banks, in reassessing the circum-
stances, could be induced to take the radical step
of formally dividing their existing banking institu-
tion into two pieces, placing demand deposits
and consumer banking in one subsidiary and
commercial lending in another. Neither subsid-
tary would be a ‘‘bank’’ according to the defini-
tion of the Bank Holding Company Act, and the
holding company would then be free to engage in
any business activity.

New entrants into a market are ordinarily
associated with more competition, at least for a
time. But there is essentially free entry into
banking today, and any firm can provide credit
cards and consumer loans. The question is
whether there are significant added gains by
marrying banking and commerce. Certainly poli-
cy judgments cannot reasonably be made based
upon the activities of the few, and perhaps
unrepresentative, commercial companies partici-
pating in banking today.

IMPLICATIONS FOR THE PAYMENTS SYSTEM

I emphasized earlier the importance of dealing
with risks to the nation’s payments system.
Advocates of broader access to that system
argue that risks arising from increased direct
access by nonbanking firms can be adequately
controlled through restrictions such as section
23A of the Federal Reserve Act, which limits
extensions of credit to, and other transactions
by, insured banks with their regulated, super-
vised, and examined affiliates, or through over-
draft limits under the Federal Reserve Board’s
Policy Statement Regarding Risks on Large-
Dollar Wire Transfer Systems.

These arguments fail to take into account a
number of crucial aspects of the payments sys-
tem: the immediacy and finality of wire and
book-entry transfers, the importance of indepen-
dent credit judgments in protecting the integrity
of the system, the difficulty of monitoring com-
pliance with rules to prevent abuse by affiliates
without substantially and unacceptably delaying
all payments and without examination authority,
and the potential for opening access to the dis-
count window to commercial firms generally.

Fedwire transfers are made in very large dollar
volumes. They involve more than 181,000 large
dollar payments every day with a total daily
value of more than $400 billion. Similarly, there
are more than $200 billion in book-entry securi-
ties transfers every day. Most of these transfers
are processed through on-line linkages to the
Federal Reserve or by terminals or computers on
banks’ premises, immediately and finally.

These systems can generate large overdrafts—
in the multibillions of dollars—in a very short
period of time. The main protection against the
rippling effects of a default is both the standing of
the bank itself and its capacity and willingness, in
its own interest, to make an independent credit
judgment about its customers. Such an indepen-
dent judgment is hardly feasible when a bank is
ordered to make payment by a parent or an
affiliate. And, in the last analysis, if the bank or
its parent is unable to cover the payment, the
public, through the Federal Reserve and the
FDIC, bears a large part of the risk.

The risks inherent in parent-affiliate relation-
ships would be exacerbated by the financial
formula likely to be followed by a commercial
parent seeking access to the payments system
through ownership of a nonbank bank: token
capitalization of the bank relative to both the size
of the parent and affiliates and to the very high
dollar volume of transactions functioned through
the bank. Such an arrangement seems to be
implied by a number of actual or proposed non-
bank banks.

The combination of banking and commerce in
the provision of payment services would also
raise important questions about the availability
of Federal Reserve credit, now essentially re-
served for supervised and regulated depository
institutions under carefully circumscribed condi-
tions. In a situation in which commercial firms
had direct access to the payments mechanism
through captive nonbank banks, the Federal Re-
serve would be put in the dilemma of either
funding large overdrafts generated by a nonbank
bank parent or rejecting funding requests at the
risk of impairing payments to innocent third
parties and the functioning of the overall sys-
tem. Any competitive advantage of access to
Federal Reserve credit would certainly push
more firms toward bank ownership; yet, I do not
believe that the Congress intended that the safety
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net should inure to the advantage of nonbanking
companies.

It has been suggested that the exceptional
provision of payments system facilities to the
Chrysler Corporation during the period when the
government guaranteed loans to that company
demonstrates that this technique can be safely
used. But that rescue to me is the exception that
proves the rule. Payments facilitics were provid-
ed to the Chrysler Corporation in 1981 when it
was already in a real sense under government
protection. That access was provided in recogni-
tion of the fact that banks exercising independent
credit judgments would not accept Chrysler pay-
ment orders in the normal course. Direct access
to the payments system through a specially char-
tered bank was provided only because the Con-
gress had established a policy of supporting the
survival of the corporation, and because its debt
had been guaranteed by the United States by
an act of the Congress. That does not seem
to me any precedent for firms without official
support.

Appendix E discusses payments system risks
in some detail as well as why regulatory ap-
proaches to deal with these risks, particularly as
they are presented by nonbank banks, are not
satisfactory. This is a technical, detailed matter.
But it is nonetheless a matter that lies at the heart
of maintaining an efficient, safe financial system.

FOREIGN EXPERIENCE

As a matter of law and tradition, combinations of
banks and other businesses are present in some
countries. Those very few countries that have
banking systems in which such arrangements are
prevalent are generally characterized by the
dominance of a relatively few large banks. Such
a situation presents a very different regulatory
and supervisory framework, among other things
making it possible for bank supervisors to main-
tain a direct review of, and close contact with,
those who are operating the banking system.

But there also appear to be major costs in this
kind of a system in terms of tendencies toward
cartelization, slower innovation, and narrower
financial markets. These are not patterns that we
would wish to emulate.

PoLICY FOR THE FUTURE

The burden of my testimony is that the basic
banking system is sound, embodying important
principles—important for safety and soundness,
for competitive open markets, and for innova-
tion. This system has withstood enormous
strains and demonstrated resilient strength in
recent years. Certainly, the technological and
market forces pressing upon the structure are
significant and important. But [ believe that they
can be channeled in a manner consistent with
longstanding purposes of public policy toward
banking and consistent with a more competitive,
responsive, and stable financial system.

The Congress has the capacity to choose the
kind of system that we are to have. The time to
exercise that choice is now.

You can refrain from action, but that will not
stop change. Then we will see a proliferation of
nonbank banks and nonthrift thrift institutions;
increasing combinations of banking and com-
merce with only limited safeguards to prevent
excessive risk, conflicts of interest, and concen-
tration of resources; and more anomalies and
uneven competitive conditions. In sum, a failure
to lead, a failure to establish an orderly environ-
ment for the conduct of financial business, will
have consequences that are both serious and
real.

Alternatively, the Congress could decide to
legalize combinations of banking and commerce,
regulating that relationship in such a way as to
limit the scope for risk, conflicts of interest, and
concentration of resources. Much of my testimo-
ny is that 1 do not believe that that arrangement
will work effectively. If the restraints on intra-
corporate relationships are so strong as to deal
with the risks, the competitive benefits from, and
incentives to create, such relationships will be
exceedingly small. Alternatively, a closely regu-
lated bank as part of an unregulated bank holding
company would dwindle in importance. It would
be used only to provide such services as could
only be provided in the form of a bank—insured
deposits, and access to the payments system.
Other services, financial or otherwise, would
gravitate outside the supervised framework. 1
cannot see how that can be good for banking, for
business, or for stability.

You have a third choice—to preserve the basic
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elements of the present system while adapting it
to meet the requirements of changed circum-
stances. There is nothing static about the bank
holding company concept; the Congress intend-
ed to allow it to be adapted over time. We and
others came to the conclusion some years earlier
that this could best be done by broadening some-
what the scope of permissible nonbanking activi-
ties of bank holding companies to include a
greater variety of financial and brokerage ser-
vices, all within a framework that assures that
the public interest in safe and sound banking is
maintained. We have urged that bank holding
companies, through their affiliates, be able to
engage in a variety of activities such as under-
writing commercial paper and other instruments
I mentioned earlier, real estate and insurance
brokerage, and travel services.

We believe that the holding company and its
affiliates should be subject to official surveil-
lance, with the right of inspection. Indeed, most
of the proposed activities are, one way or anoth-
er, already subject to official supervision, and
that should be rationalized.

Such an arrangement would be perfectly neu-
tral and reciprocal, favoring neither bank holding
companies nor the financial industry competi-
tors. If it is permissible under the law for bank
holding companies to own an insurance, broker-
age, or securities firm, it would be equally per-
missible for these firms to own banks.

It has thus far not been possible, for a variety
of reasons, for the Congress to adopt this ap-
proach. Within the congressional forum, it is
difficult to resoive specific competitive issues.
That was true in 1970 when the Congress could
not decide to adopt either a positive list of
specific bank holding company activities, or a list

of those that were specifically prohibited. In-
stead, the Gordian knot was cut by the Congress
giving the Federal Reserve Board the administra-
tive discretion to determine specific activities
under a general, but limited, standard that re-
quired the careful weighing and balancing of the
public interest.

Perhaps one way to break today’s gridlock
would be, 16 years later, to adopt the same
approach. Instead of the Congress trying to
resolve specific industry issues, the Board might
be given a somewhat expanded, but still circum-
scribed, mandate to allow broader ownership of
financial businesses by bank holding companies
and for these same kinds of financial businesses
to own banks. To protect the reasonable interest
of all parties, including both applicants and prot-
estants, any such new authority should be limit-
ed by the same public interest standard as re-
quired by present law, with the same procedural
protections provided by the right to an adminis-
trative hearing as well as judicial review of Board
decisions. In addition, I believe a new safeguard
would be desirable: the effective date of any new
activity approved by the Board should be de-
layed for six months so that the proposed action
could be reviewed by the Congress before it went
into effect.

However, that would be a second choice. We
look to the Congress to provide more specific
legislative direction, including review of the pre-
sent restrictions of the Glass-Steagall Act.

In any event, I hope the Congress will act, and
act soon. The financial system is too important,
too interwoven into the fabric of the economy as
a whole, to be allowed to evolve in a haphazard
manner. [

Statement by Manuel H. Johnson, Jr., Member,
Board of Governors of the Federal Reserve Sys-
tem, before the Subcommittee on International
Finance and Monetary Policy of the Committee
on Banking, Housing, and Urban Affairs, U.S.
Senate, June 17, 1986.

Thank you for the opportunity to present the
views of the Federal Reserve Board on S. 1934,
the bill to amend the Export Trading Company

Act of 1982. We at the Board support efforts to
lower this country’s trade deficit and wish to
work with the Congress in attempting to arrive at
solutions to the problem. It is not the view of the
Board, however, that amending the Bank Export
Services Act (BESA) is necessary at this time.
Given the unfavorable economic conditions that
have existed since enactment of the BESA, we
feel that the existing statute has not been given a
fair test, and that its effectiveness should be
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evaluated in the future. As to the specific provi-
sions of S. 1934, the Board opposes three of the
revisions to the BESA proposed in the bill on
grounds of safety and soundness, but has fewer
reservations concerning two other proposed re-
visions.

In my testimony, 1 will review briefly the
Board’s implementation to date of the BESA
(Title 11 of the Export Trading Company Act of
1982), discuss some of the experiences of bank-
affiliated export trading companies (ETCs) and
other trading companies, and analyze and give in
greater detail the Board’s views on the provi-
sions of S. 1934,

THE BESA AND THE BOARD'S
REGULATIONS

The Export Trading Company Act of 1982 (ETC
Act) was designed to help promote exports by
facilitating the formation and operation of ETCs.
The BESA provides a limited exception to the
nonbanking prohibitions of the Bank Holding
Company Act by permitting bank holding com-
panies and certain other types of banking organi-
zations to make equity investments in ETCs. The
purposes of the BESA were the following: (1) to
provide for the establishment of U.S. ETCs that
could be competitive with foreign-owned ETCs;
(2) to provide U.S. commerce, industry, and
agriculture, especially small and medium-sized
firms with a means of exporting their goods and
services; (3) to foster the participation by region-
al and smaller banks in the development of
ETCs; and (4) to facilitate the formation of joint
venture ETCs between bank holding companies
and nonbank firms.

Thus, the BESA represents a dramatic depar-
ture from traditional banking legislation because
it permits participation by banking organizations
in commercial ventures, In recognition of this
expanded latitude, however, the Congress in-
cluded a number of prudential safeguards to limit
potential adverse financial effects on banks affili-
ated with ETCs. The statute provides that a bank
holding company may not invest more than 5
percent of its consolidated capital and surplus in
an ETC nor lend more than 10 percent of its
consolidated capital and surplus to an ETC. It
also provides that a bank holding company may

invest in an ETC only after allowing for review
by the Federal Reserve. The Federal Reserve is
required to review the notice to determine
whether the proposal may result in unsafe or
unsound banking practices, undue concentration
of resources, decreased or unfair competition, or
conflicts of interest, or whether the investment
would have a materially adverse effect on the
safety and soundness of a subsidiary bank of the
bank holding company.

The Board issued final regulations implement-
ing the BESA in June 1983. These regulations
were later modified to simplify the notification
process and to provide for delegated authority to
the individual Federal Reserve Banks to review
certain ETC notifications. Virtually all of the
notifications of intent to establish ETCs have
been acted upon within the 60-day time period
set forth in the statute, and no notification by a
bank to invest in an ETC has been disapproved.
Fifteen of the 24 ETC notifications filed after the
adoption of the delegation procedures were pro-
cessed by the Reserve Banks with no Board
review,

RESPONSE TO THE ACT

As you are well aware, the economic climate
since the ETC act was passed has not been
favorable to exports. The act was signed during
the fourth quarter of 1982, when the U.S. econo-
my was in the depths of a recession and the
volume of exports had fallen more than 20 per-
cent from its peak in 1980. Since that time, U.S.
output and employment have expanded rapidly.
By contrast, U.S. exports have rebounded only
moderately and still remain below their 1980
peak. The U.S. trade deficit increased from $25
billion in 1980 to approximately $125 billion in
1985.

The weakness of U.S. exports can be attribut-
ed to a number of macroeconomic developments
that took place in the early to mid-1980s and that
have continued until fairly recently. The factors
include the rise of the dollar against foreign
currencies; the relatively sluggish growth of for-
eign economies; and the drop in imports by
countries experiencing problems meeting their
external debt obligations.

Moreover, as was discussed during early hear-



556 Federal Reserve Bulletin O August 1986

ings on the BESA, U.S. manufacturers have not
traditionally made widespread use of trading
companies as a medium for exporting their
goods. By one estimate, in 1982, there were
about 2,000 American-owned trading companies
active in the United States. However, these
companies were involved in only about 10 per-
cent of all U.S. exports. Larger U.S. muitina-
tional companies with substantial sales abroad
had their own in-house marketing capability or a
few had trading company subsidiaries. Thus, at
the time the act was passed, the trading company
generally was not a prominent vehicle for selling
U.S. exports, and it was unlikely that the pat-
terns of U.S. businesses with exporting capabiii-
ties could be changed in only a few years.

Notwithstanding this business environment,
40 bank holding companies have notified the
Federal Reserve System of their intent to invest
in ETCs. (Tables attached as an appendix to this
testimony show the status of each ETC notifica-
tion acted upon by the System.!) Several of these
ETCs appear to be operating profitably and
expanding their overseas operations.

in contrast, the performance of many of these
bank-affiliated ETCs has been disappointing. In
fact, 11 ETCS are no longer operational. Besides
poor economic conditions in their first years of
existence resulting in diminished profit potential,
these ETCs have also encountered start-up diffi-
culties resulting from unfamiliarity with the trad-
ing business. Other problems encountered are
peculiar to the activities of trading companies,
regardless of how iong they have been operating.
For example, one ETC experienced substantial
difficulties because a major customer broke the
terms of its trade agreement; another lost its
capital because of its inability to deliver on a
major contract; and a third was closed after
suffering significant losses resulting from the lack
of adequate controls over its trading activities.
At least four bank holding companies have dis-
continued the operations of their ETCs either
temporarily or permanently because the operat-
ing losses were found to be unacceptable.

There is no evidence, however, that ETCs
affiliated with banks have been any less success-
ful than trading companies that have no connec-

i. The attachments to this statement are availabie on
request from Publications Services, Board of Governors of
the Federal Reserve System, Washington, D.C. 20551.

tion with banking organizations. While there is
no means of tracking all these trading companies,
the General Accounting Office has conducted a
survey of 23 trading organizations that have
obtained certificates of review from the Depart-
ment of Commerce. Many of these firms report-
ed that business has been disappointing, citing
economic factors, particularly the high value of
the dollar as the reason. It is also interesting that
the membership of the National Association of
Export Companies, an organization composed
primarily of nonbank export trading companies,
dropped by half in the last four years and is only
beginning to increase again. This drop in mem-
bership is reportedly a result of the fact that
many of the member companies have gone out of
business.

S. 1934

There is an understandable concern about the
mediocre performance of ETCs since the pas-
sage of the act resulting in attempts to deal with
the situation by amending sections of the BESA.
The amendments would modify certain of the
Board’s regulations. Broad trends, however,
such as unfavorabie economic conditions—not
the Board’s regulations——have impeded the re-
sults of the legislation. Moreover, three of the
bill’s provisions present serious issues related to
the safety and soundness of banking organiza-
tions investing in ETCs. From a supervisory
standpoitit, we are less concerned about the
other two provisions. However, 1 would note
that the provision dealing with the calculation of
export revenues does raise policy questions
about congressional intent in establishing ETCs
to foster U.S. exports.

1. Transactions with Affiliates. The BESA
provides that extensions of credit from a bank to
its affiliated ETC are covered by section 23A of
the Federal Reserve Act. Section 23A is a cor-
nerstone of the regulatory structure for protect-
ing banks from credit judgments made for non-
commercial reasons. It generally limits the
amount of credit that banks may extend to a
nonbank affiliate and subjects such credit exten-
sions to certain collateral requirements.

S. 1934 would exempt from section 23A of the
Federal Reserve Act a bank’s transactions with
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its affiliated ETC. The purpose of this exemp-
tion, according to the statement introducing the
bill, is to remove a competitive ‘‘disadvantage”’
from ETCs, permitting them to borrow from
their affiliated bank without meeting the collater-
al requirements of section 23A.

Experience over the years has demonstrated
that limitations on self-dealing between a bank
and its affiliates are essential to help curb abuses,
to maintain bank safety and soundness, and to
prevent excessive risk to the federal safety net.
The Congress also has recognized the impor-
tance of the protections found in 23A—every
deregulatory proposal in the last four years has
used section 23A as the central mechanism for
preserving the safety and soundness of banking
organizations with expanded powers to enter
nonbanking areas.

The experience to date reinforces the desir-
ability of maintaining the protections afforded by
section 23A. In one case, a bank lent to its
affiliated ETC amounts in violation of section
23A without required collateral. The ETC was
unable to repay the advances and thus the condi-
tion of the bank was affected. Had section 23A
been complied with, the bank would not have
exposed itself to these losses. Therefore, an
exemption from section 23A for transactions
with an ETC does not appear to be in the best
interests of preserving safety and soundness as it
creates the opportunity for a bank’s resources to
be misused in support of the affiliate’s trading
activities. In the area of extensions of credit, it is
most important to strike the proper balance
between encouraging the growth of ETCs and
preventing imprudent banking practices. More-
over, the application of section 23A does not
impose a competitive disadvantage on ETCs
affiliated with banks. They, like other trading
companies, are free to borrow from unaffiliated
lenders on terms determined by the market.

The Board, as a matter of policy, has generally
not granted exemptions from section 23A. With
respect to ETCs, however, the Board has includ-
ed in its regulations a waiver from the strict
collateralization standards of section 23A for
those transactions in which the ETC takes title to
goods against a firm order and the lending bank
maintains a security interest in those goods. The
Board has determined that in these circum-
stances a waiver would permit ETCs to obtain

financing for transactions in goods without creat-
ing undue risk to the affiliated bank. In addition,
the Board has stated that it would consider
granting ETCs additional waivers from these
collateral requirements based on specific re-
quests.

The bill also would relieve extensions of credit
by a bank to its affiliated ETC from the quantita-
tive limits of section 23A. These limitations
provide that a bank may lend no more than 10
percent of its capital and surplus to an affiliate.
The BESA itself limits extensions of credit by a
bank holding company or its subsidiaries to an
affiliated ETC to 10 percent of the holding com-
pany’s capital and surplus. Thus, the bill’s pro-
posed exemption could have the effect of signifi-
cantly increasing the exposure of a bank to its
affiliates. The Board strongly recommends that
the quantitative limits on these extensions of
credit be retained.

2. Capital adequacy. In reviewing notices by
banking organizations to invest in ETCs, the
Board considers the assets-to-equity ratio of
each proposed ETC on a case-by-case basis,
taking into account, among other factors, the
riskiness of the ETC’s proposed activities.
S. 1934 would prohibit the Board from disap-
proving a bank’s investment in an ETC solely on
the basis of the proposed ratio of assets to equity
unless that ratio were greater than 25 to 1.

The Board, by reason of its responsibilities as
a bank regulator, has historically recognized the
need for the maintenance of adequate capital in
individual state member banks and bank holding
companies and in the banking system in general.
Capital provides a buffer for banking organiza-
tions in times of poor performance, helps to
maintain public confidence in particular banking
organizations and in the banking system, and
supports the reasonable growth of banking orga-
nizations. An evaluation of capital adequacy is
one of the major purposes of a bank or bank
holding company examination.

The Congress has recognized the necessity for
banking organizations to maintain adequate capi-
tal. In the International Lending Supervision Act
of 1983, the Congress required the bank regula-
tory agencies to ‘‘cause banking institutions to
achieve and maintain adequate capital by estab-
lishing minimum levels of capital for such bank-
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ing institutions.”’ For this purpose, capital re-
quirements are assessed on a consolidated basis,
although the capital adequacy of subsidiary orga-
nizations is also taken into account. The latter is
necessary because the condition of affiliated or-
ganizations can have an important effect on their
related banks.

In the case of ETCs the Board strongly recom-
mends against the proposed legislative standard
for the leveraging of ETCs. In carrying out its
duty to preserve the safe and sound operation of
bank holding companies, the Board must be able
to examine carefully the capital structure and
proposed leveraging ratios of bank-affiliated
ETCs. Capital adequacy is a critical determinant
of the financial strength of the ETC and of its
ability to withstand unexpected adverse develop-
ments so as not to affect the financial resources
of the parent holding company or the safety and
soundness of affiliated banks. There is no justifi-
cation for a statutory rule allowing a minimum
capital level for bank-affiliated ETCs substantial-
ly less than that required for banks, when the
ETCs’ activities are likely to be outside the
normal range of banking operations and there-
fore present greater, not fewer, risks. Thus, we
do not adhere to the presumption of S. 1934 that
a leveraging ratio of 25:1 would be consistent
with the sound financial operation of an ETC.
Many factors must be taken into account, such
as the nature of the ETC’s business, the size of
its inventory, and the size of the bank holding
company’s investment in the ETC. Only a case-
by-case analysis permits all these factors to be
taken adequately into account.

In this regard, the Board recently acted on a
request from a bank hoiding company to adopt a
leveraging ratio for its ETC that was higher than
the 10:1 ratio it had proposed in an earlier
notification to a Federal Reserve Bank. After
determining that the nature and riskiness of the
activities proposed for the ETC were similar to
those of secured lending transactions, the Board
approved a leveraging ratio of 17:1. This action is
illustrative of the flexible approach followed by
the Board with respect to the capitalization of
ETCs.

In light of the critical importance of the capital
adequacy of each subsidiary company in a bank
holding company organization, the Board needs
to retain its discretion in this area.

3. Exporting Services. The BESA, read to-
gether with the Board’s regulations, defines an
ETC in which a banking organization is permit-
ted to invest as a company that is exclusively
engaged in international trade, and that principal-
ly exports, or provides services to facilitate the
export of, goods and services produced by oth-
ers. S, 1934 would modify the definition of an
ETC to include companies that principally ex-
port goods or services produced by themselves
or any of their affiliates. This revision would
permit a bank to invest in any company that
provides its own services to foreign customers
regardless of whether the services relate to trade.

The common thread throughout consideration
of the original legislation was that the experience
and expertise of banks in financing foreign in-
vestment were thought to be needed by export
trading companies—companies that serve as in-
termediaries for producers and suppliers of
goods and services in the foreign marketing and
sale of their products by providing a range of
export trade services. It was not intended that
banking organizations would serve as a source of
capital investment in various service industries
generally and assume the risks associated with
those industries. The Board’s regulations do not
limit the ability of bank-affiliated ETCs to offer a
broad range of trade-related services both in the
United States and abroad. For example, the
BESA and the regulations permit ETCs to pro-
vide consulting, market research, marketing, in-
surance product research and design, legal as-
sistance, transportation including freight
forwarding, warehousing, foreign exchange, fi-
nancing, and taking title to goods, when provided
to facilitate the trade in goods and services
produced by others. According to the notifica-
tions to the Federal Reserve, a number of ETCs
are providing many of the trade services included
in this list. Moreover, the Board has recognized
that this list of services is not exhaustive. For
example, upon demonstrating that the activities
were related to international trade, one ETC has
acquired a company in England that engages in
customs bonding services and in certain types of
inventory control services related to cross-bor-
der trade. In addition, the Board has responded
favorably to several export trading company
notifications that specifically contemplated the
establishment of overseas offices and divisions.
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The practical effect of S. 1934 would be to
change the congressionally intended emphasis in
the BESA from promoting U.S. exports and
employment to providing a vehicle by which
commercial banking organizations, through the
medium of an ETC, could acquire organizations
serving overseas customers without any benefit
to the U.S. trade or balance of payments posi-
tion. The proposal would thus have the effect of
changing the incentive in the ETC Act to pro-
mote U.S. exports, while potentially undermin-
ing the public policy objectives embodied in the
separation of banking and commerce. Such im-
portant public policy issues should be addressed
directly and not indirectly through technical
changes in the BESA.

While the last two provisions of S. 1934, which
I will now discuss, appear to raise few superviso-
ry concerns on our part, the calculation of the
export revenues provision, as I have mentioned,
does raise questions of policy.

1. Calculation of Export Revenues. The
BESA defines an ETC as a company ‘‘organized
and operated principally for purposes of export-
ing or facilitating the export of goods and ser-
vices produced in the United States . . . .”’ This
definition reflects the goal of the Congress of
improving U.S. export performance. In accor-
dance with this purpose, the Board’s current
regulations require that more than half of an
export trading company’s revenues over a two-
year period be derived from U.S. exports.

Under S. 1934 a company would qualify as an
export trading company if its revenues from
exports exceed its revenues from imports, Reve-
nues derived from third-party trade or associated
with countertrade would be excluded from the
calculations. This would mean that an ‘‘export
trading company’’ could be a company substan-
tially engaged in third-party trade or counter-
trade involving two foreign countries, with mini-
mal involvement in exporting goods or services
from the United States. In fact, the proposal
could hurt U.S. exports, since the goods being
traded outside the United States can be substitut-
ed for goods exported from the United States.
Such a result would amount to a substantial
alteration of congressional intent as to the pur-
poses of ETCs to promote the export of U.S.
goods and services and would be contrary to the

original premise for allowing bank holding com-
panies 10 engage in this activity: that the in-
creased risks undertaken by a bank holding com-
pany through an ETC would be counterbalanced
by an increase in U.S. exports. Ultimately, how-
ever, it is up to the Congress to determine
whether ETCs should continue to have as their
primary purpose the export of U.S. goods and
services.

2. Inventory. The Board’s regulations provide
that a notice to invest in an ETC may be delegat-
ed to the appropriate Federal Reserve Bank,
rather than reviewed by the Board, if the pro-
posed export trading company will take title to
goods only against firm orders, or if its inventory
is worth less than $2 million. Taking title to
goods involves sufficient risk that the Board felt
it should have the opportunity on a case-by-case
basis to review carefully proposals involving this
activity. The Board wanted to reserve the right
to disapprove those proposals that could involve
unsafe and unsound practices, as, for example,
when a bank-affiliated ETC has an inadequate
system of management controls or when the
ETC has insufficient safeguards to protect
against a violation of the statutory prohibition
against speculation in commodities. The Board
has in fact reviewed and did not object to several
notices in which projected inventory is substan-
tially greater than $2 million.

S. 1934 prohibits the Board from imposing a
dollar limit on an ETC’s inventory unless the
Board finds that the limit is necessary to prevent
material adverse effects on a bank affiliate of the
ETC. This provision would merely codify the
Board’s current practice and would provide the
Board with sufficient authority to exercise its
supervisory powers in this area when necessary.

CONCLUSION

In conclusion, 1 would like to emphasize again
the Board’s support for a strengthened and ex-
panding export sector of the U.S. economy. In
this context, we would urge the Congress to
allow for a fair testing of the existing law and to
refrain at this time from adopting the proposed
amendments. 0
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Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Committee on Foreign Affairs, U.S.
House of Representatives, June 18, 1986.

1 appreciate the opportunity to review with you
the debt situation of developing countries. Over
the past four years, I think we can point to some
substantial progress. But despite that progress,
serious problems remain. The sharp decline in oil
prices has brought some of them to an acute
stage once again.

We have much of the essential framework in
place to support growth with necessary econom-
ic adjustments among the borrowing countries.
But the hard fact is that much remains to be
done, in the industrialized world and in the
heavily indebted countries of Latin American or
elsewhere, to implement the measures necessary
to that goal. That is the continuing challenge, and
1, for one, believe that it will be attainable in
practice with continued, and in some cases,
intensified cooperation.

The fundamental causes of the international
debt problem that burst forth on the front pages
of newspapers four years ago are complex. They
included economic policies in the borrowing
countries that were premised in part upon the
assumption that funds would continue to be
available indefinitely from abroad at low or nega-
tive real interest rates; in some countries, the
foreign borrowing increasingly financed capital
outflows. In essence, the domestic policies of the
borrowers did not command the confidence of
their own citizens, who placed much of their
domestic savings in other countries. The com-
mercial banks and other lenders that so freely
provided the funds from abroad could not, or
would not, assure the productive use of that
money. As the crisis broke, access to new loans
was abruptly curtailed. At the same time, pro-
found changes in the world economic and finan-
cial situation provided a more difficult environ-
ment for the borrowers as real interest rates rose,
inflation subsided, and commodity prices de-
clined.

There is no point at this stage in pointing
fingers at one culprit or another—although there
are many lessons for the future. More important,
once the crisis was upon us, it was evident that
the problem threatened not only the economic

fortunes of the particular borrowing countries,
but also the performance of the world economy
and of the world financial system as a whole.
Leading banks, both in the United States and
abroad, were heavily exposed at a time when
many of them also faced the pressure of reces-
sion and financial strains at home. Exports to the
borrowing countries dropped abruptly, and pos-
sibilities of political strain were aggravated.

A high degree of international cooperation
involving borrowing countries, commercial
banks, and creditor countries has been necessary
to deal with the situation, taking account, on a
case-by-case basis, of differences among the
borrowers. During the initial crisis stage, it was
natural that the International Monetary Fund
played a central, coordinating role; it could ad-
vise the borrowing countries and, in effect, certi-
fy both their economic programs and the size of
their external financing needs. It could also work
with both lending banks and creditor countries,
That role was performed with skill, if not without
controversy.

With its traditional emphasis on long-term
investment planning and on project lending, the
World Bank was not in a position to react as
quickly as the Fund to the immediate adjustment
needs of the major borrowing countries. Nor
were borrowing countries—faced with priority
short-term needs to cut back on internal budget
deficits, to bring monetary expansion under con-
trol, and to achieve and maintain more competi-
tive exchange rates—able to give the same atten-
tion to introducing necessary structural changes
in their economies to enhance efficiency and
competition. Indeed, sharp cutbacks in overall
investment as well as consumption expenditures
by the indebted countries became unavoidable.

As time passed, the Fund and the Bank have
found more and more opportunities for mutually
supportive approaches, and both of them have
flexibly adapted earlier approaches as justified
by the needs and circumstances of particular
countries. By the end of 1985, for instance,
Colombia, Ecuador, Chile, and Uruguay had put
in place rather comprehensive programs looking
toward more open and efficient economies as
well as more immediate fiscal and external ad-
justments, working constructively, in different
ways, with both the Bank and the Fund.

Drawing on this kind of experience, Secretary
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Baker, as you know, outlined the concept of a
Program for Sustained Growth in Seoul last
October. He envisaged an increase in such coop-
erative efforts, including an enhanced role for the
World Bank and the other multilateral develop-
ment lending institutions. His basic premise—
that a solution must be found in a context of
growth—is of course widely shared. And I be-
lieve there is increased agreement with the prop-
osition that success will be dependent on ongoing
structural changes as well as on adjustments in
fiscal, monetary, and exchange rate policies.

A great deal remains to be done before the
international debt problem is resolved. But the
very considerable accomplishments already
achieved strongly suggest the problem should be
manageable in ways that serve the interests of
both borrowers and lenders.

Over the past three or four years, some sub-
stantial—even dramatic—adjustments have been
made on the external side. That is most clearly
evident in the fact that the 15 major borrowing
countries that have been somewhat arbitrarily
identified with the Baker Initiative together
achieved a current account position of essential-
ly zero during both 1984 and 1985. In contrast,
their collective deficits were about $50 billion in
1981 and 1982. The shift was not simply a conse-
quence of import compression: the volume of
their exports rose about 15 percent during 1983-
84 before leveling off last year.

While progress is uneven, the burden of ser-
vicing the external debt of the major borrowers
has also been reduced. Reschedulings of their
debt to banks and official creditors have sharply
limited amortization requirements. Lower world
interest rates have been reflected in declines in
interest payment obligations. In some cases,
interest payments as a percentage of exports of
goods and services this year will be as much as
one-third below their peaks.

The pace of bank lending has slowed substan-
tially as the borrowing countries have acted to
bring their external debts into better alignment
with their productive capacities. Meanwhile,
bank capital positions have been strengthened.
As aresult, U.S. banks’ exposure to non-OPEC
developing countries in relation to their capital
dropped about one-third between mid-1982 and
the end of last year; those ratios have declined
even further over the first half of 1986. No doubt

there have been comparable declines in relative
exposure by foreign banks.

Indeed, one can question whether, in the past
year or so, net bank lending has not been below
levels that will be necessary to complement
effective economic programs of some borrowers,
particularly in the light of the sharp decline in oil
prices. In any event, the relative reduction in
overall exposure should continue even as the
banks are called upon, consistent with the Baker
Initiative, to provide the moderate amounts of
net new private lending over the next several
years needed to support borrowers’ plans for
structural adjustment and growth. And, as those
relative exposures decline, one of the precondi-
tions for returning to more normal, fully volun-
tary, debtor—creditor relationships can be
achieved. In relatively benign circumstances for
the world economy, steps in that direction by
one or more countries well advanced in the
adjustment process could possibly appear this
year or next.

Economic growth has rebounded smartly in a
few countries even as they have reduced or
eliminated their external deficits. The biggest
economy and largest borrower among the mid-
dle-income developing countries—Brazil—is a
leading case in point. The economies of Argenti-
na, Chile, and Colombia are expanding as well.

But the pattern has been uneven and disap-
pointing in some cases. Looked at as a group, the
value of exports by the major borrowers, upon
which so much depends, declined during 1985.
That was, in large part, a reflection of lower
commodity prices and the slower expansion of
the industrial countries that must provide their
principal markets.

Since last fall, the sharp decline in world oil
prices has added a new and disconcerting dimen-
sion to the problems of Mexico, Nigeria, Vene-
zuela, and Ecuador. Each of those countries has
lost both real income and budgetary revenues in
amounts that are critically large in relation to
their resources. Adjustment to that loss of re-
sources is inevitable. What is at issue is the
speed and effectiveness of that adjustment.

One clear implication is that most of them will
need to cover larger external needs than antici-
pated earlier, although not nearly as much as the
decline in oil prices taken alone might imply.
Lower world interest rates and their own efforts
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will balance part of the losses, and potentially
more rapid growth in the industrial countries will
increase export opportunities.

After four years, a sense of fatigue among
borrowing countries coping with continuing eco-
nomic and debt problems is hardly surprising.
For some, the reduction in oil prices has added a
sharper edge of concern, if not despair. At the
same time, commercial banks are naturally impa-
tient, and seemingly more reluctant, to step
forward with new money pending concrete evi-
dence countries are successfully undertaking ex-
traordinary stabilization efforts. Negotiation and
implementation of new financing packages or
restructurings linger on, sometimes entangled
in particular grievances over particular past
loans. In the process, there is some danger of
losing sight of the larger issues that are surround-
ing the fundamentals of economic policies on
which the soundness of the loans ultimately
depends.

But far too much is at stake—and far too much
has been accomplished—to make it sensible to
give way to any sense of frustration. The mutual-
ity of interest of borrowers and lenders in con-
structive approaches is as strong as ever.

It is difficult—I think impossible—to deny the
simple proposition that the debt problem, as so
many others, must be resolved in a framework of
growth. The corollary is that sustainable growth
requires both financial discipline and structural
changes. And none of that is likely to proceed for
long unless developing countries are able to
defend and maintain their creditworthiness and
access to the markets of world finance as well as
goods.

The question is whether we can find the will
and the means to act upon those propositions
with the necessary sense of conviction and ur-
gency. That is why we stand at a kind of water-
shed. Business as usual clearly will not be good
enough. And the whole structure of economic
and financial relationships between the United
States and other industrialized countries and
Latin American will be affected, for better or
worse.

Crisis serves a constructive purpose when it
galvanizes constructive responses. | believe the
so-called Baker Initiative can, and does, provide
a kind of rallying point for that effort, not be-
cause it is a precise plan ‘‘made in the USA” but

because it captures the essence of much of the
thinking emerging in many parts of the world—
developed and developing—over recent years.

The approach recognizes that success can only
lie in a mutual, cooperative effort to achieve
growth. The borrowing countries must indeed
*‘adjust’’~—adjust not just in the sense of effec-
tive fiscal, monetary, and exchange rate policies,
but ‘‘adjust” in the sense of encouraging more
competitive, investment-oriented, and open
economies. Their industry must be capable of
attracting domestic and foreign savings, pene-
trating export markets, and meeting the needs of
growing populations at home. All of that depends
on productivity growth.

The returns available in growing, productive
economies can, in turn, justify raising abroad
some margin of the credit and capital needed to
support growth, Reasonable needs can be met
through a combination of official and private
resources, drawing on the World Bank and other
development institutions and the commercial
banks around the world with so much at stake.
Moreover, in reasonably favorable world eco-
nomic circumstances, those additional credits
can be consistent with falling debt service ratios
and declines in bank exposure relative to capital,
just as in the past four years.

None of that provides a fixed formula or a
standard cookbook for dealing with the specific
problems of individual borrowing countries, each
with its unique history and economic situation.
But it does provide a broad framework within
which individual cases can be discussed, detailed
approaches developed, financing negotiated, and
the plans implemented.

The approach won’t work unless it is convinc-
ing to the leaders of the borrowing countries
themselves, consistent with the way they come
to assess their own priorities, and capable of
commanding the support of their people. Those
countries must be willing to work toward more
efficient, competitive, and open economies.
They can improve the climate for investment,
whether by their own citizens or from abroad.
Pricing policies of state enterprises can be made
more economic, and those enterprises can be
sold, reduced in scope, or shut down when the
job can be better done in the private sector.
Barriers to trade, including imports, can be re-
duced and rationalized, in part to support the
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competitiveness of exports. And inefficiencies in
financial systems can be attacked.

The needed measures sometimes go against
the grain of much of postwar history in certain
countries, and against the grain of established
political systems. Suspicions abound—fear of
invasion of domestic markets by international
companies, concern about foreign or private
domination of key national industries, a breaking
down of bureaucratic control. Long-cherished
concepts about the proper role of the state are
challenged.

But the basic ideas and motivations are, of
course, quite different-—to promote the efficien-
cy, the capital formation, and the use of technol-
ogy upon which competitiveness and growth
rest. What is encouraging is how widely these
ideas are recognized among leaders in Latin
America and elsewhere. Inevitably, the pace of
change is conditioned by their own experience
and realities. Vested interests are tempted to
respond with nationalistic rhetoric. But one sim-
ple truth has been increasingly widely recog-
nized: in today’s world, no single country is
likely to prosper and grow without being an
effective part of the larger world community,
with good credit standing, access to world capital
markets, the capacity and incentive to export,
and financial stability.

Success will remain dependent on a coopera-
tive approach, with necessary external financing
available to support growth and adjustment. The
Bank and the Fund will remain focal points in
that process.

For its part, the World Bank has moved quick-
ly since last fall to play an expanded role. A
number of important negotiations are in various
stages with Mexico, Argentina, Ecuador, Colom-
bia, the lvory Coast, and others—more than I
might have thought likely six months earlier. The
Bank's ability to respond effectively reflects both
already established criteria for supporting the
structural adjustment process and its consider-
able experience in such areas as trade, energy,
financial institutions, and rural development.
The negotiations for structural reform in these
and other arcas have also had the benefit of
consultation with the Fund, helping ensure that
Bank-supported sectoral programs are consistent
with the country’s overall macroeconomic re-
quirements and priorities. Moreover, some of the

World Bank programs and loans should provide
opportunities for parallel or cofinancing by oth-
ers, including commercial banks.

Amidst all the difficulties, there is some danger
of losing sight of how much the approach of
individual countries, their stated policies, and
public attitudes, has changed. Mexico is only one
example of a country undertaking some impor-
tant reforms of trade policies—a process reflect-
ed in its long-debated decision to join General
Agreement on Tariffs and Trade (GATT). We
have seen sales or closings of some state enter-
prises. Rationalization of price and regulatory
systems in the agricultural and financial sectors
is proceeding.

More immediately, most of the major borrow-
ers have encouraged the development of more
realistic exchange rates, providing a competitive
base for future export-led growth. Notably, Ar-
gentina, Bolivia, and Brazil have embarked since
mid-1985 upon bold domestic programs to disin-
flate and de-index their economies.

Commercial banks have made clear their
broad support for the broad concepts of the
Baker Initiative. But their willingness and ability
to mobilize additional financing quickly once a
borrower has developed a policy program and
received general international endorsement has
not been tested. Within the general framework of
market criteria and covering costs, there may
also be room for exploring innovative techniques
in new borrowing arrangements to take more
account of the uncertainties of oil prices or
interest rates,

All of these considerations and propositions
are, and will be, tested in the case of Mexico. Its
problems are unique and severe; the decline in
oil prices and production has reduced its national
income significantly, reduced government reve-
nues by as much as 4 percent of its GNP, and cut
exports by about a third of last year’s total.
Obviously, strong and effective internal mea-
sures to deal with those losses are required, but
in the best of circumstances the necessary ad-
justments will take time.

Some delay in response was perhaps inevita-
ble, given the abruptness and the nature of the
changed circumstances. But 1 remain hopeful
that efforts both in Mexico and elsewhere to
develop a coherent, effective response, with ade-
quate external financing, will soon bear fruit.
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A lot is at stake, not just because Mexico is a
large country immediately on our border, with
very large debts. Success in providing a base for
new hope among the Mexican people, in laying
the groundwork for renewed growth next year,
and in maintaining creditworthiness and access
to world financial markets will encourage other
countries in their efforts. If, in contrast, we
collectively falter in that effort, the progress of
others will be undermined.

In Mexico, as elsewhere, success in making
effective use of its own savings and capital will
be crucial. The massive capital flight from a
number of Latin American countries during the
late 1970s and the early 1980s greatly added to
their needs for external borrowing.

While the data have to be interpreted with
great caution, the evidence suggests that capital
flight has receded somewhat in more recent
years. Indeed, in several countries, indirect evi-
dence suggests rather dramatic improvement,
Even in Mexico, where credit policies have been
very restrictive, there are signs of some reversal
this year.

1 do not refer to this evidence with any sense
of complacency. Extremely tight money is not a
long-term answer, and we are a considerable way
from a point where we can say, with confidence,
that a constructive, self-sustaining process of
growth and development is under way among
most or all of the borrowers, that their access to
external credit is restored, or that fully effective
use is being made of domestic savings.

Behind all those particulars about where we
stand with respect to the international debt prob-
lem, a still larger question remains: Will the
global environment be conducive to favorable
conditions, to strong markets, and to sustained
growth for the developing world?

One critical variable has been going right: The
level of world interest rates has receded marked-
ly, taking at least part of the sting out of the
collapse in oil prices. The London interbank
offered rate (LIBOR) rate to which most loan
agreements are keyed is more than 5% percent
below its mid-1984 level, and 1% percent below
the level as recently as December. Most loans
are denominated in dollars, so the decline in the
dollar exchange rate is aiso helpful to most
borrowers.

The major countries meeting in Tokyo last

month stated the importance that they attach to a
capital increase for the World Bank when appro-
priate. To facilitate private capital movements
toward the major borrowing countries, the new
Multilateral Investment Guarantee Agency
should, in time, facilitate increased flows of
direct investment. It is regrettable that congres-
sional support for that concept has lagged.

More particular actions can also help. For
example, export credit agencies of the Organiza-
tion for Economic Cooperation and Develop-
ment (OECD) countries, especially the U.S. Ex-
port-Import Bank, have been an important
source of support for the financing of trade flows
to the developing countries during this period of
financial uncertainty. The interruption to debt
service by the borrowers has, in some cases,
caused official agencies to go ‘‘off cover’ and
cease new lending to the country in question.
While in some cases such action may be justified,
it will also have perverse incentive effects in the
context of efforts to achieve constructive debt
restructuring. 1 hope that there is now more
general recognition of that fact,

Another obligation that we in the United
States, as well as other countries, must accept is
to restrain the forces of protectionism that ham-
per exports from developing countries to our
markets. With developing countries eager to
import what their resources can support, rising
exports to the industrialized countries also mean
more buying from us. Building the competitive
ability of borrowers to export, while reducing
unfair subsidies, is not a matter of stealing jobs
from our workers. It is a matter of participating
in, and sharing in the fruits of, growing two-way
trade.

But none of those areas is so fundamentally
important to developing countries over the next
several years as are the prospects for the sus-
tained growth of world markets. And that un-
avoidably raises a question of adjustment not just
by the borrowers but by the industrialized world.

The United States is in an expansion period
that has already been sustained longer than most
during the postwar era. The evidence is clear that
during most of this period it is our economy that
has been the principal motor for world expan-
sion. But in that process, serious international
imbalances have developed. And, partly as a
consequence, our own growth has slowed.
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In effect, over the past four years, the United
States, directly and indirectly, has provided a
disproportionate share of the incremental de-
mand to the world economy. We have made
room for most of the external adjustments of the
debtor countries as well. In fact, Japan and
Western Europe essentially have had no increase
in imports from Latin America since 1982, while
the United States has shared disproportionately
in reduced exports of manufactured goods to that
area.

The resultant strains are showing. I, for one,
do not believe that relying upon exchange rate
changes alone promises a simple and casy solu-
tion to the imbalances, however important it is
that we have now achieved a more competitive
exchange rate structure. Among other things, we
had better not forget that we are today the
world’s largest debtor, dependent on a continu-
ing large inflow of capital to finance our own
budget deficit, and that capital will not flow
freely without continuing confidence in our own
stability,

The implication is not, of course, that we
should stop growing, but that other strong coun-
tries, with little or no inflation, with excess
capacity and historically high unemployment,
and with very strong external positions, should
assume more of the leadership in providing the
impetus for world growth. Such adjustments do
not come easily—our long struggle with our
budget deficit is the most obvious case in point.
But that is the kind of mutually complementary
action that is required. And difficult as they may
be, we might keep in mind the adjustments
involved for us in the industrialized world do not
approach in relative magnitude those we expect
by the debtor countries.

We can ill afford to be cynical or defeatist
about all these efforts, difficult as they may be.
Too much hinges on our success, and I know of
no other approach that promises so much in
terms not just of economic success but harmoni-
ous political relationships with Latin America
and the developing world. O

Statement by William Taylor, Director, Division
of Banking Supervision and Regulation, Board
of Governors of the Federal Reserve System,
before the Subcommittee on International Fi-
nance and Monetary Policy of the Committee on
Banking, Housing, and Urban Affairs, U.S. Sen-
ate, June 25, 1986.

I appreciate the opportunity to testify before this
subcommittee today to discuss the impact that
the International Lending and Supervision Act of
1983 has had on international lending practices.
The subcommittee has requested our views on
whether the act has been an effective mechanism
in strengthening regulatory and banking prac-
tices regarding international lending. This topic
is an important one in light of the obvious lessons
of the past as well as of the continuing problems
that some countries are having in servicing their
external debt and the need to put in place con-
structive and cooperative solutions to those
problems. The initiatives that are now being
undertaken to assist developing countries to es-
tablish an economic framework that enhances

investment opportunities, encourages savings,
and ultimately strengthens the countries’ capa-
bility to attract capital and maintain servicing of
debt are particularly important to the achieve-
ment of a longer-term solution to the internation-
al debt problem.

My testimony will focus on the three broad
areas that the subcommittee has identified as of
most concern: (1) the effect of the act on interna-
tional lending practices and the international
debt situation, (2) any recommended changes to
the act, and (3) additional problems that need to
be resolved.

EFFECT OF THE INTERNATIONAL LENDING
AND SUPERVISION ACT
ON LENDING PRACTICES

The International Lending and Supervision Act
set out to achieve the goal of assuring that the
financial health and stability of the U.S. banking
system would not be adversely affected or threat-
ened by imprudent lending practices or inade-
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quate bank supervision. This goal was to be
accomplished by strengthening bank capital, by
improving the bank regulatory framework, and
by encouraging better coordination among inter-
national bank regulatory authoritics. Although
we continue our efforts in all three areas, it is my
view that significant progress has been made.
Primary bank capital, including loan-loss re-
serves, has increased beyond the minimum
guidelines set by the bank regulatory agencies.
Discipline in international lending has been rein-
forced not only by implementing the mandated
regulations concerning reserves, accounting for
fee income, and reviewing bank-originated loan
evaluations but also by enhancing regulatory
oversight over transfer risk, instituting more
frequent examinations of large banks, and con-
ducting periodic meetings with boards of direc-
tors to reinforce examination and supervisory
assessments.

Perhaps the most dramatic progress made
since the passage of the act has been in the area
of capital adequacy. The act required the federal
bank regulatory agencies to ensure that banks
achieve and maintain adequate capital. Since
year-end 1983, the capital of the nation’s 10
largest banking organizations has increased al-
most 20 percent. Since year-end 1981, primary
capital for this group increased more than 50
percent. In dollar terms the figures are equally
impressive, with a total of more than $25 billion
having been issued by this group since 1981.
Although not as dramatic, substantial increases
in primary capital have been achieved by the
regional banks, and the average primary capital
ratio of the 50 largest banking organizations in
this country is well above the minimum required
by the regulators. Capital augmentation in the
banking system continues, and almost all banks
with high loan exposures to developing countries
have raised primary capital significantly relative
to those exposures. The attached chart displays
graphically the progress made in reducing loan
exposure to non-OPEC developing countries rel-
ative to capital for the 9 money center banks and
15 other large banks.! At the beginning of the
debt crisis in June 1982, exposure of the 9 money

1. The attachment to this statement is available on request
from Publications Services, Board of Governors of the Feder-
al Reserve System, Washington, D.C. 20551.

center banks to non-OPEC developing countries
represented 227 percent of combined capital. As
of December 1985 this exposure relative to capi-
tal had declined to 148 percent. The progress
made by 15 other large banks is even more
dramatic, with exposure of combined capital
falling from 162 percent in June 1982 to 91
percent by December 1985. This decline in expo-
sure relative to capital has occurred even though
modest amounts of new loans have been made to
some developing countries.

The act also required the Board of Governors
to work toward encouraging governments, cen-
tral banks, and foreign bank regulatory agencies
to maintain and, when appropriate, strengthen
the capital base of all banking institutions in-
volved in international lending. This requirement
is more difficult to achieve than raising capital
standards in the United States, with the most
complex problem being agreement upon a com-
mon worldwide definition of capital. Neverthe-
less, advances have been made in focusing su-
pervisory attention worldwide on the issue of
raising capital adequacy standards. The Basle
Committee on Banking Regulations and Supervi-
sory Practices of the Bank for International
Settlements has recognized the need to continue
to encourage incremental capital increases, to
promote the use of a risk-based system when
measuring capital adequacy, and to ensure full
consolidation of all significant entities in assess-
ing capital adequacy.

Large U.S. banks have increased capital, in
part, in recognition of the increased risk in
international lending. Banks in other countries
have raised their loan reserves, which are often-
times not disclosed, as the preferred method to
recognize the increased risk. We believe, howev-
er, that most countries have reacted properly by
encouraging banks to increase either published
capital or to increase loan-loss reserves,

Besides the capital provisions, the act required
the federal bank regulatory agencies to strength-
en the supervision of international lending by
instituting a series of regulations designed to
require banks to establish and maintain special
reserves on problem international assets, to
force banks to account better for fee income, and
to enhance the reporting and disclosure of inter-
national lending.

The first main step taken by the bank regula-
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tory authorities to implement these regulations
was to initiate a procedure to recognize the
reduction in the carrying value of loans to inter-
national borrowers in countries that are seriously
delinquent and have not taken adequate mea-
sures to restore repayment prospects through
economic adjustment. Banks whose borrowers
are in countries that fall in this category have
their loans written down in value through a
prescribed formula by use of an ‘‘Allocated
Transfer Risk Reserve’’ (ATRR). This process
permits an orderly adjustment in carrying value
for transfer risk on those countries in which
economic adjustment has not been followed or
has not been successful.

At the same time, the procedures for evalua-
tion and classification of transfer risk within the
banking system were also reviewed and, in my
view, strengthened. The three regulatory agen-
cies issued a joint statement on examination
treatment of international loans shortly after the
International Lending Supervision Act was
passed. The enhancement announced by the
regulatory authorities at that time included new
definitions for transfer risk classifications and
the identification of a category of international
loans called *‘Other Transfer Risk Problems.”
These loans represent exposures to countries
that have had difficulty meeting fully their exter-
nal debt service obligations but are taking posi-
tive steps to restore debt service through eco-
nomic adjustment measures. While not
considered in the same magnitude of risk as a
classified credit, examiners, nevertheless, con-
sider the total exposure to these countries cate-
gorized as ‘‘Other Transfer Risk Problems’ in
assessing asset quality and the adequacy of re-
serves and capital.

The final regulations concerning accounting
for fee income under restructured loans were
also issued. These regulations had the desired
effect of reducing the opportunity for banks to
enhance up-front fee income to the disadvantage
of developed countries needing to restructure.
These guidelines for recognizing loan fee income
were eventually adopted by the accounting pro-
fession with only modest changes. In 1983, the
fees associated with a restructuring where new
money was involved averaged 1% percent. The
same fees now range in the neighborhood of %2
percent.

In summary, the International Lending Super-
vision Act has served as a catalyst in increasing
banks’ capital and has had the effect of tightening
supervisory standards over international lending
practices.

DOES THE ACT NEED TO BE AMENDED?

The act itself contains sufficient latitude to issue
and amend regulations at the federal banking
agencies’ discretion. Therefore, the Board would
not recommend amendments to the International
Lending Supervision Act at this time.

ADDITIONAL PROBLEMS
THAT NEED BE RESOLVED

There has been progress in the debt situation
over the past four years. The banking system’s
relative exposure to developing countries has
moderated. Capital and loan-loss reserves have
been bolstered, and the countries themselves
have instituted needed changes that are designed
to encourage growth and strengthen capital accu-
mulation.

The regulatory agencies will need to continue
to work with all interested parties in an effort to
arrive at constructive solutions to remaining
problems. The regulatory agencies need to con-
tinue to encourage thoughtful approaches devel-
oped by the banking system, governments, and
international agencies, and must work with these
ideas to fit them in the context of prudential
standards of safety and soundness.

Despite the achievements attained to date,
however, problems obviously remain. The slide
in oil prices has taken its toll, not only on
Mexico, but also on other oil-exporting countries
as well. On the other hand, lower oil prices will
provide relief for most other developing coun-
tries. The extent and magnitude of capital flight
continues to puzzle observers, with wide dispari-
ties between figures quoted. After four years, the
world’s banking system has still not yet returned
to voluntary lending to developing countries.

The conundrums posed would seem to argue
for continuing the patient approach of the past.
The Baker Initiative provides the framework to
sustain the orderly flow of capital to developing
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countries undertaking progress in adjusting their
economies. The regulatory authorities continue
to encourage capital augmentation in the U.S.
banking system and continue to raise the issue of
harmonizing capital standards among other

countries. The U.S. and other banking systems
are reserving for countries that are not making
adequate economic adjustments. Progress, while
perhaps slow in the minds of some, is being
made. O
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Announcements

NOMINATIONS SOUGHT FOR
APPOINTMENTS TO
CONSUMER ADVISORY COUNCIL

The Federal Reserve Board announced that it is
seeking nominations of qualified individuals for
seven new appointments to its Consumer Advis-
ory Council to serve three-year terms beginning
in January 1987,

The Council, established by Congress in 1976,
advises the Board on the exercise of its responsi-
bilities under the Consumer Credit Protection
Act and on other matters on which the Board
seeks its advice. The Council meets three times a
year.

Nominations should be submitted in writing to
Dolores S. Smith, Assistant Director, Division of
Consumer and Community Affairs, Board of
Governors of the Federal Reserve System,
Washington, D.C. 20551. Nominations must be
received no later than August 22, 1986.

Nominations should include the name, ad-
dress, and telephone number of the nominee. In
addition, information about past and present
positions held, special knowledge, interests or
experience related to consumer credit or other
consumer financial services should be included.

AMENDMENTS TO REGULATION J

The Federal Reserve Board has adopted amend-
ments to Regulation J (Check Collection and
Transfers of Funds) concerning the reduction
and reallocation of check float and the collection
of foreign checks as well as some technical
changes. In addition, the Board modified its
automated clearinghouse (ACH) procedures and
adopted a standard holiday schedule for Reserve
Banks.

One amendment to Regulation J, effective Jan-
vary 1, 1987, requires paying banks that volun-
tarily close on nonstandard holidays to pay for

checks made available to them on those days, or
the paying banks may elect to pay the Reserve
Bank for the value of the float that occurs.

Other changes to the regulation would permit
Reserve Banks to collect checks drawn on banks
located in foreign countries. This service will be
provided on a limited basis. The technical
changes relate primarily to a Reserve Bank's
liabilities regarding check collection and wire
transfers of funds.

To reduce and reallocate ACH float generated
from nonstandard holidays, the Board adopted
modifications to Reserve Bank automated clear-
inghouse procedures, effective April 1, 1987. In
addition, the Board approved a standard holiday
schedule for the Reserve Banks to follow. Effec-
tive January 1, 1987, all Reserve Banks will be
closed on the 10 national holidays.

PROPOSED ACTION

The Federal Reserve Board has published for
public comment a proposal to provide third-party
payment information over Fedwire in a standard
format. Comment is requested by August 11,
1986.

REVISIONS TO MONEY STOCK DATA

Measures of the money stock were revised in
March of this year to include annual benchmark
and seasonal factor changes. Data in tables 1,10
and 1.21 in the statistical appendix to the BULLE-
TIN reflected these changes beginning with the
issue for April 1986.

Deposits were benchmarked to recent call
reports, and repurchase agreements (RPs) were
benchmarked to new quarterly and annual sur-
veys. Revisions to seasonal factors were based
on the X-11-ARIMA procedure used in recent
years. As in the past the nontransaction (or non-
M1) part of M2 and the non-M2 part of M3 were
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1. Seasonal factors used to construct M1, M2 and M3, monthly, 1985-86

Nonbank . Nontransaction components
Year and month Currency travelers Tgansaqtncl)n Dema 1]
checks eposits deposits M2 M3 only
1985—January ..............0eeees 9919 9331 1.0181 1.0232 1.0010 9984
February ...........c..ooieven 9868 9417 9797 9738 1.0022 .9986
9906 .9481 9868 9782 1.0047 9981
.9955 .9529 1.0173 1.0111 1.0014 9958
9998 .9748 .9860 .9826 .9990 1.0032
1.0043 1.0482 1.0019 1.0016 1.0000 .9972
1.0089 1.1269 1.0027 1.0054 1.0008 .9880
1.0050 1.1220 9900 9899 9991 1.0006
.9989 1.0655 .9942 .9950 .9968 1.0032
.9984 1.0050 9958 9985 9986 1.0026
November. .. 1.0056 9531 1.0020 1.0046 .9983 1.008]
December 1.0146 9311 1.0249 1.0358 9973 1.0072
1986—January ............oooiiiiiinns 9917 9317 1.0181 1.0233 1.0013 .9984
February ..................c.... .9868 .9404 .9797 9735 1.0026 .9980
March............oin e, 9906 .9469 .9870 9779 1.0051 .9974
April. ..o .9954 .9529 1.0168 1.0109 1.0015 9953
May ... 9997 .9748 9860 .9825 9989 1.0034
June ... 1.0043 1.0476 1.0028 1.0025 9999 9977
July. oo 1.0090 1.1287 1.0027 1.0059 1.0008 .9885
AUBUSE . oo 1.0051 1.1240 .9906 .9503 .9990 .9998
September...................... 9990 1.0656 9948 .9954 9966 1.0030
October ..........cociiiuinnnen 9985 1.0042 9950 9977 .9984 1.0029
November...................... 1.0056 .9527 1.0015 1.0039 9982 1.0084
December ................. .0 1.0145 .9308 1.0248 1.0360 9974 1.0074
1987—January ..........ooociiiiiienn 9916 9310 1.0182 1.0233 1.0014 .9984
February ................oooenn .9867 .9398 .9797 9735 1.0028 .9978
March.. . ... 9905 .9465 9871 9177 1.0053 9973

1. Factors for transaction deposits are used to seasonally adjust the
sum of demand deposits and other checkable deposits. Seasonally

adjusted other checkable deposits are derived as the difference

2. Seasonal factors for selected components of the monetary aggregates, monthly, 1985-86

between seasonally adjusted transaction deposits and seasonally
adjusted demand deposits.

; io T ; Experimental (model-based)
Commercial bank deposits Thrift institution deposits factors for M1
Year and month I S
Small- Large- Small- Large-
; ; : : Nonbank Trans-
Savings d;:gg: d::t??r: Savings dﬁ:gg:]' d::gg:" Currency tra;‘vel:rs dactiqn
time time time time checks epOsits
1985—January ....... .9942 1.0000 ,9968 9978 1.0058 1.0058 .9942 9331 1.0192
February .. .... L9907 9978 9973 .9963 1.0031 1.0073 9880 9417 .9776
March......... .9964 9960 1.0025 1.0032 .9980 9994 9907 19481 9817
April.......... 1.0056 9914 .9886 1.0058 9951 9941 .9961 .9529 1.0134
May .......... 1.0050 9936 9970 1.0044 9929 9961 .9998 .9748 9835
June .......... 1.0094 9970 .9935 1.0038 9945 9963 1.0029 1.0482 9990
July........... 1.0118 .9995 9961 1.0045 9986 .9925 1.0085 1.1269 1.0000
August........ 1.0025 1.0051 1.0019 9941 9991 9989 1.0051 1.1220 9907
September. . ... 977 1.0064 1.0074 .9947 9995 1.0000 9980 1.0655 9980
October ....... 1.0011 1.0073 1.0088 1.0024 1.0057 1.0025 .9999 1.0050 1.0011
November ... .. .9964 1.0052 1.0056 1.0000 1.0054 1.0051 1.0067 9531 1.0077
December ..... 9927 1.0019 1.0064 .9954 1.0030 1.0028 1.0174 9311 1.0286
1986-January ....... 9933 .9999 9961 19973 1.0064 1.0052 .9940 9317 1.0198
February ....., .9892 9973 9962 9953 1.0035 1.0058 9879 .9404 9769
March......... .9942 9954 1.0019 1.0018 9978 9988 9906 9469 9806
April...... ... 1.0047 9910 9879 1.0052 .9945 9941 .9966 9529 1.0154
May .......... 1.0043 9934 9975 1.0043 9923 9970 9994 9748 9829
June .......... 1.0095 9971 9940 1.0035 9942 9971 1.0027 1.0476 9977
July........... 1.0127 9996 9962 1.0048 9981 9936 1.0089 1.1287 1.0019
August........ 1.0035 1.0051 1.0012 9944 9987 9994 1.0050 1.1240 9900
September. . ... .9984 1.0068 1.0075 9951 9996 .9997 .9984 1.0656 9980
October ....... 1.0020 1.0073 1.0097 1.0033 1.0058 1.0022 .9995 1.0042 1.0017
November. .. .. .9970 1.0053 1.0062 1.0006 1.0058 1.0046 1.0068 9527 1.0071
December . ... 9928 1.0023 1.0064 9954 1.0035 1.0025 1.0175 .9308 1.0286
1987—January ....... 9928 9999 9957 9969 1.0067 1.0049 9937 9310 1.0203
February ...... 9883 9970 9957 .9948 1.0035 1.0054 9879 .9398 9765
March......... 9929 9951 1.0019 1.0010 9977 9987 9910 9465 9807
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3. Seasonal factors for selected components of the monetary aggregates, weekly, December 1985-March 1987

Commercial bank deposits
Week ending Currency T;‘;:Zascig?n (ﬁ;';‘;'t‘ﬁ ) Small- Large-
Savings denomination | denomination

time time

1985—December 2............... | 1.0072 1.0071 1.0148 9941 1.0039 1.0069
9 1.0164 1.0252 1.0248 .9962 1.0036 1.0084

16 .0 1.0126 1.0212 1.0291 .9934 1.0020 1.0080

b I 1.0216 1.0189 1.0305 9898 1.0006 1.0053
0. 1.0130 1.0279 1.0488 9897 1.0008 1.0048
1986—January 6. 1.0068 1.0708 1.0909 9985 1.0009 1.0072
)& I 9978 1.0403 1.0466 9960 1.0006 9978
200 .9903 1.0143 1.0161 9927 1.0005 9930

27 e 9804 9777 9769 .9893 .9989 9911

February 3............... 9827 .9879 .9848 9885 9980 9904
0.0 .9920 9877 9794 9909 9980 9941
170000, 9900 .9794 9767 .9897 9971 9959
4. 9808 9664 .9594 9875 .9966 9984

March [ 9854 .9833 9742 .9888 9974 1.0006
0. 9955 .9953 9849 9917 9967 1.0022

17, i 9921 9885 .9806 9922 9958 1.0003

24 .. 9874 9737 9619 9941 9946 1.0033
3 9858 9843 9782 1.0011 9936 1.0026

April 1.0033 1.0243 1.0171 1.0110 9908 994}
1.0018 1.0344 1.0268 1.0066 9898 9883

19949 1.0292 1.0216 1.0019 9918 9829

.9868 19904 9872 .9994 9912 9863

May S 9975 1.0000 .9966 1.0036 .9920 L9884
12,0000 1.0030 .9930 9896 1.0050 9925 .9934

)3 BN 9990 9882 9879 1.0047 9930 9975
26 9978 9640 9573 1.0025 9942 1.0046

June 2 .9959 9919 9911 1.0063 9951 1.0023
1.0105 1.0155 1.0102 1.0112 9972 .9968

1.0055 1.0110 1.0099 1.0106 9972 .9920

1.0011 9884 9854 1.0079 .9969 .9891

1.0003 9921 9992 1.0092 9978 9955

July T 1.0210 1.0259 1.0299 1.0164 9972 19933
M. 1.0145 1.0187 1.0233 1.0165 9981 9932
20 1.0082 9972 1.0005 1.0125 9998 9966
28 1.0002 9770 9779 1.0075 1.0018 {.0005

August 1.0069 1.0052 1.0057 1.0078 1.0030 9990
1.0117 1.0021 1.0011 1.0072 1.0042 .9990

1.0051 9953 .9989 1.0040 1.0052 .9994

9971 9734 .9707 1.0015 1.0059 1.0024

September 9986 .9793 9779 .9983 1.0067 1.0057
1.0089 1.0112 1.0104 1.0010 1.0069 1.0054

1.0036 1.0112 1.0137 19992 1.0066 1.0042

.9963 9813 9801 .9961 1.0071 1.0075

.9890 9715 .9740 9965 1.0066 1.0124

October [ 1.0022 1.0034 1.0036 1.0044 1.0071 1.0139
B 1.0055 1.0056 1.0071 1.005] 1.0084 1.0131
2000 .9982 1.0009 1.0077 1.0026 1.0074 1.0101

27 9908 9744 9760 9980 1.0066 1.0065

November 3............... 9969 1.0015 1.0057 9991 1.0068 1.0025
1 1.0090 1.0038 1.0014 9989 1.0069 1.0045

1.0055 1.0082 1.0131 9977 1.0051 1.0048

1.0011 9886 9902 9956 1.0044 1.0091

December 1............... 1.0069 1.0050 1.0121 9945 1.0041 1.0084
8. 1.0166 1.0234 1.0238 9973 1.0041 1.0074
1S 1.0138 1.0213 1.0287 9941 1.0030 1.0079
2. 1.0196 1.0205 1.0329 .9890 1.0022 1.0052

29 . 1.0144 1.0234 1.0438 .9893 1.0001 1.0042

1. Factors for transaction deposits are used to seasonally adjust the between seasonally adjusted transaction deposits and seasonally
sum of demand deposits and other checkable deposits. Seasonally adjusted demand deposits.

adjusted other checkable deposits are derived as the difference
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3. Continued

. Transaction
Week ending Currency deposits!
1987—January S 1.0049 1.0686
12000000 9996 1.0426
9. e, 9910 1.0174
26. ... 9818 .9824
February 2............... L9808 .9863
| 9915 .988]
16............... .9903 9807
23 e 9822 .9680
March 9838 .9806
9956 9959
19932 9915
9890 9774
9854 9758
April 6 ..o 1.0012 1.0140

Commercial bank deposits
Demand B
deposits! - Small- Large-
Savings denomination | denomination
time time
1.0897 9973 1.0007 1.0082
1.0505 9969 1.0006 9967
1.0207 9929 1.0007 9932
9815 .9893 9993 9912
9859 9872 9979 .9920
.9819 9897 9977 .9940
9768 9889 9967 .9950
9592 9875 9962 9967
9723 9873 9970 9992
9849 9909 9964 1.0015
9840 9920 9959 1.0004
9654 9930 9947 1.0029
9666 9957 9936 1.0045
1.0029 1.0036 9909 .9966

For note, see preceding page.

seasonally adjusted as aggregates, rather than
being built up from seasonally adjusted compo-
nents.

More detail on the revisions is available on the
H.6 release, ‘‘Money Stock, Liquid Assets and
Debt Measures’’ for February 13, 1986. Histori-
cal data are available from the Banking Section,
Division of Research and Statistics, Board of
Governors of the Federal Reserve System,
Washington, D.C. 20551.

CHANGES IN BOARD STAFF

The Board of Governors announced the follow-
ing changes in its official staff in the Office of
Staff Director for Monetary and Financial Policy:

Stephen H. Axilrod, Staff Director, retired,
effective June 30, 1986.

Stanley J. Sigel, Assistant to the Board, re-
tired, effective June 30, 1986.

SYSTEM MEMBERSHIP:
ADMISSION OF STATE BANKS

The following banks were admitted to member-
ship in the Federal Reserve System during the
period June 1 through June 30, 1986:

Maryland

Bel Air ................. Commercial Bank
Oklahoma

Oklahoma City.............. Bankers Bank
Pennsylvania

Philadelphia............. Constitution Bank

West Chester

Freedom Valley Bank



573

Legal Developments

AMENDMENTS TO REGULATION J

The Board of Governors is amending its Regulation J,
Collection of Checks and Other Items and Wire Trans-
fers of Funds, to:
(1) permit the owner of a check or other item who is
allegedly injured by a Reserve Bank’s alleged failure to
exercise ordinary care or act in good faith in collecting
an item to bring an action against the Reserve Bank,
regardless of whether that person is a ‘‘sender” as
defined in Regulation J;
(2) establish, beginning on January 1, 1990, a two-year
limitation period for actions against a Reserve Bank
for alleged mishandling of items under subpart A or
wire transfer items or requests under subpart B, and,
beginning August 1, 1986, a two-year limitation period
for actions against paying banks for failure to comply
with the notification of nonpayment requirements of
subpart A;
(3) permit Reserve Banks to require any prior indorser
to defend a breach of indorsement warranty suit even
if the Reserve Bank has not been sued directly;
(4) authorize Reserve Banks to collect instruments
drawn on payors located in foreign countries;
(5) clarify that Reserve Banks are not liable for conse-
quential damages in handling wire transfers of funds;
(6) add the Commonwealth of the Northern Mariana
Islands to the Twelfth District for collection purposes;
(7) adopt the definitions of the Uniform Commercial
Code for terms that are used but not defined in
Regulation J;
(8) effective January 1, 1987, require paying banks
that close voluntarily on days that are banking days for
their Reserve Banks to pay on such days for cash
items that Reserve Banks make available to them on
such days;
(9) make permanent in slightly modified form the
temporary amendment adopted on October 3, 1985,
creating a standard holiday schedule to be applied to
Regulation I’s notification of nonpayment provision.
Effective June 6, 1986, the Board amends 12 C.F.R.
Part 210 as follows:

Part 210—Collection of Checks and Other
ltems and Wire Transfers of Funds

1. The authority citation of 12 C.F.R. Part 210 contin-
ues to read as follows:

Authority: 12 U.S.C. § 342; 12 U.S.C. § 248(i);
12 U.S.C. §§ 284(0) and 360; 12 U.S.C. § 464,

2. Section 210.2 is amended by adding a new undesig-
nated paragraph to the end of section 210.2 and by
revising footnote 1, as follows:

Section 210.2—Definitions

* * * * *

Unless the context otherwise requires, the terms not
defined herein have the meanings set forth in the
Uniform Commercial Code.

* ok w Kk K

1. For purpose of this subpart, the Virgin Islands and Puerto Rico
are deemed to be in the Second District, and Guam, American Samoa,
and the Northern Mariana Islands in the Twelfth District.

3. Section 210.3 is amended by adding a new para-
graph (e) to read as follows:

Section 210.3—General Provisions
* * * * *

(e) Foreign items. A Reserve Bank also may receive
and handle certain items payable outside a Federal
Reserve District, as provided in its operating circulars.
The handling of such items in a state is governed by
this subpart, and the handling of such items outside a
state is governed by the local law.

4. Section 210.5(a)2), (b), and (c) are revised as
follows:

Section 210.5—Sender’s Agreement; Recovery
by Reserve Bank

(a) % kK

(2) warrants to each Reserve Bank handling the

item that:
(i) the sender has good title to the item or is
authorized to obtain payment on behalf of one
who has good title (whether or not this warranty is
evidenced by the sender’s express guaranty of
prior indorsements on the item); and
(ii) to the extent prescribed by state law applica-
ble to a Reserve Bank or subsequent collecting
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bank handling the item, the item has not been
materially altered; but this subparagraph (a)(2)
does not limit any warranty by a sender or other
prior party arising under state law; and

* ook ok Kk ok

(b) Recovery by Reserve Bank. If an action or pro-

ceeding is brought against (or if defense is tendered to)

a Reserve Bank that has handled an item, based on:
(1) the alleged failure of the sender to have the
authority to make the warranty and agreement in
subparagraph (a)(1) of this section;
(2) any action by the Reserve Bank within the scope
of its authority in handling the item; or
(3) any warranty made by the Reserve Bank under
section 210.6(b) of this subpart, the Reserve Bank
may, upon entry of a final judgment or decree,
recover from the sender the amount of attorneys’
fees and other expenses of litigation incurred, as
well as any amount the Reserve Bank is required to
pay because of the judgment or decree or the tender
of defense, together with interest thereon.

(c) Methods of recovery. The Reserve Bank may
recover the amount stated in paragraph (b) of this
section by charging any account on its books that is
maintained or used by the sender (or if the sender is
another Reserve Bank, by entering a charge against
the other Reserve Bank through the Interdistrict Set-
tiement Fund), if:

(1) the Reserve Bank made seasonable written de-

mand on the sender to assume defense of the action

or proceeding; and

(2) the sender has not made any other arrangement

for payment that is acceptable to the Reserve Bank.

The Reserve Bank is not responsible for defending
the action or proceeding before using this method of
recovery. A Reserve Bank that has been charged
through the Interdistrict Settlement Fund may recover
from its sender in the manner and under the circum-
stances set forth in this paragraph. A Reserve Bank’s
failure to avail itself of the remedy provided in this
paragraph does not prejudice its enforcement in any
other manner of the indemnity agreement referred to
in subparagraph (a)(3) of this section.

5. Section 210.6(a)(1) is revised, and, effective January
1, 1990, new paragraph (c) is added as set forth below:

Section 210.6—Status, Warranties, and
Liability of Reserve Bank

(a)(1) Starus and liability. A Reserve Bank shall act
only as agent or subagent of the owner in respect of
an item. This agency terminates not later than the

time the Reserve Bank receives payment for the
item in actually and finally collected funds and
makes the proceeds available for use by the sender.
A Reserve Bank shall not have or assume any
liability in respect of an item or its proceeds except
for the Reserve Bank’s own lack of good faith or
failure to exercise ordinary care and except as
provided in paragraph (b) of this section.

* * * * *

(¢) Time for commencing action against Reserve
Bank. A claim against a Reserve Bank for lack of good
faith or failure to exercise ordinary care shall be barred
unless the action on the claim is commenced within
two years after the claim accrues. A claim accrues on
the date when a Reserve Bank's alleged failure to
exercise ordinary care or to act in good faith first
results in damages to the claimant.

6. Effective January 1, 1987, the last sentence of
section 210.9(a)(2) is revised to read as follows:

Section 210.9—Payment

* * * * *

(a) * * *
(2) * * * A paying bank that closes voluntarily on a
day that is a banking day for the Reserve Bank shall
either pay on that day by the close of the Reserve
Bank's banking day for cash items that the Reserve
Bank makes available to the paying bank on that
day, or compensate the Reserve Bank for the value
of the float associated with the items in accordance
with procedures provided in its Reserve Bank’s
operating circular; in such circumstances, the pay-
ing bank is not considered to receive the item until
its next banking day.

7. Section 210.12(c)(10) is revised and new subpara-
graph (c)(11) is added as set forth below:

Section 210.12—Return of Cash Items
* ok kX %

(©) * Kk ok
(10) The following days shall not be considered
banking days for purposes of the deadline for notice
of nonpayment: Saturdays and Sundays, January 1,
the third Monday in January, the third Monday in
February, the last Monday in May, July 4, the first
Monday in September, the second Monday in Octo-
ber, November 11, the fourth Thursday in Novem-
ber, and December 25. If January 1, July 4, Novem-
ber 11, or December 25 fall on a Sunday, the next
following Monday shall not be considered a banking
day for purposes of this subsection.
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(11) A claim for failure to comply with the require-
ments of this paragraph (c) is barred unless the
action on the claim is commenced within two years
after the date upon which the notice was required to
be received by the depositary bank.

8. Section 210.38(b) is revised as follows:

Section 210.38—Reserve Bank Liability
% * * * *

(b) Damages. A Reserve Bank is liable to its immedi-
ate transferor for a failure to credit the amount of a
transfer item or request to the transferee’s account
caused by a Reserve Bank’s failure to exercise ordi-
nary care or act in good faith. A Reserve Bank’s
liability for such a failure to credit is limited to
damages that are attributable directly and immediately
to the failure to credit, but does not include damages
that are attributable to the consequences of the failure
to credit, even if such consequences were foreseeable
at the time of such failure.

9. Effective January 1, 1990, paragraph 210.38(b) is
redesignated subparagraph (b)(1), and new subpara-
graph (b)(2) is added as follows:

Section 210.38—Reserve Bank Liability
* * * * *

(b) * %k ok

(2) A claim against a Reserve Bank for failure to
exercise ordinary care or to act in good faith shall be
barred unless the action on the claim is commenced
within two years after the claim accrues. A claim
accrues on the date a Reserve Bank’s alleged failure
to exercise ordinary care or to act in good faith first
results in damages to the claimant,

* * * * *

ORDERS ISSUED UNDER BANK HOLDING
COMPANY ACT, BANK MERGER, ACT BANK
SERVICE CORPORATION ACT, AND FEDERAL
RESERVE ACT

Orders Issued Under Section 3 of the
Bank Holding Company Act

Central-State Bancorp
Frankfort, Michigan

Order Approving Formation of a Bank Holding
Company

Central-State Bancorp, Inc., Frankfort, Michigan, has
applied for the Board’s approval under section 3(a)(1)

of the Bank Holding Company Act (‘‘BHC Act”)
(12 U.S.C. § 1842(a)(1)), to become a bank holding
company by acquiring State Savings Bank, Frankfort,
Michigan (**SS Bank’’) and Central State Bank, Beu-
lah, Michigan (‘*CS Bank"’).

Notice of the application, affording opportunity for
interested persons to submit comments, has been
given in accordance with section 3(b) of the BHC Act
(51 Federal Register 10,671 (March 28, 1986)). The
time for filing comments has expired, and the Board
has considered the application and all comments re-
ceived in light of the factors set forth in section 3(c) of
the BHC Act (12 U.S.C. § 1842(c)).

Applicant is a nonoperating corporation with no
subsidiaries, formed for the purpose of acquiring the
banks. SS Bank, with total deposits of $19.6 million,
and CS Bank, with total deposits of $16.7 million,
together represent less than 1 percent of the total
deposits in commercial banks in the state.! According-
ly, consummation of this proposal would not resuit in
any significant increase in the concentration of bank-
ing resources in Michigan.

CS Bank and SS Bank have been under common
control since 1979, when Mr. Harry C. Calcutt, who
would own the majority of Applicant’s shares, ac-
quired control over CS Bank. Thus, this proposal
represents merely a restructuring of Mr, Calcutt’s
ownership of the two banks and, as discussed below,
would not have any significant adverse effect on
competition in the relevant market. In analyzing the
competitive effects of a proposal such as this one,
involving banking organizations located in the same
market and under common control, the Board general-
ly considers the competitive effects of the transaction
whereby common control of the formerly competing
institutions was established.? In this case, however,
the United States District Court for the Western
District of Michigan, in a lawsuit brought against
Mr. Calcutt by the Antitrust Division of the Depart-
ment of Justice, examined the competitive aspects of
Mr. Calcutt’s acquisition of CS Bank in 1979, and
conciuded that the acquisition did not have any signifi-
cant anticompetitive effects.

The Department of Justice alleged that Mr. Calcutt’s
acquisition of CS Bank resulted in a restraint of trade
that violated section 1 of the Sherman Act, 15 U.S.C.
§ 1. The Department argued that the relevant product
market for analyzing the effect of the affiliation should
consist of transaction accounts and small business
loans and that the geographic market for these prod-
ucts was Benzie County, Michigan.

1. Banking data as of December 31, 1984,
2. See, Mid-Nebraska Bancshares, Inc. v. Board of Governors, 627
F.2d 26 (D.C. Cir. 1980).
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The district court determined that the relevant geo-
graphic market was Benzie County and Grand Tra-
verse County, Michigan, and that the product market
included ‘‘the cluster of services and products that
comprise the full range of services offered by commer-
cial banks.”’? Using these definitions, the court con-
cluded that Mr. Calcutt’s acquisition of CS Bank did
not result in a restraint of trade because the affiliation
of the two banks increased the Herfindahl-Hirschman
Index by only 21 points to 2161 and the combined
market share of the two banks was 6.4 percent.* In
addition, the court found no additional evidence to
support a finding that the acquisition was in violation
of the Sherman Act. The Justice Department has
appealed this decision to the United States Court of
Appeals for the Sixth Circuit, on the grounds that the
district court erred in its market definition. In the
event that the litigation results in a finding that the
original acquisition was significantly anticompetitive,
Applicant has committed to divest one of the two
banks.

The financial and managerial resources of Applicant
and Banks are satisfactory, especially in light of Appli-
cant’s commitment to inject additional capital into CS
Bank. Considerations relating to the convenience and
needs of the community are also consistent with
approval. Based on the foregoing and other facts of
record, the Board has determined that the proposed
acquisition is in the public interest and that the appli-
cation should be approved. On the basis of the record,
the application is approved for the reasons summa-
rized above.

The transaction shall not be consummated before
the thirtieth calendar day following the effective date
of this Order, or later 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 Chicago, pursuant to delegated au-
thority.

By order of the Board of Governors, effective
June 24, 1986.

Voting for this action: Chairman Volcker and Governors
Wallich, Rice, Angell, and Johnson. Abstaining from this
action: Governor Seger.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

3. United States v. Central Stare Bank, 621 F. Supp. 1276, 1291
(W.D. Mich. 1985), appeal docketed, No. 85-1832 (6th Cir. October
11, 1985).

4. Since 1979, the banks' market share has not increased signifi-
cantly.

Citizens Fidelity Corporation
Louisville, Kentucky

Order Approving Acquisition of a Bank Holding
Company and the Merger of Banks

Citizens Fidelity Corporation, Louisville, Kentucky, a
bank holding company within the meaning of the Bank
Holding Company Act (12 U.S.C. § 1841 et seq.
(**Act’")), has applied for the Board’s approval under
section 3 of the Act (12 U.S.C. § 1842) to acquire
Indiana Southern Financial Corporation, Sellersburg,
Indiana (“'ISFC’’), and thereby to acquire Indiana
Southern Bank, Sellersburg, Indiana (‘‘Seliersburg
Bank’’).! Sellersburg Bank also has applied for the
Board’s approval under the Bank Merger Act,
12 U.S.C. § 1828(c), to merge with United Bank of
Indiana, N.A., Clarksville, Indiana (‘“‘Clarksville
Bank’’), under the charter and name of Sellersburg
Bank.

Notice of the applications, affording interested per-
sons an opportunity to submit comments, has been
given in accordance with section 3(b) of the Act (51
Federal Register 12,566 (April 11, 1986)) and the Bank
Merger Act. As required by the Bank Merger Act,
reports on the competitive effects of the merger were
requested from the United States Attorney General,
the Comptroller of the Currency and the Federal
Deposit Insurance Corporation. The time for filing
comments has expired, and the Board has considered
the applications and all comments received in light of
the factors set forth in section 3(c) of the Act and the
Bank Merger Act.

Section 3 of the Act, 12 U.S.C. § 1842(d), the Doug-
las Amendment, prohibits the Board from approving
an application by a bank holding company to acquire a
bank located outside the holding company’s home
state,? unless such acquisition is ‘‘specifically autho-
rized by the statute laws of the state in which [the bank
to be acquired] is located by language to that effect and
not merely by implication.”’ Applicant’s home state is
Kentucky. The statute laws of Indiana authorize a
Kentucky bank holding company to acquire an Indiana
bank holding company if Kentucky law ‘‘permits
Indiana bank holding companies to acquire banks and
bank holding companies in that state’’ and would also

1. In connection with this application, CF Acquisition Corporation,
Evansville, Indiana, a subsidiary of Applicant, will merge with ISFC
and will liquidate upon consurnmation of the proposal.

2. A bank holding company’s home state for purposes of the
Douglas Amendment is that state in which the total deposits of its
banking subsidiaries were largest on July 1, 1966, or on the date it
became a bank holding company, whichever date is later. 12 U.S.C.
§ 1842(d).
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permit the acquiror Kentucky bank holding company
“to be acquired by the Indiana bank holding company

. sought to be acquired.” Ind. Code § 28-2-15-
18(¢) (effective January 1, 1986). The Board has previ-
ously found that Kentucky has by statute expressly
authorized an Indiana bank holding company to ac-
quire a Kentucky bank or bank holding company.? In
its determination, the Board concluded that the Indi-
ana and Kentucky statutes are reciprocal and autho-
rize banking acquisitions between the two states.
Accordingly, approval of Applicant’s proposal to ac-
quire the banks in Indiana is not barred by the Douglas
Amendment.

Applicant, the second largest commercial banking
organization in Kentucky, controls seven subsidiary
banks with total deposits of $2.4 billion, representing
10.6 percent of the total deposits in commercial banks
in the state.* Sellersburg Bank and Clarksville Bank
are among the smaller commercial banks in Indiana
and control deposits of $74.1 million and $43.5 million,
respectively, representing 0.2 and 0.1 percent of the
total deposits in commercial banks in Indiana. Upon
consummation of the proposed transactions, Appli-
cant would control the 63rd largest commercial bank in
Indiana, with total deposits of $117.6 million, repre-
senting 0.3 percent of the total deposits in commercial
banks in the state. Consummation of the proposal
would have no significant effect on the concentration
of banking resources in Indiana.

Applicant, Sellersburg Bank and Clarksville Bank
compete directly in the Louisville, Kentucky, banking
market.® Applicant is the second largest commercial
banking organization in the market, with total deposits
of $2.1 billion, representing 28.7 percent of the total
deposits in commercial banks in the market. Sellers-
burg Bank and Clarksville Bank are the ninth and
twelfth largest commercial banking organizations in
the market, together holding 1.6 percent of the total
deposits in commercial banks in the market. After
consummation of the proposals, Applicant’s share of
the deposits in commercial banks in the market would
be 30.3 percent. The share of deposits held by the four
largest commercial banking organizations in the mar-
ket would increase from 83.7 percent to 85.3 percent
and the Herfindahl-Hirschman Index (‘*"HHI"") would
increase by 95 points to 2259.¢

3. CNB Bancshares, Inc., 72 FEDERAL RESERVE BULLETIN 486
(Order dated May 27, 1986).

4, Deposit data refer to total domestic deposits as of June 30, 1985,
and reflect bank holding company acquisitions approved by March 31,
1986.

5. The Louisville banking market is approximated by the Louis-
ville, Kentucky RMA plus Clark County, Indiana.

6. Under the revised Department of Justice Merger Guidelines (49
Federal Register 26,823 (June 29, 1984)) (**Guidelines’'), a market in
which the post-merger HHI is over 1800 is considered highly concen-

Although consummation of the proposals would
eliminate existing competition between Applicant and
Clarksville Bank and Sellersburg Bank in the Louis-
ville market, numerous other commercial banking
organizations would remain as competitors after con-
summation of the proposal. In addition, the Board has
considered the presence and competition afforded by
thrift institutions in its analysis of this proposal.? Eight
thrift institutions compete with commercial banks in
the Louisville banking market and account for 24.9
percent of the total deposits in the market. Thrift
institutions already exert a considerable competitive
influence in the market as providers of NOW accounts
and consumer loans. In addition, most of these institu-
tions provide commercial and industrial loans in addi-
tion to traditional thrift services. Based upon the
above considerations, the Board concludes that con-
summation of the proposal is not likely substantially to
lessen competition in the Louisville banking market.?

The financial and managerial resources of Appli-
cant, its subsidiaries and the Banks are consistent with
approval. Considerations relating to the convenience
and needs of the community to be served are also
consistent with approval. Based on the foregoing and
other facts of record, the Board has determined that
the proposed acquisition and merger are in the public
interest and that the applications should be, and here-
by are, approved.

On the basis of the record, the applications are
approved for the reasons summarized above. The
transactions shall not be consummated before the
thirtieth calendar day following the effective date of
this Order, or later than three months after the effec-
tive date of this Order, unless such period is extended

trated. In such markets, the Department is likely to challenge a merger
that produces an increase in the HHI of more than 50 points. The
Department of Justice has informed the Board that a bank merger or
acquisition generally will not be challenged (in the absence of other
factors indicating anticompetitive effects) unless the post-merger HHI
is at least 1800 and the merger increases the HHI by at least 200
points.

7. The Board has previously indicated that thrift institutions have
become, or have the potential to become, major competitors of
commercial banks. National City Corporation, 70 FEDERAL RESERVE
BuLLETIN 743 (1984); NCNB Corporation, 70 FEDERAL RESERVE
BULLETIN 225 (1984); General Bancshares Corporation, 69 FEDERAL
RESERVE BULLETIN 802 (1983); First Tennessee National Corpora-
tion, 69 FEDERAL RESERVE BULLETIN 298 (1983).

8. If 50 percent of deposits held by thrift institutions in the
Louisville banking market are included in the calculation of market
concentration, the share of total deposits held by the four largest
organizations in the market would be 69.8 percent. Applicant's market
share would increase by 1.4 percentage points to 26.1 percent and the
HHI would increase by 70 points to 1712 upon consummation of the
proposal.
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for good cause by the Board or the Federal Reserve
Bank of St. Louis pursuant to delegated authority.

By order of the Board of Governors, effective
June 26, 1986.

Voting for this action: Chairman Volcker and Governors
Wallich, Rice, Seger, Angell, and Johnson.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

Crown National Bancorp
San Jose, California

Order Denying Formation of a Bank Holding
Company

Crown National Bancorp, San Jose, California, has
applied for the Board’s approval under section 3(a)(1)
of the Bank Holding Company Act (‘“‘Act”)
(12 U.S.C. § 1842(a)(1)) to become a bank holding
company by acquiring Crown National Bank, San
Jose, California (‘‘Bank’’).

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

Applicant is a nonoperating corporation with no
subsidiaries formed for the purpose of acquiring Bank,
a de novo bank. Principals of Applicant are also princi-
pals of Bank. Consummation of the transaction would
not result in an increase in the concentration of
banking resources in California.

Bank will operate in the San Francisco banking
market.! Principals of Applicant are not affiliated with
any other depository organization in this market.
Consummation of this proposal would not result in any
adverse effects upon competition or increase in the
concentration of banking resources in any relevant
area. Accordingly, the Board concludes that competi-
tive considerations under the Act are consistent with
approval.

The Board has indicated on previous occasions that
a bank holding company should serve as a source of
financial and managerial strength to its subsidiary
bank(s), and that the Board would closely examine the
condition of an applicant in each case with this consid-

1. The San Francisco banking market is approximated by the San
Francisco Ranally Metropolitan Area (““‘RMA™).

eration in mind.? Because Bank is in organization,
there is no record of management’s performance at
Bank. Accordingly, it is necessary to look to the
record of the proposed management of Applicant and
Bank at other depository institutions in order to assess
managerial factors in connection with this application.
The proposed management of Applicant and Bank
includes only two individuals with any prior banking
experience. Based upon the management record® of
the two experienced individuals in a similar situation
at another depository institution, and the lack of prior
banking experience of the remainder of the proposed
management of Applicant and Bank, the Board does
not believe that the managerial resources of Applicant
and Bank are consistent with approval of this applica-
tion.*

The financial resources of Applicant and Bank and
considerations relating to the convenience and needs
of the community to be served are consistent with, but
lend no weight toward, approval of this proposal.

On the basis of all of the facts of record, the Board
concludes that the banking considerations involved in
this proposal present adverse factors bearing upon the
managerial resources and future prospects of Appli-
cant and Bank. Such adverse factors are not out-
weighed by any relevant competitive or convenience
and needs considerations. Accordingly, it is the
Board’s judgment that approval of the application
would not be in the public interest and that the
application should be, and hereby is, denied for the
reasons summarized above.

By order of the Board of Governors, effective
June 10, 1986.

Voting for this action: Chairman Volcker and Governors
Rice, Seger, and Johnson. Absent and not voting: Governors
Wallich and Angell.

JAMES MCAFEE

[sEAL] Associate Secretary of the Board

2. The Bank Holding Company Act requires that before an organi-
zation is permitted to become a bank holding company and thus obtain
the benefits associated with the holding company structure, it must
secure the Board's approval, Section 3(c) of the Act provides that the
Board must, in every case, consider, among other things, the financial
and managerial resources of both the applicant company and the bank
to be acquired. The Board’s action in this case is based on a
consideration of such factors.

3. This record includes reports of examination and information
obtained from staff and senior officials of State and Federal superviso-
ry agencies.

4. The Board has previously stated that it is reasonable to expect an
applicant to demonstrate a record of satisfactory managerial perform-
ance. See, e.g., Northwest Wisconsin Banco, Inc., 70 FEDERAL
RESERVE BULLETIN 105 (1985); Central Minnesota Bancshares, Inc.,
70 FEDERAL RESERVE BULLETIN 877 (1984); and American National
Sidney Corp., 66 FEDERAL RESERVE BULLETIN 159 (1980).
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Heartland Bancorp, Inc.
El Paso, Illinois

Order Approving Acquisition of a Bank

Heartland Bancorp, Inc., El Paso, lilinois (‘‘Heart-
land’’), a bank holding company within the meaning of
the Bank Holding Company Act (‘“*Act’’), 12 U.S.C.
§ 1841 et seq., has applied for Board approval under
section 3(a)(3) of the Act, 12 U.S.C. § 1842 (a)}3), to
acquire 70 percent or more of the voting shares of the
First National Bank, Washington, Illinois (‘*Bank™’).

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
given in accordance with section 3(b) of the Act. The
time for filing comments has expired and the Board
has considered the application and all comments re-
ceived in light of the factors set forth in section 3(c) of
the Act, 12 U.S.C. § 1842(c).

Applicant is the 165th largest banking organization
in Ilinois, with four subsidiary banks,' controlling
$97.1 million in total deposits, which represents 0.1
percent of the deposits of commercial banks in the
state.? The Bank holds $39.3 million in total deposits,
representing less than one percent of the total deposits
in the state. Upon consummation of the proposal,
Applicant would become the state’s 113th largest
banking organization, controlling $136.4 million in
total deposits, representing 0.1 percent of the state’s
commercial bank deposits. Accordingly, consumma-
tion of this proposal would not have any significant
effect on the concentration of banking resources in
Illinois.

One of Applicant’s subsidiary banks, Eureka, and
Bank compete in the Peoria, lllinois banking market.?
Eureka, with total deposits of $34.8 million, is the 14th
largest of 38 commercial banking organizations in the
market, controlling 1.9 percent of the total deposits of
commercial banks in that market. Bank is the 12th
largest commercial banking organization in the Peoria
market, and controls 2,2 percent of the total deposits
of commercial banks in the market. Upon consumma-
tion, Applicant would become the Sth largest banking
organization in the market, and would control 4.1
percent of the total deposits of commercial banks in
the market.

1. Applicant’s four subsidiary banks are: (1) Woodford County
Bank, El Paso, lllinois (‘*Woodford™'}; (2) Bank of Carlock, Carlock,
lllinois (*'Carlock’’); (3) State Bank of Cornland, Cornland, Illi-
nois {*'Cornland’); and (4) First Bank of Eureka, Eureka, Illinois
(“‘Eureka’’).

2. All banking data are as of June 30, 198S.

3. The Peoria, Illinois, banking market is approximated by Peoria
and Tazewell counties, plus Partridge, Cazenovia, Metamora, Worth,
Spring Bay, Cruger, Olio and Montgomery townships in Woodford
County, lllinois.

The Peoria banking market is unconcentrated and
would remain so after consummation. The present
Herfindahl-Hirschman Index (“HHI’) is 926 and
would only increase by 8 points to 934 as a result of
this proposal.* Thirty-six other commercial banking
organizations would remain in the market after con-
summation of the proposal. Accordingly, consumma-
tion of the proposed acquisition is not likely to have a
significant adverse effect on competition in the Peoria
banking market.

The Board has also considered the effect of this
proposal upon probable future competition in the
Peoria market. Based upon the number of potential
entrants into this market, the Board concludes that
consummation of the proposal would not have any
significant adverse effect upon probable future compe-
tition in this market.

The financial and managerial resources and future
prospects of Applicant, its subsidiary banks and Bank
are generally satisfactory. Applicant will have a con-
solidated primary capital to assets ratio of 7.0 percent
on the date of consummation of the proposal, and has
further committed to operate at this capital level in the
future. Although Applicant’s consolidated primary
capital ratio will decline upon consummation of this
proposal, that ratio will remain above the minimum
level required by the Board’s Capital Adequacy
Guidelines.® Considerations relating to the conve-
nience and needs of the community are consistent with
approval of the application.®

4, Under the revised Department of Justice Merger Guidelines, 49
Federal Register 26,823 (June 29, 1984), any market in which the post-
merger HHJ is below 1000 is considered unconcentrated. Except in
extraordinary circumstances, the Justice Department is unlikely to
challenge mergers in an unconcentrated market. Any market in which
the post-merger HHI is between 1000 and 1800 is considered moder-
ately concentrated. In such a market, the Justice Department is
unlikely to challenge a merger that produces an increase in the HHI of
fewer than 100 points. Any market in which the post merger HHI is
above 1800 is considered highly concentrated. The Department has
informed the Board that a bank merger or acquisition generally will
not be challenged (in the absence of other factors indicating anticom-
petitive effects) unless the post-merger HHI is at least 1800 and the
merger increases the HHI by at least 200 points.

5. Capital Adequacy Guidelines, 50 Federal Register 16,057 (April
24, 1985); 71 FEDERAL RESERVE BULLETIN 445 (1985).

6. Effective July 1, 1986, the statute laws of Illinois make it
unlawful for any bank holding company with a total capital ratio of
more than 7 percent to acquire an Iilinois bank, ‘‘where the acquisi-
tion would result in a reduction of the holding company’s capital
adequacy ratio to less than 7 percent, where such ratios are measured
pursuant to regulations published and made effective by the Board of
Governors . . . ."" 17 Ill. Stat. 2501, § 3.02(a)6) (1986). The Board's
Capital Adequacy Guidelines establish minimum capital ratios to
provide a framework for assessing the adequacy of the capital of bank
holding companies, and provide that the two measures of capital to be
used are the primary capital ratio and the total capital ratio. Since,
upon consummation, Heartland's consolidated primary capital ratio
will be at least 7 percent, the Board concludes that the proposed
acquisition will be in accordance with the terms of the lllinois statute.
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Based on the foregoing and other facts of record, the
Board has determined that consummation of the pro-
posed acquisition would be in the public interest and
that the application should be approved. Accordingly,
the application is approved for the reasons summa-
rized above. The transaction shall not be consummat-
ed before the thirtieth calendar day following the
effective date of this Order, or 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 Chicago, acting pursuant
to delegated authority.

By order of the Board of Governors, effective
June 23, 1986.

Voting for this action: Chairman Volcker and Governors
Wallich, Rice, Seger, Angell, and Johnson.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

Magna Group, Inc.
Belleville, Hlinois

Order Approving Acquisition of a Bank Holding
Company

Magna Group, Inc., Belleville, Illinois, a bank holding
company within the meaning of the Bank Holding
Company Act (12 U.S.C. § 1841 er seq. (**Act’’)), has
applied for the Board’s approval under section 3 of the
Act (12 U.S.C. § 1842), to acquire the successor by
merger to Northtown Bancshares Corporation, Deca-
tur, Iilinois, and thereby indirectly acquire Northtown
Bank and Trust, Decatur, Illinois (‘‘Bank’’). In con-
nection with this application, Millikin Bancshares,
Inc., Millikin, Illinois, a subsidiary of Applicant, has
applied to merge with Northtown Bancshares Corpo-
ration.

Notice of the applications, affording an opportunity
for interested persons to submit comments, has been
given in accordance with section 3(b) of the Act (51
Federal Register 12,566 (1985)). The time for filing
comments has expired, and the Board has considered
the applications and all comments received in light of
the factors set forth in section 3(c) of the Act
(12 U.S.C. § 1842(c)).

Applicant, the eleventh largest commercial banking
organization in Illinois, controls nine subsidiary banks
with total deposits of $921.9 million, representing
approximately 0.95 percent of the total deposits in
commercial banks in the state.! Bank is the 199th

1. Deposit data are as of June 30, 1985, and reflect acquisitions
consummated through March 31, 1986.

largest commercial banking organization in the state,
with total deposits of $76 million, representing 0.1
percent of the total deposits in commercial banks in
the state. Upon consummation of the proposed trans-
action, Applicant would become the ninth largest
banking organization in Illinois, with total deposits of
$997.9 million, representing 1 percent of the total
deposits in commercial banks in the state. According-
ly, consummation of this proposal would have no
significant effect on the concentration of banking re-
sources in Illinois.

Both Applicant and Bank compete directly in the
Decatur banking market.? Applicant is the largest of 16
commercial banking organizations operating in the
market, with total deposits of $203.3 million, repre-
senting 23.2 percent of the total deposits in commer-
cial banks in the market. Bank is the fourth largest
commercial banking organization in the market, with
total deposits of $76 million, representing 8.7 percent
of the total deposits in commercial banks in the
market. Upon consummation of the proposal, Appli-
cant’s share of the deposits in commercial banks in the
market would increase to 31.9 percent. The Decatur
banking market is considered to be moderately con-
centrated with the four largest commercial banks
controlling 72 percent of the deposits in commercial
banks in the market. The Herfindahl-Hirschman In-
dex (““HHI”’) for the market is 1523 and would in-
crease by 403 points to 1926 upon consummation of
the proposal.?

Although consummation of the proposal would elim-
inate some existing competition between Applicant
and Bank in the Decatur banking market, numerous
other commercial banking organizations would remain
as competitors in the market upon consummation. In
addition, the presence of seven thrift institutions that
control approximately 34.3 percent of the market’s
total deposits mitigates the anticompetitive effects of
the transaction.® Thrift institutions already exert a
considerable competitive influence in the market as
providers of NOW accounts and consumer loans. In

2. The Decatur banking market is approximated by Macon County,
Illinois, plus Moweaqua township in Shelby County, Illinois.

3. Under the revised Department of Justice Merger Guidelines (49
Federal Register 26,823 (June 29, 1984)), a market in which the post-
merger HHI is above 1800 is considered highly concentrated. In such
markets, the Department is likely to challenge a merger that increases
the HHI by more than 50 points. The Department has informed the
Board that a bank merger or acquisition generally will not be chal-
lenged (in the absence of other factors indicating anticompetitive
effects) unless the post-merger HHI is at least 1800 and the merger
increases the HHI by at least 200 points.

4, The Board has previously indicated that thrift institutions have
become, or have the potential to become, major competitors of
commercial banks. National City Corporation, 70 FEDERAL RESERVE
BULLETIN 743 (1984); NCNB Bancorporation, 70 FEDERAL RESERVE
BULLETIN 225 (1984); General Bancshares Corporation, 69 FEDERAL
RESERVE BULLETIN 802 (1983); First Tennessee National Corpora-
tion, 69 FEDERAL RESERVE BULLETIN 298 (1983).
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addition, six of the thrift institutions are engaged in the
business of making commercial loans and are provid-
ing an alternative for such services in the Decatur
market. Based upon the above considerations, the
Board concludes that consummation of the proposal is
not likely to substantially lessen competition in the
Decatur banking market.*

The financial and managerial resources of Appli-
cant, its subsidiary banks, and Bank are consistent
with approval. Considerations relating to the conve-
nience and needs of the communities to be served are
also consistent with approval. Based on the foregoing
and other facts of record, the Board has determined
that consummation of the proposed transaction would
be in the public interest and that the applications
should be approved.

On the basis of the record, the applications are
approved for the reasons summarized above. The
transaction shall not be consummated before the thirti-
eth calendar day following the effective date of this
Order, or 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 St. Louis pursuant to delegated authority.

By order of the Board of Governors, effective
June 24, 1986.

Voting for this action: Chairman Volcker and Governors
Wallich, Rice, Seger, Angell, and Johnson.

JAMES MCAFEE

[SEAL} Associate Secretary of the Board

Orders 1ssued Under Section 4 of the Bank
Holding Company Act

Bank South Corporation
Atlanta, Georgia

Order Approving Application to Engage in Data
Processing and Management Consulting Activities

Bank South Corporation, Atlanta, Georgia, a bank
holding company within the meaning of the Bank
Holding Company Act, 12 U.S.C. § 1841 et seq.
(“*“BHC Act’’), has applied pursuant to section 4(c)(8)
of the BHC Act and section 225.23 of the Board's
Regulation Y (12 C.F.R. § 225.23), to engage de novo

5. 1f 50 percent of deposits held by thrift institutions in the Decatur
banking market were included in the calculation of market concentra-
tion, the share of total deposits held by the four largest organizations
in the market would be 57.9 percent. Applicant would control 18.4
percent of the market's deposits and Bank would control 6.9 percent
of the market’s deposits. The HHI would increase by 253 points to
1315.

in the purchase, ownership, installation, and operation
of electronic fund transfer (‘'EFT’’) terminals and
automatic teller machines (**ATMSs’’) in retail institu-
tions in the state of Georgia through its newly formed,
wholly owned subsidiary, Bank South Services Corpo-
ration (“*'BSSC’’), Atlanta, Georgia. These activities
have been determined by the Board to be closely
related to banking and permissible for bank holding
companies, 12 C.F.R. § 225.25(b)(7).

Applicant also proposes to provide certain data
processing and transmission services and to provide
management consulting advice to depository institu-
tions throughout the state of Georgia. The scope of
Applicant’s proposed provision of data processing and
transmission services and management consulting ad-
vice would be limited to those activities permitted
under the Board’s Regulation Y, 12 C.F.R.
§ 225.25(b)(7), (11).

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
duly published, 51 Federal Register 8017 (1986). The
time for filing comments has expired, and the Board
has considered the application and all comments re-
ceived in light of the public interest factors set forth in
section 4(c}8) of the BHC Act.

Applicant is the fourth largest commercial banking
organization in Georgia, controlling consolidated as-
sets of approximately $2.3 billion. Applicant’s lead
bank subsidiary, Bank South, N.A., controls total
domestic deposits of $1.6 billion, representing 5.0
percent of the total deposits of commercial banks in
Georgia.'

Applicant’s subsidiary bank, Bank South, N.A.,
currently owns and operates 15 ATMs in supermarkets
in Georgia. Customers using such ATMs may make
cash withdrawals from their checking and savings
accounts and make balance inquiries, but may not
make deposits. The ATMs are connected to the
AVAIL network, a joint-venture EFT interchange
system that any federally insured depository institu-
tion in Georgia may join. The AVAIL network cur-
rently has 139 member depository institutions, of
which 79 are commercial banks. Bank South’s ATMs
are operated pursuant to a contractual arrangement
between Bank South and the company that owns the
supermarkets (the ‘“‘company’’). The contractual ar-
rangement between Bank South and the company is
structured to take advantage of the complementary
resources and experience of Bank South and the
company. Bank South’s role in this arrangement is
based on its experience in the installation, operation,
management and repair of ATMs. Bank South also
trains retail store employees to answer customer in-

1. Banking data are as of September 30, 1985.
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quiries and to explain ATM operation procedures to its
customers. The company provides the locations for
installation of the ATMs, supplies the cash necessary
for the operations of the ATMs, and provides some
initial maintenance of the ATMs.

By this application, Applicant proposes to transfer
ownership of its existing ATMs to BSSC and to
increase the number of locations at which it would
operate ATMs. The contractual arrangements be-
tween Bank South and the company would remain in
force between BSSC and the company, and identical
contracts would be created between BSSC and addi-
tional supermarket companies where Applicant pro-
poses to locate ATMs. The capabilities of BSSC’s
ATMs would not be expanded beyond those of Bank
South’s ATMs. The Georgia Department of Banking
and Finance has not objected to the current arrange-
ment between Bank South and the supermarkets or to
the proposed transaction.?

The Board has analyzed this proposal with respect
to its effects on existing competition between current
and potential competitors in the market for the provi-
sion of ATM services. Applicant is establishing ATM
locations through a de novo subsidiary. The Board
notes that all depository institutions that are members
of the AVAIL network, and the customers of these
depository institutions, would have access to the
ATMs installed by BSSC in supermarkets. Any feder-
ally insured depository institution in the state of Geor-
gia may join the AVAIL network. Thus, BSSC’s
establishment of additional ATMs would expand the
number of ATMs available as part of a shared neutral
ATM network. In light of these and other facts of
record, the Board concludes that consummation of
this proposal would not have a significant adverse
effect on existing competition in the provision of ATM
services in any relevant market.

The Board also has considered the effects of con-
summation of this proposal on probable future compe-
tition in the provision of ATMs. As noted above,
Applicant is establishing ATM locations through a
de novo subsidiary. In addition, numerous other po-
tential entrants into the ATM market exist. In this
connection, the Board notes that the market for the
data processing, management consulting, and related
services provided in connection with the provision of
ATMs is unconcentrated, with many competitors and
few barriers to entry. Numerous national ATM net-
works currently operate in the Atlanta metropolitan
area, and additional networks could potentially enter

2. Applicant has stated that the operations of BSSC's ATMs will be
conducted at all times in compliance with all federal and state
branching laws, to the extent applicable.

the area. Accordingly, the Board concludes that con-
summation of this proposal would not have a signifi-
cant adverse effect on probable future competition,

The Board has reviewed this proposal to ensure that
no unfair competitive practices or other substantially
adverse effects would result from consummation of the
proposal. In this regard, the Board notes that the
structure of the contractual arrangement in place be-
tween Bank South and the company, and to be contin-
ued by BSSC and the company, allows depository
institutions in addition to Applicant non-discrimina-
tory access to the ATMs to be established by Appli-
cant, through membership in the AVAIL network.
After review of the application and other facts of
record, the Board concludes that consummation of
this proposal would not result in adverse effects, such
as unsound banking practices, unfair compeltition,
conflicts of interest, or an undue concentration of
resources.

Approval of this application can reasonably be ex-
pected to produce benefits to the public. Consumma-
tion of the proposal would give customers of financial
institutions in Georgia access to a greater number of
ATM terminals, and would allow additional competi-
tion between ATMs provided by bank holding compa-
nies and those provided by unaffiliated nonbanking
companies.

Based upon the foregoing and all the facts of record,
the Board has determined that the balance of public
interest factors it is required to consider under section
4(c)(8) is favorable. Accordingly, the appiication is
hereby approved. This determination is subject to all
of the conditions set forth in the Board’s Regulation Y,
including those in sections 225.4(d) and 225.23(b), and
to the Board’s authority to require such modification
or termination of the activities of a bank holding
company or any of its subsidiaries as the Board finds
necessary to assure compliance with, and prevent
evasions of, the provisions and purposes of the BHC
Act and the Board’s regulations and orders issued
thereunder.

This 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
Atlanta, pursuant to delegated authority.

By order of the Board of Governors, effective
June 5, 1986.

Voting for this action: Chairman Volcker and Governors
Rice, Seger, Angell, and Johnson. Abstaining from this
action: Governor Wallich.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board
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Citicorp
New York, New York

Order Approving Application to Engage in Data
Processing Activities

Citicorp, New York, New York, a bank holding com-
pany within the meaning of the Bank Holding Compa-
ny Act, 12 U.S.C. § 1841 ef seq. (**Act’’), has applied
pursuant to section 4(c)(8) of the Act and section
225.23 of the Board’s Regulation Y (12 C.F.R.
§ 225.23), to acquire through its subsidiary, CitiEx-
change, Inc., certain assets and to assume certain
habilities of Northeast Exchange Ltd. 1984-1
{‘‘Northeast Exchange’’), a Texas limited partnership.
Since February 1984, Northeast Exchange has en-
gaged in the business of installing automated teller
machines (““‘ATMs"’) in retail stores and operating
such ATMs as a neutral shared network in the North-
eastern United States. These activities have been
determined by the Board to be closely related to
banking and permissible for bank holding companies
(12 C.F.R. § 225.25(b)(7)).

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
duly published. 50 Federal Register 51,604 (1985), The
time for filing comments has expired, and the Board
has considered the application and all comments re-
ceived in light of the public interest factors set forth in
section 4(c)(8) of the Act.

Citicorp, with total consolidated assets of $181.9
billion, is the largest banking organization in the
nation.' It presently operates eight banking subsidiar-
ies. Its lead bank, Citibank, N.A., New York, New
York, accounts for approximately 79 percent of its
consolidated assets and is a full-service commercial
bank. Citicorp’s other banking subsidiaries are located
in South Dakota, Maryland, Nevada, Delaware,
Maine, Utah, and New York State. Citicorp also
engages, directly and through subsidiaries, in a variety
of nonbanking activities, including data processing and
data transmission services.

Currently, Northeast Exchange engages in the in-
stallation of, and provision of support services to,
ATMs in Pathmark supermarkets located in New York
and New Jersey, and anticipates installing and servic-
ing ATMs in Pathmark stores located in other states,
as well as at other locations. Northeast Exchange’s
activities also include the ownership, construction,
and management of an electronic funds transfer
(“‘EFT"’) switch that transmits transactions performed
on the ATMs to ATM networks and financial institu-
tions, Customers of depository institutions that partic-

. Banking data are as of March 31, 1986.

ipate or propose to participate (including Citibank,
N.A)) in networks utilizing the ATMs operated by
Northeast Exchange may use the ATMs for cash
withdrawals, balance inquiries and account transfers,
but may not make deposits. The New York Banking
Superintendent and the New Jersey Commissioner of
Banking, the state banking avthorities for those loca-
tions where Northeast Exchange currently operates,
have been notified of the proposal and they have
expressed no objection to its terms.?

The Board has analyzed the proposal with respect to
its effect on existing and potential competition in the
market for ATM networks. Although Applicant,
through its lead bank subsidiary and a savings and loan
subsidiary, operates (and will continue to operate) two
proprietary ATM networks, Applicant is not otherwise
engaged in the operation of a shared ATM network.
Because Applicant does not operate a shared ATM
network, the proposed acquisition of Northeast Ex-
change would not eliminate existing competition in the
provision of ATM services in any relevant market.

The Board also has considered the effects of con-
summation of this proposal on probable future compe-
tition in the operation of a shared ATM network and
the provision of EFT switching services. Applicant is
capable of entering the markets for ATM networks and
the provision of EFT switching services de novo.
However, numerous other potential entrants into
these markets exist. In this connection, the Board
notes that the market for the data processing and
related services is unconcentrated, with many compet-
itors and few barriers to entry. Moreover, numerous
national ATM networks operate in the areas currently
served by Northeast Exchange, and additional net-
works could potentially enter these areas. According-
ly, the Board concludes that consummation of this
proposal would not have a significant adverse effect on
existing and potential competition in the provision of
ATM and EFT switch services in any relevant market.

The Board has reviewed this proposal to ensure that
no unfair competitive practices or other substantially
adverse effects would result from consummation of the
proposal. In this regard, the Board notes that deposi-
tory institutions currently do have? and would contin-
ue to have nondiscriminatory access to membership in
the ATM network operated by Northeast Exchange.
After review of the application and other facts of
record, and particularly in light of certain commit-
ments by Applicant regarding the relations between

2. Applicant has stated that the operations of Northeast Exchange
will be conducted at all times in compliance with all federal and state
branching laws and regulatory provisions, to the extent applicable.

3. Thirty-two depository institutions currently participate in the
ATM network established by Northeast Exchange and Applicant
proposes to increase the number of depository institutions that will
use the network.
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Northeast Exchange and its affiliated banks,* the
Board concludes that consummation of this proposal
would not result in adverse effects such as unsound
banking practices, unfair competition, conflicts of
interest or an undue concentration of resources.

Approval of this application can reasonably be ex-
pected to produce benefits to the public. Consumma-
tion of the proposal will continue to give customers of
financial institutions participating in the network in the
areas served (and proposed to be served) by Northeast
Exchange access to a large number of ATM terminals
in convenient locations,

Based upon the foregoing and all the facts of record,
the Board has determined that the balance of public
interest factors it is required to consider under section
4(c)(8) is favorable. Accordingly, the application is
hereby approved. This determination is subject to ail
of the conditions set forth in the Board’s Regulation Y,
including those in sections 225.4(d) and 225.23(b), and
to the Board’s authority to require modification or
termination of the activities of the holding company or
any of its subsidiaries as the Board finds necessary to
assure compliance with the provisions and purposes of
the BHC Act and the Board’s regulations and orders
issued thereunder, or to prevent evasion thereof.

This 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 New
York, pursuant to delegated authority.

By order of the Board of Governors, effective
June 12, 1986.

Voting for this action: Chairman Volcker and Governors
Rice, Seger, Angell, and Johnson. Absent and not voting:
Governor Wallich.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

National Westminster Bank PLC
London, England

NatWest Holdings, Inc.
New York, New York

Order Approving Application to Engage in Combined
Investment Advisory and Securities Execution
Services

National Westminster Bank PLC, London, England,
and NatWest Hoidings, Inc., New York, New York

4. Included among the commitments is the fact that the network
will not use the Citi prefix or logo.

(collectively, ‘‘Applicant’ or ““NatWest’’), both bank
holding companies within the meaning of the Bank
Holding Company Act (“‘BHC Act’’), have applied for
the Board’s approval under section 4(c)(8) of the BHC
Act (12 U.S.C. § 1843(c)(8)), and section 225.23(a)(3)
of the Board’s Regulation Y (12 C.F.R.
§ 225.23(a)(3)), to form a de novo subsidiary, County
Securities Corporation, New York, New York
(**CSC”’), and thereby engage in the following activi-
ties:
(1) providing portfolio investment advice to ‘‘Insti-
tutional Customers’’;!
(2) providing securities execution (brokerage) ser-
vices, related securities credit activities pursuant to
the Board’s Regulation T, and incidental activities
such as offering custodial services and cash manage-
ment services, in each case for institutional custom-
ers, and in each case under circumstances where the
securities brokerage services are restricted to buy-
ing and selling securities solely as agent for the
account of such customers;
(3) furnishing general economic information and
advice, general economic statistical forecasting
services and industry studies to institutional cus-
tomers; and
(4) serving as an investment advisor (as defined in
section 2(a)(20) of the Investment Company Act of
1940) to investment companies registered under that
act.?

CSC will not act as principal or take a position (i.e.,
bear the financial risk) in any securities it brokers or
recommends. CSC will execute a transaction only at
the direction of a customer and will not exercise
discretion with respect to any customer account. CSC
intends to offer investment advice, as well as to
provide securities execution services, to institutional

1. An Institutional Customer is defined by Applicant to be a person
that is:

(1) a bank (acting in an individual or fiduciary capacity); an
insurance company; a registered investment company under the
Investment Company Act of 1940; or a corporation, partnership,
proprietorship, organization or institutional entity that regularly
invests in the types of securities as to which investment advice is
given, or that regularly engages in transactions in securities;

(2) an employee benefit plan with assets exceeding $5,000,000, or
whose investment decisions are made by a bank, insurance
company or investment advisor registered under the Investment
Advisors Act of 1940;

(3) a natural person whose individual net worth (or joint net
worth with his or her spouse) at the time of receipt of the
investment advice or brokerage services exceeds $5,000,000;

(4) a broker-dealer or option trader registered under the Securi-
ties Exchange Act of 1934, or other securities professional; or
(5) an entity all of the equity owners of which are institutional
customers.

2. NatWest further expects that CSC will provide investment
advice and securities execution services directly to NatWest affiliates.
Such services are permissible servicing activities under section
225.22(a) of Regulation Y, 12 C.F.R. § 225.22(a).
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customers on an integrated basis, i.e., CSC will not
charge an explicit fee for the investment advice and
will receive fees only for transactions executed for
customers. If its customers desire, CSC will provide
investment advice or execution services separately
and for individual fees. CSC’s activities will be con-
ducted throughout the United States from offices of
CSC initially located in New York City.

Notice of the application, affording interested per-
sons an opportunity to submit comments on the pro-
posal, has been duly published (50 Federal Register
43,790 (1985)). In response to its request for comments
on this application, the Board received three written
comments opposing the proposal, and 23 in favor of
the proposal. Among the comments opposing the
application were those of the Securities Industry Asso-
ciation (the *‘SIA™), a national trade association of the
securities industry.?

National Westminster Bank PLC (*‘NatWest Bank
PLC”’), with approximately $104.7 billion in total
consolidated assets as of December 31, 1985, is the
fourteenth largest banking organization in the world
and provides a full range of retail and wholesale
banking services worldwide. In the United States,
NatWest Bank PLC operates four representative of-
fices, three nonbanking subsidiaries (engaged in fac-
toring, commercial finance and raising funds),
branches in New York and Chicago, and an agency in
San Francisco. NatWest Bank PLC also controls
Applicant NatWest Holdings, Inc., and its subsidiary
National Westminster Bank USA, N.A. (“Bank’),
New York, New York, which holds total deposits of
approximately $7 billion as of year-end 1985.

This application raises two principal questions: first,
whether CSC’s proposed activities are so closely
related to banking as to be a proper incident thereto
within the meaning of section 4(c)(8) of the BHC Act;
and second, whether the conduct of such activities by
a member bank affiliate (such as CSC) would violate
section 20 or 32 of the Glass-Steagall Act (‘‘Act”’),
which generally require a separation between member
banks and companies principally or primarily engaged
in the underwriting or public sale of securities. Upon

3. The Investment Company Institute stated that it objected to the
proposal on the grounds set forth in the SIA’s protest. The third
protestant, Option Advisory Service, Inc. (**OAS”’), alleges that
NatWest intends by the application to help raise funds for ** greenmail-
ing"’ schemes to be conducted by certain individuals to takeover
various corporations, in violation of the securities laws, and has
requested a hearing on this assertion. The Board has carefully
reviewed the submissions of OAS and has determined that these
allegations do not raise a genuine issue of material fact that would
warrant a hearing. CSC would not engage in making loans to finance
corporate takeover attempts or in arranging financing for such pur-
poses. In addition, the Board finds no basis for OAS's assertion that
Bank’s financing of previous takeover attempts constitutes aiding and
abetting alleged violations of the securities laws connected with such
attempts. Accordingly, OAS's request for a hearing is denied.

consideration of the entire record of the application
and for the reasons set forth below, the Board con-
cludes that the proposed activities are closely related
to banking and a proper incident thereto under section
4(c)(8) of the BHC Act, and that consummation of the
proposal would not result in a violation of the Glass-
Steagall Act. Accordingly, the Board has determined
to approve the application.

1. Whether the Proposed Activity is Closely
Related to Banking

In its evaluation of the application, the Board must
initially determine whether the proposed activity is so
closely related to banking as to be a proper incident
thereto within the meaning of section 4(c)@8) of the
BHC Act. Section 4(c)(8) imposes a two-step test for
determining the permissibility of nonbanking activities
for bank holding companies:

(1) whether the activity is closely related to bank-

ing; and

(2) whether the activity is a ‘‘proper incident’’ to

banking—that is, whether the proposed activity can

reasonably be expected to produce benefits to the

public that outweigh possible adverse effects.*

Based on guidelines established in the National
Courier case, a particular activity may be found to
meet the ‘‘closely related to banking' test if it is
demonstrated that banks generally have in fact provid-
ed the proposed activity; that banks generally provide
services that are operationally or functionally so simi-
lar to the proposed activity so as to equip them
particularly well to provide the proposed activity; or
that banks generally provide services that are so
integrally related to the proposed activity as to require
their provision in a specialized form.> However, the
National Courier guidelines are not the exclusive basis
for finding a close relationship between a proposed
activity and banking.*

A. Current Provisions of Regulation Y

The Board has determined that the activities of provid-
ing portfolio investment advice, furnishing general
economic information and advice, and serving as an

4. See Board of Governors v. Investment Company Institute, 450
U.S. 46 (1984) (*'ICI II""); National Courier Ass'n v. Board of
Governors, 516 F.2d 1229 (D.C. Cir. 1975) (**National Courier™).

5. National Courier, 516 F.2d at 1237,

6. The Board has stated that in acting on a request to engage in 4
new nonbanking activity, it will consider any other factor that an
applicant may advance to demonstrate a reasonable or close connec-
tion or relationship of the activity to banking. 49 Federal Register 794,
806 (1984); Securities Industry Ass’n v. Board of Governors, 104 8. Ct.
3003, 3006 n.5 (1984) (**Schwab'').
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investment advisor to a registered investment compa-
ny, are permissible for bank holding companies.
12 C.F.R. § 225.25(b)(4)(iii), (iv), and (ii). In rejecting
a challenge to the Board’s determination, the Supreme
Court stated that the ‘‘services of an investment
advisor are not significantly different from the tradi-
tional fiduciary functions of banks,”’ and that ‘‘banks
have engaged in that sort of activity [to manage the
investment portfolios of its advisees] for decades.”
ICI I, 450 U.S. at 55.

The Board has also determined that securities bro-
kerage services, related securities credit activities, and
related incidental services are permissible for bank
holding companies if the securities brokerage services
are conducted solely as agent for the account of
customers and do not include securities underwriting,
dealing, or investment advisory or research services.
12 C.F.R. § 225.25(b)(15). In its decision affirming the
Board’s approval of the acquisition by BankAmerica
Corporation of the discount broker, Charles Schwab &
Co., the Supreme Court found that:

Banks long have arranged the purchase and sale of
securities as an accommodation to their customers . . .
[and] in substance the brokerage services that Schwab
performs for its customers are not significantly different
from those that banks have been performing for custom-
ers for years.

Schwab, 104 S.Ct. at 3008-3009.

The SIA argues that NatWest has failed to demon-
strate that the offering of combined securities broker-
age and investment advice is closely related to banking
under any permissible standard. The Board has, how-
ever, determined, upon a review of general banking
practices and the record developed in the course of its
consideration of the application, including the com-
ments of the SIA, that the combination of investment
advice and securities brokerage services as proposed
by CSC is closely related to banking.

As the Board noted in approving the Schwab pro-
posal, Schwab was a *‘discount’’ broker. Unlike full-
service brokers, Schwab did not offer investment
advice and its commissions were significantly lower
than those typically charged by full-service brokers,

which usually do provide investment advice.” In pro-

viding that the discount brokerage services permissi-
ble under Regulation Y do not include investment
advice or research services, the Board stated that such
a restriction was appropriate because the regulation
was intended to incorporate into Regulation Y the
Board’s decision on the Schwab proposal. The Board
noted that, during consideration of that proposal, no
record was developed on which to assess the implica-

7. BankAmerica Corporation/Charles Schwab & Co., Inc., 69
FEDERAL RESERVE BULLETIN 105, 106 (1983) (‘‘Schwab Order’’).

tions of providing securities brokerage and investment
advisory services together.® The restriction on dis-
count brokerage thus was not based on a view that the
combination of the two services was necessarily in-
consistent with section 4(c)(8) or with the Glass-
Steagall Act—instead, the restriction reflects the limit-
ed nature of the activity proposed by the particular
applicant in the Schwab case.

As the Board noted when it adopted the discount
broker regulation, bank holding companies providing
investment advisory services pursuant to Regulation
Y, in contrast to full-service brokers, typically charge
an explicit fee for such services and thus usually deal
with sophisticated customers with substantial amounts
of funds to invest. Although CSC proposes to charge
for both investment advice and securities execution
services on a transaction-related basis, CSC would
offer its services only to financially sophisticated insti-
tutional customers.® Thus, this proposal represents the
combination of two activities, previously determined
to be closely related to banking, in such a way that the
functional nature and scope of the combined activities
conducted would not be altered. The fact that CSC
would not generally charge an explicit fee for each of
the component services is a pricing consideration that
does not in the Board’s view sufficiently alter the
operational characteristics of the combined services so
that they lose their close functional connection to
banking activities. On this basis, the Board concludes
that CSC’s proposed activities are closely related to
banking.

B. Functional Similarity to Services Banks.
Already Provide

Even if the joint offering of securities and investment
advice is viewed as a distinct new activity, the Board
concludes that the record supports a finding that the
combined activity is closely related to banking. Under
the second National Courier test, a proposed activity
is closely related to banking if banks generally provide
services that are so functionally similar to the pro-
posed activity as to equip bank holding companies
particularly well to provide the proposed activity.
Currently, banks provide a variety of services that
equip them with the expertise to offer a combined
investment advisory/securities execution service.

8. 48 Federal Register 37,003, 37,005 (1983). The Board noted that
the investment advice provided by full-service brokers tends to reach
a wider segment of the public than the advisory services of companies
that offer only investment advice, and that full-service brokers usually
look to commissions for executing transactions as compensation for
the investment advice provided. These factors are considered in the
Board’s discussion of the public benefits test below.

9. As noted above, Applicant has committed that separate fees will
be charged for customers desiring to utilize separately investment
advisory and securities execution services.
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Banks currently provide both investment advice and
securities execution services in separate departments
or subsidiaries and for separate fees.!® In addition,
banks currently do combine, at least to some extent,
their separate investment advisory and securities exe-
cution services. Bank trust departments, which pro-
vide a variety of investment advisory services, may in
certain circumstances use an affiliated discount broker
to purchase or sell securities on behalf of the bank’s
trust customers. Under guidelines issued by the Office
of the Comptroller of the Currency (**OCC”’),!! banks
may effect securities transactions for trust accounts
through an affiliated discount broker, if the transac-
tions are performed on a non-profit basis. Under these
guidelines, and similar Board staff guidelines,'2 a bank
trust department may use an affiliated broker to re-
ceive extra fees for brokerage services where specific
authority is given to effect transactions through the
affiliate within the appropriate governing instrument,
or by local law, or where all beneficiaries authorize. In
many respects, this linkage between the bank’s trust
department and discount brokerage operations closely
resembles the full-service brokerage services pro-
posed here.!?

Finally, the record reflects that banks offer broker-
age-like services for specific types of financial instru-
ments, and at the same time provide general or specific
advice with respect to such instruments. For example,

10. National banks may lawfully provide securities brokerage ser-
vices, Securities Industry Ass'n v. Comptroller of the Currency, 577
F. Supp. 252 (D.D.C. 1983), aff"d, 758 F.2d 739 (D.C. Cir. 1985), cer:.
denied, 106 S. Ct. 790 (1986) (*‘Security Pacific’’). The FDIC has
indicated that state nonmember banks may provide these services.
See 48 Federal Register 22,989 (1983). The Securities and Exchange
Commission has recently stated its belief that over 1,000 banks are
publicly soliciting securities brokerage business, often in separate
departments or subsidiaries. See 50 Federal Register 28,385, 28,386
(1985). As noted above, banks have traditionally provided investment
advisory services, generally through their trust departments.

11. OCC, Trust Banking Circular No. 23 (Oct. 4, 1983).

12. FRRS § 3-447.11 (Sept. 19, 1983).

13. The OCC has also approved the more explicit linkage of
separate investment advisory and securities brokerage operations
subsidiaries of a national bank, allowing a national bank’s investment
advisory subsidiary to refer its customers to the bank’s brokerage
subsidiary. Decision of the Comptroller of the Currency Concerning
an Application by American National Bank of Austin, Texas, to
Establish an Operating Subsidiary to Provide Investment Advice
(Sept. 2, 1983), reprinted in [1983-1984 Transfer Binder} Fed. Banking
L. Rep. (CCH) 999,732 (*‘American National’’}. The advisory activi-
ties approved in the American National decision included the provi-
sion of individualized investment advice to various bank clients, the
exercise of discretionary trading authority, and the distribution of
investment recommendations and analyses of economic trends in a
newsletter. The two subsidiaries would not share employees, office
space or telephones, but would share a common name and address. In
addition, the two would refer customers to each other, and the
advisor’s newsletter would be marketed to brokerage customers. The
subsidiaries would not share fees or receive fees for referring custom-
ers to the other. The legality of this ruling has been challenged in
Securities Industry Ass'n v. Conover, No. 83-3581 (D.D.C. filed
Nov. 30, 1983). This lawsuit has been stayed pending the outcome of a
lawsuit which is currently before the Supreme Court on the issue of
whether discount brokerage offices are bank branches.

as part of their permissible government securities
underwriting and money market operations, banks buy
and sell as agent for customers, and offer specific
investment advice with respect to, obligations of the
United States, certain obligations of various States
and municipalities, and certain money market instru-
ments.'4 Banks also combine investment advice and
execution services with respect to futures contracts on
a transaction-related fee basis. s

In sum, by linking separate advisory and execution
functions in these specific situations, banks now pro-
vide services that are very close in function to those
proposed by CSC: making recommendations concern-
ing the purchase or sale of securities or other financial
instruments and then executing the customer’s direc-
tions based on these recommendations. Accordingly,
the Board believes that these existing activities of
banks would equip bank holding companies particular-
ly well to provide the securities execution and adviso-
ry services proposed by CSC as a combined service,
and support a determination that the proposed activi-
ties are closely related to banking.'¢

I1. The Proposed Activity as a Proper Incident
to Banking

With regard to the ‘‘proper incident’’ requirement,
section 4(c)(8) of the BHC Act requires the Board to
consider whether the performance of the activity by an
affiliate of a holding company ‘‘can reasonably be

14. Member banks are specifically authorized to conduct the under-
writing and dealing activities pursuant to sections 16 and 5 of the
Glass—Steagall Act. 12 U.S.C. §3 24 Seventh and 335. The 36 banks
that are primary dealers in government securities routinely provide
investment advice to their customers concerning those securities. The
investment advice in these instances is offered on a non-fee basis.
Manufacturers Hanover Corporation, 70 FEDERAL RESERVE BULLE-
TIN 661, 662 (1984).

15. National banks have been permitted to execute and clear
futures contracts, for the account of customers, through their opera-
tions subsidiaries that serve as futures commission merchants, J.P.
Morgan & Co. Incorporated, 71 FEDERAL RESERVE BULLETIN 251
(1985). The provision of futures advisory services by national banks is
also lawful, Manufacturers Hanover Corporation, 70 FEDERAL RE-
SERVE BULLETIN 369, 370 (1984). Commercial banks also engage in
providing foreign exchange advice and transaction services to their
customers, See Hong Kong and Shanghai Banking Corporation,
et al., 69 FEDERAL RESERVE BULLETIN 221 (1983).

16. The SIA argues that the combined activity is not closely related
to banking because services provided by bank trust departments differ
significantly from those proposed here. The SIA asserts in particular
that bank trust departments may not utilize affiliated brokers to buy
and sell securities for customers. However, as noted earlier, neither
the OCC nor the Board completely precludes a bank trust department
from the use of affiliated brokers. Moreover, even if banks may not
engage in a particular activity, the activity may nevertheless be
closely related to banking. Under the framework set forth in the BHC
Act, nonbank affiliates of banks are allowed greater latitude in the
conduct of nonbanking activities than are banks themselves. In ICI I,
the Supreme Court expressly stated that under the BHC Act (as well
as the Glass—Steagall Act) a bank affiliate may engage in activities that
would be impermissible for the bank itself. 450 U.S. at 63~64.
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expected to produce benefits to the public, such as
greater convenience, increased competition, or gains
in efficiency that outweigh possible adverse effects,
such as undue concentration of resources, decreased
or unfair competition, conflicts of interests, or un-
sound banking practices.”’ As discussed below, the
Board finds that on balance consummation of this
proposal can reasonably be expected to result in public
benefits outweighing possible adverse effects.

A. Public Benefits

In the Board’s view, the proposal will result in some
public benefits. CSC will enter the brokerage market
as a de novo competitor. Although the full-service
brokerage industry is competitive and there are no
significant barriers to entry into the market, the entry
of a new competitor into the field should provide some
increased competition.'” In addition, the ability to
obtain both investment advice and the execution of
securities transactions at the same location will result
in increased efficiencies for CSC through the sharing
of facilities, equipment and personnel.

B. Adverse Effects

The SIA argues that this proposal would lead to such
significant adverse effects that denial of the application
is required. Applicant argues that the limitation of the
proposed services to institutional customers, its series
of commitments regarding the conduct of the proposed
activities, as well as existing statutes and regulations
regulating these activities, all guard against adverse
effects such as possible conflicts of interest. The
Board, having considered the facts of record and the
allegations of all of the parties, finds that the proposal
is not likely to result in any significant adverse effects.

1. Unsound Banking Practices

Damage 10 Bank Reputation. The SIA contends that
depositors might lose confidence in Bank if invest-
ments made on the recommendation of its affiliate
CSC do poorly. Based on the record, the Board finds
no substantial basis for this contention.

The Board has long held the view that, as a practical
matter, a bank cannot be completely insulated from

17. See Independent Ins. Agents of America v. Board of Gover-
nors, 736 F.2d 468, 474 (8th Cir. 1984) (**[T]he mere fact of new entr{y]
into the field is indicative of some degree of increased competition’’).
See also United City Corporation, 71 FEDERAL RESERVE BULLETIN
662, 663 (1985); 12 C.F.R. § 225.24 (*'Unless the record demonstrates
otherwise, the commencement or expansion of a4 nonbanking activity
de novo is presumed to result in benefits to the public through
increased competition”’).

the fortunes of a nonbank subsidiary of its holding
company, since the securities markets, the general
public, and the holding company itself typically look
upon the bank and its affiliate as part of a consolidated
organization. The Board has also recognized, howev-
er, that conducting nonbanking activities in a separate
affiliate can to some extent prevent problems associat-
ed with the nonbanking activity from affecting the
bank. The Board regards as a significant factor in its
approval of this proposal Applicant’s commitment that
it will maintain a functional and corporate separation
between CSC and other NatWest affiliates.

In particular, Applicant has stated that CSC will be
maintained, and will hold itself out to the public, as a
separate and distinct corporate entity with its own
name, properties, assets, liabilities, books and rec-
ords. Except for the provision of investment advice
and execution services directly to other NatWest
affiliates (as a permissible servicing activity under
section 225.22(a) of Regulation Y), NatWest also has
stated that CSC will conduct its business separate
from the other NatWest affiliates, and its agreements
with customers will indicate that CSC is solely respon-
sible for its contractual obligations and commitments.
All of CSC’s notices, tickets, advice, confirmations,
correspondence and similar documentation will be
clearly imprinted so as to avoid confusion on the part
of institutional customers or others between CSC’s
business and that of any other entity. In addition,
CSC’s offices will either be separate from those of
other NatWest affiliates or, in the case of offices
established in a building in which another NatWest
affiliate also has offices, in areas separate from areas
utilized by such affiliate.

Applicant also has committed that no officer of CSC
will serve as an officer either of its overseas parent
NatWest Bank PLC, Bank, or of any subsidiary of
Bank.!®* Moreover, no director of CSC will also be a
director of NatWest Bank PLC, Bank, or any of
Bank’s subsidiaries. !

In addition, CSC’s corporate name would be differ-
ent from that of Bank and its parent bank holding
companies. CSC’s name does, however, reflect its
affiliation with an overseas merchant bank, County
Bank, U.K. Since CSC expects to deal largely with
U.S. customers, this current similarity in name does
not appear significant for purposes of an association in
the public’s mind between CSC and its U.S. bank
affiliate.

18. In addition, no officer of CSC engaged in providing investment
advisory or brokerage services will also provide such services on
behalf of any other NatWest affiliate.

19. It is anticipated, however, that certain directors of CSC may
also be directors of other subsidiaries of NatWest Bank PLC.
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Although it is possible that a particular customer of
CSC may withdraw funds from Bank on the basis that
the investment advice provided by CSC was not to the
customer’s liking, this possibility does not, in the
Board’s judgment, constitute a significant adverse
effect. First, existing bank investment advisory affili-
ates (and banks themselves in investing trust assets or
acting in another traditional advisory capacity) are
already subject to this potential loss of depositor
confidence. No evidence has been presented indicat-
ing that public confidence in banks has been seriously
impaired becatse of the provision of investment ad-
vice either directly by the bank or through an affiliate.
In addition, the institutional customers to be served by
CSC would be financially sophisticated and thus
would be less likely to place undue reliance on the
advice received. Furthermore, neither CSC nor Bank
would purchase specific investments with their own
funds, so that should investments recommended by
CSC prove unsuccessful, the public and depositors
should understand that the banking organization itself
would not suffer serious financial josses.

In addition, Applicant’s commitment not to permit
the exchange of confidential information (including
customer and depositor lists and information regarding
extensions of credit by any NatWest affiliate) between
CSC and its affiliates further limits the potential that
depositors of NatWest’s affiliated bank might be solic-
ited by CSC for their business, and would further
mitigate the potential for loss of depositor confidence.

In any event, both the Board and the Supreme Court
have recognized that the public association between
bank and nonbank subsidiaries of the same parent
bank holding company cannot be completely eliminat-
ed, but as well that this factor does not represent
grounds for denial of a proposal. Here, both Applicant
and the Board have adopted certain restrictions on the
conduct of the proposed activity in order to mitigate
such a public association. The Supreme Court, in its
ICI 1l decision, specifically relied on the Board’s
imposition of similar restrictions on the relations be-
tween a bank holding company investment advisor and
its affiliates in approving a Board regulation permitting
bank holding companies to act as investment advisors
to closed-end investment companies. The Court stated
that:

These restrictions would prevent fo a large extent the
association in the public mind between the bank and the
investment company, as well as the resulting connection
between public confidence in the bank and the fortunes
of the investment company.

450 U.S. at 67 n.39 (emphasis added). In view of the
provisions for corporate separateness proposed by
Applicant, the fact that brokerage transactions by CSC

would be conducted only as agent, the lack of any
evidence that depositor confidence would be impaired,
as well as the other factors of record, the Board
believes that the public association between
NatWest’s bank subsidiaries and its securities affiliate
will be ‘‘prevent(ed] to a large extent’” and will not
pose an undue risk to the NatWest holding company
system, its banking and nonbanking subsidiaries, or to
the soundness of the banking system generally.

Lack of Impartial Credit. The SIA also alleges that
NatWest’s banks might be tempted to make imprudent
loans to corporations in which CSC’s customers had
invested at its recommendation, presumably in order
to boost the market value of the stock and thereby
increase CSC’s brokerage commissions, attract new
customers, or preserve corporate good name and
reputation. However, it would not be rational for a
bank to risk making unsound loans solely to obtain a
comparatively insignificant increment in revenues for
a brokerage affiliate from new brokerage and invest-
ment advisory customers. In addition, the likelihood
of damage to corporate good name as a result of
imprudent lending dwarfs any gain in income, or the
benefit of maintaining existing customers, arising from
such imprudent practices.

In addition, NatWest has committed that CSC will
not transmit its advisory research or recommendations
to the commercial lending department of any NatWest
affiliate, so that those responsible for making credit
decisions on commercial loans would not routinely be
aware of which particular securities CSC has recom-
mended. The Board also notes that, as is the case with
many of the potential abuses cited by the SIA, any
banking organization that provides investment advice
is subject to the same possible risk of impairment of
impartial lending practices. However, no showing has
been made that unsound lending practices have been
attributable to the provision of investment advisory
services, 20

Shore Up Failing Securities Affiliate. Another po-
tential unsound banking practice that is cited as arising
from the affiliation of a banking organization with a
securities firm is the prospect of unwarranted exten-
sions of credit by a bank to shore up its securities
affiliate if the affiliate encountered financial difficul-
ties.?!

20. Nor is it realistic to expect that Bank would make unsound
loans to enable CSC's customers to purchase securities recommended
by CSC. CSC will not refer its customers who seek to purchase
securities on credit to any affiliated bank. Nor will any bank affiliated
with CSC have any established program for extending credit for the
purchase of securities by customers of CSC. Instead, CSC itself would
extend margin credit, as provided for in Regulation Y.

21. See Investment Company Institute v. Camp, 401 U.S. 617, 631
a9y rcr .
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However, CSC will not be acting as a principal to
any extent or engaging in speculative ventures. Since
its own funds will not be at risk in any transaction,
significant losses by CSC as a result of its securities
transactions are not likely. In addition, loans from
NatWest’s affiliated bank to CSC would be restricted
by the lending limitations of section 23A of the Federal
Reserve Act.??

2. Conflicts of Interest

Provision of Biased Investment Advice. The SIA al-
leges that adding an advisory service to a brokerage
operation could give CSC opportunities to recommend
to its customers the purchase or sale of securities of
issuers to which its bank affiliates had extended credit,
especially where the proceeds of the securities would
be used to repay loans to the bank affiliates. However,
to a large extent, CSC’s investment advice is likely to
relate to securities traded in the secondary market,
i.e., securities that have already been issued and are
now held by the public. Even if CSC were to recom-
mend newly issued securities, the federal securities
laws would require public disclosure of the expected
use of the proceeds of the issue.?

In addition, NatWest has committed to create a
“‘Chinese Wall’’ between its bank and its securities
affiliate—similar to those walls created by banks with
regard to the provision of trust services.?* Thus, CSC
personnel will not be given customer lists and other
confidential information obtained by CSC’s affiliates
in connection with their commercial banking opera-
tions. This limitation would minimize the possibility
that CSC employees would be aware of potential
benefit to affiliated banks as a result of CSC’s recom-
mendations. Moreover, since CSC’s customers will be
financially sophisticated institutions or individuals,
they should be better able to detect investment advice
that is motivated by self-interest.

The Board notes that in reviewing an application
under section 4(c)(8) of the BHC Act, the Board is
entitled to rely on an applicant’s commitments, the
imposition of conditions, or on statutory and regula-
tory provisions in concluding that adverse effects will
not occur.?’ The Board has ample authority to enforce

22, 12 U.S.C. § 371c.

23. See, e.g., 15 U.S.C. § 77aa(13).

24. See, e.g., FRRS § 3-1550 (March 17, 1978).

25. Independent Ins. Agents of America v. Board of Governors, 646
F.2d 868, 869-870 (4th Cir. 1981); Alabama Ass'n of Ins. Agents v.
Board of Governors, 533 F.2d 224, 250 n.25 (5th Cir. 1976), modified
on other grounds, 558 F.2d 729 (5th Cir. 1977), cert. denied, 435 U.S.
904 (1978). The Board notes that NatWest engages in extensive
merchant banking activities outside of the United States, including
acting as a dealer in securities, However, NatWest has committed that
the securities operations of its overseas affiliates will be limited to
transactions that do not constitute dealing in securities in the United
States. Moreover, in any transaction by CSC in which a NatWest

compliance with these commitments, conditions, and
regulatory provisions,26

Moreover, the Board believes that the possibility of
biased investment advice represents a potential abuse
that conceivably could occur any time a bank holding
company provides investment advice alone, regardless
of whether brokerage services would also be provided.
None of the commenters has identified any evidence
that bank holding companies providing investment
advice under the existing regulatory provisions have
improperly made investment recommendations in or-
der to benefit the commercial lending operations of
affiliated banks. On balance, the Board finds that the
addition of brokerage to a holding company’s invest-
ment advisory services does not appear to increase the
likelihood of this kind of abuse.

Churning and Unsuitability. As noted above, full-
service brokers do not usually charge an explicit fee
for investment advice. Thus, these brokers look to
commissions from buying and selling securities for
customers as compensation for advisory services.?’ [t
has been recognized that in the case of nonbank full-
service brokers, the joint pricing of investment adviso-
ry and securities execution services might provide an
incentive for the broker to give biased advice designed
to generate increased trades and thus increase its
commissions, i.e., ‘“‘churning”’, or for the broker to
make recommendations unsuitable for particular cus-
tomers.28 CSC, however, like a full-service broker not
affiliated with a bank, would be a registered broker-
dealer under the Securities Exchange Act, would also
be registered under the Investment Advisors Act, and
would be a member of the National Association of
Securities Dealers. CSC, therefore, would be subject
to the antifraud provisions of the Securities Exchange
Act of 1934, as well as the general antifraud provisions
in applicable regulations, which have been interpreted
as prohibiting the churning of customer accounts and
the recommending of securities that are not suitable
for particular customers.??

In addition, the Board believes that other factors
associated with this particular application further as-
sure that this kind of tainted advice would not result

affiliate is a counter-party (e.g., where CSC would purchase securities
desired by a customer from its affiliate’s inventory), NatWest has
committed that CSC will disclose this fact to its customer and obtain
the customer’s specific consent for the transaction.

26. 12 U.S.C. § 1818(b)-(1), 1847(b).

27. See 47 Federal Register 37,005 (1983).

28. Brokerage fees are usually charged for each transaction execut-
ed-—the higher the volume of transactions, the greater the amount of
brokerage income.

29. See 15 U.S.C. § 78k and 17 C.F.R. § 240.15¢l-2(a), respective-
ly. Section 206 of the Investment Advisors Act (15 U.S.C. § 80b-6),
its antifraud provision, also would prohibit such practices. Since CSC
at times would provide investment advice for a separate fee, CSC
would not be eligible for the exemption from the Advisors Act for
registered broker-dealers. See id., § 80b-2(a)(11).
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from this proposal, although the Board does not rely
solely on such factors. Applicant’s commitment to
limit its services only to institutional customers makes
it less likely that CSC would be able to churn accounts
or make unsuitable recommendations, since these
financially sophisticated customers are likely to be
aware of many alternative sources of advisory and
brokerage services and to have the resources to com-
pare performance and prices. In addition, CSC will not
have investment discretion over any customer ac-
counts. In every case, CSC’s customers will decide
whether a particular purchase or sale transaction will
be undertaken.

Moreover, CSC will not require its customers to use
both its investment advisory and securities brokerage
services, and will charge a separate fee for those
customers desiring only investment advice or agency
executions. In this regard, the Board has indicated in
an analogous context that, ‘‘charging a separate fee for
advice reduces the possibility for churning because it
reduces the incentive to recommend additional trades
to generate fees.’’?

Finally, in designating portfolio investment advice
as closely related to banking, section 225.25(b)(4) of
Regulation Y states that in furnishing such services,
bank hoiding companies and their subsidiaries ‘‘shall
observe the standards of care and conduct applicable
to fiduciaries.”’ Such fiduciary standards would also
prohibit the churning of accounts and other self-
interested practices. CSC must abide by the fiduciary
responsibilities imposed on investment advisors by
that section in conducting its proposed services.!

3. Undue Concentration of Resources/Unfair
Competition

In the Board’s view, the entry of NatWest into the full-
service securities brokerage market to serve institu-
tional customers would not result in an undue concen-
tration of resources or unfair competition. Since CSC
would be a de novo entrant into a highly competitive
field, this proposal is not likely to produce undue
concentration of resources. In addition, the Board
finds no evidence in the record indicating that this
proposal would result in any unfair or decreased
competition.

In sum, based upon a consideration of all the
relevant facts, the Board concludes that this proposal
may reasonably be expected to result in public benefits

30. Manufucturers Hanover Corporation, 70 FEDERAL RESERVE
BULLETIN 369 (1984) {futures commission merchant activities).

31. To the extent that CSC’s full-service brokerage functions are
viewed as a new nonbanking activity that is not technically subject to
the fiduciary obligations imposed by the terms of section 225.25(b)(4),
the Board conditions its approval of the proposal on CSC’s obser-
vance of the standards of care and conduct applicable to fiduciaries.

that outweigh possible adverse effects. The Board
therefore finds that the proposal satisfies the proper
incident test under section 4(c)(8) of the BHC Act.

1. Glass-Steagall Act Considerations

In its evaluation of the application, the Board has also
considered whether CSC's acquisition by Applicant
would result in a violation of the Glass—Steagall Act,
the popular term for provisions of the Banking Act of
1933, which is designed to insulate commercial bank-
ing from certain aspects of the securities business. The
Glass—Steagall Act provisions at issue in this proposal
are: section 20 (12 U.S.C. § 377), which prohibits the
affiliation of any bank that is a member of the Federal
Reserve System with any corporation or similar orga-
nization that is ‘‘engaged principally in the issue,
flotation, underwriting, public sale, or distribution’’ of
securities; and section 32 (12 U.S.C. § 78), which
prohibits an officer, director or employee interlock
between a member bank and a company ‘‘primarily
engaged’’ in such activities,

As a result of this proposal, CSC would become
affiliated for purposes of section 20 with Bank, a
member bank,*? and would by any measure be en-
gaged principally in the full-service brokerage busi-
ness. Thus, if CSC’s proposed brokerage activities
constitute ‘‘the issue, flotation, underwriting, public
sale, or distribution™ of securities, the proposal would
result in a violation of section 20.

The SIA argues that the combination of investment
advice with buying and selling securities on behalf of
customers constitutes the ‘‘public sale™ of securities.
SIA also contends that the combination gives rise to
the ‘‘subtle hazards’’ the Glass-Steagall Act was
meant to eliminate, such as damage to the bank’s
reputation and its position as an impartial provider of
credit. ¥

For the reasons noted herein, and on the basis of the
facts appearing in the record, the Board concludes that
the combination of investment advice and execution
services as proposed here does not constitute a *‘pub-
lic sale”’ of securities for purposes of section 20 or 32
of the Glass-Steagall Act and that the proposal is
consistent with the intent of that Act.

32. CSC and Bank would also have some common employees for
purposes of section 32, The Board’s analysis of whether brokerage
activities are covered by section 20 of the Act is equally applicable to
section 32 because, as the Supreme Court indicated in its Schwab
decision. **sections 20 and 32 contain identical language, were enacted
for similar purposes, and are part of the same statute.”” 104 S, Ct. at
3010.

33. It is undisputed that NatWest's proposed activity does not
constitute the “‘issue, fiotation, underwriting . . . or distribution” of
securities for purposes of sections 20 and 32.
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A. The Public Sale of Securities Under
Sections 20 and 32

In its decision affirming the Board’s approval of the
acquisition by BankAmerica Corporation of Charles
Schwab & Co., the Supreme Court characterized the
term ‘‘public sale’’ in section 20 as not applying to a
discount broker—a firm that buys and sells securities
solely for the account of and at the direction of
customers, but that does not provide investment ad-
vice. The Court stated that ‘‘public sale’” should be
interpreted by reference to the activities described by
the terms surrounding it in section 20 — the “‘issue,
flotation, underwriting, and distribution’” of securi-
ties.* The Court further stated that the terms used in
conjunction with public sale refer to activities in which
a bank affiliate acts for its own account or where new
issues of securities are distributed to the public on
behalf of an issuer.3’ On this basis, the Court conclud-
ed that the retail brokerage business at issue in that
case did not involve these activities.®

Since the broker in that case did not provide invest-
ment advice, the Schwab decision did not reach the
issue of whether a broker, like CSC, that would also
provide investment advice would be engaged in the
“public sale’’ of securities. However, in the Board’s
view, the addition of investment advice to securities
execution services as proposed by CSC would not
render the combined activity the ‘‘public sale’’ of
securities. In providing investment advice in connec-
tion with the execution of securities transactions, CSC
would act solely as agent for its customers and would
not act as a principal (i.e., with its own funds) in
buying and selling securities. CSC would not, like
many securities firms, make a market in securities
with its own funds. Nor would CSC offer securities to
the public as agent for the issuer of securities.’” Thus,
CSC’s full-service brokerage services would not in-
volve any of the factors used by the Supreme Court in
describing the term public sale in section 20.

34. Schwab, 104 S. Ct, at 3010.

3S. Id., at 3010 & n. 17. The Court noted that the process by which
large blocks of securities are offered to the public by an investment
banker acting solely as the agent of the issuer is not technically
underwriting, but left open the question of whether this *‘best efforts’’
underwriting is covered by the Act, since the brokerage business at
issue in Schwab did not involve this kind of distribution plan. /d.

36. Id. While both the Supreme Court and the Board described the
activities involved in Schwab as executing transactions on the *‘unso-
licited’’ order of customers, nothing in the analysis of the Court or the
Board suggests that lack of solicitation is a decisive factor in determin-
ing whether a particular activity is covered by the language of section
20.

37. NatWest has stated that CSC will have no association with a
particular issuer and no financial interest in the placement of a
particular offering.

Indeed, the Supreme Court has concluded that the
provision of investment advice to an investment com-
pany does not violate the Glass-Steagall Act, even if
performed by a bank, provided that the bank does not
underwrite any issue of securities or purchase any
securities of the investment company. ICI I1, 450 U.S.
at 62-63. The combination of similar investment advis-
ory activities, as proposed here, with securities execu-
tion services clearly not proscribed by section 20 or
32, does not convert the components into the kind of
principal or distribution activity covered under section
20 or 32.3

The Board’s conclusion that CSC’s proposed activi-
ties do not constitute the ‘‘public sale’’ of securities
for purposes of sections 20 and 32 is consistent with
the legislative history of the Act, which reveals that
the focus of Congressional concern was the underwrit-
ing, dealing and stock speculation activities that were
then conducted by banks and their securities affili-
ates.” There is no indication in the legislative history
that Congress intended to prohibit the kind of broker-
age activities proposed for CSC, where no position is
taken in the securities traded or where there is no
distribution of securities to the public on behalf of an
issuer.40

The SIA contends that the proposed activities are
contrary to the purposes of the Glass-Steagall Act
which, it argues, was meant to take every remedial
step within Congress’ constitutional power to divorce
the banking industry from the securities business.
However, it is clear from the terms of the Act itself
that Congress did not intend to erect a complete
barrier between banking organizations and the con-
duct of all securities activities. Under section 20, for

38. The SIA argues that CSC would be involved in the ‘‘public
sale’’ of securities within the ordinary meaning of the term, because in
brokering securities that it recommends CSC *‘touts’’ or **promotes’’
specific securities. Such a construction is fundamentally inconsistent
with the Supreme Court’s interpretation of the term *‘‘public sale’’ in
the Schwab decision as explained above. Moreover, if the SIA’s
construction were the correct meaning of the term public sale, then
any time a banking organjzation provided investment advice it would
be engaged in the proscribed securities business, since in making
investment recommendations an advisor can be viewed as ‘‘promot-
ing’’ specific securities in a general sense.

39. As the Supreme Court stated in ICI 1I:

The legislative history reveals that securities firms affiliated with banks had
engaged in perilous underwriting operations, stock speculation, and maintaining a
market for the bank's own stock, often with bank resources. Congress sought to
separate national banks, as completely as possible, from affiliates engaged in such
activities.

450 U.S. at 61-62.

40. During congressional consideration of the Glass-Steagall legis-
lation, the scope of permissible bank brokerage activity was not
discussed in detail. The relevant legislative history merely states that
national banks would be permitted to buy and sell securities for their
customers to the same extent as heretofore. S. Rep. No. 77, 73rd
Cong. 1st Sess. 16 (1933).
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example, certain types of securities activities, such as
underwriting, are proscribed to bank affiliates only if
the affiliate is ‘‘engaged principally’’ in that activity; in
section 32, an interlock between a bank and a firm
engaged in the same activities is proscribed only where
the affiliate is ‘‘primarily engaged’ in these activities.
Similarly, the underwriting of a wide range of govern-
ment securities is expressly authorized to member
banks under section 16 of the Glass—Steagall Act.¢

B. Banking Practices and Securities Brokerage
After Glass—Steagall

The conclusion that CSC’s activities do not involve
the ‘‘public sale’’ of securities is consistent with the
Board’s longstanding position that full-service broker-
age activities do not fall within the scope of ‘‘public
sale” as used in section 32 of the Glass—Steagall Act.
In 1934, the Board interpreted the interlock prohibi-
tions of section 32 as not covering agency brokerage
activities,*? and in 1936 incorporated this position into
its regulation implementing the provisions of section
32, Regulation R.%3 In particular, Regulation R provid-
ed that a ‘‘broker who is engaged solely in executing
orders for the purchase and sale of securities on behalf
of others in the open market is not engaged in the
business referred to in section 32.”" This provision has
never been altered. In Schwab, the Supreme Court
expressly relied on this administrative interpretation,
finding that the interpretation should apply as well to
the terms of section 20, and that the interpretation is
consistent with both the plain language and legislative
intent of the statute.*

Under this interpretation, a broker that combines
investment advice with buying and selling securities
on behalf of customers similarly is not engaged in the
public sale of securities. On the basis of this interpreta-
tion, the Board has allowed numerous interlocks be-
tween member banks and full-service brokerage

41, The SlA’s reliance on passing references in the legislative
history to ‘“‘brokerage houses' and ‘‘commissions’’ for securities
activities is misplaced. These references do not show any intent to
prohibit brokerage activities per se, but clearly were meant to describe
securities firms generally. In the 1930s brokerage houses, in addition
to providing brokerage services, also typically acted as principals in
dealing in and underwriting securities. These operations are among
the activities proscribed by section 20. See Board of Governors v.
Agnew, 329 U.S. 441, 445-46 (1947). In addition, the references in the
legislative history pointed out by the SIA, where concern is expressed
that the perceived integrity of a bank securities affiliate may have
induced the public to purchase particular securities, described circum-
stances in which the affiliate was functioning as an underwriter, not as
a broker.

42. 20 FEDERAL RESERVE BULLETIN 393 (1934).

43. 12 C.F.R.§ 218.1, n.1.

44, Schwab, 104 8. Ct, at 3010-11.

firms,* such as Bache and Co. and Harris, Upham &
Co., the latter as late as 1962.4 Indeed, in the Board’s
administrative action under section 32 of the Glass—
Steagall Act at issue in Board of Governors v. Ag-
new,* the Board excluded brokerage activities in
determining whether the securities firm involved in
that case was primarily engaged in underwriting or the
public sale of securities. The Supreme Court’s deci-
sion upholding the Board’s conclusion that the firm
was primarily engaged under section 32 left undis-
turbed the Board’s exclusion of brokerage from the
securities activities described in section 32.48

The Board also notes that immediately after the
enactment of Glass—Steagall prominent private banks,
which were a chief target of the Act,* apparently
believed that full-service brokerage did not constitute
‘‘issuing, underwriting, selling, or distributing’’ under
section 21 of that Act (12 U.S.C. § 378), and on this
basis continued to provide full-service brokerage.s®
Given that section 21 is part of the same statute as
section 20, was enacted for the same purpose, and that
the two sections have similar language, the apparent
industry understanding that full-service brokerage is
not the impermissible ‘‘selling’’ of securities for pur-
poses of section 21 further supports the conclusion

45. See Letter from Merritt Sherman, Secretary of the Board, to
Howard D. Crosse, Vice President, Federal Reserve Bank of New
York (May 7, 1962) (Harris, Upham determination); Letter from S. R.
Carpenter, Secretary of the Board, to R. B. Wiltsee, Vice President,
Federal Reserve Bank of New York (June 13, 1954) (Bache and Co.
determination).

46. It is clear that these organizations conducted ‘‘full-service
brokerage activities, because discount brokerage did not emerge until
after May 1, 1975, when fixed brokerage rates were eliminated, and
securities firms in response ‘‘unbundled’” their services to provide
investment advice and securities execution services separately. In
addition, a 1936 study by the Securities and Exchange Commission
regarding broker-dealers indicated that many commission brokers at
that time discussed market conditions and furnished specific invest-
ment advice to their customers. Securities and Exchange Commis-
sion, Report on the Feasibility and Advisability of the Complete
Segregation of the Functions of Dealer and Broker at 3 (June 20,
1936).

47. 329 U.S. 441 (1947).

48. On judicial review, the member bank directors affected argued
that the securities firm was primarily engaged in the brokerage
business, because that business generated its largest source of reve-
nue, and that the company, « fortiori, could not be primarily engaged
in any activity described in section 32. If the Court or the Board had
believed that brokerage fell within the ambit of section 32, the
combined underwriting and brokerage income would have been so
great (constituting well over 50 percent of the firm's business) that
there would have been no “‘primarily engaged’” issue to decide.

49. See e.g., Stock Exchange Practices: Hearings Before the
Senate Commirtee on Banking and Currency on S. Res. 64 and S. Res.
56, 73rd Cong., 2d Sess. 3975-3981 (1933) (Testimony of Winthrop W.
Aldrich, President, Chase National Bank).

50. 138 Commercial and Financial Chronicle 3869, at col. | (June 9,
1934) (Brown Brothers Harriman and Co.); N.Y. Times, June 9, 1934,
at 21, col. 3 (J.P. Morgan and Co.).



594 Federal Reserve Bulletin [1 August 1986

that full-service brokerage does not constitute the
public sale of securities for purposes of section 20.%

The Board recognizes that, to a great extent, these
interlocks between banks and brokerage firms and the
offering of brokerage services by private banks have
been discontinued. However, the Board believes the
fact that banks (and bank holding companies) are not
currently providing full-service brokerage activities
does not reflect any common understanding that such
activities are prohibited by the Act. As explained
above, some private banks did continue fuli-service
brokerage after the effective date of the Glass—Steagall
Act. In any event, the abandonment of these services
may have been caused by a variety of factors.s
Accordingly, the failure of banks and bank holding
companies to engage in brokerage activities until re-
cently is not determinative of the lawfulness of these
activities under the Act. For example, the courts have
recently upheld the offering of discount brokerage
services by bank affiliates and by banks directly, even
though banking organizations had not provided such
services before.*?

C. The Subtle Hazards Implicated by
Glass—-Steagall

The SIA also argues that regardless of whether such
brokerage or investment advisory activities are per-
missible separately, the combination of securities exe-
cution services and investment advice raises the po-
tential for the creation of those subtle hazards** that

51. The SIA also contends that full-service brokerage is commonly
understood to be unlawful for banks under the Glass-Steagall Act,
citing section 16 of the Act and an interpretation of section 21 by the
FDIC's General Counsel. Section 16 (12 U.S.C. § 24 Seventh) pro-
vides that a national bank's business of dealing in securities shall be
limited to purchasing and selling securities *‘without recourse, solely
upon the order and for the account of customers’’ and not for the
bank’s own account. It is not clear that section 16 prohibits for
member banks the types of activities at issue here, since under CSC's
proposal the customer must direct each trade executed by the broker,
even when CSC recommends the transaction.

Moreover, even if the SIA is correct that banks may not provide
full-service brokerage directly, this conclusion does not mean that an
affiliate would be so prohibited under section 20. The Glass-Steagall
Act prescribes different limitations on member banks than it does on
their affiliates, allowing, as the Supreme Court has stated, a broader
spectrum of activity for affiliates. ICI 11, 450 U.S. at 6364,

52. The Comptrolier of the Currency effectively limited the conduct
of such activities by national banks when, for over 20 years, he gave
section 16 of the Act (which applies to direct securities activities of
banks) a restrictive reading, confining such activities solely to an
(originally no-cost) ‘‘accommodation service’’ for customers. These
limitations have now been rejected as inconsistent with the statute.
See Security Pacific, supra, Further, it was only in the late 1960s that
large banks formed bank holding companies to engage in nonbanking
activities. In addition, commenters have noted that banks traditionally
had not considered the brokerage market very profitable, and banks
could have declined to enter the market on that basis. See Note,
National Banks and the Brokerage Business: The Comptroller’s New
Reading of Glass-Steagall Act, 69 Va. L. Rev. 1303 (1983).

53, Schwab, supra; Security Pacific, supra.

S54. ICI I, 401 U.S. at 638, ICI 11, 450 U.S. at 63. The Supreme
Court in ICI /I summarized these subtle hazards as follows:

Congress identified with the combination of commer-
cial banking and the securities business, and that
Congress sought to avoid through enacting the Glass—
Steagall Act.>s

At the outset, the Board notes that in its decisions
under the Glass—Steagall Act, the Supreme Court has
not relied on the possibility of ‘‘subtle hazards” as
determinative of the legality of a particular activity,
where the activity is permissible under the literal terms
of the statute. The Court has examined the potential
for subtle hazards in order to confirm that the literal
interpretation of the statute is correct or to shed light
on possibly ambiguous statutory language.s Here, as
demonstrated by a contemporaneous and unchanged
administrative interpretation that has been confirmed
by the Supreme Court in the Schwab opinion, full-
service brokerage does not fall within the literal terms
of “‘public sale’” or the other securities functions
described in sections 20 and 32 of the Act.

Moreover, after reviewing CSC’s proposed activi-
ties in light of the hazards the Glass-Steagall Act was
enacted to eliminate, the Board finds that the potential
that such hazards will occur as a result of the proposal
does not cast doubt on the correctness of the long-
standing interpretation that full-service brokerage is
not covered by the terms of sections 20 and 32. Like
the broker involved in Schwab, CSC will act solely as
agent and its assets would not be ‘‘subject to the
vagaries of the securities markets.’’>” The Board also
notes that virtually all of the potential hazards cited by
the SIA as resulting from the proposal (such as possi-
ble damage to the reputation of the affiliated bank due
to poor performance of recommended investments,
possible touting of securities issued by borrowers to

Because the bank and its affiliate would be closely associated in the public mind,
public confidence in the bank might be impaired if the affiliate performed poorly.
Further, depositors of the bank might lose money on investments purchased in
reliance on the relationship between the bank and its affiliate. The pressure on
banks to prevent this loss of public confidence could induce the bank to make
unsound loans to the affiliate or to companies in whose stock the affiliate has
invested. Moreover, the association between the cc cial and in

bank could result in the cial bank’s reputation for prud and restraint
being attributed, without justification, to an enterprise selling stocks and securi-
ties. Futhermore, promotional considerations might induce banks to make loans
to customers 1o be used for the purchase of stocks and might impair the ability of
the commercial banker to render disinterested advice.

450 U.S. at 66 n. 38.

55. The SIA specifically cites:

(1) the loss of confidence in banks if investments made on the
recommendation of their affiliates went bad;

(2) NatWest's ** ‘pecuniary incentive’ in promoting the sale of a
particular security’’ for a transaction-related fee will provide the
potential for biased investment advice;

(3) the touting of securities issued by corporate borrowers in
order to pay off pre-existing loans to its bank affiliates; and

(4) unwarranted extensions of credit to corporations whose secu-
rities have been recommended.

56. See ICI I, 401 U.S, at 629-38; ICI 1I, 450 U.S. at 66-67;
Securities Industry Ass’n v. Board of Governors, 104 S. Ct. 2979,
2989-91 (1984) (‘‘Bankers Trust''); Schwab, 104 S, Ct. at 3011.

57. See 104 S. Ct. at 3011.
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pay off loans from an affiliated bank, and possible
unsound loans to issuers whose securities have been
recommended), are equally as likely to occur when a
banking organization provides investment advice
alone. The fact that provision of investment advice is
not unlawful under the Act indicates that the hazards
cited by the SIA were not considered to be of such
significant concern as to require a legal prohibition. In
addition, as noted above, no evidence has been cited
that those investment advisory services, conducted
under the framework established by the Board, have
produced any conflicts of interests or other hazards.

In any event, each of the potential hazards advanced
by the SIA has been thoroughly considered in connec-
tion with the Board’s analysis of this proposal under
section 4(c)(8) of the BHC Act. As explained in the
Board’s section 4(c)(8) analysis, CSC’s affiliation with
a member bank, as structured by Applicant, will not
produce such significant potential hazards so as to
undermine the longstanding administrative interpreta-
tion that investment advice and brokerage are not
covered by sections 20 and 32 and are consistent with
the congressional intent reflected in the Act. For
example, there is no significant potential for loss of
confidence in an affiliate bank as a result of this
proposal, given the strict operational separation pro-
posed between CSC and other NatWest affiliates, the
fact that the public and bank depositors should under-
stand that CSC would not commit its own funds to any
specific investments, and that depositor lists would
not be transmitted from any affiliated bank to CSC.
With respect to the potential for biased investment
advice resulting from the proposed transaction-related
fee arrangement, the Board has noted that the federal
securities laws prohibit self-interested advisory prac-
tices such as churning and unsuitable recommenda-
tions. CSC would serve only institutional customers
that would be sensitive to less than impartial invest-
ment advice, and CSC would provide investment
advice and execution services for separate fees if
customers wished.

In addition, as explained above, the Board also finds
that there is no significant potential that CSC would
recommend securities the proceeds of which would be
used to pay existing loans made by an affiliated bank,
because the securities laws require disclosure of the
intended use of the proceeds, and because information
relating to loans made by NatWest affiliate banks
would not be made available to CSC. Finally, with
respect to the potential for unwarranted loans to
companies whose securities CSC has recommended,
the Board has noted that the expected benefit of such
conduct would likely be outweighed by the potential
losses resulting from the bad loans, and that informa-
tion relating to the particular recommendations made
by CSC would not be provided to NatWest affiliates.

In making its judgment about the lack of significant
hazards associated with this proposal, the Board has
relied on various commitments entered into by
NatWest limiting the scope of the proposed opera-
tions, and has imposed certain conditions on the
conduct of the proposed activity. The Board believes
that its reliance on the commitments and conditions
does not constitute the kind of regulatory approach the
Supreme Court has disfavored in constructions of the
Glass--Steagall Act.* The Supreme Court has explicit-
ly recognized that where a particular activity is per-
missible under the terms of the Act, the Board may
impose restrictions designed to assure that the activity
is insulated from the subtle hazards associated with
investment banking.® ICI II, 450 U.S. at 62, 66—67
n.39. The commitments of Applicant and the reasons
for them are discussed above in connection with the
consideration of the section 4(c)(8) factors.*®

1V. Conclusion

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 that the Board is required to
consider under section 4(c)@8) of the BHC Act is
favorable. Accordingly, the application is hereby ap-
proved, subject to the commitments made by Appli-
cant and the conditions set forth in this Order. This
determination is further subject to all of the conditions
set forth in the Board’s Regulation Y, including those
in sections 225.4(d) and 225.23(b), and to the Board’s
authority to require modification or termination of the
activities of the holding company or any of its subsid-
iaries as the Board finds necessary to assure compli-
ance with the provisions and purposes of the BHC Act
and the Board’s regulations and orders issued thereun-
der, or to prevent evasion thereof.

S8. Bankers Trust, 104 S. Ct. at 2988,

59. In Bankers Trust, the Supreme Court made ciear that an agency
may not rely on regulatory guidelines to overcome the explicit
language of the Glass-Steagall Act, if that language expressly applies
to the activity in question. Here, as explained above, the explicit
language of the Act does not apply to CSC’s activities. The Board also
has the independent authority under section 4(c)(8) of the BHC Act to
impose conditions to assure compliance with that provision.

60. In any event, the fact that an applicant has imposed limitations
on a proposed activity designed to assure that potential hazards do not
occur, does not necessarily support the conclusion that without each
of the limitations, the activity would implicate the subtle hazards that
motivated the Glass—Steagall Act. Indeed, in the Board’s experience,
an applicant may agree to limitations that are more stringent than what
is required by law, simply to eliminate the need to address specific
legal issues. Thus the limitations proposed by NatWest should not
necessarily be viewed as being mandated by the statute in every case.
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This 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 New
York, pursuant to delegated authority.

By order of the Board of Governors, effective
June 13, 1986.

Voting for this action: Vice Chairman Martin and Gover-
nors Rice, Seger, Angell, and Johnson. Chairman Volcker
abstained from this action. Absent and not voting: Governor
Wallich.

WiLLiaM W, WILES

[SEAL] Secretary of the Board

ORDERS APPROVED UNDER BANK HOLDING COMPANY ACT

By the Board of Governors

Recent applications have been approved by the Board of Governors as listed below. Copies are 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

Bank(s)

Board action
(effective
date)

Greater Texas Bancshares, Inc.,
Georgetown, Texas

Greater Texas Bank Leander,
Leander, Texas

June 26, 1986

Greater Texas Bank North, N.A.,
Austin, Texas

Lockhart State Bank,
Lockhart, Texas

Manhattan Banking Corporation,
Manhattan, Kansas

By Federal Reserve Banks

Kansas State Bank,
Manhattan, Kansas

June 23, 1986

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

American Commerce Ban-
shares, Inc.,
Omabha, Nebraska

Bank(s)

Financial Grou;ﬁijwr'r'ﬂ;o]’dt, lnci.,
Humboldt, Nebraska,
Financial Group Elk Creek, Inc.,

Reserve Effective
Bank Date

Kansas City

June 10, 1986

Humboldt, Nebraska
Financial Group Dawson, Inc.,

Dawson, Nebraska

American National Corporation,

Omaha, Nebraska
State Bank of Lima,

AmeriTrust Corporation,
Cleveland, Ohio

First Indiana Bancorp,
Elkhart, Indiana

Howe, Indiana

Cleveland May 20, 1986



Legal Developments

Section 3—Continued

Applicant

Banc One Corporation,
Columbus, Ghio

Bank Corporation of Georgia,
Fort Valley, Georgia

Banterra Corp.,
Eldorado, Hlinois

Bellwood Bancorporation, Inc.,
Bellwood, 1llinois

Caldwell Capital Corporation,
Caldwell, Texas

Citizens Fidelity Corporation,
Louisville, Kentucky

Coastal Commerce Bancshares,
Inc.,
Kaplan, Louisiana
Community Bancshares, Inc.,
Blountsville, Alabama

COMMUNITY FINANCIAL
CORP.,
Avilla, Indiana

The Conifer Group Inc.,
Worcester, Massachusetts

The Conifer Group Inc.,
Worcester, Massachusetts
Cumberiand Bancshares, Inc.,

Hartsville, Tennessee
DG Bancorp, Inc.,
Downers Grove, lllinois
ExTraCo Bankshares, Inc.,
Temple, Texas
First Banc Securities, Inc.,
Morgantown, West Virginia

First Coastal Banks, Inc.,
Portsmouth, New Hampshire

First FSB Bancshares, Inc.,
Italy, Texas

First Iilinois Corporation,
Evanston, Illinois

First National Bancshares of
Wetumpka, Inc.,
Wetumpka, Alabama

First State Bancshares of
Blakely, Inc.,
Blakely, Georgia

First Vernon Bancshares, Inc.,
Vernon, Alabama

Bank(s)

Marion Bancorp,
Marion, Indiana
The Citizens Bank of Ashburn,
Ashburn, Georgia
Norris City State Bank,
Norris City, Illinois
Peterson Bank,
Chicago, lllinois
First State Bank in Caldwell,
Caldwell, Texas
Madison National Bank of
Richmond,
Richmond, Kentucky
Kaplan State Bank,
Kaplan, Louisiana

Community Bank of Marshall
County,
Arab, Alabama

Community State Bank,
Avilla, Indiana

Hampshire National Bank of
South Hadley,
South Hadley, Massachusetts
Patriot Bancorporation,
Boston, Massachusetts
Citizens Bank,
Hartsville, Tennessee
Downers Grove National Bank,
Downers Grove, Illinois
Texana Bank, N.A.,
Waco, Texas
The Peoples National Bank of
Martinsburg,
Martinsburg, West Virginia
Merchants National Bank,
Dover, New Hampshire
FSB Bancshares, Inc.,
Waco, Texas
First Burlington Corporation,
La Grange, Illinois
The First National Bank of
Wetumpka,
Wetumpka, Alabama
First State Bank of Blakely,
Blakely, Georgia

The Bank of Vernon,
Vernon, Alabama

Reserve
Bank

Cleveland
Atlanta
St. Louis
Chicago
Dallas

St. Louis

Atlanta

Atlanta

Chicago

Boston

Boston
Atlanta
Chicago
Dallas

Richmond

Boston
Dallas
Chicago

Atlanta

Atlanta

Atlanta

Effective
Date

June 4, 1986
June 13, 1986
June 20, 1986
May 21, 1986
June 6, 1986

May 29, 1986
May 21, 1986

June 6, 1986

May 27, 1986

June 10, 1986

June 10, 1986
June 13, 1986
May 22, 1986

June 19, 1986

May 20, 1986

May 20, 1986
June 6, 1986
May 30, 1986

June 18, 1986

June 11, 1986

June 23, 1986
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Section 3—Continued

- Reserve Effective
Applicant Bank(s) Bank Date

First West Virginia Bancorp, First West Virginia Bank, N.A.—  Cleveland May 28, 1986

Inc., Buckhannon,

Wheeling, West Virginia Buckhannon, West Virginia
First Wilmington Corp., The First National Bank of Chicago June 4, 1986

Wilmington, llinois Wilmington,

Wilmington, Illinois

Fredonia Bancshares, Inc., Fredonia State Bank, Dallas June 25, 1986

Nacogdoches, Texas
Garden Plain Bancshares, Inc.,
Garden Plain, Kansas
Genala Banc, Inc.,
Geneva, Alabama
General Bancshares, Inc.,
South Pittsburg, Tennessee
Graham Shares of Waverly,
Inc.,
Waverly, Minnesota
Guaranty Bancshares
Corporation,
Shamokin, Pennsylvania

Hamel Bancorp, Inc.,
Hamel, Illinois

Harry A. Lowe Agency, Inc.,
Ouray, Colorado

IBT Bancshares, Inc.,
Gretna, Louisiana

Independent Community Banc
Corp.,
Norwalk, Ohio
Lakes Capital Corp.,
Water Valley, Mississippi
Marble Financial Corporation,
Rutland, Vermont
Marquette County Financial
Corporation,
Negaunee, Michigan
Nichols Hills Bancorporation,
Inc.,
Oklahoma City, Oklahoma
National Bankshares, Inc.,
Blacksburg, Virginia

Nacogdoches, Texas
Garden Plain State Bank,
Garden Plain, Kansas
The Citizens Bank,
Geneva, Alabama
Citizens State Bank,
South Pittsburg, Tennessee

Citizens State Bank of Waverly,

Waverly, Minnesota

Nanticoke Financial Services,
Inc.,
Nanticoke, Pennsylvania
The First National Bank of
Nicholson,
Nicholson, Pennsylvania
Hamel State Bank,
Hamel, Illinois
The Montrose County Bank,
Naturita, Colorado
Investors Bank and Trust
Company,
Gretna, Louisiana
The Citizens National Bank of
Norwalk,
Norwalk, Ohio
Bank of Water Valley,
Water Valley, Mississippi
Marble Bank,
Rutland, Vermont
The First National Bank of
Negaunee,
Negaunee, Michigan
Nichols Hills Bank and Trust
Company,
Oklahoma City, Oklahoma
The National Bank of Blacks-
burg,
Blacksburg, Virginia

Kansas City
Atlanta
Atlanta

Minneapolis

Philadelphia

St. Louis
Kansas City

Atlanta

Cleveland

St. Louis
Boston

Minneapolis

Kansas City

Richmond

May 29, 1986
June 17, 1986
May 28, 1986

June 9, 1986

June 11, 1986

May 29, 1986
May 30, 1986

June 11, 1986

June 4, 1986

June 17, 1986
June 16, 1986

June 11, 1986

June 13, 1986

June 13, 1986
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Section 3—Continued

New Braunfels Bancshares,
Inc.,
New Braunfels, Texas

Ogle County Bancshares, Inc.,
Rochelle, llinois

Omni Bancorp, Inc.,
Effingham, Illinois

Penn Rock Financial Services
Corporation,
Blue Ball, Pennsylvania

Pinnacle Financial Services,
Inc.,
St. Joseph, Michigan

Polk County Bancorporation,
Inc.,
Polk City, lowa

Putnam Bancshares, Inc.,
Hurricane, West Virginia

St. Joseph Bancorporation, Inc.,
South Bend, Indiana

Salin Bancshares of North
Central Indiana, Inc.,
Fort Wayne, Indiana
Sidney Bancorporation, Inc.,
Sidney, Illinois
Sierra Tahoe Bancorp,
Truckee, California
Southwest Bankers, Inc.,
San Antonio, Texas

Spring Valley Bancorp, Inc.,
Spring Valley, lllinois
Spurgeon Financial Corpora-
tion,
Spurgeon, Indiana
Summcorp,
Fort Waye, Indiana
The Summit Bancorporation,
Summit, New Jersey
Susquehanna Bancshares Inc.,
Lititz, Pennsylvania
Tyronza Bancshares, Inc.,
Tyronza, Arkansas
Valley-Hi Investment Company,
San Antonio, Texas

Citizens National Bank,
New Braunfels, Texas

Leland National Bancorp. Inc.,
Leland, Illinois

Crossroads Bank,
Effingham, HMlinois

Blue Ball National Bank,
Blue Bali, Pennsylvania

The Peoples State Bank of
St. Joseph,
St. Joseph, Michigan

The Polk City Savings Bank,
Polk City, lowa

Putnam County Bank,
Hurricane, West Virginia

First Union Bank and Trust
Company,
Winamac, Indiana

CAMDEN FINANCIAL COR-
PORATION,
Camden, Indiana

Sidney Community Bank,
Sidney, Illinois

Truckee River Bank,
Truckee, California

Bank of San Antonio/Medical
Center,
San Antonio, Texas

Spring Valley City Bank,
Spring Valley, lilinois

Pike Bancshares, Inc.,
Petersburg, Indiana

Kendallville Bank & Trust Co.,
Kendallville, Indiana

The Trust Company of Princeton,

Princeton, New Jersey
Williamsport National Bank,

Williamsport, Pennsylvania
Tyronza Bank,

Tyronza, Arkansas
Valley-Hi National Bank of

San Antonio,

San Antonio, Texas

Reserve
Bank

Dallas

Chicago
St. Louis

Philadelphia

Chicago

Chicago

Richmond

Chicago

Chicago

Chicago
San Francisco

Dallas

Chicago

St. Louis

Chicago
New York
Philadelphia
St. Louis

Dallas

Effective
Date

May 21, 1986

June 24, 1986
June 9, 1986

June 17, 1986

May 21, 1986
May 28, 1986
June §, 1986

June 19, 1986

May 30, 1986

May 28, 1986
June 9, 1986

June 24, 1986

May 27, 1986

June 6, 1986

June 13, 1986
June 6, 1986
May 30, 1986
June 3, 1986

May 19, 1986
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Section 4

Applicant

AmeriTrust Corporation,
Cleveland, Ohio

Bank of Virginia Company,
Richmond, Virginia
Escrow Corporation of
America, Inc.,
Pennock, Minnesota
Norwest Corporation,
Minneapolis, Minnesota

U.S. Trust Corporation,
New York, New York

Zions Utah Bancorporation,
Salt Lake City, Utah

By the Board of Governors

Sections 3 and 4

Applicant

MCorp,
Dallas, Texas

By Federal Reserve Banks

Applicant

NBD 7Western Corporation,

Detroit, Michigan

Bank(s)/Nonbanking Reserve Effective
Company Bank date
Associates Corporation of North Cleveland June 13, 1986
America,
Cleveland, Ohio
Dacor Finance, Inc., Richmond June 18, 1986

Jackson, Mississippi
Lyle Thomas Agency,
Willmar, Minnesota

Minneapolis

McKinney Wudel Insurance Minneapolis
Service,
Rapid City, South Dakota

Advanced Information Manage- New York

ment, Inc.,

Boston, Massachusetts
Century Mortgage Company,

Salt Lake City, Utah

San Francisco

May 28, 1986

May 21, 1986

June 18, 1986

June 13, 1986

Bank(s)/Nonbanking
Company

Effective
date

MBank, Arboretum,
Austin, Texas

National Computer Analysts, Inc.,
Princeton, New Jersey

ECOM Systems, Inc.,
Memphis, Tennessee

June 12, 1986

Bank(s)/Nonbanking

Reserve Effective
Company Bank date
Union Bancorp, Inc., B Chicago May 22, 1986

Grand Rapids, Michigan
Bankers Leasing Service, Inc.,
Southfield, Michigan
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ORDERS APPROVED UNDER BANK MERGER ACT

By Federal Reserve Banks

Applicant

The Central Trust Company,
Newark, Ohio Company,
Amanda, Ohio
Putnam County Bank,
Hurricane, West Virginia
Security Bank and Trust Com-
pany,
Southgate, Michigan
State Bank of Carthage,
Carthage, Indiana

Novi, Michigan

Mays, Indiana

BANK SERVICE CORPORATION ACT

By Federal Reserve Banks

Applicant

Trust Company Bank,
Atlanta, Georgia

Bank(s)

Th::WClearm(iireek VralleyWBanki-erg

PCB Bank Company, Inc.,
Hurricane, West Virginia
Security Bank Oakland County,

The First National Bank of Mays,

Bank(s)

SunTrust Service Corporation,
Orlando, Florida

Reserve Effective
Bank date
Cleveland 7 Ma}éZ, 1986 o
Richmond June 5, 1986
Chicago June 19, 1986
Chicago June 23, 1986
Reserve Effective
Bank date
Atlanta  June 18, 1986

PENDING CASES INVOLVING THE 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.

CBC, Inc. v. Board of Governors, No. 86-1001 (10th
Cir., filed Jan. 2, 1986).

Howe v. United States, et al., No. 85-4504-C (D.
Mass., filed Dec. 6, 1985).

Mpyers, et al. v. Federal Reserve Board, No. 85-1427
(D. Idaho, filed Nov. 18, 1985).

Souser, et al. v. Volcker, et al., No. 85-C-2370, et ul.
(D. Colo., filed Nov. 1, 1985).

Podolak v. Volcker, No. C85-0456, et al. (D. Wyo.,
filed Oct. 28, 1985).

Kolb v. Wilkinson, et al., No. C85-4184 (N.D. lowa,
filed Oct. 22, 1985).

Farmer v. Wilkinson, et al., No. 4-85-CIVI1.-1448 (D.
Minn., filed Oct. 21, 1985).

Kurkowski v. Wilkinson, et al., No. CV-85-0-916 (D.
Neb., filed Oct. 16, 1985).

Jensen v. Wilkinson, et al., No. 85-4436-S, et al. (D.
Kan., filed Oct. 10, 1985).

Alfson v. Wilkinson, et al., No, A1-85-267 (D. N.D.,
filed Oct. 8, 1985).

First National Bank of Blue Island Employee Stock
Ownership Plan v. Board of Governors, No. 85-
2615 (7th Cir., filed Sept. 23, 1985).

First National Bancshares Il v. Board of Governors,
No. 85-3702 (6th Cir., filed Sept. 4, 1985).

McHuin v. Volcker, et al., No. 85-2170 WARB (W .D.
Okl., filed Aug. 29, 1985).

Independent Community Bankers Associaton of South
Dakota v. Board of Governors, No. 84-1496 (D.C.
Cir., filed Aug. 7, 1985).

Florida Bankers Association, et al. v. Board of Gover-
nors, No. 85-193 (U.S., filed Aug. 5, 1985).

Urwyler, et al. v. Internal Revenue Service, et al., No.
CV-F-85-402 REC (E.D. Cal., filed July 18, 1985).

Johnson v. Federal Reserve System, et al., No. S85-
0958(R) and S85-1269(N) (S.D. Miss., filed July 16,
1985).

Wight, et al. v. Internal Revenue Service, et al., No.
CIV §-85-0012 MLLS (E.D. Cal., filed July 12, 1985).

Cook v. Spillman, et al., No. CIV S-85-0953 EJG
(E.D. Cal., filed July 10, 1985).
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Florida Bankers Association v. Board of Governors,
No. 84-3883 and No. 84-3884 (11th Cir., filed Feb.
15, 1985).

Florida Department of Banking v. Board of Gover-
nors, No. 84-3831 (11th Cir., filed Feb. 15, 1985),
and No. 84-3832 (11th Cir., filed Feb. 15, 1985).

Lewis v. Volcker, et al., No. C-1-85-0099 (S.D. Ohio,
filed Jan. 14, 198S5).

Brown v. United States Congress, et al., No. 84-2887-
6(I1G) (S.D. Cal., filed Dec. 7, 1984).

Melcher v. Federal Open Market Committee, No. 84—
1335 (D.D.C., filed Apr. 30, 1984).

Securities Industry Association v. Board of Gover-
nors, No. 80-2614 (D.C. Cir., filed Oct. 24., 1980),
and No. 80-2730 (D.C. Cir., filed Oct. 24, 1980).
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Money Stock and Bank Credit A3

1.10 RESERVES, MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES

Monetary and credit aggregates
(annual rates of change, seasonally adjusted in percent)!
ftem 1985 1986 1986
Q2 Q) Q4 Ql Jan.r Feb.r Mar. Apr. May
Reserves of depository institutions?
PTotal Lo 17.0 15.7 12.5 13.1 7.1 12.8 12.8 10.5 329
2 Required........ 17.3 16.4 1.5 12.3 5.8 13.4 18.4 13.2 32.6
3 Nonborrowed. . 19.1 17.8 10.4 19.1 2.1 10.0 16.3 7.3 3139
4 Monetary base? 8.2 9.6 82 8.6 9.3 7.6 8.0 5.9 13.7
Concepts of money, liguid assets, and debt*
3 M1 10.5 14.5 10.7 7.7 i1 7.3 14.17 14.5 23.2
6 6.3 9.5 6.0 4.3 1.5 3.5 6.8 13.8" 1.9
7 5.5 1.7 6.4 ~7.3 8.5 6.1 7.3 10.8 6.7
8 6.2 179 9.3 8.1 6.8 6.1 4.0¢ n.a. n.a.
9 12,00 12.9 14.6” 16.1 18.4 8.8 8.3 9.7 n.i.
10 1 5.0 8.0 4.6 12 1.6 23 4.4 13.5 8.3
1 2.6 0 8.0 19.5 36.9 16.3 9.4 Ly -13.8
Time and savings deposits
Commercial banks
12 SaVINBST oL\ttt e e -1.0 7.6 3.2 1.9 2.9 2.9 6.7 8.6 2.7
13 Smali-denomination time® . . 2.1 -33 -1.6 5.3 7.8 4.7 2.8 -3.4 -9.6
14  Large-denomination time®10. .. ... ... ... .o 6.9 -3.6 4.1 18.5 45,6 7.5 -18.5 Kig -23.4
Thrift institutions
15 SAVINEST ... 38 12.9 7.5 3 1.3 4.0 8.7 24.5 30.5
16 Smatl-denomination time . Lo -2.8 ~2.9 6.6 7.7 8.4 6.7 6.2 -5.0
17 Large-denomination time® 5.5 -1.0 5.2 10.0 6.9 11.4 27.8 1.7 -2.2
Debt components*
18 Federal ... ... i e 12,57 14.6 15.2 1.8 16.4 9.8 5.3 7.8 n.a,
19 Nonfederal ................. ... ..ol 1.9 12.4 14.4 15.77 19.0 8.5 9.2/ 10.3 n.a.
20 Total loans and securities at commercial banks!! 9.4 9.6 9.47 1.7 18.7 3.4 5.6 .00 5.9

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

2. Figures incorporate adjustments for discontinuities associated with the
implementation of fﬂ? Monetary Control Act and other regul h to

commercial banks, money market funds (general purpose and broker/dealer),
foreign governments and commercial banks, and the U.S. government. Also
subtracted is a consolidation adjustment that represents the estimated amount of
d d deposits and vault cash held by thrift institutions to service their time and

reserve requirements. To adjust for discontinuities due to changes in reserve
requirements on reservable nondeposit liabilities, the sum of such required
reserves is subtracted from the actual series. Similarly, in adjusting for discontin-
uities in the monetary base, required clearing balances and adjustments to
compensate for float also are subtracted from the actual series.

3. The monetary base not adjusted for di inuities consists of total
reserves plus required clearing balances and adjustments to compensate for float
at Federal Reserve Banks plus the currency component of the money stock less
the amount of vault cash holdings of thrift institutions that is included in the
currency component of the money stock plus, for institutions aot having required
reserve balances, the excess of current vault cash over the amount applied to
satisfy current reserve requirements. After the introduction of contemporaneous
reserve requirements (CRR), currency and vault cash figures are measured over
the weekly computation period ending Monday.

Before CRR, all components of the monetary base other than excess reserves
are seasonally adjusted as a whole, rather than by component, and excess
reserves are added on a not seasonally adjusted basis. After CRR, the seasonally
adjusted series consists of seasonally adjusted total reserves, which inciude
excess reserves on a not seasonally adjusted basis, plus the seasonally adjusted
currency component of the money stock plus the remaining items seasonally
adjusted as a whole.

4. Composition of the money stock measures and debt is as follows:

Mi: (1) currency outside the Treasury, Federal Reserve Banks, and the vaults
of commercial banks; (2) travelers checks of nonbank issuers; (3) demand deposits
at all commercial banks other than those due to domestic banks, the U.S.
government, and foreign banks and official institutions less cash items in the
process of collection and Federal Reserve float; and (4) other checkable deposits
(OCD) consisting of negotiable order of withdrawal (NOW) and automatic transfer
service (ATS) accounts at depository institutions, credit union share draft
accounts, and demand deposits at thrift institutions. The currency and demand
deposit components exclude the estimated amount of vault cash and demand
deposits respectively held by thrift institutions to service their OCD liabilities.

M2: M1 plus overnight (and continuing contract) repurchase agreements (RPs)
issued by all commercial banks and overnight Eurodollars issued to U.S. residents
by foreign branches of U.S. banks worldwide, Money Market Deposit Accounts
(MMDASs), savings and small-denomination time deposits (time deposits—includ-
ing retaif RPs—in amounts of less than $100,000), and balances in both taxable and
tax-exempt general purpose and broker/dealer money market mutual funds.
Excludes individual retirement accounts (IRA) and Keogh balances at depository
y U.S.

institutions and money market funds. Also excludes all balances held

savings deposits.

M3: M2 plus large-denomination time deposits and term RP liabilities (in
amounts of 100,000 or more) issued by commercial banks and thrift institutions,
term Eurodollars held by U.S. residents at foreign branches of U.S. banks
worldwide and at all banking offices in the United Kingdom and Canada, and
balances in both taxable and tax-exempt, institution-only money market mutual
funds. Excludes amounts held by depository institutions, the U.S, government,
money market funds, and foreign banks and official institutions. Also subtracted is
a consolidation adjustment that represents the estimated amount of overnight RPs
and Eurodollars held by ipstitution-only money market mutual funds.

L: M3 pius the nonbank public holdings of U.S. savings bonds, short-term
Treasury securities, commercial paper and bankers acceptances, net of money
market mutual fund holdings of these assets.

Debt: Debt of domestic nonfinancial sectors consists of outstanding credit
market debt of the U.S, government, state and local governments, and private
nonfinancial sectors. Private debt consists of corporate bonds, mortgages, con-
sumer credit {including bank loans), other bank loans, commercial paper, bankers
acceptances, and other debt instruments, The source of data on domestic
nonfinancial debt is the Federal Reserve Board's flow of funds accounts. Debt
data are based on monthly averages. Growth rates for debt reflect adjustments for
discontinuities over time in the levels of debt presented in other tables.

S. Sum of overnight RPs and Eurodollars, money market fund balances
(general purpose and broker/dealer), MMDAs, and savings and small time
deposits less the estimated amount of demand deposits und vault cash held by
thrift institutions to service their time and savings deposit liabilities.

6. Sum of large time deposits, term RPs, and Eurodollars of U.S. residents,
money market fund balances (institution-only), less a consolidation adjustment
that represents the estimated amount of overnight RPs and Eurodoliars held by
institution-only money market mutual funds.

7. Excludes MMDAs.

8. Small-denomination time deposits—including retail RPs—are those issued
in amounts of less than $100,000. All IRA and Keogh accounts at commercial
banks and thrifis are subtracted from small time deposits.

9. Large-denomination time deposits are those issued in amounts of $100,000
or more, excluding those booked at international banking facilities.

10. Large-denomination time deposits at commercial banks less those held by
money market mutua) funds, depository institutions, and foreign banks and
official institutions.

11. Changes calculated from figures shown in tabie 1.23.



A4 Domestic Financial Statistics {1 August 1986

1.11 RESERVES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT

Millions of dollars

Mo“ég}f’yaggc‘:?eg:s of Weekly averages of daily figures for week ending
Factors 1986 1986
Mar. Apr. May Apr. 16 Apr. 23 Apr. 30 May 7 May 14 May 21 May 28
SUPPLYING RESERVE FUNDS
1 Reserve Bank credit ..................... 199,955 203,014 205,800 202,326 204,287 204,676 209,053 205,101 204,581 204,387
2 U S government securities!............ 174,710 | 177,563 180,195 | 177,365 178,753 | 178,351 182,146 | 178,663 | 179,929 { 179,449
3 ‘fhl outright..................... 174,492 176,389 179,287 176,281 177,055 176,103 179,189 178,663 178,865 179,449
4 Held under repurchase agreements. . .. 218 1,174 908 084 1,698 2,248 2,957 0 1,064 0
5 chcral agency obligations . ............ 8,246 8,384 8,366 8,309 8,410 8,685 8,826 8,166 8,430 8,137
6 ‘fh( outright. ... 8,187 8,187 8,155 8,187 8,187 8,187 8,187 8,166 8,137 8,137
7 Hcl under repurchase agreements. . .. 59 197 211 122 223 498 639 0 293 0
8  Acceptances 0 0 0 0 0 0 0 0 0 0
9 loans............. 758 919 858 729 992 1,057 9205 806 848 890
B0 Float ... vt vincneraeenenen 773 432 638 123 316 520 642 813 421 924
11 Other Federal Reserve assets. .......... 15,471 15,716 15,743 15,799 15,816 16,063 16,535 16,654 14,954 14,988
12GoldStock . .ovooovii i 11,090 11,090 11,086 11,090 11,090 11,090 11,088 11,085 11,085 11,085
13 Special drawing rights certificate account . . .. 4,718 4,718 4,776 4,718 4,718 4,718 4,718 4,732 4,818 4,818
14 Treasury currency outstanding ........... 17,183 17,229 17,273 17,226 17,235 17,244 17,254 17,265 17,276 17,287
ABSORBING RESERVE FUNDs
15 Currency in circulation .. ................ 192,4417] 194,372 196,431 194,850 194,400 194,058 195,151 196,350 196,414 197,175
16 Treasury cash holdings .................. 609 607 637 629 577 582 637 639 638 636
Deposits, other than reserve balances, with
Federal Reserve Banks
17 Treasury.. 3,39 3,870 4,679 3,393 2,221 6,769 7,246 4,591 3.972 3,580
18 Foreign.................. 260 247 212 211 284 246 195 206 221 218
19 Service-related balances and adjus 1,863 1,818 1,841 1,868 1,947 1,736 1,745 1,747 1,815 1,891
20 OtREr. . .vvor i 487 448 482 467 415 414 573 455 531 395
2t Other cheral Reserve liabilities and
capital ... 6,391 6,254 6,384 6,252 6,345 6,388 6,758 6,262 6,332 6,269
22 Reserve balances with Federal
Reserve Banks?..................... 27,497 28,435 28,269 27,690 31,140 27,534 29,809 27,933 27,838 27,413
End-of-month figures Wednesday figures
1986 1986
Mar. Apr. May Apr. 16 Apr. 23 Apr. 30 May 7 May i4 May 21 May 28
SUPPLYING RESERVE FUNDSs
23 Reserve Bank credit . ............... ... ... 201,820 210,494 206,437 205,160 212,037 210,494 208,032 205,636 209,592 209,431
24 U.S. government securities'. ... ...... .. 176,620 181,834 181,992 179,593 183,601 181,834 181,360 178,869 183,054 181,499
25 Bou(;;ht outright . ...t 176,620 174,312 181,992 176,238 176,660 174,312 181,360 178,869 178,29 181,499
26 Held under repurchase agreements. . .. 0 7,522 0 3,358 6,941 7,522 0 0 4,758 0
27 Fedcral agency obligations 8,187 9,620 8,137 8,487 9,180 9,620 8,187 8,137 9,506 8,137
28 é;ht outright. ............ 8,187 8,187 8,137 8,187 8,187 8,187 8, 187 8,137 8,137 8,137
29 Held under repurchase agreem nts . 0 1,433 0 300 993 1,433 0 1,369 0
30 Acceptances 0 0 0 0 0 0 0 0 0 0
3t 818 954 850 699 1,233 954 899 812 1,233 812
kY] 560 854 132 489 1,354 851 1,012 1,046 276 3,744
33 Other Federal Reserve assets 15,635 17,235 15,326 15,892 16,669 17,238 16,574 16,772 15,523 15,239
M Goldstock .. ... 11,090 11,089 11,085 11,090 11,080 11,089 11,085 11,085 11,085 11,085
35 Special drawing rights certificate account ... 4718 4,718 4,818 4,718 4,718 4,718 4,718 4,818 4,818 4,818
36 Treasury currency outstanding ........... 17,207 17,252 17,296 17,234 17,243 17,252 17,2637 17,274 17,285 17,296
ABSORBING RESERVE FUNDs
37 Currency in circulation .................. 193,200/ 194,503 | 197,807 | 194,871 | 194,163 | 194,503 | 1959137{ 196,557 [ 196,680 | 198,020
38 Treasury cash holdings .................. 617 638 636 578 573 638 639 638 636 636
Deposits, other than reserve balances with
Federa! Reserve Banks
39 Treasury.........covveeeoiaiininnannn 3,280 11,550 3,083 3,484 0 11,550 4,003 2,604 4,186 4,098
40 FOreign..........ooiivuiiiiiiaiiinas 274 326 254 235 317 326 194 237 208 279
41 Service-related balances and adjustments . . .. 1,542 1,590 1,596 1,542 1,541 1,590 1,592 1,609 1,609 1,580
42 511 441 417 472 369 441 453 561 401 497
43 Other cheral Reserve liabilities and
pi 6,162 6,680 6,110 6,043 6.234 6,680 6,134 6,057 6,235 6,134
44 Reserve balances w
Reserve Banks?..................... 29,240 27,826 29,733 30,977 41,891 27,826 32,170 30,550 32,828 31,386

Includes securities loaned—fully guaranteed by U.S government securities
pledgcd with Federal Reserve Banks—and excludes (if any) securities sold and

scheduled to be bought back under matched sale-purchase transactions.

2. Excludes required clearing balances and adjustments to compensate for

float.

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



Money Stock and Bank Credit A5
1.12 RESERVES AND BORROWINGS Depository Institutions
Millions of dollars
Monthly averages®
Reserve classification 1983 1984 1985 1985 1986
Dec. Dec. Dec. Oct. Nov. Dec. Jan. Feb. Mar Apr.
| Reserve balances with Reserve Banks' ... . ... 21,138 21,738 27,620 25,431 26,385 27,620 26,373 24,700 27,114 28,892
2 Total vault cash?................. ..., . 20,755 22,316 22,956 22,724 22,457 22,956 24,245 24,962 22,688 22,231
3 Vault cash used to satisfy reserve requiremen 17,908 18,958 20,522 20,038 19,997 20,522 21,687 21,952 20,160 19,990
4 Surplus vaultcash® . ................... .. 2,847 3,358 2,434 2,686 2,460 2,434 2,559 3,010 2,528 2,241
S Total reserves’. ....... 38,894 40,696 48,142 45,469 46,382 48,142 48,060 46,652 47,274 48,882
6 Required reserves..................... 38,333 39,843 47,085 44,716 45,454 47,085 46,949 45,555 46,378 48,081
7 Excess reserve balances S61 853 1,058 753 92K 1,058 1,111 107 896 801
8 Total borrowings at Reserve Banks........ 774 3,186 1,318 1,187 1,741 1,318 770 884 761 893
9  Seasonal borrowings at Reserve Banks ., .. 9% 113 56 172 107 56 36 56 68 73
10  Extended credit at Reserve Banks?............. 2 2,604 49 629 530 499 497 492 518 634
Biweekly averages of daily figures for weeks ending
1986

Jan. 29 | Feb. 12 | Feb. 26 | Mar. 12 | Mar. 26 | Apr.9 | Apr. 23 | May 77 | May 21 June 4
11 Reserve balances with Reserve Banks! ... .. ..., 24,7027 23,924 25,021 27,102 26,704 28,292 29,385 28,676 27,875 28,556
12 Total vault cash? . 24,684 26,078 24,348 22,577 22,986 22,121 22,369 22,100 22,700 22,422
13 Vault cash used to satisfy reserve requirements? .| 21,961 22,891 21,424 20,016 20,409 19,809 20,190 19,824 20,366 20,035
14 Surplus vault cash? 2,723 3,187 2,924 2,561 2,577 2,312 2,179 2,276 2,334 2,387
15 Tota) reserves®........ B . 46,663 46,815 46,4457 47,118 47,113 48,101 49,575 48,500 48 241 48,591
16 Required reserves .......oovovnv e 45,743 | 45,629 45,408 | 46,142 46,187 47,479 48,703 47,612 47,554 47,593
17 Excess reserve balances at Reserve Banks® 92y’ 1,187 1,038 976 926 622 873 888 688 999
18 Total borrowings at Reserve Banks........ 903 662 1,100 704 769 874 861 981 827 871
19 Seasonal borrowings at Reserve Banks . 42 44 66 65 69 76 64 89 92 101
20  Extended credit at Reserve Banks7............. 529 480 506 475 535 576 671 637 5T 566

1. Excludes required clearing balances and adjustments to compensate for

oat.

2. Dates refer to the maintenance periods in which the vault cash can be used 10
satisfy reserve requirements. Under contemporaneous reserve requirements,
maintenance periods end 30 days after the lagged computation periods in which
the balances are held. )

3. Equal to all vault cash held during the lagged computation period by
institutions having required reserve balances at Federal Reserve Banks plus the
amount of vault cash equal to required reserves during the maintenance period at
institutions having no required reserve balances.

4. Total vault cash at institutions having no required reserve balances less the
amount of vault cash equal to their required reserves during the maintenance

riod.
lMS, Total reserves not adjusted for discontinuities consist of reserve balances
with Federal Reserve Banks, which exclude required clearing balances and
adjustments to compensate for float, plus vault cash used to satisfy reserve
requirements. Such vault cash consists of all vault cash held during the lagged

computation period by institutions having required reserve balances at Federal
Reserve Banks plus the amount of vault cash equal to required reserves during the
maintenance period at institutions having no required reserve balances.

6. Reserve balances with Federal Reserve Banks plus vault cash used 1o satisfy
reserve requirements less required reserves,

7. Extended credit consists of borrowing at the discount window under the
terms and conditions established for the extended credit program to help
depository institutions deal with sustained liquidity pressures. Because there is
not the same need to repay such borrowing promptly as there is with traditional
short-term adjustment credit, the money market impact of extended credit is
similar to that of nonborrowed reserves.

8. Before February 1984, data are prorated monthly averages of weckly
averages; beginning February 1984, data are prorated monthly averages of
hiweekly averages.

NoTE. These data also appear in the Board’s H.3 (502) release. For address, see
inside front cover.

1.13 FEDERAL FUNDS AND REPURCHASE AGREEMENTS Large Member Banks'

Averages of daily figures, in millions of dollars

1986 week ending Monday
By maturity and source
Apr. 21 Apr. 28 May § May 12 May 19 May 26 June 2 June 9 June 16
One day and continuing contract
t Commercial banks in United States ............... e 73,882 67,770 68,557 69,020 69,536 67,481 68,030 75,063 72,882
2 Other depository institutions, foreign banks and foreign
official institutions, and U.S. government agencies . 37,981 36,133 36,603 38,851 36,494 37,095 37,650 38,033 38,329
3 Nonbank securities dealers.......... .. 10,633 10,161 9.921 9,684 9,938 11,296 13,301 8,136 8,424
4 Allother. ... ... i 25,239 25,852 25,433 25,321 26,337 25,333 25,969 24,724 R
All other maturities
S Commercial banks in United Slalc‘s ............... SN 9,472 9,598 10,167 9,464 9.394 9.361 9,242 9,259 9,690
6 Other depository institutions, foreign banks and foreign
official institutions, and U.S. government agencies . 7,702 7,359 7915 6,853 6,632 7.706 7.198 6,800 6,714
7 Nonbank securities dealers......................., .. 10,199 11,550 10,670 10,127 10,180 10,079 9,572 9,207 9,493
B Allother. ... ... .. . i 10,781 11,175 10,824 10.427 10,523 10,531 9,651 9.077 9,644
MEemo: Federal funds and resale agreement loans in
maturities of one day or continuing contract
9 Commercial banks in United States .................. 30,341 29,1127 28,673 24,906 26,736 24,605 27,310 27,391 27.068
10 Nonbank securities dealers. ......................... 10,319 9,9347 9,306" 8,683 8,946" 10,149 9,322 9,015 8,766

1. Banks with assets of $1 billion or more as of Dec. 31, 1977.
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1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per annum

Current and previous levels

Extended credit?
Shon-tderm adjusltmcr:jt clrcdil First 60 d Next 90 d
: . and seasonal credit First ays ext ays
hd"alasfsewc of borrowing of borrowing After 150 days Effective date
for current rates
Rate on Effective Previous Rate on Previous Rate on Previous Rate on Previous
6/25/86 date rate 6/25/86 rate 6/25/86 rate 6/25/86 rate
Boston......... (1] 4/21/86 7 6% 7 7 8 3%} 9 4/21/86
New York 4/21/186 4/21/86
Philadelphia. 4/23/86 4/23/86
Cleveland. .. 4/21/86 4/21/86
Richmond ...... 4/21/86 4/21/86
Atlanta......... 4/22/86 4/22/86
Chicago ........ 4/21/86 4/21/86
St. Louis . . 4/22/86 4/22/86
Minneapolis. . . .. 421186 4/21/86
Kansas City .... 4/21/86 4/21/86
Dallas.......... 4/21/86 4/21/86
San Francisco. .. 614 4/21/86 7 6% 7 ] 8 1.17] 9 4/21/86
Range of rates in recent years?
Range (or F.R. Range (or F.R. Range (or F.R.
Effective date .|Acl‘llel!')_l{ B:‘Fk Effective date kl;’ef!‘)g Bgrka Effective date kﬁ' e}!}; B :'f'k
Banks N.Y. Banks N.Y. Banks NY
In effect Dec. 31 T 7% 1978— Aug. s 7 1981— Dec. 12
1974— Apr. 25 . 74-8 8 Sept. 22 8
30 . 8 8 Oct. 882 :373 1982— July 11
Dec. 9. TVe-8 ¥ %3 :4%3 114
16 T¥% ¥ Nov. 81H-91» 9lh Aug. 11
9% 9% 1t
1975— Jan. 6 V-1 Ve 104
10 .. TVa-T% TVa 1979— July 0 10 10
24 .. Va TVa Aug. 10-10%2 10%2 10
Feb. 5. 6Ya-7V4 6% 1044 102 Oct. 94
7. Ya 6% Sept. 101211 1! 914
Mar. 10 .. 6Ya-6% 6% 11 I Nov. 9
14 .. 6Ya 6% Oct. 11-12 12 9
May 16 . 6-6Y 6 12 Dec. 9
23 6 [ 814
1980— Feb. 12-13 13 8lA
1976— Jan. Slh-6 h1%] 13 13
5l sbh May 12-13 13 1984— Apr. 9
Nov. S-Sl Sha 2 12 9
5% 5Va June 11-12 11 Nov. 8%
11 11 8l
1977— Aug. SVa-5Y, 5% July 10-11 10 Dec. 8
SVa-5Ya 5% 10 10
Sept. 5% S Sept. 11 11 1985— May 20 ........... 7%-8 7V
Oct. 6 6 Nov. 12 12 24 ... T4 7V
Dec. 12-13 13
1978— Jan. 6-6%4 64 3 13 1986— Mar. 7-7%4 7
64 64 7 7
May 67 7 1981— May 13-14 14 Apr. 64-7 62
7 7 4 14 (17] 6Y2
July 7-% V4 Nov. 13-14 13
July Va TVa 13 13 In effect June 25, 1986 64 (7]

. After May 19, 1986, the highest rate within the structure of discount rates
may be charged on adjustment credit loans of unusual size that result from a major
operating problem at the borrower's facility.

A temporary simplified seasonal program was established on Mar. 8, 1985, and
the interest rate was a fixed rate 14 percent above the rate on amustmcm credit.
The program was re-established on Feb. 18, 1986; the rate may be cither the same
as that for adjustment credit or a fixed rate V4 percent higher.

2. Applicable to advances when exceptional circumstances or practices involve
only a particular depository institution and to advances when an institution is
under sustained liquidity pressures. As an alternative, for ioans outstanding for
more than 150 days, a Federal Reserve Bank may charge a flexible rate that takes
into account rates on market sources of funds, but in no case will the rate charged
be fess than the basic rate plus one percentage point. Where credit provided 1o a
particular depository institution is anticipated to be out ding for an Ily
prolonged period and in relatively large amounts, the time period in which each

rate under this structure is applied may be shortened. See section 201.3(b)(2) of
Regulation A.

3. Rates for short-term adjustment credit. For description and earlier data see
the foliowing publications of the Board of Governors: Banking and Monetary
Statistics, 1914—-1941, and 1941-1970; Annual Statistical Digest, I970—I979 1980,
1981, and 1982,

In 1980 and 1981, the Federal Reserve applied a surcharge to short-term
adjustment credit borrowmgs by institutions wng 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 effect from 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 subsegquently ralscd to 3 percent on Dec. S, 1980, and
to 4 percent on May 5, 1981. The surcharge was reduced to 3 percent cﬂ"ective
Sept. 22, 1981, and to 2 percent effective Oct. 12, As of Oct. 1, the formula for
applying the surchargc was changed from a calendar quarter to a moving 13-week
period. The surcharge was eliminated on Nov. 17, 1981,
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1.15 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS!

Percent of deposits

Member bank requirements Depository institution requirements
. before implementation of the . . after implementation of the
Type of deposit, and Monetary Control Act Fy&»e of deposit, and Monetary Control Acté
deposit interval eposit inerval
Percent Effective date Percent Effective date
Net demand? Net transaction accounts’®
$0 million-$2 million.......... ... ...... 7 12/30/76 $0-$31. 7 million. . ..................... 3 12/31/85
$2 million-$10 million. .. . 9 12/30/76 Over $31. 7 million. .................... 12 12/31/85
$10 million-$100 million. .. 1% 12/30/76
$100 million-$400 million. .. .. o 12% 12/30/76 Nonpersonal time deposits®
Over $400 million ....................... 16V4 12/30/76 By original maturity
Less than V2 years 3 10/6/83
Time and savingst? Voyearsormore ................... 0 10/6/83
Savings ... 3 3/16/67
Eurocurrency liabilities
Time* Alltypes ... 3 11/13/80
$0 million-$5 million, by maturity
30-179days ... 3 3/16/67
180 days 1o 4 years . . . 2 1/8/76
4years Or MOTe .. ....oouvvonennns ! 10/30/75
Over $5 million, by maturity
30-179days ... 6 12/12/74
180 days 10 4 years . 2% 1/8/76
4 years Or more .. ........ocoevnrnens 1 10/30/75

1. For changes in reserve requirements beginning 1963, see Board's Annual
Stavistical Digest, 19711975, and for prior changes, see Board's Annual Report
for 1976, table 13. Under provisions of the Monetary Control Act, depository
institutions include commercial banks, mutual savings banks, savings and loan
associations, credit unions, agencies and branches of foreign banks, and Edge Act
corporations.

"

5. The Garn-St Germain Depository Institutions Act of 1982 (Public Law 97-
320) provides that $2 million of reservable liabilities (transaction accounts,
nonpersonal time deposits, and Eurocurrency habilities) of each depository
institution be subject to a zero percent reserve requirement. The Board is to adjust
the amount of reservable liabilities subject to this zero percent reserve require-
ment each year for the next succeeding calendar year by 80 percent of the

2. Requirement schedules are graduated, and each deposit interval s to
that part of the deposits of cach bank. Demand deposits subject to reserve
requirements were gross demand deposits minus cash items in process of
co?leclion and demand balances due from domestic banks,

The Federal Reserve Act as amended through 1978 specified difterent ranges of
requirements for reserve city banks and for other banks, Reserve cities were
designated under a criterion adopted effective Nov. 9, 1972, by which a bank
having net demand deposits of more than $400 mitlion was considered 10 have the
character of business of a reserve city bank. The presence of the head office of
such a bank constituted designation of that place as a reserve city. Cities in which
there were Federal Reserve Banks or branches were also reserve cities. Any
banks having net demand deposits of $400 million or less were considered to have
the character of business of banks outside of reserve cities and were permitted to
maintain reserves at ratios set for banks not in reserve cities.

Effective Aug. 24, 1978, the Regulation M reserve requirements on net balances
due from domestic banks to their foreign branches and on deposits that foreign
branches lend 1o U.S. residents were reduced to zero from 4 percent and 1 percent
respectively. The Regulation D reserve requirement of borrowings from unrelated
banks abroad was also reduced to zero from 4 percent.

Effective with the reserve computation period beginning Nov. 16, 1978,
domestic deposits of Edge corporations were subject to the same reserve
rcguiremcms as deposits of member banks.

. Negotiable order of withdrawal (NOW) accounts and time deposits such as
Christmas and vacation club accounts were subject 1o the same requirements as
savings deposits, )

The average reserve requirement on savings and other time deposits before
implementation of the Monetary Control Act had to be at least 3 percent, the
minimum specified by law. .

4. Effective Nov. 2, 1978, a supplementary reserve requirement of 2 percent
was imposed on large time deposits of $100,000 or more, obligations of affiliates,
and ineligible acceptances. This supplementary requirement was eliminated with
the mai period beginning fuly 24, 1980.

Effective with the reserve mair e period b ing Oct. 25, 1979, a
marginal reserve requirement of 8 percent was added to managed liabilities in
excess of a base amount. This marginal requirement was increased to 10 percent
beginning Apr. 3, 1980, was decreased to § percent beginning June 12, 1980, and
was eliminated bcginninf July 24, 1980. Managed liabilities are defined as largc
time deposits, Eurodollar borrowings, repurchase agreements against U.S.
government and federal agency securities, federal funds borrowings from non-
member institutions, and certain other obligations. In general, the base for the
marginal reserve requirement was originally the lqlrcau'.r of (a) $100 million or (b)
the average amount of the managed liabilities held by s member bank, Edge
corporation, or family of U.S. branches and agencies of a foreign bank for the two
reserve computation periods ending Sept. 26, 1979. For the computation period
beginning Mar. 20, 1958, the base was lowered by (a) 7 percent or (b) the decrease
in an institution’s U.S. office gross loans to foreigners and gross balances due
from foreign offices of other institutions 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 72
percent above the base used to calculate the marginal reserve in the statement
week of May 14-21, 1980, In addition, beginning Mar. 19, 1980, the base was
reduced to the extent that foreign loans and balances declined.

per ge increase in the 10tal reservable liabilities of all depository institutions,
measured on an annual basis as of June 30. No corresponding adjustment is to be
made in the event of a decrease. Effective Dec. 9, 1982, the amount of the
exemption was established at $2.1 million. Effective with the reserve maintenance
period beginning Jan. 1, 1985, the amount of the exemption is $2.4 million.
Effective with the reserve computation period beginning Dec. 31, 1985, the
amount of the exemption is $2.6 million. In determining the reserve requirements
of a depository institution, the exemption shall apply in the following order: (1)
nonpersonal money market deposit accounts (MMDAs) authorized under 12 CFR
section 1204,122; (2) net NOW accounts (NOW accounts less allowable deduc-
tions); (3) net other transaction accounts; and (4) nonpersonal time deposits or
Eurocurrency liabilities starting with those with the highest reserve ratio. With
respect to NOW accounts and other transaction accounts, the exemption applies
only 1o such accounts that would be subject to a 3 percent reserve requirement.

6. For nonmember banks and thrift institutions that were not members of the
Federal Reserve System on or afier July |, 1979, a phase-in period ends Sept. 3,
1987. For banks that were members on or after July 1, 1979, but withdrew on or
before Mar. 31, 1980, the phase-in period established by Public Law 97-320 ends
on Oct. 24, 1985. For existing member banks the phase-in period of about three
years was completed on Feb. 2, 1984, All new institutions will have a two-year
phase-in beginning with the date that they apen for business, except for those
institutions that have total reservabie liabilities of $50 million or more,

7. Transaction accounts include all deposits on which the account holder is
permitted to make withdrawals by negotiable or transferable instruments, pay-
ment orders of withdrawal, and telephone and preauthorized transfers (in excess
of three per month) for the purpose of making payments to third persons or others.
However, MMDAs and similar accounts offered by institutions not subject to the
rules that permit no more than six preauthorized, automatic, or other transfers per
month of which no more than three can be checks—are not transaction accounts
(such accounts are savings deposits subject to time deposit reserve requirements.)

8. The Monetary Control Act of 1980 requires that the amount of transaction
accounts against which the 3 percent reserve requirement applies be modified
annually by 80 percent of the percentage increase in transaction accounts held by
all depository institutions determined as of June 30 each year. Effective Dec. 31,
1981, the amount was increased accordingly from $25 million to $26 million;
effective Dec. 30, 1982, to $26.3 million; effective Dec. 29, 1983, to $28.9 million;
eﬂ:;:lptive Jan. 1, 1985, to $29.8 million; and effective Dec. 31, 1985, to $31.7
million.

9. In general, nonpersonal time deposits are time deposits, including savings
deposits, that are not transaction accounts and in which a beneficial interest is
heid by a depositor that is not a natural person. Also included are certain
transferable time deposits held by natural persons, and certain obligations issued
to depository institution offices located outside the United States. For details, sec
section 204.2 of Regulation D.

NoTe. Required reserves must be held in the form of deposits with Federal
Reserve Banks or vault cash. Nonmembers may maintain reserve balances with a
Federal Reserve Bank indirectly on a pass-through basis with certain approved
institutions.
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1.16 MAXIMUM INTEREST RATES PAYABLE on Time and Savings Deposits at Federally Insured Institutions!

Percent per annum

Type of deposit

Savings and Joun associations and

Commercial banks mutual savings banks (thrift institutions)!

In effect June 30, 1986 In effect June 30, 1986

Percent Effective date Percent Effective date
TUES + v v e vt et e et e e et s e e e e e 2 4/1/86 (] 4/1/86
I SAVINES . oo v eveeee e s (]) :
2 Negotiable order of withdrawal accounts . [©) 1/1/86 )] 1/1/86
3 Mogncy market deposit ACCOUNE ..« vvvvie ettt e (] 12/14/82 *) 12/14/82
Time accounts s s
4 7-31 days ) 1/1/86 (U] 9/1/86
S Mare than 31 0ays ..« vvre e | w0183 | 10/1/83

1. Effective Oct. 1, 1983, restrictions on the maximum rates of interest payable
by commercial banks and thrift institutions on various categories of deposits were
removed. For information regarding previous interest rate ceilings on all catego-
ries of accounts see earlier issues of the FEDERAL RESERVE BULLETIN, the
Federal Home Loan Bank Bourd Journal, and the Annual Report of the Federal
Deposit Insurance Corporation. N . )

£ Effective Apr. 1, 1986, the interest rate ceiling on savings deposits was
removed, Before Apr. 1, 1986, savings deposits were subject to an interest rate
ceiling of S¥2 percent. . » o )

3. Eefore Jan. 1, 1986, NOW accounts with minimum denomination require-
ments of less than $1,000 were subject to an interest rate ceiling of 5Y percent,
NOW accounts with minimum required denominations of $1,000 or more and
IRA/Keough (HR10) Plan accounts were not subject to interest rate ceilings.
Effective Jan. 1, 1986, the minimum denomination requirement was removed.

4, Effective Dec. 14, 1982, depository institutions are authorized to offer a new
account with a required initial balance of $2,500 and an average maintenance
balance of $2,500 not subject to interest rate restrictions. Effective Jan. 1, 1985,
the minimum denomination and average balance maintenance requirements was
lowered to $1,000. Effective Jan. 1, 1986, the minimum denomination and average
balance maintenance requirements were removed. No minimum maturity period
is required for this account, but depository institutions must reserve the right to
require seven days, notice before withdrawals.

5. Before Jan. 1, 1986, deposits of less than $1,000 were subject to an interest
rate ceiling of 5% percent, Deposits of less than $1,000 issued to governmental
units were subject to an interest rate ceiling of 8 percent. Effective Jan. 1, 1986,
the minimum denomination requirement was removed.
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS
Millions of dollars
1985 1986
Type of transaction 1983 1984 1985
Oct. Nov. Dec. Jan Feb. Mar. Apr.
U.S. GOVERNMENT SECURITIES
Outright transactions (excluding matched
transactions)
Treasury bills
I Gross purchases ... . o 18,888 20,036 22,214 0 1,180 4,515 286 0 396 2,988
2 Gross sales . 3,420 8,557 4,118 265 0 0 225 2,277 0 0
3 Exchange ... .. 0 0 [\] 0 ~350 0 0 [i] 0 0
4 Redemptions ......... ... ... ... ..o 2,400 7,700 3,500 0 0 0 \] 1,000 0 i
Cthers within | year
5 Gross purchases ... 484 1,126 1,349 0 0 143 4] 0 0 0
&  Gross sales....... 0 0 0 0 0 0 ¢ [ ] 0
7 Maturity shift. . 18,887 16,354 19,763 529 2,363 943 725 4,776 1,152 447
8 Exchange ........ . g 16,553 1 -20,840 -17,17 —942 —61S ~-1,529 ~596| -2,148| 1,458 -1,129
9 Redemplions ..............oviiiiiiiiiai 87 [4} 4 0 0 0 0 0 0 0
1105 years
10 Gross purchases ... ... .o 1,896 1,638 2,185 0 0 868 [{] 0 0 0
11 Gross sales [ 0 0 0 0 0 0 0 0 0
12 Matority shift 0 18,833 ) 1370 -17,459 -520 -1.731 -943 -303 ~4.7761 —1,152 —447
13 Exchange ............. ... . ...l 11,641 16,039 13,853 942 650 1,529 596 1,548 1,458 1,134
510 10 yeurs
14 Gross purchases ........... ... el 890 536 458 0 0 345 0 Q 0 0
15 Gross sales . ... 0 00 100 \] 4] 0 0 0 0 0
16 Mauurity shift S --2.450 -2,371 - 1,857 -0 - 600 0 ~-22 0 0 -5
17 Exchange .............. ... i 2,950 2,750 2,184 0 184 0 0 350 0 0
Over 10 years
18 Grosspurchases ... ... oo i 383 441 293 0 0 197 [ 0 [} 0
19 Gross sales . . 0 0 0 0 0 0 0 0 0 0
20 Maturity shift s ~904 -275 -447 1] -32 (i} ] 0 0 ]
21 FExchange ..................... P 1,962 2,052 1,679 0 131 0 0 250 0 0
Al maturities
22 Gross purchases ............. .. 22,540 23,776 26,499 0 1,180 6,068 286 0 3% 2,988
23 Gross sales . . 3,420 8,857 4,218 265 0 0 225 2,277 0 0
24 Redemptions 2,487 7,700 3,500 0 0 0 0 ,000 0 0
Matched transactions
25 Grosssales....... ..o 578,591 BOB. 986 866,175 100,929 85,486 76,399 63,109 90,459 88,917 109,253
26 Gross purchases . ... ... ... 576,908 | 810,432 865,968 100,197 84,769 78,962 61,156 94,368 88,604 103,957
Re(gurchuse agreements
27 ross purchases ..o oo 105,971 127,933 134,253 4] 1,684 23,338 24,257 0 6,748 21,156
28 Gross sales 108,291 127,690 132,351 0 3,684 19.809 24,699 3,087 6,748 13,634
29 Net change in U.S. government securities. ., ... 12,631 8,908 20477 =997 463 12,159 ~2,335| -2,456 83 5,214
FEDERAI AGENCY DBLIGATIONS
Qutright transactions
30 Gross purchases ........ ... oo 0 0 0 4] 0 0 0 0 0 0
31 Gross sales...... . 0 0 0 0 0 0 0 [\] 0 1]
32 Redemptions ................ ..o 292 256 162 0 0 0 0 —40 ¢ 0
churchusc agreements
33 ross purchases . .. . . o 8,833 11,509 22,183 0 1,454 7,640 5,384 0 1,821 3.369
34 Grosssales. ... oo 9,213 H.328 20,877 0 1,454 5,947 6,454 623 1,821 1,985
35 Net change in federal agency obligations..... ... -672 -76 1,144 0 0 1.693 -1,070 —663 0 1,432
BANKERS ACCEPTANCES
36 Repurchase agreements, nel................... —1,062 ~418 0 0 0 0 0 4] [} 0
37 Totat net change in System Open Market
ACCOUNE . ..o\ ve e e 10,897 8,414 21,621 -997 463 13,853 —-3,405( -3,11% 83 6,647

NoOTE. Sales, redemptions, and negative figures reduce holdings of the System
n Market Account; all other figures increase such holdings. Details may not

i
add to totals because of rounding.
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements

Millions of dollars

Wednesday End of month
Account 1986 1986
Apr. 30 May 7 May 14 Muy 21 May 28 Mar. Apr. May
Consolidated condition statement
ASSETS
1 Gold certificate account. . .......ooooveiie i 11,089 11,085 11,085 11,085 11,085 11,090 11,089 11,0858
2 Special drawing rights certificate account .. . 4,718 4,718 4,818 4,818 4,818 4,718 4,718 4,818
300N e 530 527 52 513 491 570 530 487
Loans
4 To deposxlory institutions ... 954 899 812 1,233 812 818 954 850
S Other........co i 0 0 L] 0 0 0 0 0
Accertances——Bought outright
6 d under repurchase agreements . ................ 0 0 0 0 Q 0 [} 4]
Federal agency obligations
7 Bou(fh( outright ............... ... . oo 8,187 8,187 8,137 8.137 §,137 8,187 8,187 8,137
8  Held under repurchase agreements ................. 1,433 0 0 1.369 0 1,433 0
U.S. government securities
Bou%ht outright
9 Bills ... 81,939 88,987 86,496 85,923 89,126 84,247 81,939 89,619
10 Notes 67,397 67,397 67,397 67,097 67,097 67,397 67,397 67,097
11 Bonds .............. 24,976 24,976 24,976 25,276 25,276 24,976 24,976 25,276
12 Total bought outright! .......... 174,312 181,360 178,869 178,296 181,499 176,620 174,312 181,992
13 Held under repurchase agreements . .. 7,522 0 0 4,758 0 0 7,522 0
14 Total U.S. government securities .................... 181,834 181,360 178,869 183,054 181,499 176,620 181,834 181,992
15 Total loans and securities . . .......................... 192,408 190,446 187,818 193,793 190,448 185,625 192,408 190,979
16 Items in process of collection. . ............... ... ... 7,798 7,710 7,133 6,453 11,852 5,495 7,798 5,836
17 Bank premises. ... i 623 624 625 629 629 618 623 629
Other assets
18 Denommalcd in foreign currencies P 8,260 8,265 8,271 8,285 8,290 7,673 8,260 8,002
19 Allother ... . . i 8,352 7,685 7.876 6,609 6,320 7,344 8,352 6,695
20 Total MMBElS . . . ... ... . . it e 233,718 231,060 228,149 232,185 233,933 223,133 233,778 228,531
LIABILITIES
21 Federal Reserve notes . ... oo i ienss 178,418 179,816 180,444 180,544 181,851 177,189 178,418 181,634
Deposits
2 0 depository institutions . ........... . i 29,416 33,762 32,159 34,437 32,966 30,782 29,416 31,329
23 U.S. Treasury—General account. 11,550 4,003 2,604 4,186 4,098 A 11,550 3,083
24 Foreign—Official accounts ... ... 326 194 237 205 279 274 326 254
25 Other............ooiiiiiiii 441 453 561 401 497 511 441 417
26 Total deposits ... ..........c... i 41,733 38,412 35,561 39,229 37,840 3,847 41,733 35,083
27 Deferred credititems .. ... 6,947 6,698 6,087 6,177 8,108 4,935 6,947 5,704
28 Other liabilities and accrued dividends® . .............. 2,217 2.416 2,087 2,262 2,160 2,184 2.217 2,249
29 Total liabdlities ... ................... ... ... ..., 229,318 227,042 224,179 228,212 229,959 219,158 229,315 224,670
CAPITAL. ACCOUNTS
30 Capital paid in. ... 1,828 1.829 1,831 1,833 1,834 1,821 1.828 1,839
31 Surplus .......... S .. 1,781 1,781 1,781 1,781 1,781 1,781 1,781 1,778
32 Other capital accou 854 408 358 359 359 376 H54 244
33 Total labilities and capital accounts . .................. 233,778 231,060 228,149 232,185 233,933 223,133 233,778 228,531
34 MEMoO: Marketable U.S. government securities held in
custody for foreign and international account ... ... 146,001 145,787 145,598 148,311 147,068 136,262 146,001 147,103
Federal Reserve note statement
35 Federal Reserve notes outstanding . .................. 211,992 212,372 212,848 213,680 213,981 211,323 211,992 213,923
36 LEss: Held by bank ...... - 33,574 32,556 K 33,136 32,130 4,134 33,574 32,289
37 Federal Reserve notes, net .........o.oovovinnns 178,418 179,816 180,444 180,544 181,851 177,189 178,418 181,634
Collateral held against notes net:
38 Gold certificate account.. ... 11,089 11,088 11,085 11,088 11,085 11,090 11,089 11,085
39 Special drawing rights certificate account .. .. 4,718 4,718 4,818 4,818 4,818 4,718 4,718 4,818
40  Other eligible assets ..................... .. 0 0 0 0 0 0 0 0
41  U.S. government and agency securities . ............ 162,611 164,013 164,541 164,641 165,948 161,381 162,611 165,731
42 Total collateral .. ............... ..., s 178,418 179,816 180,444 180,544 181,851 177,189 178,418 181,634

Includes securities loaned—fully guaranteed by U.S. government securities
pledg:d with Federal Reserve Banks—and excludes (if any) securities sold and
scheduled to be bought back under matched sale-purchase transactions.
2. Assets shown in this line are revalued monthly at market exchange rates.
3, Includes special investment account at Chicago of Treasury bills maturing
within 90 days.

4. Includes exchange-transiation account reflecting the monthly revaluation at

market exchange rates of foreign-exchange commitments.

NoTE: Some of these data also appear in the Board's H.4.1 {503) release. Fo

address, see inside front cover.



Federal Reserve Banks All
1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holdings
Millions of dollars
Wednesday End of month
Type and maturity groupings 1986 1986
Apr. 30 May 7 May 14 May 21 May 28 Mar. 31 Apr. 30 May 30
P Loans—Total, . .......oooii oo 954 899 812 1,233 812 818 954 850
2 Within 15 days. ... 936 874 79 1,232 805 806 936 823
3 16 days to 90 days .. 18 25 2 ! 7 12 18 27
4 9ldaystolyear................. .o, 0 0 0 0 0 0 0 0
5 Acceptances—Total 0 0 0 0 0 0 0 [
6  Within |5 days. ... 0 0 0 0 0 0 0 4]
7 16 days to 90 days 0 0 0 0 0 0 [ 4]
8 O9ldaystolvyear........ 0 0 0 0 0 0 0 0
9 U.S. government securities—Total . .................. 181,834 181,360 178,869 183,054 181,499 176,620 181,834 181,992
10 Within [Sdays'................ . 13,456 13,261 11,094 12,296 12,275 N 13,456 N
11 16 days to 90 days 39,760 40,458 41,799 44,962 43,197 45,337 39,760 47,713
12 91 daysto | year..., 58,193 57,216 35,551 54,808 55,039 57,350 58,193 56,580
13 Over | year to 5 years . 33,308 33,308 33,308 33,385 33,385 32,621 33,308 33,385
14 Over $ years to 10 years | . 15,108 15,108 15,108 15,294 15,294 15,113 15,108 15,294
15 OVer 10 YEarS. . ... vt iree et 22,009 ) ) 22,309 22,309 22,009 22,009 22,309
16 Federal agency obligations~Total. ... ................ 9,620 8,187 8,137 9,506 8,137 8,187 9,620 8,137
17 Within 15 days'..... .. 1,591 50 66 1,616 22 246 1,591 221
18 16 days to 90 days 617 701 725 544 504 617 617 504
19 91 daysto ! year...... 1,795 1,819 1,729 1,729 1,800 1,844 1,795 1,800
20 Over | yearto S years ... 3,902 3,902 3,902 3,902 3874 3,793 3,902 3,871
21 Over 5 years to 10 years . .. 1,291 1,291 1,291 1,291 1,317 1,263 1,291 1,317
22 OVEr 10 YORIS. . v e ottt 424 424 424 424 424 424 424 424

. Holdings under repurchase agreements are classified as maturing within 15 days in accordance with maximum maturity of the agreements.
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1.20 AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE

Billions of dollars, averages of daily figures

1985 1986
1982 1983 1984 1985
Item Dec. Dec. Dec. | Dec.
Oct. Nov. Dec. Jan. Feb. Mar. Apr. May
Seasonally adjusted
ADJUSTED FOR
CHANGES IN RESERVE REQUIREMENTS!
| Total reServes? ... ... ......ooeieeri e 3428 | 36.14 | 39.08 | 45.61 | 44.24 | 44.85 | 45.61 | 4588 | 46.37 | 46.861 47.287| 48.57
2 Nonborrowed Teserves. ........ovovivaree i, 3365 | 3536 3590 | 44.29 | 43.06 | 4311 | 44.29 | 45.11 ] 4549 | 46.10| 46.38 | 47.69
1 Nonborrowed reserves plus extended credit? | 3383 | 35.37 | 3850 | 4479 | 43.69 | 43.64 | 44.79 | 45.61 | 45.98 | 46.62  47.027| 48.28
4 Required reserves..............- 33.78 | 35.58 | 38.23 | 44.55 ] 43.49 | 43.92  44.55 | 44.77 | 45.27 | 45.97| 46.47 | 47.74
5 Monetary based .. ... .. 170.04 | 185.39 | 198.80 | 216.72 { 213.57 | 215.25 | 216.72 | 218.40 | 219.79 | 221.26 | 222.36 | 224.89
Not seasonally adjusted
6 Total reserves? ... ... ... ... 35.01 | 36.86 | 40.13 | 46.84 | 44.21 | 4508 | 46.84 | 47.11 | 45.68 | 46.34| 47.94'| 47.70
7 NONDOITOWEd FESETVES. ... .o v vt et an ity 3437 F 36,00 | 3694 1 4552 ) 43.02 ) 4334 1 4552 | 4634 | 44.80 | 45.58 ) 47.04 | 46.83
8 Nonborrowed reserves plus extended credit? 34.56 | 36.09 | 39.55| 46,02 | 43.65 | 43.87 | 46.02 | 46.84 | 4529 ] 46,10 47.68 | 47.41
9 Required reserves............... 34.51 36.30 | 39.28 | 4578 | 43.45 | 44.14 | 45.78 | 46.00 | 44.59 45.44 | 47.147| 46.87
10 Monetary baset . ... 173.07 | 188.66 | 201.94 | 220.36 | 213.36 | 216.04 | 220.36 | 218.74 | 216,78 | 218.98 | 222.137 | 223.60
NOT ADIUSTED FOR
CHANGES IN RESERVE REQUIREMENTS?
1T Total reserves? . .............voirnreainroniriininenn 41.85 | 38.89 | 40,70 | 48.14 | 4547 | 46.38 | 48.14 | 48.06 | 46.65 47.27 1 48.88 | 48.41
12 Nonborrowed Teserves. . .......ccovevriaoisiioians 41.22 | 3812 | 37.51 46.82 | 4428 | 44.64 | 4682 | 47.29 | 45.77 46.51 | 47.99 | 47.54
13 Nonborrowed reserves plus extended credit’ . 4141 | 38.12 1 40.09 | 47.41 | 44.90 | 45.07 | 47.41 | 47.79 | 46.22 | 47.17| 48.227| 48.24
14 Required reserves. . 4135 | 3833 | 39.84 | 47.08 | 44.72 | 4545 | 47.08 | 46.95 | 45.55| 46.38 | 48.08 | 47.58
15 Monetary baset.................. 180.42 | 192.26 | 202.51 { 223.53 | 216.19 | 218.96 | 223.53 | 221.59 | 219.57 { 221.70 | 224.88 | 226.11

1. Figures incorporate adjustments for discontinuities associated with the

of vault cash holdings of thrift institutions that is included in the currency

implementation of the Monetary Control Act and other ! to
reserve requirements. To adjust for discontinuities due to changes in reserve
requirements on reservable nondeposit liabilities, the sum of such required
reserves is subtracted from the actual series. S.imilarly. in adjusting for discontin-
uities in the monetary base, required clearing balances and adjustments to
compensate for float also are subtracted from the actual series.

2. Total reserves not adjusted for discontinuities consist of reserve balances
with Federal Reserve Banks, which exclude required clearing balances and
adjustments to_compensate for float, plus vault cash used to satisfy reserve
requirements. Such vault cash consists of all vault cash held during the lué;gcd
computation period by institutions having required reserve balances at Federal
Reserve Banks plus the amount of vault cash equal to required reserves during the
maintenance period at institutions having no required reserve balances.

3. Extended credit consists of borrowing at the discount window under the
terms and conditions established for the extended credit program to help
depository institutions deal with sustained liquidity pressures. Because there is
not the same need to repay such borrowing promptly as there is with traditional
short-term adjustment credit, the money market impact of extended credit is
similar to that of nonborrowed reserves.

4. The monetary base not adjusted for d of total reserves
plus required clearing balances and adjustments to compensate for float at Federal
Reserve Banks and the currency component of the money stock less the amount

comp of the money stock plus, for institutions not having required reserve
balances, the excess of current vault cash over the amount applied to satisfy
current reserve requi . After the introduction o p reserve
requirements (CRR), currency and vault cash figures are measured over the
weekly computation period ending Monday.

Before CRR, all c« of the y base other than excess reserves
are seasonally adjusted as a whole, rather than by component, and excess
reserves are added on a not seasonally adjusted basis. After CRR, the seasonally
adjusted series consists of seasonally adjusted total reserves, which include
excess reserves on a not scasonally adjusted basis, plus the seasonally adjusted
currency component of the money stock and the remaining items seasonally
adjusted as a whole.

5. Reflects actual reserve requirements, including those on nondeposit liabil-
ities, with no adjustments to eliminate the effects of discontinuities associated
with impl ion of the M y Control Act or other regulatory changes to
reserve requirements.

NoTEe. Latest monthly and biweekly figures are available from the Board’s
H.3(502) statistical release. Historical data and estimates of the impact on
required reserves of changes in reserve requirements are available from the
Banking Section, Division of Research and Statistics, Board of Governors of the
Federal Reserve System, Washington, D.C. 2055t.
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1.21 MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES
Billions of dollars, averages of daily figures
1986
Item! 11;9‘:82 1983 Il)gc&‘ Il)‘,:B
< Dec. < < Feb.r Mar. Apr.’ May
Seasonally adjusted
1 479.9 527.1 558.5 626.6 631.04 638.4 646. | 658.6
2 1,952.6 2,186.0 2,373.8 2,565.8" 2,576.6/ 2,591.2 2,620.9 2,647.0
3 2,443.5 2,697.3 2,986.5 3,200.17 3,239.3 3,259.17 3,288.3 3,306.6
41 2,850.1 3,163.5 3,532.3 3,836.8" 3,878.3 3,891.9" n.a. n.a.
5 4,661.3 5.092.¢ 5952.0v 6,809.8" 6.964.5" 7012.¢/ 7.069.5 na
M1 components
6 CURTENCYZ . .. ot 134.3 148.3 158.5 170.6 172.9 173.9 174.4 175.8
7  Travelers checks? ... 4.3 4.9 5.2 5.9 59 6.1 6.1 6.1
8 Demand deposits*. .. 231.9 242.7 248.4 271.8 269.2 273.2 275.7 281.6
9 Other checkable deposits® 103.4 131.3 146.3 178.6 183.1 185.2 189.9 195.1
Nontransactions components
10 InM26. .. 1,472.7 1,658.9 1,815.4 1,939.2 1,945.¢ 1,952.8" 1,974.8 1,988.4
11 InM3only? ..o 490.9 511.3 612.7 634.3 662.7" 667. 667. 659.6
Savings deposits®
12 Commercial Banks 163.7 133.4 122.3 124.5 125.0 125.7 126.6 129.0
I3 Thrift institutions ................ 194.2 173.2 167.3 1791 179.9 181.2 184.9 189.6
Small denomination time deposits?
14 Commercial Banks ..................ocien 380.4 354.1 387.2 384.1 388.1 389.0 387.9 384.8
IS Thriftinstitutions ...........c.oooviiiriiinn s 472.4 434.1 500.3 496.2 502.9 505.7 508.3 506.2
Money market mutual funds
16 General purpose and broker/dealer ................. 185.2 138.2 167.5 176.5 181.0 186.2 191.4 193.4
17 Imstitution-only ...........c. i 51.1 43.2 62.7 64.6 67.7 70.2 74.1 76.1
Large denomination time deposits!0
18  Commercial Banks!!. ... ......................... 262.1 228.7 263.7 279.1 291.5 287.0 287.0 281.4
19 Thrift institutions .. .......... ... .o 65.8 101.1 150.2 157.3 159.7 163.4 165.0 164.7
Debt components
20 Federaldebt............... i 979.2 1,173.0 1,367.3 1,586.3 1,621.1 1,628.27 1,638.87 n.a.
21 Nonfederaldebt.............. ... 3.682.1" 4,015.0 4,584.7" 5.223.57 5,343.5" 5,384.4 5,430.¢/ n.a.
Not seasonally adjusted
490.9 538.8 570.5 639.9 619.2 630.5 652.8 651.7
1,958.6 2,192.8 2,380.8 2,573.9 2,569.% 2,593.2 2,630.6 2,638.0
2,453.3 2,707.9 2,997.9 3.212.8 3,231.3 3,259.4' 3,294.8 3,299.8
2,856.4 3,170.1 3,537.8 3,843.17 3,870.7" 3,895.3 n.a. na.
4,655.7 5,186.5 5,946.2 6,803.9 6,945.2" 6,985.6/ 7,040.9 n.a
M1 components
27 CUITENCY? ...t 136.5 150.5 160.9 1731 170.6 1723 173.6 175.8
28  Travelers checks? ... 4.1 4.6 4.9 5.5 5.6 5.8 5.8 5.9
29 Demand deposits? .. ... 246.2 2513 2573 281.3 262.0 267.1 278.6 276.7
30 Other checkable deposits 104.1 1324 147.5 180.1 181.0 185.3 194.7 193.4
Nontransactions components
31 MO e e 1,467.7 1,654.0 1,810.3 1,934.0- 1,951.77 1,962.7 1,977.5 1,986.2
32 M3onty ... 494.7 5ts. 617.0 638.9 661.4 666.2" 663.7 661.8
Money market deposit accounts
33 Commercial banks ............... ...l 26.3 230.5 267.2 332.4 337.0 340.3 344.7 348.5
34 Thriftinstitutions ............. .. e 16.9 148.7 149.7 179.6 179.4 180.2 180.4 182.1
Savings deposits®
35 Commercial Banks .................cc i 162.1 132.2 1214 123.5 123.6 1249 127.2 129.5
36 Thriftinstitutions ............ e 193.1 172.3 166.5 178.3 179.4 181.6 185.8 190.4
Small denomination time deposits®
37 Commercial Banks ............ ... il 380.1 351.1 387.6 384.8 387.17 387.2 384.4 382.3
38 Thrift institutions ... 471.7 4342 501.2 497.6 504.67 504.6 505.4 502.3
Money market mutual funds
39 General purpose and broker/dealer .. .. .. 185.2 138.2 167.5 176.5 181.0 186.2 191.4 193.4
40 Institution-only ............ ... ... 51.1 43.2 62.7 64.6 67.7 70.2 74.1 76.1
Large denomination time deposits'?
41  Commercial Banks)'. . ................. ..o 265.2 230.8 265.5 280.9 290.41 287.6 283.5 280.7
42 Thrift institutions ... 65.8 101.4 150.6 157.8 160.7 163.2 164.0 164.2
Debt components
43 Federaldebl.................... .. ... 976.4 1,170.2 1,364.7 1,583.7 1,621.0 1,633.3 1,644.6 n.a.
44 Nonfederaldebt. . .......... ... ... ..o 3.679.3 ,016.3 4,581.6" §,220.2 5,324.2 5,352.3 5,396.2 n.a

For notes see following page.
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NOTES TO TABLE 1.21

1. Composition of the money stock measures and debt is as follows:

M1: (1) currency outside the Treasury, Federal Reserve Banks, and the vauits
of commercial banks; (2) travelers checks of nonbank issuers; (3) demand deposits
at all commercial banks other than those due to domestic banks, the U.S.
government, and foreign banks and official institutions less cash items in the

2. Currency oulsxdc thc U.S. Treasury, Federal Reserve Banks, and vaults of
commercial banks, the of vault cash held by thrift
institutions to sgrvnce their OCD liabilities.

3. Outstanding amount of U.S. dollar-denominated travelers checks of non-
tzank issuers. Travelers checks issued by depository institutions are included in

process of collection and Federal Reserve float; and (4) other checkable dep
(OCD) consisting of negotiable order ofwnlhdrawal (NOW) and automatic transfer
service (ATS) accounts at depository institutions, credit union share draft
accounts, and demand deposits at thrift institutions. The currency and demand
deposit components exclude the estimated amount of vault cash and demand
deposits respectively held by thrift institutions to service their OCD liabilities.

M2: Mi rlus overnight (and continuing contract) repurchase agreements (RPs)
issued by alf commercial banks and overnight Eurodollars issued to U.S. residents
by foreign branches of U.S. banks worldwide, MMDASs, savings and small-
denomination time deposits (time deposits—including retail RPs—in amounts of
jess than $100,000), and balances in both taxable and tax-exempt general purpose
and broker/dealer money market mutual funds. Excludes individual retirement
accounts (IRA) and Keogh balances at depository institutions and money market
funds. Also excludes all %alanccs held by U.S. commercial banks, money market
funds (general purpose and broker/dealer), foreign governments and commercial
banks, and the U.S. government. Also subtracled 1s a consolidation adjustment
that represents the esti of d d deposits and vauit cash held by
thrift institutions to service their time and savings deposits.

M3: M2 plus large-denomination time deposits and term RP liabilities (in
amounts of fIO0,000 or more) issued by commercial banks and thrift institutions,
term Eurodollars held by U.S. residents at foreign branches of U.S. banks
worldwide and at all banking offices in the United Kingdom and Canada, and
balances in both taxable and tax-exempt, msmunon—only money market mutual
funds. Excludes s held by he U.S. government,
money market funds, and foreign banﬁs and oﬂicml msmuuons Also subtracted is
a consolidation adjuslmcnt that represents the estimated amount of overnight RPs
and Eurodollars held by institution-only money market mutual funds.

L.: M3 plus the nonbank public holdings of U.S. savings bonds, short-term
Treasury securities, commercial paper and bankers acceptances, net of money
market mutual fund holdmgs of these assets.

Debt: Debt of d stic ial sectors ists of credit
market debt of the U.S. government, state and local governments, and private
nonfinancial sectors. Private debt consists of corporate bonds, mortgages, con-
sumer credit (including bank loans), other bank loans, commercial paper, bankers
acceptances, and other debt instruments. The source of data on domestic
nonfinunciat debt is the Federal Reserve Board's flow of funds accounts. Debt
data are based on monthly averages.

"

4. Demand deposits at commercial banks and foreign-related institutions other
than those due 1o domestic banks, the U.S. government, and foreign banks and
official institutions less cash items m the process of co]lectlon and Federal
Reserve float. Excludes the o its held at
commercial banks by thrift institutions to service their OCD hablfllcs

5. Consists of NOW and ATS balances at all depository institutions, credit
union share draft b and d its at thrift institutions, Other
checkable deposlts seasonally adjusted equals ‘the difference betwccn the season-
ally adj d sum of d plus OCD and
dcposns Included are all ceiling free **Super NOWs," authonzed by the
%%;;omory Institutions Deregulation committee to be offered beginning Jan. 5,

6. Sum of overnight RPs and ovcmliht Eurodollars, money market fund
balances (general purpose and broker/dealer), MMDAs, and savings and small
time deposits, less the consolidation adjustment that represents the estimated
amount of demand deposits and vault cash held by thrift institutions to service
their time and savings deposits liabilities.

7. Sum of large time deposits, term RPs and term Eurodollars of U.S.
residents, money market fund balances (institution-only), less a consolidation
adjustment that represents the estimated amount of overnight RPs and Eurodoi-
lars held by institution-only money market funds.

8 Savmgs deposits exclude MM As.

1

g

g retail RPs— are those issued

in amounts of less than $100,000. All individual retirement accounts (IRA) and

‘li(eogh accounts at commercial banks and thrifts are subtracted from small time
eposits.

10. Large-denomination time deposits are those issued in amounts of $100,000
or more, excluding those booked at international bankmg facilities.

Lar rge-d ion time d at cial banks less those held by
money market mutual funds, depository institutions, and foreign banks and
official institutions.

NoTe: Latest monthly and weekly figures are available from the Board’s H.6
(508) release. Historical data are available from the Banking Section, Division of
Research and Statistics, Board of Governors of the Federal Reserve System,
Washington, D.C. 20551.
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1.22 BANK DEBITS AND DEPOSIT TURNOVER
Debits are shown in billions of dollars, turnover as ratio of debits to deposits. Monthly data are at annual rates.
J9RS 1986
Bank group, or type of customer 1983} 1984} 19851
Nov, Dec. Jan. Feb. Mar Apr.
DEBITS TO Seasonally adjusted

Demand deposits?
1 Allinsuredbanks .................... 109,642.3 128,440.8 154,556.0 163,038.1 189,203.0 169,894.2 179,139.6 182,841.8 192,847.2
2 Major New York City banks........... 47,769.4 57,392.7 70,445.1 77.069.6 89,415.1 79,324.3 85,298.6 89,350.3 95,699.5
3 Otherbanks ............... 61,8731 71,048.1 84,110.9 85,968.5 99,787.9 90,569.9 93,841.0 93,491.5 97.147.7
4 ATS-NOW accounts? . 1,405.5 1,588.7 1,920.8 2,278 2.452.8 2,027.5 2,193.5 2,266.0 2,088.7
§ Savings deposits®. ... 741.4 6331 539.0 533.4 418.6 362.4 364.6 356.7 3852

DerosIT TURNOVER

Demand deposits®
6 Allinsuredbanks .................... 379.7 434.4 496.5 508.1 S81.9 531.8 560.8 566.0 593.6
7  Major New York City banks. . 1,528.0 1,843.0 2,168.9 2,368.5 2,567.0 2,306.3 2,473.8 2,517.7 2,635.1
8 Otherbanks ............ .. 240.9 268.6 301.8 298.1 3437 317.7 3293 325.1 336.6
9 ATS-NOW accounts? . 15.6 5.8 16.7 8.2 19.8 16.1 i7.2 17.7 16.0
10 Savings deposits?. ... ... ... 5.4 5.0 4.5 43 34 2.9 3.0 29 31

DepiTs 10 Not seasonally adjusted

Demand deposits?
11 All insured banks ....... ... 109,517.6 128,059.1 154,108.4 157,070.9 192,060.0 180,495.6 161,655.6 179,715.2 195,373.5
12 Major New York City banks. . 47,707.4 §7,282.4 70,400.9 73,982.4 92,551.5 84,880.9 77,376.9 87,757.0 95,408.5
13 Other banks .............. 64,310.2 70,776.9 83,707.8 83,088.6 99,508.5 95,614.7 84,278.6 91,958.3 99,965.0
3 1,397.0 1.579.5 1,903.4 2,007.8 2,354 .4 2,406.1 2,065.3 2,349.0 2,393.2
567.4 848.8 1,179.0 1,221.5 1,493.2 1,543.8 1,334.9 1,600.4 1,638.8
742.0 632.9 S38.7 496.3 4083 392.4 331t 162.3 418.7

DepPOSIT TURNOVER

Demand deposits?
17  Allinsured banks ......... ... ... 3799 433.5 497.4 489.3 574.9 554.2 520.0 569.5 600. |
18 Major New York City banks 1.510.0 1,838.6 2,191.1 2332.4 2,594.1 2,393.7 2,314.0 2,494.1 2,661.7
19 Otherbanks .............. 240.5 267.9 0.6 287.2 333.4 329.4 3038 328.0 345.0
20 ATS-NOW accounts? 15.5 15.7 16.6 16.4 18.8 18.9 16.4 8.3 17.9
21 MMDA® ... ... 2.8 3.5 18 3.7 4.5 4.6 4.0 4.7 4.8
22 Savings deposits*. ... ... 5.4 5.0 4.5 4.0 33 3.2 2.7 3.0 3.4

1. Annual averages of monthly figures.

2. Represents accounts of individuals, partnerships, and corporations and of

states and political subdivisions.

 Norte. Historical data for demand deposits are availabie back to 1970 estimated
in part from the debits series for 233 SMSAs that were available through June

1977. Historical data for ATS-NOW and savings deposits are available

ack to

3. Accounts authorized for negotiable orders of withdrawal (NOW) and ac-
counts authorized for automatic transfer to demand deposits (ATS). ATS data
availability starts with December 1978.

4. Excludes ATS and NOW accounts, MMDA and special club accounts, such
as Christmas and vacation chubs.

5. Money market deposit accounts,

July 1977, Back data are available on request from the Banking Section, Division
of Research and Siatistics, Board of Governors of the Federal Reserve System,
Washington, D.C. 20551.

These data also appear on the Board's (1.6 (406) release. For address, see inside
front cover.
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1.23 LOANS AND SECURITIES All Commercial Banks!'

Billions of dollars; averages of Wednesday figures

19857 19867
Category
June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr. May
Seasonally adjusted
1 Total loans and securities? . ... .. 1,808.6 | 1,822.2 | 1,833.9 | 1.847.2 | 1,855.5 | 1,876.0 { 1,900.4 | 1,930.0 | 19355 | 1,944.6| 1947.9| 1,955.9
2 U.S. government securities 273.1 275.4 275.1 275.5 274.2 276.0 273.1 268.2 2736 269.5 270.0 274.0
3 Other securities ...... .. . 147.2 148.5 150.7 153.6 157.3 163.3 177.6 192.5 188.1 183.3 182.1 181.9
4 Total Joans and leases?. . ....... 1,388.2 | 1,398.2 | 1,408.0 | 1,418.0 | 1,424.0 | 1,436.8 | 1,449.7 | 1,469.3 | 1,473.7 | 1,491, 1,495.8 | 1,500.0
5 Commercial and industrial 487.6 488.5 489.7 492.1 492.7 495.7 499.5 502.1 502.4 506.1 507.8 506.5
6 Bankers acceptances held?. . 5.1 5.2 5.1 4.9 49 4.9 49 4.9 48 49 5.2 5.6
7 Other commercial and
industrial . ............ 482.5 483.4 484.6 487.1 487.8 490.7 494.7 497.2 497.6 501.2 502.6 500.8
8 U.S. addressees? .. . .. .. 473.3 474.4 475.6 478.3 479.4 482.4 486.0 488.0 488.4 491.3 492.7 490.4
9 Non-U.S. addressees®. . .. 9.2 9.0 9.0 8.8 8.4 8.3 8.7 9.3 9.2 9.9 9.8 10.5
10 Realestate ................- 397.9 402.2 405.9 409.5 414.0 418.0 422.4 427.1 431.4 436.1 440.7 446.2
11 Individual .. 276.6 280.0 282.9 285.4 287.5 289.7 291.5 294.6 297.4 299.5 301.1 302.7
120 Security....o.ooivirivinvens 40.4 409 39.0 39.7 39.2 39.8 40.1 4.1 43,4 50.3 479 46.3
13 Nonbank financial
institutions ............- 30.6 30.8 31.4 315 313 32.0 2.6 32.6 3.9 323 32.4 313
14 Agricultural . ................ 39.0 38.9 38.6 38.3 379 37.1 36.3 36.1 35.8 35.5 35.2 34.7
15 State and political
subdivisions ............ 47.5 47.9 48.8 48.8 493 50.0 52.8 60.5 60.3 60.2 59.8 59.5
16 Foreignbanks............... 10.0 9.9 9.7 9.6 923 9.0 9.1 9.1 9.2 9.2 9.2 9.4
17 Foreign official institutions . .. 6.6 6.5 6.2 6.5 6.6 6.7 6.9 7.0 7.0 6.8 53 5.1
18  Lease financing reccivables. .. 17.5 17.8 18.0 18.1 18.3 18.4 18.8 19.4 19.6 19.8 19.9 19.8
19 Allotherloans.............. 34.4 34.8 37.7 8.5 38.0 40.3 39.6 36.6 353 359 36.7 36.6
Not seasonally adjusted
20 Total loans and securities’ ... ... 1,810.1 1,819.0 1,826.9 | 1,845.4 1,851.8 1,875.7 1,912.6 1,934.8 1,932.4 1,944 1 1,950.5 1,955.1
21 U.S. government securities . .. .. 274.5 275.2 273.4 274.1 270.3 273.7 2710 267.7 275.0 273.2 274.0 275.3
22 Other securities ............... 146.4 146.7 150.5 153.6 156.8 163.3 178.7 193.8 188.9 183.9 181.8 182.3
23 Total loans and leases?......... 1,389.2 | 1,397.0 | 1,402.9 | 1,417.7 | 1,424.7 | 1,438.7 | 1,462.9 | 1,473.3 | 14685 | 1,487.1 | 1,494.7| 1,497.5
24  Commercial and industrial . . .. 488.2 488.6 487.9 491.4 492.0 494.8 501.5 501.4 500.1 506.9 510.0 508.3
25 Bankers acceptances held®. . 5.} 5.2 5.0 4.8 4.8 5.0 5.2 4.9 4.7 5.0 52 55
26 Other commercial and
industrial ............. 483.2 483.3 482.8 486.6 487.2 489.7 496.4 496.5 495.4 501.9 504.9 502.8
27 U.S. addressees® ........ 474.0 474.1 473.6 477.5 478.4 481.0 487.3 487.3 486.3 492.7 495.4 493.0
28 Non-U.S. addressees 9.1 9.2 9.3 9.1 8.8 8.8 9.0 9.2 9.1 9.2 9.5 9.7
29  Realestate ............ 397.6 402.1 406.1 410.5 415.2 419.2 423.3 427.3 430.6 434.9 439.5 445.1
30 Individual ... . .- 275.3 279.2 283.2 286.7 289.0 291.0 294.8 297.0 296.3 296.8 298.6 300.8
31 Security.........oiiiieeennn 40.6 39.2 36.6 31.5 38.6 41.0 45.4 46.8 42.6 49.4 48.4 45.6
32 Nonbank financial
institutions ............. 30.6 30.9 31.6 31.7 31.1 n.1 33.4 329 313 31.7 32,2 33t
33 Agricultural. ... 39.5 39.7 39.5 39.2 38.5 37.2 36.0 35.4 349 346 345 34.6
34  State and political
subdivisions ............ 47.5 47.9 48.8 48.8 49.3 50.0 52.8 60.5 60,3 60.2 55.8 59.5
35 Foreignbanks. ....... AR 9.7 9.9 9.4 9.7 9.5 9.3 9.5 9.3 9.3 9.1 9.0 9.1
36  Foreign official institutions . .. 6.6 6.5 6.2 6.5 6.6 6.7 6.9 7.0 7.0 6.8 53 5
37 Lease financing receivables. .. 17.6 17.8 17.9 18.1 18.2 i8.3 18.8 19.6 19.8 19.8 19.9 19.8
38 Allotherloans.............. 36.0 35.2 35.7 37.8 36.7 39.4 40.4 36.1 36.1 36.8 37.5 36.6

1. Data are prorated averages of Wednesday estimates for domestically char-
tered insured banks, based on weekly sample reports and quarterly universe
reports. For foreign-related institutions, data are averages of month-end estimates
based on weekly reports from Iargc U.S. agencies and branches and quarterly
reports from all'U.S. agencies and branches, New York investment companies
majority owned by foreign banks, and Edge Act corporations owned by domesti-
cal]’y chartered and foreign banks,

2. Excludes loans to commercial banks in the United States.

3. Includes nonfinancial commercial paper held.

4, United States includes the 50 states and the District of Columbia.

NoTE, These data also appear in the Board's G.7 (407) release. Data have been
revised because of new seasonal factors and benchmark adjustments. Back data
are available from the Banking Section, Division of Research and Statistics, Mail
%(S)g 66, Board of Governors of the Federal Reserve System, Washingion, D.C.

1.
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1.24 MAJOR NONDEPOSIT FUNDS OF COMMERCIAL BANKS!

Monthly averages, billions of dollars

1985 1986

Source
June July Aug.

Sept. Oct. Nov, Dec. Jan. Feb. Mar. Apr.s May

Total nondeposit funds
Seasonally adjusted? ..................... 1
Not seasonally adjusted . ................. 1
Federal funds, RPs, and other
borrowings from nonbanks?
3 Seasonally adjusted . ..................... 143.5 143.4 139.8
4 Not seasonally adjusted . ................. 144.8 142.4 141.5
§ Net balances due to foreign-refated
institutions, not seasonally
adjusted .......... ...

~—
(=3
>
Bl

~32.6 =371 ~30.0
Memo
6 Domestically chartered banks’ net
Bositions with own foreign
ranches, not seasonally
adjusted* ........... ...
Gross due from bafances ..
Gross due to balances. ................... 44.0
Foreign-related institutions’ net
positions with directly related

-8
43,0

o o~

(VY
On B
oW
A

P RvATNY
o—oe

Gross due 10 balances
Security RP borrowmgs
12 Seasonally adjusted® . .............. ... ... 83
13 Not scasonally adjusted . .. 82

U.S. Treasury demand balances’
14 Seasonally adjusted . ..................... 16.9
1S Not seasonally adjusted .................. 14.9 231
Time deposits, $100,000 or more®
16  Seasonally adjusted ...................... 3289 | 3242 327.
327.2 37

o 20

[FTRC NI N o]
>l

Gk b

141.4 142.0 149.4 152.4 150.1

COOD  tala

17 Not seasonally adjusted ..................

116 115.2 118.4 123.8 127.1 127.5 136.7" | 128.8 130.2
1124 116.2 121.9 125.9 1206/ 132.5 141.6" | 132.1 134.7
140.5 141.0 145.9 150.4 147,77 148.6" 156,37 | 155.3 152.4

153.6/ 161.27 1 158.6 156.9

-276 | -26.6| -20.5| -21.0 -19.5 | ~26.4

~31.6 | -280 1 - —26.5

3 25.8 9.3
74.7 74.2 74.1 76.1 74.4 69.5 71.7 75.3 73.1
4.0 45.4 438 44.5 46.5 43.7

45.2 45.1 438

1.7 2.9 2.7 5.1 7.4 4.7 7.0 3.7 7.1
6.0 55.4 56.1 56.8 511 60.0 60.7 62.6 60.0
7.8 58.3 58.8 61.9 65.1 64.8 67.7 66.3 67.1
S.3 84.7 84.8 88.0 86.1 87.8 87.8 87.2 86.0
3.7 83.4 85.9 87.7 86.1 90.4* 90.2 88.1 88.1
49 4.7 13.5 17.5 19.0 21.1 15.7 17.4 21.4
6.8 5.4 7.9 14.6 4.0 24.2 15.7 17.8 21.8
0.8 3339 3359 337.6 349.4 3518 347.7 346.9 340.3
2.7 336.3 337.5 339.4 348.3 350.7 348.37 | 3434 339.6

1. Commercial banks are those in the 50 states and the District of Columbia
with national or state charters plus agencies and branches of foreign banks, New
York investment companies majority owned by foreign banks, and Edge Act
corporations owned by domestically chartered and foreign banks.

Data for lines 1-4 and 12-17 have been revised in light of benchmarking and
revised seasonal adjustment.

2. Includes seasonally adjusted federal funds, RPs, and other borrowings from
nonbanks and not seasonally adjusted net Eurodollars. Includes averages of
Wednesday data for domestically chartered banks and averages of current and
previous month-end data for foreign-related institutions.

3, Other borrowings are borrowings on any instrument, such as a promissory
note or due bill, given for the purpose of borrowing money for lﬁe banking
business. This includes borrowings from Federal Reserve Banks and from foreign
banks, term federal funds, overdrawn due from bank balances, loan RPs, and
participations in led loans.

4. Averages of daily figures for member and nonmember banks.

5. Averages of daily data.

6. Based on daily average data reported by 122 large banks.

7. Includes U.S. Treasury demand deposits and Treasury tax-and-loan notes at
commercial banks. Averages of daily data.

8. Averages of Wednesday figures.
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1.25
Billions of dotlars

ASSETS AND LIABILITIES OF COMMERCIAL BANKING INSTITUTIONS!

Last-Wednesday-of-Month Series

19857 1986/
Account
July Aug. Sept. Oct. Nov Dec. Jan. Feb. Mar. Apr. May
ALl. COMMERCIAL BANKING
INSTITUTIONS?
1 Loans and securities.................. 1,954.31  1,958.2F 19764 1,985.87 2,0356| 2,068.7| 2,065.2| 2,078.8| 2,091.4| 2,113.4( 2,001.3
2 Investment securities ....... 399.1 400.3 403.8 402.4 410.5 420.4 432.5 432.8 427.2 429.5 430.9
3 U.S. government securities 260.2 257.8 258.1 252.9 254.9 253.9 251.9 255.1 253.7 255.8 257.7
4 Other i38.9 142.5 145.7 149.6 155.6 166.5 180.6 177.7 173.5 173.6 173.2
5 Trading account assets. 22.3 24.2 26.4 25.0 320 3.1 30.1 34.0 30.1 27.8 27.0
6 Total loans ....... 1,532.9 1,533.6 1,546.2 1,558.4 1,593.1 1,617.2 1,602.6 1,612.0 1,634,2 1,656.1 1,643.4
7 Interbank loans ............ 133.0 129.4 128.6 132.4 149.0 150.6 140.4 143.5 146.0 155.7 146.3
8 Loans excluding interbank . . 1,399.9 1,404.3 1.417.6 1,425.9 1,444.2 1,466.7 1,462.2 1,468.5 1,488.1 1,500.4 1,497.2
9 Commercial and industrial. 489.1 487.8 4923 491.7 495.8 500.2 496.7 501.8 508.5 510.5 506.1
10 Real estate ............ 403.7 407.4 411.5 416.7 420.2 423.7 428.7 431.5 435.9 441.7 446.4
11 Individual .. . 281.0 284.9 287.4 290.3 292.0 296.0 297.4 296.4 296.9 300.4 301.2
12 Allother ............ ... ...... 226.2 224.2 226.3 227.2 236.2 246.7 239.4 238.7 246.9 2478 243.4
13 Total cash assets .............. ... ..., 199.8 190.2 189.6 191.5 209.0 213.3 i87.3 193.7 198.1 209.9 221.0
14 Reserves with Federal Reserve Banks 21.0 24.6 24.8 19.5 204 27.6 21.9 26.2 29.1 25.5 30.2
15 Cashinwvault ... ... ol 22.0 0.7 22.1 22.6 21.4 2.2 23.0 22.7 21.8 22.3 23.9
16  Cash items in process of collection ... 70.7 62.6 61.6 68.1 82.1 79.5 64.2 66.9 68.8 80.7 84.6
17 Demand balances at U.S. depository
institutions .......... ... ... ... 336 30.7 30.6 31.5 358 36.0 313 31.8 31.1 34.7 36.8
18 Other cash assets .................. 52.5 49.6 50.6 49.8 49.4 48.0 47.0 46.1 474 46.7 45.5
19 Other assets ... ovovvvinene v 204.5 190.7 196.2 189.2 197.1 201.9 187.0 186.5 195.3 207.0 196.0
20 Total assets/total liabilities and capital . .. 2,358.7 2,339.1 2,362.2 2,366.5 2,441.8 2,483.8 2,439.6 2,458.9 2,484.8 2,530.3 2,518.2
21 Deposits «oovviiiiii 1,692.6 1,684.3 1,690.5 1,713.6 1,751.7 1,772.5 1,739.5 1,746.4 1,762.8 1.798.4 1,808.0
22 Transaction deposit. . 493.2 476.3 475.2 491.7 522.2 536.9 488.8 492.1 502.5 540.7 542.7
23 Savings deposits .. 436.1 438.3 440.1 445.8 450.4 452.0 454.2 457.2 462.0 467.8 476.9
24  Time deposits. .. .. 763.3 769.7 775.3 776.2 779.1 783.6 796.5 797.1 798.3 789.9 788.4
25 Borrowings . . 326.3 3137 328.3 313.6 356.1 367.8 364.4 374.7 373.1 390.7 367.4
26 Other liabilities . 176.1 177.3 179.0 173.7 167.9 175.8 167.6 169.1 179.3 170.4 173.1
27 Residual (assets less | 163.6 163.8 164.4 165.5 166.0 167.7 168.2 168.8 169.7 170.8 169.7
MEMO
28 U.S. government securities (including
trading account) . ..., oL 274.0 271.9 275.2 268.6 2748 269.7 269.8 278.4 273.7 274.0 275.1
29 Other securities {including trading
ACCOUnt). ... ..o 147.3 152.6 155.1 158.8 167.7 181.8 192.8 188.4 183.6 183.3 182.8
DOMESTICALLY CHARTERED
CoMMERCIAL Banks?
30 Loans and securities. ...... 1,854.0 1,856.8 1,869.9 1,879.5 1,926.6 1,954.3 1,954.3 1,964.0 1,972.4 1,993.3 1,985.3
31  Investment securities 389.1 390.2 392.9 391.1 399.5 409.9 421.1 420.8 416.0 416.1 4171
2 U.S. government secu 255.5 253.1 253.1 247.4 250.1 249.0 247.0 249.6 248.5 248.8 250.2
33 Other ................... 133.7 137.1 139.7 143.8 149.4 160.9 174.1 172 167.5 167.2 166.9
34 Trading account assets . 2.3 24.2 26.4 25.0 2.0 31t 30.1 340 30.1 27.8 27.0
35 Total foans ....... . 1,442.6 1,442.4 1,450.6 1,463.4 1,494.5 1,513.4 1,503.1 1,509.2 1,526.3 1,549.4 1,541.2
36 Interbank loans . ....... .. 111.0 106.0 104.2 108.7 124.1 123.8 115.8 115.8 120.2 129.3 123.3
37 Loans excluding interbank. . . 1,331.6 1,336.4 1,346.4 1,354.6 1,370.4 1,389.5 1,387.3 1,393.5 1,406.1 1,420.1 1,417.9
38 Commercial and industrial . 439.8 418.0 440.2 439.3 4418 445.3 442.5 446.2 448.2 452.3 449.7
39 Real estate .............. 398.3 402.1 406.1 411.5 415.0 418.4 423.6 426.4 430.7 436.3 440.7
40 Individual ... .. 280.7 284.6 287.1 290.0 291.7 295.7 297.1 296.2 296.6 300.1 300.9
41 Allother .......... ...t 2128 2117 213.1 213.8 222.0 230.1 224 4.7 230.7 2314 226.6
42 Total cash assets . 183.0 174.4 173.5 175.7 193.4 197.2 171.1 179.1 182.7 194.3 205.8
43 Reserves with Federal Reserve Banks 20.3 23.6 24.2 18.3 19.2 25.8 21.0 25.5 28.4 24.4 28.7
44  Cashinvault ...................... 22.0 22.7 22.0 22.6 21.4 2.2 23.0 22.6 217 22.2 238
45  Cash items in process of collection ... 70.5 62.3 61.3 67.9 81.8 79.3 63.8 66.5 68.4 80.3 84.2
46 Demand balances at U.S. depository
institutions . ... 32.3 29.0 29.1 30.1 339 343 29.4 30.1 29.4 33.0 35.1
47 Othercashassets .................. 38.0 36.4 36.8 36.8 37.1 35.7 340 343 4.7 343 34.0
48 Other assets ......vvevineniie oo 153.9 141.9 142.8 141.4 146.2 150.0 137.8 134.6 144.0 150.3 142.8
49 Total assets/total liabilities and capital . .. 2,190.8 2,172.8 2,186.1 2,196.3 2,265.6 2,301.6 2,263.1 2,2717.8 2,299.1 2,337.9 2,333.9
50 Deposits ........ 1,648.7 1,638.4 1,643.1 1,666.4 1,704.6 1,724.4 1,689.6 1,698.2 1,713.1 1,749.1 1,759.3
51 Transaction deposits . 486.6 469.5 468.3 485.0 5153 529. 481.6 484.8 495.0 533.1 535.4
52 Savings dcpmns ‘e 434.5 436.7 438.5 4441 448.6 450.3 452.4 455.3 460.1 465.8 474.9
53 Time deposits. . 727.6 732.2 736.3 737.3 740.7 744.7 755.7 758.1 758.1 750.1 749.0
54 Borrowings...... 262.8 254.2 2638 252.2 285.0 295.7 298.0 304.9 304.8 309.1 294.2
55 Other Jiabilities ............ ... o 118.8 119.5 117.9 115.4 113.0 116.9 110.5 109.0 114.6 112.0 113.9
56 Residual (assets less liabilities)......... 160.5 160.7 161.3 162.4 162.9 164.6 165.0 165.6 166.5 167.7 166.6

1. Data have been revised back to January 1984. Revised end-of-month dats
from January 1984 through June 1985 are availabie on request from the Banking
Section, Division of Research and Statistics, Mail Slop 66, Board of Governors of
the Federal Reserve System, Washington, D.C. 2055

2. Commercial banking institutions include insured domestically chartered
commercial banks, branches and agencies of foreign banks, Edge Act and
Agreement corporations, and New York State foreign investment corporations.

3. Insured domestically chartered commercial banks include all member banks
and insured nonmember banks.

NoTe. Figures are partly estimated. They i

heidi

lude all bank-premise:
ies and other significant majority-owned domestic subsidiaries. Loan and securi-
ties data for domestically chartered commercial banks are estimates for the last
Wednesday of the month based on a sample of weekly reporting banks and
quarter-end condition report data. Data for other banking institutions are esti-
mates made for the last Wednesday of the month based on a weekly reporting
sample of foreign-related institutions and quarter-end condition reports.
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1.26 ALL LARGE WEEKLY REPORTING COMMERCIAL BANKS with Domestic Assets of $1.4 Billion or More on

December 31, 1982, Assets and Liabilities
Millions of dollars, Wednesday figures

1986
Account

Apr. 20 | Apr. 9 | Apr. 167 | Apr. 23" | Apr. 30’ | May 7 May 14 | May 21 May 28
1 Cash and balances due from depository institutions ............ 102,206 90,946 | 104,826 | 109,112 | 101,565 94,697 97,036 96,704 | 111,756
2 Total loans, leases and securitles, met. . ........................ 928,066 | 931,016 | 935,790 | 938,180 | 943,321 933,2711 926,110 | 934,016 | 930,236
3 U.S. Treasury and government agency ....................... 91,288 95,401 94,796 | 91,625 92,541 93,773 93,671 93,603 92,761
4 Trading account ................o-nnn 21,576 23,792 22,559 19,661 21,505 21,909 22,808 22,004 20,730
5 Investment account, by maturit 69,712 71,608 72,237 71,964 71,036 71,864 70,866 71,599 72,031
6 One yearorless ................... 19,718 20,057 19,712 19,269 19,227 19,252 19,107 18,755 19,070
7 Over one through five years ......... 33,321 33,816 34,262 33,852 33,186 35,232 33,972 34,777 35,032
8 Overfiveyears ................... 16,673 17,735 18,264 18,843 18,622 17,380 17,787 18,067 17,929
9 Other securities. ... ... 67,685 67,278 | 68,568 68,644 | 69,254 3001 67,586 67,470 ,002
10 Trading account . ... 4,534 4,252 5,414 5,238 5,192 4,738 4,001 3,934 4,534
11 Investment account . 63,151 63,026 63,155 63,405 64,062 63,562 63,585 63,536 63,468
12 States and political subdivisions, by maturity 56,519 56,295 56,203 56,404 56,912 56,466 56,548 56,508 56,396
13 One year or less .. 5,835 9,743 9,677 9,634 9,648 9,376 9,345 9,199 9,040
14 Overoneyear............... 46,684 46,552 | 46,526 46,770 47264 47,090 | 47,202 47,310 | 47,357
15 Other bonds, corporate stocks, an 6,632 6,731 6,952 7,001 7,149 7,096 7,037 7,028 7,071
16 Other trading account assets ..................... 5,260 4,886 4,903 4,509 4,830 5,051 4,870 4,851 5,417
17 Federal funds sold’. ...................... 62,248 66,626 63,832 71,48) 70,081 62,694 56,024 61,542 60,020
18 To commercial banks. . ................. 37, 43,303 1 39,137 43,705 | 43,878 37,7291 32,271 35,034 | 35,801
19  To nonbank brokers and dealers in securiti 17,340 15,284 16,655 y 17,391 16,636 15,819 17,718 15,993
20 Toothers ........ooovvviiiiieoneriins ,040 8,812 8,329 7,934 8,7 8,225
21 Other loans and leases, gross? 726,525 723,405 | 723,937 726,544 | 724,046
22 Other 10ans, Bross?. .. ... v.iureerioneii ' 710,631 | 707,496 | 708,036 | 710,637 | 708,139
23 Commercial and industrialz. .. ...... e 261,187 | 258,571 | 261,491 | 258,778 260,976| 261,411 | 260,914 | 258,845 | 258,072
24 Bankers acceptances and commercial paper ............. 1296 2, 2,259 2,166 2,156 2,295 2,514 2,427 2,395
25 Allother......... .o i i, 258,890 | 256,336 | 259,232 | 256,612 | 258,821) 259,116 | 258,400 | 256,417 | 255,677
26 U.S. addressees. .. .. 254,411 | 251,945 | 254,526 | 252,106 | 254,277 254,575 253,897 | 251,951 [ 251,276
27 Non-U.S. addressees .. 4,479 3 7 4,506 4,543 4,541 4,502 X 4,401
28 Real estate loans? ., ............. R R 185,745 | 185,948 | 186,781 187,041 187,521 188,035 | 189,181 190,106 | 189,826
29 To individuals for personal cxpcndl}ures .................. 132,655 132,745 | 133,478 | 133,866 | 134,298 | 134,219 | 134,516 | 134,556 | 134,843
30 To depository and financial institutions . .................. 42,406 42,225 43,054 44,100 43,619 44,062 43,692 45,324 44 814
k)| Commercial banks in the United States ................. 12,748 12,762 12,950 14,795 13,892 14,556 13,901 14,705 14,384
R Banks in foreign countries ......c.... ..o 106 4,838 4,915 5,541 5,420 5,218 4,860 5,550 5,618
33 Nonbank depository and other financial institutions ... ... 24,552 1 24,625 25,189 | 23,764 24,326 24,288 24,932 25,069 24,812
34 For purchasing and carrying securities 20,036 20,253 21,152 20,435 21,958 18,170 18,257 20,540 18,625
35 To finance agncultural production.......... 6,202 ,186 6,207 6,217 6,226 6,251 6,290 6,308 6,276
36 To states and political subdivisions. ...................... 36,426 36,374 36,480 36,580 36,418 36,318 36,260 36,309 36,216
37 To foreign governments and official institutions . ........... 3,246 3,138 3,095 3,295 3,307 405 3,354 3,322 3,439
38 Allother .................... 17,073 14,914 15,744 15,433 16,288 15,624 15,572 15,327 16,028
39 Lease financing receivables 15,89 15,884 15,895 15,902 15,894 15,908 900 15,907 15,906
40 Less: Unearned income ..............c....oovo.... 4,918 898 4,926 4,924 4,960 4,934 4,939 4,935 4,940
41 Loan and lease reservel. ..o 14,368 14,517 14,760 14,802 14,949 15,018 15,039 15,060 15,069
42 Other loans and leases, net? . 701,586 | 696,825 | 703,692 | 701,922 | 706,616} 703,452 | 703,959 | 706,550 | 704,036
43 All other assets . ............ 130,332 132,817 | 133,08t 130,442 131,872 131,118 129,324 127,990 124,611
44 TolRl MSBEIS . ... ...\ttt e 1,160,605 {1,154,780 (1,173,697 11,177,734 (1,176,759 | 1,159,086 (1,152,470 | 1,158,710 {1,166,603
45 Demand deposits. .. oo e 217,876 | 206,384 | 222,204 { 213,158 | 222,092 | 207,070 | 208,595 | 203,878 | 223,183

46 Individuals, partnerships, and corporations. .. ... 168,226 | 158,836 | 168,009 | 158,419 | 1669471 158,384 | 161,770 1 155,869 | 166,
47  States and political subdivisions ................ oL 099 4,618 5,988 5,051 6,036 5,151 4,640 5,056 5,051
48 ULS. GOVEIMMENL. ... ottt 1,666 1,674 4,029 3,742 4,767 2,925 2,437 1,132 1,861
49 Depository institutions in United States. .................... 24,856 22,705 25,329 22,885 24,632 23,777 23,168 23,842 27,045
50  Banks in foreign countries ......... O 6,158 5,557 6,225 6,832 6,451 , 6,319 6,209 6,613
51 Foreign governments and official institutions ................ 939 891 930 985 878 809 800 796 952
52 Certified and officers’ checks ................... o 10,932 12,104 11,694 15,238 12,381 10,033 9,460 10,974 14,753
53 Transaction balances other than demand deposits . ............. 45,918 46,476 48,153 45,792 44,322 45,125 44,471 44,526 44,433
54 Nontransaction balances .............. R R B 493,902 | 493,916 | 490,881 | 490,598 | 490,134 | 490,864 | 491,108 | 492,425 | 492,205
55 Individuals, partnerships and corporations .................. 455,629 | 455,648 | 453,053 | 452,300 [ 451,872 | 452,343 | 452,557 | 453,659 | 453,483
56 States and political subdivisions .. ............ .. 25,429 | 25614 | 25308 25825| 25,753 25,795 | 26,052 | 26,315 26,326
57 U.S. BOVEIMIMENL. .ottt ie et ver et iiat e et 692 700 691 689 68 671 674 762 761
58  Depository institutions in the United States . ................ 10,483 10,323 10,221 10,182 10,258 10,488 10,305 10,190 10,223
59  Foreign governments, official institutions and banks.......... 1,669 1,630 1,607 ,601 1,56 1,566 1,520 1,498 1,412
60 Liabilities for borrowed money ...................... oLl 236,206 | 242,290 | 246,846 | 258,563 | 252,508 | 250,943 | 242,378 | 246,116 | 238,49
61  Borrowings from Federal Reserve Banks ................... 110 ,019 245 547 30: 397 33 677 269
62  Treasury tax-and-loan notes . ............. il 2,308 6,366 11,134 15,731 17,532 17,739 15,580 i1,164 7,912
63 All other liabilities for borrowed money?. . ... . 233,788 | 233,905 | 235,466 | 242,285 | 234,671 232,807 | 226,458 | 234,275 | 230,315
64  Other liabilitics and subordinated note and debentu 85,547 84,339 84,724 88,625 85,833 83,128 83,826 89,811 86,339
65 Total liabflftles . ... ......... ... .. .. i 1,079,449 1,073,405 11,092,807 1,096,730 (1,094,890 (1,077,130 ;1,070,378 |1,076,756 (1,084,656
66 Residual (total assets minus total Jiabilities). .................. 81,155 81,375 80,890 81,005 81,868 81,956 82,092 81,954 81,947

MEMO

67 Total loans and leases (gross) and investments adjusted®. .. ... .. 896,605 | 894,366 | 903,391 | 899,406 905,460 [ 900,938 | 899,916 { 904,272 | 900,060
68 Total loans and leases (gross) adjusted®. .. ... ... .. 732,372 | 726,801 | 735,124 | 734,628 | 738,836 733,813 | 733,789 | 738,348 | 733,880
69 Time deposits in amounts of $100,000 or more......... 159,428 | 159,116 | 156,948 { 156,843 155,904 | 155980 | 155,918 [ 155,757 | 155,432
70 Loans sold outright to affiliates—total® 1,647 1,743 1,803 1,626 1,702 1,681 1,686 1,534 1,506
71 Commercial and industrial . 942 1,044 1,102 962 1,038 1,049 1,057 958 950
F2 OReT. o e . 705 699 700 664 664 637 629 576 sse6
73 Nontransaction savings deposits {(including MMDAs). .......... 200,782 [ 201,518 | 200,257 | 200,142 | 200,597] 201,523 | 202,219 | 204,059 | 204,081

1. Includes securities purchased under agrecments to resell. .

2. Levels of major loan items were affected by the Sept. 26, 1984, transaction
between Continental llinois National Bank and the Federal Deposit Insurance
Corporation. For details see the H.4.2 statistical release dated Oct. 5, 1984,

3. Includes federal funds purchased and securities sold under agreements to
repurchase; for information on these liabilities at banks with assets of $1 billion or
more on Dec. 31, 1977, see table 1.13.

4. This is not a measure of equity capital for use in capital adequacy analysis or
for other analytic uses.
b S.k Exclusive of loans and federal funds transactions with domestic commercial
anks.
6. Loans sold are those sold outright to a bank's own foreign branches,
nonconsolidated nonbank affiliates of the bank, the bank's holding company (if
not a bank), and nonconsolidated nonbank subsidiaries of the holding company.
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1.28 LARGE WEEKLY REPORTING COMMERCIAL BANKS IN NEW YORK CITY Assets and Liabilities
Millions of dollars, Wednesday figures except as noted

1986
Account
Apr.2 | Apr.9 | Apr. 16 { Apr.23 | Apr.30 { May 7 | May 14 | May 21 | May 28
1 Cash and balances due from depository institutions .............. 25,650 22,834 25,555 31,870 26,606 23,896 23,601 25,982 31,236
2 Total Joans, leases and securities, net!. . .......... ... .. ... 197,961 | 198,032 | 200,446 |203,880 1204,206 197,328 |194,687 | 200,641 | 198,991

Securities R
3 U.S. Treasury and government agency

4 Trading account? ........... R VIS IOV BT IR T T TOR U I RO

5 Investment account, by maturity 9,983 9,601

6 One yearorless............. .. 1,306 1,114

7 Over one through five years............. 5,608 5,218 5214

8 OVer fiVe Years ... vt e K , K 3,606 , 8 , 3,462 3,272

O Other SECURIES2. . oo v veeveeeiereeeraneeeeneeieoianeieiil cvie | vvvee v boocos oo v oo b
10 Trading account? ..... P N YU BTITUEE EPPUUSTE SO INNOUIT EDUUN EDUI RO R
i1 Investment account . e 15,228 15,183 15,276 15,319 15,462 15,439 13,447 15,324 15,310
12 States and political subdivisions, by maturity ............... 13,141 13,110 13,106 13,144 13,262 13,254 13,299 13,234 13,232
13 One YEAF OF 1€58 . ..o vvovr e 1,684 1,666 1,656 1,655 1,706 1,715 L7112 1,694 1,685
14 OVET ONE YEAT . oo vvevvrerninuns e 11,456 11,443 11,449 11,489 11,557 11,539 11,587 11,540 11,546
15 Other bonds, corporate stocks and securities................ 2,087 2,074 2,170 2,174 2,200 2,184 2,148 2,091 2,078
16 Other trading account assets? ..........oooiiiiinienineaneiis]| veenee | oveiee Lo b e e e | o L

Loans and leases

17 Federal funds sold? ... .ot 27,532 29,172 28,173 32,777 31,808 27,241 25,643 29,556 | 28,608
18  To commercial banks e 13,319 | 15,660 | 14,180 | 17,499 | 16,289 | 12,260 | 11,630 | 13,954 | 13,989
19  To nonbank brokers and dealers in securities ................. 9,343 7,479 8,433 9,539 8,800 8,447 8,063 8,939 8,207
20 TOOLREIS ..ottt e 4,869 6,033 5,560 5,740 6,719 6,534 5,949 6,662 6,412
21 Other loans and 1€a5€s, BIOSS ... vvvv e inre it 150,434 | 148,666 | 151,388 |150,235 [151,907 (149,651 {149,232 | 151,522 | 151,218
22 Other 085, GrOSS v oo vv e vt ivrs it i iai it 147,345 1 145,633 | 148,348 ] 147,189 [148,870 | 146,606 |146,236 | 148,517 | 148,206
23 Commercial and industrial ............. ... oo 58,975 58,019 59,041 57,514 57,988 57,977 58,087 56,638 56,696
24 Bankers acceptances and commercial paper............... 462 516 483 492 488 512 618 666 542
25 Allother. ... o 58,513 57,503 58,558 57,022 57,500 57,465 57,469 55,972 56,154
26 U.S. addressees .. ..o iiit i 57,986 56,982 57,780 56,261 56,738 56,702 56,707 55,246 55,478
27 Non-U.S. addressees. . .. 527 522 179 762 762 763 762 728 675
28 Real cstate loans . Lo 31,003 30,964 31,288 31,433 31,286 31,355 31,683 31,925 32,005
29 To individuals for personal expenditures........ .. Lo 17,737 17,731 17,800 17,855 17,926 17,956 18,054 18,116 18,167
30 To depository and financial institutions........... o] 13,489 13,3% 14,038 14,575 14,849 14,934 14,119 15,402 15,587
31 Commercial banks in the United States......... ... 4,524 4,639 4,981 5,487 5,880 6,194 5,667 6,548 6,459
32 Banks in foreign countries ........ e o 2,318 2,080 1,955 2,576 2,293 2,200 1,827 2,130 2,397
13 Nonbank depository and other financial institutions 6,647 6,670 7,102 6,512 6,676 6,540 6,626 6,724 6,731
34 For purchasing and Carryi’r} securities 10,580 [ 11,180 ( 11,214 10,575 11,664 9,294 9,264 11,578 10,091
35 To finance agricultural production 317 316 312 323 319 31 295 300 301
36 To states and political subdivisions .. 9,196 9,187 9,279 9,391 9,259 9,248 9,258 9,307 9,211
37 To foreign governments and official 818 764 716 922 856 959 879 857 963

38 All other.. .. ... e
39 Leasc financing receivables . .

5,229 4,082 4,661 4,600 4,722 4,574 4,556 4,396 3,185
3,089 3,033 3,040 3,046 3,037 3,045 2,996 3,005 3,012

40 LEss: Unearned income ....... . §,4Q7 1,377 1,384 1,389 1,433 1,435 1,434 1,438 1,440
41 Loan and lease r€SErve ......ooovoiuioii.. o413 4,198 4,200 4,208 4,211 4,242 4,297 4,306 4,306
42 Other loans and leases, net ... ... L1 144,913 1143,091 | 145,804 1144,638 146,261 | 143,974 1143,501 1145778 | 145,472
43 All otherassetst ... ... ... i Lp 72,181 76,800 75,831 72,658 73,456 74,334 73,336 72,672 71,61t
44 TOtBl BSSELS ... . ..o 295,792 | 297,667 | 301,832 | 308,408 (304,268 295,559 (291,624 {299,295 | 301,838
Deposits

45 Dcﬁ')and deposits ... IR R R RN I 56,788 54,879 58,766 | 59,757 | 58,57¢/ | 53,624 52,385 53,883 61,506
46 Individuals, partnerships, and corporations ........... ... 40,174 36,718 39,9837 | 37,705 | 39,1127 | 35,967 35,826 35,823 39,514
47  States and political subdivisions . ............ ..., AN 667 564 1,081 581 688 589 594 584 614
48 U.S. government .............. e s 183 221 656 684 715 556 486 143 3n
49 Deposttory institutions in the United States........... Lo 5,286 5,229 5,878 5,517 6,167 6,033 5,410 5,832 5,863
50  Banks in foreign countries .. .. .. e 4T 4,347 4,886 5,587 5,127 4,818 5,070 4,989 5,225
51  Foreign governments and official institutions . . e 790 724 766 831 684 646 642 640 784
52  Certified and officers’ checks. . .......... oo 4915 7,077 5,516 8,852 6,082 5,014 4,358 5,872 9,175
53 Transaction balances other than demand deposits

ATS, NOW, Super NOW, telephone transfers)............ 4,939 5,071 5,330 4,992 4,785 4,903 4,837 4,884 4,909
54 Nontransaction balAnces. ...........coocviiiiiee i, ool 91,8767 | 9L, 41¥ | 91,1057 90,4527 | 91,4027 | 91,424 | 91,469 | 92,083 | 91,576

82,9367 | 82,5277 82,231 | 81,439 | 82,13¢" | 82,104 82,334 | 82,664 ( 82,490

55 Individuals, parinerships and corporations . . ............
5,598 5,853 5,782 5,870 5,876 5,939 5,976 6,162 6,095
48 49 49 48

56  States and political subdivisions .................... ...

57 U.S. government . .... P T 46 47 47 125 120
58 Depository institutions in the United States . ............ .. 2,385 2,114 2,187 2,222 2,496 2,488 2,249 2,273 2,097
59  Foreign governments, official institutions and banks ....... o 907 870 859 873 846 846 863 859 774
60 Liabilities for borrowed money.........c..ooviiiiii .| 81,677 | 85,539 | 854it 90,032 | 87,809 | 84,546 | 82,235 | 84,163 | 81,933
61  Borrowings from Federal Reserve Banks R 1A T I T U AU SR SR S
62  Treasury tax-and-loan notes............ 287 1,536 3,074 4,414 4,894 4,895 4,167 2,850 2,073
63 All other liabilities for borrowed money? .. 81,3%0 82,528 82,337 85,618 82,914 79,651 78,068 81,312 79,860
64 Other liabilities and subordinated note and d 34,520 34,700 | 35,286 | 37,146 | 35,378 | 34,597 34,256 | 37,871 35,556
65 Total liabilities. . . .... ... ... i 269,801 | 271,602 | 275,898 282,379 (277,950 269,094 |265,183 | 272,885 | 275,481
66 Residual (total assets minus total liabilities)s . ............ ... .. 25991 | 26,065 | 25934 26,028 | 26,318 | 26,465 | 26,441 26,41 [ 26,357
MEMO .

67 Total loans and leases (gross) and investments adjusted'’. ... ... .. .. 185,638 | 183,309 | 186,869 | 186,491 [187,681 |184,551 {183,121 | 185,883 | 184,289
68 Total loans and leases (gross) adjusted” ........................ 160,122 | 157,539 | 160,401 160,027 |161,546 |158,437 |157,578 | 160,576 [ 159,378
69 Time deposits in amounts of $100,000 or more .................. 35,043 34,657 34,834 34,402 34,880 34,684 34,476 | 34,794 | 34,288

1. Excludes trading account securities. 6. Not a measure of equity capital for use in capital adequacy analysis or for

2. Not available due to confidentiality. other analytic uses.

3. Includes securities purchased under agreements to resell. 7. Exclusive of loans and federal funds transactions with domestic commercial

4. Includes trading account securities. banks.

5. Inctudes federal funds purchased and securities sold under agreements to NoTe. Thesc data atso appear in the Board’s H.4.2 (504) release. For address,

repurchase. see inside front cover.
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1.30 LARGE WEEKLY REPORTING U.S. BRANCHES AND AGENCIES OF FOREIGN BANKS!' Assets and
Liabilities
Millions of dollars, Wednesday figures

1986
Account
Apr. 2 Apr. 9 Apr. 16 Apr. 23 Apr, 30 May 7 May 14 May 21 May 28
1 Cash and due from deposilory institutions . 9,417 8,730 9,589 9,389 9,452 8,932 9,194 8,705 9,202
2 Total loans and securities ............... 67,583 66,693 67.529 68,517 69,478 68,368 67,123 67,839 67,036
3 U.S. Treasury and govt, agcncy securities 3 888 4,245 4,492 4,345 4,946 4,952 4,938 5,089 5,256
4 Other securittes . ce 3,983 4,152 4,322 4,310 4,241 4,278 4,201 4,384
S Federal funds s;old2 AN 3 786 3,726 3,116 4,380 4,318 4,752 3,563 5,105 3,628
6  To commercial banks in the United 3,108 2,985 2,189 3,359 3,314 3,740 2.492 3,928 2,386
7 TOOHErs .....oovuiiiniir s 681 74} 927 1,02} 1,004 1,001 1,071 1,177 1,242
8 Other loans, gross. . . 55,908 54,740 55,769 55,469 55,904 54,424 54,344 53,444 53,768
9 Commercial and industrial, 32,629 32,342 32,617 32,224 32,188 32,074 31,573 31,028 31,089
10 Bankers acceptances and commercial
PAPEN ..o 2,348 2,216 2,243 2,219 2,371 2,605 2,626 2,659 2,616
1t All other ......... e 30,281 30,126 30,374 30,005 29.816 29,469 28,947 28,368 28,473
12 U.S. addressees.. .. .. e 28,146 27,942 28,159 27,764 27,551 27,174 26,645 26,065 26,042
13 Non-U.S. addressees . B 2,135 2,184 2,215 2,241 2,265 2,295 2,302 2,304 2,431
14  To financial institutions ............ . 15,540 15,184 15,845 16,067 15,863 15,862 15,347 15,044 15,028
15 Commercial banks in the United States . 12,707 12,525 12,793 13,235 12,929 12,628 12,065 11,548 11,604
16 Banks in foreign countries. . ......... 973 968 1,055 984 953 988 1,004 980 931
17 Nonbank financial institutions 1,860 1,692 1,996 1,848 1,981 2,247 2,278 2,517 2,490
18 To foreign govts. and official institutions . . 608 608 622 611 64) 355 550 557 559
19 For purchasing and carrying securities . . 3,611 2,951 3,092 2,889 3,428 2,152 3,040 2,831 3,053
20 Allother ... 3,520 3,654 3,593 3,678 3,784 3,780 3,834 3,983 4,042
21 Other assets (claims on nonrelated parties) . . 21,812 22273 21,905 22,107 22,024 22,000 22,088 22,336 21,937
22 Net due from related institutions . .. ...... 11,982 14,735 12,407 13,694 14,744 14,324 12,871 12,342 12,346
23 Total SSets ... vt 110,794 112,434 111,430 113,708 115,698 113,624 111,276 111,222 110,522
24 Deposits or credit balances due 10 other
than directly related institutions . . .. 31,901 32,113 32,338 31,799 32,821 32,386 32,060 32,059 32,047
25 Transaction accounts and credit balances’ 2,723 2,549 2,730 2,653 2,961 3,245 2,903 3,057 3,085
26 Individuals, partnerships, and
COrporations . .................. 1,555 1,397 1,552 1,550 1,667 1,789 1,901 1,670 1,614
27 Other ................ 1,168 1,152 1,178 1,102 1,294 1,456 1,002 1,387 1,472
28 Nontransaction accounts* 29,178 129,564 29,608 29,146 29,860 29,140 29,157 29.002 28,961
29 Individuals, partnerships, and
COTPOTALIONS ... ..o vv i ne 23,718 24,110 24,109 23,831 24,626 23,855 23,865 23,726 23,886
30 Other . ..ot 5,460 5,454 5,499 5,315 5,234 5,286 5,292 5,277 5,076
31 Borrowings from other than directly
related institutions. .. ...... ... .. 43,829 46,596 43,747 45,717 46,888 45,810 42,003 42,690 42,132
32 Federal funds purchased® ... ......... 20,959 24,021 22,243 23,410 25,378 23,930 20,267 20,49¢ 20,416
33 From commercial banks in the
United States ... .. 16,055 18,892 15,886 16,856 18,439 16,874 13,964 13,977 13,587
34 Fromothers ................. . 4,904 5,129 6,356 6,554 6,939 7,056 6,302 6,514 6,829
35 Other liabilities for borrowed money. ... 22,871 22,578 21,508 22,306 21,510 21,880 21,736 22,199 21,715
36 To commercial banks in the
United States .................... 21,009 20,991 19,628 20,585 19,648 20,005 19,726 19,684 19,147
37 Taothers................ .. 1,862 1,584 1,876 1,722 1,863 1,875 2,010 2,515 2,568
38 Other liabilities 10 nonrelated parties . 23,481 24,252 23,510 23,464 23,694 23,634 23,824 23,396 23,313
39 Net due to related institutions ... .. o 11,582 9,468 11,835 12,728 12,294 11,793 13,389 13,076 13,030
40 Total liabilities .. ....................... 110,794 112,431 111,430 113,708 115 698 113,624 111,276 111,222 110,522
MEMO
4] Total loans (gross) and securities adjusted® 51,771 51,183 52,547 51,923 53,235 52,000 52,566 52,363 53,047
42 Total loans (gross) adjusted®. ... ......... 43,883 42,956 43,903 43,255 43,979 42,807 43,350 43,072 43,406
I«ffcqwc Jan. |, 1986, the reporting panel includes 65 U.S. branches and 4. Includes savings deposits, money markel deposit accounts, and time
encies of foreign banks that include those branches and agcnc:es with assets of deposits.
§50 million or more on June 30, 1980, plus those bram,hcs und agencies that had 5. Includes securities sold under agreements to repurchase.
reached the $750 million asset level on Dec. 31, 198 6. Exclusive of loans to and federal funds sold to commercial banks in the
2. Includes securities purchased under agrccmenls to resell. United States.

3. Includes credit balances, demand deposits, and other checkable deposits.
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1.31 GROSS DEMAND DEPOSITS Individuals, Partnerships, and Corporations!

Billions of dollars, estimated daily-average balances, not seasonally adjusted

Commercial banks
5 {" holder 1984 1985
Type of holde 1980 | 1981 1982 | 1983
Dec. Dec. Dec. Dec.
Sept. Dec. Mar} June Sept. Dec.
1 All holders—Individuals, purtnerships, and
corporations. ... ....... ..o 315.5 288.9 291.8 293.5 288.8 302.7 286.6 298.6 299.6 3216
2 Financial business .. ........ .. oo 29.8 28.0 35.4 32.8 30.4 31.7 28.1 28.9 28.9 32.9
3 Nonfinancial busines is 162.8 154.8 150.5 161.1 158.9 166.3 158.3 164.7 168.1 178.4
4 Consumer ... 102.4 86.6 85.9 78.5 79.9 81.5 719 81.8 80.7 84.8
5 Foreign ... .. 33 2.9 3.0 3.3 33 3.6 35 7 3.5 35
6 Other ...t . 17.2 16.7 17.0 17.8 16.3 19.7 18.8 19.5 18.5 22.1
Weekly reporting banks
1984 1985
1980 1981 1982 1983
Dec. Dec. Dec. Dec.?
Sept Dec. Mar.} June Sept. Dec
7 All holders—Individuals, partnerships, and

corporations. .. ... 147.4 137.5 144.2 146.2 145.3 157.1 147.8 1514 153.7 168.8
8 Financial business . ................. i 21.8 21.0 26.7 4.2 23.7 25.3 22.6 229 23.3 26.6
9 Nonfinancial business .. 78.3 75.2 74.3 79.8 79.2 87.1 82.8 84.0 85.9 94.4
10 Consumer ....... . 35.6 30.4 3.9 29.7 29.8 30.5 29.1 29.9 30.6 324
t1 Foreign ... . 3.1 2.8 2.9 3.1 32 34 33 3.s 3.3 39
B2 Other .. oo 8.6 8.0 8.4 9.3 9.3 10.9 10.0 110 10.6 12.3

1. Figures include cash items in process of collection, Eslimates of gross
deposits are based on reports supplied by a sample of commercial banks. Types of
depositors in each category are described in the June 1971 BULLETIN, p. 466,

. In January 1984 the weekly reporting panel was revised; it now inc uglcs 168
banks. Beginning with March 1984, estimates are constructed on the basis of 92
sample banks and are not comparable with earlier data. Estimates in billions of
dollars for December 1983 based on the newly weekly reporting panel are:
financial business, 24.4; nonfinancial business, 80.9; consumer, 30.1; foreign, 3.1;
other, 9.5.

3. Beginning March 1985, financial business deposits and, by implication, total
gross demand deposits have been redefined to exclude demand deposits due to
thrift institutions. Historical data have not been revised. The estimated volume of
such deposits for December 1984 is $5.0 billion at all insured commercial banks
and $3.0 billion at weekly reporting banks.
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1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING
Millions of dollars, end of period
1985 1986
19%] 1982 1983 1984 1985
Instrument Dec. Dec. | Dec.! | Dec. Dec.
Nov. Dec. Jan, Feb. Mar Apr.
Commercial paper (seasonally adjusted unless noted otherwise)
1 Allissuers ................. ... ..., 165,829 166,436 187,658 | 237,588 300,899 | 287,981 | 300,899 | 302,160 | 297,862 301,118 297,108
Financial companies?
Dealer-placed paper*
2 Total ... ... 30,333 34,608 44,455 56,485 78,443 72,145 78,443 79.048 78,136 84,071 83,8714
3 Bank rclaled (not seasonally
djusted) ... ... 6,045 2,516 2,441 2,038 1,602 1,969 1,602 1,410 1,475 1,348 1,520
Dlre( thy placed paper®
4 Total ... 81,660 84,393 97,042 110,543 135,504 131,667 135,504 134,584 134,443 135,510 135,801
5 Bank-related (not seasonally
adjusted) 26,914 32,034 35,566 42,105 44,778 41,490 44,778 37,418 36,948 37.013 37,835
6 Nonfinancial companiest .. (..., ..., 53,836 47,437 46,161 70,558 86,952 84,169 86,952 88,528 85,283 81,529 77,436
Bankers dollar acceptances (not seasonally adjusted)’
TTotal. ............... ..o 69,226 79,543 78,309 77,121 68,1157 67,8% 68,1157 68,314 67,188 66,8827 66,235
Holder
8 Accepting banks ... 10,857 10,910 9,358 9,812" 11,174 11,027 11,174 11,145 12,3317 13,0617 12,287
9 Ownbills.... . .. . .. 9,743 9,471 8,128 8,6217 9.,448" 8,903 9,448 9.,407" 10,1057 10,722 10,261
10 Billsbought .......... ... ... 1,118 1,439 1,230 1,191 1,726 2,123 1,726 1,738 2,225 2,339 2,026
Federal Reserve Banks
11 Ownaccount ..........co oo, 195 1,480 418 0 0 0 0 [ 0 0 0
12 Foreign correspondents 1,442 949 729 671 937 874 937 898 874 877 746
130thers ... ... 56,731 66,204 67,807 66,639 56,004 55,99 56,004 56,271 53,9847 $2.,944 53,202
Buasis
14 Imports into United States .. .. 14,765 17,683 15,649 17,560 15,147 15,845 15,1477 14,820 14,806 13,595¢ 14,464
15 Exports from United States ... 15,400 16,328 16,880 15.859 13,204 13,030 13,204 12,951 13,115 13,4107 13,473
16 Allother .................. ... ... 39,060 45,531 45,781 43,702 39,76¥ 39,015 39,763 40,543 39,268 39,878 38,299

Eftective Dec. 1, 1982, there was a break in the commercial paper series, The
key changes in the content of the data involved additions to the reporting panel,
the exclusion of broker or dealer placed borrowings under any master note
agreements from the reported data, and the reclassification of a large portion of
bank-related paper from dealer—pldged 1o directly placed.

2. Correction of a previous misclassification of paper by a reporter has created
a break in the series beginning December 1983. The correction adds some paper to
nonfinancial and to dealer-placed financial paper.

3. Institutions engaged primarily in activities such as, but not limited to,
commercial, savings, and mortgage banking; sales, personal, and mortgage
financing; faalormg, finance leasing. and other business lending; insurance
underwniting; and other investment activities.

4. Inciudes all financial company paper sold by dealers in the open market,

5. As reported by financial companies that place their paper directly with
investors,

6. Includes public utilities and firms engaged primarily in such activities as
communications, construction, manufacturing, mining, wholesale and retail trade,
transportation, and services.

7. Beginning October 1984, the number of respondents in the bankers accept-
ance survey were reduced from 340 10 160 institutions—those with $50 million or

more in total acceptances. The new reporting group accounts for over 95 percent
of total acceptances activity.

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
1984—Mar. 19 11.50  [1985—Jan. 15 H).50 10.50
Apr. S 12.00 May 20.. 10.00 10.31
May 8. 12.50 June 18 9.50 9.78
June 25 .. 13,00 9.50
Sepl.27. .. 12.75 1986—Mar. 7............. 9.00 9.50
Oct. 17... 12.50 Apr.21 ... 8.50 9.50
29, 12.00 9.50
Nov. 9.. 11.75 9.50
28 .. 11.25 9.50

Dec. 20 10.75

9.50
9.50
2.10
8.83
8.50

NoTe. These data also appear in the Board's H.15 (519) release. For address,
see inside front cover.
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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.

1986 1986, week ending
Instrument 1983 1984 1985
Feb. Mar. Apr. May May 2 | May 9 | May 16 | May 23 | May 30
MONEY MARKET RaTES
I Federal funds!2.............. 9.09 10,22 8.10 7.86 7.48 6.99 6.85 6.88 6.87 6.82 6.87 6.85
2 Discount window borrowing!:23. .. 8.50 8.80 7.69 7.50 7.10 6.83 6.50 6.50 6.50 6.50 6.50 6.50
Commercial paperé-3
3 l-month 8.87 10.05 7.94 7.70 7.30 6.75 6.72 6.67 6.66 6.73 6.76 6.75
4  3-month 8.88 10.10 7.95 7.63 7.20 6.60 6.62 6.55 6.53 6.61 6.70 6.69
5 6-month 8.89 10.16 8.01 7.54 7.08 6.47 6.53 6.44 6.42 6.52 6.63 6.61
Finance paper, directly placed*’
6 1-month 8.80 9.97 791 7.68 7.24 6.69 6.73 6.67 6.70 6.77 6.69 6.77
7 3-month 8.70 9.73 177 7.47 7.15 6.49 6.46 6.29 6.39 6.43 6.50 6.57
8 6-month 8.69 9.65 7.75 7.40 7.10 6.44 6.33 6.22 6.28 6.27 6.38 6.45
Bankers acceptances$$
9 3month.......................... 8.90 10.14 7.92 7.54 7.09 6.48 6.54 6.46 6.39 6.57 6.63 6.61
10 6émonth........................... 8.91 10.19 7.96 7.41 6.94 6.36 6.45 6.36 6.29 6.48 6.56 6.54
Certificates of deposit, secondary market”
1 temonth................. ... 8.96 10.17 7.97 7.69 7.33 6.74 6.68 6.63 6.60 6.70 6.76 6.72
12 3-month.. 9.07 10.37 8.05 7.69 7.24 6.60 6.65 6.56 6.53 6.64 6.75 6.71
13 6month..................... 9.27 10.68 8.25 7.70 7.23 6.57 6.64 6.54 6.50 6.65 6.75 6.71
14 Eurodollar deposits, 3-month® ......... 9.56 10.73 8.28 7.89 7.42 6.80 6.86 6.78 6.74 6.79 6.98 6.91
U.S. Treasury bills?
Secondary market®
15 .. 8.61 5.52 7.48 7.06 6.56 6.06 6.15 6.11 6.05 14 6.20 6.24
16 8.73 9.76 7.65 7.1 6.57 6.08 6.19 6.15 6.08 6.15 6.25 6.32
17 8.80 9.92 7.81 7.1 6.59 6.06 6.25 6.17 6.10 6.24 6.33 6.37
18 8.52 9.57 7.47 7.03 6.59 6.06 6.12 6.08 6.07 6.07 6.22 6.15
19 8.76 9.80 7.64 7.08 6.60 6.07 6.16 6.14 6.09 6.10 6.28 6.2}
20 8.86 9.91 7.83 7.19 6.61 5.94 6.17 n.a. n.a. 6.17 n.a. n.a.
CaPITAL MARKET RATES
U.S. Treasury notes and bonds!!
Constant maturities!2
21 lyear. ... 9.57 10.89 8.43 7.61 7.03 6.44 6.65 6.56 6.49 6.65 6.74 6.79
22 2-year 10.21 11.65 9.27 7.97 7.21 6.70 7.07 6.85 6.82 7.09 7.22 7.26
23 3-year 10.45 11.89 9.64 8.10 7.30 6.86 7.27 7.07 6.98 7.28 7.45 7.47
24 S-year 10.80 12.24 10.13 8.34 7.46 7.05 71.52 7.21 7.19 7.58 7.78 7.70
25 7-year. 11.02 12.40 10.51 8.58 7.67 7.16 7.65 7.31 7.34 7.7 7.87 7.86
26 10-year 1t.10 12.44 10.62 8.70 7.78 7.30 7.7 7.44 7.44 7.758 7.90 7.88
27 20-year 11.34 12.48 10.97 9.08 8.09 7.50 7.81 7.62 7.66 7.92 7.95 7.75
28 30-year 11.18 12.39 10.79 8.93 7.96 7.39 7.52 7.52 7.45 7.48 7.56 7.57
Composite!3
29 Over 10 years (long-term) ......... 10.84 11.99 10.75 5.07 8.13 7.59 8.02 7.77 1.77 8.05 8.2t 8.19
State and local notes and bonds
Moody’s series!4
30 Aaa. . ..o 8.80 9.61 8.60 7.26 6.73 6.81 7.22 7.00 7.10 7.20 7.50 7.30
3t Baa..................... 10.17 10.38 9.58 8.30 7.58 7.45 7.84 7.60 7.70 7.90 8.10 7.90
32 Bond Buyer series!S 9.51 10.10 91 7.44 7.08 7.20 7.54 7.33 7.36 7.53 7.78 7.70
Corporate bonds
Seasoned issues'®
33 Allindustries .................... 12.78 13.49 12.05 10.40 9.79 9.51 9.69 9.58 9.57 9.71 9.77 9.75
34 Aaa 12.04 12.71 11.37 9.67 9.00 8.79 9.09 8.97 8.98 9.12 9.17 9.14
35 Aa. .. 12.42 13.31 11.82 10.13 9.49 9.21 9.43 9.3] 9.32 9.43 9.51 9.50
36 A ... 13.10 13.74 12.28 10.67 10.15 9.83 9.94 9.82 9.82 9.97 10.02 9.99
37 Baa 13.55 14.19 12.72 11.1¢ 10.50 10.19 10.29 10.20 10.16 10.29 10.37 10.37
38  A-rated, recently-offered utility
bonds!? ... ... 12.73 13.81 12.06 10.20 9.41 9.26 9.50 9.41 9.42 9.53 9.57 9.60
MEeMo: Dividend/price ratio!?
39 Preferred stocks................ ... 11.02 11.59 10.49 9.62 9.13 8.97 9.00 9.00 8.98 9.00 9.09 8.93
40 Commonstocks.................... 4.40 4.64 4.25 37 3.50 3.43 3.42 3.47 3.46 3.44 3.47 332

1. Weekly and monthly figures are averages of all calendar days, where the
rate for a weekend or holiday 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 averages for statement week ending Wednesday.

3. Rate for the Federal Reserve Bank of New York.

4. Unweighted average of offering rates quoted by at least five dealers (in the
case of commercial paper), or finance companies (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.

5. Yields are quoted on a bank-discount basis, rather than an investment yield
basis (which would give a higher figure).

6. Dealer closing offered rates %or top-rated banks. Most representative rate
{which may be, but need not be, the average of the rates quoted by the dealers).
h Zi Unweighted average of offered rates quoted by at least five dealers early in
the day.

8. Calendar week average. For indication purposes only.

9. Unweighted average of closing bid rates quoted by at least five dealers.

10. Rates are recorded in the week in which bills are issued. Beginning with the
Treasury bill auction held on Apr. 18. 1983, bidders were required to state the
percentage yield (on a bank discount basis) that they would accept to two decimal

places. Thus, average issuing rates in bill auctions will be reported using two
rather than three decimal places.

11. Yields are based on closing bid prices quoted by at least five dealers.

12. 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.

13. Averages (to maturity or call) for all outstanding bonds neither due nor
caliable in less than 10 years, including one very low yielding ‘*flower’* bond.

14. General obligations based on Thursday figures; Moody’s Investors Service.

15. General obligations only, with 20 years to maturity, 1ssued by 20 state and
local governmental units of mixed quality. Based on figures for Thursday.

16. Daily figures from Moody's Investors Service. Based on yields to maturity
on selected long-term bonds.

17. Compilation of the Federal Reserve. This series is an estimate of the yield
on recently-offered, A-rated utility bonds with a 30-year maturity and 5 years of
call protection. Weekly data are based on Friday quotations.

18. Siandard and Poor's corporate series. Preferred stock ratio based on a
sample of ten issues: four public utilities, four industrials, one financial, and one
transportation. Common stock ratios on the 500 stocks in the price index.

NoTEe. These daia aiso appear in the Board’s H.15 (519) and G.13 (415) releases.
For address, see inside front cover.



Financial Markets A25
1.36 STOCK MARKET Selected Statistics
1985 1986
Indicator 1983 1984 1985
Sept. | Oct. | Nov. | Dec. | Jan. Feb. Mar, Apr. May
Prices and trading (averages of daily figures)
Common stock prices
] New York Stock Exchange
(Dec, 31,1965 = S0)........... 92,631 92,46 108.09| 106.62{ 107.57| 113.93| 119.33( 120.16 126.43| 133.97| 137.25 | 137.37
2 Industrial . ... 107.45| 108.01} 123,791 122.35| 123.65| 130,53 136.77| 137.13| 144,03 152.75| 157.35| 158,59
3 Transportation. 89.36| 85.63f 104.11| 104.961 103.72| 108,61 [ 113.52| 115,721 124.18] 128.66| 125.92 | 122.21
4 Utility ........ 47.001 46,441 56.75; 5593} 5584} 59.07| 61.69| 62.46 65,18 68.06| 69.35 68.65
5 Finance 95.34 | 89.28) 114.21( (1021} 112.361 122.83 | 128.86( 132.36( 142.13( 153.94| 154.83 { 151.28
6 Standard & Poor's Corporation (1941-43 = 10! ... | 160.41{ 160.50| 186.84} 184,06 186.18 | 197.45| 207.26| 208.19} 219.37 232331 237.97 ] 238.46
7 American Stock Exchange?
(Aug. 31,1973 = 50). ..............o L 216.48 | 207.96| 229.10] 226,27 | 225.00| 236.53| 243.28 245.27| 246.09 26491} 270.59 | 274.22
Volume of trading (thousands of shares)
8 New York Stock Exchange...... 109,191 1 97,910 (110,569 | 122,263 | 133,446 130,872 152,590 160,755 146,330 | 127,624
9 American Stock Exchange .. 8,355 7,057 7.648| 9,183 11,890} 11,105 14,057] 15902 13,503 | 11,870
Customer financing (end-of-period balances, in millions of dollars)
10 Margin credit at broker—dealers® ... ... ... ... 23,0006 | 22,470 | 28,390 | 25,330 26,350 26,400 | 28,390 | 26,8101 27,450| 29,0901 30,760 | 32,370
Free credit balances at brokers?
11 Margin-account® ... ... o 1,755 27151 1,745] 1,715| 2,080| 2,715{ 2,645 2,545 2,718 3,065 2,405
12 Cash-account ........ ... ... .. oo 8,430 | 10,215 12,840 | 10,080 9,630| 10,340 | 12,840 11,695 12,355 13,920 14,340 12,970
Margin-account debt at brokers {percentage distribution, end of period)
IB3TOMR) ..o 100.0) 100.0) 160.0] 100.0] 100.0) 1000 100.0] 1000 100.0 106.0 100.0 100.0
By equity class {in percent)
14 Underd0... .. ... 22.0 18.0 34.0 40.0 37.0 35.0 34.0 320 28.0 29.0 29.0 30.0
1540-49. . ... i 2.0 18.0 20.0 2.0 2.0 20.0 20.0 21.0 19.0 19.0 20.0 19.0
16 50-59 160 160[ 190 160]{ 17.0| 190] 90| 190 21.0 220 200 2.0
17 60-69 9.0 9.0 1.0 9.0 10.0 11.0 110 1.0 13.0 13.0 13.0 12,0
18 70-79 ... .. 6.0 5.0 8.0 6.0 7.0 7.0 8.0 8.0 9.0 8.0 9.0 8.0
19 BO OF INOTE « o' vttt i 6.0 6.0 8.0 7.0 7.0 8.0 8.0 9.0 10.0 9.0 9.0 9.0
Special miscellaneous-account balances at brokers (end of period)
20 Total balances (millions of dollurs)? .. .......... ... 58,329 [ 75,840 99,310} 91,400 | 92,250 95,240 | 99,310 ] 99,290 104,228 | 103,450 | 105,790 | 109,620
Distribution by equity status (percent)
21 Netcredit status .. ... oo 63.0 59.0 58.0 59.0 58.0 57.0 58.0 59.0 60.0 61.0 59.0 58.0
Debt status, equity of
22 6D percent Or MOre ........coii e 2.0 290 310 3.0 1.0 2.0 31.0 310 kY] EIRY) 330 330
23 Less than 60 percent 9.0 1.0 11.0 10.0 11.0 1.0 1.0 8.0 8.0 8.0 8.0 9.0
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
24 Marginstocks ... o 70 80 65 55 65 50
25 Convertible bonds . e 50 60 50 50 50 50
26 Shortsales .. ... i 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 5 rail), 40 public utility (formerly 60), and 40
financial.

2. Beginning July S, 1983, the American Stock Exchange rebased its index
effectively cutting previous readings in half.

3. Beginning July 1983, under the revised Regulation T, margin credit at
broker-dealers includes credit extended against stocks, convertible bonds, stocks
acquired through exercise of subscription rights, corporate bonds, and govern-
ment securities. Separate reporting of data for margin stocks, convertible bonds,
and subscription issues was discontinued in April 1984, and margin credit at
broker-dealers became the total that is distributed by equity class and shown on
lines 17-22.

4, Free credit balances are in accounts with no unfulfilfed commitments to the
brokers and are subject to withdrawal by customers on demand.

S. New scries beginning June 1984.

6. Each customer's equity in his collateral (market value of collateral less net
debit balance) is expressed as a percentage of current collateral values.

7. 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
proceeds) occur.

8. Regulations G, T, and U of the Federal Reserve Board of Governors,
prescribed 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 INSTITUTIONS Selected Assets and Liabilities
Millions of dollars, end of period

1985 1986
Account 1983 1984
June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr.
FSLIC insured institutions
P Assets, . ..................... 819,168 | 978,514 | 1,012,312/ 1,022,410{ 1,034,979 | 1,042,065 1,049,727 1,061,529’ 1,069,723} 1,069,766’} 1,0°19,020/] 1,089,805 | 1,098,965
2 Mortgages. ..., 521,308 | 599,021 623,275| 627,311 633,107] 638,112) 644,392 647,384] 649,989/ 651,6501 652,508 653,534} 656,560
3 Mortgage-backed securnities....[ 90,902 { 108,219} 102,892] 105,869 108,417 113,333} 112,190¢] 110,8317] 111,077 112,280 113,9937 1159547 119,826
4 Cash and investment securitie 109,923 {135,640 132,109] 133,001 135050 131,582} 130,795 139,628 143,720 139,909 144,830 150,250"| 149,747
SOther.................. 74,086 | 91,516] 100,595| 101,281 101,688 | 101,467] 102,537 102,956'| 102,548 103,412 104,181 105881 107,072
6 Liabilities and net worth, ... ... 819,168 | 978,514 | 1,012,312] 1,022,410| 1,034,979 { 1,042,065 | 1,049,727| 1,061,52%| 1,069,72¥| 1,069,766} 1,079,020¢| 1,089,805 | 1,098,965
7 Savings capital. .............. 671,059 | 784,724 | 817,551 822,1051 826,841 { 831,274] 833,193 | 837,463 843,953:] 847,5591 852,339 862,134/ 862,336
8 Borrowed money .. 98,511 | 137,123 130,269 134,019; 139,507 144,982) 147,839 152,96671 157,166 151,0324 152,2511 155,322 161,290
9 FHLBB......... 57,253 | U9 75897y 77,7561 80,129 81,486 82,569 82,718 84,398 82,633} 82477 82,434 85,758
10 Other 41258 | 65,404 54,372 56,263 59,378 63,496 65,270 70,248  72,76%/ 5 69,714 72,8887 75,532
HOther....................... 16,619 | 18,746 22,055 23,252 25,199 21,865 24,2827 26,0401 21,981 24,091 26,613 23,630 25,876
12 Networth? . ................. 2,980 | 37,921 42,436 43,034 43,432 43,945 44,413 45,0617 46,8247 47,083 47,8187 48,718 49,462
13 MeMoO: Mortgage loan
commitments outstanding® . | 56,785 | 65,836 69,585 68,805 66,120 65.743 65,049 65,455 62,091 60,788 63,136 64,214 67,243
Savings banks*
14 Assets, . ..................... 193,535 [ 203,898 | 212,163 213,824| 215,298 | 215,560 215,893 | 216,793 | 216,77¢’| 216,673 218,119 221,256 3
97,356 | 102,895| 105,891] 106,441] 107,322 108,842 109,171] 109,494 | 110,371| 108,973| 109,702 | 110,271
19,929 1 24,9541 29,2111 30,339 30,195| 29,672 299%7{ 31,217 30,8761 31,752} 32,50t 34,873
Securities
17 U.S.government........... 15,360 | 14,643 14,074 13,960 13,868 13,686 13,734 13,434 13,1111 12,568 12,474 12,313
18 Mortgage-backed securities .. .| 18,205 { 19,215 19,160  19,779] 20,101 20,368} 20,012 19,828 19,4811 21,3721 21,525 21,593
19 State and local government...| 2,177 077 2,093 2,086 2,108 2,107 2,163 2,148 2,323 2,298 s 2,306
20 Corporate and other’ ... ... 25375 | 23,747 24,047{ 23,738 23,735{ 23534} 23,039 22816 21, 20,8281 20,707 20,403 n.a
21 Cash ...l .. 6,263 4,954 4,935 4,544 4,821 4,916 4,893 4,771 6,225 5,645 5,646 5,845
22 Otherassets. ................ 9670 | 11,413 12,770 12,937 13,151 12,345 12,914 13,085 13,1137 13,237 13,267 13,652
23 Liabilities ................... 193,535 1 203,898 | 212,163[ 213,824| 215,298 215,560 215,893} 216,793 216,77¢’| 216,673 | 218,119 221,256
24 Deposity . 172,665 | 180,616 186,091 186,824] 187,207 | 187,722 187,239 187,552 185,972 186,321 186,777 | 188,960
25 Regular® ....... ... 170,135 | 177,418] 182,218 182,881 183,222 183,560 183,296 [83,716( 181,921 | 182,3%9{ 182,890| 184,704
26 Ordinary savings . 38,554 | 33,739 33,526 33,495 33,398 33,252 33,303 33,638 33,0181 32,365 32,693 33,021
27 Time ......... 95,129 | 104,732] 104,756 104,737] 104,448 | 104,668] 104,024 104,116 103.31]:1 104,436 104,588 | 105,562
28 Other. ... 2,530 3,198 3,873 3,943 3,985 4,162 3,943 3,836 4,051 3,922 3,887 4,256
29 Other liabilities Lo 10,154 | 12,504 14,348 15,137 15,971 15,546 15,996 16,309 174147 17,086 17,793 18,412
30 General reserve accounts .. ... 10,368 | 10,510 11,238 11,453 11,704 11,882 12,299 12,567 12,8237 12,925 13,211 13,548
Life insurance companies®
30 Assets. . ... 654,948 | 722,979 | 765,891| 772,452 778,293 783,828 791,483 | 802,024 | 816,203 | 824,850 834,492 y
Securities
32 Government............... 50,752 | 63,899 68,636 68,983 69,975 71,095 72,334 73,451 77,230 77,966 78,733
3 United States® , . 28,636 | 42,204 46,260 46,514 47,343 48,181 49,300 50,321 53,559 53,979 55,019
34 State and local. .. 9, 8,713 9, 8,980 9,20t 9,293 9,475 9,615 10,086 10,373 10,027
as Foreign? ...... 12,130 | 12,982 13,332 13,486 13,431 13,621 13,559 13,515 13,585 13,614 13,687
36 Business ... 322,854 | 359,333 | 38B.448| 393,386 397,202 399,474| 403,832 410,141 414,424 420,835( 429,090 na. n.a
37 Bonds . 257,986 | 295,998 | 317,029] 321,752| 3256471 329,133| 331,675 3351291 337,205| 343,003 347,122
k:.] Stocks . 868 1 63,335 71,419, 71,634 71,555 70,341 72,157 75,012 77,219 77,832 81,968
39 Mortgages. . 150,999 1 156,699 16],485 162,690 163,027 163,9291 165,687 | 167,306 | 170,460 | 171,275 171,708
40 Real estate ... 22,234 | 25,767 27,8311 28,240 28,450 28,47 28,637 84 X 28,709 ,069
41 Policy loans 54,063 | 54,505 54,3201 54,300 54,238 54,225 54,142 54,121 54,200 54,187 54,164
42 Other assets....... 54,046 | 63,776 65,171 64,853 65,401 66,629 57,313 68,161 71,227 X 56,237
Credit unions?
43 Total wsets/tiabilities and capital . | 81,961 | 93,036 106,783 107,991 H1,150| 113,016] 114,783 | 117,029 118,010 | 118,933 122,623 | 126,653
44 Federal ................... 54,482 | 63,208 72,021 72,932 74,869 75,567 76,415 77,829 71,861 78,619 80,024 82,275
45 State ...l 27,479 | 29,831 34,762 35,059 36,281 37,449 38,368 39,200 40,149 40,314 42,599 44,378
46 Loans outstanding . 50,083 | 62,561 66,817 67,662 69,171 70,765 71,811 72,404 73,513 73,513 74,207 75,300
47  Federal .. .. 32,930 | 42,337 44,707 44,963 46,036 46,702 47,065 47,538 47,933 48,055 48,059 48,633 n.a
48 State .... 17,153 | 20,224 22,1101 22,699 23,135 24,063 24,746 24,866| 25580 25,438] 26,148 26,667
49 Savings . ........ A 74739 | 84,348 96,702 98,026 99,834 | 101,318] 103,677| 105,384 105,963 | 107,238) 110,541 114,579
50 Federal (shares)............ 49,889 | 57,539 66,243 67,070 68,087 68,592 70,0631 71,117 70,926 72,166] 73,227} 75,698
51 State (shares and deposits) . | 24,850 | 26,8P 30,459 30,956 31,747 32,726 33,614 34,267 35,037 35,0712 37,314 38,881
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NOTES TO TABLE 1.37

1. Holdings of stock of the Federal Home Loan Banks are in *‘other assets.”

2. Includes net undistributed income accrued by most associations.

3. As of July 1985, data include foans in process.

4, The National Council reports data on member mutual savings banks and on
savings banks that have converted to stock institutions, and to federal savings
banks.

S. Excludes checking, club, and school accounts.

6. Direct and guaranteed obligations. Excludes federal agency issues not
guaranteed, which are shown in the table under **Business’ securities.

7. Issues of foreign governments and their subdivisions and bonds of the
International Bank for Reconstruction and Development.

8. Data for December 1984 through April 1985 have been revised.

9. As of June 1982, data include federally chartered or federally insured, state-
chartered credit unions serving natural persons. Before that date, data were
estimates of all credit unions.

NOTE. FSLIC-insured institutions: Estimates by the FHLBB for all associa-
tions in the United States. Data are based on monthly reports of federally insured
associations. Even when revised, data for current and preceding year are subject
to further revision.

Savings banks: Estimates of National Council of Savings Institutions for all
savings banks in the United States.

Life insurance companies: Estimates of the American Council of Life Insurance
for all fife insurance companies in the United States, Annual figures are annuai-
statement asset values, with bonds carried on an amortized basis and stocks at
year-end market value. Adjustments for interest due and accrued and for
differences 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

roup of federal and federally insured state credit unions serving natural persons.
igures are preliminary and revised annually to incorporate recent data.
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1.33 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of doliars

Calendar year
Fiscal Fiscal Fiscal
Type of account or operation year year year
1983 1984 1985 1983 1986
Dec. Jan. Feb. Mar, Apr. May
U.S. budget!
1 Receipts, total ........... 600,562 666,457 733,996 68,193 76,710 53,370 49,557 91,438 46,246
2 On-budget ... n.a. n.a. n.a. 52,884 57,465 38,417 32,203 69,130 30,004
3 Off-budget .................... n.a. n.a. n.a. 15,309 19,245 14,953 17,355 22,308 16,242
4 OQutlays, total .................... 808,273 851,7% 945,927 82,849 83,201 77,950 9,700 81,510 85,642
5 On-budget ...................... n.a. n.a. n.a. 71,579 68,146 61,963 63,660 67,276 69,611
6 Off-budget ...................... n.a. n.a. n.a. 11,270 15,055 15,987 16,040 14,234 16,031
7 Surplus, or deficit (=), total ......... -207,711] -185,339 | ~-211,931 - 14,656 —6,492 —24,580 -30,142 9,928 -39,3%
8 On-budget ...................... .. n.a. n.a, n.a. —18,695 —10,682 —23,546 —31,457 1,854 —39,607
9 Off-budget .................... ... n.a. n.a. n.a, 4,039 4,190 -1,034 1,315 8,074 21
Source of financing (total)
10 Borrowing from the public ............ 212,424 170,817 197,269 33,261 12,660 16,010 8,441 14,213 17,960
11 Cash and monetary assets (decrease, or

increase (=)%... ... ... —~9,889 5,636 10,673 —-21,020 ~9,503 12,969 14,093 ~22,542 22,774

120 Other® ..o 5,176 8,885 3,989 2,415 3,334 —4,400 7,608 -1,599 -1,338

Memo .
13 Treasury operating balance (level, end of

A0A) . e 37,057 22,345 17,060 30,935 40,215 26,326 12,246 34,417 12,808

14  Federal Reserve Banks 16,557 3,791 4,174 9,351 16,228 5,026 3,280 11,550 3,083
15  Tax and loan accounts ................ 20,500 18,553 12,886 21,584 23,987 , 8,966 22,867 9,725
1. In accordance with the Balanced Budget and Emergency Deficit Control Act 3. Includes accruefl interest payable to the public; allocations of special
of 1985, all former off-budgel entries are now presented on-budget. The Federal drawing rights; deposit funds; miscell liability (including checks outstand-

Financing Bank (FFB) activities are now shown as seﬁaratc accounts under the

agencies that use the FFB to finance their programs. T

e act has also moved two

social security trust funds (Federal old-age survivors insurance and Federal

disability insurance trust funds) off-budget.

2. Includes U.S. Treasury operating cash accounts; SDRs; reserve position on
the U.S. quota in the IMF: [oans to International Monetary Fund; and other cash

and monetary assets,

ing) and assct accounts; seigniorage; increment on
currency valuation adjustment; net gain/loss for IM

profit on the sale of gold.

Sourck. “*Monthl

Treasury Statement of Recej
Government,’’ and the **Daily Treasury Statement.

#

ipts and Outlays of the U.S,

old; net gainfloss for U.S.
valuation adjustment; and
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1.39 U.S. BUDGET RECEIPTS AND OUTLAYS
Millions of dollars
Calendar year
Fiscal Fiscal
Source or type year year
1984 1985 1984 1985 1986
HI H2 H! H2 Mar, Apr. May
RECEIPTS
1 Allsources. . ...............cc....vvinn 666,457 733,996 341,808 341,392 380,618 364,790 49,557 91,438 46,246
2 Individual income taxes, net............. 295,960 330,918 144,691 157,229 166,783 169,987 12,572 45,120 9,820
3 Withheld................. ... 279,350 298,941 140,657 145,210 149,288 155,725 25,141 21,905 28,564
4  Presidential Election Ca Fund ... 35 35 29 5 19 6 8 10 7
S Nonwithheld. . . . 81,346 97,685 61,463 19,403 76,155 22,295 3482 42,555 3,796
6 Refunds..................ccoiiiiine 64,770 65,743 57,458 7,387 58,684 8,038 X 19,350 22,546
Corporation income taxes
7 Grossreceipts .............iiiinonn 74,179 77,413 40,328 35,190 42,193 36,528 10,714 11,192 2,813
8 Refunds e 17,286 16,082 10,045 6,847 8,370 7,751 2,601 2,476 1,365
9 Social insurance taxes and contributions
MEL oo e s 241,902 268,805 131,372 118,690 144,598 128,017 22,785 31,756 28,745
10 Employment taxes and
contributions'........... .. ... 212,180 238,288 114,102 105,624 126,038 116,276 22,229 28,391 20,844
il Self-employment taxes and
contributions?. .. ........... . ... 8,709 10,468 7,667 1,086 9,482 985 643 6,510 643
12 Unemployment insurance . . 25,138 25,758 14,942 10,706 16,213 9,281 190 i 7,461
13 Other netreceipts’ ................... 4,580 4,759 2,329 . 2,350 2,458 366 366 440
14 EXCISE 1aXES .. ..o e 37,361 35,865 18,304 18,961 17,259 18,470 2,531 2,512 2,669
15 Customs deposits . e 11,370 12,079 5.576 6,329 5,807 6,354 1,036 1,087 040
16 Estate and gift taxes. .. e 6,010 6,422 3,102 3,029 3,204 3,323 533 680 686
17 Miscelianeous receipts? ................. 16,965 18,576 8,481 8,812 9,144 9,861 1,989 1,568 1,838
OUTLAYS
18 ATEYPES ..ot 851,781 946,323 420,700 46,9447 463,842 488,740 79,700 81,510 85,642
19 National defense ..................... .. 227,413 252,748 114,639 118,286 124,186 134,675 24,002 22,842 23,765
20 International affairs.................. . 15,876 16,176 5,426 8.550 6,675 8,367 1,676 732 1,654
2! General science, space, and technology . . . 8,317 8,627 3,984 4,473 4,230 4,727 549 761 737
22 BRCTRY . oo iveenneraiaie e 7,086 5,685 1,080 1,423 680 3,308 967 358 157
23 Natural resources and environment. . ..... 12,593 13,357 5,463 7.370 5,892 7,553 838 1,130 1,007
24 Agriculture 13,613 25,565 7,129 8,524 11,708 15,412 1,207 3,489 3,008
25 Commerce and housing credit ........... 6,917 4,229 2,512 2,663 -260 644 -319 604 43
26 Transportation . 23,669 25,838 10,616 13,673 11,440 15,360 1,963 2,271 2,201
27 Community and regional development . ... 7,673 7,680 3,154 4,836 3,408 A 615 638 599
28 Education, training, employment, social
SETVICES ..ot ve i 27,579 29,342 13,445 13,737 14,149 14,481 2,377 2,440 2,287
29 Health..................... 30,417 33,542 15,551 15,692 16,945 17,237 2,385 3,205 3,021
30 Social security and medicare . 235,764 254,446 119,420 119,613 128,354 129,037 22,009 22,234 22,253
31 Income secunty. ... ... 112,668 128,200 58,684 61,558 65,246 59,457 10,409 11,113 A
32 Veterans benefits and services ., ......... 25,614 26,352 12,849 13,317 11,956 14,527 1,080 2,340 3,455
33 Administration of justice ... 5,660 6,277 2,807 2,992 3,016 3212 S1t 546 533
34 General government ............ 5,083 5,228 2,462 2,552 2,857 3,634 1,165 —~48 576
35 Genera!-pur;mse fiscal assistance. 6,768 6,353 2,943 3,458 2,659 3,391 61 885 —142
36 Netinterest®, ... .............. o 111,058 129,436 54,748 61,293 65,143 67,448 10,668 10,359 11,766
37 Undistributed offsetting receiptst......... -31,957 —32,759 ~-16,270 ~17,061 —14,436 -17,953 ~2,464 —4,387 ~2,437

1. Old-age, disability, and hospital insurance, and railroad retirement accounts.

2. Old-age, disability, and hospital insurance. o ) )
3. Federal employee retirement contributions and civil service retirement and

disability fund.

4. Deposits of earnings by Federal Reserve Banks and other miscellaneous

receipts.

5. Net interest function includes interest received by trust funds.
6. Consists of rents and royalties on the outer continental shelf and U.S.
government contributions for employee retirement.

SoURce. “‘Monthly Treasury Statement of Receipts and Outlays of the U.S.
Government,'" and the Budget of the U.S. Government, Fiscal Year 1987.
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1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars

1983 1984 1985
ltem
Dec. 31 Mar. 31 June 30 Sept. 30 Dec. 31 Mar. 31 June 30 Sept. 30 Dec. 31
1 Federal debt outstanding ........................ 1,415.3 1,468.3 1,517.2 1,576.7 1,667.4 1,715.3 1,779.0 1,827.5 1,950.3
2 Public debt securities ... 1,410.7 1,463.7 1,512.7 1,572.3 1,663.0 1,710.7 1,774.6 1,823.1 1,945.9
3 Held by public. ... . 1,174.4 1.223.9 1,255.1 1,309.2 1,373.4 1,415.2 1,460.5 1,506.6 1,597.1
4  Held by agencies. ..o 236.3 239.8 257.6 263.1 289.6 295.5 3142 316.5 348.9
5 Agenc 3' SECUMLIES .\ ot 4.6 4.6 4.5 4.5 4.5 4.4 44 4.4 4.4
6 Held by public. . . 35 35 3.4 314 34 33 33 33 33
7 Held byagcncncs 1.1 11 i1 N 1.1 1.1 1.1 1.1 1.1
& Debt subject to statutory imit ............... ... 1,411.4 1,464.5 1,513.4 1,573.0 1,663.7 1,711.4 1,775.3 1,823.8 1,932.4
9 Public debt securities .............. ... L 1,410.4 1,463.1 1,512.1 1,571.7 1,662.4 1,710.1 1,774.0 1.822.5 1,931.1
10 Otherdebtt. .. ... i 1.3 1.3 I L. 1.3 1. 13 1.3 1.3
11 Memo: Statutory debt Jimit. ...l 1,490.0 1,490.0 1,520.0 1,573.0 1,823.8 1,823.8 1,823.8 1,823.8 2,078.7

1. Includes guaranteed debt of government agencies,
certificates, notes to international lending organizations, an
stadium bonds.

Cr'sevslﬁt:d participation
District of Columbia

Notve. Data from Treasury Bulletin and Daily Treasury Statement (U.S.

Treasury Department).

1.41 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership
Billions of dollars, end of period
1985
Type and holder 1981 1982 1983 1984
Q Q2 Q3 Q4
| Total gross publicdebt. . ........... ... ... i 1,028.7 1,197.1 1,410.7 1,663.0 1,710.7 1,774.6 1,823.4 1,945.9
By type
2 lmeresl bearing debt .............. ... oo 1,027.3 1,195.5 1,400.9 1,660.6 1,695.2 1,759.8 1,821.0 1,943.4
3 Marketable ......... 720.3 881.5 1,050.9 1,247.4 1,271.7 1,310.7 1,360.2 1,437.7
4 Bills....... 245.0 311.8 3438 374.4 379.5 381.9 384.2 399.9
5 Notes . 375.3 465.0 573.4 705.1 713.8 740.9 776.4 812.5
6 Bonds........ 9.9 104.6 133.7 167.9 178.4 187.9 199.5 2111
7 Nonmarketable! 307.0 314.0 350.0 413.2 423.6 449.1 460.8 505.7
8  State and local government series 23.0 25.7 36.7 44,4 4.7 539 62.8 87.5
9  Foreignissues?............... 19.0 14.7 10.4 9.1 9.1 8.3 6.6 7.5
10 Government. 14.9 3.0 10.4 9.1 9.1 8.3 6.6 7.5
1l Public.............. 4.1 1.7 .0 .0 .0 0 0 .0
12 Savings bonds and notes. 68.1 68.0 70.7 731 74.1 75.4 77.0 78.1
13 Government account series® ...................oiiiiiia... 196.7 205.4 2319 286.2 292.2 311.0 313.9 332.2
14 Non-interest-bearingdebt............... ... ... ... ... ... 1.4 1.6 9.8 23 15.5 14.8 2.1 2.5
By holder*
15 U.S. government agencies and trust funds ..., ....... ... ..., 203.3 209.4 236.3 289.6 295.5 314.2 316.5 348.9
16 Federal Reserve Banks................... 131.0 139.3 151.9 160.9 161.0 169.) 169.7 181.3
17 Private investors....... 694.5 848.4 1,022.6 1,212.5 1,254.1 1,292.0 1,338.2 1,431.3
18 Commercial banks . 114 131.4 188.8 183.4 195.0 196.3 196.9 192.2
19 Money market funds . 21.5 42.6 228 259 26.7 24.8 2.7 25.1
20 Insurance companies. 29.0 39.1 56.7 76.4 80.4 85.0 88.6 93.2
21 Other companies ........... S 17.9 24.5 39.7 50.1 50.8 50.7 54.9 62.0
22 State and local governments ... ... 104.3 127.8 155.4 179.4 189.7 198.9 n.a. n.a.
Individuals
yx) Savings bonds. .. .. 68.1 68.3 1.5 74.5 75.4 76.7 78.2 79.8
24 Other SECBrties ..........ovvivie .., 4.7 48.2 61.9 69.3 69.7 72.0 73.2 74.9
25  Foreign and international® ..................... 136.6 149.5 166.3 192.9 186.4 200.7 209.8 214.6
26 Other miscellaneous investors® ............ ... 163.0 217.0 259.8 360.6 380.0 386.9 n.a. n.a.

1. Includes (not shown separately): Securities issued to the Rural Electrifica-
tion Administration; depository bonds, retirement plan bonds, and individual
retirement bonds.

2. Nonmarketable dollar-denominated and foreign currency-denominated se-
ries held by foreigners.

3, Held almost entirely by U.S. government agencies and trust funds.

4. Data for Federal Reserve Banks and U.S. government agencies and trust
funds are actual holdings; data for other groups are Treasury estimates,

5. Consists of investments of foreign and international accounts. Excludes non-
interest-bearing notes issued to the International Monetary Fund,

6. Includes savings and loan associations, nonprofit institutions, credit unions,
mutual savings banks, corporate pension trust funds, dealers and brokers, certain
U.S. government deposit accounts, and U.S. government-sponsored agencies.

Sources. Data by type of security, U.S. Treasury Department, Monthily
SlaI;rmem of the Public Debr of the United States; data by holder. Treasury
Bulletin.
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1.42 U.S. GOVERNMENT SECURITIES DEALERS Transactions'
Par value; averages of daily figures, in millions of dollars
1986 1986 week ending Wednesday
Item 1983 1984 1945
Mar.” Apr. May | Apr. 23| Apr. 30| May 7 | May 14 | May 2! | May 28
Immediate delivery?
U.S. government securities............ 42,135 52,778 | 75,331 103,921 99,9521 91,765 95,363 92,0077 83,042 102,782 97,134| 75927
By maturity
2 Bills ............ ... 22,393 | 26,035| 32,900 36,266 36,3931 33,505 33,786| 29,789| 32,366| 37,537 37.591| 23,309
3 Other within { year. . 708 1,305 1,811 1,994 1,786 2,046 , 2,528 2,455 1,980 1,840 2,063
4 1-5 years......... 8,758 [ 11,733 | 18,3611 24,222( 22,637 23,303| 21,567| 24,805"{ 20,707] 21,350 26,875| 24,557
5 5-10 years. . S 5,279 7,606 12,7031 23,596 21,626 17.078( 209721 21,023 14,632 17,185 15,248 15,502
6 Over 10years.............co.ovennn 4,997 6,099 9,556 17,844 17,511 15,833 17.348] 13,862 12,881 24,7301 15,5797 10,497
By type of customer
7 U.S. government securities
dealers ............. ... 2,257 2,919 3.336 3,003 4,042 3,654 3,335 5,422 3,437 3,938 3,500 2,630
8 U.S. government securities
brokers ....... ... ..o 21,045 25,580 36,222 52,446 52,375 47,937 50,149 47,543 43,694 54,6461 51,840| 37,860
All others3. . .. 18,8331 24,2781 35,773 48,463 43,535 40,174; 41,880| 39.042/f 35911} 44,199 41,794 35437
10 Federal agency sccurities. 5,576 7,846 11,640 17,422 14,973 14,324 14,289 11,515 12,115 15,200f 16,467 12,571
Il Certificates of deposit. .. 4,333 4,947 4,016 4,483 4,870 4,069 42881 4,320 3,476 4,125 , 902
{2 Bankers acceptances. .. . 2,642 3,243 3,242 3,753 3,841 2,989 2,972 2,911 2,833 2,842 3,437 2,813
13 Commercial paper.................... 8,036 10,018 12,717 16,712 16,054 15,258 15,910 16,586 14,739 14,893 16,293) 15,114
Futures transactions?
14 Treasury bills.. ... 6,655 6,947 5,561 3,624 4,397 4,308 4,057 5,078 4,174 4,132 6,226 2,174
15 Treasury coupons ....... . 2,501 4,503 6,069 9,056 8.376 7,732 8,413 8,257 6,009 7,865 9,833 6,338
16 Federal agency securities.............. 265 262 240 6 51 9 36 41 19 49
Forward transactions’
17 U.S. government securities . ........... 1,493 1,364 1,283 1,743 1,287 1,526 1,449 1,260 2117 987 1,788 1,377
18  Federal agency securities.............. 1,646 2,843 3,857 7,172 8.148 6,180 8,090 6,910 5,666 6,630 7,767 5,030

1. Transactions are market purchases and sales of securities as reported to the
Federal Reserve Bank of New York by the U.S. government securities dealers on
its published list of primary dealers.

Averages for transactions are based on the number of trading days in the period.
The figures exclude allotments of, and exchanges for, new U.S. government
securities, redemptions of called or matured securities, purchases or sales of
securities under repurchase agreement, reverse repurchase (resale), or similar
cantracts.

2. Data for immediate transactions do nol include forward transactions.

3. Includes, among others, all other dealers and brokers in commodities and

securities, nondealer departments of commercial banks, foreign banking agencies,
and the Federal Reserve System,

4. Futures contracts are standardized agreements arranged on an organized
exchange in which parties commit to purchase or sell securities for delivery at a
future date.

S. Forward transactions are agreements arranged in the over-the-counter
markel in which securities are purchased (sold) for delivery after § business days
from the date of the transaction for government securities (Treasury bills, notes,
and bonds) or after 30 days for morigage-backed agency issues.
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1.43 U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing’

Averages of daily figures, in millions of dollars

1986 1986 week ending Wednesday
Item 1983 1984 1985
Mar Apr. May Apr. 30 | May7 May 14 | May 21 | May 28
Positions
Net immediate?
1 U.S, government securities.......... 14,082 5,429 7,391 10,799 18,320 9,618 14,247 10,448 10,456 7,437 10,720
2 Bills ............. 10,800 5,500 10,075 12,123 17,010 9,490 13,301 12,743 9,136 7,905 9,125
3 Other within | year. 921 63 1,050 961 5,834 6,280 5,814 5, 6,525 6,121 6,577
4 =S years......o.oooiiiiiiins 1,912 2,159 5,154 9,590 9,352 6,242 10,448 8,226 8,668 3,163 5,178
s S-10years. ... ......covinnn ~-78 1 -1,19 | -6,202 | ~10,339 | —10,195 | —9,344 | —10,654 | —11,874 [ —10,925 | -7,107 -7,825
6 Over 10 years. . ....ovovvevvennes 5281 1,174 | -2,686 | 3,536 | -3,681 —3,049 | -4,663 | —4,557 | ~2,949 [ —2,645 -2,335
7  Federal agency securities. 7.313 15,294 2,860 37,208 36,179 | 38,124 35,042 37,264 40,462 39,746 36,201
8  Certificates of deposit............... 5,838 7,369 9,192 10,608"{ 10,717 10,973 10,472 10,568 11,331 10,994 10,979
9 Bankers acceptances................ 3,332 3,874 4,586 5,776 5,537 5,460 4,867 5,757 6,070 5,089 4,915
10 Commercial paper.................. 3,159 3,788 5,570 8,678 8,148 7379 9,146 8,742 7,854 6,665 6,453
Futures positions
11 Treasury bills.................c0vs —4,125 | -4,525 | -7322 | ~-27,53%’} —-26,431 | ~19,214 | 23,431 | 21,458 } ~20,069 | —17,744 | ~18,243
12 Treasury COUPONS ... ...covvvrivns -1,033 1,794 4,465 5,293 2,70 2,656 2,5927 3,438 2,953 2,213 212
13 Federal agency securities. . .......... 171 233 -722 —247 ~-82 -70 -104 —44 —49 -64 -113
Forward positions
14 U.S. government securities.......... -1,936 —1,643 ~911 —2,988"| -1,888 -1,985 -1,923 -1,338 -1,478 -3,128 -~1,608
15 Federal agency securities, . .......... —3,561 | ~9,205 | —9,420 | ~12,151"| —11,547"] ~11,482 | -9,720/| —11,059 | —12,793 | —11,967 | —10,809
Financing?
Reverse repurchase agreemcnts‘
16  Overnight and continuing. . .......... 29,099 44,078 68,035 91,649 90,823 94,145 94,272 91,092 94,027 96,791 93,733
17  Term agreements........ 52,493 68,357 80,509 | 104,905 | 109,742 | 112,611 | 115,669 | 114,415 | 110,543 | 115,403 111,452
churchesc agreements®
18 vernight and continuing. ... 57,946 75,717 ¢ 101,410 | 138,072 | 141,918 | 140,171 § 141,617 | 138,654 | 141,377 | 139,947 | 138,711
19  Term agreements..................- 44,410 57,047 77,748 ,667 1 103,705 | 107,095 | 111,130 | 108,099 | 106,614 | 111,443 [ 105,526

1. Data for dealer positions and sources of financing are obtained from reports
submitted to the Federal Reserve Bank of New York by the U.S. government
securities dealers on its published list of primary dealers.

Data for positions are averages of daily figures, in terms of par value, based on
the number of trading days in the period. Positions are net amounts and are shown
on a commitment basis, Data for financing are in terms of actual amounts
borrowed or lent and are based on Wednesday figures.

2. Immediate positions are net amounts (in terms of par values) of securities
owned by nonbank dealer firms and dealer departments of commercial banks on a
commitment, that is, trade-date basis, including any such securities that have
been sold under agreements to repurchase (RPs). The maturities of some
repurchase agreements are sufficiently long, however, to suggest that the securi-

i hadd,

ties involved are not available for trading purposes. |
reverses to maturity, which are securities that were sold after having been
obtained under reverse repurchase agreements that mature on the same day as the
securities. Data for i diate posi do not include forward positi

3. Figures cover financing involving U.S. government and federal agency
securities, negotiable CDs, bankers and ial paper.

4. Includes all reverse repurchase agreements, including those that have been
arranged to make delivery on short sales and those for which the securities
obtained have been used as collateral on borrowings, that is, matched agreements,

Includes bof undertaken to finance positions and

. th r gr
**matched book'’ repurrchasc agreements.
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Qutstanding
Millions of dollars, end of period
1985 1986
Agency 1982 1983 1984
Nov. Dec. Jan. Feb. Mar. Apr.
1 Federal and federally sponsored agencies .................... 237,787 | 240,068 | 271,220 | 293,930 | 293,905 | 290,596"| 292,0437| 291,525 n.a.
2 Federa) agencies . ......... ..o 33,055 33,940 35,145 36,121 36,390 36,400 36,376 35,927 35,530
1 Defense Department! ., - 354 243 142 75 7 63 59 55
4  Export-Import Banku' .......... . 14,218 14,853 15,882 15.417 15.678 15,677 15,677 15,257 15,257
5 Federal Housing Administration®. .. .. .. e 288 194 133 115 115 113 109 108 114
6 Government National Mortgage Association
participation certificates’. . ................ ... 2,165 2,165 2,165 2,165 2,165 2,165 2,165 2,165 2,165
7 Postal Service® ... ........... . 1,471 1,404 1,337 1,940 1,940 1,940 1,940 1,940 1,940
8  Tennessee Valley Authority ... .. 14,365 14,970 15,435 16,335 16,347 16,365 16,348 16,324 15,925
9 United States Railway Association® .. .. 194 11 51 74 74 74 74 74 74
10 Federally sponsored agencies” .. ...................oovvunn. 204,732 | 206,128 [ 236,075 | 257,809 [ 257,515  254,1967 255,667/ 255,598 a.a.
11 Federal Home Loan Banks............ o . 55,967 48,930 65,085 73,840 74,447 73,201 73,2017 74,778 76,527
12 Federal Home Loan Mortgage Corporation. 4,524 6,793 10,270 11,016 11,926 13,044 13,695 12,963 n.a.
13 Federal National Mortgage Association . ... 70,052 74,594 83,720 94,576 93,896 92,658 93,179 92,414 92,401
14 Farm Credit Banks.................... o 3,004 72,816 71,193 69,933 68,851 600 66,1887 | 65,9307 65,188
15 Student Loan Marketing Association® .................... 2,293 3,402 5,745 8,444 8,395 8,693 9,4047 9,513 10,198
MEeMmo
16 Federsl Financing Bank debt® ... 126,424 | 135,791 145,217 154,226 | 153,373 153,709 153,418 | 153,455 153,508
Lending 1o federal and federally sponsored
agencies
17 Export-lmport Bank3.............. .. ... . . i 14,177 14,789 15,852 15,409 15,670 15,670 15,670 15,256 15,250
18 Postal Service® .................... .. 1,221 1,154 1,087 1,690 1,690 1,690 1,690 1,690 1,690
19 Student Loan Marketing Association . 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000
20 Tennessee Valley Authority ......... .. 12,640 13,245 13,710 14,610 14,622 14,690 14,673 14,649 14,250
21 United States Railway Association® . ....................... 194 1m St 74 4 74 74 4 74
Other Lending'?
22 Farmers Home Administration. . ........................... 53,261 55,266 58,971 64,189 64,234 64,354 63,774 63,464 63,829
23 Rural Electrification Administration . . .. 17,157 19,766 20,693 21,826 20,654 20,678 20,739 20,959 21,061
24 0ther......oooi i 22,7714 26,460 29,853 31,428 31,429 31,553 31,798 32,369 32,354

1. Consists of mortgages assumed by the Defense Department between 1957
and 1963 under family housing and homeowners assistance programs.

2. Includes participation certificates reciassified as debt beginning Oct. I, {976.

3. Off-budget Aug. 17, 1974, through Sept. 30, 1976; on-budget thereafter.

4, Consists of debentures issued in payment of Federal Housing Administration
insurance claims. Once issued, these securities may be sold privately on the
securities market.

5. Certificates of participation issued before fiscal 1969 by the Government
National Mortgage Association acting as trustee for the Farmers Home Adminis-
tration; Department of Health, Education, and Welfare; Department of Housing
and Urban Development; Small Business Administration; and the Veterans
Administration.

6. Off-budget.

7. Includes outstanding noncontingent liabilities: Notes, bonds, and deben-
tures. Some daia are estimated.

8. Before late 1981, the Association obtained financing through the Federal
Financing Bank.

9. The FFB, which began operations in 1974, is authorized to purchase or sell
obligations issued, sold, or guarapiced 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 10 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
particular agency being generally small, The Farmers Home Administration item
consists exclusively of agency assets, while the Rural Electrification Administra-
tion entry contains both agency assels and guaranteed loans.
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1.45 NEW SECURITY ISSUES State and Local Governments

Millions of dollars

T . X 1985 1986
ype of issue or issuer,
or use 1983 1984 1985
Sept. Oct, Nov. Dec. Jan. Feb. Mar Apr.
1 Al issues, new aund refunding!. ................... 86,421 | 106,641 | 214,189 | 13,345 20,780 | 32,144 | 57,430 1,572 3,255 7,636 11,914
Type of issuc
2 General obligation. ................ ..o 21,566 | 26,485 | 52,622 3,953 5,852 6,695 8,754 751 1,021 2,895 4,814
3 U.S. government loans? .. %6 16 14 0 0 0 0 0 0 n.a. n.a.
4 Revenue .............. .. ] 64,855 [ 80,156 | 161,567 9,392 14,928 | 25,449 | 48,676 821 2,234 4,741 709
U.S. government loans?. . ..................... 253 17 27 0 6 7 0 0 0 n.a. n.a.
Type of issuer
6 State ... SRR 7,140 9,129 | 13,004 1,501 1,337 1,648 2,146 296 255 n.a. n.a.
7 Special district and statutory authority . .. 51,297 | 63,550 | 134,363 7,580 12,374 | 21,563 | 39,147 579 1,715 n.a. n.a.
8 Nr\fnicipali\ics, counties, townships, school dist 27,984 1 33962 | 66,822 4,264 6,371 ) 21,5631 16,137 697 1,285 n.a. n.a.
9 Issues for new capital, total .. .................... 72,441 94,050 | 156,050 9,878 13,984 { 21,362 | 46,788 1,350 1,887 2,763 6,405
Use of proceeds
10 Education .. .. .oovvrvine i 8,099 7,553 | 16,658 1,317 1,518 1,954 3,91 370 422
11 Transportation........... .. 4,387 7.552 12,070 471 1,264 3,734 3,480 246 347 f
12 Utilities and conservation . 13,588 17,844 | 26,852 1,358 2,924 3,266 7,070 318 212 n.a. n.a.
13 Social welfare ........... 26,910 | 29,928 | 63,181 3,989 4,305 8,672 | 22,589 6 110
14 Industrial aid . .. 7,821 | 15415 | 12,892 735 1,507 2,029 3,583 0 190 l
IS Other purposes ... 11,637 | 15,758 | 24,398 2,009 2,466 1,707 6,165 413 606
1. Par amounts of fong-term issues based on date of sale. . Source. Public Securities Association.
2. Consists of tax-exempt issues guaranteed by the Farmers Home Administra-
tion.
1.46 NEW SECURITY ISSUES Corporations
Miltions of dollars
X N 1985 1986
Type of issue or issuer, 1983 1984 1985
Qr use
Sept. Oct. Nov Dec. Jan. Feb. Mar. Apr. ?
1 Alldssues! .. ... ... ... 120,299 | 132,531 201,501 11,304 11,595 13,568 19,429 16,9817 23,9017 30,378 32,563
2Bonds? ... 68,718 109,903 | 165,986 8,833 9,271 10,913 14,440 13,5817 19,439 24,887 27,169
Type of offering
3 1T 47,594 73,579 {19,789 8,833 9,271 10,913 14,440 13,581 19,439 24,857 27,169
4 Private placement .. ................. 21,126 36,326 46,195 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Industry group
5 Manufacturing ..., 00 17,001 24,607 52,278 2,079 1,953 4,072 2,704 4,596 3,950 8,895 7,919
6 Commercial and miscelianeous. 7,540 13,726 15,215 186 898 933 735 624 1,216 790 2,640
7 Transportation 3,833 4,694 5,743 177 348 125 187 633 n 340 614
8 Public utility. . ... 9,125 10,679 12,957 1,042 863 1,114 1,090 820 2,540 2,133 3,330
9 Communication 3,642 997 10,456 367 690 100 2,318 0 1,200 1,907 3,115
10 Real estate and financial ............. 21,577 53,199 69,337 4,982 4,519 4,569 7.407 6,908 10,1607 10,793 9,552
11 8tocks® . ... ... 51,579 22,628 35,515 2,471 2,324 2,655 4,989 3,400 4,462 5,521 5,394
Type
12 Preferred .. ... 7,213 4,118 6,505 653 782 908 570 975 1,160 551
BCommon................ooiviien.. 44,366 18,510 29.010 1,818 1,918 1,873 4,081 2,830 3,487 4,361 4,843
Industry group
14 Manufacturing ...................... 14,135 4,054 5,700 820 279 746 1,045 827 1,269 851 1,384
15 Commercial and miscellaneous. 13,112 6,277 9,149 507 403 596 1,220 683 434 607 898
16 Transportation.............. 2,729 589 1,544 107 113 21 200 78 302 355 158
17 Public utility .. 5,001 1,624 1,966 47 408 12 201 176 153 157 165
18 Communication .. 1,822 419 978 7 4] 5 146 231 282 [} 27
19 Reatl estate and fin 14,780 9.665 16,178 983 1,080 1,275 2,477 1,405 2,022 3,351 2,762

i. Figures, which reﬁresenl gross proceeds of issues maturing in more than one

year, sold for cash in t

e United States, are principal amount or number of units
multiplied by offering price. Excludes offerings of less than $100,000, secondary

offerings, undefined or exempted issues as defined in the Securities Act of 1933,

employee stock plans, investment companies other than closed-end, intracorpo-

rate transactions, and sales to foreigners.

2. Monthly data include only public offerings.

3. Beginning in August 1981, gross stock offerings include new equity volume

from swaps of debt for equity.

Sourcke. Securities and Exchange Commission and the Board of Goverpors of

the Federal Reserve System.
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Asset Position

Millions of dollars
1985 1986
Jtem 1984 1985
Sept. Oct, Nov. Dec. Jan Feb. Mar.” Apr.
INVESTMENT COMPANIES!

1 Salesof ownshares? ... ... .. ... ... ... 107,480 | 222,67t 16,936 22,099 20,585 23,560 32,466 27,489 33,764 37,656
2 Redemptions of own shares? . 77,032 132.440 9,963 10,653 11,138 18,337 15,836 11,860 15,085 21,699
3 ONEtSAles ... s 30.448 90,321 6,973 11,446 9,447 5,223 16,630 15,629 18,679 15,957
137,126 | 251,695 203,210| 218,720 237,410| 251,536 265,487 { 292,002 315,245 329,700
12,181 20,607 18,700 21,987 21,894 20,590 22,425 23,716 27,639 29,903
124,945 | 231,088 184,510 196,733 [ 215,516 230,946] 243,062 | 268,286 | 287,606| 299,797

1. Excluding money market funds.

2. Includes reinvestment of investment income dividends. Excludes reinvest-
ment of capital gains distributions and share issue of conversions from one fund to
another in the same group.

3, Excludes share redemption resulting from coaversions from one fund to
another in the same grm‘?x. .

4. Market value at end of period, less current liabilities.

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dolars; quarterly data are at seasonally adjusted annual rates.

5. Also includes all U.S. government securities and other short—term debt
securities.

NoTE. Investment Company Institute data based on reports of members, which
comprise substantially all open—end investment companies registered with the
Securities and Exchange Commission. Data reflect newly formed companies after
their initial offering of securities.

1984 1985 1986
Account 1983 1984 1985
Q2 Q3 Q4 Q! Q2 Q3 Q4 QI
1 Corporate profits with inventory valuation and

capital consumption adjustment ... ........... 2138 273.3 295.5 271.8 271.2 276.2 281.7 288.4 309.1 303.¢ 313.7
2 Profits before tax................. 205.0 237.6 2253 247.4 221.7 228.0 220.0 218.7 228.6 233.8 216.6
3 Profits tax liability. 75.2 93.6 85.0 100.6 87.4 87.4 83.4 82.3 87.4 87.1 79.7
4 Profits afier tax ... 129.8 144.0 140.2 146.7 140.3 140.6 136.6 136.4 141.1 146.7 137.0
s Dividends .......... 70.8 78.1 83.5 71.5 78.9 80.7 82.0 83.1 83.9 85.0 87.6
6 Undistributed profits, . ................. ... 59.0 65.9 56.7 69.2 61.3 60.0 54.6 533 57.3 61.7 49.4
7 Anventory valuation ............ R -9.9 -5.4 —-.6 ~5.6 -1.3 -1.6 7 2.2 4.7 -10.1 18.0
8 Capitul consumption adjustment ... 18.8 41.0 0.9 36.0 44.8 49.8 61.1 67.2 75.9 79.4 79.0

SOURCE. Survey of Current Business (Department of Commerce).
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1.49 NONFINANCIAL CORPORATIONS Assets and Liabilities

Billions of dollars, except for ratio

1984 1985
Account 1979 1980 1981 1982 1983
Q4 Qi Q Q Q4
1 Current as8els. . .........o.vvvvvviiiiieiao,, 1,214.8 1,328.3 1,419.6 1,437.1 1,578.9 1,703.0 1,718.4 1,729.8 1,756.7 1,778.5
2Cash.................. e 118.0 127.0 135.6 147.8 171.8 173.6 166.7 168.0 174.6 188.0
3 U.S. government securities. . . 16.7 18.7 17.7 23.0 1.0 36.2 350 34.8 31.9 32.3
4 Notes and accounts receivabl 459.0 507.5 532.5 517.4 583.0 633.1 649.5 652.4 658.6 671.2
S Inventories .............. . 505.1 543.0 584.0 579.0 603.4 656.9 666.1 666.6 674.7 663.9
L0 11 A 116.0 132.1 149.7 169.8 186.7 203.2 201.0 208.0 217.0 223.2
7 Current labllities. . .......................... ... 807.3 890.6 9271.3 986.0 1,059.6 1,163.6 1,173.2 1,179.4 1,209.1 1,232.7
8 Notes and accounts payable . ................ ... 460.8 5144 547.1 550.7 595.7 647.8 636.4 649.8 668.1 683.1
L0737 O 346.5 376.2 424.1 435.3 463.9 515.8 536.8 529.7 541.0 5497
10 Net working capital . . ........................ ... 407.5 437.8 448.3 451.1 516.3 539.5 545.2 550.3 547.6 545.7
11 MeEmo: Currentratiol ... L 1.505 1.492 1.462 1.458 1.487 1.464 1.465 1.467 1.453 1.443

1. Ratio of total current assets to total curtent liabilities.

NoTe. For a description of this series, see **Working Capital of Nonfinancial

Corporations” in the July 1978 BULLETIN, pp. 533-37.

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

1.50 TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment A

%&;lsistics, Board of Governors of the Federal Reserve System, Washington, D.C.
1.

Source. Federal Trade Commission and Bureau of the Census.

Billions of dollars; quarterly data are at seasonally adjusted annual rates.

1984 1985 1986
Industry 1984 1985 19861+
Q4 Qi Q2 Q3 Q4 Ql Q2! Q3!
I Total nonfarm business................ 354.44 386.41 387.25 368.29 371.16 387.83 388.90 397.74 376.08 387.42 384.87
Manufacturing
2 Durable goods industries .............. 66.24 73.14 72.09 71.43 69.87 73.96 72.85 75.87 67.74 72.20 71.42
3 Nondurable goods industries. .......... 72.58 80.01 77.09 75.53 75.78 80.36 81.19 82.70 75.32 75.80 77.04
Nonmuanufuacturing
4MIDING. ... 16.86 15.88 12.35 17.00 15.66 16.51 15.94 15.40 12.85 12.61 12.49
Transportation
S Railroad............. ... ... 6.79 7.06 6.44 6.44 6.02 7.48 8.13 6.61 5.82 6.95 7.31
6 Air .. 3.56 4.78 574 3.65 4.20 3.66 5.20 6.06 6.54 5.11 5.78
7 Other................ 6.17 6.13 5.98 6.18 6.01 6.37 5.77 6.39 5.40 5.94 6.12
Public utitities
8 Electric ... 37.03 36.12 33.65 35.40 36.65 36.04 35.34 36.45 34.33 34.49 32.59
9 Gasandother......... 10.44 12.62 12.75 11.52 11.8¢ 12.43 12.80 13.44 12.82 13.10 12.39
10 Commercial and other? 134.75 150.67 161.16 141.13 145.16 151.02 151.69 154.81 155.27 161.22 163.73

ATrade and services are no longer being reported separately. They are included

in Commercial and other, line 10.
1. Anticipated by business.

2. "*Other” consists of construction; wholesale and retail trade; finance and
insurance; personal and business services; and communication.
SOURCE. Survey of Current Business (Department of Commerce).



Securities Markets and Corporate Finance A37
1.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities
Billions of dollars, end of period
1984 1985 1986
Account 1981 1982 1983
Q3 Q4 Ql Q2 Q3 Q4 Q!
ASSETS
Accounts receivable, gross
T CONSUMET ... ..ot 72.4 78.1 87.4 95.6 96.7 9.1 106.0 116.4 120.8 125.5
2 Business .. .. 100.3 101.4 113.4 1245 135.2 (42.1 144.6 141.4 152.8 159.7
3 Real estate .. . 17.9 20.2 22.5 25.2 26.3 27.2 284 29.0 30.4 31.5
4 Total ... 190.5 199.7 223.4 2453 258.3 268.5 279.0 286.5 304.0 316.7
Less:
5 Reserves for unearned income 30.0 31.9 33.0 36.0 36.5 36.6 38.6 41.0 40.9 41.3
6 Reserves forfosses............... 3.2 35 4.0 4.3 4.4 4.9 4.8 4.9 5.0 5.1
7 Accounts receivable, net.............. ... 157.3 164.3 186.4 205.0 217.3 227.0 235.6 240.6 258.1 270.3
8 Allother ;... ... ... ... i 27.1 30.7 34.0 36.4 354 359 39.5 46.3 46.8 50.6
9 Total mssets ... .......... ... 184.4 195.0 2204 413 252.7 262.9 275.2 286.9 304.9 321.0
10 Bank loans .............o i 16.1 18.3 18.7 19.7 21.3 19.8 18.5 18.2 21.0 20.4
11 Commercial paper 57.2 551 59.7 66.8 72.5 791 82.6 93.6 96.9 102.0
Debt
12 Othershort-term . ..........ovvienviniian... 11.3 12.7 13.9 16.1 16.2 16.8 16.6 16.6 17.2 18.5
13 Long-term........ 56.0 64.4 68.1 738 77.2 78.3 85.7 86.4 93.0 100.0
14 All other fiabilities ............... . 18.5 21.2 30.1 326 33.1 35.4 36.9 36.6 39.6 41.4
15 Capital, surplus, and undivided profits............ 25.3 27.4 29.8 32.3 323 335 34.8 357 371 38.8
16 Total liabilities and capital .. ..................... 184.4 195.0 220.4 413 252.7 262.9 275.2 286.9 304.9 321.0
NoTEe. Components may not add to totals due to rounding.
These data also appear in the Board's G.20 (422) release. For address, see
inside front cover.
1.52 DOMESTIC FINANCE COMPANIES Business Credit
Millions of dollars, seasonally adjusted except as noted
Changes in accounts Extensions Repayments
receivable
Accounts
receivable
Type outstanding 1986 1986 1986
Apr. 30,
1986!
Feb. Mar. Apr. Feb. Mar. Apr. Feb. Mar. Apr.
T Total . 159,827 1,303 2,668 464 28,6441 27,526 | 26,378 | 27,341 | 24,858 25,915
Retail financing of instaliment sales
2 Automotive (commercial vehicles) ....................... 15,199 360 126 197 1,256 1,044 1,115 896 Y18 918
3 Business, industrial, and farm equipment ................. 20,083 -237 27 ~135 692 805 858 929 778 993
Wholesale financing
4 AUIOMOUIVE ...t ittt 26,581 1,029 2,097 1691 10,732 10,900 9,897 9,703 8,803 9,728
5  Equipment .. .. 4,709 ~15 63 70 540 526 545 555 463 475
6 Allother....... ... . i 7,732 38 168 -13 1,563 1,631 1.657 1,525 1,463 1,730
Leasing
T AULOMOUVE ...ttt et i s 16,119 178 46 284 787 814 770 609 768 486
8 EQUPMent ...... ... 40,088 46 ~194 59 1,573 1,309 1,275 1,527 1,503 1,216
9 Loans on commercial accounts receivable and factored com-
mercial accounts receivable .. .. 16,843 -28 322 ~385| 10,094 9,209 8,784 | 10,122 8,887 9,168
10 All other business credit .............o i 12,473 —68 13 2717 1,407 1,288 1,477 1,475 1,275 1,200

1. Not seasonally adjusted.

see inside front cover.

NoTtEe. These data also appear in the Board’s G.20 (422) release. For address,
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1.53 MORTGAGE MARKETS

Millions of doHars; exceptions noted.

1985 1986
Item 1983 1984 1985
Nov. Dec. Jan. Feb. Mar. Apr, May.
Terms and yields in primary and secondary markets
PRIMARY MARKETS
Conventional mortgages on new homes
Terms
1 Purchase price (thousands of dollars)............. 92.8 96.8 104.1 107.5 111.5 108.4 115.1 108.2 114.27 115.0
2 Amount of loan (thousands of dollars) . . 69.5 73.7 77.4 78.5 80.3 77.6 84.3 79.6 83.9 83.1
3 Loan/price ratio (percent) ... ..., .. 77.1 78,7 77.1 75.5 75.0 74.4 75.6 75.4 75.9 74.5
4 Maturity (years)..........oovivvaniini ... 26.7 27.8 26.9 26.4 26.7 25.4 26.8 26.9 259 25.6
S Fees and charges (percent of loan amount)? ., .. 2.40 2.64 2.53 2.57 2.59 2.55 2.64 2.60 2.347 2.19
6 Contruct rate (percent per annum)................ 12.20 11.87 15.12 10.55 10.47 10.40 10.21 10.04 9.87 9.81
Yield (percent g;er annum)
7 FHLBBseries? ............ .o 12.66 12.37 11.58 11.01 10.94 10.89 10.68 10.50 10.277 10,19
8 HUD series. . ..o vnvnii i iniens 13.43 13.80 12.28 11.56 11.03 10.82 10.49 10.06” 9.99 10.33
SECONDARY MARKETS
Yield (percent per annium)
9 FHA mortgages (HUD series)®................... 13.11 13.81 12.24 11.28 10.70 10.78 10.59 9.77 9.80 10.07
10 GNMA securitiesb. . ..o 12.25 13.13 11.61 10.81 10.39 10.25 9.79 9.44 9.17 9.23
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Mortgage holdings (end of period)
1T Total ... 74,847 83,339 94,574 97,807 98,282 98,671 98,820 98,795 98,746 98,096
12 FHA/VA-insured. 37,393 35,148 34,244 33,828 K 33,583 33,466 33,368 33,246 32,558
13 Conventional . ... 37,454 48,191 60,331 63,979 64,598 65,088 65,354 65,427 65,500 65,538
Mortgage transactions (during period)
14 Purchases..... . [P 17,554 16,721 21,510 1,624 1,663 1,188 1,159 1,410 1,631 1,978
IS Sales ....... 3,528 978 1,301 100 319 0 n.a. n.a. n.a. n.a.
Mortgage commitments’
16 Contracted (during period) . ..................... 18,607 21,007 20,155 1,199 1,858 1,315 2,578 1,917 3,774 3,538
17 Outstanding (end of period) ..................... 5,461 6,384 ,402 3,330 3,402 3,211 4,480 4,851 942 8,444
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgage holdings (end of period)®
18 Total .o 5,996 9,283 12,399 13,194 14,022 14,412 14,584 13,623 n.a. n.a.
19 FHA/VA.... 974 910 841 816 825 792 787 n.a. n.a.
20 Conventional ... 5,022 8,373 11,558 12,378 13,197 13,612 14,584 12,836 n.a. n.a.
Morigage transactions {(during period)
21 PUrchases . ... ot s 23,089 21,886 44,012 3,680 6,096 3,709 4,605 5,318 n.a. n.a
22 8ales ... e s 19,686 18,506 38,905 3,449 5,202 3,107 4,286 5,897 n.a. n.a
Mortgage commitments®
23 Contracted (during period) ...................... 32,852 32,603 48,989 4,854 5,651 5,305 6,044 7,128 n.a. n.a.
24 Outstanding (end of period) ..................... X 13,318 16,613 n.a. 16,613 n.a, n.a. n.a, n.a, n.a.

1. Weighted averages based on sample surveys of mortgages originated by
major institutional lender groubes; comBﬂed by the Federal Home Loan Bank
Board in cooperation with the Federal Deposit Insurance Corporation.

2. Inciudes all fees, commissions, discounts, and ‘‘points’’ paid (by the
borrower or the seller) to obtain a loan.

3. Average effective interest rates on loans closed, assuming prepayment at the
end of 10 years.

4. Average contracl rates on new commitments for conventional first mort-
gages; from Department of Housing and Urban Development.

5. Average gross yields on 30-year, minimum-downpayment, Federal Housing
Administration-insured first mortgages for immediate delivery in the private
secondary market. Based on transactions on first day of subsequent month. Large
monthly movements in average yields may reflect market adjustments to changes
in maximum permissable contract rates.

6. Average net yields to investors on Government National Mortgage Associa-
tion guaranteed, mortgage-backed, fully modified ﬁass-thmugh securities, assum-
ing prepayment in 12 years on pools of 30-year FHA/VA monsages carrying the
prevailing ceiling rate. Monthly figures are averages of Friday figures from the
Wall Street Journal.

7. Includes some multifamily and nonprofit hospital loan itments in
addition to 1- to 4-family loan commitments accepted in FNMA's free market
auction system, and through the FNMA-GNMA tandem plans.

8. Includes participation as well as whole loans.

9. Includes conventional and government-underwritten loans. FHLMC's mont-
gage commitments and mortgage transactions include activity under mortgage/
securities swap programs, while the corresponding data for FNMA exclude swap
activity.
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Millions of dollars, end of period

Real Estate A39

1985 1986
Type of holder, and type of property 1943 1984 1985
Ql Q2 Q3 Q4 Q!
LARholers ........... ... .. 1,811,540 | 2,024,483 | 2,256,778 | 2,071,279 | 2,128,471 | 2,190,661 | 2,256,778 | 2,303,698
2 1- to 4-family ., 1,189,811 | 1,319,667 | 1,471,012 | 1,347,511 | 1,384,248 [ 1,427,675 | 1471,012 | 1,497,458
3 Multifamily. . . . 158,718 179,074 204,311 184,886 190,004 195,488 204,311 208,784"
4 Commercial . . 350,389 414,040 474,755 427,242 443,400 458,735 474,755 491,823
S Farm . 112,622 111,702 106,700 111,640 110,819 108,763 106,700 105,633
6 Selected financial institutions ............ ... .. ... . ... 1,130,781 1,269,500 | 1,390,328 | 1,291,540 | 1,323,474 | 1,356,114 | 1,390,328 | 1.407,88)
7 Commercial banks'.. ... .. 330,521 376,792 426,103 385,867 398,561 413,059 426,103 436,707
8 1- to 4-family . .. 182,514 197,225 214,817 199,617 204,439 210,203 214,817 218,354
9y Multifamily. . . 18,410 20,387 23,442 20,808 21,748 22,426 23,442 24,018
10 Commercial . . . 120,210 148,936 176,359 155,061 161,678 169,302 176,359 182,500
11 Farm . ... oo ,387 10,244 11,485 10,381 10,696 11,128 11,485 11,835
12 Savings banks ...... .. 131,940 154,441 177,278 161,032 165,705 174,427 177,278 188,177
13 1- ta 4-family . 93,649 107,302 121,889 111,592 114,375 119,952 121,889 131,043
14 Multifamily. . . 17,247 19,817 23,334 20,668 21,357 22,604 23,331 24,144
15 Commercial . 21,016 27,291 31,976 28,741 29,942 31,757 31,976 32,906
16 Farm .. ... 28 31 82 31 31 114 82 84
17 Savings and loan associations. .. ........................ 494,789 558,277 586,085 559,263 569,291 575,684 586,085 576,998
18 [-to4-family .............. 387,924 421,489 434,359 421,024 425,021 427,081 434,359 420,096
19 Muitifamily. .. 44,333 55,750 66,775 57, 60,231 62,608 66,775 67,368
20 Commercial .. 62,403 77,605 84,342 80,070 83,447 85,358 84,342 89,004
2] Farm.................. P 129 433 609 509 592 637 609 530
22 Life inSurance COMPAanies .. ........oooeveriaeeaniunn 150,999 156,699 170,460 158,162 161,485 163,929 170,460 174,460
23 1-to 4-family ......... 15,319 14,120 12,279 13,840 13,562 13,382 12,279 12,129
24 Multifamily. .. 19,107 18,938 19,731 18,964 18,983 18,972 19,731 19,931
25 Commercial ............. L. 103,83} 111,175 126,621 113,187 116,812 119,543 126,621 130,671
26 20 Y 12,742 12,466 11,829 12,171 12,128 12,032 11,829 11,729
27 Finance COMPANIes? .. ... .. ....oovuirnieneainain s 22,532 26,291 30,402 27,216 28,432 29,015 30,402 31,539
28 Federal and related agencies ............................. 148,328 158,993 166,978 163,531 165,912 166,248 166,978 166,097
29  Government National Mortgage Association. . . ,395 2,301 1,473 1,964 1,825 1,640 1,473 1,533
30 I-tod4-family .............. 630 585 539 576 564 552 539 527
31 Multifamily. . ............... ... 2,765 1,716 934 1,388 1,261 1,088 934 1,006
32 Farmers Home Administration. ......................... 2,141 1,276 733 1,062 79 577 733 704
33 {-to d-family .............. LI5S 213 183 156 223 185 183 217
34 Multifamily . . . 173 119 113 82 136 139 113 33
35 Commercial . NN 409 497 159 42) 163 72 159 217
36 Farm . ... e s 400 447 278 403 268 181 278 237
37  Federal Housing and Veterans
Administration, ... ........... o oo 4,894 4,816 4,920 4,878 4,888 4918 4,920 4,957
38 i- to 4-family 1,893 2,048 2,254 2,181 2,199 2.251 2,254 2,301
39 Multifamily ....... 3,004 2,768 2,666 2,697 2,68% 2,667 2,666 2,656
40  Federal National Mortgage Association.................. 78,256 87,940 98,282 91,975 94,777 96,769 98,282 98,795
41 1- to 4-family . 73,045 82,175 91,966 86,129 88,788 90,590 91,966 92,315
42 Multifamily. . ........ . 520 5,765 6,316 5,846 5,989 6,179 6,316 6,480
43 Federal Land Banks......................... . .. . ... 52,010 52,261 47,548 52,104 51,056 49,255 47,548 46,485
44 1- to 4-family . 3,081 3,074 2,798 3,064 3,006 2,895 2,798 2,738
45 Farm .. ... 48,929 49,187 44,750 49,040 48,050 46,360 44,750 43,750
46  Federal Home Loan Morigage Corporation 7,632 10,399 14,022 11,548 12,576 13,089 14,022 13,6237
47 -todfamily ....... . ... .. 7,559 9.654 11,881 10,642 11,288 11,457 11,881 12,2317
48 Multifamily......... ... 73 745 2,141 906 1,288 1,632 2,141 1,3927
49 Mortgage pools or trusts’ 285,073 332,057 415,042 347,793 365,748 188,948 415,042 440,701
50  Government National Mortgage Ass 159,850 179,981 212,145 185,954 192,925 201,026 212,145 220,348
51 I-todfamily .............. ... L. 155,950 175,589 207,198 181,419 188,228 196,198 207,198 215,148"
52 Multifamily.............. .. o 3,900 4,392 4,947 4,535 4,697 4,828 4,947 52000
53 Federal Home Loan Mortgage Corporation. . ............. 57,895 70,822 100,387 76,759 83,327 91,915 100,387 110,337
54 1- to 4-family . 57,273 70,253 99,515 75,781 82,369 90,997 99,515 108,020
55 Multifamily . ... 622 569 872 978 958 918 872 2,317
56  Federal Nationa)l Morigage Association . ................. 25,121 36,215 54,987 39,370 42,758 48,769 54,987 62,310
57 I-todfamily.................... S 25,121 35,965 34,036 38,772 41,985 47,857 54,036 61,117
58 Multifamily. . ... .. ... n.a. 250 951 598 770 912 951 1,193
59  Farmers Home Administration. .............. ... ...... 42,207 45,039 47,523 45,710 46,741 47,238 47,523 47,706
60 1-to d4-family .............. 404 21,813 22,186 21,928 21,562 22,090 22,186 22,082
61 Multifamily. . . .. 5,090 5.841 6,675 6,041 6,377 6,415 6,675 6,943
62 Commercial . . 7,351 7,559 8,190 7,681 8,014 8,192 8,190 8,150
63 Farm ... 9,362 9.826 10,472 10,060 10,388 10,541 10,472 10,531
64 Individuals and otherst ., ... ... ... .. ... ... ... 247,358 263,933 264,430 268,415 273,337 279,351 284,430 289,019
65  i-to 4-family ... ... 141,758 151,871 164,710 153,574 157,807 162,970 164,710 167,604
66 Multifamily. . .. 38,786 42,017 45,417 43,718 43,520 44,100 45,417 46,103
67 Commercial . 35,169 40,977 47,108 42,081 43,344 44,511 47,108 48,375
68 Farm......................... 31,645 29,068 27,195 29,045 28,666 27,770 27,195 26,937

1. Includes loans held by nondeposit trust companies but not bank trust

departments, . .
. Assumed to be entirely 1- to 4-family loans.

3. Outstanding principal balances of mortgage pools backing securities insured

or guaranteed by the agency indicated.

4, Other holders include mortgage companies, real estale investment trusts,
state and local credit agencies, state and local retirement funds, noninsured
pension funds, credit unions, and other U.S. agencies.

NoTE. Based on data from various institutional and governmental sources, with
some quarters estimated in part by the Federal Reserve. Multifamily debt refers to
loans on structures of five or more units.
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1.55 CONSUMER INSTALLMENT CREDIT!+ Total Outstanding, and Net Change, seasonally adjusted

Millions of dollars

1985 1986
Holder, and type of credit 1984 1985
Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar Apr.
Amounts outstanding (end of period)
T TFosab ..o 453,580 535,098 | 506,090 516,420 522,978 | 528,621 535,098 | 542,753 547,852 550,939| 555,094
By major holder
2 Commercial banks. . ................. 209,158 240,796 | 230,644 233,545 235,364 | 238,620 240,796 | 243,256 | 244,761 245,172 | 247,735
3 Finance companies? .......... . 96,126 1 120,095 | 109,457 114,927 1 117,565 } 118,356 | 120,095 123,717 126,000 | 127.422] 128,154
4 Creditunions ................ 66,544 75,127 71,938 72,433 73,474 74,117 75,127 75810 76,431 76,953 77,578
5 Retailers®.................... 37,061 39,187 38,751 38,723 38,890 39,039 39,187 39,416 39,497 39,844 39,826
6 Savings institutions 40,330 55,555 51,118 52,656 53,509 54,307 55,555 56,290 57,048 57,573 58,024
7 Gasoline companies .......... 4,361 4,337 4,185 4,136 4,176 4,182 4,337 4,264 4,114 3,975 3,777
By major type of credit
8 Automobile................. ... 173,122 | 206,482 | 192,923 198,656 1 201,994 | 203,766 | 206,482 | 210,661 213,342 214,361 215,028
9  Commercial banks. s 92,764 90,234 90,784 91,402 92,127 92,764 93,489 93,828 93,377 92,956
10 Creditunions ..................... 28,614 30,577 29,778 29,556 29,904 30,166 30,577 30,855 31,107 31,320 31,574
11 Finance companies ................ 54,663 73,391 64,071 69,201 71,4158 71,996 73,391 76,410 78,310 79,416 80,111
12 Savings institutions . ............... 5,945 9,750 8,843 9,115 9,273 9,477 9.750 ) 10,097 10,248 10,386
13 RevOIVING ..o 98,514 118,296 | 112,373 | (13,850 | {15218} (17,050 | 118,296 119,682 120,724 (22,131 123,445
14 Commercial banks................. 58,145 73,893 69,079 70,453 71,507 73,076 73,893 74,991 75,953 77,021 78,424
15 Retailers ......................... y 34,560 34,330 34,264 34,382 34,486 34,560 34,770 34,843 35,188 35,170
16 Gasoline companies ............... 4,361 4,337 4,188 4,136 4,176 4,182 4,337 1264 4,114 3975 3,777
17 Savings institutions .. .............. 2,944 5,506 4,779 4,997 5,153 5,306 5,506 5,657 5,813 5,947 6,075
18 Mobilehome ....................... 24,184 25,461 25,173 25,341 25,320 25,315 25,461 25,371 25,573 25,584 25,521
19  Commercial banks. .. 9,623 9,578 9,608 9,662 9,596 9,584 9,578 9,457 9,566 9.348 9,272
20 Finance companies . . 9,161 9,116 9,114 9,092 9,089 9,057 9,116 2,125 9,161 9,327 9,286
21 Savings institutions 5,400 6,767 6,451 6,587 6,635 6,674 6,767 6,789 6,846 6,909 6,963
22 0ther ... v 157,760 184,859 175,621 178,573 180,446 182,490 184 859 187,039 188,212 188,863 | 191,100
23 Commercial banks................. 57,490 64,561 61,723 62,646 62,859 63,833 64,561 65,319 65,414 65,427 67,083
24  Finance companies ................ 32,302 37,588 36,272 36,634 37,061 37,303 37,588 38,182 38,530 38,678 38,757
25 Creditunions .............. ... 37,930 44,550 42,163 42,877 43,570 43,951 44,550 44,955 45,323 45,633 46,004
26  Retailers ....... 3,997 4,627 4,421 4,459 4,508 4,553 4,627 4,646 4,653 4,656 4,656
27  Savings institutions .. .............. 26,041 33,533 31,042 31,957 32,448 32,850 331,533 33,937 34,291 34,469 34,600
Net change (during period)
28 Total. ... 77,341 81,518 6,051 10,330 6,558 5,643 6,477 7,655 5,099 3,087 4,158
By major holder
29 Commercial banks. .................. 319,819 31,638 1,556 2,901 1,819 3,256 2,176 2,460 1,505 411 2,563
30 Finance companies? ................. 9,961 23,969 1,959 5,470 2,638 791 1,739 3,622 2,284 1,421 732
31 Creditunions ....................... 13,456 8,583 492 495 1,641 643 1,010 683 621 522 625
32 Retailers®............... ,900 2,126 328 -28 167 149 148 229 81 347 —18
33 Savings institutions . . . ... 11,038 15,225 1.641 1,541 853 798 1,248 735 758 525 451
34 Gasoline companies . ................ 167 -24 75 —49 40 6 155 =73 —150 -139 - 198
By major type of credit
35 Automobile. ... 27,214 33,360 1,722 5,733 3,338 1,772 2,716 4,179 2,681 1,019 667
36 Commercial banks................. 16,352 864 ~116 550 618 725 637 725 339 —45] -421
37 Creditunions ..................... 3,223 1,963 59 -219 348 262 411 278 252 213 254
38 Financc companies ................ 4,576 18,728 1,485 5,130 2,214 581 1,395 3.019 1,900 1,106 695
39  Savings institutions ................ 3,063 3,805 294 272 158 204 273 157 190 151 138
40 Revolving ........................ .. 20,145 19,782 1,469 1,477 1,368 1,832 1,246 1,386 1,042 1,407 1,314
41 Commercial banks. ................ 15,949 15,748 7 1,374 1,054 1,569 817 1,098 962 1,068 1,403
42 Retailers ....... 2,512 ,496 265 —-66 118 104 74 210 73 345 -18
43 Gasoline compani . 167 —24 75 —49 40 6 155 ~73 - 150 -139 — 198
44 Savings institutions . ............... 1,517 2,562 22 218 156 153 200 151 156 134 128
45 Mobile home . ...................... 1,990 1,277 158 168 ~21 ~5 146 ~90 202 1 -63
46 Commercial banks. ................ -199 —45 32 54 66 -12 ~6 —121 109 -2I8 ~76
47  Finance companies ................ 544 —45 =27 -2 -3 -32 59 9 36 166 -41
48  Savings institutions ................ 1,645 1,367 153 136 48 39 93 22 57 63 54
49 Other ... oo 27,992 27,099 2,702 2,952 1,873 2,044 2,369 2,180 1,173 651 2,237
50 Commercial banks. ...... 7,747 7,071 733 923 213 974 728 758 95 13 1,656
51 Finance companies 4,841 $,286 S04 362 427 242 285 594 348 148 79
52 Creditunions ........... 10,233 6,620 433 714 693 381 599 405 368 310 n
53 Retailers ............... 388 630 63 38 49 45 74 19 7 0
54  Savings institutions . ........... .. .. 4,813 7,492 972 915 491 402 683 404 354 178 131

1. The Board's series cover most short- and intermediate-term credit extended
to individuals that is scheduled to be repaid (or has the option of repayment) in

two or more installments.

2. More detail for finance companies is available in the G.20 statistical release.
3. Excludes 30-day charge credit held by travel and entertainment companies.

4. All data have been revised.



1.56 TERMS OF CONSUMER INSTALLMENT CREDIT

Percent unless noted otherwise

Consumer Installment Credit

Adl

1985 1986
ltem 1983 1984 1985
Oct. Nov, Dec. Jan Feb. Mar Apr.
INTEREST RATES
Commercial banks!
1 48monthnewcar? ... ... ... ...l 13.92 13.74 n.a, n.a. 12.39 n.a. n.a. 12.29 n.a. n.a.
2 24-month personal.. . .. 16.50 16.47 n.a. n.a. 15.61 n.a. n.a. 15.52 n.a. n.a.
3 120-month mobile home . 16.08 15.58 N, n.a. 14.66 n.a. n.a. 14.57 n.a. n.a
4 Creditcard............ ... .o, 18.78 18.77 n.a. n.a. 18.57 n.a. n.a. 18.48 n.a. n.a.
Auto finance companies
S5 O Newear ... .. 12.58 14.62 n.a, 9.97 11.71 12.52 9.99 9.70 10.5% 10.55
6 Usedcar......... ... .. i 18.74 17.85 na. 17.21 17.28 17.22 16.60 16.74 16.63 16.67
OTHER TERMS?
Maturity (months)
T ONEW CHT vttt e 459 48.3 n.a. S1.§ 52.0 52.1 51.2 51.3 51.0 5016
8 Usedcar...... ... i i 37.9 9.7 na. 414 41.5 41.4 42,8 42.5 42.4 42.5
Loan-to-value ratio
G NEW CHI Lot e 86 88 n.a. 93 92 92 92 92 90 RY
Wy Usedcar, ... o i 92 92 .4, 95 95 93 98 95 95 96
Amount financed (dollars)
Tl NEW CHT ..o e 8,787 9,333 n.a. 10,498 10,205 9,925 10,064 10,074 10,306 10,402
120 Usedcar. ..o e 5,033 5,691 n.g. y 6,167 6,255 6,165 , 6.207 6,281

1. Data for midmonth of quarter only.

2. Before 1983 the maturity for new car loans was 36 months, and for mobile

home loans was 84 months.

3. Al auto finance companies.
NoTE, These data also appear in the Board'’s G.19 (421) release. For address,
see¢ inside front cover.
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS

Billions of dollars; half-yearly data are at seasonally adjusted annual rates.

1983 1984 19857
Transaction category, sector 1980 | 1981 1982 1 1983 | 1984 | 1985
Hi H2 H1 H2 H1 H2
Nonfinancial sectors
1 Total net borrowing by domestic nonfinancial sectors ... | 341.8 | 372,7 | 395.3 5429 765.9| 898.2| 506.0 | $79.7| 713.4| 818.4 | 729.2 |1,066.6
By sector and instrument
2 U.S. government. ... 79.2 87.4 | 161.3 186.6 | 198.8 { 223.6 | 225.9 | 1512 172.2 | 225.4 | 183.2| 263.6
3 Treasury securities ......... . 79.8 87.8 | 162.1 186.7 | 199.0| 223.71 222.0( 1514 1724 | 225.5| 1833 | 263.7
4 Agency issues and mortgages. ... .. -6 ~.5 -9 -1 -2 =1 -.1 —-.1 -.2 - -.1 -1
S Private domestic nonfinancial sectors................. 262.6 } 2853 | 234.1 356.3 | S567.1 | 674.5| 284.1 | 428.5| S541.21 593.t 546.0 | 803.0
6 Debt capital instruments ...l 188.1 154.5 152.6 253.7 | 325.3| 4929 227.3| 280.1 287.7 | 362.8| 370.0| 615.2
7 Tax-exempt obligations . ................... ..., 30.3 23.4 48.6 57.3 65.8| 1828 57.3 57.4 38.9 92.6 88.3 | 277.2
8 Corporate bonds ... 26.7 21.8 18.7 16.0 47.1 72.9 214 10.6 319 62.3 71.9 73.2
9 MOTIBABES . .. oot e v ety 131.2 | 109.3 85.4 180.3 | 2124 2373 148.6 | 2120 2169 | 2079 209.8]| 2649
10 Home MOrgages . . .......c.covvverviaroinen.. 94.2 n.2 50.5 116.9 | 130.7 155.3 98.7 | 1352 1356 125.7 130.8 180.0
11 Multifamily residential .., ........... ...l 7.6 4.8 5.4 1.9 20,7 26.1 6.1 17.6 23.6 17.7 22.3 30.0
12 Commercial ......... ..o iviii i, 19.2 22.2 25.2 48.9 62.0 60.8 42.2 55.7 58.5 65.6 59.0 62.7
13 FaFM v ere i 10.2 10.0 4.2 26| -LO| -5.0 1.6 36 ~-.8 -1.2] -22| -78
14  Other debtinstruments ...........ooovevvrvnnnn, 74.5 | 130.8 81.4 102.6 | 2419 1816 56.8 | 148.4 ¢ 253.5| 230.2 1759 187.7
15 Consumer credit .. .. 4.7 2.6 17.7 56.7 94.8 96.6 38.0 75.4 98.0 91.6 98.3 95.0
16 Bank loans n.e.c. . 37.0 54.7 54.2 26.8 79.5 39.4 13.7 39.8 89.9 69.0 28.3 51.0
17 Open market paper . . e 5.7 19.2 | —-4.7 -1.6 242 124 | -10.0 6.9 335 15.0 16.9 7.9
18 L0111 27.1 34.4 14.2 20.7 43.3 33.2 15.1 26.3 32.1 54.6 32.5 319
19 By borrowing S€Ctor. .........o.oveiiiiiia e 262.6 | 2853 | 234.1 356.3 | 567.11 674.5 | 284.1 | 428.5| S541.2| 593.1] 546.0| 803.0
20 State and local governments........... o 17.2 6.8 259 37.6 45.0 | 140.9 36.0 39.2 21.4 68.6 74.11 207.6
21 Households.............. ... ... ..., 118.9 | 119.7 87.9 187.4 | 239.2{ 294.0 15231 222.6 | 236.0 | 2423 2443 ] 3439
2 Farm ... 15.2 16.6 6.8 4.1 ~.1f -9 .8 7.4 ~.7 .5 -7.6 | —16.2
23 Nonfarm noncorporate. 312 38.6 41.3 70.8 9.8 85.4 56.1 85.5 96.9 84.7 84.4 86.4
24 Corporate ............ 80.t | 103.6 72.1 56.4 | 19231 166.1 39.0 73.8| 1877 | 1969 | 150.7 ] 181.2
25 Foreign net borrowing in United States ... 27.2 27.2 15.7 18.9 2.8 1.5 15.4 224 23.0 | -17.4 -3.2 6.2
26 Bonds .......... ... 8 5.4 6.7 38 4.1 3.9 4.6 29 1.1 7.0 5.1 2.7
27 Bankloans n.e.C. ..........ii.iiieiianan 1t.5 3.7 ~6.2 4.9 -7.8 =31 1.4 -1.6 —-4.5 —I1.1 -5.4 -8
28 Openmarkelt paper..............coovieiennnn . 10.1 13.9 10.7 6.0 2.5 -6 —4.6 16.5 2091 -16.0] -54 4.2
29 U.S.governmentloans ........... ..., 4.7 4.2 4.5 43 4.0 i3 319 4.6 5.5 2.6 2.4 .
30 Total domestic plus foreign .......................... 369.¢ | 3999 { 4110 56171 7687 8997 | S21.3% 602.1| 7364 | 8010} 7259 |1,072.8
Financial sectors
31 Total net borrowing by financial sectors ............... 57.6 89.0 80.2 89.2| 1382 1937 69.1 | 1093 | 1265 1499 | 167.2] 220.1
By instrument
32 lf.,S. government refated ... ... 44.8 47.4 64.9 67.8 749 101.6 66.2 69.4 69.6 80.1 92.7 1 1104
33 Sponsored credit agency securities 24.4 30.5 14.9 1.4 304 26| -4.1 6.9 29.9 30.9 26.0 15.1
34  Mortgage pool securities . ... 19.2 15.0 49.5 66.4 4.4 9.9 70.3 62.5 39.7 49.2 66.7 93.1
35 Loans from U.S. government. .. 1.2 1.9 . B P S | 0 I IO [ T DI RN 2.2
36 Private financial sectors.. . ..... 12.8 41.6 15.3 21.4 63.3 9.1 2.9 40.0 56.9 69.7 74.5 | 109.7
37 Corporate bonds ............ 18 3.5 13.7 12.6 259 31.2 10.3 14.9 20.7 3.1 322 29.8
38  Mortgages.................. * ¥ .1 * 4 .1 * * 4 4 * .1
39 Bankloansn.ec............ -.9 9 1.9 -.2 1.0 5.3 -3.3 3.0 -.5 2.4 1.7 9.2
40 Openmarket paper........... ..o iiieriiieean, 4.8 20.9 -1.1 16.0 20.4 41.3 7.9 4.1 20.4 20.4 28.8 539
41  Loans from Federal Home Loan Banks............. 7.1 16,2 .8 -7.0 15.7 14.2 | -12.1 -2.0 15.9 15.5 11.7 16.7
By sector
42 Sy nsored credit agencies. .. ... oo, 25.6 32.4 15.3 1.4 30.4 21.7 ~4.1 6.9 29.9 30.9 26.0 17.3
43 Mortgage pools .. ..... 19.2 15.0 49.5 66.4 4.4 79.9 70.3 62.5 397 49.2 66.7 93.1
44 Private financial sectors 128 41.6 15.3 214 63.3 9.1 2.9 40.0 56.9 69.7 74.5 109.7
45  Commercial banks .. . .5 4 1.2 5 4.4 5.4 8 2 4.8 3.9 5.2 5.7
Bank affiliates ................ .. 6.9 8.3 59 12.6 16.9 9.2 10.1 15.1 26.0 7.8 9.2 9.2
47  Savings and loan associations................. ... 7.4 15.5 2.5 =2.4 227 22.1 -9.3 5.2 19.7 25.6 1.1 33.0
48 Finance COMpanies ..............ooovnrvoveroonnns -1.1 18.2 6.3 1.3 19.3 55.9 2.1 20.5 6.3 324 49.6 62.2
49 REITS ... e -.5 -.2 * -2 8 .5 —.1 -3 .8 8 .5 .5
All sectors
50 Total net borrowing. .. ...................ccviiinnn, 426.6 | 4889 | 491.2 651.0 [ 906.9 | 1093.4 | 590.4 | 711.5| 863.0 | 950.9 { 893.2 |1,292.9
51 U.S. government securities. ............oveinni 122.9 133.0 | 225.9 2544 | 273.8 | 324.2| 288.2) 220.7| 2419 305.6 | 276.0 | 37L.9
52 State and local obligations. ........................ 303 23.4 48.6 57.3 65.8 182.8 57.3 57.4 38.9 92.6 88.3 | 277.2
53 Corporate and foreign bonds . ..................... 29.3 307 | 390 324 771 108.01 363 2841 S3IE| 1005 1093 1057
S4  MOFBARES . . ..ot ittt iiii i 131.1 109.2 85.4 180.3 | 2127 | 2373 148.6 | 212.0 | 217.2 ] 208.2 ] 209.8 | 264.9
55 Consumercredit ..., 4.7 22.6 17.7 56.7 94.8 96.6 38.0 15.4 98.0 91.6 98.3 95.0
56 Bank loans Ne.C. ..ot 47.7 59.2 499 315 727 41.7 218 41.2 84.9 60.4 24.6 59.4
57 Openmarket paper...............coiiiiiiiiny 20.6 54.0 4.9 204 47.1 53.1 ~6.7 47.5 74.8 19.3 40.4 66.0
S8  Otherloans.........iuiiiiiiiiiiiiniaie s 40.1 56.7 19.9 179 63.0 49.7 6.9 29.0 53.4 na 46.6 529
External corporate equity funds raised in United States
59 Total new share issues. . P 21.2 -33 33.6 663 ~33.6 2.9 81.9 50.7 | —41.2 | -25.9 25.7 40.1
60  Mutual funds .. ... 4.5 6.0 16.8 31.8 37.1 105.3 35.3 21.7 39.0 353 9.0 118.6
61  Allother................. 16.8 —9.3 16.8 348 707 -72.4 46.6 23.0( -80.2¢ —-61.2 ] —663 ] —78.4
62 Nonfinancial corporations .. 129 | —{L1.5 11.4 283 =770 —-81.6 38.2 1841 845 694 | -757 | —87.S
63 Financial corporations .................... .. 1.8 1.9 4.0 2.5 52 5.3 2.6 2.4 5.0 5.3 5.4 5.4
64 Foreign shares purchased in United States ........ 2.1 3 1.5 4.0 11 4.0 57 2.2 -.7 2.9 43 36
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1.58 DIRECT AND INDIRECT SOURCES OF FUNDS TO CREDIT MARKETS
Billions of dollars, except as noted; half-yearly data are at seasonally adjusted annual rates.
1983 1984 1985/
Transaction category, or sector 1980 1981 1982 1983 1984 19857
Hi H2 H1 H2 H1 H2
! Total funds advanced in credit markets to domestic
nonfinancial sectors ................. ... 3MI8 | 3727 | 3953 | 5429 7659 | 898.2 | 506.0 | 579.7 713.4 | B18.4 [ 729.2 [1,066.6
By public agencies and foreign
2 Totalnetadvances ............... ..ol 97.1 97.7 1144 117.4 144.6 | 2164 120.5 | 114.4 124.2 165.1 197.6 | 236.9
3 U.S. government securities 15.8 17.1 22.7 27.6 36.0 45.7 41.0 4.1 30.5 41.4 48.0 45,1
4  Residential mortgages.............. 31.7 23.5 61.0 76.1 56.5 94.7 80.2 72.1 52.8 60.1 86.0 103.4
S FHLB advances to savings and loans 7.1 16.2 8 -1.0 15.7 142 | —-12.1 | -2.0 15.9 15.5 11.7 16.7
6  Other loans and securities ........................ 42.5 40.9 29.5 20.8 36.6 61.8 1.4 30.2 25.0 48.1 52.0 71.6
Total advanced, by sector
7 U.S. government .......... 237 24.0 i5.9 9.7 17.1 17.4 9.1 10.3 7.8 26.4 18.1 16.8
8  Sponsored credit agencies . 45.6 48,2 65.5 69.81 733 I0L6| 68.6) 710 73.6 73.0 977 1055
9 onetary authorities. ... .. 4.5 9.2 9.8 10.9 8.4 21.6 15.7 6.1 12.1 4.7 27.1 16.4
10 Foreign .........oiiiiiriiiii i 233 16.2 228 27.3 45.9 75.7 27.2 27.0 30.7 61.0 54.7 98.2
Agency and forcifn borrowing not in line 1
11 Sponsored credit agencies and mortgage pools ... ... 44.8 474 64.9 67.8 74.9 | 1016 66.2 69.4 69.6 80.1 0.7 110.4
120 FOreign ...t 27.2 212 15.7 189 2.8 1.5 15.4 22.4 23.0 | ~17.4 --3.2 6.2
Private domestic funds advanced
13 Total net advances .................oooiiiiienn. 316.7 | 349.6 | 361.8 | 512.1 | 699.0 | 784.9 | 467.1 | $57.1 681.8 | 716.1 | 621.0{ 946.3
t4  U.S. government securities . . 107.1 1159 | 203.1 226.9 | 237.8 | 278.5 | 247.2 | 206.6 2114 | 264.2 | 22801 3268
15 State and local obligations . .. 30.3 234 48.6 57.3 65.8 | 182.8 573 574 38.9 92.6 8831 277.2
16 Corporate and foreign bonds . 19.3 18.8 14.8 14.9 34.8 33.6 21.4 8.5 25.3 44.3 43.5 23.0
17 Residential mortgages....... 70.0 53,5 —~5.3 52.6 94.8 86.7 24.6 80.6 106.3 83.3 67.0 106.5
18 Other mortgages and loans ............... . 97.1 154.2 101.4 153.0 | 281.5 | 217.6 { 104.6 | 202.0 3158 | 2471 205.9 1 229.6
19 LEss: Federal Home Loan Bank advances.......... 7.1 6.2 8 -7.0 15.7 42 -2 -2.0 15.9 15.5 1.7 6.7
Private finuncial intermediation
20 Credit market funds advanced by private financial
INSHIULONS. oo e 2838 | 321.7 | 288.4 | 384.6 | S555.6 | 5552 | 332.0 | 437.2 552.5 | SS8.71 4489 6599
21 Commercial banking . 100.6 | 102.3 107.2 136.1 181.7 1%6.6 | 121.0] 1513 195.2 168.1 142.6 ) 2519
22 Savings institutions ... ... 54.5 27.8 30.1 139.8 146.3 86.0 1 1313 1483 167.9 ) 1247 57.4 114.8
23 Insurance and pension fund 94.% 97.6 | 107.4 942 | 1190 1252 83.0 | 1053 112,01 1260 | 101.6 | 148.7
24 Other finance .......... 342 94.0 437 14.5 108.6 147.4 -33 323 77.4 139.9 147.3 144.5
25 Sourcesof funds . ... ... i W38 | 3217 | 288.4 | 384.6 | 555.2 | 555.2 | 332.0 | 437.2 552.5 | 5587 | 4489 | 659.9
26  Private domestic deposits and RPs. . 169.6 | 2109 | 1962 | 2093 | 298.8 | 194.5| 203.8 [ 2148 | 292.21 30S.5| 1779 2085
27 Credit market borrowing ......................... 128 41.6 15.3 04 63.3 92.1 29 40.0 56.9 69.7 74.5 109.7
28 Other sources.............coooviieiiiiiiiiieuns 101.3 68.2 77.0 1 153.9 193.5 | 268.6 125.3 | 182.4 203.4 183.5 196.5 3T
29 Foreign funds . . ... . Lo m217 -87 1 -26.7 22.1 19.0 14.0 | ~14.2 58.5 27.2 10.9 10.7 15.4
30 Treasury balances =26 | -1l 6.1 ~5.3 4.0 10.3 9.9 | -20.6 1.2 6.8 19.3 7
k) Insurance and pension reserves 83.7 90.7 | 103.2 95.4 110.3 116.7 83.5 1 106.8 9.5 ) 101.2 | 1006 | 1329
2 Other,net ... ..o 418 | —12.7 ~5.6 41.9 60.1 127.6 46.1 »a 55.5 64.6 66.0 192.7
Private domestic nonfinancial invesitors
33 Direct lending in credit markets . . 45.8 69.5 88.7 | 1489 1 206.7 | 32L.8 | 137.91 1599 186.3 | 227.1 246.6 | 396.1
34 U.S, government securities . . 24.6 29.3 32.1 88.3 125.8 164.1 96.9 9.7 126.3 125.3 1191 206.5
35  State and local obligations . . . 7.0 1.1 29.2 43.5 43.2 90.4 47.2 39.9 253 61.2 47.0 133.6
36  Corporate and foreign bonds . ~11.0] -39 8.1 -5.5 15.3 314 ~108 —.3 7.5 23.0 4031 -32.4
37 Open market paper ......... =31 2.7 -6 6.5 -4 372 ~-6.6 19.7 32 —6.1 1.7 62.8
38 ther ... 28.4 30.3 19.9 16.1 238 27.1 1.3 20.8 24.0 237 28.5 25.7
39 Deposits and CUITENCY ... ..ot 181.1 2219 | 203.3 | 228.4 | 303.4 | 2069 | 2256 2313 30361 3032 191.8 | 2193
40 Urrency . .......... 10.3 9.5 9.7 14.3 8.6 12.4 14.8 13.8 15.9 1.3 18.5 6.3
4] Checkable deposits . ............ 5.4 18.1 17.6 26.7 24.1 43.5 53.0 -4 30.4 17.7 15.9 69.3
42 Small time and savings accounts . 82.9 47.0 | 138.1 1 2183 | 1498 | 12881 278.9 ; 157.7 130.7 1 169.0 | 156.61 100.6
43 Money market fund shares 29.2 107.5 247 | -44.1 47.2 ~2.21 -840 | —-4.2 30.2 64.2 4.2 —8.6
44 Large time deposits 45.6 36.8 11.9 -59 83.6 143 | ~55.1 434 97.6 69.6 -.5 28.6
45  Security RPs............... . 6.5 2.5 38 14.3 -5.8 10.1 1.0 17.5 331 -150 1.7 18.5
46 Deposits in foreign countries. . .................... 11 .5 -2.5 4.8 -4.0 * 7.0 2.7 —4.5 -3.6 —4.5 4.5
47 Total of credit market instruments, deposits and
CUFTRIICY . . . oot e 2269 | 2914 | 292.0 | 377.3 | 510.3 | 528.7 ] 363.5 | 3912 489.9 1 530.3 | 438.4| 6154
48  Public holdings as percentof total ................. 263 24.4 278 20.9 18.8 24.0 23.1 19.0 16.9 20.6 27.2 22.1
49 Private financial intermediation (in percent). 89.6 9.0 79.7 751 79.5 70.7 711 78.5 81.0 78.0 72 69.7
50 Total foreignfunds ........... . oo, 1.6 7.6 -39 49.2 64.9 89.7 13.0 | 855 579 7.9 6541 1436
MEewmo: Corporate equities not included above
51 Total net issues ... ... .. . 21.2 -3.3 3.6 66.3 | —-33.6 32.9 81.9 50.7 | —41.2 | -25.9 25.7 40.1
52 Mutual fund shares 4.5 6.0 16.8 31.5 37.1 | 105.3 353 | 27.7 39.0 353 9.0 118.6
53 Other equities 16.8 -9.3 16.8 481 -70.7 | -724 46.6 23.0 —80.21 -61.2] -66.3 | ~78.4
54 Acquisitions by financial institutions .. . 249 20.9 36.9 56.7 10.3 43.8 %41 369 2.1 18.5 6.7 23.9
55 Other net purchases ...................cooiiiioion, -3.6 | —24.3 -33 9.6 ~43.9| -109 5.5 13.7 ~43.4 | —445| -350 16.2

NOTES BY LINE NUMBER,
. Line I of table 1.57.
2. Sum of lines 3-6 or 7-10.
?. Includes farm and commercial mortgages.
1

issues of federally related mortgage pool securities.

13. Line 1 less line 2 plus line 11 and 12. Also line 20 less line 27 plus line 33. Also

sum of lines 28 and 47 less lines 40 and 46.
18. Includes farm and commercial mortgages.
. Line 39 less lines 40 and 46.

. Foreign deposits at commercial banks,

. Credit market funds raised by federally sponsored credit agencies, and net

. Excludes equity issues and investment company shares. Includes line 19,
k ank borrowings from foreign
branches, and liabilities of foreign banking agencies to foreign affiliates, less

claims on foreign affiliates and deposits by banking in foreign banks.

. Demand deposits and note balances at commercial banks.

31. Excludes net investment of these reserves in corporate equities.

32. Mainly retained earnings and aet miscellaneous liabilities.

33, Line 13 less line 20 plus line 27.

34-38. Lines 14-18 less amounts acquired by private finance plus amounts
borrowed by private finance. Line 38 includes mortgages.

40. Mainly an offset to line 9.

47. Lines 33 plus 39, or line 13 less line 28 pius 40 and 46.

48. Line 2line 1.

49. Line 20/ine 13.

50. Sum of lines 10 and 29.

51, 53. Includes issues by financial institutions.

NoTE. Full statements {or sectors and transaction types in flows and in amounts
outstanding may be obtained from Flow of Funds Section, Division of Research
an%S&atﬁislics, Board of Governors of the Federal Reserve System, Washington,
D.C. 20551,
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2.10 NONFINANCIAL BUSINESS ACTIVITY Selected Measures'

1977 = 100; monthly and quarterly data are seasonally adjusted. Exceptions noted.
1985 1986
Measure 1983 1984 1985
Sept Oct. Nov. Dec. Jan.r Feb.r Mar.” Apr.” May
1 Industrial production.................... 109.2 121.8 124.5 125.1 124.4 125.4 126.4 126.7 125.6 124.4 125.0 124.2
Market groupings

2 Products, total .................... ... 113.9 127.1 131.7 133.1 131.8 133.5 134.1 134.4 133.1 131.8 132.6 131.8

3 Final, total ..... 114.7 127.8 132.0 133.3 131.9 133.7 134.4 134.4 132.8 131.3 132.2 131.2
4 Consumer goods 109.3 118.2 120.7 121.8 120.8 122.7 124.2 123.9 123.2 122.t 123.6 123.0
5 Equipment ... 1207 140.5 147.1 148.6 146.6 148.3 147.9 148.4 145.5 143.4 143.6 142,
6 Intermediate................... ... 1112 124.9 130.6 132.3 131.5 132.7 132.9 134.4 134.1 133.7 134.0 133.8
7 Materials. ... 102.8 114.6 114.7 114.2 114.2 114.3 115.9 116.2 115.4 143 114.6 113.9

Industry groupings
8 Manufacturing ......................... 110.2 123.9 127.4 127.7 127.2 128.4 129.1 129.8 128.8 127.8 128.6 127.9
Capacity utilization (percent)?

9 Manufacturing ................0 74.0 80.8 80.3 80.1 79.6 80.2 80.4 80.7 79.8 78.9 79.4 78.8
10 Industrial materials industries.......... 75.3 82.3 80.2 79.5 79.3 79.2 80.1 80.2 79.6 78.8 78.9 78.3
11 Construction contracts (1977 = 1003 . .. .. 138.0 150.0 161.0 167.0 168.0 162.0 162.0 146.0 162.0 149.0 176.0 160.0
12 Nonagricultural employment, totalé. ... .. 109.471 11457 11851 H9.0v| 11947 1196/ 11997 1204 120.6 120.6 121.0 121.2
13 Goods-producing, total................ 95.9 101.6" 102.9 102.17 102.3 102.47 102.6/ 103.1 1029 102.5 102.9 102.7
14 Manufacturing, total ................ 93.6 98.6" 98.7" 97.5 97.7 97.8 98.0r 98.0 98.0 97.8 97.8 97.6
5 Manufacturing, production-worker ... 88.¢/ 94,17 93.5" 92.17 92.4 92.57 92.7 92.7 92.6 92.4 92.4 92.2
16  Service-producing .................... HS.¢ 120.0- 125.0¢ 126.1" 126.5¢ 126.9 127.2¢ 127.6 128.0 128.2 128.6 129.0
17 Personal income, total .................. 176.47 193,67 204.9| 205.97 207.2r] 2083 210.57} 210.6 211.5 211.9 214.5 214.3
18 Wages and salary disbursements ... .... 168.6" 184.67 197.37 199.37 200.4" 201.67 203.57 203.9 204.7 205.7 206.0 206.4

anufacturing ............. 149.¢/ 164.6" 171.6" 171.8" 173.7 173.¢- 175.4" 175.1 174.3 175.1 174.4 174.4

20 Disposable personal inco 175.8 193.6 203.1 203.5 204.9 205.9 208.2 208.9 209.9 210.5 213.4 213.0

21 Retailsales (1977 = 100)® 162.0 179.0 19%0.6 198.4 190.6 191.6 194.0 194.8 194.5 193.7 194.4 194.3
Prices”

22 CONSUMET ... .uvvniivnininei oo 298.4 3111 322.2 324.5 325.5 326.6 327.4 328.4 327.5 326.0 3253 326.3

23 Producer finished goods............... 285.2 291.1 293.7 290.0 294.7 296.4 297.2 296.0 292.3 288.1 286.9 289.0

). A major revision of the industrial producuon index and the capacity
‘A Revision of the Index of

utilization rates was released in July 1985, See *

5. f:ascd on data in Survey of Current Business (U.S. Department of Com-
merce,

Industrial Production” and accompanying tables that contain revised indexes
(1977=100) through December 1984 in the FEDERAL RESERVE BULLETIN, vol. 71
(July 1985), pp. 487-501. The revised indexes for January through June 1985 were
shown in the September BULLETIN.

2. Ratios of indexes of production to indexes of capacity. Based on data from
Federal Reserve, McGraw-Hill Economics Department, Department of Com-
merce, and other sources.

3. Index of dollar value of lolal construction contracts, including residential,
nonresidential and heavy engineering, from McGraw-Hill Information Systems
Company, F. W. Dodge Division.

4, Based on data in Employment and Earnings (U.S. Department of Labor).
Series covers employees only, excluding personnel in the Armed Forces.

6. Based on Bureau of Ccnsus data puhhshcd in Survey of Current Business.
7 Dma without j as p in Monthly Labor Review.
dj d data for changes in the | price indexes may be obtained from
thc Bureau of Labor Statistics, U.S. Department of Labor.

Norte. 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 Yurvey
of Current Business.

Figures for industrial production for the last two months are preliminary and
estimated, respectively.
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2.11 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT
Thousands of persons; monthly data are seasonally adjusted. Exceptions noted.
1985 19867
Category 1983 1984 1985
Oct.’ Nov.r Dec.” Jan. Feb. Mar Apr May
HousenolLb SURVEY DATA
| Noninstitutiona! population! ............ .. 176,414 | 178,602 | 180,440 | 181,011 | 181,186 | 181,349 | 181,898 | 182,055 | 182,223 | 182,387 | 182,545
2 Labor force {including Armed Forces)! .. ... 113,749 ) 115,763y 117,695 | 118,355 | 118,376 ( 118,466 | 119,014 | 119,322 119,445 119,473 | 119,898
3  Civilian labor force. .................... 111,550 | 113,544 | 115,461 116,114 § 116,130 [ 116,229 [ 116,786 | 117,088 { 117,207 | 117,234 | 117,664
Employment
4 Nonagricultura! industries? .. 97,450 1 101,685 | 103,971 104,755 1 104,899 | 105,055 ) 105,655 | 105,465 | 105,503 | 105,670 | 105,950
s Agriculture.. .. ... 3,383 3,321 3,179 3,058 3,070 3,151 3,299 3,096 3,285 3,222 3,160
Unemploymeni
[ Number ..., 10,717 8,539 8.312 8,301 8,161 8,023 7,831 8,527 8,419 8,342 8,554
7 Rate (percent of civilian labor force) ... 9.6 1.5 7.2 7.1 7.0 6.9 6.7 7.3 7.2 7.1 7.3
8 NOUin JabOr fOrCe. . ... vvvvererereoinenn. 62,665 | 62,839 | 62,745 | 62,656 62,810 62,883 | 62884 | 62,733 62,778 | 62,914 | 62,647
ESTABLISHMENT SURVEY DATA
9 Nonagricultural payroll employmentd. ... ... 90,196 94,461 97,698 98,428 98,666 98,910 99,296 99,429 99,484 99,797 99,946
10 Manufacturing. ... 18,434 19,412 19,426 19,236 19,259 19,289 19,303 19,294 19,255 19,247 19,208
I Mining. ... 952 974 969 913 907 901 897 880 852 821 789
12 Contract construction . .... e 3,948 4,345 4,661 4,754 4,765 4,787 4,901 4,864 4,838 4,970 4,991
13 Transportation and public utilities. . ... ..... 4,954 5,171 5,300 5,200 5,272 5277 5,286 5,277 5,280 5,244 5,240
14 Trade. . ..o 20,881 22,134 23,195 23,34, 23,385 23,431 23,564 23,638 23,669 23,710 23,765
IS FINANCE. ..o oovt oot 468 5,682 5,924 6 038 6.070 6,095 6,123 6,157 6,184 6,231 6,259
16 Service .. ..o 19,694 20,761 2¢,929 22.313 22,418 22,501 22,585 22,638 22,707 22,854 22,953
17 Government. .. .......oovereicninensanans 15,869 15,984 16,295 16,575 16,593 16,629 16,637 16,681 16,699 16,720 16,741
1. Persons 16 years of age and over. Monthly figures, which are based on exclirde proprictors, self-employed persons, domestic servants, unpaid family

sample data, relate to the calendar week that contains the 12th day; annual data
are averages of monthly figures. By definition, seasonality does not exist in
population figures. Based on data from Employment and Earnings (U.S. Depart-
ment of Labor).

2. Includes self~employed, unpaid family, and domestic service workers.

3. Data inciude al’J fuli- and part-time employees who worked during, or
received pay for, the pay period that includes the 12th day of the month, and

workers, and members of the Armed Forces. Data are adjusted to the March 1984
benchmark and only seasonaily adjusted data are available at this time. Based on
data from Employment and Earnings (U.S. Department of Labor),

4. In addition to the revisions noted here, data for January through June 1985
have been revised as follows: Jan., 21,382; Feb., 21,480; Mar., 21,644: Apr.,
21,723; May, 21,813, and June, 21,856. These data were reported incorrectly in
the BULLETIN for November 1985 through March 1986.
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2.12 QOUTPUT, CAPACITY, AND CAPACITY UTILIZATION
Seasonally adjusted

1985 1986 1985 1986 1985 1986
Series
Q2 Q3 Q4 Qv Q2 Q3 Q4 Q1 Q2 Q3 Q4 QI
Output (1977 = 100) Capacity (percent of 1977 output) Utilization rate (percent)
1 Total industry. . ........................ 124.2 124.8 125.4 125.6 154.0 155.1 156.2 157.2 80.7 80.5 80.3 79.9
2MINING. ... 110.0 108.5 107.6 105.1 133.6 133.9 134.1 134.3 82.3 81.0 80.2 78.3
JUtltES .o e t13.6 1.4 113.7 3.6 134.5 135.4 136.3 136.9 84.4 82.3 83.4 82.9
4 Manufacturing . ........................ 126.6 127.6 128.2 128.8 157.7 158.9 160.2 161.3 80.3 80.3 80.0 79.8
5 Primary processing ............. R 108. 1 109.5 110.4 111.7 132.0 132.4 132.8 133.2 81.9 82.7 83.1 838
6 Advanced processing 137.9 138.6 139.0 139.1 173.2 174.9 176.7 178.3 79.6 79.2 78.7 78.0
TMaterdals ... 114.5 114.2 114.8 115.3 142.5 1434 144.3 145.0 8.4 9.6 .5 79.5
8 Durable goods ............ ... ..ol 121.4 120.7 121.4 121.6 157.4 158.9 160.5 161.6 771 76.0 75.6 75.3
9  Metal materials . 80.2 79.4 82.4 80.1 117.3 117.3 117.3 116.7 68.4 67.7 70.3 68.7
10 Nondurable goods ., .......... 111.2 113.7 113.8 115.9 137.8 138.2 138.7 139.1 80.7 82.2 82.0 833
11 Textile, paper, and chemical. 1.0 114.1 114.0 116.3 137.0 137.4 137.8 138.1 81.0 83.0 82.7 84.2
12 Paper.........o.ooiil o 121.8 123.8 124.5 128.1 136.2 136.3 136.5 136.8 89.4 90.8 91.2 93.6
13 Chemical .......................... 112.6 114.6 114.2 116.0 142.0 142.6 143.) 143.5 79.3 80.4 79.8 80.8
14 Energy materials ........... ... ..., 105.2 103.2 104.2 103.9 120.3 120.6 120.9 121.2 87.5 85.5 86.1 85.7
Previous cycle! Latest cycle? 1985 1985 1986
High Low High Low May Sept. Oct. Nov, Dec. Jan. Feb.’ Mar.” Apr.” May
Capacity utilization rate (percent)
15 Total industry ........ 88.6 72.1 86.9 69.5 80.6 80.5 798 80.3 80.7 80.8 79.9 79.0 79.2 78.6
t6 Mining .............. 92.8 87.8 95.2 76.9 82.2 81.0 80.9 79.7 80.0 80.0 78.4 76.5 75.8 74.2
17 Utilities ............. 95.6 82.9 88.5 78.0 84.5 814 82.7 823 85.3 83.8 82.1 82.9 83.2 83.4
{8 Manufacturing ....... 87.7 69.9 86.8 68.0 86.3 80.1 79.6 80.2 80.4 80.7 7.8 8.9 9.4 78.8
19 Primary processing ... 91.9 68.3 89.1 65.1 81.5 82.8 83.1 83.0 83.3 84.8 83.9 82.9 83.3 83.0
20 Advanced processing . 86.0 7.1 85.1 69.5 79.8 79.0 78.0 79.0 79.0 78.8 78.1 77.3 77.8 71.0
21 Materdals ............ 2.0 70.5 89.1 68.4 80.1 79.5 79.3 9.2 80.1 80.2 79.6 78.8 78.9 78.3
22 Durable goods ... ... 9.8 64.4 §9.8 60.9 76.6 75.4 75.2 75.8 75.8 76.4 75.2 74.2 74.0 73.3
23 Metal materials. . . .. 99.2 67.1 93.6 45.7 66.2 67.3 69.4 70.8 70.7 71.3 68.4 66.3 66.7 66.4
24 Nondurable goods . . .. 9i.1 66.7 88.1 70.6 80.8 82.9 81.9 81.5 82.7 83.5 83.7 82.8 83.2 83.3
25  Textile, paper, and
chemical....... 9.8 64.8 89.4 68.6 809 83.7 82.4 82.1 83.5 84.3 84.6 83.8 83.8 84.1
26 Paper ... . 98.4 70.6 97.3 79.9 88.8 90,7 88.8 90.1 94.7 94.8 93.7 92.3 9.2 na.
27 Chemical 2.5 64.4 87.9 63.3 79.5 81.2 80.5 78.8 80.1 81.1 80.9 80.5 80.4 n.a.
28 Energy materials ... .. 94.6 86.9 94.0 82.2 87.5 85.6 86.2 84.7 87.4 85.9 85.7 85.4 85.8 84.9
1. Monthly high 1973; monthly low 1975. NoTe. These data also appear in the Board's G.3 (402) release. For address, see

2. Monthly highs 1978 through [986; monthly jows 1982. inside front cover.
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value A
Monthly data are seasonally adjusted
1977
G ] pro. 1985 1985 1986
yrouping por- | ave.
tion May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb.” | Mar, | Apr.? | May¢
Index (1977 = 100)
MAIOR MARKET
| Total index ... .. 124.1 | 124.3 | 124.1 | 125.2 | 125.1 | 124.4 | 125.4 | 126.4 | 126.7 | 125.6 | 124.4 | 125.0 | 124,2
2 Products . . 1314 1 13L6 | 13061 133.0( 1331 131.8 {1335 | 134.1} 134.4) 133.1 ] 131,81 1326 ] 131.8
3 Finalproducts ................. X . 13171 1316 | 131.8 1 133.3 | 1333 | 131,91 1337 | 1344 | 1344 ) 1328 | 131.3 | 132.2 ] 131.2
4 Consumer goods ............. . . 3 120.0 | 120.4 ] 1200 ) 121.5 ] 121.8 ] 120.8 1 122.7 | 124.2 | 123.9 | 123.2 | 122.1 | 123.6 | 123.0
s Equipment ...................... 19.25 | 147.1 147.1 | 146.6 | 147.3 | 149.0 | 148.6 | 146.6 | 148.3 147.9 | 148.4 | 145.5 | 143.4 | 143.6 | 142.1
6 Intermediate products. .............. 12,94 | 130.6 | 1303 | 131,41 1307 132.0 | 13230 13151327 | 1329} 134.4 | 134.1 | 133.7| 134.0{ 133.8
7 Materials. ... 4228 t 114.7 P42 1 1143 ) 1138 | 1451 1421 11427 1143 1 11591 1162 1154} 1143 1 1146 1139
Consumer goods
8 Durable consumer goods .............. 6.89 | 1129 111.8 | 11200 1113 ] 1140 112.9] 111.4 1 1155 116.8 | 116.6 | 1163t 113.0 | 116.0 | 113.7
9 Automotive products ............... 2.98 | 115.1 113.6 | 1134 1150 1200 | 117.8 | 1129 {1168 | 116.6 | 117.0 | 1183 | 1123 | 118.2 | 1i4.1
10 Autos and trucks. . ........ . ...... 1,79 | H12.0 | 109.6 | 109.4 [ 113.7 | 1202 | 116.6 | 108.7 { 113.7 | 112.0 | 116.2 | 118.8 | 107.6 | 116.0 [ 109.6
11 Autos, consumer . .............. 1.16 [ 98.9 98.1 97.0 1 101.1 | 101.3 98.8 9.3 9.9 99.9( 103.6 ( 107.0 95.11 101.0 94.0
12 Trucks, consumer .............. .63 [ 136.3 130.9 | 132.3 | 137.2| 1554 | 149.7 | 139.1 { 148.6 | 134.5 | 139.5| 140.6 | 1306 | 143.9 | ... ..
13 Auto parts and allied goods. ... .... 119 [ 119.7 119.6 | 119.4 1 1168 | 1196 | 119.5 | 1193 | 121.4 | 123.4 | 118.2 | 117.7 | 119.5 ] 121.6 | 120.9
14 Home goods ....................... 391 | 1113 110.4 | 1109 108.4 | 109.5| 109.3 | 110.2 | 114.5 1169 ] 116.4 | 1148 | 113.6 | 1143} 1133
15 Apphances, A/Cand TV .. ... .... 1.24 | 129.5 | 1293 | 1315 | 1206 124.5| 123.7 | 126.3139.4 | 1454 | 1388 | 136.5| 1354 | 140.4 | 1374
16 Appliances and TV ............. 1,19 | 130.3 | 128.7 { 131.7 | 1232 1255 | 125.6 | 128.6 | 141.9 | 148.4 | 141.5| 139.1 | (379 142.t t .. ...
17 Carpeting and furniture ........... 96 | 1194 | 1169 119.6 1 12221 11951 1202 120.1 { 122.9 | 1189 122.3( 121.9( t184 | 117.8( ... ..
18 Miscellancous home goods .. ...... 1.71 | 93.6 93.1 | 912 91.21 930 927 929} 919 952 96.9| 9511 95.1| 93s5|.....
19 Nondurable consumer goods. . . 18.63 | 123.6 123.1 | 123.5 | 12341 1242 1250} 1243|1254 | 127.0 | 126.5| 125.7 1 1255 | 126.4 | 126.4
20 Consumer staples ........ 1529 [ 1294 1 129.01 129.6 | 129.3 | 130.3 | {31.0 | 130.1 | 130.0 | 133.0 | 132.2 | 131.7 | 131.5 | 132.5{ 132.6
21 Consumer foods and toba; .. 7.80 ) 129.7 | 128.9{ 130.5| 130.1 | 130.8 ] 131.5} 129.5]130.7 | 132.4 | 131.3{ 131.9 | 130.8{ 1314 ... .
2 Nonfood staples, ................. 7.491129.0 | 129.1 | 128.71 128.5| 129.77 (30.5} 130.6 | (3.2 | 133.6 | 133.1{ (31.5| 1323 133.6] 133.6
23 Consumer chemical products . ... 2.75 [ 147.5 147.3 | 14541 1454 | 149.1 [ 151.4{ 149.4 [ 152.4 [ 152.9| 153.8 | 155.6 | 155.2| 157.2] .....
24 Consumer paper products ....... 1.88 1 143.7 143.7 | 144.6 | 1449 1439 | 1447 | 1455|1457 | 148.0 | 144.4 | 141.7 | 1426 | 144.1 | .. ...
25 Consumer energy............... 2,86 11019 | 102.1 { 102.2 ] 101.5] 10L.8 ] 101.0{ 102.9]|101.4 | 105.6 | 105.8 § 102.1 | 103.5 | 104.0|.....
26 Consumer fuel ............... 1.44 | B8.5 90.2( 8881 89.2] 911 8581 90.2| 9%0.1 9231 939 914 910 93.0(.....
27 Residential utilities ........... 1421 ..... 1144 1159 | 1140 12,7 t16.5] 1158 [ 112.9 | 119.2} 117.8 | t13.0 | 1162 |..... | .....
Equipment
28 Business and defense equipment .. ... .. 18.01 { 147.8 147.9 | 1474 1479 | 149.7 | 149.4 | 147.5 | 149.7 149.4 1 150.3 | 1483 | 147.1 | 1482 | 147.1
29  Business equipment ................ 14.34 1 141.3 141.9  140.7 | 1413 | 143.0 | 1422 [ 139.6 | 141.7 | 141.4 | 142.9 | 141.1 [ 139.1 | 140.3 ] 138.8
30 Construction, mining, and farm .. .. 2,08 | 67.7 6741 61.71 68.6| 67.2| 67.0| 6591 68.2 6831 6771 653| 623 624 .....
3 Manufacturing . .................. 32711128 13,1 1119 135 | s | 1148 1117 [ 112.8 11281 113.1{ 114.1 ] 114.0 | 113.5| 112.5
kY] Power............ 1.27 | 83.6 82.8 84.1 85.6 84.5 8s.1 85.5| 84.7 87.1 84.5 83.4 82.0 82.9 82.4
KX} Commercial .. .. 52212193 | 2228 219.6 | 219.5 | 222.8 | 219.4 | 213.9§217.7 | 217.9| 219.2 | 216.4 | 215.6 | 215.7 | 214.6
kY] Transit..... ..o o 2.49 | 106.1 102,9 | 103.4 | 103.3 | 106.0 f 108.3 [ 109.7 | 111.2 107.7 | 1146 | 1114 | 105.0 ] 132.1 | 108.]
35 Defense and space equipment. .. .. ... 3.67 | 173.6 17121 173.4 1 173.9 | 17551 177.5 | 178.7 | 180.7 180.7 | 179.3 | 176.7 ] 178.5 | 179.0 | 179.3
Intermediate products
36 Construction supplies . ................ 595 | 119.0 T18.1 ] 1192 | 119.4 | 121.51 121.3 [ 120.0 | {26.9 1207 | 124.0 | 123.5 | 123.4 1 123.5 | 1233
37 Business supplies 6.99 | 140.5 140.7 | 1417 | 140.3 | 140.9 | 141.7 | 141.2 | 142.7 143.3 | 143.2 1 143.1 | 1426 | 1429 | ... ..
38 General business supplies ........... 5.67 | 1444 144.4 | 146.1 | 144.4 | 1451 | 145.4 | 144.8 | 146.7 1468 | 147.2 | 146.7 | 1463 | 147.2 | .. ...
39 Commercial energy products. ..., (3011237 ) 1246 0 12270 12271 1228 | 1257 1 1287 11253 | 12811 1259 | 127.5 1 1264 | 1242 | .. ..
Materials
40 Durable goods materials. .. ......... ... 20.50 | 121.8 120.7 | 1208 | 120.2 | (21.8 | 120.2 | 120.4 | 120.7 | 122.0 | 123.2 | 120.5 [ 120.0 | 1199 118.9
41  Durable consumer parts . . 4,92 1 100.7 | 100.1 98.71 983 1000 99.0| 100.2|101.6 | 101.5| 103.9 | 103.2 | 100.7 | 99.6| 98.7
42 Equipment parts . ... 594 | 159.0 157.8 | 157.3 | 157.0 | 158.7 | 156.5 | 154.0 ] 155.0 | 155.1 | 154.8 | 154.0 | 153.4 [ 154.1 | 151.9
43 Durable materials n. 9.64 | 109.7 108.2 | 109.6 | 108.6 1 110.2 | 108.7 | 109.9 | t1t.4 | 1123 | 113.7 | 110.9 [ 109.3 | 109.2 | 108.9
44 Basic metal materials ............. 4.64 | 848 82.0 85.0 82.5 85.1 82.8 85.8 | 87.6 88.5 87.5 83.4 81.1 8171 .....
45 Nondurable goods materials ........... 10.09 | 112.2 THL3 | 1158 ) 112,81 (I35 | 1147 | 113.4 | 113.0 | 1149 1161 | t16.4 | (1521 1159 HHe.i
46  Textile, paper, and chemical
materials .. ...l 7.53 | 112.4 110.9 | 11171 113.5 ] 113.8 | 1150 113.5{113.2 115.2{ 116.4 | 1168 | 1158 [ 1159 ] 116.3
47 Textile materials ........ 1.52 97.7 95.0 ( 97.3] 100.2 | 104.4 | 10437 101.2 | 104.4 | 102.3 ] 103.2 | 107.3 | 1059 | 106.4 | .. ...
48 Pulp and paper maierials . . 1.55 | 123.7 120.9 | 123.3 | 125.0| 122.8 | 123.7{ 121.1 [ 123.0 | 1293 | 129.5 | 1282} 1265 | 1265 ] .....
49 Chemical materials ............... 4.46 | 113.6 1129 ] 12,6 | 1140 | 113.8 | 1159 1150 [ 112.8 | 114.8 | 1163 | 116.1 | 1155 | 155 |.....
50  Miscellaneous nondurable materials .. 257|183 | 1125 112,01 1108 § 11271 13,5 (133 | (425 | 113.9 | {153 £15.2 [ 134 [ 1159 .....
51 Energy materials .. ................... 11.69 | 104.3 105.3 | 105.1 | 103.5 | 102.7 | 103.4 | 104.2 | 102.5 105.8 § 104.1{ 103.9 | 103.7 4 104.2 | 103.2
52 Primaryencrgy .............. ... 7.57 | 107.8 | 107.8 | 109.0 | 107.4 | 1064 | 106.8 | 108.2 | 106.7 | 109.0{ 106.8 | 107.6 [ 107.1 | 107.4 ... ..
53 Converted fuel materials ............ 4.12 | 97.9 100.6 98. 1§ 96.2 95.9 97.0 96.8 | 94.7 100.1 99.1 97.0 97.4 98.21.....
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value—Continued
1977 1985 9
Grouni SIC pro- | 1985 1986
Ping code | por- | avg.
tion May | June | July | Aug. |Sept. { Oct. | Nov. | Dec. | Jan. |Feb.r | Mar. | Apr.? | May*
Index (1977 = 100)
MaJOR INDUSTRY
1 Mining and utilities. . . . 111,31 111.6] 1054 109.11 110.3] 10997 108.91 1i0.8] 110.2| 108.0] 106.8| 106.4| 105.2
2 Mining. 109.8) 1106 108.71 108.3| 108.4] 108.4| 106.9| 107.4| 107.4( 1053 102.7| 101.8| 99.6
3 Utilities.,.... 11377 11341 1107 110.3] 113.21 12,4 112,2] 116.5] t14.6| 112.4] 113.6] 114.1] 114.5
4 Manufacturing........ 126,61 126.71 126.9] 128.2 127.7) 127.2) 128.4) 129.1] 129.8| 128.8 127.8{ 128.6] 127.9
S Nondurable .......... 124.7] 125.5| 125.6| 126.6| 126.9( 126.4( 127.3| 128.0| 129.1} 128.5| 128.0| 128.8] 128.9
6 Durable................ ... 12791 127.6} 127.9) 129.4} 12837 127.71 129.2] 129.9] 130.4] 129.0] 127.6] 128.4] 127.2
Mining
TMetal, ..o S . 7831 7.5 60.9| 731 71.4) 742 83| 743 755 77.2{ 78.1| 76.8{.....
8Coal........ovviinn it . S 128.7] 134.0( 128.0 127.7 126.3] 1301} 125.5( 128.0 130.6] 124.9| 123.5} 124.5{ .....
9 Qil and gas extraction R . 106.9| 106.9( 106.9| 105.5} 106.0| 104.8] 103.5! 104.4| 103.6] 101.4| 98.5] 97.1| 95.0
10 Stone and earth minerals........... 14 66 | 118.8] 118.7( 117.9) 116.6| 117.7] 119.3] 120.4] 119.0] 114.0] 117.1] 120.2| 1154 1161 .....
Nondurable manufactures
I Foods ......ooviiviviniin s, 0] 7961 131.0] 1314 131.8] 132.2 132.6( 132.5] 130.7| 131.4 132.6] 133.2| 133.8{ 133.0( 134.2}.....
12 Tobacco products......... 21 620, ... 9571 98.9] 9.0 97.7| 97.8}) 105.3] 104.5( 103.5 99.3| 97.9( 93.0|.....{.....
13 Textile mili products ... ... e 22 2291 102.5( 100.0f 103.3] 104.1) 106.3] 106.7| 104.9] 108.0] 106.3] 107.4} 110.4} 109.1} 109.7] .....
i4 Apparel products ................. 23] 279 101.8] 1003} 99.2] 100.6] 100.4] 101.8| 102.6| 103.9| 105.0] 105.8} 103.6| 104.0} 104.6] .. ...
15 Paper and products. ,.............. 261 3.5 12741 124,11 127.1} 129.0] 127.5} 128.6| 127.3| 128.2| 132.3{ 133.1] 132.1| 131.4| 132.0].....
16 Printing and publishing ............ 271 4.54 | 1553 155.4| 156.7| 154.3| 156.3| 156.2| 157.01 159.0} 158.4 158.9| 155.4| 156.7| 157.7| 158.3
17 Chemicals and products . e 281 BO0S5| 127.1) 126.7| 126.4] 126.4( 128.2( 129.0| 127.9] 128.0( 128.5| 130.5] 130.9| 130.7| 131.2].....
18 Petroleum products ... .. 29 240 86.7| 87.4f 87.1} 88.3] 88.2| 859! 87.7| 87.3| 88.7| 92.6| 88.4| 87.87 90.1] 90.9
19 Rubber and plastic products 30 2.80 | 147.0] 144.3| 145.5] 145.6| 148.0| 148.6] 148.7| 150.5| 150.0| 150.5| 150.7| 149.0] 148.4] ... ..
20 Leather and products........ 31 S3 7091 710 T7LS{ 722 727 723} Tid4| 72.1| 69.9] 6€7.5| 67.0| 654 64.5i.....
Durable manufactures
21 Lumber and products. . ............ 24| 230(..... 1122 113,51 113.0] 114.8] 1159} 116.5] 115.6] 116.5] 1199 1182 118.5[..... [ .....
22 Furniture and fixtures ....... 250 127 [ 142.0{ 142.0( [41.9] 14531 144.3| 143.2( 1419 144,11 142.1] 143.9( 145.4] 144.5| 1454 ... ..
23 Clay, glass, stone products......... 32} 2.72] 114.8] 1163} 116.1} 115.1] 116.2] 116.2] 115.6] 115.2] 1182 120.2) 118.8] 119.5) 1204 .., ..
24 Primary metals ................... 33| 533 80.6] 76.4| 783 79.0| 82.0| 80.3| 83.1 83.6( 81.7| 849 80.7| 77.3] 77.9| 713
25 lromandsteel .............. 331.2( 3.49| 70.7] 65.4| 67.6| 68.7| 71.6| 69.7| 74.4| 753| 72.0| 75.5| 69.9| 650 657|.....
26 Fabricated metal products 34| 646 107.8| 108.3f 107.4| 107.3| 107.8] 107.5( 108.41 107.9| 108.8| 109.3| 109.4| 108.0] 108.6] 107.1
27 Nonelectrical machinery . ... ... .. 35| 9541 146.6| 149.11 145.6| 147.5| 149.2| 146.5| 143.0{ 145.6| 146.0| 146.2} 144.6| 143.4| 142.6] 141.5
28 Electrical machinery .............. 36| 7.05] 169.3] 169.3] 169.5( 165.7| 166.1| 165.1] 165.1] 168.9[ 171.9] 167.9] 165.5| 165.6| 167.1] 165.5
29 Transporiation equipment.......... 377 94311232 120.9] 120.8] 123.7| 12681 126,21 124.5| 126.5| 126.8] 128.9| 128.1( 124.2| 127.0| 125.1
30 Motor vehicles and parts......... a7 5250 112.8] 110.5; 110.5] 112.8) 116.8| 115.3| 1117 114.5| 1154 117.8] 117.8]| 110.4] 114.7] 1104
31 Aerospace and miscellaneous
transportation equipment.. ... 372-6.9 1 3.871 137.51 134,91 137.1] 1385} 140.41 141.1] 14191 142.9] 142,31 144.01 14211 142.8] 143.8] 1450
32 Instruments ..., 381 266 139.9] 13991 140.7| 141.1] 141.8] 139.4] 139.8] 140.7| 140.6| 141.1] 141.8| 142.5| 142.7| 141.0
33 Miscellaneous manufactures. . ... ... 39 1.46 | 96.4] 983 96.8| 959] 972] 96.4] 959] 94.5] 96.3| 99.0] 98.] 97.2] 97.8).....
Utilities
34 Electric.. ... e 447 | 11950 119.5( 119.4] 117.5] 116.7] 120.6| 1i9.3| 118.7{ 124.4] 119.9| 118.5] 119.8] 120.7| .....
Gross value (billions of 1972 dollars, annual rates)
MAJOR MARKET
35 Products, total . .................. . ... 517.5 | 773.4] 774.4| 773.5| 769.0| 778.7| 777.9| 772.2{ 782.8| 783.3| 792.9| 786.3| 776.2| 785.4| 778.8
36 Final ... e 405.7 | 614.8] 616.2] 614.0} 610.1} 618.6] 617.8| 613.0| 622.4| 622.1| 629.2| 623.7] 614.0| 623.3] 617.0
37 Consumer goods . 272.7 1 364.8| 365.1 364.0! 361,71 366.2( 365.6| 363.8| 370.5{ 373.6{ 375.0( 373.9| 369.9| 377.2| 373.7
38  Equipment...... 133.0 | 250.11 250.8 251.0( 250.3| 252.4) 252.2| 249.3| 251.9| 248.5| 254.1| 249.8| 244.0| 246.2| 243.2
39 Intermediate. . .................... 1119 | 158.6| 158.3] 159.7| 160.4}] 160.1{ 160.1| [59.2}] 160.4| 161.2| 163.7| 162.6| 162.3| 162.0| 161.8
A A major revision of the industrial production index and the capacity (July 1985), pp. 487-501. The revised indexes for January through June 1985 were

utilization rates was released in July 1985. See A Revision of the Index of
Industrial Production’’ and accompanying tables that contain revised indexes
(1977=100) through December 1984 in the FEDERAL RESERVE BULLETIN, vol. 71

shown in the September BULLETIN.
NoTE. These data also appear in the Board's G.12.3 (414) release. For address,
see inside front cover.
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2.14 HOUSING AND CONSTRUCTION
Monthly figures are at seasonally adjusted annual rates except as noted.
1985 1986
Item 1983 1984 1985
July Aug. Sept. Oct. Nov. Dec. Jan. Feb.” | Mar.” | Apr.
Private residential real estate activity (thousands of units)
New Unrts
1 Permits authorized ..................... 1,605 1,682 1,733 1,709 1,782 1,846 1,703 1,668 1,839 1,861 1,808 1.834 1,885
2 o 902 922 957 9%6| 990 956 984 932 963 1,060 1,033 1,043 1,139
3 2-or-morefamily..................... 703 759 77 748 792 890 719 736 876 801 775 791 746
4 Started ..o e 1,703 | 1,749 | 1,742 | 1,673 1,737 1,653 | 1,784 | 1,654 | 1,882 2,034| 2001 | 1,960 | 2,039
] -famlly ..... 1,067 1,084 1,072 1.068 1,071 1,006 1,118 1,006 1,098 1,335 1,202 1.221 1,262
6  2-or-more-fam y 635 665 669 605 666 647 666 648 784 699 799 739 777
7 Under construction, end of period!. ... ... 1,003 1,051 1,063 1,071 1,079 1,065 1,089 1,087 1,088 1,094 LI 1100 1,134
8 I-family.................... ... . 524 556 539 577 582 568 578 570 561 571 S81 574 588
9 2-or-more-family ............ .. 479 494 524 494 499 496 512 517 528 522 529 527 546
10 Completed ..................0 it 1,390 1,652 1,703 1,722 1,720 1,778 1,541 1,721 1,762 1,778 1,725 1,813 1,688
1 .fﬁmny | Te2a | wo2s | 1072 042 | 1032 00| 1072 | 1,005 | sl | 1.075] 103 | 1157 | 1129
12 2-or-morefamily ..................... 466 627 631 680 688 678 469 626 621 703 687 656 559
13 Mobile homes shipped.................. 296 296 284 285 286 283 291 287 285 280 266 240 249
Merchant builder activity in 1-family units
14 Numbersold .................... ..., 622 639 688 745 708 681 637 2 729 735 740 7 893 862
15 Number for sale, end of period’ ......... 304 358 350 351 348 350 353 353 349 352 54 r 340 336
Price (thousands of dollars)?
Median
16 Unitssold......................coot. 75.5 80.0 R4.3 82.1 83.3 84.6 85.4 87.2 87.9 86.6 89.3 7 88.7 92.9
Average
17 Unitssold........................... 89.9 97.5 101.0 99.4 99.2 102.6 102.7 104.1 106.1 104.1 10597 109.4 113.0
ExisTING UniTs (t-family)
18 Numbersold ........................ .. 2,719 2,868 3,217 3,170 3,430 3,480 3,530 3,450 3,520 3,200 3,270 | 3,200 3,570
Price of units sold (thousands of dollars)?
19 Median ................o 69.8 723 75.4 76.7 77.2 75.9 75.2 74.9 75.5 77.1 77.4 798 80.2
20 Average .. ... 82.5 85.9 90.6 92.7 93.2 9.4 91.2 90.3 91.8 93.0 91.1 96.8 9.1
Value of new construction? (millions of dollars)
CONSTRUCTION
21 Total putinpluce .............. ... ... 268,730 {312,989 [342,363 (344,206 |343,246 346,084 |344,502 {343,847 |351,669 | 355,063 | 358,844 (353,873 | 356,733
22 Private ... ... ..o 218,016 257,802 [280,023 279,521 |279.371 |282,505 (282,115 (281,284 |286.914 | 286,701 [ 290,230 |284 841 {287,322
23 Residential .......... 121,309 145,058 |148,250 148,699 |146,858 (148,915 [150,873 [149,670 [150,6%0 1151,716 | 155,220 |155,500 | 159,584
24 Nonresidential, total 96,707 [112,744 |131,773 (130,822 [132,513 [133,590 |131,242 |131,614 136,224 | 134,985 [ 135,010 (129,341 [127,738
Buiidings
25 Industrial ... ... o 12,863 | 13,746 | (5,767 | 15,384 | (5,118 | 15,567 | 15,630 | 16,271 | 17,357 | 15,748} 16,307 | 13,760 | 14,229
26 Commercial . .| 35,787 | 48,102 | 60,050 | 57,956 ) 59,910 | 61,227 | 60,740 | 61,101 | 64,496 | 64,340 | 63,205 | 60,949 | 59,392
27 Other. . ................ 11,660 | 12,298 | 12,406 | 12,578 | 12,957 | 12,769 | 12,250 | 12,495 | 12,048 | 12,448 | 12,773 | 12,825 12,714
28 Public utilities and other 36,397 | 38,598 | 43,550 | 44,904 | 44,528 | 44,027 | 42,622 | 41,747 | 42,323 | 42,449 42,725 | 41,807 | 4),403
29 Public .............. 50,715 | 55,186 | 62,342 | 64,686 | 63,875 § 63,580 | 62,387 | 62,563 | 64,755 | 68,361 [ 68,614 | 69,032 | 69,411
30 Military. . 2,544 2,839 3,152 3,364 2, 3,008 3,086 3,040 3452 3,765 4,108 3,294 3,619
31 Highway...................... 14,143 1 16,295 | 19,951 [ 19,589 { 20,224 | 19,585 | 19,193 | 19,826 | 20,827 | 22,020 | 21,960 | 22,884 | 22,203
32 Conservation and development .. .. 4,822 4,656 4,959 5,075 4,824 5,254 4,892 5,176 4,978 5,620 4,404 | 4,616 4,818
33 Other. ... oo 29,206 | 31,396 | 34,280 { 36,658 { 35861 | 35,733 | 35216 | 34,521 { 35,498 [ 36,956 | 38,145 [ 38,238 | 38,77t

. Not at annual rates.

2. Not seasonaily adjusted.

3. Value of new construction data in recent periods may nol be strictly
comparable with data in prior periods because of changes by the Bureau of the
Census in its estimating lcchmgucs For a description of these changes see
Construction Reports {C-30-76-5), issued by the Bureau in July 1976.

Notk. Census Bureau estimates for all series except (a) mobile homes, which
are private, domestic shipments as reported by the Manufactured Housing
Institute and seasonaily adjusted by the Census Bureau, and (b) sales and prices of
existing units. which are published by the National Association of Realtors. Al
back and current figures are available from originating agency. Permit authoriza-
nor;‘s lugrt: those reported to the Census Bureau from 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

Change from {2 Change from 3 months earlier .

months earlier (at annual rate) Change from 1 month earlier Index

level

Item May

1985 1986 1986 1986

1985 1986 (1967
May May = 100)!

June Sept. Dec. Mar Jan. Feb Mar. Apr. May
CONSUMER PRICES?
1 AlMems ... 37 1.6 33 24 53 -1.9 3 -4 -4 -3 2 326.3
2F00d ...vi s 2.5 2.6 .6 2.1 5.9 -1.4 2 -7 B 3 4 317.0
3 Energy iems ..o.ov.iiiii i 131 -148 6.9 -3.2 33 | -342 B -38 —6.5 -5.8 3 367.6
4 All items less food and energy .. ......... 4.5 4.0 35 34 5.4 4.1 4 2 4 4 B 325.3
S Commodilies ... .....o.oviiiiiiiiin 2.8 1.0 -.9 1.1 3.6 3 3 -1 ~.1 -1 -.1 262.2
6 SEIVICES....vvuiiiii 5.5 5.8 6.2 4.8 6.5 6.5 5 4 .6 7 2 394.5
PRODUCER PRICES
7 Finished goods................ ... 1.0 -1.7 2.2 -2.4 9.2 | ~124 -7 ~1.5 =11 -6 6 289.0
8 Consumerfoods...................... ~.8 2.0 -5.7 -2.9 16.0 -7.4 -6 -1.6 3 . 1.1 274.9
9 ConSumer €nergy .............c....... -22 | -286 2471 -11.3 20.7 { —67.6 ~4.4c -89 -134 -8.4 2.7 532.7
10 Other consumer goods ................ 2.4 2.5 1.9 0 4.4 2.9 0 -1 8 2 2 257.7
11 Capital equipment .................... 2.2 1.8 1.5 -9 5.6 N -.2 .1 3 3 1 305.8
12 Intermediate materials? .......... ... ..., .3 -4.3 6 -1.3 2.5 -9 -5 -14 —13 ~1.0 -3 312.5
13 Excludingenergy..................... 7 -6 8 -7 .0 ~1.2 —-.1 —-.3r .0 -3 0 304.0
Crude materials

14 Foods. . =113 =3.1 - 16.7 ~20.6 47.0 —~25.2 ~2.57 -3.7 -{.0 ~-3.1 4.1 228.9
15  Energy. -33 —24.9 4.4 -5.9 —4.0 -50.1 —~.4r ~1.3 -8.9 ~7.7 2 571.6
16 Other ~9.2 ~1.2 -7.8 ~4.4 1.5 -3.7 4 -3.8" 2.6 1.2 2 249.3

1. Not seasonally adjusted,

2. Figures for consumer prices are those for ail urban consumers and reflect a
rental equivalence measure of homeownership after 1982,

3. Excludes intermediate materials for food manufacturing and manufaciured

animal feeds.
Sourck. Bureau of Labor Statistics,
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2.16 GROSS NATIONAL PRODUCT AND INCOME

Billions of current dollars except as noted; quarterly data are at seasonally adjusted annual rates.
1985 1986
Account 1983 1984 1985
Ql Q2 Q3 Q4 Qv
Gross NATIONAL PropucT
I 7 3,401.6 3,774.7 3,988.5 3,917.5 3,960.6 4,056.9 4,059.3 4,115.7
By source . .
2 Personal consumption expenditures ............ ... ... . 2,229.3 2,423.0 2,582.3 2,525.0 2,563.3 2,606.1 2,634.8 2,668.2
3 Durablegoods................. 289.6 331.1 361.5 351.5 356.5 376.0 362.0 363.1
4 Nondurable goods. .. 817.0 872.4 912.2 895.7 910.2 914.5 928.3 935.6
S SEIVICES « .o 1,122.7 1,219.6 1,308.6 1,277.8 1,296.6 1,315.6 1,344.6 1,369.5
6 Gross private domestic investment 501.9 674.0 669.3 657.6 672.8 666.1 680.7 7.2
7  Fixed investment .......... 508.3 607.0 661.8 639.1 657.3 665.9 685.0 677.3
8 Nonresidential . . 356.3 4279 476.2 459.6 474.2 478.5 492.5 479.1
9 Structures................. . 126.1 147.6 170.2 166.1 169.7 170.4 174.5 169.1
10 Producers’ durable equipment . . 230.2 280.2 306.0 293.5 304.5 308.1 318.0 309.9
11 Residential structures. . ............... ... ... .. .. 152.0 179.1 185.6 179.4 183.1 187.4 192.5 198.2
12 Change in business inventories ............................ ~6.4 67.1 7.5 I8.5 15.5 2 -4.3 399
13 Nonfarm ... ..o 8 58.0 1.8 14.2 10.8 3.1 19.0 40.7
-5.3 —59.2 -78.5 —42.3 -70.3 ~87.8 —-1134 —105.8
. 354.1 384.6 369.9 379.6 369.2 363.2 367.8 374.4
359.4 443.8 448.4 421.9 439.5 451.0 481.2 480.2
17 Government purchases of goods and services. ... ... ... ... §75.1 736.8 815.4 M2 794 .4 832.5 857.2 8316.2
18 Federal ...... ..o 284.8 3129 355.4 3344 337.8 364.8 384.7 357.1
19 State and local 390.9 4239 .0 4428 457.1 467.7 472.5 479.0
By major type of product
20 Final sales, total ........ ... .. ... . . 3,408.0 3,707.6 3,981.1 3.899.0 3,945.0 4,016.7 4,063.6 4,075.7
28 Goods....ooon i 1,394.7 1,585.9 1,639.3 1,628.3 1,636.1 1,650.7 1,642.2 1,668.6
2 Durable. .. .. . 572.3 679.5 709.2 706.2 705.9 714.8 710.0 709.8
23 Nondurable . 822.4 906.3 930.1 922.1 930.2 935.9 932.2 958.8
24 Services .. 1,678.0 1.806.6 1,930.5 1,887.6 1,908.2 1,9399 1,986.4 2,014.5
25 SIUCIUIIES . ..o 328.9 382.2 418.6 401.5 416.3 426.2 430.6 4325
26 Change in business inventories ..................... ... ... -6.4 67.1 1.5 18.5 15.5 2 —43 39.9
27 Durable goods . -8 37.0 64 16.9 1.8 —6.4 13.4 28.7
28 Nondurable goods......... ... ... -5.5 30.1 1.0 1.6 13.7 6.6 -17.7 11.2
29 Memo: Total GNP in 1982 dollars .. ........................ .. 3,2717.7 3,492.0 3,570.0 3,547.8 3,557.4 3,584.1 3,590.8 3.616.9
NATIONAL INCOME

30 Total ... 2,718.3 3,039.3 3,211.3 3,158.3 3,192.2 3,228.0 3,269.9 3,314
3t Compensation of employees .. 2,025.9 2,221.3 2,372.5 2,320.4 2,356.9 2,185.2 2,427.5 2,463.1
32 Wages and salaries................, e 1,675.4 1,835.2 1,960.3 1,917.7 1,947.6 1,970.1 2,005.8 2,035.4
33 Government and government enterprises. . 324.2 346.1 370.8 362.6 367.4 372.6 379.7 384.9
34 Other. ... 1.351.6 1,488.9 1,589.7 1,5585.1 1.580.2 1,597.5 1,626.1 1,650.5
35 Supplement to wages and salaries ... ... ... 350.5 386.2 412.2 4027 409.4 4151 4217 427.7
36 Employcr contributions for social insurance .. 171.0 192.8 205.8 201.8 204.6 206.7 210.2 2134
37 Other Tabor income. . ............... .o 179.5 193.4 206.4 200.9 204.8 208.4 211.8 2143
38 Proprietors’ income’ ... 192.3 233.7 242.2 239.4 240.9 237.5 250.9 250.6
39 Business and professional! .. 178.0 201.6 2210 2129 218.1 2253 276 235.4
40 Farm! ... 14.3 32.1 21.2 26.5 2.8 12.2 23.3 15.8
4] Rental income of persons? .. ... ... ... . .. e 12.8 10.8 13.8 110 13.8 14.5 15.9 19.7
42 Corporate profits! ... ... 213.8 273.3 295.5 281.7 288.1 309.1 303.1 313.7
43 Profits before tax®.. .. P .. 205.0 237.6 225.3 220.0 218.7 228.6 2338 216.6
44 Inventory valuation adjustment . . . . -10.0 -5.4 ~.6 7 2.2 4.7 -10.1 18.0
45 Capital consumption adjustment ................... ... ..... 18.8 41.0 70.9 61.1 67.2 75.9 79.4 79.0
46 NELINEresl ..ottt e e e s 273.6 300.2 287.4 302.9 292.4 281.8 272.6 267.8

1. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

3. For after—tax profits, dividends, and the like, see table 1.48.
SOURCE. Survey of Current Business (Department of Commerce).
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2.17 PERSONAL INCOME AND SAVING
Billions of current dollars; quarterly data are at seasonally adjusted annual rates. Exceptions noted.

1985 1986
Account 1943 1984 1985
Q! Q2 Q3 Q4 QI
PERSONAL INCOME AND SAVING
1 Total personal income. ........... ... ..o 2,834 31119 3,293.5 3,240.9 3,280.1 3,298.5 3,383 3,397.5
2 Wage and salary disbursements.......... ... ... ... oo 1,675.8 1,834.9 1,960.5 1,917.6 1,948.6 1,970.1 2,005.8 2,035.4
3 Commodity —producing industries 523.0 5779 607.3 600. 1 604.7 607.6 616.9 620.4
4 Manufacturing............. 397.4 438.9 457.6 453.5 454.9 457.2 464.7 466.3
5 Distributive industries . 404.2 441.6 468.8 459.8 467.4 471.2 476.8 482.9
6 Service industries .......... .. ... e . 424.4 469.4 513.6 495.2 508.1 518.7 532.4 347.2
7  Government and government enterprises. . .................. 3242 346.1 370.8 362.5 368.4 372.6 379.7 384.9
8 Other laborincome.. ... i 179.5 193.4 206.4 200.9 204.8 208.4 211.5 214.3
9 Proprietors’ income' ....... 192.3 233.7 242.2 239.4 240.9 237.5 250.9 250.6
16 Business and professional! 178.0 201.6 221.0 2§29 218.1 2253 227.6 235.1
1t Farm' ... 143 32.1 21.2 26.5 22.8 12.2 233 15.5
12 Rental income of persons? 12.8 10.8 13.8 11.0 13.8 14.5 15.9 19.7
13 Dividends.............. 68.0 74.6 78.9 71.9 78.7 79.1 79.8 82.1
14 Personal interest income . 385.7 442.2 456.3 462.8 460.5 450.6 451.4 450.2
15 Transfer payments ......... SRR R T L L T 442.2 454.7 484.5 477.6 481.0 488.1 451.2 502.6
16 Old—age survivors, disability, and health insurance benefits. .. 221.7 235.7 253.4 249.2 250.7 256.5 257.1 264.3
17 LEss: Personal contributions for social insurance ............ 119.8 i32.4 149.1 146.3 148.3 149.7 152.0 157.5
18 EQUALS: Personal income ..o i, 2,836.4 3,111.9 3,293.5 3,240.9 3,280.1 3,298.5 3,354.3 3,397.5
19  LEss: Personal tax and nontax payments.................... 411.1 441.8 492.7 501.7 462.4 498.2 508.5 504.1
20 Equas: Disposable personal income. ........................ 2,425.4 2,670.2 2,800.8 2,739.2 2,817.7 2,800.2 2,845.9 2,893.4
21 Less: Personal outlays. ... oo 2,292.2 2,497.7 2,671.8 2,608.4 2,650.6 2,697.6 2,730.6 2,767.4
22 Equats: Personal saving. ... 133.2 172.5 129.0 1309 167.2 102.6 115.2 126.0
MeMmo
Per capita (1982 dollars)
23 Gross national product. ... .. e 13,957.87| 14,730.0¢| 14,917.47| 14,877.47| 14,885.47| 14,958.37| 14,949.27| 15,026.5
24 Personal consumption expenditures .. 9,138.1" 9,448.47 9,665.0/ 9,597.0¢ 9,638.7" 9,722.6¢/ 9,701.9 9,772.7
25  Disposable personal income ......... .. 9.942.0 10,412.0 10,483.0 10,411.0 10,595.0 10,447.0 10,479.0 10,597.0
26 Saving rate (PEFCENT) ... ..ottt 5.5 6.5 4.6 4.8 59 37 4. 4.
GRross SAVING
27 GroO8S SAVINE . .. ...t 469.8 584.5 553.4 578.3 571.7 537.3 526.1 578.7
28 Gross Private SAVINE. . .. oottt 600.6 693.0 694.3 677.7 723.6 681.8 654.2 723.0
29 Personal saving . .......... . 133.2 172.5 129.0 130.9 167.2 102.6 115.2 126.0
30 Undistributed corpol 67.9 101.6 126.9 116.3 122.6 137.8 131.0 146.4
31 Corporate inventory valuati -10.0 -5.4 -6 7 2.2 4.7 ~10.1 18.0
Capital consumption aflowances
32 COTPOIAtE .. oot e e 245.0 256.6 269.2 264.3 266.8 270.9 274.8 277.2
33 Noncorporate .................. . 154.6 162.3 169.2 166.3 167.0 170.5 173.2 173.3
34 Wage accruals less disbursements .0 .0 0 .0 0 0 .0 .0
35 Government surplus, or deficit (—), national income and
product accounts -130.8 —108.5 —141.0 —99.4 —-151.9 ~144.5 —168.0 —144.3
36 Federal .. -179.4 -172.9 -200.0 -162.6 -209.1 -201.3 -226.9 -208.8
37 Stateand local.......... . e 48.6 64.4 59.0 63.2 57.3 56.9 58.8 64.5
38 Capital grants received by the United States, net ............ .. 0 .0 .0 0 0 .0 0 0
39 Grossinvestment ... ... .. ... i 469.2 583.0 554.0 580.8 567.0 539.9 528.2 575.8
40 Gross private domestic ...l 501.9 674.0 669.3 657.6 672.8 666.1 680.7 7.2
4] NetfOreign. . ... ~32.7 -91.0 —115.3 -76.8 -105.8 -126.2 ~152.5 -141.4
42 Statistical dISCPEPANCY . ... oot -.6 -1.5 .6 2.5 -4.7 2.5 2.1 -2.9
1. With inventory valuation and capital consumption adjustments. SOURCE. Survey of Current Business (Department of Commerce).

2. With capital consumption adjustment.
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3.10 U.S. INTERNATIONAL TRANSACTIONS Summary
Millions of dollars; quarterly data are seasonally adjusted except as noted.
19857 1986
item credits or debits 1983”7 19847 19857
Ql [87] Q3 Q4 Qi»
1 Balance on current account . ... . . —46,605 — 106,466 —117,676 -26,112 -29.417 —28,4551 —33,695 | ~33,668
2 Notseasonally adjusted. . ...............oooon ] e | e —23,529 ~-30,363 ~32,275| -31,510 | —30,695
3 Merchandise trade balance? .. .............. . —67,080 -112,522 ~124,439 —25,045 -30,367 -31,675( -37,352 | —36,585
4 Merchandise exports ... . 201,820 219,900 214,424 55,324 53,875 52,498 52,727 53,548
S Merchandise imports . .. 268,900 —332,422| —338,863 —-80,369 —84,242 -84,173] -90,079 { —-90,133
6  Military transactions, net . =370 —1,827 ~2.917 —246 =729 -619 -1,322 ~945
7 Investment income, net? . 24,841 18,751 25,187 2,219 5,449 8,262 9,255 6,820
8  Other service transactions, pet......................... 5,484 1,288 —524 -240 312 —-422 -32 ~73
9 Remittances, pensions, and other transfers . .. -3,194 ~3,621 -3,787 ~1,056 —88] -914 -937 —968
10 U.S. government grants (excluding military). . ~6,286 -8,536 -11,196 -2,224 -2.577 —-3,087 -3,307 -2,063
11 Change in U.S, government assets, other than official
reserve assets, net (increase, =) ..................... —5,005 ~5,523 ~2,824 —807 —-1,085 —422 - 540 ~146
12 Change in U.S. official reserve assets (increase, =) ........ - 1,196 -3,130 ~3,858 -233 —-356 -121 -3,147 -t1s
13 Ol . 0 0 0 0 0 0 0 0
14 Special drawing rights (SDRs) .. .. .......o...o.. —66 ~979 ~897 —-264 -180 ~264 -189 -274
15 Reserve position in International Monetary Fund . . —~4,434 —995 908 281 7 388 168 344
16  Foreign currencies ............. ..o 3,304 ~1,156 ~3,869 —250 —248 —245 -3,126 — 185
17 Change in U.S, private assets abroad (increase, —)'..... ... —43,821 - 14,987 —25,755 530 —1,382 —-5,3241 -19,579 -8.416
18  Bank-reported claims. . .... —-29,928 —11,127 ~691 335 3,450 4, —8,485 7,842
19 Nonbank-reported claims ............. —6,513 5,081 1,665 1,058 1,706 -1,517 418 n.a.
20 U.S. purchase of foreign securities, net . . -7,007 5,082 -7,977 -2,577 ~2,325 -1,664 —1.411 -6,138
21 U.S. direct investments abroad, net® .. ... ... ... ... .. ~373 -3.859 —18,752 1714 ~4,213 —~6,1521 —10,101 | —~10,120
22 Change in foreign ofticial assets in the United States
(increase, +) ..... 5,968 3,037 -1,324 11,066 8,486 2,577 -1,322 2,510
23 U.S. Treasury securities . 6,972 4,690 —546 7,174 8,685 —81 -1,976 —-3,256
24 Other U.S. government obligations. —476 13 —295 —306 136 46 -171 ~177
25 Other U.S, government liabilities*, . 728 436 483 —445 606 58 263 192
26 Other U.S. liabilities reported by U 545 555 522 —-3,025 - 107 2,932 722 -1,124
27 Other foreign official assetsS. ... ... —1,798 -2,657 —1,488 —~116 —834 ~378 - 160 363
28 Change in foreign private assets in the United States
(ncrease, +)V. ... 79,528 99,730 128,431 25,313 16,872 33,088 53,158 36,974
29  U.S. bank-reported liabilities . . .. 50,342 33,849 40,387 12,078 606 7,276 20,427 8,582
30 U.S. nonbank-reported liabilities ... ........... —118 4,704 ~1,1712 ~-2,156 - 1,837 589 2,232 n.a.
31 Foreign private purchases of U.S. Treasury securities, net 8,721 23,059 20,500 2,217 5,123 7,484 5,676 8,311
32 Foreign purchases of other U.S. securities, net . ......... 8,636 12,759 50,859 9,567 7,223 11,628 22,441 18,793
33 Foreign direct investments in the United States, net’ ... .. 11.947 25,359 17.857 3,607 5,757 6,1} 2,382 1,288
34 Allocation of SDRs. ... i 0 0 0 0 0 0 0
35 Discrepancy ... .. 11,130 27,338 23,006 12,378 6,852 ~1,343 5,128 2,861
36 Owing to season ustments PR e P TN 1,094 -1,174 ~3,687 3.7 1,535
37  Statistical discrepancy in recorded data before seasonal
Aadjustment ... ... i 11,130 27,338 23,006 11,282 8,026 2,344 1,354 1,326
MEMO
Changes in official assets
38 U.S. official reserve assets (increase, —)................ —1,196 ~3,130 --3,858 -233 -356 —12t -3,147 -115
39 Foreign official assets in the United States
(INCTEASE, ) oottt it 5.243 2,601 —1,807 -10,621 7,880 2,519 1,585 2,318
40 Change in Organization of Petroleum Exporting Countries
official assets in the United States (part of line 22
above) ... —8.283 -4,304 —6,599 -1,923 ~1,843 -1,831 - 1,002 1,395
41 Transfers under military grant programs (excluded from
lines 4, 6, and 10 above) ......... ... ... ..o 194 190 64 10 12 15 28 20

2. Data are on an international accounts (1A) basis. Differs from the Census
basis data, shown in table 3.11, for reasons of coverage and timing; military

1. Seasonal factors arc not calculated for lines 6, 10, 12-16, 18-20, 22-34, and

exports are excluded from merchandise data and are included in line 6.

3. Includes reinvested earnings.

4. Primarily associated with

military sales contracts and other transactions

arranged with or through foreign official agencies.

S. Consists of investments in U.S. corporate stocks and in debt securities of
private corporations and state and local governments.

NoTE. Data are from Bureau of Economic Analysis, Survey of Current Business

(Depaniment of Commerce).
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3.11 U.S. FOREIGN TRADE

Millions of dollars; monthly data are not seasonally adjusted.

1985 1986
ltem 1983 1984 1985
Oct. Nov. Dec. Jan. Feb. Mar. Apr.

1 EXPORTS of domestic and foreign

merchandise excluding grant-aid

shipments .................. ..., 200.486 217.865 213,146 17.618 17,721 16,994 17.006 17.735 18,913 17,965
2 GENERAL IMPORTS including mer-

ch di fo]’ i di COons )-

tion plus entries into bonded

warehouses...................... 258,048 325.726 345.276 28.429 30,010 30,728 32,008 28,895 31972 28,762
3 Tradebalance........................ —57,562 107,861} —132.129 -10,811 -12,290 -13,734 -14,999 -11,160 —-13,059 -10,797

NoTEe. The data through 1981 in this table are reported by the Bureau of Census
data of 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 Islands 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.

The Census basis data differ from merchandise trade data shown in table 3.10,
U.S. International Transactions Summary, for reasons of coverage and timing. On

the export side, the largest adjustments are: (1) the addition of exports to Canada
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, imporis of electricity from Canada, and other transactions:
military payments are excluded and shown separately as indicated above.

Sourct. FT900 “*‘Summary of U.S. Export and Import Merchandise Trade™*
(Department of Commerce, Bureau of the Census).

3.12 U.S. RESERVE ASSETS

Millions of dollars, end of period

1985 1986
Type 1982 1983 1984
Nov. Dec. Jan. Feb. Mar. Apr. May

I Total.......ooviiiiiii i 33,958 33,747 34,934 42,852 43,191 43,673 45,505 44,919 46,491 45,260
2 Gold stock, including Exchange Stabili-

zation Fund'.................... 11,148 11.121 11,096 11.090 11.050 11.090 11.09% 11.0% 11.089 1H.085
3 Special drawing rights®3 ... .. ... 5,250 5.028 5.641 7,253 7.293 7.441 7.960 7.839 8,098 8,066
4 Reserve position in International Mone-

tary Fund®. ... ...l 7.348 11,312 11.54} 11.955 11,952 11,824 12,172 12,025 12,242 11.78%
5 Foreign currencies?................... 10.212 6,289 6,656 12,554 12,856 13,318 14,283 13.965 15,062 14,320

1. Gold held under earmark at Federal Reserve Banks for foreign and interna-
tional accounts is not included in the gold stock of the United States: sce table
3.13. Gold stock is valued at $42.22 per fine troy ounce.

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 countries.
From July 1974 through December 1980, 16 currencies were vsed: from January
1981. S 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. I, 1970: $717 million on Jan. {, 1971: $710 million on Jan. 1.
1972 $1.139 million on Jan. 1, 1979: $1,152 million on Jan. I, 1980; and $1.093
million on Jan. 1, 1981: plus transactions in SDRs.

4. Valued at current market exchange rates.

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS

Millions of dollars, end of period

1985 1986
Assets 1982 1983 1984
Nov. Dec. Jan. Feb. Mar. Apr. May
1 Deposits ... 328 190 267 340 480 256 276 273 325 253
Assets held in custody
2 U.S. Treasury securities'............... 112,544 117,670 118,000 117.844 121.004 121,995 124,905 127,611 132,017 136,762
3 Earmarked gold® ...................... 14716 14,414 14,242 14.240 14,245 14.193 14,172 14,167 14,160 14,145

1. Marketable U.S. Treasury bills. notes. and bonds: and nonmarketable U.S.
Treasury securities pavable in dolfars and in foreign currencies.
2. Earmarked gold is valued at $42.22 per fine troy ounce.

NoTe. Excludes deposits and U.S. Treasury securities held for international
and regional organizations. Earmarked goid is gold held for foreign and interna-
tional accounts and is not included in the goid 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
1985 1986
Assel account 1982 1983 1984
Oct. Nov. Dec. Jan Feb, Mar Apr.?
All foreign countries
| Totsl, all currencles. . ................. 469,712 477,090 453,656 454,492 455,935 458,076 447,529 448,258 458,566 473,945
2 Claims on United States ,............. 91,805 115,542 113,393 121,745 115,507 119,703r 116,786 113,708 118,461 122,435
3 Parentbank ........... .. 61,666 82,026 78,109 87,255 82,327 87,201 84,410 80,944 85,164 88,961
4  Other banks in United State 10,139 33,516 13,664 12,808 X 13,076 11,757 11,727 12,909 12,766
5 Nonbanks? ,............. . v ' 21,620 21,6827 21,084 19,426 20,619 21,037 20,388 20,708
6 Claims on foreigners.................. 358,493 342,689 320,162 310,541 317,578 315,776 308,673 310,677 315,762 325,301
7 Other branches of parent bank . 91,168 004 95,184 86,912 89,580 L399 88,393 88,482 91,586 95,675
8 Banks.................. 133,752 117,668 100,397 98,578 102,907 103,014 100,449 ) 101,185 106,588
9  Public borrowers .. .. . 24,131 24,517 23,343 23,478 23,613 23,395 23,350 23,6037 23,675 23,551
10 Nonbank foreigners................. 105,442 107,785 101,238 101,5737 101,478 97,9687 96,481 99,19y 99.316 99,487
11 Otherassets .............cooivviann 19,414 18,859 20,101 22,206 22,850 22,597 22,070 23,873 24,343 26,209
12 Total payable in U.S. dollars .. ......... 361,982 371,508 350,636 331,610 329,622 336,288 321,703 315,2957 322,87M1 330,294
13 Claims on United States .............. 90,085 113,436 111,426 118,571° 112,341 116,635 113,726 110,351 114,908 118,583
|14 Parentbank ............ . 61,010 80,909 77,229 86,101 81,162 85,971 83,264 9,609 83,841 87,583
15 Other banks in United State o075 | apsyy | 13500 | 1228 | 1463 b 124731 1ipe2 | 1070 | 12216 | 1171
16 Nonbanks? ........... i T 20,697 20,2127 19716 18,191” 19,360 19,672 18,851 19,129
17 Claims on foreigners............ 259,871 247,406 228,600 203,068 207,336 209,937 198,817 195,108 198,582 201,816
18  Other branches of parent bank . 73,537 78,431 78,746 68,576 70,548 72,689 68,748 67,6307 70,910 73,546
19 Banks....................... 106,447 93,332 76,940 67,344 69,646 71,738 65,779 63,3100 63,320 65,478
20 Public borrowers .. . 18,413 17,890 17,626 17,432 17,2717 17,169 16,958 17,127 17,128 16,808
21 Nonbank foreigners 61,474 60,977 55,288 49.71¢ 49,865 48,3417 47,332 47,0411 47,224 45,984
22 Otherassets ..............ooivvoinn.. 12,026 10,666 10,610 9,971 9,945 9,716 9,160 9.836” 9,381 9,895
United Kingdom
23 Total, all currencies. .................. 161,067 158,732 144,385 149,607 152,456 148,599 150,835 148,788 150,975 155,867
24 Claims on United States .............. 27,354 34,433 27,731 33,7557 33,6947 33,137 36,308 33,458 33,99 34,234
25 Paremtbank ............. . 23,017 29,111 21,918 26,956 26,718 26,970 29,837 27,281 27,881 28,058
26  Other banks in United States? . 4.337 5322 1,429 1,269 1,289 1,106 1,173 1,133 1,129 1,386
27 Nonbanks? ................ ’ ' 4,384 5.53¢ 5,687 5,0617 5,298 5,044 4,980 4,790
28 Claims on foreigners............ 127,734 119,280 111,828 110,386" 112,945 110,237 109,301 109,826 111,468 115,485
29  Other branches of parent bank . Kt 36,565 37,953 32,110 X 31,576 30,394 30,218 31,250 32,516
30 Banks................. P 50,767 43,352 37,443 37,858 40,482 39,250 39,257 39,393 38,929 41,593
31 Public borrowers L. . 6,240 5,808 5,334 5,482 5,735 5,644 5,949 6,065 5,833 5,642
32 Nonbank foreigners. ................ 33,727 33,465 31,098 34,93¢ 36,128" 33,767 33,161 34,150 35,456 35,734
33 Otherassels ... v 5979 5,019 4,882 5,466 5,817 5,225 5,226 5,504 5,517 6,148
34 Total payable in U.S, dollars .. ......... 123,740 126,012 112,809 108,024 108,699 108,626 108,566 105,272 105,111 107,359
35 Claims on United States .............. 26,761 33,756 26,868 2510 32,475 32,072 35,292 32,360 32,746 32,959
36 Parentbank .............. . 22,756 28,756 21,495 26,495 26,210 26,568 29,470 26,874 27,393 27,629
37  Other banks in United State . 4.005 5.000 1,363 1,194 1,205 ,005 1,089 1,047 1,027 1,225
38 Nonbanks? ............. } e ' 4,010 4,8217 5,060" 4,499/ 4,733 4,439 4,326 4,105
39 Claims on foreigners............ . 92,228 88,917 82,945 72,323 72,920 73,495 70,356 69,621 65,433 71,058
40  Other branches of parent bank . 31,648 31,838 33,607 26,719 24,989 26,011 25,083 24,474 25,250 26,224
4 Banks....................... 36,717 32,188 26,805 23,888 25,667 26,139 24,013 23,598 22,106 23,310
42 Public borrowers . . 4,329 4,194 4,030 3,966 3,982 999 4,252 4,367 4,223 4,012
43 Nonbank foreigners................. 19,534 20,697 18,503 17,809 18,2827 17,346 17,008 17,182 17,854 17,512
44 Otherassels ............vvioveninn 4,751 3,339 2,996 3,132 3,34 3,059 2,918 3,291 2,932 3,342
Bahamas and Caymans

45 Total, all currencles. .. ................ 145,156 152,083 146,811 135,262 133,645 142,085 130,413 128,851 135,210 135,998
46 Claims on United States 59,403 75,309 77,296 73,572 69,923 74,874 68,576 68,304 71,672 72,703
47 Parentbank ........ A 34,653 48,720 49,449 47,918 45811 50,553 44,586 43,866 46,813 47,599
48  Other banks in United S . 24,750 26,589 11,544 10,812 10,082 11,223 9,867 9,815 10,776 10,419
49 Nonbanks? .................. } A > 16,303 14,842 14,030 13,098 14,123 14,623 14,083 14,685
50 Claims on foreigners............ . 81,450 72,868 65,598 58,467 60,503 63,894 58,510 56,958 59,833 59,586
51 Other branches of parent bank . 18,720 20,626 17,661 15,856 17,050 19,042 16,468 15,872 19,131 18,723
52 Banks....................... 42,699 36,842 30,246 25,861 26,768 28,182 25,476 25,268 24,571 25,256
53 Public borrowers .. . 6,413 6,093 6,089 6,417 6,440 6,458 6,320 6,186 6,197 6,232
54  Nonbank foreigners................. 13,618 12,592 11,602 10,333 10,245 10,212 10,246 9.632 9.934 9,378
55 Other assets ..............oveivarrnon 4,303 3.906 3,917 3,223 3.219 3,287 3,327 3,589 3,705 3,706
56 Total puyable in U.S. dollars ........... 139,608 145,641 141,562 129,787 127,997 136,794 124,981 122,980 129,187 129,322

|. Beginning with June 1984 data, reported claims held by foreign branches
have been reduced by an increase in the reporting threshold for **shell” branches
from $50 million to $150 million equivalent in total assets, the threshold now

applicable to al) reporting branches.

2. Data for assets vis-a-vis other banks in the United States and vis-a-vis
nonbanks are combined for dates before June 1984.
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1985 1986
Liability account 1982 1983 1984
Oct. Nov. Dec. Jan, Feb. Mar. Apr?
All foreign countries
57 Total, all correncles. ............ 469,712 477,09 453,656 454,492 455,935 458,076 447,529 448,2587 | 458,566 473,945
58 Negotiable CDs? . n.a. n.a. 37,725 38,044 36,607 34,607 34,597 33,458 36,066 33,229
%9 To United States . 179,015 188,070 147,583 140,142 143,2037| 155,273 142,18271  138,160-| 140,019 150,452
60 Parentbank ................ 75,621 81,261 78,739 75,479 81,171 83,649 76,805 73,449 74,653 81,317
61  Other banks in United States ....... 33,405 29,453 ¥ 15,602 15,490 16,894 14,724 13,989 15,714 14,260
62 Nonbanks ........................ 69,989 77,356 50,435 49,061 46,542 54,730 50,653 50,7227 49,652 54,875
63 To foreigners ............oooviionn 270,853 269,685 247,907 252,253 - 252,171 246,006 249,623 254,313 260,567 268,278
64 Other branches of parent bank .. 90,19] 90,615 93,909 88,539 88,438 89,529 86,351 86,349 90,914 93,882
65 Banks.............. ... 96,860 92,889 78,2043 82,470 81,871 76,878 84,158 83,834 84,806 89,599
66  Official institutions 19,614 18,896 20,281 21,322 21,658 19,523 19,935 21,885 20,672 20,735
67  Nonbank foreigners. ............... 64,188 68,845 55,514 59,922 60,204 60,076 59,179 62,2457 64,175 64,062
68 Other liabilities ..................... 19,844 19,335 20,441 24,053 23,954 22,190 21,127 22,327 21914 21,986
69 Total payable in U.S, dollars . ......... 379,270 388,291 367,145 346,883 345,810 353,470 337,194 | 330,729 340,129 346,350
70 Negotiable CDs* n.a. n.a. 35,227 33,995 32,838 31,063 31,182 30,202 32,418 29,912
7t To United States . 175,528 184,305 143,571 134,266 137,070 149,896 136,784" 132,067 133,823 143,665
72 Parentbank ... 73,295 79,035 76,254 71,996 77,892 80,623 73,897 70,111 71,317 77,784
73 Other banks in United States . ...... 33,040 28,936 17,935 15,128 14,926 16,264 14,011 13,29% 14,923 13,467
74 Nombanks ........................ 69,193 76,334 49,382 47,142 44,252 53,009 48,87¢ 48,6637 47,583 52,414
75 To fOTEIgNers . . ... ivnn e nens 192,510 194,139 178,260 168,378 165,359 163,361 160,1377| 159,603 | 165,030 164,668
76  Other branches of parcm bank . 72,921 73,522 77,770 0,007 69,261 70,943 67,174 65,9387 70,458 71,955
77 Y 57,463 57,022 45,123 41,559 39,682 37,323 38,469 36,690 37,476 37,231
78 15,055 13,855 15,773 16,010 15,905 14,354 14,796 15,849 14,703 14,737
79 . 47,071 51,260 39,594 80 40,511 40,741 39,6987 41,12¢/ 42,393 40,745
80 Other fiabilities ..................... 11,232 9,847 10,087 10,244 10,543 9,150 9,091 8,857 8,858 8,105
United Kingdom
81 Total, all currencies.................. 161,067 | 158,732 | 144,385 | 149,607 | 152,456 | 148,599 | 150,835 | 148,788 | 150,975 | 155,867
82 Negotiable CDs? n.a. n.a. 34,413 33,913 32,708 31,260 30,788 29,419 R2.217 29,898
83 To United States . .. 53,954 55,799 25,250 24,958 27,933 29,422 ,901 26,705 22,945 28,449
84  Parentbank ...................... 13,091 14,021 14,651 13,893 18,167 19,330 19,845 16,783 13,724 17,231
85 Other banks in United States . ...... 12,205 11,328 3,125 2,602 2,453 2,974 2,264 1,965 2,793 1,966
86 Nonbanks ........................ 28,658 30,450 7,474 8,463 7,313 7,118 7,792 7,957 6,428 9,252
87 To fOreigners .. .....oovvovvueron.ins 99,567 95,847 77,424 80,646 81,446 78,525 80,724 82,666 86,053 87,774
88  Other branches of parent bank .. ... 18,361 19,038 21,631 20,175 21,932 23,389 21,858 21,954 24,733 25,379
B9 BanKS. ... .t 44,020 41,624 30,436 33,102 32,200 28,581 32,326 32,088 33,301 34,294
90 Official institutions ................ 11,504 10,15} 10,154 10,812 10,519 9,676 10,093 10,956 9,750 9,757
91 Nonbank foreigners................ 25,682 25,034 15,203 16,557 16,795 16,879 16,447 17,668 18,269 18,344
92 Other liabilities ..................... 7,546 7,086 7,298 10,090 10,369 9,392 9,422 9,998 9,760 746
93 Total payable in U.S, dollars . ......... 136,261 131,167 117,497 111,263 112,681 112,697 112,073 108,402 108,303 110,376
94 Negotiable CDs* ... n.a. n.a. 33,070 31,574 30,570 29,337 28,845 27,655 30,042 27,978
95 To United States 53,029 54,691 24,105 22,854 25,581 27,756 28,150 24,967 21,070 26,410
96  Parent bank ..... 12,814 13,839 14,339 13,350 17,651 18,956 19,461 16,513 13,405 16,867
97 Other banks in United States 12,026 11,044 2,980 2,479 2,295 2,826 2, 1,835 2,59 1,774
98 Nonmbanks ................ ... ..., 28,189 29,808 6,786 7,025 5,635 5,974 6,599 6,619 5,069 7,769
99 To fOreigners ... vvieineoin.. 73,477 73,279 56,923 52,469 52,091 51,980 50,762 51,686 53,102 52,263
100 Other branches of parent bank ... .. 14,300 15,403 18,294 15,480 16,687 18,493 16,614 16,829 19,068 19,297
101 Banks, .......coovviioiiiiiin, 28,810 29,320 18,356 17,053 15,840 14,344 14,872 14,457 14,731 14,125
102 Official institutions ... .. 9,668 8,279 8,87) 8,877 8,357 7,661 8,242 8,747 7,839 7,449
103 Nonbank foreigners. ............... 20,699 20,277 11,402 11,059 11,207 11,482 11,034 11,653 11,464 11,392
104 Other labilities .................. ... 3,755 3,197 3,399 4,366 4,439 3,624 4,316 X 4,089 3,725
Bahamas and Caymans
105 Total, all currencies. . ................ 145,156 152,083 146,811 135,262 133,645 142,058 130,413 128,851 135,210 135,998
106 Negotiable CDs ... ... n.a. n.a. 6135 745 747 610 1,076 1,237 1,132 629
107 To United States........... .. 104,428 111,299 102,955 92,978 92,508 103,548 91,918 91,705 97,304 98,710
108 Parentbank ............... 47,081 50,980 47,162 43,083 43,509 44,546 38,850 39,380 43,535 43,387
109 Other banks in United States . 18,466 16,057 13,938 11,946 11,874 12,778 11,185 10,854 11,604 11,014
110 Nonbanks ........................ 38,878 44,262 41,855 37,949 37,125 46,224 41,8837 41,471 42,165 ,
111 To foreigners . ...o..oovoniioiiios 38,274 38,445 40,320 38,787 37,307 35,083 35,29¢ 33,773 34,450 34,278
112 Other branches of parent bank . 15,796 14,936 16,782 17,201 15,593 14,075 14,755 13,072 13,191 14,191
113 Bapks,.......... 16,166 {1,876 12,405 11,120 10,954 10,669 11,108 10,842 10,346 10,779
114 Official institutions . 1,967 1,919 2,054 1,872 2,278 1,776 1,508 1,737 1,743 2,167
115 Nonbank foreigners. .. . 10,345 11,274 9,079 8,594 8,482 8,533 7,928 8,122 9,170 7,138
116 Other liabilities ..................... 2,457 2,339 2,921 2,752 3.083 2,844 2,123 2,136 2,324 2,384
117 Total payable In U.S, dollars .. ..... ... 141,908 148,278 143,582 130,992 129,578 138,322 126,536 124,572 131,004 131,708

3. Before June 1984, liabilities on negotiable CDs were included in liabilities to
the United States or liabilities to foreigners, according to the address of the initial

purchaser.
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3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of doliars, end of period

1985 1986
ftem 1983 1984
QOct. Nov, Dec. Jan. Feb. Mar. Apr.p

TTotal! L. 177,950 180,552 178,331 179,971 178,743 180,773 | 180,335" | 181,067 188,951

By type . -
2 Liabilities reported by bunks in the United States?.......... 25,534 26,089 27,014 29,276 26,611 28,233 26,456/ 25,4927 26,642
3 U.S. Treasury bills and certificates®. ...................... 54,341 59,976 54,398 54,331 53,252 53,294 | 54,420 55,933 59,547

U.S. Treasury bonds and notes
4 Marketable. ... ... ... 68,514 69,019 74,972 74,735 77,447 77,809 | 78,428 78,822 82,538
S  Nonmarketable! .. ................... .. 7,250 5,800 3,550 3,550 3,550 3,550 3,150 2,750 2,300
6 U.S. securities other than U.S. Treasury securities® ........ 22,3t 19,668 18,397 18,079 17,883 17,887 17,88% 18,070 17,924

By urea
7 Western Europe! .. 67,645 69,776 74,257 76,832 74,290 74,355 72,826 72,4347 76,254
8Canada.................... 2,438 1,528 1,586 1,507 1,314 1,118 1,762 1,445 1,711
9 Latin America and Caribbean ... .. 6,248 8,561 10,100 10,871 11,121 11,506 10,228 10,414 10,775
10 Asia............. o 92,572 93,954 87,288 85,876 86,995 89,088 | 90,268 91,423 94,800
11 Africa...... 958 1,264 1,410 1,629 1,824 1,897 1,786 1,846 1,833
12 Other countries® ... ... oo 8,089 5,469 3,690 3,256 3,19 2,809 3,465 3,508 3,578

1. Includes the Bank for International Settlements.

2. Principally demand deposits, time deposits, bankers acceptances, commer-
cial paper, negotiable time certificates of deposit, and borrowings under repur-
chase agreements.

3. Includes nonmarketable certificates of indebtedness (inciuding those pay-
able in foreign currencies through 1974) and Treasury bills issued to official
institutions o%forcign countries.

4, Excludes notes issued to foreign official nonreserve agencies. Includes
bonds and notes payable in foreign currencies.

5. Debt securities of U.S. government co?oralions and federatly sponsored
agencies, and U.S. corporate stocks and bonds.

6. Includes countries in Oceania and Eastern Europe.

NoTe. Hased on Treasury Department data and on data reported to the
Treasury Department by banis (including Federal Reserve Banks) and securities
dealers in the United States.

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

1985
Item 1982 1983 1984
Mar. June Sept Dec.
1 Banks' own labilities. .. .. .. 4,844 5,219 8,586 7,992 10,238 12,901 15,168
2 Banks' own claims ., 7,707 7,231 11,984 12,618 14,179 15,233 16,088
3 Deposits ....... 4,251 2,731 4,991 5,941 7,308 8,540 8,320
4 Otherclaims ................... 3.456 4,501 6,986 6,677 6,871 6,693 7,759
§ Claims of banks’ domestic customers! . ........................... 676 1,059 569 440 243 328 832

. Assets owned by customers ‘ol' the reporting bupk focated in the United
States that represent claims on foreigners held by reporting banks for the accounts
of their domestic customers.

NoTe. Data on claims exclude foreign currencies held by U.S. monetary

authorities.
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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

1985 1986
Holder and type of liability 1982 1983 1984
Oct. Nov. Dec. Jan. Feb. Mar. Apr.”
1 Allforeigners .. .......... .. ... i 307,056 | 369,607 | 407,306 | 417,541 421,341 | 434,6Mm1 430,836 | 436,4347 | 440,110 | 442,878
2 Banks' own liabilities........................... 227,089 | 279,087 | 306,898 | 321,857 { 324,049 | 340,373 | 335,036 | 340,0717 | 344,079 | 346,338
3 Demand deposits. . 15,889 17,470 19,571 18,450 20,940 21,107 19,648 19,659 20,195 19,753
4 Time deposits! 68,797 90,632 | 110,413 | 114,438 | 114,314 | 116,716 | 114,241 | 116,543 | 116,390 | 114,672
5 Other?......... 23,184 25,874 26,268 28,932 29,856 29,468 30,808 31,5607 32,238 32,755
6 Ownforeignoffices® ......................... 119,219 | 145,111 | 150,646 | 160,037 | 158,939 | 173,082 | 170,342 | 172,309' | 175,256 | 179,158
7 Banks' custody liabilities®, . ..................... 79,967 90,520 | 100,408 95,684 97,292 94,298 95,800 96,362 96,031 96,540
8  U.S. Treasury bills and certificates® ............ 55,628 68,669 76,368 72,163 73,189 68,785 69,801 72,631 72,714 74,284
9 Other negatiable and readily transferable
instruments® . ... .. 20,636 17,467 18,747 16,755 16,979 17,964 17,946 15,547 15,329 13,775
10 Other. ..o i i 3,702 4,385 5,293 6,766 7,124 7,549 8,054 8,184 7,989 8,480
11 Nonmonetary international and regional
organizations”. .............. ... 4,922 5,957 4,454 6,766 7,803 5,566 7,487 9,867 5,228 3,420
12 Banks' own fiabilities . ..................... ..., 1,909 4,632 2,014 1,842 1,535 2,366 2,714 4,327 1,409 1,674
13 Demand deposits. . .. 106 297 254 143 252 8S 9% 184 102 138
14  Time deposits'. ... .. 1,664 3,584 1,267 1,299 1,051 2,067 2,369 3,892 397 681
IS OtherZ oo i 139 750 493 399 233 214 250 250 910 856
16 Banks® custody liabilities*. ..., .................. 3,013 1,328 2,440 4,924 6,268 3,200 4,773 5,540 3,820 1,746
17 U.S. Treasury bills and certificates . ............ 1,621 463 916 3,636 5,069 1,736 3,216 4,219 2,311 768
18 Other negotiable and readily transferable
instruments® 1,392 862 1,524 1,287 1,193 1,464 1,556 1,322 1,508 970
19 Other,......... .. e .. 0 0 0 1 5 0 } 0 0 7
20 Official institutions® . ... ......................... 71,647 79,876 86,065 81,412 83,608 79,862 81,527 80,87¢" 81,425 86,189
21 Banks’ own liabilities. . ............ ... ... 16,640 19,427 19,039 21,178 23,323 20,825 22,590 22,05¢" 21,739 23,541
22 Demand deposits. . 1,899 1,837 1,823 1,707 018 2,077 1,638 K 1,917 1,834
23 Time deposits! . 5.528 7,318 9,374 10,277 10,523 10,935 10,680 10,319 10,402 9,423
24 Other? ... e 9.212 10,272 7.842 9,195 10,783 7,813 10,272 10,136 9,414 12,284
25 Banks' custody liabilities*. .. ................. ... 55,008 60,448 67,026 60,234 60,284 59,037 58,937 58,820 59,686 62,648
26 U.S. Treasury bills and certificates® .. .......... 46,658 54,341 59,976 54,398 54,331 53,252 53,294 54,420 55,933 59,547
27 Other negotiable and readily transferable
instrumentsb . . B 8,321 6,082 6,966 5,767 5,848 5,711 5,526 4,052 3,585 2,916
28 Other.....ciiiiiii i e 2 25 84 69 108 75 117 348 168 185
29 Banks® .. ..o e 185,881 226,887 | 248,893 | 256,379 | 255,021 274,991 266,460 | 269,7887 | 278,549 | 277,729
30 Banks’ own liabilities........................... 169,449 | 205,347 { 225,368 [ 234,428 { 233,188 ( 252,290 | 243,740 | 247,127 | 255,567 | 254,947
31 Unafliliated foreign banks ., .. 50,230 60,236 74,722 74,391 74,249 79,208 73,397 74 818 80.311 75,789
32 Demand deposits........ 8,675 8,759 10,556 9,045 10,043 10,271 9,792 9,659 9,692 8,689
k) Time deposits! . 28,386 37,439 47,095 47,833 46,809 48,962 44,662 45,5367 1 50,071 48,891
34 Other? .. ...... ces 13,169 14,038 17,071 17,514 17,397 19.975 18,943 19,6237 20,547 18,209
35  Ownforeignoffices® .......................... 119,219 145,111 150,646 160,037 154,939 173,082 170,342 172,3007 | 175,256 179,158
36 Banks' custody liabilities?........... 16,432 21,540 23,525 21,951 21,832 22,701 22,720 22,661 22,982 22,782
37  U.S. Treasury bills and certificate 5,809 10,178 11,448 9,897 9,429 9,554 9,223 9,501 9,869 9,546
38  Other negotiable and readily transferable
instromentst . ... 7,857 7,485 7,236 ,906 5,853 6,153 6,000 5,876 5,752 5,423
39 Other .. o 2,766 1.877 4,841 6,148 6,551 6,994 7.491 7.283 7.361 7,813
40 Other forelgners. . .............................. 44,606 56,887 67,894 72,984 74,909 74,251 75,362 75,902 74,908 75,540
4] Banks' own liabilities................ ... ... ... 39,092 49,680 60,477 64,409 66,002 64,892 65,992 66,561 65,365 66,176
42 Demand deposits. 5,209 6,577 6,938 7,555 8,627 8,673 8,122 8,214 8.484 9,093
43  Time deposits. . s 33.219 42,290 52,678 55,029 55,932 54,752 56,530 56,796 55,519 55,677
44 OtherZ ... ... e 664 813 861 1,825 1,444 1,467 1,340 1,550 1,361 y
45 Banks' custody liabilities® ... ................. ... 5,514 7,207 7,417 8,575 8,907 9,359 9,370 9,341 9,544 9,364
46 U.S. Treasury bills and certificates ............. 1,540 3,686 4,029 4,232 4,360 4,243 4, 4,491 4,601 4,423
47  Other negotiable and readily transferable
instrumentst . . ... 3,065 3,038 3,021 3,795 4,084 4,636 4,858 4,297 4,483 4,465
48 Other.......c.. i 908 483 367 548 463 480 444 553 459 476
49 MEeMmo: Negotiable time certificates of
deposit in custody for foreigners ............. 14,307 10,346 10,476 9,088 9,152 9,845 9,628 7.386 6,603 6,286

1. Excludes negotiable time certificates of deposit, which are included in
*‘Other negotiable and readily transferable instruments.”

2. includes borrowing under repurchase agreements.

3. U.S. banks: includes amounts due to 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 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
securities, held by or through reporting banks.

5. Includes nonmarketable certificates of indebtedness and Treasury bills
issued to official institutions of foreign countries.

6. Principally bankers acceptances, commercial paper, and negotiable time
certificates of deposit.

7. Principally the International Bank for Reconstruction and Development, and
the Inter-American and Asian Development Banks.

8. Foreign central banks and foreign central governments, and the Bank for
International Settlements.

9. Excludes central banks, which are included in **Official institutions.”
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Bank-Reported Data AS5S9

1985 1986
Area and country 1982 1983 1984
Oct. Nov. Dec. Jan. Feb. Mar. Apr.»
TTotRl . s 307,056 | 369,607 | 407,306 | 417,541 | 421,341 | 434,671 | 430,836 | 436,434/ | 440,110 | 442,878
2 Foreign countries . ........................... ... 302,134 | 363,649 | 402,852 | 410,775 | 413,538 | 429,105 | 423,349 | 426,567’ | 434,882 ( 439,458
JEBurope ... 117,756 F 138,072 153,148 158,857 163,433 163,438 161,234 187,176 157,252 164,909
Austria ................. 519 585 615 613 655 693 692 769 665 932
S Belgium-Luxembourg. . . .. 2,517 2,709 4,114 5, 262 5,556 5,214 5,189 4,732 4,268 5,736
6 Denmark................ 509 466 438 624 513 536 533 536 752
7 Finland ... 748 531 418 594 497 491 373 506 354 697
8 France..............cocoiiiii. 8,171 9.441 12,701 15,984 15,863 15,540 15,595 15,148 15,908 19,227
9  Germany 5,351 3,599 3,358 4.366 7,265 4,835 5,622 ,309 5,691 6,718
10 Greece 537 520 699 536 574 664 612 551 535 559
1 haly........ 5,626 8,462 10,762 9,717 9,069 9,642 7,739 7,235 7,215 6,536
12 Netherlands . 3,362 4,290 4,731 4,295 4,359 4,212 4,069 4,027 4,334 4,320
13 Norway ... 1,567 1,673 1,548 1,132 K 848 781 552 469 731
14 Portugal. .. 388 373 597 647 619 652 706 685 705 674
1S Spain..... 1,405 1,603 2,082 2,094 2,122 2,113 1,899 1,794 1,772 1,918
16  Sweden..... 390 1,799 1,676 1,760 1,482 1,344 1,622 1,693 1,547 1,313
17 Switzerland. . 29,066 [ 32,246 31,740 28,495 28, 992 28, 742 26,119 ,606 26,754 26,962
18 Turkey........... 2% 467 584 417 504 404 383 Eyy)
19 United Kingdom .. 48,172 60,683 68,671 73,877 74 595 76, 57! 80,563 80,10 | 78,569 81,665
20 Yugoslavia ........... 499 562 602 626 673 595 600 535 547
21 Olher Western Europe! 7,006 7,403 7,192 7,403 8, 6]9 9, 635 7,643 6,441" 5,366 4,308
2 USSR............ S0 65 79 51 36 105 43 64 63 287
23 Other Eastern Europe?. ....................... 576 596 537 429 533 523 332 427 587 649
2 Canada ... ... 12,232 16,026 16,059 16,288 16,428 17,426 18,037 21,466 22,49 20,449
25 Latin America and Caribbean.................... 114,163 [ 140,088 | 153,381 | 156,319 | 155,202 | 167,745 | 161,389 | 161,0617| 164,241 | 164,614
26 Argenting ................ 3,578 ,038 ,394 872 5,899 , ,786 551 5,155 5,625
27  Bahamas .. 44,7441 55818 56,897 54,518 53,394 57,621 53,809 54,6477 | 55,280 57,861
28 Bermuda. 1,572 2,266 2,370 2,238 2,415 2,765 2,59% 2,147 2,324 2,276
29 Brazil............ 2,014 3,168 5,275 5,861 5.614 5,369 6,049 5,759 6,071 5.814
30 British West lndles 26,381 34,545 36,773 37,163 35,858 42,645 40,469 41,127 43,945 41,180
31 Chile ..... . 1,626 1,842 2,001 940 2,867 2,042 2,019 997 084 2,137
32 Colombia 2,594 1,689 2,514 2,562 2,920 3,102 3,336 3,140 3,076 3,100
33 Cuba ..... 9 8 10 64 7 11 i6 6 6 8
34  Ecvador 455 1,047 1,092 1,029 1,253 1,238 1,211 1,172 1,209 1,199
35 Guatemala. 670 788 896 957 1,087 1,071 1,146 1,132 1,126 1,128
36 Jamaica ... 126 109 183 122 150 122 244 126 144 173
37 Mexico . ......... 83771 10,392 12,303 13,610 13,948 14,045 13,702 13,433 12,990 13,109
38 Netherlands Antilles 3,597 3,879 4,220 4,666 4,612 4,875 4,696 5 4,561 860
39 Panama.......... 4,805 5,924 6,951 7,343 6,502 7,492 7,416 7,161 7,226 6,948
40  Peru...... 1,147 1,166 1,266 1,093 1,124 1,166 1.124 1,100 1,166 111s
41 Uruguay .. 759 1,244 1,394 1,498 1,534 1,549 1,730 1,727 1,567 644
42 Venezuela......................... . 8,417 8,632 10,545 11,404 11,345 11,919 11,467 11,744 11,670 11,705
43 Other Latin America and Caribbean............ 3,29 3.535 4,297 4,381 4,673 ,683 4,571 4,534 4,641 4,729
A4 ASIA . ... e 48,716 8,570 71,187 71,643 71,047 72,266 74,84} 78,767 82,647 81,646
China

45 Mainland. .. ... 203 249 1,153 1,809 1,380 1,594 1,003 1,624 1,410 1,555
46 Taiwan. . .. 2,761 4,051 4,990 6,455 7,427 7,799 9,092 ,661 10,840 11,102
47  Hong Kong. . 4,465 6,657 6,581 7.964 8,170 8,062 8,215 8,194 8,643 8,682
48 India ....... 433 464 507 473 562 711 606 630 926 575
49 Indonesia . 857 997 1,033 1,570 1,381 1,466 1,524 £,738 2,107 1,787
50  Israel ... 606 1,722 1,268 2,118 1,595 1,595 1,459 1,358 1,451 1,483
51 Japan.............. 16,078 18,079 21,640 22,059 21,689 23,077 25,047 26,397 28,273 28,332
52 Korea ............. 1,692 1,648 1,730 1,751 1,685 1,665 1,503 1,602 1,551 1,246
53 Philippines 770 1,234 1,383 1,328 1,189 1,140 942 1,086 978 1,051
54 Thailand .......... ... ... ... 629 747 1,257 1,014 1,066 1,358 1.199 1,141 1,103 994
55 Middle- Easl oil- -exporting countries? . 13,433 12,976 16,804 15,252 14,941 14,523 15,174 16,308 15,384 14,419
56 OWher ASid .. ... vvveroi i 6,789 9,748 12,841 9,852 ,961 9,276 9,076 9,028 9, 1980 10.419
ST AfriCA ... 3,124 2,827 3,396 3,723 3.989 4,883 4,643 4,359 4,260 4,174
5 Egypt.............. 432 671 647 885 780 1,363 1,080 987 870 960
59 Morocco ... 8l 84 118 140 145 163 98 92 91 85
60 South Africa...... 292 449 328 404 462 388 567 421 465 87
61  Zaire .............. 23 87 153 136 140 163 73 92 95 90
62 Oil-exporting countries? . 1,280 620 1,189 1,076 1,407 1,494 1,644 1,614 1,601 1,443
63 Other Africa............ovviiiiiviiiiainn. 1,016 917 961 1,082 1,056 1,312 1,182 1,152 1,137 1.210
64 Other countries ... .. 6,143 8,067 5,684 3,945 3,440 3,347 3,208 3,739 3,986 3,666
65 Australia. ... 5,904 7,857 5,300 3,451 2,906 2,779 2,707 3,024 3,236 3,062
66 Al other 239 210 384 494 534 568 498 714 750 604

67 Nonmonetary international and regional
Organizations ............oo.iiiiniiein, 4,922 5,957 4,454 6,766 7,803 5,566 7,487 9,867 5,228 3,420
68 International............ 4,049 5,273 3,747 5,779 6,952 4,551 6,109 8,6717 4,139 2,421
69  Latin Amencan regional . . s17 419 587 646 580 894 909 863 96 823
70 Otherregional® ....... .. ... ... ... ... 357 265 120 344 271 121 470 333 173 176

1. Includes the Bank for International Settlements. Beginning April 1978, also

includes Eastern European countries not listed in line 2

2. Beginning April 1978 comprises Bulgaria, chchoslovakm the German

Democratic Republic, Hungary, Poland, and Romania.

3. Comprises Bahrain, Iran, Iraq, KlleIl Oman, Qatar, Saudi Arabia, and

United Arab Emirates (Trucial States).

Western Europe.”’

4. Comprises Algeria, Gabon, Libya, and Nigeria.
S. Asian, African, Middle Eastern, and European regional organizations,
except the Bank for International Settiements, which is included in

**Other
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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, end of period

1985 1986
Area and country 1982 1983 1984
Oct. Nov Dec. Jan. Feb. Mar. Apr.p
FTotal .o e 385,705 391,312 400,862 381,103 | 384,515 | 403,209 | 386,367 | 389,3387| 394,660 { 400,936
2 Foreigncountries .. ............................. 355,636 | 391,148 399,363 | 380,334 | 383,903 | 402,178 | 385,075 | 388,529/ 394,177 | 400,434
3 Europe .... 85,5841 91,927 99,004 | 102,194 | 106,915 | 108,360 | 104,277 | 100,139/ 100,398 | 101,186
4 Austrig .......o...... .. 22 401 433 673 614 598 485 542 494 431
5 Belgium-Luxembourg......... 5,138 5,639 4,794 5,882 6,801 5,741 5,831 5276 5,428 5,499
6 Denmark...................... 554 1,275 648 636 558 706 864 940 845 794
7 Finland ...... 990 1,044 898 789 €9 823 843 741 1,194 795
8 France......... 7,251 8,766 9,157 10,190 9,785 9,134 9,058 7,943 8,598 8,902
9  Germany....... 1,876 1,284 1,306 1,036 1,355 1,257 1,211 1,309 1,374 1,332
10 Greece......... 452 476 817 966 854 91 933 884 798 764
It haly........... 7,560 9,018 9,119 7,597 7.765 8,833 7,482 6,913 7,297 6,709
12 Netherlands .. .. 1,425 1,267 1,356 1,110 1,389 1,258 1,248 1,249 1,394 1,380
13 Norway........ s72 650 675 788 758 697 692 652 613 786
14 Portugal........ 950 1,114 1,243 1,141 1,123 1,058 1,040 936 897 874
1S Spain........ 3,744 3,573 2,884 2,310 2,199 908 1,801 1,8857 1,866 1,701
16 Sweden...... 3,038 3,358 2,230 2,643 2,546 2,203 2,174 2278 2,422 1,923
17 Switzerland. .. 1,639 1,863 2,123 2,604 3,162 3,161 2,836 2,361 2,940 2,966
18 Turkey......... 560 812 1,130 1,355 1,269 1,200 1,512 1,519 1,587 1,584
19 United Kingdom .. 45,781 47,364 56,185 58,106 61,655 64,594 62,356 60,5877 57,936 60,555
20 Yugoslavia ............... .. .. .. 1,430 1,718 1,886 1,867 1,879 1,964 ,901 1,953 1,960 1,952
21 Other Western Europe! 3 477 596 1,206 1,082 998 716 734 1,166 648
263 192 142 165 128 130 169 287 424 480
1,762 1,598 1,389 1,131 1,086 1,107 1,126 1,151 1,165 11
13,678 16,341 16,109 15,941 16,209 16,466 17,279 18,2807 17,945 18,774
187,969 | 205,491 207,862 190,779 191,663 | 202,401 188,975 190,479/ | 196,676 198,939
10,974 11,749 11,050 11,236 11,486 11,462 11,463 11,574 11,456 11,812
56,649 59,633 58,009 51,256 49,015 58,223 49,712 49,646" K 55,130
AN 603 566 592 1,017 498 499 542 380 275
29 Brazil.............. 23,271 24,667 26,315 25,397 25,376 25,283 25,209 25,129 25,379 25,391
30 British West Indies . . 29,101 35,527 38,205 34,258 37,063 38,640 34,345 36,475 | 36,825 38,892
31 Chile .............. 5,513 6,072 6,839 6,145 6,198 6,603 6,525 6,4787 6,557 6,585
32 Colombia........... 3291 3,745 3,499 3,210 3,222 3,259 3,185 3,044 2,903 2,861
33 Cuba .............. 3 0 0 q 0 0 0 1 0
34 Ecuwador ........... 2,062 2,307 2,420 2,411 2,419 2,390 2,439 2,369 2,399 2,388
35 Guatemala®......... 124 129 158 168 197 194 174 167 167 124
36 Jamaical ... . 181 218 252 222 222 224 228 213 213 341
37 Mexico ..o 29,552 34,802 34,885 31,720 32,424 31,748 31,826 32,050 31,620 32,235
38  Netherlands Antilles. 839 1,154 1,350 1,387 1,071 1,340 1,022 ,043 927 839
39 Panama................ 10,210 7,848 7,707 6,526 6,519 6,650 6,532 5,859 6,198 6,135
40 Peru................... 2,357 2,536 2,384 2,016 1,990 1,947 1,874 1,8527 1,806 1,767
41 Uruguay ............... 686 977 1,088 947 954 960 966 956 961 953
42 Venezuela. ... 10,643 11,287 11,017 10,838 10.876 10,871 10,947 11,269 11,185 11,294
43 Other Latin America and Caribbean 1,991 2,277 091 2,022 2,135 067 A 1,976/ 1,973 1,918
A4 ASIA . . 60,952 67,837 66,316 62,847 60,578 66,166 65,898 71,0737 70,726 73,451
China

45 Maintand. .. ... ... o o 214 292 710 997 748 639 750 820 902 603
46 TaAIWAN. ..o e 2,288 1,908 1,849 1,329 1,258 1,535 1,300 1,243 1,400 1,132
47  Hong Kon; 6,787 8,489 7,293 6,917 6,472 6,796 6,923 7,6027 8,208 8,142
48  India 222 330 425 388 439 450 332 284 481 398
49 Indones 348 80S 724 653 608 698 692 793 710 716
50 israel.... 2,029 1,832 2,088 1,901 1,958 1,991 1,834 1,697 1,616 1,613
S1 Japan............ ... .. o 28,379} 30,354 29,066 28,558 26,768 31,209 N2 36,4717 36,711 37,898
52 Korea ................. TR 9,387 9,943 9,285 R 8,908 9,241 8,839 9,087" 9,242 9,286
53 Philippines ....... . 2,625 2,107 2,555 2,239 2,285 2,224 2,206 2,224 2,336 2,325
54 Thailand ..... ... ... . .. 643 1,219 1,125 756 788 840 793 7657 810 765
55 Middie East oil-exporting countries 3,087 4,954 5,044 4,576 4,239 4,298 3,975 3,869 3,577 4,765
56 Other Asia ...... .. ... i 4,943 5,603 6,152 5,436 6,106 6,245 6,021 6,218 4,732 5,807
5,346 6,654 6,615 5,463 5,394 5,407 5,416 5,3600 5,128 5,003
322 747 728 668 685 721 677 690 653 637
353 440 583 610 584 575 59] 612 646 660
2,012 2,634 2,795 1,968 1.848 1,942 1,965 1,856" 1,799 1,716
57 33 18 2 21 20 18 18 17 17
Qil-exporting countrie: o 801 1,073 842 674 677 630 582 562" 488 464
63 Other...... ... ool 1,802 1,727 1,649 1,524 1,579 1,520 1,584 1,621 1,525 1,508
64 Other COUNLTIES ... ... vt 2,107 2,898 3,447 3,0 3,144 3,379 3,230 3,199 3,308 3,082
65 Australia . . 1,713 2,256 2,769 2,293 2,341 2,401 2,409 2,367 2,480 2,237
66 Allother........... ... . ... ..ol 394 642 678 818 803 978 821 832 825 845

67 Nonmonetary international and regional
organizations® ... ... ... 68 164 800 768 612 1,030 1,292 809 483 502

1. Includes the Bank for lnternational Settlements. Beginning April 1978, also

includes Eastern European countries not listed in line 23,

2. Beginning April 1978 comprises Bulgaria, Czechoslovakia, the German

Democratic Republic, Hungary, Poland, and Romania.

3. Included in "*Other Latin America and Caribbean’’ through March 1978,

4. Comprises Bahrain, lran, Iraq, Kuwait, Oman, Qatar, Saudi Arabiju, and
United Arab Emirates (Trucial States).
5. Comprises Algeria, Gabon, Libya, and Nigeria.
‘for International Settlements, which is included in

6. Excludes the Bank
**Other Western Europe.’
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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

1985 1986
Type of ¢laim 1982 1983 1984
Oct Nov Dec. lan, Feb.r Mar Apr.p
T Total .. ... 396,015 426,215 433078 | ... [ ... 432,090 [ ... L.l 417,850 .......
2 Banks' own claims on foreigners. ... .. 355,705 w13 400,162 381,103 384,515 403,209 386,367 389,338 394,660 400,936
3 Foreign public borrowers . ... ... . 45,422 57,569 62,237 60,132 59,920 60,33) 60,469 60,539 60,424 60,001
4 Own foreign offices! .. ... 127,293 146,393 156,216 156,011 158,752 176,535 163,983 169,036 173,948 178,527
$ Unaffiliated foreign banks 121,377 123,837 124,932 113,664 115,189 116,244 111,957 110,175 110,567 111,901
6  Deposits . 44,223 47,126 49,226 47,345 47,610 47,416 45,694 44,160 44,973 46,097
7 Other.......... 77,153 76,711 75,706 66,319 67,578 68,829 66,263 66,015 65,593 65,804
8 All other foreigners .,............... 61,614 63,514 56,777 51,296 50,654 50,098 49,958 49 587 49,721 50,506
9 Claims of banks' domestic customers? .. 40,310 34,903 32916 | ....... 0 ... 28,881 | ... ... 23,197 .......
10 Deposits . .. .ovvveivieanineenes 2,491 2,969 3380 | ... 333 0 o] 496
1t Negotiable and readily transferable
instruments®. ... ... ..o 30,763 26,064 PAR.T I U 19332 ) Lo L 15943 1 ...
12 Outstanding cotlections and other
claims ........ ...l 7.056 5,870 732 | 0| 6214 | ... ..l 47517 ...
13 Memo: Customer liability on
ACCEPLANCES ... .o 38,153 37,715 A3 | o 28180 | ... ...l 28819 .......
Dollar deposits in banks abroad, re-
ported by nonbanking business en-
terprises in the United States®. ... 42,455 46,337 40,714 37757 37,856 37,378 39,4657 42,112 41,317 n.a

i. U.S. banks: includes amounts due 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 foreign bank,
and foreign branches, agencies, or wholly owned subsidianes 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. Includes demand and time deposils and negotiabie and nonnegotiubie
certificates of deposit denominated in U.S. dollars issued by banks abroad. For
dcsjgrz‘)ption of changes in data reported by nonbanks, see July 1979 BULLETIN,
p.

NoTtE. Beginning April 1978, data for banks’ own claims are given on a monthly
bastis, but the data for claims of banks’ own domestic customers are available on a
quarterly basis 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

1985 1986
Maturity; by borrower and area 1982 1983 1984
June Sept, Dec. Mar.?
T Total . . o e 228,150 243,718 243,952 232,485 232,360 227,238 219,209
By borrower
2 Maturity of 1 yearordess! . ... i 173,917 176,158 167,858 159,383 162,262 160,162 151,300
3 Foreign public borrower: Lo 21,256 24,039 23,912 23,764 26,466 26,312 24,027
4 All other foreigners .. .. 152,661 i52,120 143,947 135,619 135,797 133,850 127,273
5 Maturity of over Tyear! ............... ... 54,233 67,557 76,094 73,102 70,098 67,076 67,910
&  Foreign public borrowers ........................ L 23,137 32,521 38,695 37,554 36,257 34,510 36,762
7 Al otherforeigners ... i 31,095 35,036 37,399 35,549 33,841 32,566 31,148
By area
Maturity of 1 year or less!
8  Europe 50,500 56,117 58,498 56,369 58,403 56,425 53,159
9  Canada.. 642 6,211 6,028 6,160 6,100 6,386 5,658
73,291 73,660 62,791 63,517 62,973 63,040 59,319
37,578 34,403 33,504 27,569 29,049 27,779 27,424
3,680 4,199 4,442 4,003 3,954 3,753 3,321
1,226 1,569 2,593 1,764 1,782 2,779 2,419
11,636 13,576 9,605 8,739 8,078 7.643 7,538
1,931 1,857 1,882 2,116 1,932 1,804 1,836
35,247 43 888 56,144 53,507 52,049 50,662 51,989
3,188 4,850 5,323 5,123 5,217 4,502 4,191
1,494 2,286 2,033 1,996 1,665 1,538 1,634
740 1,101 1,107 1,622 1,157 926 722

1. Remaining time to maturity.

2. Includes nonmonetary international and regional organizations.
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3.21 CLAIMS ON FOREIGN COUNTRIES Held by U.S. Offices and Foreign Branches of U.S.-Chartered Banks!

Billions of dollars, end of period

1984 1985 1986
Area or country? 1981 1982 1983
June® | Sept. | Dec. | Mar. | Junc | Sept. | Dec. | Mar.»
TTotRl . .o i 415.2 | 438,07 | 436.4/ | 430.2° | 409.1"7 | 408,00 | 407.9 | 399.0¢ | 397.8" | 396.9" | 395.9
2 G-10 countries and Switzerland. . ............. ... 175.5| 179.7 167.87 | 157.67 | 147.6 { 148,17 | 153.27 | 146.6" | 151.5 | 150.5' | 156.9
3 Belgium-Luxembourg ... .. 13.3 13.1 12.4 10.9 9.8 8.7 9.3 8.9 9.5 9.3 8.3
4  France . 15.3 17.1 16.2" 14.2 14.3 14.1 14.6 13.57 14.8" 12.37 13.8
S Germany ................. .. 12,9 12.7 11.3 10.9 10.0 9.0 8.9 9.6 9.8 10.5" 11.2
6 HALY oo s 9.6 103 11.4 1.5 9.2 10.] 10.0 8.6 8.3 9.8 8.5
7 Netherlands.......... ... ... i 4.0 16 3.5 3.0 3.4 39 3.8 3.7 34 3.8 3.5
8 Sweden..... ... 3.7 5.0 51 4.3 35 3.2 31 2.9 31 2.7 2.9
G Switzerland ... ... e 5.5 5.0 4.3 4.2 3.9 39 4.2 4.0 4.1 4.4 5.4
10 United Kingdom. ..., 701 721 653 { 6031 571" | 60.3 | 65.47 | 657 | 6.9 | 66.6/| 69.2
1o Canada. ... 10.9 10.4 8.3 8.9 8.1 1.9 9.1 8.1 1.5 7.0 6.1
120 Japan ... 3021 302 29.9 29.3 2.7 ) 0.1 | 247 | 21T | 2400 2417 28.1
13 Other developed countries ... e, 284( 337 36.1 37.17F 363 | 33.8 | 33.0 32.5 32,2 30.5 316
T4 ABSIHA . ottt 1.9 1.9 1.9 1.9 1.8 1.6 1.6 1.6 1.7 1.6/ 1.6
15 Denmark ... 23 2.4 34 3.1 2.9 2.2 2.1 1.9 2.1 24 2.5
6 Finland.................. i 1.7 2.2 2.4 2.3 1.9 1.9 1.8 1.8 1.8 1.6 1.9
17 Greece ............... ... 2.8 3.0 28 313 3.2 29 29 2.9 2.8 2.6 2.5
18 Norway .... 3.1 33 33 3.2 32 3.0 2.9 2.9 34 2.9 2.7
19  Portugal .... 1.1 1.5 1.5 1.7 1.6 1.4 1.4 1.3 14 1.3 1.1
20 Spain....... 6.6 7.5 7.1 7.3 6.9 6.5 6.4 59 6.1 5.8 6.4
21 Turkey ............ 1.4 1.4 1.7 2.0 2.0 1.9 1.9 2.0 2.1 1.9 2.3
22 Other Western Europe 2.1 23 1.8 L9 1.7 1.7 1.7 1.8 L7 2.0 2.4
23 South Africa 2.8 3.7 4.7 4.7 5.0 4.5 4.2 39 3.3 3.2 3.2
24 Auvstralia ... 2.5 4.4 5.5 5.7 6.2 6.17 6.2 6.4 58 5.2 5.0
25 OPEC countries® ... ... ... .. ... . i 24.8 22> 28.8" 26.4" 24.7 25.% 24.8 3.0 23.1 21.87 20.7
26 Ecuador................. e 2.2 2.2 2.2 2.1 2. 2.2 22 2.2 2.2 2.1 2.2
27 Venezuela .. e 9.9 10.5 9.9 9.5 9.2 9.3 9.3 9.3 9.0¢ 8.9 8.7
28 Indonesia 2.6 32 38 3.9 kX 3.7 kX3 34 3.4 iy 33
29  Middle East countries .. 7.5 8.5" 9.9 8.27 7.3 7.9 7.4 6.1 6.2 5.5 4.7
30 African COUDEFIES .. ... ... vuoimniiiaiiiai e 2.5 2.8 3.0 2.7 2.5 23 23 2.2 2.3 2.0 1.8
31 Non-OPEC developing countries ........................... 963 | 106,87 § 11137 112.77 | 112.17 | 312,27 | 111,37 | 110.47 | 108.27 | 105.57 { 103.6
Latin America
32 ATEENINH . ... s 9.4 8.9 9.5 9.2 9.1 8.7 8.6 8.6 8.9 8.9 8.9
33 Brazil ...... .. 19.1 22.9 231 5.4 263 26.3 26.4 26.6 25.57 25.6 25.7
34 Chile....... 5.8 6.3 6.4 6.7 7.1 7.0 7.0 6.9 6.6 7.0 6.9
35  Colombia ... 2.6 31 3.2 3.0 2.9 29 2.8 2.7 2.6 2.7 2.3
36 Mexico. .. 21.6 242 25.87 5.9 26.00 257 25.5 253 24.47 4.1 23.9
37 Pertl ... 2.0 2.6 2.4 2.3 2.2 2.2 2.2 2.1 1.9 1.8 1.7
38  Other Latin America 4.1 4.0 4.2 4.1 3.9 39 37 3.6 3.5 34 36
Avsiu
China
39 Mainland 2 2 3 6 .5 7 N 3 1.1 .5 K
40 Taiwan 5.4 5.3 5.3 5.3 5.2 5.1 5.y 55 5.1 4.5 4.3
41 India 3 K3 1.0 1.0 1.0 1.0 1.0 1.0 1.1 1.3 1.2
42 lsrael 2.1 2.3 1.9 1.9 1.7 1.8 1.7 23 1.5 1.6 1.3
43 Korea (South) 9.4 10.9 11.3 11.2r 10.4r 10.87 10.57 10.2 10.5" 9.6 9.5
44 Malaysia. . 1.7 21 2.9 2.7 kX4 2.8 2.8 2.8 2.8 2.4 2.2
45 Philippines 6.0 6.3 6.2 6.3 5.9 6.0 6.1 6.0 6.0 5.7 5.6
46  Thailand. . 1.5 1.6 22 1.9 1.8 1.8 1.7 1.6 1.6 1.4 1.3
47  Other Asia 1.0 1.1 1.0 1.1 1.0 1.2 I 1.0 1.1 1.1 9
Africa
48 ERYPl ..o I.1 1.2 1.5 1.4 1.2 1.2 1.1 1.0 1.0 1.0 9
49 Morocco 7 Ni 8 8 .8 8 8 .8 .9 9 9
50 Zaire..... 2 1 N N .1 .l .1 1 N .1 .
51 Other Africa’ 2.3 2.4 23 1.9 1.9 21 2.2 2.0 2.0 1.9 1.9
52 Eastern Europe. ... ... ... oo 7.8 6.2 5.3 4.9 4.5 4.4 43 4.3 4.6 4.27 4.0
53 USSR ....... 6 ) 2 2 2 1 2 3 2 .1 3
54 Yugoslavia 2.5 2.2 2.4 23 2.3 2.3 22 22 2.4 2.2 2.0
55 OMher .. oot e 4.7 3.7 2.8 2.4 2.1 2.0 1.9 1.8 1.9 1.8 1.7
56 Offshore banking centers ............ccovivriai .. 63.7 66,6” 70.2r | 739 66.4" 66.7 64.27 65.00 | 60.3 67.271 62.6
57 Bahamas ........................ 19.0 19.0 218 27.41 233 21.5 20.0 211 16.6/ 221 21.0
S8 BErmuda . ... e 7 .9 9 N 1.0 9 7 9 8 7 N
5§59  Cayman Islands and other British West Indies ............. 12.4 12.87 12.2 12.2r 1.1 11.87 12.37 2.1 2.y 13.2 1.3
60 Netherlands Antitles ...................... ... . 3.2 3.3 4.1 33 3.1 3.4 3.3 3.2 23 23 2.3
61  Panama®.......... 7.7 1.5 5.87 6.57 5.6 6.7 5.5 5.4 6.1 6.00 59
62 Lebanon........ 2 .1 .1 A .1 .1 1 N} Q0 i N
63 Hong Kong ..... 1.8 13.9 15.0 13.57 12.7 12,57 12.47 1.6 12.7 12.9- 12.9
64  Singapore. .. 8.7 9.2 10.3 10.3 9.5 9.8 10.0 9.7 9.4 9.9 8.4
65 Others”....... .1 .0 0 .0 0 0 .0 0 .0 0 .0
66 Miscellaneous and unallocated® 18.8 17.9 17.0 17.6° 17.4 17.5 17.2 17.3 17.6 17.27 16.5

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 of forcign-owned banks.
Offices not covered include (1) U.S. agencies and branches of foreign banks, and
{2) foreign subsidiaries of U.S. banks. To minimize duplication, the data are
adjusted to exclude the claims on foreign branches held by a U.S. office or another
foreign branch of the same banking institution. The data in this table combine
foreign branch claims in table 3.14 (the 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 toreign branches).

2. Revisions shown in this issue have been made in part to correct some
double-counting of claims heid by foreign branches located in Puerto Rico, the
U.S. Virgin Islands, and Guam.

3. Beginning with June 1984 daia, reported claims held by foreign branches
have been reduced by an increase in the reporting threshold for **shell’’ branches
from $50 million to $150 million equivalent in total assets, the threshold now
applicable to all reporting branches.
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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

1984 1985
Type, and area or country 1981 1982 1983
Dec. Mar June Sept. Dec.
Pootal ..o 28,618 27,512 25,346 29,357 26,243 24,591 25,184 27,018
2 Payableindollars ........... ..o 24,909 24,280 22,233 26,389 23,466 21,945 22,364 23,811
3 Payable in foreign currencies 3,709 3,232 3,113 2,968 2,777 2,646 2,820 3,2
By type
4 Financial liabilities . ................... .. ... ... 12,157 11,066 10,572 14,505 11,722 11,489 11,743 12,856
5 Payable in dollars ........ . 9,499 8,858 8,700 12,553 9,873 9,533 780 10,835
6 Payable in foreign currencies ...................... 2,658 2,208 1,872 1,955 1,849 1,956 1,963 2,021
7 Commercial liabilities. .............. ... .. ... ... 16,461 16.446 14,774 14,849 14,521 13,103 13,441 14,162
8 Trade payables . 10,818 9.438 7,765 R 7,052 5,854 5,694 6,685
9  Advance receipts and other liabilities . .. ......... ... 5,643 7,008 7.009 7,843 7,469 7,249 7,747 7,477
10 Payable in dollars 15,409 15,423 13,533 13,836 13,593 12,413 12,584 12,976
11 Payable in foreign currencie 1,052 1,023 124) 1013 928 690 857 1,186
By ared or country
Financial liabilities
12 Eurorc ......................................... 6,825 6,501 5,742 6,728 6,138 5,934 6,534 7,146
13 Belgium-Luxembourg . . .. 471 505 302 471 298 351 367 329
14 Framce .. ........... i 783 843 995 896 865 849 857
15 Germany .. .. 491 467 502 489 506 474 493 419
16 Netherlands . 748 Il 621 590 619 604 624 748
17 Switzerland. . ... .. 715 79 486 569 541 566 593 676
1R United Kingdom ...................... 3,565 3,102 2,839 3,297 3,039 2,825 3,318 3,822
19 Canada ... ... e 963 746 764 863 840 850 826 760
20 Latin America and Caribbean. ..................... 3,356 2,751 2,59 5,086 3,147 3,106 2,619 3,152
21 Bahamas .................. 1,279 751 1,926 1,341 1,107 1,145 1,120
22 Bermuda 7 14 13 13 25 10 4 4
23 Brazil............ 22 28 32 35 29 27 23 29
24 British West Indies 1,241 1,027 1,041 2,103 1,521 1,734 1,234 1,814
25 Mexico .......... . . 102 121 213 367 25 32 28 15
26 Venezueia. ... i 98 114 124 137 3 3 3 3
27 Asia.... 976 1,039 1,424 1,777 1,555 1,555 1,728 1,765
28 Japan ... 792 715 991 1,205 1,033 965 1,098 1,148
29 Middle East oil-exporting count 75 169 170 155 124 147 82 82
30 AFTICH o e 14 17 19 14 12 14 14 12
3 Oil-exporting countries®. . ........ ... ... ......... ) ] ] 0 0 0 0 0
32 Allothert . e 24 12 27 4} 31 30 22 21
Commercial liabilities
330 BUrOPE ... 3,770 3,831 3,245 4,001 3.519 3,485 3,897 4,011
34 Belgivm-Luxembourg . . 71 52 62 48 37 53 56 62
3s France ...... sl 573 598 437 438 401 425 431 453
36 Germany . ... 545 468 427 622 590 431 601 607
37 Netherlands . 220 346 268 245 272 284 386 364
k! Switzerland. .. .. .. . 424 367 241 257 233 3s3 289 379
39 United Kingdom . ................ . ..o 880 1,027 131 1,095 52 740 RSR 976
40 Camadet ... o i 897 1,495 1,841 1,975 1,727 1,494 1,383 1,449
41  Latin America and Caribbean...................... 1,044 1,570 1,473 1,871 1,717 1,244 1,262 1,088
42 Bahamas................ 2 16 1 7 11 12 2 12
43 Bermuda . . 67 17 67 i14 112 77 105 77
44 Brazil............ 67 60 44 124 101 90 120 58
45 British West Indies 2 32 6 32 21 i 15 44
46 Mexico ... . 340 436 585 586 654 492 415 430
47 Venezuela 276 642 432 636 395 309 311 212
48 9,384 8,144 6,741 5,285 5,721 5,259 5,353 6,046
49 1,094 1,226 1,247 1,256 1,241 1,232 1,567 1,799
S0 7,008 5,503 4,178 2,372 2,786 2,396 2,19 2,829
51 703 753 553 588 765 633 572 587
52 Oil-exporting countries®. .. ......... ... ......... 344 277 167 233 294 265 235 238
S3 0 Allother* . .. . .. 664 651 921 1,128 1,070 988 975 982

1. For a description of the changes in the International Statistics iables, see

July 1979 BULLETIN, p. 550.

2. Comprises Bahrain, lran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and

United Arab Emirates (Trucial States).

3. Comprises Algeria, Gabon, Libya, and Nigeria.

4. Includes nonmonetary international and regional organizations.

5. Rcvisiops include a reclassification of transactions, which also affects the
totals for Asia and the grand totals.

NOTES TO TABLE 3.2)—CONTINUED

4. Besides the Organization of Petroleum Exporting Countries shown individ-
ually, this group includes other members of OPEC (Algeria, Gabon, Iran, Irag,
Kuwail, Libya, Nigeria, Qatar, Saudi Arabia, and United Arab Emirates) as well

as Bahrain and Oman (not formally members of OPEC).
5. Excludes lLibena.

6. Includes Canal Zone beginning December 1979.
7. Foreign branch claims only.
8. Includes New Zealand, Liberia, and international and regional organiza-

tions.
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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS

United States'
Millions of dollars, end of period

Reported by Nonbanking Business Enterprises in the

1984 1985
Type, and area or country 1981 1982 1983
Dec Mar June Sept. Dec
I T 7 36,185 28,725 34,911 29,839 28,672 26,968 28,487 28,071
2 Payable in dollars ....... P N 32,582 26,085 31,815 27,242 26,100 24,339 25,621 25,769
3 Payable in foreign currencies 603 2,640 3, 2,597 2,571 2,629 2,866 2,302
By type
4 Financial claims ......... ... ..o i 21,142 17,684 23,780 19,192 18,375 16,512 19,024 18,031
5 poOSits ... .. .. 15,081 13,058 18,456 14,559 14,368 12,657 15,135 14,805
6 Payable in dollars .......... 14,456 12,628 17,993 14,140 13,871 12,101 14,432 14,190
7 Payable in forc\gn currencies 625 430 503 420 497 556 704 61S
8  Other financial claims. ........ 6,061 4,626 5,284 4,633 4,007 3,856 3,889 3,227
9 Payable in doll@rs .. .. 3,599 2,979 3,328 3,190 2,442 2,375 2,351 2,192
10 Payable in foreign currencies .................... 2,462 1,647 1,956 1,442 §,565 1,480 1,538 1,035
11 Commercial claims............ ... i 15,043 11,041 1,131 10,646 10,297 10,456 9,463 10,040
12 Trade receivables .......... .. FN .. 14,007 9,994 9,721 9,177 8,784 9,089 7,988 8,750
13 Advance payments and other claims. .. ........... .. 1,036 1,047 1,410 1,470 1,513 1,367 1,475 1,290
14 Payable in dollgrs ................................ 14,527 10,478 10,494 9,912 9,787 9,863 8,839 9,387
{5  Payable in foreign currencies ...................... 516 563 637 735 510 592 624 652
By area or country
Financial claims
16 BUFOPE .\ evit ettt e 4,596 4,873 6,488 5,754 5,774 5,445 6,452 6,306
17 Beigium-Luxembourg. . 43 15 37 15 29 15 12 10
18 France............... 285 134 150 126 92 Sl 132 184
19 Germany . . 224 178 163 224 196 175 158 223
20 Netherlands . 50 97 71 66 81 46 127 61
21 Switzerland. ... .. .. 117 107 38 66 46 16 53 74
22 United Kingdom . .............................. 3,546 4,064 5.817 4,856 5,042 4,867 5,725 5,492
23 Canada ... 6,755 4,377 5,989 3,979 3,934 3,747 4,022 3,256
24 Latin America and Caribbean. ..................... 8,812 7,546 10,234 8,170 7,612 6,475 7,450 7,650
25 Bahamas................. .. 3,650 3,279 4,71 3,282 3,018 2,153 2,290 2,638
26 Bermuda . . 18 32 102 6 6 b} 6
27 Brazil............ 30 62 53 100 98 96 92 78
28 British West Indies 3,971 3,255 4,206 4,021 3,924 3,657 4,504 4,440
29 Mexico ......... 313 274 293 215 201 2 201 180
30 Venezuela............. ... ..., 148 139 134 125 101 100 73 48
M Asia 758 698 764 961 856 639 969 696
32 Jap: 366 153 297 353 509 281 725 475
33 M 37 15 4 13 6 6 4
34 ATICE ... e 173 158 147 210 104 i 104 103
35 Oil-exporting countries® ... ............ ... ... 46 48 s 8s 32 25 3 29
36 Allother ... .. 48 31 159 17 97 95 26 24
Commercial claims
37 Europe ..o 5,405 3,826 3,670 3,801 3,360 3,689 3,235 3,533
38 Bergium-Luxcmbourg. . 234 151 135 165 149 212 158 175
39 France............... 776 474 459 440 375 408 360 426
40 Germany . . 561 357 349 374 358 378 336 346
41 Netherlands . 299 350 334 335 340 301 286 284
42 Switzerland. ... B 431 360 317 274 253 376 208 284
43 United Kingdom ... ............................ 985 811 809 1,063 885 950 779 898
44 967 633 829 1,021 1,248 1,065 1,100 1,023
45 3.479 2,526 2,695 2,052 1,973 2,124 1,717 1,808
46 12 2] 8 8 9 11 18 13
47 223 261 190 3N 164 65 62 93
48 668 258 493 214 210 193 211 206
49 12 12 7 7 6 29 7 6
50 1,022 775 884 583 493 616 416 510
51 424 351 212 206 192 224 149 157
520 ASIa .. 3,959 3,050 3,063 3,073 2,985 2,721 2,712 2,982
53 1,245 1,047 1,114 1,191 1,154 968 884 1,016
54 905 751 737 668 666 593 541 638
55 ATICA .t 772 588 588 470 510 522 434 437
56 Oil-exporting countries’......................... 152 140 139 134 141 139 131 130
57 Altother .. ... 461 417 286 229 221 336 264 257

I. For a description of the changes in the International Statistics tables, see

July 1979 BuLLETIN, p. 550,

2, Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and

United Arab Emirates (Trucial States).

3. Comprises Algeria, Gabon, Libya, and Nigeria.

4. Includes nonmonetary international and regional organizations.
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3.24 FOREIGN TRANSACTIONS IN SECURITIES
Millions of doliars
1986 1985 1986
Transactions, and area or country 1984 1985
‘]A‘;:,‘_' Oct. Nov. Dec. Jan. Feb. Mar Apr.r
U.S. corporate securities
Stocks

I Foreign purchases. .. 59,834 81,819 48,123 7.244 8,409 11,172 8,729 10,585 13,503 15,306
2 Foreignsales ............... 62,814 76,851 37,875 6,560 7,137 9,010 6,987 8,828 10,640 11,420
3 Net purchases, or sales (=) ...................... —-2,980 4,968 10,248 684 1,213 2,161 1,743 1,756 2,863 3,886
4 Forelgncountries. .. ............... .o, -3,109 4,884 10,130 656 1,362 1,996 1,755 1,737 2,816 3,822
S EUIOPE - ..ottt -3,077 2,068 6,820 554 948 1,339 1,173 1,393 2,205 2,049
6 France..................... —405 —438 -120 -82 -85 - 105 —-63 —68 ~26 36
T Germany.......c.c.oeoooon. -50 730 645 235 270 283 134 234 229 47
8 Netherlands ................ -357 122 518 33 47 125 109 121 166 123
9 Switzerland................. -1,542 =75 1,972 125 107 280 288 420 698 566
10 United Kingdom . . —677 1,674 2,989 210 579 700 615 634 1,021 719
11 Canada ...................... 1,691 355 189 -3 -70 93 121 -39 77 50
12 Latin America and Caribbean 495 1,718 1,206 89 243 308 —68 213 198 862
13 Middle East! -1,992 238 654 8 —174 227 208 -19 127 338
14 Other Asia . ... -378 313 920 -16 384 -25 268 154 122 376
15 Africa ........ -2 24 163 -4 -1 12 25 Jo 59 48
16 Othercountries ..o e, 175 168 176 55 32 44 26 24 28 98

17 Nonmonetary international and
regional organizations . ...................... 129 84 118 28 —89 165 -12 20 47 63

Bonos?

18 Foreign purchases A 39,296 87,176 41,455 7,401 12,466 9,755 6,065 9,2857 | 12,564 13,541
19 Foreignsales ................ .. i 26,199 3,068 24,255 2,786 4,284 4,558 2,939 4,936 7.420 8,960
20 Net purchases, orsales (—) ...................... 13,09% 44,109 17,200 4,614 8,182 5,197 3,126 4,350 5,144 4,581
21 Foreigncountries . .............................. 12,799 44,203 16,664 4,768 7,84 5,555 3,229 4,201 4,843 4,391
22 BUIOPE ©oovovvetre o e e 14,697 40,042 13,189 3,662 6,835 5,176 2,840 3,2y 3,690 3,536
23 France.............ooiiiiiia 207 210 -47 8 —15 0 27 -3 -17 -23
24 Germany. . .......eeiiiie 1,724 2,001 —~254 308 897 408 -2 45 224 -3
25 Netherlands .................. ..., 100 222 1S 0 158 13 85 25 2
26 Switzerland, ... 643 3,987 2,436 249 804 1,013 235 5“ 459 1,231
27 United Kingdom .................. 8,429 32,7157 10,936 3,036 4,903 3,696 2471 2,617 3.374 2,474
28 Canada ........... ..ooiiiiii ~62 189 -152 42 110 19 2 -3 ~198 75
29 Latin Amcnca and Caribbean 376 498 509 81 124 68 18 27 200 263
30 Middle East! —-1,030 —2,643 —548 H —215 —435 -174 15 ~389
31 Other Asia 1,817 6,068 3,632 966 975 703 541 I,064 1,144 883
32 Africa .......... o 1 11 5 1 0 4 1 1 0 3
33 Other cOURIIIES .. ......o\ oo iiiiiininiiinanan 0 38 28 6 -5 19 2 17 -10 19

34 Nonmonetary international and
regional organizations . .. ... ... . ... 297 -95 537 -154 358 —358 -103 149 301 190

Foreign securities

35 Stocks, net purchases, or sales (—) -1,101 -3,895 -3.757 —49 -303 —413 123 -1 -1,440 - 1,668
36 Forelgn purchases . 14,816 21,006 13,449 2,168 2,159 2,740 2,509 2,93 3,618 4,388
37 Foreignsales .............. ... 15.917 24,902 17,206 2,217 2,462 3,153 2,386 3,705 5,058 6,057
38 Bonds, net purchases, or sales (=) ............... -3,930 | -4,018 —-5,112 ~756 272 —138 —67 ~966 ~3,003 -1,076
39  Foreign purchases o 56,017 81,153 47,634 8,538 9,000 8,370 9,796 10,418 12,438 14,982
40  Foreignsales ..... ..ot 59,948 85,171 52,746 294 8,728 8,507 9,862 11,385 15,441 16,058
41 Net purchases, or sales (—), of stocks and bonds . . .. ~5,031 ~7,913 —8,869 805 -3 —~551 57 -1,738 —4,443 -2,744
-4,642 | -8,977 —8,643 -793 —254 —886 =3t} 1,879 | 4,119 | -2,614
—8,655 -9,926 -~8,575 —635 —1.046 —-424 -379 -1,918 -3,840 -2,438
542 1 ~1,686 ~1,313 -2 12 ~394 =219 -319 ~491 286
2,460 1,850 800 48 32 85 220 297 121 162
1,356 667 943 ~179 814 —-352 395 563 127 ~143
—108 75 27 -5 37 42 7 10 4 &
-238 43 -522 6 ~204 156 ~56 -512 —~40 85

49 Nonmonetary international and
regional organizations . . ......... ... ... —389 1,063 —226 -13 223 335 88 140 -324 —130

Comprises oil-exporting countries as follows; Bahrain, Iran, Iraq, Kuwait,

Oman (%amr Saudi Arabia, and United Arab Emirates (Trucial States).

2. Includes state and loca) government securities,

and sccurities of U.S.
government agencies and corporations. Also includes issues of new debt securi-

ties sold abroad by U.S. corporations organized 10 finance direct investments
abroad.
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3.25 MARKETABLE U.S. TREASURY BONDS AND NOTES Foreign Transactions

Millions of dolars

1986 1985 1986
Country or area 1984 1985
iap"r"' Oct. Nov. Dec. Jan. Feb. Mar. | Apr.r
Transactions, net purchases or sales (—) during period!
I Estimated total2 . . ... ..ot 21,501 | 29,786 | 16,955 —647 2,500 6,460 | —1,3%9 syt 9572 8,3%
2 Foreign countries? 16,496 | 29,303 | 13,346 —116 2,276 3,066 —884 3,883 | 2,361 7,986
3 Eurorq2 ................................................. 3,918 5,275 —699 ~995 180 114 1,818 1,813 1,531
4  Belgium-Luxembourg. . 476 - 135 10 29 ~44 3 -2 - 196 29
S Germany?... ......... 1,917 1,030 17 -101 302 132 459 322 117
6 Netherlands .......... 269 -93 -126 155 -82 26 ~261 61 81
7 Sweden.............. 976 71 —41 —42 ~4] —200 193 -14 93
8 Switzerland?.......... 760 368 116 -5l —-116 68 115 22 163
9  United Kingdom ........ -2,186 2,594 -733 —584 S0 -60 1,388 1,474 -207
10 Other Western Europe.................. 1,706 1,441 58 =301 111 Hé6 -175 144 1,285
J1 EasternEurope..................... 0. 0 0 0 0 0 0 0 0 Q
12 CANAAR ..ot ve ettt e ~190 225 138 -394 =71 —461 ~131 762 55
13 Latin America and Caribbean ............................. 1,418 4,312 2,140 125 735 90 107 584 227 1,222
14  Venezuela................. RO 14 238 206 91 72 -4 -53 63 127 196
1S Other Latin America and Caribbean 536 2,343 865 Ho 367 265 86 448 171 161
16  Netherlands Antitles...................... 869 1,731 1,069 -76 296 -133 74 200 -70 865
17 Asia. ...l 2,431 20,839 5,066 248 2,979 2,833 —584 1,311 ~-446 4,786
18 Japan 6,280 | 18,859 2,853 1,630 3,039 902 ~861 1,601 140 1,973
19 Africa .... -67 112 -39 9 i 9 -8 -12 ~18 ~1
20 All other .. 114 3t 678 63 -5t 25 -52 314 2 394
21 Nonmonetary international and regional organizations .. ...... 5,009 483 3,608 ~530 224 3,393 ~474 | —3,532 7,211 403
22 International.......... 4,612 -394 3,339 —430 -5 3,001 ~194 | —3,766 6,957 342
23 Latin American regional ......... .. ... .. 18 18 0 8 7 14 51 23 30
MEMO
24 Foreign countries? ... ... ..ot e 16,496 | 29,303 | 13,346 —-116 2,276 3,066 -884 3,883 1 2361 7,986
25  Official institutions .......... 505 8,427 5,092 | —1,209 -236 2,712 362 619 394 3,716
26 Other FOTCIBNZ L ...ttt 15,992 | 20876 8,255 1,093 2,512 355 | —1,246 32647 1967 4,270
Oil-exporting countries
27 Middle Eastd ..o e ~6,270 | —1,576 650 —~814 —413 740 222 -301 -607 1,336
28 AFTICEY. . =101 7 0 4 0 2 1 0 —2 1

t. Estimated official and private transactions in marketable U.S. Treasury
securities with an original maturity of more than | year. Data are based on
monthly transactions reports. Excludes nonmarketable U.S. Treasury bonds and

notes held by official institutions of foreign countries.

2. Includes U.S. Treasury notes publicly issued to private foreign residents

denominated in foreign currencies.

3. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
United Arab Emirates (Trucial States).
4. Comprises Algeria, Gabon, Libya, and Nigeria.
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3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Percent per annum

Rate on May 31, 1986 I Rate on May 31, 1986 Rate on May 31, 1986
Country Country Country
Per- Month Per- Month Per- Month
cent cffective cent effective cent effective
Austria.................. 4.0 Aug. 1985 France! ................. 7.25 May 1986 NOIrWaY ... .coovvrennnnn. X Jupe 1983
Belgium . 8.0 May 1986 Germany, Fed. Rep. of ... 3.5 Mar. 1986 Switzertand ... ..... . X Mar. 1983
Brazil . 49.0 Mar. 1981 Raly .............ns 2.0 May 1986 United Kingdom?, ........[.........] .........
Canada. . 8.43 May 1986 Japan ..... . 3.5 Apr.1986 Venezuela......... Oct, 1985
Denmark ........... 7.0 Oct. 1983 Netherlands . .... 4.5 Mar. 1986
1. As of the end of February 1981, the rate is that at which the Bank of France or makes advances against eligible commercial paper and/or government commer-
discounts Treasury bills for 7 to 10 days. cial banks or brokers. For countries with more than one rate applicable to such
2. Mini ing rate suspended as of Aug. 20, 1981, discounts or advances, the rate shown is the one at which it is understood the
NoOTE. Rates shown are mainly those at which the central bank either discounts central bank transacts the largest proportion of its credit operations.
3.27 FOREIGN SHORT-TERM INTEREST RATES
Percent per annum, averages of daily figures
1985 1986
Country, or type 1983 1984 1985
Nov Dec. Jan. Feb Mar. Apr May
1 Eurodollars.............oooivinnis 9.57 10.75 8.27 8.02 7.99 8.02 7.89 7.42 6.80 6.86
2 United Kingdom o 10.06 9.91 12.16 11.50 11.66 12.78 12.60 11.70 10.43 10.16
3 Canada .. 9.48 11.29 9.64 8.85 9.28 10.23 11.81 10.94 9.57 8.60
4 Germany .. ... 5.73 5.96 5.40 4.82 4.80 4.65 4.47 4.49 4.48 4.58
4.11 4.35 4.92 4.07 4.13 4.08 185 3.84 4.04 4.32
5.58 6.08 6.29 5.90 5.79 5.71 5.74 5.44 5.23 5.76
12.44 11.66 9.91 8.95 £.92 8.95 8.81 8.28 7.66 7.21
18.95 17.08 14.86 14.29 14.71 14.88 15.91 16.05 13.62 12.35
10.51 11.41 9.60 8.66 9.14 9.75 9.75 9.75 8.51 7.9
6.49 6.32 6.47 7.29 7.36 6.54 6.04 5.47 4.85 4.58

NOTE. Rates are for 3-month interbank loans except for Canada, finance company paper; Belgium, 3-month Treasury bills; and Japan, Gensaki rate.
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3,28 FOREIGN EXCHANGE RATES

Currency units per dollar

1985 1986
Country/currency 1983 1984 1985
Dec. Jan. Feb. Mar. Apr. May

| Australia/doliar!................ ... ... 90.14 87.937 70.026 68.11 70.00 69.93 70.79 72.28 72.72

2 Austria/schitling. . .............. oo 17.968 20.005 20.676 17.658 17.151 16.389 15.976 15.965 15.667
3 Belgium/ranc........ocoi i 51.121 57.749 59.336 51.251 49.843 47,748 46.603 46,394 45.497
4 Brazillcruzeiro ..., 573.27 1841.50 6205.10 9915.71 11345.26 13020.00 13.84? 13.84 13.84

S Canada/dollar.......................... 1.2325 1.2953 1.3658 1.3954 1.4070 1.4043 1.4009 1.3879 1.3757
6 China, P.R./yuan 1.9809 2.3308 2.9434 3.2095 3.2095 3.2182 3.2202 32143 3.2014
7 Denmark/krone .......... . 9.1483 10.354 10.598 9.1221 8.9468 8.6048 8.4096 8.3928 8.2479
8 Finland/markka ........................ 5.5636 6.0007 6.1971 5.4824 5.4131 5.2465 5.1517 5.1235 5.0967
9 France/franc..........c..ooviveoioini. 7.6203 8,7355 8.9799 7.6849 7.4821 7.1575 6.9964 7.2060 7.0967
10 Germany/deutsche mark ................ 2.5539 2.8454 2.9419 2.5122 2.4384 2.3317 2.2782 2.2732 2.2277
11 Greece/drachma...............cooiinl . 87.895 112.73 138.40 150.186 148.69 143.48 141.43 142,50 139.64
12 Hong Kong/dollar ...................... 7.2569 7.8188 7.7911 7.8064 7.8081 7.8042 7.81258 7.7957 7.8080
13 Indiafrupee ... .. oo 10.1040 11.348 12.332 12.1524 12.243 12.370 12.289 12.393 12.466
14 Ireland/pound! ............ .. .. ... 124.81 108.64 106.62 122.48 124.75 129.79 132,87 133.71 136.62
15 Malyflita........coooiveii i 1519.30 1756.10 1908.90 1713.50 1663.14 1588.21 1548.43 1559.45 1528.50
16 Japan/yen ............ 237.55 237.45 238.47 202.79 199.89 184.85 178.69 175.09 167.03
17 Malaysia/ringgit ... .... 2.3204 2.3448 2.4806 2.4291 2.4489 2.4704 2.5367 2.5981 2.5978
18 Netherlands/guilder. . .. 2.8543 3.2083 3.3184 2.8293 2.7489 2.6343 2.5678 2.5629 2.5082
19 New Zealand/dollar! . .. 66.790 57.837 49.752 52.633 $4.657 $3.177 52.820 56.127 56.666
20 Norway/krone ........ 7.3012 8.1596 8.5933 7.6524 7.5541 7.2789 71714 7.1603 7.4106
21 Portugallescudo . ...l 111.610 147.70 172,07 160.798 157.99 152.63 149.40 150.79 149.12
22 Singapore/dollar. ............. .. ... 2.1136 2.1325 2,2008 2.1213 2.1289 2.1401 2.1600 2.1880 2.2157
23 South Africa/rand' ................ ... 89.85 69.534 45.57 37.05 42.40 47.94 49.04 48,77 45.67
24 South Korea/won . P 776.04 807.91 861.89 893.13 892.75 888.57 886.66 887.95 889.09
25 Spain/peseta ... . . 143.500 160.78 169.98 156.052 152.91 147.31 143.06 144,11 141.62
26 Sri Lanka/rupe 23.510 25.428 27.187 27.420 26.342 27.5%6 27.623 27.791 27.932
27 Sweden‘krona. .. 7.6717 8.2706 §.6031 7.6817 7.5938 7.3997 7.2610 7.2433 7.1458
28 Switzerland/franc. ... .. 2.1006 2.3500 2.4551 2.1042 2.0660 1.9547 1.9150 1.9016 [.8538
29 Taiwan/dollar .......................... n.a. 39.633 39.889 39.906 39.405 39.239 39.027 38.689 38.460
30 Thaitand/baht .................cooiinn 22.991 23.582 27.193 26.715 26.676 26.492 26.418 26.429 26.327
31 United Kingdom/pound’ ................ 151.59 133.66 129.74 144.47 142.44 142.97 146.74 149.85 152.11

Memo
32 United States/dollar?. . .................. 125.34 138.19 143.01 125.80 123.65 118.77 116.05 115.67 113.27

1. Value in U.S. cents.

2. Index of weighted-average exchunge value of U.S. doliar against currencies
of other G-10 countries plus Switzerland. March 1973 = 100. Weights are 1972-76
global trade of each of the 10 countries, Series revised as of August 1978, For
description and back data, see ‘‘Index of the Weighted-Average Exchange Value
of the U.S. Dollar: Revision* on p. 700 of the August 1978 BULLETIN.

3. Currency reform.
NoOTE. Averages of certified noon buying rates in New York for cable transfers.
Data in this table also appear in the Board’s G.5 (405) release. For address, see
inside front cover.
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Symbols and Abbreviations

Corrected

Estimated

Preliminary

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)

| o0

*

General Information

Minus signs are used to indicate (1) a decrease, (2) a negative
figure, or (3) an outflow.

“U.S. government securities’’ may include guaranteed
issues of U.S. government agencies (the flow of funds figures
also include not fully guaranteed issues) as well as direct

STATISTICAL RELEASES

0 Calculated to be zero

n.a. Not available

n.e.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

obligations of the Treasury. ‘‘State and local government’’
also includes municipalities, special districts, and other politi-
cal subdivisions.

In 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 TABLES

Issue Page
June 1986 A77

Published Irregulary, with Latest Bulletin Reference

Assets and liabilities of commercial banks, March 31, 1983.....
Assets and liabilities of commercial banks, June 30, 1983 .......
Assets and liabilities of commercial banks, September 30, 1983
Assets and liabilities of commercial banks, December 31, 1983
Assets and liabilities of U.S. branches and agencies of foreign banks, December 31, 1985..........
Assets and liabilities of U.S. branches and agencies of foreign banks, March 31, 1985...............
Assets and liabilities of U.S. branches and agencies of foreign banks, June 30, 1985 .................

August 1983 A70
December 1983  A68
March 1984 A68
June 1984 A66
August 1985 A76
November 1985 A76
January 1986 A70

Assets and liabilities of U.S. branches and agencies of foreign banks, September 30, 1985 ......... May 1986 A74

Terms of lending at commercial banks, August 1985..............
Terms of lending at commercial banks, November 1985 .........
Terms of lending at commercial banks, February 1986...........
Terms of lending at commercial banks, May 1986 .................

.............................................. May 1986 A70

November 1985 A70
March 1986  A70

July 1986 A70



A70 Special Tables [ August 1986

4.23 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, May 5-9, 1986!

A. Commercial and Industrial Loans

Weighted Loan rate (percent} e

Amount Average average Loans Partici-

L of loans size maturity? made under pation

Characteristics (thousands (thousands Weighted Standard Inter- commitment loans
of dollars) | of dollars) average ian i quartile (percent) (percent)

Days effective? errol range’
ALL BANKs
1 Overnight®..............o.oovuue 16,796,379 6,319 * 7.45 09 7.28-7.65 79.3 1.4
2 One month and under 7,400,682 630 18 7.97 .09 7.41-8.20 68.3 8.5
3 Fixedrate ........ ... . ...l 5,582,297 869 17 7.82 .08 7.38-8.04 63.4 6.0
4  Floatingrate .................... 1,818,385 342 21 8.45 .21 7.51-9.14 83.2 16.1
5 Over one month and under a year ... 8,758,794 94 145 9.02 26 7.65-9.92 70.0 16.5
6 Fixedrate ..............0....... 3,872,503 75 117 8.89 32 7.64-9.74 61.4 13.6
7 Floatingrate .................... 4,886,291 116 167 9.12 .23 7.72-9.92 76.9 18.8
8 Demand? ...l 6,444,800 181 * 8.84 12 7.76-9.65 74.7 7.1
9 Fixedrate ......... . 1,067,107 278 * 8.00 A2 7.32-8.30 75.7 1.0
10 Floating rate 5,377,693 169 * 9.01 Bl 8.17-9.92 74.5 83
It Total shortterm ................... 39,400,655 275 43 8.13 .18 7.36-8.78 4.4 7.0
12 Fixed rate (thousands of dollars) ..., | 25,923,503 406 23 7.75 19 7.30-7.88 72.5 38
13 24 340,596 7 115 11.90 .23 10.75-12.96 19.3 .1
246,526 33 117 1£.36 .25 9.70-12.75 26.3 33
234,280 64 103 10.75 .30 9.84-11.84 26.9 B
502,385 190 9 9.9) .25 8.87-10.49 52.8 54
313,732 649 8 8.78 .18 7.76-9.42 62.2 9.6
24,285,983 7,587 18 7.57 .07 7.30-7.79 74.7 38
13,477,153 169 105 8.85 .16 7.66-9.69 78.1 13.3
405,983 10 160 10.82 .14 9.92-11.49 67.2 1.7
414,745 34 155 10.41 .07 9.65-11.02 63.8 2.2
624,411 66 153 10,04 .05 9.38-10.52 66.1 4.9
2,325,315 194 154 9.80 .08 8.87-10.38 69.8 4.8
1,075,887 634 143 9.45 06 8.84-9.92 72.1 5.6
8,630,812 4,141 83 8.26 15 7.42-8.84 83.2 8.2
Months
26 Totallongterm.................... 5,130,929 22t 50 9.07 21 7.76-9.92 75.4 14.9
27 Fixed rate (thousands of dollars) . 1,562,951 162 49 9.06 .34 7.44-10.47 64.6 59
8 . 138,468 16 46 12.28 .45 11.02-12.75 129 6
121,037 171 87 11.45 33 10.47-12.19 19.5 33
22,967 665 67 9.39 .36 8.93-10.33 65.5 7.2
1,280,480 5.648 46 8.48 3t 7.39-9.03 74.5 6.8
3,567,977 263 Sy 9.07 .16 8.19-9.92 80.1 18.9
,406 24 48 10.54 .18 9.84-11.02 40.0 2.0
442,587 204 52 9.85 .08 9.38-10.38 n.6 7.7
216,735 639 49 9.47 il 8.84-9.96 82.9 16.7
2,659,250 4,450 S1 8.77 19 7.78-9.58 84.9 22.5
Loan rate {(percent}
Days Prime rate®
Effective’ | Nominal®
LoaNs MADE Bitow Prime!?
37 Qvernight®. .. .............. ... ... 16,214,379 9,774 M 7.39 7.21 8.50 79.4 1.5
38 One month and under.............. 6,358,788 3,968 18 7.68 7.41 8.52 73.6 12.7
39 Over one month and under a year ... 4,294,210 614 124 7.84 7.61 8.65 80.5 22.4
40 Demand? .................. ... ... 2,618,224 2,186 * 7.69 7.45 8.54 70.3 2.7
4] Total shortterm ................... 29,485,601 2,574 25 7.54 7.33 8.53 77.8 7.1
42 Fixed rate .. 23,535,840 3,091 17 7.50 7.30 8.5] 76.5 4.9
43 Floating rate 5,949,760 1,550 68 7.73 7.47 8.61 81.4 15.4
Months

44 Totallongterm .. .................. 2,171,279 1,065 46 7.83 7.61 8.63 84.4 114
45 Fixedrate .........ocvvvnionin.n. 914,661 1,088 44 7.78 7.58 8.58 77.3 5.6
46 Floating rate ...................... 1,256,619 1,049 47 7.89 7.62 8.67 89.7 i5.6

For notes see end of table.
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4.23 Continued
A. Continued

Weighted Loan rate (percent)
Amount Average average Loans Partici-
Characteristi of loans size maturity? made under pation
haracteristics (thousands | (thousand Weighted Standard Inter- commitment loans
of dollars) of dollars) average ?r':_o;kr quartile (percent) (percent)
Days effective? range’
LARGF. BANKS
I Overnight® ... ..................... 13,866,576 9,379 * 7.46 A9 7.28-7.65 82.0 1.6
2 One month and under . .......... ... 5,134,695 2,275 18 7.86 .08 7.38-8.10 64 .0 7.8
3 Fixedrate ...... .. 3,992,087 3,601 i7 7.77 A0 7.38-7.96 57.7 2.8
4 Floating rate 1,142,608 995 21 817 19 7.50-8.84 LR 25.0
5 Over one month and under a year , .. 4,443 531 474 138 8.25 07 7.51-8.84 843 15.4
6 Fixedrate .................. ... 2,064,793 1,002 121 8.09 .14 7.63-8.33 78.5 8.4
7  Floating rate . 2,378,738 325 152 8.39 12 7.50-8.87 89.3 214
8 Demand” ... 3,066,425 354 * §.79 16 7.88-9.42 761 1.6
9  Fixed rate . ... . 469,712 542 * 8.0t N 7.24-8.84 70.2 k]
10 Floating rate 2,596,713 333 * 8.93 .14 8.30-9.65 77.2 1.4
11 Total short term ................... 26,511,227 1,218 3 7.83 .09 7.32-8.06 78.2 5.1
12 Fixed rate (thousands of dollars) .. .. 19,229,477 3,632 18 7.59 09 7.30-7.79 75.9 2.0
13 1-24 15,037 10 105 11.10 32 9.85-12.13 49,1 0
13,299 33 98 10.35 18 9.38-11.03 51.4 0
25,666 67 7 10.19 42 9.38-10.92 60.1 4
132,273 215 58 9.28 NE ¥.84-9.92 58.0 24
159,661 649 59 B.64 A2 7.92-9.18 6719 28
18,883,542 9.012 17 7.56 08 7.30-7.79 %1 2.0
7,281,749 442 83 8.45 13 7.50-9.11 84.2 13.4
68,312 1 164 10.34 12 9.65-11.02 77.6 3
84,255 34 167 10.20 08 9.65-11.02 7.7 4
161,833 67 154 9.96 .07 9.38-10.47 77.8 4
723.399 197 138 9.68 .06 8.84-10.20 7.2 2.0
439,855 657 129 9.47 .0 8.84-9.93 80.6 6.7
5.804,096 5.406 2 8.14 14 7.41-8.84 85.7 16.0
Months
26 Total fong term . ................... 3,322,932 LM 51 8.72 .21 7.63-9.54 82.8 8.0
27 Fixed rate (thousands of dollars) .. .. 1,066,433 1.494 45 8.54 47 7.44-9.21 .9 3.0
8 Y 9,274 21 50 11.70 R 9.96-12.68 37 K
16,592 217 35 9.87 30 8.84-10.52 61.7 34
18,839 695 57 9.40 .51 8.84-10.33 66.7 0
1,021,728 5,735 44 8.47 48 7.39-8.84 73.6 31
2,256,498 995 53 8.81 .09 7.83-9.65 87.6 10.3
35,899 35 41 10.14 13 9.65-10.75 66.8 4.5
135,264 206 47 9.58 0 9.04-9.96 77.6 14.8
137,829 661 52 9.36 .05 8.84-9.96 82.5 1.9
1,947,507 4,985 54 8.69 10 7.75-9.38 89.0 10.0
L.oan rate (percent)
Days Prime rate?
Effective? Nominal*
Loans Mane Berow Prime!®
37 Overnight® .. ... ........ . 13,298,928 11,289 * 7.39 7.23 8.50 82.2 1.7
38 One month and under 4,640,134 6,261 17 7.6% 7.42 8.50 70.2 13.1
39 Over one month and under a year ... 3,163,950 4,723 122 7.72 7.49 8.50 88.6 19.9
40 Demand? ...l 1,346,766 3,803 * 7.83 21.57 8.50 65.8 N
41 Total shortterm ................... 22,449,778 7,628 23 7.52 7.33 8.50 79.6 6.5
42 Fixedrate .................... ... 18,228,722 8215 16 7.49 7.30 8.50 78.5 3.6
43 Floating rate ...................... 4.221.056 5,828 61 7.68 7.42 8.50 #4.8 19.2
Months
44 Total long term . ................... 1,717,401 5.476 47 7.76 7.58 8.50 84,0 6.0
45 Fixedrate ... oo 727,698 6,135 43 7.66 7.50 8.50 75.5 4.4
46 Floatingrate ...................... 989,703 5,075 49 7.84 7.58 8.50 9.3 7.2

For notes see end of table.
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4.23 TERMS OF LENDING AT COMMERCIAL BANKS SURVEY of Loans Made, May 5-9, 1986'—Continued
A. Commercial and Industrial Loans—Continued

Weighted Loan rate (percent)
Afn]\oum Average avcragcz Loans Partici-
N L of loans size maturit made under pation
Characteristics (the d (the d Y Weighted s Inter- commitment loans
of dollars) of dollars) average S landlz_urd quartile (percent) (percent)
Days effective? erro range’
OTHER BANKS
] Overnight®, ,...................... 2,929,803 2,483 * 7.39 .16 7.32-7.65 66.6 .6
2 One month and under . ............. 2,265 987 239 20 8.23 14 7.41-8.54 78.0 10.2
3 Fixed rate .. 1,590,210 299 19 7.94 12 7.38-8.20 .7 14.0
4 Floatingrate .................... 675,777 162 21 8.91 .35 7.55-9.93 78.7 1.1
S Over one month and under a year ... 4,315,263 1 152 9.81 19 8.78-10.65 558.3 17.7
6 Fixed rate .. 1,807,710 37 114 9.79 .40 7.64-11.48 41.8 19.5
7  Floating rate . 2,507,553 72 180 9.82 13 8.87-10.47 65.1 16.3
8 Demand” ......... ... 3,378,375 125 * 8.89 18 7.73-9.92 73.4 12,2
9  Fixed rate .. 597,395 201 * 799 A7 7.32-8.30 80.1 1.6
10  Floating rate 2,780,980 116 M 9.08 16 8.12-9.92 72.0 14.4
11 Total short term .. ................. 12,889,429 106 74 8.74 22 7.45-9.84 66.6 1.0
12 Fixed rate (thousands of dollars) .. .. 6,694,025 114 39 8.21 .29 7.34-8.31 62.6 9.0
13 325,560 7 115 11.94 .23 10.92~12.96 17.9 N
233,227 33 118 11.41 3l 9.84-12.75 24.8 3.5
208,614 64 106 10.82 40 9.84-12.06 228 .
370,112 182 i1 10.13 .36 9.11~11.02 50.9 6.1
154,071 648 78 8,92 31 7.71-9.92 56.3 16.6
5,402,440 4,887 23 7.60 12 7.32-1.79 69.5 10.1
6,195,403 98 136 9.31 15 8.77-9.96 70.9 13.2
337,672 9 159 10.92 .19 9.92-11.57 65.1 2.0
330,490 34 153 10.46 .07 9.73-11.02 60.3 2.7
462,578 66 152 10.06 .07 9.35-10.65 62.0 6.5
1,601,917 192 160 9.85 14 8.87-10.47 66.4 6.1
636,032 620 151 9.43 .07 8.84-9.92 66.2 4.9
25 t000andover................... 2,826,715 2,797 11 8.52 .26 7.50-9.42 78.0 22.8
Months
26 Total long term . . .................. 1,807,997 89 50 92.70 .25 8.77-10.47 61.7 27.7
27 Fixed rate (thousands of dollars) .. .. 496,518 55 58 10,17 .36 8.17-11.57 46.9 12.2
28 129,189 16 45 12,32 36 11.02-12.75 1.5 6
29 104,445 165 92 11.71 33 11.02-12.19 2.8 33
30 4,128 554 113 9.37 .36 8.93-9.65 60.1 399
31 258,755 5327 50 8.48 43 7.36-9.03 78.1 21,1
32 Floating rate (thousands of dollars}. ... 1,311,479 116 47 9.52 2t 8.77-10.38 67.3 33.6
33 13,507 23 49 10.61 .20 9.84-11.02 35.8 1.5
34 307,323 203 54 9.96 .07 9.42-10.47 70.4 4.6
35 S00-999 ... 78,906 604 43 9.66 20 9.17-10.38 83.7 25.2
36 i000andover................... 711,743 3,439 44 8.99 .34 8.57-9.92 73.7 56.7
Loan rate (percent)
Days Prime rate®
Effective’ | Nominal*
LoaNs MaDE Berow Prime!®
37 Overnight® ... ... 2,915,452 6,063 * 7.37 7.11 8.50 66.5 .6
38 One month and under .............. 1,718,654 1,995 19 7.65 7.39 8.56 82.8 11.5
39 Qver one month and under a year .., 1,130,259 179 129 8.18 7.94 9.08 58.1 293
40 Demand” ... ... .. ... ..o 1,271,458 1,507 * 7.54 7.33 8.57 75.1 5.5
4) Total shortterm ................... 7,035,823 827 k7] 7.60 7.35 8.62 70.7 8.8
42 Fixedrate ........................ 5,307,119 984 20 7.52 7.27 8.54 69.9 9.5
43 Floatingrate ................... .. 1,728,704 555 94 7.84 7.60 8.87 73.1 6.4
Months
44 Total longterm . .. .. ... ............ 453,878 263 43 8.10 7.83 .13 86.2 317
45 Fixedrate ... ... ... .. ... 186,963 259 48 8.12 7.89 8.88 84.4 0.2
46 Floating rate ...................... 266,915 266 40 8.08 179 9.30 87.4 46.8

For notes see end of table.
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B. Construction and Land Development Loans

Financial Markets A73

Loan rate (percent)

Amount Average Weighted Loans Partici-
Characteristics of loans size average made under pation
{thousands (thousands matunty Weighted Standard Inter- commitment loans
of dollars) of dollars) (months}? averige err ‘;4 quartile {percent) {percent)
effective’ Y range’$
ALL BANKS
TTotmb. ... ..o 1,629,242 10t 4 10.07 27 8.84-41.02 LS 13.1
2 526,640 77 4 .78 46 9.04-12.63 63.3 8.9
3 41,742 11 10 11.97 .29 11.57~12.75 458 6.5
4 37,884 I8 17 12,27 55 12.01-13.44 21.9 3
5 69,873 73 30 12.78 51 12.68-12.96 71.3 6
6 143,757 137 16 [1.80 .34 11.57-12.63 42.7 8
7 233,385 2,532 7 9.11 Sl 8.44-9.92 83.4 18.1
3 1,102,602 119 14 9.73 21 8.82-10,47 75.4 15.1
g 41,688 11 7 10.66 Nl 10.21-11.02 82.9 4
10 56,557 34 10 10.82 Al 10.20-11.02 76.4 1.5
11 99,677 65 13 10.64 13 9.92-11.30 63.0 4.6
12 337,730 188 17 9.83 10 8.87-10.47 70.2 1.4
13 566,949 1,579 13 9.34 .28 8.77-9.92 80.1 27.6
By type of construction
14 Single family ............... ... ... 329,503 46 19 10.67 .23 9.82-12.61 67.3 7
15 Multifamily . 157,29 139 15 10.61 17 9.38-12.63 591 9
16 Nonresidential 1,142,444 146 12 9.82 .27 8.82-10.88 74.4 18.3
LARGE BANks!!
LTetal ..o 454,086 461 11 9.18 .39 8.46-9.96 78.0 13.2
2 Fixed rate (thousands of dollars) 93,056 465 3 9.21 .57 9.04-9.18 90.8 1.7
3 24 1,230 ] 7 11.58 .36 11.07-12.13 84.6 21.0
4 549 . * + . * * » *
s 5b_99 lllllll * + - * + * + »
6 ]00_49;9' ........ * * * . * * . .
7 So0andover.................... * * * * * * * ¥
8 Floating rate {(thousands of dollars) .. 361,030 460 13 9.17 .39 7.66-10.20 74.7 16.2
9 592 10 9 10.41 14 9.92-11.02 86.0 2.9
10 3,884 35 12 10.29 .07 9.92-10.48 86.7 5.9
1 8,103 71 11 10. (0 A2 9.65-10.47 85.8 2.0
12 49,368 249 2 10.08 4 9.92-10.47 91.3 2.9
1 297,082 3.034 13 8.97 49 7.66-9.92 7.3 19.1
By type of construction
t4 Si‘ngepf‘dn{i;; ...................... 28,504 78 10 10.29 08 9.92-10.47 63,8 5.8
i Multifamily ... .. N 54,650 238 10 10.15 7 9.65-10.47 76.5 1.2
16 Nonresidential 370,932 996 11 8.95 45 7.66-9.92 79.3 15.6
OTHER BanksH
P Totab ..o 1,175,156 78 15 10.41 .26 9.31-11.57 69.0 13.0
2 Fixed rate (thousands of dolfars) . ... 433,584 65 16 11.12 .59 9.92-12.63 57.4 10.4
3 B L 40,512 11 10 11.98 44 11.57-12.75 44.6 6.0
4 25-49 37,363 38 17 12.29 .54 12.01-13.44 213 .0
5 S0-99 ... 69,220 73 30 12.81 50 12.68-12.96 71.1 0
6 100-499 ... o 141,320 136 16 11.83 .33 11.57-12.6 41.8 3
7 S00andover.................... 145,170 1,820 10 9.09 0 7.12-10.06 79.0 29.2
8 Floating rate (thousands of dollars) .. 741,572 88 14 10.00 A9 9.30-10.47 5.8 14.6
9 39,096 it 7 10.68 2 10.29-11.02 82.7 .2
10 52,672 34 10 10.86 .14 10.31-11.02 5.6 11
11 91,574 65 4 10.68 22 9.92-11.30 61,0 4.8
12 288,363 180 17 9.78 .21 8.87-10.47 66.5 1.2
13 269,867 1,033 12 9.74 .30 8.84-9.92 89.8 36.9
By type of construction
{4 Single family ........... ... ..o 300.999 45 20 10.7¢ 39 9.65-12.68 67.6 3
15 Multifamily . . . . 102,645 114 07 10.86 29 9,30-12.63 49.8 8
16 Nonresidential .................... 771,512 104 12 10.24 .25 9.05-11.30 72.1 19.7

For notes see end of table.
*Fewer than 10 sample loans.
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4.23 TERMS OF LENDING AT COMMERCIAL BANKS SURVEY of Loans Made, May 5-9, 1986'—Continued

C. Loans to Farmers!!

Size class of loans (thousands)

Characteristics
K- $250
All sizes $1-9 $10-24 $25-49 $50-99 $100-249 and over
ALL BANKS
1 Amount of loans (thousands of dollars). ......... .. 1,148,530 129,811 168,975 148,588 140,714 217,576 342,866
2 Numberofloans ................. T .. 55,898 36,07 11,162 4,598 2,165 1,553 343
3 Weighted average maturity (months)” .............. 9.3 7.7 9.4 10.8 10.5 1.7 6.8
4 Weighted average interest rate (percent)? 12.41 12.13 11,93 11.79 11.22 10.78
5 Standarderrort...... ... ... . 28 .26 A8 29 .56 .81
6 Interquartile range® ...... .. ... ... 11.51-13.23 11.18-13.00 11.00-12.89 10.92-12.82 10.47--11.91 9.32-11.91
By purpose of loan
7  Feederlivestock,.......................ol 11.31 12.65 12.11 12.39 12.31 10.55 9.52
8  Other livestock.......... . 11.69 12.02 13.58 12.25 * » 9.85
9 Other current operating expenscs. 11.56 12.40 11.87 11.62 11.46 11.50 10.86
t0  Farm machinery and equipment .. .. 12.47 12.76 12.82 12.62 * * *
1 Other .o 1130 12.27 11.64 11.95 10.92 11.02 1.1y
Percentage of amount of loans
12 With floating rates .. ... ... oeeive i 60.0 43.7 42.4 48.6 49.8 61.8 82.8
13 Made under commitment ... ... ... o 49.1 41.0 40.5 38.1 48.2 46.6 63.3
By purpose of loan
14 Feederlivestock,.............cocoveiin . 14.7 6.5 10.2 14.0 35.3 14.6 1.8
15 Other livestock................. 8.2 5.5 11.3 7.7 * * 5.5
16 Other current operating expenses. 50.1 71.2 61.0 51.3 38.9 47.2 42.7
17 Farm machinery and equipment .. 4.6 7.4 6.9 9.2 * . *
18 Other ... 22.4 9.3 10.6 17.8 11.6 219 399
LARGE BaNks!!
I Amount of loans (thousands of doilars)............. 253,542 7,806 14,938 14,641 22,511 43,715 149,931
2 Numberofloans ................. 4.365 2,111 992 439 344 295 184
3 Weighted average maturity (months)? . ... ... 6.4 7.6 7.1 6.8 10.8 4.9 6.2
4 Weighted average interest rate (percent) ... ... .. 9.67 10.88 10.50 10.36 10.16 10.08 9.27
5 Standard errort. ..., ... .. 52 .26 18 RY} A8 .49 32
6 Interquartile range® §.84-10.38 to.11-11.53 9.84~11.07 9.62-11.02 9.69-10.65 9.31-10.78 8.57-9.84
By purpose of loun
7 Feederlivestock. ............. ... 9.69 10.74 10.37 10.32 9.99 9.78 9.52
8  Other livestock.............. 9.85 10.24 10.80 * » * 985
9 Other current operating expenses. . 9.79 10.91 10.65 10.38 10.39 10.27 9.23
10 Farm machinery and equipment . . 11.20 12.88 M * * * *
Bl Other ... 34 10.88 10.22 10.23 10,03 10.25 *
Percentuge of amount of loans
12 With floating rates ................. .. 71.9 78.4 86.6 86.8 90.8 89.7 60.7
13 Made under commitment ............. ... §3.3 78.8 7.0 7.9 86.9 86.1 83.1
By purpose of loan
14 Feeder livestock..............cooo i 5.7 13.8 12.6 15.5 24.1 32.0 271
15 Other livestock.............. o 9.8 6.3 5.6 * * * 12,6
{6 Other current operating expenses. . 9.7 60.5 55.1 50.6 45.4 36.8 36.1
17 Farm machinery and equipment . .. R 2.1 * * > * *
18 Other ..o 23.9 17.3 26.3 24.2 25.6 22,1 *
OTHER BANKS!!
1 Amount of loans (thousands of dollars). 894,987 122,008 154,037 133,947 118,203 173,861 *
2 Number of foans ................. I . 51,534 33,966 10,170 4,159 1,821 1,258 *
3 Weighted average maturity (months)* .............. 10.1 7.8 9.5 LY 10.5 13.0 i
4 Weighted average interest rate (percent)’. .. ... ..., 12.04 12.51 12.29 12.10 12.11 .51 *
S5 Standarderrort. .. ... ... e 10 09 A7 .08 22 .26 *
6  Interquartile range’ 11.46-12.82 11.65-13.28 11.41-13.15 11.07-12.90 11.63-12.82 10.80-12.29 *
By purpose of loan
7  Feederlivestock...............o e 12.34 12.93 12.32 12.64 12.59 * *
8  Other livestock. .. 12.35 12.15 13.70 * * . *
9 Other current operating expens 11.93 12.48 11.98 11,75 11.71 11.72 *
10 Farm machinery and equipment . .. . 12.52 12.76 12.83 * * * *
W o Other ... o 11.90 12.44 12.04 12.22 * * *
Percentage of amount of loans
12 With floating rates .. ... oo, 56.6 41.4 38.1 44.4 42.0 54.7 M
13 Made under commitment . ... 39,8 38.6 36.7 338 40.9 36.7 *
By purpose of loan
14 Feeder livestock...............coo i, 115 6.1 10,0 13.8 37.4 * *
15 Otherdivestock..............ov e o 1.7 5.4 1.9 . * * *
16 Other current operating expenses 53.0 71.9 61.5 514 37.6 49.8 *
17 Farm machinery and equipment . §.7 7.8 7.6 M * * *
I8 Other..............c. oo 22.0 8.8 9.0 17.1 * * *

For notes see following page.
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NOTES TO TABLE 4.23

1, The survey of terms of bank lending to business collects data on gross loan
extensions made during the first full business week in the mid-month of each
quarter by a sample of 340 commercial banks of all sizes. The sample data are
blown up to estimate the lending terms at all insured commercial banks during that
week. The estimated terms of bank lending are not intended for use in collecting
the terms of loans extended over the entire quarter or residing in the portfolios of
those banks. Construction and land development loans include both unsecured
loans and loans secured by real estate. Thus, some of the construction and land
development loans would be reported on the statement of condition as real estate
{oans and the remainder as business Joans. The survey of terms of bank lending to
farmers covers about 250 banks selected to represent all sizes of banks. Morigage
loans, purchased loans, foreign loans, and ioans of less than $1,000 are excluded
from the survey.

As of Dec. 31, 1985, assets of most of the large banks were at least $5.5 billion.
For al) insured banks total assets averaged $165 miltion,

2. The weighted average maturity is calculated only for loans with a stated date
of maturity (that is, loans payable on demand are excluded). In computing the
average, each loan is weighted by its dollar amount.

3. The approximate compounded annual interest rate on each loan is calculated
from survey data on the stated rate and other terms of the loan; then, in computing
the average of these approximate effective rates, each loan is weighted by its
dollar amount,

4, The chances are about two out of three thai the averuge rate shown would
differ by less than this amount from the average rate that would be found by a
¢ survey of lending at atl banks.

5. The interguartile range shows the interest rate range that encompasses the
middle 50 percent of the total dollar amount of loans made.

6. Overnight loans are loans that mature on the following business day.

7. Demand loans have no stated date of maturity.

8. The approximate annual interest rate on each loan—without regard 1o
compounding—is calculated from survey data on the stated rate and other terms
of the loan; then in computing the average of these approximate nominal rates,
each loan is weighted by its dollar amount.

9. The prime rate reported by each bank is weighted by the volume of loans
extended and then averaged.

10. This survey provides data on gross loan extensions made during one week
of each quarter. The proportion of these lvan extensions that is made at rates
below prime may vary substantially from the proportion of such loans outstanding
in bank loan portfolios.

1}, Among banks reporting loans 1o farmers, most “'large banks™ had over $1
billion in total assets, and most “other banks'* had tota) assets below $1 billion.

NoTke: Through February 1986, the large bank category was comprised of 48
banks having the largest volume of C&l1 loans outstanding at the inception of the
survey in 1977. Beginning with the May 1986 survey, estimates for this category of
banks are based on a sample of 48 banks chosen 1o represent all of the nation's
largest banks in terms of business lending. Additional information concerning this
series break is available upon request from the Banking Section, Division of
Research and Statistics.
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ROGER GUFFEY THomMmAs C. MELZER MARTHA R. SEGER
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MARGARET M. MurpHY, Columbia, Maryland, Chairman
LAWRENCE 8. OKINAGA, Honolulu, Hawaii, Vice Chairman
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MicHAEL R. Wisk, Denver, Colorado, Vice President
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HaRrOLD W. GREENWOOD, JRr., Minneapolis, Minnesota HERSCHE!L. ROSENTHAL, Miami, Florida

JOHN A. HarpIN, Rock Hill, South Carolina Gary L. Sirmon, Walla Walla, Washington
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Federal Reserve Board Publications

Copies are available from PUBLICATIONS SERVICES,
Mail Stop 138, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551, When a charge is indicat-
ed, remittance should accompany request and be made
payable 10 the order of the Board of Governors of the Federal
Reserve System. Remittance from foreign residents should
be drawn on a U.S. bank. Stamps and coupons are not
accepted.

THE FEDERAL RESERVE SYSTEM—PURPOSES AND FUNC-
TIONS. 1984, 120 pp.

ANNUAL REPORT.

ANNUAL REPORT: BUDGET REVIEW, 1985-86.

FEDERAL RESERVE BULLETIN. 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 each. Elsewhere, $24.00 per
year or $2.50 each.

BANKING AND MONETARY STATISTICS. 1914-1941. (Reprint
of Part I only) 1976. 682 pp. $5.00.

BANKING AND MONETARY StATISTICS, 1941-1970. 1976.
1,168 pp. $15.00. N

ANNUAL STATISTICAL DIGEST
1974-78. 1980. 305 pp. $10.00 per copy.
1981. 1982. 239 pp. $ 6.50 per copy.
1982, 1983. 266 pp. $ 7.50 per copy.
1983. 1984, 264 pp. $11.50 per copy.
1984, 1985. 254 pp. $12.50 per copy.

FeEDERAL RESERVE CHART Book. Issued 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.

HistoricAL CHART Book. Issued annually in Sept. Subscrip-
tion to the 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 August 3],
1985, with an appendix containing provisions of certain
other statutes affecting the Federal Reserve System. 576
pp. $7.00.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FED-
ERAL RESERVE SYSTEM.

ANNUAL PERCENTAGE RATE TABLES (Truth in Lending—
Regulation Z) Vol. I (Regular Transactions). 1969. 100
pp. Vol. I (Irregular Transactions). 1969. 116 pp. Each
volume $2.25; 10 or more of same volume to one
address, $2.00 each.

FEDERAL RESERVE MEASURES OF CAPACITY AND CAPACITY
UTILIZATION. 1978. 40 pp. $1.75 each; 10 or more to one
address, $1.50 each.

N

THE Bank HoLping CoMPANY MOVEMENT TO 1978: A
COMPENDIUM. 1978, 289 pp. $2.50 each; 10 or more to
one address, $2.25 each.

INTRODUCTION TO FLOW OF FUNDS. 1980, 68 pp. $1.50 each;
10 or more to one address, $1.25 each.

PusLic PoLicy aAND CAPITAL FORMATION. 1981. 326 pp.
$13.50 each.

SEASONAL ADJUSTMENT OF THE MONETARY AGGREGATES:
REPORT OF THE COMMITTEE OF EXPERTS ON SEASONAL
ADJUSTMENT TECHNIQUES. 1981. 55 pp. $2.75 each.

FEDERAL RESERVE REGULATORY SERVICE. Looseleaf; updat-
ed at least monthly. (Requests must be prepaid.)

Consumer and Community Affairs Handbook. $60.00 per
year,

Monetary Policy and Reserve Requirements Handbook.
$60.00 per year.

Securities Credit Transactions 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
Sfollows and include additional air mail costs:

Federal Reserve Regulatory Service, $225.00 per year.

Each Handbook, $75.00 per year.

THE U.S. ECONOMY IN AN INTERDEPENDENT WORLD: A
MULTICOUNTRY MODEL, May 1984, 590 pp. $14,50 each,

WELCOME TO THE FEDERAL RESERVE.

PROCESSING AN APPLICATION THROUGH THE FEDERAL RE-
SERVE SYSTEM, August 1985. 30 pp.

THE MONETARY AUTHORITY OF THE FEDERAL RESERVE,
May 1984. (High School Level.)

WRITING IN STYLE AT THE FEDERAL RESERVE. August 1984,
93 pp. $2.50 each.

REMARKS BY CHAIRMAN PAUL A. VOLCKER, AT XIII AMERI-
CAN-GERMAN BIENNIAL CONFERENCE, March 198S.
REMARKS BY CHAIRMAN PAUL A. VOLCKER, TO THE EMPIRE
CrLuB oF CANADA AND THE CaANADIAN CLuB OF To-

RONTO, October 28, 1985,

CONSUMER EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies
available without charge.

Alice in Debitland

Consumer Handbook on Adjustable Rate Mortgages
Consumer Handbook to Credit Protection Laws

The Equal Credit Opportunity Act and Business Credit
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

Instructional Materials of the Federal Reserve System
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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
Organization and Advisory Committees

U.S. Currency

What Truth in Lending Means to You

PAMPHLETS FOR FINANCIAL INSTITUTIONS
Short pamphlets on regulatory compliance, primarily suit-
able for banks, bank holding companies and creditors.

The Board of Directors’ Opportunities in Community Rein-
vestment

The Board of Directors’ Role in Consumer Law Compliance

Combined Construction/Permanent Loan Disclosure and
Regulation Z

Community Development Corporations and the Federal Re-
serve

Construction Loan Disclosures and Regulation Z

Finance Charges Under Regulation Z

How to Determine the Credit Needs of Your Community

Regulation Z: The Right of Rescission

The Right to Financial Privacy Act

Signature Rules in Community Property States: Regulation B

Signature Rules: Regulation B

Timing Requirements for Adverse Action Notices: Regula-
tion B

What An Adverse Action Notice Must Contain: Regulation B

Understanding Prepaid Finance Charges: Regulation Z

STAFF STUDIES: Summaries Only Printed in the
Bulletin

Studies and papers on economic and financial subjects that

are of general interest. Requests to obtain single copies of

the full text or to be added 10 the mailing list for the series

may be sent 1o Publications Services.

Staff Studies 115-125 are out of print.

114, MULTIBANK HOLDING COMPANIES: RECENT Evi-
DENCE ON COMPETITION AND PERFORMANCE IN
BANKING MARKETS, by Timothy J. Curry and John T.
Rose. Jan, 1982. 9 pp.

126. DEFINITION AND MEASUREMENT OF EXCHANGE MAR-
KET INTERVENTION, by Donald B. Adams and Dale
W. Henderson. August 1983. S pp.

127. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: JANUARY-MARCH 1975, by Margaret L.
Greene. August 1984, 16 pp.

128. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: SEPTEMBER 1977-DECEMBER 1979, by Mar-
garet L. Greene. October 1984, 40 pp.

129. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: OCTOBER 1980-OCTOBER 1981, by Margaret
L. Greene. August 1984, 36 pp.

130. EFFeCTS OF EXCHANGE RATE VARIABILITY ON IN-
TERNATIONAL TRADE AND OTHER ECONOMIC VARIA-

131

132,

133,

134,

135,

136.

137.

138.

139.

140.

141.

142.

143,

144,

145.

146,

147.

148.

BLES: A REVIEW OF THE LITERATURE, by Victoria S.
Farrell with Dean A. DeRosa and T. Ashby McCown.
January 1984, Out of print.

CALCULATIONS OF PROFITABILITY FOR U.S. DOLLAR-
DEUTSCHE MARK INTERVENTION, by Laurence R.
Jacobson. October 1983. 8 pp.

TiME-SERIES STUDIES OF THE RELATIONSHIP BE-
TWEEN EXCHANGE RATES AND INTERVENTION: A
REVIEW OF THE TECHNIQUES AND LITERATURE, by
Kenneth Rogoff. October 1983. 15 pp.
RELATIONSHIPS AMONG EXCHANGE RATES, INTER-
VENTION, AND INTEREST RATES: AN EMPIRICAL IN-
VESTIGATION, by Bonnie E. Loopesko. November
1983, Out of print.

SMaLL EMPIRICAL MODELS OF EXCHANGE MARKET
INTERVENTION: A REVIEW OF THE LITERATURE, by
Ralph W. Tryon. October 1983. 14 pp.

SMALL EMPIRICAL MODELS OF EXCHANGE MARKET
INTERVENTION: APPLICATIONS TO CANADA, GERMA-
NY, AND JAPAN, by Deborah J. Danker, Richard A.
Haas, Dale W, Henderson, Steven A. Symansky, and
Ralph W. Tryon. April 1985. 27 pp.

THE EFFecTs OF FiscaL Poricy oN THE U.S, Econo-
MY, by Darrell Cohen and Peter B. Clark. January
1984. 16 pp. Out of prini,

THE IMPLICATIONS FOR BANK MERGER PoLICY OF
FINANCIAL DEREGULATION, INTERSTATE BANKING,
AND FINANCIAL SUPERMARKETS, by Stephen A.
Rhoades. February 1984, Out of print.

ANTITRUST LAWS, JUSTICE DEPARTMENT GUIDE-
LINES, AND THE LIMITS OF CONCENTRATION IN Lo-
CAL BANKING MARKETS, by James Burke. June 1984,
14 pp.

SOME IMPLICATIONS OF FINANCIAL INNOVATIONS IN
THE UNITED STATES, by Thomas D. Simpson and
Patrick M. Parkinson. August 1984. 20 pp.
GEOGRAPHIC MARKET DELINEATION: A REVIEW OF
THE LITERATURE, by John D. Wolken. November
1984, 38 pp.

A CoMPARISON OF DIRECT DEPOSIT AND CHECK PAY-
MENT Cosrs, by William Dudley. November 1984.
15 pp.

MERGERS AND ACQUISITIONS BY COMMERCIAL
BANKS, 1960-83, by Stephen A. Rhoades. December
1984, 30 pp.

CoMPLIANCE CosTs AND CONSUMER BENEFITS OF
THE ELECTRONIC FUND TRANSFER ACT: RECENT
SURVEY EVIDENCE, by Frederick J. Schroeder. April
1985. 23 pp.

ScaLE EcoNoMIEs IN COMPLIANCE CosTs FOR CON-
SUMER CREDIT REGULATIONS: THE TRUTH IN LEND-
ING AND EqQuAL CREDIT OPPORTUNITY LAWS, by
Gregory E. Ellichausen and Robert D. Kurtz. May
1985. 10 pp.

SERVICE CHARGES AS A SOURCE OF BANK INCOME
AND THEIR IMPacT oN CONSUMERS, by Glenn B.
Canner and Robert D. Kurtz. August 1985. 31 pp.
THE ROLE OF THE PRIME RATE IN THE PRICING OF
BusiNess LoaNs By COMMERCIAL BANKS, 1977-84,
by Thomas F. Brady. November 1985, 25 pp.
REVISIONS IN THE MONETARY SERVICES (Drvisia)
INDEXES OF THE MONETARY AGGREGATES, by Helen
T. Farr and Deborah Johnson. December 1985. 42 pp.
THE MACROECONOMIC AND SECTORAL EFFECTS OF
THE ECONOMIC RECOVERY TAX ACT: SOME SIMULA-
TION RESULTS, by Flint Brayton and Peter B. Clark.
December 1985. 17 pp.
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149, THE OPERATING PERFORMANCE OF ACQUIRED FIRMS
IN BANKING BEFORE AND AFTER ACQUISITION, by
Stephen A. Rhogdes. April 1986. 32 pp.

150. STATISTICAL COST ACCOUNTING MODELS IN BANK-
ING: A REEXAMINATION AND AN APPLICATION, by
John T. Rose and John D. Wolken. May 1986. 13 pp.

REPRINTS OF BULLETIN ARTICLES
Most of the articles reprinted do not exceed 12 pages.

The Commercial Paper Market since the Mid-Seventies. 6/82.

Foreign Experience with Targets for Money Growth. 10/83.

Intervention in Foreign Exchange Markets: A Summary of
Ten Staff Studies. 11/83.

A Financial Perspective on Agriculture. 1/84.

Survey of Consumer Finances, 1983, 9/84,

Bank Lending to Developing Countries. 10/84.

Survey of Consumer Finances, 1983: A Second Report.
12/84.

Union Settlements and Aggregate Wage Behavior in the
1980s. 12/84.

The Thrift Industry in Transition. 3/85.

A Revision of the Index of Industrial Production. 7/85.

Financial Innovation and Deregulation in Foreign Industrial
Countries. 10/8S.

Recent Developments in the Bankers Acceptance Market,
1/86.

The Use of Cash and Transaction Accounts by American
Families. 2/86.

Financial Characteristics of High-Income Families. 3/86.

U. S. International Transactions in 1985. 5/86.
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Index to Statistical Tables

References are to pages A3-A75 although the prefix "'A’’ is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances)
Agricultural loans, commercial banks, 19, 20, 74
Assets and labilities (See also Foreigners)
Banks, by classes, 18-20
Domestic finance companies, 37
Federal Reserve Banks, 10
Financial institutions, 26 )
Foreign banks, U.S. branches and agencies, 21
Nonfinancial corporations, 36
Automobiles
Consumer instaliment credit, 40, 41
Production, 47, 48

BANKERS acceptances, 9, 23, 24
Bankers balances, 18-20 (See also Foreigners)
Bonds (See also U.S. government securities)
New issues, 34
Rates, 24
Branch banks, 21, 55
Business activity, nonfinancial, 44 )
Business expenditures on new plant and equipment, 36
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 46
Capital accounts
Banks, by classes, 18
Federal Reserve Banks, 10
Central banks, discount rates, 67
Certificates of deposit, 24
Commercial and industrial loans
Commercial banks, 16, 19, 70-72
Weekly reporting banks, 19-21
Commercial banks
Assets and liabilities, 18-20
Commerc2ial and industrial loans, 16, 18, 19, 20, 21,
70-7
Consumer loans held, by type, and terms, 40, 41
Loans sold outright, 19
Nondeposit funds, 17
Real estate mortgages held, by holder and property, 39
Terms of lending, 70-75
Time and savings deposits, 3
Commercial paper, 23, 24, 37
Condition statements (See Assets and liabilities)
Construction, 44, 49, 73
Consumer installment credit, 40, 41
Consumer prices, 44, 50
Consumption expenditures, 51, 52
Corporations
Nonfinancial, assets and liabilities, 36
Profits and their distribution, 35
Security issues, 34, 65
Cost of living (See Consumer prices)
Credit unions, 26, 40 (See also Thrift institutions)
Currency and coin, 18
Currency in circulation, 4, 13
Customer credit, stock market, 25

DEBITS to deposit accounts, 15
Debt (See specific types of debt or securities)
Demand deposits

Banks, by classes, 18-21

Demand deposits—Continued
Ownership by individuals, partnerships, and
corporations, 22
Turnover, 15
Depository institutions
Reserve requirements, 7
Reserves and related items, 3, 4, 5, 12
Deposits (See also specific types)
anks, by classes, 3, 18-20, 21
Federal Reserve Banks, 4, 10
Turnover, 15
Discount rates at Reserve Banks and at foreign central
banks and foreign countries (See Interest rates)
Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 35

EMPLOYMENT, 45
Eurodollars, 24

FARM mortgage loans, 39
Federal agency obligations, 4, 9, 10, 11, 31, 32
Federal credit agencies, 33
Federal finance
Debt subject to statutory limitation, and types and
ownership of gross debt, 30
Receipts and outlays, 28, 29
Treasury financing of surplus, or deficit, 28
Treasury operating balance, 28
Federal Financing Bank, 28, 33
Federal funds, 5, 17, 19, 20, 21, 24, 28
Federal Home Loan Banks, 33
Federal Home Loan Mortgage Corporation, 33, 38, 39
Federal Housing Administration, 33, 38, 39
Federal Land Banks, 39
Federal National Mortgage Association, 33, 38, 39
Federal Reserve Banks
Condition statement, 10
Discount rates (See Interest rates)
U.S. government securities held, 4, 10, 11, 30
Federal Reserve credit, 4, 5, 10, 11
Federal Reserve notes, 10
Federal Savings and Loan Insurance Corporation insured
institutions, 26
Federally sponsored credit agencies, 33
Finance companies
Assets and liabilities, 37
Business credit, 37
Loans, 40, 41
Paper, 23, 24
Financial institutions
Loans to, 19, 20, 21
Selected assets and liabilities, 26
Float, 4
Flow of funds, 42, 43
Foreign banks, assets and liabilities of U.S. branches and
agencies, 21
Foreign currency operations, 10
Foreign deposits in U.S. banks, 4, 10, 19, 20
Foreign exchange rates, 68
Foreign trade, 54
Foreigners
Claims on, 55, 57, 60, 61, 62, 64
Liabilities to, 20, 54, 55, 57, 58, 63, 65, 66
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GOLD

Certificate account, 10

Stock, 4, 54
Government National Mortgage Association, 33, 38, 39
Gross national product, 51

HOUSING, new and existing units, 49

INCOME, personal and national, 44, 51, 52
Industrial production, 44, 47
Installment loans, 40, 41
Insurance companies, 26, 30, 39
Interest rates
Bonds, 24
Commercial Banks, 70-75
Consumer installment credit, 41
Federal Reserve Banks, 6
Foreign central banks and foreign countries, 67
Money and capital markets, 24
Mortgages, 38
Prime rate, 23
Time and savings deposits, 8
International capital transactions of United States, 53-67
International organizations, 57, 58, 60, 63, 64
Inventories, 51
Investment companies, issues and assets, 35
Investments (See also specific types)
Banks, by classes, 18, 19, 20, 21, 26
Commercial banks, 3, 16, 18-20, 39
Federal Reserve Banks, 10, 11
Financial institutions, 26, 39

LABOR force, 45
Life insurance companies (See Insurance companies)
Loans (See also specific types)

Banks, by classes, 18-20

Commercial banks, 3, 16, 18-20, 70-75

Federal Reserve Banks, 4, 5, 6, 10, 11

Financial institutions, 26, 39

Insured or guaranteed by United States, 38, 39

MANUFACTURING
Capacity utilization, 46
Production, 46, 48

Margin requirements, 25

Member banks (See also Depository institutions)
Federal funds and repurchase agreements, 5
Reserve requirements, 7

Mining production, 48

Mobile homes shipped, 49

Monetary and credit aggregates, 3, 12

Money and capital market rates, 24

Money stock measures and components, 3, 13

Mortgages (See Real estate loans)

Mutual funds, 35

Mutual savings banks, 8 (See also Thrift institutions)

NATIONAL defense outlays, 29
National income, 51

OPEN market transactions, 9

PERSONAL income, 52

Prices
Consumer and producer, 44, 50
Stock market, 25

Prime rate, 23

Producer prices, 44, 50

Production, 44, 47

Profits, corporate, 35

REAL estate loans
Banks, by classes, 16, 19, 20, 39
Financial institutions, 26
Terms, yields, and activity, 38
Type of holder and property mortgaged, 39
Repurchase agreements, S, 17, 19, 20, 21
Reserve requirements, 7
Reserves
Commercial banks, 18
Depository institutions, 3, 4, 5, 12
Federal Reserve Banks, 10
U.S. reserve assets, 54
Residential mortgage loans, 38
Retail credit and retail sales. 40, 41, 44

SAVING
Flow of funds, 42, 43
National income accounts, 51

Savings and loan associations, 8, 26, 39, 40, 42 (See also

Thrift institutions)
Savings banks, 26, 39, 40
Savings deposits (See Time and savings deposits)
Securities (See specific types)
Federal and federally sponsored credit agencies, 33
Foreign transactions, 65
New issues, 34
Prices, 25
Special drawing rights, 4, 10, 53, 54
State and local governments
Deposits, 19, 20
Holdings of U.S. government securities, 30
New security issues, 34
Ownership of securities issued by, 19, 20, 26
Rates on securities, 24
Stock market, selected statistics, 25
Stocks (See also Securities)
New issues, 34
Prices, 25
Student Loan Marketing Association, 33

TAX receipts, federal, 29

Thrift institutions, 3 (See also Credit unions, Mutual
savings banks, and Savings and loan associations)

Time and savings deposits, 3, 8, 13, 17, 18, 19, 20, 21

Trade, foreign, 54

Treasury cash, Treasury currency, 4

Treasury deposits, 4, 10,28 .

Treasury operating balance, 28

UNEMPLOYMENT, 45
U.S. government balances
Commercial bank holdings, 18, 19, 20
Treasury deposits at Reserve Banks, 4, 10, 28
U.S. government securities
Bank holdings, 18-20, 21, 30
Dealer transactions, positions, and financing, 32
Federal Reserve Bank holdings, 4, 10, 11, 30

Foreign and international holdings and transactions, 10,

30, 66
Open market transactions, 9
Outstanding, by type and holder, 26, 30
Rates, 24
U.S. international transactions, 53-67
Utilities, production, 48

VETERANS Administration, 38, 39

WEEKLY reporting banks, 19-21
Wholesale (producer) prices, 44, 50

YIELDS (See Interest rates)
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Federal Reserve Banks, Branches, and Offices

FEDERAL RESERVE BANK, Chairman

branch, or facility Zip
BOSTON*................02106
NEW YORK*............. 10045
Buffalo.................... 14240
PHILADELPHIA ........ 19105
CLEVELAND*........... 44101
Cincinnati
Pittsburgh
RICHMOND*............. 23219
Baltimore ................ 21203
Charlotte ................. 28230

Culpeper Communications
and Records Center 22701

ATLANTA........cceee 30303
Birmingham ............. 35283
Jacksonville .. 32231
Miami........ 33152
Nashville ............ ..37203
New Orleans ............ 70161

CHICAGO* ................ 60690
Detroit.................... 48231

ST. LOUIS................. 63166
Little Rock .............. 72203
Louisville ................ 40232
Memphis ................. 38101

MINNEAPOLIS.......... 55480
Helena.................... 59601

KANSAS CITY........... 64198
Denver............ocovuene 80217
Oklahoma City ......... 73125
Omaha.................... 68102

DALLAS ................... 75222
El Paso................... 79999
Houston.................. 77252
San Antonio............. 78295

SAN FRANCISCO...... 94120
Los Angeles............. 90051
Portland .................. 97208
Salt Lake City .......... 84125
Seattle .................... 98124

‘Joseph A. Baute

Deputy Chairman

George N. Hatsopoulos

John Brademas
Clifton R. Wharton, Jr.
Mary Ann Lambertsen

Robert M. Landis
Nevius M. Curtis

William H. Knoell

E. Mandell de Windt
Robert E. Boni
James E. Haas

Leroy T. Canoles, Jr.
Robert A. Georgine

Robert L.. Tate

Wallace J. Jorgenson

John H. Weitnauer, Jr.
Bradley Currey, Jr.

A. G. Trammell

E. William Nash, Jr.

Sue McCourt Cobb

Patsy R. Williams

Sharon A. Perlis

Robert J. Day
Marcus Alexis
Robert E. Brewer

W.L. Hadley Griffin

Mary P. Holt
Sheffield Nelson
William C. Ballard, Jr.
G. Rives Neblett

John B. Davis, Jr.
Michael W. Wright
Marcia S. Anderson

Irvine O. Hockaday, Jr.
Robert G. Lueder
James E. Nielson
Patience S. Latting
Kenneth L.. Morrison

Robert D. Rogers
Bobby R. Inman

Peyton Yates

Watter M. Mischer, Jr.

Ruben M. Garcia

Alan C. Furth

Fred W. Andrew
Richard C. Seaver
Paul E. Bragdon
Don M. Wheeler
John W. Ellis

"~ Frank E. Morris

President
First Vice President

Robert W. Eisenmenger
E. Gerald Corrigan

Thomas M. Timlen
Edward G. Boehne

Richard L. Smoot

Karen N. Horn
William H. Hendricks

Robert P. Black
Jimmie R. Monhollon

Robert P. Forrestal
Jack Guynn

Silas Keehn
Daniel M. Doyle

Thomas C. Melzer
Joseph P. Garbarini
Gary H. Stern
Thomas E. Gainor
Roger Guffey

Henry R. Czerwinski

Robert H. Boykin
William H. Wailace

Robert T. Parry
Vacant

Vice President
in charge of branch

John T, Keane

Charles A. Cerino
Harold J. Swart

Robert D. McTeer, Jr.
Albert D. Tinkelenberg
John G. Stoides

Delmar Harrison
Fred R. Herr
James D. Hawkins
Patrick K. Barron
Jeffrey J. Wells
Henry H. Bourgaux

Roby L. Sloan

John F. Breen
James E. Conrad
Paul 1. Black, Jr.

Robert F. McNellis

Wayne W. Martin
William G. Evans
Robert D. Hamilton

James L. Stull

Joel L. Koonce, Jr.
J.Z. Rowe

Thomas H. Robertson

Robert M. McGill
Angelo S. Carella
E. Ronald Liggett
Gerald R. Kelly

*Additional offices of these Banks are located at Lewiston, Maine 04240; Windsor Locks, Connecticut 06096; Cranford, New Jersey 07016
Jericho, New York 11753; Utica at Oriskany, New York 13424; Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West
Virginia 25311; Des Moines, lowa 50306; Indianapolis, Indiana 46204; and Milwaukee, Wisconsin 53202.
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The Federal Reserve System

Boundaries of Federal Reserve Districts and Their Branch Terntones
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