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Credit Risk, Credit Scoring, and
the Performance of Home Mortgages

Robert 3. Avery, Raphael W. Bostic, Paul S, Calem,

and Glenn B. Canner, of the Board’s Division of

Research and Statistics, wrote this article. Jon
Matson provided researclt assistance.

Institutions involved in lending, including mortgage
lending, carcfully assess credit risk, which is the
possibility that borrowers will lail 1o pay their loan
obligations as scheduled. The judgments of these
institutions affect the incidence of delinquency and
default, two important factors influencing profitabil-
ity. To assess credit risk, lenders gather information
on a range of factors, including the current and past
financial circumstances of the prospective borrower
and the nature and value of the properly serving as
loan collateral. The precision with which credit risk

can be evaluated affects not only the profitability of

loans that are originated but also the extent to which
applications for mortgages that would have been
profitable are rejected. For these reasons, lenders con-
tinually search for betier ways to assess credit risk.
This article examines the ways institutions
involved in mortgage lending assess credit risk and
how credit risk relates to loan performance.! The
discussion focuses mainly on the role of credit risk
assessment in the approval process rather than on its
effects on pricing. Although the market for home

purchase loans is characterized by some pricing of

credit risk (acceptance of below-standard risk quality
in exchange tor a higher interest rate or higher fees),
mortgage applicants in general are cither accepted or
rejected on the basis of whether they meet a lender’s
underwriting standards. The article draws on the

extensive literature that examines the performance of

home mortgages and the way that performance relates
to borrower, loan, and property characteristics.

1. Institutions that originate mortgages do not necessarily bear the
credit risk of the loans; the visk is often borne, at least in par(, by a
mortgage insurer or by an institution that purchases mortgages. A
previous article in the Federal Reserve Bulletin assessed which insti-
tutions bear the risks ol mortgage lending by examining the distribu-
tion of home loans originated in 1994 across the various institutions
participating in the mortgage market. See Glenn B, Canner and Wayne
Passtiore, “Credit Risk and the Provision ol Morlgages to Lower-
Inconie and Minority Homebuyers,” Federal Reserve Bulletin, vol. 81
(November 1995), pp. 989 -1016.

An increasingly prominent tool used to facilitate
the assessment of credit risk in mortgage lending is
credit scoring based on credit history and other perti-
nent data, and the article presents new information
about the disteibution of credit scores across popula-
tion groups and the way credit scores relate (o the
performance of loans. In addition, the article takes a
special look at the performance of loans that were
made through nontraditional underwriting practices
and through “affordable” home lending programs.

DIELINQUENCY AND DEEAULT

Delinguency oceurs when a borrower fails to make a
scheduled payment on a loan. Since loan payments
are typically due monthly, the lending industey cus-
tomarily categorizes delinquent loans as either 30,
60, 90, or 120 or more days late depending on the
length of time the oldest unpaid loan payment has
been overdue.

Default occurs, technically, at the same time as
delinquency; that is, a loan is in default as soon as the
borrower misses a scheduled payment. In this article,
however, we reserve the term “defaul’” for any of
the following four situations:

* A lender has been forced to foreclose on a mort-
gage o gain title o the property securing the foan.

s The borrower chooses to give the lender title to
the property “in licu of foreclosure.”

* The borrower sells the home and makes less than
tulf payment on the mortgage obligation.

e The lender agrees to renegotiate or modify the
terms of the loan and forgives some or all of the
delinquent principal and interest payments. Loan
modifications may take many forms including a
change in the interest rate on the loan, an extension of
the length of the loan, and an adjustinent of the
principal balance due,

Because practices dilter in the lending industry, not
all of the above situations are consistently recorded
as defaults by lenders, Moreover, the length of the
foreclosure process may vary considerably, affecting
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the measured default rate. For these reasons, analyses
of default experiences can bhe difficult and are often
based on only a subsct of actual defaults. Delinquen-
cies, on the other hand, are recorded contemporane-
ously and generally on a more consistent basis.
Therefore, delinquency data may provide a good

source of information for analysis, particularly for

evaluating the performance of newly originated loans,
and for identifying underperforming loans that
require greater attention,

The number of borrowers who become delinquent

on their loans is much greater than the number of

actual defaults. In some cases, delinquency results
from a temporary disruption in income or an unex-
pected expense, such as might arise from a medical
cmergency. Many of these borrowers are able to
catch up on missed payments (and any associated late
payment fees) once their tinancial circumstances
improve. In other cases, lenders work with borrowers
to establish a repayment plan to bring payments back
on schedule.

Delinguencies, particularly serious ones, are often
resolved when the borrower sells the property and
uses the proceeds o pay off the loan. Even when the
proceeds of the sale are insufficient to fully repay the
mortgage obligation, the lender may accept a partial
payment to avoid foreclosure. Foreclosure is usually
a costly process. Lenders tace a variety of expenses,
including interest accrued from the time of delin-
quency through toreclosure: legal expenses; costs (o
maintain the property; expenses associated with the
sale of the property; and the loss that arises if the
foreclosed property sclls for less than the outstanding
balance on the loan. Because foreclosure is so costly
to lenders, they may encourage delinquent borrowers
to sell their homes and avoid foreclosure even if the
proceeds of the sale would not cover the entire
amount owed on the loan.? This alteroative is attrac-
tive to many borrowers because having a foreclosure
recorded on their credit histories is particularly
derogatory and will usually be a significant hindrance
in their future eftorts to obtain credit.

Because detault is costly, the interest rates lenders
charge incorporate a risk premium. To the extent that
the causes of default are not well understood, lenders
may charge a higher average price for mortgage

2. Foran assessment of the Tactors that influence the length of time
lenders are wilhng to allow mortgage loans 1o remain delinquent
before toreclosing, see Thomas M. Springer and Neil G, Waller, A
New Look at Forbeavance,” Mortgage Banking, December 1995,
pp. 81 -84, For a discussion of the reduced losses 1o lenders associated
with alternatives to foreclosure, see John Bancrofl, “breddic Mac
Pushes Alternatives 1o Foreclosures,” Real Pstate Finanee Today,
November 6, 1995, pp. 12 and 18,

credit to reflect this uncertainty. Alternatively, lend-
ers may respond to this uncertainty by restricting
credit to only the most creditworthy borrowers. By
better distinguishing between applicants that are
likely to perform well on their loans from those that
are less likely to do so, lenders can ensure wider
availability ol mortgages to borrowers at prices that
better reflect underlying risks.

Default also imposes great costs both on the bor-
rowers involved in the process and on society in
general. For borrowers, default ordinarily results in a
lower credit rating and reduced access to credit in the
future, a loss of assets, and the costs of finding and
moving to a new home. When geographically con-
centrated, defaults can also have a pronounced social
effect because they lower local property values,
reduce the incentives to invest in and maintain the
homes in the atfected neighborhoods, increase the
risk of lending in those necighborhoods, and thus
reduce the availability of credit there,

THEORETICAL AND EMPIRICAL DETERMINANTS
O CREDIT RISK

Gaining a greater understanding of the factors that
determine mortgage loan delinquency and default has
been an objective of mortgage lenders, policy mak-
ers, and academics for decades. A better understand-
ing ol these relationships holds the promise that
lenders can more accurately gauge the credit risk
posed by diftferent applicants and increase the safety
and profitability of mortgage lending.

An extensive literature regarding the theoretical
and empirical determinants of mortgage credit risk
has developed over the past three decades.® This
literature emphasizes the important roles of equity in
the home and vulnerability to so-called triggering
events in determining the incidence of delinquency
and default. These studies have enhanced our under-
standing of the determinants of credit risk and have
established a better foundation for consistent and
cffective mortgage lending.

Theoretical Determinants
of Morigage Loan Performance

Most models of mortgage loan performance empha-
size the role of the borrower’s equity in the home in
the decision to default. So long as the market value of

3. See Roberto G Quercia and Michael AL Stegman, “*Residential
Mortgage Default: A Review ol the Literature,” Journal of Housing
Research, vol. 3, no. 1 (1993), pp. 341- 79,
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the home (after accounting for sales expenses and
related costs) exceeds the market value of the mort-
gage, the borrower has a linancial incentive to sell the
property (o extract the equity rather than defaalt.?
“Option-based™ theories provide a framework for
understanding the relationship between equity and
loan performance; these theories view the amount of
equity accumulated in the property as the key deter-
minant ol whether a borrower will default. Within
this framework, mortgage detault is viewed as a put
option, in which the borrower has the right (option)
to transfer ownership ol (put) the home to the lender
(through foreclosure or voluntarily) to retire the out-
standing  balance on the loan. Borrowers will be
increasingly likely 1o exercise this option the further

the market value of the house talls below the value ol

the mortgage. However, because of high transaction
and other costs (for example, moving expenses and
damage to the borrower’s credit rating resultting from
detault), few borrowers would be expected to exer-
cise this option “rathlessly™ (that is, default as soon
as equity falls helow zero).”

Option-based theories of loan performance identify
a number of equity-related lactors likely to influcnce
default rates. Included among these are the initial
loan-to-value ratio (the ratio ol the foan amount to the
value of the property), which determines the amount
ol equity at the time of loan origination; current and
expected Tuture rates ol home price appreciation,

which determine the direction, speed, and size of

changes in cquity levels: the age of the loan, because
cquity accumulates as paymients on @ mortgage
reduce the amount owed; and the term of the mort-
gage, because loans of shorter duration are amortized
more quickly. In addition, current mortgage interest
rates (relative to the rate on an outstanding loan)
influence the tikelihood of delault by affecting the
value of the mortgage to a borrower. Tor example, a
mortgage interest rate below current market levels is
a disincentive tor the borrower Lo default because a
new mortgage would carry a higher rate.

While option-based theories emphasize the role of

cquity in the home in determining loan performance,
other theories of loan  pedformance  additionally
emphasize the (inancial footing of borrowers and
their  corresponding  vulnerability o signilicant

4 'The value of the mortgage is not determined solely by the
principal balance owed. It also depends on the relationship between
the rate of interest on the oan and the cuvent market vate for
mottgages ot similar duration.

5. Insome states, lenders have the statutory tight o seck deticieney
Judgments against a borrower 1oty to recover losses incurred as &
consequence ol default. Such statutory provisions tend to reduce the
ruthless exercise of the detuult option, Tn many instances, however,
bortowers do pot ave other assets available (o cure deficiencies.

adverse changes in their financial or personal circum-
stances, referred (o as “triggering events.” In this
view, both negative cquity and a triggering cvent
wotld he associated with most delaults. A triggering
event alone would not ordinarity cause a default
when a borrower has equity in a home; rather, the
borrower would scll the property and fully repay the
loan to keep the equity (net of transactions costs) and
avoid the adverse consequences of a detault. On the
other hand, in the absence ol a triggering event, a
borrower would not be cexpected 1o exercise the
default option ruthlessly because of the large (trans-
action and reputation) costs the borrower would bear.
A default, in this Lutter case, would occur only if, in
the owner’s view, the property’s value had declined
significantly and prospects for its near-term recovery
WCIC poor.

Analysts who cmphasize the role of triggering
events focus on adversitics such as reductions in
income brought about by a period of uneinployment.
Other events that may lead to repayment problems
include bouts of iliness, which may result in both
farge expenses and a disruption in income, and
changes in family circumstances, particularly divoree.
Mecasures of the borrower’s vulnerability 1o such
events include ratios of monthly debt payment (o
income; the level of financial reserves available (o the
borrower; micasures of carnings stability, such as the
borrower’s cmployment history; and the borrower’s
credit history, which fn part reflects the borrower’s
ability and willingness to manage debt payments in
the face of changing circumstances.

Option-based and triggering -event theories suggest
different  relationships between  delinquency  and
default. In the options-based view, delinquency
occeurs only as a precursor to default and would be
evident only among borrowers with substantial nega-
tive equity. Triggering-cvent theories view delinquen-
cies as related to an event and not necessarily to the
borrower’s level of equity. In this view, delinquen-
cies are not explicitly linked to default but can lead to
defaule il the triggering event is sulticiently severe
and the borrower has substantial negative equity in
the home.

Ewmipivical Fvidence on the Detersinanis
of Moripasve Loan Pesformance

FEmpirical investigations have found that both cquity
and adverse changes in borrowers” circumstances are
related o mortgage loan perlormance, as predicted
by theory. Studies consistently find that the level of
cquity (whether proxied by the loan-to-value ratio at
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the time ol origination or by @ contemporancous
measure of the ratio) is closely related o both the
likelihood of defautt and the size of the Toss in the
event of default.

A recent analysis of the performance of nearly
425,000 loans originated over the 1975 83 period
illustrates these relationships. The analysis found that
conventional mortgages with oan-to-value ratios at
origination in the range ol 91 percent o 95 percent
default more than twice as frequently as loans with
foan-to-value ratios in the range of 81 pereent o
90 percent and more than live tmes as often as loans
with loan-to-value ratios in the range ol 71 percent to
80 pereent (table ). Toss severity (that is, loss 1o the
lender measared as a proportion of the original loan
balance) is about 40 percent higher for loans with
original loan-to-value ratios in the range of 91 per-
cent (o 95 pereent than it is with loans with loan-to-
value ratios i the range of 81 percent to 90 pereent.©

Additional evidence regarding  the relationship
between loan-to-value ratios at time of origination
and mortgage default is provided 1 an analysis con-
ducted by Dult & Phelps Credit Rating Company.
They Tound that among thirty-year fixed rate mort-
gages, those with a 90 percent loan-to-value vatio are
230 percent more likely to default than loans with an
8O percent loan-to-value ratio and that loans with a
95 pereent loan-to-value ratio are 350 percent more
likely to default than a loan with an 80 pereent
loan-to-value ratio.’

Rescarch afso finds that the likelihood of default is
positively related 1o loan-to-value  ratios  among
single-family loans insured by the Federal Housing
Administration (I'IA). The default rate among FHA-
insured loans with down payments of 3 perecent or
less is approximately twice as high as the rate among
those with down payments of [0 percent to 15 per-
cent, and five times as high as the rate among loans
with down payiments of 25 percent or more.®

6. Scee Robert Van Ouder and Peter Zorn, U Income, Location, ad
Delawlt: Some Implications for Conununity Lending,” paper pre
sented at the Conference on Housing and Economics, Ohio State
University, Columbus, July {995, taithier, a number of studies have
found that neighborthood and property conditions, which ultimately
affect property vidues and thus equity, are significant facrors tor
mortgage performance, See, tor exampte, James Ro Bath, Joseph
Cordes, and Anthony M.J. Yeser, “Financial Institution Regulations,
Rediining, and Mortgage Markets,” in The Regulation of Financial
Institutions, Confterence Scries 21, Pederad Reserve Bunk of Boston
(April 1980y, pp. 101 13,

7. The State of the Private Mortgage Insurance Industry,” Special
Report, Dull” & Phelps Credit Rating Company, December 1995,

8. Sce “An Actiarial Review ot the Federal Housing Administia
tion’s Mutual  Mortgage  Inswance Fund.” pricpared by Price
Waterhouse for the LS. Department of Housmg and Urban Develop
went, June 6, 1990, po 12,

I Propottion of selected mottgapes that defaulied
by year eod 1992 and resulting, severity ol oss,
by selected Toan o value ratio ranpes

Percent

Loan-to-value ratio (percent)

Performance ineasure -~ g - =pooo ooy - ——— Al
10-70 171—80 [ 81-90 | 91-95

Proporuon defaulted ... .24 11t 2.74 6.20 2.16

Average loss severity .| 223 29.2 34.4 479 39.2

Norr Mortgages were onganated dunmg the 1975 83 pernod and purchased
by Freddie Mac, Defaulted loans are those on which Freddie Mac acquited the
property though foreclosure. Loan-to value ratio is the ongmal loan wnount
divided by the value of the property at ortgination, Loss severity is the total loss
before mortgage instance payouts (if any) tesulting from foreclosure (including
miterest and transaction costs) divided by the motgage balance.

Sourer. Robert Van Order and Peter Zorn, “Income, Location and Detault:
Some Implications tor Commumty Lending,” paper presented at the Conlerence
on Houstug and Feonomics, Ohio State University. Colambus, July 1995,

While rescarch suggests that negative cquity is a
necessary condition for default, it also suggests that
negative equity is not a sufficient condition (most
loans with negative cequity do not default).” In line
with the triggering-event explanations, measures of a
borrower’s ability to pay also explain default and
delinquency, although delinquency relationships are
fess well documented. Default rates have been found
to decrease generally with increases in levels of
wealth and liquid assets. Further, default likelihoods
are closely tinked to measures of income stability.
Default rates are generally higher for the self-
cmployed and for those with higher percentages of
nonsaiary income and lower for those with longer
cmployment tenures. Perhaps surprisingly, after con-
trolling for other factors, the initial ratio of debt
payment Lo income has been found to be, at best, only
weakly related to the likelihood of default. !

Although a borrower’s credit history may play an
important role in determining mortgage loan perform-
ance, few published studies have been able to incor-
porate such information in their analyses. Relevant
credit history data are often difticult to obtain and
hard to quantify. The available cvidence, however,
indicates that foans made to borrowers with flawed
credit histories (those who have had difficulties mect-
ing scheduled payments on past loans) default or

9. Sce Robert Van Order and Ann B, Schnare, “Finding Conmimon
Ground,” Secondary Mortgage Markets, vol. 11 (Winter 1994,
pp. 15 19,

10, See Quercia and Stegman, ' Residential Mortgage Detault™;
and James A. Berkovee, Glenn By Canner, Stuart AL Gabriel, and
Timothy H. Hannan, “Race, Redlining, and Residential Mortgage
Loun Performance,” Jowrnal of Real istate Finanee and Fconomices,
vol. 9 (November 1993), pp. 203 94; and Van Order and Zorn,
“Income, Localion, and Delault.”
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become delinquent more often than loans made (o
borrowers with good credit histories."! The relation-
ship between credit history and loan performance is
discussed [urther in the section on eredit scoring,.

On balance, delaults likely occur as a result of a
combination of factors. Almost uniformly, studics
indicate that the fevel of equity is a robust predictor
of default. Studics also demonstrate a significant rela-
tionship between mortgage performance and mea-
sures of vulnerability to triggering events.

MORTGAGE UNDERWRITING AND
RISK MITIGATION

lustitutions that bear the eredit risk of mortgage lend-
ing mitigate that risk by screening borrowers and
by sharing risk with others. Screening ol prospective
borrowers is accomplished primarily through the
underwriting process, whereby information needed o
assess credit risk is collected, veritied, and evaluated.

Risk-sharing may take a number ol Torms. First,
and most important, lenders share the risk of default
with the borrower by requiring a down payment and
establishing a schedule ol payments that will Tully
amortize the loan over a set period of time. Second,
lenders olten share the credit risk of a loan with
cither a private mortgage insurer or a government
ageney such as the FHEA or the Department of Veter-
ans Affairs (VA). Finally, lenders may sell a loan to
anothier party under arrangements that partly or fully
transter the credit risk. The institutions that share or
assume the risk of fending do not solely rely on the
screening done by mortgage originators but also
make independent assessments.,

The Undenwriting Praciices
of Morigage Loenders

Lenders pursue diflerent business strategics, and their
underwriting  practices and standards reflect those
strategics. Some lenders choose to underwrite mort-
gages more strictly and thus limit their exposure to
Josses, Others accept more credit risk but also price
for 1his risk, attempting to recoup higher expected
losses by charging higher fees or interest rates on
riskicr mortgages. Still others may choose to spe-

11, See, for example, Wilson Thompson, A Model of FUHA's
Origination Process and How it Relates to Delault and Non-Detault,”
Working Paper, Depantment ol Housing and  Urban Developrient
(1980); and Gordon I Steinbach, “Ready to Make the Grade,”
Mortgage Banking (June 1995), pp, 36 40,

cialize in linancing certain types of propertics or
borrowers.

In assessing credit risk, lenders consider the size of
the proposed down payiment and the value of the
collateral as determinied by a property appraisal,
which together determine the loan-to-value ratio.
Leuders also evaluate the capacity of the prospective
borrower to meet scheduled debt payments and (o
provide the initial funds requived to close the loan. Tn
so doing, lenders rely on many of the same lactors
that rescarchers have found to be importaut predic-
tors ol Toan performance, including borrower sources
ol income; cruployment history (such as measures of
ciiployment  stability and  prospects for mcome
growth); ratios of debt payment (o income;, and asset
holdings, particularly the amount ol liquid asscts
avaitable to meet down-payment, closing cost, and
cash reserve requirements.t?

ln addition, leaders evaluwte the eredit history of
prospective borrowers as an indicator of their {inan-
cial stability, ability to manage credit, and willing-
ness o make timely payments. Credit histories are
often complex and consist ol many items, including
the number and age of credit accounts of dillerent
types, the number of recent inquiries o the credit lile,
account activity patterns, the incidence and severity
ol payment problems, and the length of time since
any payment problems occurred.

Some applicants [all well within the anderwriting
puidelines established by lenders, whereas others fall
far below the standards. The decision to cither
approve or deny loan requests from such applicants is
generally straightforward. Frequently, however, the
decision 18 less clear-cut. For example, an applicant
may fail o meet one of many established underwrit-
ing guidelines, such as a satisfactory record of pay-
ments on past debts. ™

Lending policies pencrally allow for lexibility in
impletentation so that applicants may otfset weak-
ness in one factor with strength in others, For exam-
ple, even if an applicant’s ratio of debt payment (o
incomie exceeds a lender’s established guidelines, the

12, Most lenders require borrowers (o hive cash reserves sutticient
o cover lwo mmonths ol mortgage payments (including prineipal,
interest, and tax and insurance eserows) at the tume of closmyp, This
eserve may provide accushion shoukd the borrower sufter a temporary
financial setbach, and itis a signad (o the fender that the borrower has
the discipline to accumulate savings.

13, For example, a study of montgage lending m Boston found that
more than 80 percent of the applicants lor honie purchase loans
appeared cither to have a weakuess in their credit histories or to fail o
meet some other underwriting standard, See Alicia H. Munnell, Fynn
E. Browne, James Mcbneaney, and Geoffiey MUB. Tootell, ~Mort-
gape Lending in Boston: Interpreting HMDA Data” American Eco
nomic Review, vol, 86 (Maich 1996), pp. 25 53,
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lender may approve the loan it the applicant exhibits
very stable income and an excellent credit history.
Similarly, a lender might consider a large down pay-
ment to be a compensating factor offsetting weakness
in some other arca. Lenders will generally weigh all
the tactors and in some cases seek additional informa-
tion in attcmpting to make a more precise evaluation
of credit risk.

Risk Sharing

Originators of mortgage loans typically share or
transter risk by requiring borrowers to purchase mort-
gage insurance or by sclling mortgages to secondary-
market institutions. For most mortgages, all or a
significant portion of the credit risk is borne by a
party other than the originator ol the loan. Tor
instance, credit risk was cither shared or transferred
on nearly three-fourths of all the home purchase
loans originated in 19941

Mortgage lenders generally require a down pay-
ment of at least 20 percent of the appraised value of a

home, unless the mortgage is backed by a type of

insurance, paid for by the borrower, known as mort-
gage puarantee insurance. Mortgage insurance for
tow-down-payment loans is available from the fed-
eral government, primarily through programs admin-
istered by the FHA and the VA and from private
mortgage insurance (PMI) companies.

When a loan is backed by mortgage insurance,
much of the credit risk is transferred to the insurer.
Should the borrower default, the insurer will reim-
burse the lender for the losses resulting {rom default,
up to certain limits. Mortgage insurers, like loan
originators, cstablish underwriting standards that
determine which loans they will insure and how
much credit risk they will bear. Lenders may encour-
age applicants seeking mortgages with low down
payments and those posing higher risks to apply for
government-backed loans rather than conventional

loans backed by PMI because the greater depth of

insurance coverage provided by the government on
such loans atfords the lender greater protection in the
event of default.

Secondary-market institutions buy and scll billions
of dollars ol mortgages and sccuritics backed by
mortgages cach year. Sccondary-market institutions
promulgate the underwriting guidelines that loans
must meet to be cligible for purchase or securitiza-

14, See Camer and Passmore, “Credit Risk and the Provision of
Mottgages,” p. QU8.

tion. Three government-sponsored enterprises (GSEs)
dominate sccondary-market activity- --the  Federal
National Mortgage Association (Fannie Mae), the
Federal Home Loan Mortgage Corporation (Freddice
Mac), and the Government National Mortgage Asso-
ciation (Ginni¢c Mae). Fannie Mae and bFreddie Mac
mainly buy conventional mortgages, holding some in
portfolio and converting others into sceuritics that arc
sold to investors. Ginnie Mae does not purchase
loans but guarantees the timely payment of interest
and principal for privately issued securities backed
by mortgages insured by the FHA or VA, Various
non-GSE institutions, including commercial banks,
savings associations, insurance companies, and pen
sion [unds are also active purchasers of” mortgages.

Mortgage insurers and sccondary-market institu-
tions generally consider the same set of factors origi-
nators review when assessing credit risk. The under-
writing standards applied, however, will dilfer across
institutions in accordance with their various business
strategics and tolerance for risk. Private mortgage
insurers, for example, while backing loans with high
loan-to-value ratios, generally require borrowers to
make larger down payments and pay a larger share of
the closing costs than do the FHA and VA

Sometimes  mortgage originators do not share
credit risk with other institutions, Unlike mortgage
insurers and secondary-market institutions, which are
generally remote [rom borrowers, institutions that
both originate and bear the credit risk of mortpages
(known as portfolio lenders) are typically located in
the communitics where they extend credit and have
numerous other financial relationships with  their
communitics. For these reasons, portfolio lenders
may have better information about local economic
conditions and the risks posed by individual borrow-
ers, which, in turn, may cnable them o better mea-
sure and mitigate the risks associated with mortgage
lending. With better information to gauge credit risk,
portfolio lenders may be able to profitably originate
some loans that do not meet the underwriting stan-
dards established by secondary-market institutions
and PMI companies.

CREDIT SCORING AND THIY
MORTGAGE LENDING PROCESS

Mortgage lending institutions establish guidelines for
underwriters to follow when evaluating applications

15, See Glenn B. Cunner, Wayne Passmore, and Monisha Mittal,
“Private Mortgage Insurance,”  Federal Reserve Bulleting vol. 80
{October 1994), pp. 883 99,



Credit Risk, Credit Scoring, and the Performance of Home Mortgages 627

for credit, but they also rely heavily on the experi-
ence and judgment of underwriters when assessing
credit risk. Relying on subjective analysis has some
important limitations, however. Loan officers differ in
their experience and in their views regarding the
relationships between risk and specilic credit charac-
teristics of applicants. Consequently, au institution
cannot be sure that its underwriters are approving all
applications that have risk profiles consistent with the

objectives of the institution. In addition, becanse of

the numerous and often complex lactors mortgage
underwriters neced o consider, subjective underwrit-
ing is time-consuming and costly.

To facilitate the mortgage underwriting process,
reduce costs, and promote consisteney, “credit scor-
ing” models have been developed that numerically
weigh or “score” some or all of the factors consid-
cred in the underwriting process and provide an indi-
cation of the relative risk posed by cach application.
In principle, a well-constructed credit scoring system
holds the promisc of increasing the speed, accuracy,
and consistency of the credit evaluation process while
reducing costs. Thus, credit scoring can reduce risk
by helping lenders weed out applicants posing exces-
sive risk and can also increase the volume of loans by
better identifying creditworthy applicants.

Generically, scoring is a process that uses recorded
information about individuals and their loan requests
to predict, in & quantifiable and consistent manner,
their future performiance regarding debt repayment.
Scores represent the estimated relationship between
information obtained from credit burcau reports or
loan applications and the likelihood of poor loan
performance, most often measured as delinquency or
default (see box “Developing a Credit History Scor-
ing System”).

Scoring has been used o assess applications for
motor vcehicle loans, credit cards, and other types
of consumer credit for decades.'® Technological
advances in information processing and risk analysis
combined with competitive pressures to - process
applications more quickly and cfficiently are pushing
the lending industry to incorporate scoring in the
mortgage underwriting process.

Mortgage lenders ordinarily consider two kinds of

scores: those that are based primarily on the credit
histories of individuals and those that weigh credit
history as well as the other factors considered in the
underwriting process. The former will be referred (o

16. Sce Robert AL Hisenbeis, “Problems in Applying Discriminant
Analysis in Credit Scoring Madels,” Board of Governors of the
Federal Reserve System, Stalt Feonomie Studies (1977); and Fdward
M. Lewis, An Introduction to Credit Scoring (San Ralael, Calif.:
Athena Press, 1990),

s

here as “credit history™ scores and the latter as
“application” scores. Because they reflect the wide
range of lactors considered in the evaluation of credit
risk, application scores are more comprehensive than
credit history scores. The credit history score is, then,
a single element to be weighed along with the other
factors in determining the total application score.

Credit History Scores

The difficulties in assessing the often complex infor-
mation about individuals’ past and current - xpericnee
with credit has helped motivate the adoption of scor-
ing methods for interpreting credit history. A credit
history score represents the estimated relationship
between information on the credit histories of indi-
viduals contained in credit burcau reports and the
likelihood of poor loan pertormance. In credit history
scoring systems, prospective applicants receive a
numerical score based on their individual credit his-
tory information; the score reflects the historic perfor-
mance ol loans extended to individuals with similar
characteristics.  Individuals  with identical  credit
scores may have received them for different reasons,
but within the context of the credit scoring index,
they are assessed to have cqual likelihoods of the
predicted behavior, that is, they are considered (o
pose the same credit risk.

Credit history scores can supplement or even
replace the traditional subjective assessment of credit
history with a quantitative measure summarizing the
pertinent information in an applicant’s credit report.
Adding a statistically derived measure of the credit
risk associated with a given credit history may allow
underwriters to better and more quickly assess the
strengths and weaknesses ol applications.

Hach of the three national credit bureaus, Equitax,
TRW, and Trans Union, make available credit history
scores—developed by Fair, Isaac and Company, Inc.
(FICO)-—bascd on information contained in cach ol
the credit burcau’s files. These generic credit history
scores- -the Hquilax Beacon, the TRW-FICO, and
the Trans Union Empirica scores—are made avail-
able to help lenders assess risk on a wide variety of
loans. In addition, credit history scores tailored to the
mortgage market (mortgage credit history scores) are
now available; these scores are specifically designed
to assess the credit history risk ol mortgage loans.)’

17. See “hHquilax, Inc. Develops Mortgage Credit Scoring Sys-
tem,” National Mortgage News, June 13, 1994, p. 25. A number of
“custom” credit history scoting models have been developed for
specific lenders to assess credit risk for specifie loan products.
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Recent events have cnsured that credit history
scores will be used much more often in the mort-
gage lending process than they have been in the  Based on all information relevant to a loan applica-
past. Most prominently, letters issued by Fannic  tion, application scores are most otten used to deter-
Mace and Freddic Mac in 1995 strongly encourage _
the thousands of lenders from whom they purchase  and Lender Profiles,” October 24, 19955 and Freddie Mac Industry
loans to consider the Beacon, TRW-FICO. and Letter tfrom Michael K. Stamper, “The Predictive Power of Selected

e R i _’ . i i ’ Credit Scores,” July 11, 1995. As an alternative, Preddie Mac and
Empirica credit  history scores in  their loan Fannie Mac recommend that, when underwriting toans, lenders con-
underwriting.'® sider credit history scores that are caleulated to predict bankruptey.
The generic bankruptey scores are the Equifax Delinquency Alert
System, Trans Union's Delphi score, and the TRW-MDS score. Also
see Marshall Taylor, “Secondary Markets Explain Credit Scores,”

Application Scores

18. See Fannie Mae Letter LLL09-95 (o all Fannie Mace lenders from

Robert ). Engelstad, “Measuring Credit Risk: Borrower Credit Scores

Real Estate Finance Today, April 1, 1996, p. 16,

Developing a Credit History Scoring System

Developing a credit history scoring system requires infor-
mation about the experiences of individuals with credit.!
Information is ordinarily drawn from credit account files
maintained by credit bureaus and sometimes from records
maintained by lending institutions. The credit account files
of individuals are segregated into groups based on measures
of loan performance. Ordinarily, the credit account files are
segregated into two distinct categories: those in which debts
have not been paid as scheduled as of a specified date or
during a specified time period (referred to here as “bad”
accounts) and the rest (“good” accounts). Bad credit
accounts can be defined in various ways depending on the
severity of observed credit difficulties. For example, bad
accounts might include any file with at least one thirty-day
delinquency within the past year, or they may be limited to
accounts that have had more serious delinquencies.

Having sorted the files according to performance as of a
specified date or during a specified period, the analyst then
focuses on information in the credit files from a preceding
time period that might have predicted the performance
outcome. Detailed information drawn from each credit file
is then recorded for statistical analysis. The selection of
specific items is often based on discussions with loan under-
writers plus a preliminary (bivariate) statistical analysis of
the relationship between individual credit factors and loan
performance. The information recorded pertains primarily
to the individual's experience with credit.

The analyst then uses multivariate statistical analysis of
the recorded information to identify which ser of character-
istics is most useful in identifying borrowers who are likely
to meet their scheduled payments and those who are not.
The statistical analysis provides weights (or scores) for each
factor, ranking its relative importance in predicting into
which group an individual will fall. Applying these weights
to the characteristics of individual accounts yields a total
score for each individual. Most credit scoring systems that

1. Federal law prohibits lenders trom considering certain factors such as
gender, race, or ethnicity in making credit decisions. Consequently, these
factors are not used in constructing credit scoring models, and age and
marital status can be considered only under certain circumstances.

are widely used have adopted a scale with a range of scores
between 300 and 900, with higher scores corresponding to
lower credit risk.

Both the good accounts and the bad accounts will have
files with a wide range of scores. However, if the credit
scoring system is predictive of performance, good accounts
will have the highest percentage of high scores and bad
accounts likewise will have the highest percentage of low
scores. The predictive power or performance of a scoring
model is measurable, and the developer of the model looks
for the combination of attributes of the borrower’s credit
history that will maximize the score’s predictive power.

The distribution of total scores for individuals falling into
the good or bad categories can be described graphically (see
diagram). As shown, the good accounts tend to cluster
around a higher average score than do the bad accounts. To
operate a scoring system for credit underwriting, a lender
must select a cutoff score (such as 620) that can be used to
distinguish acceptable from unacceptable risks. Regardless
of the cutoff score selected, some customers with bad scores
will be offered credit because of offsetting factors, and
some customers with good scores will be denied credit, also
because of offsetting factors.

Distribution of credit scores of good and bad accounts

Percentage of accounts

A - —— Cutoff score

Bad accounts Good accounts

620 Credit score
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mine which credit requests are clearly acceptable
under established underwriting guidelines and which
need further review. The use of application scores
differs among the participants in the mortgage mar-
ket: Loan originators generally use application scores
to identify applications cligible for streamiined
underwriting; secondary-market institutions use them
to facilitate loan purchases; and PMI companics
use them to help screen applications for mortgage
insurance.

As a screen for streamlined underwriting, a thresh-
old score corresponding (o low credit risk 18 cstab-
lished by the lender. Applicants with scores within
the low-risk range generally would be cligible for a
streamlined review that focuses primarily on verifica-
tion of reported information and cvaluation of the
collateral. Streamlined underwriting  allows  those
making credit decisions to reduce costs by enabling
underwriters to spend less time on the low-risk appli-
cations and more time on those applications that
involve more complexity and potential risk.' mpor-
tantly, strecamlined underwriting also benefits many
customers by shortening the amount of time between
the date of application and the credit decision.

Secondary-market institutions also usc application
scores. Freddie Mac and Fannie Mae, for instance,
have developed application scoring  systems  that
indicate to the lender whether a prospective loan is
clearly cligible for sale to these institutions or
whether the lender will need to show that compensat-
ing factors exist that make the foan an acceptable
credit risk.20

Private mortgage insurance companics use applica-
tion scoring systems to quickly identily those pro-
spective loans that clearly meet the underwriting
standards of the insurer. Loan applications that fail
the automated screen are reviewed by an underwriter
to dctermine whether compensating  factors  are
present that would make the loan insurable. Mort-
gage Guarantee Insurance Corporation (MGIC), for
example, reports that about 30 percent ol the applica-
tions they receive for morlgage insurance  are
approved through their automated application sys-
tem; the remaining applications are referred to under-
writers for closer review.?!

Most credit history and application scoring sys-
tews are proprietary, and the specific factors used and

19. Sce, for example, Janet Sonntag, The Debate Over Credit
Scoring,” Mortgage Banking (November 1995), pp. 46 52,

20. The automated underwriting systems developed by Freddie
Mac and Fannic Mac are known respectively as “Loan Prospector”
and “Desktop Underwriter”

21. Sce Jim Kunkel, *The Risks of Morgage Automation,” Mot -
gage Banking (December 1995), pp. 45 57,

the risk weights assigned to these tactors in establish-
ing scores are not generally available to the public.
As a consequence, scoring systems have a “‘black
box™ aspect (o them. Nonetheless, most scoring sys-
tems share a number of elements. For example, most
credit history scoring systems consider records of
bankruptcy, current and historic ninety -day delin-
quencies, and the number of credit Tines. Most
mortgage application scoring systems additionally
consider factors such as the loan-to-value ratio, the
ratio of debt payment to income, and measures of
employment stability. However, the risk weights
assigned to these factors vary from system (o systen.

T TR P T U P
Corfies Diners ] - sl sy

Credit history scores and application scores have uses
other than in the foan underwriting process. 'To moni-
tor the quality of their portfolio and to determine the
appropriate level of reserves (o set aside for losses,
lenders may periodically obtain credit scores for bor-
rowers with outstanding loans. Similarly, institutions
can use credit scores to evaluate the quality and value
ol mortgages they are considering for sale. For exam-
ple, credit scores can help identify the eredit risk of
scasoned loans and help determine the appropriate
grade (risk) pool into which individual foans should
be placed for sale to the secondary market.

Lenders may use credit scores to differentiate risk
categorics ol loans for pricing decisions. Rather than
reject higher-risk loans for origination or purchase,
the lender may decide o price the risk by requiring
an interest rate premium on those loans with higher
predicted probabilities of” default. The use of credit
scores can also help with the collection and loss
tmitigation process by, for example, allowing lenders
to concentrate stafl’ resources on borrowers whose
credit scores indicate greater risk of delinquency.

Finally, fenders can use credit scores to facilitate
strategic planning decisions. For instance, lenders
concerned about possible attrition in their loan port-
folio duc to competition for refinancings may offer a
new loan to those current borrowers whose credit
scores indicate that they would be most attractive to
potential competitors,

Posinnetinons of e i

Although credit scoring can reduce costs and bring
more consistency to the underwriting process, its
reliability depends upon the accuracy, completeness,
and timeliness of the information used to generate the
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scores, For example, credit scores based on erroncous
or sceriously incomplete ceredit report information are
not likely to accurately measure the risk posed by an
individual applicant and may lead to unwarranted
actions on an application (sce box “How To Obtain
Your Credit Report and What To Do To Correct
Frrors in the Report™).

Also, concerns have been expressed that credit
scores nuty not accurately gauge the creditworthiness
of individuals whose experiences differ substantially
(rom those on whom the index is based. 1 the base-
line population used to generate the scoring index is
not sufliciently diverse, then scores may lack predic-
tive power for the underreprescnted segments of the
overall population. For example, rent, utility, and
other nonstandard payment histories, which are often
considered important for low-income populations, are
Irequently left out of scoring models. Thus, scores for
these populations may not reliably assess individual
risk.

Another set of concerns surrounds the use of credit
scores more generally in the underwriting process.
Lenders relying too heavily on scores might not give
adequate consideration to special circumstances, such
as a reeent illness, that might mitigate a low score.
Further, scores may lack predictive power il the
underlying model used to gencrate the scores does
not reflect current relationships between risk charac-
teristics and measures of loan pecformance. Builders
of credit scoring modcls report that model perfor-
mance deteriorates over time, Thus, periodic valida-
tion may be necessary to ensure that scoring models
retain their accuracy.

Credit scoring and its application 1o mortgage mar-
kets are evolving, Credit history scores. for example,
traditionally have been based on the payment perfor-
mance of a cross-section of consumers who have
used credit, not all of whom have incurred mortgage
debt. But consumer behavior with respect to mort-
page debt may difter from behavior with respect to
consumer debt. Consumers tacing linancial difticul-
tics may, for instance, choose to pay their mortgage

obligations first and postpone paymeunts on other

debts. For this reason, one might expect that a credit
scoring model developed specilically for the mort-
cage market would provide more accurate predic-
tions of future mortgage paynient performance than a
generic credit history score, even belore the borrower
has obtained a mortgage.

The development of models for credit history
scores and application scores based on the payment
performance of mortgage holders has historically
been hampered by incomplete information about
which consumers have mortgages and about other

characteristics of these consumers. Also, many indi-
vidual lenders have made oo few mortgages to
develop a sound mortgage credit scoring model.
Recently, however, developers of scoring models
have integrated information from several sources to
develop both mortgage credit history scores and
mortgage application scores.

&

How To Obtain Your Credit Report and
What To Do To Correct Errors in the Report

In 1970 the Congress enacted the Fair Credit Reporting
Act (FCRA) to give consumers specific rights in dealing
with credit burcaus. The FCRA requires credit bureaus
to furnish a correct and complete consumer credit report
to businesses or persons to use in evaluating consumer
applications for credit, insurance, a job, or other legiti-
mate business need in connection with a transaction
involving the consumer.

Consumers can obtain a copy of their credit file from
a credit burcau. A reasonable fee may be charged for the
report. I a consumer has been denied credit, insurance,
or employment because of information that was supplied
by a credit bureay, the FCRA requires that the recipient
of the report give the consumer the name and address of
the credit burcau that supplied the information. The
consumer then has the right to obtain the report free of
charge if requested within thirty days of receiving a
notice of denial. Reports can be requested by phone at
the following numbers: Equifax—1-800-685-1111;
Trans Union—1-800-916-8800; and TRW-—1-800-682-
7654.

Consumers have the right to dispute the information
in their credit files if they believe that their credit reports
contain errors or are incomplete. When a credit bureau
receives a complaint of this nature, it must investigate
and record the current status of the disputed items within
a reasonable period of time. If the credit bureau cannot
verify a disputed item, it must delete it from the file. The
credit bureau is required to correct any information
confirmed to be erroncous and to add any information
that has been omitted.

If the credit bureau’s investigation does not resolve a
dispute, the consumer may file a brief statement explain-
ing the nature of the dispute. The credit bureau must
include this statement in the report each time it is sent
out,

The Federal Trade Commission is the federal agency
that enfarces the FCRA. Questions or complaints related
to a credit report may be directed to the Correspondence
Branch of the Federal Trade Commission, Washington,
DC 20580, Free copies of publications discussing credit
issues are available from Public Reference at the same
address.
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CREDIT HINTORY SCORES AN{
MORTGAGE PERFORMANCT,

Relatively little information about the relationship
between credit history scores and mortgage loan per-
formance is publicly available. However, recently
obtained proprictacy information (courtesy of Equitax
Credit Information Services, Inc., once ol the three
large national repositorics ol credit information)
relates credit scores to loan performance for a large
sample of mortgage loans. The sample contains virtu-
ally all of the mortgages that were outstanding and
whose payments were current as of September 1994
at three ol the largest lenders in the country. The

sample is not, however, necessarily representative of

the pool of borrowers nationwide; these lenders do
not, for example, participate in all markets, nor do
they ofler all types of mortgages. To ensure confiden-
tiality, no information was included in the data that
could be used to identify individuals or financial
institutions.

The data for cach loan include a mortgage credit
history score, ““I'he Mortgage Score” (TMS), devel-
oped by Equifax Mortgage Seevices and generated as
of Scptember 199422 TMS  was  developed by
Liquilax on the basis of the credit records of mortgag-
ors and the paywent performance on their mortgage
accounts. The data also include measures of the
performance of e¢ach loan over the subsequent twelve
months (Lo September 1995); the date the loan
was originated; the loan type (conventional or
government-insured and whether the interest rate

on the loan was fixed or variable); the ZIP code of
the property securing the loan; and characteristics of

the loan such as loan size and loan-to-value ratio at
the time ol origination. All loaus in the sample were
current in their mortgage payments as of Septem-
ber 1994, the date the TMS was determined. For our
analysis, loans with payments at least thirty days late
at any point during the performance period (Septeni-
ber 1994 through September 1995) are defined as
delinquent.

tor loans originated within the year preceding
September 1994, the TMS reasonably approximates
the credit history score that could have been used in
underwriting the foan, These Toans, then, allow an
examination of the relationship between credit his-
tory scores at the time of origination and necar-term
loan performance. For more seasoned (older) loans,
the TMS as of September 1994 does not necessarily

22, 'The Mortpage Score and 'TMS are service marks of Tguilax
Mortgape Services.

reflect the borrower’s credit record at the time the
loan was originated. Therefore, the sample relation-
ship between the 'IMS and loan performance doces
not necessarily reflect the predictive vaiue of credit
history scores at the time ol loan origination. How-
ever, the older loans in the sample can be used to
demonstrate how lenders can use credit scores 1o help
mounitor or evaluate the credit risk of scasoned loan
portfolios.

To analyze these relationships, we separated loans
into three types (conventional fixed rate, conven-
tional adjustable rate, and government-backed) and
Llwo “‘scasoning” categories (newly originated and
scasoned) and then sorted them into three credit score
ranges—Ilow, medium, and high—based on their
TMS scores (which, again, arc mortgage credit his-
tory scores). Newly originated loans are those issued
after September 19935 scasoned loans are those that
were originated between January 1990 and Septem-
ber 1993, The three ranges of 'TMS scores correspond
to the specific ranges identificd in the Fannic Mac
and Freddie Mac letters 1o mortgage lenders on the
use of the generic credit history scores (the Beacou,
TRW-FICO, and Fapirica scores) in underwriting
loans.?!

TMS scores in the low range correspond (o generic
credit history scores that Freddic Mac has identified
as showing “a strong indication that the borrower
does not show sufticient willingness (o repay as
agreed” (generic credit history scores below 021).
TMS scores in the medium range correspond 10
generic scores about which Freddie Mac has sulli-
cicnt concern o require amore detailed evaluation of
the credit history file (generic credit history scores in
the 621600 range). 'TMS scores in the high range
correspond (o generic scores ina range at which,
urtless additional credit history risks are identified,
“the borrower’s willingness 1o pay as agreed is con-
firmed” (generice credit history scores above 660).

The distributions of mortgage loaas by credit score
range for the three types of loans sorted by seasoning
status, and the delinquency rate within each range,
are shown in tuble 2. The vast majority of both newly
originated and scasoned loans have credit scores in
the high range. For example, more than 90 percent of
conventional fixed rate mortgages have credit scores

23, See note 18, 'The scales of the generic credit history scores and
of the 'TMS ditler. Using the Vquilax data on individuals scored with
both a generie eredit history score aud the 'TMS score, we set cutotts
for the T™MS score at a fevel designed to capture the same pereentages
ol borrowers in the low, medium, and high ranges as were implied by
the cutotts of the generic credit history scotes identitied in the breddie
M and Fannie Mac letters.
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P Mortpapd loans, prouped by seasoming, statos, type, and payment status and distributed by credit score

Pereent

Credit score range { Mimo: Number of sample loans
Loan —— ; e s
Low Medium High Al} Total j Delinguent
Newldy originated
Conventional fixedtate .. ... .. .. 1.5 4.9 93.6 100 109,433 417
Drefinguencies in score range
As percentage of atl delinquent loans of this
type and seasoning ..o 17.3 218 60.9 100
MeMmO: Ax percentage of all toans of tus
type andd seasoning in score range ... ... 4.4 1.7 2 4
Couventional adjustable rate ... ... L 3.8 8.3 87.8 100 24,075 119
Delinguencies in score range
As percentage of all delinguent loans of this
type and seusoning oo 18,5 244 §7.4 100
Memor As percentage of all loans of this
type and seasOning m score range . ...... 24 1.4 3 .5
Government-backed fixed rate ... o 12.8 16,7 70.5 100 36,596 985
Delinguencies in score range
As percentage of all delinguent loans of this
fype and seasoning 52.0 252 228 100
Mema: As percentage of all loans of this
type and scasoning in score range ... .. 10.9 4.0 9 27
Seasaned
Conventronal tixed rate ..o oo 2.1 4.9 93.0 100 257,741 1,909
Delinguencies in score tange
As pereentage of all delingquent loany of this
type and sedsoming oL 324 19.6 48.0 100
Maento: As percentage of all foans of this
type and seasoning in score range ..., tt.4 29 4 7
Conventtonad adjustable rate ... oo o 7.6 10.7 81.8 100 125,384 2,423
Delingquencies it score range
Ax pereemage of all definguent Soans of this
type and seasoming .. 42.5 217 358 100
Mrma: As percentage of all foans of this
type and scasoming in score range ... .. 10.9 39 8 19
Government-backed fixed vate ..., (.. o 13.7 15.5 70.9 100 67,913 2,786
Delinguencies in score range
A percentage of all delinquent foans of this
Lype wd seasoning ... 59.9 194 20.7 100
Memor As percentage of sl loans of this
type and seasoning in score range ... ... 18.0 5.1 1.2 4.1

Notr Newly anginated Joans were oniginated dunng the October 1993
June 994 pertod, Seasoned Toans were ongmated donng the Tanuary 1990
September 1993 peniod

The credit score s The Mortgage Score (PMS: service mark of - s
Muontgage Services). a motlgape eredit tistory seore derived oo aonodel based
exclusvely o the credit records of households with mortgages and  theit
paynent pertonmance on mottyage loans, Fhe credit score Lo cach foan was
catcalated at the end of the thivd quarter of 1994

Score tianges have been stractaied o roughly approxmiate the genenice credit
bureau score tanges tsed by Freddie Mae tor evatuating whether an application

in the high range. Relative to conventional fixed rate
mortgages, a larger proportion of conventional adjust-

able rate mortgages and an cven larger proportion of

government-backed Joans have low credit scores, For
cach type of oan, the proportion of scasoned loans
with low scores is larger than that of newly originated
founs.

Delinquency rates are low for cach loan type
regardless of scasoning status, The highest overalt
rate ol delinquency. that for government-backed
scasoned loans, is only 4.0 percent (table 2). These

delinquency rates should be viewed in the context of

several considerations that bias the results in opposite
directions. On one hand, the rate is for delinquencics

for a mottgage meets its underwiding gudelmes The ranges for The Mortgape
Score conespond 1o genetic credit bureau seores (Beacon, TRW-1CO,
Empiricay as follows: low = less than 621, mediun = 621 660, and high - more
than 660.

Delinquent accounts e those on which @ paymient wis at least thaty days
past due at any tme dutiog the period trom September 30, 1994, thiough
September 30, 1995,

... Notapplicable.

Sourc. bquilax Credit Information Seivices, (e,

arising at any time over a twelve-month period and
thus overstates the likelihood ol a loan being delin-
quent at any point in time. On the other hand, cco-
nomic conditions over this particular twelve-month
period were relatively tavorable, and all loans had to
have been current in their payments at the beginning
of the performance period. These latter factors tend
to reduce measured delinquency rates,

The data indicate that TMS scores are a predictor
ol loan performance. For cach loan type, regardless
of scasoning status, borrowers with low scores have
substantially higher delinquency rates than those with
medium or high scores. For example, the definquency
rate for newly originated government-backed loans
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with [ow 'TMS scores is 10.9 percent, compared with
4.0 percent for those with medium scores and 0.9 per-
cent for those with high scores.

The refationship between credit scores and delin-
quency rates is Turther evidenced by the distribution
ol delinquent borrowers across credit score ranges {or
cach type of loan. These distributions show  that
delinquent borrowers disproportionately have scores
in the fow range. Borrowers with low credit scores
accounted for only 1.5 percent ol all newly originated

conventional fixed rate foans but for 17 percent of

those that became delinquent (table 2, memo item).
I'his relationship holds for other product types and
scasoned loans as well. For example, borrowers

with fow credit scores accounted Tor 2.1 percent of

all scasoned conventional fixed rate mortgages, but
they accounted for 32 pereent ol those that becanie
delinguent.

The data, howcever, also consistently show  that
most borrowers with credit scores in the low range
are not delinquent. For example, in the case of newly
originated conventional fixed rate loans, only 4.4 per-
cent of borrowers with low credit scores became
delinquent over the performance period. Thus, while
delinquent borrowers disproportionately  have low
scores, most borrowers with tow scores are not
delinguent.

Distinet differcuces exist in delinquency  rates
across loan types and scasoning status. Within cach
credit score range and loan type, scasoned toans have
higher delinquency rates thatn newly originated loans
have.”™ For example, the delinquency rate for newly
originated conventional adjustable rate mortgages
with low credit scores is 2.4 percent, but the rate lor
scasoned conventional adjustable rate loans with low
scores is 10,9 percent. Controlling Tor score and
scasoning, governiment-backed loans have the highest
rates of delinquency, a result consistent with data on
relative delinquency rates from other sources.”

Detailed information on the distribution of TMS
scores by loan performance, type of loan, and
mortgage and location characteristics for newly origi-
nated loans is presented i tables 3, 4, and 5. In
pencral, loans with lower loan-to-value ratios and
loans on propertics localed in arcas with higher refa-
tive incomes and higher relative home values have
higher mean and median 'TMS scores and a lower

24, "This result is consistent with other research, which indicates
that delinquency rates inerease as loans age, al least for the first [ew
years alter origination, See, for example, chart Iin The Market Pulse,
Mot tgage Information Corporation (vol. |, January 1996), p. 1.

25. See Mortgage Bankers Association National Delinguency
Survey,

percentage of borrowers with low and medium scores
than other louns. These relationships hold for delin-
quent toans as well as for loans that were paid on
schedule. For example, lor newly otiginated conven
tional fixed rate mortgage foans (table 3 and chart 1),
the ean TMS score for paid-as-scheduled  foans
with loan-to-value ratios less than 81 pereent s
50 points higher than the mican score for those with
loan-to-value ratios ol more than 90 percent. Simi-
larly, 94.5 percent ol the loans with loau-to- value
ratios ol less than 81 percent are in the high credit
score ranpe, compared with 84.6 percent Tor those
with loan-to-value ratios of more than 90 percent.

Vor cach loan type, the mean and median 'TMS
scores for delinquent loans are 100 to 150 points
fower than the mean and median scores for those that
were paid on schedule, and these differences are
statistically significant. Similarly, the percentage ol
borrowers in the low credit score range is at least four
to five times higher tor delinquent loans than for
loans that were paid as scheduled. These relation-
ships hold across all subcategories of loans.

Additional information relating  credit  history
scores to mortgage loan performance was provided
by Freddie Mac (table 6). These data pertain (o loans
for single-tamily owncer-occupicd propertics pur-
chased by Freddic Mac in the first six months of
(994, Performance is measurcd by whether the foan
had catered into foreclosure by the end of 1995,
Foreclosure rates Tor different categories ol loans are
expressed relative 1o the rate for borrowers with
foan-to-value ratios of 80 percent or fess and high
credit history scores, which was set to 1.0

loreclosure rates are substantially higher for bor-
rowers with low credit scores as well as for (hose
with high loan-1o-vadue ratios (table 6). Morcover,
borrowers with low credit scores perform worse
within cach loan-to-value ratio category. "The foreclo-
sure rate is particularly high for borrowers with both
fow credit scores and high foan-to-value ratios-
almost 50 times higher than that for borrowers with
both high credit scores and low loan-to-value ratios.
This linding, that loan perlormance deteriorates sig-
nificantly when risks are high for multiple factors
(“layering of risk™), is discussed at fength later in
this article.

The relationship between borrower income and
loan performance appears to be stight. Within cach
credit score and loan-to-value ratio category, borrow-
ers with income below 8O percent of arca edian

206, The eredit score ranges e comparable to those used i tables 2
through 5.
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3. Newly originated conventional fixed rate mortgage loans, grouped by payment performance and characteristic and distributed
by credit score

Percent exeept as noted

Credit score
Total
Low Medium High
Performance of mortgage
haracteristic . . . . .
and charact © Mean* Median* Percent gé?;?li Percent g‘EMO' Percent Meno: Percent Mewmo:
ercent Percent . Percent
of charac- of score of charac- of score of charac- of score of charac- of all
teristic range teristic range teristic range teristic o a:s
Pa1d AS SCHEDULED
Mortgage characteristic
Loan-to-value ratio (percent)
Lessthan 81 ..............| 845 865 1.2 729 43 94.5 87.1 100 86.5
Blto90) ...t 818 840 2.6 19.8 7.1 16.2 90.3 10.5 100 10.9
More than 90 794 811 4.0 7.3 11.4 . 84.6 2.4 100 2.6
Allb Lo 841 861 1.4 100 48 100 93.8 100 100 100
Loan size (dolary)
Less than 100,000 ......... 836 859 1.9 47.5 57 419 92.4 350 100 35.5
100,000-200,000 . ......... 839 859 14 33.8 5.0 35.0 936 338 100 339
More than 200,000 ........ 847 866 9 18.7 3.6 23.1 95.5 312 100 30.6
All ..o 841 861 14 100 4.8 100 93.7 100 100 100
Location characteristic
ZIP code median income
(percentage of area median
income)?
Lessthan 80 .............. 823 846 2.3 9.0 7.7 9.0 90.1 5.5 100 5.7
80t0 120 ................. 837 857 1.6 52.2 52 50.6 93.2 46.7 100 47.0
More than 120 ............ 847 867 12 38.8 4.1 404 94,7 47.8 100 473
Al 341 861 14 100 48 100 937 100 100 100
Home values (percentage
of area median home value)?
Lessthan80 .............. 826 847 22 20.7 6.6 18.8 913 13.4 100 13.8
80to 120 ...........Lell 836 856 1.6 27.9 52 26.5 93,1 24.2 100 24.4
More than 120 ............ 846 866 1.2 51.4 4.3 54.7 94.5 62.3 100 6L.8
Al 341 861 1.4 100 4.8 100 93.7 100 100 100
DELINQUENT
Mortgage characteristic
Loan-to-value ratio (percent)
Less than 81 734 740 11.9 63.8 229 78.0 65.2 79.8 100 77.1
8l1to90 ....... 697 707 213 27.6 227 18.7 56.0 16.6 100 t8.7
More than 90 699 744 29.4 8.6 17.6 33 52.9 3.6 100 4.2
Alll oo 720 730 14.4 100 22.6 100 629 100 100 160
Loan size (dollars}
Less than 100,000 ......... 692 686 25.1 59.7 24.6 46,2 50.3 339 100 41.0
100,000-200,000 . .. 720 730 14.7 29.2 238 374 61.5 34.6 100 343
More than 200,000 ........ 766 781 7.8 11.1 14.6 16.5 7.7 3.8 100 24.7
Al oo 720 730 17.3 100 21.8 100 60.9 100 100 100
Location characteristic
ZIP code median income
(percentage of area median
income)?
Lessthan 80 .............. 724 738 17.4 1.1 19.6 9.9 63.0 1.4 100 1.0
BOto 120 ...l 707 712 220 69.4 21.6 53.8 56.4 504 100 544
More than 120 ............ 739 753 9.7 19.4 229 36.3 674 38.2 100 34.5
All oo 720 730 17.3 100 21.8 100 60.9 100 100 100
Home value (percentage of
area median home value)®
Lessthan80 ,............. 687 677 28.9 389 227 24.2 48.5 18.5 100 233
8010120 ... 721 730 14.9 25.0 24.8 33.0 60.3 28.7 100 29.0
More than 120 ............ 735 743 13.4 36.1 19.6 42.9 67.3 52.8 100 47.7
All oo 720 730 173 100 21.8 100 60.9 100 100 100

Notk. Loans wete otiginated duting the October 1993 June 1994 period.
For detmitions of credit score, score range, and delinguency, see note to table 2,

1. Excluding loans with no veported ratio,

2. Median lamily income of ZIP code in which the property is located
relative to median tamily income of the propeity’s mictropolitan statistical area
(MSA) or, il location 18 not in an MSA, telative to median tamily mcome of all
non-MSA portions of the state.

income have somewhat higher foreclosure rates than
average, and those with incomes above 120 percent
of area median income have somewhat lower foreclo-

3. Value of the property relative to the median value of owner-occupied
homes in the property’s MSA og, if location is not in an MSA, relative to the
median value of owner-occupied homes i all noiw-MSA portions of the state.

4. Values of The Maortgage Score. The sample Mortgage Score range is 325
to Y91.

Sourer. Equitax Credit intormation Services, Inc.

sure rates than average. Credit score and, to a lesser
extent, loan-to-value ratio appear to be much stronger
predictors of foreclosure rates than income.
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Newly originated conventional adjustable rate mortgage loans, grouped by payment perfotinance and characteristic and

distributed by credit score

Pereent eacept is noted

Performance of maortgage E
and characteristic Mean Median
,,,,,,, [ S S
PAW AS SCHEDULLD
Mortgage characteristic
Loan-to-value eatio (percent)
Less than 81 817 842
Blw9oe .......... 801 821
More than 90 770 782
Al Coo 815 839
Loan size (dollars)
Lyss than 100,000 ..., ..., 814 340
[(0,000-200,b000 .. ... 812 836
More than 200,000 ., 819 840)
Alb ..o o 815 839
Location characteristic
ZIP code median income
(percentage of area median
income)
Lessthan 80 .. ... . ..., 788 81
8010 120 ......... 811 K36
More than 120 ... 824 847
..................... 815 839
Home values (percentage
of area median home vajue)
Lessthan 80 ... ... 302 828
80t0 120 ..., 812 ®35
More than 120 ., 824 848
All oo 815 839
DELINQULNT
Martgage characterisiic
Loan-to-valug ratio (percent)
Less than 81 713 723
81090 ........ 678 038
More than 90 . 576 576
Alb oo 710 718
Loan size (dollars)
Less than 100,000 ... ... 683 66!
100LOO0-2060,000 ... TO0 694
More than 200,000 739 764
All .o 740 78
Location characteristic
ZIP code median income
(percentage of area median
income)
Lessthan 80 .............. 631 653
80to 120 ..... 720 729
More than 120 .. 725 718
Alb o 710 7i8
Home value (percentage
of area median home value)
Less than80 ... ..o 700 707
8 to 120 ... .. 688 678
More than 120 731 764
Al 710 Nn§

JRUGS S

Credit score

e e T Total
Low Medium }‘ High

MEMO MEMO: MEma: MEuMO;

2, ATCE - .
o | bement | P percem | Pt | Poren | PSS porn
terigtic | Ofseore | VGGl | o seore | ¥ Siie | of soore & e of all
b range ’ range range ’ loans
3.8 86.8 82 85.5 881 6.8 100 86.7
37 12.6 8.8 13.6 87.5 12.6 160 127
34 .6 12.8 1.0 839 .6 100 6
38 100 8.3 100 88.0 100 100 100
4.4 44.2 8.3 37.7 87.3 37.5 100 37.8
19 39.1 8.7 399 47.5 378 100 8.0
26 16.8 7.6 224 89.8 24.7 H00 242
38 1600 8.3 100 88.0 100 100 100
5.5 13.4 12.6 13.9 81.9 8.5 100 9.1
4.2 529 8.6 50.1 87.2 47.5 100 479
2.9 33.6 6.9 36.0 90.1 44.1 100 43.0
38 100 8.3 100 88.0 100 100 100
51 38.1 9.9 33.6 84.9 26.9 100 27.9
3.7 243 8.4 251 87.9 24.7 100 24.7
3.0 37.6 72 41.3 89.8 48.4 100 47.4
38 100 83 100 88.0 160 100 100
14.9 63.6 223 724 62.8 90.8 100 81.0
30.0 27.3 40.0 27.6 30.0 9.2 100 {7.2
100 9.1 0 0 0 0 100 1.7
19,0 10 250 100 56.0 100 100 100
24.1 31.8 216 27.6 48.3 20,6 100 244
14.6 318 333 55.2 52,1 368 100 40,3
19.0 36.4 11.9 17.2 69.0 42.6 100 35.3
18.5 100 24.4 100 57.1 100 100 100
43.8 31.8 6.3 3.4 50,0 118 100 13.4
154 45.4 277 62.1 56.9 544 100 54.6
132 22.7 263 4.5 60.5 3318 100 31,9
8.5 100 244 100 57.1 100 100 100
17.6 27.3 235 27.6 58.8 294 100 28.6
12.8 2.7 385 517 48.7 279 100 32.8
239 50.0 13.0 20.7 63.0 42.6 100 38.7
18.5 100 24.4 (U 57.1 100 100 100

Nort. See notes to table 3
Sourcr. Fquitax Credit Infornation Services, ne.

The performance patterns by credit score and
loan-to-value ratio are very similar for borrowers at
all income levels. For example, among horrowers
with high incomes, those with low credit scores and
high loan-to-value ratios still have a foreclosure rate
almost 50 times higher than those with high credit
scores and low loan-to-value ratios.

These performance data reflect foreclosures during
only the first cighteen to twenty-four months after
origination. Typically, most foreclosures occur more
than two years after origination. Analysts at Freddie
Mac, however, belicve that the pattern of relative
foreclosure rates presented in table 6 will hold as
these loans scason.
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Percent except as noted
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5. Newly ornigmated government backed hrixed rate mottpape loans, grouped by payment performance and charucteristic and

Credit score
- e ey e Total
Low Medium High
Performance of mortgage e o N e
and characteristic Mean Median Percent gm?‘oi Percent BAEMO’ Percent MEMO Percent lliAnMn:
of charac- creen of charac- ereent o charac- eroent ) of charac- ereent
teristic of score teristic of score teristic of score teristic of all
range ) range range ’ louns
PAID AS SCHEDULED
Mortgage characteristic
Loan size (doltars)
Less than 100,000 ......... 752 767 12.6 714 17.1 68.9 70.2 64.9 100 66.4
More than 100,000 .. . 762 780 9.9 28.6 5.2 361 74.8 35.1 100 336
All oo 756 772 .7 100 16.5 100 71.8 100 100 100
Location characteristic
ZIP code median income
(percentage of area median
income)
Lessthan 80 .............. 728 733 14.9 129 226 {39 62.5 8.8 100 10.2
8010120 ......... . 754 770 1.9 65.6 16.5 64.6 71.6 64.5 100 64.6
More than 120 ... . 770 792 10.0 21.5 14.1 21.5 76.0 26.7 100 25.2
Al 756 772 1.7 100 16.5 100 71.8 100 100 100
Home values (percentage
of area median home value)
Lessthan80) .............. 751 766 12.2 37.6 18.0 39.2 69.8 35.0 100 36.0
800120 ......... . 756 772 12,0 39.7 15.7 36.8 72.3 39.0 100 387
More than 120 .... . 763 780 10.5 22.8 15.6 240 73.8 26.1 100 254
Alb .o 756 772 1.7 100 16.5 100 71.8 106 100 100
DELINQUENT
Mortguge characteristic
Loan size {dollars)
Less than 100,000 ......... 604 592 54.5 68.9 250 65.3 20.5 59.1 100 65.8
More than 100,000 ........ 622 610 47.2 3.1 255 34.7 273 409 100 342
All Lo 610 598 52.0 160 25.2 100 22.8 100 160 100
Location characteristic
ZIP code median income
(percentage of area median
income)
Lessthan 80 .............. 596 593 54.5 16.6 29.5 18.5 16.0 1t 100 158
80 to 120 . 606 592 54.5 68.4 229 59.3 22.6 64.4 100 65.2
More than 120 635 626 41.2 150 29.4 22.2 294 24.4 100 19.0
..................... 610 598 52.0 100 252 100 228 100 100 100
Home value (percentage
of area median honie value)
lessthan80 .............. 604 591 54.0 453 25.6 44.4 20.8 391 ) 43.7
80to 120 ........... 614 606 48.9 34.2 27.1 39.1 24.0 38.2 100 36.3
More than 120 . 6l6 597 53.3 20.5 20.8 16.5 25.9 22.7 100 20.0
Al 610 598 52.0 100 25.2 100 228 100 160 100

Note, See notes to table 3.
Source, Eqmtax Credit [nformation Services, Inc.

THE DISTRIBUTION OI' SCORES
ACROSS 111 POPUIATION

Little information is publicly available about how
credit histories vary across population groups. As a
summary measure of the credit histories of individ-
uals, credit history scores provide a convenient way
to compare ditterent segments of the population with
respect to their credit history profiles. Such compari-
sons offer a rough and partial guide to the willingness
of lenders 10 extend credit to different categories of
households, since credit history ts only one element
lenders consider in the evaluation of a mortgage
application. Even applicants with low scores may

gualify for a mortgage if they have compensating
factors such as a low loan-to-value ratio.

Proprictary information on the credit history
scores, mortgage status, and ZIP code location of
individuals and households was obtained from
Equitax. The information is based on a nationally
representative sample and includes the Equifax TMS
scores for 3.4 million individuals and the 2.5 million
households they comprise.?” Households were classi-

27. The sample was drawn by sorting the country’s roughly 29,000
residential ZIP codes into strata defined by Census region, center-city/
suburban/rural location, and median household income. A stratificd
nationally representative sample of 994 ZIP codes was drawn from
these strata, T™MS scores (computed in the same way as those dis-
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Lo Maean mottgage scores ol selected, newly onginated, conventional fixed rate loans, by payment status and charactenstios

ol toan and localily

Mean n]()”gklgé SEOre
Loan-to-value ratio
Onl time

l Delinquent

Loan size, doliars

- -~ 800 — ' - - 800
— -— 700 — 706
L. - i . RN I T |

Less than More than Less than 100,000~ More tha

81% 90% 100,000 200,000 200,000

" Borrower income, percent of area median " Home value, percent of urea median
, - 800 - , = 800
- ~- 700 = 700
b I D LB Lo |

Less than 80-120% More than More than

~ 80% B 120% 120%
No1r . For definitions and source, see notes to tables 2 and 3.

fiecd according to whether or not they appeared o
have an outstanding mortgage loan. Other than the
TMS score and ortgage status, no information was
provided about the characteristics of the individuats.
However, because the ZIP code of the individual’s
residence is known, it is possible to classify individ-
uals by the characteristics of these locations.

We have calculated the distributions of three difter-
ent population groups—-individuals. houscholds, and
houscholds identilied as having mortgages: - -across
the same TMS score ranges used in the previous

cussed in the previous section) were obtained for all individuals with
credit files in BEguifax's oft {ine credit murketing database showing,
addresses in the sample 7P codes,

Credit reports showing the same addiess were considered to be
from the same houschold, and the low-score report (if two reports
were involved) or the middle-score report (i three or more reports
were involved) was chosen 1o represent the houschold. These figures
understate the nwmber ol houscholds with more than one adult. A
possible explanation is that many couples obtain eredit in only one
person’s name.

section for various classifications ol ZIP code. For all
three population groups, the distributions of TMS
scores are similar across different categories of Z1P
code, although some absolute  ditferences  exist
(table 7). Vor example, houscholds with mortgages
tend to have fewer low scores and tend to live in
arcas with higher relative median family incomes and
median home values. For all categorics, more than
half, and in most cases more than two-thirds, of
sample houscholds or individuals have TMS scores
in the high range. For these houscholds, TMS scores
fall within the acceptable range for mortgage
qualification,

About 20 pereent ol individuals, 23 percent of
houscholds, and 15 pereent of houscholds with mort-
gages have low TMS scores and thus may have
problems qualifying for a mortgage on the basis of
their credit histories (table 7). These proportions do
not vary much across urban/suburban/rural classifica-
tions but do vary substantially by median income and
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6. Relative forectosure rates {or selected categoties of
mortgage loans, by credit score range

index
Loan-to-value ratio . .
and borrower income Low l Medium j High
All loans
Borrower income
(percentage of area median income)
Lessthan 80 .......ccoveviinnnn.. 36.8 139 2.2
80 1o 120 353 10.2 1.7
{20 or more 311 3.9 i1
All L 339 193 LS
Loan-to-value ratio less than
81 percent
Borrower income
(percentage of arca median income)
Less than 80 32.0 11.0 1.8
80100120 ........... 29.0 7.4 1.1
120 or more N 229 6.7 )
All oo 26.9 7.9 1.0
Loan-to-value ratio 81 percent
or miore
Borrower inconme
(percentage of area median incomne)
Less than 80 . 23.0 4.4
80t 120 ........... . 15.8 3.6
120 or more X 12.9 2.8
Al . 15.3 33

Noirr. The loans ate tor single-tamily owner-occupted properties and were
purchased by Freddie Mac in the finst six months of 1994, Index ot foseclosure
rate covers foans loreclosed by December 31, 1995; the index sets the average
foreclosure rate cyual o 1 for loans with borrower generic credit buteau scores
of more than 660 and loan-to value ratios ot less than 81 pareent.

The credit score tanges correspond to generic credit bureau scores as tollows:
low = less than 621, mediunm = 621 660, and high = more than 660,

Arca median meome s the median fanly imcome ol the property’s MSA or,
it location 1s not in an MSA, the median tanily incomie ol the property’s county.
Borrower incame 1s as ol the time ol Toan otigination.

Souvrct . Freddie Mac.

home value of ZIP codes and by Census region. For
example, about 33 percent of the houscholds living in
ZIP codes with median family incomes in the lowest
range have low scores, compared with only 17 per-
cent of houscholds living in ZIP codes with median
family incomes in the highest income range.

The extent of the variation in TMS scores by Cen-

sus region is somewhat surprising. Although some of

the variation by region is explained by differences in
economic factors such as income and unemployment
rates (additional analysis not shown), much of the
variation is unexplained.

Information on the distribution, across score
ranges, of houscholds identified as having mortgages

is potentially usetul tor forccasting the ability of

mortgage holders to refinance their outstanding
mortgage loans. As noted, 15 pereent of all the
households with mortgages have low TMS scores
and thus may have dilfticulty refinancing.”® Again,

28, This finding should be viewed with some caution. The pereent-
age of sample houscholds identified as having mortgages is lower than
the proportion estnated  {rom other data sources. [f the sample
households identified as having mortgages have a different credit
score distribution than mortgage holders overall, then the sample
statistics may be bused.

the proportion with low scores varies substantially by
area income and home value and region. Almost
one-fourth of houscholds with mortgages in ZIP
codes with lower incomes or lower home values fall
in the low-score range and may have difficulty
refinancing.

THE PERFORMANCE OF [LOANS
IN AFFORDABLE HOME LOAN PROGRAMS

In recent years mortgage originators, secondary mort-
gage market institutions (Fannie Mae and Freddic
Mac in particular), and PMI companics have initiated
a wide variety of affordable home loan programs
intended o benefit low- and moderate-income and
minority houscholds and neighborhoods (see box
“The Elements of an Affordable Home lLoan Pro-
gram”).>? These initiatives supplement a variety of
fong-standing government-sponsored programs, par-
ticularly those of the FHA and state and local housing
authorities. In many cases, the reach of private-sector
programs has been extended through public—private
partnerships.,

Analysis of data gathered under the Home Mort-
gage Disclosure Act (HMDA) for the period 1992-94
suggests that affordable home loan programs may be
having an effect in metropolitan statistical areas
(MSASs), as conventional mortgage lending to low-
and moderate-income borrowers has increased at a
substantially faster rate than lending to other groups
(table 8). From 1992 to 1993 and from 1993 to 1994,
the number of conventional home purchase loans
extended to low- and moderate-income borrowers
(incomes below 80 percent of the MSA median)
increased 38 percent and 27 percent respectively.
Over these same two years, lending to upper-income
borrowers (incomes above 120 percent of the MSA
median) rose more slowly, increasing only 8 percent
and then 13 percent.

A combination of factors may have given rise to
this pattern of lending. In some cases, lenders may
be responding to newly perceived profit opportunities
in underserved market niches. Some depository
institutions may also be secking to build an out-
standing record of community reinvestment in order
to cnhance their compliance with the Community

29. See “Affordable Mortgage Program Study,” Consuner Banh-
ers Association, annual reports 1993-95. For a review of the afford-
able lending initiatives sponsored by Fannie Mae and Freddie Mac,
see the brochures “Opening Doors with Fannie Mae's Community
Lending Products,” Fannie Mae, 1995, and “Expanding the Dream,”
breddie Mac, 1995,
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The Elements of an Affordable
Home Loan Program

The details vary widely, but atfordable home loan pro-
grams generally involve four distinct elements: targeted
groups, special marketing, the application of flexible
underwriting standards, and the usc of risk mitigation
activities. Targeted groups are usually defined with eligi-
bility criteria tied to borrower or neighborhood income,
loan-to-value ratios, location, homebuyer status (for
example, first-time homebuyers), and other factors.

Most important among these criteria are the income
eligibility restrictions, which normally require a prospec-
tive borrower to have a low or moderate income or to
purchase a home in a low- or moderate-income neigh-
borhood. Special marketing activities commonty include
homebuyer education seminars and outreach to religious
and community organizations active in targeted neigh-
borhoods. Flexible underwriting policies usually have
the following characteristics: Jow-down-payment
requiretnents; higher acceptable ratios of debt payment
to income; the use of alternative credit history informa-
tion such as records of payments for rent and utilities;
flexible employment standards; and reduced cash reserve
requirements. In addition, many lenders ofter reduced
interest rates, waive private mortgage insurance require-
ments, or reduce or waive points or fecs associated with
originating the loan.

To reduce the potential for higher losses on these
flexibly underwritten loans, lenders customarily require
the borrower to complete a homebuyer education pro-
gram and to undergo credit counseling when needed.
Lenders also use enhanced servicing techniques on these
foans, contacting borrowers by phone, for example, as
soon as they are thirty-days delinguent to determine the
cause of the delinquency and to establish a plan to
rectify the situation,

Reinvestment Act (CRA). Y More gencerally, financial
institutions  may have determined that increasced
lending to a targeted arca would serve their long-run
inferest in community stability. Finally, relatively
larger numbers ol low~ and noderate-income house-
holds may have been secking to purchase homes
during this period because the alfordability of hous-
ing improved to tevels not seen since the 1960s.

30, The Community Retnvestment Act of 1977 is intended 1o
cncourage commerctal banks and savings associations to help meet
the credit needs of the local communities in which they are chartered,
including low and moderate-income neighborhoods, i w manner
consistent with safe and sound operations. For a review ol different
perspectives on the CRA, see Glenn B, Canner and Wayne Passmore,
“Home Purchase Lendig in Low-Income Neighborhoods aud o
Low-Income Bonowers,” Federal Reserve Bufferin, vol, 81 (Febru
ary 1995), pp. 71 108,

Since afforduble home lending initiatives typically
involve the application of flexible underwriting stan-
dards, questions have been raised about whether the
payment performance, and ultimatety the profitabil-
ity, of these loans is substantially different (rom that
of traditionally underwritten loans. Analyses of these
issues have tended to focus on measures of payment
performance such as delinquency rates or, more
rarely, the incidence of default. Little information is
available about the cost of other aspects of affordable
lending programs, such as enhanced servicing, home-
buyer education, and various forms of direct subsi-
dies (for cxample, waivers of some or all closing
costs), that alse affect the profitability of these pro-
grams. Similarly, little is known about possible
increases i revenue that may result froni a high-
volume aflordable lending program. For example,
providing nwrtgages to lower-income  houscholds
may lead to other credit- or deposit-related relation-
ships that may be profitable (or the lender.

Ividence from Roundiable Discussions

Until recently, most of the available information on
the performance ol affordable home lending pro-
grams had been ancecedotal. For example, in round-
table discussions held with lenders in preparing the
Federal Reserve’s 1993 “Report 1o the Congress on
Community Developmeat Lending by Depository
Institutions,” the participants generally held the view
that the costs ol originating and servicing loans made
under affordable home loan progratnsg were greater
than those incurred on other housing loans but that
delinquency and default experience to that time had
not been worse. Statistical analysis undertaken for
that report did not find any notable relationship
between bank profitability and the level of lower
income mortgage lending activity. !

The roundtable participants suggested that the
increased risks associated with altowing more flex-
ible underwriting can be mitigated in various ways,
Some lenders, by drawing on their specialized knowl-
edge of Tocal market conditions, lamiliarity with bor-
rowers, and greater experience with atfordable home
lending, may be able to reduce the risks of applying
flexible underwriting guidelines. By integrating care-

31, Statistical analysis of bank profitability and atfordable home
lending was based on data from the 1992 TIMDA reports and {rom
Call Reports of commercial banks and thrift institutions. Sce Board of
Governors ol the Federal Reserve System, “Report o the Congress on
Coramunity Development Lending by Depository Institutions” (Board
af Gavernas, 1993),



640 Tederal Reserve Bulletin L July 1996

/. tndividuals and houscholds, grouped by ZIP code characteristic and distnibuted by eredit score ringe

IPereent
Low Medium High Total
baracterictic of ZIP code - MEeMo: . MEMO: MEMo: ) Mema:
Characteristic of ZIP code Percent Percent Percent Percent Percent Percent Percent Percent
ofcharac- | ¢ oo | ofcharac- t - Foinre | ofcharac- | e | ofcharies o E e
teristic range teristic range tertstic range teristic range
Individuals
Median income of ZIP code
(percentage of area mediun income)!
Less than 80 29.5 21.0 14.2 174 56.3 1.9 100 14.4
80to 120 . ... 19.8 65.2 11.8 66.6 68.4 67.2 100 66.7
More than 120 ... 14.9 13.8 10.0 16.0 75.1 20.8 100 18.8
Al 203 100 11.8 100 67.9 100 100 100
Median home valie of ZIP code
(percentage of area median home value)?
Lessthan 80 .. i 27.4 343 139 29.7 58.7 219 100 25.3
80to 120 .,..... 19.6 51.7 115 522 68.9 54.1 100 53.4
More than 120 ... 134 14.4 10.0 18.0 76.6 24.0 106 213
All o 20.3 100 i1.8 100 67.9 100 100 100
Urbanization of ZIP code
Urban ..o s 220 375 12.0 350 66.0 335 100 34.5
Suburban 18.9 44.0 il.4 45.4 69.7 48.4 100 47.2
Roral .........0. 20.4 18.5 12.6 19.6 67.0 18.1 100 18.4
Al 20.3 100 1.8 100 67.9 100 100 100
Census region of ZIF code’?
Northeast
New England ... 17.8 54 1.2 58 71.0 6.5 100 6.2
Middle Attantic ...l 17.9 14.6 1.0 154 7t 173 100 16.5
Midwest
East North Central ........................ 15.5 9.4 10.8 11.2 73.6 13.2 100 12.2
West North Central ..o 16.5 5.3 10.4 58 73.1 7.0 100 6.5
South
South Atlantic ........oooviiiiiiiies 217 23.7 iL5 218 66.8 217 100 22,1
East South Central ... 25.5 5.1 13.8 4.8 60.7 3.6 100 4.1
West South Central 218 139 13.6 17 58.6 3.8 100 10.1
West
MOUBEAIN L 204 6.3 2.5 6.7 67.1 6.2 100 6.3
Pacific R 20.6 16.2 12,7 17.4 66.7 15.7 100 15.9
All e 203 100 11.8 100 679 100 100 100
All households
Median income of ZIP code
(percentage of area mediun income)'
Lessthun 83 ... 18 214 149 17.6 523 122 100 15.0
8010120 ....... 22.4 65.0 12.7 66.6 64.9 67.2 100 66.6
More than 120 ... 17.0 13.6 11.0 159 72.1 20.6 100 18.4
All s 229 100 12.7 100 64.4 100 100 100
Median home value of ZIP code
(percentage of area median home value )
Less than 80 30.7 34.3 14.7 29.6 54.6 21.8 100 25.6
80w 120 ..., 223 51.3 12,5 516 65.2 533 100 52.7
15.2 14.4 11.0 18.7 73.8 . 249 100 217
229 100 12.7 100 64.4 100 100 160
Urbanization of ZIP code
Uthan . oo 247 38.4 12.8 359 62.5 4.6 100 35.7
Suburban e 215 43.0 12.3 44.5 66.2 47.2 100 459
Rural ......... o 23.1 18.6 13.5 19.6 634 18.4 100 18.4
Al 29 100 127 100 64.4 100 106 100
Census region of ZIP code?
Northeast
New England ... 20,3 53 123 58 67.3 6.3 100 6.0
Middle Atlantic ... 20.2 14.4 1.9 154 67.9 17.3 100 16.4
Midwest
Bast North Central ........................ 17.9 9.3 11.8 161 70.2 13.0 100 119
West North Centrad ..., 18.9 53 1.4 58 69.8 1.0 100 6.5
South
South Atlantic ... 245 239 12.4 21.8 63.1 22.0 100 224
East South Central 28.6 5.1 14.7 4.8 56.7 36 100 4.1
West South Central 3t 13.8 14,2 114 54.7 8.6 100 10.2
West
Mouantain ....... ... ... 23,1 6.4 13.5 6.7 634 6.3 100 6.4
Pacitic ... o 232 16.3 13.6 17.3 63.2 15.9 100 16.1
Al 229 160 12.7 100 64.4 100 100 100
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/. Continued

Percent

Low

High Total

]
Medium !
haracteristic of ZIP code . MEgMo: " Memao: - Memo: . MiMo:
Characteristic of ZIP code [_’(:rgg:u Percent l"c‘u‘c‘r'u' Percent E.’cru,.nt Percent {’cue'm Percent
of charac- S of charac~ o of charac- S ol charac- o
teristic of score teristic of scare L teristic ol seore Letistic of scare
range ’ range | range range
Houscholds with mortgages
Median income of ZIP code
(percentage of area median inconie)!
Lessthan 80 .. ... i 22.6 14.5 14.5 12.8 62.9 4.2 100 9.6
B0 1200 .o 5.1 64.2 11.0 64.3 739 63.3 100 63.0
Morethan 120 ... .. oo 1.9 213 9.3 229 78.8 28.5 100 26.8
Al 15.0 100 10,9 100 74.1 100 100 100
Median home valte of ZIP code
(percentage of area median home value)?
Lessthan 80 ... 222 29.6 14.2 25.9 63.6 7.1 100 19.9
80t 120 . e 14.9 55.5 10.8 55.2 74.3 559 100 55.8
More than 120 ... 9.2 14,9 8.5 18.9 82.4 27.0 £00 24.3
Al 15.0 100 10.9 100 74.1 100 100 100
Urbanization of ZIP code
Urban ..o 15.0 322 111 327 73.9 2.0 100 3241
Suburban ... oo 5.1 574 10.7 56.0 74.2 57.1 100 57.0
Rural ..o o 4.4 10.4 11.3 L3 74.3 10,9 100 10.9
Al e 15.0 100 10,9 100 74} 100 100 100
Census region of ZIP code?
Northeast
New England ............ ... 13.6 6.2 10,7 6.7 757 7.0 100 6.9
Middle Adantic ........................... 14.1 13.7 10.1 13.5 75.8 14.9 100 14.6
Midwest
East North Central ......... ..., 1.4 8.7 10.1 10.5 78.5 12,0 100 1.3
West North Centead ... oo 12,1 4.1 9.2 4.3 78.6 54 100 5.1
Sauth
South Atlantic ............... . 15.6 26.5 10.4 24.3 739 25.3 100 25.4
East South Central ... ... 0L 17.9 28 12.0 2.6 70.2 22 106 2.4
West South Central ... 198 i3 119 9.3 68.3 7.8 100 8.5
West
Mountain ... 15.3 15 117 19 73.0 7.3 100 7.4
Pacific ... oo 15.5 19.2 12.2 20.8 723 8.1 100 18.3
Al { 15.0 10 10.9 HEY 4.1 100 100 Loe

Note, The eredit score is The Mottgage Score (TMS), of Equifax Moitgage
Services, For defmition of TMS and of the credit score tanges, see note o
table Z; see also text note 77,

1. Median family income in Z1P code m which the property s located
telative o median faady wconwe o the property’s MSA oy, it location is not
i an MSA, refative to median Gauly income in the non MSA portton ol the
stale,

2. Medun value of owner-occipied homes i ZIP code in which the property
is focated refattve to median value of ownetr occnpied homes in the property’s

fully designed honiebuyer education efforts and credit
counseling services into their affordable lending pro-
grams, lenders may be able to screen out relatively
high-risk applicants and better prepare {irst-time
homebuyers for the responsibilitics of homeowner-
ship. In addition, by adopting an enhanced servicing
program for affordable home loan products that

includes postpurchase contact and counseling and, if

necessary, cacly delinquency  intervention, lenders
may be able o help avoid somie potential defaults.

Iperiences of Secondary Market Institutions
and Privaie Morvigape Tnsurers

Additional evidence has begun 1o accumulate about
the performance of loans extended under affordable

MSA ot i location s not o an MSA, relative 1o median value of owner
oceupred homes e non-MSA portion ol state,

30 See map of Censts Bueean regions and divisions, inside hont cover, DS,
Depattiient of Conmunewee, Statistical Abstract of the United States. 1994,
Bureaw of the Ceusus (Government Printing Otfice, 1994).

Sourcr. Bquitax Credit Information Serviees, Ine,

home loan programs and purchased by sccondary
market institutions or insured by private mortgage
insurance companics. For the most part, the evidence
pertains 1o delinquency rates, because the loans
cxamined are too recent in origin Lo permit 4 compre-
hensive evaluation of default and loss expericnee. i
what follows, it should be cophasized that the vast
majority ol borrowers relying on affordable home
loan products are current on their mortgage pay-
ments. However, cven relatively small delinguency
and default rates may make a program unprofitable.
Analyrzing delinquencies and defaalts can highlight
specttic variables in the progrant that might be modi-
fied to screen out particularly bad risks and enhance
program profitability,

treddic Mac has been following the performance
of the alfordable home foans it purchases under its



642 Federal Reserve Bulletin [ July 1996

8. Increase in number of conventional home purchase Toans
for lenders reporting undee HMDA, by selected chanacter-
istics ol borrowers, 1992 4O

Pereent
1 MEMO:
Borrower chajacteristic 199293 | 1993-94 | Number of
oans
in 1994

Al oo 16.5 17.9 2,795,162
Ruace or ethnic group
American Indian/Alaskan Native . 7.3 23.8 10,691
Asian/Pacific Islander ............ 6.5 18.6 93,319
Black ................ 358 54.7 125,796
Hispanic 254 42.0 129,695
White ............. 17.5 15.7 2,281,450
Other oo 64.1 61.3 18,984
Joint (white/minority) ............ 178 37.0 60,763
Income {(percentage of MSA
median)’
Lessthan 80 .............ocooo0e. 384 27.0 516,824
80-99........... 214 19.1 295,734
100-120 ... 16.2 15.7 285,044
More than 120 8.2 12,5 1,069,305
Income less than 80 percent
of MSA median
American Indian/Alaskan Native . 22.1 320 2,125
Asian/Pacific Isfander ............ 28.6 29.3 16,865
Black .............. 67.7 62.8 39,666
Hispanic 495 67.9 38,213
White ........... 364 19.8 391,535

Total? 38.4 27.0 516,824

Norr As ol 1993, a lage number of additional independent mortgage
companics becime covered by the Home Mortgage Disclosure Act (HMDA) o
provide the most appropriate year-over-year comparisons, the lending activity of
these newly covered iirms was excluded frony 1993 volume estimates.

. MSA median is the median fanuly income ot the mettopolitan statistical
arca in which the property related to the loan s located {table ncludes only
properties in MSAs).

2. Includes louns for which race is unknown or categotized as “othed” o
“joing”

Sourct. Federal Financial Institutions Examination Council.

“Affordable Gold™ program, which was established
to promote lending to low- and moderate-income
households.* Freddic Mac reports that the sixty-day
delinquency rate on these loans has been higher than
on a “pecr group” of traditionally underwritten mort-
gages, controlling for the loan-to-value ratio, the date
of loan origination, region ol the country, and type of
property.t* Among those Affordable Gold loans origi-
nated in 1994 for which borrowers were allowed 1o
meet part of the minimum down-payment require-
ments with funds provided by a third party, the delin-

32. Most of the loans extended to low- and moderate-income
houscholds that are purchased by Freddie Mac (and Fannic Mae)
qualify under standard underwriting guidelines. Loans in the Atfford-
able Gold program are generally underwritten using nonstandard
criteria. Fannie Mace has a similar program, the “Community Home
Buyers Progran.”

The performance of loans made to low- and moderate-income
houscholds using standard anderwriting guidelines may be different
from that of Affordable Gold loans. As shown in table 6 for loans
underwritten with  standard  guidelines, borrower icome is not
strongly related to foreclosure rates.

34, See comments by Leland Brendsel o Snigdha Prakash,
“Freddie Sounds a Delinquency Alarm on Popular Lower-Income
Morigage,” American Bunker, July 21, 1995, pp. | and ¥.

quency rate through February 1996 has been about
4 times higher than that for the peer group of tradi-
tionally underwritten loans. Other Affordable Gold
loans originated in 1994 show a delinquency rate
about 50 pereent higher than that for the peer group.

To help enhance the effectiveness of its Affordable
Gold home loan program, Freddie Mac olfers lenders
a tool, titled the “Gold Measure Worksheet,” that can
assist loan underwriters in their efforts to accurately
assess the risk associated with combining various
flexibilities i underwriting allordable home loans
(see box “Freddie Mac’s Gold Measure Worksheet™).

Freddie Mac’s Gold Measure Worksheet

Freddie Mac says that its Gold Measure Worksheet is a
tool *“designed to assist management and underwriters in
their efforts to accurately assess the risk associated with
combining various underwriting flexibilitics.” and
thereby it helps the lender determine whether a loan will
be acceptable for sale to Freddie Mac under its Afford-
able Gold program.

The worksheet (facing page) identifies borrower and
loan characteristics related to credit risk and assigns a
specific number of points (referred to as risk units, or
RUs) to each characteristic, The sum of the risk units
provides a summary measure of the risk associated with
a given loan. The applicant’s credit history is one ele-
ment considered and is evaluated by using a credit his-
tory score obtained from a credit bureau or by measuring
the individual components of the credit history file.

According to Freddie Mac, the Gold Measure Work-
sheet is intended to complement, rather than replace, the
judgment of underwriters. As indicated in the worksheet
instructions, it should be used in conjunction with
Freddie Mac’s booklet Discover Gold Through Expand-
ing Markets “to identify compensating factors and risk
offsets.” This booklet provides case studies illustrating
the flexibility lenders have in applying Freddie Mac’s
underwriting guidelines.

Freddie Mac specifies the following guidelines for
evaluating the summary score derived from the Gold
Measure Worksheet:

¢ A score of 15 or less (or up to 18 with comprehen-
sive borrower prepurchase and postpurchase homeown-
ership education) is acceptable to Freddie Mac, provided
no other risk is apparent from the review of borrower
eligibility, property appraisal, potential fraud, or data
integrity issues.

* A score between 16 and 25 is acceptable only with
documented offsets not captured on the Gold Measure
Worksheet.

* A score greater than 25 requires that the transaction
be further evaluated. Generally, Freddie Mac has found
that loans with RUs greater than 25 are not acceptable
for purchase without sufficient compensating factors.

—— —
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GOLD MEASURE WORKSHEET—Version 2.0

Scller Name
Dreddie Mac Selfer Numbe
Lieddie Mac T oan Nwnber

al avatlable)

Branch Obtice/Channe)

Undeowriing Ceater

PO Name
aderwina

Withdrawn File Closed

Directlons: s ciroir the apprapnate "ok Units” 1RUs) for eacl, catepory Totdl the BUs n edeh section did o ater on the Subtatal lae, Then < cob ne Subtotals
for each sectior and enter the Grand 1otal an the fotal HUsS ine Note thal negative sumbiens such an ™ 2 are sk of faets,
B s anigortant to read Whe o companying Gold Measure Worksheet and instructions —Verston 2.0 booklet and 10 refoy (ol for kiditional

nformation on completing this worksheet

W This worksheet s an aid, pot o substitute for the underwnting decision
o Complete alther Credit File A or Credit Bile B, but not both Use Gradit File Al 3 credit seores are requasted. Use Credit e Bf fewer than

3ot scores are raquusted S

¢ he Gold Measure Worksheet and nstruction's

burerau anidd bankrigp'cy seores for use with Gredit Hile A

' I. Credit File B

Diraction: Use Cradt File 8 1f fewer than 3 oredit seores are requesto

1. Credit File A

Diractlons: When using Credn File A, corplety elther the Hureau
Score er the Bankruptey Score, but not both

Bankruptcy Score
tqufax DAS S ore,

{rar Hiton Deiplu Seore
aned TRW MDS Seare

{See nstructions)

Bureau Score

Eguitax leacun Seore
Trans Unton timpinca
Seore and TRWHICO Seure
{See nstructions)

Rus AUs
Over 790 16 150 or leus -2
747 (90 14 1hl 200 10
761 /0 1 201 240 -4
731 /60 / 241 400 3
/21 (30 b 301 420 1
01 (20 i 21 460 0
681 - /00 8} 31 420 4
661 - 680 4] 421 480 8
641 - 660 12 481 540 11
621 G40 1 Ha1 G20 15
601 620 20 621 /00 k)
581 - GOO 2 01 140 21
841 - HHO 25 741 840 23
LA40 o lews 42 #41 960 4
Over 960 29

No reported No reported
Seore available 20 Score avanable 20

I Uredit Hile A
Subtotal of circled RUs”

RUs
Self employed and above area median ncone: H
Magonty of inceme frata conumessions, 131
Lmployed second carngr on application ?
Borrower's tme on Job s 5 years or imore 2
Ca harrower's time 6 (0l 15 2 years or iore! 1

I Incorw: Subtotal of circlicd RUs:

Collateral, Assets

TV/TTY
(ncluchng secondary

Hroperty seller contubutions
oxcead % of value

finenicing ~) s Rus
RUs N

60.5% or fower 27

60.6 /0 5% 6 Resurves are

706 - BO.O% 5 RUs

80.t  H55% 1 1ess than 1 menth 8

856 90 b% 8] Al feast 1, buf fess

90.6 93 5% ? than 2 months &

936 VAL% 5 At least 2, ot less

94,6 9bb% 8 than 4 months [¢]

95h 6 - 9H H% 10 At least 4, but lese

96 6 98 L% " than 5 mionths 3

98.6 99 L% 14 S or more months 8

996 999% th

Less than H% down from
borrower funds with
5% LIV (e g, Affordable
Gold with 372 Option)
RUs
Y

I Laan, Collateral, Assuts,
Subtotal of Qrcied RUs

PWhen scconary hiaancingd s mcluded, F the secondary
financing @ ovides for dany anortzation (paynients) betore
matunty of the Freodie Mac an, then add T to {1V for every
rounded pereentigie point of secondary lind g Dikewise, abd
0 5% to LIV for cvery 1outided pereentge pont of secondary
finemg g, it ther> 15 e amos Bizabon (1o payments due) before
matunty of T Dieddie Mde loan J isecured grants or gifts
requie o asunents o iy

No delinguencies or ather derogatory
tradeline o derogatory pubhic
record nformation and number of

tradelines (open or closed) 1 RuUs

11 or mwore a4

6 10 N

15 o

One or mare revolving tradelines

and total revoiving balances are

undes $500: RUs
4

Fewer than 4 tradchines

{open or ¢losed) RUs
5

Percent of all tradelnes (open or

closed) ever delnguent or worse

{ 4090 days o5 more, coltection,

charge o'f, ete) Rus

O 10% Ri

1t 1e% 4}

16 40% 4

a4l 604 4

Over 60™ i

Worst ever derogatory credit ftile

entry 15 either RUs

MW 30- 180 days dehinguent, [

ar

| Public record (bankruptey,
foreclosure, Judgiment, hen,
garnshment, suit, certam collections)
or traleline 1eported as aver
1450 days dehnguent, chiarge of £,
repossession or collection, RUs

10

Verston 2 O booktet for easy nstructions, on how to order

Nutnber of deragatory

Public records RUs
[P 0
20 4
Over 3 9
Nutnber of inguines in
the past + months RUs
0 ?
] QO
2 1 >
4 8
5 1
More than b 14
Agtc of oldest tradeline

On monthe), RUs
D {(no tradehnes) 6 18
T 13
1 24 /
2h 48 3
49 72 2
I B ¢ 0
121 1bg
169 or rare: ?
If age of oldest tradeline 1«
13 48 months and any one or
more of the followinng
® More than 3 mauines

withii the past 3 months
| More than 3 trade ines

opendd i the past yoar
B otil Opere belanc os

exceed $10,000 RUs

6

t Credit Hite B8
Subtotal of Gireled RUs:

IV. Debt-Payment Burden

Debt to meorme ratio (52

RUs
tess then 32 6% 8]
326 38 hY 2
a8 6 L0.5% 4
40.6 - 42.5% 7
A2 6 L4N% 10
446G L6.5% 13
46.6 48 5% 105
ABG 50 5% 18
Over H0.5% 30

Spread belween total debt ard
houstng ratios (e, nonhousing

debt ratio) 11 RUs
O to 1RY 2
Maore than 15%, B

Proposed housing expense 14
less than 1204 of previous
housing capense: RUs

W Debt Payment Burden Suitotal of cirgied RUs:

V. Loan/Property Type

foan type s Rus
Fixed-Rate: 10 Year b
20 Yizar -4

25 Year 1

RUs

ARM: Rate Capped 8}
Payment-Capped H

Property lype 1y RUs
2 Umt 2
34 Uit 1
Condomiium 6

V. Luan/Property Type,
Subtotal of cucled RUs

fotal of sectiors A or B, 10 1V gnd V- TOTAL RUs:

Freddie Mac Risk Unit Guidetine

If pre purchase counseling:

It post-purchase counsel'ng

If pre and post purchase counneling

Refer to Gold Measw e Worksheet ond instrictions

15 RUs
16 RUs
17 RUs
18 RUs

Version 2 O hookled foe more iatormatior This

warksheet 15 an did, not a substitute for the underwnting dec ston Call your Account Represeatative

far add togat intaree atror
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Freddie Mac finds that the *Gold Measure score”
(the application score computed using the Gold
Measure Worksheet) is a strong predictor of loan
performance and that the Gold Measure Worksheet
provides a useful guide to making sound affordable
housing loans. For example, among the Aftfordable
Gold loans originated in 1994, the delinquency rate
for those with scores (at origination) in the “high
risk” range was 5.6 times higher than the overall
delinquency rate for the peer group.™ Those with
scores in the “medium risk” range had a delinquency
rate 1.4 times higher than the peer group, while those
with scores in the “low risk” range had a delin-
quency rate only 0.6 times as high as the peer group.

Private mortgage insurance companies play an
important role in affordable home lending programs
because lenders and secondary-market institutions
often require borrowers under the programs o obtain
such insurance. Like the sccondary-market institu-
tions, the PMI companics have been closely monitor-
ing the performance of the loans they insure that were
extended under affordable home lending programs.
Mortgage Guarantee Insurance Corporation (MGIC)
was the first PMI company to provide a detailed
analysis of the performance of such foans. MGIC's
analysis found that the delinquency rate on such
loans has been higher than on the other loans it
insures, controlling for loan-to-value ratios. ¥

To better understand the factors that may be con-
tributing to the clevated delinquency rates, MGIC
focused on the ctfect of underwriting flexibility pro-
vided in four arcas: (1) funds for down payment
provided by a third party, (2) credit history, (3) allow-
able ratios of debt payment to income, and (4) avail-
able cash reserves after closing, MGIC found that,
among the affordable home program loans insured in
1992 and 1993, providing flexibility in these {our
areas was associated with the following results:

(1) Borrowers who covered a 3 percent down pay-
ment themselves and had a third party provide an
additional 2 percent (so-called 3/2 option loans) had a
delinquency rate twice as high as borrowers who
provided the entire § percent down payment.

(2) Borrowers with “adverse” credit histories had
delinquency rates four times higher than borrowers
with excellent credit histories, and borrowers with no
credit history had delinquency rates cight times
higher.
34, Tor the analysis presented here, “high risk™ loans are those that
have Gold Measure application scores above 25, “medium risk™ loans
are those with scores between 16 and 25, and “low risk™ are (hose
with scores below 16 (see box “Freddie Mac’s Gold Measure
Worksheet™),

35, Steinbach, *Ready to Make the Grade.”

(3) Borrowers with ratios of debt payment to
income exceeding the traditional guideline levels had
a delinquency rate 60 pereent higher than those with
ratios at or below the traditional guideline levels.

(4) Borrowers with less than two months of cash
reserves at closing had a delinquency rate 40 percent
higher than those with at least two months of cash
reserves.

To learn more about the relationship between
underwriting flexibility and payment performance,
MGIC also reviewed its claim rate experience on all
loans (including those not originated under affordable
home lending programs) it had insured on properties
in the Midwest region from 1985 through 1990,
MGIC found that claim rates are substantially higher
when several criteria that qualify borrowers  are
jointly cased in order to qualify an applicant for
credit, a practice referred to as layering of underwrit-
ing flexibilities.

GE  Capital Mortgage Insurance Corporation
(GEMICO) reports a delinquency experience with
loans made under affordable home loan programs
that it has insured that is similar to MGIC’s experi-
ence. Like MGIC, GEMICO investigated the results
of allowing borrowers to qualify for credit with lay-
ered flexibilitics. The baseline for comparison was
the delinquency rate for all GEMICO-insured loans
written under affordable home lending programs that
have a loan-to-value ratio of at lcast 95 percent and
that were originated over the 1992-94 period (labeled
10O percent in chart 2). Loan performance was
measured at the end of 1995, As illustrated, when
underwriting flexibilities were layered to qualify an
applicaat for credit, payment performance deterio-
rated markedly. For example, for those loans in which
borrowers’ cash reserves covered less than one month
of mortgage payments (the customary minimum is
two months), the delinquency rate was 32 percent
higher than the baseline rate. Among these low-cash-
reserve loans, delinquency rates soared to ncarly
2.5 times the baseline rate when the seller contrib-
uted some of the funds needed to meet down-payment
or closing cost requircments.

The GEMICO analysis found that delinquency
rates on loans extended to borrowers with “good”
credit histories have been lower than the bascline.
Conversely, delinquency rates have been particularly
high among loans in which the borrowers had mar-
ginal credit histories, high ratios of debt payment (o
income, and no cash reserves.

36. A subsequent study updated this analysis 1o cover loans origi-
nated from 1986 through 1991 (Larry Pierschalski, “Guarding Against
Risk,” Mortgage Banking, June 1996, pp. 38 45),
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A third large mortgage insurance company, United
Guaranty Corporation, reports that among the loans it
insures, delinquency rates on loans from affordable
home lending programs (ol various types) cxceed
those on traditionally underwritten loans with the
same  loan-to-value ratio and ycar of origination
(chart 3).%7 Among the affordable home loans that it

37. Like the other PMI companies, United Guaranty also reports
that loans underwtitlen vsing multiple flexibititics have substantially
higher delinquency rates than other loans.

2 Blteet on the pedormance ol mornpapes origmated under
combined o qualify the borrower, by risk factor

has insured, those extended under the 3/2 option
program have the highest delinquency rate. Like the
other PMI companies, United Guaranty also indicates
that it is too soon to determine whether the elevated
delinquency rates on loans originated under afford-
able home lending programs will ultimately result in
elevated claim rates and higher losses.

The PMI industry has generally not attempled to
explicitly price the portion of the risk on loans made
under affordable home lending programs that exceeds
the risk on standard loans with the same loan-to-

alfordable home Toan programs when miderwiiting Hesibilities are

Relative dehnyuency rate
Credit history
. with high - - 4.0

housing debt
andno - 135
reserves
‘ - 30

. with high

housing debt 25

20

10
) \ ? / 05
Good Marginal | N
Sclfer contribution (percent)

- 40
. with marginal - 35

credit
‘ - 3.0
- - 25
2.0
- 15
[ ] \ / Lo
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| Less than | Atleast 3 |
Cash reserves (months)

- 40
. with seller - 35

contribution
‘ - 3.0
= 25
2.0
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L1

At least 3
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Less than 1

Relative delinguency rate

Total debt (payment as percent of income)

- 4.0
,,,,, ) - 35
.. with seller
contribution . _ 3
and no
. with seller feserves . - 25
contribution ‘
o * - 20
- - 1.5
7 \ / 1.0
- Less ? -{).5
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Housing debt (payment as percent of income)
- S 40
. with seller
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and no
- . . with seller '“eivc’“ oA
B cnmnbllllon - 25
- 20

A Nt ~os

than 34 More than 38

L —

Note. The delinquency rates are those relative to the average rate, set
to 1, for a reference group of mortgages. The reference group consists of
all mortgages insured by GE Capital and originated under affordable
home loan programs during the 1992-94 period with loan-to-value ratios
of at least 95 percent.

Delinquent loans are those on which a scheduled payment was 60 to
90 days past due at the end of 1995,

Cash reserves is the amount of ready cash that the borrower will have
available, after purchasing the home, to cover monthly debt payments,
real estate taxes, and homeowner’s insurance premiums should the
borrower’s income be interrupted.

Seller contribution is the amount of money provided by the seller to
cover the borrower’s obligations at the time of loan origination,
expressed as a percentage of the toan amount.

Credit history; “Good” refers to horrowers who, at the time of joan
origination, had no debt payments overdue sixty or more days, no
multiple thirty-day delinquencices, and no outstanding judgments or
collections. “Marginal” refers to ail other borrowers,

Source. GE Capital Mortgage Corporation.
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3. Relative delinquency rates of selected, privately insured,
affordable home moitgages, by year ol origination and
type of loan

Relative delinquency rate

95% LIV
with 97% LTV
3/2 option
— — 4
— — 3
Affordable B
95% 1.TV
— — 2
S [ J ; N -
1992 1993 1994 1995

Notr, The delinguency rates shown are those welative o the rate on standand
95 percent Joan-to-value (1Y) satio Joans, 1oy which the rate was set to ).

Delinguencies are payinents reported by lenders as bemg at least thaty diays
past due.

In thus chaet, the attordable foan category comprises loans designated by thie
tender as affordable home loans, loans sold to o state or local housmyg finance
ageney, and 97 pereent loan-to value vato loans, To loans with the 3/2 option,
the borrower made a3 percent down payment and o thud parly supplied o
2 pereent down payment,

Sourer. United Guaranty Residental [nsuyance Co,

value ratio.®® But anticipating that greater lender flex-
ibility on such toans would entail some additional
risk, insurers have employed various techniques to
mitigate credit risk, such as requiring that borrowers
receive some form of homebuyer education. lnsurers
are now instructing lenders fo tighten their proce-
dures, emphasizing that they should use the flexibili-
ties in the underwriting guidelines judiciously and
that layering risk factors (o qualily applicants for
credit is inappropriate unless the applicants have
olfsetting strengths. Insurers have further eimphasized
to underwriters that borrowers with marginal credit
histories also are at greater risk ol delault;® insurers
therefore have tried to clarify for lenders the circun-
stances under which applicants with marginal credit
historics would be considered creditworthy. 'The PMI
companies have expressed conlidence that tightening
procedures, along with improved homebuyer educa-
tion programs and enhanced servicing, will reduce

38, Recently, however, United Guaranty announced that 1t will
raise the insurance premwm for its 95 pereent loan to-value ratio
loans in which 2 percentage points of the funds are provided by a third
party (that 15, 3/2 option loans); the premium will tise to the level
required ot 97 percent loan-to-value ratio loans, which have exhibued
clevated delinguency rates comparable to those on A/2 option loans,

19, An analysis of delinquent loans made under aftordable home
loan programs insured by United Guaranty found, for example, that
53 percent have one or more major credit payment probicins listed i
then credit burcau reports.,

the risks of offering flexible underwriting standards
o levels more in line with their current pricing
structure

wxperiences of Primary-Market Lending
Institutions

While sccondary-market institutions and the PMI
companics have had quite similar expericnees with
affordable home lending, individual banks and sav-
ings mstitutions that originate mortgages report much
more varied experiences with such loans. The pro-
grams of the depository institutions vary greatly in
their target populations and details of operation. Insti-
tutions also differ in their loan servicing practices,
which may affect the proportion of loans that move
from inttial delinquency into more scrious delin-
quency and ftoreclosure. Consequently, generulizing
about the experiences with loans made under afford-
able home loan programs by the large number of
individual creditors that offer them is difficult.
Morcover, assessing the performance of affordable
home loan portfolios is often complicated or pre-
cluded by a lack of adequate performance data on the
loans. Most are relatively new and Tocused on rela-
tively small geographic arcas. Equally important,
without information on the performance of tradition-
ally underwritten loans that were originated, for
example, during the same time period and within the
same geographic area, the effect of individual under-
writing flexibilities cannot be established.
Information from individual lenders reveals the
varied nature of their experiences. NatWest, a large
bank in the Middle Atlantic region, found that the
delinquency rate was roughly 25 percent lower for
the loans 1t made under affordable home lending
programs than for its conventional loans made over
the same period and in the same wrea; the bank
attributes this record in part to enhanced counseling
elforts. Bank of America also reports a 25 pereent

40. Homcebuyer cducation programs have vatied considerably,
tanging from the radimentary to a series of in-depth classes. Industry
representatives continte to believe that a well-designed program can
significantly help borrowers prepare tor the responsibilities ol homie
ownuiship  (“Attordable Hlousing -An Interview With MGIC's
Gordon H. Steinbach” Creative Interfaces, Chevy Chase, Md.,
March- April 1996, p. 2).

[n fine with that objective, Fannie Mac has organized the American
Homeowner tducation and Counseling lastitute, whose purpose is to
help enbage the pool of first-time homebuyers thiough the develop-
ment of u high-quality, standardized education and counseling pro
grant, The institute is bemg financed initially by Fannie Mae, Freddie
Mae, and several fenders and industry associations (Hdward Kulkosky,
“Fannie [nstitute’s Goal: Informing Both Lenders and Potential Bor
towers,” Aperican Banker; Tune 5, 1996, p. 8).
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lower delinquency rate tor its affordable home loans
relative 1o its traditionally underwritten loans., They
attribute this relatively favorable performance to the
careful application of underwriting {lexibilities based
on their many years of experience with affordable
home lending.

In coatrast, other banks have found that detin-
quency rates on loans extended under affordable
home programs have exceeded those on traditionally
underwritten loans having comparable loan-to-value
ratios. Moreover, like the sccondary-niarket institu-
tions, these banks have had higher delinquency rates
on loans involving multiple tlexibilities.

Participants  in the NeighborWorks  network-—
regional lending consortiums organized by the Neigh-
borhood Reinvestment Corporation (NRC)—have
also had a varicty of cxperiences with the loans they
have originated under atfordable home lending pro-
grams. For some NeighborWorks programs, the rate
for delinquencics lasting sixty days or longer is close
to or below the industry average, while the rate is
higher for other NeighborWorks programs. NRC
views homebuycr education, both prepurchase and
postpurchase, to be an essentiafl element of successtul
affordable home lending programs.*!

Geographic Concentration of Defaually

Not addressed in most analyses of atfordable home
lending programs is the question of whether delin-
quencies and defaults of loans in such programs tend
1o be geographically concentrated. Many alfordable
lending programs target specific neighborhoods or
involve criteria that tend to focus the geographic
reach of these programs. Consequently, the porttolio
of affordable home program loans would tend to be
less geographically diverse than the portfolio of tradi-
tionally underwritten loans. From a social perspec-
tive, this issue may be important because geographic
concentrations of foreclosed properties can have
adverse cffects on neighborhood stability. 42

41. George Knight and Catherine A, Smith, “Death Knell or False
Alarm? Assessing the Risks in Lending,” Stone Soup, Fall 1995,
pp. 4-71.

42. Concern about the adverse neighborhood consequences of geo-
graphic concentrations of defaults in the FHA lending program are
longstanding. Historically, the economic deterioration of many inner-
city neighborhoods has been linked 1o the level of FHA lending in
these comnmunities and the relatively high rate ol foreclosure and
property abandonment associated with this lending program. Sce
Calvin Bradford and Amnc B. Schlay, “Assessing a Can Opener:
Heonomic Theory’s Failure to Explain Discrimination in FHA Lend-
ing Markets,”” CityScape, US. Department of Housing and Urban
Developnient, March 1996, pp. 77 88.

Little is known about the degree of geographic
concentration of defaults in affordable lending pro-
grams. One recent study, however, has investigated
this issue using information from a single lender on
the performance of loans underwritten under an
affordable home loan program in Philadelphia.* The
study found that more than two-thirds of the loans
that were delinquent at least ninety days were located
in Census tracts where only one-third of the bank’s
affordable home loans had been extended. 'The
study’s preliminary analysts suggests that geographic
factors, such as area unemployment rates, are impor-
tant in predicting these delinquencies. In addition,
the borrower’s credit history, as summarized by a
credit history score, is also a strong predictor of loan
delinquency. Two factors may have mitigated the
adverse eftects of concentration: Tracts with high
delinquency rates are dispersed across the city, and
the lender typically works with seriously delinquent
borrowers, providing a period of forbearance to help
them resume payments and avoid foreclosure.

SUMMARY

To measure credit risk, lenders gather information
about prospective borrowers and the collateral they
olfer and then assess this information in light of
experience gained from cextending credit in the past.
Historically, lenders have relied heavily on the sub-
jective judgment of underwriters in assessing credit
risk.

To facilitate the underwriting process, reduce costs,
and promote consistency, lenders have brought credit
scoring into the process. In some uses, credit scores
are based exclusively on credit bureau records and, as
such, provide a summary measure of the relative
credit risk posed by individuals with differing credit
histories. In other uses, credit scores are based on a
wider range of information and are used to evaluate
the overall credit risk posed by an applicant, provid-
ing a summary measure that lenders can use to gauge
the aceeptability of an application.

The data consistently show that credit scores are
useful in gauging the relative levels of risk posed
by both prospective mortgage borrowers and those
with existing mortgages. Although the absolute Ievels
of delinquency and detault are low in all score

43. Sce Paul S, Calem and Susan M. Wachter, “Performance of
Mortgages in o Community Reinvestment Portfolio: Implications for
Hlexible Lending Initiatives,” paper presented at the American Real
Estate and Urban Economics Association meetings, San Francisco,
Tanuary 1996.
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categories, the proportion ol problem loans increases
as eredit scores decrcase. That relutionship puts the
focus of business concern on the prospective and
existing borrowers with low scores because even
small increases in the rate of default may mean the
difference between profit and loss.

Analysis of the distribution of borrowers across
credit history score ranges suggests that most house-
holds have relatively high scores, regardless of the
incore or home value characteristics of the arcas in
which they reside. However, relatively more of those
who reside in lower-income locations or in locations
with lower home values have lower scores.

For many institutions in the mortgage market,
evaluating and managing the risks of lending to non-

traditional borrowers and the risks of allowing greater

flexibility in underwriting are relatively new experi-
ences. Carefully evaluating the experiences to date
provides important insights.

Available information suggests that most borrow-
ers with loans made under affordable home loan

programs have madce their payments on time. Prob-
lems to date appear o have been concentrated among
loans in which underwriting flexibilitics have been
layered and loans in which third-party down-payment
assistance has been allowed.

Lenders and mortgage insurers have responded by
tightening their procedures, emphasizing o under-
writers that the flexibilities provided in underwriting
guidelines need to be used judiciously and that appro-
priate compensating factors are needed to offset the
risks associated with lending  outside  traditional
guidelines. Market participants generally agree that,
to be viable, atfordable home lending programs must
be accompanied by effective risk mitigation activi-
tics, including homebuyer cducation programs and
enhanced loan servicing. Affordable lending pro-
grams are evolving and, as experience is gained,
lenders are likely to find ways to expand homebuying
opportunities without accepting undue risks, I



Industrial Production and Capacity Utilization
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Industrial production advanced 0.7 percent in May,
as it had in April. A portion of the increase reflected
a spurt in electricity generation related to the unusual
weather in May. Excluding the 3 percent gain in
utilities production, the index of industrial produc-
tion rose 0.5 percent, led by sizable gains in busi-
ness cquipment and durable goods materials. At
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125.3 pereent of its 1987 average, total industrial
production was 3.2 percent higher than it was in
May [995. Industrial capacity utilization rose 0.3 per-
centage point in May, to 83.2 pereent.

When analyzed by market group, the data show
that the output of consumer goods rose (1.4 pereent in
May largely because of the jump in residential clec-
tricity sales. The production of automotive products,
which had rebounded 1.8 percent in April from a

Twelve: month percent change

Manufactuting
5
-+
- 0
5
S U [ U I R B
— 10
Durable
| manufacturing 1 5
I
Noudurable B
manufacturing
-1 5
JUUS U E SR I IR SR
1990 1991 1992 1993 1994 1995 1996

Ratio scale, 1987 production . 100

- Manulacturing ’M 140
/ — 120
— ) —1 100
Production
80
N Nl U S Y Sy Y O S N PR I
Percent of capucity
Manulacturing
B Utilization B
80
70
Y Iy Y Y U Ay T N S S B
1982 1984 1986 1988 1990 1992 1994 1996



650 Federal Reserve Bulletin [ July 1996

Industrial production and capacity utilization, May [996

Category 1996
Feb.r ’ Mur.! ‘ Apr.!
Total ... ... 124.2 123.6 124.4
Previous estimate ..o . 1239 123.4 1245
Muajor market groups
Products, total® ... ..o 0 120.7 120.0 120.9
Consumer goods ... 116.0 H15.3 ol
Business equipment ... 164.8 163.0 166.4
Construction supplies ............... 1093 O 0.4
Materials. ..o 129.4 129.2 129.%8
Muajor industey groups
Munufacturing .. .o oo oo 120.2 125.2 126.5
Durable ......... 137.5 135.7 138.6
Nondurable .. .. 1138 3.6 1132
Mining ............ 98.0 1011 99.8
Utilities ........... 120.6 127.9 125.6
Average, Low, High,
1967 9§ 1982 1988 89
Total ... 82.1 1.8 84.9
Previous estimate ..o
Manufacturing . 81.4 70.0 85.2
Advanced processing . R(0.7 71.4 83.5
Primary processing ... 8.0 60.8 89.0
Mining ........... . e e 87.4 8.6 86.5
Utilities oo 86.9 76.2 92.6

[ndustrial production, index, 1987 = 1060

Percentage change
1996! May 1995
to
’ Mayr Feb.t ‘ Mar.* ’ Apr ‘ May? May 1996
125.3 1.3 -5 7 7 3.2
1.2 -5 9
121.0 1.8 -0 8 .6 34
116.5 1.7 -1 i 4 2.1
167.7 27 -1 2.1 8 8.7
110.7 1.9 1.6 -6 3 3.9
131.0 7 -2 5 9 29
127.2 1.4 -8 1. 5 33
139.7 1.9 -1.3 22 8 0.6
113.4 7 -2 -4 2 -4
99.8 9 32 1.3 0 -7
129.4 8 1.1 - 1.8 kA 0.0
A T s Mimo
Capacity utilization, percent Capaity,
per-
1995 ( 1996 centage
) change,
- : May 1995
; ar ! - av D o
May Feb.r ’ Mar. l Apr.* ’ May? May 1996
83.7 83.3 82.6 82.9 83.2 39
83.1 82.5 83.0
B2.8 82.3 813 81.9 §2.0 4.3
8(0.8 8l.1 79.6 80.5 K06 5.1
R7.8 84.9 85.2 85.0 85.2 2.0
89.7 87.6 90 4 89.2 89.2 -1
90.6 93.1 93.9 92.1 94.8 1.3

Noi1g, Data seasonally adjusted o caleulated frome seasonally  adjusted
monthly data.
I. Change from preceding month.

strike-induced drop, moved up another (0.6 percent in
May. After all the recent volatility, the index for
automotive products in April and May was in the
upper end of the range that has prevailed during the
past two years. The production index for other dura-
ble consumer goods has changed little in the past two
months and approximately equaled its average level
in both 1994 and 1995. The output of consumer
nondurable goods, which dropped 0.6 percent in
April, advanced 0.4 percent in May, reflecting the
surge in utility output for residential use; among
other consumer nondurables, production was flat
overall and has changed little since last summer.

The index for business equipment climbed ().8 per-
cent. The production of computer and office cquip-
ment continued to advance strongly; the gain over the
past twelve months totaled nearly 40 percent. The
output of industrial equipment turned up after having
eased for two months. The index for transit equip-
ment fell 0.8 percent as truck production fell back,

2. Contains components in addition to those shown,
r Revised.
p Preliminary.

The production of farm and service industry equip-
ment declined as well.

The output of construction supplies advanced
0.3 percent. So far this year, this sector has extended
the recovery that began last fall. In the past three
months average output was 1.5 percent higher than in
the fourth quarter. The production of materials
increased (.9 percent in May after a gain of 0.5 per-
cent in April. The strength was evident in durable
goods materials, particularly semiconductors, com-
puter parts, miscellaneous plastics materials, and
parts used to make motor vehicles. The output of
nondurable goods materials increased 0.2 percent.
The production of energy materials rebounded
1.3 percent, with the gain centered in electricity gen-
eration and coal mining.

When analyzed by industry group, the data show
that manufacturing output advanced 0.5 percent after
a gain of 1.1 percent in April. The strength continued
to be centered in durable manufacturing, which



climbed 0.8 percent. Production increased 1 pereent
or more for computers, furniture, and clectrical
machinery. The output of nondurables rose 0.2 per-
cent but remained nearly | percent lower than a yeuar
ago. The output of paper and products, which had
fallen sharply in the second halt of 1995 and early
this year, has improved a bit in recent months. Pro-
duction of textiles and rubber and plastics products
rebounded from a sharp decline in April. Production
in mining did pot change, and the output at utilitics
Jumped 3.1 percent.

The factory operating rate edged up 0.1 percentage
point, to 82.0 percent, the same level as in the fourth
quarter. The utilization rate in advanced-processing
industries is close to its 1967 95 average, while the
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rate in the primary-processing grouping, at 85.2 per-
cent, is 2%2 percentage points above its long-run
average. Among primary-processing industries, utili-
ration rates remain on the high side for lumber and
products, primary metals and fabricated metal prod-
ucts, petrofeum refining, and rubber and plastics
products; rates are below average tor paper and tex-
tile will products. In mining, the utilization rate
remained at 89.2 percent, with gains in coal mining
and oil and gas well drilling and declines a0 other
categories. The operating rate for utifities rose
2.7 percentage points, to 94.8 percent. The clectric
utility industry operated at a high level on a season-
ally adjusted basis; generation has grown more than
generating capacity in recent years. [



Statement to the Congress

Statement by Janet L. Yellen, Member, Board of Gov-
ernors of the Federal Reserve System, before the

Committee on Small Business of the US. House of

Representatives, May [, 1996

I am pleased to be here today to discuss the environ-

ment for small business financing and the role of

banks in providing credit to small firms.

Small businesses are a vital part of our ecconomy.
They play a key role in the generation of jobs, new
ideas, and the preservation of the entrepreneurial
spirit; no one would question the contribution that a
thriving small business sector makes to the well-
being of our nation. It is therefore appropriate that
small businesses hold a special place in the consider-
ations of policymakers at all levels of government.

The Federal Reserve Board has devoted consider-
able effort to building our knowledge of the charac-
teristics of small businesses and their use of financial
services. As the committee is aware, we have recently
completed our second National Survey of Small Busi-
ness Finances; Board staff are now processing the
results of extensive interviews with more than 5,000

small business owners around the country, Some of

the carly lindings from the survey were published in
the July 1995 Federal Reserve Bulletin, and we will
continue to analyze and report on the data as they
become available. [ will refer to this and other survey
information in my remarks this morning.

CREDIT AVAILABILITY TODAY

As I developed my thoughts for this hearing, [ came
to appreciate how much more pleasant it is to report
on conditions in good times than in bad times. When
Chairman Greenspan appeared before this committee
in carly 1993, a tepid recovery from recession was
beginning to give way to more solid expansion. Bul
commercial banks were still struggling with severe
loan problems that had resulted from excessive opti-
mism in real estate and certain other loan markets in
the 1980s. Because of large loan losses, many deposi-
tory institutions had failed or been merged. Although
there were signs in 1993 that banks were on the
mend, credit conditions generally remained quite

tight. The sting of the “credit crunch™ was still a
fresh memory in the minds ol borrowers and lenders,
not to mention policymakers.

Out of concern that exaggerated lending restraint
might have been fostered by regulatory and legisla-
tive reactions to the numerous probtems in the indus-
try, the regulatory agencies undertook an extensive
review of their policies and practices. This review
produced a number of measures aimed at removing
impediments that might stand in the way of lending
to creditworthy borrowers. Former Federal Reserve
Governor John LaWare, in testimony two years ago,
highlighted for this committce many of these
changes.

Since then, the agencics have continued their
cfforts to reduce the burden of regulation and to
ensure that examiners evaluate bank lending in a
consistent, prudent, and balanced manner.

I think we would all agree that the financial envi-
ronment today is markedly improved from that of
1993. Although undoubtedly there remain pockets of
weakness and problems for individual small busi-
nesses, a wide array of statistical indicators suggest
that access to bank credit has cased appreciably for
all  businesscs. Business loans at banks have
expanded rapidly since 1993. Indeed, the volume of
commercial and industrial loans at banks grew
strongly in 1994 and then last year registered its
largest percentage increase in more than a decade
(13 percent).

Small businesses have participated in this expan-
sion. Data collected from banks in their June Call
Reports reveal that small comumercial loans (defined
as loans of $1 million or less and including thosc
secured by commercial real estate) increcased more
than 7 percent between June 1994 and June 1995,
Roughly one-third of the growth in small loans over
that period occurred at 7,000 mostly small and re-
gional banks whose business loan portfolios com-
prisc only small loans.

A good portion of the expansion, however, was
at large banks (those with assets of $5 billion or
more). Part of the growth at large banks reflected the
effect of bank mergers that moved more banking
assets into the largest size categories. Nonctheless,
even after adjusting for these transactions, large insti-
tutions expanded their lending to small firms an esti-



mated 4 percent. We sometimes {forget that large
banks account for an important share of loans to
small businesses, even though such loans may be
only a small fraction of a large institution’s total
assets.

The pickup in business loan growth has been, in
important part, a demand-related phenomenon. As
the economy has grown, business needs for financing
have expanded as well.

But the willingness of banks to supply credit also
has been on the upswing. Continued improvements in
bank profits, healthy capital positions, and low delin-
quency rates on business loans have encouraged
banks to compete aggressively for business custom-
ers, The Federal Reserve conducts quarterly surveys
of senior loan officers at sixty large banks around the
country. For ten consecutive quarters since mid-1993
until the end ol last year, these banks, on net, reported
casing the terms and standards applied to business
loans for all sizes of borrowers. Respondent banks
last year attributed their casing primarily to increased
competition from other banks and, to a lesser extent,
from nonbank lenders. This casing has shown up in
surveys of lending terns: For example, the spread
between rates on business loans and market imterest
rates [cll last year for loans ol all sizes.

Perhaps the most telling evidence of improved
financing opportunitics are reports from small busi-
nesses themselves. Small and midsized firms sur-
veyed by the National Federation of Independent
Businesses (NEFIB) had reported that “interest rates
and {inancing” were among their most pressing prob-
lems in the carly 1990s. However, only a small
percentage of firms cited this as a concern in recent
surveys. In addition, the net percentage ol NFIB
respondents reporting that credit was more difficult to
obtain dropped appreciably from peaks in 1990 and
{991 and has fluctuated around low levels over the
past year. The NFIB surveys have been consistent
with reports heard at the Federal Reserve. For exam-
ple, the Federal Reserve District Banks meet periodi-
cally with representatives {rom the small business
and agricultural sectors; representatives at these
mectings gencrally have been quite positive with
regard to credit availability.

[t would appear from our latest quarterly surveys
of banks that the trend toward casing standards for
business loans has come to an cend, but there is
no sign of reversal, and banks, on balance, remain
accommodative to business credit demands. Given
prospects for moderate growth in economic activity
and the healthy position ol banks, the outlook for
bank lending (o small businesses continues o be
favorable.

While we are pleased with the improvements in
credit availability, it would be foolish to assume that
no problem arcas exist or that small businesses are no
longer vulnerable to changes in the financial environ-
ment., The small business community is diverse.
Many businesses are quite small without the operat-
ing history or assets that make them good credit risks.
Start-up businesses may have high growth potential
but little equity. Because most small businesses have
no access to public debt markets and equity markets,
they are likely (o be especially sensitive to develop-
ments that aflect institutional lenders and local eredit
markets.

As we consider the potential problems that small
businesses may face down the road, we would like to
know more about their sources of credit. Our survey
of small businesses provides some usetul insights in
this regard.

SOURCES OF SMALI, BUSINESS CREDIT:
SURVLEY EVIDENCE

In our 1993 survey, 84 percent of small and mediuni-
sized businesses identificd a commercial bank as
their primary {inancial institution. Banks were used
more often than any other type of supplier. Most
small firms used checking services at banks, and
commercial banks are used twice as often as any
other source for lines of credit, loans, or leasces.

Most small businesses used a commercial bank
located close to the firm—indeed, about 85 percent of
all suppliers of financial services to small businesses
were located within thirty miles, and about half of the
depository institutions were within two miles.

About one-third of small firms also used nonde-
pository institutions for financial services, and 20 per-
cent had some loan from a nondepository source. The
most common loans from these sources are vehicle
loans and capital leases. Such loans are generally
secured by tangible assets and often supplied by the
captive finance companies ol manufacturers of auto-
mobiles and other equipment. In contrast, small busi-
nesses rarcly obtain unsecured loans or lines of credit
from nondepository institutions. Slightly fewer than
[0 percent had loans from family and friends.

The survey indicates that the usce ol nonbank
sources increases with firm size. In particular, very
small firms rarely used nondepository  sources,
whereas about 40 percent of firms with fifty or more
cmployces used nondepository sources.

Overall, the survey contirms that banks, especially
local institutions. continue to play a major role in
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small business finance. The relationship between
banks and small businesses involves a wide range of
services supplied by the bank.

LOOKING AHEAD: BANKS AND SMALL
BUSINESS LENDING

Looking ahead, there are a number of developments
in banking markets that may be significant for small
business borrowers. Perhaps the most prominent is
the ongoing consolidation of the banking industry.
Some fear that this trend may impede the flow of
credit to small businesses and disrupt the relation-
ships that many small businesses have with their
focal banks. This issue deserves careful attention, and
I think it worthwhile to offer a few thoughts on the
subject this morning.

First, it is important that we put the trend in merger
activity in perspective. In the past ten years, the U.S.
banking structure has undergone extensive change as
banks have adjusted to the removal of long-standing
restrictions on interstate banking and have responded
to technological change and growing international
competition. One result has been a sharp decline in
the number of banking institutions—{rom more than
14,000 in 1985 to near 10,000 in 1995, Part of this
decline was a result of bank failures: Nearly 1,200
banks were forced to close, and many weak institu-
tions were merged.

Despite the decline in the number of banks, the
number of banking offices and branches has risen
sharply. (Banking oftices jumped from 53,000 in
1980 to 65,000 in 1995.) There appears to have been
no reduction in the availability of banking offices
serving the public.

Moreover, analyses of banking markets over the
years have provided little support for the notion that
when large banks enter a market, they drive out the
smaller banks. Rather, small banks have been, and
continug to be, able to retain market shares and
operate profitably in competition with larger banks,
Our statt studies have shown that smaller banks typi-
cally perform as well as or better than their larger
counterpart, even in markets dominated by large
institutions.

This makes it hard to accept the notion that profit-
able lending opportunities in our local communities
will be unmet. I the local bank is making profitable
small business loans, it seems logical that its acquirer
would continue to make those loans. Should large
banks find it is too costly to cstablish a lending
presence in small business markets- —perhaps be-
cause it is inefficient for large, remote institutions to

maintain close working relationships with small
customers—then other small banks in the arca will be
positioned to fill the gap. Consistent with this view,
there were reports that community banks were
eagerly looking to increase their market shares after
some of the larger bank mergers last year.

Although some banking relationships inevitably
will be disturbed when ownership and management
change, we would expect these effects to be short-
lived.

I offer these generalizations with caution. The Fed-
cral Reserve takes very seriously its responsibility for
evaluating the possible impact of bank mergers on
local markets. We have tound that each assessment
must be done on a case-by-case and market-by-
market basis. To this end, we devote considerable
resources to assessing competitive impacts, Commu-
nity Reinvestment Act concerns, and a variety of
other factors. We will be watching closely for evi-
dence that small businesses are being disadvantaged
by bank mergers.

OTHER DEVELOPMENTS

A number of other changes in the credit markets
seemingly bode well for small business financing,
including the efforts of large institutions to meet
community development concerns and enhance their
presence in local markets. Recently, large West Coast
banks have announced programs that would channel
billions of dollars into small business lending. Some
of these programs reportedly have been structured to
streamline the application process and make it casier
for small businesses to obtain loan approval on a
timely basis.

In addition, new technologics and information
flows are providing opportunitics for banks and other
lenders to more efficiently evaluate loan risks. One
technique that is rapidly gaining acceptance is credit
scoring. Credit scoring is a statistical procedure that
provides an estimate of default probability for indi-
vidual loans, based on borrower and loan character-
istics. The development of credit scoring models
requires that lenders have access to a large amount of
historical information on the performance of loans
with similar characteristics. [t inevitably will take
time to develop databases of small business loans,
given the diverse characteristics of the millions of
small borrowers. But once developed, credit scoring
and loan standardization may offer significant cost
advantages for cvaluating the risks associated with
lending. Many large banks already have begun to
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probe the possibilities of credit scoring techniques for
small business markets.

As credit scoring and loan standardization become
more commonplace, we may well see growth in the
amount of small business loan securitization. To date
that growth has been hampered by the huge diversity
among small business borrowers and the difficulty in
accurately assessing the riskiness ol pools of non-
standard small business loans. In contrast, the bulk of
loans that are backed by the Small Business Adminis-
tration (SBA) have been more casily securitized
because they are kuown to be low risk by virtue of
their guarantee. The ability to sccuritize non-SBA
loans would increase the liguidity of small business
lending and provide banks and other lenders with
additional sources of funding. We anticipate that the
cost savings generated through these new processes
will be passed on, at least in part, to small business
customers.

Clearly not all small business loans are going to be
appropriate candidates for securitization, and not all
banks will wish to adopt complex statistical models
for managing risks. There will continue to be a mar-
ket for nonstandard small business lending and a role
for regional and comumunity banks. Of course, we
should also expect that small businesses that do not
casily fit the standard models will not share in the
cost savings that credit scoring will provide.

The agencies also have worked to improve the
liquidity of small business loans by refining the risk-
based capital standards for those loans sold with
recourse. In response to section 208 of the Ricgle
Community Development and Regulatory Iniprove-
nient Act of 1994, the agencies lowered the capital
requirement for small business loans that are trans-
ferred with recourse by well-capitalized banking
organizations. This change should facilitate the secu-
ritization of small business loans, while at the same
time ensuring that qualilying banks hold adequate
capital.

The banking agencies are mindful of the fact that
loans to small businesses are vulnerable to regulatory
burden as well. Spreading fixed regulatory compli-
ance costs over small balances can make such loans
more costly to originate than large loans. Thus, the
agencics took great care to avoid unnecessary costs
when we implemented safety and soundness stan-
dards pursuant to section 132 of the Federal Deposit
[nsurance Corporation Improvement Act ol 1991,
That law directed the agencies to provide safety and
soundness standards for, among other things, loan
documentation and credit underwriting. Rather than
prescribing detailed and costly requirements on what
should be contained in a file for a small business
loan, the standards establish goals for the documenta-
tion, leaving the specific methods for achieving those
goals to cach institution.

SUMMARY

Let me conclude by saying that I am optimistic about
the outlook for small business credit availability. We
have emerged from the credit crunch into a much
sounder financing environment and a well-batanced
cconomic expansion. Bank balance sheets are vastly
improved. Morcover, many of the new developments
in banking point to more efficient risk management
techniques that could lower costs of small business
lending. At the same time, many of our large banks
have become quite actively involved in small busi-
ness and community development programs.

Our conversations with bankers and small business
groups suggest that bank regulatory issues are not the
pressing concern today that they were a lew years
carlier. Nonetheless, we, as regulators, will continue
to review our rules and procedures to ensure that
unncceessary burdens do not hinder banks™ willing-
ness to lend to creditworthy small businesses. L
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Announcements

MEETING OF THI. CONSUMER ADVISORY
COUNCIL

The Federal Reserve Board announced on May 31,
1996, that the Consumer Advisory Council would
meet in a session open o the public on June 27, 1996.
The council’s function is to advise the Board on the
excercise of the Board’s responsibilitics under the
Consumer Credit Protection Act and on other matters
on which the Board sceks its advice.

REGUIATION K: FINAL RULE

The Federal Rescrve Board announced on May 9,
1996, a final rulc amending provisions of Regula-
tion K (International Banking Operations) regarding
interstate banking operations of foreign banking orga-
nizations. The final rule was effective immediately.

The Riegle—Neal Interstate Banking and Branching
Efticiency Act ol 1994 removed geographic restric-
tions on interstate banking by foreign banks ctfective
September 29, 1995, and requires that certain foreign
banks without U.S. deposit-taking oftices select a
home state for the first time.

The final rule requires that these forcign banks
select a home state by June 30, 1996, and removes
outdated restrictions on certain mergers by U.S. bank
subsidiaries of forcign banks outside the home state
of a forcign bank. Obsolete and superseded provi-
sions of Regulation K concerning home state selec-
tion were also deleted.

APPROVAL OF A JOINT AGENCY POLICY
STATEMENT ON MANAGING INTEREST RATE
RISK

The Federal Reserve Board on May 23, 1996,
approved a joint agency policy statement providing
guidance 1o banks on sound practices to be followed
for managing interest rate risk.

The policy statement emphasizes the importance of

adequate oversight by a bank’s board of directors and
senior management and of a sound risk management
process.

The preamble states that the agencies have elected
not to pursue a standardized measurement framework
previously issued for comment in August 1995, This
decision retlects concerns about the burden, accuracy,
and complexity of a standardized measure and recog-
nition that industry techniques for measuring interest
rate risk are continuing to evolve.

The joint policy statement had carlicr been
approved by the Federal Deposit Insurance Corpora-
tion and the Comptroller of the Currency for banks
under their jurisdiction.

The assessment of interest rate risk management
made by examiners in accordance with the joint
policy statement will be incorporated into a bank’s
overall risk management rating, Last ycar the Board
announced that Federal Reserve examiners will
assign a formal rating of the risk management profile
of state member banks and bank holding companics
and that this rating will be given significant weight in
determining the overall effectiveness of management.

ADOPTION OF A STATI—FEDERAL SUPERVISORY
PROTOCOL,

The Federal Reserve Board announced on May 22,
1996, the adoption of a state—federal supervisory
protocol tor the coordinated supervision of state-
chartered banking organizations that operate across
state lines.

The protocol, accompanied by a model agreement,
is designed to reduce regulatory burden and improve
the efliciency of bank examinations. It has also been
adopted by the Federal Deposit Insurance Corpora-
tion and the Conference of State Bank Supervisors,

The protocol is a statement of principles that pro-
vides for the appropriate federal regulator and state
supervisor to coordinate the supervision of interstate
banks to ensure safety and soundness, reduce burden,
and minimize duplication. One requirement, for
example, is Tor federal and state regulators to develop
a joint supervisory program lor cach state-chartered
interstate bank, including plans for upcoming exami-
nations. It also provides for conducting examinations
on either a joint or an alternate basis and for the
sharing of information among regulators.



The model agreement carries out provisions of the
protocol and would be signed by, for example, a
Federal Reserve Bank and state supervisors in a
particular Federal Reserve District.

PROPOSED ACTIONS

The Federal Reserve Board on May 16, 19906,
requested  cotmment on proposed revisions 1o its
Regulation 7 (Trath in Lending) to incorporale
changes made by the Truth in Lending Act Amend-
ments of 1995, Comments were  requested by
Junc 21, 1996.

The Board is also proposing to revise Regulation 7,
to establish new disclosure rules for debt cancellation
contracts that would be similar to the rules for credit
insurance.

The Federal Reserve Board on May 16, 1996,
requested public comment on clarilying and technical

amendments to its Regulation CC (Availability of

T'unds and Collection of Checks). In some cases the
amendments also reduce the compliance burden for
depository institutions. Cominents were requested by
July 19, 1996.

On May 22, 1990, the Federal Reserve Board
withdrew proposed amendments to its commentary
on Regulation DD (Truth in Savings) that were origi-
nally issued for public comment December 6. Based
on the approximately fifty conmments received and
on further analysis, the Board decided to withdraw
the proposal because of the narrow scope and added

regulatory burden of the guidance, The Board
belicves that the existing commentary provides suffi-
cient guidance.

AVAILABILITY OF A VIDEO 10O HELP LENDERS
10 TRIBAL GOVERNMENTS AND INDIVIDUALS
ON NATIVIC AMERICAN RIESERVATIONS

The Federal Reserve aunounced on May 17, 19906,
the availability of a video designed to help lenders
establish profitable relationships with tribal govern-
ments  and  individuals  on Native  Amcrican
reservations.,

The videotaped seminar, entitled “Lending in
Indian Country: Culture and l.egal Issues,” was
developed by the Tederal  Reserve Bank  of
Minneapolis. The five-part video and accompanying
guidebook explore cultural differences, land and title
issues, tribal powers, sovercign iimmunity, ibal
courts, collateral, remedies, and other issues of inter-
est 1o those secking 1o do business in Indian country.

It features Jim West, president ol West Ratelifl’ &
Company of Albuquerque, an expert on Native
American cconomic and business development, and
Mark Jarboe, partner with the law firm of Dorsey &
Whitney LLP of Minneapolis and chairman of its
Indian and Gaming Law Department,

The video tapes and guidebook are available
lor $135, which includes $10 shipping and handling,.
A brochure and order form are available from the
Federal Reserve Bank of Minncapolis at 1-800-553-
96506, ext. 6008, t



Minutes of the

Federal Open Market Committee Meeting

Held on March 26, 1996

A meeting of the Federal Open Market Committee

was held in the oflices of the Board of Governors ol

the Tederal Reserve System in Washitngton, D.C., on
Tuesday, March 20, 19906, at 8:00 a.m.

Present:
Mr. Greenspan, Chairman
Mr. McDonough, Vice Chairman
Mr. Boehne
Mr. Jordan
Mr. Kelley
Mr. Lindsey
Mr. Mc'Teer
Ms. Phillips
Mr. Stern
Ms. Yellen

Messrs. Broaddus, Guynu, Moskow, and Parry,
Alternate Menbers of the Federal Open Market
Commitlee

Messrs, Hoenig and Melzer, and Ms. Minchan,
Presidents of the Federal Reserve Banks of
Kansas City, St. Louis, and Boston respectively

Mr. Kohn, Secretary and Economist
Mur. Bernard, Deputy Secretary

Mr. Coyne, Assistant Sceretary

Mr. Gillum, Assistant Secretary

Mr. Mattingly, General Counsel

Mr. Baxter, Deputy General Counsel
Mr. Prell, FEconomist

Mr, Truman, Economist

Messrs. Lang, Mishkin, Promisel, Rolnick,
Rosenblum, Siegiman, Simpson, Sniderman, and
Stockton, Associate Liconomists

Mr. Fisher, Manager, System Open Market Account

Mr. Ettin, Deputy Director, Division of Rescarch and
Statistics, Board of Governors

Mr. Reinhart, Assistant Director, Division of
Monectary Allairs, Board of Governors

Ms. Low, Open Market Sceretariat Assistant,
Division of Monetary Aflairs, Board of
Governors

Mr. Stone, First Vice President, Federal Reserve
Bank of Philadelphia

Messrs. Davis, Dewald, Goodfriend, and Hunter,
Senior Vice Presidents, Federal Reserve Banks
of Kansas City, St. Louis, Richmond, and
Chicago respectively

Mr. Judd, Ms. Rosenbaum, and Mr. Rosengren,
Vice Presidents, Federal Reserve Banks of
San Francisco, Atlanta, and Boston respectively

Mr. Bentley, Assistant Vice President,

Federal Reserve Bank of New York

By unanimous vote, the minutes of the meeting of
the Federal Open Market Committee held on Janu-
ary 30--31, 1996, were approved.

The Manager of the Systemt Open Market Account
reported on developments in foreign exchange mar-
kets during the period January 31, 1996, through
March 25, 1996. There were no open market irans-
actions in forcign currencies for System account dur-
ing this period, and thus no vote was required of the
Committee.

The Manager also reported on developments in
domestic financial markets and on System open
market transactions in government sceurities and fed-
cral agency obligations during the period January 31,
1996, through March 25, 1996. By unanimous vote,
the Comumittee ratified these transactions,

The Committee then turned to a discussion of the
cconomic and financial outlook and the implementa-
tion of monetary policy over the intermeeting period
ahead. A summary of the cconomic and financial
information available at the time of the meeting and
of the Committee’s discussion is provided below,
followed by the domestic policy directive that was
approved by the Committee and issued to the Federal
Reserve Bank of New York.

Much of the information reviewed at this mecting
had been influenced to an uncertain degree by unusu-
ally severe winter weather, industrial strikes, and U.S.
government shutdowns. On balance, however, growth
of economic activity appeared to have picked up after
having slowed appreciably in late 1995, Growth in
consumer spending seemed o have resumed at a
moderate rate in the wake of January’s storms; busi-
ness spending on durable equipment was recording
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further healthy gains; and housing demand was show-
ing some signs of strengthening. With businesses
making considerable progress in getting their inven-
tories  under  control, industrial  production and
employment had rebounded briskly. The recent data
on prices gave little indication of any change in
underlying inflation trends.

A surge in nonfarm payroll employment in Febru-
ary considerably more than offset o large weather-
related drop in January. Very large job gains were
recorded in February in the construction, retail trade,
and services industries; however, some of these
increases reflected the reversal of the depressing
eflects of January’s severe winter storms and the
efforts of some firms to make up for associated
production losses. A small rise in manufacturing
cmployment in February only partially offset a fur-
ther loss of factory jobs in January. The civilian
unemployment rate fell to 5.5 percent in February.

Industrial production rose sharply in February,
more than offsetting a sizable decline in January. Part
of the net increase in output over the January—
February period reflected an upturn in aircraft pro-
duction after the scttlement of” a strike at a major
aircralt manufacturer. In addition, output of office
and computing machines continued to rise at a rapid
pace, and the production of other types of business
equipment picked up. Output of consumer goods
changed little on balance over the two-month period.
Manufacturing production expanded about in line
with capacity over the first two months of the year,
leaving the overall rate of utilization of manufactur-
ing capacity little changed.

Nominal retail sales increased briskly in February
after having registered little change in January. The
February spurt was paced by strong motor vehicle
purchases, but spending at general merchandise stores
and apparel outlets also was up considerably after a
weak performance in previous months. Sales at dura-
ble goods stores were less robust, rising only slightly
in February. Recent indicators of housing demand
and activity were gencerally favorable. Starts of both
single-family and multitamily units moved higher on
balance over January and February, and sales of new
homes increased appreciably in January (latest data
available). By contrast, sales ol existing homes
declined in January for a fourth consecutive month.

Business demand for durable cquipment appar-
ently remained fairly robust in carly 1996, laocoming
orders for computing equipment were particularly
strong in January, and shipments of such equipment
posted further healthy gains, With airline profits high
and new models of airplanes being introduced, orders
for aircraft had climbed rapidly over recent months,

Orders for other types of equipment also had picked
up on balance over the last several months, although
shipments of such equipment dropped in January
after a sizable rise in the fourth quarter. Nonresiden-
tial construction activity appeared 10 be growing
more slowly: Non-officc commercial construction
continued its upward trend but office, institutional,
and industrial building activity had slowed noticcably
in recent months, and contracts for those categories
also had softened.

Business inventories rebounded sharply in January
from a large drop in December. Much of the January
buildup in stocks occurred in manulacturing, where
part of the backup may have been associated with
delays in shipments as a result of winter storms. The
inventory—sales ratio for the sector edged up in Janu-
ary but was litle changed on balance in recent
months. Inventories at the wholesale level also rose
considerably in January; the inventory—sales ratio
increased slightly but was still well below the high
levels of last fall. Retail stocks recorded a modest rise
in January after a sharp decline in December. The
January increase was in line with the advance in
sales, and the inventory--sales ratio for the sector as a
whole was unchanged from December and remained
well below levels seen over most of 1995.

The nominal deficit on U.S. trade in goods and
services in December (latest data available) was little
changed from its Novewber level. On a quarterly-
average basis, however, the deficit in the fourth quar-
ter was substantially smaller than it had been in the
third quarter. The value of cxports of goods and
services rose appreciably in the fourth quarter, with
the largest increases occurring in machinery exports
and foreign tourist services. The value of imports
declined slightly, largely as a result of decreases in
imports of automotive products, consumer goods,
and oil. The data available on economic conditions in
the major foreign industrial countries in carly 1996
suggested that a moderate recovery was under way in
Japan, and there were some signs of a pickup in
activity in much of Western Hurope, although the
German economy remained weak.

Inflation trends had remained stable in recent
months. At the consumer tevel, food prices continued
to edge up in February and energy prices again were
under appreciable upward pressure. BExcluding the
often-volatile food and cnergy items, consumer prices
advanced in February at a slightly slower rate than in
January; and for the twelve months ended in Febru-
ary, consumer prices rose a little less than in the
comparable year-earlier period. At the producer level,
prices of finished goods other than [ood and energy
were unchanged on balance over January and Febru-



ary; the rise in this mcasure of prices over the twelve
months ended in February was somewhat targer than
in the comparable year-carlicr interval. Average
hourly carnings of production and nonsupervisory
workers edged down in February alter a considerable
increase in January. However, lor the twelve-month
period ended in February, average hourly carnings
rose more than in the year-carlier period.

At its meceting on January 30 31, 1996, the Com-
mittee adopted a directive that called for a slight
reduction in the degree of pressure on reserve posi-
tions, taking account ol a possible reduction of Vi per-
centage poinl in the discount rate. The directive
approved by the Committee did not include a pre-
sumption about the likely direction of any adjust-
micnts to policy during the intermecting  period,
should unanticipated developments warrant a policy
change. Accordingly, the directive stated that in the
context of the Committee’s long-run objectives for
price stability and sustainable cconomic growth, and
giving carcful consideration to ¢conomic, linancial,
and monctary developments, slightly greater reserve
restraint or slightly lesser reserve restraint would
be acceptable during the intermecting period. The
reserve conditions associated with this directive were

expected Lo be consistent with moderate growth of

M2 and M3 over coming months,

On January 31, the Board of Governors approved a
reduction of Vi percentage point in the discount rate,
to a level o 5 percent. The decrease was made
effective immediately and was passed through to
interest rates in reserve markets, Open market opera-
tions during the intermeeting period were directed
toward maintaining this new policy stance, and the
federal funds rate averaged around 5% percent, the
level expected to be associated with that stance.

Because the casing move had been largely antici-
pated in financial markets, the initial response was a
small decline in short-term rates and little change in
long-term rates. Over the remainder of the period,
however, most interest rates  moved  higher in
response to incoming economic data that were seen
as suggesting improved prospects  for economic

growth and, accordingly, a reduced likelihood of

further casings in monctary policy. In addition, the
absence of much progress in federal budget negotia-
tions was viewed by the markets as indicating that the
chances a major multiyear deficit-reduction plan
would be adopted this year were becoming more
remote. Despite the increase in bond yields, major
indexes of equity prices recorded sizable gains.

In foreign exchange markets, the trade-weighted
value of the dollar in terms of the other G-10 curren-
cies declined slightly over the intermeeting period.
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The dollar fell appreciably during the initial portion
of the period— before cvidence of a more robust
U.S. ccononmy emerged—while data on the German
money supply and the Japanese cconomy were sug-
gesting upward revisions 1o expected interest rates
abroad. In late Uebruary, cmerging signs that the U.S.
cconomy was generally stronger than expected and
that economic conditions abroad were comparatively
weaker than they had scemed carlier fostered a
rebound in the value of the dollar.

Growth of the broader monctary aggregates
strengthened  considerably in February and carly
March Tollowing the decline in short-term interest
rates in late 1995 and carly 1996. The acceleration of
M2 reflected a surge in demand deposits as well as
larger inflows 1o retail money market mutual tunds,
whose yields tend to adjust with a lag to changes
in short-term market interest rates. Larger inflows to
institution-only moncy market funds contributed to
M3’s stronger performance. Growth of total domestic
nonfinancial debt slowed somewhat in December and
January, reflecting reduced federal government bor-
rowing, but remained moderate on balance.

The staff forecast prepared for this mecting sug-
gested that the pace ol economic expansion would
pick up over coming months alter a stuggish fourth
quarter. Other than a better performance over the first
hall of 1990 associated with a somewhat faster
increasce in final sales, this forecast dittered little {rom
that prepared for the previous meeting and indicated
that the cconony was expected to expand generally
along its estimated potential. Consumer spending was
projected to grow slightly more than disposable
incotne; the favorable eftect of higher equity prices
o household wealth and the still-ample availability
of credit were expected to outweigh persisting con-
sumer concerns about job sccurity and the clfects of
already high houschold debt burdens. Homebuilding
activity was projected to decline a little in response
to the recent backup in residential mortgage rates
but to remain at a relatively high level. A less rapid
pacc of business investment in cquipment aad
structures was expected in light of the decline over
the past year tn the rate of utilization of production
capacity and the moderate growth projected for sales
and profits. The external sector was expected to exert
a small restraining influence on economic activity
over the projection period. The persisting mpasse
in the federal budget negotiations suggested ittle
further fiscal contraction in coming quarters, Given
the outlook for ecconomic activity, rates ol utilization
of labor and capital were not expected to change
materially and inflation was projected 1o increase
modestly. :



662 Federal Reserve Bulletin | | July 1996

In the Committee’s discussion of current and
prospective cconomic developruents, members com-
mented on the resiliency of the cconomy, which
appeared to have strengthened appreciably after a
period ol subpar growth, The latter had been induced
to a large extent by inventory adjustments whose
effects were exacerbated temporarily by government
shutdowns, unusually severe winter weather, and
industrial strikes. The adjustment in inventory invest-
ment seemed o be nearing its completion, and some
members observed that the settlement of the recent
strike in the motor vehicle industry might well impart
added impetus to the expansion over the nearer tern.
Considerable volatility could be expected in the
short-run  performance of the cconomy, but the
members continued 1o view trend growth at a pace
near the cconomy’s potential as the most probable
outcome. Many also commented that the risks to such
a forecast appeared to have shifted from being pre-
dominantly on the dowanside carlier in the year to
better balanced currently. Still, substantial uncertain-
ties attended the cconomic outlook, and a number of
members observed that an economic performance
that differed considerably in either direction from
their current forecasts might well materialize over the
projection period. Regarding the outlook tor infla-
tion, members’ assessments tended to center on
expectations of little change in average consumer
price inflation over the projection horizon.

The review of regional economic developments by
the Federal Reserve Bank presidents pointed to mod-
erate expansion in economic activity across much of
the nation, though growth was described as modest in
a few regions and relatively robust in some others.
Business conditions appeared to have improved in a
number of areas since carly in the year, but as had
been true previously, activity in various sectors of the
economy remained uneven. Manufacturing of most
durable goods other than motor vehicles and some
defense industry products displayed considerable
strength, while the production of many nondurable
poods tended to lag. In agriculture, high feed costs
and low market prices were depressing the cattle
industry, while elevated grain prices were boosting
the incomes of farmers not subject to the effects of
locally adverse weather conditions.

The cconomy had displayed considerable resil-
ience in the face of adjustments to production associ-
ated with efforts by many business firms to reduce
inventorics and a number of additional, albeit tempo-
rary, developments that had tended to retard the
expansion in the latter part of 1995 and at the start of
this year. Appareatly, relatively low long-term inter-
est rates and the related substantial appreciation in

the value of stock and bond market holdings had
been important tactors helping to sustain spending in
this period. In the context of continued underlying
momentum in final demand and some decline in
excess stocks of unsold motor vehicles stemming
from the recently ended strike at a major domestic
producer, mventories now seemed to be in better
balance with sales and the cconomy to be better
positioned to accommodate  sustained  expansion.
Some members observed, however, that the recent
increase 1 intermediate- and fong-term interest rates
would tend o blunt demand 1n interest-sensitive sec-
tors of the cconomy. Morcover, stock market prices
had risen to comparatively high levels in relation to
earnings and interest rates and wmight be vulnerable
1o further weakness in the debt markets or to any
tendency for business profit margins to erode,

In the course of their comments about develop-
ments in key sectors of the cconomy, members
referred to recent indications, including anecdotal
reports, of appreciable strengthening in retail sales
that tended to support forecasts of sustained growth
in consumer spending n coming quarters. In addi-
tion, surveys of consumer sentiment, which had been
more favorable recently, and sharply increased house-
hold net worth were seent as positive factors in the
outlook for consumer cxpenditures. On the negative
side, some members observed that the rise in con-
sumer indebtedness and the recent increase in interest
rates would tend to damp consumer spending. Given
these financial crosscurrents, it was suggested that
growth in consumer spending might approximate that
of disposable income over the forecast horizon.

The prospects for business capital spending
remained a supportive element in the outlook for
further economic expansion, but growth in such
spending was expected to stow considerably from its
rapid pace over the past few years. The ready avail-
ability and fairly low cost of business finance in
equity and debt markets and the continuing commit-
ment of business firms to modernizing their facilities
to hold down costs in highly competitive markets
would tend to support growth in business fixed
investment. Profits and cash flows were expected to
remain reasonably strong, though there were tentative
signs of some softening in profit margins. On the
other hand, the longevity of the current expansion
had resulted in the addition of a good deal of produc-
tion capacity in recent years. This development in
conjunction with some decline in capacity utilization
over the past several quarters pointed to less need for
expansion in plant and equipment. The rise in outlays
for computers and related products was likely to
remain fairly robust in light of the continuing



advances in technology and the marked downtrend in
compuler prices, but the growth of compater expendi-
turcs was projected to be well below the extraor-
dinary pace of the past few years. The slowdown
would reflect factors that were expected to damp the
growth of overall business investment spending and a
greater saturation ol potential computer markets that
might lead to more emphasis on replacement demand
rather than the further expansion of capacity.

Housing activity generally was expected to be well
maintained in coming quarters, though likely to mod-
crate to some extent from current levels in lagged
response to the rise that had occurred in mortgage
interest rates. The response of housing expenditures
to rate increases was uncertain, and a few members
commented that the prospective slowing in housing
construction could be fairly pronounced. For the
nearer term, however, recent data were indicative of
considerable underlying strength in housing markets,
especially in light of the adverse effects of notably
unfavorable weather conditions in many parts of the
country this winter. Those data tended to be sup-
ported by anecdotal reports of significant improve-
ment in housing markets in several regions over the
course of recent months. Contributing to that pertor-
mance, however, might be a temporary acceleration
of purchases by homebuyers who anticipated further
increases in mortgage interest rates. The latter were
viewed, nonctheless, as still low in comparison with
their average level over the past several years.

The outlook for fiscal policy remained uncertain,
especially for future years. It was suggested that the
stalemate between the Congress and the Administra-
tion on major spending and tax issues might not be
resolved in coming months or indeed during the
current session of the Congress. However, already
legislated appropriations and current continuing reso-
lutions still pointed to considerable restraint in fed-
cral spending this year. With regard to the external
sector of the cconomy, projections of appreciable
growth in exports tended to be supported by ancc-
dotal comments ol strong export demand for goods
produced in various parts of the country, including
some improvement in exports 1o Mexico. At the same
time, imports might well expand somewhat more
rapidly than exports il the domestic economy
strengthened as projected this year from its reduced
rate of growth in 1995,

The members did not differ greatly in their assess-
ments of the most probable course of inflation. Their
expectations ranged {rom essentially unchanged to
slightly higher inflation in comparison with 1995, At
the same time, members expressed somewhat ditter-
ing views about possible deviations of inflation from
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their expectations. Those who emphasized the risks
ot higher-than-projected inflation tended to cite the
potential for increasing wage and price pressures in
an economy that already was operating at or close to
its estimated capacily. Increases in labor costs had
been unusually subdued in light of the relatively low
unemployment nationwide and widespread anecdotal
reporls of fabor shortages. In this view the rise in
labor costs could well accelerate at some point,
though not necessarily in the near term, with some
teedthrough to prices. Other developments that genet-
ated some concern about the outlook for inflation
included the rise in the costs of medical benetits in
the fourth quarter, price pressures in the energy and
tood sectors of the economy, and the possibility that
the recent rise in intermediate- and long-term interest
rates niight o some extent reflect worsening infla-
tionary cxpectations. Other members saw only a lim-
ited risk of higher inflation, and a few indicated that
they did not rule out some reduction in consumer
price inflation from that experienced in 1995, In this
view there was sufficient capacity in the cconomy to
allow room for moderate growth of cconomic activity
in line with their forecasts without fostering added
inflation. Morcover, there was only scattered evi-
dence of accelerating increases in worker compensa-
tion associated with labor shortages and little indica-
tion that possibly diminishing worrics about job
security would induce rising labor militancy. Some
inembers also stressed the persistence of strong com-
petition in numerous markets that tended to preclude
or restrain raising prices.

In the Committee’s discussion of policy for the
intermeeting period ahead, all the members endorsed
a proposal to maintain an unchanged degree of pres-
sure in reserve markets. This policy preference was
based on expectations of growth in business activity
al a pace averaging in the vicinity of the economy’s
potential, & pereeption among the members that the
risks to such an outlook were more balanced than
carlier. and anticipations that under these circum-
stances inflation would remain constrained. The econ-
omy scemed 1o have adequate forward momentum
and did not appear to require any further stimulus,
whose implementation might contribute to inflation-
ary pressures in the economy. Several members
observed that robust growth in broad money for some
months suggested that monetary policy had been
supportive of sustained cconomic expansion, At the
same time, information on the cconomy and prices
did not scem to indicate developing inflation pres-
sures that needed to be contained by tightening policy
at this juncture. Indeed, some members commented
that, judged from one perspective, financial condi-
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tions had tightened somewhat as a consequence of
the recent rise in intermediate- and long-term interest
rates, though it was difficult to disentangle the real
and the inflation components of the rate increases.
Nonctheless, a number of members noted that infla-
tion was not expected to moderate further over the
projection horizon and that it could move higher and
the Committee would need to be particularly vigilant
in guarding against such an outcome. Against this
background, the members favored an  unbiasced
instruction in the directive that did not prejudice
possible intermeeting adjustments to policy in cither
direction,

At the conclusion of the Committee’s discussion,
all the members indicated a preference for a directive
that called for maintaining the existing degree of
pressure on reserve positions and that did not include
a presumption about the likely direction of any
adjustments to potlicy during the intermecting period.
Accordingly, in the context of the Committee’s long-
run objectives for price stability and sustainable eco-
nomic growth, and giving careful consideration to
economic, financial, and moncetary developments, the
Committee decided that slightly greater or slightly
lesser reserve restraint would be acceptable during
the intermecting period. The reserve conditions con-
templated at this mecting were expected to be consis-
tent with moderate growth in M2 and M3 over com-
ing months.

At the conclusion of the meeting, the Federal
Reserve Bank of New York was authorized and
directed, until instructed otherwise by the Commit-
tee, to execute transactions in the System Account
in accordance with the following domestic policy
directive:

Many of the data for recent months reviewed at this
meeting were influenced to an uncertain degree by unusu-
ally severe winter weather, industeial strikes, and U.S.
government shutdowns. On balance, the expansion in eco-
nomic activity appears (o have picked up after slowing
appreciably in late 1995, Nonfarm payroll employment
surged in February, considerably more than offsetting a
farge drop in January, and the civilian unemployment rate
fell to 5.5 percent. Manufacturing production increased
sharply in February after a sizable decline in January.

Growth of consumer spending, which had been sluggish
curlier in the winter, spurted in February, paced by strong
motor vehicte purchases. Housing starts rose in Sanuary
and February, Orders and contracts point to continuing
expansiont of spending on business equipment and nonresi-
dential structures. The nominal deficit on US. trade in
goods and services narrowed substantially in the fourth
quarter from its average rate in the third quarter. There has
been no clear change in underlying inflation trends.

Changes in short-term market interest rates have been
mixed while long-term rates have risen appreciably since
the Committee meeting on January 30-31. In foreign
exchange markets, the trade-weighted value of the doltar in
terms of the other G-10 currencies has declined slightly
over the interimeeting period.

Growth of M2 and M3 has strengthened considerably in
recent months, while expansion in total domestic nonfinan-
cial debt has remained moderate on balance.

The Federal Open Market Committee secks monetary
and financial conditions that will foster price stability and
promote sustainable growth in output. In furtherance of
these objectives, the Committee at its meeting in January
established ranges for growth of M2 and M3 of 1 to
5 percent and 2 to 6 percent respectively, measured from
the fourth quarter of 1995 1o the fourth quarter ot 1996.
The monitoring range for growth of total domestic non-
financial debt was set at 3 to 7 percent for the year. The
behavior of the monetary aggregates will continue to be
evaluated in the light of progress toward price level stabil-
ity, movements in their velocities, and developments in the
economy and financial markets.

In the implementation of policy for the immediate future,
the Committee sceks o maintain the existing degree of
pressure on reserve positions. In the context of the Com-
mittee’s long-run objectives for price stability and sustain-
able cconomic growth, and giving careful consideration to
cconomie, linancial, and monetary developments, slightly
greater reserve restraint or slightly lesser reserve restraint
would be acceptable in the intermeeting period. The con-
templated reserve conditions are expected to be consistent
with moderate growth in M2 and M3 over coming months.

Votes  for this  action:  Messrs.  Greenspan,

MceDonough, Boehne, Jordan, Kelley, Lindsey, McTeer,

Ms. Phillips, Mr. Stern, and Ms, Yellen. Votes against

this action: None.

[t was agreed that the next meeting of the Commit-
tee would be held on Tuesday, May 21, 1996.
The meceting adjourned at 10:35 a.m.

Donald L. Kohn
Secretary



Legal Developments

FINAL RULE- AMENDMENT 10 REGUIATION K

The Board of Governors s amending 12 C.ER. Part 211,
its Regulation K (International Banking Operations), re-
garding interstate banking operations of foreign banking
organizations. The Ricple-Neal Interstate Banking and
Branching Elliciency Act ol 1994 removed geographic
restrictions on interstate banking by loreign banks efiective
September 29, 1995, and requires certain foreign banks
without U.S. deposit-taking oflices to select a home state
for the first time. The final rule requires these foreign banks
1o sclect a home state by June 30, 1996, and removes
outdated restrictions on certain merpers by U.S, bank sub-
sidiaries of forcign banks outside the honie state of the
lorcign bank. Obsolete and superseded provisions ol Regu-
lation K concerning, home state selection also are defeted.

Filective May 9, 1996, 12 CLER. Part 211 is mnended as
follows:

Part 211 —International Banking Operations
(Regulation K)

{. The authority citation for Part 211 continues to read as
follows:

Authority: 12 US.C. 221 e seq., 1818, 1841 ¢t seq., 3100
et seg., 3901 et seq.

2. Insection 211,22, paragraph (a) is revised; paragraph (¢)
is removed; and paragraph (d) is redesignated as paragraph
(©) to read as lollows:

Scction— 211.22 Interstate banking operations of
forcign banking organizations.

(@) Determination of home state. (1) A forcign bank (ex-

cept a foreign bank 10 which paragraph (a)(2) of this
section applies) that has any combination of domestic
agencies or subsidiary commercial lending companies
that were established belore September 29, 1994, in
more than oue state and have been continuously oper-
ated shiall seleet its hote state from those states in which
such oftices or subsidiaries are located. A Toreign bank
shadl do so by filing with the Board a declaration of
home state by June 30, 1996, In the abscnce of such
sclection, the Board shall designate the home state lor
such forcign banks.
(2) A foreign bank that, as ol September 29, 1994, had
declared a home state or had a home state determined
pursuant to the law and regulations in eflect prior to that
date shall have that state as its home state.

0605

(3) A forcign bauk that has any branches, agencics,
subsidiary commercial ending, companics, or subsidiary
banks in one state, and has no such offices or subsidiar-
ies in any other states, shall have as its home state the
state in which such oftices or subsidiaries are located.

ORDERS [SSUED UNDER BANK THOLDING COMPANY ACT

Ovrderys Lssued Under Section 3 of the Bank Holding
Company Act

Aspen Bancshares, Inc.
Aspen, Colorado

Order Approving Acguisition of a Bank Holding
Company

Aspen Baneshares, luc., Aspen, Colorado (“"Aspen™), a
bank holding company within the meaning of” the Bank
Holding Company Act (“"BHC Act™), has requested Board
approval under section 3(a)(3) ol the BHC Act (12 U.8.C,
§ 1842(0)(3)) to acquire Val Cor Bancorporation, luc.
(“Val Cor”), and thereby indirectly acquire Valley Na-
tiontal Bank of Cortez (*“Valley National™), both of Cortez,
Colorado.

Notice of the application, affording interested persons an
opportunity to submit conmuents, has been published
(61 Federal Register 7518 (1996)). The time for filing,
comments has expired, and the Board has considered the
application and all comments received i light of the
factors sct forth in section 3(¢) of the BHC Act.

Aspen is the 16th largest depository institution in Colo-
rado, controfling deposits of $202.8 million, representing,
less than | percent of total deposits in depository institu-
tions in Colorado.' Val Cor s the 671h Largest depository
institution in the state, controtling deposits o $39.6 mil-
lion, representing less than 1 percent ol total deposits in
depository institutions statewide. On consununation ol the
proposed transaction, Aspen would become the 15th larg-
est commercial banking or thrift organization in Colorado,
controlling deposits of $322.4 million, representing less
than 1 percent of total deposits in depository institutions in
the state.

L. Deposit data are as of fune 30, 1995, [n this context, depository
institutions include commercial banks, savings banks, and savings
ASSOCLULTONS,
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Competitive Considerations

Aspen’s subsidiary thrift institution, Centennial Savings
Bank, Durango, Colorado (“Centennial”), and Val Cor’s
bank subsidiary, Valley National, compete directly in the
Cortez, Colorado, banking market? (“Corter banking mar-
ket™). ! Valley National is the Jargest depository institution
in the market, controlling deposits of $64.8 million, repre-
senting 25.9 pereent of total deposits in depository institu-
tions in the market (“"market deposits™).* Centennial is the
fifth largest depository institution in the market, controlling
deposits of $31.8 million, representing approximately
12.7 percent ol market deposits. On consummation, Aspen
would become the largest depository institution in the
market, controlling total deposits of $96.6 million, repre-
senting 38.6 percent of total deposits in depository institu-
tions in the market. The market, as measured by the
Heefindahi-Uhirschman  ladex (CHHP?Y, would become
highly concentrated; and, under the Departiment of Justice
merger guidelines, the level of change in market concentra-
tton raises concerns about the potential competitive eflects
of this proposal.®

2. The Board has long held that the product market for evaluating
mergers and acquisitions of insured  depository institutions is the
cluster of products and services offered by the insured institutions, and
the Supremie Court has cphasized that it is this cluster ol products
and services that, as & matter ol trade reality, makes banking a distinet
line of commerce. See Furst Hawaiian, e, 79 Federal Reserve
Bulletin 966, 966 68 (1993); South'trust Corporation, 18 Federal
Reserve Bulletin TYO (1992); United States v, Philadelphia National
Bank, 374 U.S. 321, 357 (1963).

3. Phe Board and the courts also have found that the relevant
banking market for anatyzing the competitive effect ot a proposal
must reflect commercial and banking realities and should consist of
the focal area where the banks involved ofter their services and where
local customers can practicably tutn for aliernatives. See St. Joseph
Valley Bank, 68 I'ederal Reserve Bulletin 673, 674 (1982). 'The key
question to he considered in making this selection *is not where the
partics o the merger do business o1 even where they compete, but
where, within the area of competitive overlap, the effect ol the merger
on competition will be ditect and immediate.” United States v, Phila-
delplua National Bank, 374 V.S, w0 3ST; United States v, Phillipshirg
National Bank, 399 1.8, 350, 364 65 (1969). The Board has consid-
ered Aspen’s contention that the relevant banking market includes a
five-county arca described us the San Juan Basin Atea (7 Basin
Arca”), that includes Montezuma, Dolores, Fa Plata, San Juan, and
Archuleta Counties. The Board believes that the appropriate market
for analyzing the competitive cllects ol this proposal is the Corter,
Colotado, banking market, an arca at the southwestern exireme of the
state that is approximated by Monteszuma and Dolores Counties. The
Board bases this conclusion on an analysis of employment comnwting,
data, tradlic patterns, locations of deposits and loans, and interviews
with local bankers and other oflicials conducted in 1995 by the staft of
the Board and the Federal Reserve Bank ol Kansas City (UReserve
Bank’) as part of an on-site investigation of the arci, as well as other
facts of record that indicate that commuting, tavel, and competition
between the Corter banking market and the other counties in the Basin
Areais limited.

4. Market data are as of December 31, 1995,

5. The HHT would increase by 657 points (o a level of 2367, Under
the revised Department ol Justice Merger Guidelines, 49 Federal
Register 20,823 (June 29, 1984), a market in which the post-merger
HHL is above 1800 is considered highly concentrated. 'The Depariment
of Justice has informed the Board that a bank merger or acquisition

‘The Board notes that the HHI fevels are only guidelines
that are used by the Board, the Department of Justice, and
the other banking apencies to help identify cases in which a
more detailed competitive analysis is appropriate to assure
that the proposal would not have a significantly adverse
eflect on competition in any relevant market. A proposal
that fails to pass the HHI market screen may nonctheless
be approved because other information may indicate that
the proposal would not have a significantly adverse cffect
on competition. In this case, the Department of Justice has
reviewed the proposal and advised the Board that consuni-
mation of the proposal would not likely have any signifi-
cantly adverse competitive effects in the Cortez, banking
market and any other relevant banking market.©

A number of factors indicate in this case that the market
concentration as measured by the HHI tends 1o overstate
the competitive effects of this proposal. For example, Cen-
tennial, which is a thrift institution, engages primarily in
mortgage lending activities and engages only in a de mini-
mis amount of commercial lending activity in the market.
Centennial has maintained this focus even alter its acquisi-
tion in 1993 by Aspen, a bank holding company.” Valley
National, on the other hand, engages in onty limited mort-
gage lending activities and has focused ils activitics on
commercial lending.* Following consummation ot the pro-
posal, Centennial and Valley National will be operated as
separate institutions, and each will retain its current man-
agement.?

Seven depository institution competitors, including four
mstitutions in the town of Cortez, would remain in the
Cortez. banking market following consummation of this
proposal. These seven competitors would continue to serve
the relatively small population of the market, Three of
these competitors would cach have more than 15 percent of
market deposits. In addition, the banking market has sev-
eral characteristics that make it attractive for entry by an
out-of-market firm. Its population las increased at a rate
higher than the rate of increase in population statewide,
and at a rate much higher than other rural areas in Colo-
rado.'? Banks in the market have a higher average return

generally will not be challenged (in the absence of other factors
indicating anticompetitive ellects) unless the post-merger HEHH is at
least 1800 and the merger increases the HEHI by at least 200 paints.,

6. The Oftice of the Comptroller of the Cuarrency also has not
objected to the proposal.

7. As of December 31, 1995, Centennial reported only $49,000 in
commerctal loans, signiticantly less than | percent of the total com-
mercial loans made in the market, while more than 90 percent of its
total loans in the market were in the form ol mortgages and other
housing-related construction toans.

8. Valley National is the third largest commercial lender m the
Corter. banking market, reporting conmmercial loans totalling $5 mil-
lion. as of December 31, 1995, The bank accounted lor approximately
22 percent of all conmnercial loans made in the banking market in
1995,

9. If Centennial’s deposits were weighted at 50 pereent, the increase
in the HEE would be 374 points to 2185,

10. The population of the Cortez market grew by 13.5 percent from
1990 1o 1995, and is projected to grow an additional 15,3 percent from
1995 to 1999, The average rate of growth for the entire state trom



on average assets than banks average statewide.!' More-
over, legal barriers for entry into the market will be signifi-
cantly reduced as of January I, 1997, when Colorado law
would permit unlimited statewide de novo branching.'?

Based on these and all of the other {acts of record, the
Board concludes that consummation of this proposal, on
balance, is not likely to have a signiticantly adverse effect
on competition or concentration of banking resources in
any relevant banking market. In light of all the facts of
record, the Board also concludes that the financial and
managerial resources and the future prospects of Aspen
and Val Cor and their respective subsidiaries are consistent
with approval, as are the other supervisory factors the
Board must consider under section 3 of the BHC Act. In
addition, considerations relating to the convenience and
needs of the communities to be served are consistent with
approval of the application,

For these reasons, and in light of all the facts of record,
the Board has determiined that the application should be,
and hereby is, approved. The Bouard’s approval is specifi-
cally conditioned on Aspen’s compliance with all commit-
ments made in connection with the application. The com-
mirments relied on by the Board in reaching this decision
are deemed to be conditions imposed in writing, by the
Bourd in connection with its findings and decision, and as
such may be enforced in proceedings under applicable law.

The acquisition of Val Cor shall not be consummated
before the fifteenth calendar day following the effective
date of this order, unless such period is extended for good
cause by the Board or the Reserve Bank, acting pursuant to
delegated authority.

By order of the Board of Governors, effective May 31,
1996.

Voting for this action Chairman Pro Tempore Greenspan and
Governors Lindsey and Phillips. Voting against this action: Governors
Kelley and Yelien.

WILLIAM W, WILES
Secretary of the Board

Dissenting Statement of Governors Kelley and Yellen

We believe that the proposed transaction by Aspen would
have a signiticantly adverse effect on competition in the
Cortez, Colorado, banking market.

This proposal involves the combination of the largest
and the {ifth largest insured depository institutions in the
market. Together, these institutions would control over 38
percent of market deposits and would be more than twice

1990 to 1995 was 12.8 percent, and the projected rate {from 1995 to
1999 is 1 1.7 percent.

{1, For 1995, the average returm on average assets tor comnnercial
banks in the Cortesz market was 174 percent compated to a statewide
average of 1.43 pereent.

12. Under current Colorado law, banks are permitted to establish
only one de novo branch or branch by merging with another bank,
except in very limited circumstances. See Colorade Revised Statutes

§8 11 25-03(8)(a) and (b) (1995 Cum. Supp.).
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the size of the next largest competitor. ‘The HHI for this
market would increase by over 650 points to above 2365.
These measures confirm that the market would be highly
concentrated {ollowing consummation of this proposal.

Aspen argues that 1ts subsidiary thritt in this market does
not compete with banks in the market. However, there is
nothing to prectude Aspen from merging Centemnial into
one of its commercial subsidiary banks or from commenc-
ing commercial lending activitics at the thrift in response
to market demand. Centenmial’s transition to commercial
lending by merger or otherwise would be particularly casy
because it is owned by & banking organization that pos-
sesses the skills and business culture to provide a full range
of commercial loan products. Thus, looking forward, we
believe that the THH is an appropriate indication of the
likely market impact of this proposal. Bven recognizing
that Centennial does not offer small business and other
commercial lending products to any significant degree and
assuming that it will continue not to offer these products,
Centennial and Valley National Bank of Cortez compete
diveetly for insured deposits. [f combined in the same
organization, we belicve that the resulting organization
would dominate competition for this product.

Other factors do not, in our judgment, ritigate these
potential anti-competitive clfects. 'The Cortez banking mar-
ket is a small market and is a market that the data indicate
10 us is not attractive to entry. There has in fact been no
de novo entry into this market since 1979, and only Appli-
cant has entered by acquisition since 1979, While Colorado
will permit de nove intrastate branching beginning in 1997,
the characteristics of this market, including its relatively
small population and the current high ratio of banking
oflices to population, are likely to discourage rather than
cncourage new entry. Approval of this proposal would
create a dominant competitor in the market that will also
likely discourage further entry,

For these reasons, we believe that the considerations
relating to the competitive effects of this proposal are not
consistent with approval. Considerations relating o other
factors do not lend suflicient weight to warrant approval of
this proposal. Accordingly, we would deny this proposal.

May 31, 1996

Norwest Corporation
Minneapolis, Minnesota

Order Approving the Acquisition of a Bank Holding
Company

Norwest Corporation, Minneapolis, Minnesota (“*Nor-
west”), a bank holding company within the meaning of the
Bank Holding Company Act (“BHC Act™), has requested
Board approval under section 3 of the BHC Act (12 U.S.C.
§ 1842) to acquire Union "lexas Bancorporation, Inc.
(“Union Texas™), and, indirectly, Union Texas’s wholly
owned subsidiary bank, Union National Bank of Texas
(““Union Bank™"), both of Laredo, Texas,



Notice of this proposal, affording interested persons an
opportunity 1o submit comments, has been published
(61 Federal Register 8625 (1996)). The time for filing
comments has expired, and the Board has considered the
proposal and all connnents recetved in light of the factors
set forth in section 3 of the BHC Act.

Norwest, with total consolidated assets ol $72.1 billion,
operates subsidiary banks n 16 states.! Norwest is the [3th
largest commercial banking organization in the United
States, controlling 1.9 percent of total United States bank-
ing asscts, and is the ninth largest commercial banking
organization in Texas, controlling approximately $2.3 bil-
lion in deposits, representing 1.6 percent of all deposits in
commercial banking organizations in the state (“state de-
posits™).! Norwest also engages in a number of permissible
nonbanking activitics nattonwide. Union ‘Texas, with total
consolidated assets of $23%8 million, operates one subsid-
iary bank in Texas., Union Texas is the 64th largest com-
miercial banking organization in Texas, controlling approx-
imately $227 million in deposits, representing less than
I percent of state deposits. After consummation of this
proposal, Norwest would become the eighth largest com-
mercial banking organization in Texas, controtling approx-
imately $2.6 billion in deposits, representing 1.8 pereent of
state deposits.

[nterstate Analysis

Section 3(d) of the BHC Act, as amended by section 101 of

the Ricgle-Neal Interstate Banking and Branching Effi-
ciency Act of 1994, allows the Board 1o approve an appli-
cation by a bank holding company to acquire control of a
bank located in a state other than the home state of such
bank holding company, il certain conditions are met. For
purposes of the BHC Act, the home state of Norwest is
Minncsota, and Norwest would acquire a bank in Texas.?
The conditions for an interstate acquisition under sce-

tion 3(d) are met in this case.t In view ol all the lacts of

record, the Board is permitted to approve this proposal
under section 3(d) of the BHC Act.

1. Asset data are as of December 31, 1995,

2. State deposit data are as of June 30, 1995,

3. Pub. [ No. 103328, 108 Stat. 2338 (1994). A baunk holding
company's home state is the state in which the operations ol the bank
holding company’s banking subsidiarics were principally conducted
on July 1, 1966, or the date on which the company became a bank
holding company, whichever is later.

4. See 12U8.C 8§ 1842(D)(IYA)Y and (B) and t842(d)(2HA)
and (B). Norwest is adequately capitalized and adequately managed.
Uniion ‘Texas’s subsidiary bank has been in existence and has continu-
ousty operated for maore than five years, as requived under Texas taw,
In addition, on consummation ol this proposal, Norwest and s
afliliates would control less than 10 percent of the total amount of
deposits ol insured depository institutions in the United Stades, and
less than 20 percent of the total amount of deposits of insured
depository institutions in 'Texas, as required by state law. The Texas
banking commissioner has informaltly advised the Board that all
criteria of state law are satistied in this case.

Competitive Considerations

The BHC Act prohibits the Board from approving an
application under section 3 of the BHC Act if the proposal
would result in a monopoly, or if the proposal would
substantially lessen competition in any relevant market
unless such anticompetitive effects are clearly outweighed
in the public interest by the probable cffect of the transac-
tion in meeting the convenience and needs of the commu-
nity to be served. Norwest and Union "Texas cach operates
a subsidiary bank in the San Antonio, Texas, baonking
market’

Norwest operates the fifth fargest banking or thrift orga-
nization (“depository instifution™) in the San Antonio
banking market, controlling deposits of approximately
$826 million, representing 7.6 percent of total deposits in
depository institutions in the market (“‘market deposits™).°
Union Texas operates the 35th largest depository institu-
tion in the market, controlling deposits of approximately
$15.3 million, representing tess than | percent of market
deposits. On consummation ol this proposal, Norwest
would remain the fifth largest depository institution in the
San Antonio banking market, controlling deposits of” ap-
proximately $842 million, representing 7.7 percent of mar-
ket deposits. The market would remain moderately concen-
trated, as measured by the Herfindahl--Hirschman [ndex
("*HHI),7 and numerous competitors would remain in this
market. Based on all the facts of record, the Board con-
cludes that consummation of this proposal would not result
in any significantly adverse effect on competition or con-
centration of banking resources in the San Antonio or any
other relevant banking market.

5. The San Antonio banking matket is approximated by Bexar,
Comal, Guadalupe, Kendall, and Wilson Counties, all in‘lexas.

6. Market data are as of June 30, 1995, Market share data are based
on calculations in which the deposits of thrift institutions are included
at 50 percent. The Board previously has indicated that thrift institu-
tions have become, or have the potential to become, significant
cotpetitors of commercial banks. See Midwest Financial Group,
75 Federal Reserve Bulletin 386 (1989);, Nutional City Corporation,
70 Federal Reserve Bulletin 743 (1984). Thus, the Board has regularly
included  theift deposits in the caleulation of market share on a
50-percent weighted basis. See, e.g., First Hawaiian, Ine., 77 Federal
Reserve Bulletin 52 (1991).

7. On consummation ol this proposal, the HHI would increase by
2 points to 1060, Under the revised Departiment of Justice Merger
Guidcelines, 49 Federal Register 26,823 (June 29, 1984), « market in
which the post-merger TIHIL is between 1000 and (800 is considered
moderately concentrated. The Justice Department has informed the
Board that a bank merger or acquisition geaerally will not be chal-
fenged (in the absence of other lactors indicating anticompetitive
elfects) unless the post-merger HEE is at feast 1800 and the merger
increases the HHIE by more than 200 points. The Justice Department
has stated that the higher than normal threshold for an increase in the
T when sereening bank mergers and acquisitions for anticompeti-
tive cffects implicitly recognizes the comipetitive effects of limited-
purpose lenders and other non-depository financal entitics.



Other Factors under the BHC Act

The BHC Act also requires the Board to consider the

(inancial and managerial esources and future prospects of

the companics and banks involved, the convenience and
needs of the community 1o be scerved, and certain other
supervisory factors.

A. Supervisory Hactors

The Board has caretfully considered the financial and man-
agerial resources and future prospects of Norwest, Union
Texas, and then respective subsidiaries, as well as other
supervisory factors in light of all the facts of record. These
facts inctude supervisory reports of examination assessing
the financial and managerial resources ol the organizations
and confidential financial information provided by Nor-
wesl. The Board notes that Norwest would contribute
additional capital to Union Bank that would strengthen the
bank’s assets, carnings, and reserves. Based on these and
all other facts ol record, the Board concludes that all the
supervisory lactors under the BHC Act, including financial
and managerial resources, weigh in lavor of approving this
proposal.

B. Conventence and Needs Tactor

The Board has loug held that consideration of the conve-

nicnce and needs lactor includes a review of the records of

the relevant depository institwtions under the Community
Reinvestment Act (12 US.CL§ 2901 e seqy (C“CRATY. As
provided in the CRA, the Bourd has evaluated this factor in

light of examinations by the primary federal supervisor of

the CRA performance records of the refevant institutions.

The Board also has carcfully considered comments from
Minnesota ACORN Fair Housing (*"Protestant™) contend-
ing that Norwest and Union Texas have not assisted in
meeting the credit needs of low- and moderate-income
arcas or arcas with predominately minority, particularly
Alrican-American and lispanic, populations. Protestant
supports its contentions with housing-related  oan data
filed by Notrwest’s nonbanking niortgage lending subsid-
ary, Norwest Mortgage, Inc., Des Moines, Towa (“Nor-
west Mortgage™), under the Home Mortgage Disclosure
Act ("HMDA) lor a number of metropolitan weas,® and
by Union Bank for the nictropolitan arcas of Laredo and
San Antonio, both in Texas.”

8. Data for Norwest Mortgage cited by the Protestant are from the
lollowing metropolitan arcas: Phoenix, Arizona; Denver, Colorado;
Chicago, Hinois; Des Moines, Towa; Minneapohis/St. Paul, Minne
sota; Albuquerque, New Mexico; and Dallas, Houston, and Lubbock,
all in ‘fexas.

9. Protestant’s comments meluded tour complaints about individual
transactions with Norwest subsidicnics. Those complaints have been
referred 1o the appropriate federal baoking supervisor of the Norwest
institution involved for review and constderation. One individual also
alleges employment diserunination by Norwest in the terniination of
her employtent. Norwest is required under the regolations of the
Department ol Labor 1o file annual reports with the Tqual Employ-
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An institution’s most recent CRA performance evalua-
tion is a particularly importaut consideration in the upplica-
tions process because it represents a detailed on-site evalu
ation ol the institution’s overall record of performance
under the CRA by its prinary federal supervisor'o In
addition, the Board considers an institution’s policies and
practices Tor compliance with applicable fair lending laws.
The Board also takes into account information on an insti-
tution’s lending, activities that assist in meeting, the credit
needs of low  and moderale-income neighborhoods, i
cludmg programs and activities initiated since its most
recent CRA performance examination,

Pevformance Iovaminations, All of NorwestUs subsidiary
banks, including the banks conducting banking activities in
the six metropolitan arcas discussed in Protestant’™s com
mients, received a CRA performance rating of satisfacto-
ry” or “outstanding’ in their most recent evaluation for
CRA performance by their primary federal supervisor, In
particular, Norwest banks received “outstanding” ratings
front the Comptroller ol the Currency (OCC”) in the
metropolitan Denver,  Des Moines  wnd
Minucapolis/St. Paul, including NorwesUs lead subsidiary
bank, Norwest Bank Minnesota, National Association,
Minncapolis, Minnesota ("Norwest Minnesota™).'t Nor-
west’s subsidiary banks in the metropolitan arcas ol ’hoe-
nix, Albuquerque, and Lubbock were rated “satislactory™
by the OCC at their most recent CRA performance evalua-
tions.t” Union Bank also reccived a “satisfactory” rating,
from the OCC for CRA perfotmance as of May 4, 1995.

Examiners performed a fair Jending review ol home
purchase and homne tnprovement loan files at these Nor
west subsidiary banks. This review found that minority
applicants were not denied credit on a prohibited basis at

arcas  of

ment Opportunty Commission (“1EOCT), and the £10C has juris
diction tor determining. whether @ company is in compliance with
cqual eruployment statutes. ‘The Board has previously poted that its
linited jurisdiction under the speeifie statutory lactors set forth in the
BHC Act does not authonze it to adpudicate disputes between o
commenter and an applicant that arise under a statute adminstered
and cenforced by another agency. On the other hand, substantiated
improper actions may be considered by the Board i light of all facts
of record of an application under the Tactors in the BIC Act or in the
context of the Bowd’s general supervisory authority over its iegulated
banking organizations. See Nonwest Corporation, 82 Federal Reserve
Bidletsy SRO (1996,

10. The Bowd notes that the Statement of the tederal Financial
Supervisory Apencies Reparding the Conuunity Reinvestment Act
provides that a CRA examination is an important and olten controlling
factor in the consideration of an institution’s CRA record and that
wports ol these examinations will be given great weight in the
applications process. 54 Federal Register 137142, 13,745 (1989).

L The OCC aso rated ws outstanding” Norwest Bank Colorado,
Nationa! Association, Denver, Colorado ( as of November 21, 1994)
("Norwest Colorado™); and Norwest Bank lowa, National Associa
tton, Des Moidnes, fowa (as of Februay 6, 1995) (" Norwest Jowa™),
The OCC rated Norwest Mintesota as of June 28, 1994,

2. The OCC yated as “satistactory ™ 1he pedormance ol Norwest
Bank Arizona, National Association. Phoenix, Avizona (as ol Decem-
ber [0, 1994); Norwest Bank New Mexico, National Association,
Albuquerque, New Mexico (as of May 23, 1995) (" Norwest New
Mexico™ ) and Norwest Bank ‘Texas, National Association, Lubbock,
Texas (as of June 21, 1995) (" Norwest Texas™).
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any ol the examined banks. Morcover, as part of Norwest's
corporate fair lending policies and procedures, senjor credit
underwriters at Norwest’s subsidiary banks perform a sec-
ond review ol all HMDA-reported loan applications that
are inttially declined to deterinine it they could be ap-
proved using alternative credit information sources. Nor-

west’s corporate aaditors perforin a comparative review of

selected loan files at Norwest subsidiary banks on a pen-
odic hasis to assess compliance with fair lending taws, and
HMDA data are reviewed at least quarterly by senior
management ol the subsidiary banks and Norwest,

The OCC examinations found that the community delin-
cations for all of Norwest’s subsidiary banks in the metro-
politan arcas discussed by Protestant were generally rea-
sonable and did not cexclude any low- and moderate-
income arcas. The geographic  distribution ot credit
extensions, applications, and denials also were considered
reasonable. Fxaminers determined that the banks’ ascer-
tainment and marketing efforts were penerally cffective and
in some cases commendable. ™

Lending Activities, All Norwest subsidiary banks use
Norwest’s Community Marketing Initiative (“CMI™), an
mmual planning process that is designed to assess the
needs of all segments of the communities served. Manag-
ing oflicers of cach bank review demographic, economie,
ard peographic leadiag disteibution data for the delieated
community, including mformation gathered {rom commu-
nity advisory pancls and surveys. From this review, low-
and moderate-income arcas are specificatly identified, and
quanttitied goals for loan and deposit penctration, market-
ing, and other CRA-related cefforts are adopted. The CMI
program is approved annually by the board of directors,
andd progress under the CMI program is reviewed monthly
by community advisory boards and quarterly by bank
management and the board ol directors,

Several tending programs to assist low- and moderate-
income borrowers have been initiated as a result of the
CMI program. For example, through this process Norwest
devetoped and introduced its Community Home Owner-
ship Program CCCHOP™), which offers Tow- and moderate-
income ftirst-time home buyers more flexible underwriting
criterig, lower down payment requirements with no private
mottgage insurance, credit counseling, and competitive
rates without points or origination fees. In June 1993,
Norwest Colorado introduced its Disability Community
Home Ownership Program, which provides home pur-

13 Protestant cuticizes the outicach eftorts of Norwest Minnesota
to the Himong commumty ol St Paul, an Asian commuuty of approx-
mmately 25,000 reswdenrs. Exammers lound that Norwest Minnesota
had demonstrated @ strong commitiment to ascertaining the credit
ueeds of its conmunity, wncluding the use of focus groups among
several minority communities, weluding Asians, ongaing contact with
community groups, and the establishment ot community advisory
bowds in several local markets. Examiners also noted that Norwest
Minuesota eftectively marketed its credit products and services to all
segnicnds of the conuuunity, meluding fow- and moderate-income
arcas. Thie bank’s marketing eftorts include advertisements in commu-
nity newspapers that focus on Afrvican-American, Hispanic, Asian,
and Native Anmerican readers.

chase, home improvement, and van conversion loans at
I percent below the bank’s standard rate for conventional
home purchase loans. In February 1994, Norwest New
Mexico created a Small Business Credit Unit to simplify
the application and approval process for small businesses
secking Toans under $100,000. Norwest lowa, in coopera-
tion with focal governmient and conununity groups, helped
estabiish the Neighborhood Finance Corporation in 1990 to
provide housing to low- and moderate-income houscholds
and has since committed to purchase $4.2 million of foans
made by the organmzation and provide a portion of ity
operating funds. As a result of consultation with commu-
nity groups and the implementation of recommendations
through the CMI process, several Norwest subsidiary banks
have increased their hiving of multilingual ecmployees and
use of multilingual advertising and brochures.

Norwest subsidiary banks also participate in sceveral
government supported programs and cfforts of community
organizations to provide housing 10 low- and moderate-
income houscholds. For example, Norwest fowa, working
with the Federal Home Loan Bank, the lowa Housing
Corporation, and private investors, provided $500,000 to
develop five apartment buildings in Ottumwa, lowa, for
low-income persons with disabilities. Through Central City
Lending, the bank made 53 loans totaling $1.4 million at
reduced rates and with no closing fees to purchase and
rehabilitate single tamily homes in central neighborhoods
of Davenport, lowa, and loaned an additional $4.9 million
throughout Towa to finance 20 low-income  housing
projects. In 1994, Norwest New Mexico loaned nearly
$4 million to Santa Fe Community Housing Trust to pur-
chase a 48-unit low-income housing development, and
subsequently made 38 CHOP loans to tow-income individ-
uals 1o purchase units in the project. The bank also ori-
ginated 727 VA or FHA home mortgage loans for
$60.4 million during the period covered by its most recent
CRA examination, Norwest Minnesota invested $5 miltion
in the National Equity Fund, a national organization that
supports local community development corporations, to
fund mvestments i residential projects that qualify for
federal low-income housing tax credits. An aftiliate of the
bank, Norwest Investment Services, Inc., Minncapolis,
Minnesota, underwrote $9.1 mitlion of housing revenue
bonds to provide subsidized housing to low- income housce-
holds in the Twin Citics area. During 1993, Norwest Colo-
rado originated 440 CHOP loans for a total of
$46.5 million, which constituted 47 percent of its total
home purchase loan originations, and, during the first
six months of 1994, the bank originated an additional
243 CHOP loans for a total of $12.4 million, which repre-
sented 44 percent of its total home purchase loan origina-
tions, '+

14, In addition, Norwest Mortgage participates in government pro-
grams such as the Federal Home Loan Bank’s Aftordable Housing
Program, which provides grant funds for down payment and closing
cost assistance, and Department of Housing and Urban Develop-
ment's section 184 programs, which provides mottgages for the



The Board has carefully reviewed HMDA data from
Norwest Mortgage cited to support Protestant’s conten-
tions.'s These data show that in some respects, such as
percentage  of applications  received  from African-
American and Hispunic applicants, Norwest’s performance
is comparable to or exceeds the performance of lenders in
the aggregate in a substantial number of the metropolitan
arcas analyzed by Protestant. In other respects, however,
the data show disparitics in denial rates to African-
American and tispanic loan applicants as compared to
white applicants.

The Board is concerned when the record of an institution
indicates such disparities in lending, and believes that all
banks are obligated to ensure that their lending practices
are based on criteria that assare not ounly safe and sound
lending, but also assure equal access Lo credit by creditwor-
thy applicants regardless of race. The Board recognizes,
however, that HMDA data alone provide an incomplete
meastre of an institution’s lending in its community be-
cause these data cover only a few categorics of housing-
related lending and provide fimited information about the
covered loans. ' FIMDA data thercfore have limitations
that make the data an inadequate basis, absent other infor-
mation, for concluding that an institution has engaged in
illegal discrimination in lending. '

purchase of homes on Native American reservations. Norwest Mott-
gage also participates in the outreach and marketing efforts ol other
organizations, including, the Neighborhood Reinvestent Corpori-
tion, the Nationad Conumnuaity Reinvestinent Corporation, and the
Urban [ eague.

15, Nonbanking companics that are aflihated with depository institu-
tions were not inctuded by Congress in the provistons ol the CRA, and
the CRA by its terms only applies to insured depository institutions.
12 US.C.§ 29022); The Mitsin Bank, Limited, 76 Federal Reserve
Bulletin 381 (1990). lowever, insured depository institutions may
have the Tending activities ol nonbanking alliliates in their communi-
ties taken into account as pat of their CRA performance record, [n
this case, Norwest provides conventional mortgage loans primarity
through Norwest Mortgage in the communities served by Norwest
depository institutions, and the loans made by Norwest Mortgage have
been considered by the primary federal supervisory agencies of the
Norwest banks in their CRA performance examinations. Accordingly,
the Board has considered the HMDA data of Nowtwest Mortgage on a
consolidated basis with data Irom Norwests subsidiary banks in the
metropolitan arcas discussed by Protestant.

16. Tior example, these data do not provide a basis for an indepen-
dent assessment of whethier an applicant who was denied credit was in
fact creditworthy. Thus, credit history problenis and excessive debt
levels relative to income  reasons most frequently cited for a credit
denial- are not available from the HMDA data.

17. Protestant requests that the Board conduct an on-site examina-
tion of Norwest Mortgage i light of its contentions relating 1o
Norwest Morlgage’s HMDA data. Protestant also alleges on the basis
of these data that Norwest Mortgage may “steer” minotity borrowets
to less desirable government sponsored mortgage loan programs in
the Lubbock markel, The Bowd notes that advising applicants of
dilterent loan programs, including government-sponsored lending pro-
prams, is not illegal as long as this advice is not provided on a basis
prohibited by law, such as race or national origin. Norwest denies that
its lending activities violate tair lending laws and states that the type
and size of the loans made by Norwest Mortgage to minorities in the
Lubbock market reflect loan demand by these borrowers, In particular,
Norwest maintains that government-sponsored mortgage loan pro-
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Record of Performance in Texas, Norwest has a satisfac-
tory record ol CRA perlormance in Texas, All of ity
[4 subsidiary Texas banks have received cither an “out-
standing” or “satislactory” rating from their primary led-
cral supervisor at their most recent examination for CRA
performance. In the metropolitan arcas discussed in Protes-
tant’s comments, Norwest ‘Texas received a “satistactory”
rating as previously noted, and Norwest Bank Texas San
Antonio, N A, Texas (“Norwest San Antonio™), received
a “satisfactory” rating for C'RA performance from the
OCC as of October 4, 199318

Fxaminers conducted a fair leading review of Norwest
Texas, including a comparison of the loan files of all
Hispanic applicants denicd HMDA-reported loans in 1994
with the loan files of nonminority individuals whose appli-
cattons were approved for loans. ‘The examination found
no cvidence of discrimination or disparate treatment of
Hispanic applicants or ol practices intended to discourage
individuals from applying for credit. The bank’s policics,
procedures, and training programs were found to be ade-
quate to ensure that emiployees do not illegally discourage
or pre-screen applicants.'” Norwest Texas also performed a
second review of all applications before denial to ensure
that all appticants were treated fairly, Examiners also found
that Norwest Texas solicited credit applications from resi-
dents of all segments of its community, including low- and
moderate-income arcas. ‘The bank participated in a local
television program that provided information to the Tis-
panic comuunity concerning available banking products
and services, employs Spanish speaking employees to pro-

grams present several adviunages, including lower interest rates and
down payment requirements, for botrowers whose overall financial
condition may not weet the underwiiting criteria for conventional
financing, Morcover, the record indicates that Norwest has in place
procedures Tor compliance with Tair lending laws that extend through-
out the mortgage operations of Norwest and include Tair lending
training of all cmployees who have contact with customers, a second
review ol all applications denicd on initial review, and a guoarterly
analysis of HMDA data in all markets. Other Norwest divistons, such
as Norwest Audit Services, conduct comparable analyses of sclected
toan files. See Norwest Corporation, 82 'ederal Reserve Bulletin
. (1990) (Ovder dated May 6, 1996), Based on all the facts of
record, and for the reasons discussed above, the Board has concluded
that action on this application shoutd not be delayed in order to
conduct a special examination of Norwest Mortgage.

18. Norwest acquired Norwest San Antonio in August 1995, and did
not operate a bauk in San Antonio before this acquisition. Norwest
San Antonio has not been examined for CRA performance since its
acquisition by Norwest.

19, Protestant criticizes Norwest ‘Texas for the large percentage ol
its HMDA-reported loans (o Hispanices that were for home improve-
ments rather than for home purchases. Norwest replied that Norwest
banks typically do not originate conventional home purchase loans,
which are provided by Norwest Mortgage. The Board notes that the
CRA does not 1equire a bank to use specific lending products or
services to meet the credit needs ol its community. Rather, thie Board
has recognized the importance of allowing buanks to tocus their lend-
ing eftorts on particular community needs in meeting their responsibil-
ities under the CRAL See, ¢.g., Dominion Bancshares Corporation,
72 Federal Reserve Bulletin 787 (1986); C&S/Sovran Corporation!
Avantor Financial Corporation, 76 Federal Reserve Bulletin 779
(1990).



072  Federal Reserve Bulletin U July 1996

vide translations for customers, and uses Spanish language
home mortgage counscling books from the Federal Na-
tional Mortgage Association.

Norwest Texas, and Norwest's other subsidiary banks in
Texas, employ Norwest’s annuwal CMI plannmg process.
Under the CMI, Norwest Texas has established a Commu-
nity Advisory Board (“"CAB™), composed of persons with
interests reflecting a cross section of Lubbock and San
Angelo, Texas, to assist in ascertaining credit needs. estab-
lishing products and programs to address those needs, and
assessing the eftectiveness of the bank’s programs in pene-
trating all segments of the community. Based on the results
ol the CAB program and demographic data, Norwest Tex-
as’s management and its board of directors develop formal
written plans for cach delincated community. As part of
this program, the bank makes loans available under Nor-
west's CHOP initiative for low- and  moderate-income
buyers purchasing their first home.” The bank also com-
mitted $2 million in May 1995 [or new home construction
in Chatman Hill, a low- and moderate-income arca.

In addition to programs developed under CMIL Norwest
Texas commilted $25.000 1o the Community Housing Re-
sources Board to provide down payment and closing cost
assistance for home loan applicants and to provide lever-

age for the program’s grant application to the City of

Lubbock. Norwest Texas also has committed Tunds to
support the rehabilitation of small businesses in downtown
Lubbock and the relocation of businesses displaced by
local freeway construction.

As noted, Union Bank received a “satistactory™ CRA
performance rating at its most recent examination by the
OCC. The examination of Union Bank also found no
cvidence of discrimination or other illegal credit practices
or practices that would discourage applications for eredit,
and found that Union Bavnk’s policies, procedures, and
training programs adequately addressed compliance with
fair lending laws.”t Morcover, Norwest's CRA-related pol-
icies and programs would be implemented at Union Bank
on consunumation of this proposal.*”

Conclusion on Convenience and Needs Factor. As dis-
cussed above, the Board has carefully reviewed the rele-
vant CRA cexamination information, the programs imple-
mented by the relevant institutions, the policies in place to
ensure fair lending, relevant HMDA and other lending
data, comments and concerns raised by Protestants, and
other facts of recovd in its consideration of the eftfect of this
transaction on the convenience and needs of the commu-
nity. Based on this review, the Board concludes that conve-

20. Thus program was introduced in June 1994, As of the date of the
CRA cxamination i June 1995, Norwest ‘Fexas had committed
$10 million to the program and had funded 27 loans for $782,000.

21 Examiners noted technical fair lending law violations that were
not considered to aflect the substance ol the bank’s credit granting
process.

22, Examuuers guestioned the Tack of sophisticated  information
management systems at Union Bank to geocode lending information.
Norwest would tmplement its information management systems at
Union Bank on consunimation of this proposal.

nience and needs considerations, including Norwest's
record of performance and its plans for operating Union
Bank, are consistent with approval of this application.*

Conclusion

Based on the foregoing and all other facts of record,
including all the commitments made by Norwest in con-
nection with this proposal, the Board has determined that
the application should be, and hereby is, approved.** The
Board's approval is cxpressly conditioned on compliance

23, Protestant also maintains that the monthly fee charged for
Norwest's Instant Cash and Check ATM card and for providing,
caneelled checks with monthly account statements bave a dispropor-
tionate impact on low- and moderate-income and senior citizens. In
addition, Protestant contends that Norwest Minnesota charges exces-
stve fees for checks 1cturned for nonsullicient funds (“NSE checks™)
and does not mike overdraft protection readily available, thereby
discouraging individuals with lower incomes and senior citizens, who
may be moie likely (o write NSE checks, from maintaining bank
accounts. These comueats, however, provide an incomplete picture.
The Instant Cash and Check ATM card 18 a specialized AUM card that
permits a customer to purchase goods from any merchant accepting a
VISA credit card. Norwest also oflers the Instant Cash ATM card for
transactions at a Norwest ATM for no fee in most states and a nominal
tee i some markets. [n addition, Norwest offers special checking
accounts with no minimum deposit or fees, and has oftered customers
the free option of having a printed statement that displays reduced
photocopies of 15 checks on a single pape. Overdraft protection is
also offered 1o all Norwest checking account customers based on
underwriting criteria simdlar to that used for other unsecured exten-
sions of credit.

Maoreover, while the Board has recognized that banks hetp serve the
banking needs of their communities by making available basic bank-
ing services al a nominal or no charge, the CRA does not require that
banks limit the fees charged for services. The record indicates that
Norwest has an established record of providing a full range ol banking
services i its delineated communities, included substantial lending
services, and ollers access to a Jull range of retail banking scrvices
through various accounts. ‘The record does not support the conclusion
that the fees charged by Norwest Tor checking accounts or other
serviees are based in any way on a factor prohibited by law or that the
manner of disclosing these fees violates applicable regulations, as
alleged by Protestant.

24. Protestant requested that the Board hold a public hearing or
public meeting to permiit its members and other members of the public
to ask questions directly of Norwest and Union ‘Fexas, Scection 3(b) ol
the BHC Act does not require the Board to hold a public hearing or
meeting on an application unless the appropriate supervisory authority
tor the bank to be acquired makes a tmely written iccommendation of
denial of the application. In this case, neither the OCC nor any
appropriate state supervisory authority has recommended denial,

Under the Board’s rules, the Board may, in its discretion, hold a
public hearing or meeting on an application (o clarify factual issues
related to the application and to provide an opportunity {or testimony,
it appropriate. 12 C.HR. 262.3(¢) and 262.25(d). The Board has
carefully considered Protestant’s request in dight ol all the facts of
record. Protestant has had ample opportunity to submit its views and
has, in Tact, submitted substantial matertals that have been considered
by the Board in acting on the application. Protestant does not indicate
what, it any, additional views would be expressed at a public hearing
or meeting, or why its writlen submission does not adequately present
the views of its members. Based on all the facts of record, the Board
has determined that public or private hearings or weetings e not
necessary to clarify the factual record or otherwise warranted in this
case, and, accordingly, the request for public hearings or meetings on
the applications are denied.



by Norwest with all the comtitinents made in connection
with this proposal and with the conditions relerred to in
this order. For purposes of this action, the commitments
and conditions relicd on by the Board in reaching this
decision are deemed o be conditions imposed in writing
and, ws such, may be enforced in proceedings under appli-
cable law,

This proposal shall not be consummated before the (if-
teenth calendar day following the cllective date of this
order or later than three months Tollowing the effective date
of this order, unless such period is extended for good cause
by the Board or by the Federal Reserve Bank ol Minne-
apolis, acting pursuant to delegated authority.

By order of the Board of Governors, cffective May 29,
1996,

Voting for this action: Chairman Pro Tempore Greenspan and
Governors Kelley, Lindscy, Phillips, and Yellen,

WILLIAM W, WILLS
Secretary of the Board

Orders Issued Under Section 4 of the Bank Holding
Company Act

BNCCORP, INC.
Bismarck, North Dakota

Order Approving o Notice (o Ingage in Certain
Management Consulting and Conmercial Finance
Activities

BNCCORP, INC'., Bismarck, North Dakota (“BNC™), a
bank holding company within the nicaning of” the Bank
Holding Company Act (“BHC Act”), has applied for
Board approval under scction 4(ci(&) of the BHC Act
(12 US.Co§ 1843(0)®)) and section 225.23 of Regula-
tion Y (12 C.FR. 225.23) (o acquire substantially all the
assets of Cambridge Bank Professionals, 1LC, St Cloud,
Minnesota (“Cambridge™), through a newly formed and
wholly owned subsidiary, BNC Financial Corporation, St.
Cloud, Minnesota (“BNC Financial”), Cambridge pro-
poses to provide management consulting services to nonaf-
filiated finuncial institutions as permitted by Regulation Y.
In additon, BNC proposes that BNC' Financial engage
de novo in commercial finance activities.

Notice of the proposal, altording interested persons an
opportanity to submit comments, has been published
(01 Federal Register 10,581 and 15,945 (1996)). The time
for filing comments has expired, and the Board has consid-
cered the notice and all comments reccived in light of the
factors sct forth in scetion 4(¢)(8) of the BHC Act.

BNC, with $240.4 million in total consolidated assets,
controls bank subsidiarics in North Dakota and Minne-
sota.! BNC also engages direetly and through subsidiaries
in a varicty of permissible nonbanking activities.

1. /\:s'scl data are as ol December 31, 1993,

Legal Developments 673

Section He)B) of the BHC Act provides that @ bank
holding company may engage, with Board approval, in any
activity that the Board determines to be “so closely related
1o banking or managing or controlling banks as o be a
proper incident thereto.” The Board previously has deter-
mined by regulation that engaging in commercial finance
and providing management consulting services to unafliti-
ated banks and non-bank depository institutions are activi-
ties that are closely related 1o banking and permissible for
bank holding companics under seetion 4(c)(8) of the BHC
Act.? BNC has committed that BNC Financial will conduct
these activities in accordance with the fimitations imposed
by the Board’s regulations,

In connection with its conuercial finance activitics,
BNC Financial proposes (o acquire debt at a discount {rom
its stated principal amount, including bank foans or other
debt in defaalt at the time ol acquisition, Tn some cases,
BNC Financial would take an active role i restructuring
the defaulted debt, including participating on creditors’
committees. In other cases, BNC Financial would sell the
debt and refated collateral to independent third partics
shortly after acquisition.

The Board previously has determined by order that the
acquisition of debt in default is an activity that is closely
related to banking. ' BNC has committed to engage in this
activity subject 1o the limitations and conditions retied
upon by the Board in Norwest. In particular, BNC' Finan-
cial will divest any shares or assets seeuring debt in default
within the time period set out for the divestiture of shares
acquired in satisfaction of a debt-previously-contracted
(“DPC”Y inthe BHC Act unless such shares or assets are a
permissible investment for a bank holding company.  BNC
has stated that BNC Financial will not purchase equity of
obligors ol criticized debt acquired by BNC Financial
(other than equity that may be collateral for such debt) and
will stand only in the position of a creditor. BNC afso has
committed that BNC Financial will not acquire criticized
assets or defaulted debt from its aftiliated banks, and will
not acquire debt in default that is secured by shares of
banks or bank holding companics.

In order to approve this notice, the Board must consider
whether the activities proposed “‘can reasonably be ex-
pected 1o produce benelits 1o the public, such as greater
convenienee, mercased competition, or gains in cefliciency,
that outweigh possible adverse effects, such as undue con-

2,12 CLER, 225.25(b)( 1) and (1 1). Neither BNC nor its subsidiaries
would own or control, directly or indirectly, any cquity sccuritics in
institutions to which BNC Financial provides management consulting
services.

3. Norwest Corporation, 81 Federal Reserve Bulletin 1128 (1995)
C‘Norwest™).

4. Under the BHC Act, a bank holding company must divest any
shares or assets acquired in satistaction of DPC within two ycars ol
the date that the shares or assets were acquired. See 12 U.8.C
§ 1843(c)2); 12 CHWRL 225.22(¢)(1). For this purpose, BNC has
comuitted that it will consider shares or assets acquired in satisfaction
ol defaulted debt to have been acquired on the date that the debt is
acquired. BNC also mnay apply lor three one-year extensions 1o the
divestitute period. See 12 CLERL 22522(c)(1).
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centration of resources, decreased or untair competition,
conflicts of interest, or unsound banking practices.”s As
part of its evaluation of these factors, the Board considers
the financial condition and managerial resources ot the
notificant and its subsidiaries and the effect of the proposed

transaction on these resources.® Based on all the facts of

the record, including relevant reports ol examination, the
Board has concluded that financial and manageria! consid-
erations arc consistent with approval of this proposal.

The Board expects that the proposal that BNC Financial
engage de novo in commercial finance activitics would
result in greater competition in the market for these ser-
vices and an increase in funding available to lenders as
credit is purchased by BNC Financial. The Board also
expects that the proposed management consulting activities
would produce cfficiencies and economics of scale for
BNC and would thercby permit BNC to provide more
ellective consulting services 1o financial institutions, In
sum, the proposal should result in greater convenience for
BNC’s customers and in the availability of o wider range
of services in the marketplace.

To address any potential adverse impact from its perfor-
mance of the proposed activities, BNC has commitied to
conduct the activities pursuant to conditions the Board
previously has found satistactory to mitigate potential ad-
verse effects.” Inaddition, there is no cvidence in the
record 1o indicate that the acquisition of Cambridge and the
conduct of the proposed activitics would result in any
undue concentration of resources or decreased or unfair
competition, because the activities involve a market with
many competitors and no significant barriers (0 entry.
Accordingly, the Board has concluded that the perfor-
mance of the proposed activitics by BNC Financial can
reasonably be expected to produce public bencefits that
outweigh possible adverse effects under the proper incident
to banking standard of scction 4(¢)(8) of the BHC Act,

Based on the foregoing and atl the facts of record, the
Board has determined that the notice should be, and hereby
is, approved. Approval of this notice is specifically condi-
tioned on compliance by BNC with the commitments made
in connection with this notice. The Board’s determination
also is subject 1o all the terms and conditions set forth in
Regulation Y, including those in sections 225.7 and
225.23(b) (12 C.ER, 225.27 and 225.23(b)). and to the
Board’s authority o require such modification or termina-

tion of the activitics of a bank holding company or any of

its subsidiaries as the Board finds necessary to ensure
compliance with, and to prevent evasion of, the provisions
of the BHC Act and the Board’s regulations and orders
thereunder. For purposes of this transaction, the commit-
ments and conditions 1o which BNC has agreed shall be
deemed to be conditions imposed in writing by the Board
in connection with its findings and decision, and, as such,
may be enforced in proceedings under applicable law.

TS I2USC S 18430,
6. See 12 CEFR, 22524,
7. See Norvwest Order at 1129, 1,12,

These activities shall not be commenced later than three
months after the ceffective date ol this order, unless such
period is extended for good cause by the Board or, pursuant
to delegated authority, by the Federal Reserve Bank of
Minncapolis.

By order of the Board of Governors, ceffective May 1,
1996.

Voting for this action: Chairman Pro Tempore Greenspan and
Governors Kelley, Phillips, and Yellen, Absent and not voting: Gover-
nor Lindsey.

JENNIFER I, JOHNSON
Deputy Secretary of the Board

Cardinal Bancshares, Inc.
Lexington, Kentucky

Order Approving « Notice to Engage in Certain Data
Processing Activitics

Cardinal Bancshares, Inc., Lexington, Kentucky (“Cardi-
nal’), a bank holding company within the meaning of the
Bank Holding Company Act (*“BHC Act”), has applicd for
the Board’s approval under section 4(¢)(8) of the BHC Act
(12 U.S.C. § 1843(c)(R)) and scction 225.23 of the Board’s
Regulation 'Y (12 C.ILR. 225.23), for its wholly owned
thrift subsidiary, Security First Network Bank, Pineville,
Kentucky (“SENB”), to acquire Five Paces Software, Inc.,
Atlanta, Georgia (“Five Paces”), and thereby engage na-
tionwide in data processing activitics refated to providing
banking and financial services over the Internct.! SFNB
proposes to acquire all the voting shares of Five Paces.?
Notice of this proposal, affording interested persons an
opportunity to submit comments, has been published
(60 Federal Register 39,739 (1995)). The time for filing
comments has expired, and the Board has considered the

1. SENB received approval trom the Oftice of ‘Thrift Supervision
(*OTS”) of a proposal to provide electronic banking services to its
custoniers over the Internet. See Oftice of "Thrift Supervision, Order
No. 95 88 (May 8, 1995). The Board believes that the provision of
computer banking services by SENB to its custotuers over the Infernct
in accordance with the authority granted by the OTS, and as specili-
cally described in this proposal, is consistent with Cardinal’s existing
authority under the BHC Act and Regulation Y to operate a savings
association, See 12 CLER. 225.25(b)(Y). SENB also operates as
traditional thrift institution at its home oflice in Pineville, Kentucky.

2. SENB will acquire Five Paces through the merger of Five Paces
with and into SENB's wholly owned subsidiary, Fquitable Service
Corporation, Pineville, Kentucky, which thercafter will use Five
Paces’s name. SFNB has commiitted to increase the number of meni-
bers of the board of directors of Five Paces to ensuce that SENB will
control the election of a majority ol that board. The (IS has approved
the acquisition ol Five Paces by SENR. See Letter dated May 17,
1996, from Ronald N. Karr, Regional Director, OTS, to Stuart G.
Stein, Fisg. Five Paces, which is cuniently owned by various stockhold-
ers and employees of SceureWare, e, Atlamta, Georgia (““Secure-
Ware”). developed the software used by SENB to offer its Internet
banking services. At present, SENB s the only institution using
software developed by Five Paces to permit the exccution of tradi-
tional banking transactions over the luternet,



proposal and all comments received in light of the factors
set {orth in section 4(¢)(8) of the BHC Act.

Cardinal, with approximately $675 million in total con-
solidated assets, is the 16th largest commercial banking
organization in Kentucky, controlling deposits of approxi-
mately $570.7 million.* Cardinal controls two subsidiary
banks and two thrifts in Kentucky.

Description of Proposed Activities

Five Paces would provide data processing and data trans-
mission services o anadtitiated financial institutions 1o
assist these institutions in oflering banking and financial
services to their customers over the Internet Five Paces
engages in the design and development ol computer-based
delivery systems for banking services that permit custom-
ers of any financial wstitution to conduct banking transac-
tions with, and purchase banking products and services
from, the institution over the Internet.’ Five Paces also
provides marketing and technical support (including cus-
tomization and installation scrvices). Vive Paces also ex-
pects to develop additional data processing and transmis-
sion services that would allow customers ol financial
institutions 1o obtain clectronic access to their accounts
through alternative telecomunications channels, such as
computer modems counected to public telephone lines.

Closely Related to Banking Analysis

Section 4cH8) of the BHC Act provides that a bank
holding company may, with Board approval, engage in any
activity that the Board determines to be “so closely related
to banking or managing or controlling banks as to be a
proper incident thereto.”’* The Board has determined that
certain data processing activities are closely related to
banking and, therefore, permissible for bank holding com-
panies under section 4(c)(8) of the BHC Act. In particular,
section 225.25(b)(7) ot Regulation Y permits bank holding
companies to provide data processing and transmission
services, facilities (including software), data bases, or ac-

cess o such services, facilities, or data bases by any
technological means, as long as the data to be processed or
furnished are “financial, banking, or cconomic’™ in natare.’

3. Asset data are as of March 31, 1996, Deposit data aie as of
December 3, 1995,

4, For purposes ol this order, a financial mstitution memis o bank, o
bitk holding company, a thrttt inshitution, a thrift holding company,
and any subsidiary of any of these compames.

5. These services nctude opening checkmg, money market and
certificate of deposit accounts; transterring funds between accounts;
viewing and reconcilng checking account registers; and paying bills.

6. 12 U808 1843(c)n8).

7. 12 CER 225.25(0)7). Regulation Y requires that data pro-
cessing services be provided pursuant o a written agreement, and
places certain limitations on the facilities and hmdware provided with
the data processing scivices. In particulas, the facilities must be
designed, marketed, and operated for the processing and transmission
of financial, banking, or cconomic datiy; hardware must be provided
only in conjunction with permissible software; and general purpose
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Regulation Y also provides that bank holding companics
may engage in incideatal activities that are necessiry to
carty on an activity that is closely refated to banking 8

All of Five Paces’s data processing and transiission
activities are provided in conuection with transactions in
accounts maintained by a financial institution. The data
involve the type of “financial, banking, or cconomic™
information contempiated by Regulation Y. Under Regula
tion Y, it bank holding company may provide permissible
data processing and transmission services by any techno-
logical miecans. The Board previously has concluded that
the development, production, and sate of software that
allows a customer to conduct banking transactions using,
personal computers is closely related to banking, and en-
compassed  within (he activities permissible under the
Board’s data processing regulation ' Thus, it is within the
scope of Regulation Y for a bank holding company to
design, develop, and market products o process and trans-
mit financial, banking, or cconomic data through the Inter-
net between customers and financial institutions. Based on
these and all the Tacts of record, the Board concludes that
the activities proposed by Five Paces are permissible data
processing and transmission services and are closely re-
lated to banking within the meaning of the BHC Act.

Proper Incident to Banking Analysis

In order to approve this proposal, the Board also must
determine that the proposed uctivities are a proper incident
to banking, that is. that the proposal “can rcasonably be
expected to produce benelits 10 the public, such as greater
convenience, increased competition, or pains in efficiency,
that outweigh possible adverse effeets, such as undue con-
centration of resources, decreased or unfaie competition, or
unsound banking practices.” !

As part of its review of these factors, the Board consid-
ers the financial and managerial resources of the notilicant,
its subsidiaries, and the company to be acquired, and the
effect the transaction would have on those resources. '
Based on all the facts of record, the Board concludes that
financial and managerial considerations are consistent with
approval of this notice."* 'There is no evidence in the record

hardware must not constitute more than 30 percent of the cost of any
packaged offering, fd. Five Paces has committed to comply with these
linntations,

& See 12 CHR. 225 21a)2)

9. Prior to commencing anty new activity not described i the notiee,
Live Paces must consalt with the Federal Reserve Systent e order to
cnsure that the activity widl satisty the criteria set forth o the BHC
Act and Regulation Y, and to give the Federal Reserve Systenn an
opportunity 1o consider whether asepatate notice would be required.

L0 See, e, Citicorp, 72 Federal Reserve Bulletin 497 ¢1986); and
The Royal Bank of Canada, 82 Federal Reserve Bulletin 363 (1996).

TL120U.8.008 18430 )8).

12 See 12CER, 22524, See also The Faji Bank, Linted, 15
Federal Reserve Budlerin 94 (1989); Baverische Vercinshank AG, 73
foederal Reserve Bidlerin 155 (1987,

13, In connection with the acquisition ot Five Paces, Carchmal
propuoses 1o dividend ownership of SENB 1o Cardinal’s sharcholders.
A number of Cardinal’s management oflictals will continue to serve as
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to indicate that this proposal would produce any other
significant adverse elfects, such as decreased or unfair
conipetition, widue concentration of resources, or conflicts
of interests. '

The Board has carefully considered the possibility that,
by helping to make banking services available over the
Internet, which is @ non-proprictary  computer network
accessible by users worldwide, the activities ol Five Paces
could expose linancial institutions, their customers, infor-
mation, and transactions 1o clectronic interception, interfer-
ence, ot raud. The software developed by Five Paces uses
cryptography to attempt to maintain the privacy of transac-
tions, and various sceurity measures designed to protect the
underlying data.

The Board recognizes that neither the software devel-
oped by Five Paces nor any other software product or
seeurity systenm can provide absolute protection against
these risks. The nature of these risks is not diflerent,
however, from those 1o which more traditional banking
operations are exposed i other forms. The Board also
expecets banking organizations considering whether to pro-
vide services over the Internet to analyze carcfully the
associated risks, and to evaluate carcfully whether those
risks arc consistent with their policies relating to the secu-
rity ol customer information and other data.™ The Board
belicves that such analyses and evaluations would mitigate
the risk that conducting banking transactions over the
Internet would result in unsound banking practices.'®

The Board expects that the acquisition of Five Paces by
SENB would enhance consumer convenience by expand-
ing the availability of clectronic banking services and by
making those services available in new ways. In particular,
custoners would be able to conduct banking and financial

directors and ofticers of SENB and hold a substantial amount o SENB
voung shares. Cardinal has submitted a plan that, within 120 days ot
the spin-ofl, would climiuate all management and director interlocks
between Candinal and SENB, raise additional capital for SENB, and
reduce the overlapping ownership between Cardinal and SENB. Upon
fulfilment of thus plan, Cardinal would no longer be decmed to
conttol SENB - for purposes ot the BHC Act. See 12 US.C
§ 184 1()(3); 12 CLER, 225,32 and 225.139,

14, Cardmal has comnutted that Five Paces will not use o disclose
o any person any confidential information concerning hnancial insti-
tution clients ol Five Paces or customets of these inancial institutions
without the express consent of the client. “The Board also notes that
SecureWare is an “affiliate” of SINB within the meaning, of sece-
tions 23A and 238 of the Federal Reseive Act, and, theretore, that
transactions between SecureWare and SENB or Five Paces wonld be
subject o the limitations established by those statules.

15, The Bomd also expects (inancial institutions, as pat ol this
evaluation, to implement any modifications to their information secu-

in light of the nisks associated with nternet-based services.,

16, Cardinal, SENB, and Five Paces have committed that they will
not tepresent that the Board's approval of this notice constitutes an
endorsement of Five Paces’s products or serviees by the Board, the
Federal Reseive System, or any Federal Reseive Bank. Cardinal,
SENB, and Five Paces will not indicate in any of (herr markeung
ellots or materials, cither oral or wettten, that the Federal Reserve
Syster or iy pant thereol” assures or has approved or endorsed the
secutity, functionality, or cllectiveness ol products or services ollered
by ive Paces,

fransactions using personal computers without visiting a
bank branch and without the bauk establishing a separate
proprictary computer netwark, The aftiliation of Five Paces
with financial institutions also would allow Five Paces to
draw on the expertise of financial institutions in developing
products and services that would best meet the needs of
financial institutions, In addition, the proposcd transaction
and resulting capital infusion would cnable Five Paces to
develop additional products and services, which would
benelit potential customers and increase competition.

Based on all the facts of record, the Board has deter-
mined that the bafance of the pubfic interest factors it is
required to consider under the proper incident 1o banking
standard of section 4(¢)(8) of the BHC Act is fuvorable and
consistent with approval of this notice.

Conclusion

Based on all the facts of record, the Board has determined
that this proposal should be, and hereby is, approved. The
Board’s approval is specifically conditioned on compliance
with the commitments made in connection with this notice
and with the conditions referred (o in this order. The
Board’s determination also is subject to all the conditions
set forth in Regulation Y, including those in sections 225.7
and 225.23(e)3) (12 C.ER. 225.7 and 225.23(2)(3)), and
to the Board’s authority to require such modification or
fermination of the activities of a bank holding company or
any of its subsidiaries as the Board finds necessary 1o
ensure compliance with and to prevent evasion ol the
provisions of the BHC Act and the Board’s regulations and
orders issued thereunder. Tor purposes of this action, these
conditions and commitments are deemed 1o be conditions
imposcd in writing by the Board in connection with its
findings and decision and, as sucl, may be enforced in
proceedings under applicable law.

This transaction shall not be consummated later than
three months after the cffective date ol this order, unless
such period is extended for good cause by the Board or by
the Federal Reserve Bank of Cleveland, acting pursuant to
delegated authority.

By order of the Board of Governors, cffective May 21,

1996.

Voting for this action: Chairman Pro Tempore Greenspan and
Governors Kelley, Phillips, and Yellen, Absent and not voting: Gover-
nor Lindsey.

JENNIFER 1. JOIHINSON
Deputy Secretary of the Board

Dresdner Bank AG

Frankfurt, Germany

Ovrder Approving Acquisition of Nonbanking Companics
Dresdner Bank AG, Frankfurt, Germany (“‘Notificant™), a

foreign banking organization subject 1o the provisions of
the Bank Holding Company Act (“BHC Act”), has re-



quested Board approval under section 4(cX(8) of the BHIC
Act (12 US.C.§ [843(c)(8)) and scetion 225.23 of the
Board’s Regulation Y (12 C.1ER. 225.23) 1o acquire all the
voling interests in RCM Capital Management, California
Limited Partnership ("RCM Management™), and thereby
engage in providing investment and financial advisory
services under section 225.25(b)(4) of Regulation Y
(12 C.ER. 225.25(b)(4)), and RCM Capital Trust Com-
pany (“RCM Trust’), both of San Francisco, Calilornia,
and thereby engage in performing functions or activitics
that may be performed by a trust company under section
225.25(h)3) of Regulation Y (12 CLILR. 225.25(b)(3)).!
Notificant also proposes to engage through RCM Manage-
ment in providing administrative services to closed-end
investiment companics and open- end investment compa-
nics (Cmutual funds”), including mutual funds that are
sold primarily to custoniers of RCM Management or Noti-
ficant (**proprictary mutual funds™).”

Notice ol this proposal, alfording interested persons an
opportunity to submit comments, has been published
(61 Federal Register 7004 (1996)). The time for filing
coments has expired, and the Board has considered the
notice and all comments received in light of the factors sct
forth in section 4(c)}(8) of the BHC Act.

Notificant, with total consolidated assets ol approxi-
miately $338 billion, ' operates branches in New York, New
York, and Chicago, Winois, and an agency in Los Anpeles,
California.* In addition 1o these banking operations, Notifi-
cant owns several nonbanking subsidiaries in the United
States, including Dresdner Sccurities (USA) Inc., New
York, New York (“DSI™), and Oceschle International Advi-
sors, 1P, Boston, Massachusetts, both of which engage in
investinent advisory activities in the United States, RCM
Management, with total assets of $45.1 million, provides
investment advice (o corporations, Toundations, pension
funds, high-net-worth individuals and tvestment compa-
nics,” RCM "Trust, with total asscts ol $1.8 million, is a

limited purpose trust company organized under the taws of

California.

ROCM Management is an investment adviser registered
with the Securities and Exchange Commission (“SEC”)
under the Investment Advisers Act of 1940 (15 ULS.C.
§ 80b-1 ef seq.). Accordingly, RCM Managenient is sub-

I. Notilicant would acquire RCM Management and RCM Trust
through o wholly owned limited liability company, RCM Capital
Manageinent LL.CO C'ROM Capital”). After consummation ol the
proposal, RCM Management would be dissolved and succeeded by
RCM Capital and ROM "Prust would beconte a wholly owned subsid-
iary of RCM Capital. For purposes ol this order, "RCM Manage-
ment” refers to RCM Management and RCM Capital, as successor to
ROC'M Management.

2. A list of the proposed administrative serviees is included in the
Appendix.

A0 AN asset data are as ol December 31, 1995, and use exchange
rates then in effect.

4. Notificant’s  wholly — owned  subsidiary, — Deutsch-
Sucedamerikanische Bank AG, Hamburg, Gennany, also vpeiates an
ageney in Miami, Florida,

5. ROM Management had approximately $26 billion in assets under
managentent as of December 31, 1995,
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jeet to the recordkeeping and reporting obligations, fidu-
ciary standards, and other requirements of the Investment
Advisers Act and the SEC,

As noted above, the Board previousty has determined by
regulation that the proposed investment advisory activities
ol RCM Management and the proposed trust activities of
ROCM 'Trust are closely related to banking for purposes of
the BHC Act.® Notificant has agreed to conduct these
activities in accordance with the limitations set forth in
Regulation Y.

Notificant also has requested Board approval to provide
administrative services to closed-cnd funds and mutual
(unds. including proprictary mutual funds. The administra-
tive services that RCM Management would provide in-
clude computing the fund’s performance data, coordinating
communications and activitics between the imvestent ad-
viser and other service providers, accounting and record-
keeping, providing oflice Facilities and clerical support (or
the fund, preparing and filing tax returns and repulatory
reports for the fund, and providing telephone sharcholder
services through a toll-free number.’ The Board previously
has determined that these activities are closcly related to
banking.® The Board also has determined that, subject to
the prudential and other limitations established by the
Board in prior orders, Notificant’s proposed administration
activities for mutual funds are not prohibited by the Glass-
Steagall Act (12 U.S.CL§ § 2214 and 377).° Notilicant has

0. See 12 C.ER.225.25(0)(3), (0)(4). The Board has by regulation
authorized bank holding companices to sponsor, organize, and manage
closed-end investment companies. See rd. at 225.25(b)(4)i). A
clased-cnd invesimient company that is controlled by a bank holding
company must conlomm its activities to the requirements ol seetion 4
of the BUHC Act. Accordingly, Notificant has committed that, if it
controls any closed-end fund, it witl limit such fund’s investients to
less than 5 percent of the voting shares of any issuer.

7. Notificant has conunitted that telephone service operators will not
solicit callers to purchase shures in particular mudual tunds and that
substantive guestions about mutual fund performance or strategics
will be referred to specitic mutual fund distributors or investient
advisors. See The Chase Manhattan Corporation, 81 Federal Reserve
Butletin 883 (1995) (*Chase”).

8. See Chuse; Mellon Bank Corporation, 19 Federal Reserve Bulle-
tin 626 (1993) (“Mellon™).

9. See Barclays PLC, 82 Pederal Reserve Bulletin 158 (1996)
(“Barclays™); Mellon. Notiticant has committed that the distributor of
the mutual funds will not be aftiliated with Notificant or RCM Man-
agement, and that neither Notificant nor RCM Management will be
involved m the distribution of mutual fund shares. RCM Management
will not engage in advertising on behalf of matual funds and will not
be involved i the preparation of a fund’s sales literature, except to
review such sates Bteature for the sole purpose of ensuring compli-
ance with all pertinent regulatory requirements. Notificant will have
no ofticer, director, or employee interlocks with any mutual fund that
is advised and aduiimstered by RCM Management, and the majority
ol the directors of any mutual fund administered by RCM Manage-
ment will consist ot disinterested individuals. In addition, RCM
Management will provide administrative services to a mutual fund
pursuant to a contract that requires that the contract be reviewed and
approved annually by the fund’s board of dircctors, and that permits
the fund’s board of directors to terminate the contract, without pen
alty, on 60 days’ notice. Notificant also will not acquire for its own
account more than 5 percent of the shares of any mutual fund for
which RCM Mauagement provides only administrative services.
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committed to conduct the proposed administration activi-
tics subject to the prudential and other limitations estab-
lished by the Board in Mellon and Barelays . \©

In order to approve this notice, the Board also must {ind
that the performance of the proposed activitics by Notifi-
cant ““can reasonably be expected to produce benefits to the
public . . . that outweigh possible adverse effects, such as
undue concentration of resources, decreased or unfair com-
petition, contlicts of interests, or unsound banking practic-
e8! As part of the Board’s evaluation of these factors,
the Board considers the financial and managerial resources
of the notificant and its subsidiaries and the efiect the
transaction would have on such resources.'? The Board
notes that Notificant’s capital ratios meet applicable risk-
based capital standards under the Basle Accord and are
equivalent to the capital levels that would be required of a
U.S. banking organization. Based on all the facts of record,
the Board concludes that financial and managerial consid-
crations are consistent with approval.

The Board expects that consummation of the proposal
can reasonably be expected to provide added convenience
and services to Notificant’s customers by offering them an
expanded range of investment products and management
expertise. Notificant also has stated that consummation of
the proposal would give RCM Management access o
Notificant’s worldwide customer base and contacts and
would increase RCM Management’s ability to compete in
the highly competitive market for investment advisory
services. In addition, the Board previously has determined
that the provision of administrative services to mutual
funds within the parameters established by the Board is not
likely to result in the types of subtle hazards at which the
Gilass—Steagaltl Act is aimed or in any other adverse effects.
There are numcrous providers of the proposed nonbanking
services, and there is no evidence in the record to indicate
that consumnmation of this proposal s likely to result in
significantly adverse cffects, such as undue concentration
of resources, decreased or unfair competition, conflicts of
interests, or unsound banking practices.'* Based on all the

10, Neither Notificant nor RCM Management will acquire shares of
any nutual fund to which Notiticant provides advisory services.
Notificant proposes that the profit-sharing plan for employees of RCM
Management and RCM Trast (“Plan”) be permitted to own up to
S percent of the shares of certain proprictary mutual funds that are
advised by RCM Management. RCM Management and RCM Trust
employees can direct that their contributions to the Plan be invested it
a variety of investment vehicles available through the Plan, including
the proprictary tunds. Based on the unique facts m this case and the
commitments provided by Notificant, the Board concludes that the
Plan’s limited proposed ownership inferest in the funds would not
enable Notificant to control these funds and is consistent with the
Glass—Steagall Act, the BHC Act and the Board’s interpretive rule
(12 C.KR. 225.125).

1112 US.Co§ 1843(c)(8).

12. See 12 C.EFR. 225.24; see also The Fuji Bank, Limited, 75
Federal Reserve Bulletin 94 (1989); Bayerische Vereinshank AG, 73
Federal Reserve Bulletin 155 (1987).

13, In considering the public interest tuctors in this case, the Board
has considered that Notificant, throngh DSI, engages in bank-
incligible securities activities in the United States pursuant to grandfa-

facts of record, the Board finds that the public benefits of
Notificant’s proposed activitics outweigh any adverse ef-
fects, and, therefore, that the activities are a proper incident
10 banking for purposes of section 4(¢)(8) of the BHC Act.

Based on the foregoing and all the fucts of record,
including the commitments discussed in this order and all
other commitments and representations made by Notificant
in connection with this notice, and subject to the terms and
conditions set forth in this order, the Board has determined
that the notice should be, and hereby is, approved. The
Board’s determination is subject to all the conditions sct
forth in Regulation Y, including those in sections 225.7 and
225.23(b)(3) and (b)(7) of Regulation Y (12 C.ER. 225.7
and 225.25(b)(3) and (b)(7)), and to the Board’s authority
to require 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 to
prevent evasion of, the provisions of the BHC Act and the
Board’s regulations and orders issued thereunder. The
Board’s decision is specifically conditioned on Notificant’s
compliance with the commitments and representations
made in connection with this notice, including the commit-
ments and conditions discussed in this order. The commit-
ments, representations, and conditions relied on in reaching
this decision shall be deemed to be conditions imposed in
writing by the Board in connection with its findings and
deciston and may be enforced in proceedings under appli-
cable law.

This transaction shall not be consummated later than
three months after the effective date of this order, unless
such period s extended for good cause by the Board or the
Federal Reserve Bank of New York, acting pursuant to
delegated authority.

By order of the Board ot Governors, effective May 30,
1996,

Voting for this action: Chairman Pro Tempore Greenspan and
Governors Kelley, Lindsey, Phillips, and Yellen.

WILLIAM W. WILES
Secretary of the Board

ther rights established by section 8(¢)(1) of the nternational Banking
Act of 1978 (12 US.C. § 3106(c)). Notticant, however, has commit-
ted that DSI and the operations of Notiticant authorized under section
4 of the BHC Act will remain completely separate and the companies
will not engage in any business with, or on behalt of, each other. In
furtherance of this commitment, and not in linvitation thereof, Notifi-
cant also has committed that there will be no director, oflicer or
employee interlocks of any kind between DSI and Notificant’s U.S.
subsidiaries authorized under section 4 of the BHC Act; there will be
no joint marketing efforts between DSI and Notificant’s subsidiaries
authorized under section 4 of the BHC Act; and DSI and Notificant’s
subsidiaries authorized under section 4 of the BHC' Act will not share
fees, profits or customer information with, will not make customer
referrals to, and will not engage in cross -marketing with, cach other.



Appendix
List of Administrative Services

(1) Mamtaining and preserving the records of the funds,
including {inancial and corporate records;

(2) Computing dividends, performance data and financial
information regarding the tunds;

(3) Furnishing statistical and research data;

(4) Preparing and filing with the SEC and state sccurities
regulators registration statements, notices, reports and other
material required to be filed under appticable taws;

(5) Preparing reports and other informational materials
regarding the funds including proxies and other share-
holder communications and reviewing prospectuses;

(6) Providing legal and regulatory advice to the fund in
connection with its other administrative functions;

(7) Providing oftice Tacilities and clerical support for the
funds;

(%) Developing and implementing procedures for monitor-
ing compliance with regulatory requirements and compli-
ance with the funds’ investinent objectives, policies, and
restrictions as established by the funds’ boards;

(9) Providing routine fund accounting services and liaison
with outside auditors;

(10) Preparing and filing 1ax returns;

(L) Reviewing and arranging {or payment of fund ex-
penses:

(12) Providing communication and coordination scrvices
with regard to the funds’ investment adviser, transfer agent,
custodian, distributor and other service organizations that
render recordkeeping or sharcholder communication ser-
vices;

(13) Reviewing and providing advice to the distributor and
the funds regarding sales lilerature and marketing plans to
assure regulatory compliance;

(14) Providing information to the distributor’s personnct
concerning fund performance and administration;

(15) Participating in seminars, mectings, and confercnces
designed to present information to brokers and investment
companics, but not in conncction with the sale of shares of
the funds to the public, concerning the operations of the
funds, including administrative services provided by RCM
Management to the funds;

(16) Assisting existing funds in the development of addi-
tional portfolios;

(17) Providing reports to the fund’s board with regard to its
activitics; and

(18) Providing telephone sharcholder services through a
toll-free number.

First Commerce Corporation
New Orleans, Louisiana

Order Approving Provision of Community Development
Activities

First Commerce Corporation, New Orleans, Louisiana
(“FCC™), a bank holding company under the Bank Hold-
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ing Company Act (“BHC Act”), has requested Board
approval under section 4(¢)(8) of the BHC Act (12 U.S.C.
§ 1843(c)8) and scction 225.23 of the Board’s Regula-
tion Y (12 C.IR. 225.23) to acquire a limited partnership
interest in 150 Baronue Street Limited Partnership, New
Orleans, Louisiana (“Limited Partnership’), and thercby
cngage in community development activities, These activi-
tics would be conducted pursuant to section 225.25(b)(6)
of the Board’s Regulation Y (12 CUIELR, 225.25(b)(0)).

Notice of the proposal, allording an opportunity for
interested persons to subniit conuments, has been published
(01 Federal Register 16,101 (1996)). The tune for filing
comments has cxpired, and the Board has considered the
notice and all comments received in light of the factors set
forth in section 4(¢)(8) of the BHC Act.

FCC, with consolidated assets of $8.5 billion, controls
six banks in Louisiana! FCC also engages in a number of
nonbanking activitics.

Limited Partnership has been formed (o develop an
office building in the historic section of the Central Busi-
niess District of New Orleans.? ‘The nearly vacant office
building would be converled nto a hotel complex. The
building 1s located in a low- and moderate-income arca that
is adjacent to a public housing project. The State of Louisi-
ana has designated this area as a “dillicult to develop”
Hnterprise Zone, which would provide investors with cer-
tain state tax benefits. !

The Board has recognized the benefit of allowing bank
holding companics to participate in community develop-
ment activitics based on their unique role in the community
and has adopted a regutation permitting bank holding com-
panics 1o make debt and cquity investnients in conunuity
developmet corporations or projects.t Regulation Y per-
mits bank holding companies 1o make equity and debt
investments in corporations or projects that promote com-
munity welfare, such as cconomic rehabilitation of low-
income arcas that provide housing, scrvices, or jobs for
residents.” The Board has permitted bank holding compa-
nies, directly or through a subsidiary, to invest in, and
provide financing to, entitics in a low- or moderate-income
area if those entities create long-tertn employment opportu-
nities, a majority of which (based on full-time cquivalent

1. Asset data are as of December 31, 1995,

2. FCC would invest $4.9 million as the ouly limited partner and
would provide $7.8 miilion of the $15 million construction financing,
through its subsidiary bank. One of the managmg members of Limited
Partnership’s general partner is o minority-owned company that would
serve as the developer and manager ol the property.

3. The building also has been designated as a Certitied listotic
Structure by the National Park Scrvice, thereby permitting the inves-
tors in the praject to qualily (or centain federal income investiment tax
credits,

4. 12 C.ER. 225.25(0)(6). See alser 12 C.ER, 225127 ("Bank hold-

rial resources making them particularly suited for a meaningful and
substantial role in remedying our social ills.”).
5. 12 C.ER. 225.25(b)(6).
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positions) will be filled by low- and moderate-income
persons.©

In this case, FCC has committed that at least @ majority
of the permanent full-time jobs at the hotel complex will be
filled by low- and moderate-income individuals. In addi-
tion, one of the members of Limited Partnership’s general
partner has commiitied to initiate a special program to train
wellare recipients residing in public housing projects for
employment in the hotel complex. A portion of the net
profits carned by the partnership also would be donated to
a nonprofit corporation that provides low-cost housing and
cmployment and businiess opportunitics to disadvantaged

residents of Orleans Parish.’ I light of all the facts of

record, including the commitments and representations
made by FCC, the proposed activities appear consistent
with the Board’s regulations and precedent and, therefore,
permissible Tor bank holding companies. Accordingly, the
Board concludes that the proposed investment in Limited
arinership is a community development activity permissi-
ble under scction 4(c)}R) of the BHC Act and scc-
tion 225.25(h)(0) of Regulation Y.

In order to approve the notice, the Board also is required
to determine that the performance of the proposed activi-
ties by FCC “can reasonably be expected to produce
benefits to the public, such as greater convenience, in-
creased competition, or gains in cfliciency, that outweigh

possible adverse cffects, such as undue concentration of
resourcees, decreased or unfair competition, conflicts of

interests, or unsound banking practices.” 12 US.C.
§ 1843(cH8).»

As part of its review of these factors, the Board has
considered the (inancial and managerial resources of FCC
and the eflect the transaction would have on those resourc-
es. Based on all the facts of record, the Board concludes
that financial and managerial considerations arc consistent
with approval,

Consummation ol this proposal can reasonably be ex-
pected to result in public benefits that owtweigh adverse
effects. The Board expects that the proposed project would
help to revitalize @ geographic arca in economic decline
and create improved job opportunities for low- and
moderate-income individuals. In addition, the Board ex-
pects that the proposed job training program and contribu-
tions to the nonprolit organization would create improved
job and other opportunities for low- and moderate-income
individuals, There is no evidence i the record to indicate
that consummation ol this proposal is likely to result in any
significantly adverse cffects, such as undue concentration

ol resources, decrcased or unfair competition, conflicts of

0. See 59 Federal Register 63,712 (1994) amending 12 C.FR.
225.127.

7. FCC estimates that the partnership would contribute approxi-
mately $372,000 over the next seven years with additional contribu-
tious after this period until the partnership is dissolved,

8 12 US.C§ 1843(cK8).

9, See 12 CHR. 22524, See also The Fuji Bank, Limited, 75
Federal Reserve Bulletin 94 (1989); Bayerische Vereinsbank, 73 FFed-
eral Reserve Bulletin 155 (1987).

interests, or unsound banking practices. Accordingly, the
Board has determined that the balance of public interest
factors it must consider under section 4(¢)(8) of the BHC
Act is favorable and consistent with approval.

Based on the foregoing and all the facts of record,
including the commitments made by FCC in connection
with this notice, the Board has determined that the notice
should be, and hereby s, approved. This determination
also is subject o all the conditions set forth in the Board’s
Regulation Y, including those in sections 225.7 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 subsidiarics as the Board
finds necessary to assure compliance with, or to prevent
evasion of, the provisions and purposes of the BHC Act
and the Board’s regulations and orders issued thercunder.
The Board’s approval of this proposal is specifically condi-
tioned on compliance by FCC and its subsidiaries with
these conditions and commitments which are conditions
imposed in writing by the Board in connection with its
findings and decision and may be enforeed in proceedings
under applicable law.

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, acting pursuant to
delegated authority.

By order of the Board of Governors, effective May 29,
1996.

Voting for this action: Chairman Pro ‘Tempore Greenspan and
Governors Kelley, Lindsey, Phillips, and Yellen.

WILLIAM W, WILES
Secretary of the Board

Huntington Bancshares Incorporated
Columbus, Ohio

Wachovia Corporation
Winston-Salem, North Carolina

Arca Bancshares Corporation
Owensboro, Kentucky

Order Approving Notices to Engage in Certain Data
Processing Activities

Huntington Bancshares Incorporated, Columbus, Ohio
(“Huntington™), Wachovia Corporation, Winston-Salem,
North Carolina (“Wachovia’), and Arca Bancshares Cor-
poration, Owenshoro, Kentucky (“Area’”) (collectively,
“BHC Investors™), bank holding companics within the
meaning of the Bank Holding Company Act (“BHC Act™),
cach have applicd lor the Board’s approval under sec-
tion 4(¢)(8) of the BHC Act (12 U.S.C. § 1843(c)(8)) and
section 22523 of the Board’s Regulation Y (12 C.ER.
225.23), to engage in data processing activities through



Five Paces Software, e, Atlanta, Georgia (“Five Pac-
¢s”").! As described more fully i the Board’s Order issued
today, the Board has approved the notice by Cardinal
Bancshares, Inc., Lexington, Kentueky (CCardinal”), for
its wholly owned thrilt subsidiary, Security First Network
Bank, Lexington, Kentucky (“SENB™), to acquire all the
voling shares of Five Paces.” Five Paces develops and sells
computer software and engages in other data processing
activities related to providing banking and financial ser-
vices over the Internet.

Notice of this proposal, affording interested persons an
opportunity o submit comments, has been published
(60 I'ederal Register 55,579, 55,580, and 55,582 (1995)).
The time for filing, comments has expired, and the Board
has considered the proposal and all comments received in
light of the factors set forth in section Hc)(8) of the BHC
Act.?

The BHC Investors propose to assist Five Paces i the
development of its products and services, in the develop-
ment of business strategics, and in its operations. The BHC
Investors propose to provide this assistance through repre-
sentation on the board of directors of Five Paces and
through other advisors. The BHC Investors also propose to
establish various business relationships with Five Paces,
including purchasing software and other services {from live
races, Although, as discussed above, the BHC Investors
have committed ot 1o attempt to exercise a controlling
influence over SENB, those commitments do not apply to

the involvement ol the BITC Investors in the business of

1. Under this proposal, BHC Investors would cach acquire voting
and nonvoting stock in Sceurity First Network Bank, Pinevitle, Ken-
tucky (“SENB™). Because the BHC Investors do not mtend (o become
involved in any manner in the management or operations ot SENB,
they have structured  their sharcholdings in - accordance with the
Board’s precedents on noncontrolting investments, For example, the
total investiment of cach BHC Investor would be less than 15 pereent
of the tolal equity of SENRB and would consist ol less than S pereent of
SENB’s voting shares and nonvoting, convertible prelerred shares that
meet the requitements for nonvoting securities under Regulation Y,
BHC Investors are unalliliated and have no agreements among them-
selves regarding ownership or control of SENB or Five Paces. With-
out Board approval, BHC Investors may sell their shares only to
SENB, in a widely dispersed public offering, or in blocks ol stock
representing less than 2 percent of SENB's cquity, Other sharcholder
groups would hold substantially larger blocks of SENB voting, shares,
and BHC Investors have made @ number of commitments similar to
those relied on by the Board in past cases to ensure that BHC
Investors do not exercise on attenpt to exercise a controlling influence
over the management or policies of SENR. See generally Board letter
to ‘Thomas M. Shoatt, lisq., dated April 30, 1986 (investment by
Lincoln National Corporation). As explained below, BHC Investors
do expect to provide assistance o Five Paces regarding the design,
development, and marketing of data processing products and services
of Five Paces, and have requested Bomd approval to exercise a
controlling influence over Five Paces and to engape in the activities of
IFive Paces.

2. See Cardinal Baneshares, Ine., 82 Federal Reserve Bulletin
___ (1996) (Order datedd May 21, 1996) (“Cardinal Order™).

3. Asset and deposit information for cach of the BHC tnvestors s
contiined in the Appendix.
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Five Paces.t Accordingly, the BHC Investors have re-
quested Board approval to exercise o controlting influence
over Five Paces and engage i the activities of Five Paces.

Closely Related to Banking Analysis

Scction 4(e)}8) ol the BHC Act provides that a bank
holding company may, with Board approval, engage in any
activity that the Board determines to be “so closely related
to banking or managing or controlling banks as to be a
proper incident thereto,”® For the reasons discussed more
fully in the Curdinal Order, and hereby incorporated in this
order, the Board concludes that the activitics proposed by
Five Paces are permissible data processing and transiis-
sion services under Regulation Y and closely refated to
banking within the meaning ol the BHC Act.

Proper Incident to Banking Analysis

I order to approve this proposal, the Board atso must
determine that the proposed activities are a proper incident
to banking, that is, that the proposal “can reasonably be
expected to produce benefits to the public, such as greater
conveuienee, increased competition, or pains in efliciency,
that outweigh possible adverse effects, such as undue con-
centration of resources, decreased or unfair competition, or
unsound banking practices.”*

As part of its review of these factors, the Board s
considered the financial and managerial resources of the
BHC Investors, their subsidiaries, and the company {o be
acquired, and the effect the transaction would have on
those resources.’ Based on all the facts of record, inclading
relevant reports ol examination and inspection, the Board
concludes that financial and manageriat considerations are
consistent with approval of these notices. There is no
evidence in the record to indicate that this proposal would
produce any other significant adverse effects, such as de-
creased or unfair competition, undue concentration of re-
sources, or conflicts of interests.®

The Board has carclully considered the possibility that,
by helping to make banking services available over the
Internet, which is a non-proprictary computer network
accessible by users worldwide, the activities of Five Paces
could expose financial institutions, their customers, infor-

4. Under this proposal, SENB will own all the shiaues ol Five Paces
and will control the election of @ majority of the board of directors of
Five Paces, who will be unaftibated with Cardinal and the BHC
Iuvestors, The OIS has approved SENB's ownership and operation of
Five Paces. See Letter dated May 17, 1996, from Ronald N. Karr,
Regional Director, OTS, to Stuart G Stein, s

SO02 US.C08 I8EICN8).

O, 12 US.00 8 [843(¢)(8).

7. See 12CHER. 22524, See also The Fuji Bank, Lunited, 15
Federal Reserve Balletin 94 (1989 Bayerische Vercinshank AG, 13
Federal Reserve Bulletin 155 (1987).

8. The BHC Investors have committed that Five Paces will not use
or disclose (o any person any confidential information concetning
financial institution clients of Five Paces or customers of these tinan
cial institunions without the express consent ol the client.
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tation, and transactions to electronic intereeption, interfer-
ence, or {raud. The software developed by Five Paces uses
cryptography 1o attempt to maintain the privacy of transac-
tions and various sccurily measures designed to protect the
underlying data.

The Board recognizes that neither the software devel-
oped by Five Paces nor any other software product or
seeurity systent can provide absolute protection against
these risks. The nature of these risks is not difterent,
however, from those to which more traditional banking
operations are cxposed in other forms. The Board also
expects banking organizations considering whether to pro-
vide services over the Internet to analyze carefully the
associated risks, and to evaluate carefully whether those
risks are consistent with their policies relating to the secu-
rity of customer information and other data.” The Board
believes that such analyses and evaluations would mitigate
the risk that conducting banking transactions over the
Internet would result in unsound banking practices, '

The Board expects that the acquisition of Five Paces by
SENB, and the investments by the BHC Investors, would
cnhance consumer convenience by expanding the availabil-
ity of clectronic banking services and by making those
services available in new ways. In particular, customers
would be able (o conduct banking and financial transac-
tions using personal compulers without visiting a bank
branch and without the bank establishing a sepuarate propri-
clary computer network, The record also indicates that
involvement of the BHC Investors in the operations ol Five
Paces should provide Five Paces with access to resources
and expertise in various aspecets of data processing and
banking services that are fikely to enhance the products
developed by, and operations of, Five Paces. I addition,
the proposed transaction and resulting capital infusion
would enable Tive Paces 1o develop additional products
and services, and increase the capital available to SENB.

Based on all the facts of record, the Board has deter-
mined that the balance of the public interest factors it is
required to consider under the proper incident to banking
standard of section 4(¢)(8) of the BHC Act is favorable and
consistent with approval of these notices.

Conclusion

Based on all the facts ol record, the Board has determined
that this proposal should be, and herehy is, approved. The
Board’s approval is specifically conditioned on compliance

Y. The Board also expects linancial institulions, as part of this
evaluation, to implement any maoditications to their information seco-
rity procedures and controls that appear to be necessary or appropriate
in light of the risks presented by Internet-based services.

10, The BHC Investors have committed that they will not represent
that the Board's approval of these notices constitutes an endotsement
of Five Paces’s products or services by the Board, the Tederal Reserve
Systenmy, or any Tederal Reserve Bank, The BHC Investors also witl
not indicate in any of theit marketing etforts or materials, cither oral ;
written, that the Federal Reserve System or iy part thereof assures or
has approved or endorsed the secwity, functionality, or effectiveness
of products or services offered by Five Paces.

with the commitments made in connection with these no-
lices and with the conditions referred 1o in this order. T'he
Board’s determination also is subject to all the conditions
set forth in Regulation Y, including those in sections 225.7
and 225.23(g)(3) (12 C.ER, 225.7 and 225.23(g)(3)), and
to the Board’s authority to require such modification or
termination of the activities ol a bank holding company or
any of its subsidiaries as the Board finds necessary to
ensure compliance with and to prevent evasion of the
provisions of the BHC Act and the Board’s regulations and
orders issued thercunder. For purposes ol this action, these
conditions and commitments are deemed to be conditions
imposed in writing by the Board in connection with its
findings and decision and as such, may be enforced in
proceedings under applicable law.

This transaction shall not be consummated later than
three months after the citective date of this order, unless
such period is extended for good cause by the Board or by
the Federal Reserve Banks ot Cleveland, Richmond, or
St. Louis, acting pursuant to delegated authority.,

By order of the Board of Governors, eftective May 21,
1996,

Voting for this action: Chairman Pro Tempore Greenspan and
Governors Kelley, Phillips, and Yellen. Absent and not voting: Gover-
nor Lindsey.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Appendix

Huntington, with approximately $20.3 bitlion in total con-
solidated ussets, is the fifth largest commercial banking
organization in Ohio, controlling deposits of approxi-
mately $12.6 billion.! Huntington controls subsidiary banks
in Ohio, West Virginia, Michigan, Indiana, and Florida.

Wachovia, with approximately $45 billion in total consoli-
dated assets, is the sccond largest commercial banking,
organization in North Carolina, controlling deposits of
approximately $26.4 billion. Wachovia controls subsidiary
bunks in North Carolina, Georgia, South Carolina, and
Delaware.

Arca, with approximately $1.1 billion in total consolidated
assets, is the tenth largest commercial banking organiza-
tion in Kentucky, controlling deposits of approximately
$811.5 million. Area controls subsidiary banks in Ken-
tucky.?

1. Asset and deposit data are as of December 31, 1995,
2. The BHC Investors also engage, direetly or through subsidiaries,
in a variety ol permissible nonbanking activities in the United States.



Norwest Corporation
Minncapolis, Minnesoti

Order Approving a Notice 1o Acquire Certain
Nonhanking Assets

Norwesl Corporation, Minneapolis, Miunesota (“Nor-
west”), a bank holding company withio the meaning of the
Bank Holding Company Act ("BEHC Act™) has applied for
Board approval under section 4(c)®) of the BHC Act
(12 U.S.CL§ 18430 8)) and section 225.23 of the Board's
Regulation Y (12 C.R. 225.23) 10 acquire indirectly
through its wholly owned subsidiaries substantially all the
assets of The Prudential Honie Mortgage Company, e,
Clayton, Missouri (" Prudential ™), that are related to origi-
nating and servicing residential mortpage loans. The Board
previously has determined that mortgage lending is a per-
missible activity for a bank holding company.!

Notice of the proposal, allording interested persons an
opportunity to submit conunents, has been published
(61 Federal Register 9991 (1996)). The time for liling,
comments has expired, and the Board has considered the
notice and alf comments received in hight of the factors set
forth in section 4 of the BHC Act?

Norwest, with total consolidated assets of $72.1 billion,?
controls banks in Minnesota and [4 other states. Norwest
also engages in a nwmber ol nonbanking activities, includ:
ing mortgage origiation and mortgage servicing, nation-
wide.

Norwest and Prudential both enpage in servicing and
originating residential mortgage loans. The nmarket for
mortgage servicing iy national i scope and unconcen-

Lo 12 CERD 225.25(b)1). Norwest Funding, Ine. would acquire
certain wortgage loans orfginated by Prudential, and Norwest Mort
gape, Ine. (U"Norwest Mortgage™) would acquite certain mortgage
servicing contracts aind other assets refated 1o Prudential’s morgage
lending business. As part ol this ransaction, Norwest Bank Minne-
sota, NAL @ uational bink controtled by Norwest, would also aequire
certain assets and assume cevtarn habilities of Seenritized Asset Ser-
vices Corporation, an athliate ot Pradential that is enpaged m
mortgage-backed secuities administration and mortgage servictng.
All of these Norwest subsidinies are located in Minneapolis, Minne-
sota, The acyuisition ol assels by Norwest Bank Minnesota, NJAL s
nol subject to the Board's approval, See Merchants National Corp 75
Federal Reserve Butlenn 388 (1989), aff 'd. 890 F2d 1275 (2d i
1089,

2 The Board recerved untimely comments tiom liuner City Press/
Commniunity on the Move (Protestant™) submitted after the ¢lose of
the public conmment petiod, Protestant contends that the notice for this
proposal should be vepublished and that the notice inadequately de-
scribed the transactton and ded notidentity all the Prudential aflihates
that would sefl assets 1o Norwest. Notice of the proposal inviting,
public comment was published in accordance with the Board’s Rules
Gee 12 CR 225250y and 262 25Go¢h), and provided all interested
persons with o description ol the proposed activities, the acquinmg
company, and the ansaction pending betore the Board. As noted,
somne of thie assets i this proposal would be puchased directly by a
substchiary natonal bank of Norwest and would not require public
notice o approval under the BHOC Act. The comments hled by
Protestant ndicae that - had adequate notice of the proposal.

30 ASsets e as of December 3101995,
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trated.r The Bourd has determined previously that the
market Tor mortgage origination is local i scope. The
Board has reviewed the 307 MSAs where Norwest and
Prudential have reported mortgage originations under the
Home Mortgage Disclosure Act (CHMDA™). These data
show that in all but two Metropolitan Arcas (“"MAS™),
consunumation ol this proposal would not exceed the Pe-
partment of Justice Merger Guidelines.® In the remaining
two MAs, a signilicant number ol competitors would re-
main following this transaction.” In addition, there are fow
barriers to entry into the morfgage origination business.
Based on all the facts of record, including the business
strategies and manner ol mortgage origination operations
of the two companies® the Board concludes that if there
would be any adverse eflects from this transaction, they are
likely to be nepligible.

The Board previously has determined by regulation that
the proposed activities are closely related (o banking.” In
order to approve this proposal, the Board also must deter-
mine that the proposed activity is a proper incident 1o
banking, that s, that the proposal “can rcasonably be
expected 1o produce benelits to the publie, such as greater
conveniencee, increased competition, or gains in elliciency,
that outweigh possible adverse effects, such as wndue con
centration of resources, decreased or untair competition,
conflicts of interests, or unsound banking practices.” ™V As
part of its evaluation of these factors, the Board considers
the financial and managerial resources ol the notilicant and
its subsidiaries and the effect the transaction would have on
those resources, All of Norwest's subsidiary banks are well
capitalized, and NorwestUs record ol carnings is strong.
Norwest would fund this acquisition through the issuance

4. On consummation of this proposal, Notwest would control ap
proginmately S pereent o the nuuket Tor mortgage serviemyg, The 30
larpest mortgage servicers control a combined matket shire of approx
imnately 42 percent and numerous competitors would remain in the
market. Market share and vatings e cateulated on the basts ol dollar
volume of mougages, and data provided in {uside Mortgage Finance
(1995). Data for servicing are for year end 1995,

SONBD Bancorp, e TV Federal Reserve Bulletin 258, 201 (1985);
Frst Natonal City Corp., OO Federal Reserve Batletin 50, >0 (197 D,

GO 49 [ederal Register 26,823 (June 29, 1984)

7. Twenty cight mortgape providers would remun my the Greal
Fatls, Montana Mcetopolitan Statistical Arca ("MSA™ ) and 19 woulkd
renain in the Casper, Wyomiing MSA.

8. Norwest originates mottgages in local markets through o network
ol approximately 700 retail loan olfices that market mottgage loan
services locally. Prudential, on the other hand, origmates morlgages
throughout the United States from three telemarketing locations ind
depends primanily on nationwide marketing  techniques suchi as:
(1) inserts and messages on statements to current Pradential custom
eis, (2) messages (o employees of firms that have relocation contracts
with Prudential and to members of national professional and altinity
groups sucht as the American Medieal Association, and () advertise
ments m atfinity group publications. Competition in local markets
allects the pricing decisions Tor mortgage Joans made by Norwest but
not for mortpage loans made by Pradential. Norwest permits its local
oftices o viny the prices offered based on ocal market conditions.
Prudential, on the other hand, sets one price fot its morlgage loins
nationwide.

0. See 12 CHR225.25(b)().

TO 2 ULS.CU§ 1843R,
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ol commercial paper, which would be retived by the sale on
the secondary market of mortgages purchased from Pru-
dential. Thus, Norwest has suflicient financial resources to
cffect this transaction as proposed without impairing its
linancial strength or that of ity depository subsidiaries. In
evaluating the managerial resources ol Norwest, the Board

has carefully considered the reports of examination of

Norwest and its subsidiaries. Based on these and other
facts of record, the Board concludes that financial and
managerial considerations weigh in favor of approval of
this proposal it

Protestant contends that Prudential’s 1ecord of making
housing-related loans to minorities raises adverse consider-
ations for this proposal.t” "The BHC Act requires the Board
to consider whether the perfortmance of the proposed activ-
itics by the acquiring bank holding company is likely to
achicve public benelits that outweigh likely adverse effects.
Prudential is not currently subject to supervision by the
federal banking agencices, Thus, while Protestant has com-
plained about the manner in whicht Prudentiat conducted its
activities in the past, the Board is required by the BHC Act
to consider the manner in which Norwest proposes to
conduct the proposcd activities alter the acquisition.

Protestant also argues that Norwest’s record of housing-
refated lending to minorities is not signilicantly better than
Pradential’s record in certain MAs' and that Norwesl's
programs and policies are insuflicient to improve Pruden-
tial's record. Norwest has stated that the operations ac-
quired from Prudential would be managed by Norwest’s
senior management and would be subject to Norwest's fair

L 12 CRR 225240 The Fuji Bank, Limited. 75 Federal Rescrve
Bulletin OV (1989Y, Baverische Veremsbank AG, 13 Federal Reserve
Bullertn 155 (1987). Protestant enicizes the management of Pruden
tal's securities subsidiany. This tansaction does not involve the
acequisition of Prudential’s securities brokerage operations, and Protes
tant has provided no tacts to show how this contention refates to the
nrmagement of Norwest o1 1o the mortgage opetations proposed to be
acquired o this transaction. Protestant alsa maintaings that fees charged
by Norwest's discount brokerage subsidiary are mong the highest in
the industry, There is no evidence e record that Norwest's
securities brokerage tees are illegal or discrnminatory.

Another commenter objected to this proposal because a bank subse-
quently acquired by Norwest foreclosed on his property. This matier 1s
an isolated merdent that is unretated to the transaction under review in
this case, and the Board notes that coutts can provide this commenter
with an appropriate remedy il the commenter can substantiale im
proper actions in the Torcctoswe, The Board also concludes that the
common law ten filed by the connmenter would not adversely aftect
Norwest's tinancial condition,

12, Protestant criticizes Prudential’s management and its record of
naking mortgage loans to giiorities as retlected by data filed under
the HIMDA for a number ol MAs,

13, For example, Protestant notes that HMDA data tor Prudential
and Norwestin 1993 and 1994 idicate that the percentages of loans
approved lor mmority applicants decreased in the Anaheim, Chicago,
Los Angeles, Oakland, Riverside and Tampa MAs. Tn addition, Protes
tunt notes that, in the New York and Nassau Sulloth MAs, Prudential
makes nore loans to minorities than Norwest, Protestant also gener -
ally alleges that in other MAs Norwest reecives lewer applications
from, and makes fewer loans o, minorities than othier HMDA report-
ing lenders in the agpregate.

lending policies and procedures.' Fair lending initiatives
extend throughout the mortgage operations of Norwest and
include fair lending training of all employees who have
contact with custonmers, a second review of all applications
denied oninitial review, and a quarterly analysis ol HMDA
in all markets. Other Norwest divisions, such as Norwest
Audit Services, conduct comparative analyses of selected
loan files. Norwest states that it will continue its commit-
ment to fair fending upon consummation of this proposal.

The facts of record support the effectiveness of Nor-
west’s policies and practices, For example, Norwest Mort-
page’s overall ongination rates for Alrican-American and
Hispanic mortgage applicants 1 the combined MAs re-
viewed by Protestant exceeds origination rates by these
applicants in the aggregate ol all TIMDA reporters. In
addition, Norwest has hired new community development
loan officers in a number of MAs with predominately
minority population to focus on underserved communitics
and anticipates employing a total of 375 such olficers by
1997,

The Board also has considered the potential benelits 1o
the public, such as greater convenience, increased competi-
tion, or gains in cfliciency in light of Protestant’s conten-
tions that no public benefits have been demonstrated in this
proposal. Norwest states that the acquisition of new tech-
nologies and systems Jrom Prudential would enable Nor-
west more eflectively to provide mortgage origination ser-
vices both in its existing market locations and in new
markets nationwide. The Board notes that the adoption of
new automated processing technologies by the mortgage
industry has been a key lactor in improving the cfliciencey
in mortgage servicing and appears to have yiclded ccono-
mies of scale. In addition, Norwest's customers would
benefit from access to new options Tor oblaining mortgage
financing that would be provided by Prudential’s nation-
wide origination strategies. Improvements in Norwest’s
risk management with the acquisition of Prudential’s sec-
ondary marketing and hedging group should also enhance
the salety and soundness of Norwest's operations and has
the potential to reduce costs 10 Norwest and mortpage
applicants,

The requirement under section 4 of the BHC Act that the
Board must determine that public benelits from a proposal
can reasonably be expected to outweigh potential adverse
effects necessarily involves a balancing process that takes
mnto account the extent of the potential for adverse cffects.
For the reasons discussed above, the potential for adverse
cfleets, it any, resulting from this transaction is negligi-

I Norwest's elforts o improve its ability to provide mortgage
services to underserved communities we implemented by six fulb-time
cmployees in Novwests Fan Lending nitiatves Department. Protes-
tant contends that this is not cnough enmployees to coordinate effec-
tively fair lending law conipliance, particularly in light of the deficien-
cies alleged by Protestant in Prudential’s record ol housing-related
lending 1o minorities, and that, in any cvent, Norwest's policies are
themselves madequate. As expliained above, Norwest's policies, al
though initiated by six eniployees, are implemented throughout the
motlgage origination operation, and include training of cach employee
engaged in mortgage origination activities,



ble.t The Board also believes that, based on the consider-
ations discussed above, including the operational efficien-
cies and expanded chiannels for mortgage originations, the
proposal can reasonably be expected 1o produce notable
public benelits.'e Accordingly, based on atl the lacts of

record, the Board has determined that the performance of

the proposed activitics by Norwest can reasonably be ex-
pected (o produce benelits 1o the public that would out-
weigh any likely adverse effects under the proper incident
to banking standard of scction 4(¢)(8) ol the BLIC Act.
Based on the Toregoing and all the facts ol record,
including the commitments and representations made by
Norwest in this case, the Board has determined that the
notice should be, and hereby is, approved.'’ This determi-
nation is subject to all the conditions set forth in the
Board’s Regulation Y, including those in sections 225.7
and 225.23(g) of Regulation Y (12 C.ER. 2257 and

15, Protestant has not provided any lacts 10 show that this proposal
would result in undue concentration ol resourcees, decreased or unfair
cotupetition, conflicts ol interest, or unsate ot unsound banking prac
lices.

16, Protestant maintains that the public benefits identified by Nor-
west are too speculative and that Norwest has not demonstrated that
these benelits would be unavailable unfess this proposal is approved.
The Board has reviewed the public benelits ideatified by Norwest in
light of all the tacts of record, including Norwest’s extensive experi-
ence as a leading mortgage originator, the Board’s experience with the
morlgage industry in peneral, the current operational aspects of cach
organizalion’s mortpage activitics, and NorwesCs iepresentations
about its futwre mortgage activities. The Bowrd also notes that this
transaction would directly result in Norwest obtaining new automated
processing technologics, and secondary marketing and hedging exper
tise, Based on this review, the Board concludes that public benefits
can be reasonably expected to result rom this transaction. The proper
incident o banking standard in section 4 of the BHC Act, morcover,
does not require a demonstration that the transaction under review
would be the only means of achieving such benetits.

17, Profestant has requested that the Board hold a public hearing, ot
meeting on this notice relating to its allegations. This request was not
received within the time period specified under the Board’s Rules of
Procedure, See 12 CIUR. 202.3(¢).

The Board also notes that a hearing is requited under section 4 of
the BHC Act only il there are dispuated issues of material fact that
cannot be resolved in some other manner. 12 CILRL 225.23(1). As
noted, Norwest's senior management and fair lending policies will be
implemented on consummation of the proposal and Prudential’s tech-
nologics and operational strategics will be mcorporated into Nor-
west's current mortgage activities. Protestant does not dispute this, but
challenges the weight that should be accorded to, and the conclusions
that may be drawn from these and other facts ol record. Nor does
Protestant identify any other disputed issues of fact that are material to
the Board’s decision. In addition, Protestant’s allegations regarding,
Prudential do not reflect adversely on the factors the Board must
consider, which relate to the ellects likely to result from the conduct of
the proposed activities by an afliliate of a bank holding company.
Morcover, the mterested parties have had an opportunity to present
their views, and Protestant has submitied substantial written com-
ments that have been considered by the Board. Protestant’s request
fails to show why a written presentation would not suflice and (o
summiatize what evidence would be presented at o heacing, or meeting,
See 12 COLR. 262.3(0). On the basis of all the lacts ol record, the
Board has deterined that a public hearing o1 public meeting is not
required or necessary o clity the factual record i this notice, or
otherwise warranted in this case. Accordingly, the request for a public
heaing or meeting on this notice is hereby denied,
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225.23(g)), and to the Board’s aathority 1o require modifi-
cation or termination of the activities of a bank holding
company or any of ity subsidiarics as the Board finds
necessary o assure compliance with, and 1o prevent eva-
sion of, the provisions of the BHC Act and the Bourd’s
regulations and orders issued thereunder, The Board’s deci-
sion is specifically conditioned on compliance by Norwest
with all the commmitments made in connection with this
notice. For purposes of this action, these commitments and
conditions shall be deemed o be conditions imposed in
writing by the Board in connection with its findings and
decision and, as such, may be enforced in proceedings
under applicable law.

The transaction shall not be consummated later than
three months after the effective date of this order, unless
such period is extended for good cause by the Board or by
the Federal Reserve Bank of Minncapolis, acting pursuant
1o delegated authority.

By otder of the Board of Governors, eflective May 6,
19906,

This action was taken pursuant lo the Board’s Rules Regardmyg
Delegation ol Authority (12 CLER. 265.4(0)(1)) by a commuittee of
Board members. Voting for this action: Chairman Pro Tempore
Greenspatt and Governors Kelley, and Phillips. Absent and not voling:
Governors Lindsey and Yellen,

JENNIFER ). JOHNSON
Deputy Secretary of the Board

Swiss Bank Corporation
Bascel, Switzerland

Order Approving a Notice to Retain Control of Certain
Nonbanking Companies and to Continue to lingage in
Certain Securities- and Derivatives-Related Activitios

Swiss Bank Corporation, Bascl, Switzerland  (“Swiss
Bank™). a forcign bank subject to the provisions of the
Bank Holding Company Act (“BHC Act”).! has provided
notice under section 4(c)(8) of the BHC Act (12 U.S.C.
§ 1843(c)B)) and scction 225.23 of the Board’s Regula-
tion Y (12 C.ER. 225.23) to retain control of all the voting,
shares ol certain United States subsidiaries of S.G. War-
burg Overseas 1d., London, England (*‘United States Sub-
sidiaries™), and the asscets and labilities of the branch of
S.G. Warburg Forex Ltd., London, England, that is located
in New York, New York (“New York Forex™, and, to-
gether with the United States Subsidiaries, collectively,

L. Swiss Bank, a foreign bank with branches and an agency in the
United States, is subject to the BHC Act by operation of section 8(a)
of the International Banking Act of 1978 (12 US.C. § 3106(a)
(“IBA™).
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“Warburg™).” Warburg enpages in the lollowing nonbank-

g, activities:
(1) Providing various types of investment and financial
advice, as described in section 225.25(b)(4) of Regula-
tion Y;
(2) Conducting discount and full-service securities bro-
kerage activities, and activities incidental thereto, as
desceribed in section 225.25(b)(15) of Regulation Y;
(3) Underwriting and dealing in obligations ol the United
States, general obligations of states and their political
subdivisions, and other obligations that state member
banks of the Federal Reserve Systein may be authorized
to underwrite and deal in under 12 US.C. §§ 24 and
335, as described in section 225.25(b)(16) of Regula-
tion Y;
(4) Acting as agent in the private placement of all types
of securities, and providing related advisory services;
(5) Underwriting and dealing in, to a limited extent, alf
types ol debt and equity securities;
(6) T'rading for its own account in the sceurities option
contracts listed in Appendix A attached hereto;
(7) Trading for its own account in the futures and
options on futures contracts listed in Appendix B
attached hereto; and
(8) Trading for its own account in forcign exchange
spot, Torward, and Fulures transactions.

‘The United States Subsidiaries include S.G. Warburg &
Co., Inc., New York, New York, S.G. Warburg Options
Inc., Chicago, Ulinois, and S.G. Warburg OTC USA, Inc.,
Chicago, Hlinois.* Swiss Bank intends to merge S.G. War-
burg & Co., Inc. with and into SBC Capital Markets Inc.,,
New York, New York (" Company™), a subsidiary of Swiss
Bank that engages in o wide range ol scecuritics- and

2. On June 26, 1995, Swiss Bank received temporary authority to
acquire. Warburg pursuant 1o scction 4(e)}9) of the BHC Act
(12 U.S.C. 8 1843(¢)9)). This authority was granted in reliance on
certamt commitments and condinions, including Swiss Bank's commit-
wieat to tile this notice.

3. Under the proposal, Swiss Bank also would retain S.G. Warburg
Investments (LLS.AL) e, "Waibhurg Investments™), which makes
equity investments in nonbanking companies and also engages in
lending activities. Making loans is a permissible activity Tor bank
holding companies under Regulation Y, and Swiss Bank has previ-
ously received approval under Regulation 'Y to make loans. See
12 CER, 225.25(0)(1); Swiss Bank Corporation, 81 Federal Reserve
Bulletin 185 (1995) (" Swiss Bank 19947°), Swiss Bunk has comitted
that, 1o the extent Warburg Investments holds investments that do not
conform to section 4(c)(6) of the BHC Act (12 U.S.C. § 18343(cH6))
and the Board's policy statements, orders, and interpretations conceerti-
ing nonvoting equity investments, such investments will be divesied
or modified so as to conlorm to the BHC Act and the Board's policies
and precedents within two years from the date this acquisition was
consunmmated. 318 a condition of the Board’s approval ol this notuce
that Swiss Bank provide quarterly repotts on the progress it has made
Lloward fullillment of this commitment. The Bouard also expects that, in
accordance with the Policy Statement on Nonvoting Equity Invest-
ments (12 CLER, 225.143), Swiss Bank will consult with the Federal
Reserve Systemr before: Warburg Investments makes any new or
additional investments to ensure that the investments would contorm
to the requiremients of” the BHC Act and the Bowrd’s policies and
precedents,

derivatives-related activities, including underwriting and
dealing in all types ol debt and equity securities (other than
securities issued by open-end investment companies) on a
limited basis.* S.G. Warburg Options Inc. and S.G. War-
burg OTC USA, Inc. would cither be mecged with and into
Company at the same time or liquidated promptly thercaf-
ter. The assets and liabilities of New York Forex would be
acquired cither by Company or by a branch of Swiss Bank
located in London or the United States.

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(60 Federal Register 40,181 (1995)). The time for filing
comments has expired, and the Board has considered the
notice and all comments reccived in light of the factors set
forth in scction 4(c)}(8) of the BIIC Act.

Swiss Bank, with total consolidated asscts ol approxi-
mately $162.1 billion, is the 44th largest banking organiza-
tion in the world.® In the United States, Swiss Bank oper-
ates branches in New York, New York; Chicago, Ulinois;
and San Francisco, California; maintains an agency in
Miami, Florida; and engages through subsidiaries in a
broad range of nonbanking activitics. Company is, and will
continue to be, a broker-dealer registered with the Securi-
tics and Exchange Commission (“SEC”) and a member of
the National Association of  Seccuritics  Dealers, Inc.
(“NASD™). Accordingly, Company is subject 1o the re-
cordkeeping and reporting obligations, fiduciary standards,
and other requirements of the Securities Lixchange Act of
1934 (15 US.C. § 78a ¢t seq.), the STC, and the NASD.

Swiss Bank sceks approval for Company to continue to
conduct the activities listed above throughout the United
States, and plans for Company to continue to conduct these
activities worldwide. The Board previously has determined
by order or regulation that all of these activitics are closely
related to banking within the meaning of section 4(¢)(8) of
the BHC Act, and Swiss Bank previously has received
Board approval to engage in ciach ol these activities
through Company.© Company would continue to conduct
its activitics in accordance with the conditions and limita-
tions imposed by the Board in the Swiss Bank Orders,
including the limitations established in Regulation Y and
all the commitments furnished by Swiss Bank.,

Company currently is engaged in fimited underwriting
and dealing activities that the Board previously has deter-
mined are permissible under section 20 ol the Glass
Steagall Act (12 U.S.C.§ 377). In particular, the Board has
determined that the conduct of these securities underwrit-
ing and dealing activities is consistent with section 20,
provided that the company engaged in the underwriting
and dealing activities derives no more than 10 percent of
its total gross revenue over any two-ycar period from

4, Sec Swiss Bunk 1994.

5. Asset data are as ot Decemiber 31, 1994, and employ exchange
rates then in etlect.

0. See Swiss Bunk 1994, See generally Swiss Bank Corporation, T1
Federal Reserve Bulletn 759 (1991), and Swiss Bank Corporation, 17
ederal Reserve Bulletin 126 (199 1) (together with Swiss Bank 1994,
collectively, “Swiss Bank Orders”).



underwriting and dealing, in sceurities that a state member
bank may not underwrite or deal in direetly  (“bank -
incligible securities™).” Swiss Bank has committed that
Company will conduct its underwriting, and dealing activi-
tics with respect to bank -ineligible securities subject o this
10-percent revenue test.®

In order to approve the notice, the Board also aiast
determine that the proposal can reasonably be expected to
produce public benefits that would outweigh possible ad-
verse effeets under the proper incident to banking standard
ol section 4(c)(&) of the BIHC Act. Under the framework
established in this aud prior decisions, consumniation of
the proposal is nol Tikely (o resull in any significant adverse
clleets, such as undue concentration of resources,  de-
creased or unlair competition, conflicts of interests, or
unsound banking practices that outweigh the public bene-
fits of the proposal. The record also indicates that the
proposal should enthance Company’s ability o compete
with other financial institutions engaged in the inlerna-
tional investment banking business, and (o ofler a broader
range of products and services to its custoners.

As part of the Board’s evaluation ol these factors under
seetion 4(c)HR), the Board also has considered the financial
and managerial resources ol Swiss Baok and its subsidiar-
ics and the eficet ol the proposal on such resources.” The
Board notes that Swiss Baok™s capital ratios satisly applica-
ble risk-based standards established under the Baste Ac-
cord, and that the acquisition ol Warburg, had de minimis
intpact on Swiss Bank’s financial and managerial re-
sourcees. The Board also has reviewed the capitalization of
Company in accordance with the standards set forth in the

7. See Canadian Inperial Bank of Commerce, et al |, 76 Federal
Reserve Bulletin 158 (19900, 1 Moy gan & Co, Tncorporated, ot al.,
TS5 Federal Reserve Bulletin 192 (198OY, «ff"d suly nom. Securities
Industries Ass v, Board of Governors of the Federal Reserve System,
900 1.2d 360 (D.C, Ci, 1990y, Citicorp, et al. 13 Federal Reserve
Budletin 473 (VOB aff o suly noni. Securities fndustiy Ass" v Board
of Governors of the Federal Reserve System, 839 F2d 47 (2d Chy,
LORR), cort. den., 486 LS. 1059 (1988) (collectively, “Section 20
Orcders™). Compliance with the 10 percent ievenne limitation shall be
caleulated in accordance with the method stated in the Section 20
Orders, as modiied by the Oider Approving Modifications o the
Section 20 Orders, T5 Federal Reserve Bulletin 11 (TORO), the Order
Approving Modiftcations to the Section 200 Ovders, 19 Federal Reserve
Bulletin 226 (1993), and the Supplement to Oreder Approving Modifi
cations to Section 20 Opeders, 79 Federal Resenve Bulletin 360 (1993),
The Board notes that Swiss Bank has elected (0 use the Boad's
alternative indexed aevenae test to measure compliance with the
13- pereent lmitation on bank ineligible securities activities.

8. Swiss Bank has proposed to deal in certain derivative instruments
that themselves constitute securities, such as cash-settled stoek index
options that are traded on secunities exchanges. The Board notes that
these instrunients are seeurtties tor purposes of the federal seeuritics
laws, and that the securities comprising the relevant stock indexes wie
also seeurities that are oot eligible for a bank to invest in under the
Glass Steagall Act. Based on the statos ol these stock index options
under the federal secuttios laws, and alter review of the relevant
legistative liistory and the puposes of the Glass Steagall Act, the
Board has determined that stock mdex optivns aie bank ineligible
secutities for purposes of section 20 of the Gilass Steagall Act and the
[0 pereent revenue tesl.

Y, See 12 CHR 2521
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Section 20 Orders and found this capitalization to be
consistent with approval of the proposal. This determina-
tion on the capitalization ol Company is based on all the
facts of record, including related commitments and repre-
sentations made by Swiss Bank.,

In addition, the Board notes that on March 6, 1996,
Swiss Bank, without admilting to any allepations, con-
sented 1o the issuance of an order of assessment of a civil
money penalty in settlement of charges that: Company
viokated  the
incligible sceurities activities. I reviewing the notice, the
Board has considered the steps that Swiss Bank and Com
pany have put in place o monitor compliance with the
10-pereent limitation. On the basis of all the facts of

10-percent revenue  limitation on bank

recotd, including the foregoing, the Board has concluded
that these tinancial and managerial considerations are con-
sistent with approval ol this proposal. Accordingly, and
based on all the facts of vecord, the Board has concluded
that the balance of the public interest factors it is required
to consider under the proper incident to banking, standard
of section 4(C)(8) ol the BIC Act is Tavorable and consis-
tent with approval ol the notice.

Based on all the facts of record, the Bowrd has deter-
mined to, and hereby does, approve the notice subject (o all
the termis and conditions discussed in this order and in the
Swiss Bank Ocders. 'The Board's approval of the proposal
extends only 1o activities conducted within the limitations
of those orders and this order, including the Board's reser
vation of authority to establish additional limitations 1o
ensure that Company’s activities are consistent with satety
and soundness, conflicts of interests, and other relevant
considerations under the BHC Act. 'The Board’s determina-
tion also is subject to all the terms and conditions set forth
in Regulation Y, including those in sections 225.7 and
225.23(b) of Regulation Y, and (o the Board™s authority (o
require such modification or termination ol the activities of
a bank holding company or any of its subsidiaries as the
Board finds necessary to ensure compliance with, and (o
prevent evasion of, the provisions of the BHC Act and the
Board’s repulations and orders issucd  thercunder. The
Board’s decision is specifically conditioned on compliance
with all the commitinents made in connection with the
notice, the conditions established i this order, and the
conmmitments and conditions set forth or referred to in the
Swiss Bank Orders and the Board regulations and other
orders noted above, These commitiments and conditions
shall be deemed to be conditions imposed in writing by the
Bouard in connection with its findings and decision, and, as
such, may be enforced in proceedings under applicable
law.

By order ol the Board of Governors, eflective May |3,
1990,

Voting lor this action: Chagnia Pro Fempore: Greenspan and
Governots Kelley, Phillips, and Yellen, Absent and not voting: Gover
nor Lindsey.

JENNIFER J, JOIINSON
Deputy Secretary of the Board
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Appendix A

American Stock Exchange
Major Market Index options

Chicago Board Options Exchange

Standard & Poor’s 100 Stock Index options
Standard & Poor’s 500 Stock Index options
Long-"Term Interest Rate options

Appendix B

Chicago Board of Trade
Options on The Bond Buyer Municipal Bond Index futures

Clicago Mercantile Fxchange

Standard & Poor’s 100 Stock Price Index futures

Standard & Poor’s 500 Stock Price Tndex futures

Options on Standard & Poor’s 500 Stock Price Index
lutures

Eurodollar futures

Marche a Terme International de France (Paris)
Cotation Assiste en Contenue (CAC) 40 Stock Index
[utures

ORDERS ISSUED UNDER BANK THOLIING COMPANY ACT
AMENDMENTS OF 1970

Huntington Bancshares, Incorporated
Columbus, Ohio

National City Corporation
Cleveland, Ohio

Order Approving an Exemption from the Anti-Tyving
Provisions of the Bank Holding Company Act
Amendments of 1970

Huntington  Bancshares, Incorporated, Columbus, Ohio
(““Huntington™), and National City Corporation, Cleve-
land, Ohio (*“National City™) (collectively, “Applicants™),
bank holding companies within the meaning of the Bank
Holding Company Act, have requested an interpretation
that section 106 of the Bank Holding Company  Act
Amendments of 1970 (12 U.S.C. § 1972) does not prohibit
a bank from oftering a “*floorplan™ loan at a reduced rate to
an auwtomobile dealership based on the amount of retail
paper {inancing sold to the bank by the dealership, or
originated by the dealership on behall” of the bank. For
example, a bank might reduce the interest rate on a floor-
plan loan by | percentage point if a dealership sells more
than 50 pereent of its retail paper to the bank, or originates
more than 50 percent of its retail paper on behalt of the
bank.

Applicants seek a similar interpretation to allow a non-
bank subsidiary of @ bauk holding company to oller the

same discount, and to allow such discounts wlien two bank
holding company subsidiarics are involved (for example,
when a bank discounts the floorplan loan based on a
dealership’s selling retail paper to an alliliate). [ the Board
determines that any such arrangement would be prohibited
by scction 106, Applicants request that the Board grant an
exemption to permit such activities.

Notices of the requests, affording interested persons an
opportunity to submit comuments, have been published
(60 Federal Register 57,429 (1995)) and 61 F'ederal Regis-
ter 167 (1996)). The time for filing comments has expired,
and the Board received four comments in support of these
requests.

Huntington, the 35th largest banking organization in the
United States, controls deposits ol $12.6 billion and oper-
ates subsidiary banks in Ohio, Michigan, Indiana, West
Virginia, and Florida." National City, the [6th largest bank-
ing organization in the United States, controls deposits of
$25.2 billion and operates subsidiary banks in Ohio, Ken-
tucky, and Indiana. Applicants also engage directly or
through subsidiarics in a broad range of permissible non-
banking activities.

Buckground

For purposes of this proposal, Applicants indicate that a
“floorplan loan” is a loan or line of credit provided to an
automobile dealership to finance the acquisition ol the
dealership’s inventory for sale to the general public. The
automobile dealership repays the floorplan loan as vehicles
financed under the loan are sold to consumers. Floorplan
lending and retail paper linancing are provided by both
banks and nonbanks.

Applicants also indicate that “retail paper financing”
refers to indivect linancing provided to consumers seeking
to purchase an automobile from the dealership’s inventory,
and may consist of either: (1) a retail installment contract
between the purchaser and the automobile dealership that
is then sold and assigned to a baok (“three-party paper”);
or (2) a direct obligation between the purchaser and a bank
that is originated by the dealership on behalf of the bank
(“two-party paper”). The two types of financing are practi-
cally the same, as in cach case the automobile serves as
security for the loan, the dealer accepts the credit applica-
tion from the purchaser and forwards it to the bank, and
funds are puid directly from the bank to the dealer.

Applicable Law

Section 106 generally prohibits a bank from conditioning
the availability of, or varying the consideration charged
for, any product or service, on the condition or requirement
that a customer:
(1) Obtain some additional product oy service from such
bank or an afliliate; or

1. Deposit datacare as of December 31, 1995,



(2) Provide some additional product or service to such

bank or an affiliate.”

Although section 106 applies only when a bank ofters the
tying product, the Board in 1971 extended the same restric-
tions to bank holding companies and their nonbank subsid-
iaries.

Section 106 contains an exception that permits a bank to
condition the availability of, or vary the consideration
charged tor, any product or scevice on the condition that a
customer obtain a “loan, discount, deposit, or trust ser-
vice™”, a so called, “traditional bank product™, from that
bunk (the “statutory traditional bank product exception™).
Section 106 also permits a bank to condition the availabil-
ity of, or vary the consideration charged for, a product or
service on the condition that a customer provide some
additional product or service to such bank that is “related
to and usually provided” in connection with a traditional
bank product.® These exceptions were created to preserve a
customer’s ability to negotiate the price of multiple bank-
ing services with the bank on the basis of the customer’s
entire relationship.©

The Board may, by regulation or order, grant additional
exceptions that are not contrary to the purposes of section
106. Under this authority, the Board has, by rule, extended
the statutory traditional bank product exception to permit a
bank to vary the cousideration charged for a traditional
bank product on the condition that a customer obtain
another traditional bank product from an afliliate (the “*reg-
ulatory traditional bank product exception™).” 'The Board
previously has recognized that granting an exemption, as
opposed (o an interpretation, provides certainty as to the
permissibility ol a particular proposal under section 106.

Application of Section 100

Applicants’ proposal is a tying arrangement under section
106 because the reduced rate for the floorplan loan is
conditioned on the automobile dealership’s obtaining a
service from (in the case of three-party paper), or providing
a service 1o (in the case of two-party paper), the bank or its
afiiliates. Most aspects of this proposal, however, are per-
missible under statutory or regulatory exceptions to sec-
tion 100.

A three-parly paper transaction, for example—in which
an automobile dealership sells retail paper financing to a
bank - may be considered the equivalent of the dealership’s

2,12 U808 1972(1)(A) (D). According to the legislative history,
“(Ohe purpose of this provision is to prohibit anti-competitive prac-
tices which require bank customers (o accept or provide some other
service or product or celrain from dealing with other patties in order 1o
obtain the bank product or service they desire.” S, Rep. No. 1084, 91st
Cong. 2d Sess. 17 (1970) (" Senate Repoit™).

3,36 Federal Register 10777 (June 3, 1971); 12 CLER. 225.7(a).

4. 12 US.C & LYT201)A)

512 US.Cog 19720000,

0. Senate Report at 16 17,

712 CER. 225.7(0)(1).
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obtaining, a discount service from that bank.® Because a
loan conditioned on a customer’s obtaining a **discount”™
from a bank qualilics for the statutory traditional bank
product exception, that exception would permit a bank (o
offer a reduced rate on a floorplan loan based on the
amount of three-party paper sold by an automobile dealer-
ship to that bank. Similarly, the regulatory traditional bunk
product exception would permit a bank to offer a reduced
rate on & {loorplan toan based on the amount of three-party
paper sold by the automobile dealership to an affiliate of
the bank.”

I a two-party paper transaction- in which an automobile
deatership acts as a limited purpose agent for a bank and
originates loans to purchasers on behalf ol the bank- there
is no sale or assignment of retail paper, and credit is
extended by the bauk directly to the automobile purchaser.
Becanse credit is extended by the bank directly to the
automobile purchaser, as opposed to being assigned to the
bank by the dealership, two-party paper may not be viewed
as a loun to the dealership or as the dealership obtaining a
discount service from the bank, 'Thus, two-party paper
arrangements would not quality under cither the statutory
or regulatory traditional bank product exception.

Two-party paper transactions, however, may qualify lor
the exception in section 100 that permits a bank to tic the
sale of w product (in this case, a loan) to the condition that a
customer provide some additional product or service to
such bank that is “related to and usually provided in
connection with” a traditional bank product (in this case,
agency services)'" Applicants argue that two-party paper
tinancing is “related to and usually provided in connee-
tion” with floorplan lending because it is @ conunon prac-
tice to obtain retail financing from an centity’s floorpian
lender. In addition, by providing a source for retail financ-
ing, the floorplan lender assists the dealership in selling its
inventory, thus lacilitating repayment of the floorplan loan.
The Consumer Bankers Association also argued that two-
party paper transactions qualify under this exception.

8. A discount by a bink means  drawback or deduction made upon
its advances or loans of money, upon uegotiable paper o other
evidences of debt payable at a future day, which are traustened 1o the
bank, Black's Law Dictionary, dth 1id. 1968, Under this proposal,
retail paper is not typically purchased by the bank at a discount (rom
the “face amount” because the face amount is the principal sunount. A
bunk may pay the automobile dealership an amount (often called a
“reserve”) above the principal sum. The total amount paid, however,
is less than the total amount of principal and interest the bank expects
to colleet from the obligor over the term of the trausaction, amd thus
the purchiase of the paper from the dealership may be characterized as
discounting the paper.

9. The Board’s autti-tying regulations also would pertnit nonbank
subsidiaries 1o participate in three-party paper trausactions on the
same conditions.

10, 12 US.Co§ 1972(1)(C). Beeause this exception does not extend
to products and services provided (o an alftiliate ol the bank, the
Consumer Bankers Association reconmuended that the Board issue an
exception 1o cover arrangements involving afliliates, The Board will
consider this request in connection with its broader review ol Repula-
tion Y putsuant to scetion 303 of the Ricgle Community Development
and Regulatory huprovement Act of 1994 (Pub. [, No. 103 325, 103d
Cong., Ist Sess. (1994)).
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Applicability of this exception, however, is a factual
issue and would depend on the interpretation of the review-
ing court il a private action were brought under [2 US.C,
§ 1975 In addition, this cxception would nor permit a
bank to offer the price variance on a floorplan loan based
on the amount of two-party paper originated by the dealer-
ship on behall of an affilicte of the bank. Accordingly, in
order to provide certainty and ensure the permissibility of
the eatire proposal under section 106, the Board has con-
cluded that an cxemption is appropriate.

To the extent that the Applicants” proposal is not alrcady
perntitted, the Board has concluded that an exemption 1o
permit the entire proposal is consistent with the purposes
ol section 106. The Senate Report notes that the statutory
traditional bank product exception was itended to pre-
serve a custonier’s ability to negotiate the price ol multiple
banking scrvices with the bank on the basis of the custom-
er’s entire relationship with the bank.'t Allowing the pro-
posed arrangement would serve this purpose by allowing
Applicants to offer volume discounts to dealerships based
on their relationship with the bank holding company.

As noted above, Applicants alrcady may oller the pro-
posed price variance using a three-party paper arrangement
under the statutory and regulatory traditional bank product
exceptions, The requested exemption would give automo-
bile dealerships added flexibility to obtain preferential loan
pricing using two-party as well as three-party retail paper
financing. Applicants indicate that two-party paper transac-
tions are not subject 1o an Ohio state law that limits the
amount a bank may pay an automobile dealership for the
purchase of three-party paper.'?

This proposal does not raise the concerns about anti-
competitive behavior that underlie section 106, Applicants
have represented that floorplan foans and retail paper fi-
nancing would remain separately available to customers at
market prices.'t In addition, automobile dealerships could
continue 1o obtain floorplan loans and retail paper linanc-
ing from bank and nonbank competitors ol the Applicants,
Morcover, the market for floorplan loans is national in
scope and includes numerous competitors, making it wn-
likely that Applicants could exercise suflicient market
power o impair competition. In this light, Applicants note
that competitors ol bank holding companies generally ofter
pricing arrangements similar to the subject proposal.

1. Senate Reportat 16- 17,

[2. Ohio Law places o limicof two percent of the principal balance
ot the retail installment contract upon the transfer or assignment of the
contract from a deatership to a bank. See Ohio Rev Stat. Ann,
§ 1317.08 (Supp. [995). Ohio courts have determined that two-party
paper transactions between a bank and the purchaser of an autoniobile
we not subject to state law governing retail installiment contracts. See
Vanoy v. Capital Lincolu-Mercury Sales, Ine., 88 Ohio App.3d 138
(1993},

13, Under antitrust precedent, concerns about tying arrangements
are substantially reduced where the buyer is [ree to take cither product
by itself even though the seller also may olter the two ilems as a unit
at a single price, Northern Pacific R.R. v, United States, 356 U8, 1,
6.4 (1958).

Conclusion

For the reasons discussed above, the Board has concluded
that an exemption in this case is consistent with the legista-
live authorization o permit exenmptions for traditional
banking scrvices on the basis of sound cconomic analysis.
The Board, however, reserves the right to terminate the
exemption in the future il facts develop indicating that
such tying arrangements are resulting in anti-competitive
practices.

Based on all the facts of record, and pursuant 1o its
authority under section 100, the Board hiereby grants an
exemption to permit subsidiary banks and nonbank subsid-
iarics of the Applicants o ofler a floorplan [oan at a
reduced rate to an automobile dealership based on the
amount ol retail paper tinancing sold 1o the subsidiary (or
an afliliate), or originated by the dealership on behalf of the
subsidiary (or an aftiliate).

This approval is based on the facts and circumstances
presented by Applicants, and any material change in those
facts or circumstances could result in a different outcome,

By order of the Board ot Governors, cffective May 23,
19906,

Voting for this action: Chairman Pro Tempore Greenspan and
Governors Kelley, Lindsey, Phillips, and Yellen.

JENNIFER J, JOHNSON
Deputy Secretary of the Board

ORDERS [SSUED UNDER INTERNATIONAL BANKING ACT

Swiss Bank Corporation
Basle, Switzerlund

Order Approving Fstablishment of a Representative
Office

Swiss Bank Corporation (“Bank™), Basle, Switzerland, a
foreign bank within the meaning of the International Bank-
ing Act (“IBA™), has applied under scction 10(a) of the
IBA (12 US.C. § 3107(a)) to cstablish a representative
office in Houston, Texas. The Forcign Bank Supervision
Enhancement Act of 1991 (“FBSEA”), which amended
the [BA, provides that a forcign bank must obtain the
approval of the Board to establish a representative oflice in
the United States.

Notice ol the application, affording interested persons an
opportunity to submit comments, has been published in a
newspaper of peneral circulation in Houston, Texas (The
Houston Chronicle, October 31, 1995). The time for filing
comments has expired, and all comments have been con-
sidered.

Bank, with total consolidated assets of approximately
$191.0 billion," is the third largest bank in Switzerland,

1. Asset data are as of June 30, 1995,




providing commercial and mvestiment banking scervices
worldwide. The shares of Bank are publicly traded and
widely held, with no sharcholders owning more than
5 pereent of Bank.

In the United States, Bank operates branches i New
York, New York; Chicago, Hlinois; and San Francisco,
California; an agency in Miami, Florida; and a representa-
tive ollice in Los Angeles, California. Bank also engages in
a full range of sccuritics activities permissible for bank
holding companies (hrough its scetion 20 subsidiary, SBC
Capital Markets Tue., New York, New York, and several
other nonbanking subsidiarics.” In addition, Bank has ap-
plicd to the Board to acquire the ULS. operations of S.G.
Warburg, & Company, o UK. merchant bank.

Bank’s primary purpose for establishing the proposed
representative office is to facilitate the expansion of its
private banking business in Mexico and throughout the
southwestern United States. The proposed representative
oflice would engage in representational and administrative
functions related to Bank’s private banking activities at the
direction of Bank’s New York branch.

[n acting on an application to establish a representative
oftice, the IBA and Regulation K provide that the Board
shall take into account whether the foreign bank cngages
dircelly in the business ol banking outside of the United
States and has furnished o the Board the information it
needs to assess the application adequately. The Board also
shail take into account whether the foreign bank and any
forcign bank parent is subject 1o comprehensive supervi-
ston or regulation on a consolidaled basis by its home
country supervisor (12 US.C0 § 3105d)(2); 12 CER.
211.24).* 'The Board may also take into account additional
standards as set forth in the IBA and Regulation K
(12 US.C. § 3105(d)(3)-(4y;, 12 C.ER. 211.24(¢)).

In this case, with respect Lo the issue ol supervision by
home country authoritics, the Board has considered the
following information. Bank is supervised and regulated
by the Swiss Dederal Baoking Comnussion (“SEFBC™).

2. Bank’s TLS. nonbanking subsidiaries include SBC Derivatives
tne., Chicago, Winois; SBC Poardotio Management laternational lne.
and SBC Resources Management Ine,, cach of New York, New York;
i commercial paper subsidiary; and subsidiarics incorporated to hold
property acquired in satistaction ol debts previously contracted.

3. Inassessing this standand, the Board considers, among other
factors, the extent to which the home country supervisors:

(1) Ensure that the bank has adequate procedures for monitoring,
and controlling its activitics worldwide;
(ii) Obtain intormation on the condition of the bank and its
subsidiaries and oflices thiough regular examination reports,
audit reports, or otherwise;
(i) Obtain information on the dealings with and relationship
between the bank and its alliliates, both forcipn and domestic;
(iv) Receive from the bank hnancial repoits that are consolidated
on i worldwide basts, or comparable intormation that permits
analysis of the bank’s financial condition on a worldwide consol-
idated basis; and
(v) Bvaluate prudential standavds, such as capital adequacy and
risk asset exposure, on i worldwide busis.
These are indicia of comprehensive, consolidated supervision, No
single factor iy essential and other elements may inform the Board’s
determination,
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The SEFBC is responsible for the prudential supervision and
regulation of credit institutions, ‘The Board previously s
determined, in connection with an application involving
another Swiss bank, Coutts & Co., AG (“Coutts™), that
Coutts was subject to home country supervision on 4
consolidated basis.* Bank is supervised by the SEFBC on the
same terms and conditions as Coutts. Bank also has pro-
vided additional information regarding the supervision and
regulation of Bank’s activities by entities other thai the
SEBC. Based on all the facts of record, the Board has
determined that Bank is subject to comprehensive supervi-
sion and regulation on a consolidated basis by its home
country supervisors.

The Board also has taken wto account the additional
standards set forth in section 7 ol the IBA (See [2 ULS.C.
§ 3105(D(3)-(4); 12 CER. 21124 2)). In this regard,
the SFBC has approved the establishment of the proposed
representative office.

With tespect to the financial and managerial resources ol
Bank, taking into consideration Bank’s record of opera
tions in its home country, its overall financial resourees,
and its standing with its home country supervisors, the
Board also has determined that {inancial and managerial
factors are consistent with approval ol the proposed repre-
sentative office. Bank appears to have the experience and
capacity to support the proposed representative office and
also hay established controls and procedures for the pro-
posed representative oflice to ensure compliance with ULS.
law.

Finally, with respect 1o access o information about
Bank’s operations, the Board has reviewed the restrictions
on disclosure in relevant jurisdictions in which Bank oper-
ates and has communicated with relevant government au-
thoritics about access to information. Bank has comuritted
to make available to the Board suclht information on the
operations of Bank and any affiliate of Bank that the Board
deermns necessary to determine and enforee compliance with
the IBA, the BHC Act, as amended, and othier applicable
Federal faw. To the extent that the provision of such
information may be prohibited by law, Bank has commit:
ted 1o cooperale with the Board to obtain any necessary
consents or waivers that might be required from third
partics for disclosure, In addition, subject to certain condi-
tions, the SFBC may share information on Bank’s opera-
tions with other supervisors, including the Board. In Hight
of these commitments and other facts of record, and sub-
jeet to the condition described below, the Board concludes
that Bank has provided adequate assurances ol access (0
any necessary information the Board may request.

On the basis of all the facts of record, and subject to the
commitments made by Bank, as well as the terms and
conditions set forth in this order, the Board has determined
that Bauk’s application to establish a representative ollice
should be, and hereby is, approved. Should any restrictions

4, S(‘?rzmjl.\' & Co., AG, 79 Federal Reserve Bulletin 636 (1993),
See also Union Bank of Switzevland, 82 Federal Reserve Bullenn 370
(1996).
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of access (o information on the operations or activities of

Bank and its alflilintes subsequently interfere with the
Board’s ability to obtain information to determine and
enforee compliance by Bank or its aftiliates with applicable
Federal statutes, the Board may require termination of any
of the Bank’s direct or indirect activitics in the United
States. Approval of this application is also specifically
conditioned on Bank’s compliance with the commitments
made in connection with this application, and with the
conditions in this order.™ The commitments and conditions

5. The Board’s authonty to approve the establishment of the pro-
posed representative oftice parallels the continuing authority of the
Texas State Banking Department to license ollices of a foreign bank.
The Board’s approval of the application does not supplant the author-
ity of the State ol Texas, and its agent, the ‘lTexas State Banking

referred to above are conditions imposed in writing by the
Board in connection with its decision, and may be enforced
in proceedings under 12 US.C. § 1818 or 12 US.C.
§ 1847 against Bank, its oflices, and its affiliates,

By order of the Board of Goverors, cffective May 13,
19906.

Voling for this action: Chairman Pro ‘Tempore Greenspan, and
Governors Kelley, Phillips, and Yellen. Absent and not voting: Gover-
nor Lindsey.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Department, (o license the proposed representative oftice of Bank in
accordance with any terms or conditions that the State ol “Texas may
impose.

INDEX OF ORDERS ISSUED OR ACTIONS TAKEN BY THE BOARD OF GOVERNORS OF THE FEDERA, RESERVIE SYSTEM

(JANUARY [, 1990-MARCII 31, 1990)

Applicant
Barretville Corporation,
Barretville, 'Tennessce
Adams Bank & Trust,
Ogallala, Nebraska
Chemical Bank,
New York, New York
Chemical Bank Bay Arcea,
Bay City, Michigan
Chemical Bauking Covporation,
New York, New York
Compagnic Financicre de Paribas,
Paris, Irance

C'areStates Financial Corp,
Philadelphia, Pennsylvania

Corporacion Bancaria de Espana, S.A.,
Madrid, Spain

The Fifth Third Bank,
Cincinnati, Ohio

The Fitth Third Bank of Columbus,
Columbus, Ohio

Merged or Acquired Bank
or Activity

Bulletin
Volume

Date of Approval and Page

Somerville Bank and Trust Company,
Somerville, Tennessee

Adams Savings & Loan Association,
Grant, Nebraska

The Chase Manhattan Bank, N A,
New York. New York

Chemical Bank Huron,
Standish, Michigan

The Chase Manhattan Corporation,
New York, New York

To cagage de nove through a new United
States subsidiary in providing certain
data processing and transmission
services pationwide

Meridian Bancorp, Inc.,
Reading, Pennsylvania

Meridian Bank,
Reading, Pennsylvania

Meridian Bank, New Jersey,
Cherry Hill, New Jersey

Delaware Trust Company,
Wilmington, Delaware

Argentaria International Securities Inc.,
New York, New York

NBD Bank,
Columbus, Ohio

March 18, 1996 82, 422
January 17, 1996 82, 275
January 5, 1996 82, 239
January 22, 1996 82, 276
January 5, 1996 82, 239
February 26, 1996 K2, 348
March 25, 1996 82, 430
February 12, 1996 82, 350
February 7, 1996 82, 360



Index of Orders  Continued

Applicant

First Citizens BaneShiues, fne,
Raleigh, North Carolina

First Southern Bancorp, Inc..
Stanford, Kentucky

Lirst Umon Corporation,
Charlotie, North Carolina

First Union Corporation,
Charlotte, Novth Caroli

The Governor and Company of the Bank

ol Ireland,
Dublin, lreland

HSBC Holdings plc,
Loudon, Lagland
HSBC Holdings BY,
Amsterdam, The Netherlands
Huntington Baneshares, Incorporated,
Columbus, Ohio

KeyCorp,
Cleveland, Ohio

Mille Lacs Bancorporation, lic.,
Onamix, Minnesota

T'he Mitsubishi Bank. Limjed,
Tokyo, Japan

Merged or Acquired Bank
or Activity
Altied Bank Capital, Tne.,
Sanford. North Carolina
Summit Savings Bank, lnc., SSB,
Santord, North Carolina
Peoples Savings Bank, Inc.. SSB,
Wilntington, North Carolina
Cascy Counly Bancorp, Inc..
Liberty, Kentoeky
Casey County Bank,
Liberty, Kentucky
Interne!, e,
Reston, Virginia
Society First Federal Savings Bank.
Fort Myers, Florida
Citizens Pinancial Group, luc.,
rovidence, Rhode Island
Clitizens Savings Bank,
Providence, Rhode Island
Citizens Trast Company,
Providence, Rhode Istand
Citizens Bank of Massachusetts,
Boston, Massachusctts
HSBC Sceurities, ne.,
New York, New York

Huantington Bancshares Plorida, Inc.,
Columbus, Ohio

Pcoples Bank ol Lakeland,
Lakeland, Florida

Key Capital Markets, nc.,
Cleveland, Ohio

Mille Lacs Baneshares, Inc.,
Onamia, Minnmesota

First State Bank of Onamia,
Onamia, Minnesota

The Bank of Tokyo, Lad.,
Tokyo, Japan

Union Bank,
San rancisco, Calitornia

The Chicapo-Tokyo Bank,
Chicago, Hlinots

The Bank of 'Tokyo ‘Trust Company,
New York, New York
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Date of Approval
Yanuary 17, 1996
March 4, 1996

February 20, 1996

lebruary 26, 1996

Mareh 6, 1996

February 15, 1996

January 5, 1996

tebruary 20, 1990

February 28, 1996

Muarch 8, 1996

Bulletin
Volume
and Page

82,232

82,4306
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Index of Orders  Continued

Applicant

National City Corporation,
Cleveland, Ohio

North Fork Bancorporation. Inc.,
Mattituch, New York

The Royal Bank of Canada,
Montreal, Quebee, Canada

The Royal Bank of Scotland Crroup ple,
Lidinburgl, Scotland

The Royal Bauk of Scotland ple,
Lidinburgh, Scotland

C'itizens iancial Group, Inc.,
I'rovidence, Rhode Istand

The Sumitomo Bank,
Limited,
Osaka, Japan

The Sumitonio Bank,
Limited,
Osaka, Japan

LB Financial Corp..
Princeton, New Jersey
United Jersey Bank,
Hackensach. New Jersey
(B Financial Corp.,
Princeton, New Jersey
United Jersey Bank,
Hackensach, New Jersey
Union Baonk ot Switzerland,
Zarich, Switzerland
Wells TFargo & Company,
San Francisco, Caltfornia

1966

Merged or Acquired Bank
or Activity

ftegra Financial Corporation,
Pittsburgh, Pennsylvania
lutegra Holding, Company,
Putsburgh, Pennsylvania
Integra Bank,
Pittsburg, Pennsylvania
Integra Prust Company, National
Association,
Puinsutawney, Pennsylvania
Lixtebank,
Stony Brook, New York
MECA Software, 1UE.C,
Fairficld, Connecticut
Bank of lreland Virst Holdings, Inc.,
Manchester, New Hampshire
First NH Bank,
Manchester, New Hampshire

The Sumitomo Bank of New York Trust
Company,
New York, New York

Daiwa Bank Trust Company,
New York, New York

The Daiwa Bank, Limited,
Osaka. Japan

To establish representative oflices in LLos
Angeles and San Francisco, California,
Miami and Tampa, Florida; Atlanta,
Georging Baltimore, Maryland; Boston,
Massachusetts; Minncapolis,
Minnesota; St. Louis, Missouri; New
York, New York; Philadelphia and
Pittsburgh, Pennsylvania; and Dallas
and Houston, Texas

Flemington National Bank and Trust
Company,
Ilemington, New Jersey

Summit Bancorporation,
Chatham, New Jersey
Summit Bank,
Chatham, New Jersey
To establish a state-licensed limited
branch in New York, New York
First Interstate Bancorp,
Los Angeles, California

Date of Approval

January 22, 1996

tebruary 26, 1996
February 6, 1996

March 6, 1996

February 2, 1996

February 2, 1996

tebruary 5. 1996

I'chbruary 5, 1996

February 28, 1996

March 6, 1996

Bulletin
Volume
and Page

82, 271t

82, 338
82, 363

82, 428

82, 365

82, 36Y

82, 343
82, 345

82, 370

82, 445
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APPLICATIONS APPROVED UNDER BANK HOLDING COMPANY ACT
By the Secretary of the Board

Recent applications have been appraved by the Sceretary of the Board as listed below., Copies ace available upon request to
the Freedom of Information Oftice, Office of the Secretary, Board of Governors of the Federal Reserve System,
Washington, D.C, 20551,

Section 3

Applicant(s) Bank(s) Effective Date

Old National Bancorp, The National Bank of Carmi, May 16, 1996
Evansville, Indiana Carmi, Hlinois

Southwest Bancorporation, lic., Southwest Bank of Texas, N.A., May 2, 1996
IHouston, Texas Houston, Texas

Southwest Bancorporation of Delaware, Inc.,
Wilmington, Delaware

Scctions 3 aud 4

Applicant(s) Nonbanking Activity/Company Ellcetive Date
U.S. Bancorp, California Bancshares, Inc., May 17, 1996
Portland, Oregon San Ramon, Califorpia

C'BI Mortgage,
Modesto, California

By Federal Reserve Banks

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

Section 3

Applicant(s) Bank(s) Reserve Bank Elfective Date

Amundson Family Limited Beulah Bancorporation, Inc., Minncapolis May 22, 1996
Partnership, Sioux alls, South Dakota
Stoux Falls, South Dakota

Associated Bane-Corp., F&M Bankshares ol Reedsburg, Inc., Chicago May 3, 1990
Green Bay, Wisconsin Recdsburg, Wisconsin

Associated Banc-Shares, Inc., Farmiers and Merchants Bank,
Madison, Wisconsin Reedsburg, Wisconsin

BuancPlus Corporation Limployce tHome Savings Bank, SSB, St. Louis April 76, 1996
Stock Ownership Plan, Meridian, Mississippi

Belzoni, Mississippi
BancPlus Corporation,
Belzoni, Mississippi

Capitol Bancorp, Bank of Tucson, Chicago April 24, 1996
[Limited, Tucson, Arizona
Lansing, Michigan

CBR Holdings, Inc., Community Bank of Ravenswood (In Chicago May 17, 1996
Winnetka, Hinois Organization),

Chicago, llinois
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Section 3—Continued

Applicant(s)

Eftective Date

CEX Corporation,
Keene, New Hampshire

Citizens Bank Group, loc.,
Prior Lake, Minnesota

Comtuaity First Bankshaces, [ne.,
Fargo, North Dakota

Connecticut Bankshares, MLIC,
Manchester, Connecticut

Duncanville Baneshares, Inc.,
Duncanville, Texas

Excculinst Bancorp, Ine.,
Philadelphia, Pennsylvania

Figge Bancshares, Inc.,
Davenport, [owa

First Citizens Bancorp,
Cleveland, Tennessee

First Commierce Banks of Florida,
fnc.,
Winter Haven, Florida

First Commercial Corporation,
Littie Rock, Arkansas

State First Financial Corporation,
Texarkana, Arkansas

First Frederick Financial
Corporationt,
Frederick, Maryland

Higgins Bancorporation, Inc.,
Rosemount, Minnesota

hdependent Bank Corporation,
lonia, Michigan

Independent Bankshares
Corporation,

Grallatin, ‘Tennessee
Lockney Holding Company,
Wilnington, Delaware
Main Street Bancorp, Inc.,

Princeville, Hlinois
Marhin Holding, Ld.,
Marlin, ‘Texas

Bank(s) Reserve Bank

The Safety Fund Corporation, Boston
Fitchburg, Massachusetts

Safety Fund National Bank,
Fitchburg, Massachusetts

Lilmore Bancshares, Inc., Minneapolis
Flmore, Minnesota

Financial Bancorp, Inc,, Minneapolis
Trinidad, Coforado

The Savings Bank of Manchester, Boston

Manchester, Connecticut
Duncanville National Bank, Dullas
Duncanville, Texas
Republic Bancorporation, Ine.,
Philadelphia, Pennsylvania
Ossian State Bank,
Ossian, lowa
lowa State Bank,
Calmar, lowa
The Home Bank of Tennessee,

Philadelphia

Chicago

Atlanta
Maryville, Temessee

First Mercantile National Bank,
Longwood, Florida

Atlarnta

Cedar Creek Bangshares, Inc., St. Louis

Seven Points, Texas

First Bank of Frederick, Richmond
Frederick, Maryland

The First State Bank of Rosemount, Minneapolis
Rosemount, Minnesota

North Bank Corporation, Chicago
Hale, Michigan

North Bank,
Hale, Michigan

Rutherford Bank and Trust, Atlanta
Murfreesboro, Tennessee

First State Bank, Dallas
Silverton, Texas

Primceville State Bank, Chicago
Princeville, Illinois

Central Financial Bancorp, Inc., Daltas

Loreny, Texas
Central Delaware Financial Bancorp,
Inc.,
Dover, Delaware
Lorena State Bank,
Lorena, Texas
Bank of Troy,
Troy, Texas

May 16, 1996

May 20, 1996
May 20, 1996
April 29, 1996
Muay 8, 1996
May 3, 1996

April 30, 1996

May 6, 1996

May 3, 1996

April 29, 1996

May 10, 1996

May &, 1996

May 8, 1996

May 2, 1996

April 29, 1996
May 9, 1996

May 9, 1996



Section 3—Continued

Applicant(s)

Minor Financial, 1.1..C.,
Marlin, Texas

Monticello Bancshares, Inc.,
Monticelio, Georgia

NationsBank Corporatior,
Charlotte, North Carolina

NB Holdings Corporation,
Charlotte, North Carolina

P.C.B. Bancorp, Inc.,
largo, Florida

Peoples National Bancshares, Inc.,
New Lexington, Ohio

Pioneer Bank,
Mapleton, Minnesota

Security Bank Holding Company,
Coos Bay, Oregon

Security Banking Holding Company
Employee Stock Ownership Plan,
Coos Bay, Orcgon

SNBNY Holdings Limited,
Marina Bay, City of Gibraltar

Sooner Southwest Bankshares, Inc.,
Bristow, Oklahoma

Unicorp Bancshares-Delaware, Inc.,
Dover, Delaware

Unicorp Bancshares-Detaware, Inc.,
Dover, Delaware

Unicorp Bancshares-Texas, Inc.,
Orange, Texas

West Texas National Bancshares,
inc.,
Lockney, Texas

Legal Developments 697

Bank(s)

Reserve Bank

Effective Daie

Marlin Holding, 1.td.,
Marlin, Texas

Central Financial Bancorp, Inc,,
Lorena, Texas

Central Delaware Financial Bancorp,
Inc.,
Dover, Delaware

L.orena State Bank,
Lorena, Texas

Bank of Troy,
Troy, Texas

Bank ot Monticello,
Monticello, Georgia

Charter Bankshares, Inc.,
Houston, Texas

Premicr Community Bank,
Venice, Florida
The Peoples National Bank of New
Lexington,
New Lexington, Ohio
Elmore Bancshares, Inc.,
Elnore, Minnesota

Lincoln Security Bank (in organization),

Newport, Oregon

Safra National Bank of New York,
New York, New York

Southwest Consolidated 1ife Insurance

Company,
Bristow, Oklahoma
First 'Texas Bank,
Vidor, Tcxas
OrangeBank,
Orange, Texas
Vicor Bancorporation, Inc.,
Vidor, Texas
First Texas Bank,
Vidor, Texas
Silverton Bancshares, Inc.,
Silverton, Texas
First State Bank,
Silverton, Texas

Dallas

Atlauta

Richmond

Atlanta

Cleveland

Minncapolis

San francisco

New York

Kansas City

Dallas
Daldlas

Dallas

Dallas

May 9, 1996

May 2, 1996

April 25, 1996

Muay 16, 1996

April 24, 1996

May 20, 1996

May (5, {996

May 17, 1996

May 2, 1996

May 1, 1996
May [, 1996

May 1, 1990

April 29, 1996
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Section 4

Applicant(s)

Nonbanking Activity/Company

Rescrve Bank

Eflective Date

Bradlcy County Financial Services,
lic.,
Cleveland, Tennessce
Hartwick Bancshares, Inc.,
Hartwick, lowa
Muahaska Investment Compuany,
Oskaloosa, lowa

MidAm, Inc.,
Bowling Green, Ohio
CCB Services, Inc.,
Clearwater, Florida
Montgomery Bancshares, Inc.,
Montgomery, Ulinois
Norwest Corporation,
Minneapolis, Minnesota
Norwest Financial Services, [nc.,
Des Moines, fowa
Norwest Financial, Inc.,
Des Moinces, lowa
Norwest Corporation,
Minneapolis, Minnesota

Peoples Bancorp, Inc.,
Prarie du Chicn, Wisconsin

Synovus Financial Corp.,
Columbus, Georgia

TB&C Baucshares, (ne.,
Columbus, Georgia

Total Systems Services, Inc.,
Columbus, Georgia

Sections 3 and 4

Applicant(s)

Tennessce inancial Services, Inc.,
Cleveland, Tennessee

To retain its lending and servicing (of

loans) activities
Boatman’s Bank Jowa, N.A.,
Sigourney, lowa
Central Valley Bank,
Ottumwa, Towa

Spectrum Check Services, Inc., d.ba.

National Recovery Systems,
Clearwater, Florida

To engage de nove in making and
servicing loans

Cardinal Credit Corporation,
Lexington, Kentucky

PriMerit Bank,
Iederal Savings Bank,
Las Vegas, Nevada
Northridge Consulting Corp.,
Prairic du Chien, Wisconsin
To engage de novo in merchant data
processing activities

Atlanta

Chicago

Chicago

Cleveland

Chicago

Minneapolis

Minneapolis

Chicago

Atlanta

May 13, 1996

May 9, 1996

May 13, {996

April 25, 1996

May 3, 1996

May 3, 1996

May 3, 1996

April 29, 1996

April 29, 1996

Nonbanking Activity/Company

Reserve Bank

Effective Date

flome Financial Bancorp,
Spencer, Indiana

Owen Community Bank, s.b.,
Spencer, Indiana

APPLICATIONS APPROVED UNDER BANK MERGER ACT

By Federal Reserve Banks

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

the Reserve Banks,

Chicago

May 16, 1996

Applicant(s)

First Virginia Bank-Shenandoa
Valley,
Woodstock, Virginia

Bank(s)

Reserve Bank

Efiective Date

First Virginia Bank-Central,
Charlottesville, Virginia

Richmond

May 23, 1996



Bank Merger Act Continued

Applicant(s) Bank(s)

Pioncer Bank,
Mapleton, Minnesota

Republic Bank, Philadelphia,
Pennsylvania

WesBanco Bank Wheeling,
Wheeling, West Virginia

Bunk ol Weirton,

PENDING CASES INVOLVING THEE BOARD OF GOVERNORS

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

Interamericas Investments, Lid. v. Board of Governors, No,
96 -60326 (5th Cir., filed May 8, 1996). Petition for review
of order imposing civil money penalties and cease and
desist order in enforeement case.

Kuntz v. Board of Governors, No, 96 1137 (D.C.. Cir., filed
Aprit 25, 1996). Petition for review of a Board order dated
March 23,
States Financial Corp., Philadelphia, Pennsylvania to ac

1996, approving an application by Core
quire Meridian Bancorp, nc., Reading, Pennsylvania.

Kuntz v Board of Governors, No, 96 1079 (D.C. Cir., filed
March 7, 1996). Petition tor review of a Board order dated
Lebruary 7, 1996, approving applications by The Fifth
Third Bank, Cincinnati, Ohio, and ‘The Firth Third Bank of
Columbus, Columbus, Ohio, (o acquire certain assets and
assume certain fiabititics of 25 branches of NBD Bunk,
Columbus, Ohio. Petitioner has moved 1o consolidate the
case with Kusree v Bowrd of Governors, No. 95 1495, On
April 8, 1996, the Board fited o motion to dismiss the
action.

Henderson v, Board of Governors, No. 96 -1054 (D.C. Ciy.,
filed Tebruary 16, 1996), Petition for review ol a Board
order dated January 17, 1996, approviug the merger of First
Citizens BanceShares, Inc., Raleigh, North Carolina, with
Allied Bank Capital, nc., Santord, North Carolina, Petition-
ers” motion for a stay was denied on March 7, 1996,

Research Triangle  Institute  v. Bourd —of  Governors,
No. 1:96CVO0102 (MDN.C. tiled February 12, 1996).
Contract dispute. On May 3, 1996, the Board filed a motion
to distuiss the action,

In re: Subpoena Duces Tecum, Mise. No. 96-MS-43(1'P1)
(D. D.C, filed Tebruary 7, 1996). Motion 1o enforee a
subpoena issued to the Boaed secking, among other things,

The First National Bank of Elmore,
Elmore, Minnesota

tirst Fxecutive Bank,
Philadelphia, Pennsylvania

Legal Developments 699

Reserve Bank [iflective Date

May 20, 1996

Minncapolis
Phifadetphia May 3, 1996

Cleveland May 21, 1996

Weirton, West Virginia

bank examination material. ‘The action was dismissed by
stipulation on May 16, 1996,

Faner City PressiConunanity on the Move v, Board of Gover-
nors, No. 96-4008 (2nd Cir, filed January 19, 1996), Peti-
tion for review of a Board order dated January 5, 1996,
approving the applications and notices by Chemical Bank-
ing Corporation 1o merge with The Chase Manhattan Cor-
poration, both oI’ New York, New York, and by Chemical
Bank to merge with The Chase Manhattan Bank, N A, both
of New York, New York. Petitioners’ motion for an emer-
pency stay of the transaction was denicd following oral
argument on March 26, 1996, The case has been consoli-
dated for oral argument and deciston with Lee v Board of
Governors, No, 934134 (2d Cir).

Hotclikiss v Board of Governors, No. 3:960V7033 (N.D.
Ohio, filed January 19, 1996), Appeal of order of bank:
ruptey cowrl granting Board’s motion for summary judg-
ment in adversary proceeding challenging dischargeability
of Board consent order,

Menick v, Greenspain, No, 95-CV-01916 (D. D.C., filed Octo-
ber 10, 1995). Complaing alleging sex, age, and handicap
discrimination in employment.

Kuntz v, Board of Governors, No. 95 -1495 (D.C. Cir,, filed
September 21, 1995), Petition {or review of Board order
dated August 23, 1995, approving the applications of 'The
Fifth Thivd Baok, Cincinnati, Ohio, 1o acquire certain assets
and assume certain liabilitics of 12 branches of PNC Buank,
Ohio, N.AL, Cincinnati, Ohio, and (o establish certain
branches. The Board’s motion to dismiss was filed on
October 26, 1095,

Lee v, Board of Governors, No. 954134 (2nd Cir,, filed
August 22, 1995). Petition for review of Board orders dated
July 24, 1995, approving certain steps of a corporate reorga-
nization ol U.S. Trust Corporation, New York, New York,
and the acquisition of U.S, Trust by Chase Manbattan
Corporation, New York, New York. On September 12,
1995, the court denied petitioners” motion for an emergency
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stay of the Board’s orders. The Board’s briet was filed on
April 16, 1996.

Beckman v, Greenspan, No. 95 35473 (9th Cir, filed May .,
1995). Appeal of dismissal ol action against Board and
others seeking damages for atteged viotations of constitu-
tional and common law rights. The appellants™ briet” was
filed on June 23, 1995 the Bowrd’s brief was filed on
July 12, 1995,

Bouard of Governors v. Scott, Misc, No. 95 127 (LFO/PIA)Y
(1. D.C tided April 14, 1995). Application to catoree an
administrative investigatory subpoena for documents and
testimony. On August 3, 1995, the magistrate judge issucd
an order granting in part and denying in part the Board's
application. On September 18, 1995, the intervenor moved
for reconsideration of a portion of the magistrate’s ruling.
On May 0, 1996, the court denied the motion for reconsid-
cration.

Maoney Station, Inc. v Board of Governors, No. 9Y5-1182
(D.C.Cir, filed March 30, 1995). Petition for review of a
Board order dated March 1, 1995, approving notices by
Bank One Corporation, Columbus, Ohio; CoreStates Finan-
clal Corp., Phitadelphia, Pennsylvania; PNC Bank Corp.,
Pittsburgh, Pennsylvanin; and KeyCorp, Cleveland. Ohio,
to acquire certain data processing, assets of National City
Corporation, Cleveland, Ohio, through a joint venture sub-
sidiary. On April 23, 1996, the court vacated the Board’s
order.

{n re Subpoena Duces Tecun, Misc. No, 95 00 (D.D.C tiled
January 0, 1905). Action to enforee subpoena seeking pre-
decisional supervisory docunients sought in conaection with
an action by Bank of New England Corporation’s trustee in
bankruptey against the Federat Deposit lnsurance Corpori-
tion. 'The Board filed its opposition on January 20, 1995,
Orad argument on the motion was held July 14, 1995,

Baard of Gavernors v. Pharaon, No. 91-CIV-6250 (8.1, New

York, filed September 17, 1991). Action to freeze assets of

individual pending administrative adjudication of civil
money penalty assessment by the Board. On Sceptem-
ber 17, 1991, the court issued an order temporarily resteain-
ing the transler or disposition of the individual’s asscts.

FINAL IINFORCEMENT ORDERS ISSUED BY THE BOARD
OF GOVERNORS

Ricardo Colon
New York, New York

The Federal Reserve Board announced on May 23, 1996,
the issuance of an Order ol Removal and  Prohibition
against Ricardo Colon, the Controller of the New York
branch of Banca Nacionale Dell* Agricultore, Rome, taly.

Michact Galictta
New York, New York

The Federal Reserve Board announced on May 14, 1990,
the issuance of an Order of Prohibition against Michael
Galictta, a former securitics trader at Deutsche Morgan
Grenfell/Cd. Lawrence, Inc., New York, New York, a
nonbank subsidiary of the Deutschie Bank AG, Frankfurt,
Germany.

Howard S. Miller, Barry S. Winter,
and Keith E. Leonard
New York, New York

The Federal Reserve Board announced on May 22, 1996,
the issuance of combined Orders to Cease and Desist and
of" Assessment of Civit Money Penatties against Howard S.
Miller, Barey S0 Winter, and Keith . Leonard, former
institution-aflitiated parties of The Sequor Group, Inc.,
New York, New York, a former nonbank subsidiary of
Security Pacitic Corporation, Los Angeles, California, a
former bank holding company.

WRITTEN AGREEMENTS APPROVED BY [100RAL
RESERVE. BANKS

Keyesport Bancshares, Inc.
Keyesport, Hlinois

The Federal Reserve Board announced on May 14, 1996,
the execution of a Written Agreement between the Federal
Reserve Bank ol St Louis and Keyesport Baneshares, luc.,
Keyesport, [llinois,
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Guide to Tabular Presentation

SYMBOLS AND ABRREVIATIONS

¢ Corrected

¢ Eistimated

.. Not available

ne.c Not elsewhere classitied

p Preliminary

r Revised (Notation appears on column  heading

when about half’ of the figures in that column
arc changed.)

* Amounts insignificant in terms of the last decimal
place showa in the table (for example, less than
500,000 when the smallestunit given is millions)

0 Caleulated to be zero

C Cell not applicable

ALS Automatic transfer service

BIF Bank insurance fund

()] Certificate of deposit

CMO Collateralized mortgage obligation
FFB Federal Financing Bank

FHA Federal Housing Administration
FHLBB Federal Home [Loan Bank Bourd

FHIL.MC Federal Homne Loan Mortgage Corporation
FimHA Farmers Home Administration

FNMA Federal National Mortgage Association

FSLIC Fedeval Savings and 1.oan Insurance Corporation
G-7 Group of Seven

GENERAL INFORMATION

In many of the tables, components do not sum to totals because of
rounding.

Minus signs are used to indicate (1) a decrease, (2) a negative
figure, or (3) an outflow.

“U.S. government sccuritics” may include guaranteed issues
of U.S. government agencies (the flow of funds figures also

G-10 Ciroup of Ten

GNMA Government National Mortgage Association
DP Gross domestic product

HUD Departinent of Housing and Urban

Development

IMF International Monetary Fund

10 Interest only

IPCs Individuals, partnerships, and corporations

IRA Individual retirement account

MMDA Money market deposit account

MSA Metropolitan statistical arca

NOW Negotiable arder of withdrawal

ocnD Other checkable deposit

OPEC Organization of Petroleum Exporting Countries

OTS Office of Thrift Supervision

PO Principal only

RELT Real estate investment trust

REMIC Real estate mortgage investment conduit

RP Repurchase agreement

RTC Resolution Trust Corporation

SAII Savings Association Insurance Fund

SCO Securitized credit obligation

SDR Special drawing right

SIC Standard Industrial Classification

VA Departinent of Veterans Affairs

include not fully guaranteed issues) as well as direct obliga-
tions of the Treasury. “State and local government” also in-
cludes municipalities, special districts, and  other political
subdivisions,
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1.10 RESERVES, MONEY STOCK, LIQUID ASSETS, AND DERT MEASURES
Percent annual rate of change, seasonally adjusted’
1995 1996 1995 1996
Muonctary or credit aggregate
Q2 Q3 Q4 QI Dec. Jan. teb, Mau. Apr.
— —
— ’_'
Reserves of depository instintton”
1 Total 7.5 1.5 6.9 79' 7 16.1 16.4 19.2 1.7
2 Requared . - 6.0 2.5 1.7 85 6.0 210 2. 13.2 116
4 Nonbottowed Qe e 8.2 24 64 6.5 S 1S 10.3 19.6 - 132
4 Monetity base’ .o 5.8 17 2.1 15 5.0 ) 4.0 8.4 N
5 M 4 1.5 5.1 27" 4.4 0.1 2.0 10.0 31
Y 38 09 iy 5.0 5.5 4.8 5.0 (W] 1.2
7 0.3 8.0 44 7.0 7t 75 98 10.6 1.3
T S 73 9.4 59 5.0 53 a1 4.3 12,2 .
9 Debt oo 7.0 4.6 45 4.4 3.6 28 5.5 09 1L,
NORDQISUCIHon Components
0 mM2' . 58 0.9 8.1 9.3 9.9 9.7 B.1 1.6 a0
11 I M3only® ..., {6.9 12.1 6.4 12.7 17 18.3 209 6 1.9
Limne and senings deposity
Commercial banks
12 Savings, ingludmg MMDAs .. 65 90 13.1 226 2322 28.2 16.5 252 8.8
13 Smaltume oo . 204 .G 39 0 1.7 4.6 10 8.5 58
14 Lageume™ oo 13.6 131 19.4 LR 6.0 6.3 19.7 277 9.1
‘Fhritt institutions
15 Savings, ingludimg MMDAS. o000 14.5 7.3 2.8 3 -2 3.0 6.4 57 143
16 Snall time 235 4.3 4.7 2.0 37 8.0 Lo 9.1 20
17 Lage time® 16.7 13.7 8.0 6.2" 4.8 6.0 1.6 0.5 LG
Money war ket mual funds
I8 Retail o oo o e 14.2 30.9 16.5 14.7 13.0 9.0 15.6 27
19 dnstitution-only ..o 0 s s 0.5 27.6 10.3 279 12.8 180 69.2 13.0
Reprchase agreemenns gud Fwiodoflars
20 Repurchase agreements™ 000 7.4 5.0 14.6' 1.3 49.9 454 1.7 13.5 4.6
21 Burodollas™, 0 oo o0 Lo 13.6 9.4 6.7 18.2" 7.9 60.5 10.3 4.0 26,7
Debt components’
2D bederal. o L L 54 46 2.3 19 -4 R 6.0 [N i
2 Nonfederal, o0 Lo 00 o o e 1.6 4.7 5.4 53 5.0 St | 5 4.7 i,

t. Untess othetwise noted, rates of clange e calenlated from average amounts outstand-
g durimg preceding inonth or quantel

2. lagures incorporate adjustnients for discontinmties, or “caks.” associsted with
wepulatory changes fnseserve requiements, (See aso table 1.200)

3. The seasonally adjusted, break-adjusted monetary base consists of (1) seasonally
adjusted, Dreak-adjusted totaf seserves (line ), plus (2} the seasonally adpusted cassency
component of the money stock, plus (3) (for all guaiterly repaters on the *“Report ot
Transaction Accounts, Other Deposits and Vault Cash™ and fo1 all weekly repoters whose
vinilt cash exceeds theit requited 1eserves) the seasonally adjusted, break-adyusted differcnce
between cutrent vault cash and the amount applied to satisty cunent tesetve requitements,

4, Compositon of the money stock measures and debt is as follows:

Mi. (1) curtency outside the TS, Treasury, Federal Reserve Banks, and the vaults ot
depository mstiutions, (23 travelers cliceks of nonbaak tssuets, (3) deand deposits at all
commuerciul banks other than those owed to depository mstitutions, the TS, government, and
Loteign banks and ofliczal mstitutions, tess cash dtens ia the process of collection and Federad
Reserve float, and (4) other checkable deposits (OCDs), consising of negotiable order of
withdrawal (NOW)Y and automatic transter setvice (ATS) accounts at depository institutions,
credit union shate draft accounts, and demand deposits at (iife institutions, Seasonally
adjusted ML s computed by swnming cuneney, tavelers checks, demand deposits, aid
OUDs, cach seasonally adjusted sepatately.

M2: M1 plus (1) savings (including MMDAS), (2) small-denomination take deposits (e
deposits-including retail RPs— in amounts of less than $100,000), and (3) balances n retald
money matket mutual fands (money funds with mummum instial investments of less than
$50,000). Exeludes individual setstement accounts (FRAs) ind Keogh balances at depository
institutions and money minket fuids, Seasonally adjusted M2 is caleulated by samning
savings deposits, small-denomination time deposits, and aetnl money fund balanees, each
seasonally adjusted separately, and addmg this tesult to seasonally adjusted M.

M3 M2 plus (1) large-denomimation tne deposits (in amounts af $100,000 or more), (2)
balances n institwtional money {unds (money funds with minenem inital mvestments of
$50,000 or maoie), (1) RP habilities (ovenught amd teom) issued by all depository institutions,
and () Burodollars (avermght and termy held by ULS, residents at toreign bianches of 1U.S.
barihs worldwide and at all banking oflices in the United Kingdom and Canada Excludes

amounts held by depository insnitutions, the 1S, government, money market funds, and
foretgn banks and ofticial institutions, Seasonally adjusted M3 is caleulated by summing laige
tinie deposits, institational money fund balances, RP Jdiabilities, and Ewodollms, ¢ach
seasonally adjusted sepatatety, and adding this 1esult to seasonally adjusted M2,

L: M3 plus the nonbank public holdings ot U.S. savings bonds, shon-tetm Treasmy
seeutities, commercral paper, and bankers acceptances, ner o) money market jund holdings of
these issets. Seasonally adjusted 1. is computed by suniming TLS. savings bois, shoit-tetm
Tieaswry secutities, commercial paper, and bankers acceptances, each seasonally adjusted
separately, and then adding this result to M3,

Debt: The debt aggregate is the outstanding credit market debt of the domestic nontinancial
sectans —the federal sector (LS. government, not mcluding govenment-sponsored entet-
prises o dedenally related mortgage pools) and the nonfedersl seetors (state and Jocat
governments, houscholds and nonprohy myganizations, ponfinancial colporate and nonfarm
noncorporate businesses, and farms), Nonfederal debt consists of munigages, tiux-exempt and
corporate honds, consumer eredit, bank loans, commerctal paper, and other Toans, The data,
which are detived hom the Federal Resetve Board's low ol funds accounts, we break-
adjusted (that 15, discontinties i the data have been smoothed into the seties) and
manth-averaged (that s, the data have been derved by aveagiog adjacent month-ead levels).

S, Sum ol (1) savings deposits (including MMDAS), (2) stuall tune depasits, and (3) setail
money tund balances, each seasonally adjusted sepatately.

6. Sum of (1) large ime deposits, (2) instituttonal money fund balances, (33 RP liabiliues
(overpight and term) ssued by depositony institutions, and (4) Ewodollars (overmght and
tenm) of ULS. addressecs, each seasonally adjusted sepatately,

7. Smalt ime deposit cluding retarl RPs —aie those issued in amounts ol less than
F100,000 AlLIRA and Keogh aceoum balances at commercial banks and thift instiutions
we subttacted from small time deposits,

8 Large hme deposits are those issued it amounts of $100,000 or more, excluding those
booked at international bankwg facilities.,

9. Large time deposits at commercial banks less those held by money ket funds,
depository wistitutions, the US govermment, and toretga banks and oflicral institations,

10, Includes both overnight and teim.




Money Stock and Bank Credit AS

LU RESERVES OF DEPOSITORY INSTUPUTIONS AND RESERVE BANK CREDIT!

Millious of dollars

Ape 24

421 821

AKO,152
6,126

2401
200
Q

179
36

0

10
32,4431

11,052
10,168
24,092

411,635
39

4,250
1K0
60,0584
306
12,898
21,632

Apr, 24

436,292

380,310
17,544

2491
1820
0

It

Al

0

12
RRRV

11.052
10,168
24,202

411,793
6

THYT
210
06,054
170
12,171

({‘\l:/l‘y]‘;ll“:"::lﬁ Average of daly fymies tor week ending on date indicated
Tador 1996 1996
T — —_— S R
Feb, Mau, Apt. Mar, 13 M. 20 Apr 10 Api 17
SUPPLYING RISERVE FUNDS
I Resetve Hank credy uulslundum ............. 408,020 414,344 418,391 414,087 415,312 414,640 415,778 418,171 420,131
(1S, govermmnent secunties”
2 Bought outright ~ System account ... 373807 377,309 378,891 REFNOR] 377,692 176,932 7T AT 71058 379,270
3 Ueld under repuchase apeemems . 218 2,398 4,566 2,591 2,724 3,077 3,501 0,317 5.830
Federal ageney obligations
4 Bought outright ..o 2044 2,559 2492 2,508 2,539 2,533 2,520 2,521 2,491
5 Held uader repurehase agrecmenty . 26 17 180 114 403 360 1,000 57 2
O ACCPITes o, L 0 0 [\l i} 0 0 ] 8] Q
Laany to depository institations
7 Adjustment credi 27 16 57 5 6 10 27 34 4
d Seasonal credit, ..o 7 10 33 7 10 B I 19 24
9 Extended aedat o0 i 4] 0 0 0 { 0 { 0
10 Float oo oo o O 1,139 (s i1s 1.270 747 204 16 7 07
11 Other Tedetal Reserve assets L FEE 3,764 31,028 11,857 R 3L190 31,312 3,218 RINRY M 42,004
12 Galdstoch o0 11,053 [1,053 11,052 11,053 11,05% 11,053 11,053 11,053 11053
13 Special diawmg tghts certiicate secount 10,168 10,68 10,168 10,168 11,168 10,68 10,168 10,168 10,108
{4 Tieasury cuneney outstandig . oL st 24,221 24281 24,208 24,222 24,20 24,250 24,264 24,278
ABSORBING RESFRVL ['UNDS
15 Cwrency m chrculation 412827 415,70 418,246 415,780 416,343 415,916 417,212 419,098 419,308
16 “Teaswy cash haldings 270 297 12 282 30 304 14 it 3
Deposits, other than teserve ba
Federal Reserve Banks
17 Tweasny AR 5010 7,418 3,507 7,215 5,048 0,01/ 5,986 7.055
18 Faeign . 220 186 187 181 m 194 1800 212 189
19 Seiviee-1e 0,005 5,992 5938 0,429 5,743 6,015 5,928 5.807 5,800
200 Other 186 394 370 392 385 371 404 172 RISR
21 Other Federal Reserve li )lllllu and capital AR 12,600 13,022 12,813 13,300 12,928 12,872 12,645 12,789 12,950
22 Reserve balances with Federal Reserve Banks' 16,724 18,515 18,709 18,247 17,636 19,357 18,558 19,014 19,047
Lnd-ot-month ligues Wednesday Lguies
[ T [ [
teb Mar. Apr. Mar, 13 Mar, 20 Mar. 27 Apr. § Api, 10 Ap. 17
SUPPLYING RISERVE FUENDS
I Reserve Bank credit mml:md(ug 409,894 415,996 416,892 423,455 413,340 421,052 415,555 421),6(4) 428,785
LS. government secutities”
2 Bought outtight - System account ... 170,519 17056 381,800 377459 378,383 316,787 179,384 377,189 379827
3 Held under tepuchase agrecnents .0 L 0 3,896 0] 10,493 4] 8,216 1,903 8,148 13,412
Federal ageney obligations
4 Bought outiight . 2,634 2,526 2,444 2,539 2,549 2,526 2,520 2491 2491
5 Hetd under upuu]m\( A;Jul)h lll\ . 0 1,000 §] 1,100 0 2084 1.000 400 152
O Acceptances .o L e 4] 0 0 O 0 0 0 0 4]
1 oatrs to Llcpmnmy mm!u[mn\
7 Adjustment credit .. .. 12 4 21 0 7 26 8§ 0 |
8 Seasonal credit 0 9 71 ¥ 14 12 17 20 i
B4 Extended credat 0 { 0 0 0 0 0 0 {
10 Float . 303 28" 821 417 1,341 247 230 818 336
It Other Iulu.ll RL\U\’ HASCES L 30,330 § 447 31,728 34,404 11,066 31,617 HHLv43 1,534 12,532
12 Gold Stock oo o 11,053 11,053 11,052 11,0583 L0583 11,053 t1.053 11,053 11,083
13 S))uul hawmg nghts LLJIJ]ILAIL' account HY, 168 10,108 10,168 10,168 10,168 10,108 10,168 10,168 10,168
14 Trensny cutency outstanding 2, 104" 24,250 24,400 24,208" 24,222 24,236 24,250 24,204 24,278
AHSORBING RISSERVE FUNDS
15 Cuneney in crculanon 414,008 410,261 H7,681 al7,020' 416,651 417,509 419,012 420,545 419,404
16 Tricasury cash holdings 279 4 8% LR 413 34 17 A9 RID)
Deposats, other than 1eserve balances, with
Federal Reserve Banks
17 Treasuy 5,042 1021 11,042 5,208 4444 4,503 4,485 5,000 15,608
18 Toreign 209 191 166 166 16K 172 168 201 224
1 Savice-telited 1 ].ulus and adjustiients 5,763 5,028 6,055 0,429 5,143 6,035 5,928 5,807 5,800
20 Othet Rk 348 360) 370 RYA) 45 08 305 158
21 Other Federal Reserve liabihties and capital 13,002 12,714 12,559 12,968 12,664 12,685 12,254 12,793 12,785
22 Reserve balinces with Dederal Reserve Banks ! 16,038 18,0008 14,268 26,402 18,424 24,816 8,460 20,995 10,758

36658

[. Amounts of caslt lield as rescrves ate shown i table (17, fine 2,

2 Includes seemities loaned  tally guaranteed by US. govermment secutities pledged
with Federal Reserve Banks — aml eacludes securities sold and seheduled to be bought hack

wnder matched sale- purchase transactions.

1 Excludes equited cleanug tidances and adpustients to compensate tor foat.
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RESERVES AND BORROWINGS

Millions of dollus

Domestic Financial Statistics 1 July 1996

Depository Institutions!

Protated monthly averages of biweekly averages
Reserve classihcation 1903 1994 I‘Nﬂ 1995 1996
Dec. Dec Dec, Oct, Naov. Dec Jan, teb, Mar. Apr,

I Reserve bilances wtlt Reserve Banks 29,474 REN(ST.] 20,440 21155 20,066 20,440 17,763 16,792 18,426 19,184

2 Total vanlt cash’. L WHHIR 40,378 42,117 40,564 40,576 42,117 44,790 12,205 4,908 40,907
3 Applicd vault e’ L A3 484 16,082 17,400 36,345 36,332 37,460 170 106,957 36,45k 360,088

4 Suiplus \/;nlll Cashooo o o 3,33 3,696 4,657 4,219 4,244 4,657 5600 5,248 4,510 4,278
S lotal weserves” P 62 858 61,340 57,900 56,400 56,307 57,900 56,934 S3,740 54,884 55,860

& Requited wesetves.ooo 61,795 60,172 50,022 55,410 55,454 56,622 55,449 52,898 53,747 54,750
7 bixeess 1eserve balances at Rx SCIVe lhlnk\ 1,064 168 1,278 1,081 043 1,278 1,445 RS 1,187 1,120
8 totad bontowimgs at Reserve Bunks® 82 200 257 245 204 287 38 15 21 91
9 Seavonal \mm\\\'m\.\ vvvv 3 1 A4 199 Al 40 1 7 16 W
W batended aedit? oL oo 0oL 0 0 ( 0 4] 0 0 QO 0 0

Biweekly averages of daily igaies tor two week pertods ending on dates nudicated
19U6
Jan. 3 Jan, 1/ Jun, 31 Ieh. 1.} beb 28 M, |3 Ma, 27 A 1 A, 24 May 8
R e I I - —— g

1 Reserve balinees with Reserve Banks .. 21,558 19,658 15,0055 15,540 17,938 18,192 18,492 18,954 20,431 16,877

Dol vanlt ekt 41,805 A4 166 40,012 4130 41536 10,418 0977 RITRIA 42,089

3 Applied vault casdtt L 37,358 34,104 3626 3K, 455 36,815 36,011 36,767 36,417 37,190

1 Suiplus \‘m][ caslt®, ERIRI 5,002 6,416 S.077 +.691t 4,428 4,210 4,001 4,000

5 lotal reserves” Lo 58,910 58,762 54,68) 54,000 55,037 54,502 55,721 50,748 34,000

6 Required seserves, S7,313 57,1483 53,3560 53,28% 53,920 53,40 54,507 55,020 53,002
7 Bxeessaeserve balanees at Ruu\'( H‘lnkx 1,59/ 1,619 1,320 713 L ]‘I 56 Lisd | 1,119 1,064

8 Total borrowings at Reserve Banks” . 218 22 o 24 s 20 47 122 92
9 Seasonat lmuuwu\y\ NN . i8] - 5 4 R 12 o 30 n
10 Extended credu”, .. 0 {) 0 0 Q0 0 4] r‘ 8] 0

It

- Data i thies 1able also appean o the Bod's H A (502) weekly stanstical elease o
oncering addiess, see piside front cover, Data we not break-adiosied on seasonatly adjustet,

20 baxchudes requned cleaing balances and adgustments 1o compensate for float and
melides athier oft balance sheet “as-ot” adjusanents

Total “lagged” vault cash held by depository  mstitutions subjeel 1o esenve

equirements Dates refer o the madntenance penods dunmg which the vault castomay be used
0 sdlisly geserve tequuetients the mamtenance pered for weekly aepartets ends siateen
days alte) the Jagged compmation period duying which the vinlt cash is held Betore Nov, 25,
1992, the maintenance petiod ended thitty days after the Tagged computation period

4 Al vkt cash held dunmg the lagged computation period by “bound ™ instiuons (that
is, those whose requited 1eserves exceed then vault cashy plus the amount ol vault cash
applicd durng the mmntenance period by “nonbound ™ mstitations (that i, those whaose vault
cish exeeeds thert required tesetves) ta satisty careent 1eserve tequuements,

5 Total vault casl (ine 2) less apphed vault cash (line 3

6. Reserve balances with Federal Reserve Banks (hne 1) plus applicd vault cash
(e 3),

7 Tatat reserves (line 53 less tequured seserves (ine 6)

R Also includes adjustient credit,

9. Consists of bipownig at the discount window under the tenns and conditions estab
Iishied for the extended credu program 1o help depository mstitittons deal witde sustamed
liguidaty pressates, Because there s not the same need o repay such borrowing pomptly as
with tradinonal sher-tenm adjustiment credit, the money market eflect of extended credit s
sinulat to that of neaborrowed 1eserves,

113 SELECTED BORROWINGS IN IMMEDIATELY AVAILABLE FUNDS  Large Banks'
Mitlions of dollars, averages of daily figuies
1996, week ending Monday
Soutee and matunty
M. } Mt 11 Mar. I8 Mar 29 Apr. 1 Apu K A LS Ap, 22 Ay, 29
Fedeval funds prorchased, repurchase ugreements, and other
selected boriowings
From commercral banks in the Unied States
! Fog ate day o under continuing conttaet L L OMDX 88072 85053 82,749 33,135 03,383 9600 87,706 81,920
2 Forall other matwities . oo oo 0 e 12,004 12,728 13,092 13,801 13,693 15,245 13,022 15,649 17,657
Irom uther depositary mshitutons, foreign h.mks and oflicial
nstitutions, and US, povernnient agencies
3 or one day or under contmuing contract . . L 19,808 19,374 20,324 20,481 20,235 20,084 23383 24,078 19,0051
4 Forall aother matadies .. oo 18,516 18016 17,783 18,461 17,583 17,066 17877 I8,141 19,418
Repinchase agreements on U8 governnent and federal
ARERCY SeCi itiey
Biokers and nonbiish dealers w secuniies
5 Pot ane day o weler continiiag contract L. RER IR 23,082 24,885 25,6016 24305 14,93 2103 10202 16,7007
O Fovall other matwmies «.ooo o0 0 L0 oo 27,495 28,792 3675 32,780 28,287 §3.927 ~,1_'/ 47,802 40,479
All ather customers
7 I ot one day o1 under umlumuu, contiact ..., ... 14,309 19,309 38,241 36,151 15,665 4,918 RICR. B0 34,540 15314
8 Forall othen matunties . .o . 14,547 14,716 14,138 14,061 14,188 18,634 13,684 13,150 13,962
Minto
Federal funds foans and 1esade agieements i immediatels
avatlable funds i matiiies of one day o under
contimuang conbacl
9 T commercial banks m the Uumd Stales. ... 6H1,942 50,641 61,193 60,964 549,288 65,42 6RO 64,377 (SRR
10 1o all ather specitied CUSIOICES 34,460 27,544 27,535 23,729 23,208 27,200 20,003 25851 20,548

Lo Banks with assets of $4 billion or mote as of Dec, 31, 1988,
Dt this table also appear in the Board's 115 (507) weekly statistical release.
ordering addiess, see side front cover,

F

2. Brokers and nonbank dealers w secarities, othier deposaoy institutions, loieign banks

and official institutions, and U8, government agencies,



114 VEDERAL RUSERVE BANK INTEREST RAVES

Pereent per year

A7

Policy Instruments

Current and previous levels

Adjustiment creda!
Lederal Reserve - - o - - I - ST T
fhank On Eltecuve date Frevious sale On
6/7/%0 : * A /1196
[ I _ S e |
Bostn | 500 23190 9.2 51
New Yotk 1/31/96
Plulsdelping 1731490
Cleveland | . 1731796
Richmond ..., 22100
Allanta . 310
Chicago | 2196
St Louis, A/96
Minneapohs /3190
Kansas City RIAYOIN
Dallas . . . 1737906
San Franciseo 500 1731796 525 5,3
— L — b . - - S
Range of rates tor adjstment
Range (or | FR Bank
Blectivee date level  All ol Lltective date
'R Bauks NY,
fueftedt Dee 34,1977 . 6 O Y81 Nov 2 ..
O .0 ..
197% lan 9 0 0.5 63 e 4
200 63 0.5 .
May 11, P 65 7 FORY duly 20 L
12 . .o / 7 2%
July 3 . . 7125 7% Aup, .
... ... . 705 725 3
Aug. 21 775 774 th
Sept. 22 1 8 77
Qe o 8BS LIl 30
20, 8.5 hiel Qa7
Nov. 1., RN . By 9S8 .5 I
oo . 0.5 95 Nov, 22
%0
1979 July 20 .. . . g 10 D, 14
Aung. 17 ... 10 10,5 105 15
0., (IR 10.5 17
Sept 19, . Sl owan 1l
L B . . I il 198 A v
Oct 8 . . . [N 1 1h
o ... .. 1 1 Nov
26
1080 teb 15 1213 13 Dee 23
10 o . 13 13
May 29 P [ 14 LORS May 20
N . . 1 1 2
Jone 13, . (R [l
6 al 1 1986 Mar, 7/
July 28 1 10 10
29, . .. 1 1) Apr L
Sept 26, . . I 11 hE)
Nov 17 .. o 12 12 July 11
Dee, 5, RN 13 Aunp 21
B N . [ 13 3)
1981 May 5. . . . R i
5 I 1 1087 Sepr.

Seasondl credit Paxtencled aedir?

On
Sective date e ale Hoctive . ey ale
Eficenve date Previous aale o196 Llectve date Previons wale
0/0,96 530 580 0/6/96 R0
6/0/96 5140 SR [0 .80

credit i ecen yCdlhl

Range (o 'R Bank Range (i "R Buank
fevel) Al of Iudbectse date fevel) Al of
PR Banks N.Y PR Banks N.Y
131 [ 1088 Aup, 9 665 .5
13 13 1 us 65
B N
1989 b 2} A . Oy /
IS 1.5 2 . o / !
s s
1 HLs 11 1990 Dee, 19 0.5 (]
i [N
10.5 s 1991 1eb | L 065 O
10 100 1o - Lot 19 O

10 1 Ap ¥ i, 550 54

910 DR May 2 . . A 5
94 9.5 Sept, 13 .. C 385 9
G 9.5 9 7 . e bl )

Y 9 Nov 6 A (I [
RS Y 9 7o 45 4
859 3.5 e, 20, 39 4 3y

85 RS 4 LN 3.5
8450 [l 992 ity L L o (I 3
9 v / 3 3
K50 K.5
89 8.9 1990 May (7. .. oL LR i
R 8 B i5 19
Aug 10 39 t
R 15 18 -+ 1
75 75 Nov. 15 . . . RN WA LS
17 47 A
705 /

7 7 1994 teb [ 7S 520 WA
657 6.3 9 N 5.9

05 0.5

0 0O 1996 Jan 3 SO0 5 S0
S50 95 Ieb 5 A 00 500

55 55

1 eflect hae 7, 1990 SO0 500
55 6 8
O @

1 Avatlable owa sttt o bases 1o help depository stitutions meet temporary needs 1o
funds that cannot be et thiougdocisomable atternatve sourees The lrghest e established
ton Joans 1o depositony mstiiations may be chwped on adgstment credut foans of unasual size
that resudt teom a major operating problem at the borrower’s tacihty

2. Available 1o help relatrvely small depository mstitudons meet egelar seasonal needs tor
tunds that atise from s ckew paliern of wiayemly moverents i their deposits and foans and
that vannot be met through special industy leders, The discotntate on seasonal credit takes
o accomit raes clhunged by maket somees of tuads and ordinanly s eestabished oo the
frest Dusiness day of cach two-week reserve mamtenance penod; however, 10 never fess than
the discount rate apphicable o adjnstiment credat

L May be made avantable 1o deposiory snstiuions when siular assislanee 18 nol
reasanably aviilable hom ofler soutces, cluding special mdustiy tenders Such credit nay
be provided when exceptional crrcanstanees Gincludmyg sustained depostt dusas, mpadied
aceess o money manket tunds, or sudden detenoration o loan iepayment pertoimanee) v
practices mvolve only apaticatan mstitution, or o meet the necds of inshitutions expeticneing
dificudties adpsing 1o changing market conditions over alongrer perod (paroculaily at tes
ol deposit dhsitermediation), The discount rate applicable to wdjustment credn ordimanity s
charped on extended-credit loais outstanding less i thinty duys; bowever, at the disoction

of the Federal Reserve Bank, this tune penod nray be shoriened. Beyond tas il perod, a
flexible rate sonewhat above rates charged on market somces of fuds s charged, The rate
ordmaudy s reestablisbied an the fust business day ot vach two week ieserve mamieanee
period, but s never less than the discount rate apphicable to adpstoient esedit plus 0 hasis
pouits

o For carlier data, see the tollowimyg publications ot the Boaod of Governors: Bankug and
Monctary Statistres, 1904 194 and 1941 1970, and the Annual Statsnical Digest, 1976
{979

fn 1980 and 1981, the Fedenal Reserve apptied a surctirge (o short teone adpustinent ctedit
horrowmgs by mstituions with deposits of $500 nnlhon or more that had bowowed w
successive weehs o i more han fow weeks wacalendar quarten, A3 percent suschinge was
e efleet from Man, 17, 1980, trouph May 7, 980, A suichinge of 2 pereent was ieimmposed
on Nov 1/ 1980 the sichanpe was subsequently used to 3 percent o Dece 5, 1981, and to
4 percent o May 5, 1981 The sucharge was edieed 0 3 percent eflectoe Sept 22, HORI,
and 1o 2 pereent elieetive Oct 120 T80 As of Oct [ 981, the forawtda toe applymy the
suecharpe was chanped Trome a calenda quartet 1000 moviig thuteen-week penod, The
surchiuge wis chiminated on Nov 170 1981
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115 RESERVE REQUIREMENTS O DEPOSITORY INSTITUTIONS'

Type ot deposit

Net transaction accotnds .
1 $0 mithon %520 milhon .
2 Maore i $52.0 nullon

3 Nonpersonal e deposits™,

4 lwocunency labiiies”

Requuement

Peseentage ol

deposits

Iflective date

VR l 12/19/05
10 12/1995

..... ] 12/27/90

----- 0 1242190

1 Reguared teserves wst be held the torm ol deposits with 1ederal Reserve Banks
o1 viault cash Nopnmemher istitubions may neambain resetve batiwnces with a fedeal
Reserve Bank mdirectty, onapass-through bases, sath certan approved mstinauons oy
previnus reseve tequitemients, see cadden edittaes ol the Annwal Report or the Federal
Reserve Bullenn Under thie Monetay Contiol Act of 1980, deposttony institutions
melude commescral banks, niutaal savings banks, savimps and [oan associations, cedit
unions, agencies ad branches ob toreign banks, and Fdge Act cotporations,

2. Transacnon accounts melude all deposits agamst winch the account holder i petamtied
to make withdiawals by negotable or tansterable mshumetds, payniest ordeis of wath
drawal, o telephone or preauthorzed wansfers Jor the puipose ot naking paynents o thind
frersons or athers, However, money market deposit accounts (MMDA) and syl accounts
subject o the woles thatl permist wo more than six preadthotized, adtomatic, o other tiansters
per menth, of which no e than thiee may be diechs, e savings deposits, not tansacton
ACCOUNIY

3. The Monctary Contiol Act of FORG requunes that the anwunt ol ransac ol aceounts
against setuet thie 3 peccent ieseve wequuerient applies be modified anpually by 80 petcent of
the percentage chaige m transaction acconnnts held by all depository institutions, determned
as ol hune 30 of cach yean, Blicetive Dee 19, 1995 the amount was decieased from $54.0
million to 992 U milhon,

Under the Game St Germain Depository Institutions Act ot 1982 the Board adjusis the
amotnt of teservable fubiites subect (o o sero percent reseeve requttement each year loy the

sticeeeding calendar year by 80 pereenty of the percentage increase in the total reservabde
Tabihities of afl deposstory mstitations, measteed onan annual basis @ of June 30, No
vorresponding adjustment is made in the event of d dearease The exemption applies only 1o
accounts it would be subject 1o a3 percent reseive requitement. Ellectve Dee. 19, 1995,
the exemption was tarsed trom $4.2 mihon 1o 43 mdlon,

4 The aesave requirement was aeduced flom 12 pereent to M pereent on
Apr 2, 1992, for misttunions that teport weekly, and o Ape. 16, 1992, dor mstiations that
reporl quantely

5. For mstuhons thal yepant weehly, the seserve teguitemnent on nonpersiniad time deposits
with an aniginal matunty ot fess than 1 years was reduced from 3 pereent to 14 percent L
the mamtenance penod it began Dee 13 1990, and 1o sero Jor the mantenaace period that
bepan Dee 27, 990 For mstitutions that weport quanterly, the teserve requoenient o
nonpersonal tme deposus with an origmal matonty of less than 112 years was ieduced fiom 3
poseet to sewer o Ja, 17,1991,

The reserve requitement on nonpersonal tme deposits with an ouginal mawity of |4
yems ar more has been zeia sinee Gat 6, 1983

6 Thereserve tequaement on batocunency lalnhities was weduced from 3 peteeat 1o seto
i the sane mannet and on the same dates as was the 1eserve sequitement on nonpersoial
time deposits with an onginal mutwsty of less than V5 yoars (see note 5).
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS'

Millions of dollars

1995 1996
Type of ransaction 1993 1994 1995
and maturity
Sept Oct Nov. Dec. Jan Feb Mar.
U.S. TREASURY SECURITIES
Ouarright transactions (exvluding muatched
transactions}
Treasury bills
1 Gro 1717 17.484 10932 409 1.350 4271 0 0 0 0
2 Gro . 0 0 0 0 0 0 0 0 0 0
3 Exchanges ..., . . .. 332229 376.277 398487 30,333 29.397 39.057 31.535 31476 39,332 30.556
4 Redemplions ......... ... . 0 [¢] 900 0 900 0 0 0 0 0
Others within one year
S5 Grosspurchases......... oo 1.223 1.238 390 0 0 0 390 0 0 0
6 Gross sales . . 0 0 0 0 0 0 ] 0 0 0
7 Maturity shifts . . 31.368 0 0 0 1.745 6.108 0 2,048 2,746 0
& Exchanges ..... A . | ~36582 —21444 0 0 ~2,049 4937 0 -3.287 ~7.575 0
9 Redemptions .......... ... ... ... 0 0 0 485 0 6] i 1.228 0 0
11350 9168 4,966 100 0 0 2217 0 i} 0
0 0 0 (4] 0 0 (] 0 0 0
- 27.140 — 6,004 0 0 ~1.745 ~3.292 0 ~2,048 - 1.908 0
1} 17.801 0 0 2.049 3,237 0 3.287 5175 0
Five 1o ten year:
B4 Gross purchases. .. ..o o oo 4,168 3818 1.239 [{] 0 400 4] 0 4] 0
15 Gross sales . . 0 0 0 0 0 ] 0 0 0 0
16 Maturity shi . - o - 3145 [t} 0 0 —816 0 ) -~818 0
17 Exchanges ... oo 0 2.903 0 0 0 1,700 0 0 1,500 0
More than ten
18 3457 3.606 322 100 0 0 1.884 0 0 0
19 0 0 8 0 0 0 0 ] 0 [}
20 0 ~918 0 0 0 ]} Q0 0 =20 0
h3i i S ) 775 0] 0 0 0 0 0 900 0
All maturities
22 Gross purchases 36,915 35314 20,649 60Y 1,350 1,671 4591 0 0 o
23 Gross sales | . e 0 0 0 0 0 0 0 0 a 0
24 Redemplions ... 767 2337 2376 [{} 1.385 ) 0 1,228 0 0

Muatched transactions
25 Gross purchases. ... ol 1475941 j 1700836 | 2,197.736 195,830 216,755 226,340 227.858 260,425 274.290 251,623
26 Gross sales ... .. 1475085 | 1701309 § 2.202.030 198,587 213161 228419 228071 259,186 275979 251,086

Repurchase agreements

27 Gross purchases ... o 475447 309.276 331694 43286 28,825 44,569 34325 16,040 6,230 31.602
28 Grosssales .o 470,723 311.89% 328,497 39.896 32,980 39,876 28,546 28.802 6,230 27.766
29 Net change in U.S. Treasury securities. . ........... 41,729 29.882 17175 1.241 ~597 7.285 10,157 ~12,751 - 1,689 4433
FEDERAL AGENCY OBLIGATIONS
Owtright transactions
30 Gross purchases ..o 0 0 [§] 0 0 0 0 0 0 0
31 Gross sales ... . .. 0 0 0 0 0 0 0 0 0 ]
32 Redemptions ... 774 1.002 1.303 40 83 120 58 0 ] 108
Repurchase agreements
33 Gross purchases ..o 35.063 52.696 36.851 1.434 3740 3,763 2888 9,793 765 5.640
I Grosssales .o 34.669 52.696 36.776 1.459 3.605 3973 1.788 10.893 765 4,640
35 Net change in federal agency obligations ........ .. — 380 = 1002 —1.228 =71 52 =330 1042 = L1100 0 892
36 ‘Fotal net change in System Open Market Account . .. 41.348 28,880 15,948 LY70 —545 6,955 11,199 ~13.851 —1,689 5,325

1. Sales. redemptions, and negative figures reduce holdings of the System. Open Market
Account: all other figures increase such holdings.
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements’

Millions of dollars

Wednesday End of month
Account 1996 1996
Mar. 27 Apr. 3 Apr. 10 Apr. 17 Apr. 24 Feb. 29 Mar. 31 Apr. 30
Consolidated condition statement
ASSETS
1 Gold certificate account. ... ........ .. ...l 11,053 11,053 11,053 11,083 11.052 11053 11,053 11,052
2 Special drawing rights certificate account . B 10,168 10.168 10.168 10,168 10,168 10,168 10.168 10.168
300N . L 560 562 561 573 577 547 579 574
Loans
4 To depository institutions ............... ...l 38 25 20 35 129 18 43 93
SOther ...l .. 0 0 0 0 0 0 0 0
6 Acceptances held under repurchase agreements ............ 0 0 0 4 0 Q0 0 0
Federal agency obligations
7 Bought outright ................... .. 2,526 2.526 2.491 2491 2491 2.634 2,526 2,444
8 Held under repurchase agreements 2089 1,000 400 152 1.820 [{] 1.000 0
9 Total US. Treasury securities. . ........................ 385,023 381,292 385,337 393,239 397,860 376,519 380,952 381,806
10 Bought outright? . ... .. .0 i 376,787 379.389 377.189 379827 380316 376,519 377.056 381,806
18 Bills........ 182,933 188,633 183,335 183,282 183.771 182,666 183,202 185,262
12 Notes .. 148,885 145787 148,885 150,102 150,102 148,885 148 885 150.102
13 Bonds................... 44,969 44,969 44,969 46,443 46,443 44969 44,969 46.443
14 Held under repurchase agrecments 8.236 1.903 8,148 13412 17.544 0 3896 0
15 Total loans and securities . ........................ ... 389,675 384,842 388,248 395,917 402,300 379171 384,521 384,343
16 liems in process of collection........... ... ..ot 5,148 6,468 6,279 6,674 5.789 479 4.197 8,452
{7 Bank premises........... 1.149 1150 1,154 1,159 1139 1,140 1,150 1.158
Other assets N
18 Denominated in foreign currencies™ . ..................... 20,246 19988 19.996 20,008 20012 20.212 19,985 19.705
19 Allother . ... .. o e 10.164 10,116 10428 11,166 12.281 8.965 10,333 10,760
20 Totalassets . . ...t 448,163 444,347 447,887 456,714 463,338 436,048 441,986 446,21
LIABILITIES
21 Federal Reserve notes .. ... . ... c.oiiiiiiiiinnnanns . 394,146 395.641 397,160 396,018 394393 390,640 392,903 394236
22 Total deposits . ..............o it 36,115 30,232 32.526 41,628 50,676 28,135 32,301 31,975
23 Depository institutions. ... ... 30,974 25215 26959 25.379 42,260 21,768 24,740 20,407
24 U.S. Treasury—General acco 4,593 4485 5,000 15,668 7.837 5.632 7.021 11.042
25 Foreign—Official accounts . . . .. 172 165 201 224 210 209 191 166
26 Other .. ....ooiiit e 375 368 363 358 370 318 348 360
27 Deferred credit items. .. ... ...l 5.208 6.190 5407 6314 5497 4211 4.069 7.441
28 Other liabilities and accrued dividends™. . ................. 4,206 4,067 4316 4,300 4304 4.158 4.261 4061
29 Total liabilities ... ........... ... . ... ... ... ... 439,674 436,130 439,409 448,259 454,871 427,144 433,534 437,713
CAPITAL ACCOUNTS
30 Capitatpaid in. ... 4.036 4,039 4.008 4,010 4,022 4,031 4.037 4.023
3t Sorplus. ......... .. .. 3,966 3,966 3.966 3966 3,966 3.945 3,966 3.957
32 Other capital accounts. 486 213 03 478 478 928 449 518
33 Total liabilities and capital accounts.................... 448,163 444.347 447,887 456,714 463.338 436,048 441,986 446,211
MEMO
34 Marketable U.S. Treasury securities held in custody for
foreign and international accounts ................... 545,127 554993 562.062 559.241 544,205 536,476 550.496 550.662
Federal Reserve note statement
35 Federal Reserve notes outstanding (issued to Banks) ........ 505,705 505.725 506,465 506,737 507.770 501,002 506.144 507,928
36  LESs: Held by Federal Reserve Banks B 111,559 110,084 109,305 110.719 113377 110.362 113.241 113,691
37 Federal Reserve notes, net ................ccoovunnn.. 394.146 395.641 397.160 396,048 394393 390.640 392.903 394.236
Collateral held against notes, net
38 Goid certificate account . ........ ... ... i 11.053 11,053 11,053 11,053 11.052 11,053 11.053 11.052
39 Special drawing rights certificate account . 10,168 10,168 10,168 10,168 10.168 10168 10,168 10,168
40 Other eligible assets .................. .. 0 0 0 0 0 0 0 0
41 US. Treasury and agency securities. ..................... 372,925 374,420 375,940 374,797 373173 369.419 371,682 373.017
42 Totat collateral ...................................... 394,146 395,641 397,160 396,018 394,393 390.640 392,903 394,236
1. Some of the data in this table also appear in the Board’s H.4.1 (503) weekly statistical 3. Valued monthly at market exchange rates.
release. For ordering address, see inside front cover. 4. Includes special investment account at the Federal Reserve Bank of Chicago in Treasury
2. Includes securities loaned—fully guaranteed by U.S. Treasury securities pledged with bills maturing within ninety days.
Federal Reserve Banks—and excludes securities sold and scheduled 16 be bought back under 5. Includes cxchange-transtation account reflecting the monthly revaluation at market

matched sale—purchase transactions. exchange tates of foreign exchange commitments.
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1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holding

Millions of dollars

Wednesday End of month
Type of holding and maturity 1996 1996

Mar. 27 Apr. 3 Apr. 10 Apr. 17 Apr. 24 Feb. 29 Mar. 31 Apr. 30

1 Totakloams. .................oiiiiiiiiiiniina.. 38 25 19 35 129 35 43 92

2 Within fifieen days’......... 33 2 7 33 125 32 36 59
3 Sixteen days to ninety days .. 5 13 13 2 4 3 7 33
4 Total U.S. Treasury securities. . ...................... 385,023 381,292 385,337 393,239 397,860 376,519 377,056 381,806
5 Within fifteen days’. .. ..., 23,309 21157 17,442 28,380 33277 4,962 8.963 15,945
6 Sixteen days to ninety days .. 87,710 93,257 93,331 87,638 87,362 87,722 99,039 91,464

7 Ninety-one days to one year. . .. 114,825 109,232 113,820 114,231 114,231 124,656 109,875 111,381

8 One year to five years....... .. 89,228 87,694 90,792 91.969 91,969 89.228 89.228 91,995

9 Five years (o ten years . 32,151 32,151 32,151 32,299 32,299 32,151 32.151 32299

10 More than ten years . 37,801 37.801 37,80t 38,72t 38,721 37.801 37.801 38,721
11 Total federal agency obligations ..................... 4,614 3,526 2,891 2,643 4,310 2,634 2,526 2,443
12 Within fifieen days’. ... ... 00 o 2,369 1.000 447 353 2,021 415 280 154
13 Sixteen days to ninety days .. 569 839 792 670 670 510 569 685
14 Ninety-one days to one year 600 610 610 578 578 615 600 577
15 One year to five years. . 526 526 526 526 526 543 526 512
16 - Five years to ten years .. 527 527 492 492 492 527 527 492
17 More than ten years. . . .......veenenvinreeaonnuns 25 25 25 25 25 25 25 25

1. Holdings under repurchase agreements are classified as maturing within fifteen days in NOTE. Total acceptances data have been deleted from this table because data are no fonger

accordance with maximum maturity of the agreements. available.
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120 AGGREGATI RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE!
Billions ol dollars, averages of daily tiguies
1995 1996
Ite (992 1993 1944 1uns o
fem Dec, bece. Dec. Dec.,
Sept. Oct. Nov. Dec. Jan. Feb. Mar!
- l_
Seasonalfy adjusted
ADIUSLED TOR R
CHANGES IN RESFRVE REQUIREMENTS® ] I
Uotal reservest o0 o L 5437 60,52 §9.36 50,36 57.34 56,84 56.33 56 36 55.01 54.85 58,73
2 Nonbonowed teseives' .. oL 54.24 644 59,16 5611 s707 36.59 §6.11 S0 5557 54,81 S5.71
3 Nonbottowed seserves |1|u~. extended creditt L L 54.24 6l).44 59.16 56.11 57.07 56.59 56.13 56,11 55.57 5481 5571
4 Requited teserves o0 Lo oo e 54,21 5946 58.20 55.09 56.39 58, 55,39 55.09 54.12 54,00 54.59
S Monetay bine® oo e ASE24 | 38088 | 4187 | 43500 | 43069 | 43274 | 43321 | 43500 | 435077 | 43367 | 436.86
Not seasonally adjusted
T 1 —-“(' '_‘V'—""-*‘—
O Totabreserves) oo 56.00 62.37 0143 SR $60.56 56.57 5802 56,95 5180 5497
7 Nonbounowed weseives. .0 oL 5493 62.29 00.92 5776 5703 56,31 56.37 §7.70 560,91 5377 5495
8 Nonborrowed reserves p[\ls extended uuh( ....... 55048 62,29 60.92 57.76 57.0% 56.31 i(v 37 5776 56.91 5377 54,95
9 Required resciyen L . 54 90 01.31 59.96 50,74 56,38 5548 56.74 5547 5295 5484
1 Munetacy base” 154,85 W89 1 42250 1 43903 | ddred | 430 4 H 72 43908 1 43601 | 43029 | 43485
NOT ADIUSTED FOR
CHANGES IN RISEFRVE REQUIREMENTS'
1 Totah weserves!t oo S6.54 1 6286 [ 61 57001 57161 5640 ) S640 | 5790 5693 | 5375 | 5488
12 Nanbotrowed reserves, ... 56.42 62 78 G113 §7.64 5688 56,19 57.04 56,90 5372 54.86
13 Nonbortowed 1eseives plis u(uulu! uuhl 50.42 62,78 [T 57.04 56.88 50,19 57.64 56.90 §3.72 54.80
14 Requued ICSEIYER 55.39 61,80 60 17 56.62 56.21 N 55.45 560.62 5545 §2.90 53.75
15 Monetary bise!? X 30090 | 397.62 | 42725 | 444,45 | 436.20 | 43634 | 43K.19 | 444.45 | 441.96' | 436.20' | 440.75
16 Fxeess 1oscrves! s . 1.160 100 147 1.28 s {08 D4 1.28 149 85 1.14
17 Bouowings trom lh\ cderal Reserve A2 08 20 .20 28 .25 20 26 04 04 02
. Latest monthly and weekly higures wie avatlable hom the Board's 113 (502) weekly 8. o adjust requited 1eseoves for discontmuities that are due to regulatory changes in

statistical refease. Historical data starting m 1959 and estimates of the efteet on required
reserves of changes iy reserve sequinements are avatlable trom the Money and Reserves
Projections Section, Division of Monetary Atairs, Board of Governors of the Federal Reserve

System, Washmigton, 1C 20551,

changes inteserve equienients, (See also table 110,

2. Frgutes reflect adjustoents for discontinuities, or “breaks,”

adjusted requited weserves (e 4) plus excess reserves (hne 16y,

bheal
Federal Reseyve (

5. Extended credit consssts of bontowing at the discount window wnder the eims and
comditions established tor the extended eredit progiam to help depository instuntons deal
with sustained liquidity pressutes. Because there i not the simie need o epay stch
bonowing promptly as with tradittonal shor-terny adgustisent credit, the money marken effect

Ime 17)

ot extended credit is similm to it of nonbortowed feserves,

difleren

Lequieinents,

teserves (hne 16),

ssactated with regulatory
b Seasonally adjusted, beak-adjusted total eserves equal seasonally adgosted, ieak-

sisonally adjusted, break-adjusied nonborrowed 1eserves equal seasonably adjusted,
adjusted total 1eserves (e 1) less otad bortowmgs ot depository institutions from the

6. The seasonally adjusted, break-adjusted monetary base consists of (13 seasonally
adjusted, reak-adjusted totat reserves (hoe 1), plas (2) the seisonally adjusted cuirency
componeit ol the money stock, plis (3 (tor all quartedly teporters on the
Tramsactton Accounts, Other Deposits ad Vault Cash™
whose vault cush exceeds ther requited reserves) the seasonally adjusted, break-adjosted
between cuntent vault cash and the amount applied 1o satisty curtent teserve

“Repot

and tor all those weekly epottens

7. Breah-adjusted totad seserves equal break-adjusted tequited teserves (line 9) plus excess

sonal time and savings depuosits (but not reservable nondeposit liabilities).

requirements.

1), Reflects actual reserve requitements, includimg those on nondepostt fiabilitics, with no
adjustments to elimimate the eflects of discontimuities associated with yegudatory changes in

1eserve tequements,

ents

equine
12,

Lot all quatteily 1epoiters on the

ending on Mondays,
13, Unadjusted total seserves (line 1) less unadjusted sequired ieserves (line 14),

teserve tequitements, a mudtiplicative procedute is used 1o eshimate what 1equired yeseives
would have been i past penods had cunent reserve wequitemenis been ineffeet. Break-
adjuested requited reverves include requored sesesves against bansictions deposits and nonper

“The break-adyusted monctary bise equals (1) break-adjusted total teserves (e 6), plus
(2} the (unadjusted) cariency component of the money stock, plus (3) (fon all quinterly
tepotters on the “Report of ‘Tansaction Accounts, Other Depasits and Vault Cish™ and tor all
those weekly repotters whose vanlt cash exceeds theit required reseives) the break-adjusted
duference between current vault cash and the amount applied to satisly curent eserve

Th Reserve balances with Fedoral Reserve Banks plus vaalt cash used to satisly reserve

The monctary bise, not break-adgusted and ot seasonally adjusted, consists of (1) totul
wserves (e 11, plus (2) 1equited clearing balanees and adjustments to compensate for foat
at Federal Rescive Banks, plis (3) the curtency component of the money stock, plus (4) (1o
“Repott of Transaction Accounts, Othere Depusits and Vault
Cash™ and for all those weekly reporters whose vault cash exceeds thest tequned ieserves) the
difference between current vaudt cash and the wmount applicd 10 sitisly cuzent reserve
requirements, Since the inttoduction of contemporaneous reserve 1equirements in Februay
1984, currency and vault cash figures have been messured over the computation pertods



1.21 MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES'

Billions of dollars, averages of daily figures

Monetary and Credit Aggregates Al3

1996"
1992 1993 1995
ltem Dec. Dec. Dec.
Jan. Feb. Mar. Apr.
Seasonally adjusted
Measures®
1,024.4 1,128.6 1.124.9 1,119.2 L1173 1,126.6 11237
34387 3,494.1 3.660.3 3.675.0 3.690.3 37244 3,728.0
4,187.3 4,249.6 4,5M.7" 4,602.3 4,640.0 4,680.8 4,685.9
5,075.8 5.164.5 5,684.4 5,704.0 57244 5,782.4 na.
11,881.7 12.516.4 13.871.3 13.903.2 13,966.8 14.047.0 na.
M1 compgnents
6 CUITENCY . . ot 2929 3224 3732 373.6 3733 375.2 3759
7 Travelers checks* 8.1 79 8.9 8.9 8.9 8.9 8.9
8 Demand dcposlts .. 339.1 384.3 389.8 3935 3974 407.1 406,3
9 Other checkable deposits .............................. 3842 4140 3530 3432 337.8 3354 3326
Nonqu,nsat tion componems
10 InM S 24143 2,365.4 2.535.4 2,555.8 2,573.0 2,597.8 2,604.3
11 In M3 only” . 748.6 755.6 913.4" 927.3 949.6 956.4 9579
Commercial banks
12 Savings deposits, i sludmg MMDAs.................... 754.1 785.0 775.0 7932 804.1 821.0 827.0
13 Small time deposns G AN 500.3 4704 576.2 5784 576.5 5724 568.2
14 Large time deposits® ... Lo 286.6 2723 3424 340.6 346.2 354.2 356.9
Thrift institutions
15 Savings deposits, i Eludmg MMDAS................oene 433.0 433.8 359.5 358.6 360.4 362.1 366.4
16 Small time deposns ............ .. 361.9 3176 359.5 357.1 3574 354.7 354.1
17 Large time deposits'® .................... 67.1 61.5 75.0 76.0 76.1 75.5 756
Money market mutual funds
I Retail .. ..oiiiiiiiiiiii i 356.0 358.7 465.1 468.6 4747 4876 488.7
19 Institution-only. ............. oo i 199.8 1979 2272 230.6 2439 | 2483 245.6
Repurchase agreements gnd Eurodollars
20 Repurchase BTEEMENLS™™ ...t 128.1 157.5 177.6" 184.4 186.2 184.1 1834
21 Ewrodollars'? ... o 66.9 66.3 91.2" 95.8 97.1 94.3 96.4
Debt components
22 Federal debt.......... 3,068.6 33283 3,644.6 3,633.0 3,651.4 3,691.2 n.a.
23 Nonfederal debt 8.813.1 9,188.1 10,226.7 10,270.2 10,3t5.4 10,355.8 n.a.
Not seasonally adjusted
Measures®
1,046.0 1,153.7 1,150.7 1,128.1 1.103.6 1,1159 1,130.0
3455.1 35141 3,679.9° 3,676.7 3,670.8 3,7117.2 3,740.9
4,205.3 4271.3 4,594 8 4,606.9 4,621.1 4,670.7 4,690.7
5,103.1 5,194.2 5.714.0° 57174 5,713.6 5,783.3 n.a.
11,8832 2.509.3 13,858.0 13,897.6 13,950.0 14,019.1 n.a.
M1 comppnents
29 CUITENCY . .ottt 295.0 3248 376.1 371.7 370.8 3743 375.8
30 Travelers checks®, .. 7.8 76 8.5 .5 8.5 8.6
31 Demand cleposns5 . 354.4 401.8 4079 399.0 388.3 397.5 406 l
32 Other checkable deposits®. .. ........................... 3889 4194 358.1 3489 336.0 3355 3395
Nanqu{:sa( tion componem.\'
33 InM2" .., L 2,409.1 2,360.4 2,529.2 2,548.7 2,567.2 2,601.3 2,610.9
34 In M3 only". 750.2 757.1 914.8" 930.2 950.3 953.5 949.8
Commercial banks
35 Savings deposits, i sludmg MMDAs..................... 752.9 784.3 775.0 789.5 798.9 819.0 826.0
36 Small time deposits .. 507.8 468.2 572.3 576.1 575.5 5736 570.1
37 Large time deposits'® 286.2 M1 3423 3379 3447 352.6 354.1
Thrift institutions
38 Savings deposits, in, gludmg MMDAs 4324 4334 359.5 356.9 358.1 3612 365.9
39 Small time deposits o 360.9 316.1 357.0 355.7 356.8 355.5 355.3
40 Large time deposits’ 67.0 61.5 75.0 754 75.8 75.2 75.0
Money market mutual funds
41 Retail . - 355.1 358.3 465.4 470.6 478.0 492.1 493.5
42 Institutio 201.1 199.4 2294 2382 249.6 248.7 24238
Repurchase agreements gml Eurodollars
43 Repurchase gereements T ... 127.2 156.6 176.1° 183.1 183.5 182.3 182.8
44 Eurodolars' . . ... .. e 68.7 67.6 91.9" 95.6 96.7 947 95.0
Debt components
45 Federaldebt ............. ..o 3,069.8 33295 3,6459 3,632.7 3,650.5 3,689.8 n.a.
46 Nonfederal debt. . . . 88134 9.179.8 10,2121 10,264.9 10,299.5 10,329.3 n.a.

Footnotes appear on following page.



Al4  Domestic Financial Statistics L] July 1996

NOTES TO TABLL 1.21

{. Latest motly and weekly tigures are avatlable hom the Board’s 1.6 {508) weehkly
stitistical telease, Histotical data starting iy 1939 are available from the Money and Reserves
Projections Section, Division of Monetay Aftans, Board of Governors ol the Federal Reserve
System, Washington, DC 20551,

2, Composttion of the money stock measaes atd debt is as follows:

M1 (1) cuirencey outside the TLS, Treasury, Federal Reserve Banks, and the vaults ot
depository institutions, (2) tavelers cheeks of nonbank issuers, (3) demand deposis a all
commetetal ks other than those owed to depository mstitutions, the ULS, government, and
forergn banks and official mstitutions, less castt stents i the pracess ot collection and Fedenl
Resesve tHoat, and (D) other checkable deposits (OCTs), cunsisting of negotiable order ot
witheawal (NOW) and autoniatic tianster service (ATS) accounts at depository insttutions,
ciedit umon shate diaft accounts, and demand deposits at thudt institutions. Seasonally
adjusted M1 is computed by swmming cuntency, trivelers chiecks, denad depostts, aid
OCDs, eaeh seasonally adjusted separately

M2: ML plos (1) savings deposits (meludie MMDAS), (2) small-denomination time
depostts (tme depossts- - indluding setd RESm amounts of Tess than $100,000), and (3)
balances in etail money market mutual funds Gnoney funds widy winanane mitial mvest-
neats of less than $50,000). Excludes mdividual retiiement accounts (IRAs) and Keogh
hatances at depository institunions and money  market funds, Scasonally adjusted M2 18
caleutated by summitng savings deposits, simall-denomination time deposits, and retal money
tund bakances, each seasonally adjusted sepaately, and adding this result to seasonally
adjusted M1

M3 M2 plus (1) lage-denomination tine deposits (o amownts of $100,000 or mote)
issued by all depository inshitutions, (2) balanices - mstitutional money funds (money funds
with tnsinum mtial wvestments of $SO,000 or mome), (3) RP habilites (overnight and ter
wsued by all depository wstitutions, and (4) Ewodollars (overmght and teim) hield by US,
1esidents at toreign branches of US, barks worldwide and at all bankimg ofhces m the United
Kigdom and Canada. Excludes amounts hield by depository institations, the .S govein-
ment, money nanket tunds, and foreign banks and officiad mstitutions, Scasonally adjusted
M3 is calculated by summing Large time deposits, mstitutional money fund balances, RP
labilies, and Bwodollars, cachy seasonally adjusted sepnately, iwl addmyg this resalt to
sesonally adjusted M2,

1. M3 plus the noabank public holdings ot U8, savings bods, short-term Tieasury

seeurtties, commetcal paper, and bankets acceptances, net of money market tund holdings of

these assets. Seasonally adjusted L is computed by summing U.S, savings bonds, short-term
Treasury securities, commercial paper, and bankets acceptances, each scasonally adjusted
separately, and then adding tus result to M3,

Diebt: The debt aggregate is the outstanding credit macket debt ol the domestic nonfinancial
sectors- -the federal sector (US. government, not nchuding government-sponsored enter-
prises ot tederally related morttgage pools) and the nonfederal sectors (state and jocal
governments, households and nonprofit organizations, nonfinancial corporate and nonfaum
noncorporate businesses, and tanms). Nontederal debt consists of mortgages, tax-exempt and
corporate bonds, consumes credit, bank loans, commercial paper, and other loans. The data,
which ate derived from the Federal Reserve Boamd’s flow of funds accounts, arc break-
adjusted  (that s, discontinuities in the data have been smoothed into the sedes) and
month-averaged (that is, the data have been detived by averaging adjacent month-cud levels).

3. Cunency outside the US. Treasury, Federal Reserve Banks, and vaults of depository
wstiutions.

4. Outstanding amount of U.S. dollar denominated navelers checks of nonbank issuers,
“Travelers checks issued by depository mistitutions e included i demand deposits,

5. Demand deposits at commercial banks and foreign-related mstitutions other than those
owed to depository institutions, the US. government, and foreign banks and ofticial institu-
tons, less casititems in the process of collection and Federal Reserve float.

6. Consists of NOW and ATS account balances at all depository institutions, credit union
shiare draft account balances, and demand deposits at theilt institutions,

7. Sum of (1) savings deposits (neluding MMDAS), (2) small time deposits, and (3) retail
money tund balances.

K. Sun ot (1) large time deposits, (2) institutional money fund balauces, (3) RP liabilities
(overnight and term) bsstied by depository institations, and (4) Eurodollars (overnight and
term) of U.S. addiessees.

9. Small time deposits  meluding retail RPs - are those issued in amounts of less than
$100,000. ANl IRAs and Keogh accounts at commercial banks and theift instiwtions aie
subtriacted from sl tine deprosits,

10, Large time deposits aie those issued in amounts of $100,000 ;1 more, excluding those
hooked at international banking lacilities,

L1, Large time deposits at commercial banks less those held by money market tunds,
depository institutions, the (LS. goverment, sid toreign banks and atheial institutions,

12, Includes both overnight and eim.




Monetary and Credit Aggregates

.22 DEPOSIT INTEREST RATES AND AMOUNTS OUTSTANDING  Commercial and Blf-insured saving banks'

AlS

1995 1996
e 1993 1994 . [ S
tem Dec. Dec.
Aug. Sepl. Qct, Nov, Dee, Jan Feb, Mar! Apm
Interest raies Guonuat eftectve yields)”
L —— —‘? — —-
INSURED COMMERCIAL BANKS
I Negatiable nrdcr‘ul withdrawal accounts . .86 1.96 [.9. 192 191 194 1.92 192 1.93 187 1.¢1
2 Savings deposits” .. 0 Lo L 246 2,92 3.2 3.2 AN 33 310 3.01 298 201 291
hiterest-bearing time deposits with balunces of
less than $100,600, by matur ity
7w days oo . 2.05 3.7 4.10 4.10 4.11 413 4.11 4.01 4.00 4,08 4.02
4 9210 182 days .. . ... . e 291 4.44 4,77 475 4.75 4.74 4.69 4.57 447 4,50) 4.52
S 183 days o Lyear .. ... .. e 313 5.12 5.5 5.13 5.5 Sl 5.03 4.92 4.80 4.84 4.87
6 Mote than | yemn to 2% yull\ o P 3.495 5.74 519 532 5.3t 527 5.18 5.03 4.90 4.94 S.03
7 Moie than 2% years .. AN 4.28 6130 563 559 5.56 549 S.41 526 S0 S.49 5028
BIE-INSURED SAVINGS BANKS'
& Negotiable oider_of withdiawal accounts .. . I 87 1.94 198 2,00 1.98 1.94 191 1.85 1.84 1.83 1.56
9 Savings deposits” o0 Lo 263 2,87 2.96 295 2.96 299 299 2,05 292 280 285
Interest hearmyg time deposis with balances of
lexs than $100,000, by mann ity
1O 7 t0 91 days 281 1,80 134 4.27 4443 444 4,38 429 439 444
1192 1o 182 days . Lo 302 4,89 5.12 507 5.2 4.05 4.87 4.79 4717 478
12 83 daysto byen ... oL B .31 5,52 5.45 535 5.28 ﬁ l‘) 507 493 491 493
13 Mose than | year to 244 yeas e .67 6.9 5.60 5.52 5.47 : 522 5.1 510 5.24
14 Mare than 2V years . ..o L e 4,62 6.43 578 5.73 5.08 5.6¢4 s 4/ 5.3 J 5.25 5.25 5.33
S —_ - i S S [ SR —_
Amounts outstandmg (milhions ot dolkus)
INSURED COMMERCIAL BANKS
15 Negotable uul\:rlol withdiawal accounts ... .. 305,237 304,896 267,044 253,508 258,175 257,089 252,414 248,464 246,847 224,158 215,156
16 Savings deposits” .o 0 L oL o 767,035 747,068 735,030 746,351 745,932 753,123 793,168 774,748 798,270 84,070 B1§,594
17 Pasonal ..........0 oo B 598,276 580,438 515,204 588,762 545,804 588,095 628,372 617,570 1 634,402' 1 615354 650,175
18 Nonperssonal .0 e Lo b LOBISY 156,630 160,726 160,589 160,038 164,128 164,790 151,177 163,869 169,310 168,409
Tuterest-bearing tme deposity with balances of
less than $100.000, by matur ity
19 7Tw9bdays ... . oo e e . 29,362 12,268 30,937 29,794 29,903 31,090 32,807 34,275 36,359 30,881 34,805
20 92 t0 182 days ... ... 109,050 96,68) 90,796 92,250 93,392 95,494 96,902 906,811 9914 100,573 9Y,712
21 183 days o T yew ... . . 145,386 163,062 189,565 189,064 187,729 184,605 187,828 186,068 188,683 192,010 196,371
22 More than | year to 214 yuus ...... P RN 164,395 204,453 204,809 200,579 208,329 211,388 214,003 214,340" 243,907 218121
23 More than 2V years .00 oo oo | 180408 192,712 201,300 201,006 199,479 199,375 203,227 200,849 202,150 203,102 202,127
24 ARA and Keogh plan deposits . .01 T I C S XI TN 144,007 150,648 150,298 150,142 149,727 152,490 152,984 155,296! 156,480 160,145
BIF-INSURED SAVINGS “/\NK&'
25 Negotiable Olklt‘l“ul withdrawal aceounis .. . 11191 11,175 10,999 10,884 11189 L1088 12,727 1140 11,984 12,106 17,148
20 Savings deposits’ ... e e . 80,370 70,082 060,478 67,726 67,732 08,345 71,402 67,540 71,006 70,571 TLY79
27 Pasonal .. o000 Lo 71,263 67,159 03,149 04,519 64,432 64,932 67919 64,172 61,679 61,269 a8 451
28 Noppewsonal oo e KRR 2,92% 3,320 32007 3,300 3413 3,482 3,369 3,327 1,402 3,920
Iim'u'\/ hearing time depostts with balances of
less than )fl()() 000, by matie ity
29 Tt 9l days ... .. 2,146 2,144 1,856 1,650 1601 1LBLY 2,115 1,988 2,288 2,297 2,362
A0 92 0 182 days ... .. . . C 1294 L5361 t1,079 10,757 10,790 1304 12,154 12,581 13,979 14,212 14,975
A 83 days to Lyent oo . 17,409 18,391 22,294 24,654 24,006 24,833 21072 26,750 28,323 27491 29,377
32 More than 1 year to 20 yems .. . oL 16,589 17,787 25,029 20,558 260,078 27,149 28,9006 26,908 27,805 26,788 26,808
33 More than 2%4 yes .o e 20,501 21,293 22,563 22,251t 22411 22,582 24,247 22,709 22,676' 23,506 23,731
34 IRA and Keogh plan accounts . ... L 19,791 19,008 20,333 21,029 21,042 21,230 21,949 21,229 21,137 201,374 21,308

I BIt, Bank Inswance Fund, Data m this table also appem i the Board’s 116 (508)
Special Supplementary Table monthly statistical 1elease. For oidering addiess, see inside
font cover. Lstimates are hased on data collected by the Federal Reserve Systent from a
stratilicd vandom sample of abowt 425 commercial banks and /5 savings banks on the last day
al cach month, Dt e not seasonadly adjusted and include 1IRA and Keogh deposits and
foreign cunency-denominated deposits, Data exclude retail repuchase agreements and depos-
its hield m U.S, bianches and agences of foreipgn banks.,

2. As of October 31, 1994, mterest vate data tor NOW accounts and savings deposils
reflect a series break caused by a change in the stvey used to collect these data
3. includes personal and nonpersonal money niuket deposits,

4. Includes botlt mutual and federal savings banks
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BANK DEBITS AND DEPOSIT TURNOVER!

Debuts are i biltions of dollaes; turnover is ratio of debits to deposits; monthly data are at annaal ates

1995 (996
Bunk group, or type of deposit 19937 g 19957 - - T T T -
Sept Oct Nov Dec Tan ' Feb,
[SIRTIAR Sewsonally acjusted
Demand deposis’
LA msured banks .00 0 000 169,029 1 197,049.3 397 &4 3.0 413,927.0 409,460.9 37,5384 43052049 447,9590
2 Major New York ( lly |>.mk\ 191,168.8 Q00,1614 207,506 1 2103306 2044840 2089778 2293794 236,587 8
3 Othet banks, . 177.860.3 196,487 9 190,206.9 203,59004 2040769 193,560 8 2001410 209,421 2
Bl ()lhu chechable dqmsll\ . R 1798 6 4207 4 4,366.8 4,0004 4.891.% 4.595.5 4,960 4 50347
5 Savings deposds (indluding MMI)‘\\)‘ 3, 7663 4,507.8 LeO8.d 5,328.6 35,0794 5,703,606 60,0257 6,397.1
DI POSHTT TURNOVIER
Demand depots’
O Al usured Danks .. . . TR Y R174 K741 §58.0 975 905.5 8327 9171 950.8
7 Major New Yorh Cty lmnh C e 4,198 | HAKLS 4,807.3 S,01%.0 52097 52223 3,009.7 5.30K.0 5,852.3
8 Otlier banks . - 4216 EXRN 4752 450 5 489.2 4963 4541 4701 486.0
& Other chiechable (kpu\m . . 1Ny 126 /54 163 180 191 186 20.8 20
L0 Savmgs deposits (nctuding, .VIMI)/\\) 1o 49 Ol 66 71 A 74 7 81
[RINTINEN Not seasonally adsusted
— .

Demand deposie

ELOAI msured banks . R 134,899, I69,121.8 197,657 8
12 Migon New Yok City Inmk\ 171,283 A 191,226,0 200,182.6
13 Other banks, oL . t63.60157 1778057 196,475 3
[4 Other checkable dqmsll\ o 1481.7 1.795.6 32026
1S Savings deposits Gncludmg MMI)A\) 3.A4UN3 1164 4 45008
DI POSIT TURNOVER
Desend deposis
1o Al uswied Danks . . T8O Ki8.2 LYANY
17 Mol New Yok € lly banks .. 4,197.9 4,800 3 4,873
18 Other banks o 4248 4353 4754
19 Other chechable dcpn\ns' . e v 16 15.3
20 Savtngs depostes (ncludiig MMDAs, 46 49 ol

195,203 2
207,994.2
187.209.0

4,431.9
48491

8564
S069.5
4454

16,7
b6

41358476
212,506 0
2000407

5054
S075 1

B95 4

$9%,219.1
202,7445
105,4/74.6

4,500.0
5,388/

860 5
5.040.6
4618

178
7.1

4118027
210,780L0
2010227

4,784.8
60039

R47.5
4.900.9
4539

190
7.8

429,312.7
227.29% 7
2020190

53859
6,299.0

8956
51097
04,5

220
8.1

414,002.5
222,007,5
192,805.,0

406385
5,790.3

901
54275
450.%

199
73

I Histoncal tables contaming 1evised data for carhier penods can be obtamed from the
Fublications Sechon, [rvision ot Support Seiviees. Board of Governors ot the Federal
Reserve Systen, Washunglon, DC 20551

Dratac e tus table adso appesr e the Board™s G 6 (A06) momhly statistical release, For
ordenmg addiess, see nsude frone cover,

2, Annual averages of monthly figutes,

3 Represents aecounts of mdeviduals, paterships, and corporations and of states and
palincal subdivisions,

4 As of Tanuary 1994 other checkable depostts (OCDs), previously defimed as automatic
tanster to demand deposits (ATSs) and negotiable order of withdriwal (NOW) accounts,
were eapanded o melude tetephone and preauthorized tiansfer accounts “This change
redefined OCDs for detts data 1o be consistent with OCDs for depostis data,

5. Money market deposit actounts.
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126 ASSETS AND LIABILITIES O COMMERCIAL, BANKS'
Billions of dollars
Motthly averages Wednesday trures
- - - - — U JE - _
Account 1995 19045 1996 1496
ApL ket ’ Nov, l’ Dec! fan, I feb J M. [ Apt Ap Apr (G Apr [V Apr A
ALT COMMIRCIAL Seasonally adjusted
BANKING INSTHLTONS
Aswens ’V
1 Bank credit, NN . LG [RYORE ERUINY LXCIIN} 30304 3040 3 30304 IR YA 3637 3045 5 3,0618.0
2 Secunties v bank ciedn WIS 9RO 1! YR/ O8R./ 9889 RN, YN, 167 915/ 975.2 9178
3 LIS, government seowites . JORT 133 7145 TN 0329 715.8 051 019 107.1 035 TO4
1 Other secugtties ., cee R A 2124 29 2804 TR0 26 N3 2686 2714 25
5 Loans and leases in bank credt” RRYAN RRURYYS 200K 20144 2641 26400 26587 26100 2,608.1 26704 20708
G Connneicial and ndusinat ., OR0.8 7004 RYG 11066 1225 59 7232 18N 7382 YRR 7280
/ Real estate . . LB6S [WANISYOS [RUENE $079.3 LORG? 1089.2 JRVORAYS 1095, LS R Low7.e 10064
8 Revolving homie equity 66 185 788 7.1 ™ 799 798 800 M hit 80,3
D] Other . 9599 DOVES 099 3 1.o00.2 1,006 5 10003 10142 LO1S.£ L0165 LOt6Y Lo |
10 Consumner . RYIN REOT 4024 RO SR SHb Sy .2 [05.7 5073 S04
It Secunty? L 718 800 80, 8.7 RE9 8.0 850 85.4 8l 851 857
12 Other .. R 2308 20 2392 YR 256 278 25 257.0 2921 2543
L3 Interbank foanst (824 1910 1964 196.8 RIAASH 1942 2054 2103 2107 2001 2154
L Casheassets? 21001 2073 216, 37 233 RN 2157 200 2179 PARR 2156
15 Other assets® 2218 2281 234 2398 2303 2427 2410 2435 2458 KW,
16 Total assets’ 4026.3 668! 4178.5' 4,207.0 4,247.0 42398 4,2374 4,267.9 4,2674 4,252.4 4,284.7
Lyabidreres
17 Deposats . 256400 26110 16421 2,682 2087.1 26809 27018 S 280 202 20077 2./100
18 Tansaction 976 7186 J0R.? 7739 FLAR 7666 JO% 4 Ty 1A T 17360 106
1) Nontransiction L0674 LROS 6 L7319 LRRS 3 LO03% 19143 19830 1.945.% 1,947.5 1,0 19441 LR
20 Lange time 870 4228 4233 4203 4210 425,/ 4282 432 4324 420,38 4302 4309
21 Otler 1,380.1 1828 1,450.6 14640 14821 1 <1889 1,508 1,513.0 1,515 15017 15149 15175
22 Borowmps .o L 667 o]y (o 06 JOS.3 o3t [ TN, 0828 0.0 [{OX R} T
23 Thont banks m the UL 1849 1999 198§ 198.4 208.4 195.0 2078 210,10 1971 N74 2040 2120
24 1o nonbanks in the V.S, RURR] A3 RYp 4022 497.0 IS8 4793 107.6 RS 489.3 4895 S08,1
75 Net due toaclated foretgn oflices 2365 976 2038 20629 2700 764 2013 Path! 2500 PARR RaREY 2035
26 Other labihties®. 204 RS 2265 23067 2003 205 2248 230 210 REVE] 2377 226,/
27 Total liabilities 37006 JH079 3R07.1 RESURY RE ST R 3R73.6 3910 3881.0 JN7.0 RA )1 vl 3,930.3
28 Reswdual (assets fess Labtlites)? 5/ 158.9' 3714 ERVE 3557 158 5 3638 364 a3 36d) 4 50,3 3545
Not seasonally adpisted
- - —— = ,,,,fﬁ, - o e . -
Assery
29 Bank credt L e $ol08.4 3580 8' 15974 Lello 36212 16870 50625871 3048 5 36515 3,040.3 3,655.1 36440
0 Secudities m bank credy 073 9879 YRS 9 9791 Y76.7 98K B YR OR2 (1 9/5.8 Q812 979.1
3 LS povernnent secanties 740 THA 7124 6.2 [0V 7112 RS ! 076 7107 108.7
i Other secunties . . 2B Ji6 1 2130 2129 2792 G papA RS 2080 REIVAY 2704
13 Loans and leases m bank cred’ 24711 25080 20115 20319 20440 RE{TE 20445 2,600.5 20550 206739 20058
34 Conmercial ad industirat 080 1 ARY T T4 71094 1237 7011 AR 7321 7354 7319
15 Real estate AN . 10329 10/ 10838 LOg O LOg6.0 LQkG L LOBR.4 oy 1,087.9 JRREH 10924
36 Revolving ome equity /01 79.1 1K) 79.2 795 A 9.1 194 784 7 800
3/ Other 9568 1o00 1" (KRS 1LODEO 1006 5 L6,/ 100 3 Lot2.4 1006 Lot40 125
38 Constiner 407/ EOORY 4937 9015 505.0 S0t 2 AULS 5035 SR SO4S SOAY
W Secunty?t, 9.0 85 8K, 87.6 86.7 B S b 86 825 909 Lioa)
H) Other J05.4 RERES RERR S ey 23 287 2136 2503 27K 2405 2482
41 Iterbank loans? 1804 1933 199.6 2002 RARAY 9.1 RIRR U 2080 259 09
A2 Casly assers? 2052 233 203 2381 24060 290 2084 2161 RARKH 2148 ERZE
A3 Other assets® 2224 K2 09 2405 2469 2421 2401 20049 2421 2400 2369
Ad Total assets’ 4019.7 41698 4,191.5' 42414 4,255.2 4,233.8 42208 4,258.3 4,258.6 4,2554 4,259.8 4,250.3
Fabidities
15 Deposits . L 20592 Ll 20580 REES. ) 26939 20719 20870 271410 EVARR] 2710.7 272008 20852
46 Pransachon, .. FORIE L 7817 81 795.1 ™4 7536 77049 I81LL 775.5 7860 7449
<+ Nontransaction 17065.0 £860S 1 1.876.3 1881.2 {,898.8 19125 1944.1 10437 [ ATH L0442 1.940.4 10403
48 Large e .. oL 1809 [ 4243 420.3 4187 4204 4297 4322 4317 42 4296 4374
49 Other 13787 L 14520 14010 1480 | 14861 1,514 L5t 1,51v6 15194 1,510.7 [,5029
S0 Bonowings ... L oL 0050 O88.Y 0837 6052 (] 6855 6787 934 BT 6 GRS o874 0
51 trom banks mn the U8 1834 L 2007 RENN) RIRA 1973 2028 J08.9 2016 2IR7 2055 225
52 Ltom nonbanks i the US 481.7 R 880 4837 6.0 83 1 4159 485 4663 4822 4981
S$3 Net due o relaed foreign ofhices . . 6.5 Jah i) 2028 2610 2172 2781 2621 2548 2410 2470 5.6 REESH
9% Other Tabilies®, L. 236 220 284 2319 2310 RARE) 2283 278.0 1292 2330 2307 2215
55 Total tiabilities | 3,084.3 REFEXI A833.2 38815 38043 38684 38537 3890.2 38740 A R854 RE IR 8RS
50 Residual {assets fess hablioes)? 335 ¥ [RRRS RIS $59.9 30049 305.1 3671 W68 1 3055 $70.0 084 REE

Footnotes appear onnext page
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1.26  ASSETS AND LIABILITIES OF COMMERCIAL BANKS'—Continued
Billions of dollars
Monthly averages Wednesday (tpures
T T e
Account 1995 1995 1yoe! (996
Apr. Oct. Nov, D! Jan. beb, M, Apt. Apr. 3 Ap 10 A, 17 Apr 24
— —_— l_\ S
I)()M‘lfbll(‘/\l LY CHARIIREY Seasonally adjusted
COMMERCIAL BANKS c
- 7,, -—
Cee e e 30587 34499 11626 34764 3,977 3,1963 34975 322 31975 3,205.5 3,2060.8 32140
S8 Sceutities m bauk credit . 865.1 8527 #54.5 $55.0 8546 8533 843.7 8422 4349 8420 8403 8434
59 (.S, government sceurities .. . 645.1 6409 6474' 6439 640.0 613 6354 635.0 630.5 6359 6348 636.1
6o Other secunites .. 2200 2058 2000 2001 214.5 2100 2083 2074 2044 2000 205.5 7.8
61 Loans und Jeases in bank ¢ 21935 2,297.1 23081 2,214 23431 23430 23538 2,367.1 23627 2,363.5 2005 2,317
62 Commercial and mdusiial ... 500.5 5316 5349 535.2 5401 5406 540.8 545.1 5419 5448 5450 5452
63 Real estate . .. ..., . w2 1,038 6 LaL 10430 10509 1,054.9 1,000.7 10024 10598 1,062.6 1,064.0 1,063.2
o4 Revolving home Lt|\ll|y ...... 766 T84 LR 7.4 79.6 1.8 798 K00 792 793 #0.3 L]
65 Other 9206 Yenr1 922 9639 Y713 075.1 9809 9824 980.0 9834 983.7 Y810
66 Consumier.. ... ... 470.3 489.9' 4929° 4957 S0.4 S00.6 5037 506.2 505.0 S05.7 5073 5064
67 Sccmily‘, .. 46.0 516 538 56.2 556 523 515 332 554 49.2 516 567
68 Other .. 170.5 1855 185.7' 1913 196.1 194.6 197.0 200.1 2005 2022 198.5 199.6
69 [nterbank toun 1599 1673 1694 173.7 182.2 1735 184.6 1913 185.4 194.0 1%5.2 1924
70 Cash assetst 1819 104.2 186.2 1936 20240 1898 188.3 1955 190 5 191.2 187.7 K5
TEOtherassen® o oo oL 1718 174.5 177.7 1844 182.6 186.1 186.6 188.0 1881 189.9 164.1 1862
72 Fotabassets’ . 0o 3517.1 3,629.2 3639.1 36707 37078 3,689.2 3,700.5 37271 3,704.6 37240 AT 3,745.2
Laabidines
T3 Deposits ..o o 24024 24708 247306 24918 2,523.3 2,516.1 25335 25478 2,549.6 25437 25488 25490
74 Cluansaction. . . 7827 104 7583 7634 1726 7559 585 614 7610 7010 1624 7509
75 Nomtiansaction L6197 17013 L7153 17284 1,750.7 1,760 2 1,775.0 1,786.5 1,788.5 1,782 1.785.6 1,780.1
76 Lage e .. ..o 2428 261.0 2617 270.1 M0 2739 2725 2748 2752 2724 2735 2776
77 Other . 1,3769 14403 14476 14583 1.478.7 14864 1,502.5 15117 15133 1.510.2 15121 1L5ILS
78 Bonowmgs ... 5995 567.4' 565.7 5716 5911 ST38 5755 SH8.4 5731 5923 5723 0049
79 From banks m lh(‘ U S 163.2 179 3 178.7 18,0 186.9 1762 18773 1869 1761 196.4 1814 19,7
80 From nonbanks in the U8, 396.2 3881 W70 3976 4043 3976 R 401 S 397.0 395.8 10 4142
Bi Net due to telated forergn ofie 438 9.6 806 gLy 93.0 Hrd 81.2 84.6 764 73R 815 95.6
82 Other liabilties®. 150.7 1434' 148, 155.2 1535 155.6 9.7 1571 152.1 1604 0.6 15349
K3 Total liabilitles ... ... ..., 31963 32741 32770 33157 33009 31,3360 33399 337840 33514 33704 3,363.0 34035
84 Restdual Gssets less Habilities)? . .. 3207 355.1 62,1 3560 1469 3532 3.6 3492 \\ 15472 L‘ 3518 348.1 417
Not seasonally adyusted
A A | * A S I
Assets
RS Hunk credit . 10617 11545 31723 31824 3,186 0 3,1883 3,1904 32021 31973 34,2061 3.215.7 32120
86 Sceutities in bank cred 0.3 8538 8553 R4K.5 R43.6 8494 8471 8475 8424 849.4 8474 846.0
87 U.S, government securit 6508 6459 40,6 oA, 1 6329 639.2 638.0 6408 6369 643.2 6420 06
88 Other scewities .. ... 2195 207.9' 208 %' 2084 2107 2102 208.5 206.6 255 206.% 254 2054
89 Loans and teases in bank credit 2,191 3 23007 2,170 23339 23424 23389 2,343 2,364.6 23549 2.356.7 2,368.3 2,166.6
Pl Commercial and industial L. 519 5204 5119 5312 5370 5394 5439 5510 5469 547.2 551.5 5514
H Real estate M1 1,417 1,046.5 10477 10508 10516 1,055.0 1LOSR9 1,055.2 1,058.8 10608 1,059.7
92 Revolving home qunly 76.0 19.1 793 70.2 795 794 791 794 783 T84 74.6 790
93 Other ... 918.0 962.6' 9673 968 6 971.3 9722 9759 979.5 9769 9804 981} G798
94 Consumer 4677 490.5' 4937 S5 5050 501.2 499.5 503.5 5004 SOL3 4.5 5049
Y5 Secunty®, 469 519 554 569 54.0 513 516 54.0 529 50.1 550 56.2
96 Other ... o0 Lo 1679 187.6 1874 194.5 195.7 193.0 1934 19740 199.6 199.3 1964 194.4
97 Interbank loans? . 158.1 164.8 1732 184.7 189.9 1772 1832 189.1 1921 1990 186.8 179.3
0% Cashoassets™ .o oo 0 oL Ll 1796 194.8 907 208.5 N8 1917 (815 196 187.0 1846 189.3 6.6
99 Other assets® L. 170.7 1752 1703 183.7 183.6 1849 1859 1872 189.9 188 5 186.7 1830
100 Total nssets’ ... ... ... 35638 36327 3,655.8 37026 37128 6856 3,684.3 37224 3,748 37217 1,7220 3,715.0
Liahilinies
10) Deposits .. ... e 24035 2474 24885 25221 2,529 1 2,507.4 2,594 25470 25649 2,558.5 2,560.5 25154
102 Transaction, ... .. 7841 769.5 7718 7983 7843 744 8 7439 T60.8 T3 T65.8 17640 7347
105 Nenhansaction 1,6194 1,702.9 17168 17238 1,7449 1,758.6 1,775.5 1,786.2 17937 1,792.7 1,784.5 1,780.7
104 Latge time ..o 2439 2608 2674 2658 20494 2753 2734 276.2 2750 2743 2747 278.8
108 Other 1,375.5 14422 14493 1458.1 1475.5 14834 1,502.6 L5100 L5186 15185 1,500.8 1,501.9
106 Borrowings .. S47.0 S575.0¢ 576.8' 584.1 SR1.8 5726 567.6 5732 5558 568.0 504.0 589.9
107 From banks w the US. ... ... .. 163.5 175.7" 181.2° 1919 1934 1784.7 182.2 186.6 184.5 198.0 1824 1839
108 I-lom nonbanks in the 1.8, ®3IS 3903 986 1922 38R.0 3940 RESR 3868 714 3709 1.6 4019
109 Net due 10 relaked foreign oilices 84,1 920 84 893 929 923 845 83.0 75.5 715 778 100.6
LI Other habilities®. ... oL 148.6 1438 1497 1533 154 ( 154.1 1515 552 1540 158.8 157.4 150.6
1T Potal liabilities ............, 3,183.3 3,283.2 L3034 33488 3,358.0 3,326.4 33230 3.360.4 33503 33578 3,359.6 33525
112 Residual Gusaets Tess abilties)? . ... 1303 349 5 8524 3538 3549 359.2 3613 3620 3505 1649 624 30625

I, Covers the followmg types of institunons in the fifty states and the Dishict ol
Columbia. domestically chartered commercial banks that subnnt a weekly 1eport of condition
(large domestic); other domestically chartered commercial banks (small domestic), branches
and agencies ol foreign banks, New York State mvestiment companies, and Edge Act and
agreement corporations (foreign-related institutions). Fxcludes internattonal bankig acili-
ties, Data are Wednesday values, or pro rata averages of Wednesday vafues. T arge domestic
banks constitute i universe; data tor small domestic bianks and toregn-telated institutions are
eshimates based on weekly samples and on quanter-end condition teports. Data are adjusted
tor breaks caused by reclassifications of assets and liabibities,

2 bxcludes tedesal funds sold to, reverse wepurchase agicements with, and loans to
commercil banks in the United States

3. Consists of jeserve reputchase agiecements with broker deaters and loans to purchase
and cany securities,

4. Consists ol tederal tunds sold to, 1evense iepuschase agreements with, and loans to

commercial banks i the United States.

5. ncludes vault cash, cash items i process of collection, demand balances due hom
deposttory institutions in the United States, balances due from Federal Reserve Banks, ad
nlhu cash assets,

Eixcludes the due-trom position with 1elated forcign ofices, which s included 1 lines
25 i\ 81, and 109
Lxcludes uncained imcomie, teserves (o fosses an loans and teases, and teserves lor
lumx!cx 1vk. Loans are regoited goss ot these ttens

8. bxcludes the due 1o position with related foreign offices, which s included i haes 25,
53, 81, and 109,

9. This balancmg wem s not intended as o micasure of equity capital Lor use in capital
adequucy analysis.
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.27 ASSETS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS
Millions ol dollits, Wednesday tigures
1996
Accomit ,r
leb, 28 Mar. 6 Mar. 13 Mar, 20 Mu. 27 Apr. 3 Apr. 10 Ap. 17 Apu. 24
ASSELS

1 Cash and balances due frons dqu\(m\’ mstautions ... £17,389 108,607 113,510 109,275 110,535 113,267 113,019 117,100 127,447
2 ULS, Treaswy and government securitics 290,002 286,086 285,370 284,208 285,100 282,440 280,448 283,560 281,055

I Dading account L, 25,054 25,808 27,040 26,792 26,624 22,237 24,467 21,686 9,411
4 Investment account .. 264,948 260,818 258,336 257,506 258,482 260,208 262,021 201,874 261,644
5 Moitgage-backed see llIIlIL‘ 138 111,478 110,458 HO077 142,357 113,268 112,767 113,273 114,323

All others, by matueity

6 One year orless oo oo REBIRS A7,140° 36,553 36,570 36,013 36,039 37,508 36,182 35,363
7 One year through live yeas 64,265 62,35% 61,280" 61,280 ol,184' 61,755 62,575 63,577 03,498
8 More than five yeas o0 oo oo 50,585 49,849 50,048' 49,583 48,929 49,147 49,112 48,843 48,460
9 Other sceeutities . . . 122,220 124,904 124,936 119,876 120,071 118,949 119,878 118,987 119,006
1y Tuling account ..., 1,493 1,477 1,469 1,539 1,667 840 LYl 1,542 1,o41
tl Investiment dLL()lllll ....... 63,702 64,834 64,907 ad, 121 61,839 04,181 63,792 63,425 63,411
12 State and local goveranient, l»y nmlnuly 19,008 19,072 19,087 19,088 19025 18,078 18,955 19,019 19,065
13 One year or less 4,324 4,278 4,203 4,238 4,22 4,222 4220 4,205 4,219
14 More than one yeat 14,681 14,794 14,825 14,781 14,803 14,756 14,735 14,814 14,847
15 Other bonds, cotporate stocks, And secutitics 44,697 45,76¢ 45,8204 45,103 44,815' 45,203 44,838 44,400 44,3460
16 Other trading account assets oo o o 57,025 58,683 58,560 84206 54,564 52,929 RURWA 54,021 53,954
17 Fedenal funds sold” o000 107,153 105,488 108,379 100,118 12,037 L1299 116,084 114,112 118,408
18 o commerctal banks in the United States 70,082 70,120 71,352 72,224 70,932 72,837 ®1,396 75,435 79,263
v to uuulmnl\ brokers and dealers fnsecunities 29,951 29,310 31,365 28,658 26,0064 12,078 28,716 33,823 35,032
200 Vo othas' L 7.1 0,058 5,001 5,236 5,040 0,384 5,973 4,854 4,203
21 Other loans a 1,282,6317 | 1,284,507" | 1,284,496" | 1,286,040" | |,286.258' 1,290,095 1,293,924 1,296,749 1,297,003
22 Commerctal ‘\ml lmluslnul 152,841 353,900° 353,199 355,369 356,237 356,884 57,012 459,923 359,757
23 Bankers acceptanees and commercial paper oo 1,465 1,596 1,579 1,627 Lo 1618 1,603 1,458 1,431
24 Allother oo oo o 351,470 352,304 351,619 353,742 354,630 355,206 355410 358,405 358,320
25 LS addressees 0 oo 14%,56() 349,507 348,820 350,984 351.808" 352,565 352,729 355,726 155,588
26 Non-U.S. addiessees 2816 2,797 2,800 2,758 2,738" 2,702 2,081 2,739 2,738
27 Real estate loans. ... ... 505,117 S08,083 508,792 507,282 506,731 506,887 S08,717 S08,812 507,879
28 Revolving, home equity 47,985 41972 47,920 47,825 47,70% 47,014 47,033 47,967 48,191
20 Allother ..ot . 457,132 400,711 460,872 459,457 458,960' 459,873 461,684 460,845 459,088
30 To mdividuals for personal expenditures . . 247,863 247,903 246,948 247,608 247,144° 247,939 248,302 249 348 240 873
31 To depositary and dmanciad institutions 68,520 69,075 70,405 T,823 71,324 74,329 74,503 73,101 73,539
32 Commwercial banks in the Thated State 19,630 39,645 40,523 19,792 39912 ADTU8 41,185 40,092 41,242
RE] Banks 1 forcign countries 2,784 2,649 3,001 3,082 3211 3,033 3,900 3,021 3,510
34 Nonbank depository and other finanesal instuteons ., 26,107 26,781 26,881 27,949 28,202 29,588 29,418 29,088 28,787
35 Vor purchasing and canying seewrities ..o 19, (m 16,741 17,006 16,207 15,923 {4,187 14,894 15,122 15,795
36 To fanee agricultural production 4,564 6,521 0,504 6,554 6,513 6,575 6,587 0,645
37 To states wid political subdivisions 10,610 10,572 10,522 10,589 10,543 10,480 10,488 10,317
38 To toreign governments and oflicial instautions . L1115 1,120 1102 1,082 [,123 1,323 1,237 [,095
39 All other loans .. 25,940 25,538 26,064 20,083 27918 26,697 26,563 26,307
40 Lease- 1mdnun&, e Lu\'.\hlu L 43975 44,396 44 5549 44,592 44,767 45,420 45,569 45,706
41 L1ss: Uneaned income ..oy 1,764 1,803 1,793 1,791 1,764 1,812 1,813 180K
42 Loan and leas 33,537 33,517 d3.44/ 33,182 33,250 33,062 33,049 32,068
43 Other loans and le 1,249,206" | 1,249,176 | 1,250,800" | 1,251,286' 1,255,082 1,259,050 1,261 888 1,262,227
44 All othet assets .. 142, a7n td7,228" 142,594} 144,‘155' 143 5749 148,698 148,511 146,678 140,613
45 Totl BSSEES. ., Lo e e e 2,026,712' | 2,022,269 | 2,023971" | 2,015,322" | 2,012,613" | 2,029,741 | 2,043,030 | 2,042,326 | 2,048,846

Faotnotes appear on the following page
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27 ASSETS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS—Continued

Millions ot dollars, Wednesday figutes

096
Account \—‘-‘M r“
Feh, 28 Mar. 6 Mar 13 Mar. 20 Mat. 27 Am. 3 Am. 10 Ap 17 Apt. 24
FIABILITIES
A6 DeposS. L e L194,203 | 1214607 | 1,200,808 | 202,087 | 1L198,002 | 1,236,890 | 1,232,494 | 1,236,558 | 1,212,132
47 Demand deposits 208 443" 01,517 297,850 206,239 294,139 115,319 301,243 316,277 302,621
48 Individuals, partn 255,041 258,736 257,085 251,947 250,720 270,698 267,244 269,122 254,789
449 Other holders . o 43,402 42,781 40,795 44,293 43,420 44,021 43,999 47,188 47,832
S0 States and political subdwlsm(ls ............ 8,201 7RI 7,400 8,641 8,212 8,128 8,600 8,123 8,820
Sl LS, government .., ..., 1,709 2,160 1,698 1,059 1,601 2,258 2,493 5,178 0,535
52 [)Lpn\llmv mslllulu)n» in the United hl.m' 19,860 20,260 19412 20,459 20,140 21,488 19,935 20,981 19,640
53 Banks in foreign countiies 5,842 4,998 5,019 5,750 5,468 4,977 5,403 4,567 5279
54 Foweign governments and ollicial institutons ... 553 680 678 [ON) 6(i4 621 605 04} 578
45 Certihied and othieers” cheeks o0 7147 6,851 6,580 6,788 7,304 7,149 6,813 7,600 6,979
56 Jransachion badances other than demand dl[)l!\ll'\ ,,,,, 85,208 86,023 R, 140 85,054 84,557 86,892 80,267 89,990 42,854
57 Nontrasaction haldiicees e e e 810,643 827,067" 827,817 824,004 10,308 834,779 834,084 830,291 K20,658
58 Individuals, partnerships, ‘\ml unpumllnm 785,883 K01,769 80)2,858" 796,780 T94,406" ROK,07Y 808,082 801,662 798,105
59 Orher holdery . 24,7600 25,299" 24,960 24914 24,900' 26,700 26,901 26,628 28,552
60 States and ;mllm.ll \ulvdlvmnm - 21,754 22.338" 22,008 22,103 21,980 22,081 23,073 22,367 22,425
6l WS, government .. 741" 785 T8I 747 728 1,934 2,162 2,455 3,929
62 Depository sastitutions 1 the l I\IIL States 1,979 1,889 L776 1,752 1.879 1,480 1,362 1,493 1,995
603 P'oteigan goveoments, oftictal mstititions, and banks . 285 286 308 112 312 308 308 312 303
64 Laabilities tor bonowed mane \' . 410,004 394,734 104,051 410,568 402,607 392,672 406,765 398,500 416,611
65 Bonowings ftom Federal Reserve H.mk\ 0 0 0 4] h O 0 0 0
66 Tieasury tax and loan notes L. . 21,229 7 463 15,425 11,733 14,355 5,921 24,794 26,4560
67 Other hahalities fou botrowed muncy(’ P 18K,774 194,727 4013,587" 394,743 390,934 381,318 400,845 A73801 00,156
68 Other fabilities (ncluding subordinated nnln and de bentue \) o 225,731 2158797 212,361" 204,347" 214,795" ’()(\ 349 207,986 211,554 223,594
69 total labitities . .0 o0 o0 1,830,028" | 18252207 | 1,826,219" | 1,817,902" | 1,815464" | LB36,0LL 1,847,245 | 1,846,708 | 1,852,337
70 Ressduad (otal assets fess total habilinesy’ .00 L 196,084" 197,049 197,751° 197,420 197,149 193,730 195,785 195,618 196,500
MIMO
71 “lotal toans and leases, gross, adjusted, plus sed euntes® L 1,692,.294" | LoOLUOW | Lo 31 | 1,084,317 | 1,682,627 1,689,245 1,693,793 1,696,982 1,695,057
72 L depostis 1 amounts of $100.000 o more 118,222 118,768 117,990 117,728 116,262 119,407 118,241 119,119 122,439
74 Foais sold outnght to athlate S 1177 1,168 1,151 1,136 1,125 1116 i, 106 1,098 1,088
74 Commercial and industrial 275 275 270 270 26y 208 208 268 2068
75 Other oo oo 902 Ku2 K80 866 856 %48 838 829 820
76 Forcign branch uuhl extended to ULS, luul\nl\ ‘‘‘‘‘ 27,714 27,546 27,354 27,162 26,956 26,001 27,107 27,861 27.837
77 Net owed toclated mstitutons aboad. .0 oL 42,665 K2,191 R(1,559 73,099 5,122 71164 67,682 73,430 95,245

L. Includes certilicates of patticipation, issued or goaranteed by agencies of the 1.8
povernment, in pools of wesidential imortgages.

2. Includes secuities purchased under agreenments o vescll,

3. Includes allocated transter tsh eserve

4, Inclicdes negotiable arder of wathdawal (INOWS) and antomatic hanster servier (ATS)
accounts, and tefephone and preauthotized ansters of savings deposits.

S, Includes bortowings only tiom other than directly 1etated institutions.

6. Includes federal funds pruchased and securities sold under agrectents o repiichiase.

7 Hais babanciug item s not intended as ameasare of equity capital for use e capital-
adequacy anilysis,

8. Excludes oans to and tedetad tunds nansactions: with commercial banks m the
United States,

9, Afhlhates melude a bank's own forergan hianches, nonconsolidated nonbank alilates of
the bank, the bank’s holding company (it not a bank), and nonconsolidated nonhank
subsudianies of the holding company,

10. Credt extended by toregn branches of domestically chartered weekly repotting binks
to nonbank 11,8, iesidents, Consists nainly ot commeraal and industiial loans, but includes
an unknown amount of credit extended to other than nonfinancial businesses,
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1.28  LARGE WEEKLY REPORTING 1.5, BRANCHES AND AGENCIES OF FOREIGN BANKS
Assets and Liabilities

Mitlions ol dollars, Wednesday figutes

1996
Account e e 1 et Al Al e S S -
b, 2K M 6 Mai, 13 M. 20 M ')/4‘ Apm, 3 Ap 10 Ap 17 Apr 24
ASBSLIS
I Cashand balances due trom depository
sttmtions . ... 0 . 10,736 16,242 16,694 16,500 10,611 16,273 15,855 15,500 15,572
2 US. Tieasury and pmnumn[ .\yxmy
seewities Lo o L o PN 49,319 47,099 40,911 46,967 45,429 46,147 46,700 44,005 1914
§ Othey seeutities .. Lo e . o 44,7704 14,699 43,329 42,717 42,555 41,089 42,893 414 A 657
4 Pederal Tunds sold' ..o oL Lo 31,487 2005 29,082 28,169 3,121 24,301 26,693 ALa79 J8065
5 o mnnmlu.nl banks 1 the United Sm(u . 7,003 5,200 7,274 3,048 7812 5,248 7,100 0,907 8.034
6 Cloathas’. ... o0 L e 24425 AR YR 72,409 22,01 22,30 ICRRR) 19,593 24,573 w431
7 Other loans aml lm\u LIOSS L0 . 185,298 tRO,6/5 141,937 183,360 183,509 1¥5,381 184,807 184,775 185476
& Commerenl il mdusteal o .. 120,912 119,678 120,149 121,260 120,681 122,739 122,004 121,757 121023
4 Bankers aceeptances and commercial [mpu . 5,290 5,135 5,048 5,149 5,188 3164 3,424 5454 S,102
10 All other . e s 115,622 114,521 115,100 116,112 115,493 £17,570 116,564 o603 115,861
Bl S ‘ukhn\us ....... e . 109,699 8519 19,007 109,988 19,311 111,360 1040 140,225 109,674
12 Non-U.8. addieasees o . 5923 6,004 6,003 6,123 6,182 6,216 0,154 0,378 6,191
13 Sowns seowmed by wend estate 00 L . 00 Y833 20,817 208 2,374 23101 210 20,008 20,304
14 Toans to depositony and {uncial
ISUoONs ... L e e 673 283760 28,807 29,414 30,067 30,504 RIVOFS 30,110 31070
15 Commetcial banks w the Unued States . RIS 2,510 3,231 3,144 3,273 2370 2,548 2,244 2,560
[14) Baoks in forelgn counteres 0 o0 L 3,050 2883 2,845 2,071 2,155 3,001 110 3,051 3,120
L/ Nonbank financial wstilutions, ... ... .. 24210 22 984 22,830 24,500 24,084 25,127 25,271 24,815 25,997
I8 Loy puschasmg and careyig secontties . 1014 ANAR 5,384 3,503 8,782 4,947 4,952 4,862 5,134
19 ‘Lo toreign governments and oflicial
mstitations L. . e 661 6RO 5913 66Y 594 021 582 08Y 6015
20 All other. ., 166 4,14 4,202 4,094 4.214 4,472 1,228 4,247 610
21 Ohier assets (¢! 40 KR 40,114 41,240 16,508 16,785 36,958 17,581 37,240 16,909
22 Total assets’ .. L o . 496,549 RL{XON] INT7,969 384,985 IH4,098 343,950 386,397 392,910 39 1T
| RENITIRENT I
24 Deposits or credit halances owed to other
than direetly selated nistintions ., . . tO-4 192 103,864 105,992 105,042 105,989 105,650 101,344 105,173 108,443
24 Demand deposits’ .. o0 L . 1,887 3R 3,896 3,074 3,954 3,906 ORI 4,036 4,216
25 Indiveduals) parmerstups, and colporations . 1,106 3,183 3,108 2921 i, 124 INR) 247 3,311 3,481
200 et o L C e 721 995 791 2 830 817 7 124 738
27 Nontransiction accounts .. ... . ... 1O, 306 100,086 102,097 1ot,419 102,034 10,660 7,4 101,037 104,217
28 Indivrduals, pattnersiups, and unpnmllonx O8,84/ 69,719 P2,078 TLO13 71,374 1250 69,250 12,258 74,789
29 Othey o000 o BN 31,158 30,360 10,018 29,807 30,001 249,159 28,154 28 RT7Y 29428
30 Borowings trom other than Llllully
1elated instiutions . PR 19816 THItS 12,147 15,90 10,075 o049 JREY 82875 FAR (]
31 bederad lunds pactiased” . . 45,012 49,3543 45,236 47,141 43911 RYNIDH 45,281 82,877 44,6914
2 From commercial lmnk\ 1 the Unnted Sl.u\ NN 10,198 11,755 10,308 8,850 8,730 2,004 0753 12,657 8,761
33 Fromothers ..o . 0 L e . 4 R4 37,595 34,031 38,291 35,211 15,6004 39,548 10,220 35,031
34 Other habilities to) l!(ulnwul mone v 30,3013 21,164 750 18,424 26,434 26,351 1,859 29 998 L2
35 Yo comnmetctal banks m the United § 4,304 4,282 3,949 4,244 4,381 4,357 4,251 4308 45144
3 Toothers .. ... . oo . 26,500 23,487 23,567 24,181 21,753 21,994 26,008 25,670 20,127
17 (hher habilities to Il()l]l&l‘llu] parties .. s GO0 62461 63,0604 39,105 58817 58,082 Gl1,598 Gt K40 54,561
38 Total linbilities® . . .. . 396,549 86,611 87,969 84,985 84,008 3,950 386,497 392,910 391,417
Mima
A9 Total Toans (gross) and securitios, &l(l|llhlk‘&]/ P 300,334 291,237 201,354 292,121 290,617 290,450 291,58 245,212 2919148
40 Net owed to related institutions abroad ..., .. 104,328 111,808 117,991 114,507 120,219 2918 115,518 17,221 1H1L,035
I Inchsdes seeurities purchased wder agrecents 1o resell 5. lucludes seeutities sold nader agreements to eepurchise,
2. Includes transactions with nonbank brokers wid dealers mosecunies 6. For (LS, branches and agencies of foeign banks having a et “due 10" position,
3. $or LS. branches and agencies ot foreign banks haviog a net “due liom™ position, meludes net owed 1o retated institutions abrowd.
intcludes net due ron related mstitutions abroad 7. BExcludes foans toand fedetal unds transactions with commercial banks m the United

4. Iucludes other tasaction deposits States,
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1.32

Millions of dollass, end of period

COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING

Year ending December 1995 1996
frem — S - —
1991 1992 1993 1994 1995 Ot Nov, Dece, Jan, Leh. M,
Commerctal paper Geasonally adjusted unless nated otherwise}
1 Alldssuers. ... ... ... 528,832 545,019 555075 595,382 674,927° 673,241 669,661 674,927 685,797' | 687,669 695,201
Fioaneral companies! )
2 Dealer-placed paper”, watal L 212,999 220,450 218,947 223,038 2758147 271,299 276,222 275,814 288,308' 293313 202,533
3 Dnecetly placed paper ', totad L 182,463 171,608 180,384 200,701 210,853 215,982 213,578 210,854 208,166 208,040 208 880
4 Nontanctal mmpulncs". ‘‘‘‘‘ 133,370 147,558 155,739 164,643 188,260 185,960 LH‘),K()I' 188,260 189,264 186, 310" 193,788
L Bathers doblar acceptances (not seasonally adjusted)’
S lotal... ..o L 43,770 38,194 32,348 29,835 29,242 4 h
By hobder
6 Aceepting banks . ... L L P07 10,555 12,421 11,783
7 Ownbills. .. .. e e 9,347 9,007 10,707 10,462
R Bills hought tronmt other banks £,670 1,458 1,714 1,321
Federal Reserve Hanks”
9 Foteign conespoisdentts .. oL 1,739 1,270 725 410 n.i . " na. n.. .t i,
1 Others, . oL L 3014 26,304 19,202 17,642}
By havis
L1 hnpores into Uned States . L, 12,841 12,209 10,217 13,06
{2 Expots from Urted 10,351 8,006 4293 6,355
VAl other, .o oo 0 20,577 17,850 14,838 13417 Y v

b, Tnstitwtions engaged prmarily in commercial, saviigs, and mongage banking, sales,
personal, ad wortgage uanemy; tactonng, bonance feasig, and other busimess lending;
isutimee underwriting: and othien mvestiment activities.

2. Includes all nancral-company paper sofd by dealers mthe open market

1. Asaeparted by el companies that place then paper divectly with mvestors,

4. Inicludes public wtilities and finms engaged prmanly msuch activities as communica-
Hoils, constiaction, manufactarmg, wnnng, wholesale and retal tade, tanspontation. awd

services,

5 Data on hankers dollar aceeptusces are gathiered from approxinately 100 instieuons,
Lhe teporimg group s tevised every Januay. Begimiing Januwmy 1995, data {or Bankers
dollw acceptances will be reported anually m Septemiber.

6l 1977 the Federal Reserve discontinoed operations i bankers dollin aceeptances foy

iy W eeount

.33 PRIME RATE CHARGED BY BANKS  Short-Term Business Loans'
Percent per year
Dite of change Rate Perid [\\llklll:bL Penud !\\l:l‘:gt Peniod /\\\Lulx:m
S i ~
993 Jas, . L 600 1993y . 600 1994 Jan, 6.00 1995 8.50
1994 7S Feh, . 6,00 00
[DUA) 6.25 1995 8 83 M. . 600 900
675 Api 045 9.00
7.25 993 - 600 My 6.9 9.00
775 o 00 June 725 9.00
8.50 000 July 728 8.0
a0 Aug . 751 875
1995 Feb, | 9,00 600 Sept. 775 X.75
R.78 .00 Oct, 775 X.75
K.50 600 Nov RN .75
6.00 Dee, . 8.50 3.05
19v6  beb, 8.25 600
6.00 1996 R 50
600 B.25
600 8.25
8.25
§.25

1 Fhe e rate 15 one of several base tates tiat banks use o price shor-term business
loanss. ‘The table shows the date on which o new 1ate came to be the predommant one quoted
by a majorty of the twenty-five largest banks by asset stze, based on the most ieeent Call

Repat Datain this table abso appear o thie Bowed's TLES (519 weekly and G U (415)
monthly statistieat eleases, For ordering addiess, see mside tront cover,
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1.35 INTEREST RATES  Money and Capital Markets
Pereent per year; fignes are averages of business day data unless otherwise noted
1996 1990, week ailing
Item 1994 1994 1995 " —
Jan. (R Ma. Apr. Mar. 29 [ Apr. § Ap 12 4 Apr 19 | Ap 26
e N N T -
MONEY MARKET INSIRUMENTS
I Federal unds™* . Gy e 102 421 5.83 5.56 5.22 531 5.22 5.22 5.40 5.08 5.24 5.24
2 Discount window Imnnwmg") ............ 3.00 3.60 5.21 524 5.00 5.00 5041 5.00 .00 5.00 5.00 5.00
Commeri tal paper W36
3 lemomh 37 4.43 5.93 5.56 529 5.39 5.40 548 542 5.42 5.39 538
4 3-month 3.22 4.66 593 5.40 5.1 5.31 5.39 537 5.36 5.4] 5.39 5.38
5 ganomh L, 130 497 5,93 5.23 499 520 5.38 512 5.32 5.42 540 538
Fuance paper, directly pluc cd™
G L-month 112 4.33 5.81 5.44 5.20 5.29 5.31 5.36 592 5.33 5.30 529
T damonth 0 4.53 5.74 5,25 5.00 5.18 524 5.26 5.26 S 5.28 527
8 O-month .. 315 4.50 5.08 5.01 4.77 5.04 5.20 S.14 5.8 5.22 520 5.21
Bunkery acceptances™ ¥
9 d-month ... AN 4.56 SK1 531 5.07 2 5.24 5.26 5.20 531 5.28 5.20
10 G-month . ..o L 121 4.83 5.80 S.14 4.491 5.17 28 22 523 5133 5.27 5.26
Certificates of depostt, secondar v marhet™?
I t-month . 10l 438 587 5.47 523 531 5.34 5,360 5.35 537 533 531
12 3-month 3.17 4063 592 5.39 515 5.29 5.30 5.4 534 5139 5.306 5.34
13 G-month 3.28 4.96 S5.98 528 5.03 5.30 542 37 5,48 5.49 542 540
14 Busodolla deposits, 3-month ™' ... 318 4.63 5.93 5.40 5.14 5.28 536 5.3% 533 s34 5,36 5.45
LS. dreastnry bufls
Seconday nuarket ™
15 3-month ... 100 4.25 5.49 5.00 4.83 4.96 495 5.0 5.1 4.97 4,85 4490
16 6-month | 112 4.04 5.56 492 4.77 4.96 506 S0 sS40 5.1 5.04 5.04
17 J-year ... 329 5412 5.60 4.82 4.69 5.06 5.23 5.3 5.8 53 5.21 521
Auction avetag,
18 3-month ., 302 4.29 5.51 5.02 4.87 4.96 4.99 4.99 S a7 503 487 4.97
19 6 month .. 314 4.66 5.59 4.9/ 4.79 4.96 5.08 4.97 5,06 519 503 S07?
200 l-year ..., 333 5.02 569 4.89 4.64 498 5.7 1. 547 i, na i,
LS. TRLASURY NO1ES AND BONDS
Comiam matwities””
21 343 5.32 5.94 5.09 4.94 534 5.54 5.42 548 5.62 5.51 5.52
22 4.05 594 6.15 S0 5.03 5.06 590 578 584 607 5.95 5.94
23 4.44 627 6.25 5.20 5.14 579 6.1 5.89 5,97 623 6.1 010
24 514 4.09 6.38 5.30 5.38 597 6.30 608 6.14 642 6.32 0131
25 5.54 691 6,50 5.54 5.64 6.19 6.48 6.27 0.33 06.60 6.49 0.48
26 5487 7.09 6.57 5.65 581 60.27 6.51 632 6,35 6.60 6,52 6.5
27 6.29 149 0.95 6.1l 6.30 6,74 6.98 6.81 6,85 7.07 6.99 60.98
28 yeat ..o - 6.59 137 688 608 6.24 6,60 6,79 6038 6,68 0.88 6.80 679
Composiie
29 Maore than 10 years (ong-teim} 645 7.41 693 6.07 6.28 6,72 6.94 678 681 7.03 0.95 6.95
STAIL AND LOCAL NOTES AND BONDS
Moody's series'’
30 Aaa . L. s 548 577 5.80 527 524 533 5.62 5.44 5.60 5.54 5.62 5.70
30 Baw oo s e 583 6.17 6.10 5.59 5.59 5.72 5.94 5.96 6.07 600 596 5.94
32 Bond Ruyer sedes o o 560 6.18 595 543 543 579 5.94 590 586 6.03 5.94 501
CORPORA'TE BONDS
33 Seasoned ssues, all industues'™ L . 7.54 826 7.83 7.10 7.2 765 7.80 7.69 .72 7.90 779 7.8
Rating group
M A o e 7.22 797 7.59 6.80 6.99 735 750 739 7.41 7.60 7.50 7.48
7.40 815 172 6.99 716 7.52 7.68 7.57 7.59 .77 7.67 7.66
7.5%8 828 7.43 7.12 7.3 7.68 783 1.72 7.74 7.92 7.82 781
P o 7.93 8.63 R.20 7.47 7.63 8.03 8,19 809 812 8.30 819 8.16
38 A-ratedd, weeently oftered unliy bonds™ oo 146 8.29 780 7.09 731 7.5 7.90 7.7 7.94 791 789 7.90
MmO
Dividend piice ratio'’!
39 Common Stocks ..o o 2,78 2.42 2.56 2.31 222 222 224 2.2 2.20 228 2.25 222

(. The daily eftective tederal funds tate is @ weighted average of rates on trades thiough

12, Yields on actively traded issues adjusted (o constant matwmities. Source

1 U.S. Depant-

New Yok brokers,
2. Weekly tigures are averages of seven catendm days ending on Wednesday of the
cutrent week, nonthly tiguies induade cach calendar day m the month,
3. Anunnalized using o 360-day year for bank interest.
4. Rate for the Federal Reserve Bank of New York.
5. Quoted on a discount basis.
6. An average of offering raes ou commerctal paper placed by several leading dealers tor
tinms whose bond rating 15 AA o1 the equivalent.
7. An average ot offering vates on paper directly placed by finance companies,
¥, Representative closmg yields tor acceptances of the highest-rated money center banks.
9, An average of dealer offenng 1ates on nationally traded cerificates of deposit.
10. Bid rates for Eurodottar deposits at approximately 1100 a. London time. Data are
for indication puiposes only.
11, Auction date tor dty data; weekly and monthly averiges computed on an issue-date
basts,

ment of the Treasury.

13, Genetal obligation bonds based on Thursday figures; Moody's Investors Seivice,

14, State and tocal govermnment general obligation bonds maturing m tweaty years e used
in compiling this index, The twenty-bond index has a ratmg roughly cquivalent to Moodys'
Al rating. Based on Thinsday liguies.

15, Daity hguies from Moody’s Tnvestors Service. Based on yields to matanty on selected
long-term bonds,

16, Compilation of the Federal Reserve. Ty series is an estimate of the yietd on recently
offered, A-tated utility bonds with & thitty-year matwity and five years of call protection.
Weekly data are based on Fruday quotations.

7. Standard & Poor’s corporate series. Common stock 1atio s based on the 500 stocks in
the price index.

NoTr, Sote of the duta in this table wlso appenr m the Board’s 1115 (519} weekly aund
(3,13 (415) monthiy statistical releases. For ordermg address, see inside front cover.
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136 STOCK MARKET  Selected Statistics

—

1995 1990

Dudicator 1993 1994 1998 -
Aug,

Sept. Oct, Nov. bec, Jan, l-el Mar. Apr.

Prices and trading, volume (averages ot datly tigaes)

Comnion stock prices (indexes)

I New York Stock Exchange

(Dece, 31, 1965 SO ... P 249.71 201 18 300.05
2 hdustiial oL . 300.10 367.40 379.79
3 Fransportation 242,64 270,14 285.03
4 Unhty.... .. A S| L1dss 11461 11106
S pdmance. . L. B e 216.55 209 05 21848 245.27
6

Standard & Poor’s Corporation

(941 43 ' 45163 | 40042 1 54172 | 85941

Awettean Stock Eachange |
(Aug, 31,1978 - S0y Lo 43877 14949 4U%.13 52686

Volwme of nadmyg ithowsandy of shaies)

RELZ] RINO 31758 327.90 32922 346446 346,73 347.50
390,42 389.63 398.66 41211 413.05 43592 439.55 44199
295.54 29116 3{HLOG 303 53 300,43 31529 324.77 32642
114.67 12359 1140 17195 127.04 [RERY 12283 12244
26072 265.12 26612 27336 27490 290.97 200.44 2R7.92

578,77 582,92 595 53 614.57 014,42 649,54 047.07 647,47

547 64 530,20 52993 538.01 54048 502.34 565.09 S80 60

8 New York Stoch Exchange ... . L 1263374 290,052 145,729 300,879 352,184 365,108 360,199 384,310 | 416,048 | 434,007 426,198 | 419,041
9 Ameucan Stock bBachange .0 oL . |18, 188 17,954 20,387 21,825 25422 17,865 16,724 21,085 21,069 27,107 22988 24 880
IR ERS I 1 B DR B
Customer tuancing (millions of dollars, end-ot-petiod balances)
— - I
10 Margin eredit ot broker—demers’ .. Lo 60,310 61,160 76,680 71,440 7,076 75,005 177875 76,680 73,530 77,000 78,308 81,170
Free cedit balances at brokery!
11 Margin accounts S 12,300 14,095 16,250 13,900 14,806 14,753 15,590 16,250 (4,950 (5,840 15,770 15,78
12 Cashaccounts .. o0 & Lo 21715 2R.870 34,340 29,190 29,796 29,908 30,340 34,340 12,465 34,700 33,113 33,100
Margin tequitements (pereent of market value and eftecuve date)”
M, 11, 1908 Juue 8, 1968 May o6, 197G Dee. 6, 1971 Nov, 24, 1972 Jan, 3, 1974
S U —
13 Mingm socks L. P . P 0 R0 65 55 05 50
14 Converhbie bonds ..., PP 50 60 50 S0 50 50
15 Shott sales .. R P 70 80 [{N] RN 65 50

1. I July 1976 a tancial gioup, composed of banks and msurance conpames, wis added
to the gaoup of stocks on which the wdex s based. The index s now based on 400 industiial
stocks (formerly 429), 20 tanspoitation (tormetly 15 raid), 4t public utility (tovmerly 60), and
40 financial

2. 0n July 3, 1983, the Amencan Stock Bxchange iebaved s index, effecuvely cutting
evious readings i halt

3. Since July 1983, under the tevised Repulation 1 matgin credit at broker- dealets bias
ncluded credit extended sgainst stocks, convertible bonds, stocks acquued thiough the
excrerse of subsenption nghts, corpotate hoids, and government secuties, Separdte 1€por
g of data tor margin stocks, convertible bonds, and subscripnion 1ssues was discontinued m
Apul (984,

4. Pree credit balances are wnounts in accounts with no untulilled connmtments to
brokers and are subgect to withidrawal by customers on dematid,

53 Seres nitinted i June 1984,

6. Margm yeguirements, stated megutwmons adopted by the Bomd of Governors pursuan
to the Secuntties Exchange Act of 193, Innt the amount of credit that can he wsed to
purchase and cany “mangin secunties” tas defuied my the egulations) when such credit s

collterahized by secunnes. Maingin requuenwents on secutities other than options ate the
difterence between the market value (100 percent) and the maxuum loan value ol collateral
as presenbed by the Bomd. Regulation T was adopted efiective Oct (5, 1934; Regulatton U,
cftective May 1, 1936; Regulation G, effecuve Mar 11, 1968; and Regulanon X, efiective
Nov 1, 1971,

Ou Jan, 1, 1977, the Board of Governors ton the fust time established in Regulation 't the
ngttal margin teguited for winting opnons on secminies, setting 1 at 30 peicent of the cursem
matket value ot the stock undedlymg the option, On Sept. 30, 1985, the Board changed (he
requited imtial margo, allowne it 1o be the same as the oplion mamtenance mangin wuired
by the appropuate exchange ot self-regulatory otganization; such mamtenance mangin oles
must be approved by the Secwities and Exchange Conmnssion, Eftective Jan. 31, 1986, the
SEC approved new mamtenance margii tules, penmitting ningins to be the price of the option
plus 15 percent o the market value of the stock underlying the aption,

Effective June 8, 988, margiis were set w be the prce ot the option plus 20 pereent ot the
muarket value of e stock underlymg the option (or 15 peleent in the case of stock-index
oplions).
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1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Fiscal year Calendar year
Type of account or operation . 1995 1996
1993 1994 1995
Nov. Dec. Jan. Feb. Mar. Apr.
US. budger'
t Receipts, total .............. ... ... 1.153.535 1,257,737 1,355.213 90,008 138.271 142,922 89,349 89,011 203,386
2 On-budget................ ... 841,601 92271 1F 1,004,134 63,631 110322 110,615 60,912 56,677 160,774
3 Off-budget. . ... N 311,934 335,026 351,079 26,357 27.949 32307 28,437 32334 42,613
4 Outlays. tota}. . 1.408,675 1.460,841° 1,519.133 128,458 132984 123,647 133,644 136,286 130,993
5 On-budget . 1,142,088" 1,181,469 1,230.469 101,767 121,753 98.057 105,711 108,365 105,131
6 Off-budget .. 266,587 279372 288,664 26,691 11,232 25.591 27,933 27921 25,863
7 Surplus or deficit ( —255.140° -203,104° -163.920 ~38.450 5,286 19274 —44,295 ~47275 72,393
8  On-budget .. .. L] ~300487° —258,758" —226.335 —38,116 ~11.431 12,558 ~44,799 —51,688 55,643
9 Off-budget ............... ... 45.347 55,654 62.415 —334 16717 6716 504 4413 16,750
Source of financing (total)
10 Borrowing from the public.................. 248,594 184,998 171,288 38,339 - 18,358 —4,747 47022 39,189 —35.466
il Operaqlng cash (decrease, or increase {— - 6.283 16,564 =2.007 -4911 5,610 - 16959 6,297 9,283 -26,449
120ther=. .. ... .. e 429 1,542° —-5.361" 5,022 7462 2,432 —9,024 —197 ~10,478
MEMO
{3 Treasury operating balance (level, end of
period)...... ... 52,506 35942 37,949 26,105 20,495 37454 31,157 21,874 48,323
14 Federal Reserve Banks . S 17,289 6,848 8,620 5,703 5979 8,210 5632 7.021 11,042
15 Tax and loan accoums ................... 35,217 29,094 29,329 20,402 14,515 29,243 25,525 14.853 37,281
t. Since 1990, off-budget items have been the social security trust funds (federal old-age net gain or loss for U.S. currency valuation adjustment; net gain or loss for IMF loan-
survivors insurance and federal disability insurance) and the U.S. Postal Service. valuation adjustment; and profit on sale of gold.
2. Includes special drawing rights (SDRs): reserve position on the US. quota in the SOURCE. Monthly totals: U.S. Department of the Treasury, Monthiv Treasury Statement of
International Monetary Fund (IMF). loans to the IMF; other cash and monetary assets; Receipts and Qutlays of the US. Government: fiscal year totals: US. Office of Management
accrued interest payable to the public: allocations of SDRs; deposit funds; miscellaneous and Budget, Budget of the US. Government.

liability (including checks outstanding) and asset accounts; seigniorage: increment on gold:
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1.39 .S, BUDGET RECEIPTS AND OUTLAYS'
Miltions of dollas
Fiscal year Calendin yeat
Suource ot type 1994 1995 1990
1994 1995 —
H1 2 11 2 el Ma. Am
- ] ] i — -
RycLiers
1 All sources . ... .. L. 1,257,737 1,355,213 652,234 625,557 710,542 656,400 89,34y 89,011 203,386
2 Indwviduwal mcome taxes, net. .. ... 543,055 590,244 275,052 273,474 307,498 202,393 40,327 22,523 107,513
3 Withheld . 459,699 494,927 225387 240,062 251,398 256,910 46,722 41,834 38,930
4 Presidential b luunn ¢ mnpmw I uml 70 ] 63 10 58 9 7 16 13
5 Nonwithheld 160,047 175,786 117,620 42,031 132,006 43,100 3,163 5,790 89,392
6 Relunds e 76,701 45,538 68,325 9,207 75,958 11,058 9,565 25,118 20,822
Corparation meoine mxu
T Gossrecepls ... 154,205 174,422 80,536 78,392 92,132 84,302 3,797 17,793 26912
8 Retunds 13,820 17418 6,933 7,745' 10,399 7518 2,108 2,332 1,975
Y Socit] msurance hm 5 .lml u:nlnhulmn» nLI 461,475 484,471 248,301 220,141 261,837 224,269 IB,960 41,763 60,588
I¢ LEmployment taxes and conttibutons’ L ... 428,810 451,045 228,714 206,613 228,063 211,323 36,011 41,080 56,615
1l Selt- unplnymul! taxes and conteibutions® 24,444 27,127 20,762 4,139 23,429 3,557 278 1,006 12,441
12 Unemployment inswance .. ... .. 28,004 28 R7R 17,301 14477 18,001 10,702 2,546 258 3,628
13 Other ner xcccipls" ........... 4,661 4,550 2,284 2,349 2,267 2,247 403 419 346
14 Fxoise taxes. oo 0 55225 57,484 26,444 30,0062 27,452 30,014 4,308 4,133 4,577
IS Customis deposits ., 20,009 19,301 9,500 11,042 8,847 4,849 1456 1.528 1,388
16 Estate and gt taxes . 15,225 14,761 8,197 7,071 7424 7,718 1,090 1,137 2,704
17 Miscellaneous recepts” ... Lol 22,274 11,944 1,170 13,305 15,749 11,374 1,517 2,467 1,680
OULLAYS
I8 All types ... 1,460,841 1,519,133 710,620 752,151 760,824 752,511 133,644 130,286 136,993
19 Natwonal detense .. o0 L 281,042 272,066 133,844 141,885 135,862 132,954 21,691 22,479 22,125
20 Interpational affans, ... .. L 17,083 16,434 5,800 11,889 4,798 6,994 2,604 1,391 YR8
21 Genetal scienee, space, and luhnnlogy. . 16,227 16,724 8,502 7,604 B.611 8R10 1,326 1,381 1,534
22 Fnergy ..o oo o 5219 4,930 2,237 2,023 2,357 2,203 54 131 17
23 Natusal tesowces and environment 21,064 22,108 (AR} 11911 10,272 12,633 1.817 [,592 1,660
24 Agnewdtare . o0 o0 15,046 9,773 7,451 7.023 4,040 3,062 345 02 - 249
25 Commerce and housing credit 5,118 14,441 4,962 4,270 - 13,937 4,412 1,024 1,443 1,741
20 Tiansportation . . RERS ) 39,350 16,739 21,835 18,193 19,931 2,960 2,864 2,864
27 Commumty and IL),IDILI\ (\\VL\nlmmn . 11,454 10,041 4,51 6,283 4,858 6,085 396 1,007 1,026
D8 Bducation, tarnng, cmployment, and
socnal services . oL 46,307 54,204 19,202 27,450 25,850 24,804 4,521 4,301 4,014
29 Health PRI 107122 115418 53105 54,147 58,904 57,078 9,540/ 0317 10,458
30 Social secunty “and Medicane 464312 495,704 232717 236,817 251,975 251,387 42,950 43,249 44,216
31 fncome secuity. e e 214,031 220,449 109,080 101,806 117,385° 104,078 23,792 25,927 21417
22 Vetenans benefits and sevices 37,642 37,938 16,680 19,761 19,268 13,684 2,001 3,300 2,974
33 Admunistiation ol ustice 15,256 16,223 7,718 7,753 8,054 8,117 1,280¢ 1,341' 1,585
34 General EOVEINMENL e 11,303 13,835 5,084 7,358 3,796' 7621 1,575 766 --25
35 Net mterest” |, 202,957 232,17 99,844 109,434 116,169 119,350 19,771 20,244 20,463
16 Undistiibuted nﬂsuung_ l«,wlpts 11772 44,455 17,308 20,066 -17,632 --26,994 2,855 - 2,490 - 2932

1. Functional details do not sum to total outlays for calendan year data because 1evisions to

5 Deposity of camings by Federal Reserve Banks and other miscellancous receipts,

tonthly totals have not been distributed amony functions. Fiscal year total tor eceipta and
outlays do not conespond to catendar year data breause revisions from the Budger have not
beea tully distiebuted aciass uotiths

2. Old-age, disabnlity, and hospital msusance, and 1ailroad 1etiement accounts,

3, Old-age, disabihity, and hospital mswance.

4 Federal employee retitement contributions and cival
disability tund.

service retitement and

6. Tncludes interest recewved by tiust funds.,

7. Rents and royalties tor the outer continental shelf, 1
CH)P'U)’CU etirement, and (.‘(_‘“ilil] isset sales,

SOURCE, Fiscal year totals: US. Oftice of Management and Budget, Budget of the US
Government, Fiscal Year 1997, monthly and half-year totals: U.S. Depatment ot the “Tiea-
suy, Monthly Treasi y Stasement of Receipts and Outlays of the 7S, Government.

18 government contributions for
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1.40  FEDERAL DEBT SUBJLCT TO STAT'UTORY LIMITATION
Rillions of dollars, end of month
1994 (9us 1986
Item L [ I
Mar, 31 June 30 L Sept. 30 Dec. 3t M. ¥ Juue 30 Sept, 30 Dee, M M, 3L
— — A S
| Federnl debt outstanding . . ........... . . .. ... 4,602 4,673 4,721 4,827 4,891 4,978 5,001 5017 5,153
2 Public debt seeurities, . oo oo o L 4,576 4,646 4,693 4,800 a4,86: 4,951 4974 4,989 S8
3 Held by publi 3,434 3,443 3,480 3,543 3,610 1,035 1,053 3,084 0@
4 Held by agencies . .. 1,142 1,203 1213 1,257 1,255 1,317 1,321 1,305 na
5 Agency sceutities. 20 28 29 27 27 27 217 28 RI)
6 lleld by publi 26 27 29 27 20 2 21 28 wa
7 Held by agencie [t} 0 0 0 G 0 0 0 na
8 Debt subject to statutory limit. ... L 4,491 4,559 4,608 4,7t 4,778 4,86t 4,888 4,900 5,030
9 Public debt securiti 4,491 4,559 4,605 4,711 4,774 4801 4,885 4,900 5,030
10 Other debt {} 0 4] 4] 0 4 0 4] 0
Mivo
N Statutory debt it .00 0 oo e e 4,900 4,000 4,900 4,900 4,900 4,900 4,900 4,900 5,500
1. Consists of guaranteed debl of LS, Treasury and other federal apencies, specified SOURCE. US, Departmient of the Ticasuty, Monthiy Stetement of the Public Debt of the

partictpition cettificates, notes to international lending organizations, and District of Colum-
bia stadmum bonds.

United States and Dreasury Bullei

.41 GROSS PUBLIC DEBT OF U.S. TREASURY  Types and Ownership
Billions of dolars, end of period
1995 1996
Type and holder 1992 1993 1994 1995 — " ‘{—“_*’
[s% 03 04 L 0l
{ totad gross publicdebt .. .........0 .0 o0 Lo H177.0 4,535.7 4,800.2 4,988.7 4,951.4 4,974.0 H988.7 50178
By type
2 (uterest-beaung, . .. 4,179 4,532.3 4,769.2 49044 49478 4.950.6 4,904.4 5,083 0
3 Murkenble. . 2,754.1 2,989.5 31,1260 3.307.2 3,2526 3,260 5 3,307.2 L4751
4 Bulls 0577 T14.0 7338 700.7 148.3 7425 T00.7 ¥ty
s Notes ... LO0R.Y 1,764.0 1L,867.0 2403 19747 1,080 3 20103 014
[d Bonds . 472.5 4959 Si0.3 521.2 514.7 5226 521.2 S8t
7 Nommarketable 14198 1,5429 1,643.1 16572 1,695.2 1,690 2 1,657 2 1,707.9
8 State and local L,munnunl seLes 154.5 149.5 132.6 104 5 1202 1134 4.5 96.5
9 Foreign 1ssues?. P, 1.4 435 42.8 408 414 41.0 40.8 404
10 Government . e 7.4 435 42.5 408 41.4 4.0 40.8 404
[l Public ... 0 5 0 0 0 0 .0 0
12 Savings bonds and nn\u . 155.0 169.4 177.8 1819 1801 181.2 1819 1830
13 CGaovernnent account sulu' 1,435 1,1500 1,250 8 1,299.6 1,322.0 1,324.3 [,209 6 1,357 /
14 Now-interest-bearing ..o A1 34 3.0 243 3.0 233 243 RER
By holdes N
15 US Treasuty and other federal agencies and tust funds 1,047.8 1,[53.5 1,257.1 1,304.5 (,316.6 1,820.8 i,304.5 1
16 Fedewsl Reserve Banks ... . 2028 1342 74,1 WL 389.0 740 3914
17 Privale investos ... 2,839,9 3,047.4 31680 3,294.9 3,245.0 3,279.5 3,294.9
18 Commercial banks. .. . 294.4 3222 2001 285.0 208.0 289.0 285.0
19 Money market funds ... .. L 79.7 H0.8 67.6 713 58.7 04.2 704
20 Inswance companies ., 197.5 2345 240.1 2520 248.6 250.5 252.0
21 Other companies .. ., 192.5 21170 226.5 2888 277 224.1 2888 fim
22 State and local treaswies™ L 5793 06319 521.4 420.0 470.9 4229 420.0
Individuals
23 Savings bonds ... oo 157.3 1719 180.5 185.0 1826 183.5 185.0
24 Other securities .. 1319 137.9 150.7 162.7 161.6 162 4 1627
25 Forerpn and wtetnational” . . 5497 6230 08%.6 Hot 8 T84.1 B4%.1 R61.8
26 Other miscellaneous investors®™. 657.5 6323 802.5 L 7683 RI2ZK Ri4.K 768 4

1. Includes (not shown separately) securties issued to the Rural Electidication Adnunistra-
tion, depository bonds, tetiiement plan bonds, snd individual setirement bonds.

2. Noumarhetable seties denominated in dollars, and series denominated m foreign car-
weney held by toreigners.,

3. Held almost entirely by U.S. Fieasury and other tedenal agencres and tiast tunds,

4. Data for Federal Reserve Banks and TS, government agencies and toast tunds are actual
holdings; data tor other groups we Tieasuny estimates.

5 Includes state and locat pension funds,

6. In March 1996, in v sedetinition of sexies, fully deteased debt backed by nonmatketable
federal securittes was remaved trom “Othier miscellancous investon” and added to “State and
local tieasunes.” ‘The data shown heie have been revised accordingly.

7. Consists of investments of forcign balances and international accounts in the Umted
States

8. Includes savings and loan associations, nonprofit institwhons, credit umons, mutaat
savings banks, corporate pension tust tunds, deaders and brohers, certam U.S. Teeasay
deposit accounts, and federally sponsored agencies.

Sourct  US, Tieaswy Department, data by type of secuity, Mouthly Statement of the
Pubhic Debr of the Unated States; dat by holder, Treaswry Bulletin.
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142 U.S. GOVERNMENT SECURITIES DEALERS  Transactions'
Midhons ol dotlars, daily averages
1990 1996, week endig
e S - T *4J——‘ - i’*‘\”ﬁ_‘li e B I S —
J Jan beh M fob 28 Mar 6 Ma 13 Mar 20 Muai, 27 Apr 3 Apr 10 Apr 17 Apr. 24
OU LRIGHT TRANS WO F
By Dpe of secunin
L US Deasy bills o0 00 ARN{ES 03,59 36,391 75,024 65,246 58.612 52,050 45,640 10,851 57.295 52,787 50,364
Coupon sectties, by matanly
2 bweyeasanles o0 12, 200! | BRAYA 07,0711 147,302 122,556 139,682 Y4120 81,877 89,934 LOO.8 14 102,533 102,601
3 More than five years REEEAS o700l 40,903 61.941 53,182 02,778 44519 42,142 40,022 41,521 44920 39,363
4 baderal apency o0 L 21947 20,754 17,4847 26,578 27,494 27,651 25,497 28,636 20,832 20,583 30,480 30,338
5 Mostpape backed 3007 40, 768! 42,000 0067 41,005 62,283 15,232 28,483 44,085 47,964 3,797 24,445
By (pe of Cownterpat iy
With mtecdeaier broker
O SO heasuny L 1238512 1X,065 124,458 104,587 147632 152,717 113,332 101,779 111975 t15.801 114,531 112,998
7 Federal agency . ush 1107 671 1949 050 702 621 739 SHG 618 0697 1,046
B Matgage backed 2084 14.663 15,677 10,950 14,124 24,033 13,611 10,526 15954 [RICCRE 12,045 8,139
Wath ot
Y LS Lieasury ROKAY 110,281 X8.907' 120579 105,352 10X, 455 71,357 67 880 KK, K35 ®3,768 85,715 79,331
1 tedoral aeency 26998 25650 206,718 25,719 20,844 26949 25,370 27,897 26,246 19,935 29,783 29,291
1 Mompage backed 00 0 Lo 21474 20,1006 20,331 19,117 20,880 38,250 21,629 17,9506 284,131 33,971 21,753 16,307
FUIURES TRANSACTONS!
My npe of defoverable secunity
12 U8 Dieaswy bibls L. o 45 310 AK7 05 402 S/ 9 410 212 541 302 581
Coupan secutittes, by idatonty
13 bive years on less, 1,52 2,055 [REIN 2,990 2,524 1845 1,385 1216 1,445 1,443 1,031
] Mare than hive yeans . IR R 14,804 17,5066 17,128 18,600 15.054 10,829 10,186 12,728 14,023 10,297
by Pederal ageney o0 0 0 8] Q 0 8] Q 0 Qa 0 0 0
16 Mortgage backed ... e 0 & 0 4} 4] 0 il O 0 0 0
OPTIONS TRANSAC HIUNS
By ope of wndar g securiny
17 US, Treasury bills . . 0 0 il [§] 0 [§] 0 [} G [§] 0 0
Coupon secutities, by atunily
I Bive vens o oss 1.X00) 2,730 2,075 1018 1,262 1381 1914 2,067 2200 1376 1,585 1,408
19 More than five $109 9K 073 3,054 3470 3967 2,360 2,947 Ly 1712 4,609 3,625
200 tederal agency L Co il 1l 0 [§] 0 4] 8] 8] O 4] [§] 0
2 Maotgagec-bicked o0 Lo 360 [PRET 1128 HvY 1. 7.4} 1.600 J 192 459 1,250 1,401 v79 1,116

1o hansactions ae srarhet purchases aid sales of secuities as acpanted (o the Federal
Reserve Bank of New York by the ULS govermment seaunies dealers ons published fist ot
prumary dealers Monthly aserapes we hased ont the nnber of tading davs m the month,
Lransacbons e asstned evenly distibared ameng e tading diss of e aeport sweck
Timedeate, torwand, and futwes Gansactions we wepotted at poncpal sdlue, whicle does sot
mude accrued mterest; opuots lansaciions aie teported at the tace salie ob the underfving
seew s,

Dealers report cunulaby e tansactions Tor cadds week endug Wednesday,

2 Outnght tansactions include innaediate and forwaed tansacions hnpedie dehvery
refees to purchiases on sales ot secunities rothes tun motpage backed lederal ageney secuit-
tesy lor which dehvery s seheduled mnve busimess days o less and “when-issued™
seautes that sette onthe fssue dae of offerug Erasacions fonminediite defis oy ot moggatge
Dacked agency secunties mciude puicliases ane sales for whichdetivery s schieduled sty usiness
days on less Stepped secunitios e eported at market value by niatanty of couporor camuos

Forward tansactions e agreements made e the over-the-cowster market that specify

delayed delivery, Forwmd contacts for US, breasiuy securities and federal agency debt
seeunties ate mneluded wien the tme o defivery s more than five busniess days. Forswind
contiacts o1 moitgage-backed agency secunties ae meluded when the tine 1o delivery s
more than thargy husiness days.

3. futares tansactions we stamdardized agrecinents arcinged arn an eacliarge. Al lutures
transacions ae muhided repadios of nme w dehivery

4 Opuons wasachons wie purchases on sales of put and cald optons, whether artanged on
an organeeed exchange o n die over-the-comtter nuaket, and welude options on taties
contracts on US, Treasury and fedel agency secunties

NOtE " indicates that data ae ot publehed becaose ol imsutlicient activity,

Magar changes w the gepant ot led by prmacy dealers ndueed a break i e dealer data
senes ay of the week ending July 6, 1994,
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.43 U.S. GOVERNMENT SECURITIES DEALERS  Positions and Financing'
Millions ot dollns
1996 1996, week ending
]“']JI - - R B E— E— T T e e e
Jan, L Leh, M. Leb 28 Min 6 Mar 13 Mar. 20 TM:U. 2/ J Apr 3 Apu 1 f;\l”' 17
Positients”
- —_— — ——— e e - -
NILOUIRIGHL PosLHONS?
Iy of secunity
1S, Treasmy tills . . 9,174 8316 20,889 14,082 17,288 21,460 E3,480 17,133 44,820 2L 12,884
Coupon securities, by m.mmly
2 Five years o1 less 21,882 AR 0,296 9,208 8,793 6,004 7,306 4,524 4,387 8,700 691
3 Mote than five years 14,408 14,139 24,377 19,897 18,223 REYGYE) 25,707 20817 20,494 - 3,028 28372
4 lederal ageney ..o PANUR 23424 25,754 24,580 20,197 10,359 FERIN 24,288 24,16 25,082 23,995
5 Mustgage-backed IR, 162 40,161 Jo8Y7 40,484 19,404 37,792 38,474 35,01 11,979 3,757 13,353
NIU FUTURES POSEIONY!
II)' npe of delrverabile seci ity
6 LS Ticasury bills e 2,18 2,582 2842 2,054 1418 2,106 3,929 3050 §,298 2,020 2,085
(uupnn secutities, by ||mlun\)
7 Fave years on less .. 1541 58/ G213 1,327 551 12010 460 420 346 1419 1,222
8 Mote than five years . 12,781 9,037 4,361 3,348 0,594 2,425 4,030 4,228 - 5,215 1,402 1418
9 Federal agency .. 0 4] 0 QO 0 0 ¢} O il 4} [l
10 Maortgage-hacked 0 0 0 [¢] 0 0 O O 0 4] 4]
NEE OPPIONS POSTIIONS
My nvpe of deliverable secur ity
TE LS, Teasuty bills oo oL 0 f] 0 0 0 0 { Q0 0 0 Q0
Coupon seeurities, by um(m((y
12 Five yewss orless . o0 0 o 911 5 1,381 1,403 88/ 613 1,100 2,452 2,257 1,720 1,790
4 Mowe than bive yews | 1ARE 27106 7 Stvd 759 1,562 1.87% 1016 2377 1,946 572
14 Federal ageney 0 4 [§] [¢] 0 0 o 0 4] 4] 4]
15 Morlpage-backed Gi8 3,052 4,949 5191 4,018 5,614 5,403 5,136 3,662 4,806 L2175
N ) DU A I S PSS B
Financing®
Reverse vepardchase agrecements N N N T B - r— 17 o )
16 Overmight and continumy 25K, 137 204,519 258,180 255,186 264,678 264904 262,954 246,224 249,234 273405 204,387
I'7 Tam . o oo o e 405, /68 4247730 435,402 406,947 7,073 434,536 450,306 454, /66 425,695 445,217 75 400
Securities borrenved
18 ()vcml;,lll andd L{llllllllllnp 171,848 166,781 172,347 169,882 176,708 171,763 176,291 164981 10:1,068 170,460 166,267
19 Teim . §9.920 63,0051 60,212 05,419 63,609 66,423 66,505 66,157 65,146 04,405 7,651
Securities 1ecenved as pledge
20 ()vunu,hl umd (Ulllllllllﬂ)' 504 1.878 4477 2,044 2,030 5,088 60067 ARRI 1910 ARYY) 3,942
20 Fam S3 120 65 St 60 090 Si Rt 92 AR b
Repunchase agreements
()vumghl and contintung 553,719 562,396 557,094 552,011 565,241 576,144 965,950 519437 562,672 594,004 600,073
Teim .. 368819 1R7.0514 393 406 160,235 155,913 398,797 403,228 421272 V4230 377,959 3928
Secwittien loaned
24 Overmght and continung 2,566 4714 5,202 5,183 5,315 54249 3400 4815 4,909 RS2 4,592
25 Tenm oo oo e 1578 2,409 2,302 2,509 2,552 2470 2,174 2,327 2270 0 I,
Secu tties pledged
26 Overnight and u)lll\ll\lmy ,,,,,, A, /09 34,230 40936 34,748 38,6/7 39,007 42,694 45,136 36,223 36,552 38,543
27 term . oL 0 L 5,597 1,230 8,343 K39 B35 7,042 8,206 9,180 8,148 8,088 8,817
Collateralized toans
28 Oventight and wlllm\unL 0L . It i 1., na . . i, na na,
29 e . D, 1L, na, N, N na. i i, Lt L., L
A lokal 11606 L4667 12,076 13,054 11,062 10,210 L1, 00 12,901 14,588 [N LS, 108
MIMO; Matched book®
Securttes
3 Overnight and continuing ..o 264,459 254184 239,222 239,549 239,209 241,556 244,345 228,805 244202 2534717 248,180
Wlem . 404,401 426,185 434,020 409,045 404,360 442,808 4454058 A 794 424,358 438,212 478200
Securittes aut
13 ()vullu.hl and u)lllulum)r e LRE R 138 134,340 328,321 2477 324,965 331,758 3397704 310,201 339,129 364,716 159,919
4 lenm.. L e e e 318,147 334,480 138,006 HLAL2 30,521 341,791 344,393 363,719 323,134 324,955 349,158

1. Data fou posttions and linanemg we obtuned from aeports submitted to the Federal
Reserve Rank of New Yok by the U S povernment seeudies deatets o ts published list ot
primary dealers, Weekly fipaies ae close-ol-business Wednesday data, Positions for calendar
days of the report week e assumed 1o be constant. Monthly aveiages we based on the
number ol calendar days m the ionth,

2. Secmities positions ae jeported at market value

3. Net outright positions miclude nomediate and forwind positions. Net mmediake post-
ttons inciude securities puehised or sold (other than mongage-backed agency secarities) that
have been delivered or e seheduled o be deliveted in ive business days or less and
*when-issued™ securities that settle on the issue date of oftermg. Net immediate positions ton
mottgage backed agency sccwities inchude seeunties puchased or sobd that have been
dehvered o1 are scheduled to be delivered fn thity business days or fess.

Forward positions tefleet agreements made in the over-the-counter market that speaty
delayed delivery, Forwind contticts for US, Tieasiey secwities and federal agency debt
seemities are included when the time to delivery iy more than ve business days. Forwad
contracts for mortgage-hacked agency securitios aie meluded when the tune to dehvery is
mote than thitly business days

4 Pututes positons reffect standardized agreements arnged on ait exchiange. All tutares
positions e meluded regardless of te 1o dehvery

§ Overnight fmancing 1efers 1o agreenients made on one business day that smature on the
next business day: continuing contracts aie agectnents that rensain o eltect tor more than one
busiiess day but have no speciic matunty and can be termated without advance notice by
either party: term agieenents have a lised iatunty of more than one busioess day. Faaneng
data e 1epotted in teans of actual fands pasd or recerved, meluding, acerued mterest,

6. Matched-book datietlect inancral mtermediation activity in winch the bortowing and
lending transactions are matehed. Matched-hook data e included in the financing break
downs given above, The reverse repwehiase wwl 1epurchase numbers ae not always eyual

because ot the “matching” of secunties of different values or ditferent types ol collateraliza
tiot.
NOTE " indicates that dita are not publishied because of insuflicient acuvity.

Major changes in the report form tiled by primany dealers induced a break athe dealer data
senies as of the week ending July 6, 1994,
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.
44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES  Debt Qutstanding
Millions of dollars, end of period
1995 1996
Agency 1992 1993 1994 1995
L- Oct. Nov, Dec. Jan, Tieh.
I Federal and federally sponsored agenctes. ... 0L 483,970 S70,7H 738928 na. na i Lt n.a. i
2 Federal agencies ., 41,829 45,193 39,186 37,347 38,237 w207 47,347 37,273 AL,086
3 Delense l)q).ul(mnl 7 6 0 0 6 0 0 i} 4]
4 Expart-linpout Hauk?” 1208 3,31¢ 3,455 2,050 2,512 2,512 2,050 2,050 2,050
5 Tedaat Tousing Adminstanon® 374 255 110 97 L 93 97 31 35
6 Government N‘llmxml Mottgage Assnuun(m umlluuu of
partic ) it . . . i . nat. i, i
7 Postal Seview 113,660 9,732 ],073 5,765 7,205 7,265 5,765 5,765 300
X Tennessee Valley Authorty . 24,580 29,885 27,536 29,429 28,360 29,341 209429 29421 29,595
9 Laited States Raldway z\sSUlell(lll niL, 1., na, n.a. 1A, na, n. it na
(0 pederally sponsoted l\yu\uu) ............................. 442,141 523,452 699,742 807,204 778,802 791,660 817,204 799,547 RO, 398
1 I-ederal Home Loan Banks . 114,733 139,512 205,817 243,194 234,192 234,011 243,194 234,664 233,404
12 Pederal Home Loan Mortgage C Ul]thlllUll Ce 29,031 49,993 93,279 119,961 115,626 115,603 119,961 120,808 123,777
13 Federal National Mortgage Assocnton 166,300 200,112 257,230 299,174 280,582 289,708 299,174 297,657 304,159
t 0 Baom Credit Banhs® o000 51,910 53,123 53,175 57,379 56,529 56,694 57,3719 58,659 57,536
15 Swudent Loan Marheting 1\\~<)u.\|mn 39,650 39,784 50,338 47,529 51,906 50,525 47,529 47,673 49,495
L6 Financing Corpolation 8,170 8,170 8,170 8,170 R170 K170 K170 X170 8,170
17 Fan Credit Financial Am\l ice ( mpumlmn 1,261 1,261 1,201 1,261 1261 1,201 1,261 1,261 1,261
18 Resolution Fundig Corporatton™ 0oL 20,996 29,006 20,994 20,904 29,006 20,9u6 29,996 20,996 29,906
Mt MO |
19 Federal Financing Bank debt! 154,994 128,187 103817 78681 82,622 H1,693 78,681 78,512 68,037
Fending 1o federal u(u federally \INVN\UIM[ agene ey
20 Bxport- Impml HBank 1,202 5,309 3449 2044 2506 2,500 2,044 2,044 2,044
21 postal Service® . . 10,440 9,732 K073 5,765 1,205 1,268 5,765 5,765 30
22 Niudent Loan Malkunm /\\wuulmn Lo 1790 4,700 ha na na na i, n, il
23 Tennessee Valley Authouty. . oo 6,975 6,325 3,200 3,200 3,200 3,200 3,200 3,200 ik,
24 Unted States Railway Assmmmm ni, i, LK .. . 1, n.i. i, na.
Other 1¢'rzrlif1,u
25 Farmers Home Admunstiation, 42,979 38,6019 33719 21,015 20,210 21,018 21,015 21,018 21,018
20 Rutal Blectetlication Admitistiation L .., 18,172 17,578 17,392 17,144 17,045 17,141 17,144 17,026 17,040
27 OIMCE. o e G4 430 Lnﬁ,xly‘ 37,984 29503 20,396 3,566 29511 29,402 27,638

I, Consists ol morgages assuined by the Defense Depatiment between 1957 and 1963
under family honsing and homeowners assistanee programs,
2. Includes particrpation centtficates reelassified as debt begmaing Oct. 1, 1970,

3 On-budges sinee Sepr, 30, 1976,

10. The Financmg Cotparation, established 1n August 1987 1o recapitalize the Federal
Savings and Loan Inswance Corporation, undettook its tust hotawing, in Octobey 1987

The Farm Credit Financial Assistance Corporation, established i Janway 1988 10
provide assistance 10 the Fnm Credit Systeny, undettook a1s first horsowing in July 1988,

4. Consists of debentures issued mpayment ot Federal Housing Admnstration isunance
claims. Once issoed, these securitios may be sold puvately on the securities maeket.

S, Cettibicates ol pacticipation issued belore fiscal year 1969 by the Gavepnment National
Maongiage Associion acing as ustee tor the Fanmers Home Administeastion, the Depatinent
ol Heabih, Education, and Weltare, the Depatment of THousing and Urban Developinent, the
Sall Business Adminstration, and the Veterans Admiusteation,

6, Oft-budget

7. Includes outstandimg noncontingent abilities: notes, bonds, and debentures, Includes
Federal Agriculiaval Mortgage Corpomation; therelore detarls do not sum 1o 1atal, Some data
e estitated,

8. Lixcludes bonowing by the arm Credil Financial Assistance: Cotporation, which is
shown on be 17,

9. Betore late 1982, the association obtimed fianeing thiongh the Federal Fiancing Bank
(FE13). Bonowiny excludes that obtamed Trom e FEB, wineh s shown on hoe 22,

The Resolution Funding Corporation, established by the Financial Institutions Retowm,
Recuvery, and Entorcement Act ot 1989, undestook its st bonowing i Ocviober 1989,

The FEB. whieh began operations i 1974, 15 anthotized to putchase o sell obligations
issued, sold, or guayanteed by other federal agencies. Beaatise FEB meurs debt solely Jor e
pripose of fending to other agencies, its debt is notineluded in the mdin portion of the able to
avord double vounimg,

14 Includes FEB putchases ot agency assets und guananteed loans; the latter we loans
gaananieed by numerous agencies, with the amounts gumatteed by any one agency generally
being small. The Fanners Home Administuation entiy consists exclusively ol agency assets,
wheteas the Rutal Electtification: Administration entiy consssts ot both agency assets and
guatanteed loans,
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1.45 NEW SECURITY ISSUES  Tax-Exempt State and Local Governments

Millions of dollars

1995 (996
Type of (l.l‘,\\(lﬁgm tssuet, {994 1994 1995 - PN A [
J Sept. Oct Nov Dee Jant leh, Mu. Apl.
- T T T T T IR R A B R
I All issues, new and rt-l'un(ling' S Lo 279,945 153,950 143,101 9,750 13,898 16,839 16,978 11,545 11,598 15,244 13,199
By type of issue
2 General obligation . P I 90,599 | Sda04 | 55,737 3,482 6,184 6,194 5,489 6,074 2,003 4,846 5,083
P Revenue .. . .. L oL L B 189,316 99,546 ¥6,555 0,268 1714 (0,645 11,489 5471 9,535 10,398 816
By type of issuer
4 State .. IR . S e PRI 27,999 19,186 14218 1,510 1,825 1,49] 051 1,630 0695 904 226
5 Specal distdct or statutory anthoty™ .. C 178,714 95,896 9),419 5,807 8,155 10,736 11,678 7,052 1820 10,141 9,571
6 Municipality, county, vr townsiup .. Lo 73,232 38,808 16,658 2,433 3018 4,612 44,340 28613 3,083 4,199 2,702
7 Issues for new capital . e e 91,434 [ 105972 94,412 6,095 7,868 11,415 (1,070 0,517 0,383 10,621 9,487
By use of proceeds
§ Bducation ... S N T S| 20267 | 24926 | 1474 1,785 ERY 2,908 2,065 2,226 1,847 2,142
9 Trasspodation ., . . e 9,167 10,836 11,887 447 Y67 1,469 L1718 571 359 1,417 082
1O Unlities and conservation PN . 12,014 10,192 9,618 569 1,780 554 1,664 439 582 892 592
1) Secial weltme e . 13,837 20,289 18,612 1,140 1716 2,177 1,614 DENS 904 2,715 1,669
12 Industial aid . . . . 6,862 8,101 0,560 0654 227 050 1,325 322 (1) 785 751
13 Other putposes ..o 0 0 oo . RENPA] 15,2277 20,318 1,811 1993 3,188 2,41 2,183 2202 2905 3,051
L. Par amounts of fong team issues based on date of sale, SOURCE  Secunties  Pata - Company  begimung Janway 1993, Javestment
2 Includes school distiicts, Dealer’s Digest betore then,
146 NEW SECURITY [SSULS  ULS. Corporations
Millions of dollars
1995 L6
Type ol issue, ofternng, ¥ " Jp— —_— _ _ [ — — S
o1 Tt 1993 1994 1995 — r
Aug. Sept. Oct. Nowv. Det Jan. Lieh! M.
1 Al issues' L] 7e9,088 | 583,240 na 50,163 57,262 52,112 55,849 40,149 47,094 00,485 54,239
2 Bouds® .. .o L L R 646,634 498,039 i 43,901 49,908 43,452 47,508 34,019 42,34¥ 51,330 47,071
By type of offering
4 Public, domestic . A8 7,029 165,222 408,806 34,490 43,137 16,692 3,446 42,219 33,582 44,904 40,42/
4 Piivate placement, domestic! e 121,226 76,005 n.i. n, 1.4 [ i a. na. 18, i
5 Soldabtoad . ... R 18,879 56,755 16,910 9,421 6,708 6,760 4232 2.399 8,761 0,420 6,744
By mdushy group
6 Manutactwring ... PN 88,160 43,423 42,950 4,082 3,2K4 3,30/ 4,017 1,205 3,799 2410 3210
7 Commerciad and miscellancous . .., 58,594 40,735 RYRRY] 2,480 2,607 3532 4,178 3009 2,151 2,601 3,852
& Transpottation .......... A 10816 6,807 5727 (X} 908 [R7 225 1.240 664 354 57
9 Public utility ....... . N 50,340 13,322 11,974 [{1] alt 1,241 485 085 1821 55 678
10 Comununacation . . ..o L. 11,950 13,340 18,158 1,240 2,829 2,389 3,343 048 748 2081 LR73
11 Real estate and (mancial . .. .. .. ... 4008200 | 380350 | 369,769 15,135 19,165 12,706 15,330 25,742 33,2000 42.25% $7.401
12 Stocks” ... S . 122,454 85,155 na 6,252 7,457 8,660 7,781 5530 4,751° 9,155 7,168
By type of offering
13 Public prefened. ... . ..o . 18,897 12,570 10,964 1,261 1,035 2,210 R0 2307 967
14 Common ....... P e 82,057 47,828 57,809 5,005 6,322 5,571 4.040 2,584 0,201
15 Private placement” . e 20,900 24,800 na. 1t na. 1L it na.
By industry group
16 Manutactuing ... . ... 221 17,798 na. 2,383 1815 2,208 081 a06 1,452 1,896
17 Commicra lancous 25,101 15,713 il 1,541 2801 4,628 3,274 2632 2,404 2,150 1518
I8 Tiansportation ........... 2,237 2,203 87 12 W 97 156 38 141 272
19 Public utdity .. .. 74050 2,214 9] 190 o 36 322 115 K00 319
20 Communication . .. e e . 1439 494 0 47 0 0 0 200 102 %]
21 Real estate and fimnciad. .o oo 61,004 46,733 2,273 1,008 2,118 2,166 1739 1,588 3,714 1,130
{. Figures represent grons proceeds of issues matwing w more than oue yen; they me the 2. Monthly data caver only public otfevings,
puncipal amount or number of units caleulated by muluptying by the oftering price. Figures 3. Monthly data e not avatlable.
exclude seconday oftermgs, enployee stock plans, fuvesttment conpanies other thau closed- SOURCE. Begmning July 1994, Secimities Data Company and the Board of Governors of
end, muacoiporate tansachions, cquities sold abroad, and Yaukee honds, Stock data include the Pederal Reseive Systenn.

ownership securities issued by bnuted partnesships,
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.47  OPEN END INVESTMENT COMPANIES  Net Sales and Assets!

Milhons ol dollms

[tem

Sales of own shares

R«\Ivllljm:m\ ot own shines
Net sates

i
Assets

o

Cash?
Othey

-

1991

B41.286

6Y9R23
IR IRUIR

1,556,490

111,290
HERON DA

[yus

R76,418

599,497
V918

2,067,337

LRS72
1765

72,113

ST7,610
14503

1,908,525

1271748
1781352

199

Sept (98]

72,730

50,174
16,550

1,962,817 1,963,496

127446 133,053
1.833,371 1829843

70,499
52,727
17,172

2,032,958

189
1RO 470

Dec

94,719

67915
20,174

2,067,337

102,54
1.4 708

f—— e - —

112,332

75,304
36,978

2,143,185

[RIUNYM
JOURRIE

1996

Ieh,

90,370

60,198
20972

2,181,711

1520
1087, 101

93,856

05,748
28,108

2,243,275

142,607
2064820

o Date o sates and redemptions exclude money marhel owgoal fuads but aocdude
himued-taatunty monmcpal bowd funds Dt onassel posttions exclude both maoney naeket
il tunds and fnmted matenty muneipal hond Tuody

)

Inclides seinvestment of net nicome dividends, Excludes remvestinent of capital gains

distrbutons and shuge tsstie ol conversions frem one Land 1o another e the sanie proup
3o bacludes sales and sedempons restiung rom taslers of shares mio o1 out of money
mathet mutnal funds sathim the same fund fanly

148 CORPORATE PROFITS AND THEIR DISTRIBUTHON

Bilions of dotlins, guarterty data al seasonally adjusted annwal rates

4 Market value atend ol penod, less cutrent habilities
S0 lcdudes alb TS Frewsuty secuities dnd otber siotg e debt secuanties
SOURCE Tuvestment Company nstiute Data hased onreparts of mieinbersiup, which
comprises substantiadly all open end mvestinent companies egistercd with the Seeurttes and
Iaehange Commnssion Data refiect underswntings ot newly fogmed companies atier the
nntial vllenng of secuities

Necomnt

boProhts sath mventony vatnanon and
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1.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities'
Billions of dollars, end of period; not seasonally adjusted
1994 1995
Account 1993 1994 1995
Q2 Q3 Q4 Qi Q2 Q3 Q4
ASSETS
1 Accounts receivable, gross> ... ..................... 482.8 551.0 614.6 511.3 524.1 551.0 568.5 586.9 594.7 614.6
2 Consumer 116.5 134.8 152.0 124.3 130.3 134.8 135.8 141.7 146.2 1520
3  Business... 294.6 337.6 375.9 3132 3472 3376 3519 3618 362.4 3759
4 Realestate ...............cocoiniiiiiniaiini.., 7.7 78.5 86.6 738 76.6 78.5 80.8 834 86.1 86.6
5 LESS: Reserves for uneamned income........ RN 50.7 55.0 63.2 519 Shi 55.0 589 62.1 61.2 63.2
6 Reserves forfosses................ooiivinen. 11.2 124 14.1 12.1 12.1 124 129 13.7 13.8 i4.1
7 Accounts receivable, net................ oLl 420.9 483.5 537.3 447.3 460.9 483.5 496.7 St 519.7 537.3
B Allother....... ... 170.9 1834 210.7" 174.6 177.2 1834 194.6 198.1 198.1 210.7
9 Totalassets .............cocvvviviiiinienninn.., 591.8 666.9 748.0" 621.9 638.1 666.9 691.4 709.2 717.8 748.0
LIABILITIES AND CAPITAL
10 Bank loans..... 25.3 212 23.1 233 216 21.2 210 218 218 23.1
11 Commercial pape 159.2 184.6 184.5 1712 171.0 184.6 1813 181.3 178.0 184.5
Debt
12O0wedtoparent ..........cooovninvnon i, 42.7 51.0 623 44.7 50.0 51.0 52.5 575 59.0 62.3
13 Not elsewhere classified . 206.0 235.0 284.7 2196 228.2 2350 254.4 264.4 272.1 284.7
14 All other liabilities. ................ 87.4 99.5 106.2" 89.9 95.0 99.5 102.5 102.1 1024 106.2°
15 Capital, surplus, and undivided profits 714 757 872 732 723 75.7 797 825 844 87.2
16 Total liabilities and capital........................ 591.8 666.9 748.07 6219 638.1 666.9 6914 709.2 7178 748.0"
Includes finance diaries of bank holding P but not of retail 2. Before deduction for unearned income and losses.
and banks. Data are amounts camed on the balance sheets of finance companies; securitized
pools are not shown, as they are not on the books.
1.52 DOMESTIC FINANCE COMPANIES Consumer, Real Estate, and Business Credit’
Millions of dollars, amounts outstanding, end of period
1995 1996"
Type of credit 1993 1994 1995
Oct. Nov. Dec. Jan. Feb. Mar.
Seasonally adjusted
PTotal . .ooo e 545,533 614,784 690,191 682,627 687,187 690,191 696,836 702,118 704,055
2 CONSUMET. ...\ ettt 160,349 176,198 198,860 194,620 197,303 198,860 199,872 202,243 202,913
3 Real estate . 71,965 78,770 86,944 87,266 87,699 86,944 88,074 88,001 80,523
4 BUSIIESS. ... 313,219 359.816 404,387 400,741 402,185 404,387 408,889 411,874 411,619
Not seasonally adjusted
STotal. ... e 550,751 620,975 697,340 681,965 687,944 697,340 697,312 700,927 707,074
6 COMSUMET. . .......iiiiiiiit it iieinnanns 162,770 l78 999 202,101 194,931 198,072 202,101 201,774 202,108 203,626
7  Motor vehicles. .. 56,057 70,061 70,816 68,167 0,061 71,420 73,312 73,418
8  Other consumer® . ........ 60,396 73 221 81,988 77.865 78,926 81,988 81,186 81,214 79.779
9 Securitized motor vehicles®, 36,024 31,897 33,633 30,096 34,394 33,633 32,128 30,364 31,093
10 Secnnnz;d other consumer 10,293 12,272 16,419 16,154 16,585 16,419 7. 17,218 19,336
11 Realestate® ............. Nn.727 78,479 86,606 87,471 87,672 86,606 88,495 88,520 89,056
12 Business....... 316,254 363,497 408,633 399,563 402,200 408,633 407,043 410,299 414,392
13 Motor vehicles 95,173 118,197 133,277 129,216 129,708 133,277 132,062 132,153 134,098
4 Retail® . ... 18,091 21,514 25304 257152 24.564 .3 5.906 26,591 27,140
15 Wholesale® 31,148 35,037 36427 32,209 33,519 36,427 34,198 33,386 33910
16 Leasing 45934 61,646 71,546 71,255 71,625 71,546 71,958 72,176 73,048
17 Equipment 145452 157,953 177,297 172,657 173,183 177.297 175,984 175,812 176,941
18 etail . . . & 35,513 39,680 48,843 43,697 44,194 48,843 48,737 48,660 48,696
19 Wholesale®. 8,001 9,678 10,266 11,581 10,889 10,266 9,260 8914 9,213
20 Leasing. ... 101,938 108,595 118,188 117,379 118,100 118,188 117,987 118,238 119,032
21 Other business’ ........ 53,997 61,495 65,363 66,238 66,678 65,363 ,643 68,070 9,976
22 Securitized business assets’ 21,632 25,852 32,696 31,452 32,631 32,696 32,354 34,264 33,377
23 Retail .............. 2,869 4,494 4,723 4,586 4,974 4,723 4,467 4,252 4,067
24 Wholesale. . 10,584 14,826 21,327 20,390 21,208 21,327 21,130 23,460 22,622
25 Teasing ... i 8,179 6,532 6,646 6,476 6,449 6,646 6,757 6,552 6,688
1. Includes finance bsidiaries of bank holding p but not of retail 4.0 ding bal of pools upon which securities have been issued; these balances

and banks. Data are before deductions for unearned income and losses. Data in this table also
appear in the Board's G.20 (422) monthly statistical release. For ordering address, see inside

front cover.

2. Includes all loans secured by liens on any type of real estate, for example, first and junior
mortgages and home equity loans.
3. Includes personal cash loans, mobile home loans, and |oans to purchase other types of
and

are no longer carried on the balance sheels of the loan originator.
5. Passenger car fleets and | land vehicles for which i
6. Credit arising from facturers and dealers, that is, floor plan
financing.
7. Includes loans on receivable, factored commercial accounts, and
recelvable dealer capital; small loans used primarily for business or farm purposes; and

q

PRy

consumer goods such as appliances, apparel, general h n

le and lease paper for mobile homes, campers, and travel wailers.
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1.53 MORTGAGE MARKETS Mortgages on New Homes
Millions of dollars except as noted
1995 1996
ltem 1993 1994 1995
Oct. Nov. Dec. Jan. Feb. Mar. Apr.
Terms and yields in primary and secondary markets
PRIMARY MARKETS
Terms!
1 Purchase price (thousands of dollarsy. . ... oo . 163.1 170.4 1758 174.3 178.6 181.7 179.2 181.7 (K45~ 175.2
2 Amount of loan (thousands of dollars). ............... 123.0 130.8 1345 133.0 136.4 140.9 135.8 1432 141.5 1332
3 Loan-to-price ratio (pereent). ... ... 780 78.8 78.6 77.8 789 79.1 771.3 K0.3 778 8.4
4 Maturity (years) 26.1 275 277 20.6 277 27.6 27.7 278 264 271
5 Fees and charges tpercent ol loan amoun 1.30 1.29 1.2% 111 122 1.21 107 1.24 1.30 117
Yield (percent per
6 Contract rate' .. 7.03 7.26 7.65 7.39 7.27 7.20 7.15 7.00 7.25 7.57
7 Effective rue' 7.24 7.47 7.85 7.58 7.46 7.40 7.32 7.20 7.49 7.76
8 Contract rate (“UI) \ulus) 7.37 8.58 8.05 7.62 746 7.30 7.23 7.56 7.97 8.22
SECONDARY MARKETS
Yield (percent per year)
9 FIHA mortgages (Sulmn 203y 746 8.68 818 7.61 7.51 7.52 7.0 7.57 8.09 8.52
10 GNMA seeurities” oo o 6.65 7.90 7.57 7.0 7.01 6.82 6.71 6.85 7.40 7.63
Activity in secondary nirkets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Morigage holdings (end of periad)
1 Tota 190.861 246.234 249928 255,619 257,970 263.809
12 - FHA/VA insured 23457 28.765 28,901 28,622 28.502 29,132
13 Convenitonal ..o 167,004 194,499 234749 217469 221.027 224749 226997 229,468 234,677
14 Morngage transactions purchased during period) ... L 92037 62.389 56.598 7443 6.148 6,243 4810 537N 5.339
Mortgage commitments (during period)
15 Bssued’ o 92,537 56.002 6.732 6,038 4.765 5.750 7013 0293 5.590
TG Tosell™ o 5.097 3ot 0 10 ] 3 0 29 1]
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgage holdings {end of ,u'l'izu/l“
17 Tota 55012 72693 107424 Y49.758 102,997 107424 [ARNER] 114,793 17420 119,520
18 FHA/VA insu 324 276 267 276 271 267 226 223 220 216
19 Conveational 54691 72416 107157 99,482 102,726 107157 10917 114.570 117.200 119304
Mortgage transactions (during period)
20 Purchases 229,242 124.697 98,470 11092 9989 13,108 13357 10.891 11,984 12,740
21 Sales. . 208,723 117110 83877 9,856 9011 18712 11624 9.733 11.384 11,958
22 Mortgage commitments contracted (during period)” 274,599 136,007 118,659 10388 11.339 14.609 12,763 10,378 14.520 13.009

1. Weighted averages based on sample surveys of mortgages originated by miajor institu-
tionat tender wroups for purchase of newldy built homes: compiled by the Federal Housing
Finzmcc Board in cooperanton with the Federal Deposit Insurance Corporation,

nctudes all fees. commissions, discounts. and “points™ paid (by the borrower or the
'»Lllu) o oblain a foan,

3. Average effective interest rate on toans closed tor purchase of newly buili homes,
assuming prepayment at the end of ten years.

4. Average contract rate on new commitments for conventional first mor from U.S.
Departntent of Housing and Urban Development (HUD). Based on transactions on the first
day of the subscquent month,

5. Average gross yield on thirty-year, minrimum-downpayment first morigages insured
by the Federal Housing Administration (FHA) for immediate delivery in the private
sccondary market. Based on transactions on first day of subsequent month.

. Average net yiclds 10 investors on Jully moditicd pass-through sccurities backed by
mmlg.nux and guaranteed by the Government National Monmﬂc Association (GNMA).
wning prepayment in twelve years on pools of thiny-year morigages insured by the
Federal Housing Administration or guaranteed by the Departiment of Veterans Af

7. Does not anclude standby commitments issued, but includes standby wmmnmulls
converted.

8. Includes participation joans as well as whole loans,

9. Includes conventional and government-underwritten loans, The Federal Home Loan
Mortgage Corporation’s mortgage commitmients and mortgage transactions include activity
under mortgage securitics swap programs. whereas the corresponding data for FNMA
exclude swap activity.




1.54  MORTGAGH DEBT OUTSTANDING'

Millions of dollus, cud of period

Real Estute A35

1994 1995
Type of holder and property 1992 1993 1994 T———‘—A
[4X3 Q1 Q2 Q3 Q4"
t A helders. ... 0 L e 4,092,984 4,268,919 4,475,242 4,475,242 4,516,816 4,584,661 4,668,895 4,724,070
By type of property
2 One- to Tour- Luully LESIACTICES 3,037,408 3,227,633 332,165 3,432,108 3,460,020 3,524,474 3,591,013 3,040,009
1 Multifamily . 274,234 270,796 275,304 275,304 276,398 280,39n 284,247 289,187
4 Conmnercial 700,604 689,296 684,803 084,803 690,988 695,947 T, 710,498
S lam .o 80,738 81,194 82,971 82,971 83,403 83,850 84, 4)() £4,202
By type of holder
G Md]m financial mslllulmn\ .................... 1,769,187 1,767,835 [,815,810 1LRISRIO 1,841,815 | 808,175 1,805,285 1,001,935
7 Commercial banks’ . 894,513 940,444 1,004,280 1,00:4,2¥0 1,024,854 1,053,048 1,072,780 1,080,320
8 One  to four-tamily 507,780 556,53% 611,697 011,697 025,378 648,705 662,126 065,044
4 Multitamily. .. ... 38,124 38,635 K6 3,016 30,746 40,591 43,003 43,522
10 Commercial . 328,820 324,409 33100 331,100 330,795 340,176 343,820 147927
Lt [E110)) EPRR 19,882 20,862 22,567 22,507 22,936 23,578 23,824 23,827
12 Savings msmu(lom . 627,972 598,330 590,199 596,199 [ ax 599,745 604,614 002,855
13 One- 1o ton-fanuly 480,622 469,959 417499 477,499 183,025 482,005 489,150 488,234
14 Multitamity., . . 69,791 67,362 64,400 64,400 63,778 04,404 63,569 624N
15 Commerctal . N 08,235 060,704 34,011 S4,011 54,085 53,054 51,604 52,160
16 Farwooooo oo 324 305 289 289 288 282 204 200
17 late mswance compa lnlu 240,702 229,061 215,332 215,382 215,184 215,382 217.8Y2 218,759
18 One- to {om-family 11,441 9,458 7910 7910 7,892 701t 8,006 ¥,038
19 Multitamily., . . .. . 21770 25814 24,306 24,306 24,250 24,00 24,601 24,700
20 Commereia) 198,269 184,305 173,539 173,539 174,142 173,565 175,643 176,353
21 faem oo L 9,222 9,484 9,577 Y877 9,900 9,596 9,643 9,668
22 Ledeal and reled agencies 0 L0 oo 286,203 328,598 123,491 323,491 119,770 115,208 314,358 310,408
23 Government Nationa) Moslgage Assml.\llun 30 22 O 6 15 7 2 2
24 One- 10 fow-fami . 30 15 6 [ IN] 7 2 ?
25 Multfanuly. ... .. U] 7 0 0 0 4] 0 0
26 Famers Home A(llnunslmllnn 41,695 41,386 41,781 41,781 41,857 41917 41,858 41,791
27 One- to towr-fanily 16912 15,303 13,820 13,8206 13,507 13217 12914 12,643
28 Multitamily. . 10,575 10,940 11,319 11,319 10418 11,512 11,557 L1617
29 Commercial . 5,158 5,400 5,670 5,070 5,807 3.949 6,096 6,248
0 Fatm ..o . 9,050 9739 10,966 10,966 11,124 11,239 11,291 11,282
1 Pedenal Housing dfl(, \’( s Adnmnslmnous . 12,581 12,215 10,964 10,904 10,890 10,098 9,545 9,497
32 Oae- to tour-tatily 5,153 5,36:4 4,753 4,753 4,718 4 R38R 4918 4,867
R Multifanuly, . 1,428 6,851 6,211 0,211 06,175 5,260 4,617 4,629
14 Resolution Tiust € nlpnm(unl . 32,045 17,284 10,428 10,428 9,342 6,456 4,889 1,700
5 One- 1o tour family | 12,960 7,201 5,200 5,200 4,755 2,870 2,299 6l
30 Multitamily 9,621 5,327 2,859 2,859 2,494 1,940 1,420 518
17 Conuercial 9,464 4,754 2,368 2,469 2402 1,045 [BEY) 424
38 Iaum s 4 0 4] 4] 0 [¢] 0 0
19 Federal Deposit nsurance € Ulpnmllnn. . 0 14,112 7,821 7821 6,730 6,039 5,015 4,303
40 One- to tow-taoudy o000 . 3} 2,367 1,044 {44 840 ™ 618 492
41 Multifumily . 0 1,420 1,595 1,595 1310 1,135 722 428
42 Commercial . v 10,319 5,171 5477 4,580 EREA 3,674 5,383
43 Fatm ... 0 0 0 ] 0 0 i} ]
44 Federal N‘mmml Munplm Z\\smmlmll . 137,584 166,642 178,059 178,059 177615 178,402 182,229 184,782
45 One- o fout-tamily . . 124,016 151,310 {62,160 162,160 101,780 162,674 166,391 108,122
46 Multtamity. ... .. 13,508 15,432 15,899 15,899 15,835 15,788 15,840 15,660
47 Federal Tand Banks 28,664 28,460 28,555 28,555 28,065 28,005 28,15) 28,19
48 One  to four family . 1,687 1,675 1,671 1,671 1,651 1,648 1,656 1,652
49 baem oo 20,977 26,785 26,885 26,885 26414 20,357 20,495 20,367
50 Federal Home Loan Mortgage € mpm.mun .. 33,665 48,476 45,870 45 876 45,256 44,224 42,6/8 41,315
51 One- Lo tout-tanitly 0.0, e s . 31,082 45,929 3040 43 (d6 42,122 40,063 30,244 37,463
52 Multitamily. ... .00 oo 2,633 2,547 2,830 2,830 3,134 1,261 3,444 3,852
53 Mangage pools or trusts” e e e e 1,434,264 1,563,453 1,710,209 1,716,200 1,731,272 1,759314 1,797,162 1,849,040
34 Goversment National NIHHL,AI:,L A 419506 414,066 430,934 450,934 454,401 457, 11 464,654 472,208
35 One- o four-family | 410,675 404,804 441,198 441,198 444,632 440,855 453,114 461,453
50 Multitamily. .. .. ... . B.RH 9,202 9,730 9,736 9,769 10,240 10,540 10,845
57 liederal Home Loan Mnl\plgc ( (ll]l()(dll(ln e 407,514 446,029 430,480 480,480 488,723 490,139 507,457 517,609
58 One- to tour-fanuly | .. . e 401,525 441,494 443,454 483 154 485,643 13,105 500,504 514,796
59 Multitamily. ..o 5,989 4,535 3,120 1,126 3,080 1034 2,953 2813
60 Lederal National Mnnpl;w Associaten 4449719 495,525 530,343 510,143 534,262 543.669 559,585 582,059
61 Oue- o tow-fanily . 435,979 486,804 520,703 520,763 523,904 533,091 548,400 569,724
02 Multitamily. ... ... 9,000 8,721 4,580 0,540 9,359 10,574 1,185 13,235
03 Latmers Hone Adminstration! 38 2R 19 19 4 13 12 1
04 One- to fow-family ... ..., ] 5 3 3 2 2 2 2
65 Mulufanuly . Q Q 4] g 4] Q 0 o]
60 Commercial . 17 13 9 9 7 6 5 5
67 Faam ..., (K} 10 7 7 N N S 4
08 Privale moitgige 162,217 207,806 248,433 248,443 254871 262393 270,454 276,703
o9 One- 1w tow-family .. ... .. 140,718 173,635 196,734 196,733 201,314 205018 200,713 208,354
70 Multitamily. . . .. 6,308 R,701 14,925 14025 15,743 17.2814 {8,007 27436
Al Commercial .. 15,194 25,469 16,774 36,774 LY IBY 40,094 41,848 45972
72 Fam o, i} l§; 0 0 0 4] 0 0
73 Indwvaduals and others® Lo e 03,270 609,032 019,732 619,732 023,960 641,904 654,080 662,092
74 One- 1o tom-tamily 447,871 455,709 461,297 461,297 464,252 480834 401954 498,452
75 Multifamuly 04,088 65,397 69,002 09,602 70,305 71.049 71,896 12,763
76 Conunerctal 75,441 73,917 76,153 76,153 16,667 17.284 77,308 78,025
77 Famo.,. 15,270 14,000 12,681 12,681 12,736 12,796 12,872 12,853
i, Multitamily debticters o loans on stiectuies of five o mote unis, 6. Other holders include motgage compames, real estate investment tusts, state and local

nlqnulmu)l\
3. Tncludes savings baths and savings and loan assoctations,

. Includes loans held by nondeposit st companies but not joans held by bank st

4. FmHA-gratanteed securities sold to the Federal Yinaneing Bank were seaflocated from
tmlA mottgage pools to FmHA motgage holdings in 1986:Q4 because ot accounting

chianges by the Fanmers Home Administraton,

S, Outstanding principal batances of mottgage-backed secunsties insured o1 ghamantecd by

the ageney indicated.

credit agencies, state and locuf 1etitement funds, nonmsied peuston funids, credit unons, aod
linance companies

SOURCE, Based on data hiom varous mstinnonal and government sources, Sepatation of
nonfarm nottgage debt by type of popenty, if not reported directly, and mterpolations and
extrapolations, when requited for some quanters, ate estimated in paet by the Federal Roserve,
Line 69 from fnside Montgage Securities.
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extended (o mdwiduals that is scheduled to he repaid (or has the option of tepaynrent) mtwo
or mare istalliments, Datac me tis table also appear methe Boad'™s G149 (4210 monthly
statistical ielease, For ordering addiess, see mside {ront cover.

.55 CONSUMER INSTALLMENT CREDIT!
Millions of dollars, amounts outstanding, end ol period
1995 1990
Holder and tvpe ot creds 1903 1994 1995 I —
Oct. Nov, Dec. Jan, Leb,! Ma.
L Seasonally adjosted
- T ] 1 71
I T 790,351 902,853 1,024,809 1,005,178 1,015,029 1,024,809 1,035,626" 1,047,785 1,054,173
2 Automobile . o0 Lo o 280,566 317,237 344,671 349 138 353,320 156,249 459,970 360,041
3 Revelying. oo 334,501 87,180 390,123 195,234 400,826 406,127 410918
4 Other-, . 251,100 273,320 275,768 276,249 278,552¢ 281,682 283,217
S I
Not scuasunally adjusted
S — — —

Satab oo BOY, 925,000 1,050,642 1,005,423 1,018,961 1,050,642 1,045,553 1,046,189 1,046,763

By major holder
O Commerciat banks. ... L. . L 167,560 427,851 464,993 451,272 453,690 464,993 459,741 459,324 454,024
7 Finance companies ..o {16,453 134,830 152.059 148,681 147,093 152,059 150,849 154,526 152,197
8 Credit untons . 101,034 119,594 132,033 130,261 130,970 132,033 131,587 131,208 131,221
Y Savings msttuttons oL 37,855 38168 38.500 38,500 38,500 38,500 38,500 38,500 3,500
10 Nonfinancial busimess . 55,296 60,957 57.497 54,607 53,139 57,497 54,702 52,940 52,523
11 Paols of secuntized assers™ 130,636 143,300 205,560 182,140 195,569 205,560 209,175 200,691 216,698

By major tvpe of credi
12 Automobiie L 2481458 118,213 354,395 347,513 151,024 354,395 354,508 357,432 357,879
13 Commercial banks, ., 122,000 141,854 151,057 150,782 149,905 151,057 152,290 153,173 152,623
t4  Pinance companies L, 56,057 ol,609 70461 70816 68,167 70,061 73,847 73,312 73418
15 Pook of secmitized assers?. 9,481 34918 33,660 30,451 43,240 43,6600 41,889 41,496 42,067
10 Revolving 01,837 352,206 416,187 384,625 392,689 416,187 409,293 405,852 405,804
17 Commercial banks. 149,920 180,183 198,076 186,403 189,405 198,076 189,317 186,974 182,967
18 Nonfinaneial busiiess 50,125 55,341 51,971 49,158 47 839 51971 49,267 47,577 471478
19 Pools of secuitized assets” 7,878 93,376 142,721 126,739 132,978 142,721 147,922 148,285 152,707
20 Other ..., . . ... .. 220,145 254,521 280,060 274,285 275,248 280,060 241,752" 282,905 283,020
21 Commercial banks. . 95,640 105,817 115,860 113,987 114,380 115,860 118,113 119,177 119,134
22 Fuanee companies | 60,396 Ty $1,99% 77,865 18,926 R1,998 81,002 81,214 797719
23 Nonfinandial business’ | 5,171 5,016 5,526 5,249 5,300 5,526 5,435 5,363 5,145
24 Pools ot secunnzed assets 11,277 14,006 19,173 18,950 19,351 19,173 19.764" 19910 21,924

1. The Bowrd's setwes onamowns of credit covers most short- and mteimediate term credit 3. tncludes retailers and gasoline companies,

4. Outstanding balances ot pouls upon which seearities have been issued; these balances
are 1o longer carried on the batance sheets of the loan ongiator,
5. Totals melude estimates for cettan holders for which only consumer credit tatals ate

2. Comprises mobile home Joans wsnd all other mstaflment loans that s not mcluded avinlable.
auwtonobile vt 1evolvimg credat, such as loans (o education, boits, tailers, or vacations, These
loans may be secured ar unseeumed.
1.56  TERMS OF CONSUMER INSTALLMENT CREDIT!
Percent per year exeept as noted
1995 1996
ltem 1993 1094 1995 ———
Sept. Oct. Nov. Dec. Jan, tieb, Ma.
——4
INTERESE RATES
Commereiad banks?
I d8-month new car R.09 812 9.57 . na, 9.36 i, n.a. 9.12 na
2 2-month personal..ooooo 1447 13.19 13.94 na. ni 13 80 n.a. . 13.63 1,
Credit card plan
3 Al accounts | P n.a. 15.69 16.02 na. it 15.81 N . 15.82
4 Accounts assessed interest i 15.77 15.79 na, 1 15.7¢ na ni, 15.41
Auta frrance companies
SNewoewr . o0 o e .48 9.7y .19 10.75 10.89 10.84 10,52 9.74 .86 0.77
O lsedem. .o o 12.79 1y 1448 14.12 14.06 1398 1183 13.27 13.28 13.19
OLHER [1RMS®
Muatwr ity (months)
TNeweat .o oo 54.5 540 541 514 54.6 54.5 3.6 51.8 524 518
B Usedueat. oo oo oo 48.8 50.2 522 523 52.3 52.2 S1LE 52.2 52 52,0
Foan-to-value yano
9 Newwear ..o o oo 9l 92 92 92 92 92 92 92 91 91
10 Usedeato oo 0 0 e 9K 99 99 100 99 99 99 94 98 98
Amownt fanced {doHarsy
D New Gl o 14,342 15,375 16,210 16,402 16,430 16,583 17,034 16,698 16,627 16,520
12 Used e oo 0 o0 0 o L 9875 10,709 11,590 11,725 11,883 12,012 12,152 12,059 11,990 11,934

t. The Bowd's series on mnounts of credit covers most shoit- and miermediate-term credit
extended to mdiwviduals that is scheduted to be 1epaid (o5 has the option of tepayment) m two
ot mare mstallments, Data e this table also appear i the Boad's G119 (421) monthly
statistical telease, Fou ordenmg addiess, see mside front cover.

2. Dataare available for only the second month of ¢ach quarter.

A Atauto finance compinnes,



1.57  FUNDS RAISED IN US. CREDIT MA

Billions of dollars; quarterly data at scasonadly adjosted annual rates

Flow of Funds  A37

Transachion category vr secton

I “Total net borrowing by dumestic nonfinancial sectors . ..

By sector and intiunient
2SS EOVEHIMENL .o

B TIeastty seCUItCS L L PRI
4 Budget agency issues and |||n|(;,(|pu o

SPIAIe oo e P

By instrument
6 Muaicipal securitics,
T Carpatate bowds |
8 Motgages. .. ..

9 Home mongag

10 Multttamily wesidential. .. .o Lo

i1 Commerciat

12 Pl oo e e

13 Consumer credit
14 Bank loans nee. ..
15 Commercial paper .
(6 Other Toans and advances ... ...

By hotrowing sector
17 Houschold . . ...
18 Nonfinanesl busa

19 Faum
20 Nonfann noncorponate.
21 Corpmate, ..., ..

22 State and focat ywvummm . o s e e

23 Toreign net botrownyg in United States
24 Bonds
25 Bank loans n.
26 Commercial pape AP BN
27 Othet loans and advances .. . 0 L o0 oo

28 Total domestic plus foreign. . ... PR L

29 Tutal net borvowing by tinsucial sectors

By jnsnwment

0 US. governmentrelated o0 oo e
1 Govermient-spotsored cateiprises seeul

12 Mortgage pool secanties PP .

33 Loans from US. governnment ... ...

3 Pavate. oo L
35 Coporate bonds

36 Mortgages
37 DBaok loans n.e
38 Open nhuku P ..
39 Othet loans and advances, . e

By horreswing sector
40 Goverament-sponsored cuterprises .
41 Vedenadly elated mortgage pools oo
42 Pivate financial sectors, o
43 Commercral banks
44 Bank holdmg companics .
A5 Tunding corporations.,
46 Savings mstitutions .
47 Creditunions ..o
48 Lite inswance compan
49 pmance companes
S0 Mongage companies . .
ST Real estate mvestment l|||sls (KI‘?I \)
52 Brokers and dealers. ..o R
53 Issuers of asset-backed seeunties (ABSs) .o

RKUTS!
1994
1991 1002 1993 1994 [DOR N S— PR - —
Q2 o3 Ol
SR U IS SNV [N S S, —
Nonfmaneral sectors

480.6 545,.5—‘ 06259 617.0 756.7 “ 581,2 579.9 654,83 w
278.2 304.0 256.1 1559 4.4 131.3 135.0 15014
2920 303.8 248.3 155.7 142.9 126,60 132.8 155.7
(3.8 2 78 2 1.5 4.7 24 5./
2.4 2413 369.8 461.1 723 449.9 4443 SOt
7.8 3.5 748 29.3 4712 207 58.4 hERY
TR [OYRY 782 233 784 RERS 1S4 6.2
[58.4 1309 1572 196.5 2435 104.2 2049 2135
1736 187.0 187.9 204.5 2079 1862 208 R MDX ]
55 0.4 6.0 1.3 12.1 4.0 5.6 4.2
100 478 5.0 (I 21 i1 2.7 1X0)
A4 [ A LY 14 20 2.2 [
14.8 7.3 58.9 121.2 130.8 129.8 174.8 165.2
40,9 18 38 7.7 99.7 58,7 9/t /7.1
18.4 8.0 10.0 214 181 9.7 2044 235
485 find 1?2 554 524 A40.8 RRN] 724
182.7 200 1 2405 360.3 731 3499 Ry 4191
al.v 19.5 al.y tdd 3 250.8 1394 130.0 1536
2.1 i3 2,0 28 1.7 1.8 20 2.0
(R 160 7.0 12,1 179 10,0 8.8 16.5
53.0 34l 520 129.3 2000 1217 1188 [RUN]
81.6 201 62,3 434 505 0,5 0654 6H8.5
4.8 22.6 o8.8 203 07.4 342 19.6 315
5.0 157 81.3 71 47.4 (7.4 2008 217
kN 21 7 14 8.3 45 s I
6.4 5.2 v 213 £3.0 5.2 K1 59
9K O 42 1.6 1.8 7.t 22 4
495.4 568.0 694.7 590.6 784.1 546.9 590.5 687.8

A 1 . PN R R |

Finaneial sectors

(84.5 240.1 290.8 45').4—‘ 43589 RLITRY 41‘).7—‘ 5448
145.7 155.8 1642 2843 213.0 264,58 245.7 /s
9.2 40,4 800 1709 108.5 l46.0 1521 2490
1366 5.0 836 121 105.1 1179 RAK: OR.S
.0 Q0 i 4.8 ki kil 0 0
87 844 1260 175.2 2424 1155 1744 2274
OR.8 828 1198 1134 lX() 8 96,4 99.5 9.5
5 .0 30 9.8 5.3 12,4 12,0 49
8.8 2.2 130 123 8.0 274 1.7 1.9
32.0 N 6.2 410 42.6 4.3 41.3 85.9
7.3 0 224 22,0 5.7 20.8 2.8 ELA
9.t 4.2 80.0 1721 108.5 140.0 1521 2400
136.0 115.6 83.0 182.1 1051 7.9 93.6 8.5
K7 843 120.06 175.2 242.4 15.5 1740 2273
10.7 7.7 4.6 9.9 97 (0.0 239 4.1
2.5 23 8.8 10.4 153 10.1 1S 16.0
0.5 13.2 29 24.2 4572 10.5 RYRI 1.1
44.7 7.0 1.3 12.8 3.4 58 148 6,1
0 A 2 2 A 2 5 2
.0 (1 2 R N 0 0 (P81
7.7 t.o 2 50.2 5L0 636 [6.3 573
2.4 K1) Rl 1.5 29 18.2 70 1.1
i.2 3 i 137 RR(3 5.3 8.8 0.4
37 27 12.0 A 5.0 R 1.0 191
52.9 586 83.0 [{E3Y 1141 38 S 5.4 4.5

8497

200.8
208.0
N

5109

8.2
5.3
277
192.1
20
202
vy
03
146,60
2
84.5

RISER
oK
N
RN
2610
418

[
135
LN
7Y
1.4

L1

2649 W

PAKS
(R}
0.0

.

21

197,
127,
.

REIS
174.2
s.

34
1.

A4
49.9
5.6
Ll
40

2197

|

/
2
5
Rl

0
2

2
2

i

1995

§79.3

2028
2.2
1.6

676.5

9.5
99,04
2361
2038
4.2
16,3
I8
158.1
H7.3
37.5
58.0

90,4
302,44
3.0
REX!
2643
16,3

0l 02 1 03 ‘[ 04
L R U S

52‘).6—‘ 618.4

65,8 4.4
05,1 37.2
<4 sl

4039 5700

113.0 8.0

o7 848
2782 2420
244.0 1.2

13.7 18.0
17.0 3§34

24 S
1w o inl8
85.1 (O
6.0 1
269 40.0

K18 6.5
{783 2055
]

208
144.1
116.2
w7 s 1041
550 108
§.2 1.3
309 RE(S
1.4 8.0

[} )
REIN{] 129.9
170.2 2241

572 5.6
! 00
13,8 54.0
54 41

230 129.9
2.0 4.5
25,2 1.3
52.1 455
S .2
.l 0

A 4
6.5 0.0
40 K\
82 .0
2.0 1.7
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS'—Continued

Transaction category or sector

54 “Total net borrowing, all sectors..........

55 LS, government seewities ... L
56 Municipal secutities
57 Corporate and toreign bonds, ...
SH Mongages ..
59 Consumer credi
60 Bank loans e, ., .
61 Open manket paper ..
62 Other loans and advances

63 Total net share Isswes ..o L

64 Mutual funds ..o e
65 Corporate equities e
66 Nonfimancial corporations
67 Financidd corporations ...
68 Forcign shates purchased by U.S. esidents

1994 1995
1991 1992 1993 1994 19948
Q2 03 Q4 0l 02 Q3 04
Al sectons
........... 6499 808.0 985.5 1,056.0 | 1,240.0 927.0 | L0192 | 1,232.6 | 1,166,0 | 1,353.4 | L0889 | 1,351.9
424.0 459 8 420.3 444.9 358.0 195.¥ 3413 467.5 350.4 400.5 2459 375.9
87.8 30.8 748 - 293 47.2 20,7 58.4 53.4 48.2 —4.5 H3.0 18.0
162.5 166.1 2763 1438 303.0 i16.4 135.7 130.4 2245 3231 2859 I7R7
1589 13s 1608 2063 248 % 206.6 2159 2iR.4 2230 241.4 283.4 247.6
148 7.3 58.9 121.2 130.8 129.8 124.8 165.2 PER 158.1 109.6 101.8
291 9.4 ¥.S [ (16.0 26.8 N 78.5 (51,7 124.1 a7 87.4
44.0 13.1 S 57 74.3 8.4 59.6 115.3 99.5 60.4 90.2 47.1
93,0 8.9 8.0 7.7 56.2 63.5 70.2 1o 618 554 36.2 71.5
Funds taised through mutual funds wnd corpoute equitics

......... 209.4 2949 4421 150.8 157.1 2639 113.2 ~81.1 18.1 169.2 190.1 2509
........... 147.2 209.1 3237 1289 171.1 199.6 129.7 - 1246 5.4 174.1 195.7 2497
622 85.8 118.4 21.9 14.1 64.3 -16.4 68 § 46,9 - 4.9 - 5.6 1.2
18.3 27.0 21.3 -44.9 76.0 - 240 S0.0 118.0 O8.4 59.6 -98.8 77.2
13.3 28,1 30.6 24.1 14.2 20.4 10.5 16.3 8.7 17.7 11.2 19.0
3.7 307 60.5 427 478 459 231 312 124 374 820 59.4

1. Data in this table also appear i the Boand's 7.1 (780) quantely statistical telease, tables
2 through E5. For ordering addiess, see mside front cover,



158 SUMMARY OF FINANCIAL TRANSACTIONS'

Billions of dolkus except as noted; quarterly data at scasonatly adjusted amwal vates

Ilow of I'unds

A39

)i
1994 J 1995
Transacton category o seetos 1991 1992 1993 1994 9y = -~ 7 — 7 T T Ty T T T e
2 (921 (03] Ql Q2 [OR} Q4
R —— — e e — - P S S| RO, W S _t L
X I
NI T LENDING IN CREDIT MARKL 18
[ Total net lending in ceedit markets 49,9 KUK.0 985.5 | L056.0 | 1,240.0 9270 | 1,009.2 | (,232.6 ) 1,166.0 | 1,353.4 | 10889 | 1,351.9
2 Pivate domestic noniinancial sectors 1041 90.2 627 2529 105.1 2051 1520 .0 1589 (R 1371
3 Houscholds o 770 840 7.1 204 8 slo 2839 367 (RN Yo.4 [RI 5.8
4 Nonfarm noncorpotate huwu w 53 A A K Y 7 9 5 1.0 10 2.2
5 Nonfmancial corporate business R 30.7 278 A3 519 119 3.4 84.1 832 F15 4113 37.5
6 State and local governments oL L 50.8 215 3.7 94.6 1439 H7a [N 919 W 7 0419 1671
7 US, government .. . o 10,5 L1.9 18.4 242 228 13 24.4 132 243 234 RION
8 Restof the world . ..o 0 . 133 98.2 128.3 X 2709 . 137.5 2109 2449 3250 1828 [RUR
9 Financial sectors .. .. 8220 (RIS 812.4 ()‘)H) 1,007.0 0201 6819 7940 9313 | B210.2 8812 ) 1,350
10 Government sponsoted Llll\l|\l|\(\ 151 O8.8 on.2 123.2 74.9 09 1254 1752 1.2 86,9 508 166 8
I Tederally selated nuuli_up ;mnl». 130.6 115.6 K30 I 105.1 174 956 [ A4 0.5 VI8 G 1913
{2 Monctary amhmity . . S Al 21 16.2 31s 127 219 297 L0 16.3 208 111 24
13 Commerctal lmnkmy PN 80.8 953 142.2 1634 2040 1955 {834 17405 342.7 360 2is 153.6
14 (1S, chartered basiks . A KW 0.5 149.0 1484 186,60 1361 155.6 Vi 1834 2224 2278 1129
1S Foreign bankmg oflices m United States 485 16.5 9.8 1.2 753 10.0 229 a6 158.8 839 24.1 23
16 Bank holding compames .00 oL LS 50 0 9 2 2 27 24 20 S 9.0 60
17 Ranks m S, allifuned acas .. oL 19 A7 24 .4 19 21 12 8.4 24 S 1.4 +
I8 Fuding uupnhuinn\ 8.2 177 19.1 274 08 506 45.5 bt 41001 9 20 428
19 Thult istitugons .., . 146.1 613 1.7 10 200 41.5 538 3200 REWS sl 409 t.o
20 Lile msmance uun]nunu ..... A 80.5 T8 S 100.9 60.3 108.0 76.7 89.5 194 132.4 L3l 2 K 91.5
21 Other issurance companices . ... L. 0.0 0.7 27.7 249 204 223 253 et 2 207 AR kPR
22 fovate pension funds . L 15.4 411 45.9 47.0 50.3 49.9 42,5 747 58,9 s7.2 475 01.0
23 State and kcal govennment wlienient Inn(l\ 411 23.0 19.8 290 32.7 A6.4 N 360.0 024 1.2 830 121
24 Puoance companies ... L NN S92 78 9.8 8.2 631 61.2 631 8.4 91.8 J0t 429 413
25 Moitgage companies RN e e 1.2 . 0 229 5.9 363 [RXY] 21 14.4 9 1A .G
26 Mutual tunds ..o oL e e 80.1 126.2 159.5 7.1 SLS 554 POR Lt 2R ARY S50 {620
27 Closed-end fimds | 128 182 LLO 5.5 58 .o 136 0o 3.5 64 8. 50
28 M(mx y ket nutial Iuml\ ..... 327 4.7 20.4 30.0 80.5 26,6 57.7 519 53,1 1452 330 1246
29 Real estate investment trasts (R ll\) 7 Vi 0 47 14 b 55 2 1.8 I8 1.8 19
W) Brokers and deaders. .o 0 L 17.5 1.3 4.8 44.2 879 877 219 R0 0.5 146 2 [ R 177.0
30 Asset-backed xu,uulw\ ey (AH\\) 489 S8 8.9 518 1008 428 40,4 540 407 RO R o7 1569
32 Bank posenal tosts o0 0 L0 L 10.0 LNt 9.5 71 14 1.2 1 [ 1.6 1.8 15 K
RELATON OF LIABILITILS
10 FINANCIAL ASSLIS
13 Net flows through oredit mackets 649.9 RO8.0 985.5 | 1,056.0 | 1,240.0 927.0 | LO9.2 | 1,232.6 | L1660 | L3534 | LLORSY | 1,351.9
Other furancial sowees
34 Otheial foreign exchange .. . o0 L 59 16 8 5.8 8.8 14.0 2 8.6 178 1.3 PXi] ]
35 Specal drawing ughts cediticates . e 0 2.0 £ .0 20 0 0 0 [¢] 0 86 O
A6 Tienswmy cHeIRy .. L e e 0 2 4 N .0 6 8 7 7 N 8 Kt
37 Life mswance eserves | 2597 273 352 34.0 43.8 217 611 2006 54.0 499 299 A1
38 Penston fund reseives 108 2 2380 2473 2480 248.4 207 2380 2034 02 S 7 b0 160.2
19 Interbank clamms R 34 435 56.4 89.4 6.7 110.7 4.1 PLES 17.4 287 Hd 56.7
40 Clieckable deposits and cunuu) ‘‘‘‘‘‘‘ 86.3 s 171 9.7 12.6 4.9 o0 405 428 (KRR 1505 6l
41 Swmall e s savimgs deposits, 1.5 512 703 40,0 89S 575 518 46,9 181 112.0 076 120.3
42 Laige time deposits .. L0 L 58,5 732 235 19.6 805 3.0 80 16.5 1108 0y,2 1115
43 Maney maket fund shares . . Al 45 2072 433 1423 3443 S 80.5 599 2335 2y
44 Security iepmchase dblullhlll\ ....... 16.5 431 7.2 8.3 Ho7 166.0 86,0 519 161.8 130.7 851
45 Toren deposits. .. . L . 260.5 15 185 458 420 S0.6 8.1 979 W2 9O 280
40 Mutual und shaves . L G e 147.2 200.1 3237 128.9 el 199.0 120.7 12.6 05,1 t74.1 195,/
47 Coporate equities .. ..., e e 622 85.8 1184 219 141 0d.} [G.4 08 9 46.9 49 5.6
A48 Seeunty cedie .o 00 L S04 A0 6l A 206 207 59.8 7 0.7 6.8 [N}
A9 Tiade payables VL0 16.6 37.8 119 101.5 114 954 156,14 1121 125 184.2
50 ‘Faxes payable ... ... s - 6.2 8.9 45 3.0 1.7 131 0.1 4.4 159 4.0 44
5t Noacotporate propuietos’ \q\uty PN 2 109 4.0 218 35.0 36.8 46.0 24,2 PEN 32.0 483
52 Investment m bank personal nusls 16,1 7.1 16 8.8 20.5 247 230 .Y 210 . 08 18.0
53 Miscellaneous .. S e e 2074 2812 2063 2059 4098 1204 2000 320 Asfh4) 4072 kLIRS NIGX
54 Total financial sources. ... . L L4704 | 1,792.8 | 2,2098 | 2,133.8 | 2,749.6 | 1,946.2 | 1,965.5 | 2,848.4 | 2,512.3 | 34,273.0 | 23853 | 2,827.2
Flouats not mchuded in assers ()
55 US government chechable deposts oo o o 13,1 N to 4.8 60 R 14 244 13.2 16,3 U] 243
56 Other ¢heckable deposits o 45 1.6 13 2.8 38 35 3.3 2.3 3.7 19 35 4.0
ST Twade credit oo Lo 36.1 13 207 10 .5 2004 lo. 297 8.7 19.9 6.0 H.A
Liabilities not dentifred as avsets ()
58 Treasury currency 6 2 2 2 4 2 .2 .2 N -+ 3 .
SO tmethank claims ..o 0 Lo 26.2 49 4.2 27 1.2 5.4 101 L7 8 8?2 7 0 204
00 Secutity 1epurchase a),uum nl\ 95 1.6 4.3 279 8.5 108.1 47.3 830 73.5 40,1 13.0 12.9
61 Foreipn deposits. oo G e 240 238 I8 0.9 354 50.1 39,5 5.8 400 817 1.8 15.8
02 ‘Taxes payable . . 10 108 104 8.5 53 62 1.4 K 8.7 e [ 131
03 Muscellancoms . L] 8 488 a6 DY) 3163 731 (RN 2208 [RRNY 324 59
04 “lTotal identified to sectors as assets ... ... .. L4438 | 1,772.0 | 2,250.0 [ 2,083,7 | 28018 | 2,089.3 | 2,005.7 | 2,254.0 | 2,592.5 | 33175 | 2,393.5 | 2,943.7
L

1. Dxata i this table also appea 1 the Bowd’s 70 1 (780) quaiterly staistical release, tables

L6 e E17. For ondeting addyess, see mside tiont cover,

2. bxcludes cotporate equities and mutial fund shaes.
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.59 SUMMARY OF CREDIT MARK

Bullions of dolles, end of penod

KET DEBT OUTSTANDING

Dransaction category or secor

b total eredit narcket debt owed by
domestic nontinandial sectors

By sector and ninawneent
2 US povcinment
3 breasuty secunties . .
4 Budget agendy issues and mmlmm\

5 Pivate

By st teseent
O Muapal secuies
7 Cwporate bonds
B Morgages

Y Home mostpages .
10 Mutotandy restilential,
1 Conunercnl .
I Laym

14 Consumer aedu

It Bank loans e e oo

15 Commeraal papet .
1o Other loans and advances

By horiowme et
17 Houschald 0 L
I8 Nonfiman. wal Im\mu\ .

10 Fam .
20 Nonlainy uunu)lpnmh o
2 Cotposate .

20 State and local ps\unmun

23 Foreign credit market debt held in
Uinited States

21 Bonds

25 Bank loans ne g

26 Connneraal paper .
27 Other loans and ady anees

2% “Total credit narket debt owed by nonlivancial
sectors, domestic and foreign

29 “lotal credit market debt owed by
financial seetors

By untr et
30 US povenmment-iclted .
3 Government-sponsored unup[m\ o umllu
32 Mongage pool secunties
3V Loaws hom US poveroment
S Povate
15 Coporate lmnn[\
36 Maontgages
37 Bah loans nece,
38 Openmarket papet .
1 O Joans and advaees. .

By borrowmg secton

A0 Government spomsored enlesprises .
S Federally elated montgage pools L
42 Puvate T gd sectors

o Commateral banks
44 Bank holdmg companies
S Fundmg conporanons
400 Savings stitutions
A7 Credd umons .
AR Dite mstance compiunies
49 Finance companies
S0 Malgage compames o
S Real estite myestment lulxl\ (RI Il\) .....
St Brokers and dealers .
33 Tssuers of asset bached \uuuuu ( \H\\)

51 Total credit narket debt, domestic and foreign. . .

S5 US government seeuntics
S5O Muneipal seaueties, L
57 Corporate and foreyen bnmf\ .
S8 Moitgiges .,

59 Constmes Qedit

o} Buank loans neg

OF Openmarhet papxet

02 Other foans and advanees

1994 1995
1992 U9 IO JOYs e - —
1‘"“ [ b “’JLL”LI““
SRS R I S
Nonhgancal seetors
— ——’7 — 7—,,7( — B ————— — —
[LEY6.7 | 12,5374 ) 13,1606 | 13,8773 | (28080 | 12,9626 | 13,1606 | (33387 | 13,5443 | 13,6868 7 13,8773
3080 3 13365 14923 30367 3,395.4 34323 14923 35579 15835 31,6034 3,036.7
ddat o 3,300 14650 LGOY 5 3308.0 3404 1 2650 393105 3.5507 3,576.5 3,608 5
18.8 20.0 267 282 274 RE ) 2067 204 20.8 209 28.2
88103 v2004 Y.O0R, 3 10,2106 94120 9,530, 9,008 3 G /R0.K 9,90(.8 10,0834 10,2406
13028 13775 13482 13081 13722 13626 1.2 1,384 % 1,329.8 1,300.6 1,301 4
L1518 1,229 7 12530 1,328.0 12476 1,251 1.2530 1,206 8 1.291.0 1,306 8 1,328.0
J088./ 42000 40156 5 L0 43458 44019 44565 +u0.8 45643 4,038.2 4,700.0
30374 3,227.0 34322 010§ 13187 34760 34322 34660 3,524.5 31,5910 L6401
2728 26718 RN ROT IR 208.8 2702 R{UN 209.8 2733 2768 1.2
008, | (RNt 672 3% 6044 6163 6731 6723 07706 081,06 086 1 0944
8O,/ 81,2 830 84 3 LR B10 830 LRI 830 K44 84 3
8016 K63 S us L7 1SS ®O1 G 9294 984 7 987.9 1,4120.5 1,460.8 LSS
(YA 67040 TR 6 K83 105 3 7247 748.6 7818 81013 8260 8484
16/ 4 IR 1362 19,4 1357 1347 130.2 149.8 1629 1633 1574
068065 6703 TR0 T90.4 7144 2106 7380 1629 1764 7818 7904
40236 42724 0828 S.U05. 1 L4075 45118 $,032.3 4,075.1 17803 4,800.0 S.005.4
3,000 8 37704 RV 41719 3 RO0.9 3LBES O 39219 o0y REILERY L1220 41719
1364 1383 142 1428 1415 1431 {412 1389 1428 144.9 t42.8
112209 L1299 11420 1,180.0 11350 13744 1,1402.0 11545 1,163.3 1,104 L1800
2370 2,502.0 20380 2,849.1 25838,/ 2,605 0 3,038.0 27710.7 27794 2,807.3 2.849.1
1,Ovs v LS8 [RERR 1063 3 L1442 LIVK LR 11016 1,004.9 1.070.8 L0633
RIRN 819 dolo 429.0 348.7 3524 RIS 376.8 387.6 4107 429.0
o2 2200 RERR 2RLY 2200 2276 RAREY) 249 2504 264 2 2819
734 26 2ol b 2501 26,3 0.l 20 0.0 Ao 344
I on.7 ot hARNY! 420 RUD] S 509 A8 1 558 §5.0
6y 3 ol 9.6 517 592 8.0 5.6 598 39,5 9.1 S1.1
12,2097 | 129193 | 13,522.2 | 14,3063 { 13,1567 | 133150 | 13,5222 | L3745.5 | 13,9309 | (40975 14,306.3
e L o A U S R R
Faanctal sectors
—— —— — [
0249 33210 3,785.7 4,244.3 35483 36481 3,785.7 AH53.5 39648 4,078.0 4.244.3
§720 18841 2468 4 2,38EY 20305 2089 8 21684 21927 22450 2,300.0 2810y
4430 $237 100,60 BN 6003 6383 7000 7103 FELAL 7738 R09. ¢
1,272.0 13550 [RIYRS 15720 14301 1a51.S 1467 8 14764 1,496 9 1.520.7 15729
[ R AR i} A 0 0 a 0 A1 KY Kt
13049 16y 1,617.3 1862 3 [N} 1,558.3 1,617.3 1,660.8 17198 1,717.1 1,862.3
7382 KSK G DOY.0 144y 9200 4.8 9641} L0779 1,051.4 1,090 1,149.8
501 8.9 187 DL 145 trs 18,7 200 213 226 24.0
bR 6/.0 553 6373 50.3 M3 55.3 534 58.4 603 63,3
3043 393 5 RRERY 48K.0 410.3 420§ 4428 RN 4628 473.6 488.0
LIH) 1089 [R1N¢S 1372 3.8 1220 o 1254 125.7 1272 1372
RAYR] 5285 00,6 8IM.1 00 3 6383 7006 7163 7481 7735 R0y
1,272 0 1,355 0 1.167.8 15729 1430010 [407.8 1476 4 1,496.49 1,526.7 1,572.9
1304y 1,430.9 1.617.3 1,802 3 [IRIER) 1,558.3 1,617 % 1,660.8 17198 17777 1,862.3
80¢ 846 94 11 86,7 2.6 945 950 999 1022 104.1
G 12304 1340 148 9 1268 129.0 1336 137.0 142.9 14,2 148.9
1616 169 9 199 3 27,1 191 5 20006 1593 2200 2299 2400 2471
8.4 99 0 b2 1158 97 104, f [ 107.7 1059 107.2 IERE
0 2 5 o 3 B 5 A A 4 4
4] 2 k& 5 A B xi Kl 6 K 5
3904 3905 0.7 4923 4142 4209 4407 4567 467.2 471.9 4023
30,2 2 18.7 RIN 202 8.5 18.7 169 206 210
139 17.4 3.1 S 218 295 ULt $24 337 365
. 217 337 B3 203 RIR) 2944 4.3 264 204 29.3
. WL ’J LT 5516 665, X_J 5192 5330 5510 5606 3 5914 665.8
All wetars
I —— U —
15,23h6 | 10,2403 | 17,3079 | 18,550.6 | 16,7020 | 16,903.1 17.307.9 | 17,569.1 17,896.7 | 18,1754 | 18,550.6
47955 52158 5.600.7 6,018.7 54259 5,600 7 5,750.6 5K285 59036 6018.7
1,302 8 1,377.5 1,301 1 1,472.2 13482 1,338 1,329.8 1,300.0 1,301.1
RRIERY 2382 F06 23900 2450 5 25127 25934 2,064 9 27506
ANIDAN 12690 - 2 RNVARN 4,300 3 44752 BRI 45847 4,060 9 4,724.1
KOO ROES Y847 11155 LOT UYR4.7 9879 1,026.5 1,060.8 1LI1s.s
7106 JO8 2 8300 G40.0 7807 8300 8633 8YK.2 7L M0
5790 S80.0 6215 00,4 S¥7 9 6235 654.7 6738 o021 700.4
8430 LRI PRUN 85 4 4874 929.1 948 1 9617 968.1 O%S.4

1 Datoin tus table also appein mothe Board's 7 ( (7803 quarterly statsticad ielease, tables

1.2 through Lo Tor ondeting addiess, see mside front

cover



1.60  SUMMARY O FINANCIAL

ASSETS AND LIABILITIES!

Billions of dotlars exeept as noted, end ol perod

Flow of I'unds

Adl

Ll ton catepory on seatot

CRIDI MARKS DI OULSTANDING

1 ‘Total eredit narket assets

2 Pivate donwstie aondinod sectons
4 Houscholds

4 Nonlarm noncorporate |N|\lm w

S Nonfincial conporate busimesy

6 State and docal povernnents
/ULS government

R Rest of e wordd

0 Fmancral sectors .
1 Giovernment sponsoted cnerprises
11 Dederally weled mantpage pools
{7 Monetary authonty
13 (‘mmm el bankmy

14 IS, chntered banks

19 Inul;vn banking oftices l\nmrl States .
10 Baok hobdmg compaines

17 Banks m US, afhilaked aeas

18 Fanding corporanons

19 “Thoto wstitwtions

200 Lale msurance companes

21 Oher insaance conpanies

220 Pivade pension fuidks

23 State andd Tocal povernment welenient Iumi\
24 lanance comprnnes

'S Motgape companies

20 Mutal tunds

27 Closed-end funds

2R Money nunket nutual tands

29 Real estate mvestment tuses (RE ll\)

30 Brokers and dealers

31 Asset bached secutines issuers l \Ii\w .
32 Bank personil tiusts

RiTAlon of boasinns
1O PINANCIAL ASSTES

3 Total credit narket debt

Other liabilities
3 Ofical Toreign exchanpe
3S Special diawing nphts conhcates
30 Lhieasmy vinrenc .
37 Late stranie teserves
38 Pension Tud jesernves
O imerbank clans . L
10 Deposits at Jnanciat mstiitions
s Checkable deposits and canency
20 Suedl e and savigs deposies
44 Larpe tinge deposits
M Money ket fund shares
45 0 Seaunly iepurchase agiecments
40 Toepn deposils
S Mutual fond shares
18 Secuity aedu
B Tade payables
S0 Tanes payable
51 Investment n bank ;nmuml lmsl\ .
52 Miseellancous .

-

Total linbilities .,

Financial wsets not mctuded i babihoes €10
Sb Gold and specrad dinwmp nghts
53 Corpotsie equities
56 Nousehold equaily i nooncorporale Inmm s

Iloars not tncluded assets T
57 08, povernment chieckable depasits
58 Uther chechable dqmslls
59 “Frade credit

frabilinies not wdenttfied av assens )
00 “Treasuty cuneney. .
61 Interbank claims,

62 Secunty iepuichase .I;Jullllll[\ .

63 Lateign deposits

61 Faxes payable

0% Miscellaneous

60 ‘Total identiticd fo sectors as uwicts
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2,10 NONFINANCIAL BUSINESS ACTIVITY  Sclected Mceasures

Monthly data scasonally adjusted, and indexes 1987

100, except as noted

“V _—[ 1995 199"
Muaistie 1993 (R0 995 |- ——- 71— -
Auy Sept. Oct. Nuov [RUIN Ma. Api
E— ————— — e E‘—-v—s_‘kv e —_— 7;7—7*%
I Industrial production’ N . o 1tLs 118.4 1219 1227 122.8 122.2 122.6 1 122.8 122.5 1239 1234 124.5
Market groupings
2 Products, latal L. 110.0 1156 118.3 1192 1194 1133 11R.R 119.2 RO 120.4 199
b ol total | 127 HIR 3 1214 1224 1226 1213 219 1221 1219 124.2 1233
1 Consumer poods 1095 137 IR 1159 6.0 114.9 1159 115.7 114.0 Ha.l 115.0
5 1 quipnient 1475 1253 1314 1329 13%.1 1315 1314 142.3 1337 1373 136.6
6 lownoedite 1018 Wi Lo o 109.4 109 5 104 2 1093 [REA RS 1089 9.6
7 Matenials 1138 1220 (274 1281 1281 1281 1284 12%.4 128.5 129.3 1287 129.0
Indstiy gratpmgs
8 Manotactinng 112y o 1239 124 2 1249 124 4 124.5 1248 124.5 126.2 1251 120.8
9 Capacity utihzation, manutactinmg tpcncnl)" 80.0 §3.3 RN 827 K28 820 819 814 82.2 K12 82.0
10 Constiuchon comtracts’ ... . 0 105.1° (R3S i 124.0 1200 120.0' 12y 1150 118.0 112.0 1210 123.0
11 Nonagriculttural employnient, totat! 1084 [ARER) 1134 1146 114.7 114.8 {150 115.1 115.0 115.6 1158 1158
(2 Goods-producg, total ., .. . 943 95.6 982 97.9 979 979 978 98.0 97.7 983 08 1 7.8
13 Manutiactunmg, total L e 94.8 951 96.9 Q6.6 6.4 96 4 96,2 Y6 4 96.0 96,1 95.8 95.7
14 Manulactmg, prodociion workers S 98,3 97,4 9% 3 9718 w717 u7 s 974 1.7 971 97.3 96,9 96.8
15 Sewvice-producing N S 1 PC) 116} 9.5 L19.n 120.1 12011 1204 120,06 120.5 1211 1214 1245
16 Persondd meane, tolal . A I 148.3 157 4 158 0 158 8 159 6 [[FtN) 1611 lol.2 162.4 163.2 1.4,
17 Wages aud salary dishuse, muxls 136,00 142.0 150.5 1511 152.0 153.0 1529 153.7 1534 155.0 155.7 n.a,
I8 Manufactunng 119 3 125.0 12v.3 129.3 1296 129.5 129.5 129.8 128.4 1298 129.0 ni
19 l)h]mmhgg personal meowe” 1424 149.2 157.8 158.5 1593 Loto 160,6 1617 619 163 1 163.7 n.a.
20 Retd sades™ Lo 137 144 8 152.2 1534 153.4 1530 [543 155.3 155.3 158.6 t59.5 159.0
Prices’
2F Consmmer (1982 8 (0 ... ... o] RS 148 2 1524 2.9 153.2 1537 1536 153.8 154 4 154.9 1557 156 3
22 Producer finished goods (1982 Slowy L 1247 125.5 1279 1281 1279 128.7 1287 129.1' 129.5 129.4 130.2 130.8

1. Data m ths table also appeac m the Board's GoE7 (419) monthdy statistical release, boy
the owdering addiess, see the mside front cover, The latest historical eviston of the industnal
production index and the capacity unlization pates was seleased iy November 1995, See "A
Reviston (o Industrad Production and Capacity Utthization, 1991 95" Federal Reserve
Builenn, vol 82 (January 1996), pp. 16 25 For a detabed descuption of the imndustoal
production mdex, see “lndustnal Production; 1989 Developiments and Fhistoneal Revision,”
Fedeval Rexerve Bulletur, vol, 76 (Apnt 1990), pp. 187 204,

2, Ratta ol index of poducnon to index ol capacity, Based on data from the Fedeal
Reserve, DRI MeGraw-Ell, LS Depantnient of Commerce, and other sotiees,

3, ndex of dollm value of total constiuction contracts, mcduding residential, nonresiden-
tal, and ficavy engieenng, fiom MeGraw Hill utoraation Systesas Cotapany, W Dodge
Davision

-4 Based on data from US Departiment ob Labor, Employment and Farigs. Senes covers
cmployees ooly, excludig personnel n the arnied fmces,

2,11

Thousands of persons; monthly data scasonally adjusted

LABOR FORCE, EMPLOYMLENT, AND UNEMPLOYMEN'T

5. Based on data from WS, Depaitment of Commetee, Stevey of Current Business.

6. Hased on data not seasonally adjusted. Seasonally adjusted data tor changes in the price
midexes can be obtained o the US. Department of Labon, Burean of Labor Statistics,
Monthiy [ abor Review,

NOTI- Baste dats (not mdexes) for series mentioned in notes 4 and 5, and mdexes for series
mentoned in notes 3 ad 0, can also be found w the Survey of Current Business

Fgues o mdusttial production tor the latest month e prehimmary, and many higwes for
the thiee months preceding the latest month have been evised. See " Recent Developments
Industital Capactty and Uthization,” Federal Reserve Bullenn, vol, 76 (June 1990}, pp.
411- 35, See also “Industiial Production: Capacity and Capacity Utilizauon since 1987,
Federal Reserve Bulletin, vol 79 (June 1993), pp, S90 605,

1995 1996'
Category 1993 1994 1995 fr——— .
sept Oct. Nov Dec. Jan, lieh, Mai. T Apr.
FHIOUSERO!D SURVEY XA TA!
I Cwalan labor foree” L0 oo o 128,040 131,050 132,304 132,501 132473 132,471 132,352 132,904 133,018 133,658 133,301
Fmplovment
2 Nonagreulimal mdustries! e 116,232 119,051 121,400 121,704 121,510 121,739 121,650 121,098 122,143 122,664 122,720
3 Apgncultuie., L, o [ . 3,074 3,409 3,440 1,335 3,434 1,303 3,325 4,529 3,519 3,487 3,368
nemployment
4 Number .., o000 oL o 8,134 7,996 7,404 7,405 7,229 7409 7,374 7677 1,355 7,504 7.266
5 Rake {percent 01 uvm.m tabor lmu) . . o8 [N 56 5.6 5.5 56 5.6 58 55 5.0 5.4
ESTABLISIHIMINT SURVEY DALA

6 Nonugricultnral payroll employment', ... 110,525 113,423 116,597 116932 117,000 117,212 117,357 17,211 £17,842 118,020 118,022
7 Manafactarig oo L o e 18,003 18,004 18,4000 18,322 18,301 18,272 (8,307 18,235 18,265 18,204 14,187
8 Mg ..o AP BEN 611 604 579 57 37 567 509 567 573 575 574
9 Contact u)ll\(nlumn A 4,642 4916 5,244 5,202 5,287 5,295 5,297 5,414 5,426 5431 5,378
10 Transportation and publie Illlllll(,\ o el 5, /87 0,194 6,206 6,217 6,240 6,231 6.211 6,244 6,253 6,262
Vohde .0 oo o0 25,608 27,156 1,245 27256 27,362 21,376 27.334 27,462 27,519 27,544
12 Linance 6712 6,048 6957 6,977 6,991 7,001 7.007 7,013 7043 7,060
13 SCIVICE . oot e e L 30,278 RO 32,788 14,047 13,076 313,085 1248 33,232 33,5085 13,622 313,642
It Government . . e e 18,817 10,041 19,282 19,320 19,315 19,300 19,328 19,291 19,334 19,373 19,375

L Bepmuing Janwy 1994, ieflects redesi of cutrent population suevey and population
controls trom the 1990 census.

2 Pesons sixteen yeans of age and older, ncluding Residenmt Anned Towces Monthly
fgues ae bised on sample data collected dwng the calendar week that contans the twelith
day, annual data e averages of monthly higutes, By definition, seasonality does not exist wm
populatton fiyaies.

4 Inchudes sell-employed, unpad Famly, and domesue serviee warkets

4. Tncludes all full- and pat-time employees who worked during, or receved pay for, the
pay penod that meludes the tweltth day ol the montls, excludes propuetors, self-coiployed
petsons, household and unpaid tamily workers, and members ot the wmed forces. Data aie
adjusted 1o the March 1992 benchimak, and only seasonally adjusted data are avadlable at this
time.

SQURCE, Based on dista ftom U8, Departoient of T abos, Employsnent and Eurnaigs,



2,12 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION'

Seasonally adjusted

Selected Measures  A43

JDDAY 1906 1995' 1996 1995’ 1996
Series — — — 1 }_‘”*’* T T - T
Q? Q3 (87 Q' Q2 03 Qi QI Q2 Q3 04 Q'
S - S TR U S SR
Output (1987 100) Capacity (percent of 1987 owput) Capacity ulizaton ae (pricent)’
’>" — - — ;[‘Iih‘rki;JA —
| Total industry . ... .. e e e 1214 1223 122.5 123.3 1450 146.3 147.7 1491 837 83.6 829 82.7
2 Manufacturing. .. ... .. e 1243 124.1 124.0 125.3 148 7 150.2 1519 1538 83.0 82.6 82.0 RO
3 Prinuy processin S . 117.7 1171 117.1 116.7 1343 135.2 136.1 1369 R7.6 80.0 86.1 85,2
4 Advanced processing” 126.0 1275 128.1 129.4 155.6 157.5 159.5 161.5 81.0 809 #0.3 LA
5 Durable goods, .. ... .. 1314 133.0 134.2 136.1 159.2 1617 I(y4 106.7 825 82.3 K./ &1.6
6O Lumber and products . . 1029 1046 15,8 104.6 [18.7 1198 1208 t2t.7 g0 87.3 87.5 ®5.9
Primary mtals 119.1 1182 1188 1185 1281 128 % l_‘.‘).S 1304 929 O1.8 91,8 91.0
8 Iron and steel .. 1219 121.3 121.3 1224 1324 1329 133.5 134.4 92.1 91.3 90.9 910
9 Nonferrous .. .. 115.1 1139 1153 1133 122.5 1233 1240 124 4 940 92.4 RAR LR
10 Industiial machinery mul u|ulpmuu 174 178.9 186.8 195.5 200.5 200.1 212.0 218.1 R7.0 80.8 LR 890
1l tilectrical machinety. . ool . 171.2 178.4 182.9 186.5 199,00 206,43 213.9 221.8 86.0 80.5 85.5 84.1
12 Mator vehicles and pants .0 oo 1408 140,7 140.5 132.7 1744 176.8 170.2 1813 RO 79.0 . 73.2
13 Acrospace and nuscellaneous
transportation cquipment . L BY.7 86,4 79.0 84.0 1309 130.1 129.4 128.6 67.7 06,8 oLt 653
14 Nondurabte goods, . 114.4 L3 1139 (RN 137.1 147.7 1384 139.0 835 830 823 815
15 ‘Teatile mill products 137 109 109.4 106.5 130.4 [RING) 132.8 133.7 872 13 824 RN
la Papet and products. . 121.2 [JUN] 1181 1144 131.7 132.8 133.9 1349 920 90.0 88,2 848
17 Clemicals and produets, . . 124.0 124.6 (204 120.2 154.7 155.0 156.45 1575 80.2 801 80,7 811
18 Plastics matetsals .00 o c 122.4 118.3 123.1 S 133.8 1354 147.1 R RIR #7.3 §9.7 Lo
19 Penoleum products. . .0 Lo . 10K.0 1092 107.7 [09.5 162 o4 116.6 116.8 929 93.8 924 038
20 MIINE © oo 100.7 100.2 Ug.2 983 2.0 Hia {19 tHo 19,9 89.5 87.8 87.9
21 Unilities G e 1207 124.7 124.1 125.9 1348 135.2 135.0 136.0 895 92.4 91,9 2.0
220 BICCUIC i e e 1204 125.0 123.7 126.2 132.1 1325 133.0 1334 91.1 94.3 CAN| Q.6
I S S - —_—
1973 1975 Previous cyele® Latest eycle® 1995 1996
High W Low High Low High Low /\pl Nov. Dec. ] Jan! teh,! Mav, Apd'
Capacity utilization tate (puu_w:ul\‘y
I T‘H~”‘ Th T T T
I Total industry, ............... . 84.2 720 §7.3 R 849 780 4.0 B34 829 824 Bl 825 84.0
2 Manafacturing ... o 88,9 708 87.3 0.0 85,2 76.6 834 82,0 81.9 L) 82.2 8.2 82.0
3 Mimay pmcchsing‘ ,,,,,,,,,,,, 92.2 (] 89.7 00.8 89.0 719 88.2 800 80,0 85.4 85.0 85.2 89,3
4 Advanced pmccssing" .......... 87.5 7.0 80.3 71.4 835 76.1 81.3 80.3 80.2 797 8.0 Ma KOG
S Duuble goods ... Cee BE.8 08.5 #6.9 03.0 84.0 137 B30 B1.8 87 81,3 82.5 #1.0 R4
6 Lumber and produc 90,1 0.2 87.0 00,9 93.3 70.1 8/.8 86.7 881 K48 881 #7749 R9.4
7 Primay metals, 100.6 .2 !(ll o) 40,8 92.8 4.2 94,0 933 02.6 935 KO8 89.5 90,4
8 Tron and steel. 115.8 60 1104 383 95.7 720 035 94 5 918 08,6 889 8.0 RB.9
9 Nonferrous 92.9 o3 90.5 022 88,7 752 946 91K 935 90.7 91,0 Pt 922
10 Tndustrial machiuery and
equipment , .o 6.4 745 92.1 649 84.0 1.8 87.8 880 88.8 88.8 900 90,1 0.9
H Eleeical machmery . e R7.8 038 ]9.4 701 849 170 86.3 R5.8 Ra4.4 83.2 85.2 839 LENI
12 Maotor vehicles and pals ..o 93.4 Al 91,0 445 #5.1 56,0 824 85 8.4 75.0 779 668 79.3
13 Actospace and miscellancous
tramsportation equipnment ... 710 46,0 R 0.9 R84 J8.8 08.1 6Ll 61,5 638 05.0 66,5 07.4
14 Nondwable goods. ., ooo0 87.9 AR 87.0 76.9 86,7 80.3 837 822 82,1 814 81.7 81.5 814
15 Tentile mill prochu 92,0 6.4 917 738 w21 TR 90.2 B0 8.2 78.0 79.4 K16 8.6
16 Yaper and products . 96,9 00,0 94.2 #2.0 94.8 86,7 92.3 86,8 8.1 85.3 84.1 85.0 83.3
17 Chemicals and produc R7.9 [OR] 85,1 Jo.1 85,9 79.0 #0.0 B(LS 80.6 R0.8 80,1 794 74,3
18 Plasties materials. ... 102.0 A0.0 90,9 04 97.0 4.8 935 90.3 89,6 90.8 91.3 o S
19 Petioleum products ..o L 96,7 811 #9.5 08,2 88.5 8.6 92.9 92,1 933 93.3 94.3 93.7 94.2
94.4 8.4 90.60 80.0 86,5 ®o.1 899 879 87.7 86.8 §7.3 89.7 89.0
. . S 95.6 82,5 88.3 76,2 092.6 83.1 882 92,5 922 92,4 92.4 929 G911
Flecnic 99.0 82.7 88.3 8.7 948 86,7 9.1 910 931 4.2 949 047 93,0

L. Data in this table also appear in e Bowd's GUES (HO) montbly stitistical iebease., Fat
the ardering address, see the tside bont cover, Thie latest Bistoncal revision ot the industiial
production index and the capacity wilization rates was released in November 1995, See "A
Revision o ldustdal Production and Capaesty Utilization, 1991 95" Fedmal Reserve
Bulletn, vol, B2 (January 1996), pp. 16-25, For a detailed description of the nidustrial
production index, see " Industiial Production: 1989 Developments and Historical Revision,”
Federal Reseyve Bullenn, vol, 76 (Apiil 1990), pp, 187 204,

2. Capaciy utilization s calculated as the tatio of the Fedeal Reserve’s seasonally adjusted
index of tdustrial production to the correspondimg fndex ol capacity

l’uu\\uy processing includes textilbes; Tamber; papen industial chemcalss syunthetic
» tertilizer materials; petroenm products; rubber and plastics; stone, clay, and glas
nd fabricated metals,

4. Advineed processing includes toods; tobaceo; apparel; fimite and fixiwes; printing
and publishing; chentical pracduets such as dugs and toiletries; agricultural chemicals; leather
and products; machinery; tanspottation equipment; instiiwnents; and wiseellineous wmanudac-
e,

5. Monthly highs, (978 80; monthly lows, 1982,

6. Manthly highs, 1988 895 monthly tows, 1990 91,
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2,13 INDUSTRIAL PRODUCTION

Monthly data seasonally adjusted

Statistics U1 July 1996

Indexes and Gross Value!

Giroup

MAJIOR MARKLIS

folotalindex .. o000 o o0 ool

2Pwducts o

3o FBinal products . oo o
4 Cousunter goods, total |

5 Durable constmer goods L.,

O Awtomotive products. ... Lo

7 Autos and tueks oo oL

8 Autos, consumer . L.

b Trucks, consunet Cee
] Auto pints and allied mmlx. S
1 Other .o v
12 Apphances, wievisions, and aj

condinoners L.

13 Carpeting and furmtue .,

14 Miscellaneous home goods,

15 Naowdurable consumer ponds
1t Foods and tobaceo oo
17 Clothing, .......... .

1% Chemical prodacts ...

19 Paper |»1udlml\

20 Energy ...

2] Foels ..o oo A
22 Residen ml LI[II]IIL\ .....

23 Pyuipment .

24 Bushiess u[ulpmun ......... Cee
25 Informatson processing and related L
26 Computer and ofhee cqoipment

27 Industiial . e e
2% Transit . e

29 Autos aixl fuche. o

R Oher

3 Dletense mnd space equipici

12 il and pas well diilling, .

33 Manulactned homes, ..,

34 hutermedate products, totab oo o
18 Constiaetion supplies . P

36 Business supplies ...

37 Materials oo o

38 Durable goods materials. . .

9 Durable consumer parts S

40 Lquipment paits ... oL

41 Other L B

42 Busic metal iatet als ..

43 Nondwable goods matertals.

<+ Textile matenials e e

15 Paper matenads ... .. . L

46 Chemical mateniads FEN

47 Other ... ... e
4% Energy matenals

Ju Paminy Llllll_) P
50 Conveited tuel mate ials. |

SPECIAL AGGREGATES

ST Yor) excluding avtos amd backs .0

52 Total excludimg mator vehieles and paets .

53 "lotal excluding computey and oflice
equipmient . L.

54 Consuner goods LKL“((“”H autans and tacks

55 Consumner goods eacluding cnergy ...,

56 Business equipmient exeluding autos and
tiucks,

57 Business u|m|>mun L‘\Llllk‘ln\' wmp\llu ‘\n(l
oftice equipment . ... e

S8 Matenals exchuding energy ..

1992 1995 1996
prer wWes I e
por avy
ton Apr May June Juty Aug. | Scpt. Oct. Nov. Dec, lan'! Leh! Mau. Apr?
" Index (1987 100)
]
100.0 121.9 1214 121.3 1214 121.5 122.7 t22.8 122.2 122.6 122.8 122.5 123.9 1234 124.5
60.6 1{8.3 1H7.7 175 117.9 L18.0 119.2 19,4 1183 1I8.8 119.2 118.6 1204 119.9 121.2
463 1204 12,9 1206 121.1 121.2 1224 122.6 1213 1219 122.1 1219 1242 1233 125.0
IR0 181 L14.4 141 [RER.] 114.6 1159 16,0 114.9 115.9 1187 114.6 116.1 115.0 1163
5.6 1242 1249 1216 1223 121.4 124.0 125.8 1234 1249 120.3 120.3 125,00 197 1273
2.5 1307 131.7 1271 1291 125.3 130.7 132.9 128.5 130.5 132.8 125.9 133.1 120.4 135.5
1.6 131 [32.8 1274 {295 1239 132.0 1331 128.6 129.8 132,) 124.) 1335 11 135.9
9 103.1 105.5 9.4 99.2 101.0 100.6 102.6 100,2 1002 9.5 92.8 99.7 77.0 1041
7 1847 18(2.9 177.4 183.6 1639 188.2 187.7 1791 182.8 190.0 180.4 194.4 1731 92,7
9 127.8 128.0 125.0 126.8 126,06 120.6 130.8 126.7 130.2 1327 128.1 130.6 137.6 §3%.0
L0 11&.6 119.0 1167 116.3 LR 118.1 119.6 1189 119.9 120.5 1155 170 1191 1202
N 1155 131.6 131.2 1314 132.2 135.8 139.4 144).1 145.4 1419 132.2 1317.2 138.3 141.5
K 105.8 1091 IOREH 1018 07,9 1044 1069 105.6 104.1 107.4 10%.1 1034 107.3 107.3
1.5 118.2 188 11X%.1 1180 117.4 118.0 117.8 116.9 117.6 1183 62 7.6 117.1 [17.8
23.0 1129 1018 112.4 113.1 113.0 1139 1137 112,09 1138 113.2 1133 114.0 4.0 113.7
10.3 13 [i1.2 s [FRA 112.8 LR te [RRN] gy 1o.0 1146 ties 122 124
24 94.8 96.9 u6.7 94.0 93.6 939 93.4 92.9 91.5 89,7 88.2 90.3 89,1 HE.R
4.5 1303 126.9 127.3 1280 128.6 132.6 134.0 135.7 135.0 1365 138.1 136.6 1356 134.6
29 106.6 1069 106.5 ne 3 107.6 106.7 107.3 106.6 108.4 106.3 104.9 1059 105.4 100.4
2.0 Hos 1122 1158 1158 1601 1223 119.0 1131 121.1 119.5 121.0 121.4 122.5 120.2
9 108.% 108.8 108.2 108 ¥ 108.2 108.4 4 107.3 118 2 108.6 108.6 1Ly it (118
2.1 (RDX¢ [13.8 9.0 118.7 1104 128.2 122.2 [ARE] 126.6 1241 126.1 125.4 127.3 1238
177 131.4 1303 1308 (1.2 1316 1329 1381 1315 131.4 1323 133.7 137.3 136.6 138.9
37 155.7 155.0 154.3 155.1 155.7 157.5 158 2 156.5 156.9 158.4 160.5 164.9 1630 166.0
57 1984 104.5 1939 1960 197.2 201.0 203.0 206.5 208.1 200.4 2133 220.0 2222 224.0
14 3735 150,44 621 363.2 N7 379.0 190.0 4029 41748 4317 4429 4633 480.0 491.5
4.0 127.5 1261 126.5 1262 127.1 129.1 128.7 124.0 129.1 129.5 129.6 131.2 130.3 129.7
2.6 1163 142.9 139.6 (40.3 139.8 138.0 1379 122.3 119.6 124 5 128.1 133.6 121.1 135.6
1.2 [ ( [41.5 137.8 139.5 t39.9 1413 1433 1357 134.2 135.3 1291 136,40 3.6 140.0
1.4 123.2 1212 1227 122.6 122,60 1222 1233 1209 1214 121.7 122.1 123.5 1230 123.5
i3 6H5.9 07,1 668 608 66.5 06,1 65.2 04 4 029 62.0 61.6 629 63.7 639
O 87.1 RU.% 90,5 8GR BK.4 RY.S 88,3 835 83.1 838 85.1 89,7 96 3 1H)L6
2 152.7 146.6 148.3 149.6 148.0 155.9 158.0 158.9 6L8 1644 158.1 157.8 1608.2 .
14.3 109.0 108.2 10R.2 108.2 108.5 109.4 1095 109.2 109.3 1101 1085 [08.9 19,6 1099
5.3 118.2 80 16,6 107.2 1073 107.0 108.4 108.3 108.7 H0.5 107.2 108.6 110.4 113
9.0 1096 108.5 1094 109.1 109.5 [ERKS 11003 1099 199 110.0 109.6 109.2 1093 109.§
39.4 127 4 1270 127.2 126.8 126.8 128.1 128.1 [2¥.( [28.4 128.4 128.9 129.3 128.7 129.6
208 141.5 139.8 1398 139.7 140.2 1423 l44.1 1439 145.3 144.8 145.8 147.3 145.5 147.9
4.0 13K.5 137.9 {359 135.8 1319 138.4 139.8 1386 140).1 139.3 140.6 141.1 132.4 143.2
7.5 163.0 158.9 160.3 161.7 164.4 167.1 169.1 1694 [70.0 1708 1717 1704 177.0 177.4
92 126.2 1259 125.6 124.5 124 4 12449 126.8 1265 1279 127.2 128.2 127.8 1272 127 3
i1 125.7 126.1 125.5 123 5 1249 1231 127.0 124.3 128.1 126.6 257 [23.6 1235 124.4
L 1198 2.7 1222 120.4 118.9 1IRR 1178 1187 16,6 7.4 1157 116.3 1160 115.9
1.1 1092 1132 [12.% (090 (2.6 109.2 106.2 HI7. 4 104.8 1033 100.3 1048 103,0 100.5
1.8 1205 1123 125.0 121.0 1239 120.4 117.0 121 4 1143 1152 1134 113.4 124 113.3
R 1244 1256 120.2 125.2 124.4 1231 1233 1229 122.7 121.9 121.8 121.7 121.3 1219
24 116.5 1184 1169 117.4 1138 1146 15,1 L1460 1141 1189 1152 t17.1 164 1o.0
9.7 106.6 106 6 107.2 107.2 107.5 108.5 105 8 1055 105.7 106.0 105.9 115.6 1067.0 105.6
6.3 101y 102.2 102.3 (03.0 1023 100.4 [or.2 [0t.7 {00.8 1010 100.6 1609 102,2 0.7
3.3 Lo L18.5 ey 1155 1181 122.8 (5.0 AR 115.4 6.2 116.6 114.9 116.5 115.3
v7.2 121.5 1209 1210 1211 121.2 1223 1224 121.9 [22.3 122,58 122.4 123.6 1247 124.1
95.2 1204 1203 120.5 12005 1207 1217 1218 1203 121.7 1219 1209 1231 123.5 123.5
08.2 (8.2 117.9 1178 117.8 117.8 1189 1189 11K.1 118.4 LIRS 118.0 119.3 118.5 119.5
270 1E40) 13 1133 113.9 114.0 114.8 1149 114.0 115.0 1147 114.0 lli() 1153 115.1
257 1149 o | 1139 | 1147 [ 1145 115.t 1157 | 11501 115.3 1153 1139 t1s, 1142 [15.9
12.5 1570 156 2 155.8 156 5 1572 [S8.9 1595 (58.4 150.0 160.5 163.5 167.6 167.8 108.4
12.2 1330 3137 1125 133.2 1332 1444 134.3 131.6 130.8 (R} 132.6 135.6 1323 134.5
207 134.9 1343 1344 IRRE 133.7 135.1 136 1 136.2 116.6 1364 136.6 137.8 136.5 1481




Selected Measures A4S
203 INDUSTRIAL PRODUCTION  Indexes and Gross Value'  Continued
190 1995 1us6
Group SIee pro 1095 _ g - - - _ - - _ _ PO I
cade puot avy,
tion ApL My Fune Ji‘[uly Auy. Sept. Ot Nov ; Dt tan! 1 fob! M l A
fndex (198 / 100)
MAITOR INDUSIRIES T {
59 Total imdex. . . 100.0 1249 1214 121.3 1204 121.5 122.7 1228 122.2 122.0 122.8 122.5 1239 1234 124.5
o) Manualachumy. . . 854 1239 [RET 1230 1243 1243 1242 1219 1241 1205 (R RS 1ol RN 1’68
61 Py puocessmg, . 200 1/.6 1182 1179 17 169 116.6 17 170 s 173 167 ot 11609 1173
02 Advanced pocessing L 58.9 1208 1260 1257 1263 126.3 1278 128.0 (R 1280 18 4 18,0 JRIR 1290 131.3
63 Duable goods ., 450 1825 1366 [RIN] 1315 1315 1330 [REXS 1335 143 1348 1319 1370 1.8 1 38,9
€3 Famber and products . 24 200 | 14 s | 1017 130 | 1037 vy 106.2 105/ | 101K to6s | 1041 wie | 107> 108 9
05 Funmture and fextures kel 14 .o i 1108 s 1l o9 o 1Y 109 8 1043 104 3 L0 1091 1091
60 Stone, clay, and glass
prodducts 32 21 1041 1034 1041 1038 103.2 1000 103 8 101> 1019 s 105 1045 IR T
G/ Ponkuy metals. .. 13 Sl 192 1242 1195 1S 1183 LS4 110 17 1208 1200 1S 171 /0 (I8}
o8 Ion and steel . (R L7 RIS 1235 1230 192 1193 177 1270 Ps 26,1 127 1281 Hoas [N (IO
[ Rawseel .00 e 1 1147 tiay 1130 1129 [rs [ 1186 Lt s Lto, t (RENI iy ti2s (RN
10 Nonlenious. . .. 333 0V ) I8 115.7 L8 1119 1165 1Ly 1132 1158 [ARE (RO 1130 3.6 T [ AR
¥ Tabricated mietal products 34 5.0 JARY] 11273 14/ 1y 12t F1d 3 115.1 140 [R 5.0 s 6 170 tins (o
12 Industuad machimery ad
eqpimient, . 35 80 1778 1743 1716 [/44 1760 /9.4 t81.4 [K3.8 186~ 19411 tory 190 3 198 4 1998
13 Computer and offiwe
cquipment, . i5/ I8 i35 156.4 3621 3632 71,0 U6 900 4009 178 [T 19 A63 4 0.0 [BAERY
14 Flectocal machmery . . 36 1.0 L7y 169.6 1708 1o 1757 178.7 180.8 [ 1836 182X 1% 1889 188 INS /
In “Transporiation equipient 3/ 0.5 1433 bis. (AR [RRR LG [pEN Lo 10u 3 108 6 109,/ 18 4 112 1030 iy
6 Matar vetucles and pats | LH 48 IR 1430 1588 1o,/ 1367 1420 1433 137 10/ 1412 1355 142 (R 1
77 Autos ik ight tucks 3t 25 JRI) 1329 1213 1292 1243 [IRINS) 1328 [REN [29.06 131y 1235 (R 1o 9 1355
/R Actospace and
miseellancous
transportation
cquipnient L 309 4.7 5.8 804 88.5 8K | 876 817 85.9 R0 1] 794 82 Kb 4 8y 86 3
n Instrunients 18 54 o7 (R 196 L0 9 g2 14 1 [Nl [N 1o/ 1o el 1o [N
80 Miscellaneos 49 (1K t2r | 1220 [ 12238 [PAR 1204 N 12209 | (217 [RRW 17¢s (R IR trrs 123
Bl Nonducable goods 40,5 tld3 Lo [RE 1143 [NER 1143 1t 1 1/ [RE 131 1o (RN (AR
82 Foods o000 20 94 [15.3 [1s.1 1159 116.1 1153 1155 1155 LS4 1148 118 [RE: e s (160 16>
43 Tolacco products . 2 I 6 . 920 893 96 4 991 913 90 2 ]R 2 hta LA LN R4 ot u0.0
bl Texole null products, o2 1.8 2o 117.2 116 1104 19,9 124 110.5 1Lt 108.9 108 4 1041 106, oy 1080
RS Appant produets L KR 2 DRN 7.4 973 us 5 D4R 945 9.5 933 92,1 91 gu r 9l OB 90,4
8O Paper and proxducts. o 30 [ARE 121.2 1224 1199 1213 11806 b s t19.7 116 IR 1149 [ARISY (AR N6
87 Puanting and pablishing AN 6.8 99 4 u9.2 99,1} 98,0 90 1005 DO 984 0y,3 UK 8 RED Y% 6 DR v
83 Chenicals and products 28 94 1250 1235 1240 1244 1240 1244 125 % 1167 oo 1265 (R 126.7 JRATE} (R
80 Pettolewnt proclucts, . 9 1ot 10K, Wi g 107.4 108.6 1090 108 5 1100 106Y 107} sy 108 9 [RICH 096 i
%) Rubber and plastie products 30 A5 1304 140.8 138.2 13/% 1377 1487 1408 119/ 140 3 13y 3 1390 139.0 140/ 1386
DI} [ eather and products it 3 814 827 830 812 187 8.8 805 oN) /8. 76 8 156 7t o/ 5
92 Mg L. (3] Ho 9 lage Lroas Llatg Togd |oioos )oeos U8 DL 9% ) 91 Yhho] 10 DU
93 Meld, 10 S L6035 164.6 1643 166,3 1722 1721 170.8 178.3 1759 1708 1595 [T iai 4 1609
91 Coul . 1) 1.0 129 12 1o 8 (W 1/ 100 /7 t16.2 123 10U 5 108 & 013 8o [BR 1095
95 Oiband gas exteaction 14 48 919 931 Yy 93.0 91y 24 91.2 802 90,1 o, | go R 807 91/ DAY
96 Stone and eanth nunetals 14 S AR TV A s s Larre oo tera boowe e boosg | e Lot [BRW]
97 Utihties , T 1220 118.8 12rn 122.7 1288 1216 1254 1251 1250 1257 165 [RE
98 Flechic . A9L.493p 1 61 1221 1189 1202 1222 1 1400 1287 | 1236 | 1230 | D58 | D66 | 1266 | 1017
G- Cas e AVRNIDEIM 1.6 12 1184 120.0 124.5 124.3 16 [V 1299 1256 1218 12044 { |
SPECIAL AGOREGA LTS
100 Manulacturng excludng: motor
veheles and pats . RO G (RN V22 1 1238 1225 1230 1208 103 12360 [RE} 1’39 [ ARIR] 1254 1287
101 Manutactanng excluding olfiee
and computing indchines ., 83.7 [N 119.1 1189 (R HER] 119.% 120 1196 1y o Hay 1193 (RIS (R [R(D)
Giross value (hillions ot 1992 dolkus, aoneal rates)
- B T T T "T' I - o - ]
MAIOR MARKD 18
102 Products, total .. .. 2,002.9 {2,245.6 [2,236.5 | 2,231.5 | 2,239.1 | 2,238.8 | 2,257.8 | 2,2068.1 | 2,240.3| 2,255.8| 2,265.7| 2,248.9| 2.289.3| 2,207.4 2,308.4
LR 19520 | L8 | L7480 | 37 a | L 74S 6 | 17432 | E0US | L7682 14000 175608 170191 1,/580[ 1,702 11 1,765 LRGS0
104 Consunies poxls LOJ3 [ 13005 | L1252 [ 1022 3 L1284 [ 1240 LI3ST 1 LIALE] LIS T 1030 30 L300 127 160 10780 Ly
105 Hguipmeot, ... o0 L 188 618.3 617.9 o151 6171 619.2 024.8 62701 G167 6175 0229 6281 40,1 0¥/ 0565
106 Tnanediate . .. .. o 4307 40960 4914 494.0 493 5 405,06 4073 4099 08 199.0 SO R RUAID] H07 2 5019 AURN

1. Datacin ths table also appear o the Bowd's G/ (419 monthly statisteal welease, J+ot
the ordering addiess, see the ostde front cover, The Latest hastorical revision of the mndustial
production mdex and the capacity utilization tales was 1efeased in November 1995, See “A
Revision to tadustial Production and Capacity Utihzation, 1991 95 Federal Reserve

Budletn, vol. 82 (anuay [996), pp. 160 25 Tor o detaled descuption of the ndustral
production wdex, see Undustrial Producton. 1989 Developments ad Historical Revision,”™
Federal Reserve Bulletn, vol, 16, (GApul 800}, pp 187 201

)

. Standad industaeal <lassification,
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2,14 HOUSING AND CONSTRUCTION

Monthly frguaies at seasonally adjusted annual rates exceept as noted

1995 1996
[temn 1993 1994 (993 - —
L lune July Aug Sept Ot N, Dee Jan, Lol Mar.
Private wesidential weal estate activity (thousaids of umts except as noted)
Ntw UNLIS ’7
I Penuts amhorzed o L P 1,199 1,372 1,341 1,275 1,385 1,468 1,408 1,384 1,448 1478 1,472 141t 1,415
2 One-fanuly . . .. R 9%7 106K 997 954 1,011 1,044 1,073 1,051 1,069 1110 1,050 1,082 1,092
3 Pwotamly sowoe 00 oL 213 104 138 7 134 324 REN] 433 379 168 RbY) 329 121
4 Stutted . L 1,268 1S/ 1,354 1,01 1,450 1,401 1,401 1,350 1,458 1,425 1,453 1.544 1,435
5 One fanuly. L. .. 2o 1108 1,076 1,036 1,125 1,135 1,130 1,109 1,129 1,150 L1do 1183 1,165
6 Two-tomly ovmene oo 0 0 162 259 2R 268 125 266 7 242 329 278 S07 RRI| 270
7 Uneler consbuction at end ot [x'luxll. o 680 162 776 758 762 7 783 781 700 80K) 83 804 821
& One family ... Ce o 543 558 S47 534 539 547 S58 560 562 S04 S69 570 583
9 Two-lamily o oe L N 137 204 229 222 24 225 228 221 228 230 23 234 2
10 Completed .o o L 1,193 1,347 1,313 1,250 1,382 1,247 1.267 1,320 I, 460 1,225 1,403 1,322 1,390
1t One taly L o Lo 1,040 L160 1,066 1,049 1034 1,019 1.00Y 1,039 1,08 1,003 1,113 1,049 Lt
12 Pwao-Lamidy o mowe 153 I87 247 207 29% 228 258 2% 279 222 290 273 279
13 Mobile hones shipped = o000 L0 254 304 340 33 337 44 152 354 158 352 352 RIS 30+
Merchant budder acnveny in
ane-family unies
14 Number sold .. .. o R onG /0 G605 724 782 Wy 084 673 679 (LRI 724 727 a2
1S Number fon sale at end of penod! e 293 337 372 347 RES! 349 150 360 68 372 i 363 379
Price of wmts sold (thowsands
of dottaisy”
16 Median Lo . .. 126.1 1304 1334 1337 131.0 1319 J I 1452 1370 8.0 1310 138.00 1380
17 Average oo o e 176 1547 157.6 160.2 1542 1620 (55 6 156.2 160 7 165 6 §54.2 1635 162.3
EXISHNG UNITS (one-tunify )
18 Number sold | P . 3,800 FOATH) 4,801 3,800 1,070 4,050 4,090 4,070 4,000 3870 3,720 3,940 4,200
Prece of wunits ‘](/M {thentsandds
af dollary}
19 Meduan., .. o I 106.5 109.6 112.2 flo 6.0 117.6 1148 1132 114.4 1o 1148 1140 s
200 Average oL . o [REN 130.4 1384 143, 1425 (BRI £40.2 138.7 1395 \- 1387 4l 2 1387 1401
R S ER R L - DR L
Value of new constiuction (mllons ot dobars)?
CONSTRUCTION T r
21 Total put in place . . . .. oo 464,504 | 506,904 | 526,597 | S18,934 | 528,673 | 528,397 | S35,006 | SI4488 | 531,710 | 535,143 | 540,566 | S32,124 | 548,367
22 Pavate . L - . 359,101 376,560 | AR3RRT | 377486 | 184,307 | 85653 | K660 | IR ERY | 386,000 | 390266 | 392738 | 300,618 | 401,100
23 Resdentiad, o o000 0L 210,455 1 238884 { 236,114 | 228388 | 231,002 | 233,982 | 237,618 | 237,741 | 239427 § 241,950 [ 241,565 | 241,776 | 248,510
24 Nomesudentad .. L o L 128706 [ 137,682 | 147,773 1 149,098 | 153,305 | 151,671 | 149342 | 154140 | 147,230 | 148,306 | 1S1.173 | 148,842 | 152,509
25 Industezal baldmgs P 19,533 211 24,154 2446 24,399 24,202 24,006 24,964 24,574 24,153 25,125 23,847 24,215
26 Commercad buddings oL . 42,627 48,952 55,159 55,420 5715 55,709 55,079 56,472 55,482 57,596 56,185 55,309 S1,138
27 Other buildings ..., ..., . 23,626 24,912 23,900 23,447 24,528 24,015 23,962 24,547 23,753 24,043 24,511 24,405 2878
28 Public utihities and other ... 42920 44,007 44,470 45,818 47,3660 47,745 46,205 45,158 43,425 42,534 45,352 45,191 46,308
29 Public., L e 025,342 1 130387 ) 142718 ] AT ] 14,300 | 142,744 | 14N, 146 | 145,600 | 145,044 [ 144877 | 147,828 | 141,505 | 147,258
0 Military - P P 2,454 2,419 2,908 2,569 3,124 3,010 3,000 2,527 3,195 3206 3176 3,265 2846
3 Mighway. o0 0 BRI 37,431 19,882 42,221 40,875 44,274 42,912 42942 44,3514 43,361 43914 43,735 40,855 46,047
32 N Conservation and development. 5,978 6,228 6,316 o117 6,603 6,769 6,469 5,491 6,048 5,823 5618 5389 5,838
W %0me . | mare | s1o08 | 9271 | vnsse | 90365 | os0063 | 95645 | 93547 | 92440 | 91924 | 95209 | 85996 | 91932

b Not at annuak rates

2 Not seasonally adjusted

3. Recent diti on valite of new comstiuction may not be stictly compimable with data o
previous periods hecause o changes by the Buiean ol the Census auits estimating technigques,
For a descuption ol these clianges, see Comtrucion Reports (C 30 76°5), wssued by the
Censos Bureau in July 1976,

SOURCE, Buwcau of the Census estimates for all seties except (1) maobile homes, which ate
private, domestic stiprents as ieported by the Manufactured Housmg Institte and season-
ally adyusted by the Census Bureau, and (2) sales and paices ol existing wts, which we
published by the National Assoctation of Realtors, Al hack and canent figines e avinlable
trom the ongmating agency. Peinnt authonzations aie thase repotted o the Censos Burean
tiom 19,000 junisdictions begmning i 1994,



2.15 CONSUMER AND PRODUCER PRICES

Percentage changes based on scasonally adfusted data exeept as noted

Selected Measures

A4

hem

CONSUMER 'RICHS?
(1982 &4 100)

All items

Food.... .. PN .

Lnergy ttems .o PP

AN e Jess Joad and energy . L
Commodities Co

O Services .

PSRN

PRODUCER PRICES
(1982 o)

7 Finished goods, ... ...

K Consumer {oods ... .
b Consimer energy. . . ..
Other consimer gouds,

Capital equipment .

Intermediate materals
Excluding loods and leeds ..
Exeluding encagy.. ... . .. ...
Crade materialy

Vowds .
Huergy ..
Othey

14
15
16

Change hom 12
muothy et

1995
Apr.

< -

— X —

x

10.0
v
183

-1

1996
Apt,

25
2.0
08

1o

—

Cliange trom 3 months carlier
{ Canntial ey
1995 19960
S ——
~
June L Sept. Dec! M
RIS L6 2.4 4.0
RIS 17 (] i
58 - 0.8 LY (R%
3.0 2.8 22 49
9 20 1.7 20
43 0 25 4
13 16 44 25
25 88 44 3
1.5 102 108 178
29 IR 34 3
1.8 18 29 3
19 0 G 1o
2 [l 29 33
40 348 208 1.8
146 210 3y (L]
19 t7.6 18.4 6.2

Ded!

e

1995 W

Clange from b mont carlier

19960

e
Yan'! L Teb Mat Apr
4 2 4 4
I | O 3
19 4 1.4 3!
A . o |
4 ! 4 i
R 4 J 3
2 ) 5 4
2 3 [ i
25 7 24 2.8
2 1 | 0
1 t l J
4] A . i
1 2: .2 !
A A N 40
34 [ 59 1ov
R 5 1.8 )

Loy
level,
Apr.

juog !

150.3

1823
RN
165 (
TR0
1787

130y
1303

g1
1410
[38.0

AN
1334

o
LR
1588

1. Not seasonally adjusted.

SOURCI

2. Figuies tor consumer prces ae for all urban consumers and reflect aental equivalence

measure of lomeownetship

(LS, Depactiment of Labot, Bureiw of Labor Statishcs
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SSTIC PRODUC

2.16 GROSS DOM

Bitlions of curront dolions oxvept av voteds quarterty diaty ot sousina

T AND INCO!

uly 1996

Aceaant

GROZS DOMESTIC PRONECT

=
£

By soeree

H5340.2

#9334

© pes

2 Fersomyd consumption expossiiurgs
3 Durable 5 ... . ;
4 Mondurable gouds i
& Kerviees ... .
& Gross privawg domestic inve {HERNt) g
? nvestnien L. :
¥ Nonreaidential
g Suuctures ..., e e :
1 Producers” dwable cquipspant oL
1 Residential strochures oo . B E
12 Change in business vemonion (... ... :
13 Nonfarny y
14 Net exports of gosds and sorvices oL Ll FoE fHEN “
15 Biports oL i
16 dmpons . o
17 Governmeni consumpti H i
I8 Federal ..o oL . :
19 Stateamdfocal ..o oo P E :
By maior txpe of product
20 Fal sakes ES
Goods ... : P
Durable ... EEE
ondurable | w
Res L }
...... + <
ATEMO
29 Total GDP in zhained (9902 dotlars 63838 6068042 [T R £ 6 1.0 ERER:
NATIONAL INCOM
0 Totad L RoT %
31 Compensarion of emplbyees ... o 2
A3 Wayes and =afarics TN
33 Coverpment and government Smlarprises .o 00 L
kN e ... e RSN . : :
35 Supplement o wages and sdarios Lo Lo Lo L h :
36 Erpicyer contributions tor It
37 Other tabor income ... .
35 Proprietors” income! it
39 Business avd profe :
a0 P! . :
41 Rentd dreonme o peorsons” L Lo e N £
T Corporate PIOItS. Lo i
4 Peofits budore lax” ..o o o L
A1 Inventory valuation adjesument ..o o000
45 Cupital conswnption adjestment o L
46 Net interest L, i e 3 Wiy P
i Wah inverory vabhiation sad cupital consumpuion wipstments, RN i s

20 With capiad consaprpiion adjustroent.




247 PERSONAL INCOME AND SAVING

3

Hians ol current dotlars except as noted: yuarierly data at seasonatly adjusted annual rates

Selected Measures

A49

1995 1996
Account puo3 1994 1995
0l Q2 Q3 Q4 Q1
PERSONAL INCOME AND SAVING
E Fotad personal fncome oo 5.479.2 3,750.2 6.101.7 5.995.5 6,061.9 6,135.6 6,213.9 6,291.3
......... 3.090.6 34197 3.361.6 33933 3.442.3 34815 35159
781.3 8587 856.2 855.0 8599 863.5 865.2
Y i 5931 213 6428 6434 640.5 642.9 644.5 641.7
cindasiries Lo e T 6984 739.3 787.9 768.8 778.6 795.4 808.9 8109
1.026.6 10743 L1513 1.320.2 1.140.0 1,162.8 1,182.2 1,197.5
5842 602.5 621.7 616.3 619.6 624.1 626.9 633.3
3809 402.2 424.0 7.7 4220 4259 430.2 429.1
Hars” fconie L 420.0 450.9 478.3 4720 474.7 479.6 486.7 498.6
dusitess and professional! 388.1 4159 4493 4435 4471 451.5 454.9 460.0
! Fanm' L e 220 35.0 29.0 28.5 276 284 318 38.6
P2 Rentd tncome of persons (025 110.6 1222 120.6 121.6 120.9 1258 126.9
13 Dividends . 186.8 199.6 214.8 2095 2122 2158 217 226.6
P4 Porsonal terest income 647.3 a6l.6 714.6 701.9 7139 717.5 7252 730.8
13 Transler payments .. 917 956.3 1.022.6 1.002.4 1.016.8 1.029.9 1,041.4 1,064.2
I Ofdeage supvivors, disability, and | 4444 4729 5074 497.6 505.1 510.7 516.1 529.9
17 Less: Personal confributions for social insuranve ... 259.6 278.1 2945 290.2 292.7 296.2 298.8 300.8
IS FOrALs: Personal meomne ... L. R 54792 3.750.2 6,101.7 5995.5 6,061.9 6,135.6 6,213.9 6,291.3
T LS Pensonal s and nontax payinenty ..o 689.9 7314 794.3 770.0 801.5 798.4 807.2 8124
20 FEorarar Disposable personal incomie oL 4,789.3 5.0188 53074 5.260.4 5337.2 5,406.7 54789
N L Poronad outlays oo o PR 45729 4,826.5 5.066.7 50490 5.104.6 5,140.9 52147
22 BEQUALN: Personal Saving _oL L e 2164 192.4 240.8 2014 2326 265.8 264.2
ML
Per capina iohained 1992 dotlary
23 Gross dentestic prodbct Lo e 24,7242 253326 256138 25.559.1 25.540.2 25,695.9 25,668.6 25,7884
24 Personat consumption expenditures 16.807.5 174504 17,402.1 17.280.3 17.391.7 17,465.5 17,477.7 17,586.9
25 Disposaidle persoml income oL [8.075.0 18.320.0 18.757.0 18,6720 18.634.0 18,794.0 18,926.0 19.040.0
20 having e fpercenty Lo N 4.5 38 4.5 48 4.0 44 49 4.8
GROSS SAVING
ITOHTONS SHVITIE L 938.4 1,055.9 1,141.6 1,110.5 1,092.3 1,155.7 1,207.9 n.a.
964.5 1,006.0 1.062.5 1.039.9 1.007.3 1.076.1 1,126.6 na.
N o4 1924 240.8 2533 2114 2326 265.8 264.2
W adisiributed corpora 103.4 120.2 142.5 1206 122.3 162.0 165.2 na.
S Corporie inventory vihuation adjustiment —6.6 - 133 ~28.1 ~51.9 -423 -9.3 -88 =132
<aprtad consumption dlliwances
A2 CCIPUTEIe 417.0 $41.0 454.0 444.4 451.3 456.9 463.6 466.2
3V NOBCOIPOFAE ... Lo 2231 237.7 2252 220.2 222.4 2247 2334 2296
L Ciross covermmett saving ... P - 26.1 49.9 79.1 70.5 85.0 79.6 81.3 793
B3 tderal ~181.5 =119.3 -88.7 =99.9 ~86.3 -871.7 ~81.1 —-82.5
3 (605 [69.2 1679 170.4 1713 167.3 162.4 161.7
993.5 1,087.2 1,146.1 1,146.7 11139 1,150.7 1,173.0 n.a
8711 10144 1.065.3 1.072.0 1,050.3 1,074.8 1,064.0 1,079.4
2106 212.3 2219 219.1 2237 2247 220.1 2279
—-88.2 ~139.6 =140t ~144.4 - 160.1 - 1489 -111.0 n.a.
351 313 4.5 36.2 216 -5.0 -34.9 na.

v inventory vituation and capital consumplion adjustments,
apitai consumption adjustment.

SOURCE. U.S. Department of Commerce, Survey of Current Business.
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340 US, INTERNATIONAL TRANSACTIONS  Summary

Milliois of dollacs; quarterly data seasonally adjusted except as noted!

1994 1995
Tter credits o1 debats 1993 1994 1995 R ‘—‘—T" ] —
Q4 Q1 Q2 Q3 Q4r
I Balance on cunent account, . 99,925 151,245 152,915 - 43,277 - 38,454 43,142 40,250 3L073
2 Meichandise trade bidance” - 132,618 166,009 174,409 43,48% 44,459 - 48,654 43,326 38,030
3 Merchandise expotls .., 456,823 502 485 574 879 133,920 138,325 142,667 145,050 148,837
4 Merchandise impmt\ ........... 589,441 - 668,584 749,348 177,414 182,784 191,321 188,376 186,867
3 Mihtaty tansactions, net 448 2,148 2,810 679 542 SR/ BRY 792
6 Other seivice hansactions, nu .................... 57,328 57,739 60,242 15,342 ts.013 14,726 15,130 15,364
7 investment meonie, 1wt o S 9000 9,272 11,403 4,571 2,030 2,684 5,163 1,527
R LS povernment grants ... o 16,311 15,814 11,027 6,245 2,807 2,284 2,042 --2,934
9 1S, government penstons and other ||‘|nxln ™. 3,785 -4,247 3,114 1,063 082 889 887 056
10 Pravate wemitiscees i other tasfers, e e 13,88 15,700 15,954 1,031 397 3944 3,051 4,087
1E Change i US. governent assets othet than otheal
reserve assets, fet (Increase, ) o0 0 i e 330 122 -326 93 152 180 246 240
12 Change m US official teserve assets (merease, ) ..o o oo 1,379 5,146 - 9,742 2,013 5,318 2,722 1,893 191
[ Gold . .. .. . ... e . P 1) 4] 0 0 §] 0 (4 QO
I+ Special (h.lwmg xu,hls (SPRsY ..o s e 537 4l --808 121 R67 156 362 147
15 Reserve pustiion in International Monetary Iuml . A4 494 2,466 27 526 786 991 (63
1O Tureiga cuteeneies oo v e e 797 5,293 6,468 2181 3,925 1,780 1,204 501
1/ Changze in LLS, privade assets abtoad Omerease, ). . 182,880 130,875 - 270,028 - 56,258 - 69,085 97,453 25,870 76,720
18 Bank-teparted clanns”, - o 29,947 918 59,004 16,651 29,284 39,982 14,631 4,369
19 Nonbank-reported lelns .. . R . 1,581 12,621 -20,358 12,449 11,518 18,499 9,659 ..
200 US, [lllldhl\(\ of toresgn \uunllm ml ............. 141 807 49,799 -03,769 15,238 6,567 21,73 31,994 3473
21 S, duect investments abroad, net . L. 72,601 49,370 96,897 11,920 22,616 17,241 10,162 40,878
23 Clhange m torcign oflicial assets - Uited States (uercase, 1), . 72,146 19,409 110,483 421 22,308 .80 39,346 1,993
21 US. heasury secwmities, . PR e 48,052 30,723 068,773 7,470 10,131 25,109 20,489 12,984
24 Other US, govemment nlbll;_,dlll)ll\ 4,062 6,025 3,734 1,228 1,126 120 Si8 Tot
25 Other government labilities 1,706 2,211 1,814 692 154 506 89 1,373
26 Other US habihies wepoited hv LLS. h.mk\ 14,841 2,923 12,896 9,856 10,940 7,886 18,478 4,408
27 Other loreign oflicid assets Lo 2,585 2,473 3,266 45 2635 2,049 228 280}
28 Change in Joreipn prvate assets lut United States Gincease, 1) .. oL 176,382 251,956 315,842 85136 72,533 86,490 77,198 79,016
29 US. bank-ieported Tabalities™ .o 20,859 114,396 19,9060 34,676 531 12,239 24,578 20776
A0 US nonbank-ieported Tiabilaies. .00 oL 10,489 4,324 27,578 5,242 10,111 10,527 6,938 o
31 Foreign private putchases of U, ury \LLIIII[IL\ llLl 24,063 LXK SN 99,081 25,929 29910 30,315 57,192 1,664
32 borewgn puichases of other U8, secatities, net . 000 Lo 79,864 58,625 94,576 10,195 15,810 20,549 30,977 27,234
33 Forcign ducct mvestiients i United States, net 41,107 49,448 74,701 19,578 17,225 12,866 23,609 20,042
3+ Allocation ot special diawing, ||5I||\ ...... Q 0 4] ¢ i} 4] 0 0
35 Discrepancy . ... e e e 15,985 14,269 0,684 13,718 19,068 19,165 48,717 17,233
0 Due to seasonal Ad]uslmu\l S . B - .. . 82 6,162 317 7,076 600
37 Betoe seasonal adgustment ., . ., e e e 35,985 14,269 0,084 12,936 12,906 18,847 41,702 16,633
MiMO
Changes m official axsets
38 ULS. official teseive assels (mereiuse, ) 1,379 5,340 9,742 2,033 RIRIE 2,122 1,891 to1
19 Foiesgn oftficial assets e United States, gxxludm; Imu 25
anciease, 1)L e e S 70,440 37,198 108,669 L 22,462 17,30 39,257 9,620
A0 Change m Organszation of Pettofeun Expotting Countues ollical
assets 1 United States (part o e 22y .o 3717 1,184 4,482 1,120 322 -1 6,278 1,403
I Seasonal tuctors are oot caleadated for es 1216, 18 20, 22 34, apd 38 40, 4. Associated primatily with nnlitny sades contiacts and other transaclions atranged witli

2. Data are on an ternational accounts basts. The data difter from the Census basis data,
shown m table 3 11 tor icasons of coverage and tmung. Militwy expoits ate excluded trom

merchandise tade data and wie metuded aifine 5.

3. Reporting banks iclude all types of depository nstitutions as wedl as some brokers and

dealers,

or through toreign official agencies,

5. Consists ol investments e US. cotporate stocks and e debt seeanties of private
cotporations and state and local governments,
SOURCE  ULS. Depamtment of Connmerce, Butean of Economie Analysis, Survey of Cinrent
Business
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A4S SELECTED US. TIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS
Millions of dollais, end ol period
(B 1996
e 1943 oo —_——— 7 — - —— e ——— 7 ——
Sept Oct Now e Jan.! T'eh, Mar?
I Totat', 482,915 520,933 619,875 017,912 632,730 630,495 044,420 670,083 682,272
I nype s
2 Lyabihties reported by banks iy lh«‘( United States 60,721 /3380 (10,409 {08075 19,510 106,978' 134,769 103,000 103,314
L US Preasury infts and corticates 151,100 139,570 la3,003 157,277 171,360 108.531 174949 191,188 198,352
LS Treaswry bonds and notes
3 Matketable . 2230 254,059 2RO 248 291,948 RUTNORR] 203,684 300,299 314,9%0 319,728
S Nemmarhetable .. . . I o 5652 0,109 0,360 6,407 [V} 6491 0,120 0,159 6,199
6 1S secuntios other that US Fredsiny secusities” 11,205 47,8009 53,764 34,205 54,360 $4,808 54,283 54,660 34,649
Ry wreq
! Lwope 207.034 RERRYR RRENITRY 222004 228,180 222484 223,509 231,189 242,568
8 Cattacla . . 15,285 11,238 20,522 20,455 fu.538 19,473 19,078 18850 20,840
9 Lann Amenca aned Canbbean 55,808 Ho2 61018 61,544 63,341 66,570 70,631 70, 346 72180
10 As [CYNIM 236820 RO 105,025 1,648 N0I66! 20,512 330,004 335,000
At fs? 7Y (X381 1261 0,080 6,296 0,924 6,574 0,584
12 Other countues 200 NR2T 207 4210 1048 5,004 4,204 3,918 4,886

U Inchudes the Bastk 1or Intemationy Seulements

2 Punaipally demand deposits, tme deposies, Baghers acceptatices, cotnercn paper,
negotable tinie cottiicates of deposit, and bortowings under iepurchase aprecnients

3 dncludes nommarketable ceriates of indebiedness and breasury afts sssued o otticial
nstitaions ol foreign counties

Lo Iaddwdes notes sssaed 1o foreren olhical nonteserve agences Tndudes cunent value of
seto-coupon Lreastiey boad issues 10 loreign: goverinents s foflows, Sevice, hepmning
March TO8K, 20-year matunty issue and bepmamy March 1990, 30 year matunty 1ssuey

LIABILITIES TO, AND CLAIMS ON, FOREIGN{RS
Payable in Foreign Currencies

316

Millions of dollies, end of perod

Venezuela, begimnng Decernber 1990, 30 yem matunity assue; Argentina, begmaoing Apul
TU93, 30 yean matunty issae

S Debt secunnes ol LS, govenmment corporations and lederatly sponsened agencies, and
ELS corporate stocks and bonds

SOURCE Based on US Departiment of the Dreasmy data and on data repaorted G the
depatiment by hanks (mcludimg Federal Reserve Banks) and secuities dealers m e United
Stistes, and on the 1989 benchmak survey o) loresgn portloho investient me tye United
States.

Repotted by Banks in the United States!

1995
Ttem 19492 1993 1944 —_— T ———
June 4 Sept, Dec.
I Banky™ liatnhines 12,1960 78059 KO 284 96,139 o621 102,008 112,521
> Ranks' clams 62,7194 62017 60,689 FANEN TTN4R 09,450 74874
i Deposils J2i0 20,904 19061 214820 2R900 25,112 22,688
1 Other clasms . , L 18.559 EENARE) G008 4832 48,029 43,138 52,186
8 Clanns of hanks™ domestic customiees RN 12854 10,878 K879 10,244 0,024 0,145

T Data onclams exclude forerpi cwrences hefd by S8, mometary aatlonsties,

2 Assets owned by costomiers ot the teportig bk Jocaled methe Unied States thiat
represent clums on forergners held by teporting banks for the accounts of the domestse
chustoners



Bank-Reported Data  A53
3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States'
Payable in U.S. dollars
Millions of dollars, end of period
1995 1996
Tiem 1993 1994 1995°
Sept. Oct. Nov. Dec.’ Jan. Feb. Mar.P
BY HOLDER AND TYPE OF LIABILITY
1 Total, all foreigners............................... 926,672 | 1,014,757° | 1,095,493 | 1,074,402 | 1,098,512 | 1,104,705 | 1,095,493 | 1,094,316" | 1,096,735 | 1,096,645
2 Banks' own liabilities................ ... 626919 718,440 749,373 735515") 762,723 755089 | 749,373 | 743,137" | 727,745 | 726013
3 Demand deposits. . 21,569 23,386 24,450 704 23,161 23,114 24,450 22,1827 23,507 24,401
4 Time deposits 175,106 186,512 193,238 | 188,154 202,532 193,884 193,238 | 198,513 192,022 193,019
5 Othe ......... o] Tt 112,984° 139,147 [ 136913" 146,456 154,115 139,147 | 141,947° 148,524 138,128
6 Ownforeignoffices”. ....................... ... 318,273 395,558 392,538 | 386,744 390574 | 383976 ¢ 392,538 | 380495 363,692 | 370465
7 Banks’ custodial liabilities® . ........................ 299,753 296,317 346,120 | 338,887 335,789 | 349,616 | 346,120 | 351,179' | 368,990 | 370,632
8  U.S. Treasury bills and certificates®. - 176,739 162,857 197,341 193,070 188,575 201,845 197,341 { 203478 223,395 228,705
9 Other negotiable and readily £
INStUMENtST. . ... e 36,289 42,532 52,246 47,279 47911 49,969 52,246 46,973 43,404 40,483
10 Other......ooiiiiiiiiiiii i 86,725 90,928 96,533 98,538 99,303 97.802 96,533 |  100,728" 102,191 101,444
{1 Nonmonetary international and regional c:rganizr,ationsxs v 10,936 8,606 10,939 13,011 10,294 9,794 10,939 10,606 10,483 9,476
12 Banks’ own liabilities............................ 5,639 8,176 10,247 12,120 8,466 8,339 10,247 9.612° 9,688 8,558
13 Demand deposits. . 15 29 21 24 77 33 21 30 43 16
14 Time deposits’ . 2,780 3,298 4,656 4,315 3,901 3,631 4,656 4,385" 3,379 3,584
15 [0 S AR 2,844 4,849 5570 7,781 4,488 4,675 5,570 5,197 6,266 4,958
16 Banks’ custodial liabilities® P .. 5,297 430 692 891 1,828 1,455 692 994 795 918
17 U.S. Treasury bills and certificates' 4,275 281 350 354 1,342 962 350 764 555 564
18 Other negotiable_and readily transferable
instruments’. . ... L 1,022 149 341 537 486 493 341 230 230 298
19 Other ... i 0 0 1 0 0 [} 1 0 10 56
20 Official INSHULONS® . . ...\ 0ottt eieeeiinnnns 220,821 212,956 | 275,512 | 273,502'| 265352 280,882} 275512 | 277,718°]| 294,284 | 301,696
21 Banks’ own liabilities. .. 64,144 59,935° 83,031 86,356 83,837 85,551 83,031 84,890 83,931 87,857
22 Demand depogits. 1,600 s 2,098 1,362 1,646 1,690 2,098 1,522 1,655 1,423
23 Time deposits’ .. 21,653 23,511 30,970 32242 30,634 30,627 30,970 27,919° 29,710 31,696
24 [0 40,891 34,8607 49,963 52,752" 51,557 53,234 49,963 55,449° 52,566 54,738
25  Banks' custodial liabilities® .......,............... 156,677 153,021 192,481 187,146 181,515 195,331 192481 | 192,828 210353 | 213,839
26 U.S. Treasury bills and certificates®. .............. 151,100 139,570 168,534 1 163,093 1572717 171,366 168,534 | 173,949 191,188 198,382
27 Other negotiable_and readily transferable
instruments”. .. .. ...l 5,482 13,245 23,603 23,7177 24,000 23,610 23,603 18,532 18,138 14,970
28 Other ... 95 206 344 276 238 355 344 347 1,027 487
29 Banks'® Lo 592,171 678,356'1 687,760 | 670,562" | 699,109 | 687415 687,760 | 6830227 | 666335] 663,536
30 Banks’ own liabilities...... .. 478,755 563,466 564,185 547954"| 575,678 562,115 564,185 | 554,793 | 537,029 | 536,443
3 Unaffiliated foreign banks. ] 160,482 167,908" 171,647 1 161,210 185,104 178,139 171,647 | 174,298" 173,337 165,978
32 Demand deposits.-. . . .. S 9,718 10,633 11,746 11,818 11,341 11,232 11,746 10,247 10,948 11,813
33 Time deposits’ .1 105,262 111,171 103,837 98,668 114,401 105,401 103,837 | 110,665 104,436 101,088
34 Other’ ........ . 45,502 46,104" 56,064 50,724 59,362 61,506 56,064 53,386 57,953 53,077
35 Own foreign offices™. . ............... ... ... 318,273 395,558 392,538 | 386,744 390,574 1 383976 | 392,538 | 380495 363,692 370,465
36  Banks’ custodial liabilities® .......,..... e 113416 114,890 123,575 | 122,608 123,431 125,300 123,575 | 128,229° 129,306 127,093
37 U.S. Treasury bills and certificates®. . ............. 10,712 11,240 15,869 16,170 16,429 16,687 15,869 15,992 17,947 15,967
38 Other negotiable_and readily transferable
ISUUMENtS”. . ...\ttt 17,020 14,505 13,035 9,690 9.754 13,070 13,035 13,590 12,094 11,864
39 Other . ... 85,684 89,145 94,671 96,748 97,248 95,543 94,671 98,647 99,265 99,262
40 Other foreigners . . . 102,744 114,839 121,282 117,327 123,757 126,614 121,282 | 122,970 125,633 121,937
41  Banks' own liabil 78,381 86,863" 91,910 89,085° 94,742 X 91,910 93,842" 91,097 93,155
42 Demand deposits. . . 10,236 11,160 10,585 10,500 10,097 10,159 10,585 10,383' 10,861 11.149
43 Time deposits . 45,411 48,532 53,775 52,929 53,596 54,225 53,775 55,544" 54,497 56,651
44 Other’ ...t 22,734 27,1717 27,550 25,656" 31,049 34,700 27,550 27,915 31,739 25,355
45  Banks’ custodial liabilities® ....................... 24,363 27,976 29372 28,242 29,015 27,530 29,372 29,128 28,536 28,782
46 U.S. Treasury bills and certificates®. .. ............ 10,652 11,766 12,588 13,453 13,527 12,830 12,588 12,773 13,705 13,792
47 Other negotiable7and readily transferable
instruments’. ... i e 12,765 14,633 15,267 13,275 13,671 12,796 15,267 14,621 12,942 13,351
48 Other ... 946 1,577 1,517 1,514 1,817 1,904 1517 1,734 1,889 1,639
MEMO
49 Negotiable time certificates of deposit in custody for
foreigners. ... ..o 17,567 17,895 9,099 9,938 10,290 9,837 9,099 10,479 10,544 10,005
1. Reporting banks include all types of depository institutions as well as some brokers and 6. Includ ketabl ifi indebted: and Treasury bills issued to official

dealers. Excludes bonds and notes of maturities jonger than one year.

2. Exclud gotiable time certi of deposit, which are included in “Other negotia-
ble and readily transferable instruments.”

3. Includes borrowing under repurchase agreements.

4. For U.S. banks, includes amounts owed to own foreign b and foreign
ies consolidated in quarterly Consolidated Reports of Condition filed with bank regulatory
agencies. For agencies, branches, and majority-owned subsidiaries of foreign banks, consists
principally of amounts owed to the head office or parent foreign bank, and to foreign
branches, agencies, or wholly owned subsidiaries of the head office or parent foreign bank.

S. Financial claims on residents of the United States, other than long-term securities, held
by or through reporting banks for foreign customers.

B eidi

institutions of foreign countries.

Principally b

deposit.

8. Principally the International Bank for R
American Development Bank, and the Asian D

ial paper, and time certificates of
and Develoy the Inter-
" Bank. Excludes “*holdings of

dollars™ of the International Monetary Fund.

Setilements.

10. Excludes central banks, which are i

fnded in “Official i

”»

9. Foreign central banks, foreign central governments, and the Bank for International
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307 LIABILITIES TO FOREIGNERS Reported by Baoks in the United States'

- Continued

Trem 1993
ART A
SO Fotad, all foreigners. .0 0 L L . . 920,672
51 Foreign countries ... . . PN e 915,736
52 Fuope L . e e e . 91
53 Austini . . .. 1917
S Belpum and \\x\n\lmm)- . . . S JROT0
55 Denmakh .. . e e e 517
S0 Daland . . . e . S 1,872
57 France o o o RN
S8 Germany BN .o o . Co RIRT
9 Greeee L e e 1,519
60 laly . o PN . . . . 11,759
8] N(lhul.uulx . P . . A 16,090
62 Nowway .. o P 2966
63 Puntugal . . RN P .. . 3,306
64 Russin . A P e 1501
65 Spum. e 20,496
66 Sweden . T Y 2138
67 Swizaland L S . Ve 41,560
O lukey. . o Lo 1,227
0 United Kmydmn - P . AP 131,993
0 Yugeslavia!! A 372
73 Othey Furope Aml otliel munu u SSR L IRRET
72 Conasda, . o o . e 20,235
73 5 ann Amenca and Canbbean . . P . 362,238
o Argentona, . . B .. Lo . 1h477
/5 Babamas L e e 13,820
/6 Beimwda . . . BN S R
71 Bl Lo S . . e 3301
™ Butish West [ndu N . . . Co . 103,699
70 Chale . - o . . e o 4,183
80 Colombia L . . . P 3171
81 Cuba PP .. . Lo . 3
%2 Lovador P . R8O
83 Goatonala . o EU o . . 1,20/
R4 Jamatea . . o . A0
RS Meawa, . e e 2049
86 Netherlands /\nnlln Soee e P 4,080
RS Panwna . . . . . 3,582
88 DPeru N B . Lo e 929
B Uniguay . . P . L 1,611
90 Veneeuela . o . . . . 12786
ol Othey . e P 0,427
0 Asi B . . L e e 14,527
Ching
93 Pepple™s Repubhe of Chna PN 0L
DX} Republic ot Cliuna Clunwan) . P . 10,627
95 Homg Kong . 0. Co e 17,132
U6 ndia . . e . . [HER]
9/ bddonesa . L e e 1,986
0% dstael . . 4435
9 Japan . S L . 01,100
10 Kowea l\nulh) o R . P I 49138
100 Phibppuses . . e 2,048
102 Thaland . . S e 0,147
1073 Middle Fastem ol e xpmuny wumm\ . . 15.822
104 Othey . . Lo e [RRDS
108 Abnca . . PR . 6,033
06 Lavpy . B P e . 2,208
10/ Motoceo . P . o
18 Sonth At . . Lo . 451
O Zane C e . . 12
T (- l‘quuuug umn\nu 4 e e e 1,303
(RN} Other . P e . 2,564)
112 Other . A . [ 4,102
A Anstiali . . P s 3,308
1 Othe . PP hER)
115 Nonmanetaty e atonal and reptonal organizations . 10936
16 Inemanonsl! o RN R . 0,851
P17 I atin Amenican uglmml Wt . o 1218
P Omer seponal . . . N . Ko7

1094

1,014,757
L,0u6, 151"

{90, 70
1,588
JVKTT
2884
1416
14,155
2109
1,393
11885
16,033
2,438
2,840
2,736
14675
3094
0,515
(RN
163,792
REN]
27,169

24,768

128797
17,203
104,002
K424
9145
229,546
3,120
Hals
13

875
R
Ry
12,250
5.2/
1551
900
1,597
13,983
0,700

154,320

10,006
9844
17,102
2338
1,58/
5157
62975
5,124
24
04006
15482
15471

60523
879
97
433
9
1343
2762

6130
5,142
8491

8,600
7.537
613
450

109!

1095493
1,084,554

362,786

20,389
26,363

440,216
12236
93991

897
23797
908
2828
3,606

8

[R18]
1275
481
21,558
4072
4,265
9t
1R
(1RG4
754

240,775

11,750
10714
20,304

$A73
2,708
1073
109,193
5,782
3089
(2279
15,582
18,928

764
2,136
(4
139
1
1,797
2855

0,773
5,044
1,129

10,954
9200
X093
840

I

Sept

—

1,074,402'
1,06t,391"

362,284

J3RRO
20,052

FERERRL
{1,180
42850
5,995
27,592
234,637
2,098
3,257

4

L130
1,197
84
22,069
5,008
4,682
Gty
1,839
197t
6,810

223,005

2273
10,253
21,865
2914
2,400
4,009
104315
S84
2,786
11,803
16,895
17,032

10338
2027
749
167

G
1,792
3,559

5,594
4777
817

(3,08
11,279
K76
RS0

1495

Oct.

Nov

LOYS,5E2 | L 104,705

LOSK.2IN | 1094911

176,107
4887
25,192
LT
24419
43,134
26,302
2013
10,251
14933
1,048
2902
7
13,467
2018
42,588
1067
147,448
210
22930

15,3740

439,920
11,539
96,287
6,580
27,366
246,053
2,574
3,399

13

L3t
1,068
4300
20,894
5,049
4,561
89/
1,856
12,642
1092

222967

22341
11,729
21,893

10,294
8458
552
1,284

REEVOIRS
1755
28,357
J418
RIS
0415
26,798
2,065
10,759
15,317

148,384
171
28398

27450

436,580
13,031
87,719

6.561
27304
240,353
2,600
ERNX}

¥

107
1210
J47
2,993

18427

2,793
1907
6l
1,206
9
1826
2,745

6,851
5,158
1,095

9,794
RAT0
371
9§53

Dec!

1,095,493
LO¥4,554

02780
3,537
RES %)
2,921
2831
319,20+
240035
2,011
1).875
13,724
1,304
2,761
1,950
10,012
3,245
43,027
PRRE)
134,127
177
20,389

20,3614

240216
12,236
94,991
4,897
23,097
230,083
2K25
3606

%

1,415
1,275
481
21555
70
4,265
[y
1,535
11,810
7541

240775

33,750
7
200304
1,373
2,108
S.0713
109,193
5,742
3,089
12,279
15,582
18,908

7040
ENRN
3R]
739
10
1,797
2855

6,743
3,04 1
Lo

10,949
0200
hR]
840

Jain

1,094,316'
1083710

108,325
337
24,881
2979
2421
39,697
25,088
1,998
u.650
11350
1,067
4055
7,858
11,838
2,558
40,800
4450
152,651
163
21612

28,625

435,708

12,062
74499

ERLA VAN

3571
12,311
20,307

3,201
200
4,348

106,728

5,000

2730

5,203
4,820
8§77

10,606'
PYRRE
349
634

1096

Ieh, L—M:u."
1,096,735 | 1,096,645
1,086,252 | 1,087,169
374HMMR 370,550
2996 2872
27,482 25,5600
1,801 2876
2,409 1,768
41099 41,459
24,095 25,208
2,003 1,966
124608 11,475
12173 12,789
1246 1,084
2931 2843
9,180 09,321
11,589 18,976
2813 27560
42,010 39,083
4,559 1104
140,985 [RENRD
163 {13
23,026 22,08
27434 21,359
421,991 4335914
11,764 11,985
91,201 KR.O0K1
L7002 5,045
21,760) 210002
227,480 240,640
2712 2815
3890 3 w,

7

b,200 424 L
1,074 1,059
405 504
24899 24582
4,004 4,402
4168 4,025
1,092 00
1,726 E00%
12,681 13148
1738 7820
249,452 242,43
42200 24
12,9585 15,513
22,280 20,187
3507 1990
2,349 2,169
5,780 5,344
113,366 7,
5,607 5873
2,306 2,330
13,389 12,158
13,491 14,235
22030 18,888
7818 7,89
2478 2057
52 [¢5
605 38
8 v
1,968 1,706
2,750 2839
3500 06,2218
4,503 9,239
1,006 984
10,483 9470
4,400 FCRYY
132 758
42 T80

11 Simee December 1992 s exeluded Bosaa, Croatia, aisd Slovenia,

12 Inetdes the Baok for Intanational Settlements. Siee: December 1992,
wctuded all parts o the former USSR (except Russa), and Bostia, Croatiz, aid Stovenna
13 Comprises Bahuan, T, bag, Kuwiat, Onea, Qatan, Saadt Arabia, aud United Arab

Fronates Chcial States)
14 Compnses Algen, Gabong by, and Nigena

tor tuterationad Settlements, whach s included m

15, Punaipally the bitcinational Bank 1o Reconstiuction ad Developient, Pxchides
has “holdimngs ot dollns™ of the Intentional Monetaey Tund,
16 Paoepally the Inter-Amencan Developnent Bank
17, Astan, Alncan, Middle Fastern, and Faiopean regional organizatons, except the Bank

“Other Bnope.”
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3.18 BANKS' OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States!
Payable in U.S. Doltars
Millions of dolhus, vnd of period
1995 1990
Al o country 1993 1994 1995 )'_—_'—_—”‘ e B I R —
Sepr. Oct. ’JL Nov. I, JunJ lich. M *
I 'Total, all foreigners .. .. ... ... .. e e 488,497 483,242 526,351" 515,573 522,046 533,906 526,351 522,9349" 515,575 525,045
2 Foreign countries .. .. e e e e 486,092 478,651 524,420' 512,746 520,988 532,485 524,420" | 520,637 513,426 521,292
A Buope oo G e e e (23,741 123,380 13h 3o 116,784 131,519 111,660 130,46 11,923 118,574 147,482
4 A Lo . . 41?2 692 565 670 300) 63y 565 ORI Ty 792
5 Belgium and 1, llxunlmm;, e 0,738 7,599 7,056 7,103 10,691 7,599 8,365 8,519 5,728
6 Dennirk . 1.129 403 572 634 602 403 541 594 98
7T Fadand | 512 1,055 1,221 1L,9lo 1,097 1,055 1,397 1,304 1,782
8 Thaee 12.146 14,709 13,956 14,807 15,259 14,799 12253 13,104 13,782
9 Caimany 7,608 H,864 8,001 8,081 8,431 8,804 K072 8,774 9,200
10 Gieeee 604 449 3KS 404 378 449 885 603 S07
X {taly 6,043 5,364 5,921 5,530 5,300 5,164 5,010 4,838 5,850
12 Nethetlands 2,959 5,081 4,09 4,592 4,000 5051 1,308 4,922 5,353
13 Nuway ... 504 [{G] 1,392 1,457 1,376 ({8 1,0v8 1,408 1Lo1o
l4  Portugal 938 8Ky 986 1,336 RO 888 853 743 )1
15 Russw .. w13 () 421 696 4949 060 of8 115 RO8
16 Spain 1,530 2,166 3,520 3,162 3,191 2,166 181t 4,041 5,412
17 Sweden . 4,098 2,060 2,700 2,042 2,362 2,060 2315 PA R 2,056
I8 Switzedand R 6,605 5,746 7,074 71,240 0,335 5,925 7,074 4,613 4,016 4,841
19 Turkey ........ ..., e e L 878 78S 807 330 926 745 732 07 17
200 Unied Km;,dmn e 62,013 66,840 07,388 44,522 o%,015 06,911 67,388 15147 78,040 13,120
21 Yuy)sldvm ....... 473 208 147 234 233 2 147 AR 1% 120
22 Omer Ewope and ulhu Inmnl U\ 1,784 1,171 4,334 1,788 2,166 1,525 4,334 Loid 3,273 4,603
2V Canadit L. e e 18,617 18,490 16,105 18,811 17,820 17,010 16,105 15,690 13,834 13,504
24 Latin Ameica and Caribbean .. L N 225218 223,523 257,399 250,441 251,325 266,635 257,399 257,146 248,554 252,615
25 Awgeatina ... e e e 4,4/4 5,844 6,439 6,110 0,003 6,090 0,439 0,185 6,057 0,224
26 Bahwnas e e 63,353 66,410 59,258 02,796 55,788 60,030 59,258 00,284 63,31t 65,017
27 Bennuda 8,901 4,481 5,718 0,012 5,537 8,096 5718 St 4,742 4,833
28 Wil L. PR 11,848 Y5381 13,297 13,073 13,344 12,983 13,297 11,282 13,915 13,803
29 Britsh West ]“(llL\ . Cee e 99,319 95,741 123,914 120,012 123,700 129,472 123,014 122,759 108K 1Y L13.076
W Chile 0. e e e e 3,643 3,820 5,024 4,388 4,660 4,775 5,024 4,990 4,593 4,540
A Colombia . 3,181 4,004 4,550 4,358 4,593 4,516 4,550 4,622 4,492 4,547
32 Cuba ... o 1)) 0 4 ] 0 0 0 [t} 0
33 Eeoador 081 682 825 805 846 847 K25 841 842 OR7
14 (temala 288 366 457 304 185 424 457 439 461 405
35 Jamaca 195 258 324 287 289 285 323 200 102 341
36 Mexico . 15,879 17,749 (8,028 16,990 16,6587 16,820 18,028 17,114 17,167 10,957
¥/ Netherlands Antilles 2,683 t,396 9,229 5531 9,233 2,048 9,229 11,043 12,973 10,902
¥ Panama .. 2,894 2,198 1,018 2,594 2846 3049 3018 2,845' 2,820 2,011
39 Peru 657 947 1,820 1,464 1,501 1,571 1,829 1,762 1,928 1,935
40 Uhaguay . . . G e 964 503 460 3R6 441 414 466 422 464 623
41 Venezuela C e G e 2,910 [R:R1 1,601 1,480 1,826 1,695 Lool 1,575 1,572 1,557
42 Other . ... o0 o e 3,361 3,660 3363 3,792 3,680 3488 3,363 a7 4,023 3,541
48 Asi L. G e e e 111,778 107,079 115,400 120,225 114,575 111,443 115,406 108 98v* 106,987 e 42
China
44 Peopte’ Republic of Clona ..o o000 AN 2,271 840 1,023 1,316 t,241 1,069 1,023 1.014 1,351 2439
45 Republic of China (Taiwawy . Ce e 2,625 1,448 1713 1,584 1,595 1,484 1,713 1,407 1404 1,729
46 Hong Kong e e 10,828 9,161 12,808 15,677 12,539 10,713 12,808 13,254 13,867 15,545
47 Indie .. oo 589 9494 1,840 1,944 1,924 1,823 1,846 1,864 1,859 1,869
48 lnd()llc,\ul e e 1,527 1,470 1,678 1,596 1,623 1,583 1,678 1,458 1478 1,599
49 sl cooooooooos o0 s e e 826 6R8 734 714 AR6 128 73 008 681 0665
50 Japan 00,032 59,151 61,308 63,079 6l 874 63,522 61,308 55,897 55,077 52,605
St Korea (Snlllh) ....... 7,539 10,286 14,136 12,992 13,357 t4 115 14,136 14,501 15,454 17,240
52 Phihppines 1,410 602 1,350 725 073 189 1,350 814 179 1,202
53 Tardand .0 oo 2,170 2,902 2,597 2,594 2,504 2,53 2,597 2397 3,256 3,051
54 Maddie d Lastein ot upmlmg countiies’ . R 15,115 13,748 9,639 11,723 9963 92,6004 02,639 8,053 60,410 7,148
55 OWCE e U 6843 5733 6.482" 6,25 6,328 6A7S 6AR2 1662 5369 S993
SO Africa .. o0 L0 L e 3,861 3,050 2,727 2,705 2,783 2,732 2727 2,198 2879 2,884
ST BEgypt oo o0 o 16 225 210 202 224 208 210 208 237 24/
38 Moroceo | 481 429 514 647 457 433 514 514 S0l SHS
39 South Afueca ... ..o .0 L 633 o 465 454 604 462 465 483 520 se7/
60 Zadie ... .. 4 2 1 2 1 l 1 | [ 1
6l Oil-exporting u)lumlg\‘ PN 1,129 R0 552 015 586 578 552 589 520 516
62 Other ... ... 000 L 1,418 867 985 785 9F1 94() 985 1,003 1,034 968
63 Other . ..o 2,80t 1,129 2,467 3,780 2,966 3,005 2,407 2,001 2,598 3,605
64 Austiabia . AR 2,037 2,186 1,622 2,639 298 1,969 1,622 1,822 2,243 2,045
65 Other ... e e 8213 943 845 1,14] 871 1,036 849 209 RN 10240
66 Nonmonetay international and regional organtzitions® . 2,408 4,591 1,931 2,827 1,658 1,421 1,931 2,402 2,149 1,803

1. Reputting banks include all 1ypes of depository anstitutions s well as some biokers and

dealers.

2. Since December 1992, has excluded Bospia, Croatia, and Slovenia,

A, Icludes the Bank tor ntermational Scttlements. Siace Decewbey (992,
paits of the tormer LSS R (except Russia), and Bosnia, Croata, and Slovenia.

inmrates {Tracial States),

has mictuded all

5 Compuses Algetia, Gabon, T ibya, and Nigeua,
6. Excludes the Bank for Intemnational Settlements, which s included o *Other Burope ™

4 Comprises Balram, Iran, Trag, Kuwait, Oman, Qatar, Saude Aiabia, and United Arah
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3.19 BANKS’ OWN AND DOMESTIC CUSTOMERS™ CLAIMS ON FOREIGNERS Reported by Bunks in the United Staies'

Payable in U.S. Dollars

Millions of dollars. end of period

1993 1490
Type of claim 1993 1994 1995° -
Sept. Oct. Nov, bee! Jan! Fob, !

TTotal. ... 575,613 599.521° 649,118 645,193 649118

2 Banks’ claims. . ... 488.497 483.242 520,351 518,573 522.646 533.000 520350 52203 325005
3 Foreign public bosrqwers. . 29.228 234106 22500 20,863 19351 22500 AN KR

4 Own foreign offices™ ... .. 285.510 283,183 303902 303,573 33002 00,730

5 Unaffiliated foreign banks . 100.865 2 98.700 103,949 G700 47.23%

6 49.892 37.343 50,767 47.103 37.343 15820

7 Other. . 50973 01,357 56,765 30,846 61.357 ol 718

8  All other foreigners 72.894 67415 101,249 87.361 Y4261 [01.240 HHLS3R

9 Claims of banks' domestic customers” . . . . . . 87.116 116,279 122,767 129.620 767

10 Deposits ................ il 41,734 64.820 529 66,007 R

11 Negotiable and readily transferable

instruments” ... 311806 36.008 45,263 45190 o o 45,203
12 OQutstanding coliections and other
claims ... 14.196 15.442° 19973 18,362 w7y
MEMO
13 Customer liabitity on acceptances.......... 7918 8.427 8379 882 . .. 8.379
14 Dollar deposits in banks abroad. reported by
nonbanking business enterprises in the
United States™. ... ... ooeeeeiinnnns 29150 32.796 3077 350414 33828 31358 717 27793 32,749 i

{. For banks’ claims, data are monthly: lor claims of banks’ domesiic customers, data wre
for quarter eading with month indicated.

Reporting banks include all types of depository institution as well as some brokers and
dealers.

2. For U.S. banks, includes amounts due from own loreign branches and foreign subsidiar-
ies consolidated in quarterly Consolidated Reports of Condition filed with bank regulatory
agencies. For agencies, branches, and majority-owned subsidiarics ol foreign banks, consists

principally of amounts due From the heud ofiice or parent feecien bank, and frem Toreign
branches, agencies, or wholly owned subsidiaiies of the Bead office or paent farcigae bank.

3. Assets held by reportir counts of eir doniestic custonicrs.

4. Principally negotiable time centiicates. of deposit, banhers aceeptinees, and commercial
paper.

S, Includes demand and time deposits and negoiable ad nenpregenable certineares ol
deposit denominated in LS. dollars issued by banks abyoud.

320 BANKS' OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United Siates'

Payable in U.S. Dollars
Millions of dollars, end of perind

[RUAY
Maturity. by borrower and arca® 1992 1993 1994
AMar. June Dee
PTotal ... 195,119 202,566 200,042 200.864 220,186 116976 222347
By borrower
2 Maturity of one year or less 163,325 172,602 168,331 16389} 156,302 178,600 1760343
3 Foreign public horrowers 17813 {7828 15435 15482 15817 WHATT 4093
4 All other foreigners . .............. .o 145,512 154,834 152890 130,409 170493 1d R0 tet 350
5 Maturity of more than one year 3794 29,904 30708 34073 33368 AR 3
6  Foreign public borrowers . . . . .. 10.874 7838 8150 7.802
7 Allother foseigners .. ... ... ... 18528 19.030 23873 26823 23074 30,000
By area
Maturity of one year or less
Europe 53.300 57413 55742 53070 60,323 RERIES]
9 Canada.. . 6.091 7727 6,690 6878 TRIR .059
10 Latin America and C 50,376 60.490 SKRT7 01946 68.0301
8] Asi 45,709 41418 39.851 37.605 [RIVER}
2 Africa.. 1.784 1.820 1.376 1.227 1417
13 Altother®. ... ... 6.065 3794 5.795 .08 442
Maturity of more than one y
14 TBUope ... 5.310 5.026 4240
15 Canada.... 2 1005
16 Latin America and Caribbean 14.025 15624
17 Asia 3.6006 7.261
18 1,935 1010
19 347 847 1048

1. Reporting banks inctude all types of depository institutions as well as some brokers and
dealers.

2. Maturity is tine remaining antl maturisy
3. Includes nonmonetary internaiionad and yegional orgaeizaiions.
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)

21 CLAIMS ON FOREIGN COUNIRIES  Held by US. and Foreign Offices of ULS. Banks'

Billicas of dollars. end ol period

I I
1993 1994 1995
Ajca oF country (D3] 1942
Dec. Mar. June Sept. Dec. Mar. Junc Sept. Dec.
1 Total A . 3435 REEN 407.7 476.8 486.1 486.4 496.6 539.7 5240 3245 549.1
2 e o countries aikd SwitZeriaea L. 137.3 13 1618 178.4 1733 1826 190.6 208.7 20%.5 195.5 200.3
T Bedgum apd Loxembouwry R . . 6.0 S0 74 8.0 8.6 9.6 7.0 8.3 7.3 8.5 12.1
France. .. PN . . . 1. 15.3 12.0 lo.6 186 0.7 19.1 198 9.3 17.5 192
SOGOMRIY . . RN 83 0t 12.6 297 247 240 247 312 2949 28.6 26.9
6 lady S e . 5.6 6.3 7.7 15.6 13.0 H.6 1.8 10.6 10.7 12.6 iLs
7 Netherlands . ... A B 47 28 4.7 3K 34 34 3.6 35 4.3 3.9 33
& Sweden. . o R . (R 23 27 29 3.0 2.6 2.7 31 30 27 27
v Switzerland L P . . 34 ERN a9 4.5 54 3.5 5.0 57 6.2 6.0 6.1
10 United Kingdom .., ... R . . o84 0.7 843 69.9 64.9 784 85.7 89.9 86.7 79.8 80.7
o Canada .o L AP . AN 6.3 6.9 78 9.9 10.2 10,0 10.5 [FN| 1LY 9.4
120 dapmr ..o L IX8 17.6 e 1 207 16.5 20.7 259 221 24.0 28.5
13 Other indostriadized couwntnes ... 228 240 256 42.2 426 12.6 45.2 44.0 43.3 498 50.0
B Austiee . L . 6 [ 4 10 1.0 1.0 1.1 9 N 1.2 9
IS Deamark. . 9 O 1.0 1.1 t 1.0 1.3 1.7 il LY 2.6
16 Tdmand. .. 7 < 4 1.0 8 R 9 il S N 8
17 Greeee oo F - B . 20 A0 32 38 1.6 33 45 49 5.0 5.1 5.7
I8 Nor J B . AN . 1.4 1.2 1.7 1.6 1.6 1.6 20 24 18 23 32
19 Portugal .. ... ....0 S K3 4 X 1.2 ! La 1.2 1.0 1.2 1.7 1.1
2y Span oL L PN i . . 8.3 8.9 Q.0 13.2 126 4.0 13.6 14.1 123 13.3 11.6
21 Turkey ... P 14 i3 2 24 21 1.8 16 1.4 1.4 20 1.9
22 Other Westen Burope . .. A Lo 18 1.7 20 31 2K 1.0 27 2.5 2.6 30 4.7
230 South Afvica. ... L . R 19 17 1t 1.2 1.2 1.2 1.0 1.5 L4 1.3 1.2
240 Austrabia, Lo 27 29 23 12,7 137 15.0 154 12.6 14.3 174 16.4
25 OPECE ... 145 5.8 17.4 229 216 21.7 239 19.5 203 223 223
20 Fowador 7 K 5 K ] 4 5 5 7 7 N
27 Nenewtwha. oo o0 o s 3.2 hN| 4.6 4.4 39 37 35 35 30 27
20 Indonesia . e 27 27 33 34 a2 RIS 38 4.0 4.1 4.4 5.0
20 Middle East countries .. 4.2 6.1 74 13.2 2.4 13.0 15.0 10.7 114 13.5 13.3
M) AITICAD COMMRRS .. 1.5 11 1.2 [N i1 ] 9 7 6 6 6
31 Non-OPEC devetopig countiies ... ... . S ol3 72.0 831 94.7 94.8 932 96.0 98.5 103.6 103.6 1120
Lt America
32 Argenting ...l e . 48 6.0 7.7 87 9.8 10.5 it 14 12.3 10,9 12.9
3 Brasib.ooo L B . 9.6 s (1] 12.7 12.0 9.3 8. 9.2 10.0 131 13.1
A Chile . [ . . kXY 4.4 1.7 hR| s 55 6, 64 | 7.1 6.4 6.8
35 Colombia . 1.7 [ 21 2.2 24 14 2.6. 2.6 2.6 29 29
I Mexico. .. 155 16.0 17.8 19.0 8.6 19.8 18. 17.8 17.6 16.3 17.3
AT Peru oo o e . . 4 A 4 6 6 0 KQ) R N 8
AN her oo e . 21 2.0 A 29 27 28 2 24 2.6 26 28
Asia
Chine
Rl People’s Republic of Chne . . . SN . 2 7 20 K R 1.0 1.1 N 1.4 1.7 1.8
40 Republic of China CTavsany .. . 4.1 A 7.3 7.6 7.1 6.9 9.2 RS 9.0 9.0 94
-+ indi. .0 . 30 32 32 34 37 RRY 4.2 38 4.0 4.4 4.4
42 beloooo A 4 A 4 4 4 4 6 7 S5 5
43 Koren (Souhy [T%S 6.0 6.7 141 14.3 144 16.2 169 18.7 18.0 19.1
4 Maavsia, 2.3 3t 44 3.2 5.2 39 3.1 39 4.1 43 44
45 Philippines P 37 6 A 34 32 29 33 30 36 33 4.1
46 Thalwd. . ... 1.7 2.2 S 3.0 33 38 24 a3 38 39 49
47 Other Asia . 24 3 31 3 32 4 47 19 335 3.7 4.5
Mrica
48 Fevp L 4 2 ) 4 .5 3 3 4 4 4 4
9 Morocto. Lol ) O 7 R 7 7 6 6 9 9 N
Mk o PR 0 0 0 0 A 0 0 0 A 0 .0
51 Other Afpica . 7 [K)) 8 (] [K(] 9 8 ] N 9
STobastenn Bwrope. Lo L .. . 24 3 32 ix 3.2 3.0 27 23 1.8 34 4.2
51 Rossiad! A L . .. . v [ io .6 .3 1 8 N 4 6 1.0
54 YogoslwS L0 e . . . ] 6 6 S N 5 N 4 2 4 3
R L . . 7 6 R4 t.6 14 1.5 14 1.2 1.0 23 28
S0 Ofskowe hankine conters. . . 33K A 730 78.6 R0.6 77.2 74 84.4 821 86.0 103.0
37 Balwwmos. ... L . . . Y 0.4 .9 137 133 138 10.3 125 8.4 126 15.0
S8 Bermuda, . 22 6.2 89 SR 6.5 6.0 84 8.6 8.3 6.1 6.3
3 Cavman Ishands and other Brionsh Wes' sdies . 155 218 180 178 238 218 199 194 237 234 32.1
o Netherbuuds Antifbes O A 1.2 1t 2.6 3 25 1.7 1.3 9 24 55 9.9
o Panamy’ . L . . o 14 1y 24 20 20 19 1.3 1. 1.3 1.3 14
62 Lebanon . 1 | N R o N 1 A g A R
0} ik BT i e it 5.7 1.7 208 20.3 199 228 230 237 251
{51 Sineapore oL S o 0.5 12 13.0 10.6 R 0.1 19.2 148 133 13.}
OF  Other ... . ) 0 | 0 0 0 .1 0 0 A A
60 Miscetiancous and unaffocimed” 179 9.7 434 3509 69.7 65.8 66.7 8.0 721 63.7 57.0
Lo The banivng offices covereit by e dine mebinde TS0 ot e nd arergn branches of 2. Organization of Petroleum Exponting Countries, shown individually; other members of
LS batiks, taciuding UsS. baoa- that ane sobsadianne: - Feicien honks Ofices not covered OPEC wbon, lran, Iraq. Kuwait, Libya, Nigeria, Qutar. Saudi Arabia. and United
wchde U8, agencies and brapches o foraen Fuah- B At ch 1994 ahe datainchdle Arah Emirates): and Bahrain ind Oman (ot formally members of OPEC).
farze foreien sabsid <ol VS b e dig e mclode oifier npe o LS depositony 3. Excludes Liberia. Beginning March 1994 includes Namibia.
instion vkl s s v o) T et doab Bt duphicaiion, the data 4 As of December 19920 excludes other republics of the Tormer Soviel Union.
are adjusicd to e lude the Chas cnotorcsen braichos hield By G E S oihce oranotlier Joicign 5. As of December 1992, exciudes Croata. Bosnta and Hercegovinia. and Slovenia.
Hranch of the semie Banking istrivng 6. Includes Canal Zone.
These data are on agross chams bastssand doonot necossardy reflect the wlimate country 7. Foreign branch claims only.

dish or exposare of 1LS. banks. More complene datcon the country sk osposure of ELS, banks 8. Includes New Zealand. Liberia. and international and regional organizations.
are wvaulable i e guarterts Conntry: Exposare Lendmg Survey published by the Federal
Financial Instisniions Examination Coundit.
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the United States

Milhons of dollars, end ol priiod

International Statistics L1 July 1996

EIABILTTIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in

=

= o~

10

1994 1993
Lype of habtliny, and aca or country 1992 1993 1994 - e 7
Sept Dec. Mat. L June Sept. Dec?
ot 45,511 50,597 54,309 57,630 54,309 50,187 49,973 47,673 46,494
Payable i dollas 37456 RENZL 18,208 41,879 38,298 15,003 14,28t 33,908 33949
Payable nn toretyn curencey 8,055 11LK6Y 16,011 15,751 16,041 14,284 15,692 13,705 12,545
Ry vpe
Fnancal lrabadimes 23,841 20,226 32,954 36440 12,954 29,775 29,282 26,237 24,287
Payable m dotlars 16,960 18,545 18818 22,558 18,818 16,704 15,028 13,872 12,949
Pavable n foreagn cunencies 6.881 10,081 14,136 13,882 14,1136 13,071 14,254 12,365 11,338
Conunercral frabifities 21,670 247N 21,355 21,190 21,355 20,412 20,69) 21,436 22,207
Lrade payables . 9,566 8802 10,005 9,550 13,008 9 844 10,527 10,061 11,013
Advance seceipts and other labihies 12,104 12,569 11,350 11,640 11,350 10,568 10,164 11,375 11194
Payable i dollas 20,496 20,183 19,480 19,324 19,480 19,199 19,253 20,036 21000
Payable my forepn cotrences 1174 18R 1,875 1,869 1,875 1214 1,438 1,400 1207
By e or Country
Fuancral habilities
Lanope . 13,387 18,810 21,703 25,28% 21,703 17,541 1%,223 6,401 15,622
Belpmun and 1 usembousg 414 175 495 601 495 612 718 347 369
Franee . 1,623 2,539 1,727 2241 1,727 2,046 1,101 1,365 999
Genmaoy KRO 975 1,961 1,407 1,961 1,755 1,589 1,670 1,974
Nethetlands 600 N4 552 643 552 [IRN) 530 474 460
Switscrland 569 634 O8R 633 08B ¥4 1,056 94y 895
Unuted Kingdom . 8010 13,332 15,543 18,323 15,543 10,764 12,13K 10,518 10,138
Cattadd 544 859 629 618 629 1,817 ®93 797 632
Fatn Amenca and Canbbean 4,053 1,359 2,034 1,971 2,034 2,065 1,950 1,904 829
Bahamias 39 I i 121 m 135 81 79 68
Bermuda 114 0 ]} 15 R0 149 138 144 152
Brant . . 19 1% pin 7 207 58 38 11 57
Bistish West Indies 1850 [IRRR! y98 1,173 YUy 1,068 1030 930 498
Mexicn 12 17 0 15 0 10 3 3 12
Veneruela 6 5 5 N N s 4 3 2
Al 5818 5,056 R.403 8,405 8,403 8,150 8,023 6,947 5,988
Yapan R . S 3,750 1,387 7,314 7,248 7,314 7,182 7,141 6,308 5436
Middle Tastenn oil-exporting countyes! 19 2 3s 30 45 27 25 25 27
Abia . R 6 13 135 133 135 156 151 144 150
Ol exporting counties” 0 123 123 123 123 122 122 122 122
Aot . A3 1y 50 19 50 40 42 39 606
Cammercnal habihines
burope . 7.398 6,827 0,773 6,808 6,773 6,642 06,776 7,263 7,700
Bolpum and Lwxemibowg 0, 208 239 241 287 244 271 i 349 31
brance 0 655 728 44 728 642 504 528 481
Giemany . 729 6X4 604 552 604 482 556 060 767
Netherlands S35 088 722 674 722 536 448 566 500
Switzedand 350 75 327 391 27 27 432 255 413
Untted Kugedom 2,508 2,039 2,444 2,350 2,444 2,848 2,902 3,351 3,568
Canada 1,002 879 1,037 1,068 1,037 1,235 1.146 1.219 1,040
Latin Amenca and Canbbean 1,933 1,658 1.857 1,743 1,857 1,368 1,836 1,607 1,740
Bahanias 3 21 v 6 19 R 3 1 1
Bennudd 307 350 45 200 345 260 397 214 205
Biani - 209 214 161 147 161 96 107 143 Y8
Bittish West Indies 313 27 23 33 23 29 (2 5 56
Mexicn - 457 481 574 672 574 356 420 357 416
Venesucla ..o 142 123 276 189 276 273 204 175 221
Asie 0oL s 10,504 10,980 10,741 10,370 10,741 10,151 9,978 10,275 10,421
fapan R . B 1612 4314 4,555 4,128 558 4,110 3,531 3,475 3,315
Mhudele Bastenn od-cxponting Counnes' 1 889 1,534 1,576 1,663 1,576 1,787 L /90 1,647 1,912
Atnca - C 508 453 428 468 428 463 481 589 a1y
O cxporting otnatiies” 309 167 256 264 256 24K 252 241 254
Other! 575 574 519 633 519 553 474 483 087

|

Compises Bahvam, an, haq, Kawan, Oman, Qata, Saudh Avabua, and United Arab
Laates CPraciad States)

2. Comprises Algeria, Gabon, Libya, and Nigetia,
3. Includes nonmonetiny tensatiial and iegtonal organizations,
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CLAIMS ON UNAFEILIATED FOREIGNERS

the United States

Millions ol dollms, end of period

Nonbank-Reported Data

Reported by Nonbanking Business Enterprises in

A5Y

2 Payable w dolls

Type of clann, and wei or cow

3 Payable i forcign cweences

By iype

4 Vimancal ckums

§ Deprasits . .

8 Payable m dollary ..

7 Payable 1 foreign catencwes

8 Other hoancial clatms .. o oo L
9 Piyable m dollars .

10 Payable m toreign cunencies .

P Commercial clarms o000 oL

12 Trade recavables L.

13 Advance paynients and othel nlmms .
14 Yayable modolbms L o

15 Payable o loreign cuntences ...

By wrea or coinh y
Bhiancial claits

16 Hwope . o000 L o

17 Belgium and [ u\uulmunp

18 ance ... L.

19 Germany .. ..

20 Netherlands .00 00 o

21 Switzetland ..

» United Kingdom .. ... ...

2% Caoda L0000 00 L

2 Latm Amenca and Canbbean

25 Balhawmas ... .0 o

20 Ramnds .. ...

27 Brazil ... e

28 Bustish West Indies . oo

29 Meawo o0 oo

30 Veneewcha o000 o0 oL

3 Asa. S

32 J.npdn BN

kR Muddle E asternt ol ¢ qmmng countries!

Mo Al L

35 Ogl-exporting Ln\m\nv\ ......

306 Allothed ... o
Commercrat clasies

3 lwope oo L o0 L

38 Belgum dll(l l ll‘(uuhnuu-

39 Fance ...

40 Gemany oo Lo

41 Netherlands

42 Switzetland ..o L

43 United Kingdom .

44 Conda . oo L

45 Latn America and Canibbean .

40 Bahamas

47 Bemmada .0 0 o0 L

A8 Bravil e

49 Buush West Indies

50 Mexico L.

51 Veneruela oo oo oo, L

52 As....

53 Japan oo o0 o o

5.4 Middle Ea

55 Afuea ... L

56 Onl-expotling, couptues e

ST Othet' .. L

iy

2

45,073

42,281
292

26,500
17,605
16,872
#23
BRL4
7890
924

18,564
16,007
2,557

17,519
1,045

9,341
4

764
126
518
490
6,252

1,833

13,893
778
40
086
11,747
445
29

8o
668
i

83
9

S05

8,451
189

1043
2%

255
157
4
924
145
4,860
1903
091

554
8

304

1993

49,159

45,161
3,998

21171
15,717
15,182
535
12,054
LLRO2
1,192

21,388
18,425
29013

19,117
2,271

1,299
134
820
526
502
530
3,585

2,032

16,224

400

9,105
184
1,947
1,018
423
432
2,377

1. /81

0,014
2,275
704

403
72

2

1994

57,848

51808
4,083

313,897
18,507
18,026
481
15,390
14,306
1,084

23,991
21,158
2,833

20413
2,518

7.936
46
800
544
429
hPA
4,649

L&7L
953
141

173
0

600

9,544
243
1,881
L7
311
357
2,550

1,98%
4117
9

234
612
LR
1,248
348

6,982
2,655
708

434
67

910

50,400
4,473

32,236
19,118
18,502
016
13,118
11,903
1215

22,597
19,525
2772

20,085
2,542

8914
t1s
931

3812

8810
178
1,766
¥R
331
518
2,505

1,906

3,003
34
246
471
19
1,137
18K
6,079
2,591
617

447
ol

92

1994

7,888

93,808
4,083

31R97
18,50/
18,026
481
15,390
14,3060
1084

2399
21 (5%
2843

20473
2518

600

9,540
AR
{,kR1
L2y
il
557
2,550

1,988
4,117
Y

N4
012
41

1,243
A8

0982
2,055
708

454
o7

52,483

48,687
3,796

27,308
15,133
14,654
479
12,205
10,976
1,289

25,085

22473

2,117

23057

2008

7,608
193
%03
430
517
408
4,304

2,851

14,500
1,965
81
¥10
10,393
554
R

1.579
871
3

216
5
RLA)

9,822
241
1,830
1070
452
520
2,655

1,950

4,308
30
m
897
7
985
5

FR0Y]
1808
074

054
"7

1995
_ _ﬁ¥,~_]__,, o

M ﬁ June Sept. e !
52,248 S8,051 53,424
48,425 54,148 49,606
1,791 AR 3,728
29,600 A4574 20891
17,115 22,046 17974
16,458 21351 17104
057 095 581
12,491 12,528 11,917
11,275 11,370 10,689
11216 1158 1228
22,012 23477 24533
20,410 21326 2409
2,197 2,151 2,124
20,692 21,417 21,014
1,920 2,060 Luly
7,030 YR 7,840
146 158 Lon
808 730 753
527 156 3M
o006 601 522
400 514 530
4,040 4,490 4924
1,848 3,70y 3,520
16,109 21,159 15,345
940 2,158 1,552
37 K5 15
528 502 851
13,551 17,013 11,810
583 635 487
27 27 50
| 504 1,235 2100
021 an t, 404
4 3 4
L1 138 (¥R
9 9 [
174 410 842
8,047 9,200 8,802
19y 218 224
1,790 1,669 1,706
977 1,623 99}
124 ALY 138
550 612 438
2388 2,409 2,479
2,010 2,008 1,971
4,1:40 4,310 4,359
17 21 26
J08 210 248
6HU5 ) 745
Rl 83 60
1,106 L1109 1,026
95 3y 325
6,200 6,516 0820
1911 2,011 1,998
089 707 774
408 RYi 544
" 60 4
847 910 vl

910

1,004

1.

Comprises Bahirain, han, lag, Kuwail, Oman, Qata, Saudr Aradbia, and Unated Arab
Fmnates (Tracial States)

2. Comprises Algeria, Gabon, Libya, and Nigeria
3 Includes nommonctacy iternational and 1egional organizalions,
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1240 FOREIGN TRANSACTIONS IN SECURITIES

NMiubfions of dollins

1996 1995 1996
Trmsaction, ad wea or country 1994 (DDA T T
Junk Sept. Qet, Naov. Dec. Jan, I¢h, M
M l
US corpmate secunties
_-—— — -
B |
STOCKS
I borergn puichases 350,594 462 884 L0400 44450 41442 41,937 464749 43,574 52,262 54,561
2 Lorergn sales 38,716 451,709 146,719 44,218 42,860 39,071 44,372 41,948 S| 53,680
3 oNet purchases, o sates (—) 1,877 L1758 3681 232 —1,368 2,860 2,107 1,626 1,171 884
b Foreign countries 1,867 11,380 3853 29§ —~1,328 2,877 2,109 1,623 1,300 9230
S baope 0714 4,847 233 IRID) 1,647 954 1,028 1,954 1,072 1,448
O france 201 1090 0671 126 54 58 82 (64 16l GOR
/o Gienany 200 1.8%7 298 136 S 13 11 239 37 96
8 Netherdaids 2251 3,507 KUK 197 528 210 373 660 20 218
9 Swatzetland 10 2281 784 9 449 227 o (XD - 441 586
10 Unned Kingdom R 8,001 628 L4 RI8 543 1,277 165 224 240
L Canada . . 1160 1,517 1LOR2 197 14 405 175 645 SI8 81
12 ain Amenca and Canbhean 20 5814 L85y 752 2,920 1,301 219 487 2,688 342
13 Middle Fast 1,142 17 820 71 8 63 148 57 288 34
I Other Asty 1,234 2,504 H0Y 1048 o1 342 881 40 36 293
Ik Tapan L1162 27128 784 598 56 o6 1,231 94 131 752
16 Alea 29 2 100 34 17 20 | 6 62 44
1/ Other countiees 171 0¥ i77 54 17 V6 7 52 154 276
18 Nowmonetary international and
regivnal organizations 10 ~208 —172 ~63 —40 —11 -2 3 —129 —46
HONDY?
19 Foweipn parchases REDIRHI 293,030 9R,526 28,187 20,424 31,642 21,608 26,591 32,759 30,176
200 Forergni sales 229,008 200,951 60414 17,759 19,199 20,741 27 17,726 23,608 25,080
21 Net grarchiases, or sales - ) 59,921 86,079 32,12 10,428 7,228 10,901 S81 8,865" 9,151 14,096
22 Foreign eountries | 59,036 86,533 32,061 1,400 7,293 10,948 5§53 8,823 9,230 14,008
23 fmope 37.00% 69,819 20,473 7934 6,418 9,754 1,300 5,024 B208 5,881
2 buanee 20 1143 1,823 63 732 101 137 839 34 670)
25 Ciernuany 657 5,800 2,234 916 s 804 236 26 1,859 401
26 Netherlxds 4,307 (463 496 2013 204 210 1ol 150 305 25
27 Switzerland 1,055 494 0 343 148 101 381 56 86 40
2% Lnited Kingdony 31,042 §7,220 430 5,486 4,599 6,999 928 3,854 0,280 4,177
29 Canada . . 2958 2,569 482 49 139 20 (81 104 2145 143
A atm Amenca and Canbbean o2 6,141 3519 1719 6l 1,426 848 2,006 3 7430
W Mukdie B! m 1,869 Sts 24 246 188 187 194 A34 13
32 (nher Asta 12,154 5,059 3,204 139 1,126 708 293 1,272 1,161 831
3 Japan N 486 2,250 919 371 045 899 904 338 330 245
FOAt . 7 AR E) 16 23 223 240 L4l lo 40 4
15 Othet conntites 654 240 16 | 140 20 oY 63 - 47 36
36 Nonmonetary international ad
regional organizations 885 —454 5 22 —68 —47 28 42 =79 RY
T Forergn secutittes
47 Stocks, net purchases, on sales ) 48,071 50,786 22,240 7,959 5,769 1,725 6,830 6,432 5490 10,318
W Foreen puichases G, G 115,498 1h6,036 28,712 29,382 30,307 12,366 33,481 37,407 35,748
39 Loreign sales . o 134,177 396,284 128 876 36,671 35,151 32,032 39,196 39,913 42,897 40,060
A0 Bands, et purctiases, o sades ¢ 9,224 47,159 11,347 5,483 - 7,580 6,235 RICYAY 4,470 1,304 3,971
H Foreign pmichases 848,308 B8, 143 272,828 ¥1,022 76,889 78,5603 30,310 84,508 95,095 93,222
12 Laretgn sales B57.502 936,302 284,172 86,508 %4,409 84,708 84,233 88,980 96,399 98,793
1 Net parehases, or sales { =), of stacks and bonds —§7,295 —497,945 | —33,587 | —13442 | —13,34Y —7.960 — 10,753 | ~10,904" —6,794 — 15,889
L Foreign conntries —57815 =97.040 | 33,497 | 13497 —13,240 —7,882 — 10,812 | ~10,935" —6,66Y ~ 15,893
45 Purope 1516 47.008 10,648 2928 - 7,249 4,600 6033 3497% 22719 4,390
40 Canada . 7475 7871 4,202 3471 A - 494 14 2,649 60 - 1,503
S Laom Amenca and Cantbhean 15,334 7071 - 3,502 781 3,883 184 - 802 3 1,025 2,504
A48 AN 24,775 34,049 12,996 7810 2,541 - 2,00 4,384 4,085 2,557 5,754
49 Jupan 17427 25,070 8,244 5,047 844 1,38% 3,685 3427 1,592 - 3,225
SO Afnca 467 327 -6} 17 5 19 44 96 161 436
51 Other countres 3,748 R 1,456 48 913 013 470 471 587 1,240
32 Nonmonctary international and
regionat oegunizations 520 —805 -90 55 —109 —78 59 3t J ~-125 4

1. Compuses ol-exporymg comtiies as follows: Bahran, bhan, bag, Kuwait, Oman, Qatar,
Siude Arabra, and Uiited Arab Franates (Trucial States),

Cncludes state and local government seewriies and secemities of US. government

agencies and corporations, Also includes issues of new debt secunities sold amoad by LS,
carporations orgaized ta tiance diect mvestments abroad,



Securities Holdings and Transactions/interest and foxchange Kates  AOI

325 MARKETABLE US TREASURY BONDS AND NOTES  Foreign Transactions'

Miltions ol dolars; net purchases, o sades ) duning period

[P 1995 1996
A vt county £994 1945 D e e
ll\i/[["“ sept Oct Nov. Dec, Jun Leb, Mt
- O A S N S S SO AN P SR SR
1 Total estimated . ... ..o PRI RN 78,801 | 133,991 36,399 1 14,072 L8189 | 15,307 ~9,454 14,008 15,451 0,940
2 Fowesgn condries .. L. L G e e TR0 1335952 36,224 11,000 4,050 14,930 9016 13,703 10,192 6,329
3 Buwope oo . 38,542 50,000 19,737 0,377 RE 821 1,120 1281 8462 3,097
4 Belgum and Luxembouy 1,008 501 110 143 25 8] 173 149 120 81
S Genpany ... P 5,709 6,136 4,170 2,508 2831 52 452 1,185 1,820 950
6 Netherlands . . e 1,254 1,801 545 Lyls 160 833 81 807 5.4 1,090
1 Sweden /o4 358 1,130 6l 02 30 2RS 45 803 LA
R Switzetland A e e e 481 472 224 KI8 {74 568 664 16 R 65
9 United Kingdom . . R S 23,165 4,778 5,093 5,570 3,903 1,309 4,377 (WY I 6ebed 280
10 Other Eutope and fotmer USSR oo AP . 3.841t 0,748 9,544 KO8 1,875 856 3,201 742 L ROK 1,954
I Canalae .. .. e e e 3491 252 3,763 2,284 {804 41 208 1,86/ 1,863 45
12 Laon Amerea and Citbbean . N 10,383 48,609 10,560 5,209 17,454 13,490 3760 2018 2,931 4,981
13 Venersuela .. P 39 2 279 524 92 232 ol 142 94 A
I Other Latin Ametica and Cinibbean ... e 20493 25,152 4,434 171 1,033 RIVEE] 4,710 8,022 1,896 2,690
s Netherlands Antles 0 L L e e 10,429 23,459 14,615 5,940 14,502 9,541 1,009 11,428 94 2,243
6 Asme L e e TN R 47,317 32,319 22,477 10,055 6,879 107 11,843 6,920 8,010 0,911
17 Japan .o P 29,793 16,863 8,131 4,021 1o, 15 1310 5,695 2,619 L6Y 2,444
W8 Abden o 240 1,404 120 108 S 458 252 Sts 100 K13
19 Othar 570 908 70 151 41 i 275 232 282 29
200 Nonmonetary internationat and regonal orpanvzaiions o0 164 439 175 70 169 371 43K 05 /i 611
20 Iotenwbonad Lo oo L P . .. 420 9 44 196 2 108 7 210 308 o/
22 Tatin American regional oo o . 154 201 K7 -0 184 44 LS 45 25 12
MiMO
23 Pareign comtries . FS P PN 78,637 [ 133552 36,224 11,002 4,650 14,936 9,016 13,703 16,199 6,329
24 Official mstitutions . ... . . . Lo 41,822 49,6024 20,044 4,525 5,705 915 2,651 12,618 8,081 ENE
25 Other foreipgn ... e o . P 16,815 93,927 10,180 6,477 LOSS | 19,85) 11,667 1,088 AT 1,581
il exporting connnres
26 Muddle Fast= o000 o AN .. . A8 3,075 591 S0 () 826 1,O8S 058 10 127
27 AMuea’ o . : L i 2 ! 0 0 0 0 0 ] 0
I Othcral and private wansactions oy macketable US, Treasury secunies having, an 2, Compuses Batwain, han, Tag, Kowat, Oman, Qatar, Sawde Arabra, and Gnited Arab
ariginal matity of mowe than one yeae Data ate based an monthly eamactions weports. Fannates (Tcal States),
Lixcludes nonmarketable U.S Tieaswy bonds and notes held by otheial institutions of’ toteign 3. Comprises Algena, Gubon, Eibya, and Nigera
countries
326 DISCOUNT RATES OF FORVIGN CENTRAL BANKS'
Percent per year, averages of daily Hgares
Rate o May 3, 1996 Rate on May 31, 1990
Countty - T Country [ " o
. Month Nt o ity
Pereent eftective Fovent ellective
Austiin ﬁ LY Ape, 1096 Crertuany .o . L 1 25 Apr, 1996
Belgmm, 25 Apr. 1995 Taly . . - 9.0 June 1995
Canada. . 50 Apt, 990 Japan 5 Sept 1995
Dennugh . 3.28 Apt, 1990 Nethetlands 2.5 Apt 1996
France e v Apr 1996 Switzentand ..., 1.8 Pec 1995
1. Rates shown aie mainly those at whielr the cential bank enber discounts or makes 2 Smee Pebay 1981, the rate has been that at wlych the Bank ot France descounts
advances against eligible conttnercral papen or government secunities tor commetcral banks o1 Treasury bills tog seven to ten days,

brokers, Lor countnies with more than one tate applicable to such discounts or advances, the
ate shown s the one at winch 1t v understood that the central bank transacts the fargest
propattion of its credit operations

327 FOREIGN SHORT-TERM INTEREST RATES!

Pereent per year, averages of daily figmes

1995 1996
Type o country 1094 1994 1995 - T - - 77— ~~ 7 =

Nov Dec. Jan, Teh, Mar. Apt May

I Ewodollars. ..o 418 403 593 575 5.04 54400 S04 528 530 5.36
2 Umted Kimgdom ..o o0 5.88 545 663 6061 0.42 6,31 6.13 607 597 603
3 Canada 514 5.57 7.14 6.02 5.91 5,54 522 523 503 $.82
4 Geunany. oo . 7.1 §.25 443 3al 182 141 .26 174 a2 39
5 Switzerland .. 4779 403 2.094 1.98 1.94 1.65 Lol 1ok .68 194
6 Nethietlands 673 5.09 4.30 373 A58 120 300 309 281 261
7 France, ., .. 830 5.72 6,43 5.74 5.47 456 29 114 387 3178
& haly .. 10.00 B.45 10,43 10,65 10.58 10.03 .90 982 9.60 B XY
9 Relginm ... . e 810 5.05 4,73 3187 3.4 347 1.23 328 324 319
1O Japan oo 2.90 2.24 1,20 54 .52 55 .01 .00 ol 6)

1. Rates ae for thice-month interbank Toans, with the lollowing exceptions: Canada,
finance company papet; Belgiwn, uee-month Treaswry bilks, and Japan, CD rate.
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3.28 FOREIGN EXCHANGE RATLS'

Curtency units per doblan exeept as noted

1995 1996
Countiy/curtency it 1993 (V91 [SUK} ‘—"—‘ﬂk- —
Dec. Jan, Icb Mar, Apr J May

L Awstaba/dolln” L. P 67.993 13161 74.073 74053 74171 75.557 77.4%0 7H.560 79.700
2 Aunstafsehillmg oL A . . 11.639 11.409 10.076 10142 10,296 10.321 10.391] 10,580 10.782
3 Belgmn/hane .. ., P 34,581 33426 29472 20.615 30,081 0118 30.371 30,902 31.502
4 Canada/dotli e o 1.2902 1.3664 13725 1.3693 1.3669 13752 1.3656 13502 13603
5 Chia, PR fynan . 57795 B.0404 8.3700 8 3350 ¥.33%4 §.3338 8 3495 K.3583 8.3479
6 Denmark/hrone P 64803 6.3501 5.5999 5.5791 S.6618 5.674Y 5.7074 59414 59160
7 Ianland/makka P . 57281 §.2340) 43763 4.33061] 4.4510 4 5532 46066 47288 4.7541
8 aneefliane, L Lo C 5.6609 5,5459 U864 49505 o017 5.0440 50583 51049 5145
Y Germany/deutsche miatk . e 16545 L6216 1 4321 14406 4035 1.d66Y 14776 1.504% 1.5324
1 Greece/hacluna P 229,64 24250 23168 238.06 240,91 24221 241.54 242,00 243,27

11 Hong Kong/dollar ... e 77357 71290 7.7357 7.7345 7.7329 7.7323 7.7325 77345 7.7301%
12 fadmpupee. . N . RERAT 3394 32418 34,906 3s 812 30.595 3485 34 3200 35.025
13 heland/pound: . 146 47 149,69 160 358 159,18 15K 1% 158 10 157.21 156.51 156,29
4 faly/ina. .. [RYART 161149 1,629.45 [.593.88 158487 {57000 1,562,413 1,565.60 1,556.71
15 Japan/yen. . o8 10218 93.96 1 85 108,75 105,79 105.94 107.20 106.34
16 Malaysiahmggt .. .. 2.573% 206237 2.5073 2.5399 2.5563 2.5487 25417 25113 2.4930
17 Netherlamds/mu ke FRRT . . 1.8385 18190 1.6044 1.6127 1.6388 1.6424 1.6540 1.6805 17135
18 New Zeatandfdotiar~ e 54127 51,358 65.625 63,996 66.193 67 498 68 (079 68,242 68.571
19 Nonway/kKoone ., . o 1.1009 70583 6.3355 603579 64275 604103 64277 .49 6.5748
20 Porwagalfescudo, . L L B 161.08 16593 149 KR 151.03 151.90 152,49 152.93 154 51 157.54
21 Smgaporehdollar o0 oo 1.615¥ 1.5275 L7t LR L4241 Lates 14095 14082 14074
22 South Aucajand . . . 3.2729 L5520 3.6286 16632 36413 3.7420 19203 42130 4.3079
23 Sauth Kowea/won o0 00 oo 8(15.75 806,93 77282 771.21 78713 78012 78131 780.42 T80.86
23 Spamfpeseta. o 127.48 1348y 124,04 S 12338 123,68 124.30 125,49 127.97
25 Su Lankafpee 48 211 49170 51047 53.808 53874 53710 53.748 54163 54808
26 Swedenfhony 77956 EN AT 7 1406 6.639) 67405 08775 674y 6.7141 0.7984
27 Switretawd/tiane .. 14781 13667 1Lixl12 11631 11818 Lhap? 1.1959 12180 1.2539
28 Tarwan/dollar, 260416 20,465 26.495 27 315 27.400 27485 27.400 27188
29 “Huuland/baht. N Lo . 25333 25,161 24921 25 164 25.298 25250 25.251 25.290

30 United Kimgdom/pound”. . . ., R . 150416 15519 157 8 154.05 15288 153.60) 15271 151.60

Mino
31 United States/dolla® L e 93,18 Ol 32 84,25 85.07 86,23 RO 86.57 87.40 88.28

1 Averages ol certilied noon buyig tates i New York for cable tansters Dataoin this
table also appear i e Board's G.5 (305) monthly statstical reteise. ot ordenng address,

see tiside hront cover,
2 Value n U, centy

3, Index of weighted-average exchange value of ULS. dollar against the cutrencies of ten
industeal countnes, ‘The weaght tor each of the ten countites 1s the 1972 76 average woilld
trade of that country divided by the average world tade of all 1en countiics combined. Senes
1evised as of August 1978 (see Federal Reserve Bulletin, vol. 64 (Augast 1978), p. 700).
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Title and Date Issue
Assets and liabilities of commercial bunkys
March 3L, 0 L August 1993
JUNE 30, L0 Noverber 1993
SePtenIber 30, 003 February 1994
DeCeInber B L, L0 3 e May 1994
Terms of lending at commercial banks
MY [0S i e August 1995
AUEUSt LB et November 1995
NOVEIDCT |00 tiebruary 1996
February 1996 o May 1996
Assets and Habilities of U.S. branches and agencies of foreign banks
MALCh B, 100 e e e e e e October 1995
JUNE B0, L0 Noveber 1995
September 30, L0085 Pebruary 1996
DIeetIber B, 100 e May 1990
Pro forma balance sheet and income stutements for priced service operations
MaTh 3L, 100 i August 1995
JUNE B0, 100 L e October 1995
September 30, 1995 o Junuary 1996
March 31, 1990 .o July 1996
Assets and liabilities of life insurance companies
JUNE B0, TO0 L o e e December 1991
Septemiber 30, L0 1 L May 1992
Decemnbier 31, 100 August 1992
Septemmber 30, 100 March 1993

Residential lending reported under the Home Mortgage Disclosure Act
L L P September 1995
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Index to Statistical Tables

References are to pages AS-A64 although the prefix “A” is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptunces) Deposits- —~Continued
Agricultural loans, commercial banks, 19, 20 Interest rates, 1S
Assets and labilities (See «lvo Foreigners) Furnover, 16
Banks, by classes, 17-21 Discount rates at Reserve Banks and at foreign central banks and
Domestic finance companies, 33 foreign countrics (See Interest rates)
Federal Reserve Banks, 10 Discounts and advances by Reserve Banks (See .oans)
Financial institutions, 25 Dividends, corporate, 32
f'oreign banks, U.S, branchies und agencies, 21
Automobiles o
Consunier installment eredit, 36 EMPLOYMENT, 42
Production, 44, 45 Furodollars, 23

BANKERS acceptances, 10, T, 19-22, 23
Rankers balances, 17- 21, (See also Forcigners)
Bonds (See also U.S. government securities)
New issues, 31
Rates, 23
Branch banks, 21
Business activity, nonfimancial, 42
Business loans (See Commercial and industrial loans)

FARM mortgage loans, 35
Federal agency obligations, 5,9, 10, 11, 28, 29
tlederal credit agencies, 30
Federal finance
Debt subject to statutory limitation, and types and ownership
of gross debt, 27
Receipts and outlays, 25, 26
Treasury financing of surplus, or deficit, 25
Treasury operating balance, 25
Federal Financing Bank, 30
Federal funds, 6, 19, 20, 21, 23, 25
Federal Home Loan Banks, 30
Federal Home Loan Mortgage Corporation, 30, 34, 35
Federal Housing Administration, 30, 34, 35
Federa} L.and Banks, 35
Federal National Mortgage Association, 30, 34, 35
Federal Reserve Banks
Condition statement, 10
Discount rates (See Interest rates)
U.S. government securities held, 5, 10, 11, 27
Federal Reserve credit, 5, 6, 10, 11
Federal Reserve notes, 10
Federal Reserve System
Balance sheet for priced services, 64
Condition statement for priced services, 64
Federally sponsored credit agencies, 30
Finance companies
Assets and liabilities, 33
Business credit, 33
Loans, 36
Paper, 22, 23
Financial institutions, loans to, 19, 20, 21
Float, S
Flow of funds, 37-41
Foreign banks, assets and liabilities of U.S. branches and
agencies, 20, 21
Foreign currency operations, 10
Foreign deposits in U.S. banks, §, 20
Foreign exchange rates, 62
Foreign trade, 31
Foreigners
Claims on, 52, 5§, 56, 57, 39
Liabilities to, 20, 51, 52, 53, 58, 60, 61

CAPACITY utilization, 43
Capiftal accounts
Banks, by classes, 17
Federal Reserve Banks, 10
Cential banks, discount rates, 61
Certilicates of deposit, 23
Commercial and industrial loans
Commercial banks, 19, 20
Weekly reporting banks, 19-2)
Commercial banks
Assets and liabilities, 17 21
Commercial and industrial loans, 17-21
Consumer loans held, by type and terms, 36
Deposit interest rates of tnsared, 15
Loans sold outright, 20
Real estate mortgages held, by holder and property, 35
Time and savings deposits, 4
Commercial paper, 22, 23, 33
Condition statements (See Assets and liabilities)
Construction, 42, 46
Consumer installment credit, 36
C'onsumer prices, 42
Consumption expenditures, 49, 50
Corporations
Profits and their distribution, 32
Sceurity issues, 31, 01
Cost of living (See Consumer prices)
Credit unions, 36
Curreney in circulation, 5, 13
Customer credit, stock market, 24

DEBITS to deposit accounts, 16
Debt (See specific types of debt or securities)
Demand deposits

Bunks, by classes, 17 21

Ownership by individuals, partnerships, and

corporations, 20, 21 GOLD
lurrluwer? I()' ’ Certificate account, [0
Depository institutions Stock, 5, 51
Reserve requirements, H Government National Mortgage Association, 30, 34, 35
Reserves and related items, 4, 5, 0, 12 Gross domestic product, 48

Deposits (See also specific types)
Banks, by classes, 4, 1721
Hederal Reserve Banks, 5, 10 HOUSING, new and existing units, 46



INCOME and expenses, Federal Reserve Systen, 64
Income, personal and national, 42, 48, 49
[ndustiial production, 42, 44
Installment loans, 30
Insurance companies, 27, 35
tnterest rates

Bonds, 23

Consumer instatiment credit, 36

Deposits, 15

Federal Reserve Banks, 7

Foreign central banks and forcign countrics, 61

Money and capital markets, 23

Mortgages, 34

Prime rate, 22
[nternational capital transactions ol United States, 50 61
International organizations, 52, 53, 55, 58, 59
Inventories, 48
Investment companies, issues and assets, 32
Investments (See also specific 1ypes)

Banks, by classes, [7- 21

Commercial banks, 4, 17- 21

Federal Reserve Banks, 10, 11

Financial institutions, 35

ILABOR force, 42
Life insurance companics (See Insurance companies)
Loans (See alvo specific types)

Banks, by classes, 17- 21

Commercial banks, 17 21

Federal Reserve Banks, 5, 0, 7, 10, 1

Federal Reserve System, 64

Financial institutions, 35

tnsured or guaranteed by United States, 34, 35

MANUFACTURING
Capacity utilization, 43
Production, 43, 45

Muargin requirements, 24

Member banks (See also Depository institutions)
Federal funds and repurchase agreements, 6
Reserve requirements, 8

Mining production, 45

Mobile homes shipped, 40

Manetaty and credit aggiegates, 4, 12

Money and capital market rates, 23

Money stock measures and components, 4, 13

Mortgages (See Real estate Joans)

Mutual funds, 32

Mutual savings banks (See Thrift institutions)

NATIONAL, delense outlays, 26
National income, 48

OPEN market transactions, 9

PERSONALIL, income, 49

Prices
Consumer and producer, 42, 47
Stock market, 24

Prime rate, 22

Producer prices, 42, 47

Production, 42, 44

Profits, corporate, 32

REAL estate loans
Banks, by classes, 19, 20, 35
Terms, yields, and activity, 34
Type of holder and property mortgaged, 35

Repurchase agreements, 6
Reserve requiretnents, 8
Reserves
Conunercial banks, 17
Depository institutions, 4, 5, 6, 12
Federal Reserve Banks, 10
U.S. reserve assets, S|
Residential mortgage loans, 34
Retail credit and retail sales, 36, 42

SAVING
Flow of funds, 37 41
National income accounts, 48
Savings institutions, 35, 36, 37
Savings deposits (See Time and savings deposits)
Sccurities (See alsa specific types)
Federal and federally sponsored credit agencies, 30
Foreign transactions, 60
New issues, 31
Prices, 24
Special drawing rights, 5, 10, 50, 51
State and local governments
Deposits, 19, 20
Holdings of U.S. government securitics, 27
New security issues, 31
Ownership of sceurities issued by, 19, 21
Rates on securities, 23
Stock market, selected statistics, 24
Stocks (See also Sceurities)
New issues, 31
Prices, 24
Student Loan Marketing Association, 30

TAX receipts, federal, 26

‘Thrift institutions, 4. (See also Credit unious and Savings
institutions)

Time and savings deposits, 4, 13, 15, 17- 21

Trade, foreign, S|

‘Treasury cash, ‘Treasury cumreney, 5

Treaswy depasits, 5, 10, 25

Treasury operating balance, 25

UNEMPLOYMENT, 42
LS. government balances
Commercial bank holdings, 17 21
Treasury deposits at Reserve Banks, 5, 10, 25
U.S. government sceuritics
Bank holdings, 17-21,27
Dealer transactions, positions, and (inancing, 29
Federal Reserve Bank holdings, 5, 10, 11, 27
Vorcign and international holdings and
transactions, 10, 27, 61
Open market transactions, 9
Outstanding, by type and holder, 27, 28
Rates, 23
U.S, international transactions, 50 62
Utilitics, production, 45

VETERANS Administration, 34, 35

WEEKLY reporting banks, 17 21
Wholesale (producer) prices, 42, 47

YIELDS (See Interest rates)
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TrHoMas R Butier, Riverwoods, Ulinois
Rosurt A. Cook, Baltimore, Maryland

Arvin J. Cowans, Orlando, Florida

Frazasera G, Frores, aredo, Texas
HermerTo Frores, Springlicld, Massachusetts
Emanuin FriEeMAN, Philadelphia, Pennsylvania
Davin C, Fyan, Cleveland, Ohio

Rosire G. Grerg, Houston, Texas

KenNETi R HArNEY, Chevy Chase, Maryland
GalL K. HinpnesraNy, San Irancisco, California
Terry Jorbg, Cando, North Dakota

FRANCINE Justa, New York, New York
liuGeNe L LENRMANN, Madison, Wisconsin

THRIFT INSTITUTIONS ADVISORY COUNCI,

Lirror 1. Lous, Brooklyn, New York

Wit tiam N Lunn, Falimouth, Maine
RonarLp A Privt, Minncapolis, Minnesola
[1sA Rice-Cot rMan, Toledo, Ohio

JTonn R, RiNes, Detroit, Michigan

MARGOT SAUNDERS, Washington, D.C.
ANNE B. St Ay, Philadelphia, Pennsylvania
Recinarn J. Smrra, Kansas Clity, Missouri
Groror P Suraron, Arkadelphia, Arkansas
GrEGORY D. Souires, Milwaukee, Wisconsin
Joun L Taviok, Washington, D.C.
Lorraing VANETFEN, Troy, Michigan
Turonork J. Wysock, Jr., Chicago, Hlinois
[.o.y K. Yao, Honolulu, Hawaii

. LEE Brrarn, Hazleton, Pennsylvania, President
Davin B Hovtann, Burlington, Massachusetts, Vice President

Barry (. BURKHOLDEER, Houston, ‘Texas

Micnaie T, Crowrry, Jr., Milwankee, Wisconsin
GrorGe L. ENGELKE, JR,, Lake Success, New York

DouGLas A, Ferraro, Englewood, Colorado
Bevirty DL Hareis, Livingston, Montana

Crawrres R, RiNenart, [rwindale, California
Josteu C. Scurry, Chicago, linois
RoNarn W, Stimeson, Memphis, Tennessee
Larkry T. Wi soN, Raleigh, North Carolina
WiLLiam W. Zurp, Spokane, Washington



Maps of the Federal Reserve System
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Both pages Facing page

®@ Federal Reserve Bank city

Board of Governors ot the Federal
Rescrve System, Washington, D.C.

NoTE

The Federal Reserve officially identifies Districts by number
and Reserve Bank city (shown on both pages) and by letter
(shown on the facing page).

In the 12th District, the Seattle Branch serves Alaska,
and the San Francisco Bank serves Hawail.

The Systemn serves commonwealths and territories as
follows: the New York Bank serves the Commonwealth

* l‘ederal Reserve Branch city

— Branch boundary

of Puerto Rico and the US. Virgin Islands; the San
Francisco Bank serves American Samoa, Guam, and the
Commonwealth of the Northern Mariana Islands. The
Board of Governors revised the branch boundaries of the
System most recently in December 1991.
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AT0

Federal Reserve Banks, Branches,

and Offices

President
First Vice President

Vice President
in charge of branch

FLEDERAL RESERVE BANK Chairman
hrauch, or fucility Zip Deputy Chairman
BOSTON* ... 02106 Jerome H. Grossman
William C. Brainard
NEW YORK™ ... 10045 John €. Whitchead
Thomas W, Jones
Buffalo ... 14240 Joseph J. Castiglia
PHILADELPHIA ... ... 19105 Donald J. Kennedy
Joan Carter
CLEVELANDY .o ... 44101 A, William Reynolds
G. Watts Humphrey, Jr.
Cincinnati ... 45201 John N. Taylor, Jr.
Pittsburgh ... 15230 John T, Ryan Il
RICHMOND . 23219 Claudine B, Malone
Robert I.. Strickland
Baltimore ... 21203 Michael R, Watson
Charlotte ................ .. 28230 James O. Roberson
Culpeper ..o oo 22701
ATLANTA oo 30303 Hugh M. Brown
Daniel E. Sweat, Jr.
Birmiingham .............. 35283 Donald E. Boomershine
Jacksonville ... 32231 Joan D. Rufticr
Miami ..o 33152 R, Kirk Landon
Nashville ................. 37203 Paula Lovell
New Orleans oo ae 70161 Lucimarian Roberts
CHICAGO* (... 60690  Robert M. Healey
Lester HL, McKeever, Jr.
Detroit ..o 48231 John D. Porsyth
SLLOUIS oo 63166 John I McDonnell
Susan 8. Elliott
fittle Rock ..ot 72203 Junct M. Jones
Louisville ................. 40232 John A. Williams
Memphis oo 38101 John V. Myers
MINNEAPOLLS ............ 55480 Jean D. Kinsey
David A. Koch
Helena .................... 59601 Lane W. Basso
KANSAS CITY ..o 04198 Herman Cain
A. Drue Jennings
Denver oo 80217  Peter 1. Wold
Oklahoma City ........... 73125 Barmry L. Eller
Omaha ..o 68102 [eRoy W. Thont
DALLAS .o 75201 Cece Smith
Roger R, Hemminghaus
BIPaso oo 79999 Patricia 7. Holland-Branch
Houston ..., 77252 lssae H Kempner HI
San Antonio ... 78295 Carol L. Thompson
SAN FRANCISCO ... 94120 Judith M. Runstad
James A. Vohs
Los Angeles ..o 90051 Anita E. Landecker
Portland .......oooooie. 97208  Ross R. Runkel
Salt Lake City ... 84125  CGerald R. Sherratt
Seattle ............ ... 98124  George V. Russell, Ir.

Cathy E. Minchan
Paul M. Connolly

William 1. McDonough
troest T. Patrikis

Edwurd G, Bochne

William H. Stone, Jr,

Jerry 1. Jordan
Sandra Pianalto

J. Altred Broaddus, Jr.
Walter A. Varvel

Jack Guymn
Patrick K. Batron

Michael H. Moskow
William C. Conrad

Thomas C. Melzer

W. LeGrande Rives
Gary HL. Stern

Colleen K. Strand
‘Thomas M. Hoenig

Richard K. Rasdall

Robert D, McTeer, Jr,
Helen E. Holcomb

Robert T. Paery
John F. Moore

Carl W. Turnipsced!

Charles AL Cerino!
Harold J. Swart!

William J. Tignanelli!
Dan M. Bechter!
Julius Matinowski, Jr.2

James M. Mckee!
Fred R, Herr!
James D. Hawkins!
James T. Curey 111
Melvyn K. Purcell
Robert J. Musso

David R. Allardice!

Robert A, Hopkins
Thomas A. Boone
John P. Baumgartner

John D, Johnson

Carl M. Gambs!
Kelly J. Dubbert
Harold L. Shewmaker

Sammie C. Clay
Robert Smith, T
James 1., Stull!

Mark Mullinix !
Raymond H. Laurence!
Andrea P Walcott
Gordon Werkema

FAdditional ollees of these Banks are focated at Lewiston, Mame 04240; Windsor Locks, Connecticut 06096; Bast Rutherlord, New lersey 07016, Jericho,
New York [1753; Utica at Oriskany, New York 13424; Columbus, Ohio 43216; Columbia, South Caroling 29210; Charleston, West Virginia 25311
Des Moines, Towa 503065 Indianapolis, Indiana 46204; Milwaukee, Wisconsin 53202; and Peoria, Hiinois 61607,

1. Sentor Vice President.
2. Assistant Viee President,
3. Excecutive Vice President




