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OPEN MARKET OPERATIONS DURING 1997

In 1997 the Trading Desk at the Federal Reserve
Bank of New York managed reserve conditions
with the objective of maintaining the federal
funds rate around the level desired by the Fed-
eral Open Market Committee. In 1997 the port-
folio of domestic securities in the System Open
Market Account expanded by a record $41 bil-
lion (excluding all temporary operations), end-
ing the year at $448 billion. Outright purchases
of Treasury securities totaled $44 billion, offset
to a small degree by redemptions of some Trea-
sury and federal agency issues. The growth in
the portfolio during 1997 was significantly
higher than the $15 billion increase recorded in
the preceding year. The Desk closely observed
the behavior of the federal funds rate for any
indication that the decline in operating balances
associated with the spread of retail sweep pro-
grams or any other development was impeding
its ability to control the funds rate or contribut-
ing to volatility in the rate. Volatility in the
federal funds rate did not increase from the
previous year, but it remained above the levels
that had characterized earlier years.

INDUSTRIAL PRODUCTION AND CAPACITY
UTILIZATION FOR MAY 1998

Industrial production rose 0.5 percent in May, to
128.8 percent of its 1992 average, after revised
increases of 0.3 percent in April and 0.4 percent
in March. The rate of industrial capacity utiliza-
tion edged up 0.1 percentage point in May, to
82.2 percent.

STATEMENT TO THE CONGRESS

Alan Greenspan, Chairman, Board of Gover-
nors, discusses the Asian financial crisis and
says that he continues fully to back the Admin-
istration’s request to augment the financial
resources of the International Monetary Fund by
approving as quickly as possible U.S. participa-
tion in the New Arrangements to Borrow and an
increase in the U.S. quota in the IMF. He said it
is better to have the IMF fully equipped if a
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quick response to a pending crisis is required,
before the House Committee on Agriculture,
May 21, 1998.

ANNOUNCEMENTS

Procedure for submitting nominations for new
members to the Consumer Advisory Council
and notice of a council meeting.

Amendment to the tier 1
standard.

leverage capital

Issuance of a final report by the System Task
Force on Internal Credit Risk Models.

Issuance of enforcement actions.

Availability of the Federal Reserve Regulatory
Service on CD-ROM.

Change in Board staff.

MINUTES OF THE FEDERAL OPEN MARKET
COMMITTEE MEETING HELD ON
MARCH 31, 1998

At its meeting held on March 31, 1998, the
Committee adopted a directive that called for
maintaining conditions in reserve markets that
were consistent with an unchanged federal funds
rate of about 5% percent and that contained a
bias toward the possible firming of reserve con-
ditions and a higher federal funds rate.

LEGAL DEVELOPMENTS

Various bank holding company, bank service
corporation, and bank merger orders; and pend-
ing cases.

COMBINED FINANCIAL STATEMENTS OF
THE FEDERAL RESERVE BANKS

These financial statements were prepared by an
independent accounting firm and certify the
combined statement of condition of the Federal
Reserve Banks as of the end of 1997 together
with related statements of income and changes
in capital.
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Open Market Operations during 1997

This article is adapted from a report to the Federal
Open Market Committee by Peter R. Fisher, Execu-
tive Vice President of the Federal Reserve Bank of
New York and Manager of the System Open Market
Account. Virginia Cheng, Spence Hilton, and Ted
Tulpan were primarily responsible for the prepara-
tion of this report. Many other members of the Mar-
kets Group assisted in the preparation;, Annemarie
Gemma and David Parseghian provided invaluable
research support.

FATPIEMENTATION OF MONFTARY Policy
JAN ATV

Operating Piocedures aind Practices

In 1997 the Trading Desk (Desk) at the Federal
Reserve Bank of New York managed reserve condi-
tions with the objective of maintaining the federal
funds rate around the level desired by the Federal
Open Market Committee. The FOMC tightened
monetary policy at its March meeting, raising the
intended federal funds rate from 5% percent to
5% percent, the level at which it was held over the
remainder of the year (table 1). There was no associ-
ated change in the discount rate.

Lo Federal Opep Markes Cominies meening dutes amd
podicy rianes, Decemiber 171096 December [o, 1067
Expected .
Date of mceting l'cdv.-:.:llI :unds ! D::;lir\::né; Ir?u:
{ percent) i
12000096 ... 525 500
4102597 ... 5.25 5.00
29T 5.50 500
SA20097 L 5.50 5.00
T 72497 ... 5.50 5.00
RAN99T7 ...l 5.50 5.00
GIHMOT 5.50 500
WAI209T oo 5.50 5.00
F2AW/97 .o 5.50 5.00

The Committee’s directives instruct the Desk to
maintain the federal funds rate on average around a
specified level. Open market operations are used to
provide a level of nonborrowed reserves that will
allow the federal funds market to clear at the indi-
cated rate. Each day, the Desk aims to keep the rate
as close as possible to the targeted level with a
minimum of volatility. But in deciding each day’s
operations, the Desk also considers how its flexibility
for arranging operations in upcoming days might be
affected by that day’s course of action as well as how
the behavior of the funds rate that day might influ-
ence rates in subsequent days.

At the start of each two-week maintenance period,
a strategy for meeting reserve needs is developed that
is consistent with the estimated demand for excess
reserves and the expected reserve supply arising from
discount window borrowing. These estimates are cap-
tured in the Desk’s allowances for excess and bor-
rowed reserves made each period.! The reserve man-
agement strategy also depends on the estimated daily
pattern of reserve supply and demand. The approach
must be flexible enough to allow for the inevitable
revisions to the reserve estimates, and as a period
unfolds, the Desk will also respond to the observed
behavior of the federal funds rate, which may prompt
some reassessment of daily or period needs. Each
morning, this process of developing a strategy both
for the day and for the remainder of the maintenance
period is repeated.

In deciding on open market operations each day,
the Desk takes account of the estimates of reserve
supply; any special factors that may raise or lower the
need for excess reserves, such as high or uncertain
payment flows; cumulative excess holdings to that

1. In the December 3 maintenance period, the aliowance for excess
reserves was lifted from $1 billion, where it had been set for many
years, to $1.4 billion and held there for the balance of the year. The
change was made in recognition of a rising trend in excess reserve
holdings. As had been the case for several years, adjustment and
seasonal borrowing was expected to meet just a fraction of total
reserve demand in all periods, although average levels of adjustment
borrowing were somewhat higher in 1997 than in earlier years. Actual
levels of excess and borrowed reserves sometimes differed substan-
tially from the formal allowances as a result of errors in the reserve
projections or temporary disruptions to the efficient distribution of
reserves. The Desk made informal adjustments to these allowances as
needed.
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point in the period; the number of days remaining
until the settlement day; and the risks seen in the
reserve estimates. If the federal funds rate is trading
away from its desired level at the time of the opera-
tion, the Desk may adjust the daily level of excess
reserves it aims to provide to contain pressures in the
financing markets and to steer the rate back toward
its desired level in later trading. Responding inade-
quately to current rate pressures increases the
likelihood that these pressures will become self-
reinforcing and influence rates in upcoming days.
The Desk also attempts to anticipate how the rate
would trade over the entire day and recognizes that
providing high or low ievels of excess reserves could
lead to elevated volatility.

Several changes were made to the Desk’s usual
operating practices during 1997. At the start of the
year, the normal entry time for temporary operations
was advanced one hour, to shortly after 10:30 a.m.,
and the par value of all accepted propositions on each
market operation began being announced shortly after
selections were completed. Over the year, the differ-
ent tranches comprising a coupon pass were spread
over longer periods of time. In November, the Desk
also began making public each morning the standard
deviation measuring the volatility of the federal funds
rate on all trades arranged the previous day by the
brokers surveyed by the Markets Group.?

Mo f-‘." LU

The value of retail deposits affected by sweep pro-
grams continued to grow in 1997, further reducing
the level of reserve balances maintained at the

2. The daily standard deviation measures in basis points the disper-
sion of the federal funds rate around the daily effective or average
rate. This measure of volatility accounts for the volume of trades
arranged at different rates.

Federal Reserve Banks. In 1997, deposits initially
affected by new or expanded sweep programs totaled
$85 billion, bringing the cumulative value of these
programs since their inception in 1994 to $252 billion
(chart 1).3 The increase in 1997 was less than the
previous year’s rise, which reflected a slowing in the
spread of sweeps on NOW accounts. A larger propor-
tion of the new programs implemented in 1997 was
applied to retail demand deposits. New sweeps in
1997 more than explain the total drop of $3.2 billion
in reserve requirements over the year (chart 2).
Required operating balances—which include the
balances that banks must hold to meet clearing bal-
ance requirements and reserve requirements but

3. All estimates refer to deposits initially swept by depository
institutions at the start of a program or when the coverage of a
program is expanded. These figures are not updated to include any
later changes in the underlying deposit balances affected by a sweep
program.
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NoTe. All figures ar- maintenanc. period averages calculated at two-week
intervals. Required reserves are the sum of required reserve balances and
applied vault cash. Required operating balances are the sum of required reserve
balances and required clearing balances.



Open Market Operations during 1997 519

sancunilizs e i held e

Billious of dolass

Levels

- Federal agency securities — 400
R Treasury coupais
= M Vrcasurs hills — 300

1980) 1985 1990 1995

exclude applied vault cash—fell somewhat less than
required reserves, about $2.7 billion, reflecting a
slight increase in the level of required clearing bal-
ances and a small drop in applied vault cash.* The
rise in clearing balances was minor because many
banks had already increased these balances to the
maximum level warranted by their use of Federal
Reserve priced services.> The decrease in applied
vault cash was accompanied by an even greater drop
in total vault cash, which includes surplus vault cash.
Many banks that now have no required reserve bal-
ances have explored ways to economize on their
vault cash holdings to minimize the opportunity cost
associated with their surplus vault cash.

PERVANEN T AN TEY P T NENFE N OEY

VIARKL D T v

In 1997 the portfolio of domestic securities in the
System Open Market Account (SOMA) expanded by

4. This measure of required operating balances does not include the
ctfect of as-of adjustments or carryins on the need to hold balances to
meet all requirements.

5. Nonbound banks, which meet all their reserve requirements with
vault cash, earn only 90 percent of the federal funds rate on any
required clearing balances, and some nonbound institutions have
indicated that this has made them less willing to increase their
required clearing balances.

a record $41 billion (excluding all temporary opera-
tions), ending the year at $448 billion (chart 3).
Outright purchases of Treasury securities totaled
$44 billion, offset to a small degree by redemptions
of some Treasury and federal agency issues. The
growth in the portfolio during 1997 was significantly
higher than the $15 billion increase recorded in the
preceding year. Movements in operating factors and
reserve demands were important determinants of
the size of the portfolio’s expansion, but the shifts
in strategies used by the Desk to address seasonal
reserve shortages before year-end in each of the past
two years also contributed to the increased level of
purchases in 1997.

feveive Patterny

Currency in circulation rose $31 billion from year-
end to year-end and was the reserve factor that cre-
ated the greatest need for a permanent expansion
of the portfolio in 1997 (table 2).° Apart from the

6. In percentage terms, currency grew 7 percent from year-end to
year-end, modestly faster than in each of the preceding two years.
Available data suggest that shipments abroad accounted for at least
half of the increase in 1997, which was similar in proportion to other
recent years.

200 Regnered reseeves and aciors altectisg nonborrowed
IRNTRNE

Billions of dollars

Levels in maintenance

: N Changes*
lem period ending
113196 l 1/1197 [lll.’ﬂl‘ﬂ 1996 1997
Reguired reserves ...} 573 50.6 474 -6.7 =32

Faciors affecting
nontharrowed reserves

Currency in

circulation ..., .. 4234 448.1 479.4 =247 -31.3
Foreign currency .. .. 16.4 16.2 16.6 =2 4
Foreign tepurchase

agreement pool . 12.5 4.0 17.0 -1.5 -3.0
Gold and foreign

deposits ..., 21.0 20.6 201 -4 -5

Floal and
foat-related, as-

of adjustmems .. 1.0 20 9 1.0 -12
Treasury balue ... 6.7 6.0 4.9 1 1.1
Applied voult cash ...| 374 38.1 7 7 -4
Required clearing

bulances ........ 5.2 6.6 6.7 ~14 =-d
All other items ...... 255 24.3 232 -12 =14
Net changes in

nonborrowed

factors ......... ~27.0 -36.3
Ouistunding RPs
Parvalue ............ 4 163 10.1 49 -6.2
Premium ............ 3 14 5 6 -8

1. Changes in factors atfecting nonborrowed reserves are expreased in terms
of the effect on reserve supply.
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foreign repurchase agreement (RP) pool, which
rose $3 billion, other factors affecting nonborrowed
reserve supply did not change significantly on bal-
ance over the year. The decline in reserve require-
ments brought on by the further expansion of sweep
accounts moderated the need for a permanent expan-
sion of the portfolio. Currency growth was greater in
1997 than in 1996, although the absolute decline
in reserve requirements was less. Altogether, move-
ments in nonborrowed reserve factors and required
reserves deepened underlying reserve shortages about
$13 billion more in 1997 than in the previous year.

fnrpecct ot Yeor-Fid Roserve Moanaucnent
Straiezics

Shifts in the Desk’s year-end reserve management
strategies also help explain why the total increase in
the portfolio last year was so much larger than in the
preceding year. As explained in last year’s annual
report, the Desk conducted relatively few outright
purchases late in 1996 in order to place itself in a
position of needing to add, rather than drain, reserves
on a temporary basis when required reserve balances
reached their seasonal low in early 1997. A relatively
modest level of outright purchases made in late 1996
left a reserve shortage of nearly $16 billion in the
maintenance period covering the 1996 year-end that
was addressed with temporary RPs—about $5 billion
more than was used to address shortages over the
preceding year-end period.” After the seasonal low
passed in early 1997 and as reserve needs began to
grow again, the Desk bought nearly $6 billion of
coupons outright in the market in the first quarter,
adding relatively more on a permanent basis than is
usually the case at this time of year and returning the
underlying needs to more typical levels.

In planning for the lows in operating balances in
early 1998, the Desk felt that this interval could be
addressed with either moderate add or drain needs,
given the banking system’s successful management
with declining reserve balances over the past year.
Thus, its approach to the year-end buildup in reserve
needs in 1997 was more typical to that of earlier
years: The reserve shortage over the year-end main-
tenance period was reduced to about $10 billion
through purchases of $19 billion of Treasury coupons
and bills in the final two months of the year.

7. These amounts represent the par values of the RPs arranged in
the year-end maintenance periods. The cash values including pre-
miums were modestly higher in each year.
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Crrichy Transactions Toechmigues

Most of the expansion of the portfolio was achieved
by arranging outright purchases in the market
(chart 4). However, nearly $3.6 billion of bills were
purchased directly from foreign accounts, compared
with only $88 million in 1996. The Desk bought most
of these—$3 billion—on two separate occasions in
December. The second of these purchases, totaling
$2 billion, was made late in the month. This purchase
further reduced temporary reserve shortages around
the year-end, but the reserve effect was not long
[asting because the Desk chose to purchase Treasury
bills that matured in January and to redeem them at
maturity.

The Desk continued to break out its purchases of
coupon securities into separate tranches covering dif-
ferent portions of the yield curve. In late 1996, the
SOMA Manager informed the FOMC and the pri-
mary dealers that coupon purchases might be spread
over several weeks. Previously the tranches making
up a pass had been more concentrated, generally
falling within the span of a few days. The sets of
tranches that made the passes in 1997 spanned inter-
vals that ranged from five to twenty-four business
days. The intention was to reduce the effect of the
Desk’s market entries on market prices; over the
year, prices showed little reaction to open market
coupon purchases.

SOMA Porttolio Maiagenient

The overall expansion of the portfolio was more
concentrated in holdings of Treasury coupon securi-
ties than in the preceding year, largely because
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reduced Treasury issuance of bills deflected some of
the Desk’s outright purchases into the coupon sector.
Altogether, the Desk bought $35 billion of coupon
securities in 1997 in six passes in the market, com-
pared with $7 billion purchased in two passes in
1996. Bill purchases totaled $9 billion, with about
354 billion bought in two passes in the market.
These purchases were down a bit from the $10 billion
purchased in 1996, almost all of which was acquired
in two passes in the market. Given the relatively
greater total of outright purchases needed in 1997,
the Desk’s preference would have been to purchase
bills and coupon securities in more equal proportions.
However, the Desk felt that the reduced bill issuance
over much of 1997 would have made it difficult to
purchase much supply in the secondary market with-
out sharply affecting market prices. Thus, the Desk
did not buy any bills in the market between April and
November. In December, after a period of somewhat
larger bill auctions and more liquid market condi-
tions, the Desk bought bills in the market again but in
relatively modest quantities; prices did not respond
much to these purchases.

Because outright purchases were concentrated in
the coupon sector, the average maturity of the SOMA
holdings of Treasury securities incrcased to
42.6 months at the end of the year from 41.2 months
one year earlier. As of the end of 1997, 13.0 percent
of total marketable Treasury debt outstanding was
held in the SOMA, up from 11.7 percent one year
earlier. This increase reflected the high level of out-
right purchases made in an environment of shrinking
federal government deficits.

At midyear, the Desk picked up the pace of its
gradual runoff of federal agency securities that began
in 1982 by redeeming all agency securities rather
than exchanging them for new eligible issues as they
matured. Holdings of these issues dropped $1.2 bil-
lion over the year. About $2 billion of Treasury
coupon securities, a portion of the maturing original
issue seven-ycar notes held by the SOMA, were also
redeemed during 1997. The remaining seven-year
notes that matured were rolled into the Treasury’s
inflation-indexed securities, and the Desk held
$1.65 billion of these securities, about 5 percent of
the total issuance, at the end of the year.

TEMPORARY ACTINITY FOR THE SYSTEM (JPLN
MARKED ACCOUNT

Temporary Rescive Nevds and Projections

The Desk arranges temporary operations to meet
reserve needs that are not addressed by its outright

S0 Opentmher operativins needed o hio path, s
matenanee periesd, Jannery 3199t December 31 Tuad

Billiuns of dollars

Final estimate

Initial estimate
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Jan. 3 July 3 Jan. | July 2 Dec. 31
1996 1996 1997 1997 1997

Muintenance period settienent duys

NoTe. Initial estimates are as of the first day of cach period; final estimates
reflect all revisions to nonborrowed reserve factors and required reserves avail-
able as of the day after the period ended. Data are daily.

operations. These temporary operations must be
structured to allow for day-to-day variations in
reserve supply and demand and for the possibility of
revisions to reserve estimates within a maintenance
period.

The initial reserve shortages estimated at the start
of each period were somewhat larger in 1997 than in
the preceding year (chart 5). When the Desk began
to operate at an earlier time, it was more comfortable
arranging larger temporary RPs. But large shortages
were not viewed as a necessity for managing the
funds market since the banking system successfully
adapted to lower operating balances with a variety of
underlying reserve needs. The larger reserve short-
ages help to explain the absence of matched sale—
purchase transactions in 1997.

On balance, net revisions to nonborrowed reserve
factors and required reserves made after a period had
begun were somewhat greater in 1997 than in 1996—
about $1.3 billion in absolute value per period com-
pared with $900 million the previous year.® All of the
increase reflected the unexpected inflow of tax
receipts following the April 15 tax date. On the eve
of this date, tax inflows were not expected to cause
the Treasury balancce to rise above its targeted level
of $7 billion. During the May 7 period, the Treasury
balance averaged $28 billion and peaked at $52 bil-

8. This calculation compares the actual effect of factors and
required reserves on reserve needs during a maintenance period with
their estimated effect at the start of a period. It does not measure net or
gross daily forecast misses.
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lion on one day. Even apart from this episode, how-
ever, the Treasury balance proved to be one of the
more difficult factors to predict, as it had often been
in preceding years.

Period-average revisions to the foreign RP invest-
ment pool rose from about $350 million in 1996 to
about $500 million in 1997, reflecting a few instances
when accounts placed a substantial amount of funds
in the investment pool on relatively short notice. The
need to complete daily projections sooner each morn-
ing to accommodate the Desk’s earlier entry into the
market may also have contributed to some of the
decreased predictability of this factor. On the other
hand, revisions to currency were generally smaller in
1997.

Revisions to applied vault cash made within a
maintenance period averaged $230 million, similar in
magnitude to the revisions in 1996 but considerably
greater than the revisions in years before 1996.
Sweep accounts have compounded the difficulties of
estimating the amount of vault cash that could be
used to meet reserve requirements. Required reserves
proved to be modestly more difficult to forecast in
1997. Revisions to applied vault cash were often
positively correlated with revisions to required
reserves, thereby reducing their net effect on overall
period need; but revisions to these two measures
were not always made on the same day within a
period.

Another source of uncertainty for reserve opera-
tions was the premium on RPs—measured by the
difference between the par and the cash values of
collateral on accepted propositions. The drop in Trea-
sury coupon yields over the second half of the year
was assoclated with an increase in the average premi-
ums on RPs as market prices on many outstanding
coupon issues rose further above their par values.
The premium on RPs during the final quarter of the
year averaged 8 percent, twice as high in percentage
terms as during the first half of the year. Although
changes in the underlying trend of the premium were
readily recognized, the premium often varied signifi-
cantly from one operation to the next and was diffi-
cult to anticipate for any single operation.

Temporary Open Market Operationys

In 1997 the Desk greatly increased its use of over-
night (one business day) RPs (chart 6). A trend
toward increased use of overnight operations began
in 1996 and largely reflected the Desk’s perception
that banks had less flexibility to absorb sizable imbal-
ances between reserve supply and demand on any

6. Sysleut temporary operations, 993-07
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day when managing their accounts because of their
reduced operating balances. In this environment, the
Desk intervened more frequently to maintain a stable
balance between daily reserve supply and demand.
Relatedly, in structuring its temporary operations,
the Desk was careful not to let the estimated level
of operating balances fall too low on any day, a
consideration that sometimes argued for overnight
operations.

The Desk still frequently arranged term RPs to
help meet large underlying reserve shortages that had
to be addressed with temporary operations, although
these operations were often supplemented by over-
night RPs to smooth uneven daily excess patterns.
The number of days that two operations—one term
RP and one overnight RP—were announced simul-
taneously increased from five in 1996 to seventeen
in 1997, most often occurring at the start of a main-
tenance period. The risk that subsequent reserve
revisions would unexpectedly create a surplus was
reduced because term RPs were used less frequently
to meet an estimated reserve shortage in its entirety;
for this reason the Desk did not find it necessary to
make withdrawable any of the term RPs it arranged
in 1997,



Open Market Operations during 1997 523

The Desk continued to adhere to its normal prac-
tice of arranging its temporary operations at a preset
time each day—shortly after 10:30 a.m. On some
occasions when large anticipated reserve shortages
were estimated, the Desk conducted its operations
before the normal entry time, usually around
10:00 a.m., after a full set of reserve estimates
became available. But the number of instances when
the Desk entered the market before the normal entry
time was down from the preceding year—eleven
compared with nineteen in 1996—largely because
the usual entry time had been moved forward. The
need to enter the market early was most pressing
during the April tax season, when upward revisions
to the estimated Treasury balance left large deficien-
cies at the same time that the pool of available
collateral was dwindling because of the sizable
amounts already held on outstanding RPs.

On three occasions in 1997 the Desk reentered the
market shortly after having made its selections on a
previously announced temporary operation. In all
three cases, propositions on the earlier operations fell
short of the amount needed to address the estimated
reserve shortage on the day.

Reserve Managsement during the
April Tux Scason

During the second half of April, the Desk’s activity
was significantly influenced by unexpectedly large
reserve shortages that resulted from tax receipts to
the Treasury that far exceeded anticipated inflows.
Most of the unexpected strength came from indi-
vidual nonwithheld tax receipts. These receipts
totaled $123 billion in April, about $30 billion more
than expected and more than 20 percent higher than
the corresponding flows in 1996. It was initially
believed that the Treasury balance at the Federal
Reserve could be maintained around a target level of
$7 billion. However, tax receipts by April 22 left no
further capacity in Treasury Tax and Loan accounts
at commercial banks to absorb additional inflows,
which consequently had to be maintained at the Trea-
sury’s account at the Federal Reserve. The Treasury’s
balance with the Federal Reserve peaked at a record
high of $52 billion on April 30 (chart 7).

The rapid progression of daily upward revisions to
tax flows, the Treasury balance, daily reserve defi-
ciencies, and period-average reserve needs led the
Desk to address huge daily reserve shortages with
both sizable overnight and term RPs. Given the size
of the daily needs, the Desk entered the market
earlier than its normal operating time on six consecu-

7. Treasary balunces and outstanding repurchase
agreemenis (RPs, Apnl 15 May 14, 1997
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tive business days starting on April 23 in an attempt
to garner sufficient propositions for its operations. On
two occasions, prapositions on an initial RP fell short
of the Desk’s desired amount, and a second operation
was arranged. Collateral became increasingly scarce
as the value of securities already held by the Desk on
outstanding RPs grew, and the spread on RP rates to
the federal funds rate dropped well below normal
levels. The total par amount of RPs outstanding
reached a record peak of about $51 billion on
April 30, coincident with the peak in the Treasury
balance. Reserve shortages and RPs quickly receded
when regular government outlays and principal and
interest payments were made in early May.

FXCESS RESERVES AND
THE FEDERAL FUNDS RATE

The Desk closely observed the behavior of the fed-
eral funds rate for any indication that the decline in
operating balances associated with the spread of retail
sweep programs or any other development was
impeding its ability to control the funds rate or con-
tributing to volatility in the rate. Excess reserve pat-
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terns were also examined to see whether banks were
holding more excess reserves—either because they
wished to protect themselves against end-of-day
overdrafts or because they were less able to reduce
large positive daily excess positions accumulated dur-
ing a period. In general, excess reserve levels did
rise over 1997, but the increase was concentrated at
smaller institutions that have implemented sweep
programs. Volatility in the federal funds rate did not
increase from the previous year, but it remained
above the levels that had characterized earlier years.

Lxcess Reserves

The period-average level of excess reserves rose
gradually through much of the year and then jumped
significantly higher in the final quarter, reflecting the
Desk’s accommodation of heightened bank demand
(chart 8). Among the group of large institutions,
which includes about 120 banks and thrift institutions
having relatively large deposit liabilities, increases
were concentrated at a small number of banks that
had adopted sweep programs.

Sweep programs, however, have had some effect
on the interperiod pattern of excess holdings at large
institutions in general. Usable carryover levels of
these banks fell sharply in 1997 because of lower
levels of required reserve balances. This decline has
dampened period-to-period volatility in excess hold-
ings at the large banks, and aggregate excess levels
for these institutions are now rarely negative
(chart 9).

Much of the increase in excess reserves seen over
the past year has been concentrated at smaller banks
and thrift institutions, and specifically at those institu-

8. Muintenance period averages of ol cacesy resenve
holdings, 1994 97
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tions, foreign institutions, and nonreporting institutions. Maintenance period
averages are calculated at two-week intervals.

tions that have implemented sweep programs, even
though accumulated initial values of sweep programs
at all depositories categorized as other than large
accounted for less than one-third of the total.? The
extent to which the smaller institutions have deliber-
ately increased their excess reserves to cover clearing
needs remains unclear. At least some of the increase
in excess holdings at these smaller institutions could
prove temporary: Among a small sample of institu-
tions examined in this category, the level of excess
reserves always rose sharply for a few maintenance
periods immediately after a sweep program was
launched but then fell back to a much lower level
after the institution adapted to its new reserve require-
ment environment.'® After this initial adjustment,
about half of the banks examined showed levels
of excess reserves remaining modestly above levels
that were typical before the sweep program was
implemented.

In arranging its open market operations, the Desk
gauges the pace at which banks prefer to accumulate
reserves during the maintenance period to meet
period-average requirements. Because of averaging,
there can be considerable variability in the intra-
period pattern of excess reserves that banks can com-
fortably hold, and actual intraperiod excess does vary
from period to period. But historical patterns suggest
that for several years banks have had a preference
for accumulating more excess balances over the sec-

9. Atyear-end, sweeps at institutions other than Jarge banks totaled
$77 billion.

10. In general, a similar pattern of sharply higher excess holdings
after a new sweep program was implemented was not found among
Jarger institutions.
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ond week of a maintenance period, which the Desk
attempts to accommodate in its reserve-supplying
operations to stabilize the federal funds rate
(chart 10). Within the second week, however, banks
accumulated somewhat more excess reserves in the
days leading to the settlement day and somewhat less
on the settlement day itself in 1997 than in the
preceding year.

Federal Funds Raie

The federal funds rate averaged over two-week main-
tenance periods was generally as close to the intended
funds rate in 1997 as it had been in carlier years.!
The absolute values of the differences between the
mean effective funds rate and the target rate for each
maintenance period have averaged 4 or 5 basis points
in each of the past four years (chart 11). The period-
average effective funds rates showed a slight upward
bias of slightly more than 1Y basis points relative
to the intended rate in 1997. But although period-
average levels of the funds rate have been as close to
the target as before, deviations of the daily effective
funds rate from target have increased modestly, coin-
ciding with the large drop in operating balances
beginning in 1996. The mean and median absolute
values of deviations of the daily effective funds rate
from target for all business days rose 5 and 3 basis
points, respectively, in 1996 and did not fully return
to the earlier levels in 1997 (chart 12). Daily devia-
tions from target are generally greater than period-

11. The calculation of the average or mean effective federal funds
rate for a maintenance period includes weekends and holidays.

NoTe. The average effective funds rate in a maintenance period includes
weekends and holidays. Differences are of period effective rates from target.

average deviations because of some tendency for firm
and soft daily effective funds rates to be partly offset-
ting within a maintenance period.'?

Intraday volatility as measured by the daily stan-
dard deviation of the funds rate on all trades arranged
during the day increased in 1996 and remained at a
similar level in 1997. The median standard deviation
for all business days increased from 5 basis points to
10 basis points in 1996 and declined only slightly, to
9 basis points, in 1997 (chart 13). The number of
days when intraday volatility was especially high,
defined as days marked by a standard deviation in
excess of 50 basis points, jumped from eighteen in
1995 to twenty-eight in 1996 and then declined to
twenty-five in 1997.13 On most days, volatility is
greatest in late trading, when the extremes on the
daily trading range for the funds rate are typically
reached. The lower operating balance environment of
the past two years is seen as a principal cause of this
increased volatility. It does appear, however, that the
modifications that the Desk has made to its selection
of operations and the provision of more excess
reserves in 1997 prevented intraday volatility from
worsening in 1997 despite the further decline in
operating balance levels.

12. In addition, the mean values of the period-average deviations
capture the effects of weekends and holidays, but the mean values of
the daily deviations consider only business days.

13. The daily data plotted in charts 12 and I3 include days when
the targeted federal funds rate was changed. There were six such days
in 1994, three in 1995, and one in both 1996 and 1997. Excluding
these days reduces the mean value of the absolute difference between
the effective and targeted funds rates 1 basis point in 1994, to 11 basis
points (chart 12); other summary statistics for the mean and median
values presented in charts 12 and 13 are unchanged.
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Another factor that may have helped cap volatility
in the funds rate was an increase in adjustment credit
borrowing in 1997. Although absolute levels of this
borrowing remained relatively low, adjustment credit
on nonsettlement business days averaged about
$120 million in 1997 compared with slightly more
than $50 million the preceding year. This increase in
borrowing may have resulted from efforts to encour-
age banks to use the window when reserve markets
tighten, although it could also reflect in part the
banking system’s reduced flexibility in &djusting to
unanticipated shortfalls in reserves given the lower
level of required operating balances.

Finally, intraperiod deviations of the daily effective
funds rate from target showed some changes in 1997,

although the changes do not appear to be directly
linked to the level of operating balances (chart 14).
The firm financing conditions that have long been
associated with maintenance period settlement days
were much less pronounced in 1997 than in the
preceding two years. The higher period-average lev-
els of excess and the provision of a greater portion of
total excess holdings ahead of the settlement day in
1997 may have been contributing factors. Somewhat
soft market conditions continued to prevail on Fri-
days, especially the second Friday of each period.
The firm conditions that have characterized the mar-
ket on many Mondays over the past two years to a
large degree reflected a shift in calendar dates: Many
more days characterized by high payment flows and
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the associated firm market conditions fell on a Mon- 15 Effective federn) funds rute fess the target rate exprossed

day in 1996 and 1997 than did so in 1995.14 as the average of difierences by duy of maintenance
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APPENDIN A AUTHORIZATION TOR DOMESTHC
OPEN MARKET OPERATIONS

Open market operations during 1997 were conducted
under the Authorization for Domestic Open Market
Operations. The standard authorized limit on inter-

14. Many financial payments and Treasury auction settlements that
otherwise would fall on a weekend, according to calendar rules, are
deferred to the next business day, increasing the likelihood that these Tours, Fri. Moo Tues. Wed. Thars. P, Moa. Tﬂﬁ Wed:
payment flows would fall on a Monday. Week one Week wo
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APPENDIX A: AUTHORIZATION FOR DOMESTIC
OPEN MARKET OPERATIONS—CONTINUED

meeting period changes in System Account holdings
of U.S. government and federal agency securities was
$8 billion. Four temporary changes were made to this
leeway during 1997. The Committee raised the autho-
rized limit on intermeeting period changes in System
holdings to $12 billion at its February, March, and
November meetings. The leeway was increased a
second time during the November intermeeting
period to $17 billion on December 8. The Authoriza-
tion for Domestic Open Market Operations in effect
for 1997, except when amended as above, is reprinted
below:

Authonization for Domestic Open Market Operations

1. The Federal Open Market Committee authorizes and
directs the Federal Reserve Bank of New York, to the
extent necessary to carry out the most recent domestic
policy directive adopted at a meeting of the Committee:

(a) To buy or sell U.S. Government securities, includ-
ing securities of the Federal Financing Bank, and securities
that are direct obligations of, or fully guaranteed as to
principal and interest by, any agency of the United States
in the open market, from or to securities dealers and
foreign and international accounts maintained at the Fed-
eral Reserve Bank of New York, on a cash, regular, or
deferred delivery basis, for the System Open Market
Account at market prices, and, for such Account, to
exchange maturing U.S. Government and Federal agency
securities with the Treasury or the individual agencies or to
allow them to mature without replacement; provided that
the aggregate amount of U.S. Government and Federal
agency securities held in such Account (including forward
commitments) at the close of business on the day of a
meeting of the Committee at which action is taken with
respect to a domestic policy directive shall not be increased
or decreased by more than $8.0 billion during the period
commencing with the opening of business on the day
following such meeting and ending with the close of busi-
ness on the day of the next such meeting;

(b) When appropriate, to buy or sell in the open
market, from or to acceptance dealers and foreign accounts
maintained at the Federal Reserve Bank of New York, on a
cash, regular, or deferred delivery basis, for the account of
the Federal Reserve Bank of New York at market discount
rates, prime bankers acceptances with maturities of up to
nine months at the time of acceptance that (1) arise out of
the current shipment of goods between conntries or within
the United States, or (2) arise out of the storage within the
United States of goods under contract of sale or expected

to move into the channels of trade within a reasonable time
and that are secured throughout their lite by a warehouse
receipt or similar document conveying title to the under-
lying goods; provided that the aggregate amount of bank-
ers acceptances held at any one time shall not exceed
$100 million;

(¢) To buy U.S. Government securities, obligations
that are direct obligations of, or fully guaranteed as to
principal and interest by, any agency of the United States,
and prime bankers acceptances of the types authorized for
purchase under 1(b) above, from dealers for the account of
the Federal Reserve Bank of New York under agreements
for repurchase of such securities, obligations, or accep-
tances in 15 calendar days or less, at rates that, unless
otherwise expressly authorized by the Committee, shall be
determined by competitive bidding, after applying reason-
able limitations on the volume of agreements with indi-
vidual dealers; provided that in the event Government
securities or agency issues covered by any such agreement
are not repurchased by the dealer pursuant to the agree-
ment or a renewal thereof, they shall be sold in the market
or transferred to the System Open Market Account; and
provided further that in the event bankers acceptances
covered by any such agreement are not repurchased by the
seller, they shall continue to be held by the Federal Reserve
Bank or shall be sold in the open market.

2. In order to ensure the effective conduct of open
market operations, the Federal Open Market Committee
authorizes and directs the Federal Reserve Banks to lend
U.S. Government securities held in the System Open Mar-
ket Account to Government securities dealers and to banks
participating in Government securities clearing arrange-
ments conducted through a Federal Reserve Bank, under
such instructions as the Committee may specify from time
to time.

3. In order to ensure the effective conduct of open
market operations, while assisting in the provision of short-
term investments for foreign and international accounts
maintained at the Federal Reserve Bank of New York, the
Federal Open Market Committee authorizes and directs the
Federal Reserve Bank of New York (a) for System Open
Market Account, to sell U.S. Government securities to such
foreign and international accounts on the bases set forth in
paragraph l(a) under agreements providing for the resale
by such accounts of those securities within 15 calendar
days on terms comparable to those available on such
transactions in the market, and (b) for New York Bank
account, when appropriate, to undertake with dealers, sub-
ject to the conditions imposed on purchases and sales of
securities in paragraph 1(c), repurchase agreements in U.S.
Government and agency securities, and to arrange corre-
sponding sale and repurchase agreements between its own
account and foreign and international accounts maintained
at the Bank. Transactions undertaken with such accounts
under the provisions of this paragraph may provide for a
service fee when appropriate.
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APPENDIX B

B.1 Operativns i LS sovernsient sevuciles snd federal aocuey secoritios by the Pederal Bewerve Bank of New York for the
vaar endaed December 3101997

Thousands of dollars except as noted

Type of issue e . Lemntons E Net Holdings, Holdings,
anif matuity category Purchases Sales Redemp hunges change 12/31/97 | 12/31/9
Government securities
Treasury bills .................... 443,486,509
Ouiright ......ooovvnniiiiiniin s 9,146,900 0 0 —443,836,509! 8,796,900 214,149,444 205,352,544
Magched tmn.sauinns ..... 3.577.951,833 -3,580.272,240 0 0 -2,320,707 =17,026,746 ~14,706,039
Totalbilks ,.....ooovvviiniinnine.n. 3.587.098.433 —3.580.272,240 0 ~350,000 6,476,193 197,122,698 190,646,503
amsury:mm and bonds
1i-H
Within 1 year ........ eeaaaas 5,549,000 0 -1995910 ~27,498.311 ~231,945.221° 49,369,485 29,045,22
T years ..o 19,688,246 0 0 20,273,311 39,961,557 95,028,355 95,607,624
Swllyears ...o..ovvviiiinnenn. 3.8631.818? Q 0 5,215,000 9.078,818* 40,906,736 33,781,913
Morethan 10 years ................ 5,897,100 4] 1] 2,360,000 §.257,100" 48,308,293 41,825,857
Totalnotesandbonds ................ 34,998,164 0 -L995910 350,000 33,352,254 233.612.869 200,260,615
Totul povernment securitics
Including maiched tmazactions . ... 3.622,096,597 -3.580.272,240  -1.995910 0 39,828,447 430,735,567 390.907,120
Exétuding matched transoctions ... 44,145,064 0 -1995910 0 42,149,154 447,762,313 405,613,159
Federmi agency issues
) LU ~1,185.000
Within | year .......oonnine 0 0 -1540.150 1,185,000 —1.540,150° 252,000 1,223,050
l105years ..... (] 0 1] 1] 04 152,900 519,900
S0 10yenrs . 0 0 0 0 0+ 254,650 436,750
Maore than 10 yezrs e 0 1] ] }] [ 25,000 25,000
Toll) sgency Sues .......cooeneunn. [ 0 -L540,150 0 -1.540.150 684.550 2224700
Total System Account
Including matched sransactions ... 3,622096,597 —3580.272,240  —3.536.060 (] 38,288,297 431,420,187 393,131,820
Excluding matcbed transactions ... 44,145,064 0 -3.536,060 Q 40,609.004 448.446,863 407.837.859
Federal Reserve Bunk of New York
repurchite agreements .......... 970,894,000  -968.637.000 0 0 2,257,000 23,840,000 21,583,000
NoTE. Data arc on a settlement-date basis. There were no customer related sale—purchase transaction was $17,026,746,000 and $14,706,039,000 respec-
repurchase agreements passed through to the market for the year ended Decem- tively. Loans of Treasury securities by the Federal Reserve Bank of New York to
ber 31, 1997. On December 31. 1997, and December 31, 1996, the matched primary dealers for the year ended December 31, 1997, were as follows:
Loans owtstanding
Securiries loans Maturities Net change Dec. 31, 1997 Dec. 31, 1996
Loan agreements (thousands of dollars) ......... 25,456,165 25,058,165 398,000 887,200 489,200

1. Bills in the amount of $350,000,000 were exchanged for Inflation Index Notes on February 6, 1997.
2. Includes inflation compensation on Inflation Index Notes of $22,963,500.
3. For Treasury notes and bonds, figures do not include the following maturity shifts (thousands of dollars):

Within | year Lo 5 vears 510 10 years More than 10 years
Treasury notes and bonds ................... . 44,269,485 —40,540,826 —-1,953,995 -1,774,664

4. For federal agency issues, figures do not include the following maturity shifts (thousands of dollars):

Within | yeay 1103 yeurs 310 10 years More than 10 vears
Federal ageuncy issues ... 569,100 -367.000 =202.100 0

Appendix C begins on page 530.
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APPENDIX C

Cobo Toral LLS Treasury and rederally sponsored aeeney C.S0 Treasury notes aod Intlation fndes Sotes in dhe
securities teld 1 the System Open Murket Account. Boderal Reserve Ssatem Opea Marher Account,
Decemnber 31,1997 Pecember 31 1997
Thousands of dollars Thousands of dollars, except as noted

Net change i standi
Ttem Holdings. Since Lisve ounnding Holdings, | Percentage | Net change
12/31/97 12/31/96 , 12/31/97 of ratal issue since
Coupon M‘d‘:g‘y outstanding | 12/31/96
Total agency iSSUES ..............0. 684,550 -1,540,150

US Treasury securites 13198 10e70 57 138000
Bills . .ooieeiiieriiscnenniersrsnnn 197.122.698! 6,476,193 1731798 '755:0“) .61 i m’ooo
Notes .. . 172,533,011 21,611,290 2/15/98 440,000 38 0
Bonds .., 59,406,894 10,068,000 2/15/98 3837560 184 549,000

ion Index Notes .............. : 650,000 X y
Inftation Index Notes 1,650,000 1,650, %g?;gg ;:, .ggg '3(238 g; I ,235_008

9 295 A

Total US. Treasury and . . 331098 1848220 85 250,000
ABENCY ISSUES . ...i.iiiiiiiinnt 431,397,153 38,265,333 4115798 4,500 72 30,000
- - - 4/30/98 610,000 5.0 115,000
1. Holdings were reduced $13,600,000 of January 8. Treasury bills and 4730198 951,000 45 000
$3,426,746 of January 15, Treasury bills that were sold under matched sale— 5115/98 863,000 9.4 385,000
purchase agreements, which are returned the following day. 5115198 4,002,117 19.3 600
2. Does not reflect inflation compensation on Inflation Index Notes of 5/31/98 1,106,000 52 435,000

$22,963,500. 5/31/98  '855.000 69 50,000
' 6/30/98 1,471,000 1.7 0

6/30/98 1,177,000 54 0
7015798 1,751,140 177 436,000

e e 731798 1,156,750 54 290,000

.20 oS, Treasury dills in the Syvstem Open Market 7131198 685! 59 213,000
Aconunt. December 3, 19497 8/15/98 4489808 20.1 0

8/15/98  (,480, 13.0 469,000
Thousands of dollars, except as noted 8731798 1,970,300 9.0 1,186,000
S30/08  omsw0 17 2pe00
Pervenlage .7 &
Mstwrity date of Holdings fioay. | Netchange 9/30/98 1,219,000 57 283,000
issue culstanding 12431197 issue 12131796 10715/98 1,001,593 9.8 33,000
outstanding 10/31/98 995,000 4.7 170,000
11713708 27218 132 202000
1/02/98 6.966.430 30.4 6.966.430 ! 121 13, /
1,08,98 . 194.320| A l94,320 11415198 546.«» 55 11,000
171598 .. 4920114 210 4920114 130/ 819.200 40 534,200
1/22/9% .. 7,450,500 17.1 7,450,500 130res e At 100.000
1/29/98 .. 6.812,315 300 6.812.815 2318 15768 3 N
2/05/98 14,158.010 313 14,158,010 B oo by :
2/12/98 7324485 309 7324485 19 Taon b 245
2/19/98 7219564 320 7,219,564 I3t Ta0m 38 Tas.000
2/26/98 .. 6,793,180 30.1 6.793.180 1349 P 130.000
3/05/98 ,.. 13,664,955 30.7 13,664.955 TR et o Lo
3712498 .. 7,371,780 318 7.371,780 2728709 1 ?g;'om 60 1,199,000
3/19/98 .. 35 6,859,310 2128799 215,000 6 "280.000
3226198 ... 293 6,129.235 75 0 280:
4702/98 ... 309 9.011.000 3/31/99 1875000 147 0
4709798 ... 30.1 3.235.000 3/31/99 1,420,000 12 1,420,000
leros 123 Hert 4/15/99 1073700 106 0
3730798 356 9290600 4/30/99 1225000 64 1225000
/07798 vt 3445000 5715199 2:869,124 123 267,000
5/14/08 309 3360.000 5/15/99 1631500 163 510,000
2008 33 3425000 5731199 738,000 40 738,000
5/28/98 ... E1K 9,985,000 P cod 36 100.000
6/04/98 .. 282 3,090,000 99 1644820 126 0
6/11/98 .. 303 3,420,000 6/30/99  Gad 433 36 644,435
5/18/98 .. 1000 2938 3,365,000 Ti15198 349,000 3.3 0
6/25/98 .. 750,000 293 8,750,000 1399 1531400 124 385.000
7123198 .. 5,000 303 5,695,000 13199 1096970 65 1096970
8/20/98 .. 5,797,000 30.9 5:797:Om 8/15/99 2,232,110 9.8 452,000
9/17/98 .. 5.545,000 30.3 5,545,000 8/15/99 858,600 84 61.000
10715798 . 000 320 6.010.000 8§/31/99 1,304,630 1.6 1,304,630
11/12/98 .. 5,475,000 297 5.475.000 8/31/99 951480 L) 250
12/10/98 000 315 5,660,000 9/30/99  1078.752 14
Totil that sinred . 9/30/99 642,380 37 642,380
1907 190,646,505 10/15/99 406,115 39 0
. sahE S @ s
1 2, b 5
Total ..................... 197,122,698 e 6,476,193 1/15/99 814,000 76 127,000
NoTe. Data are on a statement-date basis. “gg;gg %"1722?32 :3(2) 73%
1. Holdings were reduced $13,600,000 of January 8, Treasury bills and 11/30/99 ‘548175 a2 548,175
$3,426.746 of January 15, Treasury bills that were sold under maiched sale- 12731199 795:780 4.8 795:736
purchase agreements, which are returned the following day. 12/31/99 1,379,665 1.1 25,000
1715700 689,545 6.8 0
1731100 864,440 7.1 252,000
2715/00 986,000 9.2 154,000
2715700 846,796 4.2 846,796
2/29/00 1,322,290 10.7 387.000
3731700 1,341,510 10.2 136,000
4/15/00 360.000 34 0
4730700 1.024.230 8.3 256,500
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(13- Continued Clds LossTreasury bonds held inthe System Open Market
Account, December 31, 1947
Thousands of dollars, except as noted
Thousands of dollars, except as noted
Issue outstanding ) .
tssue outstanding Holdings, Percentage | Net change Co Maturity u.yﬁ‘t'm :
. 1203197 of total issuc since upon date
Coupon Mty outstanding | 12/31/96 L.
5/15/00 2807000 135 2,807,000
5/15/00 480,000 4.6 0
$131/00 843,460 66 204,000
6130700 740,100 59 0
7131700 455,000 37 70,000
8/15/00 1309945 23 1,309,945
8/15/00 1.158.400 10.5 314,000
8131100 650,000 55 135,000
1,009.000 8.4 285,000
537,430 4.5 0
1,651,200 103 1,651,200
881,000 17 40,000
646,200 5.2 266,200
g&l)ggg (7,2 91.008 E - 0
929500 8.2 252,000 128 -595-0"8
901,000 70 101,000 4 0
1,600,000 113 100.000 : °
938,500 6.8 73,500 v, - 0
1,157,000 94 265.000 3k H
911,900 6.7 256,900 - 30,000
1.175.000 8.2 75,000 209 5000
£73.000 6.2 173.000 =0 P
1,375,000 L1 260,000 i 0
860,300 6.2 335,300 23 o
1,037,000 Z.(z} ggggg -3 H
2441000 10,1 298,000 B
476,000 34 286,000 e -
625,000 45 000 He a
777000 53 777,000 : ]% 0
803000 58 803,000 - 0
980,900 6.9. 980,900 5 o
1.035.000 72 1,035,000 N3 L a0
1.016,009 87 35,000 o i3E C saom
949000 70 549,000 By Ll
786,000 6.0 786,000 B+ B
295,000 24 295,000 i,; .
2247000 94 57,000 & m
701,000 55 701,000 o5 59,000
460,000 36 000 5 559000
390000 33 390,000 3] e
400,000 33 400,000 3. - 350000
585,000 49 585,000 C LB koo
2,145,000 9.1 50,000 k7 R
3,685,000 13.2 65,000 o vt
650000 50 100,000 3 {gg . m
1905550 132 25,000 T Rk
810,000 6.1 0 i St
1753040 123 140,000 o . TR
1150000 83 0 3 m‘%
2,000/ 136 0 2 ]
1800000 120 0 44 13,000
o : i e
! 9.7 0 :
2075000 130 375,000 55,000
2265752 100 645,000
‘ 2432800 108 588.000
T2 I 540,000 4.l 540,000
625 ... 1750000 125 1,750,000
6025 .oivrrennnn. 815107 2,175,000 85 2,175,000
w7 ...... ~29,045,221 :
. 141511
Total Treasury
notes........ 172,533,011 21,611,290
Inflation-Index
Notes (IIN) oy
3625 eerrnnenn, 1512 90000 54 900.000 59406894
3375 s 1715107 750,000 43 750,000 ,
Total that matured Note. Data are on a statement-date basis.
inlg97...... 0
TotallIN ........ 1,650,000t 1,650,000

NotE. Data are on a statement-date basis.
1. Does not reflect inflation compensation on Inflation Index Notes of
$22,963,500.
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UL LS tederal ageney holdings in the System Open
Murket Account. December 31, 1997

Thousands of dollars, except as noted

Issue outstanding Percentage
Holdings, u;m::f Net chiange

Mawrity | 12/31/97 issue Since
Coupm date Y nulslandins 12/31/96
Federal Home
4727198 14,000 47 0
11/25198 5,000 1.0 0
1125/99 000 4 0
6/25/99 3,900 1.2 0
.. .. 7126199 5,000 V4 0
X 8725199 11.000 29 0
8375 ocivennns 10/25/99 10,000 237 1]
8.600 ....... ceees|  F125000 6,000 20 0
Total that matul
in 1997 ...... Ve . - ~57,7100
Total ............ e 56,900 - 57,700
Federal National
Morigage
Association
8.650 2710198 10.000 1.5 Q
5300 .. 3/117/98 50,000 6.3 ]
9.150 .. 4/10/98 30,000 50 4]
9.400 .. 8/10/98 50,000 10.0 0
7.850 .. 9/10/98 48,000 14 1]
5300 .. 12110198 15,000 15 0
7.050 .. 12710198 30,000 4.1 0
9.550 .. 3710799 25,000 36 a9
8.700 .. *6/10/99 23,000 27 0
8450 .. 112199 5,000 N 0
7.000 .. 811199 0 0 -15,000!
6.45Q .. 10/14/99 0 .0 —-100,000¢
8.350 .. 11710/99 7,000 4 0
6.100 .. 2/10/00 25,000 5.0 0
9.050 .. 4710700 10,000 13 [i]
9.200 .. 9711100 10,000 2.5 1]
7.200 .. 110/02 0 0 -10.000"
7900 .. 410702 0 .0 -10,000¢
7.800 .. 6/10/02 0 0 —40,100!
7.300 .. 71710702 0 0 -12,000*
6.950 .. 9/10/02 0 D ~35,000!
6.625 4710703 30,000 43 0
6.450 6710103 25,000 50 0
. 15,000 30 0
10,000 13 0
0 0 -100.000!
24.650 3l 0
0 0 -5,000¢
30,000 7.5 0
20,000 50 0
100,000 250 0
10,000 4.0 0
15,000 38 0
. ven -236,700
617,650 v 563,800
Farm Credit
Systemwide Bonds
8650 ............ 10/01/99 10,000 23 0
Total that matured
inl9e7...... . v . =802,000
Total ............ PR 10,000 Ce -902,000
Federal Land Banki
Total that mstured
in 1997 .,.... -16,650
Total ...... 0 ~16,650
Total agency )
issues ....... . 684,550 . -1,540,150
Total Treasury
and agency
issues ....... PN 431,397,1532 e 38,265,3332

NoTL. Data are on a statement-date basis.

1. Called issue.

2. Holdings were reduced $13,600,000 of January 8, Treasury bills and
$3.426,746 of January 15, Treasury bills that were sold under matched sale—
purchase agreements, which are returned the next day.
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Industrial Production and Capacity Utilization

for May 1998

Released for publication June 16

Industrial production rose 0.5 percent in May after
revised increases of 0.3 percent in April and 0.4 per-
cent in March. Some of the increase in total industrial
production in May resulted from a 2.8 percent surge
in the output of utilities and a 1.2 percent jump in the
output of mines. After having eased earlier in the
year, manufacturing output picked up, rising 0.2 per-
cent in May and 0.5 percent in April. At 128.8 per-

Industrial production indexes
Ratio scale, 1992 = 100
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cent of its 1992 average, total industrial production in
May was 4.4 percent higher than it was in May 1997.
The rate of industrial capacity utilization edged up
0.1 percentage point in May, to 82.2 percent.

MARKET GROUPS

The production of consumer goods increased substan-
tially for the third consecutive month, led by a jump

Ratio scale, 1992 = 100
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All series are seasonally adjusted. Latest series, May. Capacity is an index of potential industrial production.
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Industrial production and capacity utilization, May 1998

Industrial production, index, 1992 =100

Percentage change

Category 1998
‘ 19981 May 1997
T to
Feb.t ’ Mar. " II Apr.© May®r Feb.* ‘ Mar." Apr.© ‘ May®? May 1998
Total ..., 127.3 127.8 128.2 128.8 -4 4 3 5 44
Previous estimate ..................... 1274 127.7 127.8 -3 3 1
Major market groups
Products, total® ............ ...l 120.6 1212 121.7 1222 -6 5 4 4 39
Consumer goods ... 115.1 116.0 116.5 117.0 -1.3 8 4 5 2.8
Business equipment 146.8 147.8 149.9 150.5 -4 Ni 1.4 4 8.2
Construction supplies .. 126.2 1249 1247 1254 .8 -1.0 -2 5 2.7
Materials...............o 138.2 138.5 138.5 1392 -1 2 0 S 52
Major industry groups
Manufacturing 130.6 130.6 131.2 131.5 -4 .0 .5 2 4.7
Durable .......... . 147.8 148.1 1489 149.6 -3 2 6 5 6.8
Nondurable .... .. 113.0 112.6 1132 113.1 -6 -3 5 -1 2.1
Mining ........... .. 108.8 107.8 107.6 108.9 4 -9 -2 1.2 2.1
Utilities ........ooviviiiiiiii 108.2 115.0 112.5 115.7 -5 6.3 -22 28 35
=
Capacity utilization, percent Cﬁ?&?y’
per-
‘ 1997 1998 Choiage
Average, Low, High, Ma 1g99'7
1967-97 1982 1988-89 \ Mo
May Feb.* Mar.” Apr.’ ‘ May? May 1998
Total ......... ... ...l 82.1 711 85.4 824 82.2 82.2 82.1 82.2 438
Previous estimatg ..................... 82.3 822 81.9
Manufacturing ..................o 81.1 69.0 85.7 81.4 81.4 81.0 81.1 80.9 54
Advanced processing .. 80.5 70.4 84.2 79.4 79.6 79.2 794 79.2 6.3
Primary processing .. 824 66.2 88.9 86.0 855 85.0 84.9 84.6 34
Mining ................ .. 815 80.3 88.0 90.5 91.9 91.0 90.8 919 5
UtHtes ..o, 873 759 92.6 88.5 84.9 90.2 88.1 90.5 1.2
Note. Data seasonally adjusted or calculated from seasonally adjusted 2. Contains components in addition 1o those shown.
monthly data. r Revised.
|. Change from preceding month. p Preliminary.

in the output of durable goods and of energy prod-
ucts; the production of non-energy nondurable prod-
ucts remained flat. Increases within the durable con-
sumer goods category were widespread. The output
of automotive products rose 1.7 percent and was just
below the high average level of production attained
in the last quarter of 1997. The production of home
computing equipment and appliances also posted sig-
nificant gains. Within the non-energy nondurable
consumer goods category, a moderate increase in the
output of food and tobacco products was offset by a
decrease in the production of clothing; the output of
consumer chemicals remained flat.

The output of business equipment increased 0.4
percent, its third straight monthly gain after having
slowed earlier in the year. The output of computers
and transit equipment increased sharply again. The
production of other types of equipment decreased; in
particular, the output of industrial equipment retreated
to a level somewhat below the high at the end of
1997.

The production of construction supplies increased
after two months of decline, but it was still below the
high attained in February. The output of materials
increased 0.5 percent after some sluggishness in
recent months; most of the gain can be explained by a
surge in energy materials. In particular, coal produc-
tion increased sharply and was a bit higher than the
record level achieved last December; continuing its
volatile behavior of recent months, electricity genera-
tion also shot up. Among durable goods materials,
the output of parts for consumer goods, which had
spiked upward in the fourth quarter, decreased 1.2
percent in May after a substantial decline in the first
quarter and a moderate increase in April. The output
of equipment parts advanced once more; semiconduc-
tors and parts for computers and electronic communi-
cation equipment posted the most significant gains.
Within nondurable goods materials, the production of
textile and paper materials increased after two months
of declines, while the production of chemical materi-
als decreased for the fourth consecutive month.
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INDUSTRY GROUPS

The increase in manufacturing output reflected a third
consecutive monthly increase in the production of
durable goods, which had declined earlier in the
year. Increases among durables were widespread and
were led once more by strong growth in the produc-
tion of computer and office equipment and semicon-
ductors. The production of nondurable goods
declined 0.1 percent and was virtually unchanged
from its February level. Significant declines in the

production of apparel, chemicals, petroleum, rubber
and plastic products, and leather products were
almost offset by increases in the production of food,
tobacco, textiles, and paper.

The operating rate in manufacturing declined
0.2 percentage point, to 80.9 percent. The utilization
rate in advanced-processing industries fell back to its
March level. The rate for primary-processing indus-
tries fell for the fifth consecutive month to its lowest
level since October 1993, but it remained above its
long-run average. |
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Statement to the Congress

Statement by Alan Greenspan, Chairman, Board of

Governors of the Federal Reserve System, before the
Committee on Agriculture, U.S. House of Representa-
tives, May 21, 1998

The global financial system has been evolving rap-
idly in recent years. New technology has radically
reduced the costs of borrowing and lending across
traditional national borders, facilitating the develop-
ment of new instruments and drawing in new players.
Information is transmitted instantaneously around the
world, and huge shifts in the supply and demand for
funds naturally follow, resulting in a massive increase
in capital flows. This burgeoning global system has
been demonstrated to be a highly efficient structure
that has significantly facilitated cross-border trade in
goods and services and, accordingly, has made a
substantial contribution to standards of living world-
wide. Its efficiency exposes and punishes underlying
economic imprudence swiftly and decisively. Regret-
tably, it also appears to have facilitated the transmis-
sion of financial disturbances far more effectively
than ever before.

Three years ago, the Mexican crisis was the first
episode associated with our new high tech interna-
tional financial system. The current Asian crisis is the
second.

We do not as yet fully understand the new system’s
dynamics. We are learning fast and need to update
and modify our institutions and practices to reduce
the risks inherent in the new regime. Meanwhile, we
have had to confront the current crisis with the insti-
tutions and techniques we have.

Many argued that the Asian crisis should be
allowed to run its course without support from the
International Monetary Fund (IMF) or the bilateral
financial backing of other nations. They asserted that
allowing this crisis to play out, while doubtless hav-
ing additional negative effects on growth in Asia and
engendering greater spillovers onto the rest of the
world, would not likely have a large or lasting impact
on the United States and on the world economy.

They may well have been correct in their judg-
ment, and some would argue that events over the past
six months have proved them right; we have so far
avoided the type of continuing downward spiral that
some feared. There was, and is, however, a small but

not negligible probability that the upset in East Asia
could have unexpectedly large negative effects on
Japan, Latin America, and eastern and central Europe
that, in turn, could have repercussions elsewhere,
including the United States. Thus, while the probabil-
ity of such an outcome may be small, its conse-
quences, in my judgment, should not have been left
solely to chance. We have observed that global finan-
cial markets, as currently organized, do not always
achieve an appropriate equilibrium or at least require
time to stabilize. Moreover, the effects of the Asian
crisis on the real economies of the immediately
affected countries, as well as on our own economy,
are only now just being felt.

Opponents of IMF support for member countries
facing international financial difficulties also argued
that such substantial financial backing, by cushioning
the losses of imprudent investors, encourages exces-
sive risk-taking. There doubtless is some truth in that,
though arguably it has been the expectation of gov-
ernments’ support of their financial systems that has
been the more obvious culprit, at least in the Asian
case. In any event, any expectations of broad bailouts
have turned out to have been disappointed. Many, if
not most, investors in Asian economies have to date
suffered substantial losses.

Moreover, the policy conditionality, associated
principally with IMF lending, which dictates eco-
nomic and financial discipline and structural change,
helps to mitigate some of the inappropriate risk-
taking on the part of governmental authorities. At the
root of the problems has been poor public policy that
has resulted in misguided investments and very weak
financial sectors. Convincing a sovereign nation to
alter destructive policies that impair its own perfor-
mance and threaten contagion to its neighbors is best
handled by an international financial institution, such
as the IMF. What we have in place today to respond
to crises should be supported even as we work to
improve those mechanisms and institutions.

Some observers have also expressed concern about
whether we can be confident that IMF programs for
countries, in particular the countries of East Asia, are
likely to alter their economies significantly and per-
manently. My sense is that one consequence of this
Asian crisis is an increasing awareness in the region
that market capitalism, as practiced in the West,
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especially in the United States, is the superior model;
that is, it provides greater promise of producing ris-
ing standards of living and continuous growth.

Although East Asian economies have exhibited
considerable adherence to many aspects of free-
market capitalism, there has, nonetheless, been a
pronounced tendency toward government-directed
investment, using the banking system to finance that
investment. Given a record of real growth rates of
close to 10 percent per annum over an extended
period of time, it is not surprising that it has been
difficult to convince anyone that the economic system
practiced in East Asia could not continue to produce
positive results indefinitely. Following the break-
down, an increasing awareness, bordering in some
cases on shock, that their economic model was
incomplete, or worse, has arguably emerged in the
region.

As a consequence, many of the leaders of these
countries and their economic advisers are endeavor-
ing to move their economies much more rapidly
toward the type of economic system that we have in
the United States. The IMF, whatever one might say
about its policy advice in the past, has played an
important role in this process, providing advice and
incentives that promote sound money and long-term
stability. The IMF’s current approach in Asia is fully
supportive of the views of those in the West who
understand the importance of greater reliance on mar-
ket forces, reduced government controls, scaling back
of government-directed investment, and embracing
greater transparency—the publication of all the data
that are relevant to the activities of the central bank,
the government, financial institutions, and private
companies.

It is a reasonable question to ask how long this
conversion to embracing market capitalism in all

its details will last in countries once temporary IMF
financial support has come to an end. We are, after
all, dealing with sovereign nations with long tradi-
tions, not always consonant with market capitalism.
But my sense is that there is a growing understanding
and appreciation of the benefits of market capitalism
as we practice it and that what is being prescribed in
IMF-supported programs fosters their own interests.

Similarly, it is a reasonable question to ask whether
the U.S. authorities should not seek greater assurance
that the ongoing process of reform in the IMF’s
policies and operations will produce additional con-
crete results before we agree to augment the IMF’s
resources. [ have reason to believe that the manage-
ment and staff of the IMF are committed to a process
of change. We face a somewhat more difficult task in
convincing the IMF’s membership as a whole of the
need for change. However, | am confident that our
leverage in this regard would be reduced if the United
States failed to agree promptly to the proposed
increases in the IMF’s resources.

Accordingly, I continue fully to back the Adminis-
tration’s request to augment the financial resources of
the IMF by approving as quickly as possible U.S.
participation in the New Arrangements to Borrow
and an increase in the U.S. quota in the IMF, Hope-
fully, neither will turn out to be needed, and no funds
will be drawn. Although the tendency in recent
months toward stabilization in the East Asian econo-
mies is encouraging, clearly those economies are not
out of the woods as recent events attest. Moreover,
we have not yet put in place the strengthening of the
international financial architecture that would enable
us in the future to place less reliance on the IMF to
deal with potential systemic crises. Thus it is better to
have the IMF fully equipped if a quick response to a
pending crisis is essential. |
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Announcements

PROCEDURE FOR SUBMITTING NOMINATIONS
TO THE CONSUMER ADVISORY COUNCIL AND
NOTICE OF MEETING

The Federal Reserve Board on June 3, 1998,
announced that it is seeking nominations for nine
appointments to its Consumer Advisory Council. The
council, which consists of thirty members, advises
the Board on the exercise of its responsibilities under
the Consumer Credit Protection Act and on other
matters on which the Board seeks advice. The group
meets in Washington, D.C., three times a year.

The nine new members will be appointed to serve
three-year terms beginning in January 1999.

Nominations should include the following informa-
tion about nominees:

* Past and present positions held

* Knowledge, interests, or experience related to
community reinvestment, consumer credit, or other
consumer financial services

* Complete address with telephone and fax
numbers.

Letters of nomination must be received by July 31,
1998, and should be mailed (not sent by facsimile) to
Sandra F. Braunstein, Assistant Director, Division of
Consumer and Community Affairs, Board of Gover-
nors of the Federal Reserve System, Washington, DC
20551.

The Board also announced on June 3 that the
Consumer Advisory Council would hold its next
meeting on Thursday, June 25.

FINAL RULE: AMENDMENT TO THE TIER 1
LEVERAGE CAPITAL STANDARD

The Federal Reserve Board on June 1, 1998, issued a
final rule amending the tier 1 leverage capital stan-
dard for bank holding companies. The rule became
effective June 30, 1998.

The amendment to Regulation Y (Bank Holding
Companies and Change in Bank Control) establishes
a minimum ratio of tier 1 capital to total assets
(leverage ratio) of 3.0 percent for bank holding com-
panies that either are rated composite ““1” under the

BOPEC rating system or have implemented the
Board’s risk-based capital market risk measure. The
minimum leverage ratio for all other bank holding
companies is 4.0 percent. Bank holding companies
are expected to maintain higher-than-minimum capi-
tal ratios if they have supervisory, financial, opera-
tional, or managerial weaknesses, or if they are antici-
pating or experiencing significant growth.

ISSUANCE OF A FINAL REPORT BY THE
SYSTEM TASK FORCE ON INTERNAL CREDIT
RISK MODELS

The Federal Reserve Board on May 29, 1998, issued
a final report prepared by the System Task Force on
Internal Credit Risk Models. The Task Force was
created to assess potential uses of internal credit risk
models within the supervisory and regulatory pro-
cesses. The report describes current uses of internal
models by major U.S. banking organizations and
outlines possible uses of the models for assessing
bank capital adequacy.

The report concludes that significant difficulties
exist with respect to model construction, data avail-
ability, and model validation procedures so that near-
term uses of the models within the regulatory process
are limited. However, the report also concludes that
models may, over the somewhat longer term, become
useful in at least the following two roles:

1. The development of specific and practical
examination guidance for assessing the capital
adequacy of large, complex banking organizations

2. The setting of regulatory capital requirements
against selected instruments that have largely evolved
subsequent to adoption of the Basle Accord on risk-
based capital, such as credit enhancements support-
ing securitization programs.

The report is available on request from Publica-
tions Services, Mail Stop 127, Board of Governors of
the Federal Reserve System, Washington, DC 20551.
It is also available on the Board’s Internet site
(http://www .bog.frb.fed.us) under “Regulation and
Supervision.”
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ISSUANCE OF ENFORCEMENT ACTIONS

The Federal Reserve Board announced on May 18,
1998, the issuance of enforcement actions against
five foreign banking organizations with banking
offices in the United States to address serious defi-
ciencies in their anti-money-laundering programs.

Temporary Cease and Desist Orders were issued
against Banco Nacional de Mexico (Banamex),
Mexico; Banca Serfin, S.A., Mexico; Banco Inter-
nacional, S.A. (Bital), Mexico; Bancomer, S.A.,
Mexico; and Banco Santander, Spain. Each of these
foreign banks operates one or more branches or agen-
cies in the United States.

The enforcement actions resulted from an exten-
sive undercover “sting” operation conducted by the
U.S. Department of Justice and the U.S. Department
of the Treasury. The Federal Reserve assisted these
law enforcement agencies.

In connection with the undercover operation, the
Departments of Justice and Treasury announced on
May 18 the indictment and arrest of several bankers
charged with laundering approximately $70 million
in the United States and abroad. They also announced
the indictment of two of the Mexican banks subject
to the Board’s enforcement actions (Bancomer, S.A.
and Banca Serfin, S.A.).

The Board’s Temporary Cease and Desist Orders
require the banks, among other things, to implement
new anti-money-laundering policies and procedures
designed to correct the deficiencies in their current
programs.

Federal Reserve examiners will continue to moni-
tor the activities of the banks subject to the enforce-
ment actions to ensure full compliance with all
applicable anti-money-laundering-related laws and
regulations.

The Federal Reserve Board announced on May 20,
1998, the issuance of a Temporary Cease and Desist
Order against Banco Industrial de Venezuela, Cara-
cas, Venezuela, to address serious deficiencies in the
bank’s anti-money-laundering program.

The Board’s order is identical to the ones issued on
May 18 against four Mexican banks and one Spanish
bank and results from the extensive undercover
“sting”” operation conducted by the U.S. Departments
of Justice and Treasury.

In connection with the undercover operation, a
Banco Industrial de Venezuela official has been
charged with violations of US. criminal money-
laundering statutes, and she was arrested on May 19.
This arrest was done in conjunction with the arrests
of several Mexican bankers over the weekend. The
Board’s Temporary Cease and Desist Order requires

Banco Industrial de Venezuela, among other things,
to implement new anti-money-laundering policies
and procedures designed to correct the deficiencies in
its current program.

Federal Reserve examiners will continue to moni-
tor the activities of the bank in the United States to
ensure full compliance with all applicable money-
laundering-related laws and regulations.

AVAILABILITY OF THE FEDERAL RESERVE
REGULATORY SERVICE ON CD-ROM

The Federal Reserve Board announced on May 26,
1998, that a Windows version of the Federal Reserve
Regulatory Service (FRRS) is now available on
CD-ROM for use on personal computers.

This service, which uses Folio Views® 4,11 search-
and-retrieval software, will be updated each month,
the same as the printed version of the service. The
software will permit users to do the following:

¢ Search for any word, phrase, or combination of
words and phrases in the Regulatory Service

* Search the complete text or the major headings

+ Limit searches to a specific portion of the service
such as a statute, a regulation, or one section of a
statute or regulation

* Review search results through a condensed hit
list.

Single-user subscriptions to the new electronic ser-
vice are available for $300 annuaily ($350 for sub-
scriptions outside the United States). The cost of
the printed version of the service remains at $200
annually.

Besides an on-screen user’s manual, a printed
user’s guide explains the basic features of the soft-
ware and how best to use them in researching the
FRRS. A telephone number will also be provided for
technical assistance.

Other features of the service include the following:

e Summaries of monthly changes with links to
amended text

« Cross-references and indexes with links to refer-
enced text within the FRRS

* Pop-up footnotes

*» Print and save capability

The new Windows version can be used on both
32-bit and 16-bit systems.

The system requirements are the following:
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Hard drive space
10 MB for minimum installation (software only)
28 MB for full installation (software and infobase)

Monitor
VGA or higher-resolution video adapter
SVGA 256-color recommended

32-bit version

486 or higher processor (Pentium® recommended)

Microsoft Windows 95® with 8 MB of memory or
Microsoft Windows NT® 3.51 or later with
12 MB of memory

16-bit version

486 or higher processor

Microsoft Windows®.1x with 8MB of memory or
Windows for Workgroups®

For a standalone PC, the annual subscription fee is
$300. For network subscriptions, the annual fee is
$300 for a maximum of one concurrent user, $750 for
a maximum of ten concurrent users, $2,000 for a
maximum of fifty concurrent users, and $3,000 for a

maximum of one hundred concurrent users. Subscrib-
ers outside the United States should add $50 to cover
additional air mail costs. Each network subscriber
will receive a single CD and a corresponding number
of user’s guides. Additional user’s guides may be
purchased for $5 each.

Orders should be sent to Publications Services,
Mail Stop 127, Board of Governors of the Federal
Reserve System, Washington, DC 20551. All sub-
scription requests must be accompanied by a check
or money order payable to the Board of Governors
of the Federal Reserve System or charged to VISA,
MasterCard, or American Express. Charge customers
only may fax their orders to 202-728-5886.

CHANGE IN BOARD STAFF

The Federal Reserve Board announced on May 28,
1998, the appointment of Barry R. Snyder as Inspec-
tor General to succeed Brent L. Bowen, who retired
on June 1, 1998.

Mr. Snyder joined the Board’s staff in 1987 and
was promoted to Assistant Inspector General in
1989. d
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Minutes of the

Federal Open Market Committee Meeting

Held on March 31, 1998

A meeting of the Federal Open Market Committee
was held in the offices of the Board of Governors of
the Federal Reserve System in Washington, D.C., on
Tuesday, March 31, 1998, at 9:00 a.m.

Present:
Mr. Greenspan, Chairman
Mr. McDonough, Vice Chairman
Mr. Ferguson
Mr. Gramlich
Mr. Hoenig
Mr. Jordan
Mr. Kelley
Mr. Meyer
Ms. Minehan
Ms. Phillips
Mr. Poole
Ms. Rivlin

Messrs. Boehne, McTeer, Moskow, and Stern,
Alternate Members of the Federal Open Market
Committee

Messrs. Broaddus, Guynn, and Parry, Presidents of
the Federal Reserve Banks of Richmond,
Atlanta, and San Francisco respectively

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

Mr. Coyne, Assistant Secretary

Mr. Gillum, Assistant Secretary

Mr. Mattingly, General Counsel

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

Mr. Truman, Economist

Ms. Browne, Messrs. Cecchetti, Dewald, Hakkio,
Lindsey, Promisel, Simpson, Sniderman, and
Stockton, Associate Economists

Mr. Fisher, Manager, System Open Market Account

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

Mr. Slifman, Associate Director, Division of Research
and Statistics, Board of Governors

Messrs. Alexander, Hooper, and Ms. Johnson,
Associate Directors, Division of International
Finance, Board of Governors

Mr. Reinhart, Assistant Director, Division of
Monetary Affairs, Board of Governors

Ms. Low, Open Market Secretariat Assistant,
Division of Monetary Affairs, Board of
Governors

Mr. Rasdall, First Vice President, Federal Reserve
Bank of Kansas City

Messrs. Goodfriend, Hunter, Kos, Lang, Rolnick, and
Rosenblum, Senior Vice Presidents, Federal
Reserve Banks of Richmond, Chicago,

New York, Philadelphia, Minneapolis, and
Dallas respectively

Ms. Rosenbaum, Vice President, Federal Reserve
Bank of Atlanta

Mr. Rudebusch, Research Officer, Federal Reserve
Bank of San Francisco

By unanimous vote, the minutes of the meeting of
the Federal Open Market Committee held on Febru-
ary 34, 1998, were approved.

The Report of Examination of the System Open
Market Account, conducted by the Board’s Division
of Reserve Bank Operations and Payment Systems as
of the close of business on November 6, 1997, was
accepted.

The Manager of the System Open Market Account
reported on developments in foreign exchange and
international financial markets in the period since the
previous meeting on February 3-4, 1998. There were
no System open market transactions in foreign cur-
rencies during 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 mar-
ket transactions in government securities and federal
agency obligations during the period from Febru-
ary 4, 1998, through March 30, 1998. By unanimous
vote, the Committee ratified these transactions.

The information reviewed at this meeting sug-
gested that the economy continued to expand rapidly
during the early months of 1998. Apparently, strong
growth in private domestic spending for consump-
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tion, housing, and business equipment more than
offset weakness in net exports and a slight mod-
eration in inventory investment. Total employment
continued to rise rapidly, but industrial production
increased at a considerably slower pace. Despite indi-
cations of persisting pressures on employment costs
associated with tight labor markets, price inflation
abated further, primarily as a consequence of large
declines in energy prices.

Nonfarm payroll employment rose sharply further
in January and February. Growth in construction jobs
was particularly strong, apparently reflecting in part
the unseasonably warm weather across much of the
country and the need to repair damage caused by ice
storms and heavy rains. In addition, service industries
continued to post very large employment gains. By
contrast, manufacturing payrolls contracted slightly
in February after a sizable increase in January. The
civilian unemployment rate edged down to 4.6 per-
cent in February, equaling its low for the current
economic expansion.

Industrial production edged up on balance in Janu-
ary and February after having increased rapidly in the
second half of 1997. Part of the deceleration stemmed
from the depressing effect of unusually warm winter
weather on the provision of heating services by utili-
ties. The growth of manufacturing production also
slowed considerably as a result of downward adjust-
ments to assemblies of motor vehicles and, more
generally, weakness in the output of business equip-
ment. With investment in new manufacturing facili-
ties still brisk and manufacturing output posting only
a small advance in the January—February period, the
factory operating rate eased a little.

Consumers stepped up their spending in the early
months of the year; sentiment remained buoyant in
the context of continued strong growth in disposable
income and further gains in household wealth. Par-
ticularly large increases were recorded in expendi-
tures on durable goods, apparel, and general mer-
chandise. Housing demand also strengthened, with
sales of existing homes reaching a record high in
February and sales of new homes in January (latest
data) almost equaling the previous record. Both hous-
ing starts and building permits remained on an
upward trend.

Business fixed investment seemed to have re-
bounded from a small decline in the fourth quarter.
Shipments of nondefense capital goods, notably of
computing equipment whose prices continued to fall
sharply, strengthened substantially in January and
February. By contrast, expenditures on transportation
equipment were sluggish. Despite further declines in
vacancy rates and rising real estate prices, business

spending on nonresidential construction also seemed
to have been lackluster, with such activity not having
changed much since last summer.

The pace of business inventory accumulation
slowed sharply in January from the fourth-quarter
rate. Some of the slowdown reflected a reduction in
motor vehicle stocks; the remainder was largely asso-
ciated with a drop in inventories of nondurable goods
at the wholesale level. Inventory—sales ratios for most
manufacturing and trade categories were within the
ranges experienced over the past year.

The nominal deficit on U.S. trade in goods and
services widened substantially in January from its
average monthly level for the fourth quarter. The
value of exports declined considerably, partly as a
result of reduced exports to Asia, but the value of
imports changed little. The decrease in exports was
mainly in civilian aircraft and other capital goods.
The available information indicated that the pace of
economic expansion picked up in Europe after hav-
ing slowed somewhat in the fourth quarter and was
still strong on balance in Canada. Economic activity
remained weak in Japan and decelerated sharply in
Asian countries that had been the focus of financial
turmoil.

Consumer prices were little changed on balance in
January and February, as substantial declines in
energy prices largely offset increases elsewhere.
Excluding food and energy items, consumer price
inflation picked up somewhat in the first two months
of the year from the pace of the second half of 1997;
on a year-over-year basis, however, the increase in
consumer prices during the twelve months ended in
February was slightly smaller than that in the year-
earlier period. At the producer level, falling prices for
finished energy goods in January and February pulled
down the index of prices for all finished items;
excluding food and energy, prices were unchanged
on balance over the two months. Over the twelve
months ended in February, producer price inflation
was negligible. Tight labor markets appeared to be
putting some upward pressure on labor compensa-
tion, but the pickup was limited. The change in
average hourly earnings over the twelve months
ended in February was only slightly larger than the
increase over the year-earlier period.

With economic growth still solid and inflation sub-
dued, the Committee at its meeting on February 34,
1998, had adopted a directive that called for main-
taining conditions in reserve markets that would be
consistent with an unchanged federal funds rate of
about 5% percent. The substantial uncertainties about
the future strength of economic activity and inflation
suggested that the next change in policy could be in



Minutes of the Federal Open Market Committee 543

either direction, and the Committee also had agreed
that the directive should not contain a presumption
about the direction of any change in the stance of
policy during the intermeeting period. The reserve
market conditions associated with this directive had
been expected to be consistent with some moderation
in the growth of M2 and M3 over coming months.

Open market operations throughout the intermeet-
ing period were directed toward maintaining reserve
conditions consistent with the intended average for
the federal funds rate of around 5% percent, and the
rate fluctuated in a narrow range around that level.
By contrast, interest rates in other domestic financial
markets generally rose somewhat on balance over
the period in response to incoming information that
suggested aggregate private demand remained robust.
Despite the rise in rates and some erosion in the
outlook for near-term corporate profits, share prices
in U.S. equity markets moved up substantially further.

In foreign exchange markets, the dollar appreciated
somewhat on balance over the intermeeting period
in relation to the currencies of the other major indus-
trial countries. Against a background of weakening
growth in Japan and continued uncertainty about the
prospects for fiscal stimulus in that country, the dollar
rose considerably against the yen. The dollar changed
little against the mark and other continental European
currencies but declined against the Canadian dollar
and the British pound. The dollar also depreciated
significantly relative to the currencies of several
emerging market economies in Asia, reflecting mar-
ket assessments that progress had been made in
reforming economic policies and financial and com-
mercial practices in most of those countries.

The available information for February and part of
March indicated that M2 and M3 expanded more
rapidly than the Committee had anticipated at the
time of its February meeting. On a quarterly average
basis, growth of both monetary aggregates picked up
somewhat in the first quarter from already robust
rates in the fourth quarter. The increased demand for
M2 was perhaps associated in part with the reduced
attractiveness of longer-term fixed rate market assets,
whose yields had declined significantly relative to the
returns on liquid investment components of M2. In
addition, households might have been trying to rebal-
ance asset portfolios that had become more heavily
weighted in equities as a result of the run-up in stock
prices. The pickup in M3 growth reflected a surge in
bank issuance of large time deposits to finance strong
demands for loans by businesses and households.
The expansion of total domestic nonfinancial debt
also strengthened over recent months in response to
heavy private demands for credit.

The staff forecast prepared for this meeting indi-
cated that the expansion of economic activity would
slow appreciably during the next few quarters and
remain moderate in 1999. The staff analysis sug-
gested that the surge in household net worth over the
past several years would help to support sizable,
though gradually diminishing, gains in consumer
spending; favorable cash flow affordability would
underpin housing demand at a relatively high level;
and substantial increases in capital spending would
persist until slower growth in business sales and
weaker profits began to have a restraining effect in
1999. Reduced growth of foreign economic activity
and the lagged effects of the considerable rise that
had occurred in the foreign exchange value of the
dollar were expected to exert substantial restraint on
the demand for U.S. exports over the projection
period and to increase the pressures on domestic
producers that face import competition. An antici-
pated slowdown in the pace of inventory accumu-
lation also would restrain domestic production as
stocks were brought into balance with the expected
lower trajectory for sales. Although pressures on
production resources would abate to a degree as
output growth slowed, inflation was expected to
increase somewhat in response to persisting tightness
in labor markets and a diminishing drag from non-oil
import prices.

In the Committee’s discussion of current and pro-
spective developments, members commented on the
persistence of unusually favorable economic condi-
tions, characterized by strong growth and low infla-
tion, but a number questioned how long these con-
ditions might last without a policy adjustment.
Domestic demand was exceeding expectations and
was likely to continue to increase rapidly for some
time, supported by accommodative conditions in key
segments of financial markets. Developments in for-
eign trade were moderating demands on domestic
resources; but with domestic spending strong, mem-
bers were becoming more concerned that those devel-
opments might not exert enough restraint on aggre-
gate demand to slow the expansion to a sustainable
pace in line with the growth of the economy’s poten-
tial. Despite tightening labor markets, inflation pros-
pects remained quite favorable for a while as a num-
ber of factors—some temporary—helped to damp
near-term pressures on prices. Nonetheless, in the
absence of some slowing in the expansion, labor
compensation probably would continue to accelerate
and increasingly outpace productivity, adding to pres-
sures on prices.

In their review of the outlook for spending in key
sectors of the domestic economy, members saw little
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reason to anticipate substantial slowing in the growth
of consumer or business expenditures in coming
quarters, and they also expected housing activity to
be maintained at a relatively high level. The recent
further increases in equity prices from already high
levels played an important role in the assessments of
several members. The stock market’s rise was viewed
as somewhat puzzling, given indications of some
slowing in the growth of profits and the potential for
earnings disappointments as the expansion in spend-
ing moderated and profit margins narrowed in the
context of more rapid labor cost increases. So long as
a high degree of optimism in the stock market per-
sisted, however, the elevated level of financial wealth
and the low cost of capital should continue to boost
spending. Consumer expenditures, especially for
durable goods, had risen sharply thus far this year,
and the factors that had fueled that expansion were
still unusually positive. They included large increases
in employment and personal incomes, the continuing
uptrend in financial wealth relative to disposable
income, and, in these circumstances, the persistence
of a very high level of consumer confidence. Attrac-
tive financing conditions and favorable business con-
fidence also were expected to support substantial
further growth in business investment, especially
in high tech equipment that was characterized by
rapid product improvement and falling prices. Invest-
ment in nonresidential structures, notably in office
and other commercial markets, seemed likely to
strengthen somewhat in response to reduced vacancy
rates and sizable increases in rents in many areas;
indeed, several members again reported indications
of speculative nonresidential construction in some
parts of the country. Residential construction was
expected to be maintained at a high level, though
single-family starts might soften over the next few
months after a surge that appeared to have been
related to relatively favorable weather conditions dur-
ing the winter. With mortgage rates at their recent
reduced levels and incomes continuing to rise, the
cash flow affordability of home ownership was
exceptionally favorable.

Developments in two areas of expenditures were
thought likely to exert some restraining effect on the
overall expansion in economic activity over coming
quarters. One was business inventory accumulation,
which had exceeded the robust growth in final sales
in 1997 and probably would moderate this year as
business firms sought to restrain the buildup in their
inventories to keep them in better alignment with the
expected moderation of gains in sales.

The second, foreign trade developments, also was
likely to have a damping influence on the domestic

economy. While the lagged effects of the dollar’s
appreciation and economic conditions in key U.S.
trading partners around the world were important
factors in this assessment, members focused in this
discussion on the effects of weakness in several Asian
economies. Conditions in Japan and in key emerging
market economies in Asia were still quite fragile,
adjustments on the real side of the economy were just
beginning to be felt in some cases, and outcomes for
economic growth and exchange rates were still very
much in doubt. Nonetheless, some progress had been
made in putting recovery programs together, and
financial markets had seemed to stabilize in several
countries. Anecdotal reports of adverse repercussions
on individual U.S. firms from the Asian financial
turmoil had increased somewhat since the Commit-
tee’s previous meeting, but the direct overall impact
on the U.S. economy was still limited. Indeed, devel-
opments in Asia also appeared to have had positive,
albeit indirect, effects on domestic demand and prices
in the near term by exerting some downward pressure
on U.S. interest rates and world oil prices. Prices in
the United States of a number of Asian goods and of
domestic products competing with those goods had
been lowered. Over time, conditions in key Asian
economies were thought likely to have a more pro-
nounced retarding effect on the U.S. economy. While
the eventual dimensions of that effect remained
uncertain, a number of members commented that, on
the basis of developments to date, they might turn out
to be less negative than had been expected earlier, or
at least that some "worst case” outcomes seemed less
likely.

With regard to the outlook for inflation, members
observed that price inflation remained quite low—in
fact, it was still declining by some measures—and
there was little evidence of any potential acceleration
in current price data or in anecdotal reports from
around the country. Nonetheless, as they had at previ-
ous meetings, members expressed particular concern
about the outlook for prices in the absence of appre-
ciable slowing in the growth of aggregate demand,
which appeared to be adding to pressures on labor
resources. Anecdotal reports from across the nation
continued to suggest exceptionally tight labor mar-
kets and growing indications of somewhat faster
increases in labor compensation. To date, unit labor
costs had been contained by large capital investments
and other initiatives that had raised the productivity
of labor. But additional improvements in productivity
growth could not be counted on to offset further
increases in the rate of growth of labor compensation,
which were more likely to occur especially if labor
markets were to tighten further. Moreover, the effects
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of a number of special factors that had tended to limit
cost pressures and price inflation in recent years were
not likely to persist; these included the declines in
world oil prices, the subdued increases in the costs of
health benefits, and the lagged effects of the appreci-
ation of the dollar. To be sure, the factors that had
produced the favorable inflation results of recent
years were not all well understood, and consequently
expectations of greater price pressures had to be
tentative. On balance, though any upsurge in inflation
seemed unlikely in the nearer term, the risk that
inflation might move higher over the longer run
seemed to have increased.

Despite perceptions of a greater risk of rising infla-
tion over time, all but one of the members indicated
in the Committee’s policy discussion that they pre-
ferred, or could accept, a proposal to maintain an
unchanged policy stance that also included a shift
from the current symmetrical directive to an asym-
metrical directive tilted toward restraint. The mem-
bers agreed that should the strength of the economic
expansion and the firming of labor markets persist,
policy tightening likely would be needed at some
point to head off imbalances that over time would
undermine the expansion in economic activity. Most
saw little urgency to tighten policy at this meet-
ing, however. The economy might well continue to
accommodate relatively robust economic growth
and a high level of resource use for an extended
period without a rise in inflation. Some members
noted that price increases would be held down for a
while by the effects of the higher dollar, which had
not worked their way fully through domestic prices.
Moreover, inflation continued to fall by some mea-
sures and inflation expectations still seemed to be
adjusting downward toward actual inflation; further
declines in these expectations would restrain
increases in compensation and prices. Members also
noted that the ultimate extent of retarding effects
from the financial turmoil in Asia was still uncertain,
and several cited the possibility of a downward
adjustment in the stock market, perhaps in response
to disappointing growth in business profits, that could
have an adverse impact on business and consumer
confidence. In these circumstances, a preemptive pol-
icy move to head off rising inflation could prove
premature or perhaps even unwarranted; indeed, in
the view of some, a tightening move was not inevi-
table. Moreover, because a policy action was not
currently anticipated, some commented that a tighten-
ing could produce an outsized and undesirable
response in financial markets. On balance, in light
of the uncertainties in the outlook and given that a
variety of special factors would continue to contain

inflation for a time, the Committee could await fur-
ther developments bearing on the strength of infla-
tionary pressures without incurring a significant risk
that disruptive policy actions would be needed later
in response to an upturn in inflation and inflation
expectations.

One member indicated a strong preference for an
immediate policy tightening move, largely on the
grounds that under current conditions relatively rapid
growth in money and credit was not consistent with
continued progress toward reducing inflation. A num-
ber of other members also commented that the
strength of the monetary aggregates, especially if it
should persist, was suggesting ample liquidity and
accommodative financial conditions. In addition,
some cited ebullient equity markets and narrow
risk spreads in credit markets as additional evidence
that financial conditions were not restraining final
demands very much. These were factors that they
would weigh in their evaluation of the need for, and
timing of, a policy tightening move.

The members agreed that they should be particu-
larly sensitive to developments that might signal ris-
ing inflation pressures, and in that regard a shift to an
asymmetric directive seemed desirable. Such a direc-
tive would be consistent with the Committee’s judg-
ment that the information that had become available
since a symmetric directive was last adopted in Feb-
ruary had altered the inflation risks enough to make
some tightening a likely prospect in the not too
distant future. In that regard several suggested that
the need for some policy tightening could well mate-
rialize in the near future.

At the conclusion of the Committee’s discussion,
all but one member supported a directive that called
for maintaining conditions in reserve markets that
were consistent with an unchanged federal funds rate
of about 5% percent and that contained a bias toward
the possible firming of reserve conditions and a
higher federal funds rate. Accordingly, in the context
of the Committee’s long-run objectives for price sta-
bility and sustainable economic growth, and giving
careful consideration to economic, financial, and
monetary developments, the Committee decided that
a somewhat higher federal funds rate would be
acceptable or a slightly lower federal funds rate might
be acceptable during the intermeeting period. The
reserve conditions contemplated at this meeting were
expected to be consistent with considerable modera-
tion in the growth in M2 and M3 over the months
ahead.

The Federal Reserve Bank of New York was autho-
rized and directed, until instructed otherwise by the
Committee, to execute transactions in the System
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Account in accordance with the following domestic
policy directive:

The information reviewed at this meeting suggests that
economic activity continued to grow rapidly during the
early months of 1998. Nonfarm payroll employment
increased sharply further in January and February, and the
civilian unemployment rate, at 4.6 percent in February,
equaled its low for the current economic expansion. How-
ever, growth in manufacturing payroll employment was
down over the first two months of the year, and factory
output decelerated appreciably. Consumer spending has
risen considerably further since year-end, and housing
activity also has strengthened in recent months. Available
indicators point to a sharp rebound in business fixed invest-
ment following a small decline in the fourth quarter. Frag-
mentary data on nonfarm inventories suggest a slower rate
of accumulation early in the year. The nominal deficit on
U.S. trade in goods and services widened substantially in
January from its average monthly rate in the fourth quarter.
Despite indications of persisting pressures on employment
costs associated with tight labor markets, price inflation
has abated further, primarily as a consequence of large
declines in energy prices.

Interest rates generally have risen somewhat on balance
over the intermeeting period. Share prices in U.S. equity
markets have moved up substantially further over the
period. In foreign exchange markets, the value of the dollar
has increased somewhat over the period in relation to the
currencies of other major industrial nations, but it has
depreciated relative to the currencies of most emerging
market economies in Asia.

Growth of M2 and M3 picked up somewhat in the first
quarter from already robust rates in the fourth quarter.
Expansion of total domestic nonfinancial debt also has
strengthened over recent months.

The Federal Open Market Committee seeks 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 February
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 1997 to the fourth quarter of 1998.
The range for growth of total domestic nonfinancial 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 stability, movements in
their velocities, and developments in the economy and
financial markets.

In the implementation of policy for the immediate future,
the Committee seeks conditions in reserve markets consis-
tent with maintaining the federal funds rate at an average
of around 5V percent. In the context of the Committee’s
long-run objectives for price stability and sustainable eco-
nomic growth, and giving careful consideration to eco-
nomic, financial, and monetary developments, a somewhat
higher federal funds rate would or a slightly lower federal
funds rate might be acceptable in the intermeeting period.
The contemplated reserve conditions are expected to be
consistent with considerable moderation in the growth in
M2 and M3 over coming months.

Votes for this action: Messrs. Greenspan, McDonough,
Ferguson, Gramlich, Hoenig, Kelley, Meyer, Mses.
Minehan, Phillips, Mr. Poole, and Ms. Rivlin. Vote
against this action: Mr. Jordan.

Mr. Jordan dissented because growth rates of vari-
ous measures of money and credit in the second half
of 1997 and the first quarter of this year were not
consistent in his view with continued progress in
reducing inflation. Recent price statistics understated
the trend rates of inflation. The one-time effects of
falling oil prices, lower food prices, and recent appre-
ciation of the dollar on foreign exchange markets
provided only a temporary reduction of inflation.
While some reacceleration of reported rates of infla-
tion was probably unavoidable, sustained rapid
money growth would risk even higher inflation in
future years. The durability of the economic expan-
sion would be jeopardized by price and wage deci-
sions reflecting expectations that the purchasing
power of the dollar would decline at faster rates in
the future. Once such expectations became imbedded
in the economy, even stronger policy actions would
be required in order to reestablish a downward trend
of inflation.

It was agreed that the next meeting of the Commit-
tee would be held on Tuesday, May 19, 1998.

The meeting adjourned at 1:05 p.m.

Donald L. Kohn
Secretary



547

Legal Developments

ORDERS ISSUED UNDER BANK HOLDING COMPANY
AcT

Orders Issued Under Section 4 of the Bank Holding
Company Act

HUBCO, Inc.
Mahwah, New Jersey

Order Approving the Acquisition of a Savings
Association

HUBCO, Inc. (“HUBCO”), a bank holding company
within the meaning of the Bank Holding Company Act
(“BHC Act”), has requested the Board’s approval under
section 4(c)(8) of the BHC Act (12 U.S.C. § 1843(c)(8))
and section 225.24 of the Board’s Regulation Y (12 C.FR.
225.24) to acquire MSB Bancorp, Inc. (“MSB”), and
thereby acquire its savings bank subsidiary, MSB Bank,
both in Goshen, New York.!

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(63 Federal Register 11,446 (1998)). 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 4 of the BHC Act.

HUBCO, with total consolidated assets of approximately
$3.0 billion, currently operates Hudson United Bank,
Union City, New Jersey (“‘Lead Bank”), Lafayette Ameri-
can Bank, Bridgeport, Connecticut {‘Lafayette Bank™),
and Bank of the Hudson, Poughkeepsie, New York (“‘Bank
of the Hudson”).2 HUBCO is the 64th largest depository
institution in New York, controlling deposits of approxi-
mately $603 million, representing less than 1 percent of
total deposits in depository institutions in the state (“‘state
deposits””).> MSB is the 58th largest depository institution
in New York, controlling deposits of approximately
$736 million, representing less than | percent of state
deposits. On consummation of the proposal, HUBCO

1. HUBCO proposes to merge MSB Bank with and into its savings
bank subsidiary, Bank of the Hudson, Poughkeepsie, New York.
HUBCO has requested approval of the proposed merger from the
Office of Thrift Supervision (“OTS”) under section 18(c) of the
Federal Deposit Insurance Act (12 U.S.C. § 1828(c)) (“Bank Merger
Act”). MSB also has granted HUBCO an option to acquire approxi-
mately 21 percent of MSB’s outstanding common stock. The option
would expire on consummation of the proposal.

2. Asset data are as of December 31, 1997, and deposit data are as
of June 30, 1997.

3. In this context, depository institutions include commercial banks,
savings banks, and savings associations.

would become the 38th largest depository institution in
New York, controlling deposits of approximately $1.3 bil-
lion, representing less than 1 percent of state deposits.

The Board previously has determined by regulation that
the operation of a savings association by a bank holding
company is closely related to banking for purposes of
section 4(c)(8) of the BHC Act.* In making this determina-
tion, the Board requires that savings associations acquired
by bank holding companies conform their direct and indi-
rect activities to those permissible for bank holding compa-
nies under section 4 of the BHC Act. HUBCO has commit-
ted to conform all of MSB Bank’s activities to those
permissible under section 4(c)(8) of the BHC Act and
Regulation Y.5

Competitive Considerations

In order to approve the proposal, the Board also must
determine that performance of the proposed activities is a
proper incident to banking, that is, that the proposed trans-
action ‘“‘can reasonably be expected to produce benefits to
the public . . . that outweigh possible adverse effects, such
as undue concentration of resources, decreased or unfair
competition, conflicts of interests, or unsound banking
practices.”® HUBCO and MSB compete directly in the
Metropolitan New York/New Jersey banking market
(“New York banking market”).”

On consummation of the proposal, HUBCO would be-
come the 18th largest depository institution in the market,
controlling deposits of approximately $3.3 billion, repre-
senting less than one percent of total deposits in depository
institutions in the market.® Concentration in the New York

4.12 C.ER. 225.28(b)(4).

5. MSB Bank currently engages in certain insurance and travel
agency activities that are impermissible for bank holding companies.
HUBCO has committed to cease MSB Bank’s sale or renewal of
insurance policies on consummation of the proposal, and to terminate
all impermissible insurance and travel agency activities within two
years of consummation of the proposal.

6.12 US.C. § 1843(c)(8).

7. The New York banking market includes New York City; Nassau,
Orange, Putnam, Rockland, Suffolk, Sullivan, and Westchester Coun-
ties in New York; Bergen, Essex, Hudson, Hunterdon, Middlesex,
Monmouth, Morris, Ocean, Passaic, Somerset, Sussex, Union, War-
ren, and a portion of Mercer Counties in New Jersey; Pike County in
Pennsylvania; and portions of Fairfield and Litchfield Counties in
Connecticut.

8. Market share data are as of June 30, 1996. Market share data
before consummation are based on calculations in which the deposits
of thrift institutions are included at 50 percent. The Board previously
has indicated that thrift institutions have become, or have the potential
to become, significant competitors of commercial banks. See WM
Bancorp, 76 Federal Reserve Bulletin 788 (1990); National City
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banking market, as measured by the Herfindahl-Hirschman
Index (““HHI”) under the Department of Justice Merger
Guidelines (“DOJ Guidelines™) would not increase, and
the market would remain unconcentrated.® In addition,
numerous competitors would remain in the New York
banking market. Based on these and all other facts of
record, the Board concludes that consummation of the
proposal would not result in any significantly adverse
effects on competition or on the concentration of banking
resources in the New York banking market or any other
relevant banking market.

Record of Performance under the Community
Reinvestment Act

In acting on applications to acquire a savings association,
the Board considers the records of performance of the
relevant depository institutions under the Community Rein-
vestment Act (12 US.C. § 2901 et seq.) (“CRA”).° The
Board has reviewed the CRA performance records of Lead
Bank, Lafayette Bank, Bank of the Hudson, and MSB
Bank in light of all the facts of record, including comments
received on the proposal from Inner City Press/Community
on the Move (“Commenter’’).!! Commenter contends that
data submitted under the Home Mortgage Disclosure Act
(12 US.C. § 2801 et seq.) (“HMDA”) for 1996 show that
the marketing and lending activities of Lead Bank, Lafay-
ette Bank, and MSB Bank are inadequate and illegally
discriminatory with respect to minorities. Commenter also
maintains that HUBCO’s subsidiary banks and MSB Bank
do not adequately serve the credit needs of low- and
moderate-income (“LMI”") communities, and that HUBCO
funds its acquisitions of banking organizations through
branch closings.!2

Corporation, 70 Federal Reserve Bulletin 743 (1984). Because the
deposits of MSB Bank would be acquired by a commercial banking
organization under the proposal, MSB Bank’s deposits are included at
100 percent in the calculation of the pro forma market share. See
Norwest Corporation, 78 Federal Reserve Bulletin 452 (1992); First
Banks, Inc., 76 Federal Reserve Bulletin 669 (1990).

9. Under the revised DOJ Guidelines (49 Federal Register 26,823
(June 29, 1984)), a market in which the post-merger HHI is less than
1000 points is considered to be unconcentrated. The Department of
Justice has informed the Board that a bank merger or acquisition
generally will not be challenged (in the absence of other factors
indicating anticompetitive effects) unless the post-merger HHI is at
least 1800 and the merger increases the HHI by more than 200 points.
The Department of Justice has stated that the higher than normal HHI
thresholds for screening bank mergers for anticompetitive effects
implicitly recognize the competitive effect of limited-purpose lenders
and other non-depository financial entities. The HHI in the New York
banking market would decrease by one point to 794 as a result of the
proposal.

10. See Banc One Corporation, 83 Federal Reserve Bulletin 602
(1997).

11. HUBCO proposes to merge MSB Bank with and into Bank of
the Hudson and to implement the CRA programs and policies of Bank
of the Hudson at MSB Bank after consummation of the merger.

12. Commenter argues that HUBCO’s ownership of MSB preferred
stock since 1996 requires that the Board attribute MSB Bank’s record
of CRA performance to HUBCO. In connection with that investment,
HUBCO provided a number of commitments that the Board has relied

A. CRA Performance Examinations

As provided in the CRA, the Board evaluates the record of
performance of an institution in light of examinations by
the appropriate federal supervisors of the CRA perfor-
mance records of the relevant institutions. An institution’s
most recent CRA performance evaluation is a particularly
important consideration in the applications process because
it represents a detailed on-site evaluation of the institu-
tion’s overall record of performance under the CRA by its
appropriate federal supervisor.!?

Lead Bank received an overall rating of “satisfactory™
from its appropriate federal supervisor, the Federal Deposit
Insurance Corporation (“FDIC™), at its most recent evalu-
ation for CRA performance, as of February 1997 (*“1997
Examination™). Lafayette Bank received an “outstanding”
CRA performance rating from the FDIC at its most recent
evaluation for CRA performance, as of March 1996
(“Lafayette Examination™).1* In addition, as of May 1997,
the State of Connecticut Department of Banking
(““SCDB”) rated Lafayette Bank’s CRA performance *‘sat-
isfactory” pursuant to Connecticut law.!>

Bank of the Hudson received an “outstanding” CRA
performance rating from its appropriate federal supervisor,
the OTS, at its most recent CRA examination, as of Febru-
ary 1998. MSB Bank also received an overall rating of
“satisfactory” from the OTS at its most recent evaluation
for CRA performance, as of September 1997.

Examiners found no evidence of prohibited discrimina-
tion or other illegal credit practices at HUBCO’s subsid-
iary depository institutions or MSB Bank. The examina-
tions also reviewed the delineations of the local
communities served by the depository institutions and
found that such delineations were consistent with applica-
ble law and did not arbitrarily exclude LMI communities,
and that the depository institutions solicited and accepted
credit applications from all segments of their delineated
communities. Examiners also determined that loans made
by the depository institutions were reasonably distributed
throughout the local communities they served, including
LMI communities, and served all members of the commu-
nities, including LMI individuals.

on in other cases to determine that an investing bank holding company
would not be able to exercise a controlling influence over another
depository institution. There is no evidence in the record that HUBCO
has taken actions inconsistent with the commitments. For the reasons
discussed in this order, moreover, MSB Bank’s record of performance
under the CRA does not present adverse considerations.

13. The Statement of the Federal Financial Supervisory Agencies
Regarding the Community Reinvestment Act provides that a CRA
examination is an important and often controlling factor in the consid-
eration of an institution’s CRA record and that reports of these
examinations will be given great weight in the applications process.
54 Federal Register 13,742 and 13,745 (1989).

14. In reviewing the CRA performance record of Lafayette Bank,
the Board also has considered confidential supervisory information
collected by the FDIC during the course of an ongoing CRA examina-
tion of the bank.

15. See Conn. Gen. Stat. § 36a-32 (1997).
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B. Lending Record of the Relevant Depository
Institutions

Lead Bank in New Jersey. The 1997 Examination found
that Lead Bank developed or participated in a number of
programs designed to assist in meeting the housing-related
credit needs of LMI individuals. Examiners noted that the
bank offered a proprietary affordable mortgage program for
qualified LMI borrowers that featured below-market inter-
est rates, reduced application fees, and no mortgage insur-
ance requirement for mortgages with a loan-to-value ratio
of less than 90 percent. Examiners also noted that the bank
offered an affordable home equity and home improvement
loan program for LMI borrowers that featured below-
market interest rates and no maximum or minimum loan
amounts. In addition, the examination favorably com-
mented on Lead Bank’s participation in programs spon-
sored by the New Jersey Housing and Mortgage Finance
Agency (“NJHMFA”).1¢ The 1997 Examination also re-
viewed 1995 and 1996 HMDA data filed by Lead Bank
and found the bank’s originations in 1995 and 1996 re-
flected a good penetration among retail customers of differ-
ent income levels and that the geographic distribution of
the bank’s applications, originations, and denials was rea-
sonable.!”

Examiners also found that Lead Bank engaged in small
business lending throughout its assessment area. In 1996,
the bank originated approximately 214 small business
loans, totalling approximately $34.7 million, and more
than 24 percent of these loans were made to businesses in
L.MI census tracts within Lead Bank’s service community.
Lead Bank made 39 Small Business Administration
(“*SBA”) loans in 1995, totalling $3.7 million, and 35 SBA
loans in 1996, totalling $3.4 million.'® The Board notes
that HUBCO entered into an agreement with a community
organization in New Jersey after the 1997 Examination to
provide $75 million over the next five years to programs
that seek to provide affordable housing and economic
opportunities to LMI individuals in New Jersey.

Lafayette Bank in Connecticut. Examiners found that
Lafayette Bank’s record of lending within LMI census
tracts and to LMI individuals was good and reflected
management’s commitment to community development.
The Lafayette Examination also concluded that Lafayette
Bank had an outstanding record of ascertaining and help-

16. Lead Bank is a participating lender in NJHMFA’s First-Time
Homebuyers Program. which offers LMI first-time homebuyers low-
cost, fixed-rate, 30-year mortgage loans with a maximum 97 percent
loan-to-value ratio, and NJHMFA's Buy and Fix-It Program.

17. Examiners noted that Lead Bank could improve its record of
lending in LMI areas in several New Jersey counties and encouraged
the bank to improve its lending record in these areas, particularly in
Middlesex and Somerset Counties. The Board also expects Lead Bank
to address these matters. As discussed in this order, however, Lead
Bank’s overall CRA performance rating is satisfactory and the bank
engages in a number of lending activities designed to help meet the
credit needs of its communities, including LMI neighborhoods.

18. The SBA awarded the bank a Bronze Award in 1995 and 1996
for its performance in the SBA Guaranteed Loan Program and has
accorded the bank preferred lender status.

ing to meet the credit needs of its entire service commu-
nity, including LMI neighborhoods. Examiners found that
the bank actively ascertained community needs and em-
ployed a number of methods to ascertain those needs,
including surveys of local citizens and bank directors,
officers, and employees, and meetings with community
leaders, social service agencies, and bank customers.!®

Examiners also found Lafayette Bank to be receptive to
participation in, and marketing of, loan programs spon-
sored by federal, state, and local government organiza-
tions. During 1995, the bank originated 24 SBA loans,
totalling $6.2 million; the bank’s current SBA portfolio
consists of 132 loans, totalling $30.3 million. In February
1996, the bank was recognized as one of its service area’s
leading certified SBA lenders. Lafayette Bank also has
participated in the Connecticut Small Business Reserve
Fund, which facilitates bank lending to small businesses in
urban areas. Through September 30, 1995, the bank had
extended 24 loans, totalling $1.5 million, through this
program. Lafayette Bank also offers the Federal Housing
Administration Insured Residential Mortgage Program,
which provides insured residential mortgages to qualified
LMI applicants at below-market interest rates and with
reduced down payment requirements. In conjunction with
the Connecticut Department of Housing, the bank has
developed the First-Time Homebuyers Mortgage Program,
which enables LMI applicants to qualify to purchase homes
with no down payment.

Lafayette Bank also provides financial support to a num-
ber of community development programs in its assessment
area. For example, examiners noted that the bank provided
a line of credit to Neighborhood Housing Services of New
Haven, which rehabilitates real estate and resells the prop-
erties to LMI individuals, and to the New Haven Loan
Fund, which provides construction financing for the devel-
opment of LMI housing units in the Greater New Haven
area. The bank also provided financing to qualified borrow-
ers in connection with the Bridgeport Neighborhood Fund,
Neighborhood Housing Services of Norwalk, and the City
of Meridian’s Block Grant Program, each of which are
organizations that rehabilitate property for resale to LM1
borrowers.

Bank of the Hudson in New York. The 1998 examination
of Bank of the Hudson concluded that the institution had
shown a commitment to provide affordable housing loans
to LMI individuals in its community by offering several
innovative and flexible affordable home loan programs
designed to assist LMI borrowers.2? Examiners noted that
Bank of the Hudson made 318 loans in its assessment area
under these affordable mortgage programs, representing 28

19. The Lafayette Examination noted that the bank’s ongoing com-
munity contacts have resulted in the bank’s participation in several
community development projects and loan programs sponsored by
local governments.

20. These programs include the City of Poughkeepsie First Time
Homebuyers Program, the Dutchess Housing Partnership First Time
Homebuyers Program, the Hudson Valley First Time Homebuyers
Program, and the First Home Club Savings Program.
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percent of the number and dollar volume of the bank’s 1-4
family mortgage lending in the assessment area.

With respect to community development, examiners
found that the number and dollar volume of Bank of the
Hudson’s community development loans and activities
demonstrated an outstanding response to the economic
development needs of its community. Examiners noted that
the institution had made seven community development
loans, totalling $8.2 million, during the assessment period
(August 1995 to December 1997) and had established a
department dedicated to community development lend-
ing.2! Examiners also noted that the institution made
42 small business loans, totalling $6.75 million, in its
assessment area, and that the geographic distribution of the
bank’s residential mortgage, consumer, and small business
loans compared favorably to lenders in the aggregate.

C. Branch Closings

HUBCO does not intend to close any branches as a result
of the proposal. The Board has reviewed Commenter’s
contentions regarding HUBCO’s branch closings in the
past or in other proposed transactions in that light. The
Board also has reviewed the most recent CRA examination
reports and other confidential supervisory information from
the appropriate federal supervisors of HUBCO’s subsidiary
depository institutions and MSB Bank assessing the banks’
records of branch closings and branch closing policies. The
Board notes that the appropriate federal supervisors of
HUBCO’s subsidiary depository institutions and MSB
Bank concluded that the branching networks of these de-
pository institutions provided reasonable access to services
of the institutions to all segments of their delineated com-
munities. Examiners also concluded that the branch clos-
ings of Lead Bank and Lafayette Bank had not adversely
affected LMI communities or LMI individuals.22 Examin-
ers also reviewed the branch closing policy of Lafayette
Bank and concluded that the policy was consistent with
applicable law.

21. Bank of the Hudson provided a $480,000 construction loan to
the Village Housing Project for the construction of rental housing
units for LMI senior citizens, and a $120,000 subsidy under the
Federal Home Loan Bank Affordable Housing Program to the Garden
Street Revitalization project to renovate 72 homes in a low-income
area of Poughkeepsie.

22. In addition to these factors, the Board has considered that
federal banking law permits the closing of branches and provides a
specific mechanism for addressing branch closings. Section 42 of the
Federal Deposit Insurance Act (12 U.S.C. § 1831r-1), as implemented
by the Joint Policy Statement Regarding Branch Closings
(58 Federal Register 49,083 (1993)), requires that an insured deposi-
tory institution provide the public with at least 30 days’ notice and the
appropriate federal supervisor with at least 90 days’ notice before the
date of the proposed branch closing. The insured depository institution
also is required to provide reasons and other supporting data for the
closure, consistent with the institution’s written branch closing policy.
The requirement applies any time a branch is closed, whether in
connection with an acquisition or at any time after completion of an
acquisition. The law does not authorize federal regulators to prevent
the closing of any branch.

D. HMDA Data

The Board has carefully reviewed HMDA data filed by
Lead Bank, Lafayette Bank, and MSB Bank in light of
Commenter’s contentions. HMDA data for Lead Bank and
Lafayette Bank indicate some disparities in the rate of loan
originations, denials, and applications by racial group and
income level. The data also indicate, however, that, in 1995
and 1996, Lead Bank received a higher percentage of its
credit applications from LMI census tracts in the Bergen-
Passaic Metropolitan Statistical Area (“MSA”), and had a
higher origination rate with respect to such applications,
than lenders in the aggregate. The data also indicate that
Lead Bank’s ratio of denials of African-American credit
applicants to white credit applicants in the combined area
of the Bergen-Passaic and Newark MSAs was lower than
that of lenders in the aggregate in 1995 and 1996.

The Board is concerned when an institution’s record
indicates disparities in lending to minorities and believes
that all banks are obligated to ensure that their lending
practices are based on criteria that assure not only safe and
sound banking, but also equal access to credit by creditwor-
thy applicants regardless of race. The Board recognizes,
however, that HMDA data alone provide an incomplete
measure of an institution’s lending in its community and
have limitations that make the data an inadequate basis,
absent other information, for concluding that an institution
has engaged in illegal discrimination in making lending
decisions.??

Because of the limitations of HMDA data, the Board has
carefully reviewed other information, particularly examina-
tion reports that provide an on-site evaluation of compli-
ance by the banks with fair lending laws. As discussed
above, examiners noted no evidence of prohibited discrim-
ination or other illegal credit practices at HUBCO’s subsid-
lary depository institutions or MSB Bank at their most
recent examinations. In addition, examiners commented
favorably that HUBCO’s subsidiary banks had a formal
review process for all denied mortgage loan applications.
The Board also has considered the HMDA data in light of
the lending record of the institutions, which shows that the
banks are assisting in meeting the credit needs of their
entire communities, including LMI neighborhoods.?*

23. The data, for example, do not provide a basis for an independent
assessment of whether an applicant who was denied credit was, in
fact, creditworthy. Credit history problems and excessive debt levels
relative to income (reasons most frequently cited for a credit denial)
are not available from HMDA data.

24. Commenter alleges that HUBCO has violated the fair lending
laws by expanding its branch presence, particularly into Connecticut
and New York, in a manner that avoids LMI and minority communi-
ties. The Board notes that HUBCO acquired its branches in Connecti-
cut and New York through the acquisition of entire banking organiza-
tions, not by opening new branches in selected communities.
Furthermore, as discussed in this order, FDIC and OTS examiners
noted no evidence of prohibited discrimination by Lead Bank, Lafay-
ette Bank, Bank of the Hudson, or MSB Bank in their most recent
examinations of these institutions, and concluded that the branches of
these institutions were reasonably accessible to the communities
served by the institutions.
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E. Conclusion on CRA Performance Records

The Board has carefully considered all the facts of record,
including Commenter’s comments and confidential exami-
nation reports and other supervisory information from the
appropriate federal supervisors, in reviewing the CRA per-
formance records of the institutions involved in the transac-
tion. Based on a review of the entire record, and for the
reasons discussed above, the Board concludes that the
CRA performance records of HUBCO’s subsidiary deposi-
tory institutions and MSB Bank are consistent with ap-
proval of the proposal.2s

Other Considerations

In connection with its review of the public interest factors
under section 4 of the BHC Act, the Board has carefully
reviewed the financial and managerial resources of
HUBCO and MSB and their respective subsidiaries and the
effect the transaction would have on such resources in light
of all the facts of record.?¢ These facts include confidential
financial information from HUBCO and confidential re-
ports of examination and other supervisory information
received from the appropriate federal supervisors of the
affected organizations assessing the financial and manage-
rial resources of the organizations. Based on all the facts of
record, the Board concludes that the financial and manage-
rial resources of the organizations involved in the proposal
are consistent with approval.

Additionally, there are public benefits to be derived from
permitting capital markets to operate so that bank holding
companies may make potentially profitable investments in
nonbanking companies when, as in this case, those invest-
ments are consistent with the relevant considerations under
the BHC Act, and from permitting banking organizations
to allocate their resources in the manner they believe is
most efficient. Based on all the facts of record, the Board
has determined that consummation of this proposal can
reasonably be expected to produce public benefits that
would outweigh any likely adverse effects under the proper
incident to banking standard of section 4(c)(8) of the BHC
Act.

25. Commenter requests that the Board conduct a fair lending
examination of Lead Bank and Lafayette Bank and refer the banks to
the Department of Justice for possible enforcement action under the
fair lending laws. The FDIC, the appropriate federal supervisor of
Lead Bank and Lafayette Bank, is charged with primary responsibility
for examining the compliance of such banks with the fair lending
laws. As discussed above, the FDIC found no evidence of prohibited
discrimination by Lead Bank and Lafayette Bank at the most recent
CRA examination of these institutions. Based on these and all other
facts of record, the Board concludes that neither a special on-site
examination of HUBCO’s subsidiary depository institutions for fair
lending law compliance nor referral of the institutions to the Depart-
ment of Justice is warranted.

26. See 12 C.FR. 225.26.

Conclusion

Based on the foregoing and all the facts of record, the
Board has determined that the notice should be, and hereby
is, approved.?’” The Board’s approval of the proposal is
specifically conditioned on compliance by HUBCO with
the commitments made in connection with the notice. The
Board’s determination also is subject to all the conditions
in Regulation Y, including those in sections 225.7 and
225.25(c) (12 C.ER. 225.7 and 225.25(c)), and to the
Board’s authority to require such modification or termina-
tion of the activities of a holding company or any of its
subsidiaries as the Board finds necessary to assure compli-
ance with, or to prevent evasion of, the provisions and
purposes of the BHC Act and the Board’s regulations and
orders issued thereunder. The commitments and conditions
relied on by the Board in reaching this decision 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.

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 the
Federal Reserve Bank of New York, acting pursuant to
delegated authority.

By order of the Board of Governors, effective May 13,
1998.

Voting for this action: Chairman Greenspan, Vice Chair Rivlin, and
Governors Kelley, Phillips, Meyer, Ferguson, and Gramlich.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

27. Commenter also requests that the Board hold a public hearing or
meeting on the notice to receive evidence concerning HUBCO’s
record of lending and expansion into predominately non-minority
communities, and the efficacy of the passivity commitments provided
by HUBCO in connection with its January 1996 acquisition of MSB
preferred stock. The Board’s rules provide for a hearing on notices
under section 4 of the BHC Act if there are disputed issues of material
fact that cannot be resolved in some other manner. See 12 C.FR.
225.25(a)(2). Under its rules, the Board also may, in its discretion,
hold a public hearing or meeting on a notice to acquire a savings
association if a hearing is necessary or appropriate to clarify factual
issues related to the notice and to provide an opportunity for testi-
mony, if appropriate.

After a careful review of all the facts of record, the Board has
concluded that Commenter disputes the weight that should be ac-
corded to and the conclusions that the Board should draw from the
facts of record, but does not identify disputed issues of fact that are
material to the Board’s decision. The Board also notes that interested
parties have had ample opportunity to submit their views, and Com-
menter has submitted written comments that have been carefully
considered by the Board in acting on the notice. Commenter’s request
fails to demonstrate why its written presentation does not adequately
present its evidence, allegations, and views and to summarize the
evidence that would be presented at a hearing or meeting. For these
reasons, and based on all the facts of record, the Board has determined
that a public hearing or meeting is not required or warranted in this
case. Accordingly, the request for a public hearing or meeting on the
proposal is hereby denied.
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Norwest Corporation
Minneapolis, Minnesota

Norwest Investment Services, Inc.
Minneapolis, Minnesota

Order Approving Notice to Engage in Underwriting and
Dealing in All Types of Debt Securities on a Limited
Basis

Norwest Carporation (“Norwest”), a bank holding com-
pany within the meaning of the Bank Holding Company
Act (“BHC Act”), and its wholly owned subsidiary, Nor-
west Investment Services, Inc. (“Company”), have re-
quested the Board’s approval under section 4(c)(8) of the
BHC Act (12 U.S.C. § 1843(c)(8)) and section 225.24 of
the Board’s Regulation Y (12 C.F.R. 225.24) to engage
de novo in underwriting and dealing, to a limited extent, in
all types of debt securities.

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(63 Federal Register 17,874 (1998)). The time for filing
comments has expired, and the Board has considered the
notice and all comments received in light of the factors set
forth in section 4(c)(8) of the BHC Act.

Norwest, with total consolidated assets of $88.5 billion,
is the 11th largest commercial banking organization in the
United States.! Norwest operates subsidiary banks in
16 states and engages through its subsidiaries in a broad
range of permissible nonbanking activities. Company cur-
rently engages in limited underwriting and dealing in bank-
ineligible securities,? as permitted under section 20 of the
Glass-Steagall Act (12 U.S.C. § 377).> Company is, and
will continue to be, a broker-dealer registered with the
Securities and Exchange Commission (“SEC”) and a
member of the National Association of Securities Dealers,
Inc. (*NASD”). Accordingly, Company is subject to the
recordkeeping and reporting obligations, fiduciary stan-
dards, and other requirements of the Securities Exchange
Act of 1934 (15 US.C. § 78a et seq.), the SEC, and the
NASD.

The Board has determined that—subject to the pruden-
tial framework of limitations established in previous deci-
sions to address the potential for conflicts of interests,
unsound banking practices, or other adverse effects—the
proposed activities of underwriting and dealing in bank-
ineligible securities are so closely related to banking as to

1. Asset and ranking data are as of December 31, 1997,

2. As used in this order, the term “‘bank-ineligible securities” refers
1o securities that a member bank may not underwrite or deal in
directly under section 16 of the Glass-Steagall Act (12 US.C.
§ 24 (Seventh)).

3. Company has authority to underwrite and deal in, to a limited
extent, certain municipal revenue bonds, 1-4 family mortgage-related
securities, commercial paper, and consumer receivable related securi-
ties. Company also is authorized to engage in a variety of other
nonbanking activities. See Norwest Corporation, 76 Federal Reserve
Bulletin 79 (1990); see also Letter Interpreting Section 20 Orders,
81 Federal Reserve Bulletin 198 (1995).

be proper incidents thereto within the meaning of sec-
tion 4(c)(8) of the BHC Act.# The Board also has deter-
mined that conduct of the proposed activities is consistent
with section 20 of the Glass—Steagall Act, provided that the
company engaged in the underwriting and dealing activi-
ties derives no more than 25 percent of its gross revenues
from underwriting and dealing in bank-ineligible securi-
ties.>

Norwest has committed that Company will conduct the
proposed underwriting and dealing activities using the
same methods and procedures, and subject to the same
prudential limitations, as established by the Board in the
Section 20 Orders. Norwest also has committed that Com-
pany will conduct its bank-ineligible underwriting and
dealing activities subject to the Board’s revenue restriction.
As a condition of this order, Norwest is required to conduct
its bank-ineligible securities underwriting and dealing ac-
tivities subject to the revenue restrictions and the Operat-
ing Standards established for section 20 subsidiaries
(“Operating Standards™).6

In order to approve this notice, the Board also must
consider whether performance of the proposed activities is
a proper incident to banking, that is, whether the activities
proposed “‘can reasonably be expected to produce benefits
to the public . . . that outweigh possible adverse effects,
such as undue concentration of resources, decreased or
unfair competition, conflicts of interests, or unsound bank-
ing practices.”” As part of its evaluation of these factors,
the Board considers the financial condition and managerial
resources of the notificant and its subsidiaries and the effect
the transaction would have on such resources.® The Board

4. See Canadian Imperial Bank of Commerce, et al., 76 Federal
Reserve Bulletin 158 (1990); J.P. Morgan & Co. Incorporated, et al.,
75 Federal Reserve Bulletin 192 (1989), aff 'd sub nom. Securities
Industries Ass’n v. Board of Governors of the Federal Reserve System,
900 F.2d 360 (D.C. Cir. 1990); Citicorp, et al., 73 Federal Reserve
Bulletin 473 (1987), aff 'd sub nom. Securities Industry Ass’n v. Board
of Governors of the Federal Reserve System, 839 F.2d 47 (2d Cir.),
cert. den., 486 U.S. 1059 (1988); as modified by Review of Restric-
tions on Director, Officer and Employee Interlocks, Cross-Marketing
Activities, and the Purchase and Sale of Financial Assets Between a
Section 20 Subsidiary and an Affiliated Bank or Thrift, 61 Federal
Register 57,679 (1996), and Amendments to Restrictions in the
Board’s Section 20 Orders, 62 Federal Register 45,295 (1997) (collec-
tively, “Section 20 Orders”).

5. See Section 20 Orders. Compliance with the revenue limitation
shall be calculated in accordance with the method stated in the Sec-
tion 20 Orders, as modified by Order Approving Modifications to the
Section 20 Orders, 15 Federal Reserve Bulletin 751 (1989),
10 Percent Revenue Limit on Bank-Ineligible Activities of Subsidiaries
of Bank Holding Companies Engaged in Underwriting and Dealing in
Securities, 61 Federal Register 48,953 (1996), and Revenue Limit on
Bank-Ineligible Activities of Subsidiaries of Bank Holding Companies
Engaged in Underwriting and Dealing in Securities, 61 Federal
Register 68,750 (1996) (collectively, “Modification Orders™).

6. 12 C.FR. 225.200. Company may provide services that are
necessary incidents to the proposed underwriting and dealing activi-
ties. Unless Company receives specific approval under section 4(c)(8)
of the BHC Act to conduct the activities independently, any revenues
from the incidental activities must be treated as ineligible revenues
subject to the Board’s revenue limitations.

7.12 US.C. § 1843(c)(8).

8. See 12 C.FR. 225.24.
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has reviewed the capitalization of Norwest and Company
in accordance with the standards set forth in the Section 20
Orders and finds the capitalization of each to be consistent
with approval of the proposal. With respect to Company,
this determination is based on all the facts of record,
including Norwest’s projections of the volume of Compa-
ny’s underwriting and dealing activities in bank-ineligible
securities. The Board also has reviewed the managerial
resources of Norwest and its subsidiaries in light of exami-
nation reports and other supervisory information. Based on
all other facts of record, including the commitments pro-
vided in this case and the proposed managerial and risk
systems of Company, the Board has concluded that finan-
cial and managerial considerations are consistent with ap-
proval of the notice.

In addition, the Board has carefully considered the com-
petitive effects of the proposal. The Board expects that the
de novo entry of Company into the market for the proposed
services would provide added convenience to Norwest’s
customers, lead to improved methods of meeting customer
financing needs, and increase the level of competition
among existing providers of these services. For the reasons
set forth, and based on all the facts of record, the Board has
determined that performance of the proposed activities by
Company can reasonably be expected to produce public
benefits that outweigh possible adverse effects under the
proper incident to banking standard of section 4(c)(8) of
the BHC Act.

On the basis of all the facts of record, the Board has
determined that the notice should be, and hereby is, ap-
proved, subject 1o all the terms and conditions in this order.
The Board’s approval of this proposal extends only to
activities conducted within the limitations of this order,
including the Board’s reservation of authority to establish
additional limitations to ensure that Company’s activities
are consistent with safety and soundness, avoidance of
conflicts of interests, and other relevant considerations
under the BHC Act. Underwriting and dealing in any
manner other than as approved in this order and the Section
20 Orders (as modified by the Modification Orders) is not
within the scope of the Board’s approval and is not autho-
rized for Company.

Included among the conditions set forth in the Section
20 Orders is a condition that Company not commence the
proposed underwriting and dealing activities until the
Board has determined that Norwest and Company have
established policies and procedures to ensure compliance
with this order and the Section 20 Orders, including com-
puter, audit, and accounting systems, internal risk manage-
ment procedures and controls, and the necessary opera-
tional and managerial infrastructure for underwriting and
dealing in all types of debt securities. On the basis of a
recent review by the Federal Reserve Bank of Minneapolis
(“Reserve Bank™), and based on all the facts of record, the
Board has determined that Norwest and Company have
established the managerial and operational infrastructure
and other policies and procedures necessary to comply
with the requirements of this order and the Section 20
Orders for underwriting and dealing in debt securities.

Accordingly, Company may commence underwriting and
dealing in all types of debt securities as permitted by, and
subject to the other conditions of, this order and the Sec-
tion 20 Orders.

The Board’s determination also is subject to all the terms
and conditions set forth in Regulation Y, including those in
sections 225.7 and 225.25(c) of Regulation Y (12 C.ER.
225.7 and 225.25(c)), and to the Board’s authority to
require such modification or termination of the activities of
a bank holding company or any of its subsidiaries as the
Board finds necessary to ensure 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 compliance
with all the commitments made in connection with this
notice and the conditions set forth in this order and the
above-noted Board regulations and orders. These commit-
ments and conditions 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.

The proposal shall not be commenced 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
Reserve Bank, acting pursuant to delegated authority.

By order of the Board of Governors, effective May 26,
1998.

Voting for this action: Chairman Greenspan, Vice Chair Rivlin, and
Governors Ferguson and Gramlich. Absent and not voting: Governors
Kelley, Phillips, and Meyer.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Orders Issued Under Sections 3 and 4 of the Bank
Holding Company Act

Banc One Corporation
Columbus, Ohio

Order Approving the Acquisition of a Bank Holding
Company

Banc One Corporation (“Banc One”), a bank holding
company within the meaning of the Bank Holding Com-
pany Act (“BHC Act”), has requested the Board’s ap-
proval under section 3 of the BHC Act (12 U.S.C. § 1842)
to acquire First Commerce Corporation, New Orleans,
Louisiana (“First Commerce”), and its wholly owned sub-
sidiary banks: First National Bank of Commerce, New
Orleans; City National Bank of Baton Rouge, Baton
Rouge; Rapides Bank & Trust Company in Alexandria,
Alexandria; The First National Bank of Lafayette, Lafay-
ette; The First National Bank of Lake Charles, Lake
Charles; and Central Bank, Monroe, all in Louisiana.!

1. Banc One intends to merge First Commerce with a wholly owned
non-operating subsidiary of Banc One. First Commerce would be the
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Banc One also has requested the Board’s approval under
section 4(c)(8) of the BHC Act (12 US.C. § 1843(c)(8))
and section 225.24 of the Board’s Regulation Y (12 C.FR.
225.24) to acquire First Commerce Service Corporation,
New Orleans, Louisiana, and thereby engage in data pro-
cessing activities that are permissible for bank holding
companies under section 225.28(b)(14) of Regulation Y
(12 C.FR. 225.28(b)(14)).2

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published in
accordance with the Board’s rules (63 Federal Register
3896 (1998)). The time for filing comments has expired,
and the Board has considered the proposal and all com-
ments received in light of the factors set forth in sections
3 and 4 of the BHC Act.

Banc One, with total consolidated assets of $116.2 bil-
lion, is the eighth largest commercial banking organization
in the United States, controlling approximately 2.3 percent
of total banking assets of insured commercial banks (“‘total
banking assets”) in the United States.> Banc One operates
subsidiary banks in Arizona, Colorado, Illinois, Indiana,
Kentucky, Louisiana, Ohio, Oklahoma, Texas, Utah, West
Virginia, and Wisconsin. Banc One also engages in a broad
range of permissible nonbanking activities in the United
States through subsidiaries.

First Commerce, with total consolidated assets of
$9.5 billion. is the 62d largest commercial banking organi-
zation in the United States, controlling less than 1 percent
of the total banking assets in the United States. First
Commerce operates six banks in Louisiana and engages in
permissible nonbanking activities. On consummation of
the proposal, and after accounting for the proposed divesti-
tures, Banc One would remain the eighth largest commer-
cial banking organization in the United States, with total
consolidated assets of approximately $125.7 billion, repre-
senting approximately 2.5 percent of total nationwide
banking assets.

Banc One is the third largest depository institution in
Louisiana, controlling $4.2 billion in deposits, representing
approximately 9.8 percent of total deposits in insured de-
pository institutions in the state.* First Commerce is the
largest depository institution in Louisiana, controlling

$7.7 billion of deposits, representing approximately
18 percent of total deposits in the state. On consummation
of the proposal, and accounting for the proposed divesti-
tures, Banc One would become the largest commercial
banking organization in Louisiana, controlling approxi-
mately $11.2 billion in deposits, representing approxi-
mately 26.3 percent of the total deposits in the state.

Interstate Analysis

Section 3(d) of the BHC Act allows the Board to approve
an application 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 if certain conditions
are met.> For purposes of the BHC Act, the home state of
Banc One is Ohio, and Banc One proposes to acquire
banks in Louisiana. All of the conditions for an interstate
acquisition enumerated in section 3(d) are met in this case.®
In view of the facts of record, the Board is permitted to
approve this proposal under section 3(d) of the BHC Act.

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 would substantially lessen
competition in any relevant banking market, unless the
Board finds that the anticompetitive effects of the proposal
are clearly outweighed in the public interest by the proba-
ble effect of the proposal in meeting the convenience and
needs of the community to be served.”

Banc One and First Commerce compete in the following
banking markets in Louisiana: Baton Rouge, Iberia, Lafay-
ette, Lake Charles, Lincoln, Monroe, Morehouse,
Shreveport-Bossier City, and New Orleans.® The Board has
carefully reviewed the competitive effects of the proposal
in each of the Louisiana banking markets in which Banc
One and First Commerce compete in light of all the facts of
record, including the characteristics of the markets and the
projected increase in the concentration of total deposits in
depository institutions in these markets (“market depos-

surviving corporation and a wholly owned subsidiary of Banc One
that would be renamed Louisiana Banc One Corporation. In addition,
Banc One has requested the Board’s approval to hold and exercise
options to purchase up to 19.9 percent of the voting shares of First
Commerce if certain events occur. The options would expire on
consummation of the proposal.

2. Banc One also would acquire 9.9 percent of the voting shares of
First United Bank of Farmerville, Farmerville, Louisiana (*‘First Unit-
ed”) from First Commerce. Banc One has agreed to abide by certain
commitments made by First Commerce that were relied on by the
Board to ensure that First Commerce would not exercise a controlling
influence over the management and policies of First United and to
divest the shares of First United within six months after consummat-
ing the acquisition of First Comrmerce.

3. Asset data are as of December 31. 1997, and deposit data are as
of June 30, 1997.

4. In this context, depository institutions include commercial banks,
savings banks, and savings associations.

5. A bank holding company’s home state is that state in which the
operations of the bank holding company’s banking subsidiaries were
principally conducted on July 1, 1996, or the date on which the
company became a bank holding company, whichever is later.
12US.C. § 1841(0)4)C).

6. 12 US.C. §§ 1842(d)(1)(A) & (B) and 1842(d)(2)(A) & (B).
Banc One is adequately capitalized and adequately managed, as
defined by applicable law. On consummation of the proposal, Banc
One and its affiliates would control less than 10 percent of the total
amount of deposits of insured depository institutions in the United
States, and less than 30 percent of the total amount of deposits in
Louisiana. In addition, First Commerce’s subsidiary banks have been
in existence and have continuously operated for at least five years, as
required by Louisiana law. La. Rev. Stat. § 6:538 (1997). All other
requirements of section 3(d) of the BHC Act also would be met on
consummation of the proposal.

7.12 US.C. § 1842(c)(1)(B).

8. These banking markets are described in Appendix A.
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its””),° as measured by the Herfindahl~-Hirschman Index
(“HHI’’) under the Department of Justice Merger Guide-
lines (“DOJ Guidelines™).!® The Board also has carefully
examined the number of competitors that would remain in
each of the banking markets following consummation of
the proposal. Consummation of the proposal, without di-
vestitures, would be consistent with the DOJ Guidelines in
the Iberia, Morehouse, and Shreveport-Bossier City bank-
ing markets.!!

To mitigate the anticompetitive effects of the proposal in
the Lafayette, Lake Charles, Lincoln, and Monroe banking
markets, Banc One has committed to divest 25 branches
that control approximately $614.5 million in deposits,'2
With the proposed divestitures, the concentration levels in
each of the markets would be consistent with the DOJ
Guidelines after consummation of the proposal.'?

Consummation of the proposal would exceed the DOJ
Guidelines, as measured by the HHI, in the Baton Rouge
and New Orleans banking markets. As the Board has
indicated in previous cases, in a market in which the
competitive effects of a proposal as measured by market
indexes and market share exceed the DOJ Guidelines, the
Board will consider whether other factors tend to mitigate
the competitive effects of the proposal. The number and
strength of factors necessary to mitigate the competitive
effects of a proposal depend on the level of market concen-
tration and size of the increase in market concentration.'4

9. Market share data are based on calculations that include the
deposits of thrift institutions at 50 percent. The Board previously has
indicated that thrift institutions have become, or have the potential to
become, significant competitors of commercial banks. See, e.g., Mid-
west Financial Group, 75 Federal Reserve Bulletin 386 (1989);
National City Corporation, 70 Federal Reserve Bulletin 743 (1984).
Thus, the Board has regularly included thrift deposits in the calcula-
tion of market share on a 50 percent weighted basis. See, e.g., First
Hawaiian Inc., 77 Federal Reserve Bulletin 52 (1991).

10. Under the DOJ Merger Guidelines, 49 Federal Register 26,823
(1984), a market in which the post-merger HHI is more than 1800 is
considered highly concentrated. The DOJ has informed the Board that
a bank merger or acquisition generally will not be challenged (in the
absence of other factors indicating anticompetitive effects) unless the
post-merger HHI is at least 1800 and the merger increases the HHI by
more than 200 points. The DOJ has stated that the higher than normal
HHI thresholds for screening bank mergers for anticompetitive effects
implicitly recognize the competitive effect of limited-purpose lenders
and other non-depository financial institutions.

11. Market data for these banking markets after consummation of
the proposal are described in Appendix B.

12. Banc One has committed to execute sales agreements with an
out-of-market competitor in the Lincoln banking market and a compet-
itively suitable purchaser in the Lafayette, Lake Charles and Monroe
banking markets and to complete divestitures within 180 days of
consummation of the acquisition. Banc One also has committed that,
in the event it is unsuccessful in completing any divestiture within
180 days of consummation, it will transfer the unsold branch(es) to an
independent trustee that is acceptable to the Board and that will be
instructed to sell the branches promptly. See, e.g., First Union Corpo-
ration, 84 Federal Reserve Bulletin 489 (1998).

13. Market data for these banking markets after consummation of
the proposal are also described in Appendix B.

14. See First Union Corporation, 84 Federal Reserve Bulletin
489 (1998); NationsBank Corporation, 84 Federal Reserve Bulletin
129 (1998).

Baton Rouge Banking Market. Banc One is the third
largest of 25 depository institutions in the Baton Rouge
banking market, and controls deposits of $895.9 million,
representing 15.4 percent of market deposits. First Com-
merce is the second largest depository institution in the
market, and controls deposits of $971.7 million, represent-
ing 16.7 percent of market deposits. After consummation
of the proposal, Banc One would become the largest depos-
itory institution in the market, controlling 32.1 percent of
the market deposits, and the HHI would increase
515 points to 1895.

Twenty-four depository institutions, including several
large multi-state banking organizations other than Banc
One, would remain in the Baton Rouge banking market
after consummation of the proposal. In addition, one of
Louisiana’s largest banking organization would be the
second largest depository institution in the market and
would control more than 25 percent of market deposits.

The Baton Rouge banking market also has characteris-
tics that make it attractive for entry. Baton Rouge is Louisi-
ana’s second largest city. The rate of growth in population
and market deposits and the level of per capita income in
this market exceed, on average, those of other Louisiana
Metropolitan Statistical Areas (“MSAs”). Recent entries
by depository institutions also indicate that the market is
attractive. Since 1994, four commercial banks have entered
the market de novo, and four have entered by acquisition.
In addition, another commercial bank has received regula-
tory approval and plans to enter the market de novo in June
1998.

New Orleans Banking Market. Banc One is the fifth
largest of 41 depository institutions in the New Orleans
banking market and controls deposits of $627.3 million,
representing 4.4 percent of market deposits. First Com-
merce is the largest depository institution in the market and
controls deposits of $4.4 billion, representing 30.8 percent
of market deposits. After consummation of the proposal,
Banc One would become the largest depository institution
in the market, controlling 35.2 percent of market deposits,
and the HHI would increase 272 points to 2099.

The New Orleans banking market is the largest banking
market in Louisiana. Approximately 39 competitors other
than Banc One would remain in the market after consum-
mation of the proposal, including all of the state’s largest
depository institutions. Three of these competitors would
each have market shares of over 15 percent of market
deposits, and the second largest depository institution in
the market would have over 23 percent of market deposits.
In addition, per capita income, deposits per branch, popula-
tion per branch, and deposit growth in the market are above
the averages in other Louisiana MSAs. Since 1994, three
depository institutions have entered the market de novo,
and six have entered by acquisition, which indicates that
the market is attractive for entry.

Views of Other Agencies and Conclusion. The Depart-
ment of Justice conducted a detailed review of the proposal
and advised the Board that, in light of the proposed divesti-
tures, consummation of the proposal would not likely have
a significantly adverse effect on competition in any rele-
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vant market. The Office of the Comptroller of the Currency
and the Federal Deposit Insurance Corporation also have
not objected to consummation of the proposal.

Based on all the facts of record, and for the reasons
discussed above, the Board has determined that consumma-
tion of the proposal would not be likely to result in a
significantly adverse effect on competition or on the con-
centration of banking resources in any relevant banking
market. Accordingly, subject to completion of the proposed
divestitures, the Board has determined that competitive
factors are consistent with approval of the proposal.

Other Factors Under the BHC Act

The BHC Act also requires the Board, in acting on an
application, to consider the financial and managerial re-
sources and future prospects of the companies and banks
involved in a proposal, the convenience and needs of the
community to be served, and certain other supervisory
factors.

A. Financial, Managerial, and Other Supervisory Factors

The Board has carefully considered the financial and man-
agerial resources and future prospects of Banc One, First
Commerce, and their respective subsidiary banks, and other
supervisory factors in light of all the facts of record. As
part of this consideration, the Board has reviewed relevant
reports of examination and other supervisory information
prepared by the Reserve Banks and other federal agencies.
The Board notes that the bank holding companies and their
subsidiary banks are currently well capitalized and are
expected to remain so after consummation of the proposal.

The Board also has considered other aspects of the
financial condition and resources of the two organizations,
the structure of the proposed transaction, and the manage-
rial resources of each of the entities and the combined
organization. Based on these and other facts of record, the
Board concludes that considerations relating to the finan-
cial and managerial resources and future prospects of Banc
One, First Commerce, and their respective subsidiaries are
consistent with approval of the proposal, as are the other
supervisory factors that the Board must consider under
section 3 of the BHC Act.

B. Convenience and Needs Considerations

The Board has carefully considered the effect of the pro-
posed acquisition on the convenience and needs of the
community to be served in light of all the facts of record.
The Board has long held that consideration of the conve-
nience and needs factor includes a review of the records of
the relevant depository institutions under the Community
Reinvestment Act (“CRA”) (12 U.S.C. § 2901 et seq.). As
provided in the CRA, the Board evaluates the convenience
and needs factor in light of examinations by the primary

federal supervisor of the CRA performance records of the
relevant institutions.'?

All of Banc One’s subsidiary banks have received “out-
standing™ or “satisfactory” ratings for their appropriate
federal supervisors at the most recent examinations of their
CRA performance. Banc One’s lead bank, Bank One,
N.A., Columbus, Ohio, received an “outstanding” perfor-
mance rating and Banc One’s largest bank in terms of
assets, Bank One, Texas, N.A., Dallas, Texas, received a
“satisfactory” performance ratings from their appropriate
federal supervisor, the Office of the Comptroller of Cur-
rency (“OCC”). In addition, Banc One, Louisiana, N.A.,
New Orleans, Louisiana, received a “satisfactory” perfor-
mance rating from the OCC. All of First Commerce’s
subsidiary banks also have received “outstanding’ or “sat-
isfactory” ratings for CRA performance from their appro-
priate federal supervisors.

The Board also has carefully reviewed Banc One’s lend-
ing activities and its compliance with fair lending laws. As
part of that review, the Board has considered information
developed in the course of its supervision of Banc One
regarding the institution’s fair lending oversight, proce-
dures, and practices and, in light of all the facts of record,
the Board has concluded that Banc One’s record of fair
lending is consistent with approval of this proposal.

The Board has considered all the facts of record, includ-
ing the CRA performance records of the subsidiary banks
of Banc One and First Commerce, relevant reports of
examination, and the comments received.'® Based on all
the facts of record, and for the reasons discussed above, the
Board concludes that convenience and needs consider-
ations are consistent with approval of the proposal.

Nonbanking Activities

Banc One also has filed a notice, under section 4(c)(8) of
the BHC Act, to acquire First Commerce Service Corpora-
tion and thereby to engage in data processing activities.
The Board has determined by regulation that the provision
of certain data processing services is closely related to
banking for purposes of section 4(c)(8) of the BHC Act.”
Banc One has stated that, following consummation of the
proposal, it will conduct its data processing activities in
accordance with the limitations set forth in Regulation Y
and the Board’s orders and interpretations.

15. The Board notes that the Statement of the Federal Financial
Supervisory Agencies Regarding the Community Reinvestment Act
(“Agency CRA Statement”) provides that a CRA examination is an
important and often controlling factor in the consideration of an
institution’s CRA record and that reports of these examinations will
be given great weight in the applications process. See 54 Federal
Register 13,742 and 13,745 (1989).

16. A commenter contends that he has had unsatisfactory experi-
ences with a Banc One subsidiary bank in business and personal
banking transactions. The Board has carefully reviewed the comment
in light of all the facts of record, and has provided the comment to the
OCC, which is the appropriate federal supervisor of the bank.

17. See 12 C.FR. 225.28(b)(14).
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In order to approve the proposal under section 4(c)(8) of
the BHC Act, the Board also 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 convenience, in-
creased competition, or gains in efficiency that outweigh
possible adverse effects, such as undue concentration of
resources, decreased or unfair competition, conflicts of
interests, or unsound banking practices.” '8 As part of its
evaluation of these factors, the Board considers the finan-
cial condition and managerial resources of the notificant
and its subsidiaries, including the companies to be ac-
quired, and the effect of the proposed transaction on those
resources.!® For the reasons noted above, and based on all
the facts of record, the Board has concluded that financial
and managerial considerations are consistent with approval
of the notice.

The Board also has considered the competitive effects of
the proposed acquisition by Banc One of First Commerce
Service Corporation. The market for data processing ser-
vices is unconcentrated and that there are numerous provid-
ers of the services. As a result, consummation of the
proposal would have a de minimis effect on competition.
The Board also expects that the acquisition would provide
added convenience to First Commerce’s customers and to
other members of the public by increasing operating effi-
ciencies and providing expanded services to customers of
First Commerce and Banc One. Additionally, there are
public benefits to be derived from permitting capital mar-
kets to operate so that bank holding companies may make
potentially profitable investments in nonbanking compa-
nies where these investments are consistent, as in this case,
with the relevant considerations of the BHC Act and from
permitting banking organizations to allocate their resources
in a manner they believe most efficient.

Accordingly, based on all the facts of record, the Board
has determined that the balance of public benefits that the
Board must consider under the proper incident to banking
standard of section 4(c)(8) of the BHC Act is favorable and
consistent with approval of the proposal.

Conclusion

Based on the foregoing, and in light of all the facts of
record, including the comments received, the Board has
determined that the application and notice should be, and
hereby are, approved.2® Approval of the application and

18. 12 US.C. § 1843(c)(8).

19. See 12 C.FR. 225.26.

20. One commenter requests that the Board not act on the Banc
One/First Commerce proposal until his employment discrimination
lawsuit against Banc One and one of its subsidiary banks is settled and
until the Board investigates pending employment discrimination com-
plaints filed against Banc One with the Equal Employment Opportu-
nity Commission. Commenter’s lawsuit was dismissed by a federal
district court and the dismissal was upheld on appeal. The Board
previously has noted, moreover, that disputes that arise under a statute
administered and enforced by another agency in areas such as employ-
ment discrimination are beyond the Board’s jurisdiction under the

notice is specifically conditioned on compliance by Banc
One with all the commitments made in connection with the
proposal and with the conditions stated or referred to in
this order, including Banc One’s divestiture commitment.
The Board’s determination on the nonbanking activities
also is subject to all the terms and conditions set forth in
Regulation Y, including those in sections 225.7 and
225.25(c) (12C.ER. 225.7 and 225.25(c)), and to the
Board’s authority to require such modification or termina-
tion of the activities 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 referred to above shall be deemed to
be conditions imposed in writing by the Board in connec-
tion with its findings and decision, and, as such, may be
enforced in proceedings under applicable law.

The acquisition of First Commerce’s subsidiary banks
shall not be consummated before the fifteenth calendar day
following the effective date of this order, and the proposal
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 Cleveland, acting pursuant to delegated authority.

By order of the Board of Governors, effective May 26,
1998.

Voting for this action: Chairman Greenspan, Vice Chair Rivlin, and
Governors Ferguson and Gramlich. Absent and not voting: Governors
Kelley, Phillips, and Meyer.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Appendix A

Banking Markets in which Banc One and First
Commerce Compete

Baton Rouge: Ascension, East Baton Rouge, Iberville,
Livingston, and West Baton Rouge Parishes plus the north-
ern half of Assumption Parish, and the town of Union in
St. James Parish.

Iberia: Tberia Parish.

Lake Charles: Calcasieu and Cameron Parishes. plus the
southern half of Beauregard Parish.

Lafayette: Lafayette, Acadia, St. Landry, St. Martin, and
Vermillion Parishes, excluding the town of Mermentau in
Acadia Parish and the town of Gueydan in Vermillion
Parish.

Lincoln: Lincoln Parish.

Monroe: Monroe and Ouachita Parishes

statutory factors in the BHC Act. Based on a review of all the facts of
record, the Board concludes that the record in this case is sufficient to
warrant Board consideration and action on the proposal at this time.
and that further delay of consideration of the proposal or denial of the
proposal on the basis of informational insufficiency is not warranted.
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Morehouse: Morehouse Parish.

New Orleans: Jefferson, Orleans, Plaquemines, St. Ber-
nard, St. Charles, St. John the Baptist, St. Tammany, and
St. James Parishes, less the town of Union in St. James
Parish.

Shreveport-Bossier City: Bossier, Cado, DeSoto and
Webster Parishes.

Appendix B

A. Banking Markets In Which Consummation of the
Proposal Would Not Exceed the DOJ Guidelines Without
Divestitures.

Iberia: After consummation of the proposal, Banc One
would control 18.4 percent of the market deposits and
would become the third largest of nine depository institu-
tions in the market. The HHI would increase 166 points to
2515.

Morehouse: After consummation of the proposal, Banc
One would control 23.0 percent of the market deposits and
would become the second largest of six depository institu-
tions in the market. The HHI would increase 129 points to
2349,

Shreveport-Bossier City: After consummation of the pro-
posal, Banc One would control 25.4 percent of the market
deposits and would become the largest of 18 depository
institutions in the market. The HHI would increase
17 points to 1813.

B. Banking Markets In Which Consummation of the
Proposal Would Not Exceed the DOJ Guidelines With
Proposed Divestitures.

Lafayette: Banc One proposes to divest seven branches,
controlling deposits of $195.0 million, to a competitor
suitable to the Board. Following such divestiture, and after
consummation of the proposal, Banc One would control
24.5 percent of the market deposits and would become the
largest of 40 depository institutions in the market. The HHI
would increase not more than 276 to 896.

Lake Charles: Banc One proposes to divest eight branches,
controlling deposits of $154.8 million, to a competitor
suitable to the Board. Following such divestiture, and after
consummation of the proposal, Banc One would control
33.4 percent of market deposits and become the largest of
eight competitors. The HHI would increase not more than
127 points to 2414.

Lincoln: Banc One proposes to divest two branches, con-
trolling deposits of $73.6 million, to a competitor suitable
to the Board. Following such divestiture, and after consum-
mation of the proposal, Banc One would control
34.4 percent of market deposits and become the largest of
seven competitors. The HHI would increase 64 points to
2116.

Monroe: Banc One proposes to divest eight branches,
controlling deposits of $191.1 million, to a competitor
suitable to the Board. Following such divestiture, and after
consummation of the proposal, Banc One would control

39.3 percent of market deposits and become the largest of
eleven competitors. The HHI would increase not more than
181 points to 2227.

Regions Financial Corporation
Birmingham, Alabama

Order Approving Merger of Bank Holding Companies

Regions Financial Corporation (“Regions’), a bank hold-
ing company within the meaning of the Bank Holding
Company Act (“BHC Act”), has requested the Board’s
approval under sections 3 and 4 of the BHC Act
(12 US.C. §§ 1842(a)(5) and 1843(c)(8)) to merge with
First Commercial Corporation, Little Rock, Arkansas
(“First Commercial’’), and thereby acquire First Commer-
cial’s subsidiary banks and nonbanking subsidiaries listed
in the Appendix.!

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(63 Federal Register 14,464 (1998)). The time for filing
comments has expired, and the Board has considered the
application and all comments received in light of the
factors set forth in sections 3 and 4 of the BHC Act.

Regions, with total consolidated assets of approximately
$24.4 billion, operates banks in Alabama, Florida, Georgia,
South Carolina, Louisiana, and Tennessee, and engages in
a number of permissible nonbanking activities.? Regions is
the largest commercial banking organization in Alabama,
controlling deposits of approximately $9 billion, represent-
ing 19.4 percent of total deposits in commercial banking
organizations in the state (“state deposits”). First Commer-
cial, with total consolidated assets of approximately
$7.4 billion, operates banks in Arkansas, Texas, Tennessee,
Louisiana, and Oklahoma and engages in mortgage and
trust company activities through its nonbanking subsidiar-
ies. First Commercial is the largest commercial banking
organization in Arkansas, controlling deposits of approxi-
mately $4.7 billion, representing 17.3 percent of Arkansas
state deposits.

Regions is the fifth largest commercial banking organiza-
tion in Louisiana, controlling deposits of approximately
$2.2 billion, representing 5.8 percent of Louisiana state
deposits. First Commercial is the 85th largest commercial
banking organization in the state, controlling deposits of
approximately $49 million, representing less than 1 percent
of state deposits. On consummation of the proposal, Re-
gions would remain the fifth largest commercial banking
organization in Louisiana, controlling deposits of approxi-
mately $2.3 billion, representing 6 percent of Lonisiana
state deposits.

1. Regions also has requested the Board's approval to hold and
exercise an option to purchase up to 19.9 percent of the voting shares
of First Commercial if certain events occur. The option would expire
on consummation of the proposal.

2. All banking data are as of June 30, 1997, and include acquisitions
by Regions and First Commercial that have been approved by the
appropriate federal supervisors after that date.
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Regions is the 12th largest commercial banking organi-
zation in Tennessee, controlling deposits of approximately
$471 million, representing less than 1 percent of Tennessee
state deposits. First Commercial is the 17th largest com-
mercial banking organization in the state, controlling de-
posits of approximately $351 million, also representing
less than 1 percent of state deposits. On consummation of
the proposal, Regions would become the ninth largest
commercial banking organization in Tennessee, controlling
deposits of approximately $822 million, representing
1.4 percent of Tennessee state deposits.

Interstate Analysis

Section 3(d) of the BHC Act allows the Board to approve
an application 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, if certain conditions
are met. For purposes of the BHC Act, the home state of
Regions is Alabama, and First Commercial controls banks
in Arkansas, Texas, Tennessee, Louisiana, and Oklahoma.?
All the conditions for an interstate acquisition enumerated
in section 3(d) are met in this case.* In view of all the facts
of record, the Board is permitted to approve the proposal
under section 3(d) of the BHC Act.

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 banking
market and the Board has not found that the anticompeti-
tive effects of the proposal are clearly outweighed in the
public interest by the probable effect of the proposal in
meeting the convenience and needs of the community to be
served.”

3. A bank holding company’s home state is that state in which the
operation of the bank holding company’s banking subsidiaries were
principally conducted on July 1, 1996, or the date on which the
company became a bank holding company, whichever is later.
12US.C. § 1841(o)4)C).

4. See 12 US.C. §8§ 1842(d)(1)(A) and (B) and 1842(d)(2)(A) and
(B). Regions is adequately capitalized and adequately managed, as
defined by applicable law. First Commercial’s subsidiary banks have
been in existence and continuously operated for the minimum period
of five years required under the respective state laws. See Ark. Code
Ann. § 23-48-405 (Michie 1997); Tex. Finance Code Ann.
§ 38.003(a) (West 1997); La. Rev. Stat. Ann. §§ 6:535(C) and 6:538
(West 1997); Tenn, Code Ann. § 45-2-1403(a)(1) (Michie 1997);
Okla. Stat. Ann. tit, 6, § 502(F) (West 1998). On consummation of
the proposal, Regions would control less than 10 percent of the total
amount of deposits of insured depository institutions in the United
States. Regions also would not exceed applicable state law deposit
limitations, as calculated under state law, in each state in which First
Commercial operates. See Ark. Code Ann. § 23—48-406 (25 percent);
Tex. Finance Code Ann. § 38.002(a) (20 percent); Tenn. Code Ann.
§ 45-2-1404 (30 percent): Okla. Stat. Ann. tit. 6, §502(C)
(15 percent). All other requirements of section 3(d) of the BHC Act
would be met on consummation of the proposal.

5.12 US.C. § 1842(c)(1)(B).

Regions and First Commercial compete directly in the
Shreveport-Bossier City, Louisiana, banking market
(“Shreveport banking market”).6 After consummation of
the proposal, Regions would remain the fifth largest depos-
itory institution in the market, controlling deposits of ap-
proximately $236 million, representing 6.9 percent of total
deposits in depository institutions in the market.” The
Herfindahl-Hirschman Index (“HHI’) for the banking
market would increase by 15 points to 1885.3 Based on all
the facts of record, including the small increase in market
concentration as measured by the HHI, the presence of
15 other competitors that would remain in the banking
market, and entry into the market by four regional bank
holding companies since 1994, the Board concludes that
consummation of the proposal would not have a signifi-
cantly adverse effect on competition or on the concentra-
tion of banking resources in the Shreveport banking market
or any other relevant banking market.

Financial, Managerial, and Other Supervisory Factors

The Board has carefully considered the financial and man-
agerial resources and future prospects of Regions, First
Commercial, and their respective subsidiary banks in light
of all the facts of record, including supervisory reports of
examination assessing the financial and managerial re-
sources of the organizations and financial information pro-
vided by Regions. Based on all the facts of record, includ-
ing relevant reports of examination of the companies and
banks involved in the proposal, the Board concludes that
the financial and managerial resources and future prospects
of Regions, First Commercial, and their subsidiary banks
are consistent with approval, as are the other supervisory
factors the Board must consider under section 3 of the
BHC Act.

6. The Shreveport-Bossier City banking market comprises Bossier,
Caddo, DeSoto, and Webster Parishes in Louisiana.

7. Market share data are as of June 30, 1997. In this context,
depository institutions include commercial banks, savings banks, and
savings associations. 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 institutions have become, or
have the potential to become, significant competitors of commercial
banks. See WM Bancorp, 76 Federal Reserve Bulletin 788 (1990);
National City Corporation, 70 Federal Reserve Bulletin 743 (1984).
Thus, the Board has regularly included thrift deposits in the calcula-
tion of market share on a 50-percent weighted basis. See First Hawai-
ian, Inc., 77 Federal Reserve Bulletin 52 (1991).

8. Under the revised Department of Justice Merger Guidelines,
49 Federal Register 26,823 (1984), a market in which the post-merger
HHI is more than 1800 is considered to be highly concentrated. The
Department of Justice has informed the Board that a bank merger or
acquisition generally will not be challenged (in the absence of other
factors indicating anticompetitive effects) unless the post-merger HHI
is at least 1800 and the merger increases the HHI by more than
200 points. The Department of Justice has stated that the higher than
normal threshold for an increase in HHI when screening bank mergers
and acquisitions for anticompetitive effects implicitly recognizes the
competitive effects of limited-purpose and other nondepository finan-
cial entities.



560 Federal Reserve Bulletin J July 1998

Convenience and Needs Factor

The Board also has carefully considered the effect of the
proposal on the convenience and needs of the communities
to be served in light of all the facts of record. The Board
notes that all of Regions’s subsidiary banks, which operate
in six states, received ratings of ‘‘satisfactory” or better
from the appropriate federal regulator at their most recent
examinations for performance under the Community Rein-
vestment Act (12 US.C. § 2901 er seq.) (“CRA”). Re-
gions’s subsidiary banks provide a full range of financial
services, including many products designed to meet the
credit needs of low- to moderate-income (“LMI”’) commu-
nities. Regions has stated that the proposal would enable it
to enhance and expand the delivery of banking services to
all of its and First Commercial’s customers, including LMI
households. Regions also has indicated that it will establish
a charitable foundation, initially funded in the amount of
$7.5 million, that will be dedicated to improving communi-
ties currently served by First Commercial, and a small
business investment corporation, initially funded in the
amount of $5 million, that will invest primarily in compa-
nies located in the communities currently served by First
Commercial.

The Board has carefully considered comments from an
African-American small business owner who maintains
that Regions Bank has an inadequate record of lending to
businesses owned by African Americans in Sumter County,
Alabama, and of advertising in African-American owned
newspapers and other media in Alabama. In addition, two
community associations contend, based primarily on Home
Mortgage Disclosure Act (“HMDA”) data, that Regions’s
lead subsidiary bank, Regions Bank, Montgomery, Ala-
bama (‘“‘Regions Bank™), has an inadequate record of
helping to meet the needs of LMI and minority customers
in Alabama.

CRA Performance Examinations. The Board has long
held that consideration of the convenience and needs factor
includes a review of the records of the relevant depository
institutions under the CRA. As provided in the CRA, the
Board evaluates the convenience and needs factor in light
of examinations of the CRA performance records of the
relevant institutions by their appropriate federal supervi-
sors. An institution’s most recent CRA performance exam-
ination is a particularly important consideration in the
applications process because it represents a detailed, on-
site evaluation of the institution’s overall record of perfor-
mance under the CRA by its appropriate federal supervi-
sor.® The Board has reviewed the records of performance
of the subsidiary banks of Regions and First Commercial
in light of their most recent CRA performance examina-
tions and all other facts of record.

9. The Statement of the Federal Financial Supervisory Agencies
Regarding the Community Reinvestment Act provides that a CRA
examination is an important and often controlling factor in the consid-
eration of an institution’s CRA record and that reports of these
examinations will be given great weight in the applications process.
See 54 Federal Register 13,742 and 13,745 (1989).

The reports of these examinations indicate that Re-
gions’s subsidiary banks are helping to meet the conve-
nience and needs of the communities they serve. Regions
Bank, which accounts for approximately 65 percent of
Regions’ consolidated assets, received an “outstanding”
rating from the appropriate federal regulator, the Federal
Deposit Insurance Corporation (“FDIC”), at its most re-
cent examination for CRA performance, as of September
1996 (“‘the 1996 Examination’).!® Examiners of Regions
Bank found no evidence of prohibited discrimination or
other illegal credit practices and found no violations of fair
lending laws. Examiners also found that Regions Bank’s
delineation of its local community was reasonable and that
it did not arbitrarily exclude LMI areas.

The 1996 Examination stated that the activities of the
bank were effective in ascertaining the credit needs of its
entire community, including LMI neighborhoods, and in
informing all members of the community of available
credit services. In its marketing efforts, the bank used a
variety of media, such as newspapers, radio, and television,
including 12 newspapers and 7 radio stations that predomi-
nately served minority communities in Alabama. Examin-
ers found that Regions Bank’s branch network was accessi-
ble to all segments of the communities it served and that
Regions Bank offered a broad array of products and ser-
vices through its branches.

Lending Record of Regions Bank. The 1996 Examina-
tion concluded that Regions Bank’s lending record, includ-
ing its small business lending, addressed a significant por-
tion of the credit needs of the communities it served, and
that the bank’s geographical penetration of all segments of
its assessment area was exceptional. Examiners particu-
larly noted that Regions Bank has several specialized loan
products and experienced loan officers to help to meet the
credit needs of small businesses in the state. According to
the 1996 Examination, as of June 30, 1996, the bank had
19,247 small business loans outstanding throughout Ala-
bama, totalling $995 million. More than 80 percent of
these loans, totalling $304 million, were in amounts of less
than $100,000.

Preliminary 1997 data indicate that Regions Bank con-
tinues to be an active small business lender in Alabama.
During 1997, Regions Bank originated 13,841 small busi-
ness loans in Alabama, totalling $880 million. Twenty-one
percent of these loans were made to borrowers located in
LMI census tracts, and 75 percent of the loans to borrowers
located in LMI census tracts were made to businesses with
annual gross revenues under $1 million. The percentage of
small business loans that Regions Bank made in LMI
census tracts and to businesses with gross revenues under
$1 million closely matched the percentages of such lending
by all insured depository institutions in Alabama in the
aggregate.

10. Each of First Commercial’s subsidiary banks also received a
rating of “‘satisfactory” or better from the appropriate federal regula-
tor at its most recent examination for CRA performance.
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The bank also helps to address small business credit
needs in Alabama through government sponsored lending
programs. In 1996, Regions Bank’s small business loans
included $13.6 million of loans made under programs
sponsored by the Small Business Administration and
143 loans, totalling $15 million, made at below market
interest rates under the State of Alabama’s Wallace Linked
Deposit Plan for economic development.!!

The Board also has considered Regions Bank’s record of
small business lending in Sumter County, Alabama, in
light of all the facts of record, including data relevant to
analyzing the lending opportunities for small business lend-
ers in the county. Sumter County is rural, with a population
of 16,390 and no major commercial center.’?> The popula-
tion has declined since 1980, and per capita income, per
capita retail sales, and per capita insured deposits are
significantly below the averages for Alabama.'> The most
recent data from the U.S. Bureau of the Census indicate
that 255 nonfarm businesses were in Sumter County, which
accounted for less than one-half of one percent of Ala-
bama’s small businesses as of 1993.

In 1996, Regions Bank made 47 small business loans in
Sumter County, totalling $2.7 million, which is more than
70 percent of the total number, and more than 50 percent of
the total amount, of small business loans made by all
insured depository institutions in the county.’* Regions
Bank made nine of its small business loans, totalling
$159,000, in LMI census tracts in Sumter County, which is
more than 60 percent of the total number, and more than
70 percent of the total amount, of small business loans
made by all insured depository institutions in LMI census
tracts in the county.!s

Regions also actively participates in meeting other types
of credit needs in its communities. The 1996 Examination
found that Regions Bank and its mortgage lending subsid-
iary, Regions Mortgage Incorporated, Birmingham, Ala-
bama (““Regions Mortgage™), assisted LMI borrowers to
obtain affordable housing through a variety of programs
that featured reduced down payment and closing cost re-
quirements and flexible underwriting standards. In addition
to its proprietary programs, Regions Bank offered afford-
able housing loans through programs sponsored by the
State of Alabama, the Federal National Mortgage Associa-

I1. An additional 3,430 agricultural loans, totalling $81 million,
were outstanding as of June 30, 1996. Over 92 percent of these loans,
totalling $41.2 million, were in amounts of less than $100,000.

{2. Population data are as of 1995. All statistical data for Sumter
County and for Alabama are from the U.S. Bureau of the Census.

13. Per capita income in 1993 in Sumter County was $12,120,
compared to $17,129 in all of Alabama. Per capita retail sales in 1992
were $3,582 in Sumter County, compared to $6,983 in all of Alabama.
Per capita deposits, based on FDIC data as of June 30, 1994, were
$5.325 in Sumter County, compared to $8,861 in all of Alabama.

14. Twenty-nine of Regions Bank’s small business loans in Sumter
County, totalling $669,000, were made to businesses with gross
annual revenues of less than $1 million.

15. Seven of these loans, totalling $79,000, were made to businesses
with gross incomes of less than $1 million. Sumter County has a total
of six census tracts, of which two are designated as LMI census tracts.

tion, and other government-sponsored loans programs.'®
Examiners also noted that, during 1995 and the first seven
months of 1996, Regions Mortgage originated more than
4,100 loans, totalling $290 million, under loan programs
sponsored by the Veterans Administration, Federal Hous-
ing Authority, and Farm Housing Administration. Regions
has stated that 23 percent of all home mortgage loans made
by Regions Bank and Regions Mortgage in Alabama dur-
ing 1996 and 1997 were made to LMI applicants.

Regions also supported efforts to provide affordable
housing through its community development activities. As
of June 30, 1996, Regions Bank had outstanding loans and
loan commitments of approximately $45.6 million and
investment commitments of approximately $38.7 million
to support the development of 2,569 affordable housing
units throughout Alabama. Regions has stated that, since
the 1996 Examination, the bank has made loans to or
invested in an additional 15 projects in the aggregate
amount of approximately $29 million to provide more than
900 units of affordable housing.!”

HMDA Data. The Board also has considered Regions’s
lending record in light of comments regarding the HMDA
data of Regions Bank in Alabama. The 1996 data generally
indicate that Regions Bank and Regions Mortgage denied a
significantly smaller percentage of housing-related loan
applications from African Americans than did lenders in
the state in the aggregate. The 1996 data also indicate that
Regions Bank and Regions Mortgage originated loans for a
significantly larger percentage of applications received
from African Americans, LMI individuals, and residents of
LMI census tracts than did lenders in the aggregate.

The data reflect, however, certain disparities in the rates
of loan denials by racial group. The Board is concerned
when the record of an institution indicates disparities in
lending, and believes that all banks are obligated to ensure
that their lending practices are based on criteria that ensure
not only safe and sound lending but also equal access to
credit by creditworthy applicants regardless of their race or
income level. The Board recognizes that HMDA data alone
provide an incomplete measure of an institution’s lending
in its community because these data cover only a few
categories of housing-related lending. HMDA data, more-

16. Examiners noted that Regions Mortgage also developed the
Wallace Mortgage Program with the State Treasurer of Alabama to
fund up to $2,000 of the down payment for first time LMI home
buyers through a second mortgage loan to be forgiven after 10 years
of continuous ownership of the home. Regions Mortgage received
40 percent of all funds allotted to the program prior to its termination
by the state in 1995. In addition, according to Regions, Regions
Mortgage is the largest originator of state-funded loans to LMI bor-
rowers under the Alabama Housing Finance Authority bond program.

17. These projects include construction and permanent financing in
the amount of approximately $3.9 million to construct 136 low-
income housing units in Millbrook, Alabama; approximately $3 mil-
lion to construct Virginia Meadows II, a 112 unit low-income housing
project in Montgomery, Alabama; and approximately $1.2 million to
help to purchase and rehabilitate 147 low-income homes in the
Meadow Hills neighborhood of Huntsville, Alabama. In Sumter
County, Alabama, Regions Bank invested $849,000 in a limited
partnership to rehabilitate low-income housing.
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over, provide only limited information about the covered
loans.!8 HMDA data, therefore, have limitations that make
them an inadequate basis, absent other information, for
concluding that an institution has not adequately assisted in
meeting its community’s credit needs or has engaged in
illegal lending discrimination. Because of the limitations of
HMDA data, the Board has considered these data carefully
in light of other information.

FDIC examiners conducted a fair lending review of
Regions Bank as part of the 1996 Examination, with a
particular focus on conducting comparative file analyses of
denied applications from minorities and approved applica-
tions from non-minorities for conventional home mortgage
purchase loans during 1996. This fair lending review did
not disclose any evidence of disparate treatment of or
discriminatory practices against minority applicants.!®

Regions Bank and Regions Mortgage also have a second
review program for all housing-related loan applications
that are preliminarily declined by the original loan officer.
Under the program, a second and more senior loan officer
must concur in the denial of a housing-related loan applica-
tion. The files for denied loans also are reviewed for
sufficient documentation, and are subject to random inter-
nal audit. In addition, the bank provides comprehensive
and ongoing training to its lending staff concerning compli-
ance with fair lending, disclosure, and record keeping
requirements. The Board also has considered the HMDA
data in light of Regions’s lending record, which shows that
Regions Bank and Regions Mortgage assist significantly in
helping to meet the credit needs of its community, includ-
ing LMI areas.

Conclusion on Convenience and Needs Considerations.
The Board has carefully considered all the facts of record,
including the public comments received, responses to the
comments, and the CRA performance records of the sub-
sidiary banks of Regions and First Commercial, including
relevant reports of examination. Based on a review of the
entire record, including the efforts of Regions Bank to meet
the credit needs of the communities it serves throughout
Alabama, and for the reasons discussed in this order, the
Board has concluded that convenience and needs consider-
ations, including the CRA performance records of the
subsidiary banks of Regions and First Commercial, are
consistent with approval.

18. The data, for example, do not account for the possibility that an
institution’s outreach efforts may attract a larger proportion of margin-
ally qualified applicants than other institutions attract and do not
provide a basis for an independent assessment of whether an applicant
who was denied credit was, in fact, creditworthy. Credit history
problems and excessive debt levels relative to income (reasons most
frequently cited for a credit denial) are not available from HMDA
data.

19. Examiners also compared loan files of approved applications
from minorities and non-minorities to ensure that there was no dispar-
ate treatment in the credit terms offered. The comparison showed no
evidence of discrimination or disparate treatment.

Nonbanking Activities

Regions also has filed notice under section 4(c)(8) of the
BHC Act to acquire the nonbanking subsidiaries of First
Commercial and thereby engage in mortgage lending and
trust company functions. The Board previously has deter-
mined by regulation that these activities are closely related
to banking for purposes of section 4(c)(8) of the BHC
Act.?° Regions proposes to conduct these activities in ac-
cordance with Regulation Y and all relevant Board inter-
pretations and orders.

In order to approve the proposal, the Board also must
determine that the performance of the proposed activities is
a proper incident to banking, that is, that the proposed
transaction “can reasonably be expected to produce bene-
fits to the public . . . that outweigh adverse effects, such as
undue concentration of resources, decreased or unfair com-
petition, conflicts of interests, or unsound banking prac-
tices.”2! As part of its evaluation of these factors, the
Board considers the financial and managerial resources of
the notificant, its subsidiaries, and any company to be
acquired and the effect the transaction would have on such
resources.2? For the reasons discussed above, and based on
all the facts of record, the Board has concluded that finan-
cial and managerial considerations are consistent with ap-
proval of the notice.

The Board also has carefully considered the competitive
effects of the proposed acquisition of First Commercial’s
mortgage lending and trust company subsidiaries. The
Board notes that the market for these nonbanking services
is unconcentrated, that there are numerous providers of the
services, and that there is minimal geographic overlap in
the areas in which Regions and First Commercial primarily
offer these services. As a result, the Board has concluded
that the proposal would not have a significantly adverse
effect on competition for mortgage lending services or trust
company functions.

The Board expects, moreover, that the acquisition of
First Commercial by Regions would provide added conve-
nience to customers of both institutions and is likely to
result in increased operating efficiencies for the combined
organization. Additionally, there are public benefits to be
derived from permitting capital markets to operate so that
bank holding companies may make potentially profitable
investments in nonbanking companies when those invest-
ments are consistent, as in this case, with the relevant
considerations under the BHC Act, and from permitting
banking organizations to allocate their resources in the
manner they consider to be most efficient. The Board also
believes that the conduct of the proposed activities within
the framework established under Regulation Y is not likely
to result in adverse effects, such as undue concentration of
resources, decreased or unfair competition, conflicts of
interests, or unsound banking practices, that would not be

20. See 12 C.ER. 225.28 (b)(1) and (5).
21. 12 US.C. § 1843(c)(8).
22.8ee 12 CFR. 225.26.
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outweighed by the public benefits of the proposal, such as
increased convenience and gains in efficiency. Accord-
ingly, based on all the facts of record, the Board has
determined that the balance of public benefits that the
Board must consider under the proper incident to banking
standard of section 4(c)(8) of the BHC Act is favorable and
consistent with approval of the proposal.

Conclusion

Based on the foregoing and all the other facts of record, the
Board has determined that the applications should be, and
hereby are, approved.?*> The Board’s approval is specifi-
cally conditioned on compliance by Regions with all the
commitments made in connection with the proposal and all
the conditions in this order.

The Board’s determination on the nonbanking activities
also is subject to all the terms and conditions set forth in
Regulation Y, including those in sections 225.7 and
225.25(c) of Regulation Y (12 C.ER. 225.7 and 225.25(c)),
and to the Board’s authority to require such modification or
termination of the activities of a bank holding company or
any of its subsidiaries as the Board finds necessary to
ensure compliance with, and to prevent evasion of, the
provisions of the BHC Act and the Board’s regulations and
orders issued thereunder. For purposes of this order, the
commitments and conditions relied on by the Board in
reaching this decision are deemed to be conditions im-
posed in writing by the Board in connection with its
findings and decisions, and, as such, may be enforced in
proceedings under applicable law.

The acquisition of First Commercial’s banks may not be
consummated before the fifteenth calendar day following
the effective date of this order, and the proposal may not be
consummated later that three months after the effective
date of this order, unless such period is extended for good

23. Two commenters requested that the Board hold a public meeting
or hearing on the proposal to obtain additional factual evidence
concerning the lending record of Regions. Section 3(b) of the BHC
Act does not require the Board to hold a public hearing on an
application unless the appropriate supervisory authority for the bank
to be acquired makes a timely written recommendation of denial. The
Board has not received such a recommendation from the appropriate
supervisory authorities.

Under its rules, the Board also may, in its discretion, hold a public
meeting or hearing on an application to acquire a bank if a meeting or
hearing is necessary or appropriate to clarify factual issues related to
the application and to provide an opportunity for testimony, if appro-
priate. 12 C.F.R. 225.16(e). The Board has carefully considered the
commenters’ request in light of all the facts of record. In the Board’s
view, commenters have had ample opportunity to submit their views,
and have submitted substantial written comments that have been
carefully considered by the Board in acting on the proposal. The
commenters’ request fails to identify disputed issues of fact that are
material to the Board’s decision that may be clarified by a public
meeting or hearing. The commenters also fail to indicate the matters
that may be presented by others and why a public meeting or hearing
is necessary for the proper presentation or consideration of their
views. For these reasons, and based on all the facts of record, the
Board has determined that a public meeting or hearing is not required
or warranted in this case. Accordingly. the request is hereby denied.

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 13,
1998.

Voting for this action: Chairman Greenspan, Vice Chair Rivlin, and
Governors Kelley, Phillips, Meyer, Ferguson, and Gramlich.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Appendix

First Commercial Corporation’s Subsidiary Banks and
Nonbanking Subsidiaries

A. Subsidiary Banks

Arkansas
. First Commercial Bank, N.A., Little Rock.
. Arkansas Bank and Trust Company, Hot Springs.
. Arkansas State Bank, Clarksville.
. Benton State Bank, Benton.
. Citizens First Bank, Arkadelphia.
. Citizens First Bank, El Dorado.
. Citizens First Bank, Fordyce.
. Clinton State Bank, Clinton.
9. Farmers & Merchants Bank, Rogers.
10. First Bank of Arkansas, Jonesboro.
1. First National Bank of Conway, Conway.
12. First National Bank of Nashville, Nashville.
13. First National Bank of Russellville, Russellville.
14. First National Bank of Searcy, Searcy.
15. Morrilton Security Bank, N.A., Morrilton.
16. State First National Bank, Texarkana.
17. The Security Bank, Harrison.
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Texas

18. First National Bank of Palestine, Palestine.

19. Kilgore First National Bank, Kilgore.

20. Longview National Bank, Longview.

21. Lufkin National Bank, Lufkin.

22. State First National Bank, Texarkana.

23. Stone Fort National Bank of Nacogdoches, Nacogdo-
ches.

24. Tyler Bank and Trust, N.A., Tyler.

Oklahoma!
25. Oklahoma National Bank of Duncan, Duncan.
26. Security National Bank & Trust Company, Norman.

Louisiana
27. Springhiil Bank & Trust Company, Springhill.

1. The Oklahoma banking subsidiaries of First Commercial are
wholly owned by TRH Bank Group, Inc., Norman, Oklahoma, of
which First Commercial owns 50 percent.
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Tennessee
28. First Commercial Bank of Memphis, N.A., Memphis.

B. Nonbanking Subsidiaries

1. First Commercial Mortgage Company, Little Rock, Ar-
kansas, which engages in making and servicing loans,
pursuant to section 225.28(b)(1) of Regulation Y
(12 C.F.R. 225.28(b)(1)).

2. First Commercial Trust Company, N.A., Little Rock,
Arkansas, which engages in trust company functions,
pursuant to section 225.28(b)(5) of Regulation Y
(12 C.F.R. 225.28(b)(5)).

ORDERS ISSUED UNDER INTERNATIONAL BANKING
AcTt

HSBC Equator Bank plc
London, England

Order Approving Establishment of a Representative
Office

HSBC Equator Bank plc (“Bank”), London, England, a
foreign bank within the meaning of the International Bank-
ing Act (“IBA”), has applied under section 10(a) of the
IBA (12 US.C. § 3107(a)) to establish a representative
office in Washington, D.C. The Foreign Bank Supervision
Enhancement Act of 1991 (“FBSEA”), which amended
the IBA, provides that a foreign bank must obtain the
approval of the Board to establish a representative office in
the United States.

Notice of the application, affording interested persons an
opportunity to submit comments, has been published in a
newspaper of general circulation in Washington, D.C.
(The Washington Post, June 1, 1997). The time for filing
comments has expired, and the Board has considered the
application and all comments received.

Bank, with approximately $202 million in assets,! is
incorporated in London, England, and provides commer-
cial and merchant banking services to sub-Saharan Africa.
Bank began its operations in 1996, as part of a reorganiza-
tion of the holdings of its parent, Equator Holdings Limited
(“EHL”). In the reorganization, Bank acquired the major-
ity of the business and staff of its sister affiliate, Equator
Bank Limited (“EBL”), a commercial bank incorporated
in Nassau, the Bahamas, and formerly EHL's principal
operating subsidiary. HSBC Holdings plc (‘“HSBC”), Lon-
don, England, indirectly owns 60 percent of EHL’s shares.
NedEurope S.A., a Luxembourg subsidiary of a South
African financial services group, and Equator Management
Services, a Connecticut partnership consisting of members
of the management of Bank’s affiliates, each own 20 per-
cent of EHL’s shares.

1. Asset data are as of December 31, 1997.

Bank’s international operations consist of six representa-
tive offices in various African countries, and several leas-
ing company subsidiaries organized in Nassau, Bahamas,
and the Turks and Caicos Islands. In the United States,
Bank’s immediate parent, EHL, operates an export trading
company and several other nonbanking companies.? In
addition, Bank’s sister bank, EBL, operates a representa-
tive office in Washington, D.C. Bank is proposing that the
current EBL representative also would serve as Bank’s
representative.

The proposed representative office in Washington, D.C.
would conduct market research, develop new business,
prepare loan applications, and maintain contacts with
Bank’s customers and U.S. government and international
development agencies with interests in Africa. The pro-
posed representative office would report to Bank’s head
office in London and also would be monitored and super-
vised by Equator USA, Inc., EHL’s Connecticut servicing
subsidiary. No funds wouid be solicited, received, or dis-
bursed at or through the representative office.

In acting on an application to establish a representative
office, the IBA and Regulation K provide that the Board
shall take into account whether the foreign bank engages
directly in the business of banking outside of the United
States and has furnished to the Board the information it
needs to assess the application adequately. The Board also
shall take into account whether the foreign bank and any
foreign bank parent is subject to comprehensive supervi-
sion or regulation on a consolidated basis by its home
country supervisor (12 US.C. §3107(a)(2); 12 C.ER.
211.24).2 The Board may also take into account additional
standards as set forth in the IBA and Regulation K
(12 U.S.C. § 3105(d)(3)-(4); 12 C.FR. 211.24(c)).

As noted above, Bank engages directly in the business of
banking outside the United States. Bank also has provided
the Board with information necessary to assess the applica-
tion through submissions that address the relevant issues.
With respect to supervision by home country authorities,
the Board previously has determined, in connection with
applications involving other banks in the United Kingdom,

2. These companies engage in aircraft leasing, consulting, venture
capital activities and the provision of services for a fee to affiliated
companies within the Equator group, including Bank.

3. In assessing this standard, the Board considers, among other
factors, the extent to which the home country supervisors:

(i) Ensure that the bank has adequate procedurses for monitoring and

controlling its activities worldwide;

(ii) Obtain information on the condition of the bank and its subsidiar-
ies and offices through regular examination reports, andit reports,
or otherwise:

(iii) Obtain information on the dealings with and relationship be-
tween the bank and its affiliates, both foreign and domestic;

(iv) Receive from the bank financial reports that are consolidated on a
worldwide basis, or comparable information that permits analysis
of the bank’s financial condition on a worldwide consolidated
basis; and

(v) Evaluate prudential standards, such as capital adequacy and risk
asset exposure, on a worldwide basis.

These are indicia of comprehensive, consolidated supervision. No

single factor is essential and other elements may inform the Board's

determination.
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that those banks were subject to home country supervision
on a consolidated basis.* Bank is supervised by the Bank of
England on substantially the same terms and conditions as
those other banks.> Based on all the facts of record, the
Board has determined that Bank is subject to comprehen-
sive supervision and regulation on a consolidated basis by
its home country supervisor.

The Board also has taken into account the additional
standards set forth in section 7 of the IBA and Regula-
tion K (12 US.C. § 3105(d)(3),(4); 12 C.ER. 211.24(c}2)).
The Bank of England has no objection to Bank’s establish-
ment of the proposed representative office.

With respect to the financial and managerial resources of
Bank, taking into consideration Bank’s record of opera-
tions in its home country, its overall financial resources,
and its standing with its home country supervisors, the
Board also has determined that financial and managerial
factors are consistent with approval of the proposed repre-
sentative office. Bank appears to have the experience and
capacity to support the proposed representative office and
has established controls and procedures for the proposed
representative office to ensure compliance with U.S. law.

With respect to access to information about Bank’s
operations, the Board has reviewed the restrictions on
disclosure in relevant jurisdictions in which Bank operates
and has communicated with relevant government authori-
ties regarding access to information. Bank and HSBC have
committed to make available to the Board such informa-
tion on the operations of Bank and any of its affiliates that
the Board deems necessary to determine and enforce com-
pliance with the IBA, the Bank Holding Company Act of
1956, as amended, and other applicable federal law. To the
extent that the provision of such information to the Board

4. See Coutts & Co. AG, 79 Federal Reserve Bulletin 636 (1993);
Singer & Friedlander, 79 Federal Reserve Bulletin 809 (1993); West
Merchant Bank Limited, 81 Federal Reserve Bulletin 519 (1995).

5. In addition, although HSBC, Bank’s ultimate parent, is not itself
an authorized institution in the United Kingdom, the Board has
previously determined that HSBC and its various banking and non-
banking companies (“HSBC Group”’) are supervised on substantially
the same terms and conditions as those United Kingdom banks. Wells
Fargo & Co., HSBC Holdings, plc, HSBC Holdings BV, Marine
Midland Banks, Inc., 81 Federal Reserve Bulletin 1037 (1995); see
also Hongkong Bank of Canada, 83 Federal Reserve Bulletin 51
(1997). The Bank of England has confirmed that its consolidated
supervision of the HSBC Group extends to Bank and that there have
been no material changes in its supervision of the HSBC Group since
the Board’s previous determination.

may be prohibited by law, Bank and HSBC have commit-
ted to cooperate with the Board to obtain any necessary
consents or waivers that might be required from third
parties for disclosure of such information. In addition,
subject to certain conditions, the Bank of England may
share information on the operations of Bank and the HSBC
Group with other supervisors, including the Board. In light
of these commitments and other facts of record, and sub-
ject to the condition described below, the Board concludes
that Bank has provided adequate assurances of access to
any necessary information the Board may request.

On the basis of all the facts of record, and subject to the
commitments made by Bank and HSBC, as well as the
terms and conditions set forth in this order, the Board has
determined that Bank’s application to establish a represen-
tative office should be, and hereby is, approved. Should
any restrictions on access to information on the operations
or activities of Bank and its affiliates subsequently interfere
with the Board’s ability to obtain information to determine
and enforce compliance by Bank or its affiliates with
applicable federal statutes, the Board may require termina-
tion of any of Bank’s or its affiliates’ direct or indirect
activities in the United States. Approval of this application
is also specifically conditioned on compliance by Bank and
HSBC with the commitments made in connection with this
application, and with the conditions in this order.® The
commitments and conditions referred to above are condi-
tions imposed in writing by the Board in connection with
its decision, and may be enforced in proceedings under
12 US.C. § 1818 against Bank and its affiliates.

By order of the Board of Governors, effective May 4,
1998.

Voting for this action: Chairman Greenspan, Vice Chair Rivlin, and
Governors Phillips, Meyer, and Gramlich. Absent and not voting:
Governors Kelley and Ferguson.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

6. The Board’s authority to approve the establishment of the pro-
posed office parallels the authority of the Washington, D.C. Office of
Banking and Financial Institutions (*‘Office”) to license or otherwise
permit the establishment of offices of a foreign bank. The Board’s
approval of this application does not supplant the authority of Office
to license or otherwise permit the proposed office of Bank in accor-
dance with any terms or conditions that Office may impose.
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INDEX OF ORDERS ISSUED OR ACTIONS TAKEN BY THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

(JANUARY 1, 1998-MARCH 31, 1998)

Bulletin
Volume
Applicant Merged or Acquired Bank or Activity Date of Approval and Page
Banco Bilbao Vizcaya, S.A., BBV LatInvest Securities Inc., March 23, 1998 84, 356
Bilbao, Spain New York, New York
Bank of Scotland, To establish a representative office in January 14, 1998 84, 230
Edinburgh, Scotland Seattle, Washington
Caja de Ahorros de Valencia, To establish an agency in Miami, Florida  January 21, 1998 84, 231
Castellén y Alicante, Bancaja,
Valencia Spain
Commerce Bancorp, Inc., A.H. Williams & Co., Inc., March 23, 1998 84, 358
Cherry Hill, New Jersey Philadelphia, Pennsylvania
Dresdner Bank AG, Oechsle International Advisors, L.P,, March 11, 1998 84, 361
Frankfurt, Germany Boston, Massachusetts
RCM Capital Management, L.L.C.,
San Francisco, California
First Financial Corporation, The Morris Plan Company of Terre February 23, 1998 84, 279
Terre Haute, Indiana Haute, Inc.,
Terre Haute, Indiana
FirstMerit Corporation, CoBancorp, Inc., March 11, 1998 84, 363
Akron, Ohio Elyria, Ohio
PremierBank & Trust,
Elyria, Ohio
Jefferson Savings Bank,
West Jefferson, Ohio
Fleet Financial Group, Inc., The Quick & Reilly Group, Inc., January 14, 1998 84, 227
Boston, Massachusetts Palm Beach, Florida
Indiana United Bancorp, P.T.C. Bancorp, February 17, 1998 84, 280
Greensburg, Indiana Brookville, Indiana
Peoples Trust Company,
Brookville, Indiana
National City Corporation, First of American Bank Corporation, February 11, 1998 84, 281
Cleveland, Ohio Kalamazoo, Michigan
First of America Bank,
N.A., Kalamazoo, Michigan
First of America Bank—Illinois, N.A.,
Bannockburn, Illinois
North Fork Bancorporation, Inc., New York Bancorp, Inc., February 9, 1998 84, 290
Melville, New York Douglaston, New York
Home Federal Savings Bank,
Ridgewood, New York
Peoples Heritage Financial Group, Inc., CFX Corporation, March 18, 1998 84, 351

Portland, Maine

Keene, New Hampshire
CFX Bank,

Keene, New Hampshire
Orange Savings Bank,

Orange, Massachusetts
Safety Fund National Bank,

Fitchburg, Massachusetts
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Bulletin
Volume
Applicant Merged or Acquired Bank or Activity Date of Approval and Page
Regions Financial Corporation, First State Corporation, March 11, 1998 84, 354
Birmingham, Alabama Albany, Georgia
First Bank & Trust Company,
Albany, Georgia
First Bank & Trust Company,
Cordele, Georgia
Shore Financial Corporation, Shore Bank, February 9, 1998 84, 288
Onley, Virginia Onley, Virginia
WesBanco Bank Wheeling, The Bank of Paden City, March 2, 1998 84, 366
Wheeling, West Virginia Paden City, West Virginia
Bank of McMechen,
McMechen, West Virginia
WesBanco, Inc., Commercial BancShares, Inc., March 2, 1998 84, 366
Wheeling, West Virginia Parkersburg, West Virginia
Gateway Bancshares, Inc.,
McMechen, West Virginia
WestStar Bank, Victory Bank of Nowata, February 18, 1998 84, 294

Bartlesville, Oklahoma

Nowata, Oklahoma

APPLICATIONS APPROVED UNDER BANK HOLDING COMPANY ACT

By the Secretary of the Board

Recent applications have been approved by the Secretary of the Board as listed below. Copies are available upon request to
the Freedom of Information Office, Office of the Secretary, Board of Governors of the Federal Reserve System,

Washington, D.C. 20551.

Section 3

Applicant(s)

Bank(s)

Effective Date

First Security Corporation,
Salt Lake City, Utah

Section 4

California State Bank,
West Covina, California

May 6, 1998

Applicant(s)

Bank(s)

Effective Date

Allied Irish Banks, p.l.c.,
Dublin, Ireland

National City Corporation,
Cleveland, Ohio

National Processing, Inc.,
Louisville, Kentucky

Norwest Corporation,
Minneapolis, Minnesota

Norwest Corporation,
Minneapolis, Minnesota

To engage de novo, through certain of its

May 11, 1998

nonbanking subsidiaries, in serving as the
general partner of private investment
limited partnerships now existing or to be

established in the future
INFITEQ, LLC,
Dallas, Texas

Edward Jones Mortgage, LLC,
Minneapolis, Minnesota
E.J. Mortgage, LLC,
St. Louis, Missouri

MidAmerica Insurance Agency South, Inc.,

Blue Earth, Minnesota

May 11, 1998

May 7, 1998

May 28, 1998
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Section 4—Continued

Applicant(s)

Bank(s)

Effective Date

Norwest Corporation,
Minneapolis, Minnesota

Wachovia Corporation,
Winston-Salem, North Carolina

By Federal Reserve Banks

Norwest Mortgage of Hawaii, LLC
Honoluly, Hawaii

Home Financial Services, Inc.,
Honolulu, Hawaii

Wachovia Capital Markets, Inc.,
Winston-Salem, North Carolina

’

May 7, 1998

May 29, 1998

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

the Reserve Banks.

Section 3

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

Alabama National Bancorporation,
Birmingham, Alabama

AmTrust, Inc.,
Dubuque, lowa
Anson Bancorp, Inc.,
Wadesboro, North Carolina
The 1855 Bancorp,
New Bedford, Massachusetts
The Baraboo Bancorporation,
Baraboo, Wisconsin
Belvedere Capital Partners, Inc.,
San Francisco, California

Buena Vista Bancorp, Inc.,
Chester, lllinois

Cardinal Financial Corporation,
Fairfax, Virginia

Citizens Bancorp, Inc.,
Charleston, Missouri

Citizens National Bancshares, Inc.,
Nicholasville, Kentucky

Clover Community Bankshares,
Inc.,
Clover, South Carolina

CNB Bancshares, Inc.,
Evansville, Indiana

CountryBanc Holding Company,
Edmond, Oklahoma

Public Bank Corporation,
St. Cloud, Florida
Public Bank,
St. Cloud, Florida
Cuba City State Bank,
Cuba City, Wisconsin
Anson Savings Bank, SSB,
Wadesboro, North Carolina
Sandwich Bancorp, Inc.,
Sandwich, Massachusetts
State Bank of Wonewoc,
Wonewoc, Wisconsin
California Community Financial
Institutions Fund Limited Partnership,
San Francisco, California
Belvedere Bancorp,
San Francisco, California
National Business Bank,
Torrance, California
Bank of Evansville,
Evansville, Illinois
Cardinal Bank, N A,
Fairfax, Virginia
Citizens’ Bank of Charleston,
Charleston, Missouri
Citizens National Bank of Jessamine,
Jessamine, Kentucky
Clover Community Bank,
Clover, South Carolina

National Bancorp,
Tell City, Indiana
TCB Bank,
Tell City, Indiana
Home State Bank,
Hobart, Oklahoma

Atlanta

Chicago
Richmond
Boston
Chicago

San Francisco

St. Louis
Richmond
St. Louis
Cleveland

Richmond

St. Louis

Kansas City

April 23, 1998

May 13, 1998
May 12, 1998
April 27, 1998
April 24, 1998

May 1, 1998

May 7, 1998
May 1, 1998
May 7, 1998
May 1, 1998

April 28, 1998

April 29, 1998

April 22, 1998
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Section 3—Continued

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

ECB Bancorp, Inc.,
Engelhard, North Carolina

The Employee Stock Ownership
Trust of People’s Bank and Trust
Company of Pickett County,
Byrdstown, Tennessee

F.N.B. Corporation,
Hermitage, Pennsylvania

First Gilmer Bancshares, Inc.,
Gilmer, Texas
First Gilmer Delaware Holdings,
Inc.,
Wilmington, Delaware
Fryburg Banking Company, Inc.,
Fryburg, Pennsylvania
Halbur Bancshares, Inc.,
Halbur, Iowa
Hall Properties, LP,
Perry, Oklahoma
Hibernia Corporation,
New Orleans, Louisiana

Home Valley Bancorp,
Cave Junction, Oregon
LCNB Bancorporation, Inc.,
Houston, Texas
L.CNB Bancorporation of Delaware,
Inc.,
Wilmington, Delaware
Mainline Bancorp, Inc.,
Ebensburg, Pennsylvania
Lino Lakes Banc Shares, Inc.,
Forest Lake, Minnesota
MainStreet BankGroup
Incorporated,
Martinsville, Virginia

Mid Penn Bancorp, Inc.,
Millersburg, Pennsylvania

New England Community Bancorp,
Inc.,
Windsor, Connecticut

Osceola Bancorporation,
Osceola, Iowa

The Peoples Holding Company,
Inc.,
Coldwater, Ohio

Premier Bancorp, Inc.,
Brentwood, Tennessee

The East Carolina Bank,
Engelhard, North Carolina

Upper Cumberland Bancshares, Inc.,
Byrdstown, Tennessee

Southwest Interim Bank, No. 4,
National Association,
Seminole, Florida

Wood County National Bank,
Quitman, Texas

First United National Bank,
Fryburg, Pennsylvania
Westside Banco,
Westside, Iowa
Perry Bancshares, Inc.,
Perry, Oklahoma
Peoples Holding Corporation,
Minden, Louisiana
Peoples Bank and Trust Company,
Minden, Louisiana
Home Valley Bank,
Cave Junction, Oregon
Langham Creek National Bank,
Houston, Texas

The First National Bank of Spangler,
Spangler, Pennsylvania

Lino Lakes State Bank,
Lino Lakes, Missouri

Ballston Bancorp, Inc.,
Washington, D.C.

The Bank of Northern Virginia,
Arlington, Virginia

Miners Bank of Lykens,
Lykens, Pennsylvania

Olde Port Bank & Trust Company,
Portsmouth, New Hampshire

Huxley Bancorp,
Huxley, lowa

The Peoples Bank Company,
Coldwater, Ohio

Premier Bank of Brentwood,
Brentwood, Tennessee

Richmond

Atlanta

Cleveland

Dallas

Cleveland
Chicago
Kansas City

Atlanta

San Francisco

Dallas

Philadelphia
Minneapolis

Richmond

Philadelphia

Boston

Chicago

Cleveland

Atlanta

May 20, 1998

April 29, 1998

May 5, 1998

April 20, 1998

May 20, 1998
May 13, 1998
May 1, 1998

April 29, 1998

April 24, 1998

April 30, 1998

April 24, 1998
May 5, 1998

May 11, 1998

May 13, 1998

May 21, 1998

May 7, 1998

May 8, 1998

May 1, 1998
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Section 3—Continued

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

Premier Bancshares, Inc.,
Atlanta, Georgia

Premier Bancshares, Inc.,
Atlanta, Georgia

Security State Bancshares, Inc.,
Charleston, Missouri

Signature Bancshares, Inc.,
Springfield, Missouri

Southern Development
Bancorporation, Inc.,
Arkadelphia, Arkansas

Southern Heritage Bancorp, Inc.,
Oakwood, Georgia

United Bancorp, Inc.,
Martins Ferry, Ohio

United Community Bancshares,
Gonzales, Louisiana

Unity Holdings, Inc.,
Cartersville, Georgia

USAL Bancorp, Inc.,
Union Springs, Alabama

Valley National Corporation,
Lanett, Alabama

Wilber Company,
Wilber, Nebraska

Section 4

The Bank Holding Company,
Griffin, Georgia

First Community Bank of Henry
County,
McDonough, Georgia

The Bank of Spalding County,
Griffin, Georgia

Button Gwinnett Financial Corporation,

Snellville, Georgia
The Bank of Gwinnett County,
Lawrenceville, Georgia
Bank of Atkins,
Atkins, Arkansas
Signature Bank,
Springfield, Missouri
First Delta Corporation,
Helena, Arkansas

First National Bank of Phillips County,

Helena, Arkansas

The Delta State Bank,
Elaine, Arkansas

Southern Heritage Bank,
Oakwood, Georgia

Southern Ohio Community
Bancorporation, Inc.,
Glouster, Ohio

United Community Bank,
Gonzales, Louisiana

Unity National Bank,
Cartersville, Georgia

AmeriFirst Bank, N.A.,
Union Springs, Alabama

First National Sylacauga Corporation,
Sylacauga, Alabama

First National-America’s Bank,
Sylacauga, Alabama

Nebraskal.and National Bank,
North Platte, Nebraska

Atlanta

Atlanta

St. Louis
St. Louis

St. Louis

Atlanta

Cleveland

Atlanta
Atlanta
Atlanta

Atlanta

Kansas City

May 21, 1998

May 14, 1998

May 13, 1998
May 7, 1998

May 13, 1998

April 30, 1998

May 12, 1998

May 20, 1998
April 29, 1998
April 27, 1998

May 7, 1998

April 29, 1998

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Effective Date

Bank Capital Corporation,
Strasburg, Colorado
Bank of Montreal,
Toronto, Ontario, Canada
Bankmont Financial Corp.,
Chicago, Illinois

Bank Capital Mortgage LLC,
Strasburg, Colorado

Harris Bankcorp, Inc.,
Chicago, Illinois

Harris Investment Management, Inc.,
Chicago, Illinois

Harris Investment Management Market

Neutral Fund, LLC,
Chicago, Illinois

Kansas City

Chicago

May 4, 1998

May 15, 1998
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Section 4—Continued

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Effective Date

Bayerische Vereinsbank AG,
Munich, Federal Republic of
Germany

Bayerische Vereinsbank AG,
Munich, Federal Republic of
Germany

Community Financial Services, Inc.,
Atlanta, Georgia

Fifth Third Bancorp,
Cincinnati, Ohio

Fifth Third Bancorp,
Cincinnati, Ohio

FirstFederal Financial Services
Corp.,

Wooster, Ohio

First Union Corporation,
Charlotte, North Carolina

National Australia Bank Limited,
Melbourne, Australia

Homeside Lending, Inc.,
Jacksonville, Florida

SINB Financial Corporation,
San Jose, California

Southeast Capital Corporation,
Idabel, Oklahoma

Southeast Capital Corporation
ESOP,

Idabel, Oklahoma

Summit Bankshares, Inc.,
Raphine, Virginia

The Toronto-Dominion Bank,
Toronto, Ontario, Canada

Waterhouse Investors Services, Inc.,
New York, New York

Sections 3 and 4

VB Risk Management Products Inc.,
New York, New York

VB Structured Finance Inc.,
New York, New York

Community Bank Marketing, Inc.,
Atlanta, Georgia

State Savings Company,
Columbus, Ohio

CitFed Bancorp, Inc.,
Dayton, Ohio

First Shenango Bancorp, Inc.,
New Castle, Pennsylvania

Bowles Hollowell Conner & Co.,
Charlotte, North Carolina

Banc One Mortgage Corporation,
Indianapolis, Indiana

Epic Funding Corporation,
Lafayette, California

To engage de novo in community
development activities

Valley Security Insurance Company,
Raphine, Virginia

Waterhouse Securities Inc.,
New York, New York

Jack White & Company,
San Diego, California

New York

New York

Atlanta
Cleveland
Cleveland

Cleveland

Richmond

Chicago

San Francisco

Kansas City

Richmond

New York

April 24, 1998

May 18, 1998

May 6, 1998
April 23, 1998
April 23, 1998

May 6, 1998

April 23, 1998

May 15, 1998

May 14, 1998

May 1, 1998

April 29, 1998

April 24, 1998

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Effective Date

Giltner Investment Partnership II,
Ltd.,
Omaha, Nebraska

Union Planters Corporation,
Memphis, Tennessee

Union Planters Holding Corporation,
Memphis, Tennessee

Avoca Company,
Avoca, Nebraska

Magna Group, Inc.,
St. Louis, Missouri
HBC Acquisition Sub, Inc.,
St. Louis, Missouri
Magna Bank, National Association,
St. Louis, Missouri
Charter Bank, S.B.,
Sparta, Illinois

Kansas City

St. Louis

April 29, 1998

May 21, 1998
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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.

Applicant(s)

Bank(s) Reserve Bank

Effective Date

Atlantic Bank,
Ocean City, Maryland
Colonial Bank,
Montgomery, Alabama
Farmers State Bank,
Mankato, Kansas
FCNB Bank,
Frederick, Maryland

Fifth Third Bank of Cincinnati,
Cincinnati, Ohio

Fifth Third Bank,
Cincinnati, Ohio

Fifth Third Bank of Columbus,
Columbus, Ohio

Fifth Third Bank of Columbus,
Columbus, Ohio

The Fifth Third Bank of Southern

Ohio,
Hillsboro, Ohio

The Fifth Third Bank of Western

Ohio,
Dayton, Ohio
Johnson Bank,
Racine, Wisconsin
Mercantile Bank,
Overland Park, Kansas

Bank of Maryland,
Towson, Maryland

Commercial Bank of Nevada, Atlanta
Las Vegas, Nevada

Security National Bank,
Manhattan, Kansas

Farmers Bank of Maryland,
Annapolis, Maryland

First Virginia Bank-Maryland,
Upper Marlboro, Maryland

Century Savings Bank,
Columbus, Ohio

The Fifth Third Bank of Western Ohio,
Dayton, Ohio

State Savings Bank,
Columbus, Ohio

Upper Arlington Branch of Fifth Third
Cincinnati,
Upper Arlington, Ohio

The Fifth Third Bank of Western Ohio,
Dayton, Ohio

Richmond

Kansas City

Richmond

Cleveland
Cleveland
Cleveland

Cleveland

Cleveland

Citizens Federal Savings Bank, FSB, Cleveland

Dayton, Ohio

Bank of Fort Atkinson,
Fort Atkinson, Wisconsin

Mercantile Bank of Northern Missouri,
Macon, Missouri

Mercantile Bank of St. Joseph,
St. Joseph, Missouri

Mercantile Bank of Northwest Missouri,
Maryville, Missouri

Chicago

Kansas City

PENDING CASES INVOLVING THE BOARD OF GOVERNORS

May 13, 1998
May 12, 1998
May 15, 1998

April 27, 1998

April 23. 1998
April 23, 1998
April 23, 1998

April 23, 1998

April 23, 1998

April 23, 1998

May 14, 1998

April 29, 1998

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

Board of Governors v. Carrasco, No. 98 Civ. 3474 (LAK)
(S.D.N.Y,, filed May 15, 1998). Action to freeze assets of
individual pending administrative adjudication of civil
money penalty assessment by the Board. On May 26, 1998,
the court issued a preliminary injunction restraining the
transfer or disposition of the individual’s assets and appoint-
ing the Federal Reserve Bank of New York as receiver for
those assets.

Research Triangle Institute v. Board of Governors, No.
97-1719 (U.S. Supreme Court, filed April 28, 1998). Peti-
tion for writ of certiorari to review dismissal by the United
States Court of Appeals for the Fourth Circuit of a contract
claim against the Board.

Inner City Press/Community on the Move v. Board of Gover-
nors, No. 97-1514 (U.S. Supreme Court, filed March 12,
1998). Petition for writ of certiorari to review dismissal by
the United States Court of Appeals for the District of
Columbia Circuit of a petition for review of a Board order
dated May 14, 1997, approving the application of Banc One
Corporation, Inc., Columbus, Ohio, to merge with First
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USA, Inc., Dallas, Texas. The Board’s opposition to the
writ was filed on May 29, 1998.

Logan v. Greenspan, No. 1:98CV00049 (D.D.C., filed Janu-
ary 9, 1998). Employment discrimination complaint.

Goldman v. Department of the Treasury, No. 1-97-CV-3798
(N.D. Ga,, filed December 23, 1997). Declaratory judgment
action challenging Federal Reserve notes as lawful money.
On March 2, 1998, the Board filed a motion to dismiss the
action.

Kerr v. Department of the Treasury, No. CV-§-97-01877-
DWH (S.D. Nev., filed December 22, 1997). Challenge to
income taxation and Federal Reserve notes.

Allen v. Indiana Western Mortgage Corp., No. 97-7744 RIK
(C.D. Cal, filed November 12, 1997). Customer dispute
with a bank.

Patrick v. United States, No. 97-75564 (E.D. Mich., filed
November 7, 1997). Action for damages arising out of tax
dispute.

Leuthe v. Office of Financial Institution Adjudication, No.
97-1826 (3d Cir,, filed October 22, 1997). Appeal of district
court dismissal of action against the Board and other Fed-
eral banking agencies challenging the constitutionality of
the Office of Financial Institution Adjudication.

Patrick v. United States, No. 97-75017 (E.D. Mich., filed
September 30, 1997). Action for damages arising out of tax
dispute.

Artis v. Greenspan, No. 97-5235 (D.C. Cir,, filed Septem-
ber 19, 1997). Appeal of district court order dismissing
employment discrimination class action.

Towe v. Board of Governors, No. 97-71143 (9th Cir,, filed
September 15, 1997). Petition for review of a Board order
dated August 18, 1997, prohibiting Edward Towe and
Thomas E. Towe from further participation in the banking
industry.

Branch v. Board of Governors, No. 97-5229 (D.C. Cir.,, filed
September 12, 1997). Appeal of district court order denying
motion to compel production of pre-decisional supervisory
documents and testimony sought in connection with an
action by Bank of New England Corporation’s trustee in
bankruptcy against the Federal Deposit Insurance Corpora-
tion. On November 10, 1997, the court denied appellant’s
request for expedited consideration of the appeal. Oral
argument was heard on May 4, 1998.

Clarkson v. Greenspan, No. 97-CV-2035 (D.D.C,, filed Sep-
tember 5, 1997). Freedom of Information Act case. On
January 20, 1998, the Board filed a motion to dismiss the
action.

Bettersworth v. Board of Governors, No. 97-CA-624 (W.D.
Tex., filed August 21, 1997). Privacy Act case.

Wilkins v. Warren, No. 98-1320 (4th Cir. 1998). Appeal of
District Court dismissal of action involving customer dis-
pute with a bank.

Greeff v. Board of Governors, No. 97-1976 (4th Cir., filed
June 17, 1997). Petition for review of a Board order dated
May 19, 1997, approving the application of by Allied Irish
Banks, plc, Dublin, Ireland, and First Maryland Bancorp,
Baltimore, Maryland, to acquire Dauphin Deposit Corpora-
tion, Harrisburg, Pennsylvania, and thereby acquire Dau-
phin’s banking and nonbanking subsidiaries.

Maunsell v. Greenspan, No. 97-6131 (2d Cir,, filed May 22,
1997). Appeal of district court dismissal of action for com-
pensatory and punitive damages for alleged violations of
civil rights by federal savings bank. On May 12, 1998, the
court of appeals affirmed the district court’s dismissal.

Pharaon v. Board of Governors, No. 97-1114 (D.C. Cir,, filed
February 28, 1997). Petition for review of a Board order
dated January 31, 1997, imposing civil money penalties and
an order of prohibition for violations of the Bank Holding
Company Act. Oral argument was held on December 8§,
1997, and on February 10, 1998, the court of appeals
affirmed the Board’s order. On March 26, 1998, petitioner
filed a motion for rehearing and rehearing en banc. The
motions were denied on April 17, 1998.

The New Mexico Alliance v. Board of Governors, No.
98-1049 (D.C. Cir., transferred as of January 21, 1998).
Petition for review of a Board order dated December 16,
1996, approving the acquisition by NationsBank Corpora-
tion and NB Holdings Corporation, both of Charlotte, North
Carolina, of Boatmen’s Bancshares, Inc., St. Louis, Mis-
souri. On January 21, 1998, the United States Court of
Appeals for the Tenth Circuit ordered the petition trans-
ferred to the United States Court of Appeals for the District
of Columbia Circuit. On May 27, 1998, the court of appeals
granted the Board’s motion to dismiss the petition.

American Bankers Insurance Group, Inc. v. Board of Gover-
nors, No. 96-CV-2383-EGS (D.D.C., filed October 16,
1996). Action seeking declaratory and injunctive relief in-
validating a new regulation issued by the Board under the
Truth in Lending Act relating to treatment of fees for debt
cancellation agreements. On October 18, 1996, the district
court denied plaintiffs’ motion for a temporary restraining
order. On April 13, 1998, the district court granted the
Board’s motion for summary judgment.

Board of Governors v. Pharaon, No. 98-6101 (2d Cir., filed
May 4, 1998). Appeal of partial denial of Board’s motion
for summary judgment in action to freeze assets of individ-
ual pending administrative adjudication of civil money pen-
alty assessment by the Board. On May 22, 1998, the appel-
lee filed a cross-appeal from the partial final judgment.

FINAL ENFORCEMENT ORDERS ISSUED BY THE
BOARD OF GOVERNORS

Banco Industrial de Venezuela
Caracas, Venezuela

The Federal Reserve Board announced on May 20, 1998,
the issuance of a Temporary Cease and Desist Order
against Banco Industrial de Venzuela, Caracas, Venezuela,
to address serious deficiencies in the bank’s anti-money
laundering program.

Banco Nacional de Mexico, et al.
Banamex, Mexico

The Federal Reserve Board announced on May 18, 1998,
the issuance of Temporary Cease and Desist Orders against
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Banco Nacional de Mexico (Banamex), Mexico; Banca in the United States to address serious deficiencies in their
Serfin, S.A., Mexico; Banco Internacional, S.A. (Bital), anti-money laundering programs. Each of these foreign
Mexico; Bancomer, S.A., Mexico; and Banco Santander, banks operates one or more branches or agencies in the
Spain; foreign banking organizations with banking offices United States.
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Combined Financial Statements
of the Federal Reserve Banks

The financial statements of the Federal Reserve Banks were audited by Coopers & Lybrand L.L.P.,
independent public accountants, for the years ended December 31, 1997 and 1996.

Coopers & Lybrand L.L.P.

' Coopers
&Lybrand

a professional services frm

REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Governors of The Federal Reserve System
and the Board of Directors of each of The Federal Reserve Banks:

We have audited the accompanying combined statements of condition of The
Federal Reserve Banks (the “Reserve Banks’) as of December 31, 1997 and 1996, and
the related combined statements of income and changes in capital for the years then
ended. These financial statements are the responsibility of the Reserve Banks’ manage-
ment. Our responsibility is to express an opinion on the financial statements based on
our audits.

We conducted our audits in accordance with generally accepted auditing standards.
Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and dis-
closures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

As discussed in Note 3, the combined financial statements were prepared in
conformity with the accounting principles, policies, and practices established by the
Board of Governors of The Federal Reserve System. These principles, policies, and
practices, which were designed to meet the specialized accounting and reporting needs
of The Federal Reserve System, are set forth in the Financial Accounting Manual for
Federal Reserve Banks and constitute a comprehensive basis of accounting other than
generally accepted accounting principles.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the combined financial position of the Reserve Banks as of Decem-
ber 31, 1997 and 1996, and combined results of their operations for the years then

ended, on the basis of accounting described in Note 3.
Qf_ /W//

Washington, D.C.
March 24, 1998
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THE FEDERAL RESERVE BANKS
COMBINED STATEMENTS OF CONDITION
December 31, 1997 and 1996

(in millions)

ASSETS 1997 1996
GOld CErtifiCates ..........viviuieiiiiiiiiie et $ 11,047 $ 11,048
Special drawing rights certificates .................ccoovii. 9,200 9,718
COMN ettt et 460 591
Items in process of collection ................ccooiiii, 7,800 12,761
Loans to depository institutions .............coovevviniriiiniininnn... 2,035 85
U.S. government and federal agency securities, net ............... 458,555 416,875
Investments denominated in foreign currencies .................... 17,046 19,264
Accrued interest receivable ... 4,386 3,891
Bank premises and equipment, net .............o.cooeiiiiin, 1,781 1,757
(0115 o T PPN 1,612 1,309
TOtAl ASSELS +ovvvveeiiiieneeeiiiii e eeetie e e et e eaeiee $513,922 $477,299
LIABILITIES AND CAPITAL

LIABILITIES
Federal Reserve notes outstanding, net .................c......... $457,469 $426,522

Deposits
Depository institutions ...........cocevevvnvenierviiiiieni. 30,838 24,524
U.S. Treasury, general account ..................oeeviiniinnen. 5,444 7,742
Other deposits ..........coevierreriiiniiiieiie, 681 400
Deferred credit items ..........cooviiveiiiiiiiiiiiiiiieiiee s 7,239 7,464
Statutory surplus transfer due U.S. Treasury .................... 653 660
Accrued benefit COSt ......ooiiiiiiiiii 747 712
Other Habilities ..........c.uvviniiiiririaiieaieier e 198 177
Total liabilities ..........ccoeeiieiiniiini . 503,269 468,201

CAPITAL

Capital paid-in ... 5,433 4,602
SUrplus ... 5,220 4,496
Total capital ........oooiviiiiiiiiiiii 10,653 9,098
Total liabilities and capital ..................cc..coooiine. $513,922 $477,299

The accompanying notes are an integral part of these financial statements.
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THE FEDERAL RESERVE BANKS
COMBINED STATEMENTS OF INCOME
for the years ended December 31, 1997 and 1996
(in millions)
1997 1996
Interest income
Interest on U.S. government SECUTIIES ........vvvvrveenerneenannnn. $25,699 $23,884
Interest on foreign CUITENCIES ......c.evvvmvenerienereiiiiiiiinnenen, 375 443
Interest on loans to depository institutions ...........ccccceeevvennen. i5 11
Total INterest INCOIME ......vviirereiniieeiriateieirinearenanns 26,089 24,338
Other operating income (loss)
Income from Services .........c..oooiiiiiiiiiiiiiiiiiiiiniiiiiinann, 789 787
Reimbursable services to government agencies ................... 224 216
Foreign currency 10SSes, NEL ........o.veviiiiniiiiiniiniiicinennenen. 2,593) (1,668)
Government SECUTities gains, Net ...........vceveriuiiicriiiinennennns 13 32
Other iNCOME .. ..uiviitiiiiiiiiiiiieeiii e 61 60
Total other operating 10SS ........c.oovviiiiiiiiiiiiiiiiiin, (1,506) (573)
Operating expenses
Salaries and otherbenefits ............ceviiiiiviiiii 1,300 1,283
OCCUPANCY EXPEMSE ...uovrnrerneanneaniineriierineraeetieeieaieaanns 184 177
Equipment €Xpense .........o..veveveneenereineiniiniiiiieieeeannn. 261 259
Cost of unreimbursed Treasury SErvices ................ooceveunnnns 35 38
Assessments by Board of Governors .............coooveviiininninnn. 539 565
Other EXPENSES «..euinitiinieeiae ettt eaane 474 468
Total operating EXPenses ........coeeervenvenceninunenrnnarniannn. 2,793 2,790
Net income prior to distribution .................ccooeviiiiininin.. $21,790 $20,975
Distribution of net income
Dividends paid to member banks ...............ccoociiiiiiiieniannn. $ 300 $ 256
Transferred to SUrplus ..........ooiveiiiiiiiiniicii 831 636
Payments to U.S. Treasury as interest
on Federal Reserve notes ........o.vvvvveviiiiiniiiiiiaeanannnns, .. 14,565
Payments to U.S. Treasury as required by statute ................. 20,659 5,518
Total diStribution ............c.oiveeiiiiiiiiiiiiicr e $21,790 $20,975
The accompanying notes are an integral part of these financial statements.
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Balance at December 31, 1995
Net income transferred
Statutory surplus transfer

Net change in capital stock

Balance at December 31, 1996
Net income transferred
Statutory surplus transfer

Net change in capital stock

Balance at December 31, 1997

THE FEDERAL RESERVE BANKS
COMBINED STATEMENTS OF CHANGES IN CAPITAL
for the years ended December 31, 1997 and 1996

(in millions)

(79 million shares) ..........c.c.covvvenennns
to SUrplus ..ooveiiiiiiiiiiiieeene
to the U.S. Treasury ....................

(13 million shares issued) .............

(92 million shares) .........................
to SUIplus ..ooiiiiii e,
to the U.S. Treasury ............c.......

(17 million shares issued) .............

Capital Total

paid-in Surplus capital
........... $3,966 $3,966 $7,932
........... 636 636
........... (106) (106)
........... 636 s 636
........... $4,602 $4,496 $9,098
........... 831 831
........... 107 o7
........... 831 s 831
........... $5,433 $5,220  $10,653

(109 million shares) .......................

The accompanying notes are an integral part of these financial statements.

NoTEs To COMBINED FINANCIAL STATEMENTS OF THE FEDERAL RESERVE BANKS, DECEMBER 31, 1997 AND 1996

(1) ORGANIZATION AND BASIS OF PRESENTATION

The twelve Federal Reserve Banks (Reserve Banks) are part of
the Federal Reserve System (System) created by Congress under
the Federal Reserve Act of 1913 (Federal Reserve Act), which
established the central bank of the United States. The Reserve
Banks are chartered by the federal government and possess a
unique set of governmental, corporate, and central bank character-
istics. Other major elements of the System are the Board of
Governors of the Federal Reserve System (Board of Governors).
the Federal Open Market Committee (FOMC), and the Federal
Advisory Council. The FOMC is composed of members of the
Board of Governors, the president of the Federal Reserve Bank of
New York (FRBNY), and, on a rotating basis, four other Reserve
Bank presidents.

Although the Reserve Banks are chartered as independent orga-
nizations overseen by the Board of Governors, the Reserve Banks
work jointly to carry out their statutory responsibilities. The
majority of the assets, liabilities, and income of the Reserve

Banks is derived from central bank activities and responsibilities
with regard to monetary policy and currency. For this reason, the
accompanying combined set of financial statements for the twelve
independent Reserve Banks is prepared, adjusted to eliminate
interdistrict accounts and transactions.

Structure

The Reserve Banks serve twelve Federal Reserve Districts nation-
wide. In accordance with the Federal Reserve Act, supervision
and control of each Reserve Bank is exercised by a Board of
Directors. Banks that are members of the System include all
national banks and any state-chartered bank that applies and is
approved for membership in the System.

Board of Directors

The Federal Reserve Act specifies the composition of the board of
directors for each of the Reserve Banks. Each board is composed
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of nine members serving three-year terms: three directors, includ-
ing those designated as Chairman and Deputy Chairman, are
appointed by the Board of Governors, and six directors are elected
by member banks. Of the six elected by member banks, three
represent the public and three represent member banks. Member
banks are divided into three classes according to size. Member
banks in each class elect one director representing member banks
and one representing the public. In any election of directors, each
member bank receives one vote, regardless of the number of
shares of Reserve Bank stock it holds.

(2) OPERATIONS AND SERVICES

The System performs a variety of services and operations. Func-
tions include formulating and conducting monetary policy; partici-
pating actively in the payments mechanism, including large-dollar
transfers of funds, automated clearinghouse operations, and check
processing; distribution of coin and currency; fiscal agency func-
tions for the U.S. Treasury and certain federal agencies; serving
as the federal government’s bank; providing short-term loans to
depository institutions; serving the consumer and the community
by providing educational materials and information regarding
consumer laws; supervising bank holding companies and state
member banks; and administering other regulations of the Board
of Governors. The Board of Governors’ operating costs are funded
through assessments on the Reserve Banks.

The FOMC establishes policy regarding open market opera-
tions, oversees these operations, and issues authorizations and
directives to the FRBNY for its execution of transactions. Autho-
rized transaction types include direct purchase and sale of U.S.
government and federal agency securities, matched sale-purchase
transactions, the purchase of securities under agreements to resell,
and the lending of U.S. government securities. Additionally, the
FRBNY is authorized by the FOMC to hold balances of and to
execute spot and forward foreign exchange and securities con-
tracts in fourteen foreign currencies, maintain reciprocal currency
arrangements (F/X swaps) with various central banks, and *“ware-
house™ foreign currencies for the U.S. Treasury and Exchange
Stabilization Fund (ESF) through the Reserve Banks.

(3) SIGNIFICANT ACCOUNTING POLICIES

Accounting principles for entities with the unique powers and
responsibilities of the nation’s central bank have not been formu-
lated by the Financial Accounting Standards Board. The Board of
Governors has developed specialized accounting principles and
practices that it believes are appropriate for the significantly
different nature and function of a central bank as compared to the
private sector. These accounting principles and practices are docu-
mented in the Financial Accounting Manual for Federal Reserve
Banks (Financial Accounting Manual), which is issued by the
Board of Governors. All Reserve Banks are required to adopt and
apply accounting policies and practices that are consistent with
the Financial Accounting Manual.

The financial statements have been prepared in accordance with
the Financial Accounting Manual. Differences exist between the
accounting principles and practices of the System and generally
accepted accounting principles (GAAP). The primary differences
are the presentation of all security holdings at amortized cost,
rather than at the fair value presentation requirements of GAAP,
and the accounting for matched sale-purchase transactions as

separate sales and purchases, rather than secured borrowings with
pledged collateral, as is required by GAAP. In addition, the Board
of Governors and the Reserve Banks have elected not to include
a Statement of Cash Flows, as the liquidity and cash position of
the Reserve Banks are not of primary concern to users of these
financial statements. Other information regarding the Reserve
Banks’ activities is provided in, or may be derived from, the
Statements of Condition, Income, and Changes in Capital. There-
fore, a Statement of Cash Flows would not provide any additional
useful information. There are no other significant differences
between the policies outlined in the Financial Accounting Manual
and GAAP.

The preparation of the financial statements in conformity with
the Financial Accounting Manual requires management to make
certain estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported
amounts of income and expenses during the reporting period.
Actual results could differ from those estimates. Unique accounts
and significant accounting policies are explained below.

(A) Gold Certificates

The Secretary of the Treasury is authorized to issue gold certifi-
cates to the Reserve Banks to monetize gold held by the U.S.
Treasury. Payment for the gold certificates by the Reserve Banks
is made by crediting equivalent amounts in dollars into the
account established for the U.S. Treasury. These gold certificates
held by the Reserve Banks are required to be backed by the gold
of the U.S. Treasury. The U.S. Treasury may reacquire the gold
certificates at any time, and the Reserve Banks must deliver them
to the U.S. Treasury. At such time, the U.S. Treasury’s account is
charged, and the Reserve Banks® gold certificate account is low-
ered. The value of gold for purposes of backing the gold certifi-
cates is set by law at $42% a fine troy ounce.

(B) Special Drawing Rights Certificates

Special drawing rights (SDRs) are issued by the International
Monetary Fund (Fund) to its members in proportion to each
member’s quota in the Fund at the time of issuance. SDRs serve
as a supplement to international monetary reserves and may be
transferred from one national monetary authority to another.
Under the law providing for U.S. participation in the SDR system,
the Secretary of the U.S. Treasury is authorized to issue SDR
certificates, somewhat like gold certificates, to the Reserve Banks.
At such time, equivalent amounts in dollars are credited to the
account established for the U.S. Treasury, and the Reserve Banks’
SDR certificate account is increased. The Reserve Banks are
required to purchase SDRs, at the direction of the U.S. Treasury,
for the purpose of financing SDR certificate acquisitions or for
financing exchange stabilization operations.

(C) Loans to Depository Institutions

The Depository Institutions Deregulation and Monetary Control
Act of 1980 provides that all depository institutions that maintain
reservable transaction accounts or nonpersonal time deposits, as
defined in Regulation D issued by the Board of Governors, have
borrowing privileges at the discretion of the Reserve Banks.
Borrowers execute certain lending agreements and deposit suffi-
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cient collateral before credit is extended. Loans are evaluated for
collectibility, and currently all are considered collectible and fully
collateralized. If any loans were deemed to be uncollectible, an
appropriate reserve would be established. Interest is recorded on
the accrual basis and is charged at the applicable discount rate
established at least every fourteen days by the boards of directors
of the Reserve Banks, subject to review by the Board of Gov-
ernors. However, Reserve Banks retain the option to impose a
surcharge above the basic rate in certain circumstances.

(D) US. Government and Federal Agency Securities and
Investments Denominated in Foreign Currencies

The FOMC has designated the FRBNY to execute open market
transactions on its behalf and to hold the resulting securities in the
portfolio known as the System Open Market Account (SOMA). In
addition to authorizing and directing operations in the domestic
securities market, the FOMC authorizes and directs the FRBNY
to execute operations in foreign markets for major currencies in
order to counter disorderly conditions in exchange markets or
other needs specified by the FOMC in carrying out the System’s
central bank responsibilities.

Purchases of securities under agreements to resell and matched
sale—purchase transactions are accounted for as separate sale and
purchase transactions. Purchases under agreements to resell are
transactions in which the FRBNY purchases a security and sells it
back at the rate specified at the commencement of the transaction.
Matched sale—purchase transactions are transactions in which the
FRBNY sells a security and buys it back at the rate specified at the
commencement of the transaction.

Reserve Banks are authorized by the FOMC to lend U.S.
government securities held in the SOMA to U.S. government
securities dealers and to banks participating in U.S. government
securities clearing arrangements in order to facilitate the effective
functioning of the domestic securities market. These securities-
lending transactions are fully collateralized by other U.S. govern-
ment securities. FOMC policy requires the lending Reserve Bank
to take possession of the collateral in amounts in excess of the
market values of the securities loaned. The market values of the
collateral and the securities loaned are monitored by the lending
Reserve Bank on a daily basis, with additional collateral obtained
as necessary. The securities loaned continue to be accounted for in
the SOMA.

Foreign exchange contracts are contractual agreements between
two parties to exchange specified currencies at a specified price
on a specified date. Spot foreign contracts normally settle two
days after the trade date, whereas the settlement date on forward
contracts is negotiated between the contracting parties but will
extend beyond two days from the trade date. The FRBNY gener-
ally enters into spot contracts, with any forward contracts gener-
ally limited to the second leg of a swap/warchousing transaction.

The FRBNY, on behalf of the Reserve Banks, maintains renew-
able, short-term F/X swap arrangements with authorized foreign
central banks. The parties agree to exchange their currencies up to
a pre-arranged maximum amount and for an agreed upon period
of time (up to twelve months), at an agreed upon interest rate.
These arrangements give the FOMC temporary access to foreign
currencies that it may need for intervention operations to support
the dollar and give the partner foreign central bank temporary
access to dollars it may need to support its own currency. Draw-
ings under the F/X swap arrangements can be initiated by either
the FRBNY or the partner foreign central bank, and must be

agreed to by the drawee. The F/X swaps are structured so that the
party initiating the transaction (the drawer) bears the exchange
rate risk upon maturity. The Bank will generally invest the for-
eign currency received under an F/X swap in interest-bearing
instruments.

Warehousing is an arrangement under which the FOMC agrees
to exchange, at the request of the Treasury, U.S. dollars for foreign
currencies held by the Treasury or ESF over a limited period
of time. The purpose of the warehousing facility is to supplement
the US. dollar resources of the Treasury and ESF for financ-
ing purchases of foreign currencies and related international
operations.

In connection with its foreign currency activities, the FRBNY,
on behalf of the Reserve Banks, may enter into contracts that
contain varying degrees of off-balance-sheet market risk because
they represent contractual commitments involving future settle-
ment and counter-party credit risk. The FRBNY controls credit
risk by obtaining credit approvals, establishing transaction limits,
and performing daily monitoring procedures.

While the application of current market prices to the securities
currently held in the SOMA portfolio and investments denomi-
nated in foreign currencies may result in values substantially
above or below their carrying values, these unrealized changes in
value would have no direct effect on the quantity of reserves
available to the banking system or on the prospects for future
Reserve Bank earnings or capital. Both the domestic and foreign
components of the SOMA portfolio from time to time involve
transactions that can result in gains or losses when holdings are
sold prior to maturity. However, decisions regarding the securities
and foreign currencies transactions, including their purchase and
sale, are motivated by monetary policy objectives rather than
profit. Accordingly, earnings and any gains or losses resulting
from the sale of such currencies and securities are incidental to the
open market operations and do not motivate its activities or policy
decisions.

U.S. government and federal agency securities and investments
denominated in foreign currencies comprising the SOMA are
recorded at cost, on a settlement-date basis, and adjusted for
amortization of premiums or accretion of discounts on a straight-
line basis. Interest income is accrued on a straight-line basis and is
reported as “Interest on U.S. government securities” or “Interest
on foreign currencies,” as appropriate. Income earned on securi-
ties lending transactions is reported as a component of “Other
income.” Gains and losses resulting from sales of securities are
determined by specific issues based on average cost. Gains and
losses on the sales of U.S. government and federal agency securi-
ties are reported as ‘“Government securities gains, net.” Foreign
currency denominated assets are revalued monthly at current
market exchange rates in order to report these assets in U.S.
dollars. Realized and unrealized gains and losses on investments
denominated in foreign currencies are reported as “Foreign cur-
rency (losses), net.” Foreign currencies held through F/X swaps,
when initiated by the counter party, and warchousing arrange-
ments are revalued monthly, with the unrealized gain or loss
reported as a component of “Other assets” or “Other liabilities.”
as appropriate.

(E) Bank Premises and Equipment

Bank premises and equipment are stated at cost less accumulated
depreciation. Depreciation is calculated on a straight-line basis
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over estimated useful lives of assets ranging from two to fifty
years. New assets, major alterations, renovations, and improve-
ments are capitalized at cost as additions to the asset accounts.
Maintenance, repairs, and minor replacements are charged to
operations in the year incurred.

(F) Federal Reserve Notes

Federal Reserve notes are the circulating currency of the United
States. These notes are issued through the various Federal Reserve
agents to the Reserve Banks upon deposit with such agents of
certain classes of collateral security, typically U.S. government
securities. These notes are identified as issued to a specific
Reserve Bank. The Federal Reserve Act provides that the collat-
eral security tendered by the Reserve Bank to the Federal Reserve
agent must be equal to the sum of the notes applied for by such
Reserve Bank. In accordance with the Federal Reserve Act, gold
certificates, special drawing rights certificates, U.S. government
and agency securities, loans allowed under section 13, and invest-
ments denominated in foreign currencies are pledged as collateral
for net Federal Reserve notes outstanding. The collateral value
is equal to the book value of the collateral tendered, with the
exception of securities, whose collateral value is equal to the par
value of the securities tendered. The Board of Governors may,
at any time, call upon a Reserve Bank for additional security to
adequately collateralize the Federal Reserve notes. To satisfy the
obligation to provide sufficient collateral for outstanding Federal
Reserve notes, the Reserve Banks have entered into an agreement
that provides that certain assets of the Reserve Banks are jointly
pledged as collateral for the Federal Reserve notes of all Reserve
Banks. In the event that this collateral is insufficient, the Federal
Reserve Act provides that Federal Reserve notes become a first
and paramount lien on all the assets of the Reserve Banks. Finally,
as obligations of the United States, Federal Reserve notes are
backed by the full faith and credit of the U.S. government.

The “Federal Reserve notes outstanding, net” account repre-
sents Federal Reserve notes reduced by cash held in the vaults of
the Reserve Banks of $92 billion and $100 billion at Decem-
ber 31, 1997 and 1996, respectively.

At December 31, 1997 and 1996, all gold certificates, all
special drawing rights certificates, and domestic securities with
par values of $437 billion and $406 billion, respectively, were
pledged as collateral. At December 31, 1997 and 1996, no loans
or investments denominated in foreign currencies were pledged as
collateral.

(G) Capital Paid-In

The Federal Reserve Act requires that each member bank sub-
scribe to the capital stock of the Reserve Bank in an amount equal
to 6 percent of the capital and surplus of the member bank. As a
member bank’s capital and surplus changes, its holdings of the
Reserve Bank’s stock must be adjusted. Member banks are those
state-chartered banks that apply and are approved for membership
in the System and all national banks. Currently, only one-half of
the subscription is paid-in and the remainder is subject to call.
These shares are nonvoting with a par value of $100. They may
not be transferred or hypothecated. By law, each member bank is
entitled to receive an annual dividend of 6 percent on the paid-in
capital stock. This cumulative dividend is paid semiannually. A

member bank is liable for Reserve Bank liabilities up to twice the
par value of stock subscribed by it.

(H) Surplus

The Board of Governors requires Reserve Banks to maintain a
surplus equal to the amount of capital paid-in as of December 31
of the prior year. This amount is intended to provide additional
capital and reduce the possibility that the Reserve Banks would be
required to call on member banks for additional capital. Reserve
Banks are required by the Board of Governors to transfer to the
U.S. Treasury excess earnings, after providing for the costs of
operations, payment of dividends, and reservation of an amount
necessary to equate surplus with capital paid-in. Prior to Octo-
ber 1, 1996, this payment represented payment of interest on
Federal Reserve notes outstanding.

The Omnibus Budget Reconciliation Act of 1993 (Public Law
103-66, Section 3002) codified the existing Board surplus policies
as statutory surplus transfers, rather than as payments of interest
on Federal Reserve notes, for federal government fiscal years
1998 and 1997 (which began on October 1, 1997 and 1996,
respectively). In addition, the legislation directed the Reserve
Banks to transfer to the U.S. Treasury additional surplus funds of
$107 million and $106 million during fiscal years 1998 and 1997
respectively. Reserve Banks are not permitted to replenish surplus
for these amounts during this time. These transfers were made on
October 1, 1997 and 1996, respectively, and are reported on the
Statement of Changes in Capital as “Statutory surplus transfer to
the U.S. Treasury.”

In the event of losses, payments to the U.S. Treasury are
suspended until such losses are recovered through subse-
quent earnings. Weekly payments to the US. Treasury vary
significantly.

(1) Cost of Unreimbursed Treasury Services

Reserve Banks are required by the Federal Reserve Act to serve as
fiscal agents and depositories of the United States. By statute, the
Department of the Treasury is permitted, but not required, to pay
for these services. The costs of providing fiscal agency and
depository services to the Treasury Department that have been
billed but will not be paid are reported as the “Cost of unreim-
bursed Treasury services.”

) Taxes

The Reserve Banks are exempt from federal, state, and local
taxes, except for taxes on real property, which are reported as a
component of “Occupancy expense.”

(4) U.S. GOVERNMENT AND FEDERAL AGENCY
SECURITIES

Securities bought outright and held under agreements to resell are
held in the SOMA at the FRBNY.

Total securities held in the SOMA at December 31 that were
bought outright were as follows (in millions):
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1997 1996
Par value
Federalagency .......................o il $ 685 $ 2225
U.S. government
Bills oo 197,123 190,646
Notes ............... 174,206 150,922
Bonds ............... 59,407 49,339
Total par value .. 431,421 393,132
Unamortized premivms ..............co.oiiivi.n... 6,197 4,677
Unaccreted discounts ... (3,617)  (3,548)
Total ......... $434,001 $394,261

The maturities of U.S. government and federal agency securi-
ties bought outright, which were held in the SOMA at Decem-
ber 31, 1997, were as follows (in millions):

Par value
uUs. Federal
Maturities of goverament agency
securities held securities  obligations Total

Within 15days ...............cooiail $ 12,959
16 days to 90 days $ 60 95,708
91 daysto 1 year ...... 37, 192 138,078
Over | yearto Syears .................. 95,028 153 95,181
OverSyearsto 10 years ................ 40,907 255 41,162
OverlOyears ..............oociii... 48,308 25 48,333
Total ..ot $430,736 $685 $431,421

Total securities held under agreements to resell at December 31
(in millions):

1997 1996

Par value
Federal agency .............cioiiniiiiiiiiiinnnn.. $ 2,652 $ 1,612
US. government ............ ... ... Ll 21,188 19,971
Total par value ............................ 23,840 21,583
Unamortized premiums .............. oo, 996 1,327
Unaccreted discounts ...........co i, (282) (296)
Total ....ooii $24.554 $22,614

The resell date for securities purchased under agreements to
resell does not exceed fifteen days after the purchase date.

At December 31, 1997 and 1996, matched sale—purchase trans-
actions involving U.S. government securities with par values of
$17 billion and $15 billion, respectively, were outstanding.
Matched sale-purchase transactions are generally overnight
arrangements.

At December 31, 1997 and 1996, U.S. government securities
with par values of $887 million and $489 million, respectively,
were loaned.

(5) INVESTMENTS DENOMINATED IN FOREIGN
CURRENCIES

The FRBNY, on behalf of the Reserve Banks, holds foreign
currency deposits with foreign central banks and the Bank for
International Settlements and invests in foreign government debt
instruments. Foreign government debt instruments held include
both securities bought outright and securities held under agree-
ments to resell. These investments are guaranteed as to principal
and interest by the foreign governments.

Total investments denominated in foreign currencies, valued
at current exchange rates at December 31, were as follows (in
millions):

1997 1996
German marks
Foreign currency deposits ........................... $ 8,271 $10,253
Government debt instruments, including
agreementstoresell ................ ... 3.215 2,777
Japanese yen
Foreign currency deposits ........................... 575 637
Government debt instruments, including
agreementstoresell ........... ... ... 4,902 5,515
Accrued interest ... e 86 87
Total ... $17.049 $19,269

In addition to the balances reported above, $3 million and
$5 million in unearned interest collected on certain foreign cur-
rency holdings were also reported as ‘“Investments denomi-
nated in foreign currencies” at December 31, 1997 and 1996,
respectively.

The maturities of investments denominated in foreign curren-
cies at December 31, 1997, were as follows (in millions):

Maturities of Investments Denominated in Foreign Currencies

Within [ year . ...
Over | yearto Syears ...............

QOver 5 years to 10 years
Over TOYears ... ...t e,

At December 31, 1997 and 1996, there were no open foreign
exchange contracts.

As of December 31, 1997 and 1996, there were no F/X swaps
outstanding.

At December 31, 1997 and 1996, the warehousing facility was
$20 billion, with nothing outstanding.

(6) BANK PREMISES AND EQUIPMENT

A summary of bank premises and equipment at December 31 is
as follows (in millions):

1997 1996
Bank premises and equipment

Land ... $ 194 $ 192
Buildings ... .. 934
Building machinery and equipment .. 242
Construction in progress ................... .. 195
Furniture and equipment .......... .. .c.oooiiiiiiaaa.. 1,258 1,230
2,868 2,793
Accumulated depreciation .......................... (1,087)  (1,036)
Bank premises and equipment, net ............... $1,781 $1,757

Depreciation expense was $194 million and $192 million for
the years ended December 31, 1997 and 1996, respectively.

Bank premises and equipment at December 31 include the
following amounts for leases that have been capitalized (in
millions):

1997 1996

Bank premises and equipment $95 $96
Accumulated depreciation ................... ... (81) (56)
Capitalized leases, net $14 340
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Certain of the Reserve Banks lease unused space to outside
tenants. Those leases have terms ranging from one to fourteen
years. Rental income from such leases was $17 million and
$16 million for the years ended December 31, 1997 and 1996,
respectively. Future minimum lease payments under agreements
in existence at December 31, 1997, were (in millions):

(7) COMMITMENTS AND CONTINGENCIES

At December 31, 1997, the Reserve Banks were obligated under
noncancelable leases for premises and equipment with terms
ranging from one year to approximately twenty-six years. These
leases provide for increased rentals based upon increases in real
estate taxes, operating costs, or selected price indices.

Rental expense under operating leases for certain operating
facilities, warehouses, and data processing and office equipment
(including taxes, insurance, and maintenance when included in
rent), net of sublease rentals, was $69 million and $68 million for
the years ended December 31, 1997 and 1996, respectively. Cer-
tain of the Reserve Banks’ leases have options 10 renew.

Future minimum rental payments under noncancelable operat-
ing leases, net of sublease rentals, with terms of one year or more,
at December 31, 1997, were (in millions):

$171

At December 31, 1997, the Reserve Banks had contractual
commitments through the year 2007 totaling $261 million for the
maintenance of currency processing machines, none of which has
been recognized. One Reserve Bank contracts for maintenance for
these machines on behalf of the System and allocates the costs,
annually, to each other Reserve Bank.

The Reserve Banks are involved in certain legal actions and
claims arising in the ordinary course of business. Although it is
difficult to predict the ultimate outcome of these actions, in
management’s opinion, based on discussions with counsel, the
aforementioned litigation and claims will be resolved without
matecial adverse effect on the financial position or results of
operations of the Reserve Banks.

(8) RETIREMENT AND THRIFT PLANS
Retirement Plans

The Reserve Banks currently offer two defined benefit retirement
plans to their employees, based on length of service and level of
compensation. Substantially all of the Reserve Banks’ employees
patticipate in the Retirement Plan for Employees of the Federal
Reserve System (System Plan) and the Benefit Equalization
Retirement Plans offered by each individual Reserve Bank
(BEPs).

The System Plan is a multi-employer plan. FRBNY acts as the
sponsor of this plan. The prepaid pension cost includes amounts
related to the participation of employees of the twelve Reserve
Banks, the Board of Governors, and the Plan Administrative
Office in the plan.

Contributions to the System Plan are actuarially determined and
fully funded by participating employers at amounts prescribed by
the Plan Administrator (with the exception of a mandatory contri-
bution of 7 percent of salary by certain employees of the Board of
Governors that participate in the plan). No separate accounting is
maintained of assets contributed by the participating employers. It
is the System’s policy to fund the pension liability as accrued. No
contributions to the System Plan were required under this policy
during 1997 or 1996.

The BEPs are unfunded plans that were established January 1,
1996. Net pension cost for the period is actuarially determined
and is based on the same economic and mortality assumptions
used for the System Plan. The Reserve Banks’ projected benefit
obligation and net pension costs for the BEPs at December 31,
1997 and 1996, and for the years then ended, are not material.

Following is a reconciliation between the funded status of
the System Plan and amounts recognized at December 31 (in
millions):

1997 1996
Accumulated benefit obligation
Vested ... $1,931 $1,758
Nonvested ... 90 85
Total ... $2,021 $1,843

Plan assets at fair value, primarily listed

stocks andbonds ........ ... $5,031 $4,153
Actuarial present value of projected benefit obligation .... (2,476)  (2,270)
Plan assets in excess of projected benefit obligation ....... 2,555 1,883
Less: Unrecognized net transition obligation 226

Unrecognized net gain ................. 884
Unrecognized prior service cost ................... (144)

Prepaid pensioncost .............. ...l $ 917

Prepaid pension cost is reported as a component of ‘“Other
assets.”

The assumptions used in developing the pension benefit obliga-
tion for the System Plan and BEPs are as follows:

1996
Discountrate ............coiiiiii 7.25%
Rate of compensation increase . 5.00%
Long-term rate of return on planassets ................... 9.00% 9.00%

The components of the net pension credit for the System Plan
for the years ended December 31 are shown below (in millions):

1997 1996

Service cost—benefits earned ................
Interest cost on projected benefit obligation
Actual return on plan assets ...............
Net amortization and deferral .............
Cost of special termination benefits ......................

Net pension {credit) .....................ooil

The net pension credit is reported as a component of ““Other
expense.”
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Thrift Plan

Employees of the Reserve Banks may also participate in the Thrift
Plan for Employees of the Federal Reserve System (Thrift Plan).
The Thrift Plan is a defined contribution plan. Under the Thrift
Plan, employees may contribute a percentage of their salaries up
to a maximum 20 percent limit. Matching contributions by the
Reserve Banks are based on a fixed percentage of each employ-
ee’s basic contribution. Currently, the Reserve Banks match
80 percent of the first 6 percent of salary contributed by the
employee. The Reserve Banks’ Thrift Plan contributions totaled
$41 million and $40 million for the years ended December 31,
1997 and 1996, respectively, and are reported as a component of
““Salaries and other benefits.”

(9) POSTRETIREMENT BENEFITS OTHER THAN PENSIONS
AND POSTEMPLOYMENT BENEFITS

Postretirement Benefits Other Than Pensions

In addition to the Reserve Banks’ defined benefit retirement plans,
employees who have met certain age and length of service require-
ments are eligible for both medical benefits and life insurance
coverage during retirement. The retiree medical plan is contribu-
tory and provides benefits to retirees, their covered dependents,
and beneficiaries. The life insurance plan is noncontributory and
covers retirees only.

The Reserve Banks fund benefits payable under the medical
and life insurance plans as due. Net postretirement benefit cost is
actuarially determined, using a January 1 measurement date. The
following is a reconciliation between the plan’s funded status and
the amounts recognized as of December 31 (in millions):

1997 1996

Accumulated postretirement benefit obligation
Retirees and covered spouses ...............ocieiiiiin,. $339 $303

Actives eligible to retire .. .. 41 53
Other actives and disableds ............................ 208 226
Total accumulated postretirement
benefit obligation .....................o L 588 582
Unrecognized net gain (1088) .........cooovieiiinneniin. (8) (23)
Unrecognized prior service cost ..................coo o 92 84
Accrued postretirement benefitcost ............... 3672 $643

Accrued postretirement benefit cost is reported as a component
of “Accrued benefit cost.”

The assumptions used in developing the postretirement benefit
obligation are as follows:

1997 1996
DISCOUNC FALE .. .. oottt ce e 7.25%
Rate of increase in health care costs—initial .... ... 9.50%
Rate of increase in health care costs—ultimate ............ 5.50%

The ultimate health care cost rate is expected to be achieved in
2005.

The following is a summary of the components of net periodic
postretirement cost for the years ended December 31 (in millions):

1997 1996

SEIVICE COSE ..ottt e i $16
Interest cost of accumulated benefit obligation . 40

Net amortization and deferral .......................... ... (5)
Net periodic postretirement oSt ...................... $50 $51

Net periodic postretirement cost is reported as a component of
*“Salaries and other benefits.”

Changing the assumed health care cost trend rates by 1 percent-
age point in each year would change the accumulated post-
retirement benefit obligation at December 31, 1997 and 1996, by
approximately $83 million and $118 million, respectively, and
would change the aggregate service and interest cost components
of net periodic postretirement benefit cost for the years ended
December 31, 1997 and 1996, by approximately $12 million and
$18 million respectively.

Postemployment Benefits

The Reserve Banks offer benefits to former or inactive employees.
Postemployment benefit costs are actuarially determined and
include the cost of medical and dental insurance, survivor income,
disability benefits, and those workers’ compensation expenses
self-insured by individual Reserve Banks. Costs were projected
using the same discount rate and health care trend rates as were
used for projecting postretirement costs. The accrued postemploy-
ment benefit costs recognized by the Reserve Banks at Decem-
ber 31, 1997 and 1996, were $76 million and $68 million respec-
tively. This cost is included as a component of “Accrued benefit
cost”” Net periodic postemployment benefit costs included in
1997 and 1996 operating expenses were $17 million in each
year.
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“State and local government” also includes municipalities,
special districts, and other political subdivisions.
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1.10 RESERVES, MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES

Percent annual rate of change, seasonally adjusted*

1997 1998 1997 1998°
Monetary or credit aggregate
Q2 Q3 Q4 Qlr Dec. Jan. Feb. Mar. Apr.
Reserves of depository institutions”
PTotal oo . -152 ~3.0 -2.7 1.9 9.3" -43 —20.1 85 -39
2 Required ... ~-15.9° ~37 -5.6° -1.8 7.9 -71 -14.0 145 -5.9
3 Nonborrowed. , -16.9" -4.7" -8 —.7 4.9 —-14 -16.3 9.0 -4.7
4 MOnEtary base® . .. ... ...oveieieee ittt 38 6.2 79 6.9 10.0° 6.7 35 4.1 2.1
Canceprs of money, liquid assets, and debt*
5 Ml —45 3 9 3.0 7.6 -2.7 3.1 51 —1.6
6 44 5.5 6.9 7.9 6.8 74 9.5 8.2 9.1
7 7.7 8.1 102 113 21" 10.8 8.9 14.3 10.0
8 L 84 7.1 9.7 13.7 12.7 136 12.6 16.7 n.a.
9 5.0 42 5.7 6.5 6.2 6.2 6.9 6.9 n.a.
10 79 74" 9.1" 9.7 6.5 11.1 11.8 9.3 12.8
11 18.9 16.9 20.8 21.9 283 20.9 6.9 325 12.7
Time and savings deposits
Commercial banks
12 Savmgs mcludmg MMDAs. ... 1.0 926 16.3 13.6 13.6 14.6 13.2 12.1 25.9
13 Small time’ .. . 56 7.1 3.1 7 1.0 .0 -2 —-6 -2
14 Largetime™ ........ .. ... 24.1 17.2 14.1" 21.7 20.2" 8.7 31.0 405 -10.9
Thrift institutions
15 Savings, mcludmg MMDAS. ... 6.0 1.0 1.4 7.6 5.4 6.4 13.6 1.6 10.6
16  Small time’ . -29 =52 -35 -9 .0 4.2 ~2.8 —5.6 - 109
17 Large time 43 98 53 14.1 114 31.0 2.7 —6.8 13.8
Money market mutual funds
18 Retail ... ... i 135 6.3 16.0° 19.6 5.0° 233 28.7 216 18.0
19 Institution-only . ... ... s 18.0 19.7 22.0 18.9 34.5 14.7 123 225 51.7
Repurchase agreements and Eurodollars
20 Repurchase agreements =~ . ... ......ovvrriinurinoieanineen oy 6.8 13.4 383 32.4 93 53.2 —26.4 87.6 —4.2
21 Ewrodollars'®. . ... o 322 18.6 234 17.8 81.0 216 -30.6 -338 232
Debt components*
22 Federal. ... ... ... 4 -6 9 5 2.2 0 -8 1.8 n.a.
23 Nonfederal ......... .. .. . i i 6.6 59 7.3° 8.5 7.6 8.3 95 8.5 n.a.

1. Unless otherwise noted, rates of change are calculated from average amounts outstand-
ing during preceding month or quarter.

2. Figures incorporate adjustments for discontinuities, or “breaks,”
regulatory changes in reserve requirements. (See also table 1.20.)

3. The seasonally adjusted, break-adjusted monetary base consists of (1) seasonally
adjusted, break-adjusted total reserves (line 1), plus (2) the seasonally adjusted currency
component of the money stock, plus (3) (for all quarterly reporters on the “Report of
Transaction Accounts, Other Deposits and Vault Cash™ and for all weekly reporters whose
vault cash exceeds their required reserves) the seasonally adjusted, break-adjusted difference
between current vault cash and the amount applied to satisfy current reserve requirements.

4. Composition of the money stock measures and debt is as follows:

MI: (1) currency outside the U.S. Treasury, Federal Reserve Banks, and the vaults of
depository institutions, (2) travelers checks of nonbank issuers, (3) demand deposits at ait
commercial banks other than those owed to depository institutions, the U.S. government, and
foreign banks and official institutions, less cash items in the process of collection and Federal
Reserve float, and (4) other checkable deposits (OCDs), consisting of negotiable order of
withdrawal (NOW) and automatic transfer service (ATS) accounts at depository institutions,
credit union share draft accounts, and demand deposits at thrift institutions. Seasonally
adjusted M1 is computed by summing currency, travelers checks, demand deposits, and
OCDs, each seasonally adjusted separately.

M2: M1 plus (1) savings (including MMDAS), (2) smal)-denomination time deposits (time
deposits—including retail RPs-—in amounts of less than $100,000), and (3) balances in retail
money market mutual funds (money funds with minimum initial investments of less than
$50,000). Excludes individual retirement accounts (IRAs) and Keogh balances at depository
institutions and money market funds. Seasonally adjusted M2 is calculated by summing
savings deposits, small-denomination time deposits, and retail money fund balances, each
seasonally adjusted separately, and adding this result to seasonally adjusted M1.

M3: M2 plus (1) large-denomination time deposits (in amounts of $100,000 or more), (2)
balances in institutional money funds (money funds with minimem imtial investments of
$50,000 or more), (3) RP liabilities (overnight and term) issued by all depository institutions,
and (4) Eurodollars (overnight and term) held by U.S. residents at foreign branches of U.S.
banks worldwide and at all banking offices in the United Kingdom and Canada. Excludes

associated with

amounts held by depository institutions, the U.S. government, money market funds, and
forelgn banks and official institutions. Seasonally adjusted M3 is calculated b; large
time deposits, institutional money fund balances, RP labilities, and Eurodollars, each
seasonally adjusted separately, and adding this result to seasonally adjusted M2.

L: M3 plus the nonbank public holdings of U.S, savings bonds, short-term Treasury
securities, commercial paper, and bankers acceptances, net of money market fund holdings of
these assets. Seasonally adjusted L is computed by summing U.S. savings bonds, short-term
Treasury securities, 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 nonfinancial
sectors—the federal sector (US. government, not including government-sponsored enter-
prises or federally related mortgage pools) and the nonfederal sectors (state and local
governments, households and nonprofit organizations, nonfinancial corporate and nonfarm
noncorporate businesses, and farms). Nonfederal debt consists of mortgages, tax-exempt and
corporate bonds, consumer credit, bank loans, commercial paper, and other loans. The data,
which are derived from the Federal Reserve Board’s flow of funds accounts, arc break-
adjusted (that is, discontinuities in the data have been smoothed into the series) and
month-averaged (that is, the data have been derived by averaging adjacent month-end levels).

5. Sum of (1) savings deposits (including MMDAs), (2) small time deposits, and (3) retail
money fund balances, each seasonally adjusted separately.

6. Sum of (1) large time deposits, (2) institutional money fund balances, (3) RP liabilities
(overnight and term) issued by depository institutions, and (4) Eurodollars (overnight and
term) of U.S. addressees, each seasonally adjusted separately.

7. Small time deposits—including retail RPs—are those issued in amounts of less than
$100,000. All JRA and Keogh account balances at commercial banks and thrift institutions
are subtracted from small time deposits.

8. Large time deposits are those issued in amounts of $100,000 or more, excluding those
booked at international banking facilities.

9. Large time deposits at commercial banks less those held by money market funds,
depository institutions, the U.S. government, and foreign banks and official institutions.

10. Includes both overnight and term.
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1.11 RESERVES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT'

Millions of dollars

d/;;lli'r?igge u?efs Average of daily figures for week ending on date indicated
Factor 1998 1998
Feb. Mar. Apr. Mar. 18 Mar. 25 Apr. 1 Apr. 8 Apr. 15 Apr. 22 Apr. 29
SUPPLYING RESERVE FUNDS
1 Reserve Baak credit outstanding ............... 463,965 467,483 474,691 468,358 466,500 468.254 467,595 471,693 476,123 481,399
U.S. government securities®
2 Bought outright—System account®. ......... 427,988 431,767 437,525 432,541 432,887 433,099 433,534 436,436 440,602 439,580
3 Held under repurchase agreements ........ 2,720 2313 3,566 2,216 1,113 2,185 868 1,899 2,338 7.459
Federal agency obligations
4 Bought outright .. ...................... 678 641 584 625 625 625 625 586 565 559
5 Held under repurchase agreements .. 573 1,245 667 1,478 174 425 421 787 687 536
6 ACCEPIANCES ... ...l 0 0 0 0 0 4] 0 0 0 0
Loans to depository institutions
7 Adjustment credit .. ... .. ... ... 51 6 44 2 19 2 139 14 14 15
8 Seasonal credit. .. ...... e 1 22 40 20 26 29 30 31 43 53
9 Extended credit . 0 0 0 0 0 ¢ (] 0 0 0
10 Float .................. 440 464 449 532 455 283 866 316 308 403
11 Other Federal Reserve assets 31,505 31,026 31.817 30,945 31,201 31,606 31,112 31,623 31,566 32,795
12 Goldstock ..............oiiiiii 11,047 11,049 11,049 11,049 11,049 11,049 11,049 11.048 11,049 11,049
13 Special drawing rights certificate account . .. A 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200
14 Treasury currency outstanding ...... .......... 25,703 25,761 25,823 25,760 25,774 25,788 25,802 25816 25,830 25,844
ABSORBING RESERVE FUNDS
15 Currency in circulation  ..... .......... .| 471,833 473,771 476,390 474,061 473,754 473,863 475,592 477,195 476,953 475,910
16 Treasury cash holdings . ..................... 227 254 273 256 260 264 261 276 277 277
Deposits, other than reserve balances, with
Federal Reserve Banks
17 Treasury . .....oiiviiiiin ciii 4,969 5,455 9,708 6,294 5.181 5,033 5,044 6,218 7,894 17,944
18 Foreign .............. ...l N 178 174 177 176 164 179 170 183 185 173
19 Service-related balances and adjustments .. 7,063 6,993 6,800 6,976 7,003 6,845 6,906 6,633 6,859 6.803
20 Other ....... ... 395 369 375 372 357 363 408 383 349 366
21 Other Federal Reserve liabilities and capital 16.114 16,176 16,177 16,178 16,089 15,894 15,863 16,223 16,328 16.304
22 Reserve balances with Federal Reserve Banks® .. 9,135 10,303" 10,862 10,055 9,716 11.850 9,402 10,645 13,356 9.715
|
End-of-month figures Wednesday figures
Feb. Mar. Apr. Mar. 18 Mar. 25 Apr. 1 Apr. 8 Apr. I5 Apr. 22 Apr. 29
SUPPLYING RESERVE FUNDS
1 Reserve Bank credit outstandzing ............... 465,614 475,593 493,052 469,283 472,764 469,995 471,764 476,995 487,623 506,805
U.S. government securities
2 Bought outright—System account® ........| 428619 433,182 441,322 432,708 434,119 433,361 434,497 440.277 441,824 442,406
3 Held under repurchase agreements ..... ... 3,645 6,846 15.731 3,001 5,733 3,297 2025 3,095 10,225 26,047
Federal agency obligations
4 Bought outright ......... .. .......... . 675 625 551 625 625 625 625 565 565 551
5 Held under repurchase agreements .. 2,107 1,450 1,955 1,220 1.045 1,028 983 1,958 2,617 1,808
6 ACCEPLANCES .. .. ...vnncnre ittt ] (] 0 0 0 0 0 0 0 0
Loans to depository institutions
7 Adjustment credit ............. ..o 0 2 25 2 8 0 939 2 96 4
8 Seasonal credit .. - 12 27 61 23 30 27 30 37 47 56
9 Extended credi . . 0 0 0 0 0 0 0 0 0 0
10 Float .. ... .............. . -202 1,502" —467 539 ~532 687 1,213 -296 —344 656
11 Other Federa] Reserve assets ...... ......... 30,757 31,959 33,874 31,165 31735 30,969 31452 31.358 32,594 35,278
11,050 11.049 11,048 11,049 11,049 11,049 11049 11,048 11,049 11,048
9,200 9.200 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200
25,732 25,788 25,858 25,760 25,774 25,788 25,802 25,816 25,830 25,844
ABSORRBING RESERVE FUNDS
15 Currency in circulation 475.091 476,806 474,719 474,518 475,338 477.247 478,416 477,306 477,038
16 Treasury cash holdings 265 275 259 265 259 276 277 278 275
Deposits, other than reserve balances, with
Federal Reserve Banks
17 Treasury ...l 5,037 5,490 28014 5.745 4,819 3,534 4,382 9.457 12,950 41.801
18 Foreigh ..........oo0 i i 243 167 162 156 159 186 162 163 162 199
19 Service-related balances and adjustments .. 6,990 6.845" 6,751 6,976 7,003 6,845 6,906 6,633 6,859 6,801
20 Other ... ..ottt 349 354 360 357 364 153 398 344 350 343
21 Other Federal Reserve liabilities and capital .. 16,256 15,708 16,894 15.879 15,914 15,394 15,983 16,107 16,156 16.135
22 Reserve balances with Federal Reserve Banks® . . . 10,449 17,709" 9,896 11.203 15,745 14,123 12,459 11,662 19,641 10,304
1. Amounts of cash held as reserves are shown in table 1.12, line 2. 3. Includes compensation that adjusts for the effects of inflation on the principal of
2. Includes securities loaned—fully guaranteed by U.S. government securities pledged inflation-indexed securities.
with Federal Reserve Banks—and excludes securities sold and scheduled to be bought back 4. Excludes required clearing balances and adjustments 10 compensate for fioat.

under matched sale—purchase transactions
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1.12 RESERVES AND BORROWINGS Depository Institutions'
Millions of dollars

Prorated monthly averages of biweekly averages
Reserve classification 1995 1996 1997 1997 1998
Dec Dec Dec. Oct. Nov. Dec Jan. Feb. Mar.f Apr.
1 Reserve balances with Reserve Banks®. .. .......... 20,440 13,395 10,673 9,990 10,559 10,673 9,733 5,394 10,140 11,055
2 Total vault cash”. ... .............. 42,281° 44,5257 44,707 42,2117 42,851" 44,707" 47,336" 43,167 41,598 41,216
3 Applied vault cash? . 37,460 37,848 37,206 35,631 35,892 37,206 37,762 35,580 35,370 35,359
4 Surplus vault cash’. . 4,821" 6,678" 7.500" 6.581" 6,959" 7,500° 9,574" 7,587" 6,228 5,857
5 Total reserves” ... .. . 57,900 51.243 47,880 45621 46,451 47,880 47,495 44,974 45,509 46414
6 Required reserves.................... ., 56,622 49,819 46,196 44,225 44,834 46,196 45,714 43,450 44,193 45,025
7 Excess reserve balances at Reserve Banks’ . 1,278 1,424 1,683 1,396 1.617 1,683 1,780 1,524 1,316 1,388
8 Total borrowings at Reserve Banks® 257 155 324 270 153 324 210 58 41 72
9  Seasonal borrowmgs ........... . .. 40 68 79 227 115 79 18 12 22 41
10 Extended credi€®. .. ........................ . 0 0 0 0 0 0 0 0 0 0
Biweekly averages of daily figures for two week periods ending on dates indicated
1997 1998

Dec. 31 Jan. 14 Jan. 28 Feb. 11 Feb. 25 Mar. 11 Mar. 25 Apr. 8" Apr. 22 May 6

1 Reserve balances with Reserve Baoks®. ............ 11,595 11,500 8,176 8.750 9,726 10,210 9,878 10,623 11,991 9,850
2 Total vavlt cash®.. ... ........... .. 44,795 45,695 49,444 45,165" 41,804 42,202" 41,199" 41,420 40,815 41,715
3 Applied vault cash® 37,692 37,976 37,827 36,462 34,892 35,555 35,154 35,534 35,184 35,489
4 Surplus vault cashs 7,103° 7,719 11,617 8,703" 6,912° 6,647 6,046 5,886 5,631 6,226
5 Total reserves 49,286 49,476 46,003 45,212 44,618 45,765 45,031 46,157 47.175 45.339
6 Required reserves. .. .................. 47,403 47,659 44,213 43,648 43,132 44,209 43,893 44,865 45,674 44,052
7 Excess reserve balances at Reserve Banks’ . 1,883 1,817 1,790 1,563 1,485 1,556 1,138 1,291 1,501 1,287
8 Total borrowings at Reserve Banks®.. ... . ... 454 209 242 67 59 19 34 101 51 81
9  Seasonal bon'owmgs ........... .. 71 22 16 9 13 17 23 30 37 61
10 Extended credit’. .. .. ... .ociiiiii e 0 0 0 0 0 0 0 0 o 0

I. Data in this table also appear in the Board’s H.3 (502) weekly statistical release. For
ordening address, see inside front cover. Data are not break-adjusted or seasonally adjusted.

2. Excludes required clearing balances and adjustments to compensate for float and
includes other off-balance-sheet “as-of”" adjustments.

3. Total “lagged” vault cash held by depository institutions subject to reserve
requirements. Dates refer to the maintenance periods during which the vault cash may be used
to satisfy reserve req The period for weekly reporters ends sixteen
days after the lagged computation period during which the vault cash is held. Before Nov. 25,
1992, the maintenance period ended thirty days after the lagged computation period.

4. All vault cash held during the lagged computation period by “bound” institutions (that
is, those whose required reserves exceed their vault cash) plus the amount of vault cash
applied during the maj period by d’ institutions (that 1s, those whose vault
cash exceeds their required reserves) to satisfy current reserve requirements.

5. Total vault cash (line 2) less applied vault cash (line 3).

6. Reserve balances with Federal Reserve Banks (line 1) plus applied vaull cash
(line 3).

7. Total reserves (line 5) less required reserves (line 6).

8. Also includes adjustment credit.

9. Consists of borrowing at the discount window undcr the terms and conditions estab-
lished for the extended credit program to help d i deal with d
liquidity pressures. Because there is not the same need to repay such borrowing promptly as
with traditional short-term adjustment credit, the money market effect of extended credit is
similar to that of nonborrowed reserves.




1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per year

Policy Instruments A7

Current and previous levels

Adjustment credit! Seasonal credit® Extended credit’
Federal Reserve T
Bank On On On
6/15/98 Effective date Previous rate 6/15/98 Effective date Previous rate 6/15/98 Effective date Previous rate
Boston . ..... ... 5.00 2/1/96 5.25 555 6/4/98 555 6.05 6/3/98 6.05
New York. 1/31/96
Philadelphia 1/31/96
Cleveland . 1/31/96
Richmond. 2/1/96
Atlanta . ... .. 1/31/96
Chicago 2/1/96
St. Louis 2/5/96
i 1/31/96
2/1/96
1/31/96
San Francisco. ... 5.00 1/31/96 5.25 555 6/4/98 5.55 6.05 6/4/98 6.05
Range of rates for adjustment credit in recent years4
‘ \
Range (or | FR. Bank Range (or | ER. Bank Range (or | ER. Bank
Effective date level) —AlL of Effective date level)—All of Effective date level)—All of
ER. Banks N.Y. F.R. Banks N.Y. FR. Banks NY
Ineffect Dec. 31. 1977 ... .. .. 6 6 1981—Nov. 2 ..... ... ... 13-14 13 1988—Aug. 9 6-6.5 6.5
13 13 11 6.5 6.5
1978—Jan 6-6.5 6.5 Dec. 12 12
6.5 6.5 1989—Feb. 24 ............ ... 6.5-7 7
May 6.5-7 7 1982—July 11.5-12 11.5 27 . 7 7
7 7 2. 11.5 115
July 7-7.25 7.25 Aug. 11-11.5 11 1990—Dec. 19 ............... 6.5 6.5
7.25 7.25 11 11
Aug. 2 7.75 7.75 10.5 10.5 1991—Feb. 1 6-6.5 6
Sept. 8 8 10-10.5 10 . 6 6
Oct. R85 8.5 10 10 5.5-6 S5
85 8.5 Oct 9.5-10 9.5 5.5 58
Nov 8.5-9.5 9.5 9.5 9.5 5-5.5 S
95 95 Now. 9-95 9 5 §
9 9 4.5-5 45
1979—lJuly 10 10 Dec 8.5-9 9 45 4.5
Aug. 10-10.5 10.5 8.5-9 8.5 3545 38
10.5 10.5 8.5 8.5 35 35
Sept. 10.5-11 11
2 11 11 8.5-9 9 1992—July 3-35 3
Oct. 1-12 12 9 9 3 3
12 12 8.5-9 85
85 8.5 1994—May 3-35 35
1980—Feb. 12-13 13 8 8 1 35 35
| 13 i3 Aug. 35-4 4
May 12-13 13 1985——May 75-8 7.5 4 4
2 12 2 75 75 Nov. 4475 475
June =12 11 4.75 475
11 11 1986——Mar. 7 .............. 7-7.5 7
July 10-11 10 7 7 1995—Feb. | 4.75-5.25 525
10 10 Apr. 6.5-7 6.5 9. 525 5.25
Sept. 11 Il 6.5 6.5
Nov. 12 12 July 6 6 1996—Jan. 31 ........ ..., 5.00-5.25 S.00
Dec. 12-13 13 Aug, 5.5-6 5.5 Feb. 5.......... B 5.00 5.00
13 13 5.5 55
1981—May 13-14 14 In effect June 15. 1998 ....... 5.00 5.00
14 14 1987-—Sept. 4 ........ 5.5-6 6
|3 I 6 6
|

1. Available on a short-term basis to help depository institutions meet temporary needs for
funds that cannot be met through reasonable alternative sources. The highest rate established
for loans to depository institutions may be charged on adjustment credit loans of unusual size
that result from a major operating problem at the borrower’s facility.

2. Available to help relatively small depository institutions mee1 regular seasonal needs for
funds that arise from a clear pattern of intrayearly movements 1n their deposits and loans and
that cannot be met through special industry ienders. The discount rate on seasonal credit takes
into account rates charged by market sources of funds and ordinarily 15 reestablished on the
first business day of each two-week reserve maintenance period; however, it is never less than
the discount rate applicable to adjustment credit.

3. May be made available to depository institutions when similar assistance is not
reasonably available from other sources, including special industry lenders. Such credit may
be provided when exceptional circumstances (including sustained deposit drains, impaired
access to money market funds, or sudden deterioration in loan repayment performance) or
practices involve only a particular institution. or to meet the needs of institutions experiencing
difficulties adjusting to changing market conditions over a longer pened (particularly at times
of deposi disintermediation). The discount rate applicable to adjustment credit ordinarily is
charged on extended-credit ioans outstanding less than thirty days. however, at the discretion

of the Federal Reserve Bavk, this time period may be shertened. Beyond this initial period, a
flexible rate somewhat above rates charged on market sources of funds is charged. The rate
ordinarily is reestablished on the first business day of each two-week reserve maintenance
period, but it is never less than the discount rate applicable 10 adjustment credit plus 50 basis
points.

4. For earlier data, see the following publications of the Board of Governors: Banking and
Monetary Statistics. 1914-1941, and 1941-1970. and the Annual Statistical Digest. 1970
1979,

In 1980 and 1981, the Federal Reserve applied a surcharge to short-term adjustment-credit
borrowings by institutions with deposits of $500 million or more that had borrowed in
successive weeks or in more than four weeks in a calendar quarter. A 3 percent surcharge was
in effect from Mar. 17, 1980, through May 7, 1980. A surcharge of 2 percent was reimposed
on Nov. 17. 1980: the surcharge was subsequently raised to 3 percent on Dec. 5, 1980, and to
4 percent on May 5, 1981. The surcharge was reduced to 3 percent effective Sept. 22, 1981,
and to 2 percent effective Oct. 12, 1981. As of Oct. 1, 1981, the formula for applying the
surcharge was changed from a calendar quarter to a moving thirteen-week penod. The
surcharge was eliminated on Nov, 17, 1981.
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1.15 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS'

Requirement

Type of deposit
Percentage of -
deposits Effective date
Nef transaction accounts”
180 million-$47.8 MillION® .. ... 3 1/1/98
2 More than $47.8 million® . . 10 1/1/98
3 Nompersonal tme ePOSIS®. . .. . oot ii i e e e e e [\ 12/27/90
4 Eurocurrency labilities®. oL 0 12/27/90

1. Required reserves must be held in the form of deposits with Federal Reserve Banks
or vault cash. Nonmember institutions may maintain reserve balances with a Federal
Reserve Bank indirectly, on a pass-through basis, with certain approved institutions. For
previous reserve requirements, see earlier editions of the Annual Report or the Federal
Reserve Bulletin. Under the Monetary Control Act of 1980, depository institutions
include commercial banks, mutual savings banks, savings and loan associations, credit
unions, agencies and branches of foreign banks, and Edge Act corporations.

2. Transaction accounts include all deposits against which the account holder is permitted
to make withdrawals by negotiable or transferable instruments, payment orders of with-
drawal, or telephone or preauthorized transfers for the purpose of making payments to third
persons or others. However. accounts subject to the rules that permit no more than six
preauthorized, automatic. or other transfers per month (of which no more than three may be
by check, draft, debit card, or similar order payable directly to third parties) are savings
deposits, not transaction accounts.

3. The Monetary Control Act of 1980 requires that the amount of transaction accounts
against which the 3 percent reserve requirement applies be modified annually by 80 percent of
the percentage change in transaction accounts held by all depository institutions, determined
as of June 30 of each year. Effective with the reserve maintenance pertod beginning January 1,
1998, for depository mstitutions that report weekly, and with the period beginning January 15,
1998, for institutions that report quarterly, the amount was decreased from $49.3 million to
$47.8 million.

Under the Garn-St Germain Depository Institutions Act of 1982, the Board adjusts the
amount of reservable liabilities subject to a zero percent reserve requirement each year for the

succeeding calendar year by 80 percent of the percentage increase in the total reservable
liabilities of all depository wstitutions, measured on an annual basis as of June 30. No
corresponding adjustment s made in the event of a decrease. The exemgtion applies only to
accounts that would be subject to a 3 percent reserve requirement. Effective with the reserve
maintenance period beginming January 1, 1998, for depository institutions that report weekly,
and with the period beginning January 15, 1998, for institutions that report quarterly, the
exemption was raised from $4.4 million to $4.7 million.

4. The reserve requirement was reduced from 12 percent to 10 percent on
Apr. 2, 1992, for institutions that report weekly, and on Apr. 16, 1992, for institutions that
report quarterly.

5. For institutions that report weekly, the reserve requirement on nonpersonal time deposits
with an original maturity of Jess than 14 years was reduced from 3 percent to 14 percent for
the maintenance period that began Dec. 13, 1990, and to zero for the maintenance period that
began Dec. 27, 1990. For institutions that report quarterly, the reserve requirement on
nonpersonal time deposits with an original matunity of less than 14 years was reduced from 3
percent to zero on Jan. 17, 1991.

The reserve requirement on nonpersonal time deposits with an onginal maturity of 112
years or more has been zero since Oct. 6, 1983.

6. The reserve requirement on Eurocurrency liabihties was reduced from 3 percent to zero
in the same manner and on the same dates as the reserve requirement on nonpersonal me
deposits with an original maturity of Jess than 1% years (see note S).
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS'

Millions of dotlars

1997 1998
Type of transaction
and maturity 1995 1996 1997
Sept. Oct. Nov. Dec. Jan. Feb. Mar.
U.S. TREASURY SECURITIES?
Qutrighi transactions (excluding matched
transactions)
Treasury bills
I Grosspurchases........... . ... vvieiann 10932 9,901 9,147 Q 0 0 4,545 0 [ 0
2 Gross sales. . . e e Y 0 Q 0 0 0 0 0 0 0
3  Exchanges ............ S 405.296 426,928 419,347 28,328 39,313 33.485 26,905 41,731 29,290 28,180
4 For new bils . . 405,296 426,928 418,997 28,328 39,313 33,485 26,905 41,731 29,290 28,180
5 Redemptions ................ ... ... 900 0 0 0 0 0 0 2,000 0 0
Others within one year
6  Grosspurchases. ............... ... .c.oinns 390 524 5,748 644 4] 1,462 1,947 0 0 0
7  Gross sales. . ... 0 0 0 0 0 0 0 0 0 0
8  Maturity shifts . . 43,574 30,512 43,473 1,596 3,193 5.231 1,748 3,447 6,098 1,964
9  Exchanges .. ... . ~35,407 -41.394 | —27,499 —2.382 ~1,267 —-4,126 -2,32% —400 —-6,128 —5.736
10 Redemptions ................................ 1,776 2,015 1,996 0 416 0 0 478 0 0
One to five years
It Gross purchases. ................coiiioni.n. 5,366 3,898 20,299 2,697 [} 3,323 4,471 Q 0 3,763
12 Gross sales . 0 0 0 0 0 0 0 0 0 0
13 Maturity shifts . . . S| —34646 | -25022 —39,744 -1,596 —3,193 —4,883 -1,748 —3.447 -3213 —1.964
14 Exchanges . 26.387 31,459 20,274 2,382 1,267 1,651 2.329 0 3,383 5,736

Five to ten years
15 Grosspurchases. .................ooviinnen.. 1,432 1,116 3,101 o} 710 485 613 0 Q 283
. e 0 0 0 0 0 0 0

16 Gross sales. . ... 0 0 0

17 Maturity shifts . . . . .. —3,093 —5,469 ~1,954 0 0 31 0 0 —2.884 0

18 EXChanges ............o...ooioriiiiieinn.. 7,220 6.666 5215 0 0 1,295 0 400 1,420 0
More than ten years

19 Grosspurchases... .............. .. ......... 2,529 1.655 5,827 0 648 954 1,214 0 0 743

20 Grosssales ............. .. .. 0 0 0 0 Q 0 0 0 0 0

21 Maturity shifts .o -2253 -20 -1,775 0 ¢ -379 0 0 0 0

22 Exchanges ............... ... 1,800 3270 2,360 0 0 1,180 0 0 1,325 0
All maturities

23 Gross purchases ..................coiiiiio..n 20,649 17,094 44,122 3,341 1,418 6,224 12,790 0 0 4,789

24 Gross sales e 0 0 0 0 0 0 0 0 0 0

25  Redemptions 2,676 2,015 1,996 0 416 0 0 2,478 0 0
Matched transactions

26 Gross purchases. .................... oiiiinns 2,197,736 | 3,092,399 | 3,586,584 | 311.153 316,425 272,474 353,726 332,581 326812 364,307

27 Grosssales  .......... .. oo 2,202,030 | 3,094,769 | 3,588,905 | 312,083 318,485 269.586 355,668 332,795 326,245 364,537

Repurchase agreements
28 Gross purchases 331,694 457.568 810.485 77,109 75,323 73,618 97,932 45,544" 33,428 40,211
29 Grosssales ...........c.ooiiiiii it 328.497 450,359 809,268 74,960 78,157 73,064 87,160 65,932 30,583 37,010

30 Net change in U.S. Treasury securities. . .. .......... 16,875 19919 41,022 4,560 —3,893 9,666 21,620 —23.079° 3,412 7,760
FEDERAL AGENCY OBLIGATIONS

Qutright transactions

31 Gross purchases . ..................... .. S 0 0 0 0 0 0 0 0 0 0
32 Gross sales . .. 4] 0 0 0 0 0 0 0 [ 0
33 Redemptions 1.003 409 1,540 105 215 26 0 0 10 50

Repurchase agreements

34 Gross purchases 36851 75,354 160,409 9,796 15,639 23,054 20,056 12,4887 9,615 17,685

35 Gross sales .. .. 36.776 74,842 159,369 11,196 15,157 20,976 21,186 13,872° 8,776 18,342

36 Net change in federal agency obligations ........... -928 103 —500 —1,505 267 2,052 —1,130 —1,384" 829 ~707

37 Total net change in System Open Market Account . . . 15,948 20,021 40,522 3,055 -3,626 11,718 20,490 | —24,463" 4241 7,083
1. Sales, redemptions, and negative figures reduce holdings of the System Open Market 2. Transactions exclude changes in compensation far the effects of inflation on the principal

Account; all other figures increase such holdings. of inflation-indexed securities.
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements’

Millions of dollars

Wednesday End of month
Account 1998 1998
Apr. 1 Apr. 8 Apr. 15 Apr. 22 Apr. 29 Feb. 28 Mar. 31 Apr. 30
Consolidated condition statement
ASSETS
1 Gold certificate account. . .. .........t caeiiiii 11,049 11,049 11,048 11,049 11,048 11,050 11,049 11,048
2 Special drawing rights certificate account . . .. 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200
B3 C0I .t s 520 510 483 472 457 588 527 463
Loans
4 28 969 39 143 60 13 29 86
5 0] 0 [ 0 0 0 0 0
6 ] 0 0 0 0 0 0 0
Federal agency obligations
7 Bought outright ........... ... ... o 625 625 565 565 551 675 625 551
8 Held under repurchase agreements. ...................... 1,028 983 1,958 2,617 1.808 2,107 1,450 1,955
9 Total U.S. Treasury securities. . ........................ 436,658 436,522 443,372 452,049 468,453 432,264 440,028 457,053
10 Bought outright? . ... .. . 0o e 433,361 434,497 440,277 441,824 442,406 428,619 433,182 441,322
Il Bills........ N 195,437 195,203 199.660 199,325 199.906 195,488 195.258 198,823
12 Notes .. 176,436 177,806 178,704 180,585 180,586 172,400 176,436 180,586
13 Bonds...............cooiiinn .. 61,488 61,488 61913 61,913 61,913 60,732 61,488 61,913
14 Held under repurchase agreements ...................... 3,297 2,025 3.095 10,225 26,047 3,645 6,846 15,731
15 Total loans and securities . . .......... ......... ...... 438,339 439,099 445,934 455,373 470,371 435,058 442,131 459,645
16 Items in process of collection. ....................o.oot. 8,015 8,483 7,629 7,322 7,743 4.488 9,691 4,997
17 Bank premises . ..........ouiiinniiiraiaiie 1,280 1,283 1,283 1,285 1,284 1,275 1,279 1,284
Other assets
18 Denominated in foreign CUMTENCIEs® - . v eee e 16,712 16,720 16,728 16,736 16,744 17,203 16,711 17,132
19 Allother® . ... o 12,926 13,434 13,327 14,573 17,243 12,327 13,930 15,417
20 Total @assets . ............ooiuinriiaraiaia 498,041 499,778 505,633 516,008 534,50 491,188 504,519 519,187
LIABILITIES
21 Federal ReServe notes ... ....ovuvvevninnnarnenanans, 450,329 452,232 453,360 452,225 451,926 447,126 450,095 451,687
22 Total deposits ..o, 24,800 24,547 28,891 40,525 59,716 23,155 30,456 45,106
23 Depository IStUtONS. . .. ....o.veviueneneiy i 20.727 19,604 18,927 27,063 17,372 17.525 24,445 16,570
24 U.S. Treasury—General account 3,534 4,382 9,457 12,950 41,801 5,037 5,490 28,014
25 Foreign—Official accounts . .. 186 162 163 162 199 243 167 162
26 Other . ...ttt 353 398 344 350 343 349 354 360
27 Deferred credititems. ... ......... ..o 7,517 7,016 7,275 7,101 6,814 4,652 8,260 5,500
28 Other liabilities and accrued dividends®. .. ................ 4,601 4,761 4,794 4,807 4,838 4,696 4,601 5,155
29 Total liabilities ...... ................ ... ... 487,248 488,556 494,320 504,659 523,294 479,628 493,412 507,449
CAPITAL ACCOUNTS
30 Capital paidin. ... ... ... . i 5471 5.488 5,504 5,473 5475 5478 5471 5,475
31 Surplus. ... ... .. 5,202 5,215 5,220 5,220 5.220 5,220 5,202 5,220
32 Other capital accounts 120 519 589 656 602 861 434 1,043
33 Total liabilities and capital accounts. ................. .. 498,041 499,778 505,633 516,008 534,591 491,188 504,519 519,187
MEMO
34 Marketable U.S. Treasury securities held in custody for
foreign and international accounts ................... 613,724 617,213 611,049 606,551 604,030 605,360 613,236 604,758
Federal Reserve note statement
35 Federal Reserve notes outstanding (issued to Banks) ........ 553,602 555,850 557,413 558,999 560,370 549,260 553,000 560,384
36  LESS: Held by Federal Reserve Banks o 103,272 103,618 104,053 106,773 108,444 102,133 102,995 108,697
37  Federal Reserve notes, net ............ooiininiinn... 450,329 452,232 453,360 452,225 451,926 447,126 450,095 451,687
Collateral held against notes, net
38 Gold certificate account .. ................ .. .. 11,049 11,049 11,048 11,049 11,048 11,050 11,049 11,048
39 Special drawing rights certificate account . .. 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200
40 Other eligible assets .. ................ .. 0 0 0 0 0 0 o 0
41 U.S. Treasury and agency securities...................... 430.080 431,983 433,112 431977 431,677 426,876 429,846 431,438
42 Total collateral ...... ... ... ... ................... 450,329 452,232 453,360 452,225 451,926 447,126 450,095 451,687
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 bilis maturing within ninety days.
Federal Reserve Banks—and includes compensation that adjusts for the effects of inflation on 5. Includes exchange-translation account reflecting the monthly revaluation at market
the principal of inflation-indexed securities. Excludes securities sold and scheduled to be exchange rates of foreign exchange commitments.

bought back under matched sale—purchase transactions.
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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 1998 1998

Apr. 1 Apr. 8 Apr. 15 Apr. 22 Apr. 29 Feb. 28 Mar. 31 Apr. 30

1Totalloans. ... ...................... . ..o, 28 969 39 143 60 62 29 86

2 Within fifteen days] ................................. 2 942 18 137 56 56 17 62

3. Sixteen days to ninety days. ......................... 26 27 21 6 4 6 12 24

4 Total U.S. Treasury securities®. .. .................... 436,658 436,522 443,372 452,049 468,453 432,264 440,028 457,364

5 Within fifteen days'.......... ... 16,996 10,052 16,267 23,188 41,303 12,674 20,423 21,350

6 Sixteen days to ninety days . . 96,876 96,949 91,991 93,096 97,214 103,213 94,170 91,141

7 Ninety-one days to one year 135,190 141,923 146,582 145,351 139,521 132,599 137,838 154,703

8 One year to five years. . .. 97,094 97,095 97,135 99,015 99,016 94,305 97,095 98,772

9 Five years to ten years . . 40.126 40,126 40,621 40,622 40,622 36,841 40,126 40,622

10 More thanten years ..................ooviiiiinin... 50,376 50,376 50,776 50,776 50,776 49,633 50,376 50,777
11 Total federal agency obligations .......... .......... 1,653 1,608 2,523 3,182 2,359 2,782 2,075 2,209
12 Within fifteen days1 ......... 1,088 1,043 1,972 2,631 1,808 2,157 1,510 1,658
13 Sixteen days to ninety days .. 14 14 0 0 0 44 14 0
14 Ninety-one days to one year. . .. 175 175 175 175 175 150 175 175
15 One year to five years....... .. 126 126 126 126 126 151 126 126
16 Five years to ten years . .. 225 225 225 225 225 255 225 225
17 More thantenyears................. ... 25 25 25 25 25 25 25 25

1. Holdings under repurchase agreements are classified as matunng within fifteen days in 2. Includes compensation that adjusts for the effects of inflation on the principal of

accordance with maximum maturity of the agreements. inflation-indexed securities.
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1.20 AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE!'

Billions of dollars, averages of daily figures

1997° 1998
1994 1995 1996 1997
Tiem Dec. Dec. Dec Dec.
Sept. Oct. Nov. Dec. Jan. Feb. Mar* Apr.
Iy adi
ADJUSTED FOR . Seasonally adjusted
CHANGES IN RESERVE REQUIREMENTS"
1 Total TEServes™. ... vt 59.41" | 56.40° | 50.08" | 4667 | 4624 | 4596 | 46.31 46.67 4650 | 4572" | 4605 | 4590
2 Nonborrowed reserves®...... ......... 56.20 | 56.14" | 49937 | 4635 | 4580 [ 4569 | 46.16 | 46.35 46.29 | 4566’ | 46.01 45.83
3 Nonborrowed reserves plus extended credic’ . 50.20 | 56.14" | 49.93" | 4635 | 4580 | 4569 | 46.16 | 4635 | 4629 | 4566 | 46.0] 45.83
4 Required reserves ...................... .. 5824 | 55127 | 48.66" | 4499 | 44.94 | 4456 | 44.69 | 4499 | 4472 | 44207 | 4473 | 4451
5 Monetary base® ... ...........oiii i 418.12° | 434.17" | 452.38" | 480.15 | 469.41 | 471.98 | 476.19 | 480.15 | 482.85 | 484.24" | 485.90 | 486.74
Not seasonally adjusted
6 Total TEServVes . ... ...\ttt 61.13 58.02 51.52 4797 46.13 45.69 46.53 4797 47.49 44.99" 4555 46.46
7 Nonborrowed reserves................. 60.92 | 57.76 | S51.37 | 47.65 4569 | 4542 | 4638 | 47.65 | 4728 | 44.94 45.50 | 46.39
8 Nonborrowed reserves plus extended credit”. 60.92 57.76 5137 47.65 45.69 4542 46.38 47.65 47.28 44.94 45.50 46.39
9 Required reseryes®. ... ... ... ... .| 59.96 56.74 50.10 46.29 44.83 4430 4491 46.29 45.71 43.47 4423 45.08
10 Monetary base” .. ..........c.oooveiiiii 42251 | 439.03 | 456.72 | 485.11 | 468.37 | 47041 | 476.62 | 485.11 | 484.42 | 481.36" | 484.04 | 486.91
NOT ADJUSTED FOR
CHANGES IN RESERVE REQUIREMENTS'®
11 Total reserves'! .. ... ... .. 61.34 57.90 51.24 47.88 46.06 45.62 46.45 47.88 47.50 44.97 45.51 46.41
12 Nonborrowed reserves. ................ 61.13 57.64 51.09 47.56 45.62 45.35 46.30 47.56 4729 | 4492 4547 46.34
13 Nonbortowed reserves plus extended credit® . 61.13 57.64 51.09 47.56 43.62 45.35 46.30 47.56 4729 | 4492 4547 46.34
14 Required reserves . ...... ... oL 60.17 56.62 49.82 46.20 44.76 4423 44 83 46.20 4571 43.45 44.19 45.03
15 Monetary base'?, . ...... ...... 427.25 | 44445 | 463.49 | 491,92 | 475.32 | 477.28 | 483.50 | 491.92 | 491.62 | 488.43 | 491.00 | 493.66
16 Excess reserves ~................. . 117 1.28 142 1.68 1.30 1.40 1.62 1.68 1.78 1.52 1.32 1.39
17 Borrowings from the Federal Reserve . ....... ........... 21 26 .16 32 44 27 .15 32 .21 .06 .04 .07

1. Latest manthly and biweekly figures are available from the Board’s H.3 (502) weekly
statistical release. Historical data starting in 1959 and estimates of the effect on required
reserves of changes in reserve requirements are available from the Money and Reserves
Projections Section, Division of Monetary Affairs, Board of Governors of the Federal Reserve
System, Washington, DC 20551.

2. Figures reflect adjustments for discontinuities, or “breaks,” associated with regulatory
changes in reserve requirements. (See also table 1.10.)

3. Seasonally adjusted, break-adjusted total reserves equal seasonally adjusted, break-
adjusted required reserves (line 4) plus excess reserves (line 16).

4. Seasonally adjusted, break-adjusted nonborrowed reserves equal seasonally adjusted,
break-adjusied total reserves (line 1) less total borrowings of depository institutions from the
Federal Reserve (line 17).

5. Extended credit consists of borrowing at the discount window under the terms and
conditions established for the extended credit program to help deposttory institutions deal
with sustained liquidity pressures. Because there is not the same need to repay such
borrowing promptly as with tradittonal short-term adjustment credit. the money market effect
of extended credit is similar to that of nonborrowed reserves.

6. The seasonally adjusted, break-adjusted monetary base comsists of (1) seasonally
adjusted, break-adjusted total reserves (line 1), plus (2) the seasonally adjusted currency
component of the money stock, plus (3) (for all guarterly reporters on the *“Report of
Transaction Accounts, Other Deposits and Vault Cash™ and for all those weekly reporters
whose vault cash exceeds their required reserves) the seasonally adjusted, break-adjusted
difference between current vault cash and the amount applied to satisfy current reserve
requirements.

7. Break-adjusted total reserves equal break-adjusted required reserves (Line 9) plus excess
reserves (line 16).

8. To adjust required reserves for discontinuities that are due to regulatory changes in
reserve requirements, a muluplicative procedure is used to estimate what required reserves
would have been in past penods had current reserve requirements been in effect. Break-
adjusted reguired reserves include required reserves against transactions deposits and nonper-
sonal time and savings deposits (but not reservable nondeposit liabilities).

9. The break-adjusted monetary base equals (1) break-adjusted total reserves (line 6), plus
(2) the (unadjusted) currency component of the money stock, plus (3) (for all quarterly
reporters on the “Report of Transaction Accounts, Other Deposits and Vault Cash” and for all
those weekly reporters whose vault cash exceeds their required reserves) the break-adjusted
difference between current vault cash and the amount applied to satisfy current reserve
requirements.

10. Reflects actual reserve requirements, including those on nondeposit liabilities, with no
adjustments to eliminate the effects of discontinuities associated with regulatory changes in
reserve requirements.

11. Reserve balances with Federal Reserve Banks plus vault cash used to satisfy reserve
requirements.

12. The monetary base, not break-adjusted and not seasonally adjusted, consists of (1) total
reserves {line 11), plus (2) required clearing balances and adjustments to compensale for float
at Federal Reserve Banks, plus (3) the currency component of the money stock, plus (4) (for
all quarterly reporters on the “‘Report of Transaction Accounts, Other Deposits and Vault
Cash” and for all those weekly reporters whose vault cash exceeds their required reserves) the
difference between current vault cash and the amount applied to satisfy current reserve
requirements. Since the introduction of contemporancous reserve requirements in February
1984, currency and vault cash figures have been measured over the computation penods
ending on Mondays.

13. Unadjusted total reserves (line 11) less unadjusted required reserves (line 14).



1.21 MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES'

Billions of dollars, averages of daily figures

Monetary and Credit Aggregates Al3

1998"
1994 1995 1996 1997
fem Dec. Dec. Dec. Dec.
Jan. Feb. Mar. Apr.
Seasonally adjusted
Measures*
1 1,150.7 1,128.7 1,082.8 1,076.0 1,073.6 1,076.4 1,081.0 1,079.6
2 3,503.0 3,651.2 3.826.1 4,041.3° 4,066.3 4,098.6 4,126.6 4,157.8
3 4,333.6 4,595.6 4,935.5 5,383.7° 5432.1 54722 5,537.5 5.583.7
4L 53158 5,702.2 6,088.3 6,626.9° 6,701.9 67724 6,866.6 n.a.
5 12,998.7 13,699.2 14,419.9 15,151.6° 15,230.0 15,317.9 15,405.6 na.
M1 components
6 Currency ........................................... 3543 3724 394.9 425.5 427.5 431.0 432.4 4337
7 Travelers checks®. 85 8.9 8.6 8.2 8.2 8.1 8.1 8.0
8 Demand deposits® . .. 384.0 391.0 403.6 397.1 392.7 391.9 391.1 387.3
9 Other checkable deposns .............................. 403.9 356.4 2759 245.2" 245.2 2455 249.5 250.5
Nontra7nsauion components
10 In M27 .. T 23523 2,522.6 27432 2,965.3" 29927 3,022.1 3.045.6 3,078.2
1T InM3only®. ... ... 830.6 944.4 1,109.4 1,342.4 1.365.8 1,373.7 1,410.9 14258
Commercial banks
12 Savings deposits, ingcluding MMDAs.......... 752.6 775.0 904.8 1,020.9 1,033.3 1,044.7 1,055.2 1,078.0
13 Small time deposntslo. Gt 503.2 575.8 594.5 621.6 621.6 621.5 621.2 621.1
14 Large time deposits™ "' .. ... ... o 298.7 3454 413.2 495.9° 499.5 5124 529.7 5249
Thrift institutions
15 Savmgs deposits, mcludmg MMDAs 397.3 359.7 366.9 376.6 378.6 3829 386.6 390.0
16 Small time deposits’ 0 314.2 357.2 3543 343.6 3448 344.0 3424 3393
17 Large time deposits' 64.7 74.2 78.0 852 87.4 87.6 87.1 88.1
Money market mutual funds
I8 Retail ...... ... ... . ... .. i 385.0 4549 522.8 602.6" 6143 629.0 640.3 649.9
19 Institution-only. ... ... ... ... . 203.1 2539 3103 376.2 380.8 384.7 391.9 408.8
Repurchase agreements and Eurodollars
20 Repurchaﬁelagrecmen(s .............................. 183.3 182.4 1942 234.8 245.2 239.8 2573 256.4
21 Eurodollars'= .. ... e 80.8 88.6 113.7 150.3 153.0 149.1 1449 147.7
Debt components
22 Federaldebt........... ... ... ... ... 3,4919 3,638.5 3,780.0 3,7973 3,7974 3,794.9 3,800.5 n.a.
23 Nonfederal debt................... ... .o 9.506.7 10,060.7 10,639.9 11,354.3 11,432.5 11,523.0 11,605.1 \ n.a.
Not seasonally adjusted
Measures*
1,174.4 1,1524 1,104.9 1,097.5 1.079.0 1,063.9 1,074.5 1,085.0
3,523.4 3,672.0 3,845.4 4,060.2" 4,068.1 4,085.2 4,137.8 4,178.6
4,353.2 46152 49534 5,401.0° 5,436.2 5,470.1 5,556.3 5,598.2
5,344.6 57327 6,116.4 6,652.8" 6,703.7 6,764.6 6,889.8 na.
13,000.6 13.699.8 14,419.3 15,150.8" 15,210.2 15,279.1 15.379.5 n.a.
M components
29 Cun'ency ........................................... 3575 376.2 3979 429.0 426.4 428.9 431.5 4337
30 Travelers checks®. 8.1 8.5 8.3 79 79 78 79 79
31 Demand deposus5 . .. 400.3 407.2 419.9 4129 396.2 383.0 3853 387.5
32 Other checkable deposnts .............................. 408.6 360.5 278.8 2417 248.5 244.1 2499 2559
Nonlran saction components
33 In M2 L 2,349.0 2,519.6 2,740.5 2.962.7" 2,989.2 3,021.4 3.063.3 3,093.6
34 ImM3only®. ..o 829.7 9432 1,108.0 1.340.7 1,368.1 1,384.9 14185 1,419.7
Commercial banks
35 Savings deposits, mcludmg MMDAS..........ovvvnennn 751.7 774.1 903.3 1,019.0 1,029.0 1,040.2 1,060.2 1,083.3
36 Small time deposxts RPN 501.5 573.8 592.7 620.0 621.2 6218 621.5 621.8
37 Large time deposits’ 208.9 345.8 413.6 496.3 492.0 508.9 528.3 521.4
Thrift institutions
38 Savings deposits, including MMDAs .. ... ... . L. 396.8 359.2 366.4 375.9 377.0 381.2 3884 3919
39 Small time deposits” ............. . 313.2 355.9 3532 3427 344.6 3442 342.6 339.7
40 Large time deposits™™ ......... ... ... i 64.8 74.3 78.1 853 86.0 87.0 86.9 875
Money market mutual funds
41 Retail ... ... 385.9 456.4 524.8 605.1° 617.3 634.0 650.5 656.9
42 Institution-only ..........coviiiiiniiiii 204.6 255.8 3127 3789 389.8 397.7 400.2 405.8
Repurchase agreements and Eurodollars
43 Repurchase ggreements 179.6 178.0 188.8 228.2 2440 239.8 256.2 256.8
44 Eurodollars' . ... ... .. 81.8 89.4 1147 152.0 156.3 151.4 146.9 148.2
Debt components
45 Federal debt ........ .. ... . ... ... .. 3,499.0 3,6459 3,787.9 3,805.8 3,792.5 3.795.3 3,820.7 na.
46 Nonfederal debt............. ... ... 9,501.6 10,0539 10.631.3 11,345.0 11,417.7 11,483.7 11,5588 n.a.

Footnotes appear on following page.
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NOTES TO TABLE 1.21

1. Latest monthly and weekly figures are available from the Board's H.6 (508) weekly
statistical release. Historical data starting in 1959 are available from the Money and Reserves
Projections Section, Division of Monetary Affairs, Board of Governors of the Federal Reserve
System, Washington, DC 20551.

2. Composition of the money stock measures and debt is as follows:

M1: (1) currency outside the U.S. Treasury, Federal Reserve Banks, and the vauits of
depository institutions, (2) travelers checks of nonbank issuers, (3) demand deposits at all
commercial banks other than those owed to depository institutions, the U.S. government, and
foreign banks and official institutions, less cash items in the process of collection and Federal
Reserve float, and (4) other checkable deposits (OCDs), consisting of negotiable order of
withdrawal (NOW) and automatic transfer service (ATS) accounts at depository institutions,
credit union share draft accounts, and demand deposits at thrift institutions. Seasonally
adjusted M1 is computed by summing currency, travelers checks, demand deposits, and
OCDs, each seasonally adjusted separately.

M2: MI plus (I) savings deposits (including MMDAs), (2) small-denomination time
deposits (time deposits—including retail RPs—in amounts of less than $100,000), and (3)
balances in retail money market mutual funds (money funds with mmnimum initial invest-
ments of less than $50,000). Excludes individual retirement accounts (JRAs) and Keogh
balances at depository institutions and money market funds. Seasonally adjusted M2 is
calculated by summing savings deposits, small-denommation time deposits, and retail money
fund balances, each seasonally adjusted separately, and adding this result to seasonally
adjusted M1.

M3: M2 plus (1) large-denomination time deposits (in amounts of $100,000 or more)
issued by all depository institutions, (2) balances in institutional money funds (money funds
with minimum initial investments of $50,000 or more), (3) RP liabilities (overnight and term)
issued by all depository institutions, and (4) Eurodollars (overnight and term) held by US.
residents at foreign branches of U.S. banks worldwide and at all banking offices in the United
Kingdom and Canada. Excludes amounts held by depository institutions. the U.S. govern-
ment, money market funds, and foreign banks and official institutions. Seasonally adjusted
M3 is calculated by summing large time deposits, institutional money fund balances, RP
liabilities, and Eurodollars. each seasonally adjusted separately, and adding this result to
seasonally adjusted M2.

L: M3 plus the nonbank public holdings of US. savings bonds, short-term Treasury
securities, commercial paper, and bankers acceptances, net of money market fund holdings of

these assets. Seasonally adjusted L is computed by summing U.S. savings bonds, short-term
Treasury securities, commercial paper, and bankers acceptances. ¢ach seasonally adjusted
separately. and then adding this resuit to M3.

Debt: The debt aggregate is the outstanding credit market debt of the domestic nonfinancial
sectors—the federal sector (U.S. government, not including government-sponsored enter-
prises or federally related mortgage pools) and the nonfederal sectors (state and local
governments. households and nonprofit organizations, nonfinancial corporate and nonfarm
noncorporate businesses, and farms). Nonfederal debt consists of mortgages, tax-exempt and
corporate bonds. consumer credit, bank loans, commercial paper, and other loans. The data,
which are derived from the Federal Reserve Board’s flow of funds accounts, are break-
adjusted (that is, discontinuities in the data have been smoothed into the series) and
month-averaged (that is, the data have been derived by averaging adjacent month-end levels).

3. Currency outside the U.S. Treasury, Federal Reserve Banks, and vaults of depository
institutions.

4. Quistanding amount of U.S. dollar-denominated travelers checks of nonbank issuers.
Travelers checks issued by depository institutions are included in demand depasits.

5. Demand deposits at commercial banks and foreign-related institutions other than those
owed to depository institutions, the U.S. government. and foreign banks and official institu-
tions, less cash items 1n the process of collection and Federal Reserve float.

6. Consists of NOW and ATS account balances at all depository institutions, credit union
share draft account balances, and demand deposits at thrift institutions.

7. Sum of (1) savings deposits (including MMDAs), (2) small time deposits, and (3) retail
money fund balances.

8. Sum of (1) large time deposits, (2) institutional money fund balances. (3) RP liabilities
(overnight and term) issued by depository institutions. and (4) Eurodollars (overnight and
term) of U.S. addressees.

9. Small time deposits—including retail RPs—are those issued 1n amounts of less than
$100,000. All IRAs and Keogh accounts at commercial banks and thrift institutions are
subtracted from small time deposits.

10. Large time deposits are those issued in amounts of $100.000 or more, excluding those
baoked at international banking facilities.

L1. Large time deposits at commercial banks less those held by money market funds,
depasitory institutions, the U.S. government, and foreign banks and official institutions.

12. Includes both overnight and term.



Commercial Banking Institutions—Assets and Liabilities Al5

1.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities'
A. All commercial banks

Billions of dollars

Monthly averages Wednesday figures

Account 1997 1997" 1998° 1998

Apr. Oct. Nov. Dec. Jan. Feb. Mar. Apr. Apr. 8 Apr. 15 Apr. 22 Apr. 29

Seasonally adjusted

Assets
I Bankcredit. ...................... 3.889.1" 40253 4,067.8 4,0888 4,145.7 4,176.1 42180 4,204.6 42138 4,201.6 4,187.0 42059
2 Securities in bank credit ... ... .| 10192 1,044.6 1,076.1 1,083.0 1,104.3 1,108.5 1,1269 1,1066 11156 1,101.9 10919 1,110.5
3 U.S. government securities .. 7118 7310 7421 746.5 759.6 767.2 7789 7620 7689 7555 7502 769.3
4 Other securities ............... 3074° 3136 3340 3365 3447 M4 3479 3446 346.7 346.4 3417 3412
5  Loans and leases in bank credit? ...| 2,869.9 2,980.7 2.991.7 3,005.8 30414 3,067.6 30912 3,098.0 30982 3,099.7 3,0952 3.095.3
6 Commercial and industrial . ... .. 806.6" 8412 8440 8518 861.8 869.0 869.8 869.3 865.0 869.8 8702 8719
7 Realestate ............... .| 11700 12175 1,225.7 1,229.3 1,233.1 1,246.8 1,259.7 1,266.9 1,269.0 12652 12634 1,265.6
8 Revolving home equity . .. 89.3 96.4 972 98.0 98.3 985 98.1 985 9.5 98.6 98.6 985
9 Other ............... .| 10807 Li2LL 1,1285 1,1313 1,134.8 1,1483 1,161.6 1,1684 1,170.5 1,166.7 1,164.8 L1711
10 Consumer. .. .. 5145 507.7 507.2 507.2 504.3 5029 502.2 496.7 4979 496.7 4969 4950
11 Security®. . ...... ..., .. 89.7 104.2 99.3 96.8 1163 118.0 1168 111.9 1136 1118 112.8 107.0
12 Other loans and leases. .. 289.2° 310.1 3155 3208 3259 3310 3426 353.1 352.7 356.2 3513 3518
13 Interbank loans ........ .. 2123 2009 206.1 2143 204.2 2033 217.1 2125 2151 2208 212.1 201.7
14 Cash assets? . ... . 2470 265.9 2774 2673 2693 2694 280.9 274.0 269.8 2830 2817 262.3
15 Other assets® ..................... 2770 289.3 294.5 2950 2956 2979 293.7 307.7 3055 3087 310.1 307.6
16 Total assets® ..................... 4,568.9" 4,725.0 4,7893 4,808.7 4,858.2 4,890.0 49529 49418 49472 4,957.1 49339 49204
Liabilities
17 Deposits . . ...ooovininnnn e 29472 3065.7 3,105.3 31116 31147 3,151.3 3,190.6 32027 32022 32360 3,1972 31711
18  Transaction. . .... .. 700.7 685.5 693.0 686.8 6783 684.8 695.5 6934 6769 7084 694.6 693.7
19 Nontransaction .. .| 22465 2,380.2 24123 24248 24364 2.466.5 24950 2,5094 25253 25276 2,502.6 24774
20 Large time .. .. 568.5" 6202 6335 637.1 6442 6604 674.3 671.6 681.6 6702 666.1 6664
21 Other . ... o L6780 1,760.0 1,7788 1,787.6 L7921 1,806.1 1,820.3 1,837.8 1,8437 18574 1,836.5 1,811.0
22 Borrowings ........... .. 763.1° 800.8 814.6 8194 826.4 827.5 858.3 869.3 875.1 881.9 8570 8622
23 From banks in the U.S. PN 316.8° 2927 300.2 304.0 201.0 2921 3070 308.0 3179 3243 3000 289.2
24 Fromothers........... 446.2° 508.0 5144 5154 5354 5354 5512 561.3 5572 557.6 5570 5730
25 Net due to related foreign offices. .. 2109 196.4 1923 2024 2309 223.1 2012 174.1 178.3 1526 180.9 1843
26 Other Habilities ................... 272.1° 282.1 2929 293.1 3055 3033 2057 2894 2919 286.1 2915 2859
27 Total liabilities . .. ................ 4,193.3" 43450 4,405.1 44265 44775 4,505.1 4,545.7 45355 45475 4,556.6 4,526.7 4,503.5
28 Residual (assets less liabilities)? . . .. .. 375.6° 380.0 3842 3821 380.7 3850 407.2 406.4 399.7 400.6 4072 4169

Not seasonally adjusted

Assets
29 Bank credit ... ... ... ... ... 3,8929 4,030.2 4075.5 4,0984 4,152.9 41735 4,2084 4,209.2 42102 4,210.7 4,195.6 42106
30  Securities in bank credit ..... .| 10292 1,0428 1,075.6 1,078.1 1,104.8 1,112.0 1,1282 11173 1,126.6 1,1148 11027 11189
31 U.S. government securities .. 7194 729.6 743.6 7444 756.3 766.1 7822 7704 7788 7654 7517 7757
32 Other securities ... ............ 309.8" 3133 3321 3337 3485 3459 3460 346.8 34738 3494 3449 3432
33 Loans and leases in bank credit® ...| 28637 29873 2,999 3,0203 3,048.2 3,061.6 3,0802 3.0919 30836 3,0059 3,0930 3,097
34 Commercial and industrial . ... .. 813.3" 839.1 8428 850.0 8594 868.8 8734 8768 869.9 8770 880.0 8802
35 Realestate ........... ... | 11643 12237 1,231.9 12328 1,2332 1,241.5 1,253.1 1,2604 1,262.8 1,259.7 1,256.3 1,262.5
36 Revolving home equity . .. 885 97.1 979 983 985 98.1 97.1 976 970 974 979 98.1
37 Other ............... . 10757 1,126.5 1,1340 1,1345 1,1346 1,1434 1,156.1 1,162.8 11658 1,162.3 1,1584 1,164.4
38 Consumer .. 5099 509.6 509.8 5135 511.1 5025 4957 4918 491.1 491.5 4930 4917
39 Security?. . .......... .. 904 104.4 100.1 993 116.5 1194 1177 1135 110.7 1153 1163 109.5
40 Other loans and leases. 285.8° 3107 315.3 324.7 3280 3293 3404 3493 349.1 3525 3473 3477
41 Interbank loans . 214.3 1970 2115 2238 2112 2063 216.7 2153 2245 230.1 2099 196.4
42 Cash assets* . . .. 2424 2700 2875 286.8 280.6 2695 269.3 2693 2583 2850 2742 260.2
43 Other assets® ..................... 2752 2886 2956 2953 2941 29.1 2936 305.7 3037 306.0 306.5 3070
44 Totalassets® .. ................... 4,568.5 47293 48134 4,.841.7 48824 48919 49312 49428 4,940.0 49752 49296 49175

Liabilities
45 Deposits . . . ...oii i 29476 3.068.6 3,1234 3,1440 3,1208 31385 3,1814 3,202.1 32166 32598 3,176.7 3,150.7
46  Transaction. . .. .. .. 7054 681.8 703.8 7210 690.3 678.1 683.2 698.5 681.8 7340 689.3 690.1
47  Nontransaction .. 22422 2.386.8 2,419.6 24229 24305 24604 2498.2 2,503.6 25348 25258 24874 2,460.7
48 Large time . . .. 564.2 624.0 639.2 641.7 6425 6593 6722 666.0 6739 6634 660.7 663.3
49 Other ... 1,678.0° 1,762.9 1,780.4 1,781.3 1,788.0 1,80L1 1,8259 1,837.6 1,860.9 1,862.3 18267 1,797.4
50 Borrowings ......... 762.1" 796.9 812.1 8174 8329 828.1 850.2 869.3 857.5 8742 869.8 874.1
51 From banks in the US. .. 316.0° 2863 3005 3078 294.5 2930 304.6 3073 3112 3205 304.0 292.6
52 Fromothers................ .. 446.2 5076 5116 509.6 5384 5351 5456 5620 5464 5537 5659 5814
53 Net due to related foreign offices . . . .. 2100 1937 1884 2003 2310 2211 199.5 1734 1673 1474 182.5 1955
54 Other liabilities ................... 271.3" 2818 294.5 2940 3055 3045 2959 2885 2909 285.1 2903 2855
55 Total liabilities ... ................ 4,191.0° 4,341.0 44184 4455.7 4,4902 4,492.2 4,521.0 4,5333 4,5323 4,566.4 45193 4,5058
56 Residual (assets less liabilities)’ . ... .. 3774 3882 3950 3920 3922 399.6 4042 409.5 407.7 408.8 4103 4117

MEMO
57 Revaluation gains on off-balance-sheet

items® ... 912 79.8 843 827 934 87.7 874 83.5 839 844 824 81.7
58 Revaluation losses on off-balance-
sheetitems® . ... ... oL 88.1 814 856 86.0 959 90.1 89.6 84.5 875 854 825 814

Footnotes appear on p. A21L.
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1.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities' —Continued
B. Domestically chartered commercial banks

Billions of dollars

Monthly averages Wednesday figures

Account 1997 1997° 19987 1998

Apr. Oct. Nov. Dec. Jan. Feb. Mar, Apr. Apr. 8 Apr. 15 Apr. 22 Apr. 29

Seasonally adjusted

Assels
1 Bankcredit. .. ........... ... 3,358.9 3.486.8 35193 3,544.8 35770 3,607.5 3.652.2 3,649.9 3.,656.1 3,652.3 3,637.7 3.648.0
2 Securities in bank credit .. 8492 868.8 883.7 8958 911.2 915.6 929.6 915.4 918.8 916.0 908.0 915.7
3 U.S. government securities .. ... . 630.3 650.4 662.8 670.2 678.4 683.4 691.5 674.9 679.2 674.1 667.4 676.6
4 Other securities 218.9 218.4 220.9 225.5 2328 232.2 2381 240.6 239.6 2419 240.6 239.1
S Loans and leases in bank credif 2,509.7 2,617.9 2,635.6 2,649.0 2,665.8 2.691.9 2,722.6 27345 27374 2.736.3 2,729.7 2,732.3
6 Commercial and industrial . .. ... 587.3° 618.7 622.6 630.5 6385 646.5 645.5 654.7 651.4 655.5 655.9 656.0
7 Realestate ................... 1,1384 1,190.0 1,199.1 1,203.4 1,206.5 1.220.8 1,235.0 1,229 1,245.1 1,241.2 1,239.3 1,2454
8 Revolving home equity ... . ... 89.3 96.4 97.2 98.0 98.3 985S 98.1 98.5 98.5 98.6 98.6 98.5
5 Other .| L0491 1,003.7 1,101.9 1,105.4 1,108.2 11224 1,136.9 1,1444 1,146.6 1,142.6 1,140.8 1,146.9
10 Consumer. . . .. 514.5 507.7 507.2 507.2 504.3 5029 5022 496.7 497.9 496.7 496.9 495.0
1" Security}. . .......... .. 45.8 57.5 57.6 53.0 61.5 632 68.0 63.8 67.0 632 62.8 61.1
12 Other loans and leases. .. 2238 244.0 249.1 2549 254.9 258.5 2679 276.4 276.0 279.6 2747 274.8
13 Interbank loans .......... .. 193.6 1804 182.4 183.0 176.2 178.5 196.3 1923 198.5 202.9 190.7 177.2
14 Cash assets® . .. .. 213.6 231.5 2425 233.8 236.5 236.7 246.8 238.8 233.5 248.0 245.9 228.1
I5 Other assets® .................... 2375 246.5 249.3 2527 255.0 255.5 2509 265.3 2612 265.1 268.4 267.5
16 Total assets® . .................... 3,947.3 4,089.0 4,137.2 4,157.7 4,188.3 4,221.8 4,289.4 4,289.6 4,292.6 4,311.7 4,285.9 4,264.0
Liabilities
17 Deposits . ........ooviniiii i, 2.695.4 2,798.0 28324 2,839.1 2841.2 2,866.4 2.901.7 29109 2,905.8 2,948.2 29103 2,876.5
18  Transaction. . ... .. 690.1 675.0 6827 677.0 668.2 674.6 684.9 682.3 665.4 696.8 683.6 683.6
19 Nontransaction . 2,005.2 21230 2,149.7 2,162.1 2,173.0 2,191.8 22168 22286 2,240.4 22514 2,226.6 2,192.9
20 Large time . . . 329.8' 366.1 3743 3773 382.7 3875 398.2 391.8 397.8 395.3 390.9 3822
21 Other ....... 1,675.5° 1,756.9 17754 1,784.8 1,790.3 1,804.3 1.818.6 1,836.8 1.842.6 1,856.1 1,835.7 1.810.6
22 Borrowings .......... 621.0° 645.0 658.3 669.9 676.7 682.7 704.3 7043 709.5 706.1 696.4 705.5
23 From banks in the U.S. 283.7 2589 271.2 278.1 267.5 269.3 281.1 281.3 289.7 287.3 279.9 268.6
24 Fromothers .............. 337.3 386.0 387.1 3918 409.2 4133 4232 423.0 419.8 418.9 416.5 436.9
25 Net due 1o related foreign offices ... . 782 779 75.2 80.8 91.2 88.4 82.6 755 77.1 62.2 78.6 85.0
26 Other liabilities ................... 180.4’ 190.5 196.9 197.5 209.0 205.7 201.5 198.8 201.0 197.6 199.5 195.6
27 Total liabilities .. ................. 3,575.17 | 37115 3,762.8 3,787.3 3,818.1 3,843.1 3,890.1 3,889.6 3,893.5 3,914.1 3,884.7 3,862.5
28 Residual (assets less liabilities)”. .. ... 372.2 3775 3744 370.4 370.1 378.7 399.3 400.0 399.2 3976 401.2 401.4

Not seasonally adjusted

Assets
29 Bank credit .. ...l 3,363.2° 3,491.8 3,532.2 3,555.3 3,587.3 3,605.5 3,642.9 3,654.8 3,653.5 3,662.0 3,646.0 3,652.8
30 Securities in bank credit 858.0 866.3 886.9 894.7 917.0 922.1 932.9 924.6 927.6 9279 917.8 922.3
31 U.S. government securities 639.0° 648.5 663.2 668.5 677.0 683.1 694.0 684.6 690.0 685.8 677.6 683.6

32 Other securities . ......... 219.0° 217.8 2237 226.2 240.0 2390 238.8 2400 237.6 242.2 240.2 238.7
33 Loans and leases in bank credit? . .. .. .| 2,505.2 2.625.5 2,645.2 2,660.6 2,670.3 2.683.4 27100 2,730.2 2,7259 2,734.1 27282 2,730.6
664.7

34 Commercial and industrial . .. ... 594.0° 616.9 621.6 6279 6353 645.2 652.4 662.2 656.6 662.6 664.7
35 Real estate ............. .. 1,133.0 11959 1,205.0 1,206.8 1,206.6 1.215.3 1,228.4 1,236.6 1,239.1 1,2359 1.232.5 1,238.6
36 Revalving home equity .. 88.5 97.1 979 98.3 98.5 98.1 97.1 97.6 97.0 974 97.9 98.1
37 Qther .. . 1.044 4 1,098.8 1,107.1 1,108.5 1,108.1 1,117.3 1,i31.4 1L,139.0 142.1 1,138.5 1,134.6 (,140.5
38 Consumer . . . 509.9 509.6 509.8 513.5 5111 502.5 495.7 491.8 491.1 491.5 493.0 4917
39 Security}. ...l .. 47.0 57.6 58.6 54.3 61.6 64.5 68.2 65.9 655 673 66.8 63.6
40 Other loans and leases. .. 221.4" 245.5 250.3 258.2 255.7 2559 2654 273.6 273.6 276.8 271.3 271.8
4] Interbank loans . 195.6 176.4 187.7 192.5 183.1 181.5 195.8 195.1 207.9 2123 188.5 1719
42 Cash assets* ... .. 2105 2354 251.8 251.7 247.8 2374 2363 2358 2243 251.6 240.3 2274
43 Otherassets’ ... .................. 2377 246.7 249.8 2522 253.0 2551 250.7 265.7 262.2 265.2 267.5 268.3
44 Total assets® . .................... 3,951.0 4,094.1 4,165.0 4,195.3 4,215.2 4,223.3 4,269.2 4,294.8 4,291.5 4,334.8 4,285.9 4,263.8
Liabilities
45 Deposits .. ... 2,697.5 2.801.2 2,851.1 2,868.3 2,849.2 2,855.9 2,801.3 29120 2,923.5 29749 2,891.8 2,855.4
46  Transaction. .. ......... .. 695.2 671.3 693.6 7107 680.2 668.2 6727 687.9 670.8 7229 678.9 680.1
47  Nontransaction L 2,0023 2,129.8 2,157.5 2,157.6 2,169.0 2,187.8 2,218.6 2,224.1 22527 2,252.0 22128 2,1753
48 Large time .. 326.9° 369.1 378.8 377.5 382.0 3879 393.6 387.5 392.8 390.6 387.1 378.9
49 Other . . .| 1,6754° 1,760.8 1,778.8 1,780.1 1,787.0 1,799.9 1,825.0 1,836.6 1,859.9 1,861.4 1,8258 1,796.4
50 Borrowings .................. .. 620.1° 641.1 655.8 667.9 683.1 683.3 696.3 704.3 691.9 698.4 709.2 7174
51 From banks in the US. . 282.8° 255.5 271.5 281.9 2709 270.3 278.7 280.6 2829 2834 2839 272.0
52 From others 337.3° 3856 3843 386.0 4122 413.0 417.6 423.7 409.0 4150 425.3 4453
53 Net due to related foreign offices . .. . . 788 76.0 706 738 86.5 85.1 81.8 76.3 73.6 61.0 80.8 90.2
54 Other liabilities ................... 180.4° £90.5 196.9 197.5 209.0 205.7 2015 198.8 201.0 197.6 199.5 195.6
55 Total liabilities .. ................. 3,576.9° | 3,708.8 3,774.4 3,807.5 38279 3,830.0 3,870.8 3,8914 3,890.0 3,931.9 3,881.2 3,858.6
56 Residual (assets less liabilines)’. . .. .. 374.) 3853 390.6 387.8 3873 3933 398.4 403.4 401.5 402.9 404.7 405.2
MEMO

57 Revaluation gains on off-balance-sheet

ftems®. ... ... 495 38.2 41.5 41.3 50.1 473 47.5 442 43.6 45,6 436 427
58 Revaluation losses on off-balance-

sheetitems® .................. 44.6 413 436 442 529 49.5 49.8 45.6 46.5 472 44.3 434
59 Mortgage-backed securities® 252.1" 265.6 275.1 281.0 289.5 2938 299.5 2935 3014 294.1 2890 288.0

Footnotes appear on p. A21.
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1.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities' —Continued
C. Large domestically chartered commercial banks

Billions of dollars

Monthly averages Wednesday figures
Account 1997 1997 1998" 1998
Apr’ Oct. Nov. Dec. Tan. Feb. Mar. Apr. Apr. 8 Apr. 15 Apr. 22 Apr. 29
Seasonally adjusted
Assets
1 Bankcredit. ................ L] 20218 20773 20926 2,106.5 2,1353 2,160.5 2.200.1 21935 22019 2,195.3 21813 2,1904
2 Securities in bank credit . ... ..., . 4519 a62.7 4739 4829 5005 506.9 5187 505.9 5084 506.9 4993 506.4
3 U.S. government securities .. 3158 3270 3376 3429 3534 360.1 3684 3554 3590 3550 3490 356.9
4 Trading account. . .. ... .. 19.6 250 267 274 29.1 280 215 237 233 234 217 263
5 I[nvestment account . . 296.2 3021 310 3155 324.3 3321 3409 3317 3357 3316 3273 3306
6 Other securities .. .. .. 136.1 1357 1363 140.1 1475 1468 150.3 1505 1494 1519 1503 1495
7 Trading account. 707 636 636 63.6 69.8 67.8 711 69.6 694 711 686 68.5
8 Investment account . . 654 721 726 765 777 790 792 809 80.0 80.8 816 809
9 State and local govemmem 211 223 223 221 225 227 228 230 230 229 230 23.1
10 Other ................... 44.2 49.8 503 543 552 56.3 564 579 571 579 586 578
{1 Loans and leases in bank credit? ...| 1,569.6 16146 16187 1,623.6 1,6345 1,653.6 1,681.4 1,687.6 1,693.5 1,688.3 16820 1,6840
12 Commercial and indvstrial ... ... 418.0 4368 438.8 45.7 4519 4584 4612 464.6 4624 4654 4655 4650
13 Bankers acceptances .. ... . 1.6 13 1.3 12 12 12 13 12 12 12 1.1 12
14 Other .............. .. 4164 4355 4376 4445 450.6 457.1 4599 463.4 462.3 465.5 465.7 4652
15 Real estate ............. .. 641.8 649.9 651.1 650.2 6476 656.9 668.7 6722 6765 6709 6634 6726
16 Revolving home equity . .. 63.1 67.6 679 68.5 68.8 68.9 68.7 692 693 69.2 69.2 69.1
17 Other ............... .. 5786 5822 5832 5817 5788 588.0 600.0 603.0 607.2 601.7 5992 603.5
18 Consumer. - 306.8 2986 2963 2949 2936 2926 294.1 290.6 2930 2910 2897 288.2
19 Security’. ... ...l 412 524 52.1 473 559 574 61.8 574 60.1 56.4 568 55.5
20 Federal funds sold to and
repurchase agreements
with broker—dealers. ... ... 238 353 357 309 395 412 437 367 425 386 386 38.1
21 Other ................. ... 175 171 164 164 164 162 18.1 178 17.6 177 182 173
22 State and local government. . .. .. 113 111 11.0 109 10.8 10.8 10.6 106 106 10.6 10.5 106
23 Agricultural ... .. Lo 93 93 9.6 96 9.5 95 9.6 9.7 96 97 9.7 9.7
4 Federal funds sold to and
repurchase agreements
with others.. . . . 73 89 89 111 77 6.1 7.1 72 69 83 6.8 6.4
25 All other loans. . . 643 68.6 712 723 732 76.7 813 85.1 850 86.4 84.1 84.6
26 Lease-financing rec ivabl .. 69.6 78.8 797 816 843 85.3 872 90.2 894 89.7 K0S 912
27 lnterbank loans ................... 148.8 1240 126.6 1270 1198 121.2 1311 1258 1317 1325 1243 1150
28  Federal funds sold to and
repurchase agreements with
commercial banks . ........... 98.1 717 819 822 764 689 803 743 794 813 721 64.1
29 Other ............ . 50.7 46.3 447 448 434 523 509 515 523 511 523 50.8
30 Cash assets* . 148.0 161.0 169.9 162.1 164.5 1640 1732 1642 159.8 1727 1710 154.0
31 Other assets® 1834 184.6 1847 189.7 1914 1906 186.5 196.7 1948 195.2 199.1 198.3
32 Total assets® ..................... 2,464.1 25102 2,537.1 25486 25744 25994 2,654.0 2,643.2 2,651.1 2,658.7 2,638.8 2,6208
Liabilities
33 Deposits . ... ..t 1,515.1 1,532.4 1,554.8 1,556.1 1,554.6 15737 16014 1,6034 1,602.9 1,6312 1.603.2 1,574.5
34 Transaction. ... .. .. 3979 376.2 3826 3787 371.1 3753 382.8 381.2 3705 3935 380.7 380.2
35 Nontransaction 1,117.1 1,156.2 11722 11774 1,1836 1,1983 12186 1,222.2 12324 12377 12225 11942
36 Large time . . .. A 1774 200.9 207.0 209.6 2143 2169 2271 2198 2252 2231 2193 2108
37 Other ....................... 9397 955.2 965.2 967.8 969.3 9814 915 1.002.4 1,007.2 10146 1,003.2 9834
38 Borrowings ......... e 4733 4914 504.1 5120 5185 5235 5429 5409 5459 5428 5338 540.7
39 From banks in the U.S, o 207.3 1879 200.6 205.8 1952 1969 2089 208.3 2163 2154 2065 1947
40 Fromothers....... 2660 3035 3035 306.2 3233 3266 3340 3326 3295 3274 3273 3460
41 Net due to related foreign offices. .. 738 8 702 76.5 870 822 785 721 729 590 755 81.7
42 Other liabilities ................... 1554 1627 168.1 1684 180.2 176.3 1710 167.8 170.5 167.0 1684 164.1
43 Total liabilities . .................. 22175 22592 22913 23129 2,340.3 2,355.7 23939 2,384.2 2,392.2 2,400.0 2,380.9 2,361.0
44 Residual (assets less liabilities)’ .. . ... 246.6 510 2399 2357 2340 2437 260.1 259.1 2589 258.7 2579 259.8

Footnotes appear on p. A21.



Al18 Domestic Financial Statistics [J July 1998

1.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities’ —Continued
C. Large domestically chartered commercial banks—Continued

Monthly averages Wednesday figures
Account 1997 1997° 1998" 1998
Apr. Oct. Nov. Dec. Jan. Feb. Mar. Apr. Apr. 8 Apr. 15 Apr. 22 Apr. 29
Not seasonally adjusted
Assets
45 Bank credit ... 2,020.0 2,082.3 2,106.0 21164 2,150.5 2,1670 2,1946 2,1927 2,197.8 2,199.7 2,181.3 21871
46  Securities in bank credit .. . 4550 462.9 480.2 483.8 5083 5155 5206 509.6 5129 5131 502.7 507.1
47 U.S. government securities . .. .. 3194 3273 3408 3427 3535 3619 3698 360.1 365.8 3614 3533 3587
48 Trading account. . .. .... .. 198 26.1 280 270 282 284 283 23.8 250 24.5 214 24.5
49 Investment account . 295 3012 3128 3157 3253 3334 3415 3362 3408 3369 3319 3342
50 Mortgage-backed securities. 190.1 1984 2069 2117 2197 2226 2272 2208 2287 2210 2163 2163
51 Other .................. 1095 102.8 1059 1040 1056 1109 1142 1154 112.1 1159 115.6 1179
52 One year or less. . ...... 306 268 294 28.1 210 289 297 309 289 314 312 322
53 Between one and five years 60.1 528 535 533 522 512 511 50.6 50.8 50.6 50.6 50.0
54 More than five years . ... 189 233 229 226 264 30.7 334 339 324 338 338 357
55 Other securities .......... .. 1357 1356 1394 1411 1549 153.6 150.8 1495 147.1 1517 1494 1484
56 Trading account. . . . 70.8 63.3 659 639 765 74.5 716 693 67.3 714 689 683
57 Investment account . . .. 649 72.3 735 772 84 79.1 792 80.2 79.8 80.3 80.5 80.1
58 State and local government . . 21.1 224 223 222 05 227 227 230 29 29 230 231
59 Other .................. 438 500 512 55.1 559 564 56.5 573 56.9 574 575 570
60  Loans and leases in bank credit” .. 15650 1,6194 16258 1,632.7 1,642.6 1,651.6 1,673.9 1,683.1 1,6850 1,686.6 1,6786 1,680.0
61 Commercial and industrial . . ... 4224 436.5 4390 443.6 4495 4515 463.1 469.7 4659 4703 4713 4709
62 Bankers acceptances ........ 16 14 14 13 12 12 1.2 12 12 12 1.1 12
63 Other ............. .. 4208 435.1 4376 4423 483 456.3 4619 468.5 464.7 469.1 470.2 469.7
64 Real estate . .. .. 636.8 653.5 655.1 652.6 650.7 655.1 664.4 666.3 671.8 666.0 661.4 665.5
65 Revolving home equity ... ... 62.3 68.3 68.6 68.8 69.2 68.5 61.7 68.1 67.8 68.0 68.3 68.5
66 Other .............. .. 356.2 3609 3609 3582 3579 362.1 3718 3727 3792 3730 3674 3709
67 Commercial .. 218.3 2244 2256 2256 2236 2245 2249 2254 2248 2250 225.7 226.1
68 Consumer ..... .. 303.1 2996 2972 208.8 208.7 2922 289.5 286.7 2880 287.1 2862 285.2
69 Securityd. ... .. 425 525 53.1 48.6 56.0 587 619 59.5 586 604 60.7 58.1
70 Federal funds sold to and
repurchase agreements
with broker—dealers 249 355 36.6 313 39.6 425 439 41.6 422 42.1 41.8 40.0
71 Other ................ . 17.7 170 16.5 17.3 164 163 18.0 179 164 183 190 180
72 State and local government. . . .. 112 11.2 11.1 11.0 10.8 108 106 104 105 104 104 104
73 Agricultural ....... ... ... 9.0 95 96 96 94 9.1 92 93 92 93 94 94
74 Federal funds sold to and
repurchase agreements
withothers.............. 73 89 89 11.1 77 6.1 71 72 69 83 6.8 64
75 All other loans. . ......... NN 634 69.1 72.3 755 73.8 75.3 80.3 840 84s 85.1 824 833
76 Lease-financing receivables . . .. 694 78.5 79.7 81.8 86.0 86.7 87.8 90.0 89.6 89.7 90.0 90.7
77 Interbank loans .................. 149.2 1208 128.6 1324 1253 120.2 1269 1265 130.1 1352 1248 1162
78  Federal funds sold to and
repurchase agreements
with commercial banks .. .... 99.2 74.8 836 86.3 803 68.1 770 754 78.1 846 73.1 65.7
79 Other .................. .. 50.0 46.1 45.0 46.1 45.0 521 499 51.1 520 50.6 517 50.5
80 Cash assets® . . 145.6 164.8 176.7 176.5 1747 1648 1645 161.8 151.7 175.3 167.6 153.6
81 Other assets’ 1834 1846 184.7 1897 1914 1906 186.5 196.7 1948 1952 199.1 1983
82 Total assets® .................... 2,461.0 25159 25592 2,5783 26058 2,606.0 2,6355 2,641.0 2,6378 2,668.7 2,636.2 26185
Liabilities
83 Deposits...........oooiias 1,509.0 1,537.5 1,567.0 15775 15640 1,566.1 1.589.4 1,596.1 1,603.4 16417 1,582.7 1555.3
84  Transaction. . . 3994 3742 389.1 401.8 380.7 3722 3737 383.1 369.1 4094 3763 378.7
85  Nontransaction 1,109.6 1,163.3 1,177.8 1,175.7 1,183.3 1,193.9 1,215.7 1,213.0 1,2344 1,2323 1,206.4 1,176.6
86 Large time . . . 174.5 2039 2115 2098 2136 2173 2225 2155 2202 2184 2154 2074
87 Other ... 935.1 9594 966.3 965.9 969.7 976.6 993.2 997.5 10142 1,0139 9910 969.1
88 Borrowings .......... 4742 487.1 502.1 5093 524.1 5260 538.1 5427 534.3 540.1 5457 550.3
89  From banks in the U.S.. 2069 184.9 201.8 2094 198.2 198.6 207.6 2079 2118 2134 209.6 196.5
90  From nonbanks in the US. ... 2672 3022 300.2 2998 3258 3273 3305 3348 3225 3266 3362 3538
91 Net due to related foreign offices . . . . 744 70.8 65.6 69.5 823 790 771 728 9.3 578 777 869
92 Other habilities .................. 1554 1627 168.1 1684 1802 176.3 171.0 167.8 1705 167.0 1684 164.1
93 Total liabilities .. ................ 22129 22581 2,302.8 2324.6 2,350.6 23474 23763 23795 23775 2,406.6 2,3744 2,356.6
94 Residual (assets less liabilities)”. . .. 248.1 2578 2564 2537 255.3 2585 259.2 2615 2603 262.1 261.8 2619
MEMO
95 Revaluation gains on off-balance-
sheetitems® ... ... ... .. .. ... 495 382 415 413 50.1 473 475 42 436 456 436 427
96 Revaluation losses on off-balance-
sheetitems® .................. 4.6 413 436 442 529 495 498 45.6 465 47.2 443 434
97 Morigage-backed securities’ . 2099 2166 225.4 2299 2384 2423 2474 2409 2487 2418 2363 235.8
98  Pass-through securities .......... 1420 1494 1542 1573 1623 164.7 169.2 164.5 170.7 164.9 160.8 1610
99  CMOs. REMICs, and other
mortgage-backed securities . . . 679 67.3 709 726 76.1 776 782 764 780 76.5 75.6 74.8
100 Net unrealized gains (losses) on
available-for-sale securities!” . .. —0.5 25 24 22 30 33 30 30 3.1 32 29 28
101 Offshore credit to U.S. residents'" . .. 333 342 344 342 355 36.2 352 355 355 356 354 353

Footnotes appear on p. A21.
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D. Small domestically chartered commercial banks

Billions of dollars

Commercial Banking Institutions—Assets and Liabilities A19

Assets and Liabilities'—Continued

Monthly averages

Wednesday figures

Account 1997 1997" 1998" 1998
Apr. Oct. Nowv. Dec Jan. Feb. Mar. Apr. Apr. 8 Apr. 15 Apr. 22 Apr. 29
Seasonally adjusted

Assets
1 Bankcredit. ...................... 13374 1,409.5 14267 1,4382 14416 14471 14520 1.456.5 14542 14570 1.456.4 14577
2 Securities in bank credit .. .. N 3973 406.1 409.8 412.8 4103 4087 4108 409.5 4104 409.1 408.7 4093
3 U.S. government securities 3145 3233 3252 3274 3250 3233 3231 3195 3201 319.1 3183 3196
4 Other securities ........... 829 827 84.6 85.5 852 854 878 9200 90.2 90.0 903 897
5  Loans and leases in bank credit? . . 940.1 1,003.4 1,016.9 1,0254 10314 1,0384 10412 1,0470 1,043.8 10479 10477 10484
6 Commercial and industrial . . 169.3 1819 183.8 184.8 186.7 188.1 1883 190.1 189.0 190.1 1904 191.0
7 Realestate ............... 496.6 540.1 548.0 5532 5589 564.0 5663 570.7 568.6 5703 5710 5728
8 Revolving home equity . 26.1 287 292 296 29.5 29.6 295 29.3 292 294 294 294
9 Other ............... 4705 5114 518.8 5237 5294 5344 5369 5413 5394 541.0 5416 5435
16 Consumer. . 2076 209.0 2109 2123 2107 2i04 208.1 206.1 204.8 2057 2072 206.8
11 Security’. .. ......... 4.5 52 55 57 56 58 6.2 6.3 69 6.9 6.0 56
12 Other loans and leases. 62.1 67.1 68.7 694 69.5 70.1 722 73.7 744 750 73.1 722
13 Interbank loans .......... 447 56.4 55.8 56.0 564 573 65.1 66.5 66.9 705 66.4 62.2
14 Cash assets® ... . 65.7 70.6 726 71.6 719 728 736 74.6 733 753 749 74.1
15 Otherassets’ ..................... 54.1 619 64.6 629 63.5 649 644 68.6 66.4 700 69.3 69.2
16 Total assets® ..................... 14832 1,578.8 1,600.1 1,609.1 16139 16224 1,635.5 1,646.3 1,641.5 16530 1,647.1 1,6432

Liabilities
17 Deposits . ... .o oviviii i 1,180.3 1,2657 12776 1,283.0 1,286.6 12928 1.3003 1,3076 1,302.9 13170 1307.1 1,302.0
18  Transaction. . ... . 2022 298.8 300.1 2983 297.1 2993 3021 3012 2949 3034 3030 3034
19 Nontransaction 888.1 966.8 9715 9R4.7 989.5 9935 998.2 1,006.4 1,008.0 10137 1.004.1 998.6
20 Large time . .. 1524 165.2 167.2 167.7 1684 1706 171.1 1720 1726 1722 1716 1714
21 er ..... 73512 801.6 810.3 8170 8211 8229 827.1 834.4 8353 8415 8325 8272
22 Borrowings .. 1478 1536 1542 1579 1582 1592 161.4 1634 163.6 163.3 162.5 1647
23 From banks in the U.S. . 764 7Ll 706 724 723 724 722 73.1 733 718 734 739
24 Fromothers.................... 714 825 836 85.5 859 86.7 89.2 904 90.3 91.5 892 908
25 Net due to related foreign offices. . . 44 52 50 43 42 6.1 4.1 35 42 32 31 33
26 Other liabilities ................... 250 278 28.8 29.1 288 294 305 309 306 306 311 315
27 Total liabilities . .................. 1,357.5 14522 1465.6 14744 14778 1,4874 1,496.2 1,5054 1,501.3 15141 1,503.8 1,501.6
28 Residual (assets less liabilities)? . . .. .. 1256 126.5 1345 1347 136.1 1350 1392 1409 1403 138.8 1433 1416
Not seasonally adjusted

Assets
29 Bank credit ............ ...l 1,3432 14095 1,426.1 1,4389 14364 14385 14483 1,462.1 14557 14624 14647 1,465.8
30  Securities in bank credit . 4029 403.4 406. 411.0 408.7 406.6 4122 4150 4147 4148 415.2 4152
31 U.S. government securities 319.6 3212 3224 3258 3236 3212 3242 3245 3243 3244 3244 3249
32 Other securities ........... 833 822 843 85.1 85.1 85.4 88.0 9.5 90.5 905 90.8 903
33 Loans and leases in bank credit? . . 9403 1,006.2 10194 10279 10277 1,031.9 1,036.1 1,047.1 10409 10475 1,049.6 1.050.6
34 Commercial and industrial . . 1716 1804 1826 184.2 1859 187.7 1893 1925 190.7 1923 1934 193.8
35 Realestate ............ . 496.2 5424 5499 554.1 5559 560.2 564.0 5703 5673 569.9 571.0 5732
36 Revolving home equity . 263 289 293 295 294 295 204 295 293 294 296 296
37 Other ............... 469.9 5135 5206 524.6 526.5 5307 5347 540.8 5380 540.5 5414 5435
38 Consumer 206.8 2099 2126 214.7 2124 2102 2062 2052 2030 204.4 2068 2065
39 Security®. ........... 45 52 55 57 56 58 62 63 69 6.9 60 5.6
40 Other loans and leases. 612 68.3 68.8 69.2 68.0 679 704 727 730 740 723 716
41 Interbank loans ............... 46.3 556 59.2 60.1 578 613 68.9 68.6 77.8 771 63.7 55.7
42 Cash assets* 619 706 751 752 73.1 726 719 74.0 725 764 727 738
43 Other assets® 543 62.1 65.1 62.5 61.6 646 643 69.0 674 70.1 684 70.0
44 Total assets® ..................... 1,489.9 1,5782 1,605.9 1,617.0 1,6094 1,617.3 1,633.7 1,653.8 1,653.7 1,666.1 1,649.7 1,645.3

Liabilities

45 Deposits ... ... 1,188.5 12637 1284.1 1,290.8 1285.2 12898 1,301.8 13159 1,320.1 1,3332 1,309.1 1,300.1
46  Transaction. . . .. .. 295.8 2072 3044 3089 299.5 2059 299.0 3047 3017 3135 3027 3014
47  Nontransaction 8927 966.5 979.7 981.9 985.7 993.8 1,002.8 1011.1 1,0184 1,019.7 1,006.4 998.7
48 Large time . .. 1524 165.2 1672 1677 168.4 1706 171.1 1720 172.6 1722 171.6 1714
49 Other ... 7403 8014 8124 814.2 8173 8232 8318 8392 8457 8475 834.8 8273
50 Borrowings ......... 1455 1540 153.7 1586 159.1 1574 1582 161.6 1576 1583 1635 167.1
51  From banks in the US. 759 70.6 69.7 725 727 na 711 727 711 700 743 755
52 Fromothers ................ 70.0 834 84.1 86.2 864 857 87.1 889 86.6 883 89.] 916
53 Net due to related foreign offices ... .. 44 52 50 43 42 6.1 4.1 35 42 32 31 33
54 Other liabilities ................... 250 278 288 29.1 288 294 30.5 309 306 30.6 311 315
55 Total liabilities .. ................. 1,363.9 1,450.7 1471.6 14829 14773 14826 1,494.6 1,511.9 15125 1,5254 1,506.8 1.502.0
56 Residual (assets less liabilities)’ .. .. .. 1260 1275 134.2 134.1 1320 1347 1392 1419 141.2 140.7 1428 1433

MEeEMo
57 Mortgage-backed securities® . ........ 422 489 50.0 S1.1 511 515 52.1 526 527 526 527 523

Footnotes appear on p. A21.
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126 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities'—Continued

E. Foreign-related institutions

Billions of dollars

Monthly averages Wednesday figures
Account 1997 1997 1998 1998
Apr. Oct. Nov. Dec. Jan. Feb. Mar. Apr. Apr. 8 Apr. 15 Apr. 22 Apr. 29
Seasonally adjusted
Assets
I Bank credit. . .......... ... L 5302 5386 548.5° 5440° 568.7 568.6 5659 554.6 5577 549.3 549.3 5578
2 Securities in bank credit .. ... . .. 1700 175.8 192.3 187.2" 193.1 1930 197.3 1912 1969 1858 1839 1948
3 U.S. government securities . ... . . 816 806 79.2 763 812 838 875 872 89.8 814 828 92.7
4 Other securities ............ . 884 95.2° ITERY 109 1119 109.2 1098 1040 107.1 1044 1014 1021
5 Loans and leases in bank credit® . 360.2 3628 356.2" 356.8' 3756 375.6 368.6 3634 3609 3634 3654 363.0
6 Commercial and industrial ..., .. 2193 2225 2214 213 2232 225 2203 2146 2136 2143 2148 2159
7 Realestate .............. .. 316 275 266 259 26.5 259 24.7 240 239 240 241 242
8 Security®. ........ . 40 46.7 417 438 548 54.8 48.8 48.1 46.6 486 500 459
9 Other loans and lea: 654 66.] 664" 65.8° 710 724 747 76.7 76.8 76.6 76.6 770
10 Interbank loans . ...... 188 20.5 237 313 280 24.8 209 202 165 17.8 214 245
11 Cash assets® . .. 334 344 349 335 329 326 34.1 353 36.3 350 358 342
12 Other assets® ..................... 395 2 452" 23 40.6 424 429 424 42 436 417 40.1
13 Total assets® ..................... 621.7 636.1" 652.1" 650.9" 670.0 6682 663.5 6522 654.6 645.5 648.0 6564
Liabilities

14 Deposits. ...t 2519 2677 28 2725 2135 2848 2889 2918 2964 287.8 2870 2947
15 Transaction. .. .. 10.6 104 10.3 9.8 102 10.1 106 11.0 115 LL.6 110 10.1
16  Nontransaction 2413 2572 262.6 262.7 2633 274.7 2783 2807 2849 276.2 2760 284.5
17 Large time . . . 2388 2541 2593 259.9 2615 2728 2766 27198 2838 2749 2751 2842
18 Other .. .. .. 15 31 33 2.8 18 1.8 1.7 09 L1 L3 08 04
19 Borrowings .......... - 1420 155.8 156.3 149.5 1497 1448 1540 165.0 165.6 175.8 160.7 156.7
20 From banks in the U.S. R 331 338 290 259 236 07 259 267 283 370 20.1 206
2l Fromothers.............. o 1089 1220 1273 1236 126.2 122.1 1280 1383 1373 1388 140.6 136.1
22 Net due to related foreign offices. ... . .. 1326 1185 117.1 1217 1396 1347 1185 985 101.2 904 1023 994
23 Other liabilities .. .... ......... ... 917 916 96.0 955 96.5 976 942 %6 909 885 920 90.2
24 Total liabilities . ......... ...... . 6183 6335 6422 6392 659.4 661.9 655.6 6459 654.0 6425 642.0 6409
25 Residual (assets less liabilities)” . ... .. 34 25" 99 1 106 63 79 63 05 30 6.1 155

Not seasonally adjusted

Assels
26 Bank credit . ... oo 5296 534" 5433 5431 565.6 568.0 565.5 5544 556.7 5487 549.6 5578

27  Secunties in bank credit ... 1712 1765 188.7 1834 187.7 1899 1953 1927 199.0 1869 184.3 196.6
28 U.S. government securities 804 8L.1 803 759 792 83.0 882 858 88.8 9.7 80.1 92.1
29 Trading account. . .. ... 166 143 160 137 146 14.1 17.6 184 17.1 100 180 269
30 Investment account . 63.8 66.7 643 622 646 689 706 674 717 69.7 62.1 65.2
31 Other securities ... ... 90.8 954" 108.4° 1074° 108.5 1069 107.1 106.8 1102 1072 104.7 104.5
32 Trading account. . .. 526 556 60.9 60.0 629 61.3 59.7 584 59.7 573 579 583
33 Investment account . . . 38.3 399 47.5° 474 456 456 474 484 50.5 499 46.8 46.1
34 Loans and leases in bank cr .. 3584 361.8 3546 359.7° 3778 378.1 3702 3617 3577 3618 364.8 361.2
is Commercial and industrial ... ... 219.3 2222 2212 2222 2241 2236 210 2146 2133 2143 2153 2155
36 Real estate ............ . 313 28 269 260 266 261 24.7 238 237 238 238 239
37 Security?. ... ........ .. 434 46.7 416 450 49 9 495 476 452 480 49.6 459
38 Other loans and leases. . 644 652 65.0° 66.5 723 734 750 5.7 755 757 760 758
39 Interbank loans 188 205 237 3 280 248 209 202 165 178 214 24.5
40 Cash assets? . .. ... . 319 346 357 35.1 328 320 330 336 340 334 339 329
41 Otherassets’ ..................... 374 419 458" 43.) 41.0 439 429 40.1 415 40.8 390 387
42 Total assets® ..................... 6175 635.2" 64837 6524 667.2 668.6 662.0 648.0 648.5 6404 643.7 653.6
Liabilities
43 Deposits . ... ... 250.1 2675 2723 2756 2716 2826 290.1 290.1 293.1 284.9 2850 205.3
44 Transaction. . .. ... 102 105 102 103 10.1 99 105 106 11.0 11.1 104 100
45 Nontransaction 2399 2570 262.1 2653 2615 2726 2796 2795 282.1 2738 2746 2853
46 Large time . . . 2373 2549 260.5 2642 260.5 214 2786 2785 281.1 2728 2736 2844
47 Other .. ... 26 2.1 16 1.2 1.0 12 L0 10 1.0 10 1.0 10
48 Borrowings ........ 1420 1558 1563 149.5 149.7 144.8 1540 165.0 165.6 1758 160.7 156.7
49 From banks in the U.S. 33.1 338 29.0 259 236 227 259 26.7 283 370 20.1 20.6
50 Fromothers ................ 1089 1220 1273 1236 1262 122.1 1280 1383 1373 138.8 140.6 136.1
S1 Ne: due to related foreign offices . 1312 1177 117.8 126.5 1445 136.0 1177 97.1 93.7 86.3 101.7 1053
52 Other liabilities ............... €09 913 976 96.5 96.5 98.8 944 897 898 875 908 89.8
53 Total liabilities .. ................. 6142 6322 644.0 6482 6623 6622 6562 641.9 6423 6345 638.1 6472
54 Residual (assets less liabilities)”. ... . 33 219 44" 4.2° 49 64 58 6.1 6.2 59 56 6.5
MEMO

55 Revaluation gamns on off-balance-sheet

mems® . . 417 416 428 414 432 404 400 393 403 387 389 390
56 Revaluation 1

sheetitems® ... ....... ... . ... 436 402 420 418 429 40.6 358 389 410 382 382 381

Footnotes appear on p. A2,



Commercial Banking Institutions—Assets and Liabilities A21

NOTES TO TABLE 1.26

NOTE. Tables 1.26. 1.27, and 1.28 have been revised to reflect changes in the Board’s H.8
statistical release, “Assets and Liabilities of Commercial Banks in the United States.” Table
1.27, “Assets and Liabilities of Large Weekly Reporting Commercial Banks,” and table 1.28,
“Large Weekly Reporting U.S. Branches and Agencies of Foreign Banks,” are no longer
being published in the Bulletin. Instead, abbreviated balance sheets for both large and small
domestically chartered banks have been included in table 1.26, parts C and D. Data are both
merger-adjusted and break-adjusted. In addition, data from large weekly reporting U.S.
branches and agencies of foreign banks have been replaced by balance sheet estimates of all
foreign-related institutions and are included n table 1.26, part E. These data are break-
adjusted.

The not-seasonally-adjusted data for all tables now contain additional balance sheet items,
which were available as of October 2, 1996,

1. Covers the following types of institutions in the fifty states and the District of
Columbia: domestically chartered commercial banks that submit a weekly report of condition
(large domestic); other domestically chartered commercial banks (small domestic); branches
and agencies of foreign banks, and Edge Act and agreement corporations (foreign-related
institutions). Excludes International Banking Facilities. Data are Wednesday values or pro
rata averages of Wednesday values. Large domestic banks constitute a universe; data for
small domestic banks and foreign-related institutions are estimates based on weekly samples
and on quarter-end condition reports. Data are adjusted for breaks cansed by reclassifications
of assets and liabilities.

The data for large and small domestic banks presented on pp. A17-19 are adjusted to
remove the estimated effects of mergers between these two groups. The adjustment for
mergers changes past levels to make them comparable with current levels. Estimated
quantities of balance sheet items acquired in mergers are removed from past data for the bank

group that contained the acquired bank and put into past data for the group containing the
acquiring bank. Balance sheet data for acquired banks are obtained from Call Reports, and a
ratio procedure is used to adjust past levels.

2. Excludes federal funds sold to, reverse RPs with, and loans made to commercial banks
in the United States, all of which are included in “Interbank loans.”

3. Consists of reverse RPs with brokers and dealers and loans to purchase and carry
securities.

4. Includes vault cash, cash items in process of collection, balances due from depository
institutions, and balances due from Federal Reserve Banks,

5. Excludes the due-from position with related foreign offices, which is included in *Net
due to related foreign offices.”

6. Excludes unearned income, reserves for losses on loans and leases, and reserves for
transfer risk. Loans are reported gross of these items.

7. This balancing item is not intended as a measure of equity capital for use in capital
adequacy analysis. On a seasonally adjusted basis this item reflects any differences in the
seasonal patterns estimated for total assets and total liabilities.

8. Fair value of derivative contracts (interest rate, foreign exchange rate, other commodity and
equity contracts) in a gain/loss position, as determined under FASB Interpretation No. 39.

9. Includes mortgage-backed securities issued by U.S. government agencies, U.S.
government-sponsored enterprises. and private entities.

10. Difference between fair value and historical cost for securities classified as available-
for-sale under FASB Statement No. 115. Data are reported net of tax effects. Data shown are
restated to include an estimate of these tax effects.

L1. Mainly commercial and industrial loans but also includes an unknown amount of credit
extended to other than nonfinancial businesses.
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1.32  COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING

Millions of dollars, end of period

Year ending December 1997 1998
Item
1993 1994 1995 1996 1997
Dec. Dec. Dec. Dec. Dec. Oct. Nov. Dec. Jan. Feb. Mar.
Commercial paper (scasonally adjusted unless noted otherwise)
T
| Allissuers . ........................... 555,075 595,382 674,904 775371 966,699 921,769 940,524 966,699 973,761 | 1,004,662 | 1,049,222
Financial companies'
2 Dealer-placed paper®, total . ............ 218947 223,038 275815 361,147 513,307 483,489 483,475 513,307 509.950 520,940 550,670
3 Durectly placed paper“. total ... ... .. ... 180,389 207.701 210,829 229,662 252,536 237,544 249,781 252,536 254926 268,001 282,083
4 Nonfinancial companies®. ................ 155,739 164,643 188,260 184.563 200,857 200,736 207,268 200,857 208,886 215,721 216,469
Bankers dollar acceptances (not seasonally adjusted)®
T

STotal. ... 32,348 29,835 29,242 25,754 A

By holder
6 Accepting banks ....... . PP 12,421 11,783
7 Ownbills................. .. 10,707 10.462
8  Bills bought from other banks .......... 1,714 1.321

Federal Reserve Banks
9  Foreign correspondents . ............... 725 410 n.a. na. n.a. n.a. n.a. n.a. n.a n.a. n.a.
10 Others... ... ... .oiiiiiiiiian, 19,202 17,642

By basis
11 Tmports into United States ............... 10,217 10,062
12 Exports from United States. 7.293 6,355
13 AlLOther. . ... oo 14,838 13,417 ¥ \

1. Insututions engaged primarily in commercial, savings, and mortgage banking; sales, S. Data on bankers dollar acceptances are gathered from approximately 100 mstitutions.
personal, and mongage financing; factoring, finance leasing, and other business lending, The reporting group is revised every January. Beginning January 1995, data for Bankers
insurance underwnting; and other investment activities. dollar acceptances are reported annually in September.

2. Includes all financial-company paper sold by dealers in the open market. 6. In 1977 the Federal Reserve discontinued operations in bankers dollar acceptances for

3. As reported by financial companies that place their paper directly with investors. 1ts OWD account.

4. Includes public utilities and firms engaged primarily in such activities as communica-
tions, construction, manufacturing, mining, wholesale and retail trade, transportation, and
services.

1.33 PRIME RATE CHARGED BY BANKS Short-Term Business Loans'

Percent per year

Date of change Rate Period A"r‘;‘;ge Period Avril;:ge Period Avr;:ge
1995—Jan. | . 8.50 8.83 8.50 1997—Jan. 825
Feb 1. 9.00 8.27 8.25 Feb. 825
July 7. 8.75 8.44 8.25 Mar. 8.30
Dec. 20 . 8.50 8.25 Apr. 8.50
8.50 825 May 8.50
1996—Feb. 1 ..o 8.2 9.00 8.25 June 8.50
9.00 8.25 July 8.50
1997—Mar. 26 .. 8.50 9.00 8.25 Aug. 8.50
9.00 8.25 Sept. 8.50
9.00 8.25 Oct. 8.50
8.80 8.25 Nov. 8.50
8.75 825 Dec. .. 8.50
8.75
8.75 1998—1Jan. ... 8.50
8.75 Feb. 8.50
8.65 Mar. 8.50
Apr. 8.50
May .. 8.50
I. The prnme rate is one of several base rates that banks use to price short-term business Report. Data in this table also appear in the Board’s H.15 (519) weekly and G.13 (415)
laans. The table shows the date on which a new rate came to be the predominant one quoted monthly statistical releases. For ordering address, see inside front cover.

by a majonty of the twenty-five largest banks by asset size, based on the most recent Call
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Financial Markets A23

Percent per year; figures are averages of business day data unless otherwise noted

1998 1998, week ending
Item 1995 1996 1997
Jan. Feb. Mar. Apr. Mar. 27 Apr. 3 Apr. 10 | Apr. 17 | Apr. 24
MONEY MARKET INSTRUMENTS
1 Federal funds'>* ... .. g 5.83 5.30 5.46 5.56 5.51 5.49 5.45 543 5.60 5.48 547 5.37
2 Discount window borrowing™ ............ 5.21 5.02 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Commercial paper>*>4
Nonfinancial
3 na n.a 557 5.46 547 5.51 5.49 5.52 5.52 5.49 5.49 548
4 na n.a 5.57 5.44 5.44 5.49 5.48 5.48 5.50 5.47 5.47 5.47
5 na na 5.56 542 5.42 546 546 5.46 546 5.46 545 545
6 n.a na 5.59 5.48 5.49 5.53 5.51 553 5.54 5.50 5.51 5.50
7 na n.a. 559 5.46 547 5.51 5.49 551 5.50 548 5.49 5.48
8 na n.a 5.60 5.44 5.45 5.49 548 5.49 5.49 546 5.48 548
Commercial paper (historical) 3567
9 lmonmth ................ ...l 593 543 5.54 n.a. na. n.a. na. n.a. na n.a. n.a. n.a.
10 3-month ... 593 541 5.58 n.a. na n.a. n.a n.a. na n.a n.a. na
It 6month ................. 593 542 5.62 n.a. n.a. n.a. n.a. n.a. na. na. n.a. na.
Finance paper, directly placed (historical} 3578
12 lmonth ...... . ... ... 5.81 5.31 544 n.a na. n.a. n.a. na. n.a. na. na. n.a.
13 5.78 5.29 5.48 n.a. n.a n.a. na n.a. n.a n.a n.a. na
14 5.68 5.21 5.48 n.a na. n.a. n.a. na. n.a. n.a. n.a. na.
Bankers accep!ances3'5'9
15 3-month ... ...l 5.81 5.31 5.54 548 546 5.50 5.48 5.50 5.49 548 548 548
16 6-month .................. ... ... 5.80 5.31 557 545 541 546 5.44 546 545 545 544 543
Certtficates of deposit, secondary market*'0
17 l-moath ................. ... ... 5.87 535 5.54 5.53 5.53 5.58 5.56 5.58 5.58 5.55 5.56 5.56
18 3-month ... . 592 5.39 5.62 5.54 5.54 5.58 5.58 559 5.58 5.56 557 5.58
19 6-month ..................... ... 5.98 5.47 573 5.56 5.55 5.61 5.63 5.61 5.62 5.58 5.62 5.63
20 Eurodollar deposits, 3-month>!! ... ... 593 5.38 5.61 5.53 553 5.56 5.56 5.56 5.56 5.54 5.56 556
US. Treasury bills,
Secondary marker*>
21 3-month 5.49 5.01 5.06 504 509 5.03 4.95 505 5.00 495 497 494
22 6-month 5.56 5.08 5.18 503 5.07 5.04 5.06 5.02 5.03 501 5.09 5.06
23 l-year .. . 5.60 522 532 4.98 5.04 5.11 5.10 512 5.09 5.03 5.11 512
Auction avel’age3'5'lZ
24 3month ........... ... 5.51 5.02 5.07 5.09 5.11 5.03 5.00 5.03 5.05 4.96 5.04 499
25  6-month . .| 559 5.09 5.18 5.07 5.07 5.04 5.08 4.99 5.08 5.00 5.13 5.06
B B 5.69 523 5.36 5.07 497 5.13 512 n.a. 5.11 n.a. n.a. n.a.
U.S. TREASURY NOTES AND BONDS
Constant maturities
27 lyear ... .. . ..ol 5.94 5.52 5.63 524 531 5.39 5.38 5.39 5.36 5.30 539 5.40
28  2-year 6.15 5.84 599 5.36 542 5.56 5.56 5.57 5.55 547 5.56 5.60
29 3-year 6.25 5.99 6.10 5.38 5.43 5.57 5.58 5.59 5.57 5.50 5.56 5.61
30 5-year 6.38 6.18 6.22 542 5.49 5.61 5.61 5.62 5.58 5.52 5.59 5.65
31 T-year 6.50 6.34 6.33 553 5.60 5.71 5.70 5.69 5.68 5.61 5.67 572
32 10-year .. 6.57 6.44 6.35 5.54 5.57 565 564 5.63 561 555 5.61 567
33 20-year .. 6.95 6.83 6.69 5.88 5.96 6.01 6.00 5.99 597 593 5.97 6.03
34 30-year 6.88 6.71 6.61 5.81 5.89 5.95 592 5.92 5.89 5.86 5.90 5.95
Composite
35 More than 10 years (long-term) ............ 6.93 6.80 6.67 5.87 5.94 6.00 5.98 597 5.95 591 5.95 6.01
STATE AND LOCAL NOTES AND BONDS
Moody's series'?
36 Aaa ... 5.80 552 532 4.88 4.92 503 5.00 4.99 4.97 4.94 5.02 5.01
37 Baa... ....... i .. 6.10 579 5.50 5.04 5.09 525 5.21 521 5.18 5.15 524 523
38 Bond Buyer series 595 576 5.52 5.06 5.10 521 5.23 520 5.19 5.18 521 525
CORPORATE BONDS
39 Seasoned issues. all industries'® . . ... .. ... 7.83 7.66 7.54 6.8 695 7.00 6.99 6.98 6.96 6.94 697 7.01
Ratng group
40 A2a ... 7.59 7.37 727 6.61 6.67 6.72 6.69 6.69 6.67 6.64 6.67 673
41 Aa ... . . 772 755 748 6.82 6.88 6.93 6.90 6.90 6.88 6.86 6.88 6.93
42 A .. ... . 7.83 7.69 7.54 6.93 7.01 7.05 7.03 7.03 7.01 6.99 7.02 7.06
43 Baa. ... i .. 8.20 8.05 7.87 7.19 7.25 732 733 7.30 7.30 7.28 731 735
44 A-rated, recently offered utility bonds™" ... ... .. 7.86 777 7.71 6.97 7.02 7.11 7.10 7.14 6.99 7.09 7.09 7.19
MEMO
Dividend-price ratio'®
45 Common Stocks . ... 2.56 2.19 1.77 1.62 1.55 1.48 143 1.44 1.43 1.44 142 1.41

1. The daily effective federal funds rate is a weighted average of rates on trades through
New York brokers.
2. Weekly figures are averages of seven calendar days ending on Wednesday of the
current week; monthly figures include each calendar day in the month.
3. Annualized using a 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 rates on commercial paper placed by several leading dealers for
firms whose bond rating is AA or the equivalent.
7. Series ended August 29, 1997.
8. An average of offering rates on paper directly placed by finance companies.
9. Representative closing yields for acceptances of the highest-rated money center banks.
10. An average of dealer offening rates on nationally traded certificates of deposit.
11. Bid rates for Eurodollar deposits at approximately 11:00 a.m. London time. Data are
for indication purposes only.
12. Auction date for daily data; weekly and monthly averages computed on an issue-date
basis.

13. Yields on actively traded issues adjusted to constant maturities. Source U.S Depart-
ment of the Treasury.

14. General obligation bonds based on Thursday figures; Moody’s Investors Service.

15. State and local government general obligation bonds maturing in twenty years are used
in compiling this index. The twenty-bond index has a rating roughly equivalent to Moodys’
Al rating. Based on Thursday figures.

16. Daily figures from Moody’s Investors Service. Based on yields to maturity on selected
Jong-term bonds.

17. Compilation of the Federal Reserve. This series 15 an estimate of the yield on recently
offered. A-rated utility bonds with a thirty-year maturity and five years of call protection.
Weekly data are based on Friday quotations.

18. Standard & Poar’s corporate series. Common stach ratio is based on the 500 stocks in
the price index.

NOTE. Some of the data 1 this table also appear in the Board’s H.15 (519) weekly and

.G.13 (415) monthly statistical releases. For ordering address, see inside front cover.
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1.36 STOCK MARKET Selected Statistics

1997 1998
Indicator 1995 1996 1997
Aug. Sept. Oct. Nov, Dec. Jan. Feb. Mar. Apr.
Prices and trading volume (averages of daily figures)'
Common stock prices (indexes)
1 New York Stock Exchange
(Dec. 31, 1965 = 50) ................ 291.18 357.98 456.99 482.39 489.74 499.25 492.14 504.66 504.13 532.15 560.70 578.05
2 Industrial ...... 36740 453.57 574.97 609.54 617.94 625.22 615.65 623.57 624.61 660.91 693.13 711.89
3 Transportation . 270.14 327.30 415.08 439.71 451.63 466.04 453.56 461.04 458.49 485.73 508.06 523.73
4 Utlity....... ... | 11064 126.36 143.87 143.82 145.96 157.83 153.53 165.74 146.25 170.96 191.67 207.32
S Fnance................ ... 238.48 303.94 424.84 446.93 459.86 476.70 465.35 490.30 479.81 508.97 539.47 563.07
6 Standard & Poor’s Corporanon
(194143 = 10> ... ................ 541.72 670.49 87343 9271.74 937.02 951.16 938.92 962.37 96336 |1,023.74 | 1,076.83 | 1,112.20
7 American Stock Exchange
(Aug. 31,1973 =50 .............. 498.13 570.86 628.34 645.59 678.05 702.43 674.37 667.89 665.72 685.73 72237 742.33
Volume of trading (thousands of shares)
8 New York Stock Exchange .............. 345,729 409,740 |[523,254 |506,205 | 541,204 | 606,513 | 531,449 | 541,134 | 632,895 610,958 | 619,366 | 647,110
9 American Stock Exchange ................ 20,387 22,567 na. 24,095 28,252 32873 27,741 27,624 28,199 26,808 28,943 29,544
Customer financing (millions of dollars, end-of-period balances)
10 Margin credit at broker—dealers® . ........ 76,680 97,400 | 126,090 | 119,810 | 126,050 | 128,190 | 127,330 | 126,090 | 127,790 | 135,590 | 140,340 | 140,240
Free credit balaré(es at brokers®
11 Margin accounts® ...................... 16,250 22,540 31,410 23375 23,630 26,950 26,735 31,410 29,480 27,450 27,430 28,160
12 Cashaccounts ...........oviiviiniann 34,340 40,430 52,160 42,960 43,770 47,465 45,470 52,160 48,620 48,640 51,340 51,050
Margin requirements (percent of market value and effective date)’
Mar. 11, 1968 June 8, 1968 May 6, 197¢ Dec. 6, 1971 Nov. 24, 1972 Jan. 3, 1974
13 Margin stocks .......... ... ...l 70 80 65 55 65 50
14 Convertible bonds . 50 60 50 50 50 50
15 Shortsales ...............ccoviuniiinan, 70 80 65 55 65 50

1. Daily data on prices are available upon request to the Board of Governors. For ordering
address, see inside front cover.

2. In July 1976 a financial group, composed of banks and insurance companies, was added
to the group of stocks on which the index is based. The index is now based on 400 industrial
stocks (formerly 425), 20 transportation (formerly 15 rail), 40 public utility (formerly 60), and
40 financial.

3. On July 5, 1983, the American Stock Exchange rebased its index, effectively cutting
previous readings in half.

4. Since July 1983, under the revised Regulation T, margin credit at broker—dealers has
included credit extended against stocks, convertible bonds, stocks acquired through the
exercise of subscription rights, corporate bonds, and government securities. Separate report-
ing of data for margin stocks, convertible bonds, and subscription issues was discontinued in
April 1984,

5. Free credit balances are amounts in accounts with no unfulfilled commitments to

1 b

brokers and are subject to withd Y on d

6. Series initiated in June 1984,

7. Margin requirements, stated in regulations adopted by the Board of Governors pursuant
to the Securities Exchange Act of 1934, limit the amount of credit that can be used to
purchase and carry “margin securities” (as defined in the regulations) when such credit is
collateralized by securities. Margin requirements on securities are the difference between the
market value (100 percent) and the maximum loan value of collateral as prescribed by the
Board. Regulation T was adopted effective Oct. 15, 1934; Regulation U, effective May 1,
1936; Regulation G, effective Mar. 11, 1968; and Regulation X, effective Nov. 1, 1971.

On Jan. 1, 1977, the Board of Governors for the first time established in Regulation T the
initial margin required for writing options on securities, setting it at 30 percent of the current
market value of the stock underlying the option. On Sept. 30, 1985, the Board changed the
required initial margin, allowing 1! to be the same as the option maintenance margin required
by the appropriate exch or 1 ization; such mai margin rules
must be approved by the Secuntlcs and Exchange ‘Commission.
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1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Fiscal year Calendar year
Type of account or operation 1997 1998
1995 1996 1997
Nov. Dec Jan Feb Mar. Apr.
Us budget’
| Receipts, total .............. . ...l 1,351,830 1,453,062 1,579,292 103,481 167,998 162,610 97,952 117930 261,002
2 On-budget. .. 1,000,751 1,085,570 1,187,302 73,690 135,340 123,367 65,051 80,647 216,988
3 Off-budget. .. 351,079 367,492 391,990 29,791 32,658 39,243 32,901 37,283 44,014
4 Outlays, total . . . 1,515,729 1,560,512 1,601,235 120,830 154,361 137,231 139,701 131,743 136,400
5  On-budget .. 1,227,065 1,259,608 1,250,609 91,327 146,647 108,843 109,393 101,967 108,569
6 Off-budget ............. .. 288.664 300,904 310,626 29,504 7,712 28,388 30,309 29,775 27.830
7 Surplus or deficit (-), total . . .. —163,899 —-107.450 —21,943 -17.349 13,639 25,379 —41.750 —-13,813 124,603
8 On-budget ... .......... .. —226,314 —174,038 —103,307 —17.637 -11,307 14,524 —44.342 -21,320 108,419
9 Off-budget ............................ 62,415 66,588 81,364 287 24,946 10,855 2,592 7,508 16,184
Source of financing (total)
lO Borrowmg from the public. ................. 171,288 129,712 38,171 29,108 -1,771 -24,807 30,565 20,137 —60,587
Opemung (decrease, or increase (—)) .. —2,007 —6,276 604 483 —12,107 —8,422 24.027 —11,352 —60,398
12 Other®. . ... ...t .. 5,382 —15,986 —16.832 —12,242 239 7,850 ~12,842 5,028 -3618
MEMO
13 Treasury operating balance (level, end of
period) ... ... .. 37,949 44,225 43,621 19,778 31,885 40,307 16,280 27,632 88,030
14  Federal Reserve Banks . 8,620 7,700 7,692 5,127 5444 5,552 5,037 5490 28,014
15  Tax and loan accounts 29,329 36,525 35,930 14,651 26,441 34,756 11,243 22,141 60,016
1. 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 loaa-
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, Monthly Treasury Statement of
International Monetary Fund (IMF); loans to the IMF; other cash and monetary assets; Receipts and Outlays of the US. Government, fiscal year totals: US. Office of Management
accrued interest payable to the publlc allocations of SDRs; deposit funds; miscellaneous and Budget, Budget of the US. Government.

liability (including checks g) and asset ; seigniorage; increment on gold;
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1.39 US. BUDGET RECEIPTS AND OUTLAYS!
Millions of dollars

Fiscal year Calendar year
Source or type 1996 1997 1998
1996 1997
H1 H2 H1 H2 Feb. Mar Apr.
RECEIPTS
I Allsources .............................. 1,453,062 1,579,292 767,099 707,551 845,527 773,810 97,952 117,930 261,002
2 Individual income taxes, net................. 656,417 731,466 347,285 323,884 400,436 354,072 42,209 39,662 158,284
3 Withheld ........ .... R 533,080 580,207 264,177 279,988 292,252 306.865 54,225 55,290 51811
4 Nonwithheld RN 212,168 250,753 162,782 53,491 191,050 58,069 2,514 7,332 129,520
S5 Refunds.................. ... .ol 88,897 93.560 79,735 9,604 82,926 10,869 14,941 22,973 23,059
Corporation income taxes
6 Grossreceipts ..... .. ... ..ol 189.055 204,493 96.480 95,364 106,451 104,659 3,598 23,153 29910
7 Refunds................. ... .ol 17,231 22,198 9,704 10,053 9,635 10,135 2,769 3,661 2,549
8 Social insurance taxes and contributions, net . . . 509,414 539,371 277,767 240,326 288,251 260,795 44,749 48,027 61,465
9  Employment taxes and contributions? . ... 476,361 506,751 257,446 227,771 268,357 247,794 41,825 47,389 56,544
10 Unemployment insurance . .... . ..... . 28,584 28,202 18.068 10,302 17,709 10.724 2,589 301 4,589
11 Other net nzce)plsl .................... 4,469 4,418 2,254 2.245 2,184 2,280 335 337 332
12 Excise taxes. .. .. ...... .........o.o.o..s 54,014 56,924 25,682 27,016 28,084 31,132 4,791 4,499 5.742
13 Customs deposits .... . ...... . 18,670 17,928 8,731 9,299 8,619 9,679 1,454 1,412 1,428
14 Estate and gift 1axes . . ... . . 17,189 16.845 8,775 8,835 10,477 10,262 1,500 1,845 4,198
15 Miscellaneous l'c(:eiph4 25,534 25,465 12,087 12,888 12.866 13,347 2,420 2,994 2,525
OUTLAYS
16 Alltypes ... ... .. .. i e 1,560,512 1,601,235 785,368 800,177" 797418 824,362" 139,701 131,743 136,400
17 National defense ................ ... ..... 265,748 270,473 132,599 139,402 132,698" 140,873 20,492 20,326 22,065
18 International affairs. ............... 13,496 15,228 8,076 8,532 5,740 9,420 364 979 1,460
19 General science, space, and technaology. . .. 16,709 17,174 8,897 8.260 8,938" 10,040 1,404 1,617 1,702
20 ENeIgy. ...t o o 2,844 1,483 1.356 695 803 411 —43 40 -34
21 Natural resources and environment . .. 21,614 21,369 10,254 10,307 9,627 11,106 1,746 1,556 1,575
22 Agriculture ......... o 9,159 9,032 73 11,037 1,465 10,590 329 283 119
23 Commerce and housing credit .. ............. -10472 —14,624 -6,885 —5,899 ~7.575 —-3,526 —1,065 -972 —814
24 Transportation.................... . 39,565 30,767 18,290 21,512 16,847 20,414 2,504 2,734 2,511
25 Community and regional development 10,685 11.005 5,245 5,498 5.675 5,749 669 503 1121
26 Education, training, employment, and
social services. ... ...... ........ .. $2,001 53,008 25979 27,524 25,080 26,851 6.535 2.888 4,428
27 Health ...... ... ..o i 119,378 123.843 59,989 61,595 61,809 63,552 9.735 10,876 11,259
28 Social security and Medicare . . . .. B 523,901 555,273 264,647 269,412 278,863 283,109 46,810 45815 48,351
29 Income SeCurity. .. ... . ...l il .o 225,989 230,886 121,186 107,631 124,034 106,353 28,194 22,853 20,757
30 Veterans benefits and services . . 36,985 39,313 18,140 21,109 17,696 22,077 3,386 1,883 4,056
31 Administration of justice 17,548 20,197 9,015 9,583 10,671° 10,212 2,026 1,764 1,757
32 General government . . .. 11,892 12,768 4,641 6,546 6,623 7,302 108 1,012 1,178
33 Netinterest® ... ............,... . 241,090 244,013 120,576 122,573 122,654 122,620 19,901 20.651 20,961
34 Undistributed offsetting receip156 -37.620 —-49.973 —16,716 -25,142 —24,235 —22,795 —3,394 —3.064 —6,054
1. Functional details do not sum to total outlays for calendar year data because revisions to 4. Deposits of earnings by Federal Reserve Banks and other miscellaneous receipts.
monthly totals have not been distributed among functions. Fiscal year total for receipts and 5. Includes interest received by trust funds.
outlays do not correspond to calendar year data because revisions from the Budger have not 6. Rents and royalties for the outer continental shelf, U.S. government contributions for
been fully distributed across months. employee retirement, and certain asset sales.
2. Old-age, disability. and hospital insurance, and railroad retirement accounts. SOURCE. Fiscal year totals: U.S. Office of Management and Budget, Budget of the US.
3. Federal employee retirement contributions and civil service retirement and Government, Fiscal Year 1999. monthly and half-year totals: U.S. Department of the Trea-

disability fund. sury, Monthly Treasury Statement of Receipts and Outlays of the US. Government.



1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars, end of month
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1696 1997 1998
Item
Mar. 31 June 30 Sept. 30 Dec. 31 Mar. 31 June 30 Sept. 30 Dec. 31 Mar. 31
| Federal debt outstanding .......................... 5,153 5,197 5,260 5,357 5415 5.410 5,446 5,536 n.a.
2 Public debt securities. .. ......... ..o 5,118 5.161 5,225 5323 5,381 5,376 5413 5.502 5542
3 Held by public. .. .. . 3,764 3,739 3778 3,826 3.874 3,805 3815 3,847
4 Held by agencies 1,354 1,422 1.447 1497 1,507 1,572 1,569 1,656 T
5 ARENCY SECUMES. . .. ..\t 36 36 35 34 34 34 33 34 n.a.
6 Held by publlclA ce 28 28 27 27 26 26 26 27
7  Held by agencies 3 8 8 8 8 7 7 7
8 Debt subject to statutory limit. .......... ... ... 5,030 5,073 5,137 5237 5,294 5,290 5328 5417 5457
9 Public deb& SECUMLIES. . v 5.030 5,073 5,137 5.237 5294 5,290 5,328 5416 5,456
10 Otherdebt' . ... ... . ... .. ... s 0 0 0 0 0 0 0 0
MEMO .
11 Stattory debt mmit . ........ ... ... L 5,500 5,500 5.500 5,500 5,500 5,500 5,950 5,950 5.950

1. Consists of guaranteed debt of U.S. Treasury and other federal agencies, specified
participation certificates, notes to international lending organizations, and District of Colum-
bia stadium bonds.

141

Billions of dolars, end of period

SOURCE. U.S. Department of the Treasury, Monthly Statement of the Public Debt of the
United States and Treasury Bulletin.

GROSS PUBLIC DEBT OF U.S. TREASURY  Types and Ownership

1997 1998
Type and holder 1994 1995 1996 1997
Q2 Q3 Q4 Qi
1 Total gross publicdebt ..... .. .. .. ... .. ... ... ..l 4,800.2 4,988.7 5,323.2 5,502.4 5,376.2 5.413.2 5,502.4 55424
By nype
2 Imterest-beanng ............. ... i 4,769.2 4,964.4 5,317.2 54949 53705 5,407.5 54949 55353
3 Marketable . . . 3,126.0 3,307.2 3.459.7 3,456.8 34331 3,439.6 3,456.8 3.467.1
4 Bills.... 7338 760.7 7774 7154 704.1 701.9 7154 720.1
5 Notes . . 1.867.0 2,010.3 21123 2,106.1 2,132.6 2,1222 2,106.1 2.091.9
6 Bonds........................ 5103 521.2 555.0 587.3 565.4 576.2 587.3 598.7
7 Inflation-indexed notes' and bonds. na. n.a. n.a. 330 159 244 330 418
8  Nonmarketable®. ....................... ... 1,643.1 1,657.2 1,857.5 2,038.1 1,9374 1.967.9 2,038.1 2.068.2
State and local government series .............. 132.6 104.5 101.3 124.1 107.9 1119 124.1 139.1
10 Foreign issues™. ................ 425 408 374 36.2 354 349 36.2 354
11 Government . 42.5 408 474 36.2 354 349 36.2 364
12 Public............ .0 .0 0 .0 0 0 0 0
13 Savings bonds and notes 177.8 181.9 1824 181.2 1827 182.7 181.2 181.2
14 Governmen! account seri e A 1,259.8 1,299.6 1,505.9 1,666.7 1,581.5 1.608.5 1,666.7 1,681.5
15 Non-interest-bearing ..... ........ ... o iiieiiia i 310 243 6.0 7.5 57 56 75 7.2
By holder®
16 U.S. Treasury and other federal agencies and trust funds............... 1,257.1 4,304.5 1,497.2 1,655.7 1,571.6 1,598.5 1,655.7
17 Federal Reserve Banks ................... ... .... 3741 391.0 4109 4519 426. 436.5 4519
18 Private investors .. ... 3,168.0 3,294.9 3411.2 3,3934 3,361.7 3,3889 3,3934
19 Commercial banks. . .. 290.4 278.7 2617 260.0 265.7 261.6 260.0
20 Money market funds . 67.6 71.5 91.6 87.8 774 75.8 87.8
21 Insurance companies . . B 240.1 2415 214.1 2140 216.0 2144 2140
22 Other companies ... ..., .. . 224.5 228.8 25835 265.0 261.0 266.5 265.0 n.a.
23 State and local treasuries™. ... ..o i 540.2 215 363.7 3340 3453 336.4 334.0
Individuals
24 Savings boqd; ............................................. 180.5 185.0 187.0 186.5 186.3 186.2 186.5
25 Other securities . . . .. . . 150.7 162.7 169.6 168.4 169.1 168.6 168.4
26 Foreign and international” .., 688.6 862.2 11318 12782 1,221.7 1.266.8 1.278.2
27 Other miscellaneous nvestors’™” 785.5 843.0 7332 599.4 619.2 612.6 599.4

. The U.S. Treasury first issued inflation-indexed notes during the first quarter of 1997.
. Includes (not shown separately) securities issued to the Rural Electrification Administra-
tion, depository bonds, retirement plan bonds, and individual retirement bonds.

3. Nonmarketable series denominated in dollars, and series denominated in foreign cur-
rency held by foreigners.

4. Held almost entirely by U.S. Treasury and othes federal agencies and trust funds.

5. Data for Federal Reserve Banks and U.S. government agencies and trust funds are actual
holdings; data for other groups are Treasury estimates.

6. Includes state and local pension funds.

7. In March 1996, in a redefinition of series, fully defeased debt backed by nonmarketable
federal securities was removed from “Other miscellaneous investors” and added to *State and
local treasuries.” The data shown here have been revised accordingly.

N o—-

8. Consists of investments of foreign balances and international accounts in the United
States.

9. Includes savings and loan associations, nonprofit institutions, credit unions, mutual
savings banks, corporate pension trust funds, dealers and brokers, certain U.S. Treasury
deposit accounts, and federally sponsored agencies.

SOURCE. U.S. Treasury Department, data by type of security, Monthly Statement of the
Public Debt of the United States; data by holder, Treasury Bulletin.
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1.42 U.S. GOVERNMENT SECURITIES DEALERS Transactions'
Millions of dollars, daily averages
1998 1998, week ending
ftem
Jan. Feb, Mar Mar. 4 Mar. 11 Mar. 18 Mar. 25 Apr. 1 Apr. 8 Apr. 15 Apr. 22 Apr. 29
OUTRIGHT TRANSACTIONS?
By type of security
I US. Treasury bills ................ 26,208 39,988" 35,701 50,598" 32,611° 27,647 31,602° 43.584 36,486 47,926 32172 38,463
Coupon securities, by maturity .
2 Fiveyearsorless.. ....... ..... 85,024 120,542" | 119,974 | 140,638" | 110,179" | 105,770" | 119,612" | 134927 | 116.132 98,456 93,500 132,337
3 More than five years .. ... | 51,980 82,796" 64,952 85,9407 62,329 60,799" 57,352" 67,180 84,844 54,609 52,391 63,256
4 Inflation-indexed................... 493 412 570 267 312 336 696 3,346 1316 1,381 1,083
Federal agency
5 Discount notes . ................... 36,835 38,968 41,752 35,848 36,799 36,241 46,898 40,084 40,436 38,736 36,834
Coupon securities, by maturity
6 Oneyearorless................. n.a. 1,738 2,086 1.559 1,362 1,355 3,195 2.913 987 1,481 1,683 2,141
7 More than one year, but less than
or equal to five years. . 3,452 4,051 5714 3,618 3,531 4,149 3,873 3,940 4,512 4,166 3,774
8  More than five years ... .. BN 2,676 2,425 2,556 1,996 3,067 1,593 3,103 5277 2,598 1,968 2,354
9 Mortgage-backed .................. 49.482 64,305 62,728 54.896 92,600 58,456 48,003 55,006 96,057 70,033 52,683 55,953
By type of counterparty
‘With interdealer broker
10 US Treasury .............. .... 94,063 138,024" 125,029 153,150 | 117,552" | 113,762" | 119,729" 133,994 135974 109.897 97,073 129,930
11 Federal agency. .. BN 1,224 1,987 2,101 2,179 2,227 2.047 1,519 2,681 3,115 2,558 2,070 1,831
12 Mortgage-backed ................ 16,441 21,100 19,793 17.854 27,155 19,820 17,348 15,069 28,495 21,460 | 20433 16,318
With other
13 US. Treasury ................... 73,148 105,795° 96,010 | 124,596 87,834° 80.766" 89,174" | 112,392 | 104,834 92,410 82,372 105,210
14 Federal agency . .. ... 30,169 42,715 45,429 49,402 40,598 42,704 43,659 54,106 47,173 46,468 44,483 43,272
15 Mortgage-backed . ............... 33,042 43,204 42,934 37,041 65,445 38,636 30,655 39,937 67,562 48,572 32,250 39,635
FUTURES TRANSACTIONS®
By rype of deliverable security
16 U.S. Treasury bills ....... NERERREER 165 244 289 3617 224 1947 5297 133 83 530 114 39
Coupon securities, by maturity
17 Fiveyearsorless................ 2,107 2,549 2,555 4,367 2,177 3,071° 1,475 2,375 2,598 1,844 1,347 2,417
18 More than five years .. <o o11,348 16,512 15909 | 21,656" | 159427 | 16,711° | 13.856" | 13,120 17,193 13302 | 10,835 14,885
19 Inflation-indexed................... 0 0 0 0 0 0 0 ) 0 0 )
Federal agency
20 Discount notes . ................... [ 0 0 0 0 0 0 0 0 0 0
Coupon securities, by maturity
21 Oneyearorless................. a Q 0 0 0 0 0
22 More than one year, but less than f.a 0 0 0 0 0
or equal to five years
23 More than five years .. g 8 g 8 8 8 g 8 8 8 8
24 Mortgage-backed ....... ... ... .. 0 h 0 0 0 0 0 0 0 0 h
OPTIONS TRANSACTIONS*
By tvpe of underlying security
25 US. Treasury bills ................. 0 0 0 0 0 0 0 0 0 0 0 0
Coupon securities, by maturity
26 Fiveyearsorless................ 2,173 2,652 2,305 3,467 2,674 1,703 2,282 1,754 1,856 2,775 2,308 2,828
27 More than five years . 3742 6,080" 5,422 6.231" 6,564° 3.951" 4,801° 6,002 6,382 4,438 4917 7.365
28 Inflation-indexed................... 0 0 0 0 0 0 0 0 4] 100 0
Federal agency
29 Discount notes .................... 0 0 0 0 0 0 0 0 0 0 0
Coupon securities, by maturity
30 Oneyearorless................. n.a. 0 0 0 0 0 0 0 0 0 0 0
31  More than one year, but less than
or equal to five years 0 0 0 0 0 0 0 0 na. na. 0
32 More than five years . ... o 0 0 0 0 0 0 0 0 0 0 0
33 Mortgage-backed ...... ........... 428 636 602 602" 754 417" 646" 587 745 914 447 990

1. Transactions are market purchases and sales of securities as reported to the Federal
Reserve Bank of New York by the U.S. government securities dealers on its published list of
primary dealers. Monthly averages are based on the number of trading days in the month.
Transactions are assumed to be evenly distributed among the trading days of the report week.
Immediate. forward. and futures transactions are reported at principal value. which does not
include accrued interest; options transactions are reported at the face value of the underlying
securities.

Dealers report cumulative transactions for each week ending Wednesday.

2. Outnight transactions mclude immediate and forward transactions. Immediate delivery
refers to purchases or sales of securities (other than mortgage-backed federal agency securi-
ties) for which delivery is scheduled in five business days or less and ‘“‘when-issued”
securities that settle on the issue date of offermg. Transactions for immediate delivery of mongage-
backed agency securities include purchases and sales for which delivery is scheduled in thirty business
days or less. Stripped securities are reported at market value by maturity of coupon or corpus.

Forward transactions are agreements made in the over-the-counter market that specify
delayed delivery. Forward contracts for U.S. Treasury securities and federal agency debt
securities are included when the time to delivery is more than five business days. Forward
contracts for mortgage-backed agency securities are included when the time to delivery is
more than thirty business days.

3. Futures transactions are standardized agreements arranged on an exchange. All futures
transactions are included regardless of time to delivery.

4. Options transactions are purchases or sales of put and call options, whether arranged on
an organized exchange or in the over-the-counter market, and include options on futures
contracts on U.S. Treasury and federal agency securities.

NOTE. “n.a.” indicates that data are not published because of insufficient activity.

Major changes 1n the report form filed by primary dealers induced a break in the dealer data
series as of the week ending January 28, 1998.
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1.43 U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing'
Millions of dollars
1998 1998, week ending
Item
Jan. Feb. Mar. Mar. 4 Mar. 11 Mar. 18 Mar 25 Apr. | Apr 8 Apr. [5 Apr. 22
Positions’
NET OUTRIGHT POSITIONS®
By rype of secunity
1 US. Treasury bills .. ................. 12,567 8,517 16,723 14,758 14,989 16,613 15.195 21,969 23.704 21,401 13,518
Coupon securities, by maturity
2 Fiveyearsorless.................. —12,119 -7,847 —11.431 15232 —16412 —13,544 —1.981 - 11,646 —11,992 ~14,310 —20.678
3 More than five years Lo —17,495 -21431 —23,667 —22,004 -26,879 —22,672 —24,588 =21,115 -21.661 ~25413 —26,804
4 Inflation-indexed..................... 1,422 1.099 1,004 958 1,164 1.232 1.097 2536 2,132 1.592
Federal agency
5 Discountnotes . ..................... 18,759 16,943 16.681 22,16t 15,785 14512 15,215 17,680 20,726 18,940
Coupon securities, by maturity
6 Oneyearorless................... n.a. 3,013 3,593 3449 3,971 3,453 4,098 2,824 3,553 3,276 3,580
7 More than one year, but less than
or equql tofiveyears. ... ... .. .. 5,753 7,378 7.880 7,118 7,763 6,973 7,372 7935 8,629 8,556
8  More than five years 8,898 9,095 8,680 9,507 10,037 8,676 8.280 11,530 11,823 12,385
9 Mortgage-backed .. .......... ... 46,961 50,013 51,110 43,178 54,641 53,106 46,506 51,988 63,690 58,167 52,983
NET FUTURES POSITIONS®
By type of deliverable security
10 US Treasury bills .. .. ... ..... ... ... —3.588 —4,.872 —2,503 —4,878 -4374 —3218 —616 —103 —86 —-1,581 —1.325
Coupon securities, by maturity
Il Fiveyearsorless.................. —1,082 -752 2,023 4,283 3,834 762 1,431 565 —1.069 —696 329
12 More than five years .. | —25,767 —18,954 —15.929 —12,575 ~12,165 —18,719 -18.145 -16,718 -21,091 —17,265 —15,953
13 Inflation-indexed. ... ................. 0 [¢] G Q Y 0 a 0 ] Y
Federal agency
14 Discount notes . ...............o.u.ns 0 0 0 0 0 0 0 0 0 0
Coupon securities, by maturity
[5 Oneyeararless................... na. 0 0 0 0 0 0 0 0 4] 0
16  More than one year, but less than
or equal to five years 0 0 0 0 0 0 0 0 0 0
17 More than five years 0 0 0 0 0 0 0 0 0 0
18 Mortgage-backed ........... ........ 0 0 0 0 0 ) 0 ] 0 0 1]
NET OPTIONS POSITIONS
By type of delwverable security
19 US. Treasury bills .. ................. 0 0 0 0 0 0 0 0 0 0 0
Coupon secunties, by maturity
20  Five years orless. .. -667 -1,366 1,215 —743 641 2,782 1433 1,1g 1,655 388 465
21 Mqre than five years . S 3,022 2,729 3,020 2328 3,500 3,258 3,766 1.771 3,691 1.749 1011
22 Inflation-indexed..................... n.a. n.a. n.a. na. n.a. n.a. n.a. 0 0 154
Federal agency
23 Discountnotes . . .......... e 0 0 0 0 Q 0 0 0 0 0
Coupon securities, by maturity
24 Oneyearorless................... na. 0 0 0 0 0 0 0 0 0 0
25  More than one year, but less than
or equal to five years........... l 0 4] 0 0 0 0 0 0 na. n.a
26 More than five years n.a. n.a. n.a. .a. n.a. n.a. na. n.a. n.a. n.a.
27 Mortgage-backed .................... 701 907 1,119 2,148 1,253 1,098 1,022 415 -34 55 288
Financing5
Reverse repurchase agreements
28 Overnight and continuing . .......... .. 324,675 352,684 358,975 384,614" | 364077° | 355,155 334,677 368,925 374,177 357.521 358.878
29 Term........o.o 746,499 | 722,028 758,517 | 689.804 736,348 786.546 802,422 746,266 799,086 | 801.292 836,706
Securities borrowed
30 Overnight and continuing 214,756 214,345 212,345 | 218,488" | 2213617 | 211,727° | 209,703 206,211 207,284 211,269 205,611
31 Term ..o 88,880 80,881 89.654 84,980 86,934 90,597 92,059 92,064 95,425 95,220 104,223
Securi{ies received as pledge
32 Overnight and continving ............. 5.127 4.208 2.823 2,955 2.817° 2,652° 2,652 2.836 2,749 2,853 3,032
IBTerm...ooooiiii 152 237 204 221" 247 na. na. na. na. na. na.
Repurchase agreements
34 Overnight and continving ............. 715,197 | 735160 | 740803 | 747,707 | 739482 | 758664 | 712405 | 750037 | 773282 | 808266 | 810,360
35 Term ..o 656432 | 639,985 | 671254 | 611323 | 647,681 | 698755 | 718590 | 651398 | 708229 | 703484 | 727513
Securities loaned
36 Overnight and continung ............. 8,157 8,531 9819 9,453 9,349" 9,502 9,987 10,816 11,669 11,533 12,062
37 Term ..o 4,645 3.880 4232 4.396" 4,148' 4,858" 4,698 2,987 2,509 1917 2024
Securities pledged
38 Overnight and continuing ............. 52,182 55,551 53,813 52,338" 53,139" 54,2227 53,543 50,774 49,323 50,241 48,493
39 Term. 5,019 3111 5,336 3,451 3,587 6,311 6,169 6,500 6.242 5,964 6.350
Collateralized loans
40 Total ... 14,467 9.536 12,421 11,863 11,895 12,454 12,852 12.865 13.882 14476 13,481

1. Data for pasitions and financing are obtained from reports submitted to the Federal
Reserve Bank of New York by the U.S. government securities dealers on its published list of
primary dealers. Weekly figures are close-of-business Wednesday data. Positions for calendar
days of the report week are assumed to be constant. Monthly averages are based on the
number of calendar days in the month.

2. Securities positions are reported at market value.

3. Net outright pasitions include immediate and forward positions. Net immediate posi-
tions include securities purchased ar sold (other than mortgage-backed agency securities) that
have been delivered or are scheduled to be delivered in five business days or less and
“when-issued” securities that settle on the issue date of offering. Net immediate positions for
mortgage-backed agency securities include securities purchased or sold that have been
delivered or are scheduled to be delivered in thirty business days or less.

Forward positions reflect agreements made in the over-the-counter market that specify
delayed delivery. Forward contracts for U.S. Treasury securities and federal agency debt

securities are included when the time to delivery is more than five business days. Forward
contracts for mortgage-backed agency securities are included when the time to delivery is
more than thirty business days.

4. Futures positions reflect standardized agreements arranged on an exchange. All futures
positions are included regardless of time to delivery.

5. Overnight financing refers to agreements made on one business day that mature on the
next business day; continuing contracts are agreements that remain in effect for more than one
business day but have no specific maturity and can be terminated without advance notice by
either party; term agreements have a fixed matunty of more than one business day. Financing
data are reported in terms of actual funds paid or received, including accrued interest.

NOTE. "n.a ” indicates that data are not published because of insufficient activity.

Major changes in the report form filed by primary dealers induced a break in the dealer data
series as of the week ending January 28, 1998.
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding

Millions of dolars, end of period

1997 1998
Agency 1994 1995 1996 1997
Oct. Nov, Dec. Jan. Feb.
1 Federal and federally sponsored agencies. ... ..... ........ ... 738,928 844,611 925,823 | 1,022,609 | 1,003,177 | 1,014,907 | 1,022,609 | 1,032,486 | 1,038,348
2 Federal agencies. .. ... ....... ... .. ... il 39,186 37,347 29,380 27,792 27.356 27,500 27,792 27,110 27,101
3 Defense Depanmenl 6 6 6 6 6 6 6 6 6
4 Expon-Impornt Bank* 3,455 2,050 1,447 552 1,295 1,295 552 682 549
5  Federal Housing Admunistration” ........................... 116 97 84 102 68 93 102 133 79
6 Government Nali?nal Mortgage Association certificates of
participation” ... n.a. n.a. n.a. na. n.a. na. n.a. n.a. n.a
7  Postal Service® ... ....... 8,073 5,765 n.a. na. n.a. n.a. n.a. n.a. n.a.
8  Tennessee Valley Authority. .. .. .. 27536 29,429 27,853 27,786 27,350 27,494 27,786 27.104 27,095
9 United States Railway Association® ...... ... ............ n.a. na. na. na. na. na. na. na. na.
10 Federally sponsored agencies’ 699,742 807.264 896,443 994,817 975,821 987,407 994,817 | 1,005,376 | 1,011,247
11  Federal Home Loan Banks 205817 243,194 263.404 313,919 302,310 308,745 313919 311,385 312,017
12 Federal Home Loan Mortgage Corporation . 93,279 119,961 156,980 169.200 172,433 174,900 169,200 181.948 184,100
13 Federal National Mongage Association . . . 257,230 299.174 331,270 369.774 356,149 361,602 369,774 370,524 373,574
14  Farm Credit Banks® . ............. ... 53,175 57,379 60,053 63.517 61,093 61,093 63,517 61,317 61,177
15 Student Loan Markeling Association’ 50,335 47,529 44,763 37.717 43.000 40,321 37,717 39375 39,570
16  Financing Corporauon O . 8,170 8.170 8,170 8.170 g,170 8,170 8.170 8,170 8,170
17  Farm Credit Financial Assistance Corporatlon 1,261 1,261 1,261 1,261 1,261 1,261 1,261 1,261 1,261
18  Resolution Funding Co!'porahonl ........................... 26,996 29.996 29,996 26.996 29.996 29,996 29,996 29.996 29,996
MEMO
19 Federal Financing Bank debt'” ... ... .. ............ 103,817 78,681 58,172 49,090 48,698 32,523 49,090 48,321 47,341
Lending to federal and federally sponsored agencies
20 Export-Impart Bank® .. 3,449 2.044 1431 552 1.295 1.295 552 549 549
21 Postal Service” . ...... .......... 8.073 5.765 n.a. na. na. na. na. n.a. n.a.
22 Student Loan Marketing Association . n.a. n.a. n.a. na. na. na. na. n.a. n.a.
23 Tennessee Valley Authority. . PR 3.200 3,200 n.a. n.a. na. n.a. n.a. n.a. na
24 United States Railway Assocmllon .......................... n.a. na. na na. n.a. na. n.a, n.a n.a
Other lending'*
25 Farmers Home Administration. ... ... ... ...... ... ..ol 33,719 21.015 18,325 13.530 13,530 13,530 13,530 13,530 13,160
26 Rural Electrification Administration . . 17,392 17.144 16,702 14,898 14.819 14,819 14,898 14,841 14,852
27 Other. ... o 37,984 29,513 21,714 20,110 19.054 2,879 20,110 19,401° 18,780

under family housing and homeowners assistance programs.
2. Includes participation centificates reclassified as debt beginning Oct. 1, 1976.
3. On-budget since Sept. 30, 1976.
4. Consists of debentures issued in payment of Federal Housing Administration insurance
claims. Once issued, these securities may be sold privately on the securities market.

1. Consists of mortgages assumed by the Defense Department between 1957 and 1963

10. The Financing Corporation. established in August 1987 to recapitalize the Federal
Savings and Loan Insurance Carporation, undertoak its first borrowing in October 1987.

11. The Farm Credit Financial Assistance Corporation, estabhished 1n January 1988 to
provide assistance to the Farm Credit System, undertook its first borrowing mn July 1988.

12. The Resolution Funding Corporation, established by the Financial Institutions Reform,
Recovery, and Enforcement Act of 1989, undertook its first borrowing in October 1989.

5. Certificates of participalion issued before fiscal year 1969 by the Government National
Mortgage Association acting as trustee for the Farmers Home Administration, the Department
of Health, Education, and Welfare, the Department of Housing and Urban Development, the
Small Business Administration, and the Veterans Administration.

6. Off-budget.

7. Includes outstanding noncontingent liabilities: notes, bonds, and debentures. Includes
Federal Agricultural Morgage Corporation, therefore details do not sum to total. Some data
are estimated.

8. Excludes borrowing by the Farmi Credit Financial Asststance Corporation, which is
shown on line 17.

9. Before late 1982, the association obtained financing through the Federal Financing Bank
(FFB). Borrow:ing excludes that obtained from the FFB, which is shown on line 22.

13. The FFB, which began operations in 1974, is authorized to purchase or sell obligations
issued, sold, or guaranteed by other federal agencies. Because FFB incurs debt solely for the
purpose of lending to other agencies, its debt s not included in the main portion of the table to
avoid double counting.

14. Includes FFB purchases of agency assets and guaranteed loans; the latter are loans
guaranteed by numerous agencies. with the amounts guaranteed by any one agency generally
being small. The Farmers Home Administration entry consists exclusively of agency assets,
whereas the Rural Electrification Administration entry consists of both agency assets and
guaranteed loans.



Securities Markets and Corporate Finance A31

1.45 NEW SECURITY ISSUES Tax-Exempt State and Local Governments
Millions of dollars

1997 1998
Type of issue or issuer,
or use 1995 1996 1997
Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr.
1 Al issues, new and refunding’ . ..................... 145,657 | 171,222 | 214,693 | 21,499 21,898 20,207 21,342 16,770 21,306 27,858 20,271
By type of issue
2 General obligation .................... . ... ... 56,980 60,409 69,934 3,590 7,837 5,713 8,005 5,608 9.893 9.597 8.069
B3 REVENUE .. .. ... . 88,677 | 110,813 | 134989 | 17.909 14,061 14,4%4 13337 11,162 11.413 18,261 12,202
By type of issuer
48t@ate .. g | 14,665 13,651 18,237 1,278 2,392 509 1,702 1,268 2,420 2,375 3,848
5 Special district or statutory authority ... | 93500 [ 113,228 | 134919 14,890 13,195 13,586 15,600 11,794 14,228 19,629 12,504
6 Municipality, county, or township .................... 37,492 44,343 70,558 16,592 13,920 5,920 4,098 3,708 4,658 5,859 4219
7 Issnes for mew capital ......... ... .. ... ... ... .. 102,390 | 112,298 | 127,928 | 10,158 12,981 12,979 13,487 9,696 12,538 15,134 12,616
By use of proceeds
8 EdUCAtioN . ... 23,964 26,851 31,860 1,943 2,647 2,973 2,981 2,338 3,525 4,297 4.080
9 Transportation ......... S 11,890 12,324 13,951 2,654 1.215 1,420 1,144 1,521 1,760 771 1,089
10 Utilities and conservation . 9.618 9,791 12,219 907 1,402 1,217 683 598 687 1,866 749
11 Social welfare ..... ... ..o 19,566 24,583 27,794 2.305 2341 4,090 2,940 1,540 2,903 3,104 na.
12 Industrial aid .. .. 6.581 6,287 6,667 441 729 574 897 448 581 1,236 678
13 Other purposes ..............viiiiivniiiinnianann, 30,771 32,462 35,095 1.908 4,642 2,705 4,842 3,251 3,082 3,860 3,255
1. Par amounts of long-term issues based on date of sale. SOURCE. Securities Data Company beginning January 1990; Investment Dealer’s
2. Includes school districts. Digest before then.
1.46 NEW SECURITY ISSUES U.S. Corporations
Millions of dollars
1997 1998
Type of issue, offering,
or issuer 1995 1996 1997
Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar.
1 Allissues' .. ... iiiiiiiiiiai 673,779 na. na. 52,117 85,001 71,219 58,350 63,992 73,614" 74,976 111,832
2Bonds?. ... 573,206 na. n.a. 46,576 75,166 58,166 46,543 55,973 66,198" 64,0117 94,323
By nype of offering
3 Public, domestic . .............. ...l 408,804 465489 | 537,810 40,840 60,226 46,967 42,969 54,443 55,647 51,595" 81,453
4 Private placement, domestic® . e 87,492 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
58oldabroad....................... ... 76,910 83,433 103.188" 5,736 14,941 11,199 3,574 1,530 10,551° 12,416 12,870
By industry group
6 Manufacturing .............. ... ... 61,070 49,476 47213 5,087 3,534 4,668 2,152 2,976 10,079" 4,455 7,718
7 Commercial and miscellaneous . R 50,689 40,544 42,765 3,196 4,330 7,982 1,166 1,978 5,397 3.275° 4,435
8 Transportation .............. o 8,430 5,722 11.352 406 296 1,322 299 448 1,533 1,410 496
9 Public utility 13,751 9,498 16,660 1,407 1,357 1,664 1,590 1,372 1.669” 1,053 3,735
10 Communication . ... .. e 22,999 14,525 12,055 278 1.829 342 1,586 923 2.362" 2,509 1,345
11 Real estate and financial ... .. ... ... .. 416,269 429,157 510,953" 36,202 63,820 42,189 39,750 48,276 45,159" 51,309 76,594
12 St0ekS® ... 100,573 n.a. n.a. 5,541 9,835 13,053 11,807 8,019 7.416 10,9657 18371
By type of offering
13 Public preferred. .. .. ....... .. .. ... 10917 33,208 29,814 645 1,878 1,824 1,060 3,578 3,607 35117 6.954
14 Common . ....... S 57,556 83,052 82.392 4,895 7957 11.229 10,747 4441 3.809 7.454" 10562
15 Private placement® 32,100 n.a. na.
By industry group I T T T T T T T
16 Manufacturing .......... ... ..., 21.545 836 1,294 n.a n.a. na. na. n.a. n.a,
{7 Commercial and miscellaneous . - 27.844 n.a. n.a. 1,673 3,714
18 Transportation .............. C. 804 139 472
19 Public utility .. 1.936 48 405
20 Communication . ... .. . .. 1677 52 235
21 Real estate and financial.................. 41367 2,371 3,885 6,583 5,449 5,257 5.675 8,328 6,580
1. Figures represent gross proceeds of issues maturing in more than one year; they are the 2, Monthly data cover only public offerings.
principal amount or number of units calculated by multiplying by the offering price. Figures 3. Monthly data are not available.
exclude secondary offerings, employee stock plans, investment companies other than closed- SOURCE. Beginning July 1993, Securities Data Company and the Board of Governors of
end, intracorporate transactions, equities sold abroad, and Yankee bonds. Stock data include the Federal Reserve System.

ownership securties issued by limited partnerships.
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Assets’

Millions of dollars

1997 1998
Itern 1996 1997
Sept. Oct. Nov. Dec Tan. Feb Mar Apr.
1 Sales of own shaves® . ... ................. 934,595 | 1,190,900 101,503 115.343 94,478 110,452 119,488 114,219 128,348 129,008
2 Redemptions of own shares ................... 702,711 918.728 72,279 91,654 66,135 89,982 92,621 81,688 97,248 97,072
3 Net 5ales® .. .ovunniee i 231,885 272172 29,224 23,689 28,343 20,471 26,867 32,532 31,100 31,936
4 Assets® ... 2,624,463 | 3,409,315 | 3,368,362 | 3,284,252 | 3,356,347 | 3,409,315 | 3,459,354 | 3,675,392 | 3,843,971 | 3,910,200
§ Cash® ... o 138,559 174,154 178,786 179,909 186,582 174,154 183,648 180,415 174.058 168,417
6 Other ... ... ...t 2,485904 | 3,235,161 ‘ 3,189,576 | 3,104.343 | 3,169,765 | 3,235.161 3,275,706 | 3,494,977 3,669,913 | 3,741,784

1. Data include stock, hybrid, and bond mutual funds and exclude money market mutual

funds.

2. Excludes reinvestment of net income dividends and capital gains distributions and share

issue of conversions from one fund to another in the same group.

3. Excludes sales and redemptions resulting from transfers of shares into or out of money

market mutual funds within the same fund family.

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars; quarterly data at seasonally adjusted annual rates

4. Market value at end of period, less current liabilities.
5. Includes all U.S. Treasury securities and other short-term debt securities.
SOURCE. Investment Company Institute. Data based on reports of membership, which
comprises substantially all open—end investment companies registered with the Securities and
Exchange Commission. Data reflect underwritings of newly formed companies after their
initial offering of securities.

1996 1997 1998
Account 1995 1996 1997
Q2 Q3 Q4 Ql Q2 Q3 Q4 Ql
1 Profits with inventory valuation and
capital consumption adjustment . ................ 650.0 735.9 805.0 738.5 739.6 747.8 779.6 795.1 827.3 818.1 8225
2 Profits before taxes. ............... .. 622.6 676.6 729.8 § 679.1 680.0 708.4 719.8 753.4 7373 718.4
3 Profits-tax liability . 2132 2290 2494 2 231.6 226.0 241.2 244.5 258.2 253.6 2454
4 Profits after taxes . . 409.4 447.6 480.3 447.5 454.0 467.2 4753 495.2 483.7 473.0
5 Dividends. .. ...... PN 264.4 3043 336.1 305.7 309.1 326.8 3330 339.1 345.6 3522
6 Undistributed profits . . ............. ...l 1450 142.8 1442 141.8 1449 140.3 142.3 156.1 138.1 120.8
7 Inventory valuation ................ ...l —243 =25 55 -2.7 33 3.5 5.9 36 9.2 30.2
8 Capital consumption adjustment .. ................... 51.6 61.8 69.7 63.2 64.4 67.7 69.4 70.3 716 739
SOURCE. U.S. Department of Commerce, Survey of Current Business.
1.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities'
Billions of dollars, end of period: not seasonally adjusted
1996 1997 1998
Account 1995 1996 1997°
Q3 Q4 Ql Q2 Q3 Q4 Ql
ASSETS
1 Accounts receivable, gross’ . ... ... ..ieai. 607.0 637.1 663.3 628.1 637.1 648.0 651.6 660.5 663.3 666.8
2 Consumer.......... . 233.0 2449 256.8 2444 244.9 2494 255.1 2545 256.8 251.3
3 Business. .. . 301.6 309.5 318.5 3014 309.5 315.2 311.7 319.5 318.5 3259
4 Realestate .. ............... «.cooiiiiiaiiiiin 724 82.7 879 82.2 82.7 83.4 84.8 86.4 879 89.6
5 LESs: Reserves for unearned income. . ............... 60.7 55.6 52.7 54.8 556 51.3 572 54.6 52.7 521
6 Reserves for losses. ...t 12.8 13.1 13.0 129 13.1 12.8 133 12.7 13.0 13.1
7 Accounts recervable, net 533.5 568.3 597.6 560.5 568.3 583.9 581.2 593.1 597.6 601.6
8 Allother............... e 2509 290.0 3124 268.7 290.0 289.6 306.8 289.1 3124 3299
9 Total assets ... ................ccooiiiiiiiiii.. 784.4 858.3 910.0 829.2 858.3 8734 887.9 882.3 910.0 931.5
LIABILITIES AND CAPITAL
10 Bank loans........ ooooiiiiine i 15.3 19.7 24.1 18.3 19.7 184 18.8 204 24.1 22.0
11 Commercial papes . ... ... . 168.6 177.6 2015 173.1 177.6 185.3 1937 189.6 2015 2117
Deb:
12 Owedtoparent .. ........... ................. . St 603 647 579 603 61.0 60.0 61.6 64.7 64.6
13 Not elsewhere classified . .| 300.0 3325 3288 3223 3325 324.6 3453 3228 328.8 338.1
14 All other liabilities. . ............... .| 1636 174.7 189.6 164.8 174.7 189.2 1714 190.1 189.6 193.0
15 Capital, surplus, and undivided profits. ............... 859 93.5 101.3 92.8 935 949 98.7 979 101.3 102.0
16 Total liabilities and capitat................. . . .. 7844 858.3 910.0 829.2 858.3 8734 887.9 882.3 910.0 931.5

1. Includes finance company subsidiaries of bank holding companies but not of retailers
and banks. Data are amounts carried on the balance sheets of finance companies: securitized

pools are not shown, as they are not on the books.

w

. Before deduction for unearned income and losses.



1.52 DOMESTIC FINANCE COMPANIES

Billions of dollars, amounts outstanding
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Owned and Managed Receivables'

1997 1998°
Type of credit 1995 1996 1997
Oct. Nov. Dec. Jan. Feb. Mar.
Seasonally adjusted
1 Total ... 682.4 762.4 8104 802.7 805.7 8104 811.0 8211 818.3
2 Consumer. . 2819 306.6 3269 324.4 323.7 326.9 3249 326.2 326.7
3 Real estate . . .. 724 111.9 121.1 1215 1217 121.1 121.9 123.7 121.6
4 BUSINESS..... ...l 328.1 3438 3624 356.8 360.3 362.4 364.3 371.1 369.9
Not seasonally adjusted
STotal. ... 689.5 769.7 818.1 800.8 806.9 818.1 812.2 819.6 8194
6 ConSUMEr. .............iuiiinuinies i . 285.8 310.6 330.9 324.2 3254 330.9 326.2 3248 3250
7 Motor vehicles loans . . 81.1 86.7 87.0 86.8 86.0 87.0 874 847 86.8
8 Motor vehjcle leases . . 80.8 92.5 96.8 95.9 96.4 96.8 94.5 94.7 95.2
9 Revolying® ....... .. 28.5 325 38.6 34.7 34.8 386 376 36.9 36.3
10 Other’ . o 42.6 332 344 353 355 344 345 34.1 330
Securitized assets*
11 Motor vehicle loans. . ...................... e 34.8 36.8 443 42.6 2.5 443 42.8 45.3 45.0
12 Motor vehicle leases .. 35 87 10.8 9.9 11.0 10.8 10.7 10.6 10.5
13 Revolving ........... n.a. 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
14 Other .. ... .. 147 20.1 19.0 18.9 19.2 19.0 18.7 18.5 18.2
15 Realestate ........... .. 724 1119 121.1 1215 1217 121.1 1219 123.7 1216
16 One- to four-family .. na. 52.1 59.0 58.5 59.4 59.0 598 62.2 61.5
17 Other ... ... na. 30.5 289 293 29.0 289 29.1 29.0 28.1
Securitized real estate assets*
18 One- to four-family ............................ .. n.a. 289 33.0 335 33.0 33.0 328 323 318
19 Other ............ .. na. 04 0.2 0.3 0.2 0.2 02 0.2 0.2
20 Business......... 331.2 347.2 366.1 355.1 359.8 366.1 364.0 371.1 3727
21 Motor vehicles . 66.5 67.1 63.5 612 62.0 63.5 61.8 64.8 67.8
22 Retail loans . .. 21.8 25.1 25.6 26.5 263 25.6 26.1 264 27.3
23 Wholesale loans . 36.6 330 217 25.0 25.8 217 256 282 30.2
24 Leases.......... 8.0 9.0 10.2 9.7 9.8 10.2 10.1 10.2 10.2
25 Equipment . 8.0 9.0 10.2 198.5 198.9 203.9 2042 204.7 206.5
26 Loans . .. 8.0 9.0 10.2 50.3 49.6 515 50.7 49.9 50.8
27 Leases. ................ 8.0 9.0 10.2 148.2 149.4 152.3 1535 154.8 155.7
28 Other business receivables®. . .. ....................... 80 9.0 10.2 54.7 54.0 511 521 55.6 516
Securitized assets’
29 Motor vehicles. . . 8.0 9.0 10.2 284 324 330 315 312 32.1
30 Retail loans ... 8.0 9.0 10.2 2.1 25 24 23 22 20
31 Wholesale loans 8.0 9.0 10.2 26.3 29.8 30.5 292 29.0 30.0
32 Leases ....... 8.0 9.0 102 0.0 0.0 0.0 0.0 0.0 0.0
33 Equipment 8.0 9.0 10.2 9.7 9.9 10.7 10.4 10.8 10.5
34 Loans 8.0 9.0 10.2 3.8 4.1 42 39 43 4.2
35 Leases............... 8.0 9.0 10.2 5.8 5.8 6.5 6.5 6.5 6.3
36 Other business receivables®. ........................ 8.0 9.0 10.2 2.7 2.6 4.0 4.0 4.0 42

NOTE. This table has been revised to incorporate several changes resulting from the
benchmarking of finance company receivables to the June 1996 Survey of Finance Compa-
nies. In that benchmark survey, and in the monthly surveys that have followed, more detailed
breakdowns have been obtained for some cc In addition, previously unavailable
data on securitized real estate loans are now included in this table. The new information has
resulted 1n some reclassification of receivables among the three major categories (consumer,
real estate, and business) and in discontinuities in some component series between May and
June 1996.

Includes finance company subsidiaries of bank holding companies but not of retailers and
banks. Data in this table also appear in the Board’s G.20 (422) monthly statstical release. For
ordering address, see inside front cover.

1. Owned receivables are those carried on the balance sheet of the institution. Managed
receivables are outstanding balances of pools upon which securities have been issued; these
balances are no longer carried on the balance sheets of the loan originator. Data are shown

before deductions for unearned income and losses. Components may not sum to totals
because of rounding.

2. Excludes revolving credit reported as held by depository institutions that are subsidiar-
ies of finance companies.

3. Includes personal cash loans, mobile home loans, and loans to purchase other types of
consumer goeds such as appliances, apparel, boats. and recreation vehicles.

4 Outstanding balances of pools upon which securities have been issued; these balances
are no longer carried on the balance sheets of the loan originator.

5. Credit arising from transactions between manufacturers and dealers, that is, floor plan
financing.

6. Includes loans on commercial accounts receivable, factored commercial accounts, and
receivable dealer capital; small loans used primarily for business or farm purposes; and
wholesale and lease paper for mobile homes, campers, and travel trailers.
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1.53 MORTGAGE MARKETS Mortgages on New Homes

Millions of dollars except as noted

1997 1998
Item 1995 1996
Oct. Nov. Dec. Jan. Feb. Mar. Apr.
Terms and yields in primary and secondary markets
PRIMARY MARKETS
Terms®
1 Purchase price (thousands of dollars)................. 175.8 182.4 183.4 184.0 190.7 184.1 195.3 191.7 189.5
2 Amount of loan (thousands of dollars). 1345 139.2 1424 1435 149.8 1423 1485 149.5 147.1
3 Loan-to-price ratio (percent)......... 78.6 78.2 80.1 80.8 81.0 80.5 78.6 81.0 80.4
4 Maturity (years). .............ooveuini. ot 217 272 28.1 28.6 282 28.5 28.0 283 284
S Fees and charges (percent of loan amount)? ........ ... 1.21 121 0.94 0.95 0.96 091 0.99 0.95 0.87
Yield (percent per year)
6 Contractrate' ... . ... ... 7.65 7.56 7.39 7.26 725 7.13 7.09 7.03 7.05
7 Effective rate’? 7.85 777 7.54 740 740 727 7.24 7.17 719
8 Contract rate (HUD series)* 8.05 8.03 7.48 7.38 1.25 7.16 722 7.16 7.20
SECONDARY MARKETS
Yield (percent per vear)
9 FHA mortgages (Section 203)°. . .................... 8.18 8.19 7.53 7.54 7.17 7.08 7.06 7.09 737
10 GNMA securities”. .............coiuiuranans onn 7.57 7.48 6.90 6.84 6.74 6.56 6.63 6.66 6.63
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSQCIATION
Mortgage holdings (end of period)
TEFotal. oo e 253,511 287,052 316,678 310,421 314,627 316,678 320,062 322,957 327,025 333,571
12 FHA/VA insured 28,762 30,592 31.925 32,080 31,878 31,925 31,621 31,650 31,965 32,734
13 Conventional ............... ... iiiies 224,749 256,460 284,753 278,341 282,749 284,753 288,441 291,307 295,060 300,837
14 Mortgage transactions purchased (during period) ... . ... 56.598 68,618 70.465 7,619 8,166 6.692 7,647 8,630 12,095 14,668
Mortgage commitments (during period}
15 I8SUEA7 o oot e e 56,092 65,859 69.965 9,190 5,123 6,275 12,199 10,587 14,057 17,556
16 Tosell®. ... oo 360 130 1,298 300 139 140 60 0 92 0
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgage holdings (end of period)t
17 Total .. oot e e 107,424 137,755 164,421 159,801 160,974 164,421 169,142 175,770 185,928 189,471
18  FHA/VA insured 267 220 177 183 180 177 173 170 170 170
19 Conventional ..............ovieioinnneinaniins 107,157 137,535 164.244 159,618 160,794 164,244 168,969 175,600 185,758 189,301
Mortgage transactions (during period)
20 Purchases 98,470 125,103 117,401 12,175 11,152 15,979 13,120 13,610 21,011 25,132
20 8ales. ..o 85,877 119,702 114,258 11,712 10,832 14,587 12,702 12,481 19,085 24,479
22 Mortgage commitments contracted (during period)°. . ... 118,659 128,995 120,089 11,986 12,047 15,805 15,638 17,397 23,060 24,468

L. Weighted averages based on sample surveys of mortgages originated by major institu-
tional lender groups for purchase of newly built homes: compiled by the Federal Housing
Finance Board in cooperation with the Federal Deposit Insurance Corporation.

2. Includes all fees, commissions, discounts, and “points’” paid (by the borrower or the
seller) to obtain a loan.

3. Average effective interest rate on loans closed for purchase of newly built homes,
assuming prepayment at the end of ten years.

4. Average contract rate on new commitments for conventional first mortgages; from U.S.
Department of Housing and Urban Development (HUD). Based on transactions on the first
day of the subsequent month.

5. Average gross yield on thirty-year, minimum-downpayment first mortgages insured
by the Federal Housing Administration (FHA) for immediate delivery in the private
secondary market. Based on transactions on first day of subsequent month.

6. Average net yields to investors on fully modified pass-through securities backed by
mortgages and guaranteed by the Government National Mortgage Association (GNMA),
assuming prepayment in twelve years on pools of thirty-year mortgages insured by the
Federal Housing Administration or guaranteed by the Department of Veterans Affairs.

7. Does not include standby commitments issued, but includes standby c i
converted.

8. Includes participation loans as well as whole loans.

9. Includes conventional and government-underwritten loans. The Federal Home Loan
Mortgage Corporation’s mortgage commitments and mortgage transactions include activity

under mortgage securities swap programs, whereas the corresponding data for FNMA
exclude swap activity.
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1.54 MORTGAGE DEBT OUTSTANDING!
Millions of dollars, end of period
1996 1997
Type of holder and property 1994 1995 1996
Q4 Qt Q2 Q3 Q#
I Allholders. .. ........ ... ... L 4,392,093 4,606,303 4,929,430 4,929,430 4,986,602 5,076,193 5,176,094 5,277,185
By type of property
2 One- to four-family ressdences .. ........... ... 3,357,475 3,533,295 3,761,711 3,761,711 3,806,572 3,870,145 3,946,690 4,019,228
3 Mulofamily residences. .. .. ... 274.625 287,297 312,558 312.558 316,582 323,069 327,991 338,135
4 Nonfarm, nonresidential - 677,022 701,150 768,027 768,027 775,795 794,301 811,657 829,476
SFammn ... 82,971 84,561 87,134 87,134 87,653 88,678 89,755 90,346
By tvpe of holder
6 Major financial institytions . ........... ... . . i 1,819,806 1,894,420 1,979,114 1,979,114 1,993,046 2,033,655 2,066,259 2,084,728
7 Commercial banks’ 1,012,711 1,090,189 1,145,389 1,145,389 1,160,136 1,196,517 1,227,076 1,244,210
8 One- to four-family . 615,861 669,434 698,508 698,508 708,802 733,670 752,011 762,421
9 Multifamily. .. ...... 39.346 43,837 46,675 46,675 47.618 49,124 49,648 51,100
10 Nonfarm, nonresidential. 334,953 353,088 375322 375,322 378,474 387,661 398,619 403,712
11 22,551 23,830 24.883 24,883 25,242 26,061 26,798 26,977
12 596,191 596,763 628,335 628,335 626,381 629,062 629,757 626,726
13 One- to four- famlly 471.626 482,353 513,712 513,712 513,393 516,521 518,199 518,976
14 Multifamily........... 64,343 61,987 61,570 61,570 60,645 60,070 60,335 59,527
15 Nonfarm, nonresidential. 53,933 52,135 52,723 52,723 52,007 52,132 50,878 50,870
16 Farm 289 288 331 331 336 338 344 353
17  Life insurance companies . . . . . 210,904 207,468 205,390 205,390 206,529 208,077 209,426 210,792
18 One- to four-family ....... ... ... . ... 7,018 316 6,772 , 772 6,799 6,842 7,080 7,186
19 Multifamily......... e 23,502 23,435 23.197 23,197 23,320 23,499 23,615 23,755
20 Nonfarm, nonresidential. . - 170,421 167,095 165,399 165,399 166,277 167,548 168,374 169,377
21 Farm ... . ... 9.563 9,622 10,022 10,022 10,133 10,188 10,358 10,473
22 Federal and related agencies . ... ... ... ..o 315,580 306,774 300.935 300,935 295,203 292,966 291,410 292,522
23 Government National Mortgage Association 6 2 2 2 6 7 7 8§
24 One- to four-family ...................... 6 2 2 2 6 7 7 8
25 Multifamily. ... ... 0 0 0 0 0 0 0 0
26  Farmers Home Administration® 41,781 41,791 41,596 41,596 41.485 41,400 41,332 41,195
27 One- to four-family ......... 18.098 17,705 17,303 17,303 17.175 17.239 17,458 17.253
28 Multifamily. . ... .... 11,319 11,617 11,685 11,685 11,692 11,706 11,713 11,720
29 Nonfarm, nonresidential. 5,670 6,248 6,841 6,841 6,969 7,135 7,246 7,370
30 Farm ... e 6,694 6,221 5.768 5,768 5,649 5,321 4,916 4,852
31 Federal Housing and Veterans' Administrations . 10,964 9,809 6,244 6,244 4,330 4,200 3,462 3,821
32 One- to four-family ...................... s 4,753 5,180 3,524 3,524 2,335 2,299 2,810 3,091
33 Multifamily............. 6,211 4,629 2,719 2,719 1,995 1,900 652 730
34  Resolution Trust Corporation 10,428 1.864 ) 0 0 0 0 0
35 One- 1o four-family .. .... 5.200 691 0 0 0 0 0 0
36 Multifamily......... 2,859 647 0 Q 0 0 0 0
37 Nonfarm, nonresidential. PPN 2,369 525 0 0 0 0 0 0
38 Farm.............. ... .... 0 0 0 ] 0 0 0 0
39  Federal Deposit Insurance Corporatlon 7.821 4,303 2,431 2,431 2,217 1,816 1,476 724
40 One- to four-family ............. 1,049 492 365 365 333 272 221 109
41 Multifamily.... . .... 1,595 428 413 413 377 309 251 123
42 Nonfarm, nonresidential. . 5177 3,383 1,653 1.653 1,508 1,235 1.004 492
43 Farm ... .............. ... 0 0 0 0 0 0 0 0
44 Federal National Mongage Association . . 174,312 176,824 174,556 174,556 172,829 170,386 168,458 167,722
45 One- to four-family .. ... e 158,766 161,665 160.751 160,751 159.634 157,729 156,363 156,245
46 Multifamily........ e 15,546 15,159 13,805 13,805 13,195 12,657 12,095 11,477
47  Federal Land Banks. .. - 28,555 28,428 29,602 29,602 29,668 29,963 30,346 30.598
48 One- to four-family . . 1,671 1,673 1,742 1,742 1,746 1,763 1,786 1,800
49 Farm........ ... ... L 26,885 26,755 27,860 27,860 27,922 28,200 28,560 28.798
50  Federal Home Loan Mortgage Corporation . 41,712 43,753 46,504 46,504 44,668 45,194 46,329 48,454
51 One- to four-family 38,882 39,901 41,758 41,758 39,640 40,092 40,953 42,629
52 Multifamily. .. ... .. e 2,830 3,852 4746 4,746 5,028 5,102 5,376 5,825
53 Mortgage pools or HEUSES® oot i e e 1,732,347 1,866,763 2,070,436 2,070,436 2,113,770 2,153,812 2.210,930 2.282.566
54  Government National Mortgage Association . . 450,934 472,283 506,340 506,340 513471 520,938 529,867 536,810
55 One- to four-family .................. 441,198 461,438 494,158 494,158 500,591 507,618 516,217 523,156
56 Multifamaly...... ... oo 9,736 10,845 12,182 12,182 12,880 13,320 13,650 13,654
57  Federal Home Loan Mortgage Corporation . 490,851 515,051 554,260 554,260 562,894 567,187 569,920 579.385
58 One- to four-family 487,725 512,238 551,513 551,513 560,369 564,445 567,340 576,846
59 Multifamily.... .. ...... 3,126 2,813 2,747 2,747 2.525 2,742 2,580 2,539
60  Federal National Mortgage Assoc 530,343 582,959 650,780 650,780 663,668 673,931 690,919 709,582
61 One- to four-family 520,763 569,724 633210 633,210 645,324 654,826 670,677 687,981
62 Multifamily........... 9,580 13,235 17,570 17.570 18,344 19,105 20.242 21,601
63 Farmers Home Administration 19 1 3 3 3 2 2 2
64 One- to four-family .... ... 3 2 0 Q Q 4 (] 4]
65 Multifamily........... 0 0 0 Q 0 0 0 0
66 Nonfarm, nonresidential. 9 5 0 0 0 0 0 0
67 N 7 4 3 3 3 2 2 2
68  Private mortgage conduits . 260,200 296,459 359,053 359,053 373,734 391,753 420,222 456,787
69 One- to four-family' 208,500 227,800 261,900 261,900 271,100 279,450 299,400 318,000
70 Multifamily. . .............. oo 14,925 21,279 33,689 33,689 35,607 38,992 41,973 48,261
71 Nonfarm, nonresidential. .......... ... ... .. .. . 36,774 47.380 63,464 63,464 67,027 73312 78,849 90,526
72 Farm . ... e e e 0 (] Q Q 0 0 0 0
73 Individuals and others’ 524,360 538,347 578,945 578,945 584,583 595,761 607,495 617.369
74 One- to four-family . .. 370,356 375,682 376.493 376,493 379,327 387,372 396,169 403.526
75 Multifamily 69,306 73,533 81,560 81,560 83,354 84,543 85,861 87,823
76  Nonfarm, nonresidential . . 67,715 71,291 102,625 102,625 103,533 105,279 106,689 107.129
TT O OFarm. ... 16,983 17,841 18.268 18,268 18,368 18,567 18,776 18.891
1. Multifamily debt refers to loans on structures of five or more units. 6. Includes securitized home equity loans.
2. Includes loans held by nondeposit trust companies but not loans held by bank trust 7. Other holders include mortgage cc real estate in trusts, state and local
departments. credit agencies, state and local retirement funds, noninsured pension funds, credit unions, and
3. Includes savings banks and savings and loan associations. finance companies.

4. FmHA-guaranteed securities sold to the Federal Financing Bank were reallocated from

FmHA mortgage pools to FmHA mortgage holdings in 1986:Q4 because of accounting

changes by the Farmers Home Admunistration.

5. Outstanding principal balances of mortgage-backed secunties insured or guaranteed by

the agency indicated.

SOURCE. Based on data from various institutional and government sources. Separation of
nonfarm mortgage debt by type of property, if not reported directly, and interpolations and

extrapolations, when required for some quarters, are estimated in part by the Federal Reserve.

Line 69 from Inside Mortgage Securities and other sources.
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1.55 CONSUMER CREDIT!

Millions of dollars, amounts outstanding, end of period

1997 1998
Holder and type of credit 1995 1996 1997
Oct. Nov. Dec. Jan. Feb " Mar.
Seasonally adjusted
L Total................................ 1,094,197 1,179,892 1,230,6717 1,233,029° 1,226,947" 1,230,6717 1,234,553° 1,240,678 1,241,747
2 Automobile .. ...l . 364,231 392,370 413.453' 409,011" 406.892" 413,453 415,485" 416,755 419,680

3 Revolying. o 442,994 499.209 530,801" 530,741 529,800" 530,801" 532,864" 536,592 537,158
4 0ther’. ... 286,972 288,313 286417 293277 290,255 286,417 286,204 287,331 284,909

Not seasonally adjusted

[

5Total. ...t 1,122,828 1,211,590 1,264,079 1,232,510" 1,234,477" 1,264,079" 1,244,598" 1,235,455 1,230,311
By major holder
6 Commercial banks. ..................... 501.963 526,769 512,539 506,291 506,497 512,539 500,847 495,572 488,885
7 Finance companies . . 152,123 152,391 160,022 156,867 156,375 160,022 159,493" 155,675 156,139
8 Credit unions .. .... 131,939 144,148 152,362" 150,588" 150,649" 152,362' 151,024 149,304 149,405
9 Savings institutions . . . . 40,106 44711 47,172 48.049 47,611 47,172 46,733 46,295 45.856
10 Nonfinancial business® . . .. 85,061 717,745 78,927 68,547 70,464 78,927 75,355 72,772 72,777
11 Pools of securitized assets™............... 211,636 265,826 313,057 302,168 302,881 313,057 311,146 315,337 317,249
By major type of credit®
12 Automobile ... ...... ... .. ...l 367,069 395,609 416,962" 413,514 411,097 416,962" 413,727 412,461 415,619
13 Commercial banks. . 151,437 157,047 155,254 157,857 156,232 155,254 154,413 152,747 153,627
14 Finance companies . . . .. 81,073 86,690 87,015 86,805 86,046 87,015 87,379 84,685 86,832
15  Pools of securitized assets”. .. .......... 44,635 51,719 64,950 60,648 60,378 64,950 63,066 65957 65,062
16 Revolving. ... ........................ 464,134 522,860 555,858" 527,472" 532,897 555,858" 541,386 535,936 531,194
17 Commercial banks 210298 228,615 219,826 209,544 212,726 219,826 208,750 204,564 197,264
18  Finance companies . .. .. 28,460 32493 38,608 34,717 34.789 38,608 37,603" 36,851 36,272
19 Nonfinancial business® ............... 53,525 44,901 44,966 37,479 38,865 44,966 42,689 40,976 41,355
20  Pools of securitized assets®. .. 147934 188,712 221,465 215,674 216,411 221,465 221,805 223,400 226,562
20 0ther ...l .. 291,625 293,121 291,259 291,524 290,483" 291,259° 289,485 287,058 283,498
22 Commercial banks. . 140,228 141,107 137,459 138,890 137,539 137,459 137,684 138,261 137,994
23 Finance companies . . . 42,590 33,208 34,399 35,345 35,540 34,399 34,511° 34,139 33,035
24  Nonfinancial business® .. . 31,536 32,844 33,961 31,068 31,599 33,961 32,666 31,796 31,422
2. Pools of securitized assets*. ... ........ 19.067 25,395 26,642 25,846 26,092 26,642 26,275 25,980 25,625
L. The Board’s senes on amounts of credit covers most short- and intermediate-term credit 3. Includes retailers and gasoline companies.
extended to individuals. Data in this table also appear in the Board’s G.19 (421) monthly 4. Outstanding balances of pools upon which secunties have been issued; these balances
statistical release. For ordering address, see inside front cover. are no longer carried on the balance sheets of the loan originator.
2. Comprises mobile home loans and all other loans that are not included in automobile or 5. Totals include estimates for certain holders for which only consumer credit totals are
revolving credit, such as loans for education, boats, trailers, or vacations. These loans may be available.

secured or unsecured.

1.56 TERMS OF CONSUMER CREDIT!

Percent per year except as noted

1997 1998
Item 1995 1996 1997
Sept. Oct. Nov. Dec. Jan. Feb. Mar.
INTEREST RATES
Commercial banks*
] 48-momhmnewecar...................... 9.57 9.05 9.02 na. n.a. 8.96 n.a. n.a. 8.87 n.a.
2 24-month personal. .. .......... ... ... 13.94 13.54 13.90 n.a. na. 14.50 na. n.a. 14.01 n.a.
Credit card plan
I Allaccounts. . ...l 16.02 15.63 15.77 n.a. n.a. 15.65 n.a. na. 15.65 na.
4 Accounls assessed interest . .............. 1579 15.50 15.57 n.a. na. 15.62 na. n.a. 15.33 na.
Auto finance companies
SNewear............. ... ..l 1119 9.84 7.12 6.12 7.27 6.85 593 6.12 6.98 594
6 Usedcar....... ...l 14.48 13.53 13.27 13.29 13.22 13.14 13.16 12.77 12.87 12.79
OTHER TERMS"
Maturity (months)
TNewear. ... ..o i 54.1 51.6 54.1 554 54.4 537 535 52.8 52.6 515
8 Usedcar ....... ..., 52.2 514 510 50.8 50.6 50.5 50.5 522 525 526
Loan-to-value ratio
9 New car 92 91 92 93 RN 91 92 92 92 92
10 Used car 99 100 99 99 101 99 95 98 97 97
Amount financed (dollars)
I Newear ... 16,210 16,987 18,077 18,520 18.779 18.923 19.121 18.944 {8.825 18,932
12 Usedcar. ... v 11,590 12,182 12,281 12,190 12.287 12,389 12.547 12,391 12,356 12,431
1. The Board’s sertes on amounts of credit covers most short- and intermediate-term credit 2. Data are available for only the second month of each quarter.
extended to individuals. Data in this table also appear in the Board's G.19 (421) monthly 3. At auto finance companies.

statistical release. For ordering address, see inside front cover.



1.57 FUNDS RAISED IN U.S. CREDIT MARKETS'

Billions of dollars; quarterly data at seasonally adjusted annual rates

Flow of Funds

A37

1996 1997 1998
‘Transaction category or sector 1993 1994 1995 1996 1997°
Q Q4 QI ‘ Q@ ] Q3 ‘ Q4 QI
Nonfinancial sectors
1 Total net borrowing by domestic nonfinancial sectors... | 588.0° | 574.6" | 702.8" | 727.8" | 764.2 685.5" | 625.4" | 7123 624.4 786.9 | 9334 941.2
By sector and wnstrument
2 Federal government. . . ........ ... ... . ... ... 256.1 155.9 144.4 145.0 23.1 155.3" 112.3 64.9 —43.5 30.3 408 -30.0
3 Treasury securities. . .. ............. 2483 155.7 142.9 146.6 232 1584 115.6" 66.3 —438 312 39.0 -27.6
4 Budget agency securities and mortgages. . 7.8 2 1.5 -1.6 -1 -3.1 -33 —-14 2 -9 1.7 -24
5 Nonfederal. .. ......... ....... N 3319 418.7 558.3" | 582.8" 741.1 530.2° 513.1" 647.4 667.9 756.6 892.6 971.2
By instrument
6 Commercial paper................... .. .o iiiaa.. 10.0 214 18.1 -9 137 —-142 | -24.1 72 203 145 12.8 539
7 Municipal securities and loans 748 —-359 —48.2 2.6 714 -64.7 41.6 434 96.7 56.4 £9.3 124.3
8 Corporate bonds ...... .... 75.2 233 73.3 72.5 90.7 67.8 89.9 794 86.1 122.9 744 157.2
9 Bank loans nec......... 6.4 752 102.3 66.2' 101.5 138.3° 27.2° 143.1 105.0 16.8 141.0 63.7
10 Other loans and advances . . 34.0 67.2 338 66.8 63.0 3.9 375 i85 76.3 1349 94.8
11 Mortgages 175.8" 206.7° | 320.0" 344.5 258.1" 336.0° 266.0 2814 419.2 411.4 420.5
12 Home. ... 178.5° 17457 | 264.9 268.8 239.7° 249.9° 2284 191.2 344.5 3109 3158
13 Multifamily residential 1.9 10.6" 18.6" 17.2 12,9 27.1° 9.5 18.8 7.7 33.0 27.7
14 Commercia -6.9" 19.9° 33.9° 552 33" 574" 25.9 673 62.7 649 72.9
15 Farm ... . ... 22 1.6 2.6 33 22 1.6 2.1 4.1 43 2.6 4.0
16  Consumer credit 1249 1389 88.8 52.5 81.9 38.6 708 60.0 50.5 28.8 56.9
By borrowing sector
17 Household........... .. ... .. ... i 309.3° 3489 | 371277 350.3 355.2° 298.5" 3392 292.5 3814 388.0 426.9
18  Nonfinancial business 141.7 245.5" 195.8" 3113 224.9 163.3 2529 2747 311.6 406.0 419.7
19 Corporate, .. ...... .. 13417 | 218.6" | 1465 2415 193.4" 92.9° [ 2003 199.6 2428 3234 3238
20 Nonfarm noncorporate. . 33 23.9° 44.5° 63.5 30.9" 61.2 48.3 68.5 65.7 71.3 88.9
21 Fam............... 4.4 2.9 4.8 6.4 6 9.2 4.3 6.7 3.1 113 7.0
22 State and local government -323" | -36.0' 14.3" 79.5 —49.9" 51.4° 553 100.7 63.6 98.6 124.6
23 Foreign net borrowing m United States .. .............. 69.8 —14.0 711 70.5 515 105.7 87.9 263 56.4 87.8 355 60.3
24 Commercial paper —-9.6 —26.1 135 1.3 37 375 4.4 15.5 10.4 -11.6 1 56.0
25 Bonds........... 829 12.2 497 494 413 60.2 8.5 11.0 343 94.6 253 84
26  Bank loans nec.... ... .. 7 14 85 9.1 85 4.7 7.8 -7 115 73 157 5.5
27 Other loans and advances . ......................... —4.2 -15 -5 -8 -2.0 34 -27 5 2 =25 -6.1 -96
28 Total domestic plus foreign. . ............ . .......... 657.8" | 560.5° | 773.8" | 79837 | 8157 791.2° | 71337 | 7386 680.8 874.7 968.9 | 1,001.5
Financial sectors
29 Total net borrowing by financial sectors . ......... ... . 294.4" | 468.4" | 4564" | 556.2" 649.2 456.5" | 664.0" 3425 679.6 | 603.1 971.7 828.5
By instrument
30 Federal govermment-related. . ....................... .. 165.3 287.5 204.1 2315 212.8 2229 252.8 105.7 286.2 161.0 298.1 22713
31  Government-sponsored enterprise securities . 80.6 176.9 105.9 90.4 98.4 80.0 1233 —89 198.1 46.4 157.9 142.4
32 Mortgage pool securities . .. ............... . 847 1154 98.2 141.1 114.4 142.9 129.6 1146 88.1 114.6 140.3 84.8
33 Loans from US. government ..... ..... ........... 0 -48 0 L 0 .0 0 0 0 .0 0 0
34 Private. ... 129.1° 180.9° | 2523 324.7 436.5 233.6' 411.17 236.8 3934 442.1 673.5 601.2
35  Open market paper . -535 405 427 922 166.7 844 1620 1759 778 168.2 244.6 236.7
36  Corporate bonds . (23.1" 121.8' 196.7" 179.7° 206.8 104.0' 187.9" 634 234.8 202.0 327.0 304.6
37 Bank loans nec........ —14.4 —137 39" 16.9" 19.7 9 25.1" 114 103 243 328 19.2
38  Other loans and advances . . 22.4 22.6 34 279 356 333 312 ~20.1 63.0 375 61.7 327
30 MOMEAZES . ...t o 3.6 9.8 5.6" 7.9 78 1.0 4.9 62 75 10.1 73 8.0
By borrowing sector
40 Commercial bankmng. ... ......... ... ... . .. 134 20.1 225 13.0 46.1 147 26.8 13.7 77.3 32.0 614 832
41 Savings institutions . o . 11.3 12.8 2.6 25.5 19.7 258 23.0 -16.8 319 223 417 9.8
42 Credit unions ....... .. 2 2 -1 1 .1 3 3 -2 2 2 3 5
43 Life insurance companies .. ... .. 2 3 —.1 1.1 2 -4 20 8 .1 2 -3 0
44 Government-sponsored enterprises . . 80.6 172.1 105.9 90.4 98.4 80.0 123.3 -89 198.] 46.4 157.9 1424
45 Federally related mortgage pools . ........ 84.7 1154 98.2 141.1 [14.4 1429 129.6 114.6 88.1 114.6 140.3 84.8
46 Issuers of asset-backed securities (ABSs) . 83.6" 729 141.1" 153.6 203.3 109.6" 160.2" 84.5 116.5 2310 381.2 239.8
47 Finance companies . ... ............. —14 48.7 50.2 459 48.7 30.7 438 7.2 123.8 -29 66.5 822
48 Mortgage companies ........... ... 0 —115 4 124 4.8 1.7 12.1 59 5.0 36 49 8.3
49 Real estate investment trusts (REITs) . . .. 34 13.7 5.7 1o 248 11.8 15.2" 15.1 198 320 32.1 363
50 Brokers and dealers. . ........... .. 12.0 5 -5.0 -2.0 8.1 5.7 49 -29 349 -6.9 7.0 —1.1
51 Funding corporations. . ...............oviiiii ., 6.3 231 349 64.1 80.7 337 1230 129.4 —16.1 130.7 78.7 142.1
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS'—Continued

1996 1997° 1998
Transaction category or sector 1993 1994 1995 1996 1997
Q3 Q4 Q1 Q2 Q3 Q4 Q1
All sectors
52 Total net borrowing, alt sectors..................... 95227 | 1,028.9" | 1,230.2" | 1,354.5" | 1,464.9 | 1,247.7" | 1,377.3" | 1,081.1 | 1,360.4 | 1,477.8 | 1,940.5 | 1,830.0
53 Open market paper ........... ... i -5.1 357 74.3 102.6 184.1 107.7 142.3 198.6 108.5 171.1 258.1 346.6
54 U.S. government securities . 4214 448.1 348.5 376.5 2359 37827 | 365.1" 170.6 2426 1913 338.9 197.2
55 Municipal securities. ... ... 74.8 —359 | —482 2.6 714 | —64.7 41.6 434 96.7 56.4 893 1243
56 Corporate and foreign bonds. . 281.2° 157.37 | 31967 | 30L.7 338.8 232.0° | 356.2° 153.8 355.2 419.5 426.6 470.3
57 Bank loans ne.c.......... ~72 62.9 1147 92.1 129.6 143.8 60.1 153.8 126.8 484 189.5 88.4
58 Other loans and advances -8 503 70.1 62.5 100.4 99.7 324 17.9 817 1113 190.5 117.8
59 Mortgages ..... ..... 1273 185.6" | 21237 | 3279° 3523 260.1" | 340.9° 272.2 2889 429.3 4187 428.5
60 Consumer credit. ................. ... . ... ... 60.7 1249 138.9 88.8 52.5 81.9 38.6 70.8 60.0 50.5 2838 569

Funds raised through mutual funds and corporate equities

61 Total metisswes......... .............. ....... .. 429.7 125.2 143.9 230.5 184.5 719 | 156.0 186.1 131.8 | 29L.1 12838 258.1
62 COrporate eqUItIES . .. .. ..vnuvn e e 137.7 24.6 -35 -7.0 -79.0 | —100.1 | -20.3 -67.3 | —109.1 | —12.6 | —126.9 -782
63 Nonfinancial corporations .. ............... . 213 —44.9 -583 —-642 | —-1148 | —1276 | —56.0 -904 | —-1416 | —832 | —144.1 | —109.6
64  Foreign shares purchased by U.S. residents . 634 48.1 50.4 58.8 33.0 327 423 47.0 530 622 -104 93
65  Financial corporations................... .| 530 214 44 -1.6 ~2.1 —5.1 -6.7 —23.9 -20.6 84 27.6 22.1
66 Mutual fund shares ..... ........... ... ... ... 292.0 100.6 147.4 237.6 263.4 1719 176.3 2534 2409 303.7 255.7 336.2

1. Data in this table also appear in the Board’s Z.1 (780) quarterly statistical release, tables
F.2 through F4. For ordering address. see inside front cover.
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1.58 SUMMARY OF FINANCIAL TRANSACTIONS'
Billions of dollars except as noted; quarterly data at seasonally adjusted annual rates
1996 1997 1998
Transaction category or sector 1993 1994 1995 1996 1997"
Q3 Q4 qt Q2 Q3 Q4 Ql
NET LENDING IN CREDIT MARKETS”
1 Total net lending in credit markets ................ 952.2°| 1,028.97 | 1,230.2" | 1,354.57 | 1,464.9 | 1,247.7° | 1,377.37 | 1,081.17 | 1,360.4" | 1,477.8" | 1.940.5 | 1,830.0
2 Domestic nonfederal nonfinancial sectors .............. 416" 24117 -92¢6 727 =973 | —202.6"| —14527 | 19347 [ -21.4" | 1649’ -9.8 | 1453
3 Household ........................ LO°| 2778 2.8° 1L.S"| —109.5 | —106.5° | —36.67| —2459° [ -10.3" | —1589" [ -23.0 | —2286
4 Nonfinancial corporate business . 9.1 17.7 —8.8" 15.0° 99| —-100"| -33.2° 779" 533" 344 —195 86.2
5  Nonfarm noncorporate business —1.1 6 47" 4.4 2.1 44" 4.4 25" 2.7 2.8° 29 30
6  State and local governments. .. . 326 | -550| 914 -23.7 -3 —9.5"| -799"| -27.9 395" | —42.7" 298 -5.8
7 Federal government ........ —18.4 ~275 -2 =17 49 =71 —4.1 19 5.6 30 9.1 138
8 Rest of the world .. .. 1293 1323 2739 409.3 3204 485.3 532.2 373.6" 301.2° 405.4° 2014 2423
9 Financial sectors . . .. 799.7" 683.0" [ 1,049.1" 945.8" | 1,236.9 972.1" 994.5 898.9" [ 1,075.0° | 1,233.77 | 1.7398 | 1,719.2
10  Monetary authority .. . 36.2 315 12.7 123 383 L5 8.4 374 47.2 14.3 54.3 305
1l Commercial banking . . 14222 163.4 265.9 187.5 3248 196.1 2483 308.1 309.2 209.8 4722 291.8
12 U.S.-chartered banks ........ ... 149.6 148.1 186.5 119.6 274.9 119.5 158.9 195.9 301.1 209.5 393.1 257.5
13 Foreign banking offices in United Slales —-98 11.2 754 633 40.2 71.1 80.5 104.0 1.1 -6 56.4 135
4 Bank holding companies. . ............. .0 9 -3 39 54 48 10.5 2.2 5.1 -50 194 152
15 Banks in U.S.-affilated areas 2.4 33 42 7 42 N ~1.6 6.1 1.8 5.8 32 5.6
16  Savings institutions ......... -233 6.7 -7.6 19.9 -47 49.7 -479 -53 238 ~353" -2.0 8.1
17 Creditunions ............... 217 28.1 16.2 255 16.8 211 243 18.5 28.¥ 1447 58 16.9
18  Baonk personal trusts and estates 9.5 7.1 —8.3" =717 76| —148 -2.5° 34" 10.7° 7.3 8.8 24
19 Life insurance companies . 100.9 66.7 99.2 72.5 113.2 1232 118.1 943 175.0 107.0 764 104.1
20 Other insurance compames 271.7 24.9 21.5 225 23.3 142 2717 —.1 219 24 32.8 255
21 Private pension funds . ........ ..... 49.5 45.5 61.3" 48.3' 67.6 427 3407 550 58.5 66.2 90.7 726
22 State and local government retirement funds 227 223 275 45.9 36.6 455 419 3.6 39.2 9.6 13.0 382
23 Money market mutual funds.......... 204 30.0 86.5 88.8 84.5 83.0 81.3 65.2 19.7 123.6 129.3 174.6
24 Mutual funds .. ........... 159.5 =71 52.5 48.9 79.3 275 25.3 61.9 91.6 103.6 60.0 1182
25  Closed-end funds .. 20.0 —-3.7 10.5 22 1.2 22 22 27 1.3 3 4 .6
26 Government-sponsored enterprises ...... 87.8 117.8 847 920 95.0 814 137.9 45.1 119.2 55.5 160.0 166.2
27  Federally related mortgage pools ... .. 847 1154 98.2 141.1 t14.4 1429 129.6 114.6 88.1 114.6 140.3 84.8
28  Asset-backed securities issuers (ABSs) . 81.0" 65.8" 119.3 123.4° 164.9 83.6° 111.2° 60.9" 101.7 168.4° 3284 190.7
29  Finance companies ................. -209 48.3 499 184 219 132 —6.2 449 1.9 652 —24.3 336
30  Mortgage companies ............. 0] -240 -34 82 164 34 4.1 —-13"| -244" 82,97 8.3 10.4
31  Real estate investment trusts (REITS) 6 47 22 2.0° -20 34 -2.1" -2.1" -2.1 —2.17 -1.7 -2.0
32 Brokers and dealers. .. ... .. 14.8 -442 90.1 -15.7 137 355 82.7 ~145 ~11.7 15.8 65.3 2534
33 Funding corporations —353 -162 | -297° 9.8" 244 707 | —24.0° 6.5 | -30.0 -7 1217 98.5
RELATION OF LIABILITIES
TO FINANCIAL ASSETS
34 Net flows through credit markets . .................. 952.27 1,028.9"| 1,230.2" | 1,354.5" | 1,464.9 | 1,247.7° | 1,377.3" | 1,081.1" | 1,360.4" | 1,477.8" | 1,940.5 | 1,830.0
Other financial svurces
35 Official foreign exchange . .......................... 8 -58 8.8 -63 J| -266 3| -176 4 24 17.5 -8
36 Special drawing rights cerificates .. 0 .0 22 -5 -5 -18 0 -2.1 0 0 0 0
37 Treasury currency .. ............. 4 N 6 0 0 23 -23 4 2 1.3 ~19 3
38 Foreign deposits. . ~185 52.9 353 82.0 89.0 119.7 104.5 188.6 18.8 105.4 431 52.2
39 Net interbank transactions. ........... 50.5 89.8 99 | —-5i6 ~463 | -972 17.6 | —-86.1"| -464"| —-426 | -100 61.9
40 Checkable deposits and currency .. . 117.3 -9.7 -127 158 4135 105.9 -533 853 64.2 —492 65.6 725
41 Small time and savings deposits. . =703 | -399 96.6 972 97.1 94.2 90.1 1579 24.5 53.8" 152.3 165.6
42 Large time deposits.......... -235 19.6 65.6 114.0 122.5 180.2 1354 499 176.3 194.1 69.9 105.0
43 Money market fund shares . . .. 20.2 43.3 1423 145.8 157.6 145.1 187.5 182.4 58.5 2436 146.0 283.2
44 Security repurchase agreements 71.3 782 110.4° 40.0° 1152 -16.7" 84.3 3657 | 19807 | 121.1° 105.3 2532
45 Corporate equities ......... 1377 24.6 -35 =7.0 ~79.0 | —-100.1 | —203 [ —67.3"| —109.3" | —126"| 1269 | -782
46 Mutual fund shares . . . . 292.0 100.6 1474 2376 263.4 1719 176.3 2534 240.9 303.7 255.7 336.2
47 Trade payables ... e 52.0 93.7 1019 72.1° 963 | —-14.7°| 109.3 63.1° 6317 1355 | 1233 84.4
48 Security credit ... ... . . 61.4 —.1 26.7 524 110.1 53 125.2 1171 1374 797 106.3 150.7
49 Laife insurance reserves . 36.0 345 4.9 43.6 56.0 59.2 66.7 39.8 715 628 437 52.9
50 Pension fund reserves s 255.6 246.1 23347 232.1° 290.2 225.0° 283.9" 256.8° 3373 321.8 2447 281.2
51 Taxes payable .................. 11.4 2.6 5.0 15.0° 13.9 135" 17.6" 300 24° 30.5° -84 24.0
52 Investment in bank personal trusts . R 17.8 4.00 ~8.6" 750 | —17.4" —4.2' 68.8" 71.8 80.8" 78.4 257
53 Noncorporate proprietors’ equity . . .. 25.5" 57.5" 53.8 30.8" 22.5 51.3" 17.6" 3347 257 28.5 28 12.9
54 Miscellaneous . ......... ... ....iiiiiiiaia 346.6" |  251.0°( 44437 4349° 5844 | 40617 | 572.6°| 63237 5298 | S3L1° 644.6 8412
55 Total financia) sources. .................ocoiviannn 2,319.3"| 2,086.4" | 2,747.27 | 2,893.8" | 3,474.5 | 2,552.9" | 3,286.6" | 3,104.47 | 3,231.6" | 3,669.4" | 3,892.7 | 4.554.0
Liabilities not identified as assets (—)
56 Treasury currency -2 —-. -5 -10 -6 1.3 -3.1 -3 -.5 . ~24 —4
57 Foreign deposits. . . . . ~57 43.0 251" 55.4° 71.5 86.1" 36.1" 178.7° —10.5" 83.1" 34,7 2.2
58 Net interbank liabilities......... 42 -27 =3.1 -3.3 -19.8 -4.4 4.2 269 -244 —51.6 —30.0 101.4
59 Security repurchase agreements . . 46.4 69.4 22.9° -7 719 | -101.2" 114.7° | -91.5 172.1" 274" 1799 171.5
60 Taxes payable .............. . 158 16.6 178 163 14.1 203 21.6 12.2 28.3 11.2 49 -9
61 Miscellaneous . ..., —164.2" | —144.2"| -211.7°| -—89.8"| -249.7 | —124.5" —827| —104.2" | —372.5" | —212.1" | —310.0 | —38238
Floats not included in assets (—)
62 Federal government checkable deposits -15 -48 -6.0 S ~2.7 271 -21.4 -94 16.1 2.1 -19.5 9
63 Other checkable deposits -13 -28 -38 ~40 -39 -4.7 -37 -2.6 -438 -34 -4.8 -93
64 Trade credit ... .. ... i -4.3 3 —122| 322 3.8 | —1025°| —41.2° 13.07 | =72.0° 68.6" 55 -26.2
65 Total identified to sectors as assets . ................. 2,430.07 | 2,110.8"| 2,918.8" | 2,952.6° | 3,589.7 | 2,755.5" | 3,187.5" | 3,081.5" | 3,499.8" | 3,743.27 | 4,034.6 | 4,697.6

1. Data in this table also appear in the Board’s Z.1 (780) quarterly statistical release, tables

F.1 and F.5. For ordering address, see inside front cover.

2. Excludes corporate equities and mutual fund shares.
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1.59 SUMMARY OF CREDIT MARKET DEBT OUTSTANDING'

Billions of dollars, end of period

1996 1997 1998
Transaction category or sector 1994 1995 1996 1997"
Q3 Q4 Q Q Q3 Q4 Q
Nonfinancial sectors
1 Total credit market debt owed by
domestic nonfinancial sectors . ......... . 13,016.87 | 13,719.6" | 14,447.4" | 15,2101 | 14,252.1" | 14,447.4" | 14,613.7" | 14,729.1" | 14,933.9" | 15,210.1 | 15,435.2
By sector and instrument
2 Federal government . 34923 3,636.7 37818 3,804.9 37331 3,781.8 3,829.8 3,760.6 37712 3,804.9 3,83038
3 Treasury securities 3,465.6 3,608.5 3,755.1 3,778.3 3,705.7 3,755.1 3,803.5 3,734.3 3,745.1 3,778.3 3.804.8
4 Budget agency securities and mortgages ..... 26.7 28.2 26.6 26.5 274 26.6 26.3 26.3 26.1 26. 259
S Nonfederal ........ ... 9,524.5" | 10,082.8" | 10,665.6" | 11,4052 | 10,519.0" | 10,665.6" | 10,783.9" | 10,968.5" | 11,162.7" | 11,4052 | 11,604.4
By instrument
6  Commercial paper ....................... 139.2 1574 156.4 168.6 173.0 156.4 168.7 179.3 176.6 168.6 193.1
7  Municipal securities and loans . 1,341.7 1,2935 1,296.0 1,367.5 1,281.7 1,296.0 1,305.1" | 1,326.8" 1,340.2" 1,367.5 1,397.1
8 Corporate bonds............. 1,253.0 1,326.3 1.398.8 1,489.5 1.376.4 1,398.8 14187 1,440.2 1,470.9 1,489.5 1.528.8
9  Bank loans n.e.c. . 759.9 862.1" 928.3" 1,029.8 920.5 928.3 962.9' 994.2" 994.2 1,029.8 1,045.1
10 Other loans and advances . 669.6 736.9 770.6 837.4 769.4 770.6 784.4° 788.0° 803.1" 8374 865.7
11 Mortgages.............. 4377.2° | 4.583.9" | 4,903.8" 5,248.3 4824.6" | 4,903.8" | 495777 | 5035.0" | 5,151.0° 5,248.3 5,341.2
12 Home ............. 3,355.9° | 3,5304° | 37616 4,030.3 3,703.8° | 3,761.6° | 3.806.1" | 3,860.8° | 3,958.1 4,030.3 4,097.0
13 Multifamily residential 268.8° 279.5° 301.7° 319.0 295.0° 301.7° 304.1° 308.8 310.7 319.0 3259
14 Commercial .......... 669.5 689.4" 7534 808.6 739.0° 7534 759.9 776.7° 792.4° 808.6 826.8
15 Farm ....... 83.0 84.6 87.1 90.4 86.7 87.1 87.7 88.7 89.8 90.4 91.4
16 Consumercredit......................... 983.9 1,122.8 1,211.6 1,264.1 1,1735 1,211.6 1,186.4 1,205.0 1,226.7 1,264.1 1,233.5
By borrowing sector
17 Household............ 4,446.2" | 4,800.4" | 5,143.9" 5,497.0 5043.7" | 5,1439° | 5174.6" | 52607 | 53744 5,497.0 5,546.5
18 Nonfinancial business. 3.927.1" | 4,167.37 | 4,392.3° 4,699.3 4361.9" | 43923 | 4466.9" | 4,543.0° | 4,608.2" 4,699.3 4,818.3
19 Corporate . ........... 2,663.1" 2,876.5° 3,052.1° 3,289.3 3,038.1° 3,052.1° 3,116.3" 3,170.2° 3.217.6° 3,289.3 3.387.1
20 Nonfarm noncorporate . . 1,121.8 1,145.8" 1,190.2° 1,253.7 1.174.3 1,190.2" 1,202.2" 1,219.3" 1,235.2" 1,253.7 1,275.9
21 Farm .................. 1422 145.1 149.9 156.3 149.5 149.9 148.3 1534 155.4 156.3 155.3
22 State and local government .. .............. 1,151.1° 1,115.1° 1,129.4° 1,209.0 1,113.4° 1,129 4 1.142.4° 1,164.8" 1,180.1° 1,209.0 1.239.6
23 Foreign credit market debt held in
United States. ........................ 371.8 4429 5134 558.8 490.2 5134 517.8 531.6 548.7 558.8 571.3
24 Commercial paper 4.7 56.2 67.5 65.1 65.8 67.5 69.3 713 64.3 65.1 76.7
25 Bonds 2423 2919 3413 3826 321.7 3413 344.1 352.7 376.3 382.6 384.7
26 Bank loans ne.c. 26.1 34.6 437 52.1 41.7 43.7 435 46.4 48.2 52.1 53.5
27 Other loans and advances 60.8 60.2 61.0 59.0 61.0 61.0 60.9 61.2 59.9 59.0 56.4
28 Total credit market debt owed by nonfinancial
sectors, domestic and foreign ............. 13,388.7° | 14,162.57 | 14,960.8" | 15,768.9 | 14,742.3" | 14,960.8" | 15,131.5" | 15,260.7" | 15,482.6" | 15,768.9 | 16,006.5
Financial sectors
29 Total credit market debt owed by
financial sectors. . .. .......... ... ..., 3,822.2" | 4,281.2" | 4,837.3° | 54535 4,672.0° | 4,837.3" | 491827 | 5,0909" | 5211.8" | 54535 5,655.7
By instrument
30 Federal government-related .. .................. 2,172.7 2,376.8 2,608.3 2,821.0 2,545.1 2,608.3 2,634.7 2,706.2 2,746.5 2,821.0 2,8779
31 Government-sponsored enterprise securities . 700.6 806.5 896.9 995.3 866.1 896.9 894.7 944.2 955.8 995.3 1,030.9
32 Mortgage pool securities ............... 1,472.1 1,570.3 1,711.4 1,825.8 1,679.0 1,711.4 1,740.0 1,762, l 1,790.7 1,825.8 1.847.0
33 Loans from US. government . .0 .0 0 .0 .0 0 .0 .0 0 K
34 Pnvate ...l 1,649.5" 1,904.4" | 2,229.17 2,632.5 2,1269" | 2,229.1" | 2,283.5" 2,384.7r 2.465.3" 2,632.5 2,7779
35  Open market paper 441.6 486.9 579.1 745.7 538.6 579.1 623.0 642.5 684.7 745.7 804.9
36  Cormporate bonds 1,008.8° 1.205.4° 1,385.1° 1,558.9 1,339.4° 1,385.1° 1,396.5° 1,457.7r 1,478.6° 1,558.9 1,630.3
37  Bank loans nec. 489 528" 69.7" 894 62.8" 69.7" 722" 75.2" 80.7" 89.4 94.0
38  Other loans and advances 131.6 135.0 162.9 198.5 155.1 162.9 157.9 1737 183.0 198.5 206.6
39 MOMEAgES. . . ... e 18.7 24.3° 322" 40.0 300 32.2° 338" 35.6" 38.2" 400 420
By borrowing sector
40 Commercial banks. .. ... .............. .. ..., 94.5 102.6 113.6 140.6 107.7 113.6 1153 125.7 130.0 140.6 148.7
41 Bank holding companies . . 1336 148.0 150.0 168.6 149.1 150.0 151.6 160.5 164.0° 168.6 181.3
42 Savings institutions . . . 1124 115.0 140.5 160.3 134.8 140.5 136.3 1443 149.8 160.3 162.7
43 Credit unions . ...... 5 4 4 6 4 4 4 4 5 .6 N
44 Life insurance companies . ... ... 6 .5 1.6 1.8 1.1 1.6 1.8 1.8 1.9 1.8 1.8
45 Government-sponsored enterprises . . , 700.6 806.5 896.9 995.3 866.1 896.9 894.7 944.2 955.8 995.3 1,030.9
46 Federally related mortgage pools ... .. 1,472.1 1.570.3 17114 1.8258 | 1,679.0 1,711.4 1,740.0 1,762.1 1,790.7 1,825.8 1.847.0
47 Issuers of asset-backed securities (ABSS) . 579.0° 720.4° 873.8 1,088.1 830.5" 873.8 889.9° 918.0° 989.6" 1,088.1 11427
48 Brokers and dealers. . . . 343 29.3 27.3 353 26.1 273 26.6 353 336 35.3 35.1
49 Finance companies . . . 4337 4839 529.8 554.5 513.7 529.8 528.4 557.8 5327 554.5 5718
50 Mortgage companies . .......... 187 19.1 315 364 28.5 315 330 343 352 364 385
51 Real estate mvestment trusts (REITs) . . 31.1 36.8" 47.8" 72.6 44.0 47.8" 51.6" 56.6" 64.6" 726 81.7
52 Funding corporations. .. ...................... 211.0 248.6 3127 373.8 291.0 3127 348.6 350.0 3634 373.8 4129
All sectors
53 Total credit market debt, domestic and foreign. . . . | 17,210.9" | 18,443.7" | 19,798.2" | 21,2224 | 19,414.3" | 19,798.2" | 20,049.6" | 20,351.6" | 20,694.4" | 21,2224 | 21,662.2
54 Open market paper .. ..................oo.u.. 623.5 7004 803.0 979.4 7774 803.0 861.1 893.1 925.7 979.4 1,074.8
55 U.S. government securities . 5,665.0 6,013.6 6,390.0 6,625.9 6,278.2 6,390.0 6,464.5 6,466.8 6,517.7 6,625.9 6,708.6
56 Municipal securities. . ... ... 13417 12935 1,296.0 1,367.5 1.2817 1,296.0 1,305.1° 1,326.8° 1,340.2 1,367.5 1,397.1
57 Corporate and foreign bonds . 2,504.0° | 2,823.6" | 3,125.3° 3,431.0 3,037.5" | 3,125.3" | 3,159.3" | 3,250.6" | 3,325.9" 3,431.0 3,543.8
58 Bank loans nec........... 834.9 949.6 1,041.7 1,171.3 1,025.0 1,041.7 1.078.6 1,1157 1,123.1 1,171.3 1,192.6
59 Other loans and advances 862.0 932.1 994.5 1,094.9 985.4 994.5 1,003.2° 1,022.9 1,046.07 1.094.9 1,128.7
60 Mortgages. ........... . oo 439597 | 4,608.2" | 49360 5,288.3 4855.6" | 4,936.0" | 49915 | 5070.6" | 5,189.17 5,288.3 5,383.2
61 Consumer credit ..................ooouuat. 983.9 1,122.8 1,211.6 1,264.1 1,173.5 1,211.6 1,186.4 1,205.0 1,226.7 1,264.1 1,2335

1. Data in this table also appear in the Board’s Z.1 (780) quarterly statistical release, tables

L.2 through L.4. For ordering address, see inside front cover.



1.60 SUMMARY OF FINANCIAL ASSETS AND LIABILITIES'

Billions of dollars except as noted, end of period

Flow of Funds

A4l

1996 1997 1998
Transaction category or sector 1994 1995 1996 1997"
Q3 Q4 Ql Q2 Q3 (024 Q1
CREDIT MARKET DEBT OUTSTANDING?
| Total credit market assets ....................... 17,210.97 | 18,443.7°| 19,798.2" | 21,222.4 | 19,414.37| 19,798.2" | 20,049.6" | 20,351.6" | 20,694.4" | 21,222.4 | 21,662.2
2 Domestic nonfederal nonfinancial sectors ............ 3,0024° | 2,8746°| 29269 2,793.6| 291157 292697 | 2,854.7"| 28125 2,758.3" 2.793.6 2,736.5
3 Household ........................ 1,945.7° [ 191337 1979.3 1,833.8| 1,955.9°| 1979.3"| 1,920.2"| 1,873.7 | 1,822.7" 1,833.8 1,783.5
4 Nonfinancial corporate business . . 289.2 280.4° 286.0" 2959 275.7° 286.0° 281.8 2719 280.3 295.9 2923
5  Nonfarm noncorporate business 376 423" 46.7° 494 45.6" 46.7° 47.4" 48,0 487" 49.4 50.2
6  State and Jocal governments . 729.9 638.6" 614.8" 614.5 634.4" 614.8° 605.4" 618.9 606.6" 614.5 610.5
7 Federal government ......... 204.4 2042 196.5 201.4 197.5 196.5 196.9 198.3 199.1 2014 204.8
8 Rest of the world 1.254.8 1,563.1 1,953.6 2.2740| 18448 1,953.6 | 2,052.7" | 212647 2220.1" [ 22740 23400
9 Financial sectors. . . ... 12,749.2" | 13,801.8" | 14,721.2°| 15953.4 | 14,460.5" | 14,721.2° | 14,945.4" | 15,214.3 | 15,507.8" [ 15,9534 | 16,3810
10 Monetary authority. . 368.2 380.8 393.1 4314 386.2 393.1 397.1 4124 412.7 4314 4338
11 Commercial banking . 32543 | 3,520.1 | 3,707.7 4,0325( 36433 | 3,707.7 | 3,775.7 | 3.856.8 | 39129 4,0325] 4,0958
12 U.S.-chartered banks. .................. 2,869.6 | 3,056.1 | 3,175.8 3,450.7| 31353 | 3,1758 | 32181 | 3,2052 | 33519 34507 | 3.507.1
13 Foreign banking offices in United States . . 337.1 4126 4758 516.1 454.2 475.8 499.5 501.8 501.0 516.1 517.7
14 Bank holding companies ............... 18.4 18.0 22.0 274 19.3 220 225 238 225 274 31.2
15 Banks in U.S.-affiliated areas. 292 334 34.1 38.3 345 34.1 35.6 36.1 375 383 397
16 Savings institutions . 920.8 913.3 933.2 928.5 945.2 9332 931.9 9373 929.0° 928.5 930.5
17 Creditunions ............... 246.8 263.0 288.5 305.3 2826 288.5 291.2 299.9° 303.9" 305.3 307.5
18  Bank personal trusts and estates . . 248.0 239.7 2320 239.5 232.6 2320° 232.8" 235.5" 237.3" 2395 240.1
19 Life insurance companies . . . .. 1,482.6 1,581.8 1,654.3 1,7674 | 1,627.0 1,654.3 1,680.2 1,724.1 1,750.4 1,767.4 1,795.7
20  Other insurance companies . . 446.4 468.7 491.2 514.4 484.2 491.2 491.2 498.1 506. 5i4.4 520.8
21  Private pension funds ................. 656.9 718.2° 766.5" 834.2 758.0° 766.5" 780.3° 794.9" 811.5° 834.2 852.
22 State and local government retirement funds . . 455.8 483.3 529.2 565.8 517.7 529.2 531.6 5427 562.0 565.8 577.0
23 Money market mutual funds ........... 459.0 545.5 634.3 718.8 606.6 634.3 659.0 656.5 678.7 718.8 770.1
24 Mutwal funds ............... 718.8 7713 820.2 899.5 818.3 820.2 8383 860.6 889.2 8995 931.6
25 Closed-end funds ........... 86.0 96.4 98.7 99.8 98.1 98.7 99.3 99.7 99.7 99.8 100.0
26  Government-sponsored enterprises . 663.3 748.0 813.6 908.6 779.3 813.6 8243 854.8 868.7 908.6 949.5
27  Federally related mortgage pools ...... 1,472.1 1,570.3 17114 1,8258| 1,6790 | 1,7114 1,740.0 | 1,762.1 1,790.7 1,825.8 1,847.0
28 Asset-backed securities issuers (ABSs) . 541.7" 661.0° 784.4° 949.2 753.4° 784.4 794.6 819.0° 863.9" 949.2 991.5
29  Finance companies.................. 476.2 526.2 5445 566.4 5383 5445 5524 553.1 564.4 566.4 5716
30 Mortgage companies .............. 36.5 330 412 576 402 412 40.9° 348" 55.5" 57.6 60.2
31 Real estate investment trusts (REITs). 33 155 17.5° 155 18.0 17.5" 17.0° 165 15.9" 15.5 150
32  Brokers and dealers . ......... ... .. 933 183.4 167.7 181.4 147.1 167.7 164.1 161.2 165.1 181.4 2448
33 Funding corporations ....................o.. 109.3 82.2" 92.0° 1117 105.4° 92.07 103.6° 93.8° 90.1° 111.7 1459
RELATION OF LIABILITIES
TO FINANCIAL ASSETS
34 Total credit marketdebt .. ............... ... ... 17,210.97| 18,443.7°| 19,798.2" | 21,222.4( 19,414.37 | 19,798.2" | 20,049.6" | 20,351.6" | 20,694.4" | 21,2224 21,662.2
Other liabilities
35 Official foreign exchange.......................... 532 63.7 537 489 543 53.7 46.3 46.7 46.1 48.9 48.2
36 Special drawing rights certificates. .. 8.0 10.2 9.7 9.2 9.7 9.7 9.2 8.2 9.2 92 9.2
37 Treasury currency.............. 17.6 18.2 18.2 18.2 18.8 18.2 18.3 183 18.7 182 183
38 Foreign deposits. . .. 3246 359.2 438.1 527.0 415.1 438.1 4852 489.9 516.2 527.0 540.1
39 Net intesbank liabilities .. ..... .. 280.1 290.7 240.8 192.8 225.8 240.8 2109 197.1 186.9 192.8 201.2
40 Checkable deposits and currency . 1,242.0 1,229.3 1,245.1 1,286.6 | 1,220.8 1.245.1 1,220.0 1,265.3 1,234 1,286.6 1,259.8
4] Small time and savings deposits . . 2,1832 | 2,279.7 | 23770 24741 23579 | 2,377.0 | 24271 24323 | 24388 | 24741 2,526.0
42 Large time deposits ............ 4112 476.9 5909 7134 557.2 590.9 606.0 646.7 696.1 713.4 7424
43 Money market fund shares . ... 602.9 745.3 891.1 1,048.7 838.1 891.1 950.8 9524 1,005.1 1,048.7 1,1329
44 Security repurchase agreements. 549.5 659.9 699.9" 815.1 686.9" 699.9° 713.8° 766.7 7954 815.1 88].1
45 Mutual fund shares........... 1,4773 1,852.8 | 23424 29947 22116 | 23424 ( 24115 | 27196 | 2977.0 2,994.7 | 33484
46 Security credit . ...... 279.0 305.7 358.1 468.2 3178 358.1 380.0 414.8 4322 468.2 498.6
47 Life insurance reserves . 505.3 550.2 5938 649.7 577.1 593.8 603.7 6231 638.8 649.7 663.0
48 Pension fund reserves . . 4,880.1 | 5.599.6"| 63205 74522 6.039.8°| 63295 6417.1°| 69425 | 7,331.8" | 74522| 80362
49 Trade payables - 1,141.5 1,243.4° 1,315.5" 1.411.8| 1,260.6" | 131557 1,3004" 1,321.9° | 1,351.9° 1,411.8 1.401.7
50 Taxes payable .............. 101.4 106.5" 121.5 1354 119.1° 121.5° 134.8° 130.7° 139.5° 1354 147.1
51 Investment in bank personal trusts P 699.4 803.0° 871.7" 1.082.8 843.1° 871.7° 888.7° 982.9° 1,058.9° 1,082.8 1.173.1
52 Miscellaneous .............. .ol 5,397.3"| 5,767.7| 60827 6489.0| 5972.2"| 6,082.7| 6,276.5°| 6224.3" | 63969 | 6,489.0| 6,725.1
53 Total labilities. . . ............ ... L 37,364.7° | 40,805.7° | 44,377.77 | 49,040.3 | 43,140.3" | 44,377.7" | 45,150.1" | 46,536.0" | 47,968.1" | 49.040.3 | 51,014.5
Financial assets not included in liabilities (+)
54 Gold and special drawing rights . .................. 21.1 221 214 21.1 21.2 214 20.9 21.1 21.0 21.1 21.2
55 Corporate equities ... ................... . 62379 | 83313 [ 10,061.1 | 12958.6| 9,340.5 | 10,061.1 | 10,0723 | 11.719.8 | 12,8046 | 12,9586 | 14,618.6
56 Household equity in noncorporate business 34226 364757 3,863.3" 4,156.7| 3.817.77 | 3,863.3"| 3,947.1"| 4.030.77 | 4.093.1" 4,156.7 4,203.9
Liabilities not identified as assets (—)
57 Treasury CUITENCY. . .. oo vtvn e ienint e -54 -58 -6.8 -74 ~-6.0 -68 -69 -7.0 —68 -74 -75
58 Foreign deposits ... .. 276.2 300.6° 35317 424.6 34707 353.1° 397.8 395.2 416.07 424.6 4252
59 Net interbank transactions . . . —6.5 -90 —-106 —32.1 -11.6 -10.6 -1.6 —-8.1 =221 =321 —-2.2
60 Security repurchase agreements. 67.8 90.7 90.0° 162.0 720" 90.0 68.4" 109.2° 126.0° 162.0 203.8
61 Taxes payable .............. .. 48.8 61.3° 74.7 88.5 68.9" 747 723 74.3° 84.2 88.5 849
62 Miscellaneous ..........c.oooiiniiiiii i, —983.17 | ~1,260.8" | —1,650.8" | —1,960.4 | ~1,492.7" | —1,650.8" | —1,606.0" |—1,745.9" | —1,789.5" | —1,960.4 | —2,070.6
Floats not included in assets (—)
63 Federal government checkable deposits . ............. 34 31 -1.6 -8 -1.7 -6 -9.7 -6.8 -78 -8.1 -104
64 Other checkable deposits . 38.0 342 30.1 26.2 23.1 30.1 25.6 27.9 19.5 26.2 199
65 Trade credit . .............ooiiiiiiiiiii —2458 | -—258.1"| =-2903"| ~-297.5| -359.7°| -290.3"| --345.8"| —371.8"| —380.2" -2975| -3642
66 Total identified to sectors as assets ................ 47,852.87 | 53,850.5" | 59,735.7°| 67,780.8 | 57,680.3" | 59,735.7" | 60,596.4" | 63,840.5" | 66,447.6" | 67,780.8 | 71,579.2

1. Data in this 1able also appear in the Board’s Z.1 (780) quarterly statistical release, tables

L.1 and L.5. For ordering address, see inside front cover.

2. Excludes corporate equities and mutual fund shares.
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2.10 NONFINANCIAL BUSINESS ACTIVITY Selected Measures

Monthly data seasonally adjusted, and indexes 1992=100, except as noted

1997 1998
Measure 1995 1996 1997 [
Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr.
1 Industrial production'. . .................. 1145 1185 1245 125.2 125.6 1265 1275 1279 127.8 1274 127.7 127.8
Market groupings
2 Products, total .. ...... ... 110.6 113.7 118.5 119.2 119.1 120.2 121.2 121.0 121.3 120.6 121.0 121.2
3 Final total ......... 1113 114.6 119.6 120.5 120.3 121.5 122.5 122.2 122.6 121.6 122.0 122.3
4 Consumer goods 109.9 111.8 114.4 114.6 114.5 115.9 116.7 115.9 116.6 1152 115.5 115.5
5 Equipment . .. .. 1138 119.6 128.8 130.9 130.6 1313 132.8 1334 133.1 133.0 133.7 134.5
6  Intermediate . . 108.3 110.8 115.1 1153 115.2 116.3 117.3 117.4 117.4 117.6 17.7 117.5
7 Malenials . ...oei 1208 126.2 134.1 1349 136.1 136.7 137.7 138.9 138.2 138.2 138.5 138.5
Industry groupings
8 Manufacturing . ............cooooenonons 116.0 120.2 127.0 127.9 128.0 129.1 1304 1309 1311 130.7 130.5 130.8
9 Capacity utilization, manufucturing (percent)®.. | 82.8 814 81.7 8138 81.6 819 823 823 82.1 81.5 81.0 80.8
10 Construction contracts® ... ................ 122.0 130.7° 140.8" 140.0° 141.0° 141.0° 141.0° | 141.0° 140.0 141.0 135.0 135.0
11 Nonagricultural employment, total* . ... ... ... 1149 117.2 1199 120.1 120.4 120.7 1211 121.5 121.9 122.1 122.1 122.4
12 Goods-producing, total ... . ... 98.3 99.0 100.3 100.4 100.4 100.6 100.9 1013 1019 102.0 101.6 101.7
13 Manufacturing, total . .......... ... 975 97.2 97.6 97.1 97.7 97.9 98.1 98.3 98.5 98.6 98.5 98.5
14 Manufacturing, production workers . . 99.0 98.4 98.9 98.9 99.0 99.2 99.5 99.7 99.9 100.0 99.9 99.8
15 Service-producing .................. 1202 123.0 1262 126.5 126.8 1272 127.6 1279 1283 128.6 1287 129.0
16 Personal income, total. ... ...... 158.2 167.0 176.8 177.8 178.3 179.2 180.5 181.3 182.3 183.4 184.0 184.8
17 Wages and salary disbursements 150.9 159.8 170.6 171.7 172.3 173.5 175.6 176.4 177.7 179.2 179.7 180.5
18 Manufacturing ... ........ 1304 135.7 142.0 142.1 142.8 144.4 145.7 146.4 146.6 147.0 147.1 146.7
19 Disposable personal income 158.7 166.2 174.4 175.2 175.8 176.6 177.7 178.4 179.0 179.9 180.5 181.1
20 Retail sales®. .. ........oooeiiinnn. 151.8° 159.6" 166.9" 168.5 168.0° 167.8° 168.4" | 169.1° 170.8 1722 1722 173.1
Prices®
21 Consumer (1982-84=100) ............. ... 152.4 156.9 160.5 160.8 161.2 161.6 161.5 161.3 161.6 161.9 162.2 162.5
22 Producer finished goods (1982=1060) ....... 1279 1313 1318 1317 1318 1323 1317 131.1 130.2 130.1 129.7 1300
|

1. Data in this table also appear in the Board's G.17 (419) monthly statistical release. For
the ordering address, see the inside front cover. The latest historical revision of the industrial
production index and the capacity utilization rates was released in December 1997. The recent
annual revision is described in an article in the February 1998 issue of the Bulletin. For a
description of the aggregation methods for industrial production and capacity utilization, see
“Industrial Production and Capacity Utilization: Historical Revision and Recent Develop-
ments,” Federal Reserve Bulletin, vol. 83 (February 1997), pp. 67-92. For details about the
construction of individual industrial production series, see “Industrial Production. 1989
Developments and Historical Revision,” Federal Reserve Bulletin, vol. 76 (April 1990), pp.
187-204.

2. Ratio of index of production to index of capacity. Based on data from the Federal
Reserve, DRI McGraw-Hill, U.S. Department of Commerce, and other sources.

3. Index of dollar value of total construction contracts, including residential, nonresiden-
tial, and heavy engineering, from McGraw-Hill Information Systems Company, FW. Dodge
Diviston.

4. Based on data from U.S. Department of Labor, Employment and Earnings. Series covers
employees only, excluding personnel in the armed forces.
5. Based on data from US. Departmcnl of Commerce. Survey of Current Business.

6. Based on data not d. S \ly adjusted data for changes in the pnice
indexes can be obtained from lhe Us. Department of Labor, Bureau of Labor Statistics,
Monthly Labor Review.

NOTE. Basic data (not indexes) for series mentioned in notes 4 and 5. and indexes far series
mentioned in notes 3 and 6, can also be found in the Survey of Current Business.

Figures for industrial production for the latest month are preliminary, and many figures for
the three months preceding the latest month have been revised. See “Recent Developments in
Industrial Capacity and Utilization,” Federal Reserve Bulletin, vol. 76 (June 1990), pp.
411-35. See also “Industrial Production Capacity and Capacity Utilization since 1987,
Federal Reserve Bulletin, vol. 79 (June 1993), pp. 590-605.

2.11 LABOR FORCE. EMPLOYMENT, AND UNEMPLOYMENT
Thousands of persons; monthly data seasonally adjusted
1997 1998
Category 1995 1996 1997
Sept. Oct. Nov. Dec. Jan. Feb. Mar.” Apr.
HOUSEHOLD SURVEY DATA!
1 Civilian labor force? ........................ 132,304 133,943 126,297 136,439 136,406 136,864 137,169 137,493 137,557 137,523 137,242
Employment
2 Nonagricultural industries’ . ................ 121.460 123,264 126,159 126,339 126,583 127,191 127,392 | 127,764 | 127,829 127,862 | 128,033
3 Agriculture............ ... Lol 3,440 3443 3,399 3,422 3,327 3,384 3,385 3,319 3,335 3.132 3,350
Unemplovment
4 Number .............. i 7.404 7.236 6.739 6,678 6,496 6.289 6,392 6,409 6,393 6,529 5,859
5  Rate (percent of civilian labor force) 5.6 54 49 4.9 4.8 4.6 4.7 4.7 4.6 47 4.3
ESTABLISHMENT SURVEY DATA

6 Nonagricultural payroll employment®. . .. .. .. 117,191 119,523 | 122,257 | 122,792 | 123,083 | 123,512 | 123,866 | 124265 | 124,524" | 124,500 | 124,762
7 Manufacturing .. ...l 18,524 18,457 18.538 18,553 18,590 18,634 18,674 18,722 18,723 18,716 18,706
§Mining........ ... 581 574 573 576 574 572 574 574 573" 570 566
9 Contract construction. .......... 5,160 5,400 5,627 5,642 5,650 5,682 5,747 5,843 5,878" 5,793 5,828
10 Transportation and public utilities 6,132 6,261 6,426 6,473 6,497 6,495 6,478 6,516 6,544 6.559 6,557
10 Trade .. .. ... oo Lo, 27,565 28,108 28,788 28,902 28,970 29,132 29,196 29,242 29,2707 29,258 29,313
2 Finance. .... 6,806 6,899 7.053 7,082 7,108 7,132 7,151 7,170 7,190 7,218 7,248
13 Service. ... . 33,117 34,377 35,597 35,850 35,945 36,102 36,276 36,417 36,534 36,572 36,711
14 Government . ............ coiiiiii i, 19,305 19,447 19.655 19,714 19,749 19,763 19,770 19,781 19,812 19,814 19,833

1. Beginning January 1994, reflects redesign of current population survey and population
controls from the 1990 census.

2. Persons sixteen years of age and older, including Resident Armed Forces. Monthly
figures are based on sample data collected during the calendar week that contains the twelfth
day; annual data are averages of monthly figures. By definition, seasonality does not exist in
population figures.

3. Includes self-employed, unpaid family. and domestic service workers

4. Includes all full- and pan-ume employees who worked during, or received pay for, the
pay period that includes the twelfth day of the month; excludes proprictors, self-employed
persons, household and unpaid family workers, and members of the armed forces. Data are
adjusted to the March 1992 benchmark, and only seasonally adjusted data are available at this
time.

SOURCE. Based on data from U.S. Department of Labor. Employment and Earnings.



2.12 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION!'

Seasonally adjusted

Selected Measures A43

1997 1997 1998 1997 1998
Series
Q2 Q3 Q4 Q2 Q3 Q4 Ql Q2 Q3 Q4 Qrr
Output (1992=100) Capacity (percent of 1992 output) Capacity utilization rate (percent)?
1 Totalindustry ............... ............ 1233 125.1 127.3 127.6 149.6 151.3 153.0 154.8 82.4 82.7 83.2 824
2 Manufacturing. .. ... ol 125.7 1276 130.1 130.8 154.3 156.3 158.3 160.4 81.5 81.6 822 8t.5
3 Primary processing3 s 1177 118.5 119.8 120.2 136.9 138.0 139.2 140.4 86.0 85.8 86.0 85.6
4 Advanced processing’ 129.7 132.1 1353 136.0 1632 165.7 168.1 170.7 795 79.8 804 79.7
5 Durablegoods.................... ... 140.2 143.7 147.2 148.1 173.8 1772 180.6 184.2 80.7 81.1 81.5 80.4
6 Lumber and products . .| 1164 114.9 114.7 116.0 138.6 140.0 1413 14222 84.0 82.1 81.2 816
7 Primary metals . . .. .. .| 1238 125.5 127.8 127.6 136.0 137.2 1385 140.1 91.0 91.5 923 91.1
8 Iron and steel . . | 1226 122.8 126.5 126.1 1354 136.6 137.9 139.4 90.6 89.9 91.8 90.5
9 Nonfenous S 1253 128.8 129.4 129.5 136.4 137.7 138.9 140.7 91.8 93.5 93.2 92.0
10 lndustpal mach!nery and equipment 168.2 1739 177.6 180.5 199.0 204.4 210.0 215.9 84.5 85.1 84.6 83.6
11 Electrical r_nachmery ............. .. 226.6 236.6 246.0 253.8 276.7 289.1 301.9 315.6 81.9 81.9 81.5 80.4
12 Motor vehicles and parts .. .............. 130.5 136.7 144.0 1373 182.6 184.7 186.7 188.8 714 740 771 727
13 Aerospace and miscellaneous
transportation equipment .. .......... 928 95.6 98.6 101.6 1234 124.1 1248 125.4 752 771 79.0 81.0
14 Nondulfable Agoods ........................ 1107 L1 112.6 113.1 1343 135.0 135.7 136.5 824 82.3 82.9 829
15 Textile mill products . cen .- 108.5 110.9 1115 110.1 131.1 131.7 1323 132.9 828 84.3 84.3 829
16 Paper and products. .. .. 1122 114.1 113.5 112.8 125.5 126.0 126.7 127.4 89.4 90.5 89.6 88.5
17 Chemlqals and p}'oduCtS . 114.8 114.8 117.1 118.4 145.1 146.3 1475 148.7 79.1 785 79.4 79.6
18 Plastics materials ....... . <1276 130.6 1314 .. 138.1 140.0 1419 . 92.4 93.3 92.6 o
19 Petroleum products. . ................... 111.0 109.5 109.8 111.9 1147 115.2 1157 116.2 96.8 95.1 94.9 96.3
20 Ml_n_ir_\g ................................. 106.0 106.4 105.9 107.9 1179 118.1 1182 1184 89.9 90.1 89.6 91.1
21 Utilities . . .. 111.7 114.0 115.5 110.8 126.3 126.7 127.1 127.4 88.5 90.0 90.9 86.9
22 Electric 1113 114.2 1157 112.14 124.6 125.0 1254 125.7 893 91.4 923 89.1
1973 1975 Previous cycle’® Latest cycie® 1997 1997 1998
High Low |® High Low Low Apr. Now. Dec. Jan" Feb." Mar. AprP
Capacity utilization rate (percent)
| Total industry................... 89.2 72,6 87.3 711 78.1 82.6 833 83.3 829 823 82.2 81.9
2 Manufacturing . .........ooieal 88.5 70.5 86.9 69.0 76.6 81.6 82.3 82.3 82.1 8L.5 81.0 80.8
3 Primary processing®. ... ......... 912 68.2 88.1 66.2 717 86.2 86.2 86.3 86.1 85.6 85.1 84.8
4 Advanced processing® .......... 87.2 71.8 86.7 704 76.1 79.6 80.6 80.5 80.3 79.6 79.1 79.1
5 Dumablegoods................. 89.2 68.9 87.7 63.9 73.1 80.8 81.8 81.7 81.0 80.3 799 79.6
6 Lumber and products. . 88.7 61.2 87.9 60.8 75.5 839 82.8 80.7 80.8 82.1 81.8 82.1
7 Primary metals....... . 100.2 65.9 94.2 45.1 737 90.2 93.1 91.6 92.7 9.1 895 88.5
8 Iron and steel ... 1058 66.6 95.8 370 718 89.8 92.1 91.2 922 90.8 88.4 87.6
9 Nonferrous................ 90.8 59.8 9Ll 60.1 742 90.8 944 923 93.6 91.6 90.9 89.8
10 Industrial machinery and
equipment . . .. 96.0 743 932 64.0 723 85.2 84.6 843 84.3 83.0 83.5 83.1
11 Electrical machinery . . .. el 89.2 64.7 89.4 71.6 75.0 82.1 82.0 81.6 814 80.5 79.5 79.0
12 Motor vehicles and parts . . ....... 934 513 95.0 455 55.9 713 78.1 782 735 72.4 722 73.0
13 Acrospace and miscellaneous
transportation equiprent . . . .. 78.4 67.6 81.9 66.6 792 74.7 78.5 80.5 813 812 80.6 799
14 Nondurable goods. .. ............. 87.8 na 87.5 76.4 80.7 82.7 83.0 83.0 83.4 829 823 82.3
15 Textile mull products . . . . 9.4 60.0 912 72.3 717 83.4 85.1 834 84.3 826 817 814
16 and products 97.1 69.2 96.1 80.6 85.0 89.7 89.7 89.9 88.4 89.9 87.3 86.8
17 Chemicals and products 87.6 69.7 846 69.9 79.3 79.6 789 79.9 80.1 795 79.3 790
18 Plastics materials. . . B 102.0 50.6 90.9 63.4 74.8 93.0 93.0 93.7 939 90.3 e s
19 Petroleum products . .. .......... 96.7 811 90.0 66.8 85.1 96.2 93.8 94.6 96.7 95.7 96.6 97.1
943 88.2 96.0 80.3 87.0 89.5 89.7 89.4 91.6 91.1 90.7 90.5
96.2 82.9 89.1 75.9 83.4 89.2 90.7 89.9 854 85.2 90.2 88.4
99.0 82.7 88.2 78.9 87.1 90.6 91.5 91.0 81.7 879 91.8 89.6

1. Data i this table also appear in the Board’s G.17 (419) monthly statistical release. For
the ordering address, see the inside front cover. The latest historical revision of the industrial
production index and the capacity utilization rates was released in December 1997. The recent
annual revision is described in an article in the February 1998 issue of the Bulletin. For a
description of the aggregation methods for industrial production and capacity utilization, see
“Industrial Production and Capacity Utilization: Historical Revision and Recent Develop-
ments,” Federal Reserve Bulletin, vol. 83 (February 1997), pp. 67-92. For details about the
construction of individual industrial production series, see “‘Industrial Production: 1989
Developments and Historical Revision,” Federal Reserve Bulletin, vol. 76 (April 1990), pp.
187-204.

2. Capacity utilization is calculated as the ratio of the Federal Reserve’s seasonally adjusted
index of industrial production to the comesponding index of capacity.

3. Primary processing includes textiles; lumber; paper; industrial chemicals; synthetic
materials; fertilizer materials; petroleum products; rubber and plastics; stone, clay, and glass:
primary metals; and fabricated metals.

4. Advanced processing includes foods; tobacco; apparel: furniture and fixtures, printing
and publishing; chemical products such as drugs and toiletries; agricultural chemicals; leather
and products; machinery; transportation equipment; instruments: and miscellaneous manufac-
tures.

5. Monthly highs, 1978-80; monthly lows, 1982.

6. Monthly highs, 1988-89; monthly lows, 1990-91.
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2.13 INDUSTRIAL PRODUCTION
Monthly data seasonally adjusted

Indexes and Gross Value'

1992 1997 1998
ro- 1997
Group gor- avg.
tion Apr. May June July Aug. Sept Oct. Nov. Dec. Jan. Feb.' Mar. Apr?
Index (1992 = 100)
MAJOR MARKETS
| Totalindex . ................. . ....... 100.0 | 124.5 | 123.1 | 1233 | 123.5 | 1245 | 1252 | 125.6 | 126.5 | 127.5 | 1279 | 1278 | 1274 | 127.7 | 127.8
2Products. .. ... 60.5 | 1185 | 117.2 | 117.7 | 117.6 | 118.1 | 119.2 | 119.7 | 120.2 | 121.2 | 121.0 | 121.3 | 1206 | 121.0 | 1212
3 Final products . ........ 463 | 1196 | 1180 | 1186 | 1186 | 119.2 | 1205 | 1203 | 121.5 | 1225 | 1222 | 1226 | 121.6 | 122.0 | 1223
4 Consumer goods, total .. ... 29.0 | 1144 | 1134 [ 1139 | 1135 | 1139 | 1146 | 1145 | 159 | 116.7 | 1159 | 1166 | 1152 | 1155 | 1155
5 Durable consumer goods . 6.1 | 131.3 | 1274 | 1288 | 129.8 | 128.1 | 132.1 | 1319 | 1314 | 1365 | 1347 | 1356 | 1343 | 1343 | 1355
6 Automotive products. . . 26 | 1299 | 1223 | 124.6 | 1267 | 1203 | 131.6 | 132.8 | 131.2 | 1384 | 133.8 | 1326 | 131.0 | 131.2 | 1323
7 Autos and trucks. . . 1.7 | 1365 | 1244 | 1276 | 130.3 | 1202 | 137.6 | 1409 | 139.7 | 147.8 | 142.7 | 1399 | 1372 | 135.1 | 1393
8 Autos, consumer . . 9 | 1152 | 110.7 | 1124 | 110.8 | 113.0 | 1186 | 1199 | 1152 | 1203 | 1139 | 116.0 | 1057 | 1052 | 107.7
9 Trucks, consumer . . ... T 1590 | 1427 | 1473 | 1542 | 1319 | 1612 | 166.5 | 168.6 | 1798 | 1757 | 1682 | 172.7 | 168.8 | 174.8
10 9| 1193 | 1182 [ 119.1 | 1203 | 1193 | 121.8 | 120.1 | 117.9 | 123.8 | 120.1 | 1209 | 121.0 | 1245 | (2L.0
i1 35 | 1323 | 1314 | 1321 1323 | 1344 | 1325 | (311 | 1315 | 1350 [ 1353 | 138.0 | 1369 | 1368 | 138.2
12 Appliances, televisi
conditioners. . ........... 1.0 | 1686 | 164.2 | 1665 | 1654 | 1748 | 169.8 | 1660 | 1694 | 1772 | 178.7 | 1864 | 188.1 | 191.] 197.2
13 Carpeting and furnitore. . ....... 8| 1170 | 1167 | 117.7 | 1190 | 1164 | 117.7 | 1162 | 1165 | 122.1 | 1168 | 122.5 | 1181 | 1152 | 117.1
14 Miscellaneous home goods. 1.6 | 1200 | 1203 | 1202 | 1203 | 122.1 [ 1198 | 1194 | 1186 | 119.2 | 122.1 | 1200 | 120.8 | 120.8 | 120.2
15 Nondurable consumer goods . ....... 230 | 1102 | 1099 [ 110.1 | 109.4 | 1103 | 1103 | 1102 | I12.1 | 111.8 | 111.3 | 1120 | 110.5 | 1109 | 110.6
16 Foods and tobacco . . . ... 10.3 | 1093 | 109.1 | 1089 | 108.1 | 109.6 | 1089 | 108.6 | 109.7 | 110.7 | 110.0 | 113.0 | 112.0 | 111.2 | 1116
17 Clothing. . ........ 2.4 95.9 96.5 95.8 954 95.8 96.0 96.0 96.4 95.1 95.1 95.2 93.5 94.0 93.6
18 Chemical products . 45 | 1191 | 1184 [ 1193 [ 119.1 | 117.3 | 1194 | 1194 | 123.0 | 121.3 | 121.8 | 1229 | 121.7 | 121.5 | 1214
19 Paper products. . . 29 | 1093 | 1082 | 1089 | 1098 | 1108 | 109.8 | 110.1 | (113 | 111.7 | 110.1 | 110.2 | 107.9 | 1056 | 1053
20 29 | 113 | 1119 | 1128 | 109.7 | 1124 | 1128 | 1124 | 1162 | 1139 | 113.5 | 1074 | 105.1 | 111.8 | 1099
21 8 1093 | 1096 | 111.3 | 1115 | 1088 | 111.0 | (10.8 | 112.0 | 106.7 | 109.3 [ 1105 | 110.0 [ (10.1 | 1105
22 20 | 120 | 1126 | 113.0 | 1083 | 1137 | 1132 | 1128 | 117.8 | 117.1 | 1151 | 1054 | 1022 | 112.2 | 109.1
23 Equipment........................... 172 | 1288 | 126.0 | 1268 | 127.7 | 128.6 | 130.9 | 130.6 | 131.3 | 132.8 | 1334 | 133.1 | 133.0 | 133.7 | 1345
24 Business equipment ................. 132 | 1419 | 1379 | 139.0 | 1402 | 141.6 | 1446 | 1444 | 1455 | 1475 | 1486 | 1473 | 1467 | 1478 | 1492
25 Information processing and related. . . . . . 54 | 168.1 | 163.0 | 1644 | 166.8 | 169.3 | 171.1 | 1729 | 1743 | 1747 | 176.0 | 1754 | 1774 | 1779 | 1814
26 Computer and office equipment . . .. .. 1.1 | 3856 | 3584 | 3653 | 3758 | 391.6 | 407.1 | 414.6 | 4203 | 427.3 | 440.1 | 457.1 | 473.1 | 494.1 | 509.1
27 Industrial ........................ 4.0 | 1333 | 1316 | 1315 | 131.7 | 133.7 | 1358 | 133.8 | 1359 | 1363 | 137.8 | 136.4 | 1343 | 1356 | 1347
28 Transit........... 25 | 111.2 | 1046 | 106.7 | 1073 | 1069 | 1133 | 1142 | 113.0 | 1199 | 121.2 | 119.8 | 1179 | 119.5 | 121.2
29 Autos and trucks. 1.2 | 1197 | 1125 | 1146 | 113.6 | 1115 | 120.3 | 1202 | 117.0 | 128.2 | 1246 | 121.1 | 1164 | 1206 | 1239
30 Other .................... 1.3 | 1350 | 1344 | 1352 | 1363 | 1363 | 137.9 | 135.1 | 1375 | 1373 | 1362 | 133.6 | 132.6 | 1339 | 1358
31 Defense and space equipment . . 33 75.2 754 75.6 76.0 749 75.0 74.7 74.7 74.5 74.5 75.7 76.0 754 757
32 Oil and gas well drilling.. . ......... 6 | 1497 | 1514 | 1507 | 1509 [ 1520 | 4532 | 1533 | 149.1 | 150.0 | 1459 | 154.0 | 1589 | 158.6 | 150.5
33 Manufactured homes. . ....... ....... 2] 1391 | 1429 | 1419 | 139.1 | 1435 | 1395 | 137.2 | 1369 | 138.1 | 1324 | 144.0 | 148.6 .. R
34  Intermediate products, total 14.2 115.1 114.7 114.9 1147 114.6 1153 115.2 116.3 117.3 1174 117.4 117.6 117.7 1175
35 Construction supplies . . . A 53 | 1208 | 1218 | 1222 | 1222 | 1212 | 1227 | 1204 | 121.3 | 123.6 | 123.2 | 1252 | 1259 | 125.1 | 1249
36 Business supplies ................... 89 | 11L1 | 1106 | 110.6 | 110.2 | 1106 | 111.0 | 1122 | 1134 | 1135 | 113.9 | 1129 | 1127 | 1133 | 1132
37 Materials . ................ .. .00 L. 395 | 1341 | 1325 | 1324 | 133.0 | 1349 | 1349 | 1361 | 136.7 | 137.7 | 1389 | 138.2 | 1382 | 138.5 | 1385
38  Durable goods materials. 208 | 158.2 | 155.1 | 1554 | 1569 | 1593 | 160.3 [ 1613 | 163.2 | 1650 | 166.5 | 1662 | 1658 | 1659 | 166.1
39 Durable consumer parts . . . ... . 4.0 | 139.2 | 137.1 | 1347 | 1362 | 139.2 | 140.3 | 140.7 | 141.8 | 1423 | 1469 | 1385 | 1394 | 138.7 | 1383
40 Equipment parts ... . ... . 7.6 | 2219 | 2134 | 2167 | 220.0 | 2246 | 2276 | 229.6 | 2333 | 2379 | 2409 | 2455 | 2463 | 2475 | 2484
41 . 92 | 1255 | 1247 | 1245 | 1250 | 1259 | 1260 | 1266 | 127.8 | 1288 | 1283 | 1288 | 1273 | 1272 | 1273
42 Basic metal materials . 3.1 | 1206 | 1188 | 1199 | 1212 | 1211 121.8 | 1217 | 1225 | 1249 | 1222 | 1250 | 1245 | 1222 | 1219
43 Nondurable goods materials 89 | 113.0 | 113.0 | 111.8 | 111.9 | 1135 [ 1123 | 1133 | 113.1 | 1144 | 116.0 | 1145 | 1155 | 114.1 | 1139
44 Textile materials . . . .. 1.1 | 1093 | 1094 | 106.1 | 108.) | 1123 | 1084 | 1114 | 1119 | 111.0 | 1125 | 107.9 | 108.8 | 1079 | 106.8
45 Paper materials . . . 1.8 | 1126 | 1126 | 1126 | 1109 | 113.8 | 1143 | 1127 | 1134 | 1122 | 113.7 | 1123 | 113.7 | 110.1 | 109.8
46 Chemical materials 39 | 1152 | 1154 | 1138 | 1138 [ 1151 [ 1139 | 1156 | 1150 | 1165 | 119.1 | 1192 | 119.0 | 1183 | 1182
47 Other ........... 2.1 110.3 109.7 109.5 110.8 110.1 108.6 109.5 109.0 113.7 113.3 109.4 112.5 111.5 111.7
48  Energy materials . . 9.7 | 103.9 | 1037 | 103.7 | 1032 | 1046 | 1039 | 1055 | 1047 | 103.9 | 1042 | 103.7 | 103.5 | 105.6 | 1053
49 Primary energy ...... .. .. 6.3 | 101.7 | 1017 [ 102.1 | 101.0 | 1023 | 1024 | 1022 | 101.7 | 1014 | 100.7 | 102.8 | 1024 | 103.2 | 103.1
50 Converted fuel materials.. .. . ....... 33 | 1083 | 107.6 | 106.8 | 1073 | 109.0 | 1068 | 111.8 | 110.6 | 108.6 | 1109 | 1055 [ 105.5 | 1102 | 109.7
SPECIAL AGGREGATES
51 Total excluding autos and trucks . .......... 97.0 [ 1243 [ 123.2 | 1234 | 1236 | 1248 | 1251 | 1254 [ 1265 | 127.2 | 1277 | 1277 | 1274 | 127.7 | 12717
52 Total excluding motor vehicles and parts . ... ... 95.1 | 123.8 | 122.7 | 123.0 | 1231 | 1243 | 1246 | 1248 | 1259 | 1266 | 127.0 | 127.3 | 1269 | 127.2 | 1273
53 Total excluding computer and office
equipment ............... ... 982 | 121.9 | 1207 | 1209 | 1211 | 122.0 | 122.6 | 1229 | 123.8 | 124.8 | 125.1 | 1249 | 1244 | 124.6 | 1246
54 Consumer goods excluding autos and trucks . 274 | 113.2 | 1128 | 1131 1125 | 113.5 | 1134 | 113.0 | 1146 | 1150 | 1144 | 1154 | 1140 | 1144 | 1142
55 Consumer goods excluding energy ......... 262 | 1148 | 1136 | 1140 | 1140 | 1141 | 1149 | 1147 | 1159 | 1170 | 1162 | 1179 | 1166 | 1160 | 1163
56 Business equipment excluding autos and
trucks. ... 12.0 | 1445 | 141.0 | 1419 | 1434 | 1452 | 1475 | 1473 | 1490 | 149.7 | 1515 | 1505 | 1503 | 151.0 | 1523
57 Business equipment excluding computer and
office equipment .. .................. 12,1 | 129.0 | 1260 | 1269 | 127.7 | 1286 | 131.2 | 130.8 | (31.8 | 1335 | 1344 | 1327 | 1316 | 1322 | 1332
58 Matenials excluding energy .. . .......... 298 | 1437 | 1416 | 1414 | 1425 | 1446 | 1448 | 1458 | 1470 | 148.6 | 1502 | 1494 | 1495 | 149.1 | 149.2
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value' —Continued
N 1992 1997 1998
SIC pro- 1997
Group cade por- avg.
tion Apr. May June Tuly Aug. | Sept. Oct. Nov. Dec Jan® | Feb” | Mar. | Apcf
Index (1992 = 100)
MAJOR INDUSTRIES
59 Totalindex. .............. . 1000 | 1245 | 123.1 | 1233 | 123.5 | 1245 | 1252 | 125.6 | 1265 | 127.5 | 1279 | 1278 | 1274 | 127.7 | 1278
60 Manpfacturing 85.4 127.0 1254 125.7 126.1 [26.9 1279 128.0 129.1 1304 130.9 301 130.7 130.5 130.8
61  Primary processing. . . . 26.5 118.1 117.7 117.7 117.7 118.3 1185 118.6 1189 120.0 120.5 120.6 120.3 119.8 1197
62 Advanced processing . .. .. ... 589 | 1314 | 129.2 | 1296 | 1302 | 131.2 | 1325 | 1327 | 1341 | 1355 | 136.1 | 1364 | 1359 | 1358 | 1364
63 Durablegoods............. 45.0 142.3 139.5 140.1 141.2 142.4 1443 144.4 145.5 147.7 148.6 148.3 147.8 148.1 148.7
64 Lumper and products . . 24 20 114.9 115.9 1164 117.0 | 116.1 1154 113.3 1129 117.0 114.4 114.8 116.8 116.5 117.1
65 Furniture and fixtures 25 14 122.5 1235 123.3 123.5 1242 1211 122.0 1230 124.1 1244 1225 120.6 121.1 1213
66 Stone, clay, and glass
Cproducts oLl 32 2.1 (1205 (12011 [ 1194 | 1200 | 1209 | 1205 | 121.2 | 1210 | 1221 | 1234 | 1223 | 1215 | 1219 | 1215
67 Primary metals. . 33 31 124.5 1223 1242 1249 125.2 1255 125.9 1274 128.9 1272 1293 1277 126.0 125.3
68 Tron and steel . 331,2 L7 | 1228 | 121.2 | 1239 | 1226 | 1222 | 121.8 | 1245 [ 1264 | 127.0 | 1260 | 1279 | 1267 | 1238 | 123.2
69 Raw steel . . 331PT .1 115.9 115.1 1154 114.9 1155 116.1 119.2 1177 1209 119.2 122.8 123.7 119.5 118.7
70 Nqnfen'ous AAAAAAAAAAAA 333-6,9 1.4 126.4 123.5 124.6 127.7 128.8 129.9 127.7 1286 131.1 128.5 131.0 1289 128.6 1279
7L Fabricated metal products. . . 34 50 122.9 122.5 122.7 1219 1224 122.8 122.7 1244 124.7 126.7 1256 124.4 124.6 1240
72 Industrial machinery and
equipment. . ......... 35 8.0 171.4 167.8 168.0 168.8 172.2 175.9 173.7 176.5 177.7 178.6 180.3 179.3 181.9 1828
73 Computer and office
equipment. .. ........ 357 1.8 | 3823 | 3541 |3614 | 3723 | 3885 | 4039 | 4120 | 4180 | 4257 | 4383 | 457.1 | 4733 | 4948 | 509.8
74 Electrical machinery. . ... .. 36 7.3 | 2315 | 2237 | 2263 | 2297 | 2355 | 236.8 | 237.5 | 2408 | 247.4 | 2499 | 2529 | 254.0 | 2545 | 256.9
75 Transportation equipment . . . 37 9.5 (1156 | 1107 | 110.8 [ 1130 | 1122 | 1170 | 1188 | 1183 | 121.6 [ 1234 [ 1199 | 1192 | 1189 [ 119.6
76 Motor vehicles and parts . 371 49 1372 | 129.7 | 1292 | 1325 | 1300 | 1389 | 141.2 | 1396 | 1459 | 1466 | 1383 | 1367 | 1368 | 1389
77 Autos and light trucks . 371PT 26 (1283 (1178 | 1206 | 1224 | 1150 | 1295 | 1323 | 1304 | 137.7 | 1325 | 130.8 | 1267 | 12496 | 128.7
8 Aerospace and
miscellaneous
transportation
equipment. .. .. ... 372-6,9 4.6 94.4 92.0 9.7 93.8 94.6 95.5 96.8 973 97.9 100.6 101.8 101.9 101.3 100.5
79 38 54 108.0 106.6 107.6 107.9 108.0 109.2 108.9 109.7 109.5 109.0 109.0 1094 109.0 110.1
80 39 1.3 | 1259 | 1251 | 1255 | 1260 | 1270 | 126.7 | 126.1 | 1265 | 1262 | 1285 | 1280 | 128.5 | 1283 | 1289
81 404 | 1101 [ 1108 | 1107 | 1105 | 1109 | 111.0 | 1113 | 1122 | 1§26 | 1129 | 113.6 | 113.1 | 1124 | 1126
82 20 94 |1109.6 |109.2 | 1092 | 1088 | 110.0 | 1089 | 108.6 | 1092 | 1109 | 1109 | 1129 | 1122 | 1114 | 112.0
83 21 16 | 1127 113.0 1115 109.0 110.5 125 112.0 1188 115.9 110.1 116.9 1159 114.9 114.1
84 22 1.8 109.6 109.2 107.2 109.1 110.7 1107 111.4 1116 112.5 110.4 1.8 109.7 108.8 108.5
85 23 22 99.6 99.8 99.8 99.6 99.7 99.1 99.1 99.3 98.6 99.3 99.3 97.7 97.7 97.5
86 Paper and producs. . . o 26 36 1129 1124 112.6 1.7 114.2 1144 113.7 1128 13.6 114.1 1124 114.5 tis et
87 Printing and publishing. . . . . 27 6.7 104.9 1044 104.5 104.1 104.1 104.4 105.1 106.7 107.4 107.1 106.5 105.7 104.5 104.6
88 Chemicals and products . . . . 28 99 | 1153 | 1152 | 1145 | 1146 | 1143 | 1145 | 1156 | (167 | 1165 | 1182 | 1187 | 1182 | 1181 | 1179
89 Petroleum products. . .. .... 29 14 109.4 110.1 111.4 111.3 108.9 109.7 110.1 .2 108.6 109.7 1123 HI.1 112.4 113.0
X Rubber and plastic products . 30 35 | 1264 (1244 | 1254 | 1256 | 1260 | 1279 | 127.6 | 1274 | 129.6 | 1293 | 129.3 | 1295 | 1299 | 1313
91 Leather and products . . .. .. 31 3 737 759 75.3 74.0 74.0 712 70.9 724 710 713 69.4 70.9 689 674
92 Mining . ...l 69 |106.0 (1055 | 1067 | 1057 | 106.5 | 1063 | 106.5 | 1059 | 106.1 | 1057 | 108.4 | 1078 | 107.4 [ 107.2
93 Metal. . .. 10 S5 106.9 105.3 1059 109.9 105.2 106.0 105.3 1111 113.2 103.8 105.3 113.2 107.0 107.9
94 Coal ..... ..... 12 1.0 | 1099 1054 1159 107.4 112.1 107.7 109.5 109.6 111.2 117.4 116.0 108.4 109.4 110.6
95 Oil and gas extraction . . 13 4.8 103.2 103.8 103.4 102.9 103.9 104.1 1043 103.1 102.6 101.7 105.0 105.2 105.4 104.6
96  Stone and earth minerals . .. .. 14 6 | 1188 116.8 118.2 1209 117.8 1199 117.7 1162 119.2 120.2 1243 1226 118.6 120.0
S 77 112.5 1125 1118 110.9 1138 113.0 115.1 116.9 1153 114.3 108.7 108.5 1151 11238
-|491,493PT 6.2 113.1 127 110.4 110.7 113.8 113.1 115.7 118.1 114.7 114.2 110.2 110.6 115.5 112.9
492 493PT 1.6 111.0 1115 117.1 111.9 113.5 1125 112.7 19 117.8 115.0 103.0 100.7 113.4 125
SPECIAL AGGREGATES
100 Manufacturing excluding motor
vehicles and parts .. ...... 80.5 126.4 1252 125.5 125.7 126.7 127.2 1273 1284 129.4 130.0 130.7 130.3 130.1 1304
101 Manufacturing excluding office
and computing machines . . . 83.6 124.1 1227 122.9 123.2 1239 124.8 124.9 1259 127.2 127.6 127.8 127.2 1269 127.2
Gross value (billions of 1992 dollars, annual rates)
MAJOR MARKETS
102 Products, total . ............. 2,001.9 (2,373.2 |2,353.4 | 2,365.8 | 2,365.3 | 2,368.4 | 2,402.0 | 2,396.9 | 2,416.1 | 2,442.2| 2,435.3| 2,442.8| 2,428.0 2,437.0| 2.444.5
103 Final...................... 1.552.1 |1,855.8 | 1,832.9 | 1,844.4 | 1,844.6 | 1,849.1 | 1,879.3 | 1,875.6| 1,850.6| 1,911.0| 1,504.9| 1,911.9| 1,895.8| 1.903.5 1.911.9
104 Consuimer goods . 1.049.6 |1,195.5 | 1,187.7 | 1,194.1 | 1.190.2 | 1,191.0| 1,205.2 | 1.203.3 | 1.215.9| 1,224.1| 1.215.7| 1,224.6| 1,210.9| 1.213.0[ 1,215.3
105  Equipment. . ... 502.5 | 660.0 | 6448 | 649.8 [ 654.1 6578 | 674.0| 672.3| 6745| 6869 689.4| 687.3| 685.1 6912 6970
106 Intermediate ................ 4499 | 5181 5206 | 521.7 | 5210 5199| 523.7| 522.2| 5265| 532.3| 5314 5320 5328 533.8 5335

1. Data in this table also appear in the Board's G.17 (419) monthly statistical release. For
the ordering address, see the inside front cover. The latest historical revision of the industrial
production index and the capacity utilization rates was released in December 1997. The recent
annual revision is described in an article in the February 1998 issue of the Bulletin. For a
description of the aggregation methods for industrial production and capacity utilization, see
“Industrial Production and Capacity Utilization: Historical Revision and Recent Develop-

ments,” Federal Reserve Bulletin, vol. 83 (February 1997), pp. 67-92. For details about the
construction of individual industrial production series, see “Industrial Production: 1989
Developments and Historical Revision,” Federal Reserve Bulletin, vol. 76, (April 1990), pp.
187-204.

28

dard industrial ci

ion




A46 Domestic Nonfinancial Statistics [ July 1998

2.14

HOUSING AND CONSTRUCTION

Monthly figures at seasonally adjusted annual rates except as noted

1997 1998"
Item 1995 1996 1997
June July Ang. Sept. Oct. Nov. Dec. Jan. Feb. Mar.
Private residential real estate activity (thousands of units except as noted)
NEW UNITS
| Permits authorized. . . 1,333 1,426 1,442 1.398° 1,441" 1,445° 1,475 1,502" 1,475 1,467 1,553 1,635 1,569
2 Onefamily......... 997 1,070 1,056 1.051° 1,052° 1,059° 1,084 1,106 1,102" 1,094° 1,142 1176 1,136
3 Two-family or more . 335 356 387 347° 389 386" 391° 396" 373" 373¢ 411 459 433
4 Started ....... ... 1354 1,477 1,474 1,502 1,461 (,383 1,501 1,529 1,523 1,540 1,545 1,616 1,575
5 One-family......... 1,076 1161 1,134 1,132 1,144 1,076 L174 1,124 1,167 1,130 1,225 1,263 1,232
6  Two-family or more . ... . .. 278 316 340 370 317 307 327 405 356 410 320 353 343
7 Under constuction at end of period! . 776 820 R34 828 836 g4 843 853 862 872 888 908 913
8  One-family.......... 554 584 570 566 570 567 571 574 575 580" 593 609 617
9  Two-family or more .. 222 235 264 262 266 267 272 279 287 292 295 299 296
10 Completed ............ 1,319 1,405 1,407 1,307 1,331 1.335 1,433 1,384 1,432 1413 1314 1,451 1.488
11 One-family.......... 1.073 1,123 1,122 1,097 1,074 1.062 1,133 1,063 1,145 1,004 1.007 1,131 1,132
12 Two-family or more . . 247 283 285 210 257 273 300 321 287 319° 307 320 356
13 Mobile homes shipped .............. 341 361 354 353 356 354 351 349 352 353 362 377 374
Merchant builder activity in
one-family units
14 Numbersold ...................... 667 757 803 810 808 799 809 805 875 805" 847 872 828
15 Number for sale at end of period. . . . . . . 374 326 287 288 288 286 284 284 280 2827 283 284 290
Price of units sold (thousands
0] dollar.v)2
16 Median........................... 133.9 140.0 1459 145.0 145.9 144.0 146.3 141.5 145.0 1459 148.0 155.0 153.9
I7 Average .......... ... .. ... 158.7 166.4 175.8 1794 1755 170.7 177.5 1729 175.4 175.8° 179.3 179.6 183.5
EXISTING UNITS (one-family)
18 Numbersold .................... .. 33812 4,087 4215 4,120 4,180 4,280 4,300 4,380 4,390 4,370 4,370 4,770 4,890
Price of units spld (thousands
of dollars)™
19 Median . .................... ..., 1131 118.2 124.1 127.2 126.5 127.5 125.8 1244 124.3 1259 126.1 1245 127.1
20 AVEFAgE ...t 139.1 145.5 154.2 158.4 157.6 159.1 1554 154.7 155.0 1575 156.8 153.6 157.2
Value of new construction (millions of dollars)3
CONSTRUCTION
21 Total putin place.................. 534,463 | 567,179 | 600,116 | 594,195 | 603,002 | 603,683 | 605,748 | 611,742 | 610,933 | 616,027 | 619,733 | 624,635 | 624,995
22 Private ... 407,370 | 435,929 | 461,401 [ 456,927 | 464,326 | 465,236 | 468,822 | 469,560 | 470,041 | 475262 | 483,253 | 486,346 | 489,255
23 Residential . . . 231,230 | 246,659 | 259,575 | 257,277 | 258,803 | 259958 | 263,799 | 265,422 | 267,207 | 270,822 | 275,667 | 279,229 | 283,292
24 Nonresidential . . 176,140 | 189,271 | 201,826 | 199,650 | 205,523 | 205,278 | 205,023 | 204,138 | 202,834 | 204,440 | 207,586 { 207,117 | 205,963
23 Industrial buildings . .. 32,508 31,997 30,707 | 31,046 | 31,796 | 31,480 | 30,675 | 30,048 | 29,352 | 29,697 | 29,885 | 30850 | 31,409
26 Commercial buildings . 68,223 | 74593 80,823 | 79,009 | 82,346 | 81552 | 80.551 81,489 | 81,511 82,104 | 84528 | 80.509 | 81,176
27 Other buildings ........ 27,089 30,525 36,998 35,775 36,672 37,274 38.729 37,707 37,681 38,345 37,787 38.520 38,060
28 Public utilities and other. . . 48.323 51,156 53,298 53,820 54,709 54,972 55,068 54,894 54,290 54,294 55,386 57.238 55,318
29 Public. ...l 127,092 | 131,250 | 138,715 | 137,268 | 138,676 | 138,448 | 136,926 | 142,182 | 140,893 | 140,765 | 136,480 | 138.289 | 135740
30  Miltary .. 2,983 1,541 2,553 2,580 2,738 2,767 2,451 2,827 2,740 2,234 2,483 2918 2,865
3t Highway. . .. ..... . . . .. ..., 36,319 37,898 41,148 41,531 41,087 41,715 40,126 39,484 44.271 42.114 41,718 42,986 42,012
32 Conservation and development. . ... 6,391 5.807 5,467 4,952 5.002 5,469 6,177 4,859 5,209 5910 5.270 6,193 5.449
33 Other ... il 81399 | 85,005 | 89,547 | 88,205 89,849 | 88497 | 88,172 | 95012 | 88,673 | 90,507 | 87.009 | 86,192 | 85414

1. Not at annual rates.
2. Not seasonally adjusted,

3. Recent data on value of new construction may not be strictly comparable with data for
previous periods because of changes by the Bureau of the Census in its estimating techniques.
For a description of these changes, see Construction Reports (C-30-76-5), issued by the

Census Bureau in July 1976.

SOURCE. Bureau of the Census estimates for all series except (1) mobile homes, which are
private, domestic shipments as reported by the Manufactured Housing Institute and season-
ally adjusted by the Census Bureau, and (2) sales and prices of existing units, which are
published by the National Association of Realtors. All back and current figures are available
from the originating agency. Permit authorizations are those reported lo the Census Bureau
from 19,000 jurisdictions beginning in 1994.
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2.15 CONSUMER AND PRODUCER PRICES

Percentage changes based on seasonally adjusted data except as noted

Change from {2 Change from 3 months earlier .
months earlier (annual rate) Change from [ month carlier
Index
Ttem level,
1997 1998 1997 1998 Apr.1
1697 1998 1998
Apr. Apr.
June Sept. Dec. Mar. Dec. Jan. Feb. Mar. Apr.
CONSUMER PRICES?
(1982-84=100)
1 Allitems .. ............................. 25 14 1.5 23 1.5 2 1 0 1 0 2 162.5
2Food.. ... 2.8 20 2.1 28 1.5 L3 0 3 0 0 A 159.8
3 Energy items ............... .0 -74 —-118 83 N -21.1 —-1.8 -24 -2.2 -1.2 =1 101.9
4 All items less food and energy . 27 2.1 2.6 17 2.4 24 2 2 3 1 3 173.0
S Commodities ............. 1.1 2 6 -3 6 8 0 1 2 -1 Bt 143.8
6 Services ................. il 33 30 3.1 2.6 33 30 3 2 3 2 4 189.7
PRODUCER PRICES
(1982=100)
7 Finished goods. . ........... ... .. .. 8 12 =30 1.2 -12 -42 -2 -7 -1 -3 2 130.0
8  Consumer foods. . 2.4 -5 -35 —15 15 -2.1 O -6 k3 -4 4 133.6
9 Consumer energy. . . .. —-1.8 —8.7 —13.0 6.0 -5.7 ~26.2 -6 -3.8 -18 ~19 -.1 74,7
10 Other consumer goods. 1.0 7 -6 17 -3 6 -0 -1 A 1 3 146.2
11 Capital equipment . ........ .. .. .. 2 -6 -9 6 =20 -3 -1 0 -1 0 .1 137.8
Intermediate materials
12 Excluding foods and feeds .......... ... .. .. -2 -1.2 -1.6 6 -6 -44 -2 -5 -2 -4 .1 123.7
13 Excluding energy......... ............... 2 -1 3 b6 0 -12 .0 -1 -1 -.1 .0 134.1
Crude materials
14 Foods ......... —24 -9.0 —10.8 -5.0 4.1 —13.4 Q0 -34" -7 7 3 106.2
15 Energy . .. —125 -6.3 113 21.8 54 —54.6 -13.2" —8.3" -6.5 -43 35 716
16 Other ...... ... ... . i -8 -5.8 -37 3 -82 —14.7 ~1.6 21" N -19 9 147.4
1. Not seasonally adjusted. SOURCE. U.S. Department of Labor, Bureau of Labor Statistics.

2. Figures for consumer prices are for all urban consumers and reflect a rental-equivalence
measure of homeownership.
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2.16 GROSS DOMESTIC PRODUCT AND INCOME

Billions of current dollars except as noted; quarterly data at seasonally adjusted annual rates

1997 1998
Account 1995 1996 1997
Ql Q2 Q3 Q4 Ql
GROSS DOMESTIC PRODUCT
Phetal ... e 7,265.4 7,636.0 8,079.9 7,933.6 8,034.3 8,124.3 8,2274 8,344.9
By source
2 Personal consumption expenditures .. ....... ... ... oo 4,957.7 5.207.6 5.485.8 5,405.7 5.432.1 5.527.4 55778 5,666.5
3 Durable goods ... ... 608.5 634.5 659.3 658.4 644.5 667.3 666.8 688.8
4 Nondurable goods ............. ... ... oo, 1.475.8 1,534.7 1,592.0 1,587.4 1,578.9 1,600.8 1,600.9 1.621.2
5 SEIVICES ..ttt e 28734 3.0384 32345 3,159.9 3,208.7 3,259.3 33100 33565
6 Gross private domestic investment .. ........... ... ... i 1,038.2 1.116.5 1,242.5 1.193.6 1,242.0 1,250.2 1,284.1 1.352.1
7  Fixed investment 1,008.1 1.090.7 1,174.1 1.127.5 1,160.8 1.201.3 1,206.8 1,248.6
8 Nonresidential 7230 7814 846.9 8113 836.3 872.0 868.0 896.3
9 200.6 2152 230.2 2274 226.8 2329 2339 2309
10 5224 566.2 616.7 583.9 609.5 639.1 634.2 665.4
11 285.1 309.2 3272 316.2 3246 3293 338.8 3523
12 Change in business inventories ...............oiviuiniivuni... 30.1 259 68.4 66.1 81.1 489 71.2 103.5
13 Nonfarm . ... 38.1 23.0 61.7 622 749 409 68.7 96.5
14 Net exports of goods and services .................. ...l -86.0 —94.8 =011 —98.8 ~88.7 -HL3 —1053 —136.8
15 Exports ................... . 8184 870.9 957.1 9222 960.3 965.8 980.0 960.4
16 IMPOIES ...ttt i e 904.5 965.7 1.058.1 1.021.0 1.049.0 10771 1,085.4 1,097.2
17 Government ¢ ption expendi and gross in' 1,355.5 1,406.7 1,452.7 1,433.1 1.449.0 1.457.9 1,470.9 1.463.1
I8 Federal ............ .. .o i 509.6 5200 5238 516.1 526.1 525.7 527.3 515.3
19 State and local 846.0 886.7 928.9 917.0 923.0 932.3 943.6 947.7
By major tvpe of product
20 Final sales, total ... ... . e 72353 7,610.2 80115 7.867.4 7.953.2 80753 8.150.2 8,241.3
S ... 2,637.9 2,759.3 2,876.7 28384 2,854.9 2.903.2 29104 2,951.5
2 Durable . .. 1.133.9 1.212.0 1.284.0 1.248.0 1.275.3 1,305.3 1,307.3
23 Nondurable . . 1,503.9 1.547.3 1.592.8 1,590.4 1,579.6 1,597.9 1,603.1
24 SEIVICES . ...ttt e 3.980.7 4.187.3 44304 43382 4.400.1 4.462.3 4.521.0
25 SHIMUCIULES . .novt ettt et il 616.8 663.6 704.4 690.8 698.2 709.8 718.8
26 Change in business iNVENIOTICS .. ...........coviineiiinninnannns 30.1 25.9 68.4 66.1 8t.1 489 77.2 103.5
27  Durable goods - 29.1 169 33.0 318 46.8 18.6 348 413
28  Nondurable goods .............. ... .o 1.1 9.0 354 343 344 30.3 424 56.3
MEMO
29 Total GDP in chained 1992 dollars ............................. 6,742.1 6,9284 7,188.8 7,101.6 7,159.6 7,214.0 7,280.0 7,365.6
NATIONAL INCOME
30 Tetal .. ... 59123 6,254.5 6,649.7 6,510.0 6,599.0 6,699.6 6,790.1 6,902.9
31 Compensation of employecs .................. ... ... 42154 4,4269 4,703.6 4.606.3 4,663.4 4.725.2 4.819.6 4916.7
32 Wages and salaries .......... ... 34426 3,633.6 3.878.6 3.792.7 3.842.7 3.897.3 3.981.6 4.,066.2
33 Government and government enterp: 623.0 642.6 665.3 657.8 662.0 667.7 673.7 682.1
34 Other ....................... 2.819.6 29910 3.2133 3,1349 3.180.8 3.229.6 3,3079 3,384.)
35  Supplement to wages and s 7729 793.3 825.0 813.6 820.7 8279 8379 850.5
36 Employer contributions for social ins . . 366.0 385.7 408.4 401.3 405.6 410.2 416.6 425.5
37 Other laborincome ... ... ... ... ... il 406.8 407.6 416.6 4123 4151 4177 4214 425.1
38 Proprietors’ income’ ... ... 489.0 5203 5445 534.6 543.6 5472 5525 556.7
39 Business and profe: ional' . 465.5 483.1 503.8 4944 500.0 506.3 514.3 524.2
40 L D 234 372 407 40.2 436 40.9 382 325
41 Rental income of perscns: ..................................... 1328 146.3 147.9 149.0 148.7 148.0 145.7 143.6
42 Corporate proﬁl:iI ............................................ 650.0 7359 805.0 779.6 795.1 827.3 818.1 8225
43 Profits before tax® ... . 622.6 676.6 729.8 708.4 7198 753.4 737.3 718.4
44 Inventory valuation adjustment . . -243 =25 5.5 35 5.9 1.6 92 302
45 Capital consumption adjustment 51.6 61.8 69.7 67.7 69.4 70.3 71.6 73.9
46 Net IMeTest .. ... ... . it i 425.1 4251 448.7 4405 448.1 451.8 454.2 463.3

1. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

3. For after—tax profits, dividends, and the like, see table 1.48.
SOURCE. U.S. Department of Commerce, Survey of Current Business.
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2.17 PERSONAL INCOME AND SAVING

Billions of current dollars except as noted; quarterly data at seasonally adjusted annual rates

1997 1998
Account 1995 1996 1997
Q1 Q2 Q3 Q4 Ql
PERSONAL INCOME AND SAVING
| Total personal income ...................... .. ... ... 6,150.8 6,495.2 6,873.9 6,746.2 6,829.1 6,906.9 7,013.5 7,125.9
2 Wage and salary disbursements ...............................L 34295 3,632.5 3,8774 3,915 3,841.6 3,896.1 3,9804 4,065.0
3 Commodity-producing industries . . 864.4 909.1 960.3 942.9 952.8 961.4 984.1 997.9
4 Manufacturing ............. . 648.4 674.7 706.0 694.1 700.3 706.0 723.4 7304
5  Distributive industries . 783.1 8233 876.3 856.8 867.0 880.8 900.6 919.0
6 Service industries . ... 1,159.0 1,257.5 1,375.5 1,334.1 1,359.8 1,386.3 1,422.0 1,466.1
7 Government and government enterprises . .. 623.0 642.6 665.3 657.8 662.0 667.7 673.7 682.1
8 Other laborincome ............ ... ...l 406.8 407.6 416.6 4123 415.1 4177 4214 425.1
9 Proprietors’ income' ...... . 489.0 5203 5445 5346 543.6 547.2 552.5 556.7
10 Business and professional’ . 465.5 483.1 503.8 4944 500.0 506.3 5143 5242
11 Fam' ......... ... . 234 372 40.7 40.2 436 409 382 325
12 Rental income of persons® . . 1328 146.3 147.9 149.0 148.7 148.0 145.7 1436
13 Dividends .............. . 2519 291.2 3215 3125 3183 3245 330.7 336.8
14 Personal interest income . 718.9 735.7 768.6 757.2 766.1 772.6 7784 783.3
15 Transfer payments ... 1,015.0 1,068.0 1,121.1 1,107.2 1,117.0 1,125.7 1,134.8 1,1536
16  Old-age survivors, disal , and health insurance benefits . .. 507.8 537.6 566.7 558.9 564.4 569.4 574.2 584.9
}7  LESS: Personal ibutions for social insurance ................ 293.1 306.3 323.7 318.2 3213 3248 3304 338.2
18 EQUALS: Personal income ...................ooiviiiiiiiiin 6,150.8 6,495.2 6,873.9 6,746.2 6,829.1 6,906.9 7,013.5 71259
19  LESs: Personal tax and nontax payments ....................... 795.1 886.9 988.7 955.7 979.2 998.0 1,022.1 1,059.7
20 EQUALS: Disposable personal income ........................... 5.355.7 5.608.3 5.885.2 5,790.5 5,849.9 5,908.9 59914 6,066.3
21  LESS:Personaloutlays .............. ... ... ...l 5,101.1 5,368.8 5,658.5 5,574.6 5,602.8 5,700.8 5,7155.6 5.844.1
22 EQUALS: Personal saving .............coovviiiiiiiininiiaiia 254.6 239.6 226.7 2159 247.0 208.2 2358 2221
MEMO
Per capita (chained 1992 dollars)
23 Gross domestic product ........... ... i 25,615.7 26,085.8 26,834.0 26,597.8 26,765.0 26,897.9 27,0733 27,3409
24 Personal consumption expenditures . . 17,4592 17,748.7 18,168.9 18,0452 18,053.9 18,255.7 18,319.6 18,558.0
25 Disposable personal income ... 18,8610 | 19,1160 | 194930 | 193310 | 194390 | 195180 | 196810 | 19.865.0
26 Saving rate (PErcent) ... 4.8 43 39 37 42 35 39 37
GROSS SAVING
27 GrosSSAVINE ..........ooiuinininiiiiiiiiii s 1,165.5 1,267.8 1,394.3 1,332.9 1,396.9 14116 1,435.8 1,493.6
28 Gross private saving .. ..... e 1,093.1 1,125.5 1,164.2 1,134.0 1,178.1 1,159.6 1,185.2 1,184.2
29 Personal SaVIng ... ....ooiuiii i e e 254.6 239.6 226.7 2159 247.0 208.2 2358 222.1
30 Undistributed corporate proﬁts' . 1724 202.1 2195 2115 217.6 230.0 2189 2249
31 Corporate i dj —243 -25 55 35 59 36 9.2 302
Capital consumption allowances

32 COMPOTAtE ... ..iviri i s 4289 4523 475.6 4674 4726 478.0 484.5 489.7
33 NONCOMPOFAIE .. ...\ttt ittt iaeeaaaaaas 224.1 2305 2412 238.0 2397 2424 2449 246.4
34 Gross government Saving . ... ...........oouiiniiiininiiiiiiiaias 724 142.3 230.1 198.9 218.8 2519 250.6 3093
35 Federal ..................... . -103.6 -393 4238 159 34.7 60.8 597 1204
36 Consumption of fixed capital . ................ . 709 712 716 714 715 716 71.8 715
37 Current surplus or deficit (=), national accounts. . . -1744 -110.5 -28.8 -55.5 -36.8 -10.8 -12.1 49.0
38 Stateandlocal ... . 176.0 1815 1873 1829 184.1 191.1 190.9 188.9
39 Consumption of fixed lal . 729 76.2 795 78.2 79.2 797 808 81.3
40 Current surplus or dcﬁcn =) nati 103.1 105.3 107.8 104.7 104.9 1114 110.1 107.6
4] Grossinvestment ................. ..., 1,137.2 1,207.9 1,308.3 1,268.6 1,3234 1,3084 1,332.7 1,379.2
42 Gross private domestic investment ................. ... ... ... 1,038.2 1L116.5 1,242.5 1,193.6 1,2420 1,250.2 1,284.1 1,352.1
43 Gross government investment . 2134 2243 226.0 2233 2274 227.1 226.1 2238
44 Net foreign investment ............. ..ot —114.4 -1329 -160.2 —1484 —146.0 -168.9 -1774 —196.7
45 Statistical discrepancy. ..., -282 —59.9 —86.0 —64.3 —73.5 —-103.2 -103.1 ~114.4

1. Withi y valuation and capital pti dj SOURCE. U.S. Department of Commerce, Survey of Current Business.

2. With capital consumption adjustment.
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3.10 US. INTERNATIONAL TRANSACTIONS Summary

Millions of dollars; quarterly data seasonally adjusted except as noted'

1996 1997
ftem credits or debits 1995 1996 1997 T
Q4 Ql Q2 Q3 QP
1 Balance on current account. .. .. .......ooviiiiiiiii —129,095 —148,184 —166.446 —36.874 -39916 —37.7195 -43,114 —45.619
2 Merchandise trade balance” . —173,560 - 191,170 —198,934 —48.190 —49,844 —47,188 —52,001 ~49,901
3 Merchandise exports .. ... 575,871 612.069 678.348 157,846 162,34 171,227 170.255 174,525
4 Merchandise imports . . | —749.431 -803,239 —877.282 —206,036 212,185 —218.415 —222,256 —224.426
5 Military transactions, net. .. ... . 3,866 3,786 3.830 1.295 437 1,048 1,398 947
6 Other service transactions, net . ... .................. . 67,837 76.344 81,462 20,697 20,083 20,470 20,696 20,215
7  Investment income, net . . . 6,808 2,824 —14,277 1,250 -2,015 -3,270 ~4,137 —4,856
8 US. government grants. ... ................. . —11.096 —14,933 —11.688 —5.499 —2.109 —2.245 -2,231 —-5,103
9 US. government pensions and other transfers . . -3.420 —4,331 -4,075 -1,050 —988 -1.033 —1,031 -1.023
10 Private remittances and other transfers. . ..................... -19.530 —20,704 —227763 -53717 —5,480 —5.577 —5.808 —5.898
11 Change in U.S. government assets other than official
reserve assets, net (InCrease, —). ... .. .....oivineroneen .. -549 —690 177 —284 =21 -268 461 S
12 Change in U.S. official reserve assets (increase, —) —9,742 6.668 -1,010 =315 4,480 —236 -730 —4,524
13 Gold.. ... 0 0 0 0 ] 0 0 0
14 Special drawing rights (SDRs) ............. .. —808 370 —350 —146 72 -133 —139 -150
15 Reserve position in International Monetary Fund . —2.466 -1.280 -3.575 -28 1,055 54 —463 -4.221
16 FOreign CUITENCIES . . .. ..o\ttt ieiiit e s -6.468 7,578 2915 —141 3,353 -157 - 128 —153
17 Change in U.S. private assets abroad (increase, —)............... -296916 —358422 —426,105 —153,837 -132,756 —90,760 - 110,427 —92.159
18 Bank-reported claims'. ... L .| -75.108 98,186 — 151,076 —66,657 -62,026 —27.947 -30,602 —30,501
19 Nonbank-reported claims —34,997 —64,234 -76,298 —26,115 -29,466 -3,984 —17.848 ..
20 U.S. purchases of foreign securities. net. ... —100,074 -108,189 -79.287 -30,200 —14.510 —21,841 -39214 —-3,722
21 US. direct investments abroad, met. ... ...................... —86,737 ~R7.813 —119,344 -30,865 —26,754 —36,988 -22.763 -32.936
22 Change in foreign official assets i United States (increase, +). 110,729 122,354 18,157 33,097 28,891 -5,374 21,867 —-27227
23 U.S. Treasury securities. ........................ 68,977 111,253 ~7.019 33564 23,289 —12,108 6,686 —24.886
24 Other US. government obligations. . 3735 4,381 4.048 1,854 651 644 2,667 86
25 Other US. government liabilities” ......... 744 720 539 160 478 654 =510 -83
26 Other U.S. liabilities reported by U.S. banks® . . 34,008 4,722 21274 —4,270 7,698 4,536 12,391 -3,351
27 Other foreign official a8sets>. . ... .......oiviiin... . 3,265 1.278 - 685 1,789 -3.225 900 633 1.007
28 Change in foreign private assets in United States (increase, +) .. 340,505 425,201 672,340 161,482 153,391 148,433 161,425 209,090
29  U.S. bank-reported liabilities”.............. ...... 30,176 9,784 142,545 38,960 17,387 28,100 10,102 86,956
30  U.S. nonbank-reported liabilities. .. .................. 34,588 31,786 44,740 -2912 15,210 -17,916 22,046 s
31  Foreign private purchases of U.S. Treasury securities, net 111,848 172,878 . 75,326 51,289 49,915 42919 43,731
32 Foreign purchases of other U.S. securities, net . ........ . 96,367 133,798 189.273 32447 38,820 51,682 60,409 38,362
33 Foreign direct investments in United States, net.............. 67,526 76,955 107.928 17,661 30,685 26.652 25,949 24,641
34 Allocation of special drawing nights. . ..................... .. 0 0 0 0 0 0 0 ]
35 Discrepancy .................... AN — 14,931 —46,927 —97.113 —3.269 - 14,069 ~14,000 —29.482 —19,566
36  Due to seasonal adjustment .. .. . L. 2,669 7,287 —1,485 —8,489 2,683
37  Before seasonal adjustment ~14,931 —36,926 -97,113 ~5938 —21.356 —12,515 ~20,993 —42.249
MEMO
Changes in official assets
38 U.S. official reserve assets (increase. —) .............covvueennn, -9,742 6,668 ~1.010 -315 4,480 =236 -730 —4,524
39 Foreign official assets in United States, excluding line 25
(NCTEASsE, +) ..ovi i 109.985 121,634 17618 32937 28,413 —6,028 22,377 -27.144
40 Change in Organization of Petroleum Exporting Countries official
assets in United States (part of line 22) .................. 4,239 12,278 12,782 3.315 9,272 2,287 2.619 -1,396
1. Seasonal factors are not calculated for lines 12-16. 18-20, 22-34, and 38-40. 4. Associated primarily with military sales contracts and other transactions arranged with
2. Data are on an international accounts basis. The data differ from the Census basis data, or through foreign official agencies.
shown in table 3.11, for reasons of coverage and timing. Military exparts are excluded from 5. Consists of investments in U.S. corporate stocks and in debt securities of private
merchandise trade data and are included in line 5. corporations and state and local governments.
3. Reporting banks include all types of depository institutions as well as some brokers and SOURCE. U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current

dealers. Business.
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3.11 US. FOREIGN TRADE!'
Millions of dollars; monthly data seasonally adjusted
1997° 1998
Item 1995 1996" 1997
Oct. Nov. Dec. Jan.! Feb." Mar. Apr?
1 Goods and services, balance ~99,891 —108,574 —110,207 —8.650 —9,600 —10,205 —9.936 —=11,720 —13,209 —14,458
2 Merchandise................. . —173,729 —191.337 —197,955 -16.270 —16,605 -16,962 -17,076 —18,120 —20,504 -21,477
3 Services .................... ... 73,838 82,763 87,748 7.620 7,005 6,757 7,140 6.400 7,295 7019
4 Goods and services, exports . .. .......... 795,647 850,775 937,593 80,589 79,088 79,784 79,571 77.684 79,148 77112
5 Merchandise 575,845 611.983 679,325 58,467 57.482 58,336 57,902 56,350 57,217 55,280
6 Services ....................l. 219,802 238,792 258,268 22,122 21,606 21,448 21,669 21.334 21931 21,832
7 Goods and services, imports......... .... —895,538 ~959,349 | —1,047,799 | -89,240 —88,688 —89,989 —89,506 —89,404 -92,356 -91,570
8 Merchandise . —749,574 —803,320 —877,279 | —74,738 —74,087 —75,087 —74,977 —74,470 =77.720 —76,757
9 Services..............oiiiiiiiiia —145964 | —156,029 —170,520 | -14,502 ~14,601 — 14,691 —14,529 —14934 —14,636 —14.813

{. Data show monthly values consistent with quarterly figures in the U.S. balance of

payments accounts.

3.12 U.S. RESERVE ASSETS
Millions of dollars, end of period

SOURCE. FT900, US. Department of Commerce, Bureau of the Census and Bureau of

Economic Analysis.

1997 1998
Asset 1994 1995 1996
Sept. Oct. Nov. Dec. Jan. Feb. Mar. AprP
FTotal.........oooiii e 74,335 85,832 75,090 67,148 68,036 67,112 69,954 70,003 70,632 69,354 70,328
2 Gold stock, including Exchange
Stabilization Fund' .................. 11,051 11,050 11,049 11,050 11,050 11,050 11,050 11,046 11,050 11,050 11,048
3 Special drawing tights>®. ..., ............ 10,039 11,037 10,312 9,997 10,132 10,120 10,027 9,998 10,217 10,108 10,188
4 Reserve position in International Monetary
Fund? ... 12,030 14,649 15,435 14,042 14,243 14,571 18,071 18,039 18,135 17.976 18,218
5 Foreign currencies” ...................... 41,215 49,096 38,294 32,059 32,611 31,371 30,809 30,920 31,230 30,220 30,874

L. Gold held “‘under earmark™ at Federal Reserve Banks for foreign and international
accounts is not included in the gold stock of the United States; see table 3.13, line 3. Gold
stock is valued at $42.22 per fine troy ounce.

2. Special drawing rights (SDRs) are valued according to a technique adopted by the
International Monetary Fund (IMF) in July 1974. Values are based on a weighted average of
exchange rates for the currencies of member countries. From July 1974 through December
1980, sixteen currencies were used; since January 1981, five currencies have been used. U.S.

SDR holdings and reserve pasitions in the IMF also have been valued on this basis since July
1974,

3. Includes allocations of SDRs by the International Monetary Fund on Jan. 1 of the year
indicated, as follows: 1970—3$867 million; 1971—3$717 million; 197238710 million; 1979—
$1,139 million; 1980—$1,152 million; 1981—$1,093 mullion; plus net transactions in SDRs.

4. Valued at current market exchange rates.

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS'

Millions of dollars, end of period

1997 1998
Asset 1994 1995 1996
Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr?
1 Deposits. . ... .................. . ... 250 386 167 188 190 167 457 215 243 167 162
Held in custady
2 US. Treasury securities?. ................. 441,866 522,170 638,049 655,406 638,100 635,092 620,885 625,219 621,956 630,602 622,220
3 Earmarked gnld3 ........................ 12,033 11,702 11,197 10,793 10,793 10,793 10,763 10.709 10,705 10,664 10,651

1. BExcludes deposits and U.S. Treasury securities held for international and regional
organizations.

2. Marketable U.S. Treasury bills, notes, and bonds and nonmarketable U.S. Treasury
securities, in each case measured at face (not market) value.

3. Held in foreign and international accounts and valued at $42.22 per fine troy ounce; not
included in the gold stock of the United States.
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3.15 SELECTED US. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of dollars, end of period

1997 1998
Ttem 1995 1996

Sept. Oct. Nov. Dec. Jan. Feb. Mar.?
PTotall. ... e 630,918 | 758,624 | 803,721 | 798,696 | 791,668 | 776,986 | 778915 | 778,573 | 788,226

By type .
2 Liabilities reported by banks in the United States™ ................ 107,394 113,098 138,276 153.804 147,796 135,026 140,511 139.171 133,275
3 US. Treasury bills and certificates™. .. .......................... 168,534 198,921 161,610 153.283 150,102 148,301 145,609 144,324 153.335

U.S. Treasury bonds and notes

4 293.690 | 379,497 | 434260 | 421412 | 423243 | 422,876 | 421,687 | 422929 | 429,063
5 6.491 5.968 5,879 5919 5955 5,994 6,033 6,069 6,110
6 54,809 61,140 63,696 64,278 64,572 64,789 65,075 66,080 66,443
7 222406 | 257915 | 276.694 | 280589 | 272680 | 263078 | 261505 | 260,840 | 258484
8 19,473 21.295 21.233 19,418 19,275 18.749 18.339 19,065 20,280
9 66,721 80.623 94,754 90,190 94,135 97,316 96.697 99,081 97,229
10 311,016 | 385484 | 394551 | 391,541 | 390,203 | 381,196 | 386007 | 384,151 | 395,956
11 6,296 7,379 10218 9,812 9,542 10,118 10.213 10,518 11,440
12 5,004 5,926 6.269 7,144 5,831 6,527 6,152 4916 4,835

1. Includes the Bank for International Settlements.

2. Principally demand deposits. time deposits, bankets acceptances, commercial paper.
negotiable time certificates of deposit, and borrowings under repurchase agreements.

3. Includes nonmarketable certificates of indebtedness and Treasury bills issued to official
institutions of foreign countries.

4. Excludes notes issued to foreign official nonreserve agencies. Includes current value of
zero-coupon Treasury bond issues to foreign governments as follows: Mexico. beginning
March 1988, 20-year maturity issue and beginning March 1990. 30-year maturity issue:

Venezuela, beginning December 1990, 30-year maturity issue; Argentina. beginning April
1993, 30-year maturity issue.

5. Debt securities of U.S. government corporations and federally sponsored agencies, and
U.S. corporate stocks and bonds.

SOURCE. Based on U.S. Department of the Treasury data and on data reported to the
department by banks (including Federal Reserve Banks) and securities dealers in the United
States, and on the 1989 benchmark survey of foreign portfolio investment in the United
States.

3.16 LIABILITIES TO, AND CLAIMS ON, FOREIGNERS Reported by Banks in the United States'

Payable in Foreign Currencies

Millions of dollars. end of period

1997
Item 1994 1995 1696
Mar. June Sept. Dec.
1 Banks’ liabilities. . ... ... ... ... 89,258 109,713 103,383 110,102 110,224 120,105 116,738
2 Banks’ claims ... 60,711 74,016 66,018 72,731 85,305 91,158 82,732"
3 DepPOSItS. ... 19,661 22,696 22,467 26,390 28,900 32,154 28.355
4 Other claims .. ... 41,050 51,320 43,551 46,341 56,405 59.004 54,377°
5 Claims of banks’ domestic customers 10,878 6,145 10,978 10,196 10.265 10,210 8,476
|

| Data on claims exclude foreign currencies held by U.S. monetary authorities.

2 Assets owned by customers of the reporting bank located in the United States that
represent claims on foreigners held by reporting banks for the accounts of the domestic
customers.
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States'
Payable in U.S. dollars
Millions of doNars, end of period
1997 1998
Item 1995 1996 1997
Sept. Oct. Nov. Dec Jan. Feb. MarP
BY HOLDER AND TYPE OF LIABILITY
1 Total, all foreigners. ... .................... ... ... 1,099,549 | 1,162,148 | 1,283,334" | 1.200,331 | 1,226,033 | 1,240,488 | 1,283,334" | 1,264,391" | 1,280,908 | 1,254,000
2 Banks’ own liabi!ities .............................. 753,461 758,998 883,238" 799,271 824,677 834,237 883,238’ 864,362" 877,151 843,063
3 Demand deposits. . 24,448 27,034 32,104 28,332 33,503 35,690 32,104 29.716° 29,687 32,441
4 Time deposits™ 192,558 186,910 198,507" 187,840 193,751 191,970 198,507 187.719° 183,497 183,361
5 Other’ ....... Sy 140,165 143,510 167,676 171,138 193,950 180,925 167,676' | 184,826 189,318 188,462
6  Own foreign offices™. . ..., 396,290 | 401,544 | 4849517 411.961 403,473 | 425,652 | 4849517 462,101° | 474,649 | 438,799
7 Banks’ custodial liabilities® . .. ... G 346.088 403,150 400,096 401,060 401,356 406,251 400,096 400,029 403,757 410,937
8  U.S. Treasury bilis and certificates”. .. .............. 197.355 236,874 193,325 205,946 200.215 196,476 193,325 184,881° 186.564 191,571
9 Other negotiable and readily transferable
instruments’. Lol 52,200 72,011 93,604 90,686 95.108 99,882 93.604 96,945 99,370 96.332
10 Other .. ... 96,533 94,265 113.167 104,428 106.033 109,893 113,167 118,203 117,823 123,034
11 Nonmonetary international and regional organizalionsg. .. 11,039 13,972 11,390 11,806 13,914 12,469 11,390 11,2407 16,452 15.815
12 Banks’ own liabilities.................... ... ..., 10,347 13,355 11,186 11,524 13.509 12,205 11,186 11,048" 16,123 15494
13 Demand deposits. . . 21 29 16 771 16 43 16 175 74 98
4 Time ‘deposils' 4,656 5,784 5,466 5,967 5,161 6,310 5,466 5,023 5416 5,987
5 ther” ... 5,670 7.542 5.704 4,786 8,312 5,852 5,704 5,850 10,633 9.409
16  Banks' custodial liabilities® .. ... ... 692 617 204 282 405 264 204 192 329 321
17 U.S. Treasury bills and certificates® 350 352 69 53 148 46 69 85 149 247
18 Other negotiable and readily transferable
instruments’. . ... ... 341 265 133 229 257 217 133 107 180 72
19 Other . ...t 1 0 2 0 0 1 2 0 0 2
20 Official institutions” .. ......... i 275,928 312,019 283,327 299,886 307.087 297,898 283,327 286,120 283,495 286,610
21 Banks’ own liabilities . 83,447 79,406 101,610 105,454 118,154 109,988 101610 110,607 109,391 102,562
22 Demand depr)%ns ..... 2.098 1511 2,314 1,745 2,034 1,861 2314 1,682 1,910 2,051
23 Time deposits® ...... 30.717 33,336 41,120 39,984 41,770 39,716 41,120 38,306 36,842 39.360
24 Other’ .. o 50.632 44,559 58,176 63.725 74,350 68,381 58.176 70,619 70,639 61,151
25  Banks custodial liabilities® .. .. ... PLRRRETERRRRRRTR 192,481 232,613 181,717 194,432 188,933 187,910 181,717 175,513 174,104 184,048
26 U.S. Treasury bills and certificates”. . ............. 168.534 198.921 148,301 161,610 153,283 150.102 148.301 145,609 144,324 153,335
27 Other negotiable_and readily transferable
instruments’. ... ... oLl 23,603 33,266 33,211 32,315 35236 37,374 33,211 29,614 29.643 30,183
28 Other ... 344 426 205 507 414 434 205 290 137 530
29 Banks'?. .. ... e 691412 | 694,835 | 816263 [ 724.645| 732963 | 765574 | 816263 | 792201 | 797.734 | 763179
30  Banks’ own hablllt)cs ,,,,,,,,,, .. 567,834 562,898 642,523" 563,884 568,367 595,667 642,523" | 618,053" 621,004 584,913
31 Unaffiliated foreign banks. . . .. 171,544 161,354 157.572 151,923 164,894 170,015 157,572 155,952 146,355 146,114
32 Demand deposits. .. .. ... 11,758 13,692 17.527 13,852 18,354 21,316 17,527 15974 16,084 18,330
33 Time 1deposits 103,471 89,765 83.770° 76,683 83,162 84,621 83,7707 79.573" 75,789 71,040
34 Other” ........ 5 .. 56,315 57,897 56,275° 61,388 63,378 64,078 56,275" 60,405" 54,482 56,744
35 Own foreign offices™. . .......... . ... ... ... 396,290 401,544 | 484951" | 411,961 403,473 425652 | 484.951" | 462,101" | 474,649 438,799
36  Banks® custodial liabilities® .. .. ... G 123,578 131,937 173,740 160,761 164,596 169,907 | 173,740 174,238 176,730 178,266
37 U.S. Treasury bills and certificates” . 15,872 23,106 3915 30,012 33.085 32,995 31915 27,607 30,620 28.499
38 Other negotiable7and readily transferable
INSUMENts . .. ... 13.035 17,027 35,333 32,886 32,065 33,826 35,333 35,266 35,107 34,962
39 Other . ... o 94,671 91,804 106,492 97,863 99,446 103.086 106,492 111,365 111,003 114,805
40 Other foreigners ............. ...l 121,170 141,322 | 172,354 163,994 172.069 164,547 172,354 174,740 183,227 188.396
41 Banks® own liabilities. . . - 91,833 103,339 127,919 118,409 124,647 116,377 127919 124,654° 130,633 140,094
42 Demand deposits. . . .. 10,571 11,802 12,247 11,964 13,079 12,440 12,247 11,885 11,619 11,962
43 Time wdeposi(s 53,714 58,025 68,151 65,206 63,658 61,323 68,151 64,817" 65,450 66,974
44 Other’ ... ... . . 27,548 33512 47,521 41,239 47910 42,614 47.521 47,952 53,564 61,158
45  Banks' custodial liabilities® ... ... ... ... ... 29337 37,983 44,435 45,585 47,422 48,170 44,435 50,086 52,594 48,302
46 U.S. Treasury bills and certificates” . ... ........ 12,599 14.495 13,040 14,271 13,699 13,333 13,040 11.580" 11,471 9,490
47 Other negotiable7and readily transferable
imstruments’. ... 15,221 21,453 24927 25,256 27,550 28,465 24,927 31,958 34,440 31,115
48 Other ... ..o i 1,517 2,035 6,468 6.058 6,173 6,372 6,468 6,548 6,683 7,697
MEMO
49 Negotiable time certificates of deposit in custody for
foreigners. .............. .. ... . il 9.103 14,573 16,046 15,872 15,485 16,553 \ 16.046 17,038 20,791 22,384

1. Reporting banks include all types of depository institutions as well as some brokers and
dealers. Excludes bonds and notes of maturities longer than one year.

2. Excludes negotiable time certificates of deposit, which are included in “Other negotia-
ble and readily transferable instruments.”

3. Includes borrowing under repurchase agreements.

4. For US. banks, includes amounts owed to own foreign branches and foreign subsidiar-
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.

5. Financial claims on residents of the United States, other than long-term securities, held
by or through reporting banks for foreign customers.

6. Includes nonmarketable certificates of indebtedness and Treasury bills issued to official
institutions of foreign countries.
7. Principally bankers acceptances, commercial paper, and negotiable time certificates of
deposit.
pS. Principally the International Bank for Reconstruction and Development, the Inter-
American Development Bank, and the Asian Development Bank. Excludes “holdings of
dollars™ of the [nternational Monetary Fund.
9. Foreign central banks, foreign central governments. and the Bank for International
Settlements.
10. Excludes central banks, which are included in “*Official institutions.”
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States'—Continued

1997 1998
Item 1995 1996 1997
Sept. QOct. Nov. Dec Jan. Feb. Mar.?
AREA
50 Total, all foreigners.............................. 1,099,549 1,162,148 | 1,283,334" | 1,200,331 | 1,226,033 | 1,240,488 | 1,283,334" | 1,264,391" | 1,280,908 | 1,254,000
51 Foreign countries ............................... 1,088,510 | 1,148,176 | 1,271,944 | 1,188,525 | 1,212,119 | 1,228,019 | 1,271,944" | 1,253,151 | 1,264,456 | 1,238,185
52 BUIOPE ... 362819| 376,590 | 420487°| 402,428 | 418988 | 425,584 | 420487 | 401,454° | 419743 | 390,392
530 AuSHIA. ... 3,537 5,128 2,717 2.691 2,679 2,319 2,717 2,787 2,774 2,370
54 Belgium and Luxembourg 24,792 24,084 41,007 43,436 46,067 46,258 41,007 39.018 38,178 33,249
55 Denmark .............. 2,921 2,565 1,514 2.867 2,359 2,157 1,514 1,625 1,215 1,094
56  Finland. . 2.831 1,958 2,246 2,163 1.997 1,969 2,246 2,177 2,136 1,549
57 France .... 39.218 35,078 46,607 43,065 45,057 45,653 46,607 44,773 44,990 44,059
58  Germany ... 24,035 24,660 23,737 25.201 22,117 23,040 23,737 21,988 23,290 20,820
59 Greece. 2,014 1,835 1.515 2,086 2,075 1,229 1.515 1.676 1,663 1,988
60 lMaly........... 10,868 10,946 11,378 9.852 11,449 10,713 11.378 9,854 9.804 9,628
61 Netherlands .. . .. 13,745 11,110 7,385 8413 8,119 7,010 7,385 6,287 7,043 8,208
62 Norway ...... 1.394 1,288 317 1,321 1,022 1,793 317 955 845 346
63 Portugal................iiioi 2,761 3,562 2,262 1,958 1,888 1,987 2,262 1,515 1,437 1,426
64  Russia 7.948 7.623 7.968 12,784 11,722 6,938 7.968 5,573 6,118 6,466
65  Spain.. ...l 10.011 17.707 18,989 17,796 21,934 20,921 18.989 19413 20,137 16,319
66 Sweden ...l Ll 3,246 1.623 1.628 2,024 1,348 1,614 1,628 1,415 2,055 1,967
67  Switzerland . ... ... 43,625 44,538 39,258 36,862 37,075 39,665 39,258 37,340 37,182 35,736
68 Turkey......... 4,124 6,738 4.054 4,736 4,661 4,218 ,054 3,659 4,047 4,154
69  United Kingdom 139,183 153,420 181,904 159.189 165,199 177,781 181,904" | 176457 191,181 174,148
70 Yugoslavia' . ... 177 206 239 243 233 234 239 292 244 236
71 Other Europe and other former USSR ... 26,389 22.521 25.762 25,741 31,987 30,085 25,762 24,650 25,404 26,629
T2 Canada. .. ... 30.468 38,920 28,341 29,592 30,282 30,921 28,341 29,035 29,470 27132
73 Latin America and Caribbean 440,213 467,529 536,365" 504,051 502,099 499.513 536,365" | 530,589" 531,147 528,121
74 Argentina 12,235 13,877 20,199 16,643 17,700 18.358 20,199 19,215 18,278 18,835
75  Bahamas 94,991 88,895 112,217 86914 89,631 92,390 112,217 117,457° 110,778 109.042
76  Bermuda 4,897 5,527 6,911 6,084 6.209 6,012 6,911 6,279 8,283 8.273
77  Brazil 23,797 27,701 31,037 33,575 31,680 32614 31,037 31857 33,026 34,017
78  Bntish West Indies . 219,083 251,465 276,389" 274,964 269.997 263,763 276,389" 266,023" 270,860 260,330
79 Chite 2.826 2915 4.072 3,327 3579 3,283 4072 4514 4450 3,996
80  Colombia 3,659 3,256 3,652 2.657 3,478 3,341 3.652 3,584" 3,879 4,176
81 Cuba 8 21 66 55 n 57 66 63 58 55
82  Ecuador. .. 1,314 1,767 2,078 1.508 1,671 1,704 2,078 1.867" 1,997 1,755
83  Guatemala . 1,276 1,282 1,494 1.449 1,399 1,361 1,494 1,492 1.382 1,437
84 Jamaica . 481 628 450 523 481 445 450 449 437 431
85  Mexico. 24,560 31,240 33,972 32,640 32,749 32,678 33,972 33.230 33,611 35,647
86  Netherlands Antilles 4,673 6,099 5.085 7.591 6,069 4,995 5,085 5,777 5417 11,348
87  Panama 4.264 4,099 4,241 3.835 4,109 4,293 4,241 3921 4,087 3,958
88 Peru.... 974 834 893 904 917 907 893 876 912 878
89  Uruguay. .. 1,836 1,890 2,382 1.997 2,184 2,247 2,382 2.201 2,247 2,228
90  Venezuela 11,808 17,363 21,601 20.639 20,699 22,111 21,601 22,3397 21,887 21.477
91  Other 7,531 8,670 9.626 8,746 9,476 8,954 9,626 9,445 9,558 10,238
02 ASI. ..t 240,595 249,083 269,198" 234,560 242,064 255,000 269,198" 274,301° 267,957 275,201
China
93 Mainland .. ...... ... ... oo 33,750 30,438 18,252 12,664 16,234 17,433 18,252 20,153 18,575 20,743
94 Taiwan. .. . 11,714 15.995 11,760 13,460 15,207 13,586 11,760 12,936 12,942 13,619
95 Hong Kong 20,197 18,789 17,722 18,533 19,755 18,886 17,722 18,002 17,797 17,815
96 India. 3,373 3.930 4,567 4,451 5,131 4,913 4.567 5,331 5265 5,586
97  Indonesia 2,708 2,298 3,554 2.810 4,568 3,092 3.554 2,909 2,989 4,015
98  Israel 4,041 6,051 6,281° 4,534 4,200 3,745 6,281° 7,190° 7.197 7.590
99 Japan 109.193 117,316 143401 118.536 116,852 133,690 | 143,401 138,685 140,426 137,700
100 Korea (South) . 5.749 5,94 12,959° 9.327 8,597 9,982 12,959° 11,703 12,530 11,233
101 Philippines 3,092 3,378 3,250 2,409 2,505 2.558 3,250 2,530 2.872 3,009
102 Thailand 12,279 10,912 6,501 6,545 6,988 5.824 6,501 5,858 4,676 9,073
103 Middle Eastern oil-exporting countries'? PR 15,582 16,285 14,959 14.279 14,436 14,017 14,959 16,059 14,146 14,609
104 Other............ ... ... oo 18,917 17,742 25,992 27,012 27,591 27,274 25,992 32.945 26,736 28,598
105 Africa.. .. ... i e 7.641 8,116 10,347 10,380 10,310 9,520 10,347 10,291 9,670 11,385
106 Egypt 2,136 2,012 1,663 2,050 1,742 1.836 1.663 1.949 1,670 1,449
107 Morocco ...l 104 112 138 99 105 69 138 131 73 88
108  South Africa .................. 739 458 2,158 2.047 2,028 1,615 2,158 1.685 1.825 2.547
109 Zaire ........ e 10 10 10 14 3 5 10 7 4 10
110 Oil-exporting countries'® . - 1,797 2,626 3,060 3.280 3,194 2,948 3,060 3,470 2,959 3,515
T Other .. ... s 2,855 2,808 3,318 2,890 3,238 3,047 3,318 3,049 2,619 3016
T2 Other . ... e 6,774 7,938 7,206 7514 8,376 7,481 7,206 7,481 6,469 5.954
13 Australia . . 5,647 6,479 6,304 6,391 7,284 6,283 6,304 6,385 5,466 4,989
14 Other....... .. ... ... ... . ... ioio.. 1,127 1,459 902 1,123 1,092 1,198 902 1.096 1,003 965
115 Nonmonetary international and regional organizations. . . 11,039 13,972 11,390 11,806 13,914 12,469 11,390 11,240° 16.452 15,815
116 International™>. .. ..... . . . ... ... 9.300 12,099 10,217 10,634 11,943 10,926 10,217 10,016" 14,859 14,500
117  Latin American_regional’® 893 1,339 424 708 1,277 1,053 424 975 1.217 536
118 Other regional” _.................. 846 534 749 464 694 490 749 249 176 379

11. Since December 1992, has excluded Bosnia, Croatia, and Slovenia.

15 Pnncipally the Intermational Bank for Reconstrucion and Development. Excludes

12. Includes the Bank for International Settlements. Since December 1992, has
included all parts of the former U.S.S.R. (except Russia), and Bosnia, Croatia, and Slovenia.

13. Comprises Bahrain, Iran, Iraq, Kuwait, Oman. Qatar, Saudr Arabia, and United Arab
Emirates (Trucial States).

14. Comprises Algeria, Gabon, Libya, and Nigeria,

“*holdings of dollars” of the International Monetary Fund.
16. Principally the Inter-American Development Bank.

17. Asian, African, Middle Eastern, and European regional orgamzations, except the Bank

for International Settlements, which is included in *“Other Europe.”
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3.18 BANKS’ OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States!
Payable in U.S. Dollars

Millions of dollars, end of period

1997 1998
Area or country 1995 1996 1997
Sept. Oct. Nov. Dec. Jan. Feb. Mar?
1 Total, all foreigners. . ............. .. ............. 532,444 599,925 | 708,233 | 655,419 681,287 699,095 | 708,233° | 703,148" | 703,671" | 687,467
2 Foreigncountries ................................ 530,513 597,321 | 705,770° | 653,376 679,539 696,609 | 705,770" | 700,231 | 700,916" | 684,521
BEUIOPE ..t 132,150 165,769 199,880" 199,256 213472 215,077 199,880° 204,763 212,362" 205,558
4 Austia ... e .. 565 1,662 1,354 1,371 1,913 2,034 1,354 1.917 1,934 1,600
5  Belgium and Luxembourg .......... ... .. 7.624 6,727 6,641 7,847 8,347 7475 6,641 5714 6,021 6,111
6 Denmark ...................... .. ... . 403 492 980 1,082 896 844 980 1,531 907 895
7 Finland ..... P o 1,055 971 1,233 1,889 1,808 1,259 1,233 1,492 1,554 1,686
8 France........................olll . 15,033 15,246 16,239 17,531 16,831 19,817 16,239 21474 18,963 18,206
9 Germany . 9,263 8472 12,676 11,724 11,617 13,245 12,676 10,849 10,752 12,930
10 Greece . . 469 568 402 499 463 401 402 504 504 620
11 Ttaly ....... .- 5,370 6,457 6,230 7,670 7,145 6,871 6,230 6,655 5,974 6.621
12 Netherlands . - .. 5,346 7,117 6,141 11,543 11,503 11,496 6,141 5.384 5,447 6.628
i3 Norway .... .. S .. 665 808 555 1.713 1419 2.080 555 989 1.296 850
14 Portugal N . 888 418 777 563 615 695 777 655 533 503
15 Russia ... 660 1,669 1,248 1,927 2054 2,207 1,248 1,297 1,143 1,195
16  Span .- 2,166 3211 2,942 5431 6,625 6,339 2,942 6.926 6,255 5,804
17  Sweden ..... .. 2,080 1,739 1,854 1,659 1,838 1,804 1,854 1,736 2,184 2,798
18  Switzerland . . .. 7474 19,798 28,846 25,393 29,779 29,399 28,846 28,515 29,119 31,400
19  Turkey ......... . . 803 1,109 1,558 1,410 1,424 1,572 1,558 1,648 1,675 1,912
20 United Kingdom . 67,784 85,234 103,143 93,825 102,405 100,870 103,143 99,302 110,307 97,478
21 Yugoslavia®. ................. 147 115 52 75 75 74 52 53 53 61
22 Other Europe and other former U. 4,355 3,956 7.009" 6,104 6,715 6,595 7,009 8.122 7,741 8,260
23 Canada ... oo o 20.874 26,436 27,176 23,523 22,815 24,765 27,176" 25,155 24,872 29.837
24 Latin America and Caribbean ...................... 256.944 274,153 | 343,820 | 302,678 303917 317,508 | 343,820° | 3457787° | 345,389" | 338.639
25 Argentina ......................... .. 6,439 7,400 8,924 7,243 8,129 8,761 8,924 9.076 9,402 8,780
26  Bahamas .. . .. 58,818 71,871 89,379 66,073 73,838 72,739 89,379 90,823 84,982 77,444
27 Bermuda . .. 5,741 4,129 8,782 9,353 8,008 6,552 8,782 9,385 8,917 8,989
28 Brazil ............. .. 13,297 17,259 21,696 19,429 20,134 20,390 21,696 22,541 23,987 25,201
29  British West Indies . .| 124,037 105,510 | 145,471 133,797 133,309 141,801 145,471 145,935 149,266" 147,818
30 Chile. ............ . .. $ 5,136 7,91 6,350 ;s 7,783 91 7,910 X 8,170
31 Colombia ................. ... . 4,550 6,247 6,945 6,543 6,869 6,976 6,945 6,733 6,729 6,781
32 Cuba.... .. . . - 0 0 0 0 0 3 0 0 0 0
33 Eouador ... .. 825 1,031 1.311 1,218 1,307 1,292 1,311 1,390 1,398 1,475
34 Guatemala ............ ... .. 457 620 886 764 761 787 886 863 868 904
35  Jamaica . .. . .. 323 345 424 374 364 405 424 410 401 364
36 Mexico ... ........ . .- 18,024 18,425 19,518 18,770 18,584 18,904 19,518 20,515 21,107 20,681
37  Netherlands Antilles . . . 9,229 25,209 17,838 20,335 12,274 17,064 17,838 16,026 15,594" 17,619
38 Panama ............ .. 3,008 2,786 4,364 3,555 3,958 4,089 4,364 4,074 4,232 4,108
39 Peru ... . . 1,829 2,720 3,491 3,060 3,185 3,457 3,491 3,413 3,550 3,539
40 Uruguay ........... .. 466 589 629 728 709 651 629 588 594 919
41  Venezuela .......... .. 1,661 1,702 2,129 1,716 1,642 1,921 2,129 2257 2,334 2,171
42 Other ... ... ... 3,376 3,174 4,120 3,370 3,542 3,933 4,120 3,848" 3,779 3,676
43 ASia 115,336 122,478 125,024 119,395 129,622 129,760 125,024" 114,415° 108,927" 101,378
China
44 Mainland .. ... ... i i 1,023 1,401 1,579 2,798 2,345 2,102 1579 2,534 1,988 2,762
45 Taiwan. .. ... . . .- 1,713 1,894 921 1,250 1,271 1,000 921 847 820 741
46 Hong Kong . .. 12,821 12,802 13.990 13,568 15,338 15,151 13,990 14,548 13,477 12,607
47 India ......... .. 1.846 1,946 2,200 2,086 2,360 2,501 2,200 2,299 2,172 1,927
48  Indonesia . . 1,696 1,762 2,634 2,713 2,731 2,774 2,634° 2,361" 2.266" 2.289
49 Israel . ... . . 739 633 768 907 1,539 1,201 768 946 987 811
50 Japan ........ . 61,468 59,967 59,540 52,480 59,437 60,195 59,540 52,904 51,891 46,710
51 Korea (South) . .. 13,975 18,901 18,123 19,983 19,927 19,258 18,123 14.429 12,741 11,522
52 Philippines . ... e .. 1,318 1,697 1,689 1,670 1,455 1,533 1,689 1,794 1,645 1,813
53 Thailand ...................o oLl .. 2,612 2,679 2,259 2,479 2,317 2,180 2,259 2,164 2,138 2,144
54 Middle Eastern oi . .. 9,639 10,424 10,790 7,988 8,490 8,909 10,790 9,133 9,101 8,919
55 Other ... 6.486 8,372 10,531 11,473 12,412 12,956 10.531 10,456 9,701 9,133
56 Afnica ... L 2,742 2,776 3.530 3,464 3,342 3.332 3,530 3,580 3,403 3.593
57  Egypt . . 210 247 247 251 245 282 247 279 304 289
58 Morocco ... .. 514 524 511 547 599 412 511 498 514 518
59  South Africa . .. 465 584 805 655 557 743 805 694 573 580
60 Zaire .............. . .. 1 0 0 0 0 0 0 0 0 0
61  Oil-exporting countries’ .............. .. 552 420 1,212 1,123 1111 1,091 1,212 1,324 1,219 1,364
62 Other . ... ... 1,000 1,001 755 888 830 804 755 785 793 842
63 Other 2,467 5,709 6,340 5.060 6,371 6.167 6,340 6.531 5,963 5,516
64 Austraha . . NN . . .. 1,622 4,577 5,299 4314 5,296 4,962 5299 5419 5,139 5,011
65 Other..... ... ... .. ... i 845 1,i32 1.041 746 1.075 1,205 1.041 iz 824 505
66 Nonmonetary international and regional organizationsS . .. 1,931 2,604 2,463 2,043 1,748 2,486 2,463 2917 2,755 2,946
1. Reporting banks include all types of depository institutions as well as some brokers and 4. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and United Arab
dealers. Emirates (Trucial States).
2. Since December 1992, has excluded Bosnia, Croatia, and Slovenia. 5. Comprises Algeria, Gabon, Libya, and Nigeria.
3. Includes the Bank for International Settlements. Since December 1992, has included all 6. Excludes the Bank for International Settlements, which is included in “Other Europe.”

parts of the former U.S.S.R. (except Russia), and Bosnia, Croatia, and Slovenia.
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3.19 BANKS’ OWN AND DOMESTIC CUSTOMERS’ CLAIMS ON FOREIGNERS Reported by Banks in the United States'
Payable in U.S. Dollars

Millions of dollars. end of period

1997 1998
Type of claim 1995 1996 1997"
Sept. Qct. Nov. Dec.” Jan." Feb. Mar?
TTotal ...t 655,211 743,919 857,967 825,412 . 857,967
2 Banks' claims. ............ ... ...l 532,444 599,925 708,233 655,419 681,287 699,095 708,233 703,148 703,671 687,467
3 Foreign public borrowers. . 22,518 22,216 20,660 28,875 29,795 27.739 20,660 30,184 27,030 28,175
4 Own foreign offices® ...... .| 307427 341,574 431,685 374,452 400,207 409.314 431,685 415,690 421,383 402,095
S Unaffiliated foreign banks . . . . 101,595 113,682 109,224 104,744 115,095 122350 109,224 111,015 106,577 107,843
6 Deposits .............. . 37,771 33,826 31,042 31,056 31,711 33.850 31,042 30,768 26,559 25,743
7 Other. . . . 63,824 79.856 78,182 73,688 83,384 88.500 78,182 80,247 80.018 82,100
8  All other foreigners ................... 100,904 122,453 146,664 147,348 136,190 139,692 146.664 146,259 148.681 149,354
9 Claims of banks® domestic customers® . . .. .. 122,767 143,994 149,734 169.993 . . 149,734
10 Deposits ... 58,519 77,657 73.110 100.460 . NN 73,110
11 Negotiable and readily transferable
instruments® ... ... ... ... 44,161 51,207 53,967 51,534 s . 53,967
12 Outstanding collections and other
claims...... ... . 20,087 15,130 22,657 18,019 .. R 22,657
MEMO
13 Customer liability on acceptances.......... 8,410 10,388 9,624 10,881 - .. 9,624
14 Dollar deposits in banks abroad, reported by
nonbanking business enterprises in the
United States®. . .................... 30,717 39,661 34,148 38,171 39,157 37.527 34,148 36,328 37,119 32,028
L. For banks’ claims, data are monthly: for claims of banks’ domestic customers, data are principally of amounts due from the head office or parent foreign bank, and from foreign
tor quarter ending with month indicated. branches, agencies, or wholly owned subsidiaries of the head office or parent foreign bank.
Reporting banks include all types of depository institution as well as some brokers and 3. Assets held by reporting banks in the accounts of their domestic customers
dealers. 4. Principally negotiable time certificates of deposit. bankers acceptances. and commercial
2. For USS. banks, includes amounts due from own foreign branches and foreign subsidiar- paper.
ies consolidated in quarterly Consolidated Reports of Condition filed with bank regulatory 5. Includes demand and ume deposits and negotiable and nonnegatiable certificates of
agencies. For agencies, branches, and majonty-owned subsidiaries of foreign banks, consists deposit denominated in U.S. dollars issued by banks abroad

3.20 BANKS’' OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States'
Payable in U.S. Dollars

Millions of dollars, end of period

1997
Maturity, by borrower and area’ 1994 1695 1996
Mar. June Sept. Dec.
LToetal ..... ... . . 202,282 224,932 258,106 276,217 272,014 280,968 276,558
By borrower
2 Maturity of one year orless ... ... .. ... ...l 170411 178,857 211,859 223836 210,882 217,949 205,859
3 Foreign public borrowers . o .. 15435 14,995 15411 19,935 17,979 20,123 12,134
4 All other foreigners........ ..... e 154976 163.862 196,448 203,901 192.903 197.826 193,725
5 Maturity of more than one year .. . ... 31,871 46.075 46,247 52,381 61.132 63.019 70.699
6 Foreign public borrowers . . .. .. .- 7.838 7,522 6,790 8,903 11,406 8.752 B,525
7 Alother foreigners. ........ ... ... Ll 24,033 38,553 39,457 43,478 49,726 54,267 62,174
By area
Maturity of one year or less
8  Europe 56,381 55.622 55,690 74,888 69,233 69.204 58.294
9 6,690 6,751 8,339 10,423 10,381 8,460 9,917
59,583 72,504 103,254 96,942 87,059 99.918 97,277
40,567 40,296 38,078 36,484 38,435 34,629 33,972
1,379 1,295 1,316 1,451 1,899 2,157 2,211
5811 2,389 5,182 3.648 3,875 3,581 4,188
4,358 4,995 6,965 9512 11,884 11,202 13,240
3.505 2,751 2,645 2,944 3,174 3,842 2.512
15,717 27,681 24,943 26,797 31,001 34,988 42,069
5,323 7.941 9,392 10,772 12,509 10,393 10,159
1.583 1,421 1.361 1,204 1,264 1,236 1,236
1.385 1,286 941 1,152 1,300 1.358 1,483
| Reporting banks include all types of depository institutions as well as some brokers and 2. Maturity is time remaining until maturity

dealers. 3. Includes nanmonetary internattonal and regional organizations.
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3.21 CLAIMS ON FOREIGN COUNTRIES Held by U.S. and Foreign Offices of U.S. Banks'

Billions of dollars, end of period

1995 1996 1997
Area or ¢ountry 1993 1994
Dec Mar. June Sept Dec. Mar. June Sept. Dec
Potal ... e 409.5 499.5 551.9 §74.7 612.8 586.2 645.3 688.4 718.7 741.8 764.9
2 G-10 countnes and Switzerland . ........... 0 ..ol 161.9 191.2 206.0 203.4 226.9 2200 2283 255.9 2740 268.4 261.6
3 Belgiutn and Luxembourg . . . 74 7.2 3.6 11.0 114 1.3 11.7 15.2 10.8 12.5 1.5
4 France..... ............... 12.0 19.1 19.4 179 18.0 174 16.6 218 19.3 216 17.6
5 12.6 247 273 315 314 339 29.8 340 35.1 373 324
6 7.7 1.8 11.5 13.2 149 152 16.0 16.4 231 224 17.5
7 47 3.6 37 31 4.7 59 4.0 4.6 7.1 7.7 6.7
8 2.1 27 2.7 33 27 30 2.6 34 3.6 4.1 33
9 5.9 5.1 6.7 52 6.3 6.3 53 6.1 5.5 49 7.2
10 United Kingdom . 844 85.8 82.4 847 101.6 90.5 104.7 112.7 1199 1159 119.9
Il Canada. . .. . . - P 69 10.0 10.3 0.8 122 14.8 14.0 17.0 17.5 15.8 14.0
12 Japan ..... ........... . 17.6 211 28.5 227 236 217 237 25.1 32.1 26.2 316
13 Other industrialized countries .................. ... ... 26.5 457 50.2 613 55.5 62.1 65.7 67.4 727 747 65.5"
4 Avstria........ N 1.1 9 1.3 1.2 1.0 Ll 2.0 1.6 18 1.5
15 Denmark.... .. 1.0 1.3 2.6 34 33 1.7 L5 1.7 2.8 37 24
16 Finland.... .. . 4 9 8 7 6 6 8 7 1.4 1.9 1.3
17 Greece .. 3.2 45 57 56 56 6.1 6.7 63 6.1 6.2 51
18§ Norway.. 1.7 20 32 2.1 2.3 30 8.0 53 47 4.6 3.6
19 Portugal . 8 1.2 1.3 1.6 1.6 14 9 1.0 1.2 14 Il
20 Spain ... 9.9 136 11.6 175 136 16.1 132 15.0 162 14.6 123
21 Turkey ............. 2.1 1.6 1.9 2.0 23 2.8 2.7 2.8 34 44 45
22 Other Western Europe . 32 32 47 38 34 4.8 4.7 6.3 55 6.1 82
23 South Africa......... N . 1.1 1.0 1.2 17 2.0 17 20 19 1.9 1.9 22
24 Australia. .. ... Ll L L . 23 15.4 16.4 217 19.6 228 24.0 24.5 278 28.1 232
25 OPECE ..o 17.6 24.1 221 212 20.1 19.2 19.7 221 225 232 26.3
26 Ecuador ... 5 ) N 8 9 9 1.1 1.1 1.0 1.3 1.3
27  Venezucla. . 5.1 3.7 2.7 29 23 2.3 2.4 2.0 2.1 2.3 2.6
28 Indonesia . . 33 3.8 4.8 47 49 54 52 5.0 57 6.6 6.8
29 Middle East countries . . . 7.6 153 133 123 115 102 10.7 13.3 12.6 11.8 14.4
30 African CoUNtHes . ... ...t s 1.2 9 6 6 5 4 4 7 12 1.2 1.2
31 Non-OPEC developing countries .. ................coovvnnnn . 83.2 96.0 112.6 118.6 126.5 1244 130.3 1319 1448 1414 1437
Latin America
320 Argentina. ... 7.1 11.2 129 127 14.1 150 143 149 16.9 17.5 18.8
33 Brazil..... 12.0 84 13.7 8.3 217 17.8 207 227 283 274 299
34 Chile.... ... 4.7 6.1 6.8 6.4 6.7 6.6 70 7.1 7.9 8.3 9.2
35  Colombia 2.1 2.6 29 29 2.8 3.1 4.1 39 3.6 3.6 37
36  Mexico. ... 7.9 184 173 16.1 154 16.3 16.2 179 17.4 17.1 183
37 Peru........ ...... 4 S 8 9 1.2 1.3 1.6 1.7 1.6 20 21
38 Other .. L 31 2.7 28 31 3.0 30 33 36 37 38 4.3
Asia
China
39 Mainland ... ........ 2.0 1.1 1.8 33 29 26 25 27 3.6 43 32
40 Tawwan . ., . 73 92 94 97 98 104 10.3 10.5 10.6 9.7 9.0
41  India... .. 3.2 42 4.4 4.7 4.2 38 4.3 49 53 5.0 5.0
42 Israel.... .. .. S5 4 5 S 6 5 5 1.0 1.1 15 1.2
43 Korea (South) 67 16.2 19.1 193 21.7 219 215 149 16.6 16.5 159
44  Malaysia. . . .. 4.4 3.1 44 5.2 53 55 6.0 6.5 6.4 5.6 5.1
45  Philippines . 3.1 33 4.1 39 4.7 54 5.8 6.1 7.0 57 5.7
36  Thailand. ... . e N 3.1 2.1 49 52 54 4.8 517 6.8 73 62 5.4
47 Other Asta. ... .. ... .. e 3.1 47 4.5 43 48 4.1 4.1 4.4 48 4.6 44
Africa
BB B YDl i e 4 3 4 S 5 6 N 9 1.1 9 9
49 Morocco. . . .. 7 6 7 7 8 a T 6 7 7 6
50  Zaire. ... .. 0 0 0 0 0 0 .1 0 .0 0 0
51 Other Africa’ ... o e 8 8 9 8 8 10 9 9 9 9 8
52 Eastern Europe. ... .... . ... . . ... oo e 32 27 4.2 6.3 5.1 53 6.9 9.0 72 99 92
53 Russia*.... 1.6 8 1.0 1.4 L0 1.8 37 36 42 5.1 5.1
54 Other .. . ............... 1.6 1.9 32 49 4.1 35 32 54 30 4.7 4.0
55 Offshore banking centers. . ........... ... ... i 73.5 729 99.2 101.3 106.1 1052 134.7 1425 140.0 149.6 159.4
56 Bahamas.,.......... 109 102 110 139 17.3 142 20.3 21.1 17.2 20.5 3L1
57 Bermuda. .. ...l 89 84 6.3 53 4.1 4.0 4.5 6.7 79 98 9.8
58  Cayman Islands and other Bri 184 214 32.4 28.8 26.1 320 372 41.2 431 52.1 51.5
59  Netherlands Antilles .. .................. NN 2.8 1.6 10.3 11.1 13.2 1.7 26.1 200 159 218 14.7
60 Panama’...... . o L. S 2.4 L3 1.4 1.6 1.7 1.7 20 22 2.7 23 34
61  Lebanon... ... .. N A .1 A 1 .1 il Rl 1 1 N
62  Hong Kong, China, 18.8 200 25.0 253 27.6 26.0 279 309 352 27.3 323
63  Singapore....... 112 10.1 13.1 15.4 159 15.5 16.7 20.3 17.7 159 16.7
64 Other®. .. ... ..... ... .. .. . .1 . 1 1 .1 1 .1 .1 3 B Al
65 Miscellaneous and unallocated” . .. .............. ... 43.6 66.9 57.6 62.6 727 50.0 59.6 59.6 l 576 80.8 99.1
1. The banking offices covered by these data include U.S. offices and foreign branches of 2. Organization of Petroleum Exporting Countries, shown individually; other members of
U.S. banks, including U.S. banks that are subsidiaries of foreign banks. Offices not covered OPEC (Algeria, Gabon, Iran, lraq. Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, and Unted
include U.S, agencies and branches of foreign banks. Beginning March 1994, the data include Arab Emirates); and Bahrain and Oman (not formatly members of OPEC).
large foreign subsidiaries of U.S. banks, The data also include other types of U.S. depository 3. Excludes Liberia. Beginning March 1994 includes Namibia.

institutions as well as some types of brokers and dealers. To eliminate duplication, the data 4. As of December 1992. excludes other republics of the former Soviet Union.
are adjusted to exclude the claims on foreign branches held by a U.S. office or another foreign 5. Includes Canal Zone.
branch of the same banking institution. 6. Foreign branch claims only.

These data are on a gross claims basis and do not necessarily reflect the ultimate country 7. Includes New Zealand, Liberia, and international and regional organizations.
sk or exposure of U.S. banks. More complete data an the country risk exposure of U.S. banks
are available in the quarterly Country Exposure Lending Survey published by the Federal
Financial Institutions Examination Council.
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322 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in

the United States

Millions of dollars, end of period

1996 1997
Type of lability, and area or country 1994 1995 1996
Sept. Dec. Mar. June Sept. DecP
TTota) ..o e 54,309 46,448 54,798 51,604 54,798 58,750 55,184 55,476 58,245
2 Payable indollars . ........... ... ool 38,298 33,903 38,956 36,374 38,956 39,944 38,494 39,583 41,838
3 Payable in foreign currencies ... ... ... L. o 16,011 12,545 15,842 15,230 15.842 18,806 16.690 15,893 16,407
By type n
4 Frnancial liabilities .............. . ........ ... ... ... 32954 24,241 26,065 25,445 26,065 29,633 26,864 25,970 27.790
5  Payable in doflars .. ......... 18,818 12,903 11,327 11,272 11,327 11,847 11,203 11,248 12,975
6 Payable in foreign currencies 14,136 11,338 14,738 14,173 14,738 17,786 15,661 14,722 14,815
7 Commercial liabilities 21,355 22,207 28.733 26,159 28,733 29,117 28,320 29,506 30,455
8  Trade payables . 10,005 11,013 12.720 11,791 12,720 11,515 11,122 10,961 10,500
9  Advance receipts and other liabilities 11,350 11,194 16,013 14,368 16,013 17,602 17,198 18,545 19,555
10 Payableindollars . ................... . ... ..., 19.480 21,000 27.629 25,102 27.629 28,097 27,291 28,335 28,863
11 Payable in foreign currencies ....... ....... ... ....... 1,875 1,207 1,104 1,057 1.104 1,020 1,029 1,171 1,592
By area or country
Financial liabilities
120 Burope . ..ot e 21,703 15,622 16,195 16,086 16.195 20,081 18.530 18,019 19,121
13 Belgium and Luxembourg 495 369 632 547 632 769 238 89 186
14 France 1.727 999 1,091 1,220 1,091 1.205 1,280 1,334 1,684
15 Germany ....... 1,961 1974 1,834 2,276 1.834 1.589 1,765 1,730 2018
16 Netherlands . . ... 552 466 556 519 556 507 466 507 494
17 Switzerland . .. .. 688 895 699 830 699 694 591 645 776
18 United Kingdom 15543 10,138 10,177 9,837 10,177 13,863 12,968 12,165 12,201
19 Camada ... ... . .. 629 632 1,401 973 1,401 602 456 399 1,186
20 Latin America and Caribbean ... e 2,034 1,783 1.668 1,169 1,668 1,876 1,279 1,061 1,386
21 Bahamas ............ ... 101 59 236 50 236 293 124 10 141
22 Bermuda .. 80 147 50 25 50 27 55 64 229
23 Brazil ......... 207 57 78 52 78 75 97 52 143
24 British West Indies . 998 866 1.030 764 1,030 965 769 663 604
25 Mexico ......... BN 0 12 17 13 17 16 15 76 26
26 Venezuela ...... . .. ... .. ... e 5 2 1 1 1 1 1 1 1
2T ASIA .. i e e 8,403 5,988 6,423 6,969 6,423 6,370 6,015 6,006 5,394
28 Japan .. ... 7314 5436 5,869 6,602 5,869 5,794 5,435 5492 5,085
29 Middie Eastern oil-exporting countries’ 35 27 25 25 25 72 39 23 32
300 Affica ... s 135 150 38 153 38 29 29 33 60
31 Oil-exporting countries® ... ..... ..............c.... 123 122 0 121 0 0 0 0 0
32 Allother’ ... e 50 66 340 95 340 675 555 452 643
Commercial liabilities
330 BUIOPE ..ot 6,773 7,700 9,767 8,680 9,767 9,551 8,711 9,362 10,212
34 Belgium and Luxembourg . 241 33 479 427 479 643 738 705 666
35 France . .............. 728 481 680 657 680 680 709 783 763
36 Germany .. 604 767 1,002 949 1,002 1,047 852 950 1,271
37 Netherlands 722 500 766 668 766 553 290 453 439
a8 Switzerland 327 413 624 405 624 481 430 401 375
39 United Kingdom .................................. 2,444 3,568 4,303 3,663 4,303 4,165 3.827 3,834 4,083
40 Canada ............. . 1,037 1,040 1,090 1,144 1,090 1,068 1,136 1L150 LITL
41 Latin Amenca and Caribbean 1,857 1,740 2.574 2,386 2.574 2,563 2,501 2,225 2,159
42 Bahamas 19 1 63 33 63 43 33 38 16
43 Bermuda 345 205 297 355 297 479 397 180 203
44 Brazil 161 98 196 198 196 201 225 233 21
45 British West Indies . 23 56 14 15 14 14 26 23 1
46 Mexico .......... S 574 416 665 446 665 633 594 562 564
47 Venezuela ..... ... . i 276 221 328 341 328 318 304 322 259
48 10,741 10421 13.422 12.227 13,422 13,968 13,926 14,682 14,958
49 4,555 3315 4,614 4,149 4,614 4,502 4,460 4,587 4,499
50 1.576 1912 2,168 1,951 2,168 2,495 2,420 2,984 3,19
51 Affica ... 428 619 1,040 1,020 1,040 1,037 941 929 870
52 Oil-exporting COUMtEes” ... ..........c.oooveeeeiiss 256 254 532 490 532 479 423 504 408
53 Other . ..o 519 687 840 702 840 930 1,105 1,158 1,085

1. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and United Arab

Emirates (Trucial States).

2. Comprises Algena, Gabon, Libya, and Nigeria.
3. Includes nonmonetary international and regional organizations.
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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in
the United States

Millions of dollars, end of period

1996 1997
Type of claim, and area or country 1994 1995 1996
Sept. Dec. Mar. June Sept. DecP
TTotal ........ o o 57,888 52,509 63,642 59,092 63,642 66,202 67,039 68,646 65,287
2 Payable mdollars ........... 53,805 48,711 58,630 55014 58,630 60,226 60.855 62,030 57,383
3 Payable in foreign currencies 4,083 3,798 5,012 4,078 5,012 5,976 6,184 6616 7,904
Bynpe
4 Financial claims .. ... ... i e 33,897 27,398 35268 34,200 35,268 38,647 39,490 39,945 34,200
5 Deposits ........ e 18.507 15,133 21404 19.877 21,404 20,250 22,896 21837 18,431
6 Payable in dollars ......... 18,026 14,654 20,631 19,182 20,631 18,599 21.405 20.278 16,582
7 Payable in foreign currencies 481 479 773 695 773 1,651 1.491 1.559 1.849
8  Other financial claims ........ 15,390 12,265 13,864 14,323 13,864 18,397 16,594 18.108 15,769
9 Payable in dollars . ........ . 14,306 10,976 12,069 12,234 12,069 15,381 13,337 14,795 11,576
10 Payable in foreign currencies .................... .. 1,084 1,289 1,795 2,089 1,795 3,016 3,257 3,313 4,193
Il Commercial claims 23991 25,111 28,374 24,892 28,374 27,555 27,549 28,701 31.087
12 Trade receivables e e 21,158 22,998 25,751 22.454 25,751 24,801 24.858 25110 27,454
3 Advance payments and other claims .. .................. 2.833 2.113 2,623 2438 2,623 2,754 2.691 3.591 3.633
14 Payableindollars ............... ... .. .. ... ... 21473 23.081 25930 23,598 25930 26,246 26,113 26957 29.225
{5  Payable in foreign currencies . ....................... 2,518 2,030 2,444 1,294 2,444 1,309 1,436 1,744 1.862
By area or country
Financial claims
16 Europe .................... 7.936 7.605 9,282 9,777 9,282 11.176 11,677 13,758 12,240
17 Belgium and Luxembourg e 86 193 185 126 185 119 203 360 406
18 France ... ............. AN 800 803 694 733 694 760 680 1,112 1,015
19 Germany .. . BN 540 436 276 272 276 324 281 352 427
20 Netherlands . . o 429 517 493 520 493 567 519 764 677
21 Switzerland ... .. . 523 498 474 432 474 570 447 448 434
2 United Kingdom ............oooirieiaineiiei .. 4,649 4,303 6.119 6,603 6.119 7937 8,604 9,150 7,578
23 Canada ... 3,581 2,851 3445 4.502 3,445 4917 6.422 4,279 3313
24 Latin America and Caribbean . ....................... 19,536 14,500 19,577 17.241 19,577 19,742 18,725 19,166 15,543
25 Bahamas ............... e 2424 1,965 1,452 1,746 1,452 1,894 2,064 2442 2,459
26 Bermuda .. o 27 81 140 113 140 157 188 190 108
27 Brazil ............ ... . ...l e 520 830 1,468 1.438 1,468 1,404 1,617 1,501 1,313
28 British West Indies ........................ S 15,228 10,393 15,182 12.819 15,182 15,176 13,553 12.947 10,311
29 Mexico .. ........ . . e 723 554 457 413 457 517 497 508 537
30 Venezuela ................... e 35 32 31 20 31 22 21 15 36
B ASIE oottt 1.871 1,579 2,221 1,834 2221 2,068 1,934 2015 2,133
32 Japan ... ...l . 953 871 1,035 1,001 1,035 831 766 999 823
33 Middle Eastern oil-exporting countries' .............. 141 3 22 13 22 12 20 15 11
30 Affica ..o s 373 276 174 177 174 182 179 174 319
35 Oil-exporting countries® . ........................... 0 S 14 13 14 14 15 16 15
36 Allother'. . ... ... 600 583 569 669 569 562 553 553 652
Commercial claims

37 BUIOPE - ..ottt s 9,540 9,824 10.443 9,288 10,443 9.863 9,603 10.486 12,098
38 Belgium and Luxembourg . 213 231 226 213 226 364 327 331 328
39 France .................. . . 1,881 1,830 1,644 1.532 1,644 1,514 1,377 1,642 1,793
40 Germany ..... . BN 1,027 1,070 1,337 1,250 1,337 1,364 1,229 1,395 1,612
41 Netherlands . . . B 311 452 562 424 562 582 613 573 597
42 Switzerland .. ... N 557 520 642 594 642 418 389 381 551
43 United Kingdom . E 2,556 2,656 2,946 2516 2,946 2,626 2.836 2.904 3,652
44 Canada ........... ...l 1,988 1,951 2,165 2,083 2,165 2,381 2,464 2.649 2,636
45  Latin Amenca and Caribbean ............ ........... 4,117 4.364 5,276 4,409 5,276 5,067 5.241 5,028 5,742
46 Bahamas .................. P NN 9 30 35 14 35 40 29 22 27
47 Bermuda . .. . - 234 272 275 290 275 159 197 128 244
48 Brazil ......... 612 898 1,303 968 1.303 1,216 1,136 (101 1,163
49 British West Indies . 83 79 190 119 190 127 98 98 109
50 Mexico ........ 1,243 993 1,128 936 1,128 1,102 1,140 1,219 1,385
51 348 285 357 316 357 330 451 418 576
52 6,982 7312 8,376 7.289 8,376 8,348 8,460 8,576 8.691
53 2,655 1.870 2,003 1,919 2,003 2,065 2,079 2,048 1,973
54 708 974 971 945 971 1,078 1,014 987 1.104
55  Africa 454 654 746 731 746 718 618 764 677
56 Oil-exporting countries® 67 87 166 142 166 100 81 207 Lo
57 OMr . ..\ 910 1,006 1.368 1,092 1,368 1.178 1,163 1.198 1,243

1. Comprises Bahrain, Iran. Iraq, Kuwait, Oman. Qatar, Saudi Arabia, and United Arab 2. Comprises Algeria, Gabon, Libya, and Nigeria.

Emirates (Trucial States). 3. Includes nonmonetary international and regional organizations.
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3.24 FOREIGN TRANSACTIONS IN SECURITIES

Millions of dollars

1998 1997 1998
Transaction, and area or country 1996 1997 ‘
I];‘/;‘a; Sept. Oct. Nov. ‘ Dec. Jan! Feb. Mar.?
U.S. corporate securities
STOCKS
I Foreign purchases ......... .. ... ..ol 590,714 963,885 314,184 80,546 106,673 85,149 90,994 90,106 99,236 124.842
2 Foreignsales . ... ... i 578,203 897.850 285.151 75,428 105,668 80,133 85,670 83.839 89,228 112,084
3 Net purchases, or sales (—) ....................... 12,511 66,035 29,033 5,118 1.005 5,016 5,324 6,267 10,008 12,758
4 Foreign countries .............................. 12,585 66,175 29,079 5,123 1,023 5.024 5,358 6,319 9,998 12,762
SEUOPE ... i RN 5,367 59,041 26,761 5,296 5,910 5,318 5832 6,637 9.625 10.499
6  France ..... e N -2402 3,134 1,988 241 -80 —65 299 665 492 831
7 Germany . . . AN 1,104 9,075 1.941 374 538 857 788 546 768 627
8  Netherlands . . - . AN 1,415 3833 1,310 820 757 579 409 613 140 557
9 Switzerland . ... ... . . ce 2,715 7,845 3,771 —405 848 1,043 1,474 683 1,132 1.956
10 United Kingdom ... . . 4478 22215 10,749 3,559 2,444 1,875 1.232 2,755 4,588 3,406
Il Canada ... ..... . ...... 2,226 ~1.174 =178 —560 -520 -344 -304 -254 ~478 554
12 Latin Amenca and Canbbean 5,816 5.264 6,940 813 —4.091 —627 —1,224 2,646 2,184 2.110
13 Middle East! . .. —1.600 171 —610 32 8 15 21 - 166 -273 -171
14 Other Asia 918 2,061 —3,838 =519 -508 888 1,071 —-2,693 —944 —201
15 Japan ~372 4,780 -3.201 =313 229 709 551 =112 —667 —1.422
16 Africa . S . . . —85 471 130 94 80 —-36 7 34 13 83
17 Other countries . ..... ... ... .. ... i ~57 341 —126 -33 74 -190 —45 115 -129 -112
18 Nonmonetary internationat and
regional organizations ... ... ... ... ... ~74 -140 —46 -5 -18 -8 -3 -52 10 -4
BONDS®
19 Foreign purchases ............... ... couin oon. 393,953 614,253 193,389 50,709 58.462 52,632 52,484 57.479 67,414 68.496
20 Foreignsales ........ ... i 268,487 471,786 143,338 41.201 44,435 48,772 4307 44.334 49,991 49.013
21 Net purchases,orsales (=) ................. ... .. 125,466 136,467 50,051 9,508 14,027 3,860 9,313 13,145 17423 19,483
22 Foreign countries ................. ... ... ....., 125,295 135,875 49,811 9,507 13,500 3,948 9,302 13,113 17,354 19,344
23 BUIOPE ... 77,570 74,301 26,039 5,843 3.598 2,395 4.575 5416 8,249 12.374
24 France . . 4,460 3,300 1,073 300 142 546 -67 74 272 727
25 Germany ........... FE 4,439 2,742 957 638 120 165 —474 289 419 249
26 Netherlands .................. C e 2,107 3,576 130 135 369 185 425 —~433 199 364
27  Switzerland ... e 1,170 187 1,384 =501 =109 712 733 760 266 358
28 Umited Kingdom . 60,509 56,804 19,944 4,109 2611 — 104 3,069 4.163 6.243 9,538
29 Canada ............ ....... F. 4,486 6,264 1,923 624 866 459 677 1.409 114 400
30 Latin America and Caribbean . . 17,737 34,821 15,585 1,265 3712 3,884 7.220 5,339 5512 4.734
31 Middle East' ... ... ... . 1,679 1,656 1,420 —1 - 183 199 142 78 820 522
.............................. . 23,762 17,017 4,087 1,591 5,634 -3,193 ~3,526 485 2428 1,174
14,173 9,354 678 ~612 5,207 —2,883 —3,764 -958 886 750
. . . - 624 1,005 106 8 1} 88 49 142 36 -T2
Othercountries . ........ ... oo viiiiianinaaann -563 811 651 177 -138 116 165 244 195 212
36 Nonmanetary internationai and
regional organizations ............. ... ... ... 17 592 \ 240 1 527 —~88 11 32 69 139
Foreign securities
37 Stocks, net purchases, or sales (—) -59268 | —40243 | —2,321 -334 —2,820 2,045 1.541 156 - 1,098 -1.379
38  Foreign purchases ... ..... ... 450,365 719,145 209.919 62,690 79,549 70,286 64.328 62,333 66,652 80,934
39  Foreignsales ..... .... .. 509,633 759,388 212,240 63,024 82,369 68,241 62,787 62,177 67,750 82313
40 Bonds, net purchases, or sales (—) —51,369 ~47.241 -2,111 —8,006 ~739 —4.468 —3.062 —3,725 —2.810 4,430
41  Foreign purchases . .. . .. 1,114,035 | 1,466,784 326,172 121,636 163,626 111,000 115,302 95.481 100,231 130,460
42 Foreignsales ..... . ...... ...... 1,165,404 | 1,514,025 328,283 129,642 164,365 115,468 (18,364 99.206 103,047 126,030
43 Net purchases, or sales (—), of stocks and bonds .... | —110,637 | —87,484 —4,432 -8,340 —3,559 —2423 -1,521 -3,569 -3,914 3,051
44 Foreign countries ................ ... ... ... .... —109,766 —87,428 -4.273 -8,334 -3,394 -2,375 —1,435 —3,480 -3.872 3.079
45 BUrope . ... ~57,139 | —28,060 -774 -5,544 —5,227 ~2.528 909 —3,963 -1811 5,000
46 Canada  ................ ... .. . -7.685 —3.794 1.467 -1.236 412 557 ~78 842 452 173
47 Latin America and Caribbean . -11,507 —25,043 1926 — 146 1.899 -2,160 -2918 829 537 560
48 Asia ... i . -27,831 ~24972 -6,711 =709 889 1,684 936 -1,119 —3,009 —-2.583
49 Japan .. . —5,887 -10,014 —3,984 —183 1,828 2,261 1,862 —413 -1,826 —1.745
50 Africa ..... . . -1517 —3,296 -432 =273 -1.027 -380 -74 —114 —147 =171
S0 Other countries ............. . ...... e -4,087 —2.263 254 —426 -340 452 =210 45 106 100
52 Noanmonetary international and
regional organizations.... ...... ... ... ..., -871 —56 ~159 -6 —165 —48 —-86 -89 —42 -28
L. Comprises oil-exporting countries as follows: Bahrain. Iran, lraq, Kuwait, Oman. Qatar, 2. Includes state and local government securities and securities of U.S. government
Saudi Arabia, and United Arab Emirates (Trucial States). agencies and corporations. Also includes 1ssues of new debt securities sold abroad by U.S.

corporations organized to finance direct investments abroad.
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3.25 MARKETABLE U.S. TREASURY BONDS AND NOTES Foreign Transactions'

Millions of dollars; net purchases, or sales (—) during period

1998 1997 1998
Area or country 1996 1997
J;'[-l’7 Sept. Oct. Nov. Dec. Jan. Feb. Mar?
ar.
| Total estimated ............. .. ............ ... ... 232,241 | 183,596 11,779 | 15,174 16,858 | 15,909 5,512" 9,957 —3,690
2 FOreign Countries .... ......... «iuouieeaaininnnanaiun, 234,083 183,179 10,195 14,788 17,094 15,489 4,990 10.091 ~4,886
3 BUIOPE ot s 118,781 144,920 24,556 19.152 23,102 10,158 18,215 6.798 —457
4 Belgium and Luxembourg L 1,429 3,427 1,260 138 357 384 304 252 704
5 Germany ............. .. 17.980 22,471 2,008 2714 4,847 5,255 - 1,085 1,096 1,997
6 Netherlands —582 1,746 -2,122 - 334 375 403 =792 -1,733
7 Sweden . . 2,242 —465 52 16 302 -67 82 —430 400
8 Switzerland ........... ... ... L. .. 328 6,028 4,279 109 690 1.395 2,419 1.690 170
9 United Kingdom ......... PN 65,658 98.253 14,349 12,856 18,779 5,640 11,879 5.875 —-3405
10 Other Europe and former USSR. . P 31,726 13,460 4,730 3,322 —2207 | -2.824 4,213° —893 1.410
11 Canada . ....................... FS 2,331 -8 —252 —414 =730 730 -1 266 —517
12 Latin America and Caribbean . ............................. 20,785 -2.541 -9,878 -769 —1434 6,512 -3.619 2.123 —8.382
13 Venezuela ............ .......... —69 655 —26 -691 107 397 4 97 -127
14 Other Latin America and Caribbean .. . 8,439 —536 4,649 | —2.880 —~3723 —723 1,711 2.949 =11
15 Netherlands Antilles 12,415 —2.660 | —14.501 2,802 2,182 6,838 —5334 -923 -8.244
16 Asia................. 89,735 39.047 —3.887 -4.614 —5.394 [ —1,002 -8.757 1,348 3,522
17 Japan 41,366 20,360 —5.888 | -2,782 4,160 | —4.784 —6,484" 764 — 168
18 Africa 1,083 1,523 287 461 45 -82 —43" 176 154
19 Other ... 1,368 1,041 - 631 972 1.505 -827 -805 -620 794
20 Noamonetary international and regional organizations ........... —1,842 417 1,584 386 —236 420 522 -134 1,196
21 International . ........ ... oo L . . ~1.390 552 1122 341 —74 451 445 —223 900
22 Latin American regional ... ....... e e =779 173 13 =21 78 -24 32 -29 10
MEMO
23 FOreign CoUNIes .. ... ...ovvuunii i i 234,083 183,179 10,195 14,788 17.094 15,489 ~7,788 4,990 10,091 —4,886
24  Official institutions . . 85,807 43,379 6,187 3,091 -12.848 1,831 ~367 | —1,189 1,242 6,134
25 Otherforeipn .......... . .. ... 148.276 | 139,800 4,008 11,697 29,942 13,658 =742 6,179 8,849 —-11,020
Oil-expornng countries
26 Middle East~ 10,232 7116 —677 52 —3.877 3175 -1.506 | -2411 409 1,325
27 AFHIE . 1 -13 ! 0 0 0 0 1 0 0
L

1. Official and private transactions in marketable U.S. Treasury securities having an

original matunty of more than one year. Data are based on monthly transactions reports.
Excludes nonmarketable U.S. Treasury bonds and notes held by official institutions of foreign
countries.

3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS'

Percent per year, averages of daily figures

2. Comprises Bahrain, Iran. Iraq. Kuwait, Oman. Qatar. Saudi Arabia, and United Arab
Emirates (Trucial States).
3. Comprises Algeria, Gabon, Libya. and Nigeria.

T Rate on May 31, 1998

T Rate on May 31, 1998

Country Country
Month Month

Percent effective Percent effective
Austria................. 2.5 Apr. 1996 Germany .. . ... oo 2.5 Apr. 1996
Belgium. . 275 Oct. 1997 Italy ....... 5.0 Apr. 1998
Canada. . . 5.0 Jan. 1998 Japan ...... .5 Sept. 1995
Denmark . . 375 May 1998 Netherlands . .. .. 2.5 Apr. 1996
France? ............ciiiieie il 33 Oct. 1997 Switzerland . .............. ... 1.0 Sept. 1996

1. Rates shown are mainly those al which the central bank either discounts or makes

advances against eligible commercial paper or government securities for commercial banks or
brokers. For countrnies with more than one rate applicable to such discounts or advances, the
rate shown is the one at which it is understood that the central bank transacts the largest
proportion of its credit operations.

3.27 FOREIGN SHORT-TERM INTEREST RATES'

Percent per year, averages of daily figures

2. Since February 1981, the rate has been that at which the Bank of France discounts
Treasury bills for seven to ten days.

1997 1998
Type or country 1995 1896 1997

Nov. Dec. Jan. Feb. Mar. Apr May
I Burodollars. . ............... . ... .... 5.93 5.38 5.61 5.71 5.79 5.53 5.53 5.56 5.56 5.57
2 United Kingdom < . 6.63 5.99 6.81 7.52 7.60 7.4% 7.46 747 7.41 7.37
3 Canada... ...... - e 7.14 4.49 3.59 402 4.61 4.68 3.02 4.93 4.94 5.09
4 Germany. .. .. . .. 443 321 324 3.68 367 351 345 344 3.56 3.55
5 Switzerland ... .. ... L L 294 192 1.58 1.91 1.56 1.27 .98 1.06 1.39 1.52
6 Netherlands ................coooohnn 4.30 291 325 3.65 361 342 3.36 342 152 353
7 France..... . .- 643 381 335 357 157 3.50 345 345 3.50 3.50
8 ltaly ..... 10.43 8.79 6.86 6.49 6.07 6.05 6.12 5.59 5.09 4.98
9 Belgium . . - e 4.73 3.19 3.40 372 361 347 3.53 3.6l 3.69 3.67
10 Japan ........ ... 1.20 .58 58 53 78 7 .84 4 66 56

1. Rates are for three-month interbank loans, with the following exceptions: Canada,
finance company paper; Belgium, three-month Treasury bills; and Japan, CD rate.
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3.28 FOREIGN EXCHANGE RATES'

Currency units per dollar except as noted

International Statistics [J July 1998

1997 1998
Country/currency unit 1995 1996 1997
Dec. Jan. Feb. Mar. Apr. May
1 Australia/dollar® ........................ 74.073 78.283 74.368 66.187 65.659 67.436 66.963 65.231 63.124
2 Austria/schilling 10.076 10.589 12.206 12510 12.765 12.735 12.852 12.760 12.491
3 Belgium/franc . . .. 29472 30.970 35.807 36.748 37.536 37417 37.699 37.424 36.624
4 Canada/dollar . . 1.3725 1.3638 1.3849 1.4271 1.4409 1.4334 1.4166 1.4298 1.4452
S China, PR /yuan .. 8.3700 8.3389 8.3193 8.3099 8.3094 8.3072 8.3076 8.3058 8.3084
6 Denmark/krone . .. 55999 5.8003 6.6092 6.7752 6.9190 6.9089 6.9661 6.9174 6.7662
7 Finland/markka . .. 43763 4.5948 5.1956 5.378% 5.5006 5.4999 5.5467 5.5053 5.3966
8 France/franc.......... 4.9864 5.1158 5.8393 5.9542 6.0832 6.0744 6.1257 6.0782 5.9528
9 Germany/deutsche mark L. 14321 1.5049 1.7348 1.7788 1.8165 1.8123 1.8272 1.8132 1.7753
10 Greece/drachma......................... 231.68 240.82 273.28 279.93 287.24 286.70 306.05 315.82 307.22
11 Hong Kong/dolar. .. .................... 77357 7.7345 7.7431 7.7456 7.7425 7.7412 7.7458 7.7497 7.7490
12 India/rupee. . . ... 32418 35.506 36.365 39.400 39.391 39.008 39.569 39.703 40.469
13 Ireland/poundz. 160.35 159.95 151.63 145.33 138.19 137.71 136.72 138.94 141.74
14 lalyflira. ... ... 1.629.45 1,542.76 1,703.81 1,743.86 1,787.87 1,788.28 1,799.07 1,791.24 1,750.79
{5 Japanfyen.... . 9396 108.78 {21.06 129.73 129.55 125.85 129.08 131.75 134,90
16 Malaysia/ringgnt .. 25073 2.5154 2.8173 3.7907 4.4093 3.8148 3.7456 3.7376 3.8204
17 Netherlands/guilder, . 1.6044 1.6863 1.9525 2.0051 20472 2.0432 2.0598 2.0422 2.0005
18 New Zealand/dotlar® . 65.625 68.765 66.247 59.137 51925 58.286 57.261 55.339 53.876
19 Norway/krone .. ... . 6.3355 6.4594 7.0857 7.2630 7.5007 7.5530 7.5833 7.5315 74539
20 Ponugallescudo. ........... ... L. 149.88 154.28 175.44 18191 185.80 185.54 187.03 185.81 181.87
21 Singapore/dollar ....... ........ ... ..., 14171 1.4100 1.4857 1.6518 1.7477 1.6509 1.6188 1.6007 1.6374
22 South Africa/rand . 3.6284 4.3011 4.6072 4.8706 49417 4.9337 49746 5.0459 5.0927
23 South Korea/won . 71269 805.00 950.77 1,494.04 1,707.30 1.628.42 1,489.36 1,391.55 1,399.05
24 Spain/peseta. . .. .. 124.64 126.68 146.53 150.46 153.93 153.61 154.95 153.99 150.81
25 Sri Lanka/rupee. 51.047 55.289 59.026 61.591 62.281 62.363 62.083 62.903 64.261
26 Sweden/krona . . .. 7.1406 6.7082 7.6446 7.7977 8.0193 8.0723 7.9677 7.8238 7.7026
27 Switzerland/franc . 1.1812 1.2361 1.4514 1.4393 1.4748 1.4631 1.4901 1.5051 1.4790
28 Taiwan/dollar. . ... 26.495 27.468 28.775 32.502 34117 32948 32.524 33.016 33.466
29 Thaland/baht.......... ... 24.921 25.359 31.072 44.309 52983 45.987 41.366 39.654 39.198
30 United Kingdomv/pound?. . ................ 157.85 156.07 163.76 165.97 163.50 164.08 166.19 167.23 163.82
MEMO
31 United States/dollar®. .. ................. 8425 8734 96.38 98.82 100.52 99.93 100.47 100.30 99.61

1. Averages of certified noon buying rates in New York for cable transfers. Data in this

table also appear in the Board's G.5 (405) monthly statistical release. For ordering addsess,
see inside front cover.
2. Value in US. cents.

3. Index of weighted-average exchange value of U.S. dollar against the currencies of ten
ndustsial countries. The weight for each of the ten countries is the 1972-76 average world
trade of that country divided by the average world trade of all ten countries combined. Series
revised as of August 1978 (see Federal Reserve Bulletin, vol. 64 (Angust 1978), p. 700).
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Guide to Statistical Releases and Special Tables

STATISTICAL RELEASES—List Published Semiannually, with Latest Bulletin Reference

Issue
Anticipated schedule of release dates for periodic releases ..........c.ovooiviiiiiiiiiiiiiiii e June 1998
SPECIAL TABLES—Data Published Irregularly, with Latest Bulletin Reference
Title and Date Issue
Assets and liabilities of commercial banks
MaArCh 3, 1007 oo s September 1997
JUNE 30, 1007 o i i e e e e ir s November 1997
September 30, 1007 .o e February 1998
DECemDEr 31, 1007 ittt e s May 1998
Terms of lending at commercial banks
Ay 1007 i e October 1997
AUZUSE 1007 o e November 1997
NOVEmDEr 1907 o e February 1998
February 1008 o e s May 1998
Assets and liabilities of US. branches and agencies of foreign banks
March B, 1007 o August 1997
BT T T L L O O R November 1997
September 30, 1997 .o e e February 1998
DecambEr A1, 1907 oo s May 1998
Pro forma balance sheet and income statements for priced service operations
JUNE 30, 1997 o e e Qctober 1997
September 30, 1007 ... e et ettt January 1998
MaArCh B, 1008 . it e e e July 1998
Residential lending reported under the Home Mortgage Disclosure Act
7 O U NPT September 1995
L T OO PO OSSPSR September 1996
L0 e e e e e et e September 1997

Disposition of applications for private morigage insurance
B000 September 1997
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431 PRO FORMA FINANCIAL STATEMENTS FOR FEDERAL RESERVE PRICED SERVICES

A. Pro forma balance sheet
Millions of dollars

Item Mar. 31, 1998 Mar. 31, 1997

Short-term assets (Note 1)
Imputed reserve requirement on clearing balances .. ................ ... ... ... 610.7 672.9
Investment in marketable securities . ........ §,496.3 6.056.1
Receivables ................... 68.5 65.5
Materials and supplies. 4.6 3.0
Prepaid eXpenses . . ... ... . .. e 24.3 45.4
Ttems in process of collection........... ... ... L Lo Lo L 5,892.3 1,089.6

Total short-term assets. . .......... ..ot tiiiiit ciiiei 12,096.8 79325
Long-term assets (Note 2)
Premises. ... ... oot 391.8 3839
Furniture and equipment. .. ...... ... ... ... ... i 130.8 137.3
Leases and leasehold improvements, . . e e 254 352
Prepaid pension COSIS . ... ... ittt 366.4 303.0

Total long-term assets . ... _....... _..... ... ... . 9144 8594
Toral ASSEUS . . . ... e s 13,011.2 8,792.0
Short-term liabilities
Clearing balances and balances arising from early credit

of uncollected items . ....... ... ... . i 7,381.2 6.796.6

Deferred-availability items 4,618.1 1,022.0
Short-termdebt ... ... 97.4 113.9

Total short-term liabilities. .. ........ ... ... ... ... . .. ... ... 12,096.8 79325
Long-term habilities
Obligations under capital leases . ............ ... ... ... i .0 7
Long-termdebt .......... . .. .. ... ... ... 191.8 188.2
Postretirement/postemployment benefits obligation 207.7 196.1

Total long-term Habilities .. ....... ... ... .. ... i 399.5 385.0
Total liabilities ... .... ... ... ... ... .. .. 12,496.3 83175
BQUILY. .o oo e e 5149 4744
Total liabilities and equity (Note 3)............. ... ... ... ... ... .. ..... 13,011.2 8,792.0

NOTE. Components may not sum to totals because of rounding. The priced services

financial statements consist of these tables and the accompanying notes.
Some of the 1997 data have been revised.

B. Pro forma income statement

Millions of dollars

ltem

Quarter ending Mar. 31, 1998

Quarter ending Mar. 31, 1996

Revenue from services provided to depository institutions (Note 4) . ....... ....
Operating expenses (Note 5)

Income from operations ............ ... .. ... il i
Jmputed costs (Note 6)
Intereston float ... ........ ... ... ... L
Interest on debt .
Sales taxes.......
FDIC insurance

Income from operations after imputed costs

Other income and expenses (Note 7)
Investment income on clearing balances . .. ...

Earnings credits . . ...

Income before income taxes. . .... ... .... . .. ..o
Imputed income taxes (Note 8)

Net income

MEMO
Targeted return on equity (Note 9)

195.1
1629
323
54
43
20
_0 17
206
935
840 95
30.1
9.7
204
157

193.0
163.3
29.7
43
44
27
5 1.8
179
883
782 10.1
280
9.0
19.0
137

Note. Components may not sum to totals because of rounding. The priced services

financial statements consist of these tables and the accompanying notes.
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NOTES TO FINANCIAL STATEMENTS FOR FEDERAL RESERVE PRICED SERVICES

(1) SHORT-TERM ASSETS

The imputed reserve requirement on clearing balances held at Reserve Banks by depository
institutions reflects a treatment comparable to that of compensating balances held at corre-
spondent banks by respondent institutions. The reserve requirement impased on respondent
balances must be held as vault cash or as nonearning balances maintained at a Reserve Bank:
thus, a portion of priced services clearing balances held with the Federal Reserve is shown as
required reserves on the asset side of the balance sheet. The remainder of clearing balances is
assumed to be mnvested in three-month Treasury bills, shown as investment i marketable
securities.

Receivables are (1) amounts due the Reserve Banks for priced services and (2) the share of
suspense-account and difference-account balances related to priced services.

Materials and supplies are the inventory value of short-term assets.

Prepaid expenses mclude salary advances and travel advances for priced-service personnel.

Items in process of collection is gross Federal Reserve cash items in process of collection
(CIPC) stated on a basis comparable to that of a commercial bank. It reflects adjustmems for
intra-System items that would atherwise be double-counted on a consolidated Federal
Reserve balance sheet: adjustments for items associated with non-priced items, such as those
collected for government agencies; and adjustments for items associated with providing fixed
availability or credit before items are received and processed. Among the costs to be
recovered under the Monetary Control Act is the cost of float, or net CIPC during the period
(the difference between gross CIPC and deferred-availability items which is the portion of
gross CIPC that involves a financing cost), valued ai the federal funds rate.

(2) LONG-TERM ASSETS

Consists of long-term assets used solely in priced services. the priced-services portion of
long-term assets shared with nonpnced services, and an estimate of the assets of the Board of
Governors used in the development of priced services. Effective Jan. 1, 1987, the Reserve
Banks implemented the Financial Accounting Standards Board's Statement of Financial
Accounting Standards No. 87, Employers’ Accounting for Pensions (SFAS 87). Accordingly,
the Federal Reserve Banks recognized credits to expenses of $16.2 million n the first quarter
of 1998 and $15.6 million in the frst quarter of 1997, and corresponding increases in this
asset account.

(3) LIABILITIES AND EQUITY

Under the matched-book capital structure for assets that are not “self-financing,” short-term
assets are financed with short-term debt. Long-term assets are financed with long-term debt
and equity in a proportion equal to the ratio of long-term debt to equity for the fifty largest
bank holding companies, which are used in the model for the private-sector adjustment factor
(PSAF). The PSAF consists of the taxes that would have been paid and the return on capital
that would have been provided had priced services been furnished by a private-sector firm.
Other short-term habilities include clearing balances mamntained at Reserve Banks and
deposit balances arising from float. Other long-term habilities consist of obligations on capital
leases.

(4) REVENUE

Revenue represents charges to depository institutions for priced services and is realized from
each institution through one of two methods: direct charges to an mstitution’s account or
charges against its accumulated earnings credits.

(5) OPERATING EXPENSES

Operating expenses consist of the direct, indirect, and other general administrative expenses
of the Reserve Banks for priced services plus the expenses for staff members of the Board of

Governors working directly on the development of priced services The expenses for Board
staff members were $0.7 miilion n the first quarter of 1998 and $0.7 million in the first
quarter of 1997. The credit to expenses under SFAS 87 (see note 2) is reflected in operating
expenses.

(6) IMPUTED COSTS

Imputed costs consist of interest on float, interest on debt, sales taxes. and the FDIC
assessment. Interest on float is derived from the value of float to be recovered. either
explicitly or through per-item fees, duning the period. Float costs include costs for checks,
book-entry securities, noncash collection, ACH, and funds transfers.

Interest is imputed on the debt assumed necessary to finance priced-service assets. The
sales taxes and FDIC assessment that the Federal Reserve would have paid had it been a
private-sector firm are among the components of the PSAF (see note 3).

The following list shows the daily average recovery of float by the Reserve Banks for the
first quarter of 1998 and 1997 in millions of dollars:

1998 1997
Total float 758.7 685.0
Unrecovered float (10.7 11.3
Float subject to recovery 769.4 673.7
Sources of float recovery
Income on clearing balances 76.6 67.7
As-of adjustments 3764 346.1
Direct charges 141.4 146.4
Per-item fees 175.0 113.4

Unrecovered float includes float generated by services to government agencies and by other
central bank services. Float recovered through income on clearing balances is the result of the
increase in investable clearing balances; the increase is produced by a deduction for fioat for
cash items in pracess of collection, which reduces imputed reserve requirements. The income
on clearing balances reduces the float to be recovered through other means. As-of adjustments
and direct charges are mid-week closing float and interterritory check float, which may be
recovered from depositing institutions through adjustments to the institution’s reserve or
clearing balance or by valuing the float at the federal funds rate and billing the institution
directly. Float recovered throngh per-item fees is valued at the federal funds rate and has been
added 1o the cost base subject 10 recovery in the first quarter of 1998.

(7) OTHER INCOME AND EXPENSES

Consists of nvestment income on clearing balances and the cost of earnings credits.
Investment income on clearing balances represents the average coupon-equivalent yield on
three-month Treasury bills apphed 1o the toral clearing balance maintained, adjusted for the
effect of reserve requirements on clearing balances. Expenses for earnings credits granted 1o
depository mnstitutions on their clearing balances are derived by applying the average federal
funds rate to the required portion of the clearing balances, adjusted for the net effect of
reserve requirements on clearing balances.

{8) INCOME TAXES

Imputed income taxes are calculated at the effective tax rate derived from the PSAF model
{see note 3).

(9) RETURN ON EQUITY

Represents the after-tax rate of return on equity that the Federal Reserve would have earned
had it been a private business tfirm, as derived from the PSAF mode! (see note 3). This amount
is adjusted to reflect the recovery of automation consolidation costs of $2.6 million for first
quarter of 1998 and $2.3 million for the first quarter of 1997. The Reserve Banks plan to
recover these amounts, along with a finance charge, by the end of the year 2001.
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Index to Statistical Tables

»

References are to pages A3-A65 although the prefix “A” is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances)
Assets and liabilities (See also Foreigners)
Commercial banks, 15-21
Domestic finance companies, 32, 33
Federal Reserve Banks, 10
Foreign-related institutions, 20
Automobiles
Consumer credit, 36
Production, 44, 45

BANKERS acceptances, 5, 10, 22, 23
Bankers balances, 15-21. (See also Foreigners)
Bonds (See also U.S. government securities)
New issues, 31
Rates, 23
Business activity, nonfinancial, 42
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 43
Capital accounts
Commercial banks, 15-21
Federal Reserve Banks, 10
Central banks, discount rates, 61
Certificates of deposit, 23
Commercial and industrial loans
Commercial banks, 15-21
Weekly reporting banks, 17, 18
Commercial banks
Assets and liabilities, 15-21
Commercial and industrial loans, [5-21
Consumer loans held, by type and terms, 36
Real estate mortgages held, by holder and property, 35
Time and savings deposits. 4
Commercial paper, 22, 23, 32
Condition statements (See Assets and liabilities)
Construction, 42, 46
Consumer credit, 36
Consumer prices, 42
Consumption expenditures. 48, 49
Corporations
Profits and their distribution, 32
Security issues, 31, 61
Cost of living (See Consumer prices)
Credit unions, 36
Currency in circulation, 5, 13
Customer credit, stock market, 24

DEBT (See specific tvpes of debt or securities)
Demand deposits, 15-21
Depository institutions
Reserve requirements, 8
Reserves and related items, 4, 5, 6, 12
Deposits (See also specific types)
Commercial banks, 4, 15-21
Federal Reserve Banks, 5, 10
Discount rates at Reserve Banks and at foreign central banks and
foreign countries (See Interest rates)
Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 32

EMPLOYMENT, 42
Eurodollars, 23, 61

FARM mortgage loans, 35
Federal agency obligations, 5, 9, 10, 11, 28, 29

Federal 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, 23, 25
Federal Home Loan Banks, 30
Federal Home Loan Mortgage Corporation, 30, 34, 35
Federal Housing Administration, 30, 34, 35
Federal Land 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, S, 6, 10, 12
Federal Reserve notes, 10
Federal Reserve System
Balance sheet for priced services, 64, 65
Condition statement for priced services, 64, 65
Federally sponsored credit agencies, 30
Finance companies
Assets and liabilities, 32
Business credit, 33
Loans, 36
Paper, 22, 23
Float, 5
Flow of funds, 3741
Foreign currency operations, 10
Foreign deposits in U.S. banks, 5
Foreign exchange rates, 62
Foreign-related institutions, 20
Foreign trade, 51
Foreigners
Claims on, 52, 55, 56, 57, 59
Liabilities to, 51, 52, 53, 58, 60, 61

GOLD

Certificate account, 10

Stock, 5, 51
Government National Mortgage Association, 30, 34, 35
Gross domestic product, 48, 49

HOUSING, new and existing units, 46

INCOME and expenses, Federal Reserve System, 64, 65
Income, personal and national, 42, 48, 49
Industrial production, 42, 44
Insurance companies, 27. 35
Interest rates
Bonds, 23
Consumer credit, 36
Federal Reserve Banks, 7
Foreign central banks and foreign countries, 61
Money and capital markets, 23
Mortgages, 34
Prime rate, 22
International capital transactions of United States, 50-61
International organizations, 52, 53, 55, 58, 59
Inventories, 48
Investment companies, issues and assets, 32
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Investments (See also specific types)
Commercial banks, 4, 15-21
Federal Reserve Banks, 10, 11
Financial institutions, 35

LABOR force, 42

Life insurance companies (See Insurance companies)

Loans (See also specific types)
Commercial banks, 15-21
Federal Reserve Banks, 5, 6, 7, 10, 11
Federal Reserve System, 64, 65
Financial institutions, 35

Insured or guaranteed by United States, 34, 35

MANUFACTURING
Capacity utilization, 43
Production, 43, 45

Margin requirements, 24

Member banks (See also Depository institutions)

Reserve requirements, 8
Mining production, 45
Mobile homes shipped, 46
Monetary and credit aggregates, 4, 12
Money and capital market rates, 23
Money stock measures and components, 4, 13
Mortgages (See Real estate loans)
Mutual funds, 13, 32
Mutual savings banks (See Thrift institutions)

NATIONAL defense outlays, 26
National income, 48

OPEN market transactions, 9

PERSONAL 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, 15-21, 35
Terms, yields, and activity, 34
Type of holder and property mortgaged, 35
Reserve requirements, 8
Reserves
Commercial banks, 15-21
Depository institutions, 4, 5, 6, 12
Federal Reserve Banks, 10
U.S. reserve assets, 51
Residential mortgage loans, 34, 35

Retail credit and retail sales, 36, 42

SAVING
Flow of funds, 3741
National income accounts, 48
Savings institutions, 35, 36, 3741
Savings deposits (See Time and savings deposits)
Securities (See also 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
Holdings of U.S. government securities, 27
New security issues, 31
Rates on securities, 23
Stock market, selected statistics, 24
Stocks (See also Securities)
New issues, 31
Prices, 24
Student Loan Marketing Association, 30

TAX receipts, federal, 26

Thrift institutions, 4. (See also Credit unions and Savings
institutions)

Time and savings deposits, 4, 13, 15-21

Trade, foreign, 51

Treasury cash, Treasury currency, 5

Treasury deposits, 5, 10, 25

Treasury operating balance, 25

UNEMPLOYMENT, 42
U.S. government balances
Commercial bank holdings, 15-21
Treasury deposits at Reserve Banks, 5, 10, 25
U.S. government securities
Bank holdings, 15-21, 27
Dealer transactions, positions, and financing, 29
Federal Reserve Bank holdings, 5, 10, 11, 27
Foreign 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
Utilities, production, 45

VETERANS Administration, 34, 35

WEEKLY reporting banks, 17, 18
Wholesale (producer) prices, 42, 47

YIELDS (See Interest rates)
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Federal Reserve Board of Governors
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LAURENCE H. MEYER

OFFICE OF BOARD MEMBERS

LyNnN S. Fox, Assistant to the Board
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ALICE PATRICIA WHITE, Assistant Director
JovcE K. ZiCKLER, Assistant Director

GLENN B. CANNER, Senior Adviser

JonN I. MINGO, Senior Adviser

DIVISION OF MONETARY AFFAIRS
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NORMAND R.V. BERNARD, Special Assistant to the Board

DIVISION OF CONSUMER
AND COMMUNITY AFFAIRS
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EpwarRD M. GRAMLICH

OFFICE OF
STAFF DIRECTOR FOR MANAGEMENT
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MANAGEMENT DIVISION
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DIVISION OF SUPPORT SERVICES
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Louise L. RosEMAN, Associate Director

PauL W. BETTGE, Assistant Director
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Federal Open Market Committee
and Advisory Councils
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Federal Reserve Board Publications

For ordering assistance, write PUBLICATIONS SERVICES,
MS-127, Board of Governors of the Federal Reserve System,
Washington, DC 20551, or telephone (202) 452-3244, or FAX
(202) 728-5886. You may also use the publications order
form available on the Board’s World Wide Web site
(http://www .bog.frb.fed.us). When a charge is indicated, payment
should accompany request and be made payable to the Board of
Governors of the Federal Reserve System or may be ordered via
Mastercard, Visa, or American Express. Payment from foreign
residents should be drawn on a US. bank.

BOOKS AND MISCELLANEOQUS PUBLICATIONS

THE FEDERAL RESERVE SYSTEM—PURPOSES AND FUNCTIONS.
1994. 157 pp.

ANNUAL REPORT, 1997.

ANNUAL REPORT: BUDGET REVIEW, 1998-99.

FEDERAL RESERVE BULLETIN. Monthly. $25.00 per year or $2.50
each in the United States, its possessions, Canada, and
Mexico. Elsewhere, $35.00 per year or $3.00 each.

ANNUAL STATISTICAL DIGEST: period covered, release date, num-
ber of pages, and price.

1981 October 1982 239 pp. $ 6.50
1982 December 1983 266 pp. $ 7.50
1983 October 1984 264 pp. $11.50
1984 October 1985 254 pp. $12.50
1985 October 1986 231 pp. $15.00
1986 November 1987 238 pp. $15.00
1987 October 1988 272 pp. $15.00
1988 November 1989 256 pp. $25.00
1980-89 March 1991 712 pp. $25.00
1990 November 1991 185 pp. $25.00
1991 November 1992 215 pp. $25.00
1992 December 1993 215 pp. $25.00
1993 December 1994 281 pp. $25.00
1994 December 1995 190 pp. $25.00
1990-95 November 1996 404 pp. $25.00

SELECTED INTEREST AND EXCHANGE RATES— WEEKLY SERIES OF
CHARTs. Weekly. $30.00 per year or $.70 each in the United
States. its possessions, Canada, and Mexico. Elsewhere,
$35.00 per year or $.80 each.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FEDERAL
RESERVE SYSTEM.

ANNvuAL PERCENTAGE RATE TaBLES (Truth in Lending—
Regulation Z) Vol. I (Regular Transactions). 1969. 100 pp.
Vol. II (Irregular Transactions). 1969. 116 pp. Each volume
$5.00.

GuibE TO THE FLOW OF FUNDS ACCOUNTS. 672 pp. $8.50 each.
FEDERAL RESERVE REGULATORY SERVICE. Loose-leaf; updated
monthly. (Requests must be prepaid.)
Consumer and Community Affairs Handbook. $75.00 per year,
Monetary Policy and Reserve Requirements Handbook. $75.00
per year.
Securities Credit Transactions Handbook. $75.00 per year.
The Payment System Handbook. $75.00 per year.

Federal Reserve Regulatory Service. Four vols. (Contains all
four Handbooks plus substantial additional material.) $200.00
per year.

Rates for subscribers outside the United States are as follows
and include additional air mail costs:

Federal Reserve Regulatory Service, $250.00 per year.

Each Handbook, $90.00 per year.

FEDERAL RESERVE REGULATORY SERVICE FOR PERSONAL
CompuTERS. CD ROM; updated monthly.
Standalone PC. $300 per year.
Network, maximum 1 concurrent user. $300 per year.
Network, maximum 10 concurrent users. $750 per year.
Network, maximum 50 concurrent users. $2,000 per year.
Network, maximum 100 concurrent users. $3,000 per year.
Subscribers outside the United States should add $50 to cover
additional airmail costs.
THE U.S. ECONOMY IN AN INTERDEPENDENT WORLD: A MULTI-
COUNTRY MoDEL, May 1984. 590 pp. $14.50 each.
INDUSTRIAL PRODUCTION—1986 EDITION. December 1986.
440 pp. $9.00 each.
FinanciaL FUTURES AND OpTiONS IN THE U.S. EconNomy.
December 1986. 264 pp. $10.00 each.
FiNANCIAL SECTORS IN OPEN EcoNOMIES: EMPIRICAL ANALY-
SIS AND PoLICY IssUES. August 1990. 608 pp. $25.00 each.
RISk MEASUREMENT AND SYSTEMIC RISK: PROCEEDINGS OF A
JoINT CENTRAL BANK RESEARCH CONFERENCE. 1996,
578 pp. $25.00 each.

EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies are
available without charge.

Consumer Handbook on Adjustable Rate Mortgages

Consumer Handbook to Credit Protection Laws

A Guide to Business Credit for Women, Minorities, and Small
Businesses

Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks

A Consumer’s Guide to Mortgage Lock-Ins

A Consumer’s Guide to Mortgage Settlement Costs

A Consumer’s Guide to Mortgage Refinancings

Home Mortgages: Understanding the Process and Your Right
to Fair Lending

How to File a Consumer Complaint

Making Deposits: When Will Your Money Be Available?

Making Sense of Savings

SHOP: The Card You Pick Can Save You Money

Welcome to the Federal Reserve

When Your Home is on the Line: What You Should Know
About Home Equity Lines of Credit

Keys to Vehicle Leasing
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STAFF STUDIES: Only Summaries Printed in the

BULLETIN

Studies and papers on economic and financial subjects that are of
general interest. Requests to obtain single copies of the full text or
to be added to the mailing list for the series may be sent to
Publications Services.

Staff Studies 1-157 are out of print.

158.

159.

160.

161.

162.

163.

164.

165.

THE ADEQUACY AND CONSISTENCY OF MARGIN REQUIRE-
MENTS IN THE MARKETS FOR STOCKS AND DERIVATIVE
ProbucTs, by Mark J. Warshawsky with the assistance of
Dietrich Earnhart. September 1989. 23 pp.

NEw DATA ON THE PERFORMANCE OF NONBANK SUBSIDI-
ARIES OF BANK HOLDING COMPANIES, by Nellie Liang and
Donald Savage. February 1990. 12 pp.

BANKING MARKETS AND THE USE OF FINANCIAL SER-
VICES BY SMALL AND MEDIUM-SIZED BUSINESSES, by
Gregory E. Ellichausen and John D. Wolken. September
1990. 35 pp.

A REVIEW OF CORPORATE RESTRUCTURING ACTIVITY,
1980-90, by Margaret Hastings Pickering. May 1991.
21 pp.

EVIDENCE ON THE S1ZE OF BANKING MARKETS FROM MORT-
GAGE LoaN RATES IN TweNTY CITIES, by Stephen A.
Rhoades. February 1992. 11 pp.

CLEARANCE AND SETTLEMENT IN U.S. SECURITIES MAR-
KETS, by Patrick Parkinson, Adam Gilbert, Emily Goliob,
Lauren Hargraves, Richard Mead, Jeff Stehm, and Mary
Ann Taylor. March 1992. 37 pp.

THE 1989-92 CrEDIT CRUNCH FOR REAL ESTATE, by
James T. Fergus and John L. Goodman, Jr. July 1993.
20 pp.

THE DEMAND FOR TRADE CREDIT: AN INVESTIGATION OF
MoTIVES FOR TRADE CREDIT USE BY SMALL BUSINESSES, by
Gregory E. Ellichausen and John D. Wolken. September
1993. 18 pp.

166. THE ECONOMICS OF THE PRIVATE PLACEMENT MARKET, by

Mark Carey, Stephen Prowse, John Rea. and Gregory Udell.

January 1994. 111 pp.

167. A SUMMARY OF MERGER PERFORMANCE STUDIES IN BANK-

ING, 1980-93, AND AN ASSESSMENT OF THE “OPERATING

PERFORMANCE” AND “EVENT STUDY” METHODOLOGIES,

by Stephen A. Rhoades. July 1994. 37 pp.

THE EcoNomics OF THE PRIVATE EqQuiTy MARKET. by

George W. Fenn, Nellie Liang, and Stephen Prowse. Novem-

ber 1995. 69 pp.

BANK MERGERS AND INDUSTRYWIDE STRUCTURE, 1980-94,

by Stephen A. Rhoades. February 1996. 29 pp.

THE CoST OF IMPLEMENTING CONSUMER FINANCIAL REGU-

LATIONS: AN ANALYSIS OF EXPERIENCE WITH THE TRUTH

IN SAVINGS Acr, by Gregory Elliehausen and Barbara R.

Lowrey, December 1997. 17 pp.

171. THE CoSsT oF BANK REGULATION: A REVIEW OF THE Evi-
DENCE, by Gregory Ellichausen, April 1998. 35 pp.

168.

169.

170.

REPRINTS OF SELECTED Bulletin ARTICLES

Some Bulletin articles are reprinted. The articles listed below are
those for which reprints are available. Beginning with the Janu-
ary 1997 issue, articles are available on the Board’s World Wide
Web site (http://www bog.frb.fed.us) under Publications, Federal
Reserve Bulletin articles.

Limit of ten copies

FaMiLy FINANCES IN THE U.S.: RECENT EVIDENCE FROM THE
SURVEY OF CONSUMER FINANCES. January 1997.
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Maps of the Federal Reserve System

-
&
u

ALASKA '
HAWALL B

LEGEND
Both pages
B Federal Reserve Bank city

Board of Governors of the Federal
Reserve System, Washington, D.C.

NOTE

The Federal Reserve officially identifies Districts by num-
ber 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 Hawaii.

The System serves commonwealths and territories as
follows: the New York Bank serves the Commonwealth

Facing page
¢ Federal Reserve Branch city

— Branch boundary

of Puerto Rico and the U.S. Virgin Islands; the San Fran-
cisco Bank serves American Samoa, Guam, and the Com-
monwealth of the Northern Mariana Islands. The Board of
Governors revised the branch boundaries of the System
most recently in February 1996.
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Federal Reserve Banks, Branches, and Offices

FEDERAL RESERVE BANK Chairman President Vice President
branch, or facility Zip Deputy Chairman First Vice President in charge of branch
BOSTON* .................. 02106 William C. Brainard Cathy E. Minehan
William O. Taylor Paul M. Connolly
NEW YORK* ............... 10045 John C. Whitehead William J. McDonough
Thomas W. Jones Ernest T. Patrikis
Buffalo ................... 14240 Bal Dixit Carl W. Turnipseed!
PHILADELPHIA ........... 19105 Joan Carter Edward G. Boehne
Charisse R. Lillie William H. Stone, Jr.
CLEVELAND* ............. 44101 G. Watts Humphrey, Jr. Jerry L. Jordan
David H. Hoag Sandra Pianalto
Cincinnati ................ 45201 George C. Juilfs Charles A. Cerino'
Pittsburgh ................ 15230 John T. Ryan III Robert B. Schaub
RICHMOND* .............. 23219 Claudine B. Malone J. Alfred Broaddus, Jr.
Robert L. Strickland Walter A. Varvel
Baltimore ................. 21203 Daniel R. Baker William J. Tignanelli!
Charlotte .................. 28230 Dennis D. Lowery Dan M. Bechter!
ATLANTA .................. 30303 David R. Jones Jack Guynn
John E. Wieland Patrick K. Barron James M. Mckee
Birmingham .............. 35283 Patricia B. Compton Fred R. Herr!
Jacksonville .............. 32231 Judy Jones James D. Hawkins'

Miami ........ooooeill 33152
Nashville ................. 37203
New Orleans ............. 70161
CHICAGO* ................. 60690
Detroit .................... 48231
ST.LOUIS .................. 63166
Little Rock ............... 72203
Louisville ................. 40232
Memphis ... 38101
MINNEAPOLIS ............ 55480
Helena .................... 59601
KANSAS CITY ............. 64198
Denver .................... 80217
Oklahoma City ........... 73125
Omaha .................... 68102

DALLAS .................... 75201

ElPaso ...........oooe.ut 79999
Houston .................. 77252
San Antonio .............. 78295

SAN FRANCISCO ......... 94120

Los Angeles .............. 90051
Portland .................. 97208
Salt Lake City ............ 84125
Seattle .................... 98124

R. Kirk Landon
Frances F. Marcum
Lucimarian Roberts

Lester H. McKeever, Jr.
Arthur C. Martinez
Florine Mark

John F. McDonnell
Susan S. Elliott
Betta M. Carney
Roger Reynolds
Carol G. Crawley

David A. Koch
James J. Howard
William P. Underriner

Jo Marie Dancik
Terrence P. Dunn

Peter 1. Wold

Barry L. Eller

Arthur L. Shoener

Roger R. Hemminghaus
James A. Martin
Patricia Z. Holland-Branch
Edward O. Gaylord

H. B. Zachry, Jr.

Gary G. Michael
Cynthia A. Parker

Anne L. Evans

Carol A. Whipple

Richard E. Davis

Richard R. Sonstelie

Michael H. Moskow
William C. Conrad

William H. Poole

W. LeGrande Rives
Gary H. Stern

Colleen K. Strand
Thomas M. Hoenig

Richard K. Rasdall

Robert D. McTeer, Jr.
Helen E. Holcomb

Robert T. Parry
John F. Moore

James T. Curry III
Melvyn K. Purcell
Robert J. Musso

David R. Allardice!

Robert A. Hopkins
Thomas A. Boone
Martha L. Perine

John D. Johnson

Carl M. Gambs!
Kelly J. Dubbert
Steven D. Evans

Sammie C. Clay
Robert Smith, III'!
James L. Stull!

Mark L. Mullinix!
Raymond H. Laurence!
Andrea P. Wolcott
Gordon R. G, Werkema?

*Additional offices of these Banks are located at Windsor Locks, Connecticut 06096; East Rutherford, New Jersey 07016; Utica at Oriskany, New York 13424
Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West Virginia 25311; Des Moines, Iowa 50306; Indianapolis, Indiana 46204; Milwaukee,
Wisconsin 53202; and Peoria, Illinois 61607.

1. Senior Vice President.
2. Executive Vice President



