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Monetary Policy Report to Congress

Report submitted to the Congress$, pursuant to
the Full Employment and Mometary Growth Act
of 1978 on February 25, 1981.

A REVIEW Of DEVELOPMENTS IN 19850

Monetary Policy and the Performance
of the bconomy in 1980

The past year was marked by considerable turbu-
lence in the nation’s economy and credit mar-
kets. Output and employment experienced ex-
traordinarily sharp swings—generally confound-
ing forecasters inside and outside government—
and so, too, did interest rates and financial flows.
On balance, the level of the aggregate output of
goods and services at the end of 1980 was little
changed from that at the beginning of the year,
and with a growing labor force, unemployment
was appreciably higher. At the same time, infla-
tion continued at about the same unacceptably
high rate as in 1979.

Many factors—some of them beyond the realm
of the purely economic—combined to produce
this distressing performance. At bottom, howev-
er, the behavior of the economy demonstrated
rather vividly the difficulties of overcoming a
deeply entrenched inflation and, particularly, the
stresses that arise when neccessary monetary
restraint is not adequately supported by other
instruments of public policy.

As 1980 began, the underlying trend of price
increase was approaching a double-digit pace,
and a recent further jump in international oil
prices has threatened to worsen that trend. There
was broad consensus that fighting inflation must
be the top priority for national economic policy.
The Federal Reserve shaped its policy for 1980
with the objective of reining in inflationary forces
in the economy and establishing a framework
within which decisionmakers in both the public
and the private sectors could look forward over

the longer run to a restoration of reasonable
stability in the gencral price level.

The basic premise of the System’s policy is the
broadly accepted notion that inflation can persist
over appreciable spans of time only if it is
accommodated by monetary expansion. The
strategy to which the System has committed
itself is to hold monetary growth to rates that fall
short of such accommodation and thus encour-
age adjustments consistent with a return to price
stability over time. To be sure, the relationships
between the growth of money and the behavior
of the economic variables of ultimate concern—
such as production, employment, and inflation—
are not in practice absolutely stable or predict-
able, especially in the short run. But the crucial
fact is that rates of monetary expansion in the
vicinity of those specified by the Federal Open
Market Committee (FOMC) last February im-
plied a substantial degree of restraint on the
growth of nominal gross national product—that
i1s, the combined result of inflation and real
growth. Put differently, the FOMC’s ranges for
monetary growth implied that, if inflation did not
abate, there would in all likelihood be strong
financial restraint on economic activity reflected
in an easing of pressures on markets for goods
and services and thence on productive capacity,
factors that in turn would help to contain the
momentum of inflation, This stabilizing influence
was especially critical in a circumstance in which
the impulse of a price hike by the Organization of
Petroleum Exporting Countries could easily have
led to a ratcheting upward of the trend rate of
inflation.

In any event, inflation did not abate in 1980.
But neither did it gain new momentum as many
feared it might. Rather, the increases in most
aggregate price indexes were about the same as
were recorded in 1979. The fixed-weight price
index for GNP rose 9'/, percent last year, a little
more than in 1979, while the consumer price
index rose 12!/, percent, somewhat less than in



196 Federal Reserve Bulletin [J] March 1981

1979. Such rates of inflation themselves result in
a substantial increase in the amount of money
needed to finance transactions. Thus, even
though the monetary aggregates generally ex-
panded at rates near or a bit above the upper
ends of the FOMC’s announced ranges, the steep
rise in prices resulted in marked pressures in the
credit markets that exerted restraint on econom-
ic activity and kept inflationary pressures from
worsening,

These developments did not occur evenly
throughout the year. During the opening months,
the late-1979 boost in imported oil prices com-
bined with other factors—including strife in Af-
ghanistan, unsettlement in the Middle East gen-
erally, and attendant fears that an escalation of
defense spending might greatly enlarge already
sizable federal deficits—to aggravate inflationary
expectations. These expectations contributed
importantly to the upward pressures on interest
rates that were associated with the Federal Re-
serve’s efforts to contain growth in the monetary
and credit aggregates. Then, in March, President
Carter announced an anti-inflation program that
included the application by the Federal Reserve
of special restraints on credit growth by utilizing
the powers of the Credit Control Act of 1969,

The tightening of credit markets and the psy-
chological impact of the credit restraint program
on consumers contributed to the sharpness of the
economic decline that occurred in the first half of
the year, although a decline at some point had
long been anticipated in the light of strong pres-
sures on financial positions and other factors.
The drop in real GNP during the second quarter
far exceeded the expectations of forecasters; in
fact, it was the sharpest of the postwar period.
However, with the slump in activity came a
pronounced weakening of demands for money
and credit and a steep decline in interest rates.
The lowering of credit costs, coupled with re-
moval of the special credit restraints, in turn was
instrumental in bringing about a rebound in eco-
nomic activity in the second half of the year,
which turned out to be unexpectedly early and
strong and restored real GNP almost to its year-
end 1979 level. During this period of recovery,
the public’s demands on financial markets grew
and interest rates rose as the System attempted
to hold monetary expansion within bounds.

The financial pressures on the private sector of
the economy last year were intensified by the
competition of the federal government for the
limited supply of credit. The federal deficit (uni-
fied basis, including off-budget agencies) grew
from $41 billion in calendar year 1979 to $83
billion in calendar year 1980. During 1980, more-
over, the massive federal deficit and repeated
upward revisions in spending forecasts added to
the prevailing mood of uncertainty and weak-
ened public confidence in the government’s will-
ingness and ability to mount a successful anti-
inflation effort.

In 1980, as in most periods of financial teasion,
those types of purchases that involve longer-
term investments of large sums were hardest hit.
The residential construction sector, especially,
was squeezed by high interest rates and, particu-
larly in the first half of the year, by reduced
credit availability. Housing starts fell from an
annual rate of 1.6 million units in the fourth
quarter of 1979 to a rate of 1.1 million units in the
second quarter of 1980; starts then snapped back
sharply to just over 1.5 million units by the end of
the summer, leveling off as interest rates moved
upward again in the final months of the year. The
mortgage markets have seen remarkably rapid
institutional change in the past year, reflecting an
adaptation to recurrent cyclical pressures on key
lenders and to the difficulties potential home-
buyers face with traditional mortgage instru-
ments. Still, these changes have not insulated the
real estate market from the effects of inflated
home prices and of high mortgage rates on the
willingness and ability of people to borrow and
buy houses.

Credit conditions also played a role in dampen-
ing personal consumption expenditures in 1980—
particularly outlays on big-ticket durable goods.
However, several other influences militated
against a robust pattern of consumer spending.
The period leading up to 1980 had been marked
by weakness in real disposable personal income
and by an erosion of the financial flexibility of
households. Faced with budgetary strains caused
by relatively rapid increases in the prices of such
basic necessities as food and energy, many
American families had sought to maintain cus-
tomary consumption patterns—and in some cas-
es to finance extra purchases in anticipation of



inflation—Dby borrowing. A declining trend in the
personal saving rate suggested that consumers
were becoming overextended and that some
weakening in spending relative to income was
quite likely; indeed, the saving rate rose from 4.7
percent in the fourth quarter of 1979 (a 28-year
low) to 6.2 percent in the second quarter of 1980.
Automobile purchases, which tend to be defer-
able in the short run, bore the brunt of the
consumer retrenchment. Although credit condi-
tions discouraged dealers from financing large
inventories and to some extent were a depressant
on demand for autos more generally, the steep
increases in the prices of cars and gasoline
appear to have been more decisive elements in
the picture.

Business firms, like households, entered 1980
in a weakened financial condition. The preceding
years of expansion had seen a substantial dete-
rioration in aggregate measures of corporate li-
quidity; many enterprises were heavily burdened
with short-term debt, and they thus were ex-
posed to severe cash-flow pressures when inter-
est rates rose. The combination of deteriorating
balance sheets, a high cost of capital, and slack-
ening demands for final products resulted in a 5
percent drop in real business fixed investment
during 1980. Some industries—particularly in the
defense, energy, and high-technology sectors—
did register gains in capital outlays, but those
elements of strength were more than offset by
declines in most cyclical manufacturing indus-
tries. Plant construction spending was especially
weak. Meanwhile, businesses kept a tight rein on
inventories, encouraged by the high costs of
carrying stocks; a moderate accumulation during
the first-half recession—concentrated in the
automotive and related industries—was largely
eliminated in the subsequent rebound.

In the government sector, purchases of goods
and services by the federal government rose
moderately in real terms during 1980, reflecting
in part a pickup in defense outlays. At the state
and local level, real purchases were about un-
changed, owing to fiscal strains associated with a
slowing of growth in tax revenues and cutbacks
in federal grants as well as to political pressures
for spending restraint.

The slackening of domestic aggregate demand
worked to hold down imports; in the case of
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petroleum imports, the impact of decreased eco-
nomic activity was reinforced by the incentive
for conservation provided by a sharply increased
relative price of oil and other energy products.
At the same time, U.S. exports—including both
agricultural commodities and other products—
rose appreciably in real terms. Net exports thus
registered a noticeable increase during 1980, and
the U.S. current account moved into sizable
surplus in the second half of the year. The trade
and current-account developments contrasted
sharply with those of some other major industrial
countries and contributed to a substantial appre-
ciation of the dollar relative to continental Euro-
pean currencies over the course of the year.

Employment traced a path similar to that of
output in 1980—that is, down substantially in the
first half and up substantially in the second, with
little net change. There was some alteration in
the composition of employment over the course
of the year, however, with jobs in manufacturing
and construction decreasing and those in service
industries increasing. The combination of this
change in employment mix and a tendency for
employers to lag in adjusting their work forces to
lower levels of production contributed to a con-
tinued disappointing performance of labor pro-
ductivity—output per hour worked—which
showed no gain for the year.

With no moderating influence from the pro-
ductivity side, the rise in unit labor costs reflect-
ed directly the behavior of wages and other labor
expenses during 1980. In the nonfarm business
sector, average hourly compensation—which in-
cludes employer contributions for social insur-
ance and the cost of fringe benefits—rose 10
percent, a bit more than in 1979. However, this
measure, because it does not account for
changes in the mix of employment or in over-
time, probably understates the acceleration in
wage rates. For example, the index of average
hourly earnings for production and nonsupervi-
sory personnel, which does include adjustments
for such factors, increased 9'/, percent in 1980
compared with 8 percent in 1979.

Wages typically are slow in responding to
economic slack, and given the large increases in
consumer prices in 1979 and 1980, there were
strong tendencies toward sizable catch-up wage
hikes even in the face of an unemployment rate
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that reached 7'/, percent last spring. This tenden-
cy manifests itself in a direct way when formal
cost-of-living escalator clauses exist. Such
clauses are most common in the manufacturing
sector, especially when there is collective bar-
gaining by large industrial unions, and the accel-
eration of wage rates was in fact relatively pro-
nounced in that sector.

The Growth of Money and Credit in 1980

In its report to the Congress last February, the
Board of Governors indicated the plans of the
FOMC regarding the growth of money and credit
in 1980. As in previous years, the FOMC set
desired ranges for the growth of several mone-
tary aggregates and of commercial bank credit.
Measured from the fourth quarter of 1979 to the
fourth quarter of 1980, the growth ranges were as
follows: M-1A, 3!/, to 6 percent; M-1B, 4 to 6'/,
percent; M-2, 6 to 9 percent; M-3, 6'/, to 9'/,
percent; and bank credit, 6 to 9 percent.' It was
recognized that legislative initiatives then pend-
ing in the area of financial regulation could alter
the desired rates of increase, as could any other
unanticipated developments that indicated the
prescribed growth rates were inconsistent with
the basic objectives of policy. As stated, howev-
er, the ranges suggested a clear deceleration of
money and credit growth from the pace of 1979—
a specification that appeared appropriate in
terms of both the near-term and long-term re-
quirements of anti-inflation policy.

As noted in the preceding section, the mone-
tary and credit aggregates grew quite rapidly in
the opening part of the year. Then, as economic
activity began to fall rapidly, the growth of

1. M-1A is currency plus private demand deposits at
commercial banks net of deposits due to foreign commercial
banks and official institutions. M-1B is M-1A plus other
checkable deposits (that is, negotiable order of withdrawal
accounts, accounts subject to automatic transfer service,
credit union share draft balances, and demand deposits at
mutual savings banks). M-2 is M-1B plus savings and smali-
denomination time deposits at all depository institutions,
shares in money market mutual funds, overnight repurchase
agreements (RPs) issued by commercial banks, and overmight
Eurodollar deposits held by U.S. residents at Caribbean
branches of U.S. banks. M-3 is M-2 plus large time deposits
at all depository institutions and term RPs issued by commer-
cial banks and savings and loan associations. Bank credit is
total loans and investments of commercial banks.

money and credit slowed markedly. Indeed, the
narrow monetary aggregates, M-1A and M-1B,
which are measures of the public’s transaction
balances, actually contracted significantly in the
second quarter. This decline, occurring as it did
at the same time that interest rates were falling
sharply, was considerably greater than would
have been expected on the basis of historical
relationships among money, income, and interest
rates. The weakness in the M-1 measures tended
to restrain the growth of the broader monetary
aggregates, Bank credit mcanwhile contracted
slightly.

At midyear, when the FOMC reassessed the
monetary growth ranges for 1980, there were
few, if any, signs of the then-incipient economic
recovery. The monetary aggregates, though
again on the rise, were either below or in the
lower portion of the previously announced
ranges. The Depository Institutions Deregulation
and Monetary Control Act of 1980 had been
signed into law by the end of March, but there
was no clear evidence yet of significant impact
on the behavior of the monetary aggregates. In
these circumstances, the FOMC reaffirmed the
ranges for moncy and bank credit that it had
adopted in February, but it did indicate that, if
the public continued to economize on the use of
cash as strongly as in the second quarter, M-1A
and M-1B might well finish the year near the
lower end of their respective ranges.? Such a
proviso was called for because a sustained down-
ward shift in the demand for money implies that a
given rate of monetary growth is more expan-
sionary in its impact on the economy than would
otherwise be the case.

Over the second half of the year, however, the
monetary aggregates and bank credit grew very
rapidly. There was a surprisingly swift and
strong turnaround in economic activity. And
simultaneously the public’s demand for money
retraced most of the evident downward shift of
the first half. Both of these developments may
have been associated with the phasing out of the
extraordinary credit restraint program at the end

2. Previous episodes had occurred, particularly in the mid-
1970s, of lasting downward shifts in the demand for M-1
balances following rises in interest rates to new record levels.
Such interest rate movements evidently encouraged greater
efforts to economize on holdings of nonearning assets.



of the second quarter. In retrospect, this pro-
gram seems to have played a greater role than
was apparent at midyear in influencing the par-
ticular patterns of spending and financial flows
that developed in the spring and summer.

Although the Federal Reserve resisted the
accelerating growth in money and credit—and
did succeed in bringing about a clear deceleration
in the latter months of the year—the growth of
the monetary aggregates on a fourth-quarter-to-
fourth-quarter basis in 1980 was generally near or
a bit above the upper ends of the ranges an-
nounced by the System. Bank credit growth was
within the range specified by the FOMC.

Considerable care must be exercised in assess-
ing the behavior of M-1A and M-1B. Last Febru-
ary when the ranges for the aggregates were set,
it was assumed that the growth rates of the two
aggregates would differ only by '/, percentage
point based on an expectation that, under pre-
vailing statute, growth in automatic transfer
service (ATS) and negotiable order of withdraw-
al (NOW) accounts would draw few funds from
demand deposits (depressing M-1A) and savings
deposits (boosting M-1B). With the passage of
the Monetary Control Act, however, which au-
thorized NOW accounts on a nationwide basis as
of December 31, 1980, commercial banks began
to promote ATS accounts more vigorously. As a
result, actual growth of ATS and NOW accounts
substantially exceeded the amount allowed for in
the FOMC ranges for M-1A and M-1B.

M-1A increased 5 percent over the year ended
in the fourth quarter of 1980, close to the mid-
point of the FOMC’s range for that aggregate.
Meanwhile, growth in M-1B was 7'/, percent, %/,
of a percentage point above the upper end of its
longer-run range. But if the FOMC’s ranges are
adjusted for current estimates of the actual im-
pact of shifting into ATS and NOW accounts, the
increases in both narrow aggregates are close to
the upper bounds of the FOMC’s ranges for
1980.

Although, conventionally, fourth-quarter aver-
ages have been adopted as the basis for measur-
ing annual growth in the money and credit aggre-
gates, the choice is somewhat arbitrary and is
only one of many possible approaches. More-
over, citing figures for any particular calendar
period does not necessarily give a clear sense of
the longer-term trends, which are more relevant
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in assessing policy. For that reason, table | offers
measurements of annual growth on several
bases. Owing to the particular monthly patterns
over the past two years, the fourth-quarter-to-
fourth-quarter calculations show a lesser tenden-
cy toward deceleration in the growth of M-1A
and M-1B than do other measurements of the
1980 experience.

1. Growth of money and bank credit!

Percentage changes

_ x . Bank
Item M-1A | M-1B | M2 | M3 credit

Fourth quarter to

fourth quarter
17 T 7.4 8.2 84 113 133
7.9 @0
1979 .0 v iinnn 5.0 7.7 9.0 9.8 12.3
6.7 (6.8)
1980......000iiunnn 5.0 7.3 9.8 9.9 7.9
6.3) (6.7)
December 1o
December
978, i 7.1 8.2 83 112 136
78 79
1979 i viiiiiiinannn, 5.2 7.5 89 94 115
6.6) (6.8)
1980, ... 0viviininenen. 4.1 6.5 9.7 10.3 8.9
5.2y 68

Annual average to
annual average

T8 7.7 82 89 117 123
(g.g) 8.0

19790, . 7.8 89 103 134
68 (7.0
1980, .. ccvvvinvennnsne 4.6 6.4 91 86 8.3

5.6 (5.9

1. Numbers in parentheses are adjusted for the cstimated impact of
shifting to ATS and NOW accounts from other assets and should give
a better indication of the underlying trend of monetary expansion.

The effects on M-2 of shifting into ATS and
NOW accounts likely are minor, since nearly all
the inflows to those instruments appear to be
from assets within this broad aggregate. For the
year as a whole, M-2 grew about 9%/, percent, 3/,
of a percentage point above the upper end of the
FOMC’s range. All of the growth in the non-
transaction component of M-2 occurred in those
assets offering market-related yields—primarily
6-month ‘‘money market certificates,”” 2'/5-
year ‘‘small-saver certificates,”” and shares of
money market mutual funds. As of December,
these assets accounted for 45 percent of the
nontransactional component of M-2, compared
with 28 percent a year earlier. In earlier periods
of high interest rates, when such instruments did
not exist, M-2 tended to decelerate markedly as
disintermediation occurred, with savers shifting
funds into market instruments. In 1980, the
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2. Net funds raised and supplied in credit and equity markets

Billions of dollars

1980"
Sector 1978 1979 19807
o | @ [ @ | o
NET FunDs RAISED

Total, all sectors .. voovvvervireonecns iease vaee 482 483 434 497 253 454 534
U.S. BOVEIMMENL « v ovvrseresvnsrnrnnrenns 54 37 79 62 67 89
State and local goverament ,................. 24 16 2] 21 12 24 27
FOreign. ...ovvvviirenecncerennns e ineenes 32 21 30 24 35 27 33
Private domestic nonfinancial ................ 291 321 234 303 119 231 281

BUSINESS . v evcvvreniaririirceririrsaness 128 156 133 163 79 133 15§
Household . ......covivivvneiariianinnenns 163 165 10 140 40 98 126
Domestic financial .............c.00hieiinn 81 88 70 R7 20 n 104
Private intermediaries ,.........ooviniiens 40 36 23 2 - 16 33
Sponsored credit agencies ................. 23 24 24 34 16 12 36
ortgage pool securities .............o.00s 18 28 23 21 20 28 %4
NeT FUNDS SUPPLIED -

Total, Al SECEOTS «ovcueievrarisncrvsnsasssrnsns 482 484 498 253 486 54
U.S. BOVErnment ... ..coovveirvererenanesens 20 23 26 29 30 24 21
State and local government .................. 15 13 20 18 2 36 23
B T 40 -6 22 -8 47 22 27
Private domestic nonfinancial ........ drrrees 51 81 29 74 - ~51 53 39

BUSINESS . o vvevurrararererreisnrierenns -1 10 10 8 -10 22 2
Household..........oocoiiiivinininininn 52 71 1 66 —-41 33 17
Domestic financial ... 356 73 338 - 385 225 319 424
Private intermediaries .................000 305 308 285 31 179 293 353
Commercial banking .......c.cooo00vin, 129 121 104 117 -2 129
Thrift institutions ... c..ocoooviiviiinnn. 76 56 57 35 27 74 94
Insurance and pension funds............. 84 98 103 108 93 86
(00 T PP 16 41 26 60 46 -3
Sponsored credit agencies ................. 26 29 25 40 6 24 2
ortgage pool securities ..............0.0 18 28 23 21 20 28 24
Federal Reserve System................... 7 8 5 9 20 -26 15

1. Seasonally adjusted annual rates.
2. Includes finance companies, money market funds, real estate

growing popularity of these relatively new assets
may well have drawn some funds into M-2 from
market securities such as Treasury bills, causing
M-2 to grow somewhat more rapidly than in the
preceding two years and also faster relative to
M-1B.

M-3 grew almost 10 percent over the four
quarters of 1980, !/, percentage point above the
upper end of its longer-run range. Large-denomi-
nation time deposits expanded moderately at
commercial banks and thrift institutions during
the year; in the case of banks, which issue the
bulk of these instruments, the borrowing was
offset by a reduction of net liabilities to foreign
branches.

Bank credit grew about 8 percent in 1980.
Fluctuations in this measure followed the general
pattern of aggregate credit flows in the economy,
but they were exaggerated by changes in the
composition of business borrowing. During the
first quarter, nonfinancial firms avoided long-
term borrowing at record high interest rates and

investment trusts, open-end investment companies, and security
brokers and dealers.
p. Preliminary.

turned instead to the commercial banks for
funds. In fact, they appear to have borrowed
beyond their immediate needs in anticipation of
greater credit stringency. During the second
quarter, as bond rates dropped sharply and as
banks tightened their lending policies in response
to the special credit restraint program, corpora-
tions issued an unprecedented volume of long-
term securities and repaid outstanding bank
loans. During the summer months as interest
rates began to rise, the pattern of financing began
to reverse again, and in the fourth quarter,
businesses again deferred long-term borrowing
and tapped their banks for credit.

Broader measures of credit flows in the econo-
my also exhibited a considerable cyclical fluctu-
ation in 1980 (table 2). Total funds raised by all
sectors of the economy in credit and equity
markets fell by almost one-half in the second
quarter, then retraced most of that decline in the
third quarter. For the year as a whole, aggregate
funds raised were substantially less than in 1978



and 1979. Commercial banks provided about the
same share of total credit flowing to all sectors as
in 1979, while the share of thrift institutions rosc
somewhat,

Issues in Monetary Control

Monetary growth in 1980 was, on balance, fairly
- close to the ranges specified by the FOMC. And,
more important, the Federal Reserve’s actions
clearly imposed a significant—and essential—
degree of restraint on the aggregate demand for
goods and services in the economy. Nonethe-
less, particularly in view of the magnitude of the
short-run swings in interest rates and financial
flows in the past year, questions have been
raised—inside as well as outside the Federal
Reserve—about the techniques of implementing
monetary policy and, especially, about the effi-
cacy of the new operating procedures adopted in
October 1979. These questions have been ad-
dressed in an intensive study of the recent peri-
od. A staff memorandum presenting an overview
of the findings of that study and an evaluation of
the new operating procedures is appended to this
report.’

3. The charts, appendixes, including ‘‘Staff Study of the
New Monetary Control Procedure: Overview of Findings and
Evaluation,’” by Stephen H. Axilrod, and staff papers for this
report are available on request from Publications Services,
Board of Governors of the Federal Reserve System, Wash-
ington, D.C. 20551.

The monetary control project staff papers are as follows:
Richard Davis, ‘“Monetary Aggregates and the Use of ‘Inter-
mediate Targets’ in Monetary Policy;’’ Jared Enzler, ‘‘Eco-
nomic Disturbances and Monetary Policy Responses;’’ Jared
Enzler and Lewis Johnson, ‘‘Cycles Resulting from Money
Stock Targeting;’’ Margaret Greene, ‘‘The New Approach to
Monetary Policy—A View From the Foreign Exchange Trad-
ing Desk;” Dana Johnson and others, ‘‘Interest Rate Vari-
ability Under the New Operating Procedures and the Initial
Response in Financial Markets;"” Peter Keir, ‘“‘Impact of
Discount Policy Procedures on the Effectiveness of Reserve
Targeting;’’ Fred Levin and Paul Meek, ‘‘Implementing the
New Procedures: The View From the Trading Desk;"” David
Lindsey and others, ‘‘Monetary Control Experience Under
the New Operating Procedures;” David Pierce, *“Trend and
Noise in the Monetary Aggregates;”’ Lawrence Slifman and
Edward McKelvey, “‘The New Operating Procedures and
Economic Activity since October 1979;” Peter Tinsley and
others, “Money Market Impacts of Alternative Operating
Procedures;’” and Edwin M. Truman and others, ‘‘The New
Federal Reserve Operating Procedures: An External Per-
spective.”’
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As a prelude to discussing the key points
raised by the staff work, it is useful to describe in
broad outline the general approach of the Federal
Reserve to monetary policy. For a number of
years, monetary aggregates have played a key
role as intermediate targets for policy, that is, as
variables standing midway in an economic chain
linking the proximate instruments of the Federal
Reserve—open market operations, the discount
window, and reserve requirements—to the varia-
bles of ultimate concern, such as production,
employment, and prices. Economists have de-
bated extensively the question of the optimal
intermediate target variable, with the controver-
sy centering on the virtues of monetary aggre-
gates versus interest rates, The System histori-
cally has, in effect, taken an eclectic view,
believing that it would be remiss in ignoring the
information provided by the movements of any
financial or economic variable. However, it has
perceived a clear value in focusing special atten-
tion on the behavior of the money stock, espe-
cially in an environment in which inflation is
such a prominent concern. A special role for the
monetary aggregates is, furthermore, dictated by
the requirement of the Humphrey-Hawkins act
that the Federal Reserve report to the Congress
on its objectives for monetary expansion.

Analysts of all schools agree that, over the
long run, inflation cannot persist without mone-
tary accommodation. Thus, careful attention to
the trend of monetary expansion is an absolutely
essential feature of responsible monetary policy.
In addition, however, in a shorter-run context,
monetary aggregates are attractive as intermedi-
ate targets because they provide a mechanism of
“‘automatic stabilization.”” When the economy
begins to expand too rapidly, the associated
increase in the quantity of money demanded for
transaction purposes comes into conflict with the
monetary target, and this results in a rise in
market rates of interest; the rise in interest rates,
in turn, damps the aggregate demand for goods
and services. Similarly, if there is a recessionary
impuise to the economy, the associated reduc-
tion in the demand for cash balances leads to an
easing of credit conditions that moderates the
impact of that impulse. Pursuit of an interest rate
target carries with it a greater danger that an
unanticipated impulse to the economy will tend
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to be fully accommodated, with greater inflation-
ary or recessionary consequence.

Open market operations are the major tool of
monetary control. Before October 1979, the ba-
sic approach employed by the System was to
supply or absorb reserves through open market
operations with an eye to holding short-term
interest rates—most immediately, the federal
funds rate—within a relatively narrow but chang-
ing band thought consistent with the desired
growth of the money stock. This method placed
considerable importance on the System’s ability
to predict the quantity of money the public would
wish to hold at given interest rates. This never
was an easy matter, but in 1979, as the advance
of prices accelerated and inflationary expecta-
tions became a more significant and volatile
factor affecting economic and financial behavior,
predicting the public’s desired money holdings at
given levels of nominal interest rates became
exceedingly difficult. As a consequence, in Octo-
ber the FOMC altered its technique of monetary
control, substituting the volume of bank reserves
for interest rates as the day-to-day guide in
conducting open market operations.

Under the approach adopted in October 1979,
the FOMC sets short-run targets for monetary
expansion, as it did previously, to guide oper-
ations between meetings. The staff then calcu-
lates corresponding paths for various reserve
aggregates. A path for total reserves is calculated
based on the expected relationship between re-
serves and the money stock—the so-called re-
serves—money multiplier. This relationship is
variable and not known with certainty because of
the differences in reserve requirements on var-
ious components of the monetary aggregates,
which shift in relative importance from week to
week; moreover, in addition to required re-
serves, depository iastitutions also hold a vary-
ing amount of excess reserves. A path for non-
borrowed reserves then is calculated by making
an allowance for the portion of total reserves
expected to be provided through borrowings at
the Federal Reserve Bank discount windows.

Between meetings of the FOMC, the Open
Market Desk focuses on achieving a given level
of nonborrowed reserves, the reserve measure
that is controllable through open market oper-
ations on a day-to-day basis. If the monetary

aggregates deviate from their prescribed growth
rates, the resultant movement in required re-
serves is reflected in an increase or decrease in
borrowing at the discount window. Owing to
administrative limitations imposed by the Feder-
al Reserve on the frequency, amount, and pur-
poses of borrowing, an increase in borrowing
puts upward pressure on the federal funds rate as
individual depository institutions bid more ag-
gressively in the market for the available supply
of nonborrowed reserves in an effort to shift the
need to borrow to other institutions. A decline in
borrowing has the opposite effect. The resultant
movements in short-term interest rates induce
portfolio adjustments by depository institutions
and the public that tend to move the money stock
back toward the targeted level. If it appears that
these automatic effects arc not going to be
prompt enough or strong enough—as evidenced
in part by sustained deviations in total reserves
from their path—the System can reinforce them
by making adjustments in the path for nonbor-
rowed reserves that increase the upward or
downward pressures on money market interest
rates. Similar effects can be achieved through
changes in the discount rate, given the nonbor-
rowed reserves path,

The workings of this mechanism of monetary
control are illustrated clearly by the movements
in reserves and interest rates during 1980. During
the early part of the year, when the money stock
was running above the FOMC'’s short-run target,
the volume of adjustment credit provided by the
discount window increased substantially while
the amount of nonborrowed reserves provided
through open market operations declined, partly
as a consequence of reductions in the nonbor-
rowed reserves path to hold down total reserves
and restrain the growth of money over time.
During this period the federal funds rate rose
sharply. Restraint was intensified by increases in
the basic discount rate and the introduction in
mid-March of a surcharge on frequent borrowing
by large banks.

As the monetary aggregates weakened in the
spring, the pattern of the first quarter was re-
versed. The System countered the weakness of
the aggregates by maintaining the supply of total
reserves; this required substantial injections of
nonborrowed reserves to offset the impact of the



repayment of discount window borrowings. The
federal funds rate fell sharply.

The sharp plunge in interest rates, even though
it occurred against a backdrop of marked mone-
tary weakness and steep recession, did arouse
concerns in some circles about the System’s
commitment to anti-inflationary restraint. This
nervousness was evident not only in domestic
financial markets but in foreign exchange mar-
kets too. By and large, the foreign cxchange
value of the dollar had fluctuated in a way that
represented a fairly direct response to the pro-
nounced relative movement of interest rates on
assets denominated in dollars or foreign curren-
cies. But as U.S. interest rates reached compara-
tively low levels, there was a sense of a growing
risk that downward pressures on the dollar might
cumulate.

In a way, the Federal Reserve was caught in an
expectational crossfire. On the one side, those
who concentrate on the money stock in assessing
policy feared that the System was being too
restrictive because the various measures of mon-
ey were slowing sharply or contracting; on the
other, some of those in the financial markets and
elsewhere who view interest rates as the indica-
tor of policy feared that the System was being
inflationary because rates were falling sharply.
The FOMC, in weighing the risks, decided to
exercise some caution in the latter part of the
spring by setting its short-run monetary growth
targets with a view to a gradual rather than an
immediate return to the longer-range path for the
year.

The picture soon changed dramatically, how-
ever, for by midsummer the monetary aggre-
gates—buoyed by the surprisingly strong turn-
around in economic activity—were rising
rapidly. And as required reserves began to ex-
ceed nonborrowed reserves, borrowing and in-
terest rates climbed. As in the first quarter,
pressures on money market interest rates were
reinforced by reductions in the path for nonbor-
rowed reserves and by increases in the discount
rate and imposition of surcharges on frequent
borrowing. Borrowing and the federal funds rate
continued to rise until mid-December when a
drop in the money stock relieved some of the
pressure on reserve positions.

The staff study has examined the experience of
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1980 in considerable detail in an effort to assess
the causes of the extreme variability of money
and interest rates in 1980 and the efficacy of the
new reserves-oriented operating procedure in
achieving the objectives of policy. Certain key
conclusions of the study may be highlighted.

1. The year 1980 was one of extraordinary
variability in money and nominal interest rates,
In the case of money, however, it is important to
note that comparisons with past years are com-
plicated by the fact that monetary data for those
periods have been considerably smoothed as
additional information has been obtained on
changes in seasonal patterns. If the 1980 figures
are compared with the initial figures for earlier
years, the difference in monetary variability is
substantially reduced. Still, after making such
allowances, it appears that money has been
somewhat more variable over the past year,
especially on a monthly or quarterly basis—
though, as far as can be judged from available
data, remaining within the range of foreign expe-
rience with money-stock variability.

2. Much of the variability—certainly the
broad swings—in money and interest rates since
October 1979 was attributablec to an unusual
combination of economic circumstances and not
to the new operating procedures per sc. The
“‘real”” and financial sectors of the economy
were subjected to unusual disturbances in 1980.
The imposition and subsequent removal of credit
controls, especially, appear to have had a major
impact on the demands for money and credit and
to have strongly affected the behavior of money
and interest rates in the second and third quar-
ters.

3. Simulation exercises utilizing several mod-
els of the money market provided no clear evi-
dence that, under present institutional arrange-
ments, alternative operating techniques—using,
for example, total reserves or the monetary base
instead of nonborrowed reserves as an operating
target—would improve short-run monetary con-
trol.

4. Clearly, efforts to limit severely deviations
in money from its longer-run growth path would
require acceptance of much more variable short-
term interest rates.

5. Short-run variability in the monetary aggre-
gates does not appear to involve significant im-
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pacts on the behavior of the economy. Weekly
and monthly changes in the monetary aggregates
are inherently quite ‘‘noisy.” Moreover, avail-
able models suggest that, because of the relative-
ly long response lags involved, sizable quarterly
(or even semiannual) fluctuations in monetary
growth—if offsetting—do not leave an apprecia-
ble imprint on movements in output and prices.

6. The federal funds rate has been more vari-
able since October 1979, as would be expected
with use of a reserves operating target, but in
addition very short-run fluctuations in other mar-
ket rates—both short- and long-term—also have
been larger in magnitude than formerly. These
rates of interest have exhibited higher correla-
tions than previously with movements in the
federal funds rate. The reasons for this closer
correlation between the federal funds and other
rates in the very short run are not entirely clear,
and it is not certain that such a pattern will
prevail in the future. But, in any event, there are
few signs that the resulting variability has im-
posed appreciable costs in terms of reduced
efficiency of financial markets or of increased
costs of capital in the period analyzed by the
study. Considerable difficulties arise in separat-
ing the effects of the new operating technique
from those of other factors. However, it does
appear that much of the strain on financial insti-
tutions and many of the changes in financial
practices observed in the past year were related
to the broad cyclical pressures on interest rates
during the year, caused by accelerated inflation
and heightened inflationary expectations, and to
the changes in credit demands associated with
the behavior of economic activity.

The FOMC has reviewed the staff’s work.
Fundamentally, the research suggests that the
basic operating procedure represents a sound
approach to attaining the longer-run objectives
set for the monetary aggregates. However, the
FOMC and the Board of Governors will be
considering the practicability of modifications
that might reduce slippages between reserves
and money, without unduly increasing the risk of
an unnecessarily heightened variability of inter-
est rates. These modifications include the possi-
bility of prompter adjustment of nonborrowed
reserve paths or of the discount rate at times
when, in association with undesired movements

in money, the levels of borrowing and, conse-
quently, of total reserves are running persistently
stronger or weaker than projected. In addition,
the Board has already indicated its inclination to
switch from the present system of lagged reserve
accounting to a system in which required re-
serves are posted essentially at the same time as
deposits; it is continuing to study the practical
merits of such a system to ensure that the
operating problems created for depository insti-
tutions and the Federal Reserve and the poten-
tially increased volatility of the federal funds rate
would not outweigh the possible benefits in
terms of tighter short-run monetary control.

The FOMC has continued to set broad ranges
of tolerance for money market interest rates—
generally specified in terms of the federal funds
rate. These ranges, however, should not be
viewed as rigid constraints on the Open Market
Desk in its pursuit of reserve paths set to achieve
targeted rates of monetary growth. They have
not, in practice, served as true constraints in the
period since October 1979, as the FOMC typical-
ly has altered the ranges when they have become
binding. But, in a world of uncertainty about
economic and financial relationships, the ranges
for interest rates have served as a useful trigger-
ing mechanism for discussion of the implications
of current developments for policy.

The reserves operating procedure—or any
modification of it—needs to be viewed in the
context of a number of practical considerations
that affect the basic targets for the monetary
aggregates and the process of attaining them.
First, targets need to recognize the lags in the
adjustment of wages and prices that may limit the
speed with which noninflationary rates of mone-
tary expansion can be attained without unduly
restraining economic activity. Second, the po-
tential for costly disturbances in domestic finan-
cial or foreign exchange markets may occasional-
ly require short-run departures from longer-run
monetary targets. Third, precise month-by-
month control of money is not possible, nor is it
necessary in terms of achieving desirable eco-
nomic performance. Finally, uncertainties about
the relationship between money and economic
performance suggest the desirability of a degree
of flexibility in the targets—including the use of
ranges for more than one measure of money—



and the potential need to alter previously estab-
lished targets.

MONETARY POLICY AND 111l PROSPECTS
FOR THE ECONOMY IN 198

The Federal Reserve's Objectives
for the Growtl of Money and Credit

In its midyear report last July, the Federal Re-
serve indicated to the Congress that its policy in
1981 would be designed to maintain restraint on
the expansion of money and credit. Nothing has
occurred in the intervening months to suggest the
desirability of a change in that basic direction.
Events have only served to underscore the im-
portance of such a policy—and of complemen-
tary restraint in the fiscal dimension of federal
policy as well.

Few would question today the virulence of the
inflation that is afflicting the economy or the
urgency of mounting an effective attack on the
forces that are sustaining inflation. The rapid rise
of prices is the single greatest barrier to the
achievement of balanced economic growth, high
employment, domestic and international finan-
cial stability, and sustained prosperity. The
experience of the past year—the stresses and
dislocations that have occurred—attests to the
difficulty of dealing with inflationary trends that
have been many years in the making, but it does
not indicate that there is any less need to do so.
Indeed, the need has become more urgent, for as
price increases continue, the public’s expecta-
tions of inflation become more and more firmly
embedded, and those expectations in turn con-
tribute to the stubborn upward momentum of
wages and prices.

Persistent monetary discipline is a necessary
ingredient in any effort to restore stability in the
general price level. To be sure, other areas of
policy are also important, but it is essential that
monetary policy exert continuing resistance to
inflationary forces. The growth of money and
credit will have to be slowed to a rate consistent
with the long-range growth of the nation’s capac-
ity to produce at reasonably stable prices. Realis-
tically, given the structure of the economy, with
the rigidities of contractual relationships and the
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natural lags in the adjustment process, that rate
will have to be approached over a period of years
if severe contractionary pressures on output and
employment are to be avoided.

The ranges of monetary cxpansion specified
this month by the FOMC for the year ending in
the fourth quarter of 1981 reflect these consider-
ations. They imply a significant deceleration of
growth in the monetary aggregates from the rates
observed in 1980 and other recent years. The
ranges are as follows: for M-1A, 3 to 5%, percent;
for M-1B, 3'% to 6 percent; for M-2, 6 to 9
percent; and for M-3, 6% to 9% percent. It
should be emphasized that, owing to the intro-
duction of NOW accounts on a nationwide basis
at the end of 1980, the monetary ranges have
been specified on a basis that abstracts from the
impact of the shifting of funds into interest-
bearing checkable deposits; only by adjusting for
the distorting effects of such shifts can one obtain
a meaningful measure of monetary growth. The
FOMC also adopted a corresponding range of 6
to 9 percent for commercial bank credit.

The ranges for M-1A and M-1B are ' percent-
age point less than those the Federal Reserve
sought in 1980. Since realized growth last year,
after adjustment for the impact of shifting into
interest-bearing checkable deposits, was close to
the upper ends of the stated ranges for the
period, thc new ranges are consistent with a
deceleration of considerably morc than % per-
centage point.

The actual observed changes in M-1A and
M-1B will differ by a wide margin; in fact, it is
quite possible that, because of the movement of
funds from demand deposits to NOW accounts,
M-1A could contract this year, while M-1B could
grow more rapidly in reflection of funds moving
into NOW accounts from savings deposits and
other assets. It must be stressed that valid com-
parison of actual ycar-to-year growth has to
allow for this institutional change.

The behavior of M-1A and M-1B thus far this
year has reflected this pattern, but in an exagger-
ated degree because of the large initial transfer of
funds to NOW accounts. The next section dis-
cusses in some detaijl the distortions caused by
shifting to NOW accounts and the expected
behavior of M-1A and M-1B. As the discussion
indicates, any estimates of the extent and charac-
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ter of the prospective shift into NOW accounts
must be tentative. The Federal Reserve will be
monitoring the shifting into interest-bearing
checkable deposits as the year progresses and
will be assessing its impact on the expansion of
the monetary aggregates. From time to time, the
System will report its estimates of the adjusted
growth of M-1A and M-1B so that the public and
the Congress can better assess the consistency of
monetary expansion with the FOMC’s stated
objectives.

The 1981 range for M-2 is the same as that in
1980; however, the upper end of the range is
roughly %, percentage point less than the actual
growth recorded in 1980. A reduction in the
range does not appear appropriate at this time in
light of what is known about the relationships
among the various monetary measures, as affect-
ed by public preferences for various types of
assets and by expected economic and institution-
al circumstances. In fact, there is a distinct
likelihood that, consistent with the planned de-
cline in the growth of the narrower aggregates,
growth in M-2 in 1981 will be in the upper half of
its 6 to 9 percent range. With the changes in
regulatory ceilings that have made small-denomi-
nation time deposits more attractive in compari-
son to market instruments and with the growing
popularity of money market mutual funds, the
nontransactional component of M-2 is likely to
continue growing quite briskly. Moreover, if the
tax cuts proposed by the President result in a
marked increase in the proportion of income
saved, this saving may contribute to relatively
robust growth in M-2, which has, in any event,
tended in recent years to approximate the in-
crease in nominal GNP.

The range for M-3 in 1981 is the same as that
for 1980, but again is below the actual growth
experienced last year. The deceleration would
reflect the slower expansion specified for M-2,
which accounts for more than three-quarters of
the broader aggregate. Large-denomination time
deposits at commercial banks—the other major
component of M-3—Ilikely will expand moderate-
ly again this year, but much will depend on the
patterns of credit flows that emerge. The growth
of bank credit is now expected to be about the
same as in 1980. Household borrowing at banks
could increase, especially in the consumer in-
stallment area, where use of credit was severely

damped for a time last year by credit controls.
However, nonfinancial firms likely will wish to
rely less heavily on bank borrowing than they did
in 1980, in light of the deterioration of balance-
sheet liquidity that they have already exper-
ienced. Indeed, should credit market conditions
be such as to encourage a substantial funding of
short-term debt by corporations, commercial
banks might play a lesser role in the overall
supply of credit and M-3 could be damped by
reduced bank reliance on large time deposits. On
the other hand, if conditions in the bond markets
are not conducive to long-term financing, then
bank credit and M-3 could be relatively strong.

Impact of Nationwide NOW Accounts
on Monetary Growth in 1981

As noted in the preceding section, the behavior
of M-1A and M-1B will be greatly affected this
year by the advent, under the Monetary Control
Act of 1980, of nationwide availability of NOW
accounts and other interest-bearing checkable
deposits. The phenomenon is qualitatively simi-
lar to what occurred in 1980 when growth in
M-1A was depressed and growth in M-1B en-
hanced by the shifting of funds into ATS ac-
counts—but the distortions in 1981 will be quan-
titatively much greater.

With the introduction of a new financial instru-
ment like the NOW account, a broad adjustment
of the public’s asset portfolios may occur. Under
the present circumstances, however, it seems
reasonable as a practical matter to expect that
the major impact will be a shifting of funds into
the new accounts from existing nonearning de-
mand deposits and from the interest-earning as-
sets included in M-2 (especially highly liquid,
relatively low-yielding savings deposits). The
analysis of experience in past years with NOW
accounts in the northeastern part of the country
and with ATS accounts throughout the nation
indicates that flows from demand and savings
deposits have accounted for the great bulk of the
growth of interest-bearing accounts. Further-
more, various surveys and other analyses have
indicated that in the past roughly two-thirds of
the funds flowing into ATS and NOW accounts
have come from demand deposits and roughly
one-third from savings deposits.



During January, a somewhat larger share of
the funds flowing into interest-bearing checking
deposits appears to have come from demand
deposits—perhaps about 75 to 80 percent, with
only about 20 to 25 percent coming from savings
deposits (or, to a very limited extent, other
sources). This change from past patierns appears
to reflect a relatively fast adjustment on the part
of holders of large-denomination demand deposit
balances at commercial banks. The sources of
subsequent growth in interest-bearing checkable
deposits are expected to be more along the lincs
of the past two-thirds—one-third break.

Depository institutions have marketed the new
accounts very aggressively, many of them lining
up a sizable number of customers before the end
of 1980. Since December 30, the net growth of
interest-bearing checkable deposits already has
totaled more than $22 billion. Obviously it is
extremely difficult to forecast the further growth
of interest-bearing checkable deposits over the
remainder of the year. A working assumption
would be that the net increase in such deposits
this year will amount to somewhere between $35
billion to $45 billion, which would mean that half,
or a little more than half, of the funds alrecady
have been shifted. If the shares of funds coming
from demand and savings deposits move prompt-
ly to a two-thirds—-one-third proportion, the re-
sult will be a depressing effect on M-1A growth
of 7 to 8 percentage points and an increase of 2 to
3 percentage points in M-1B growth. Taking the
midpoints of these estimates and applying them
to the basic ranges specified by the FOMC for
monetary growth this year, the observed change
in M-1A from the fourth quarter of 1980 to the
fourth quarter of 1981 would be —4'% to —2
percent and that in M-1B would be 6 to 8%
percent.

As already indicated, the growth of interest-
bearing checkable deposits in January was ex-
traordinarily rapid and resulted in an extreme
divergence of M-1A and M-1B movements. Ob-
served M-1A contracted at a 37" percent annual
rate in January, while M-1B increased at a 12'
percent annual rate. On the assumption that
three-quarters to four-fifths of the funds flowing
into interest-bearing checkable deposits came
from demand deposits, both M-1A and M-1B, on
an adjusted basis, showed only small growth in
the early weeks of this year.
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Ouilook for the Liconomy

The economy entered 1981 on an upward trajec-
tory, extending the recovery in activity from last
year’s brief but sharp recession, January saw
further large gains in retail sales, employment,
and industrial production. On the whole, the
demand for goods and services has continued to
prove more buoyant than most analysts had
expected. Unfortunately, at the same time infla-
tion has not abated.

The persistence of intensc inflationary pres-
sures jeopardizes the continuity of cconomic
expansion over the remainder of the year. More-
over, unless the rise of prices slows, there can be
little hope of an appreciable, sustained easing of
interest rates or of a substantial improvement in
the balance sheets of the many units of the
economy that already have experienced a dete-
rioration in their financial condition.

The near-term prospects for prices are not
favorable. In the months immediately ahead, the
major price indexes will reflect the effect of poor
agricultural supply conditions on food prices and
the impact of higher OPEC charges and domestic
decontrol on energy prices. Increascs in the
consumer price index, furthermore, will reflect—
in a way that exaggerates the true change in the
average cost of living—the rise in mortgage inter-
est rates that occurred in the latter part of 1980).

Aside from these special factors, the basic
trend of prices is linked closely to the behavior of
unit labor costs, which constitute the largest
clement in costs of production. As noted earlier,
poor productivity performance has contributed
to rising costs. It is also quite clear that wage
demands have been sizable. Despite the accel-
eration in wage increases that has occurred, the
wages of many workers have failed to keep pace
with the upward movement of prices in the past
few years. This development was virtually inevi-
table in light of the decline in productivity and
the adverse terms-of-trade effects of the tremen-
dous increase in foreign oil prices. So long as
those conditions continue, the average worker
cannot anticipate a rising standard of living, and
attempts to ‘‘make up’’ losses in real income will
be reflected in strong cost and price pressures.

The condition of labor markets is, of course, a
factor affecting wage decisions. Despite the fact
that the overall unemployment rate stands at 7%
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percent, scarcities of skilled workers have oc-
curred in some sectors of the economy. But,
even when slack in labor demand does exist, its
impact on wages is rather slow in emerging;
wages appear to have a strong momentum rooted
in inflationary expectations, which are based to a
great extent on past experience as well as on
attempts to maintain real income. Workers’ wage
demands are influenced by expectations about
prices, as well as by patterns established in
previous wage bargaining. Meanwhile, employ-
ers condition their wage offers in good measure
by their own sense of the prospects for inflation
and of whether they will be able to pass along
higher compensation costs by increasing prices.

This momentum must be turned in a favorable
direction. To do so will require a commitment to
monetary and fiscal restraint that is firm and
credible, and a direction of other governmental
policies toward fighting inflation. Labor and
management must be persuaded that the infla-
tionary process will not be accommodated—that
wage and price decisions based on an anticipa-
tion of rapid inflation will prove inimical to their
ability to maintain employment and sales vol-
ume. Put more positively, they have to be con-
vinced that moderation in their individual wage
and price actions will not put them at a relative
disadvantage and will in fact produce a better
economic environment for everyone.

Such an alteration of the expectational climate
will not be easy to achieve. But it is important to
do so. For, to the extent that those attitudes can
be changed, the short-run costs of restraint on
aggregate demand, in the form of economic
slack, will be ameliorated. Conversely, prolonga-
tion of high wage and price demands would come
into conflict with needed monetary and fiscal
restraint, aggravating economic difficulties. In
any event, once expectations are turned, further
progress toward price stability should come
more easily so long as excessive pressures on
productive capacity are avoided.

The policy of monetary restraint adopted by
the Federal Reserve is intended to contribute to
the process of breaking the momentum of infla-
tion. Fiscal policy also has a crucial role to play.

3. Economic projections for 1981

Cuts in federal taxes potentially can help to
invigorate private capital formation and thereby
enhance productivity, reduce costs, and pave the
way for faster economic growth. But it is impor-
tant that government spending be held firmly in
check at the same time so that aggregate demand
does not become excessive and so that the
pressures of government demands on the credit
markets do not impede the financing of private
investment,

The members of the FOMC, in assessing the
economic outlook, have recognized the possibil-
ity of some reduction this year in business and
personal income taxes and some initial steps in
the longer-range effort toward slowing the
growth of federal expenditures. Given these
working assumptions, the individual members of
the FOMC have formulated projections for eco-
nomic performance in the current year that gen-
erally fall within the ranges indicated in table 3.
As may be seen, the FOMC members’ projec-
tions for output and inflation encompass those
that underlie the administration’s recent budget
proposal.

The members of the FOMC see inflation as
remaining rapid in 1981, although not so rapid
throughout the year as seems likely to be the
case early in the period. The failure of inflation to
slow more quickly and the large budgetary defi-
cits in prospect for the year are seen as resulting
in continued strong demands for money and
credit and in the maintenance of relatively high
interest rates. Against this backdrop, economic
activity is likely to show only intermittent
strength, and unemployment probably will rise
between now and the end of the year. |
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Treasury and Federal Reserve
Foreign Exchange Operations

This 38th joint report reflects the Treasury—Fed-
eral Reserve policy of making availuble addition-
al information on foreign exchange operations

Sfrom time to time. The Federal Reserve Bank of

New York acts as agent for both the Treasury
and the Federal Open Market Committee of the
Federal Reserve System in the conduct of foreign
exchange operations.

This report was prepared by Scott E. Pardee,
Manager of Foreign Operations of the System
Open Market Account and Senior Vice President
in the Foreign Function of the Federal Reserve
Bank of New York. It covers the period August
1980 through January 1981. Previous reports
have been published in the March und Septem-
ber BULLETINS of each year beginning with
September 1962.

During the six-month period under review, the
U.S. dollar came into heavy demand in the
exchange markets and advanced sharply against
many major currencies.

The dollar’s underlying strength reflected the
relatively favorable current-account position of
the United States. The current account had
swung from substantial deficit in the first half of
1980 to surplus in the second half of the ycar. By
contrast, many other major industrial countries
continued to record massive current-account
deficits, swollen by the increase ia their oil
import bills following the runup of intcrnational
oil prices in 1979-80.

In addition, the dollar proved increasingly
attractive as an investment medium. As the U.S.
economy snapped back from the sharp recession
of early 1980, the demand for money and credit
in the United States also rebounded strongly.
With the Federal Reserve continuing to adhere to
its approach—adopted in October 1979—of plac-
ing primary emphasis on bank reserves rather
than on interest rates to control the growth of the
money and credit aggregates, interest rates in the

United States were bid up once again to new
peak levels. Mcanwhile, the economies of most
other major countries werc showing slower
growth than before or even moving into reces-
sion, with marked increases in unemployment.
This development generated strong pressures on
the authorities to ease up on policies, including
monetary policies, even as inflation rates and, in
most cases, current-account deficits still showed
little sign of improving. The authoritics were
reluctant to have their interest rates risc in pace
with those in the United States. Consequently,
as interest differentials opened up in favor of the
dollar, increasing volumes of funds moved into
dollar-denominated assets.

Through late 1980, the selling pressures were
mainly on Western European currencies, in par-
ticular the German mark. In Europe, current-
account deficits continued to be large and inter-

1. Federal Reserve
reciprocal currency arrangements

Millions of dollars

Amount of facility

Jan. 1, 1980 | Jan. 31, 1981

Institution

Austrian National Bank .... . . 250 250
National Bank of Belgium ........ 1,000 1,000
Bank of Canada ................. 2,000 2,000
National Bank of Denmark ........ 250 250
Bank of England ....... RN 3,000 3,000
Bank of France ................. 2,000 2,000
German Federal Bank .......... 6,000 6,000
Bank of Italy B 3,000 3,000
Bank of Japan ................... 5,000 5,000
Bank of Mexico R 700 700
Netherlands Bank ................ 500 500
Bank of Notway ..... .... .... 250 250
Bank of Sweden ................. 300 500"
Swiss National Bank ............. 4,000 4,000
Bank for International Settlements
Swiss francs/dollars ............ 600 600
Other authorized European
currencies/dollars .......... 1,250 1,250
Total ...vvvviiiiiiiiiiiiniinnie 30,100 30,300

1. Increased by $200 mullion effective May 23, 1980.
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2. Drawings and repayments under reciprocal currency arrangements, August I, 1980-January 31, 1981!

Millions of dollars equivalent; drawings, or repayments (-)

Activity by the Federal Reserve System

Commitments, 1980 January | Commitments,
Transactions with Jan. 1, 1980 1981 | fan. 31, 1981
Ql l Q2 [ Q3 ' Q4
Bank of France?............ 0 0 100.2 { e - 110.5 0 0
German Federal Bank? . ... . 3,150.4 e e s ~260.3 0 0
Swiss National Bank .. ...... 0 { 22%; 0 ;111122} 0 0 0
338.7 1,096.2 337.5
Total ...............coitt 3,150.4 ~35119 1324 9421 -370.8 4] 0
7 S - o Activity by the Blé and}orcign cén?ral l:;ani(s 7
R 1980 .
< Outstanding, January | Outstanding,
Bank drawing on System T an. 1. 1980 — 1981 Jan. 31. 1981
Jan. 1, QI ® L 3 ] o4 an, 31,
Bank of Sweden............ 0 0 0 0 0 200.0 200.0
Bank for International
Settlements (against
German marks)’ . ....... 0 l‘;g](()) B ]Zg(()) 0 0 0 0
Total ... v i 0 1929 e 0 0 200.0 200.0

1. Because of rounding, figures may not add to totals. Data are on a
value-date basis.
2. Data on repayments of swap commitments with the Bank of

est rates, while high relative to inflation rates,
were generally below those in the United States.
The pound sterling was an exception; the United
Kingdom moved into a strong current-account
position and maintained high interest rates that
proved attractive to investment flows. The Japa-
nese yen advanced sharply, on a substantial
improvement in Japan’s current-account position
and on heavy demands for yen-denominated
assets.

In early 1981 the dollar’s advance became
more generalized, even though U.S. interest
rates had edged off from their peaks. The release
of the U.S. hostages by Iran lifted one element of
uncertainty for the dollar, while the unfreezing of
apart of Iran’s assets took place without disrupt-
ing the exchanges. Moreover, the market reacted
positively to the sense of determination shown
by the Reagan administration to deal with infla-
tion and to revitalize the U.S. economy. By late
January, market sentiment became extremely
bullish toward the dollar. At the same time,
market participants were inclined to interpret
developments affecting other major currencies in
a pessimistic light. In this atmosphere, markets
became increasingly one way, with the dollar
rising virtually every day.

France and the German Federal Bank include revaluation adjustments
of $34.3 mullion for swap renewals during 1980.

3. BIS drawings and repayments of dollars against European cur-
rencies other than Swiss francs to meet temporary cash requirements.

Over the six-month period ending January 31,
the dollar had risen 19 percent against the Ger-
man mark and 16 to 20 percent against other
currencies within the joint float of the European
Monetary System (EMS). Sterling, which had
risen 52 percent, had dropped back for a net gain
of 1%2 percent on balance. The yen also eased
back from its highs but still rose 10 percent for
the six-month period. The Canadian dollar,
which had dropped to a 40-year low in Decem-
ber, was steadier after the year-end on signs of
an improvement in Canada’s external position
and on the sharp rise in interest rates that had
occurred in December.

In foreign currency operations, U.S. authori-
ties were active throughout the period, mainly as
buyers of currencies. As the dollar firmed against
the German mark in August, the Federal Reserve
and the Treasury began to acquire, in the market
and through correspondents, the currencies
needed by the System to repay swap debt and by
the Treasury to cover its short position under its
medium-term mark obligations. These oper-
ations continued in substantial volume through
the fall.

By the end of October, the System had repaid
in full the remaining $879.7 million equivalent of



3. U.S. Treasury securities,
foreign currency denominated!

Millions of dollars equivalent; issues, or redemptions (--)

Commt- 1980 Commut-
Issues ments ments
Jan. 1, Jun, | Jan. 31,
1980 QU Q2 Q31Q4]40981| " 1981

Public series
Germany ........ 4,065.7 1L,LI8.O 0 0 0 0 572336
Swatzerland . ... .. 1,203.0 0 0 0 0 0 1,203 0
Total ............ 5,268.6 1,180 0 O 6 6 6,436.6

1. Data are on a value-date basis. Because of rounding, figures may
not add to totals.

swap debt to the German Federal Bank and
$166.3 million of swap drawings on the Bank of
France outstanding as of July 31, 1980. By early
December the Treasury had acquired sufficient
marks to cover its medium-term notes in that
currency. Thereafter, with the dollar still in
strong demand, the U.S. authorities continued
on balance to acquire currencies. Operations
were conducted on days in which the exchange
rates were particularly volatile, and on some
occasions the Trading Desk placed simultaneous
bid-and-asked prices to settle the market. Never-
theless, with the one-way movement into dollars
that developed, by late January the U.S. authori-
ties were again purchasing marks virtually every
day.

To summarize, over the six months, the U.S.
authorities operated in German marks, French
francs, Swiss francs, and Japanese yen. In
marks, the Federal Reserve and Treasury pur-
chased a total of $7,569.5 million equivalent in
the market and from correspondents and sold
$368.2 million in the market. In French francs,
the Federal Reserve purchased $158.6 million in
the market and from correspondents to repay the
swap debt. In Swiss francs, the Federal Reserve
and the Treasury bought $192.2 million equiv-
alent, which was added to balances. In yen, the
Federal Reserve sold $50.0 million equivalent as
part of a coordinated intervention operation ear-
ly in January. Finally, in January the central
bank of Sweden drew $200 million under its swap
line with the Federal Reserve. U.S. foreign cur-
rency reserves stood at $10.7 billion at the end of
January, up from $5.4 billion at the end of July.

From August through January, the Federal
Reserve realized profits of $18.6 million on its
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foreign exchange operations. The U.S. Trea-
sury’s Exchange Stabilization Fund realized
losses of $3.7 million on its operations in the
market. Also, the Treasury’s general account
incurred losses of $170.2 million, reflecting annu-
al renewals at current market rates of the agree-
ment to warehouse with the Federal Reserve
proceeds of Treasury securities denominated in
marks and Swiss francs. These losses will be
recovered by the Treasury’s general account
when it reacquires these currencies for the re-
demption of the securities. As of the end of the
period, with the dollar having risen sharply, the
Federal Reserve showed valuation losses of
$150.6 million on its foreign exchange assets
while the Exchange Stabilization Fund showed
valuation losses of $826.3 million on its foreign
exchange assets. The Treasury’s general account
showed valuation profits of $781.1 million reiated
to the outstanding issues of securities denominat-
ed in foreign currencies of $6,436.6 million equiv-
alent.

During the period under review, U.S. authori-
ties changed certain provisions of swap agree-
ments with foreign central banks. Since July 1973
the exchange risk on drawings by the Federal
Reserve or the U.S. Treasury had been shared
evenly with the foreign central bank on which the
drawing was being made. This risk-sharing pro-
cedure did not apply to drawings by other central
banks. In addition, since the inception of the
swap agreements in 1962, the interest rates paid
on any drawings, either by the Federal Reserve
or the Treasury or by the foreign central banks,
were based on the current rates for U.S. Trea-
sury bills. Under procedures beginning this year,

4. U.S. Treasury and Federal Reserve foreign
exchange operations'

Net profits or losses (—) in millions of dollars

U.S Treasury
Period Federal Excl
Reserve xchange ,
Stabilization | Gieneral
Fund account
1980—Q1 .......... .. L L 14.1 ] 64.9
Q2..viiiir e 7.7 42 0 0
{6 -1.1 19 6.3
Q4. .o 6.2 -3.1 -25.9
January 1981 ...... ........ 6.2 -7 144.3
Valuation profits and losses on
outstanding asscts and liabil-
ities as of January 31, 1981 | —150.6 -826.3 781.1

. Data are on a value-date basts.
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the Federal Reserve and the U.S. Treasury, like
their counterparts in the swap arrangements, will
take the full exchange risk on their swap draw-
ings. They will also pay a rate of interest based
on the creditor country’s Treasury bill rate or the
nearest equivalent market rate.

GERMAN MARK

By mid-1980 the German authorities were con-
fronted with an emerging policy dilemma. Eco-
nomic activity was contracting as recessionary
trends abroad led to a sharp slowdown in export
growth at the same time that domestic demand
faltered. Unemployment was rising. Inflation,
after peaking at 6 percent, began to recede and
the growth of central bank money had slowed to
the lower end of the 5 to 8 percent annual target
range. These developments had permitted the
German Federal Bank to begin cautiously to ease
money market conditions by providing some
liquidity on a temporary basis over the summer
months. But the central bank resisted domestic
pressures to reduce official interest rates out of
concern that a relaxation of the overall restric-
tive stance of monetary policy before inflation-
ary expectations were firmly laid to rest would
undercut the progress already under way in
bringing inflation under control.

Moreover, the current-account deficit, running
in excess of DM 25 billion at an annual rate, was
in deeper deficit than had been projected earlier.
German interest rates, though high by domestic
standards, remained low relative to interest rates
elsewhere. As a result, the goal of financing the
current-account deficit with a combination of
private and public inflows of capital, and thereby
avoiding a drain on Germany’s foreign exchange
reserves, had met with only limited success.
Despite substantial foreign official placements
with the German Federal Bank and revaluation
adjustments to its gold and foreign currency
holdings with the European Monetary Fund,
Germany’s gross foreign exchange reserves de-
clined $1.6 billion in the first seven months of
1980 to stand at $45.7 billion at the end of July.!

1. Foreign exchange reserves for Germany and other
members of the EMS, including the United Kingdom, incor-
porate adjustments for gold and foreign exchange swaps

In the exchanges, the German mark had
moved up from its lows of last April in the wake
of declining U.S. interest rates. On occasion
during August the mark still came into bursts of
demand amid concerns about the outlook for
inflation in the United States. As in preceding
months, the authorities in the United States
acted to settle these pressures. The Federal
Reserve and U.S. Treasury together sold $69.6
million equivalent of marks during the month.
But the mark’s rebound had lost momentum as a
renewed upturn in U.S. interest rates began to
provide support for the dollar. Also, tensions in
Poland were generating uncertainties about Ger-
many’s strategic and economic exposure to de-
velopments in Eastern Europe. Consequently,
the mark was vulnerable from time to time to re-
newed capital outflows. On days when the spot
rate weakened, the Federal Reserve and the U.S,
Treasury were able to acquire $481.1 million
equivalent of marks and $312.8 million equiv-
alent of marks respectively in the market and
from correspondents. These marks were used to
rebuild balances and to reduce the Federal Re-
serve’s swap debt with the German Federal Bank
from $879.7 million at the end of July to $437.9
million by the end of August.

The stalling of the mark’s recovery during
August contributed to the perception in the mar-
ket that a deepening conflict between domestic
and external objectives had left the German
authorities with little room to maneuver. Follow-
ing up their actions of the summer, the German
Federal Bank acted to nudge money market rates
lower while aiming to keep an overall, tight grip
on liquidity. On September | the authorities cut
minimum reserve requirements by 10 percent on
domestic and foreign liabilities. To reduce fur-
ther the cost of funds to the banks, the authori-
ties acted on September 19 to lower the Lombard
rate from 9% to 9 percent, while also supplying
additional mark liquidity via repurchase agree-
ments against government securities and via for-
eign exchange swaps of marks against dollars. In
fact, however, German money market rates did
not ease much because the commercial banks,

against European currency units (ECUs) done with the
European Monetary Fund. Foreign exchange reserve num-
bers used in the report are drawn from International Mone-
tary Fund data published in International Financial Statis-
tics.



expecting a further drop in official lending rates,
bid aggressively for funds in the market rather
than approach the central bank for longer-term
loans. Around the time of the International Mon-
etary Fund (IMF)-World Bank meetings in late
September and early October, expectations of a
more meaningful relaxation of policy became
widespread amid spirited public discussion of the
need for a cut in the discount rate,

Meanwhile, in contrast to the pattern of declin-
ing production and rising unemployment in Ger-
many, economic activity in the United States
was picking up. In the face of renewed demands
for money and credit, the Federal Reserve had
acted to constrain the growth of bank reserves in
order to control the growth of the monetary
aggregates. Market interest rates climbed sharp-
ly, and on September 26 the Federal Reserve
raised the discount rate 1 percentage point to 11
percent. Strong demand for money and credit
persisted, putting additional upward pressure on
U.S. money market rates. With interest differen-
tials adverse to the mark thus widening and with
market participants looking for still larger differ-
entials in the weeks ahead, capital began to flow
heavily out of mark-denominated assets. As a
result, the mark, already weighed down by the
large current-account deficit, came under in-
creasing selling pressure in the foreign exchange
market. The Trading Desk continued to buy
marks in response to the emergence of one-way
pressures, acquiring $395.9 million equivalent of
marks on behalf of the Federal Reserve and
$283.6 million equivalent of marks, including
$36.9 million on a forward basis, on behalf of the
U.S. Treasury through October 15. These pur-
chases in the market and from correspondents
enabled the Federal Reserve to liquidate in full
its remaining swap debt with the German Federal
Bank and the Treasury to continue covering its
outstanding mark-denominated, medium-term
notes.

At its Council meeting on October 20 the
German Federal Bank provided the banks with
additional rediscount quotas at preferential rates
and otherwise acted to increase bank liquidity
but decided not to lower official interest rates.
Demands that greater priority be given to restor-
ing economic growth nevertheless continued.
Indeed, a report of the five leading German
economic research institutes recommended that
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the German Federal Bank expand the growth of
the money supply, reduce official lending rates,
and accept a temporary depreciation of the mark
if necessary to prevent the downturn of the
economy from deepening further. In the foreign
exchange market, sentiment toward the mark
turned bearish. Interest-sensitive capital lowed
even more heavily from Germany amid portfolio
shifts into the dollar, sterling, and higher-yielding
currencies in the EMS. Meanwhile, official and
commercial borrowers with financing needs in
other currencies borrowed marks and converted
the proceeds in the exchanges. The pressure of
these outflows triggered a fall in bond prices,
thus prompting the German Federal Bank to
support the capital market through open market
operations, while also pushing the mark to the
floor of the joint float vis-a-vis the French franc
and occasionally also vis-a-vis the Netherlands
guilder.

As speculative selling pressures mounted, re-
ports of a temporary withdrawal of the mark
from the joint float or of a widening in interven-
tion limits began circulating through the market.
But high-ranking German officials denied that
such measures were under consideration and
reaffirmed their commitment to maintain the
mark’s strength and thereby its attractiveness to
foreign investors. The German Federal Bank,
which had gradually increased its intervention
sales of dollars, was by late October operating
heavily in French francs and on a smaller scale in
Dutch guilders to preserve exchange rate limits
within the EMS. Even so, by early November
the mark had declined 10 percent from levels
prevailing around mid-September to a low of DM
1.96 against the dollar.

To support the mark further, the German
Federal Bank allowed the heavy intervention
within the EMS to tighten the German money
market. Moreover, the French authorities adopt-
ed measures on November 7 to ease their money
market interest rates and to discourage capital
inflows. These actions alleviated the pressures
on the mark. As concerns over realignment of
EMS parities began to fade, the immediate focus
of market attention shifted to interest rate devel-
opments among the industrial countries. In this
respect, traders were unsure about the dollar’s
prospects if U.S. interest rates should suddenly
drop off once the near-term run-up in rates
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topped out. Consequently, when signs of the
beginning of deceleration in the growth of the
U.S. monetary aggregates set off expectations
that U.S. interest rates might decline, the dollar
came suddenly on offer. As funds flowed out of
dollars back into mark-denominated assets, the
spot rate soared about 4 percent against the
dollar to a high of DM 1.8860 in less than two
trading days between November 7 and 10. In
response, the U.S. authorities intervened as a
seller of marks, while the German Federal Bank
also purchased dollars in Frankfurt.

But, contrary to expectations, U.S. interest
rates continued their advance in the weeks that
followed. With the economy expanding, the
growth of the monetary aggregates resumed and
U.S. interest rates began to advance once again.
The Federal Reserve followed by raising the
discount rate successively by 1 percentage point
each on November 17 and on December 5 to 13
percent and introduced a surcharge on frequent
use of the discount window by large borrowers.
Short-term domestic and Eurodollar rates
climbed sharply higher through mid-December,
reaching new peaks of 22 percent and opening up
interest differentials adverse to the mark of as
much as 12% percentage points.

Once again private capital flowed out of Ger-
many as investors locked in high dollar interest
yields at the expense of mark-denominated as-
sets and as foreign governments, corporations,
and individuals continued to borrow marks to
take advantage of relatively low interest costs
and prospective further declines of the spot rate
in the exchanges. Such outflows were of major
concern to the German authorities. They added
to huge funding needs imposed by the current-
account deficit as well as by the continuing
deficit on long-term private direct investment,
Increased foreign borrowings by German public
authorities, mainly from members of the Organi-
zation of Petroleum Exporting Countries, were
not proving sufficient to prevent the mark from
weakening further or to stem the erosion of
Germany’s foreign exchange reserves. Accord-
ingly, the German Federal Bank acted to curtail
further capital outflows and in December negoti-
ated a ‘‘gentleman’s agreement’’ with large com-
mercial banks that temporarily stopped new
mark-denominated loans to foreigners. Never-
theless, selling pressure on the mark pushed the

spot rate to as low as DM 2.0325 in European
trading on December 12 despite substantial pur-
chases of marks by the Trading Desk both in
New York and through the agency of the German
Federal Bank in Frankfurt.

In the weeks between mid-October and mid-
December, the U.S. authorities intervened force-
fully at times to counter one-way pressures on
the mark. The Federal Reserve acquired $1,472.8
million equivalent of marks in the market and
from correspondents, adding these to balances.
For its part the U.S. Treasury bought $3,101.7
million equivalent, including $196 million on a
forward basis, enabling it to cover entirely its
mark-denominated securities. On occasions
when the markets were particularly volatile, the
authorities also intervened to sell $170.3 million
equivalent of marks, financed out of balances.

After mid-December as U.S. interest rates
slipped back from their highs, the mark began to
recover. Even so, a sustained surge of buying did
not materialize. Some evidence had accumulated
by this time that the decline in U.S. interest rates
would be more gradual than had been originally
thought. In particular, the U.S. economy, though
generally expected to weaken in the first half of
1981, appeared fairly robust despite the de-
pressed state of the auto and housing sectors.
Moreover, further declines in German industrial
production and rising unemployment were taken
to suggest that the German authorities would
follow by lowering their interest rates. But, in
view of the considerable uncertainties surround-
ing the movement in interest differentials, few
traders were willing to take on new positions,
particularly before the year-end.

Coming into the new year, market participants
tried to assess the outlook for economic and
financial developments for 1981. Traders were
impressed by the large swing in the U.S. current
account from deficit in the first half of 1980 to
surplus in the second half of the year. Indeed, the
importance of the increasingly favorable U.S.
current-account position for the dollar—mark re-
lationship was underscored at the onset of trad-
ing in January when the mark, after initially
rising to as high as DM 1.9280 on January 6,
dropped back amid a stream of commercially
based orders for dollars. By contrast, the outlook
for Germany’s current account worsened. Most
forecasters were looking for nearly as large a



deficit this year as the shortfall of DM 28 billion
recorded in 1980, despite projections of contin-
ued stagnation and even recession in the German
economy. The prospect of a sizable and pro-
longed deficit partly reflected the adverse impact
on Germany’s terms of trade of the sharp depre-
ciation of the mark and of higher oil prices. But
underlying the tenaciousness of the deficit were
structural problems as well, such as the chal-
lenge to manufactured exports by overseas com-
petitors and Germany’s continued heavy depen-
dence on foreign energy resources.

Within Germany the ongoing policy debate
intensified amid heightened disagreement over
the appropriate adjustment to the change in
Germany’s external situation. In the exchange
market, sentiment toward the mark turned ex-
ceedingly bearish during January as market par-
ticipants focused on the ambivalence of German
policy. While holding to a firm monetary stance
in the face of internal pressures to stimulate the
economy, the central bank had nonetheless
avoided overt steps toward tightening, and mar-
ket participants began to question the resolve of
the authorities to support the mark. Moreover,
the determined tone of the Reagan administra-
tion in seeking to strengthen the U.S. posture
both at home and abroad contrasted sharply with
the sense of policy frustration in Germany, add-
ing to the market’s pessimism toward the mark.

In these circumstances, the selling of marks
gathered force as concerns about a sharp drop in
U.S. interest rates evaporated and as the Iranian
hostage crisis and the unfreezing of blocked
Iranian dollar assets were resolved without ma-
jor incident, thereby removing uncertainties
about the dollar. Downward pressures on the
mark were also aggravated by the possibility of
Soviet military intervention in Poland, in view of
Germany’s strategic exposure and its extensive
trade and investment relationships with Eastern
Europe. By late January the mark was dropping
more rapidly in the exchanges against the dollar
than other EMS currencies and was again at the
floor of the EMS vis-a-vis the French franc. In
response, the German Federal Bank intervened
in dollars and, together with the Bank of France,
in francs to preserve the EMS intervention lim-
its. For their part, the U.S. authorities also
acquired substantial amounts of marks. Even so,
the mark plummeted 10 percent from its highs in
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early January to DM 2.1300 by January 31, for a
net decline of 19 percent over the six months
under review.

In view of the continuing volatility of the
exchanges after mid-December, the U.S. au-
thorities intervened frequently both to settle the
market and toward the end of January to counter
the strong one-way pressures building up in favor
of the dollar. From mid-December, purchases of
marks by the Federal Reserve and the U.S.
Treasury amounted to $719.0 million equivalent
and $802.6 million equivalent respectively. Over
that time, intervention sales by the U.S. authori-
ties amounted to $128.4 million equivalent.

In summary, during the six-month period the
Federal Reserve purchased $2,106.9 million
equivalent of marks in the market and $961.8
million equivalent of marks from correspon-
dents, while intervening to sell $215.9 million
equivalent. At the same time, the U.S. Treasury
acquired $3,865.2 million equivalent in the mar-
ket and another $635.8 million equivalent from
correspondents and sold $152.4 million equiv-
alent of marks. Meanwhile, reflecting sizable
intervention purchases of marks within the EMS
and the repayment of swap debt by the Federal
Reserve, Germany's foreign exchange reserves
declined $3.3 billion over the six-month period to
stand at $42.4 billion on January 31, 1981.

SWISS FRANC

The economy in Switzerland, in contrast to that
in Germany, remained strong through the early
summer of last year. Bolstered by consumer and
investment demand, the Swiss gross national
product was expanding at an annual rate of 3
percent while employment advanced to its high-
est level in five years. But international develop-
ments were impinging on this otherwise favor-
able economic performance. Even though the
Swiss inflation rate was still the lowest in the
industrialized world, domestic prices were being
pulled up sharply by rising oil prices and the
higher prices of other imported goods.

The deterioration in the terms of trade, reces-
sions in foreign markets, and the strength of the
domestic economy had opened up a trade gap of
around $6 billion, about twice the 1979 deficit
and sufficiently large to push the current account
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into deficit for the first time in 15 years. More-
over, since the larger industrialized countries
were relying heavily on restrictive monetary
policies to combat high inflation, interest rates
abroad had risen, reaching historic highs in a
number of countries and moving interest differ-
entials sharply against Switzerland in early 1980.
These differentials, especially against the United
States, were widening again by early August.
The relatively low nominal interest rates in
Switzerland left the franc vulnerable to down-
ward pressures that, if they intensified, threat-
ened to increase inflationary pressures within
Switzerland. In response, the Swiss authorities
had begun to dismantle exchange controls limit-
ing capital inflows, actions that helped the franc
rebound strongly against the dollar in the late
spring and early summer. But in late July when
the dollar began to recover, the franc fell back
from its highs to trade around SF 1.65 in carly
August. Later in the month as U, S. interest rates
continued to advance, the franc eased further,
slipping at times against the mark as well as the
dollar. In response, the Swiss authorities has-
tened to complete the abolition of all remaining
restrictions against capital inflows. In addition,
regulations governing borrowings in Swiss francs
were changed to make it easier for central banks
and monetary authorities to invest in private
Swiss franc placements. During this period the
U.S. authorities supplemented their operations
in marks by operating in Swiss francs as well. By
the end of August, they had bought $20 million
equivalent of francs in the market and $15.2
million equivalent from correspondents, of
which $22.6 million was for the Federal Reserve
and $12.6 million was for the Treasury.
Meanwhile, since the Swiss National Bank had
intervened only occasionally to buy dollars in
1980, the authorities were relying on other oper-
ations to provide the liquidity banks needed on a
short- and medium-term basis to maintain re-
serve requirements. These operations included
arranging foreign exchange swaps for short- and
medium-term maturities and placing government
deposits with commercial banks. Even so, the
Swiss monetary base, which is used as a target
by the authorities, was falling just below the
desired growth rate of 4 percent per year. In part,
this reflected reduced holdings of bank notes
following the removal of exchange controls. But,

with recessions spreading across other European
countries, especially Germany, the sluggishness
of monetary growth suggested that the Swiss
economy might also be slowing down. The mar-
kets came to expect a decline in interest rates.
Nevertheless, the authorities remained deter-
mined to combat inflation, which at 4 percent per
year remained historically high for Switzerland.
Therefore, the Swiss National Bank provided
liquidity at now relatively unfavorable interest
rates, thereby signaling to the market its refusal
to accommodate lower interest rates.

By mid-October, the steep rise in U.S. interest
rates opened up a large gap between U.S. and
Swiss rates. Funds flowed heavily out of the
franc into the dollar and the rate fell sharply with
other continental currencies, dropping some 5'/,
percent to SF 1.742S in early November before
leveling off with the mark around midmonth.
Nevertheless, during this same period the some-
what tighter money market conditions had
helped stabilize the franc vis-a-vis the mark.
With the franc benefiting from the return of funds
that had been invested earlier in the year in
Germany, the franc did not fall as fast as the
mark and the Swiss National Bank did not have
to intervene in the exchange market. Between
early September and mid-November the Federal
Reserve bought an additional $5 million equiv-
alent of francs in the market and $102.2 million
equivalent from correspondents. For its part the
Exchange Stabilization Fund bought $29.8 mil-
lion equivalent from correspondents.

In December, U.S. interest rates rose even
higher and the differential between U.S. and
Swiss interest rates widened to more than 14
percent, Investment portfolio managers reacted
swiftly by moving large amounts of funds out of
the franc into higher-yielding dollar assets.
Moreover, seeing little possibility of a near-term
recovery in the franc, many corporate entities,
governments, and official agencies borrowed
francs domestically or in the Euro-Swiss franc
market where in many cases borrowers simply
exercised options to allow them to switch loan
currency denominations on rollover dates. As a
result, the franc fell even more sharply against
the dollar, while also relinquishing some of its
gains against the mark. By mid-December, it
dropped another 5!/, percent to SF 1.8365 before
recovering to SF 1.7800 at the month-end in



response to the decline in U.S. interest rates and
a sharp year-end rise in Swiss interest rates.

Coming into 1981, participants remained wary
over the outlook for the franc. Its steep decline
against the dollar was seen as undercutting the
fight against inflation in Switzerland. At the same
time, the Swiss economy was expanding more
slowly in the face of deepening recessions in
Germany and elsewhere in Europe. In many
financial centers around the world the concern
over Germany’s economic outlook tended to
include Switzerland, and as a result many inves-
tors viewed the Swiss franc as a less attractive
medium for investment funds. Against this back-
ground, once it became clear in early January
that U.S. interest rates were not giving up much
ground, the franc came heavily on offer with the
other continental currencies, plummeting 8 per-
cent against the dollar over the month. This
further steep decline in the rate prompted the
Swiss National Bank to sell modest amounts of
dollars in the exchange market. Also on January
29 the Federal Reserve and the Treasury each
purchased $10 million equivalent of francs in the
market to supplement intervention in marks. The
franc closed on January 30 at a three-year low of
SF 1.9270, to end the six-month period 16'/,
percent lower against the dollar. Also, the franc
eased back from its highs against the mark,
having received much less intervention support.
It therefore closed the six-month period little
changed on balance against the mark.

Over the period, Federal Reserve market and
correspondent purchases of francs totaled $30
million equivalent and $109.8 million equivalent
respectively. Treasury acquisitions of francs for
the Exchange Stabilization Fund totaled $15 mil-
lion equivalent and $37.4 million equivalent re-
spectively.

During the six-month period, Switzerland’s
foreign currency reserves fluctuated from month
to month in response to foreign exchange swap
operations undertaken for domestic monetary
purposes. On balance, the reserves declined $200
million to $12.1 billion as of January 31.

JAPANESE YEN

By the third quarter of 1980, Japan was exper-
iencing a dramatic turnaround in its balance of
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payments, This shift occurred initially in the
capital account, where heavy inflows first into
the banking sector and later into stocks and
bonds had provided more than adequate financ-
ing for a current-account deficit still running at
an annual rate of $20 billion through the first half
of the year. By midsummer, however, the cur-
rent account was itself moving out of deficit at an
unexpectedly rapid pace. A major reason for this
improvement was a large reduction of the vol-
ume of oil imports, reflecting energy conserva-
tion efforts and major investments in energy-
saving production processes by Japanese
companies. In addition, following the adoption of
more restrictive fiscal and monetary policies to
stabilize the Japanese yen last March, private
consumption flattened out and inventories were
cut back sharply. This reduction of domestic
demand also contributed to lower import vol-
ume, while at the same time it encouraged Japa-
nese companies to expand their overseas sales.
As a result, the Japanese yen advanced from its
early-April lows to ¥ 227.28 by the opening of
the period, while Japan’s foreign exchange re-
serves rose to $18.8 billion.

This sharp recovery in the yen, together with
the improved balance of payments performance,
touched off a debate within Japan on whether or
not to lower domestic interest rates. Earlier in
the summer, the Bank of Japan had resisted
pressures for easing monetary policy in view of
the continued strength of inflationary pressures
and the size of the current-account deficit. But
by mid-August evidence emerged of the substan-
tial improvement in the current account and of a
lowering in the inflation rate. Moreover, eco-
nomic growth was slowing down both at home
and abroad. As a result, on August 20 the Bank
of Japan lowered its discount rate %/, percentage
point to 8'/, percent. In addition, on September 5
the government announced a modest fiscal
stimulus, featuring a restoration of some pro-
grams cut earlier in the year.

In the exchange market, this slight relaxation
in fiscal and monetary policy had little impact on
the performance of the yen. The market had
become increasingly aware that, despite its
heavy dependence on oil imports, Japan—by
comparison with most other industrialized coun-
tries—was achieving a rapid adjustment to higher
world oil prices. The yen was remarkably resil-
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ient in the face of a prospective shortfall in oil
production resulting from the outbreak of hostil-
ities between Iran and Iraq. This resiliency im-
pressed the market and the yen continued to be
buoyed by capital inflows, including funds from
OPEC countries to purchase stocks of Japanese
companies as well as government and corporate
bonds. These inflows, together with the virtual
elimination of the current-account deficit by ear-
ly autumn, propelled the yen 7'/, percent above
early-August levels to ¥ 210.65 by September 19
and a further 2 percent to ¥ 206.20 on October
14. At this level the yen was at its highest in
nearly two years before easing back against a
strengthening dollar to ¥ 211.05 at the month-
end. Meanwhile, with the yen in heavy demand
in late September and early October, the Bank of
Japan intervened in the exchange market to
moderate its rise. These operations contributed
to an increase of $2.2 billion in foreign exchange
reserves to $21.0 billion as of October 31.

In early November the strength of the yen,
further evidence of moderating inflation, and a
moderation of monetary growth provided the
Bank of Japan with an opportunity to cut its
discount rate another 1 percentage point to 7'/,
percent. In addition, the authorities lowered re-
serve requirement ratios for bank deposits. This
move was largely anticipated in the exchange
market, and the yen continued to fluctuate
around ¥ 212. Around the month-end, however,
the Japanese yen dropped to as low as ¥ 216.75
on expectations of higher interest rates in the
United States coinciding with the implementa-
tion of a new exchange control law on December
1, liberalizing the movement of funds in and out
of the country., But effective the same day the
Ministry of Finance announced increases in the
quotas available to Japanese and foreign banks
for swapping dollar borrowing into yen, thereby
providing more scope for capital inflows. The
market soon came into better balance, and the
yen recovered to fluctuate around ¥ 210 through
midmonth.

In late December, exchange market sentiment
became more favorable for the yen. Continued
strength of export and investment demand was
expected to give the economy a boost in Japan
that contrasted with the spreading slowdown in
most other industrialized countries. With U.S.
interest rates also drifting lower at the time,

market participants came to expect another wave
of investment flows into Japan. As the market
turned more bullish toward the yen, commercial
leads and lags moved in its favor, pushing the
rate up to as high as ¥ 198.00 on January 5. This
abrupt rise prompted the Bank of Japan to inter-
vene in the exchanges. At that time, the dollar
was coming generally on offer and, as part of a
joint effort with the Bank of Japan to prevent the
disorderly conditions in the yen market from
spilling over into the other currency markets, the
Federal Reserve sold $50 million equivalent of
yen in New York, financed out of System bal-
ances. This intervention helped bring the market
into balance and, as concern over a possible
sharp drop in U.S. interest rates faded, the yen
rate settled back to around ¥ 202.50 by mid-
month. Thereafter, the yen traded quietly, de-
clining somewhat against the dollar but rising
against the continental European currencies.
Market sentiment remained generally positive
for the yen, which closed on January 30 at
¥ 206.10, up some 9'/, percent over the six-
month period. Meanwhile, the Bank of Japan’s
interventions during the last three months of the
period contributed to a rise of $1.7 billion in
foreign exchange reserves to $22.7 billion as of
January 31, for an overall rise of $3.9 billion for
the six-month period.

STERLING

Coming into the period under review, sterling
had been buoyant relative to other European
currencies. Britain’s rising production of oil from
the North Sea left its economy well protected
against possible cutoffs in oil supplies and further
increases in energy prices. A deepening reces-
sion at home was dampening import demand so
as to help push the current account from deficit
into substantial surplus. The British authorities
remained determined to curb the entrenched
inflationary pressures in the domestic economy.
Toward that end, the Bank of England kept
short-term British interest rates close to the
recent record levels as long as the demand for
credit appeared to remain strong. As a result,
British interest rates stayed high by international
standards and, in a world dominated by fears
over the vulnerability of national economies to



rising oil prices, sterling remained an attractive
investment medium, cspecially in view of the
depth, diversity, and breadth of the London
money and capital markets.

As a result, the pound had led the advance of
the European currencies against the dollar during
the spring and summer to trade by early August
at $2.34 against the dollar and around 74.5 on a
trade-weighted basis as a percentage of Smith-
sonian parities. Morcover, Britain’s reserve po-
sition had become so strong that the government
had announced during July its decision to prepay
during 1980 an official Eurodollar borrowing of
$1.5 billion due to mature during 1985-88. Even
after some of these repayments, Britain’s official
foreign currency holdings at the end of July were
close to an all-time high at $20.4 billion.

Sterling’s strength in the exchange market,
while acting to slow domestic price increases,
was creating a dilemma for British policymakers,
since the pound’s steep and persistent rise
against nearly all other currencies posed an ever-
increasing threat to the competitiveness of Brit-
ish goods. As the pound advanced, British indus-
trialists complained bitterly over narrowing
profit margins and declining product market
shares. As Britain’s company sector came under
increasing liquidity strains, unemployment rose
to more than 2 million, stocks were run down,
and investment was cut back. The corporate
bond market remained inactive, and bank bor-
rowing was the major source of finance. The
continued high level of borrowing by the private
sector, as well as the large public-sector borrow-
ing requirement, kept monetary growth well
above target despite substantial sales of govern-
ment stock. Thus, market participants eagerly
awaited any evidence that might point to a decel-
eration in monetary growth sufficient to permit
the authorities to lower interest rates or, alterna-
tively, any development that might prompt the
authorities once more to engage in heavy ex-
change market intervention to moderate the
pound’s rise.

Instead, money market conditions in London
remained tight almost continuously from August
to October. Statistics on the growth of the mone-
tary and credit aggregates gave the market little
hope that the time had come for the Bank of
England to reduce its official minimum lending
rate. As a result, sterling continued to be well bid
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during the late summer and fall. During August,
both the exchange market and the money market
were further influenced by efforts of the major oil
companies to acquire sterling to make sizable
petroleum revenue tax payments. In late Sep-
tember the pound was bid up further in reaction
to the outbreak of hostilities between Iraq and
Iran, rekindling concerns over the global avail-
ability of oil supplies. By mid-October, release of
figures revealing a further gain in Britain’s trade
surplus underscored the magnitude of the favor-
able shift in the country’s balance of payments
position. Thus, sterling was ratcheted up against
the dollar 3 percent in the two and a half months
to mid-October to $2.4108, even as most other
European currencies were fluctuating rather nar-
rowly, albeit somewhat lower, against the dollar.

Later that month when a renewed rise in U.S.
interest rates started to draw funds out of many
continental European currencies, the still rela-
tively high yields available in London shiclded
the pound from thesc pressures. Indeed, with
sizable amounts of OPEC and other investment
funds on the move, somec funds went into ster-
ling, and this influx helped push the exchange
rate up even higher. By late October the pound
was advancing against virtually all currencies,
hitting a six-year high of $2.4565 against the
dollar. Against the continental EMS currencies,
the pound rose 10 percent above levels in early
August to four-year highs in carly November.
The Bank of England continued to intervene only
to smooth out wide movements in the rate. Net
official dollar purchases in the exchange market
were more than offset by other operations, so the
United Kingdom’s currency reserves declined
somewhat over the three months.

Meanwhile, however, credit demand, although
still strong, was on the verge of slackening for
several reasons. The government deficit, al-
though running ahead of forecast levels, was
expected to decline as a result of planned reduc-
tions in expenditures, the approach of the tax-
payment season, an anticipated rebate from the
European Community (EC), and sales of govern-
ment-owned companies. Also, as the recession
became more protracted and industry cut its
employment rolls while also pruning financial
commitments, the demand for bank credit was
expected to taper off. In the exchange market,
expectations therefore hardened that the authori-
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ties would announce a reduction of interest rates
when a new parliamentary session opened in
mid-November. A sharp sell-off suddenly devel-
oped, and the pound fell 4%, percent from its
highs to $2.3385 on November 24. On that day
the Bank of England’s minimum lending rate was
reduced 2 percentage points to 14 percent. Chan-
cellor Howe also announced a series of measures
designed to lower the public-sector borrowing
requirement, including a proposal for a supple-
mentary tax on oil production at a rate of 20
percent of gross revenues and an increase in
employee national insurance contributions
(effective from April 1981). On balance, this
package was well received in the exchange mar-
ket, and the pound steadied to trade around $2.34
through mid-December.

Coming into the new year, sterling was again
buoyant in the exchange market. Underpinned
by a further widening in the current-account
surplus, a rebate from the EC, and occasional
large investment orders, the pound was bid up to
as high as $2.4320 on January 21. Nevertheless,
with U.S. interest rates unexpectedly firm and
with the dollar strong in the exchanges, the pace
of capital flows into the pound began to slow. As
aresult, a diversification of investment portfolios
by British residents into other currencies, which
had proceeded ever since abolition of exchange
controls a year before, now began to show
through. Around the month-end, sterling
dropped back from its highs to close at $2.3630
on January 30. The pound was, however, still up
1%, percent on balance against the dollar and
nearly 21 percent higher against the mark since
the end of July. On a trade-weighted effective
basis, the rate rose 7 percentage points to 81.2
percent of its Smithsonian parity over the six-
month period.

Meanwhile, the Bank of England continued to
intervene on both sides of the market to smooth
fluctuations in the pound. These operations had
little impact on external reserves, which were
affected more by repayments of foreign currency
debts and periodic revaluations of Britain’s hold-
ings in the European Monetary Fund. As a result
of these considerations, the United Kingdom’s
foreign currency reserves declined $1.7 billion
over the six-month period to $18.7 billion as of
January 31.

FRENCH FRANC

For France the recent sharp increase in oil prices
served to aggravate domestic inflationary pres-
sures, lower real incomes, and impose a sharp
reversal in the country’s current-account posi-
tion, thereby eroding the benefits of years of
stabilization policies. By mid-1980, the rate of
consumer price inflation had jumped up to 13'
percent. The current-account surplus of preced-
ing years had given way to a deficit that was to
amount to $7 billion for the full year. Moreover,
the economy had lost its upward momentum in
the face of weakening consumer and investment
demand and, with little opportunity to absorb a
growing labor force, the rate of unemployment
rose to more than 6 percent.

In response, the French government had al-
ready begun to provide limited fiscal stimulus to
the economy and followed up with some further
modest measures when it announced its 1981
budget early in September. In particular, certain
social benefits were increased, more low-interest
loans were made available to export firms and to
finance housing, and some tax relief was pro-
vided to encourage new investment. But the
French authorities, remaining committed to the
combined goal of curbing inflation and maintain-
ing the strength of the French franc, resisted
pressure to ease the Bank of France’s restrictive
monetary policy as the economy weakened. In-
deed, tight limits on banks’ credit ceilings were
maintained. The growth of money, which had
run near 11 percent—the top of the target for
M-2—at times during the summer, was back well
within the targeted range by early fall. In addi-
tion, short-term rates had resumed a gradual rise
after the summer, so that interest rates for most
maturities were yielding a positive return even
after taking inflation into account.

In the exchange markets, the French franc was
trading firmly as the six-month period under
review opened. It was benefiting then, as it had
through much of the year, partly from the rela-
tively high French interest rates that attracted
investment flows into franc-denominated assets
and partly from the domestic credit ceilings that
provided an incentive to French banks and cor-
porations to borrow in foreign currencies to meet
local financing needs. In addition, the market’s



attitude toward the franc remained more positive
than for other European currencies. The current-
account deficit, while a source of concern, was
considerably smaller than that for Germany, its
principal trading partner. France’s traditionally
good relations with Middle Eastern countries
were generally thought in the market to help
cushion France from any shortfall of oil supplies
that might result from either the Iranian crisis or
the outbreak of hostilities between Iran and Iraq.
Moreover, some investors, looking to diversify
their holdings, were attracted by the opportuni-
ties afforded in either the domestic or the Euro-
franc markets. Thus, capital inflows were more
than sufficient to finance France’s current-account
deficit. The French franc had recovered from its
spring lows to trade around FF 4.15 early in
August. Bank of France intervention within the
context of the EMS had contributed to a rise in
France’s foreign currency reserves to $25.3 bil-
lion by the end of July. Also, in view of the
franc’s relative strength, the Federal Reserve
had included the French currency in its interven-
tion operations earlier in the year, leaving a net
$166.3 million of indebtedness outstanding under
the System’s swap line with the Bank of France
as of that same date.

Against this background, with the currency
markets reasonably well balanced during August
and September, the franc fluctuated narrowly
against the dollar while remaining comfortably
near the top of the EMS 2V,-percent band. Al-
though the Bank of France continued to buy
modest amounts of EMS currencies, there was
little further increase in French official foreign
exchange reserves. Later on, however, the
French franc became caught up in the tug of war
between a generally rising dollar and a declining
German mark. As the dollar strengthened after
mid-October, the French franc started a decline,
which was to proceed almost without interrup-
tion, to FF 4.4750 against the dollar by early
November. Meanwhile, the Federal Reserve
took advantage of the opportunity to begin to
buy French francs both from correspondents and
in the market and covered all its outstanding
swap debt by the end of October.

Within the EMS by contrast, upward pressure
on the French franc intensified after mid-Octo-
ber. The Bank of France had just, in effect,
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reaffirmed its commitment to a restrictive mone-
tary policy stance at a time when the authorities
of other European countries were becoming in-
creasingly concerned about slower economic
growth and the prospect of recession. The
French central bank announced that its growth
target for M-2 for 1981 would be reduced to 10
percent and intervened in the Paris money mar-
ket to maintain interest rates at a fairly high
level. With the German mark coming under
increasing selling pressure, the still relatively
high level of interest rates in France attracted
funds from abroad and kept the French franc
from declining as rapidly as the mark against the
dollar. The relationship between these two cur-
rencies within the EMS, therefore, became in-
creasingly strained. On a number of occasions in
late October and early November, the franc was
at its upper intervention limit against the mark.
The central banks of both countries were obliged
to intervene in the market to buy large amounts
of marks against francs. At times the Bank of
France supplemented these operations by buying
small amounts of dollars as well. Despite these
purchases, which were partially reflected in a
$874 million increase in official foreign currency
holdings for the month of October, the franc had
risen to a high of FF 2.3002 against the mark by
October 31.

On November 7, the Bank of France an-
nounced a number of measures to relieve the
upward pressure on the franc within the EMS.
The money market intervention point was re-
duced ¥, percentage point to 10% percent, and a
reserve requirement of 5 percent was imposed on
deposits of nonresidents to discourage interest-
sensitive short-term capital inflows from abroad.
But, to offset the effects of the recent interven-
tion activity on domestic liquidity, the Bank of
France also increased reserve requirements on
commercial bank sight and time deposits. After
these measures, the pressures in the EMS sub-
stantially subsided. The franc eased from its limit
against the German mark, although at times
during November and December the Bank of
France bought modest amounts of marks, while
also acquiring Belgian francs when that currency
was low within the EMS. For a time the EMS
currencies also steadied against the dollar.
When, however, the EMS as a group declined,
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the French franc dropped further against the
dollar, easing as much as 4 percent below early-
November levels before recovering some in ad-
vance of the year-end.

During January, as prospects of a resolution to
the Iranian hostage issue improved, the market
for French francs began to react to the possibility
that any move to unfreeze Iranian asscts would
set off new and possibly massive flows of tunds.
Those U.S. banks with liabilities vis-a-vis Iran
were presumed to have to bid for funds in the
Eurodollar market to meet these liabilities, and
as Eurodollar rates were bid up, the European
currencies generally weakened against the dol-
lar. At the same time, market participants antici-
pated that Iran, once its assets were unfrozen,
might try to switch a substantial amount of its
funds into French francs. As a result, the franc
declined less against the dollar than the other
EMS currencies as the dollar continued to ad-
vance around midmonth. Although in fact no
such flow of funds materialized, the relatively
high interest rates in France continued to attract
funds from abroad. By the end of January, the
franc was again firmly against the upper EMS
band even as it eased to FF 4.9000 against the
dollar. The Bank of France was once more
intervening with other central banks to support
the German mark and Belgian franc. France’s
official foreign currency reserves increased fur-
ther to stand at $26.5 billion by the end of
January, up $1.2 billion over the six-months.
Over the period under review, the French franc,
frequently caught between the rising dollar and
the weakening German mark, moved down 18
percent on balance against the dollar and up '
percent on balance against the mark,

ITALIAN LIRA

By mid-1980, the sharp increase in energy prices
of the past two years, together with a rapid
deterioration in ltaly’s non-oil trade position,
had swung Italy’s current account sharply into
deficit, reversing the sizable surplus position of
1979. The Italian domestic economy continued to
expand strongly into 1980, even at a time when a
slackening of other economies was being reflect-
ed in a slowing of foreign demand for Italian
products. Moreover, inflation in Italy remained

relatively high, proceeding at a pace of more than
20 percent on a year-over-year basis. Since
spring, fiscal policy had been at the center of an
intense domestic debate that focused on the need
to control inflation, to reduce the government
debt, and to spur export growth. But, with no
fiscal measures yet in place, the burden of fight-
ing inflation fell entirely on monetary policy,
which remained restrictive.

In this context, the Italian lira had come under
increasing pressure. In the exchanges, as the
growing current-account deficit weighed increas-
ingly on the lira, the spot rate had not risen as the
dollar declined and, consequently, had fallen
from the top to the bottom of the EMS band. At
home, exporters had pressed strongly for devalu-
ation to restore their competitive position. Gov-
ernment officials publicly denied that devalua-
tion was a viable alternative in Italy where prices
and wages are highly indexed. Even so, commer-
cial leads and lags moved sharply against the lira,
and Italian residents sought increasingly to repay
their foreign currency borrowings, thereby add-
ing to pressure on the lira and keeping the
devaluation rumors alive. By early summer the
Bank of Italy had intervened heavily in the
exchanges to steady the lira within the EMS
band.

Early in July the government implemented a
package of austerity measures aimed at control-
ling inflation, supporting the lira in the ex-
changes, spurring exports, and cutting the pub-
lic-sector borrowing requirement as a share of
gross domestic product. The measures, which
became effective immediately but required par-
liamentary ratification within 60 days, included
consolidation of value-added tax brackets; high-
er taxes on spirits, gasoline, and stamps; and a
special tax on wages to be used in support of
weak industries. At the same time, the Bank of
Italy further tightened restrictions on domestic
credit expansion. The exchange markets re-
sponded favorably to these measures, rumors of
lira devaluation subsided, and the lira firmed
temporarily in the exchanges. As capital began to
flow back into Italy and the normal tourist-
related inflows began to gather pace, the Bank of
Italy was able to rebuild its foreign currency
reserves to $22.0 billion by the end of July.
Meanwhile, the lira stabilized within the EMS
band about 2Y percent below the top and partici-



pated with the rise of other currencies against the
U.S. dollar, By early August it was trading above
its lows at LIT 838.80.

But downward pressures on the lira developed
again by mid-August. Although the domestic
economy had itself begun to slow by this time,
Italy’s current account continued to deteriorate,
and there was little evidence of improvement on
the inflation front. Market participants continued
to question how long the lira could be held within
its EMS band in view of the much lower inflation
rates in most other EMS countries. Also, the
time for ratifying the July package of economic
measures was running out. When the coalition
government of Sig. Cossiga lost a parliamentary
vote of confidence and resigned over the week-
end of September 27-28, the July government
austerity measures were allowed to lapse.

At this juncture, the Bank of Italy stepped in to
stem any buildup of speculative pressure against
the lira. It immediately raised the discount rate
1Y, percentage points to 16' percent, required
exporters to finance 50 percent of their short-
term credit needs in foreign currency borrow-
ings, and tightened regulations dealing with lead-
ing and lagging of payments and receipts. The
Bank of Italy also intervened forcefully in the
exchange markets. Meanwhile, a new govern-
ment under Sig. Forlani was soon formed. New
fiscal measures were put into place to control the
budget and slow the growth of personal con-
sumption. Though similar to those contained in
the July policy package, the new measures pro-
vided for additional acceleration of personal in-
come tax payments and expanded support for
ailing industries. These actions combined to re-
assure the exchange markets, and by mid-Octo-
ber the lira stabilized around LIT 865 and at a
level of about 3'% percent below the top of the
EMS band.

Over the next two months, the lira traded
comfortably within the EMS, while declining
against the U.S. dollar no more rapidly than the
other currencies involved in the joint float ar-
rangement. Interest rates in Italy remained high-
er than those abroad; and though the climbing of
U.S. rates narrowed some of the differentials
favorable to the lira, the Italian currency was
shielded more than most currencies from the
growing flows of funds into U.S. dollar assets.
Indeed, interest rate considerations, as well as
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restrictions on domestic credit demand, still en-
couraged inflows of short-term capital, and com-
mercial leads and lags turned in favor of the lira.
Moreover, the Italian oil companies that normal-
ly enter the exchange markets to acquire foreign
currency balances in early December for regular
import payments instead borrowed heavily in the
Eurocurrency markets in the hope that the dollar
would be cheaper in the future. With the lira thus
holding steady within the EMS, the Bank of Italy
took advantage of opportunities to acquire for-
eign currencies through mid-December and re-
laxed somewhat the October regulation relating
to short-term export financing abroad.

Meanwhile, Italy's current-account gap had
widened to bring the deficit for 1980 as a whole to
about $10 billion—a figure that was much larger
than anticipated only a few months earlier and
overshadowed news of a modest improvement in
the trade account late in the year. Industrial
production was beginning to show signs of a
possible recovery, even before much progress
had been achieved in improving price or trade
performance. Public expenditures and borrowing
turned higher late in the year, and monetary
growth accelerated, clouding the outlook for a
near-term reduction of inflationary pressures all
the more. The Bank of Italy continued its strong
anti-inflationary stance, and Italian interest rates
remained high. Furthermore, just as the period
closed, the Bank of Italy sought to strengthen its
grip on credit expansion by extending the appli-
cation of its ceilings to all bank loans in lire and,
for the first time, to most loans in foreign curren-
cies, leaving only export loans exempt from the
ceilings.

Nevertheless, funds had begun to flow out of
Italy in late December, as export financings were
repaid and those Italian oil companies that had
previously borrowed abroad to finance their im-
port deliveries took advantage of a brief soften-
ing of dollar rates to repay these loans. The
pressures against the lira continued through Jan-
uary, prompting the Bank of Italy to intervene at
times quite heavily to maintain the lira’s position
within the EMS band. As the entire joint float
declined sharply against the dollar through Janu-
ary, the lira fell to record lows, closing the six-
month period at LIT 1,004.50 or down a nct 19%,
percent. At the same time, Italian reserves stood
at $20.5 billion, down $1.5 billion for the period.
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EUROPEAN MONETARY SYSTEM

Last spring and early summer, the currencies
linked together in the joint float arrangement
within the EMS rebounded against the dollar,
largely in response to the sharp decline in U.S.
interest rates while interest rates in EMS mem-
ber countrics generally remained firm. This ad-
vance halted in July, and EMS currencies gener-
ally eased somewhat against the dollar in August
and in early September as U.S. interest rates
began to turn upward while interest rates in
several EMS countries declined slightly.

For the most part, these broad movements
took place without much strain on the EMS joint
float mechanism itself. Member countries faced
the common problem of having to adjust to the
sharp runup of oil prices of 1979 and early 1980,
which had generated unusually large current-
account deficits for all of them and had aggravat-
ed domestic inflationary pressures. The authori-
ties were seeking to develop a coordinated policy
response in the monetary and fiscal areas as well
as on energy questions. Monetary policy, in
particular, had been tightened to combat infla-
tion at home and to attract funds, which could
help finance the current-account deficits, or at
least to stem an outflow of interest-sensitive
funds that would complicate the effort. In gener-
al, interest rates were higher in countries with
high rates of inflation, so interest differentials
roughly compensated for inflation differentials.
By late summer it was clear that industrial pro-
duction had dropped back from early in the year
and, with unemployment rates rising, pressures
were building up for an easing of earlier restric-
tive policies. But the central banks resisted pres-
sures to ease, in view of the continuing high rates
of inflation and the need to finance the current-
account deficits, with the result that any move-
ment in the direction of ease was modest, if at all.

Within the band of currencies, the Dutch guild-
er was firm on the Netherlands’ relatively favor-
able external position and on the high interest
rates prevailing in the Amsterdam money mar-
ket. The guilder, after having traded in the upper
half of the EMS band during the first seven
months of the year, moved toward the top of the
band in August and remained there over the rest
of the year. The guilder’s relative strength en-
abled the Dutch authorities to move cautiously to

reduce interest rates, with four cuts in official
rates totaling 2 percentage points between June
and October. The French franc was also strong
within the EMS, alternatively at the top with the
guilder, as France attracted capital inflows in
excess of its current-account deficit. In Ireland,
foreign borrowings by the public sector were
being used to finance the current-account deficit.
Conversions in the market of the proceeds of
these borrowings and some favorable leads and
lags in sterling payments kept the Irish pound
near the top of the band. At the same time,
Denmark was financing its current-account defi-
cit by borrowing abroad, enabling the Danish
krone to fluctuate around the middle of the joint
float. The Italian lira, which is allowed a wider
trading band than the other currencies in the
arrangement, also moved widely but without
need for intervention at the outer limits.

The Belgian franc traded ncar the bottom of
the 2Y, percent band. Belgium’s problems—a
large current-account deficit, a large fiscal defi-
cit, and a stagnating economy—were viewed as
particularly serious by the market. To finance
the current-account and fiscal deficits, the Bel-
gian government borrowed heavily in interna-
tional markets. Political wrangling hampered the
taking of effective adjustment measures, and the
Belgian franc remained under selling pressure,
with the result that the National Bank was
obliged to maintain interest rates high enough to
avoid funds moving out of the franc and to give
support from time to time to keep the franc
within the 2%, percent EMS band.

The German mark was also near the bottom of
the band. Germany had the largest current-ac-
count deficit to finance among the EMS mem-
bers. Although Germany’s inflation performance
continued to be as good or better than the others,
German interest rates were well below those in
other EMS member countries. Moreover, Ger-
many had no official restrictions on capital out-
flows and still refrained from removing all con-
trols on inflows. The result was that funds could
readily move out of Germany into other EMS
currencies, and official and private entities with-
in other EMS countries could readily use marks
in international borrowings.

By October, strains began to build up within
the EMS. In part these came from outside, as
heavy flows of funds moved into the U.S. dollar,



the pound sterling, and the Japanese yen—cur-
rencies in which intcrest rates remained very
high or, as in the U.S. case, were rising. But the
interest rate disparities within the EMS and the
relative freedom of funds to move also played a
role. With the exchange markets turning general-
ly bearish over the outlook for the German mark,
funds moved out of the mark and into other EMS
currencies. To the extent that these funds gravi-
tated to the currencies at the top of the EMS
band—the French franc and Dutch guilder—the
EMS intervention mcchanisms were soon trig-
gered.

Intervention mounted quickly, and talk began
circulating of a possible widening in the interven-
tion limits or of a temporary withdrawal of the
mark from the joint float arrangement. Such
approaches were openly rejected by the authori-
ties of the respective EMS member countrics. In
carly November, the French took measures to
ease money market conditions, making explicit
their intention to reduce the selling pressures on
the German mark. Meanwhile, the German Fed-
eral Bank was allowing the hcavy intervention
within the EMS to tighten its own money market.
The market sensed the resolve of the authorities
to maintain cxisting paritics, and the tension
gradually eased. Even so, the EMS joint float
continued to decline against the major currencies
outside the group, including the dollar, the pound
sterling, the Japanese yen, and to a small degree
the Swiss franc. Apart from a risc in the Danish
krone, reflecting a (980 current-account deficit
for Denmark that was lower than expected, and a
downward movement in the Irish pound from its
temporarily high position in the band, the config-
uration of currencies hardly changed within the
EMS.

The currencies in the group at first recovered
slightly against the dollar when U.S. interest
rates were receding from their mid-December
highs. But it soon became apparent that U.S.
interest rates would not drop off as sharply as
some market participants had originally be-
lieved. Moreover, the market remained con-
cerned about the prospects for EMS member
countries in reversing their current-account defi-
cits and dealing with domestic policy dilemmas.
As market sentiment toward the dollar became
increasingly bullish, the dollar came into demand
against the currencies in the EMS band. As
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before, the brunt of the immediate selling pres-
sures fell on the German mark, and that currency
touched its lower intervention limit. The Belgian
franc also came under selling pressure, and both
the mark and the franc required official support
within the EMS.

CANADIAN DOLLAR

In the summer of 1980, the Canadian dollar was
underpinned by a favorable shift in Canada’s
trade and current-account position, by a reversal
of the previous adverse intercst rate differentials
vis-a-vis the United States, and by Canada’s
status as a major oil and gas producer. The
improvement in the trade account stemmed from
a slowdown in the domestic economy, the ability
of Canadian cxporters to take advantage of the
sharp depreciation of the Canadian dollar in
previous years, and the market’s perception of
sustained efforts to curb cost and price pressures
at home through monctary policy. As a result,
exports to markets like Europe, where activity
had not yet slackened so sharply as in North
America, continued to increase. With the trade
account heading to a surplus of $7 billion for the
year, the current-account deficit was narrowing
to a size that could comfortably be financed by
private capital inflows.

The reemergence of favorable intercst differ-
entials reflected the sharper drop of interest rates
in the United States than in Canada. Restoration
of the traditionally favorable interest rate gap for
Canada had once again provided an incentive for
investors to shift funds into higher-yielding
Canadian dollar assets, while also prompting
Canadian borrowers to tap U.S. and other for-
cign capital markets and to convert the proceeds
in the exchanges. Canada’s potential for increas-
ing energy production in the future for both
domestic and export use was underscored early
in the year with reports of new oil discoveries. At
a time of rapidly rising world energy prices and
uncertainty over the adequacy of aggregate oil
supplies, this factor added to the attractiveness
of the Canadian dollar as an investment medium.
In this environment, the Canadian dollar had
been bid up to its high for the year of
Can.$1.1406 in early July, and by the month-end
Canada’s foreign currency reserves stood at $1.9
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billion after repayment in May and June of $600
million borrowed early in the year under the
revolving standby credit facility with Canadian
banks.

During August and September the Canadian
dollar was beginning to lose some of its buoyan-
cy. In part, this reflected a narrowing of the
positive interest differential as Canadian interest
rates continued to ease for a while even after
interest rates in the United States resumed an
upward trend. The exchange market had also
become concerned about the continued debate
over domestic energy pricing and development
policy, which had important implications for the
distribution of income as well as the outlook for
containing inflationary pressures at home. The
western provinces had called for a larger share of
oil revenues to be returned to provincial govern-
ments and for a more rapid increase in domestic
energy prices to world market levels. When
these calls were resisted at the federal level, the
market became concerned that a fundamental
constitutional conflict might emerge over the
relationship between the federal and provincial
governments. Thus, the Canadian dollar settled
back to trade around Can.$1.1575 during much of
August and September. It came on offer in early
September around the time of a meeting between
Prime Minister Trudeau and the provincial pre-
miers and then again later in the month when no
visible progress was made on the constitutional
issue. By October 2, the rate had declined to
Can.$1.1734 with the Bank of Canada continuing
to operate on both sides of the market to smooth
short-run rate fluctuations.

The Canadian dollar firmed briefly after early
October as a number of developments, including
the outbreak of hostilities between Iran and Iraq,
reinforced the market’s positive views about
Canada’s basic strength in its natural resources.
Late in the month, however, the Canadian dollar
was again coming under some selling pressure as
the market anticipated and then reacted to mea-
sures contained in the October 28 federal budget.
The budget called for cuts in the federal deficit
and included a national energy policy that, in
turn, provided for specific measures to increase
domestic welthead oil prices, imposed a refinery
levy to pay for oil import subsidies, and in-
creased Canadian ownership of oil and gas pro-
duction with an increase in the share of the

national oil company. These measures were seen
in the market as discouraging foreign investment
and as possibly complicating constitutional is-
sues. Indeed, a number of provinces objected to
the proposed oil-pricing arrangements, and Al-
berta announced its intention to cut its oil pro-
duction by 15 percent. These developments con-
tributed to a substantial self-off of Canadian
dollars in the exchange market and the rate
declined to Can.$1.1899 on November 6. By mid-
November the market had come back into bal-
ance with the spot rate fluctuating around
Can.$1.1860.

Meanwhile, the Canadian economy, spurred
by strengthening retail sales and industrial pro-
duction, had picked up in the third quarter and
posted its first gain in real output for the year. At
the same time, the inflation rate began to acceler-
ate as increases in food and energy prices and
higher labor costs worked their way through the
economy. The money supply moved toward the
upper end of its target range, and the Bank of
Canada, operating within a system of establish-
ing its official bank rate in accordance with the
weekly Treasury bill tender rate, entered the
money market to push up short-term interest
rates. The discount rate then climbed to nearly
14 percent in mid-November, compared with
about 10", percent in mid-August. But an even
more rapid surge in interest rates was under way
in the United States—one which the Canadian
authorities were initially reluctant to match.

As a result, interest rates in Canada increas-
ingly fell behind those in the United States, and
the adverse differentials that first had emerged at
the end of August had widened sharply by No-
vember-December. Several announced bond is-
sues planned by Canadian entities for the New
York market were postponed in response to the
rise in interest rates here, cutting off a potential
source of demand for Canadian dollars in the
exchanges. Also, dealers and corporate treasur-
ers became increasingly unsure about the will-
ingness of the authorities to foster increas-
es in interest rates to match those in the
United States. The Canadian dollar therefore
came heavily on offer, plunging through the
Can.$1.20 benchmark by December 11 to a low
of Can.$1.2122 on December 16, 4Y percent
below levels in early August.

At the same time, the Bank of Canada contin-



ued to act forcefully in the money market, raising
the official discount rate to 17.4 percent by
December 19, as well as in the exchange markets,
selling sizable amounts of dollars on a number of
occasions. These actions were reinforced by
Governor Bouey’s speech to provincial ministers
of finance restating the commitment of the Bank
of Canada to a firm anti-inflation policy and a
stable currency in the exchanges. As a result, the
Canadian dollar steadied and began to recover,
helped by an easing in U.S. interest rates. Deal-
ers moved to cover their short positions, and
corporations that had held off buying Canadian
dollars in expectation of further rate declines
entered the market to cover their needs. The rate
thus rebounded to Can.$1.1885 by December 30.

A more positive tone prevailed in the market
early in the new year, as market participants
took note of the continuing improvement in
Canada’s trade position. Also, some easing of
U.S. interest rates early in January led to a
narrowing of interest differentials vis-a-vis U.S.
dollar assets, while wide favorable differentials
for Canada remained against several major conti-
nental currencies. As a result, the Canadian
dollar generally kept pace with the rising U.S.
dotlar until late in the period, thereby strengthen-
ing considerably against the continental curren-
cies. Although announcement of decontrol of
domestic oil prices in the United States by Presi-
dent Reagan on January 27 refocused market
attention on the still unresolved Canadian energy
policy controversy and sapped the Canadian
dollar of some of its strength, the spot rate was
trading about 1Y% percent above its December
lows at Can. $1.1948 by the close of the six-
month period. At this level, it had reduced its net
decline against the U.S. dollar since July to
about 3 percent. Against the European curren-
cies, the Canadian dollar on balance had gained
about 15 percent.

As the Canadian dollar had firmed in the first
weeks of January, the Bank of Canada purchased
sizable amounts of U.S. dollars. Also, after
having drawn $900 million in December on
standby credit facilities with Canadian and for-
eign banks, the Bank of Canada repaid in Janu-
ary the $600 million drawing on Canadian banks,
leaving the $300 million drawing on foreign banks
still outstanding. As a result, Canada’s foreign
exchange reserves stood at $1.4 billion at the end
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of the period, down $558 million net over the six
months.

SWEDISH KRONA

Last year, the Swedish authorities were con-
fronted with several economic problems at once.
The current-account deficit deepened, to nearly
$5 billion, as the latest rise in world oil prices
added to Sweden’s oil import bill and as export
growth slackened. The inflation rate accelerated
to nearly 14 percent for the year as a whole. A
surge in state and local spending contributed to a
continuing increase in the government budget
deficit to about $10 billion, or more than 10
percent of gross national product. Efforts to deal
with these and other issues, such as the long-
festering debate over nuclear policy, were ham-
pered by the fact that Sweden was governed by a
coalition of parties with only a slender majority
in Parliament. Consequently, as major adjust-
ment policies were being hammered out, the
Bank of Sweden had little choice but to tighten
monetary policy, both to absorb the excess li-
quidity generated by the fiscal deficit and to
avoid outflows of interest-sensitive funds.

Meanwhile, the Bank of Sweden intervened as
necessary to keep the krona within a reasonable
range against the index of a trade-weighted bas-
ket of currencies, and the government continued
to arrange borrowings in the international capital
markets to cover the current-account deficit and
to avoid an excessive drain on reserves. On the
possibility that some bridge financing might oc-
casionally be needed as longer-term loan pack-
ages were assembled, the Bank of Sweden
moved to reinforce its short-term credit lines. In
this context, in May the Bank of Sweden and the
Federal Reserve agreed to increase the swap
arrangement $200 million to $500 million for one
year, with the understanding that drawings could
be made, if needed, in connection with bridge-
financing operations.

Through the spring and early summer, the
exchange market for the Swedish krona was
rather well balanced, and takedowns on the
government’s international borrowings ran well
ahead of the Bank of Sweden’s intervention sales
of dollars. By August, however, as the govern-
ment prepared a new package of measures, ru-
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mors of a possible devaluation generated heavy
selling pressure on the krona, largely in the form
of adverse commercial leads and lags. The krona
declined ' percent during the month, to as low
as SK 4.2005 against the dollar but remained
around 100.8 in terms of the official index. For
their part, the authorities firmly rejected devalu-
ation on the grounds that it would exacerbate
domestic inflationary pressures and do little to
solve Sweden’s structural problems. The Bank
of Sweden stepped up its exchange market inter-
vention, and the government increased the pace
of its external borrowings to replenish reserves.

Early in September the government convened
an extraordinary session of Parliament and
gained approval of a package of fiscal measures,
which included a sizable hike in the value-added
tax and an increase in taxes on energy consump-
tion. The government followed up by announcing
cuts in planned expenditures to reduce the bud-
get deficit. These actions were seen in the mar-
kets as positive first steps, and the krona im-
proved somewhat over October and November.
As some commercial leads and lags ran off, the
krona gained Y, percentage point, in terms of its
official index, to 100.3, while declining some $
percent against a strengthening U.S. dollar to SK
4.36. At the end of November, Sweden’s foreign
currency reserves remained little changed from
the levels of last summer.

Nevertheless, concerns over the outlook for
Sweden’s fiscal and current-account deficits con-
tinued to weigh on the exchange market, and the
krona’s relative strengthening proved short
lived. Devaluation talk revived toward the year-
end, and commercial leads and lags turned
against the krona once more. On January 12 the
government announced its proposed budget for
the next fiscal year, beginning in July 1981. The
deficit was again projected to be large, but the
message lacked significapt new measures to
close the gap. The exchange market atmo$phere
deteriorated further, leading to strong selling
pressure on the krona. The Bank of Sweden was
obliged to intervene in size to avoid a sharp
deterioration of the krona against the official

index. On January 20, the Bank of Sweden
followed up by announcing a series of forceful
measures: hiking its discount rate 2 percentage
points to 12 percent and its penalty lending rate
fully 4 percent to 17 percent, raising long-term
rates about 1 percentage point, doubling the
bank’s cash reserve requirements from 2 to 4
percent, and imposing a ceiling on commercial
bank lending.

These actions led to a tightening of money
market conditions and to a sharp rise in interest
rates, but market participants continued to focus
on the need for éiear new measures on the fiscal
side. Consequently, the krona remained under
heavy selling pressure. The Bank of Sweden’s
sizable intervention continued, and the govern-
ment accelerated its pace of negotiating new
borrowings, including a $1 billion loan in the
Euromarkets. Even so, the intervention had be-
come so heavy that reserves were being drawn
down. Consequently, in late January the Bank of
Sweden drew $200 million under the swap agree-
ment with the Federal Reserve to be used as
bridge financing until new loans could be com-
pleted. Against the dollar, the krona declined a
further 5%, percent from November levels to SK
4.5900, while against the official index it slipped
to as low as 101 before recovering to 100.3 on the
last trading day of the month. On balance, Swe-
den’s reserves declined $500 million in Decem-
ber and January to $2.5 billion as of January 31.

After the turn of the month, however, the
immediate selling pressures on the krona lifted.
On February 2, employers and trade unions
reached an agreement on a wage package that
scheduled much more modest percentage in-
creases than in recent years and incorporated
cost-of-living provisions that would make de-
valuation even more improbable. On February 3,
the government announced a far-reaching pack-
age of fiscal measures, designed to scale back the
size and cost of government and to stimulate
private initiative. These developments were well
received in the exchange market, and funds
began to flow back into the krona, enabling the
authorities to replenish external reserves. O
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Staft Studies

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

From time to time the results of studies that
are of general interest to the professions and to
others are summarized—or they may be printed
in full—in this section of the FEDERAL RESERVE
BULLETIN.

STUDY SUMMARY

In all cases the analyses and conclusions set
Sforth are those of the authors and do not neces-
sarily indicate concurrence by the Board of Gov-
ernors, by the Federal Reserve Banks, or by the
members of their staffs.

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

BANKING STRUCTURE AND PERFORMANCE AT THE STATE LEVEL DURING THE 19705

Stephen A. Rhoades—Staff, Board of Governors

Prepared as a staff paper in late 1980.

The increase in mergers and acquisitions that
involved banks in different geographic markets
during the 1970s has sparked a growing interest
in the effect of bank mergers on statewide bank-
ing structure. While no systematic theoretical
framework provides a basis for analyzing
statewide banking structurc, recent institutional
changes and empirical evidence suggest that cer-
tain facets of state banking structure will influ-
ence bank conduct and performance. Moreover,
since the operations of most banks are, to a large
extent, limited to a single state, the state may be
an appropriate area for considering the issue of
undue or aggregate concentration.

This paper cxamines the levels and trends in
state banking structure and analyzes statewide
banking performance during the 1970s. The data
are used in statistical tests to determine the
relationship, if any, between (1) state banking
laws and trends in structure and (2) statewide
banking structure and performance.

The data on state banking structure and per-
formance during the 1970s indicate the following:

1. Statewide concentration was substantially
higher in statewide-branching states than in unit-
banking states.

2. Concentration in standard metropolitan sta-
tistical areas (SMSAs) was higher in statewide-
branching and limited-branching states than in
unit-banking states.

3. For both states and SMSAs, concentration
was higher within unit-banking and limited-
branching states where the level of multibank
holding company activity was high.

4. More banking organizations were located in
unit-banking than in limited-branching states,
and more in limited-branching than in statewide-
branching states.

5. Multimarket links were relatively numerous
in states with liberal branching laws and in those
with a considerable amount of multibank holding
company activity.
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6. Population per banking office was relatively
low in states with less restrictive branching laws.

7. Mergers and acquisitions were higher in
states with a high degree of multibank holding
company activity than in other states.

8. More new bank charters were issued in
states with restrictive branching laws than in
other states.

Furthermore, a statistical relationship between

statewide structure and performance is evident.
In view of these results, the implications of
statewide banking structure for bank perform-
ance deserve attention, both analytically and
empirically. Whatever is learned about bank
structure and performance at the state level is
likely to be relevant to banking structure at the
national level should interstate banking become
prevalent. U



Industrial Production

11

Released for publication March 17

Industrial production declined an estimated 0.5
percent in February, after successively smaller

- monthly increases since

October 1980. A rise of

0.4 percent is now estimated for January (the
initial estimate of the advance, published last
month, was 0.6 percent). In February, declines
occurred in most major components of the index,
with large decreases in durable goods for home
and construction supplies. At 150.8 percent of

the 1967 average, the

index was fractionally

below the level of December 1980 and about 1
\gercent below that of a year earlier.

N

Output of consumer goods declined 0.6 per-

cent in February; the reduction was limited by a
moderate increase in automotive products as
auto assemblies increased nearly 7% percent to
an annual rate of 5.8 million units from the very
low rate in January. Production of home goods
declined sharply, and output of consumer nondu-
rable goods, such as clothing and consumer
staples, was reduced moderately. Production of
business equipment edged down in February; a
sharp rise in building and mining equipment was

offset by a drop of more

than 3 percent in transit

equipment and small declines in other compo-
nents. Output of construction supplies fell sharp-
ly, 2.6 percent, after an average rise of 1.5
percent in each of the three preceding months.

Production of materials declined 0.3 percent in
February. Output of durable goods materials was
reduced 0.9 percent, after large increases in
earlier months; production of these materials
remained almost 4 percent less than that of a year
earlier. Output of nondurable materials edged
down slightly. Production of energy materials
increased 0.8 percent, reflecting a surge in coal
output,
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Grouping 1981 1980 1981 Feb-t 1980
o
Jan.P Feb.® Oct [ Nov. Dec. Jan. [ Feb Feb. 1981
Total industrial ffroduction ....... 151.5 150.8 1.9 1.7 1.0 4 -.5 -1.2
Products, total ................. 150,1 149.1 1.3 1.0 8 A -7 -7
Fial products........ ....... 148.3 147.6 1.3 1.2 .5 .1 -.5 —.1
Consumer good 147.4 146.5 1.6 1.0 -2 -2 -.6 -1.3
Durable ........ 138.3 137 1 5.2 2.4 1.3 -2.0 -.9 -5.1
Nondurable 151.0 150.2 3 .5 2 4 -.5 .
Business equipment. ....... 178.3 177.7 1.1 1.3 1.7 .5 -.3 1.0
Defense and space ...... ... 101.0 101.2 1.1 1.3 9 3 2 4.1
Intermediate products......... 156.9 154.7 1.2 7 1.7 .S -1.4 -2.8
Construction supplies ....... 146.9 143.1 2.3 1.6 13 1.5 -2.6 -7.0
Materials ............. ... . 153.8 153.3 2.8 2.8 1.3 9 -3 -2.0

p Preliminary. ¢ Estimated.

Noitr. Indexes are seasonally adjusted.
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Statements to Congress

Statement by Henry C. Wallich, Member, Board
of Governors of the Federal Reserve System,
before the Subcommittee on [nternational Fi-
nance and Monetary Policy of the Committee on
Banking, Housing, and Urban Affuirs, U.S. Sen-
ate, February 17, 1981.

I am pleased to testify on S. 144, a bill that would
facilitate the establishment and operation of ex-
port trading companies.

When I submitted a statement on export trad-
ing companies on behalf of the Board about 10
months ago, the United States had experienced
one of the largest quarterly trade deficits in our
history. At the time, this deficit was a cause of
some concern and comment, cven though it was
recognized as a temporary bulge associated with
the sharp rise in the price of imported oil. Since
that time, our exports have remained strong, and
as growth of imports has slowed, our trade
deficit has moderated considerably—by about $3
billion in 1980 despite an increase of $20 billion in
oil imports. And although we still have a sizable
trade deficit—as do nearly all oil-importing coun-
tries—unlike most other industrial countries, we
have the benefit of large and rising net reccipts
on investment income and other nontrade trans-
actions, which more than outweigh our trade
deficit. In sum, the United States is one of the
few industrial countries at this time with a sur-
plus on current account—goods, services (in-
cluding investment income), and transfers. Qur
position stands in sharp contrast with that of
continental European countries and Japan, all of
which are recording deficits on current account.

Recognition of the underlying strength of the
U.S. external position evidenced by this current-
account surplus has been one factor contributing
to the recent strength of the dollar in foreign
exchange markets.

In providing this background, I mean to em-
phasize two points. First, it is important for the
United States to continue to have a strong and
expanding export sector—one that encompasses

a broad range of domestic industries and firms.
Second, we are not faced with a crisis in our
trade position or an overall deterioration in inter-
national competitiveness, although particular in-
dustries certainly face strong foreign competi-
tion. Our present position enables us to address
issues of export policy from the perspective of
our long-term policy goals rather than as a reac-
tion to a crisis situation. In that context, I belicve
that a number of government policies could be
amended in ways that would contribute material-
ly to the exploitation of export opportunities by
the private sector. Among impediments to our
exports that have been cited are environmental
regulations, the absence of clear guidelines under
the Foreign Corrupt Practices Act, and require-
ments that certain U.S. exports be shipped in
American vessels.

The export trading company concept, properly
circumscribed to avoid undue exposure of do-
mestic banks, could also be useful in developing
our export capacity. The bill under consider-
ation, however, has provisions relating to bank
ownership of export trading companies that the
Board finds troublesome. My statement will be
confined to issues involving bank ownership.

Our concern has been over the degree of bank
ownership and participation in management of
trading companies that can prudently be permit-
ted, in light of the wide range of activities in
which trading companies have traditionally en-
gaged. The Board believes its concerns would be
met by generally limiting banks to noncontrolling
investments in trading companies. By contrast,
S. 144 would permit banks to make controlling
investments and to engage actively in the man-
agement of trading companies and would place
on bank supervisory agencies the responsibility
for developing regulations for bank-owned trad-
ing companies that would hold down the risks to
banks to acceptable levels.

The issue of bank control of trading companies
goes to the heart of issues that have been long-
standing in legislation and policy. The separation
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of banking and commerce has served this nation
well in promoting economic competition and a
strong banking system. A breach of that tradi-
tional separation in the case of trading companies
could be an important precedent for other areas.
This would adversely affect not only the safety
and soundness of our banks but also their role as
impartial arbiters of credit.

Control of an enterprise often implies a com-
mitment by a bank to place its full resources
behind the subsidiary. This is a generally accept-
ed corporate policy, and it is recognized in the
marketplace. Although a banking organization
may judge that it can operate an international
commercial banking business more efficiently
and safely through controlling investments in
affiliates, we believe that bank control and in-
volvement in management of nonfinancial affili-
ates would increase the potential financial risk to
the owning banks, as I will detail later. For this
reason, the Board has recommended that, as a
rule, bank ownership interest be limited to less
than 20 percent of the stock of an export trading
company.

At the level of ownership interest of 20 per-
cent, a bank can include in its earnings a propor-
tionate share of the earnings of a trading com-
pany. Under this rule of equity accounting, a
bank may have an incentive to push a trading
company into relatively risky types of operations
in the hope of realizing immediate gains for the
bank’s earnings. Such risky operations could
increase substantially the possibility that banks
would sustain losses from operation of trading
companies. In the Board’s view it is appropriate
to hold to a minimum the incentives for banks to
seek to aim at short-term profits in trading com-
panies in which they hold investments, and we
believe that this result can best be achieved by
setting the level of bank ownership interest at
less than 20 percent. At this lower level of
ownership, a bank could take into its earnings
only the dividends received from the trading
company.

This recommendation is more conservative
than the level of control specified in the Bank
Holding Company Act and used in S. 144 be-
cause the risks to banks from investments in
trading companies appear potentially much larg-
er than the risks associated with investments in
nonbanking activities that are now permissible

under the Bank Holding Company Act. In par-
ticular, trading companies are likely to be highly
leveraged; moreover, as commercial concerns
they would operate outside the traditional finan-
cial areas where banks have developed exper-
tise,

The risks to banks from this exposure would
be especially large if particular banks became
identified with, and had a significant manage-
ment interest in, trading companies. The bill
provides that the name of a trading company
shall not be similar to that of an investing bank.
This precaution would help insulate the bank
from the risks that attach to the operation of
trading companies, so long as the bank was
similarly insulated from participation in manage-
ment and the ownership interest of the bank was
relatively small. Otherwise, the market would
soon recognize the reality of control by the bank
and would associate the trading company with
the bank regardless of differences in names.

Losses that might result from failure of trading
companies could be large, especially with high
leveraging. One need not anticipate a loss as
large as that experienced several years ago by a
major Japanese bank—about $500 million—to
recognize the potential threat to a single institu-
tion. If such a shock occurred in an uncertain
financial environment, there could develop a
general distrust of other banks engaged in similar
lines of activity and a threat to the banking
system as a whole. Thus, the issue of bank
involvement with trading companies is related to
the potential soundness of the banking system.

The bill before this subcommittee, S. 144,
seeks to limit these risks by providing that con-
trolling investments by banks be subject to prior
approval by bank supervisors and to certain
statutory safeguards. These provisions would
inevitably involve the bank supervisors to a
substantial degree in decisions regarding oper-
ations of export trading companies. Bank super-
visors are not likely to be able to anticipate all
future eventualities in acting on applications.
Even with a high level of supervisory effort,
there will always be risks that cannot be foreseen
because of the broad range of activities of trading
companies.

The detailed supervision of trading companies
that might be called for under S. 144 would be
contrary to the philosophy adopted by the Board



in its recent amendments to Regulation K, which
sought to reduce the need for detailed supervi-
sory review and regulation of international bank
operations. I would expect that U.S. export
trading companies would be able to operate
much more eftectively in competing with foreign
companies if they were not subject to supervi-
sory restraints arising from the fact that they
were controlled by banks. A U.S. trading com-
pany might well have difficulty in competing with
foreign trading companies if the U.S. company
were subject to limitations on types of activities
or to capital ratios because it was controlled by a
bank. Yet limitations clearly would be needed if
banks owned trading companies. We can best
unleash the entreprenecurial talents of our trading
companies if we avoid bank involvement in their
ownership and management and rely on banks to
provide financing and related services.

I would stress, as I have on other occasions,
that bank capital is a scarce resource. If we
expect banks to play their part in financing the
increased capital investment needed in this coun-
try, we will need to resist the temptation to
encourage banks to divert capital from its tradi-
tional role as a support for lending activity—
which in my view is the way in which bank
capital can be used most productively.

I recognize that there might be room for a
limited number of exceptions to this general
norm. There might, for example, be instances in
which an export trading company designed for a
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specialized purpose—for example, a particular
project—might require strong bank sponsorship.
In such a circumstance, the risks associated with
bank control of a trading company might be
outweighed by the beneficial effect for U.S.
exports from trading company operations, and
the public interest might be served by permitting
one or more U.S. banks that have special exper-
tise to acquire ownership interests of more than
20 percent, provided that the exposure of the
trading company was reasonable in relation to its
activities. 1 would expect that the number of
exceptions would be relatively few and would
not encompass large general or multipurpose
export trading companies that would be capable
of standing on their own feet without bank spon-
sorship. Nor would an exception be available to
banking organizations that did not possess the
requisite expertise.

In general, it would appear appropriate to
structure these exceptional cases so that the
investing banking organization is a bank holding
company rather than a bank. This approach
would be consistent with the general scheme of
federal banking laws under which nonbanking
activities are performed by corporate entities
separate from banks.

If control of trading companies by banks were
permitted only when there was a clear need, the
purposes of the bill could be accomplished and at
the same time the banking system would not be
exposed to undue risk. ]

Statement by Nancy H. Teeters, Member, Board
of Governors of the Federal Reserve System,
before the Subcommittee on Consumer Affairs of
the Committee on Banking, Housing, and Urban
Affairs, U.S. Senate, February 18, 1981.

I am pleased to appear before you to present the
views of the Board of Governors on the proposed
““Cash Discount Act.”” Unlike the current law,
the proposal provides that a discount—in what-
ever amount—that is offered by a seller to a
customer to induce payment by cash, check, or
means other than an open-end credit plan or
credit card is not a disclosable finance charge

under the Truth in Lending Act. The bill would
also extend the current ban on the imposition of a
credit-card surcharge for another three years.
The Board has testified earlier in favor of
omitting these discounts from the finance charge
as a way of encouraging them, and I do so again
this morning. Also, as I have done previously, 1
must express the Board’s uncertainty about the
wisdom of prohibiting surcharges in view of their
economic similarity to discounts. Their permissi-
bility might in fact help assure that cash custom-
ers are not forced to subsidize credit-card users.
In our view, it is time to take a fresh look at the
cash discount issue. During the six years since
the Truth in Lending Act was first amended to
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encourage the offering of cash discounts, the
Congress has repeatedly considered the dis-
count-surcharge issue. Testimony has been de-
livered at length. The Federal Reserve, mean-
while, has carefully constructed regulations to
carry out the statutory provisions regarding
availability and notice to consumers of dis-
counts. Despite these congressional and regula-
tory efforts, we have not seen merchants offering
discounts—at least not to any appreciable de-
gree. If we believe that encouraging merchants to
reward cash buyers is a goal worthy of diligent
pursuit, then we must try to identify the impedi-
ments that have, in fact, discouraged the con-
cept.

Our guess is that the current limit of 5 percent
on the size of the discount is not the culprit.
Rather, it may, once again, be a case of govern-
ment regulation creating part of the problem—
regulation that is grounded on a set of well-
intentioned arguments, but that introduces such
friction into otherwise simple transactions that
compliance is simply not worth the merchant’s
risk or effort.

If this analysis is correct, two features in the
current regulation are probably most significant
in discouraging the development of cash-paying
incentive plans. First is the obvious difficulty in
drawing a clear economic distinction between a
permitted discount and a prohibited surcharge.
Discounts and surcharges may not be as identical
in practice as, say, a half-empty glass of water is
to a half-full one. Nevertheless, it is difficult to
quarrel with the fact that the distinction is, at
best, uncertain.

If a seller wants to impose a surcharge, it could
probably be done without running afoul of the
surcharge prohibition. The seller could simply
raise the price of an item by the amount the seller
wants to impose as a surcharge, making this new
price the ‘‘regular price,’”’ and then offer a lower
price to cash customers as a permitted discount.

Second, the well-intentioned protections in the
statute to insure equitable treatment of consum-
ers once again have led to seemingly complicated
regulatory provisions. The current statute and
the proposed bill specify that any discount must
be offered to ‘‘all prospective buyers.’’ Its avail-
ability must be disclosed to all of them ‘‘clearly
and conspicuously in accordance with regula-
tions of the Board.”” But who are ‘‘all prospec-

tive buyers’’? Those who present credit cards, or
all those who enter the merchant’s door? What
signs meet the test of ‘‘clear and conspicuous”
disclosure when there are several store en-
trances and numerous independent cash regis-
ters? How do you disclose to customers who
purchase by phone? May the discount be limited
to cerfain types of property? How about to
certain branches of stores? We have sought to
provide answers to these questions in our regula-
tions.

Unfortunately, by issuing rules beyond the
basic provision we have again probably made
simple things so complicated that the public
throws up its hands in frustration. Although in
our current proposals to simplify Regulation Z
we have proposed trimming back these regula-
tions, the obvious way for any merchant to avoid
regulatory burden is simply not to offer dis-
counts. And that, apparently, is what has hap-
pened.

1 therefore would recommend for subcommit-
tee consideration a very simple rule: that one-
time discounts or surcharges offered by the seller
for the purpose of inducing payment by cash,
check, or means other than use of an open-end
credit-card plan shall not constitute a finance
charge and that the availability of the discount or
surcharge be disclosed to customers. This rule
would leave out the specific requirement that
“all”” customers be notified and that any disclo-
sure be ‘‘clear and conspicuous’’——not because
we favor hidden plans but because of the uncer-
tainties this standard produces with the inevita-
ble need for clarification.

Of course, it is possible that authorizing dis-
counts and surcharges without calling them fi-
nance charges opens up a potential loophole in
the blanket embrace of Truth in Lending. Not
only are discounts essentially equivalent to sur-
charges but both are essentially equivalent to
finance charges. They do represent a cost of
using credit.

Therefore, if we are right that the 5 percent
Jimit has not itself been the impediment to mer-
chants offering discounts, this limit might be re-
tained to insure that the exclusion of dis-
counts and surcharges does not become a vehicle
that could be used to defeat the basic Truth
in Lending protections. In our view, the best
chance of accomplishing the goals the Congress



began pursuing six years ago would be to retain
this limit, but to allow discounts and surcharges
to be used with minimal further government
interference.

Attached to my statement is an appendix dis-
cussing certain technical problems that our staff
has identified with the current language of the
bill.! Although I have not referred to these issues
in my testimony, we would of course be happy to
answer any questions you may have on these
points.

With regard to title I1I, the technical amend-
ment to the Truth in Lending Act, 1 have no
hesitation in recommending adoption. In the
course of our efforts to revise and simplify Regu-
lation Z to conform with the Truth in Lending
Simplification and Reform Act of 1980, we have
received numerous questions regarding the sta-

71fThé ai)i)endix to this statement is available on request
from Publications Services, Board of Governors of the Feder-
al Reserve System, Washington, D.C. 20551,

Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Committee on Banking, Housing, and
Urban Affairs, U.S. Senate, February 25, 1981.

I am pleased to be here to discuss with you the
Monetary Policy Report of the Board of Gover-
nors that reviews economic and financial devcl-
opments over the past year and sets forth appro-
priate ranges for growth of money and credit for
1981.! Because | have already reviewed recent
developments with the committec, my emphasis
this morning will be on the present and future
concerns of monetary policy. In that connection,
1 would like to touch first on some more techni-
cal considerations of Federal Reserve operating
techniques.

As you well know, 1980 was a tumultuous year
for the economy and financial markets. While
most measures of the monetary and credit aggre-
gates grew at or very closc to our targct ranges

1. See “l\/ionelary Policy Report to Congress,”” pp. 195-208
of this BUT1ETIN,
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tus of the civil liability provisions. The statute
gives creditors the option of complying with the
new rules beginning on April 1, 1981, or waiting
until April 1, 1982, when compliance becomes
mandatory. However, uncertainty has arisen as
to whether creditors are protected by the new
civil liability provisions of the statute if they clect
to follow the new rules before April 1, 1982. Title
I11 makes it clear that the civil liability provisions
takc effect this April.

Without such protection, creditors will not
have the incentive they otherwise would have to
comply with the new regulations at an early date.
This outcome would seem to be contrary to what
we believe was the intent of the Congress. Both
consumers and creditors will benefit from the
new and simpler disclosure scheme. It would be
unfortunate if a technical problem turned out to
be an impediment to voluntary early compliance
with the new provisions during the transition
year. Thus, we wholcheartedly support this por-
tion of the bill. (]

for the year as a whole, considerable volatility
occurred from month to month or quarter to
quarter. Morcover, interest rates moved through
a sharp cycle and had considerable instability
over shorter time spans.

In the light of these developments, | initiated
in September a detailed study by Federal Re-
serve staft’ of the operating techniques adopted
by the Federal Open Market Committee in Octo-
ber 1979, looking, among other things, to the
question of whether the particular techniques we
employed contributed importantly to the ob-
served volatility. Those techniques place empha-
sis in the short run on following a path of
nonborrowed reserves.

The study drew upon the substantial body of
staff expertise both at the Board of Governors
and at the regional Federal Reserve Banks, thus
providing a variety of viewpoints and analytic
approaches. The Federal Open Market Commit-
tee (FOMC) has had some discussion of the
findings, and we are now at a point at which the
work can be made available to interested outside
cxperts. To assure full review, Board staft will be
arranging ‘‘seminars,”’ as appropriate, with
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economists having a close interest in these mat-
ters.

Among the important questions at issue is
whether alternative techniques would promise
significantly better short-run control over the
monetary and credit aggregates and whether
such techniques would imply more interest rate
instability, We also examined again the signifi-
cance for the economy and for basic policy
objectives of monthly, quarterly, or longer devi-
ations of monetary growth from established tar-
get ranges.

For the convenience of the committee and
others, 1 have listed in this text some of the
technical findings that may be of more general
interest.

1. The work confirms that the week-to-week
money supply figures are subject to a consider-
able amount of statistical ‘‘noise”’—unpredict-
able short-run variations related to the inherent
difficulty of computing reliable weekly seasonal
adjustment factors and other random distur-
bances. One analysis suggests that the random
element in the weekly M-1 data, as first pub-
lished, is about $3 billion, plus or minus. While
those variations average out over time, they
could amount to $1% billion on a monthly aver-
age basis, equivalent to a change of 4', percent
at an annual rate.

2. No clear evidence was found that, in the
present institutional setting, alternative ap-
proaches to reserve (or monetary base) targeting
would increase the precision of monetary con-
trol. Indeed, in current circumstances, some
other approaches would appear to result in less
precision in the short run. Perhaps more signifi-
cant, the linkage between any reserve measure
and money in the short run was loose; economet-
ric tests seem to suggest that, even assuming
absolute precision in meeting a reserve target
(which is not in fact possible), monthly M-1
measures would be expected to deviate from the
target by more than 8 to 10 percent, plus or
minus (at an annual rate), one-third of the time.
Those deviations should tend to average out over
time, so that much closer control could be
achieved over a period of three to six months,
assuming no constraints on operations from in-
terest rates or other factors. Those econometric
results are consistent with the actual experience
of 1980.

3. Pursuing the closest possible short-run con-
trol of the money supply by any technique entails
a willingness to tolerate large changes over short
periods of time in short-term interest rates—
greater than were experienced in 1980. The tech-
nique actually employed, as expected, contribut-
ed to more day-to-day or week-to-week volatility
than earlier procedures, but presumably not so
much as other, more rigid reserve targeting ap-
proaches. Experience in 1980 also strongly sug-
gested that short-run changes in money market
rates became more highly correlated with fluctu-
ations in long-term interest rates, which may be
of more significance to investment and financial
planning. The degree to which that closer associ-
ation reflected uncertainty and a learning process
unique to 1980 or is inherent in reserve-based
targeting cannot be determined at this time.

4. Interest rate instability associated with the
new techniques per se is extremely difficult to
distinguish from other sources of interest rate
fluctuation. However, the major swings in inter-
est rates during the year—historic peaks in early
1980, the sharp drop in the spring, and the return
to historical highs—can be traced to disturbances
in the economy itself, to the imposition and
removal of credit controls, to the budgetary
situation, and to shifting inflationary expecta-
tions. Indeed, while much compressed in time,
the broad interest rate fluctuations were, in rela-
tive magnitude, not out of keeping with earlier
cyclical experience.

5. Money supply fluctuations last year over
periods of a quarter or so were probably larger
than might have been expected on the basis of
econometric analysis of reserve control tech-
niques. The inference from the study is that the
credit control program and other external
‘“‘shocks” could have been responsible. At the
same time, the evidence is that the quarterly
deviations in money growth from the trend for
the year did not have an important influence on
economic activity. If money growth had some-
how been held constant, short-run interest rate
variability would have been still larger.

In analyzing the results of the study and given
the basic intent to control monetary and credit
growth within target ranges over a period of
time, the FOMC continues to believe present
operating techniques are broadly appropriate.
Assuming the present institutional structure, al-



ternative reserve control approaches do not ap-
pear to promise more short-term precision. We
do, however, have under consideration possible
modifications and improvements. Without going
into technical detail, such matters as more fre-
quent adjustment of the discount rate, more
forceful adjustments in the “‘path’ for nonbor-
rowed reserves when the money supply is “‘off
course,”” and a return to contemporaneous re-
serve accounting are being actively reviewed. In
each case, the possible advantages in terms of
closer control of the monetary aggregates need to
be weighed against other considerations, includ-
ing contributing to unnecessary short-run volatil-
ity of interest rates.

As a personal observation, 1 would emphasize
that swings in the money and credit aggregates
over a month, a quarter, or even longer should
not be disturbing (and indeed may in some situa-
tions be desirable), provided there is understand-
ing and confidence in our intentions over more
significant periods of time. A major part of the
rationale of present, or other reserve-based,
techniques is to assure better monetary control
over time. I believe, but cannot ‘“‘prove,” that
the money supply in 1980 was held under closer
control than if our operating emphasis had re-
mained on interest rates. I hope 1980 was in-
structive in demonstrating that we do take the
targets seriously, as a means both of communi-
cating our intentions to the public and of disci-
plining ourselves.

In that light, 1 would like to turn to the targets
for 1981. Those targets were set with the inten-
tion of achieving further reduction in the growth
of money and credit—returning such growth
over time to amounts consistent with the capaci-
ty of the economy to grow at stable prices.
Against the background of the strong inflationary
momentum in the economy, the targets are frankly
designed to be restrictive. They do imply restraint
on the potential growth of the rominal gross na-
tional product. If inflation continues unabated or
rises, real activity is likely to be squeezed. As
inflation begins noticeably to abate, the stage will
be set for stronger real growth. Monetary policy is,
of course, designed to encourage that disinflation-
ary process. But the success of the policy and the
extent to which it can be achiecved without great
pressure on interest rates and stress on financial
markets, already heavily strained, will also depend

Statements to Congress 239

on other public policies and private attitudes and
behavior.

Abstracting from the impact of shifts into
negotiable order of withdrawal (INOW) accounts
and other interest-bearing transaction accounts,
growth ranges for the narrower monetary aggre-
gates—M-1A and M-1B—have been reduced by
Y, percent to 3-5'% percent and 3%-6 percent
respectively. Growth last year from the fourth
quarter 1979 average to the fourth quarter 1980
average (when adjusted for shifts into NOW
accounts) approximated 6%, percent and 6%, per-
cent, just about at the top of the target range.”
Consequently, the new target ranges imply a
significant reduction in the monetary growth
rates.

The FOMC did not change the targets for M-2
or M-3. In the case of M-2, the upper ¢nd of the
range was exceeded by about ¥, percent in 1980,
and M-2, which includes new forms of market-
rate savings instruments and the popular money
market mutual funds, has shown some recent
tendency to grow more rapidly relative to the
narrow aggregates. In the past few years, growth
of M-2 has been much closer to the growth of
nominal GNP than has growth of M-1. Should
those conditions prevail in 1981, actual results
may well lie in the upper part of the range
indicated. M-3, which includes instruments such
as certificates of deposit used by banks to fi-
nance marginal loan growth, is influenced, as is
bank credit itself, by the amount of financing
channeled through the banking system as op-
posed to the open market. Changes in those
aggregates must be assessed in that light.

I must emphasize that both M-1 series, as
actually reported, are currently distorted by the
shift into interest-bearing transaction accounts.
Those shifts were particularly large in January,
when for the first time depository institutions in
all parts of the country were permitted to offer
such accounts. As the year progresses, we antici-
pate that the distortion will diminish as has
already been the case in February. However,

2. Growth, as statistically recorded, was 5 percent for

M-1A in 1980 and 7Y, percent for M-1B. Available evidence
suggests that about two-thirds of the transfer into interest-
bearing checking accounts in 1980 refiected shifts from
M-1A, *‘artificially’’ depressing M-1A, and about one-third
reflected shifts from savings or other accounts, ‘‘artificially”
raising M-1B. The data and the targets cited are calculated as
if such shifts did not take place.
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any estimate of the shifts into NOW-type ac-
counts for 1981 as a whole and the source of
those funds must be tentative.

Survey results and other data available to us
suggest that perhaps 80 percent of the initial
shifts during January into NOW and related
accounts were from demand deposits included in
M-1A, thus “‘artificially’” depressing that statis-
tic. The remaining 20 percent was apparently
shifted from savings accounts (or other invest-
ment instruments), ‘‘artificially’’ increasing
M-1B. More recent data suggest that the propor-
tion shifting from demand deposits, while still
preponderant, may be slowly falling. Making
allowance for these shifts, M-1A and M-IB
through mid-February of this year have remained
near the average level of December. At intervals
we plan to publish further estimates of the shifts
in accounts and their implications for assessing
actual growth relative to the targets. But 1 cannot
emphasize too strongly the need for caution in
interpreting published data over the next few
months,

Once these shifts are largely completed, we
plan publication of a single M-1 series. In that
connection, I must note that the behavior of an
M-1 series containing a large element of interest-
bearing deposits, with characteristics of savings
as well as transaction accounts, is likely to alter
relationships between M-1 and other economic
variables. For that and other reasons, the signifi-
cance of trends in any monetary aggregate even
over long periods of time must be analyzed
carefully, and, if necessary, appropriate adjust-
ments in targets must be made.

Those technical considerations should not ob-
scure the basic thrust of our policy posture. Qur
intent is not to accommodate inflationary forces;
rather, we mean to exert continuing restraint on
growth in money and credit to squeeze out
inflationary pressures. That posture should be
reflected in further deceleration in the monetary
aggregates in the years ahead and is an essential
ingredient in any effective policy to restore price
stability.

During 1980 despite the pressures arising from
sharply higher oil prices and the strong momen-
tum of large wage settlements and other factors,
inflation did not increase. But the hard fact is
that we, as a nation, have not yet decisively
turned back the tide of inflation. In my judgment,

until we do so prospects for strong and sustained
economic growth will remain dim. [n that con-
nection, forecasts by both the administration and
members of the FOMC anticipate continuing
economic difficulties and high inflation during
1981.

I have emphasized on a number of occasions
that we now have a rare opportunity to deal with
our economic malaise in a forceful, coordinated
way. As things stand, the tax burden is rising;
yet, in principle the need for tax reduction—tax
reduction aimed to the maximum extent at incen-
tives to invest, to save, and to work—has come
to be widely recognized. Regulatory and other
government policies have tended to increase
costs excessively and damage the flexibility of
the economy; but realization of the need to
redress the balance of costs and benefits is now
widespread. Despite efforts to cut back from
time to time, government spending has gained a
momentum of its own; now, the possibility of
attacking the problem head on presents itself.
We are all conscious of the high levels of interest
rates and strains in our financial system; yet,
there is widespread understanding of the need for
monetary restraint.

The new administration is clearly aware of
these realities and has set forth a program of
action. It has seized the initiative in moving from
opportunity to practical policy.

I know that the case is sometimes made that
monetary policy alone can deal with the inflation
side of the equation. But not in the real world—
not if other policies pull in other directions,
feeding inflationary expectations, propelling the
cost and wage structure upward, and placing
enormous burdens on financial markets with
large budgetary deficits into the indefinite future.

That is why it seems to me so critical—if
monetary policy is to do its job without unduly
straining the financial fabric—that the federal
budget be brought into balance at the earliest
practical time. That objective cannot be achieved
in a sluggish economy. Moreover, tax reduc-
tion—emphasizing incentives—is important to
help lay the base for renewed growth and pro-
ductivity. For those reasons, the linchpin of any
effective economic program today seems to me
early, and by past standards massive, progress in
cutting back the upward surge of expenditures,
on and off budget.



We know the crucial importance of restraint
on money and credit growth. When 1 am asked
about the need for consistency among all the
elements of economic policy—a policy that can
effectively deal with inflation and lay the ground-
work for growth—I must emphasize the need to
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combine that monetary restraint with spending
control.

Cutting spending may appear to be the most
painful part of the job—but I am convinced that
the pain for all of us will ultimately be much
greater if such cutting is not cccomplished. (]

Chairman Volcker gave a similar statement
before the House Committee on Banking, Fi-
nance and Urban Affairs, February 26, 1981.

Statement by J. Charles Partec, Member, Board
of Governors of the Federal Reserve System,
before the Subcommittee on Telecommunica-
tions, Consumer Protection and Finance of the
Committee on Energy and Commerce, U.S.
House of Representatives, February 26, 1981.

1 appreciate the opportunity to appear before this
committee to discuss H.R. 1294, a bill to extend
margin credit regulations to the acquisition of
U.S. corporations by foreign persons using cred-
it obtained from forcign lenders, as well as
House Concurrent Resolution 59, which calls for
a study by the Securities and Exchange Commis-
sion (SEC) and the Department of Commerce on
the effects of such foreign acquisitions on our
economy.

It is my understanding that H.R. 1294 and its
companion bill in the Senate, S. 289, would make
it unlawful for a foreign lender to extend credit
and for a foreign national to obtain credit in
excess of the margin requirements of the Federal
Reserve Board when that credit would finance
certain acquisitions of U.S. securities.

The Board recognizes that the purpose of H.R.
1294 is to provide for equity between domestic
and foreign interests in the area of corporate
acquisition financing. But our experience in mar-
gin regulation leads us to the view that the
proposed legislation would create many prob-
lems and that its costs would probably be well in
excess of its benefits.

At the outset, [ would like to point out that the
Board has been concerned with the possibilitics
for circumventing the margin regulations through
extensions of credit abroad ever since the regula-
tions were first imposed in the 1930s. From the

beginning, however, we have faced the insolv-
able problem that, becausc of the complexity and
flexibility of financial arrangements made outside
the United States, it would be quite impossible to
monitor this source of credit with anything like
the same effectiveness expected of domestic
margin regulation,

A prior attempt by the Board to regulate in the
area of foreign securities credit transactions may
serve to clarify some of the problems encoun-
tered, which still appear relevant in the context
of the proposed legislation.

In 1963 a special study of the securities mar-
kets pointed to the problems created by the
availability of credit from foreign sources. The
study found that foreign credit sources were
significant sources of funds for large purchases of
securities. Prompted by the findings of this
study, the Board subsequently took the position
that when credit is used in connection with a
securities purchase effected on a domestic ex-
change, or that otherwise had its impact in this
country, then that credit came within the pur-
view of the Board’s responsibilities, and persons
subject to U.S. jurisdiction could be prohibited
from acting on behalf of the parties. The Board,
realizing that it was nearly impossible for a
securities transaction originating abroad to be
executed in the United States without the help of
a domestic agent, proposed to amend its margin
regulations to forbid persons already subject to
these regulations to perform services connected
with any credit associated with the transaction
unless the loan was in conformity with the appli-
cable margin requirements. The Board stated
that the so-called agency proposals were directed
against ¢xcessive credit flowing into the securi-
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ties markets in circumvention of the other provi-
sions of section 7 of the Exchange Act.

Adverse public comment on this proposal gen-
erally reflected strong representations that the
application of credit regulations to foreign banks
could violate international law. Commentators
feared that the proposed rule would be viewed
abroad by foreign financial institutions as an
unacceptable intrusion into their affairs and an
attempt by the Board to extend its influence and
jurisdiction beyond the borders of the United
States.

Still another objection to the proposed agency
provision was the difficulty in its application to
the foreign financial community and the lack of
any capability for insuring effective enforcement
abroad. Critics stated that a foreign bank could
not comply with a regulation having no force of
law in its own country, without establishing
costly controls and procedural followups as a
voluntary matter. The expectation that foreign
banks would do this and continue to uphold such
procedures years after they were instituted was
thought to be unrealistic, in the absence of any
domestic supervisory authority. This is a rel-
evant concern with respect to H.R. 1294 because
the Board’s margin rules apply not only when
credit is initially extended, that is, when the 13D
or 14D filings are made, but throughout the life of
the loan.

In 1968 these considerations caused the Board
to modify its agency proposals to permit domes-
tic banks to act as agents for foreign banks in
certain circumstances. The changed proposal
represented an important shift of position, away
from the attempt to control the flow of all foreign
credit into the domestic securities markets to the
more limited objective of preserving the integrity
of the Board’s margin regulations by preventing
evasions on the part of U.S. persons resulting
from the use of foreign credit sources.

This more limited objective was finally
achieved when, in 1971, Regulation X was pro-
mulgated by the Board with the stated purpose of
“‘preventing the infusion of unregulated credit
into U.S. securities markets.”” The new regula-
tion was limited to U.S. borrowers and foreign
nationals who were controlled by or otherwise
acting on behalf of U.S. residents, and it shifted
focus from the foreign credit source—over which
our jurisdiction was questionable—to the U.S.

borrower or his agent, where enforcement sanc-
tions were available.

Our experience indicates to us that the benefits
derived from any wider reach of the margin rules
would not be justified by the costs. I see these
costs as difficult and controversial enforcement
issues, antagonism from foreign financial institu-
tions and governments, and, quite possibly, the
retaliatory imposition abroad of new barriers to
the free flow of capital.

1 realize that corporate takeovers, both friend-
ly and unfriendly, often generate much notoriety
and controversy. All takeovers, however, should
not be viewed in a negative light. In fact, such
acquisitions by foreign or domestic interests are
often welcomed by financially troubled Ameri-
can corporations and can serve the important
economic purpose of revitalizing inefficient
firms.

Even if it were determined that foreign take-
overs were undesirable as a matter of public
policy, I believe that the imposition of margin
requirements on foreign credit transactions
would not be the most effective vehicle in pre-
venting such corporate activity.

First, the proposed legislation would not reach
corporate takeovers in which credit is not used.
Acquisitions financed with corporate earnings or
through an exchange of shares are not subject to
the margin regulations and would therefore re-
main unaffected. Also, a substantial foreign firm
could usually assemble sufficient collateral or
borrow on an unsecured basis to meet the rules,
at least for the time it would take to file and
process the required 13D or 14D statement and
for the acquisition to be consummated.

Second, the proposed legislation would apply
to all acquisitions of 5 percent or more of compa-
nies subject to registration under section 12—a
percentage of ownership that does not necessar-
ily indicate that the acquirer intends to control
the corporation whose stock it purchases. In
fact, such acquisitions often are made for invest-
ment purposes only, with no view to ultimate
corporate change.

Finally, the proposed legislation would apply
only to acquisitions of corporations subject to
registration under section 12 of the Securities
Exchange Act of 1934, and not to many impor-
tant U.S. corporations that are closely held or
otherwise are exempted from SEC coverage.



You have also asked for Board comment on
Concurrent Resolution 59, with respect to the
type of information that would throw light on the
impact on the U.S. economy and on U.S. securi-
ties markets of the acquisition of U.S. companics
by foreign nationals. Adequate statistical infor-
mation is available on such acquisitions; we have
just had the first results of a new annual reporting
system developed by the Commerce Depart-
ment, which provides a wealth of data on the
acquisitions made by foreigners in 1979. More-
over, data have been collected for many years in
connection with the preparation of the U.S.
international accounts. I would doubt, therefore,
that anything more needs to be done along those
lines.

There are limits, however, to what can be
learned from data stemming mainly from corpo-
rate accounts—balance sheets, profit and loss
statements, and related records. Such informa-
tion is extremely helpful in portraying the share
of various aspects of the U.S. economy—pro-
duction, employment, earnings, and so forth—in
which foreign-owned U.S. firms, both old and
new, participate. But the question of economic
impact on the economy is considerably broader
and goes beyond such quantitative measure-
ments. Our national interest is concerned primar-
ily with finding ways to make the economy work
more efficiently; to be more innovative in techni-
cal and managerial techniques; and to reach into
areas of industry or commerce that are falling
behind economically but may be revived with an
infusion of new capital, or new management, or
new ideas. When we look at the impact of
corporate acquisitions on the U.S. economy,
whether foreign or domestic, these seem to be
the most relevant factors.

What this suggests is that it might be useful to
take a look at a cross section of acquisitions and
attempt to develop a qualitative evaluation of the

Statements to Congress 243

possible benefit, or possible damage, of the
change in ownership and management. Such a
survey could provide a valuable supplement to
the quantitative material that is already avail-
able. The early history of foreign investment in
the United States shows many examples of for-
eign initiative here that significantly influenced
our own economic development; and even
though the United States became the predomi-
nant exporter of industrial capital many years
ago, ample room still exists for us to benefit from
healthy injections of investment and ideas origi-
nating elsewhere.

On the question of the effects on U.S. securi-
ties markets, we at the Board are not aware of
any generalized adverse impacts from the acqui-
sition activities of foreign investors. Last year
there was unusually active foreign interest in
U.S. equity markets, with gross foreign pur-
chases of U.S. stocks near $40 billion and net
purchases of about $5 billion. In fact, however,
this activity is generally welcomed as a sign of
the overall attractiveness of the U.S. economy.
Such purchases tend to make it easier for all U.S.
corporations to obtain equity financing in the
market.

A remote possibility exists that specific foreign
purchases aimed at acquiring substantial inter-
ests in U.S. companies might disturb some sec-
tor of the market, but it should be recognized
that any conceivable activity would still account
for only a tiny share of total transactions in our
markets. We are not aware of policies in foreign
countries aimed at stimulating foreign acquisi-
tions of U.S. firms. Indeed, most countries
would probably envy the ability of the United
States to attract sizable capital inflows, especial-
ly in the current environment, in which sharply
higher oil prices have meant that almost all
industrial nations are facing large current-ac-
count deficits. a

Statement by Paul A, Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Committee on Ways and Means, U.S.
House of Representatives, March 3, 1981.

I am pleased to be here to discuss with you some
considerations relevant to your deliberations

about economic policy. The Ways and Means
Committee of course carries the responsibility
for originating tax legislation and has large
spending programs under its immediate purview.
The responsibilities of the Federal Reserve lie in
the area of monetary policy. Mutual understand-
ing of our purposes and policies seems to me
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critical to achieving more satisfactory economic
performance and to the success of the program
outlined by the President.

The economy entered 1981 on an upward
trajectory, extending the recovery in activity
from last year’s brief but sharp recession. Janu-
ary saw further gains in retail sales, employment,
and industrial production and—despite high in-
terest rates—continued stability in housing
starts, On the whole, the demand for goods and
services has continued to prove more buoyant
than most analysts had expected.

However, as we all know, unemployment and
inflation remain at unacceptably high levels.
There have been strong pressures in financial
markets. Moreover, as things stand, the outlook
is far from satisfactory. In particular, it is clear
that we will be unable to have sustained econom-
ic expansion unless we are successful in bringing
inflation down. Monetary policy is and will re-
main directed toward that priority objective.
But, in my judgment, to continue to rely on
monetary and credit restraint almost alone to
deal with inflation would pose large and unneces-
sary risks—risks of financial strains and of exces-
sive costs in terms of growth and investment.

Last year, monetary restraint was the key
factor in keeping inflation from accelerating in
the face of rising oil prices and other factors.
Important as it was, that ‘‘holding action’ was
accomplished only at the expense of historically
high interest rates, impinging strongly on some
areas of the economy and on investment general-
ly. In these circumstances, the monetary re-
straint essential to deal with inflation urgently
needs to be combined with other effective ac-
tions to relieve pressures on financial markets, to
reduce costs, to spur investment and productiv-
ity, and to encourage risk-taking. In the best of
circumstances, it will take time to bring results,
and the process of change almost inevitably will
involve some pain. But, with the new President
seizing the initiative, I also believe we have a
virtually unparalleled opportunity to achieve a
consensus for effective action in a number of
directions.

As you know, I testified last week before the
banking committees of the House and Senate,
presenting the intentions of the Federal Reserve
with respect to monetary and credit growth for
1981. Without repeating the details, those targets

are consistent with further reduction in the
growth of money and credit this year. Against
the background of the strong inflationary mo-
mentum in the economy, the targets are frankly
designed to be restrictive, as they must be if we
are to look toward a winding down of the infla-
tionary process. And, while we only look a year
ahead in setting out specific growth ranges for
the various money and credit aggregates, further
reductions will be necessary in the years ahead
to return monetary growth to amounts consistent
with the capacity of the economy to grow at
stable prices.

The narrow money aggregates, M-1A and
M-1B, are currently distorted by rapid institu-
tional change—the introduction of negotiable or-
der of withdrawal (NOW) accounts and other
interest-bearing transaction accounts nation-
wide. Abstracting from the impact of shifts into
those accounts, our intentions are reflected in a
reduction of targeted growth ranges by ' per-
cent (to 3 to 5% percent and 3'% to 6 percent) for
M-1A and M-1B respectively. Growth last year
from the fourth-quarter-1979 average to the
fourth-quarter-1980 average (when adjusted for
shifts into NOW accounts) approximated 6%
percent and 6%, percent, just over the top of the
target range.! Consequently, the new target
ranges imply a significant reduction in the mone-
tary growth rates.

The Federal Open Market Committee did not
change the targets for the broader M-2 or M-3
aggregates, which include various types of sav-
ings and time deposit accounts. The relationship
between M-2, M-3, and the narrower aggregates
has changed over recent years and this year’s
targets are consistent with further restraint
across the entire range of monetary measures.
Indeed, because actual growth in 1980 was ¥,

1. Growth, as statistically recorded and published, was §
percent for M-1A in 1980 and 7Y, percent for M-1B. Available
evidence suggests about two-thirds of the transfer into inter-
est-bearing checking accounts in 1980 reflected shifts from
M-1A, “‘artificially’’ depressing M-1A, and about one-third
reflected shifts from savings or other accounts, “‘artificially’’
raising M-1B. The data and the targets cited in the text are
calculated as if such shifts did not take place.

For 1981 the target ranges for growth of M-1A and M-IB
before adjustment for these shifts are —4'%, to —2 percent
and 6 to 8' percent respectively. See ‘‘Monetary Policy
Report to Congress,”” pages 195-208 in this BULLETIN for a
complete discussion of the impact on the 1981 targets of
nationwide NOW account growth.



percent or more above the upper end of the
indicated range, success in reaching the target
range in 1981 implies significantly lower growth.

I cannot emphasize too strongly the need for
care in interpreting the actual data for monetary
and credit growth as the year progresses. As I
indicated, both M-1 series are currently distorted
by the shift into interest-bearing transaction ac-
counts. As the year progresses, we anticipate the
distortion will diminish, and from time to time we
will provide estimates of the effects of the shifts
on the data. But beyond that particular source of
distortion, the data are subject to considerable
volatility from month to month or quarter to
quarter. What counts is the trend over a reason-
able period of time.

Those technical considerations should not ob-
scure the basic thrust of our policy posture. Our
intent is not to accommodate inflationary forces
but rather to continue the restraint on growth in
money and credit that is necessary to squeeze
out inflationary pressures. Whereas there can be
debate about timing and degree, the need for that
basic discipline is common to virtually all
schools of economic thought and is, of course,
recognized in the administration’s program for
economic recovery.

Restraint on monetary expansion does place
broad limits on the potential growth of the nomi-
nal gross national product—that is, the combined
result of changes in real output and the price
level. It implies that all the demands for money
and credit potentially generated by an economy
both growing and inflating cannot be met. So
long as inflation continues unabated or rises, real
activity is likely to be constrained. But as infla-
tion begins noticeably to abate, the stage will be
set for stronger—and sustained—real growth.
Monetary policy is, of course, designed to en-
courage and speed that disinflationary process.
But the success of such a policy—particularly
the extent to which it can be pursued without
great pressure on interest rates and aggravating
strains in financial markets—also will depend on
other public policies and private attitudes and
behavior.

I must emphasize the risks and difficulties of
dealing with inflation entirely by monetary poli-
cy—of failing to bring other policies into support
of that objective. If budgetary and other policies
pull in the opposite direction—if those policies
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feed inflationary expectations, propel the cost
and wage structure upward, add unnecessary
regulatory costs, and fail to reduce and in time
eliminate deficit financing—then the danger of a
kind of collision in financial markets between
public and private borrowers will be intensified.

But that risk can be minimized in the short run
and the groundwork laid for renewed prosperity
in the 1980s by forceful, coordinated actions.
Fortunately, there appears to be broad recogni-
tion of the nature and urgency of our problems
and a willingness to bring to bear a new discipline
in fiscal and regulatory policy.

To that end, the new administration has set
forth a sweeping new program of action encom-
passing an array of spending cuts and tax reduc-
tions. There will properly be debate about the
specific components of that program. Estimates
of its precise impact on the economy this year
and next will vary, just as such estimates would
be challenged for any program. The simple fact is
that we have not been able to count on any
economic forecasting technique to provide con-
sistently reliable results in recent years in the
face of the virtually unprecedented nature of our
economic problems, severe energy shocks, and
volatile expectations. In these circumstances, I
personally would be cautious in interpreting the
results of any economic model so far as the
precise timing and magnitude of future economic
developments are concerned. But that does not
mean that valid judgments cannot be reached
about the general shape, size, and direction of
needed policy changes. Economic analysis
seems to me to point clearly to the following
conclusions:

1. Against the background of the federal tax
burden reaching the highest level in our history,
tax cuts are needed to encourage greater invest-
ment, productivity, and work effort.

2. At the same time, a continued need to
finance huge budgetary deficits in congested
financial markets into the indefinite future would
threaten the availability of funds to private bor-
rowers, including businesses that must under-
take the needed productive investment as well as
to the homebuilding industry and others heavily
dependent on borrowed funds.

3. In these circumstances, the amount of tax
reduction that can be prudently undertaken is
dependent on cutting back the inexorable rise in
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federal spending, on and off budget. The larger
the spending cuts, the greater the prospects for
reducing the strains in financial markets and for
turning back inflation.

4. In the best of circumstances, there are
limits to the amount of revenues that, in the short
run, can be foregone as a result of tax cuts. Thus,
from the standpoint of general economic policy,
the emphasis in tax reduction should, to the
maximum extent feasible, be placed on measures
that promise to increase incentives to work, to
invest, and to save.

5. At a time when we are fighting inflation,
other government policies that increase costs,
inhibit competition, and impair the flexibility of
the market economy need urgent review. Costs
of regulatory policies must be assessed against
the benefits. Our markets must be open to com-
petition from home and abroad to spur innova-
tion and productivity, and government should
reexamine policies that tend to place an exces-
sively high and rising floor under certain costs
and prices.

This committee is deeply involved in the cru-
cial fiscal decisionmaking. I know that tax and
spending cuts, by their very nature, involve
difficult considerations of fairness as well as
economic efficiency. It is not appropriate for the
Federal Reserve to intrude on the details of that
decisionmaking process. But I would emphasize
one point central to economic policy generally
and the relationship to monetary policy in par-
ticular.

To me, the linchpin of the whole economic
program is early and, by past standards, massive
progress in cutting back the upward surge of
federal expenditures. Those spending cutbacks
are necessary to clear the way for sizable tax
reduction and to permit early progress toward
the goal of a balanced budget.

I know the difficulties and constraints—the
need to increase defense spending, to protect the
truly needy, to pay interest, and to maintain
strength and continuity in other essential pro-
grams. But the budget is huge and has increased
by more than a third in real terms over the last
decade. Surely there is ample room for cutting if
there is the will, and the administration proposals
for specific cuts over a broad array of programs
point the way.

I must emphasize that, from the standpoint of
general economic policy, all the risks seem to me
on the side of not cutting back the rise in
spending enough. Every dollar of added savings
can only help head off tensions in financial
markets, make room for more private invest-
ment, and provide an appropriate setting for
prudent and needed tax reduction. In that con-
nection, I would remind you that even the specif-
ic cuts proposed by the administration, large as
they are, are only a kind of progress payment
toward what needs to be done to bring the budget
into balance in reasonably prosperous economic
conditions. Further very sizable reductions are
indicated in the program for fiscal 1983 and
beyond. The sooner that process is started, the
better will be the prospects for changing public
attitudes and economic performance.

I would like to make one last point before
concluding. The need to reduce inflation as part
of any effective economic program is now widely
recognized, and the Federal Reserve has an
indispensable role to play in that process. How
soon our efforts in that direction succeed, and
how soon we can look forward to healthy growth
and reduced unemployment, will depend in large
measure on how quickly attitudes toward infla-
tion change in the private sector, and how those
new attitudes are reflected in pricing and wage
decisions.

Strong upward momentum in wage contracts
and pricing policies will ultimately be inconsis-
tent with a commitment to monetary and fiscal
restraint, and inimical to the interests of both the
nation and the particular firms and workers in-
volved. After years of inflation, attitudes and
expectations are not likely to change easily. That
is why our commitment to restraint must be
strong, visible, and sustained.

I believe the monetary targets of the Federal
Reserve are consistent with that need. Demon-
strated progress on the fiscal side is also a
necessary ingredient. And, in the end, we will
need to see visible progress toward price stabil-
ity—an objective that for far too long has eluded
us. All of this will inevitably require harsh
choices. But 1 know of no feasible alternatives.
And I am convinced that the difficulties for all of
us will ultimately be much greater if these
choices are not squarely confronted now. O
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PUBLICATION OF
CAPITAL FORMATION STUDY

Since the early seventies, increasing attention
has been focused on the adequacy of the rate of
capital formation in the United States. To im-
prove its understanding of the economic issues
underlying the discussion of capital adequacy,
the Board of Governors, through its Committee
on Research and Statistics, directed the staff to
study the determinants of capital formation and
the public policy measures that might be institut-
ed to improve the prospects for real investment
in the economy.

Public Policy and Capital Formation publishes
the results of that study. It contains 19 papers
that focus on the various issues involved and
were prepared by members of the research staffs
within the Federal Reserve System.

The heightened interest in capital formation
has likely resulted from a number of recent
trends and events. Productivity growth has been
slow throughout the 1970s, and some have
blamed this development on inadequate invest-
ment in plant and equipment. The widespread
shortages, particularly of basic materials, that
appeared in 1973 and 1974 raised doubts about
whether the country’s productive capacity was
as great as had been previously thought. The
rapid rise in energy prices beginning in 1973 has
stirred speculation that many capital facilitics are
now obsolete because they use energy in what
have become uneconomic quantities.

During the cyclical upswing that began in 1975,
business investment has been unusually weak at
the same time that the labor force has been
growing rapidly, prompting questions about the
ability of the economy to absorb the influx of
new workers. Recurrent deficits in the balance of
trade and the decline of the international value of
the dollar have lent urgency to the question of
capital formation particularly since the countries
that have enjoyed the largest trade surpluses and
currency appreciations—Germany and Japan,

for example—are characterized by comparative-
ly high rates of capital formation. Although the
most apparent policy tools for influencing saving
and investment are beyond the control of a
central bank, the policies of the Federal Reserve
can affect capital formation.

The price of the publication is $13.50 a copy.
Copies may be obtained from Publications Serv-
ices, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551.

SUPPLEMENTAL PRICING PROCEDURE

The Federal Reserve Board on February 27,
1981, announced adoption of three sets of proce-
dures designed to implement the service pricing
requirements of the Monetary Control Act of
1980. The procedures supplement the pricing
principles announced by the Board on December
31, 1980, and include the following: (1) proce-
dures for the administration of clearing balances;
(2) guidelines for billing cycles, service charge
statements, and payments for service charges;
and (3) interim procedures for initiation and
review of changes in fees and services.
The new procedures are detailed below.

Clearing Balances

The Board of Governors has authorized Federal
Reserve Banks to establish clearing balances for
eligible institutions with zero or small required
reserve balances in order to facilitate access to
Federal Reserve services.! Clearing balances

1. An institution may elect to settle the credits and debits
arising from its use of Federal Reserve services in one of the
following ways: (1) through its own account at a Reserve
Bank that may consist of a reserve balance and/or a clearing
balance; (2) by means of prior arrangements, through an
account maintained by a correspondent at a Reserve Bank;
and (3) if it maintains reserves with a passthrough correspon-
dent and has made prior arrangements through the pass-
through reserve account maintained at a Reserve Bank.
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help to avoid account overdrafts and their associ-
ated costs, and will earn credits that may be used
to offset charges for Federal Reserve services.
Institutions that may establish a clearing balance
include domestic depository institutions, U.S.
branches and agencies of foreign banks, Edge
Act corporations, and Federal Home Loan
Banks.

Establishing and adjusting the clearing bal-
ance level. In establishing the initial clearing
balance a Reserve Bank will discuss with an
institution its expected use of services. These
discussions will focus on both the volume of
services and the type of services the institution
intends to use and the need to avoid account
overdrafts. For example, use of the wire transfer
service results in an irrevocable transaction that
may require a greater clearing balance than an-
other higher-volume service involving revocable
transactions.

Adjustments in the amount of an institution’s
clearing balance may result from changes in its
overdraft experience or in its use of services.
Satisfactory maintenance of the clearing balance
with no overdrafts may, with Reserve Bank
approval, enable an institution to reduce its
clearing balance. Conversely, a pattern of re-
peated large overdrafts may be reason for a
Reserve Bank to require an increase in an institu-
tion’s clearing balance. Similarly, a decrease in
the use of Federal Reserve services may be
reason to consider decreasing an institution’s
clearing balances, whereas an increase in the use
of services may be reason to consider increasing
the clearing balance requirement. Adjustments in
the clearing balance level will be discussed in
advance with the financial institution. Such ad-
justments will be made no more than once a
month and will be effective with the maintenance
period beginning the first Thursday of each
month.

For monetary control purposes it is important
that an institution’s clearing balance be main-
tained at its agreed-upon (required) level. The
Federal Reserve has developed procedures, in-
cluding financial incentives, that are designed to
encourage maintenance of a clearing balance at
the required level. These procedures include
earnings credits, account maintenance proce-
dures, and fees for deficiencies.

Earnings credits. Earnings credits on clearing
balances may only be used to offset charges for
Federal Reserve services. The average federal
funds rate for the weekly maintenance period
will be the basis for calculating earnings credits.
This rate is published weekly in Federal Reserve
statistical release H.15(519), “‘Selected Interest
Rates.”’

Credits will be computed on the lesser of the
required clearing balance or the actual clearing
balance maintained (after adjustments and ‘‘car-
ry-forwards’’). The calculation of earnings cred-
its will be lagged two weeks beyond the close of
the weekly maintenance period so as to minimize
the number of times when earnings credits must
be recalculated because of ‘‘as-of”’ adjustments
to the base.? If an as-of adjustment affects the
level of the clearing balance held during a period
more than two weeks before the date that the
adjustment is made, the Reserve Bank will ana-
lyze the effect on earnings credits calculated for
that period. Any correction will be made to
earnings credits available in the current or a
future billing cycle.

If available earnings credits exceed the Feder-
al Reserve charges incurred during a given
month, unused credits will be accumulated for
use in subsequent months. Credits will be re-
tained for a maximum of 52 weeks and will be
applied against service charges using the first-in,
first-out method. Earnings credits are not trans-
ferable among accounts.

Account maintenance procedures. Account
maintenance procedures generally will be the
same whether balances in the account are clear-
ing or reserve balances, or both, in order to aid in
account administration for both financial institu-
tions and the Reserve Banks. Similarities be-
tween administration of reserve and clearing
accounts include the following: (1) weekly main-
tenance period (from Thursday through Wednes-
day); (2) carry-forward provisions (for any ex-
cess or deficiency that does not exceed 2 percent
of the required account balance); (3) provisions
for ‘‘as-of”’ adjustments; (4) provisions for moni-

2. The term ‘‘as-of’ and other similar technical terms used
in this document are best explained by direct contact with the
Federal Reserve office that serves the area in which an
institution is located.



toring daylight overdrafts; (5) charges for over-
night overdrafts (overdrafts arc penalized cur-
rently by charging a fee of 10 percent per
annumy); (6) provisions for waiving charges for
infrequent and small overdrafts,

If an institution meets its reserve requirements
with either vault cash or with a passthrough
relationship with a correspondent, it may estab-
lish its own account at a Reserve Bank through
which it settles the debits and credits arising
from its use of Federal Reserve services. Such an
account would contain a clearing balance only
and would be administered independently of the
institution’s required reserves. The account
maintenance procedures will apply to the ac-
count maintained for clearing purposes, and the
carry-forward provision will be 2 percent of the
required clearing balance.

If a depository institution has a reserve ac-
count with a Fedcral Reserve office and a re-
quired clearing balance is established for the
institution, both the reserve balance and the
clearing balance will be administered in a single
account. The depository institution will be ex-
pected to maintain a daily average balance for
the week equal to the sum of its required reserve
balance and its required clearing balance. At the
end of each weekly maintenance period, the
balance held with a Reserve office (after applica-
tion of any as-of adjustment and/or carry-for-
ward) will be allocated first to the required
clearing balance and second to the required
reserve balance. Thus, if the average balance
held with a Reserve office during the weekly
maintenance period is less than the total required
balance—clearing plus required reserve—the de-
pository institution will be considered deficient
in its required reserve balance. A clearing bal-
ance deficiency will occur only when the defi-
ciency in the average total balance exceeds the
required reserve balance. If the average balance
exceeds the required total balance, the institu-
tion will be considered to be holding an excess
reserve balance. The carry-forward provision for
excesses or deficiencies will be 2 percent of the
total required balance (clearing plus reserve).
Neither excess nor required reserve balances
will generate earnings credits.

Of course, a depository institution that main-
tains its required reserves on a passthrough basis
or in vault cash may obtain available Federal
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Reserve services directly from its Federal Re-
serve office without cstablishing a clearing bal-
ance account.

Fees for deficiencies. The notable exception
between the administration of reserve and clear-
ing balances is that a deficiency in a required
clearing balance is charged for a different rate
than a deficiency in a required reserve balance.
A charge of 2 percent per year will apply to
that portion of any clearing balance deficiency
(after application of carryover) that does not
exceed 20 percent of the required clearing bal-
ance. Any remaining deficiency (above the
amount equal to 20 percent of the required
clearing balance) will be subject to a charge at 4
percent per year.

As in reserve administration, Reserve Banks
may waive the charge for infrequent clearing
balance deficiencies when the charge is small and
the deficiency is not the result of negligence by
the depository institution. Reserve Banks will
monitor the incidence of deficiencies and will
meet with a depository institution that demon-
strates a repeated inability to maintain the re-
quired level to discuss how to manage better its
total (reserve plus clearing) balance.

Service Charges

The Federal Reserve System has developed
guidelines for statements of charges incurred for
Federal Reserve services and for methods of
payment for those charges by the responsible
Reserve Bank customer. The guidelines include
the following: uniform billing cycles (the periods
over which service charges are incurred), uni-
form procedures for applying available earnings
credits to offset service charges, a standard inter-
val between the end of the billing cycle and the
debiting of charges (not offset by earnings cred-
its) to a designated account, and minimum stan-
dards for descriptive information to be provided
to customers about the services used and charges
incurred.

These guidelines will be implemented with the
start of the pricing of, and full access to, Federal
Reserve check services now scheduled for Au-
gust 1981. Until then, each Reserve Bank will
use its own procedures on an interim basis.
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The guidelines will provide procedural consis-
tency among Reserve Bank Districts. However,
the Reserve Banks will retain flexibility in the
format of service charge statements and in the
frequency of service charge notices to their cus-
tomers.

Before implementation, the Reserve Banks
will provide Federal Reserve customers with at
least two summary statements of services used
and charges incurred to test these procedures.

Uniform billing cycles. There will be twelve
billing cycles per year over which charges for
Federal Reserve services will be accrued. Each
billing cycle will end on the last Wednesday of
the calendar month and will cover either a four-
or five-week period.

Minimum standards for statements of service
charges. At minimum, a monthly summary state-
ment of service charges incurred over the cycle
will be provided directly or indirectly to Federal
Reserve customers. The statement will be pro-
vided by the Reserve Bank no later than the
Wednesday following the close of the billing
cycle (that is, no later than the first Wednesday
of the subsequent month).

It is the intent of the Federal Reserve System
to reflect in the statement the Federal Reserve
services used during the billing cycle by type of
transaction with associated unit volume, unit
price for the service, and total charges for the
service. However, some Reserve Banks may not
be immediately in a position to provide this
minimum detail on the monthly statement but
will be able, during the interim, to provide ade-
quate detail in some alternative form.

Each Reserve Bank will provide its customers
with a list of persons who can respond to ques-
tions about each type of service charge.

Application of earnings credits. Earnings cred-
its available at the end of the billing cycle will be
used immediately to offset service charges ac-
crued. As of the end of the billing cycle in each
calendar month, earnings credits available are
defined as earnings credits imputed to clearing
balances maintained through the reserve-clearing
statement period ending two weeks before the
end of the billing cycle. If available earnings
credits exceed service charges, excess earnings

credits may be carried forward for up to 52
weeks and applied to service charges incurred in
subsequent billing cycles. If available earnings
credits are insufficient to cover service charges,
the remaining service charges will be debited to a
previously designated account at a Federal Re-
serve Bank.

Debit of service charges to the responsible
account. On the third Thursday following the
close of each billing cycle (or on the next busi-
ness day if that Thursday is a holiday), the
account of the user of Federal Reserve services
or the designated account of the user’s corre-
spondent will be charged for the amount by
which service charges exceed available earnings
credits.

Interim Procedures for Pricing
Administration

The pricing of financial services supplied by the
Federal Reserve System to financial institutions
will have a significant impact on both the Federal
Reserve and the financial community. The Sys-
tem has a responsibility to adopt administrative
procedures for pricing that will meet the needs of
Reserve Banks in adjusting to a new environ-
ment and to the needs of the financial community
for advance information about changes.

In its December 31, 1980, announcement of
pricing decisions, the Board of Governors out-
lined a procedure for pricing administration that
contemplated eventually placing primary respon-
sibility for initiation of price and service changes
with the Reserve Banks and review of certain
proposed changes by the Conference of First
Vice Presidents. During the initial phase of pric-
ing, however, the Board anticipated that major
policy issues would arise and that the resolution
of those issues could affect both Federal Reserve
Banks and private suppliers of interbank serv-
ices. To advise the Board on those major issues,
a pricing policy committee consisting of repre-
sentatives from the Board and the Reserve
Banks has been established.

The procedures outlined later are intended to
retain flexibility for the Reserve Banks to under-
take price and service changes in response to
local conditions and, simultaneously, to develop



a common Systemwide framework for pricing
decisions. These interim procedures will be re-
viewed in 1982 after the System has gained
experience with pricing administration.

Role of the Board of Governors. The Monetary
Control Act specifies that the Board must put
into effect a set of pricing principles and a
schedule of fees for Federal Reserve bank serv-
ices to depository institutions. The Board’s re-
sponsibilities for pricing administration are as
follows: (1) to establish the initial fee structure
for each service; (2) to approve proposed
changes in the fee structure for each service; (3)
to issue guidelines for the use of pricing tech-
niques, such as peak-load pricing, designed to
encourage efficient use of resources; (4) to deter-
mine annually the appropriateness of continuing
to price automated clearinghouse services at
their expected long-run average cost; (5) to ap-
prove proposed changes in services that raise
major policy issues; and (6) to provide oversight
of the Reserve Bank implementation of access
to, and pricing of, services in accordance with
the Board’s pricing principles. (The pricing prin-
ciples are contained in the Federal Reserve press
release of December 31, 1980.)

Role of the pricing policy committee. The
pricing policy committee, as the principal pricing
policy advisory group to the Board of Gover-
nors, has the following three major responsibil-
ities: (1) to advise the Board on all significant
pricing issues, including operating procedures
(such as billing and clearing balances), fee struc-
tures, and service structures; (2) to monitor
changes in fees and services—initiated either by
a Reserve Bank or through the Conference of
First Vice Presidents, to ensure that the pricing
principles previously announced by the Board
are interpreted consistently—and to submit to
the Board of Governors for its approval any
change that raises a major policy issue; (3) to
assist the Board of Governors in its implementa-
tion of pricing and in the oversight of progress
toward meeting the System goal of matching
revenues and costs for priced services.

To fulfill these responsibilities, the pricing
policy committee will undertake the following
specific assignments: (1) review, before an-
nouncement, the proposed 1982 fee schedules for
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all priced services; (2) review, before announce-
ment, proposed significant changes in prices or
services; (3) establish Reserve Bank reporting
procedures necessary to provide data needed to
advise the Board of Governors on pricing issues
and progress in matching revenues and costs.

The pricing policy committee is an interim
group that is expected to be phased out as the
System gains experience with pricing. In the
longer run, the Reserve Banks and the Confer-
ence of First Vice Presidents will be given pri-
mary responsibility for changes in fees and serv-
ices, subject to the traditional review by the
Board and its Committee on Reserve Bank Ac-
tivities.

Role of the Reserve Banks and the Conference
of First Vice Presidents. Changes in fees and
services will be initiated by the Reserve Banks
for District-priced services; for nationally priced
services, changes will be reviewed by the Con-
ference of First Vice Presidents. Although
changes will be monitored by the pricing policy
committee during the interim period, the Reserve
Banks and the Conference will be responsible for
ensuring that changes comply with the Board’s
pricing principles.

Announcements of changes in fees and serv-
ices. The Federal Reserve intends to review all
service fees at least annually and will announce
adjustments to fee schedules that reflect current
estimates of expenses and the private sector
adjustment factor. Apart from the annual review,
announcements will be made whenever new
services are introduced or when significant
changes are made in cxisting services. Some fee
changes may be announced between annual re-
views that are necessitated as a result of forecast
errors or other unanticipated changes in either
the service environment or the resources re-
quired for a service. It is the System’s intent to
give its customers reasonable advance notice of
changes in its fees and significant changes in
service arrangements. When exceptional circum-
stances require, however, prices or services may
be changed on short notice.

Generally speaking, changes in prices and
services will be announced in advance in Re-
serve Bank operating letters. Public comment
will be solicited on important pricing issues that
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would have significant longer-run effects on the
nation’s payments system.

AMENDMENT TO REGULATION P

The Federal Reserve Board has amended Regu-
lation P (Minimum Security Devices and Proce-
dures for Federal Reserve Banks and State Mem-
ber Banks) implementing the Bank Protection
Act to eliminate several reporting requirements.
The actions lighten the regulatory reporting
burden of ail state member banks and are expect-
ed to be of particular benefit to small banks.
The Board amended Regulation P to eliminate
a requirement calling for reports (form P-1) to be
filed by state member banks concerning security
devices in use at their banking office. This action
had been recommended to the Board (and to
other federal agencies supervising banks and
thrift institutions) by the Federal Financial Insti-
tutions Examination Council. In adopting the
Council’s recommendation, the Board said that it
has been found that regular, on-sitc examination
of bank security by bank examiners and the

generally high current level of bank security have
made this report unnecessary.

Regulation P was also amended to eliminate
the requirements that state member banks file
with their District Reserve Bank a copy of their
written security program and, when applicable, a
copy of the bank’s statement explaining why the
bank’s security program does not meet the mini-
mum standards of the regulation.

State member banks are required to continue
preparing these reports and to have them readily
available for scrutiny by examiners. It has been
found that examiners generally rely on bank
records and not Reserve Bank records in deter-
mining compliance with the regulation.

SYSTEM MEMBERSHIP:
ADMISSION OF STATE BANK

The following bank was admitted to membership
in the Federal Reserve System during the period
February 11 through March 10, 198!:
Virginia

Tazewell ............ Citizens Bank of Tazewcll
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Legal Developments

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

Orders Under Section 3 of Bank Holding
Company Act

First National Boston Corporation,
Boston, Massachusetts

Order Approving Acquisition of a Bank

First National Boston Corporation, Boston, Massa-
chusetts, a bank holding company within the meaning
of the Bank Holding Company Act of 1956 (the ““BHC
Act’’), has applied for the Board's approval under
section 3(a)(3) of the BHC Act (12 U.S.C. § 1842(a)(3))
to acquire 100 percent (less directors’ qualifying
shares) of the shares of The Country Bank, National
Association, Shelburne Falls, Massachusetts
(*‘Bank’’).

Notice of the application, aftording an opportunity
for interested persons to submit comments and views,
has been given in accordance with section 3(b) of the
BHC Act. The time for filing comments and views has
expired and the Board has considered the application
and all comments received, including those of the
Massachusetts Urban Reinvestment Advisory Group,
Inc., Jamaica Plain, Massachusetts, and the Rural
Development Corporation of Franklin County, Green-
field, Massachusetts (collectively referred to as “‘Prot-
estants’’), in light of the factors set forth in section 3(c)
of the BHC Act. In addition to interposing numerous
objections to the proposed acquisition, Protestants
have requested that the Board order a formal hearing
to air the Community Reinvestment Act (‘‘CRA’)-
related issues raised by this application.

With regard to Protestants’ request for a hearing,
neither the CRA, nor section 3(b) of the BHC Act
requires the Board to hold a formal hearing concerning
an application, except when the appropriate banking
authority makes a timely written recommendation of
denial of an application. In this case, no such recom-
mendation has been received from the Comptroller of
the Currency, and, thus, no formal hearing is required.
Nevertheless, the Board could in its discretion order a
formal or informal proceeding concerning the applica-
tion if it determines that there are material questions of

fact in dispute that can only be resolved by means of
such a proceeding.

After considering the record of this application, the
Board has determined that there are no material factu-
al differences in the record which would warrant a
hearing on this application. Rather, Protestants’ pri-
mary arguments concern the interpretation or signifi-
cance that should be accorded to certain facts in the
record. Since the Board is charged by statute with
making such judgments, and in view of the fact that all
parties have been afforded a full and fair opportunity
to present their arguments in written submissions to
the record, including the opportunity to comment on
one anothers’ submissions, the Board has determined
that a hearing would serve no useful purpose.' Ac-
cordingly, Protestants’ request for a formal hearing is
hereby denied. Thus, the Board will consider the
merits of the application, including the objections
raised by Protestants.

Applicant, the largest commercial banking organiza-
tion in Massachusetts, controls nine domestic banking
subsidiaries with aggregate deposits of $4.2 billion,
representing 22.5 percent of the total commercial bank
deposits in the state.? Acquisition of Bank, with de-
posits of $14.9 million, would increase Applicant’s
share of commercial bank deposits in Massachusetts
by less than one-tenth of one percent. Thus, consum-
mation of the proposal would not have any appreciable
effect upon the concentration of banking resources in
Massachusetts.

Bank, with four banking offices, is the third largest
of four commercial banks in the Greenfield banking
market,®> and holds 14.8 percent of the commercial

I. In this regard, the Board notes that Protestants and Apphcant
have had ample opportunity to resolve any matenal factual difterences
in a hearing conducted on September 25, [980, by the Massachusetts
Board of Bank Incotporation (‘‘Massachusctts Board’) concerning
1ssues similar to those raised by Protestants in connection with the
proposed acquisition. The hearing was attended by representatives of
the Federal Reserve System, and the order of the Massachusetts
Boaird has been made a part of the record in this application. On
January 20, 1981, the Massachusetts Board unamimously approved
Applicant’s acquisition of Bank, and has recommended approval of
this application.

2. All banking data are as of June 30, 1980, unless otherwise
indicated.

3. The Greenfield banking matket 15 approximated by Franklin
County, Massachusetts, excluding the towns of Warrick, Orange,
New Salem, Whately, Sunderland, Leverett and Shutesbury.
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bank deposits in the market. While Old Colony Bank
of Hampden County, N.A., (*“OCB-Hampden’’), Ap-
plicant’s nearest subsidiary bank, has an office located
18 road miles southeast of Bank’s Conway office,
OCB-Hampden operates in a separate and distinct
banking market, and none of Applicant’s other bank-
ing subsidiaries operates in the Greenfield banking
market. Accordingly, the Board concludes that con-
summation of the proposal would not result in the
elimination of any existing competition between Appli-
cant and Bank. While it appears that Applicant has the
financial and managerial resources to enter the Green-
field banking market de novo, based on the record the
Board regards that market as unattractive for de novo
entry and notes state law precludes Applicant from
branching into the market. Based on the foregoing, the
Board concludes that consummation of the proposal
would not have any significantly adverse effects on
existing or potential competition in any relevant area.

The financial and managerial resources and future
prospects of Applicant, its banking subsidiaries and
Bank are regarded as satisfactory. Applicant has com-
mitted to inject some additional capital into Bank upon
consummation of the proposal, which would enhance
Bank’s future prospects. Accordingly, it is the Board’s
judgment that banking factors lend some weight to-
ward approval of this application.

In considering the effects of the proposed acquisi-
tion on the convenience and needs of the community
to be served, the Board has also considered the record
of Applicant’s banking subsidiaries in meeting the
credit needs of their communities as provided in CRA
(12 U.S.C. §2901) and the Board’s Regulation BB,
(12 C.F.R. § 228).* In so doing, the Board has exam-
ined the objections of Protestants relating to Appli-
cant’s record of performance with respect to CRA
factors, and particularly the record of Applicant’s lead
bank, First National Bank of Boston (“FNBB’),
Boston, Massachusetts. Specifically, Protestants al-
lege that Applicant engages in community disinvest-
ment as evidenced by the decreasing percentage of
loans made by FNBB in its CRA community as
compared to its total domestic and international lend-
ing operations; that FNBB’s efforts to ascertain com-
munity credit needs are ineffective; that FNBB’s par-
ticipation in community development programs has
been insufficient; that FNBB has failed to meet the
credit needs of small businesses and small farmers;
that Applicant’s subsidiary banks have failed to meet
the needs of CRA communities for housing-related

4, The CRA requires the Board to assess the record of Applicant’s
banking subsidiaries in helping to meet the credit needs of their entire
communities, including low- and moderate-income neighborhoods,
consistent with safe and sound operation, and to take the record of
those institutions into account in its evaluation of this application.

credit; and, that Applicant’s subsidiary banks have not
complied with the technical requirements of CRA or
the Home Mortgage Disclosure Act of 1975
(“HMDA"’) (12 U.S.C. § 2803).

In support of their objections, Protestants have
submitted information to the Board regarding these
allegations. In addition, the proposed acquisition has
been the subject of public hearings before the Massa-
chusetts Board during which Protestants presented
information concerning their allegations. The Board
has examined the submissions offered by Protestants
and Applicant regarding the issues raised by Protes-
tants. The Board has also considered the conclusions
of the Office of the Comptroller of the Currency,
which conducted an examination of FNBB that includ-
ed an assessment of FNBB’s record of meeting the
requirements of the CRA. Finally, the Board notes
that it has recently had occasion to consider many of
the same issues raised by Protestants in acting to
approve an application by Applicant to acquire South-
eastern Bank and Trust Company, New Bedford,
Massachusetts.” There the Board found that, on bal-
ance, Applicant has a positive record of helping to
meet the credit needs of its community, including the
low- to moderate-income areas. In considering Protes-
tants’ objections to this acquisition, the Board has paid
particular attention to the record of performance of
FNBB and Applicant in helping to meet community
credit needs since approving Applicant’s acquisition of
Southeastern Bank and Trust Company. Accordingly,
after considering the entire record, the Board makes
the following findings concerning Protestants’ allega-
tions.

With respect to Protestants’ claim of community
disinvestment, the Protestants assert that a large per-
centage of FNBB’s loans are made to out-of-state
commercial borrowers, and that the percentage of
FNBB investments in its CRA community has de-
clined. The Board notes, however, that between 1978
and 1979, FNBB substantially increased the number
and dollar volume of residential mortgage loans to
borrowers in its CRA community. In addition, during
the past two years FNBB almost doubled the dollar
amount of its home improvement loans to its commu-
nity. Also, FNBB extended over $11 million in HELP
Loans to its CRA community, Suffolk County, be-
tween January 1978 and September 1980. Moreover,
the Board has stressed that the CRA was not intended
to establish fixed ratios between deposits and loans in
particular neighborhoods, and cannot be read to re-
quire fixed proportions of retail or commercial depos-

5. 66 FEDERAL RESERVE BULLETIN 162 (January 1980).



its to retail or commercial lending.® Accordingly the
Board does not necessarily regard Applicant’s role as
a large internationally-oriented commercial bank as
being inconsistent with helping to meet the credit
needs of its local community. Thus, the Board finds
the Protestants’ claim unsupported by the facts.

Protestants assert that Applicant’s cfforts to ascer-
tain the credit needs of its CRA community have becn
ineffective. In this regard, the Board notes that Appli-
cant and FNBB had previously committed to form a
number of committees composed of individuals repre-
senting broad community interests and specifically
designed to help FNBB ascertain the credit needs of
its community. Protestants have complained that the
current members of the board of directors serving on
FNBB’s Community Investment Committee arc not
representative of the board; that FNBB has estab-
lished less than half of the 15 proposed neighborhood
committees; and that the neighborhood committees
which have been established have not led to a resolu-
tion of community issues. It appears from the record
that FNBB has within the past ycar taken a series of
positive steps to communicate more effectively with
local groups in an effort to ascertain the credit needs of
its local community. The Community Investment
Committee of FNBB’s board of directors, which moni-
tors FNBB compliance with CRA and reviews eftorts
made by FNBB to meet community credit needs,
regularly reports its findings to FNBB’s full board of
directors. From the record, it appears that member-
ship on FNBB's Community Investment Committee is
on a rotational basis involving all members of FNBB's
board of directors. With respect to the neighborhood
committees, while FNBB concedes that during the
past year it has not established all 15 of the proposed
neighborhood committees, FNBB expects that four
more committees (for a total of 10 committees) will be
in operation shortly, and it has increased its efforts
(including hiring additional staff) to hasten the forma-
tion of the remaining committees. Moreover, while
formation of neighborhood committees has not had the
immediate result of FNBB returning to particular
neighborhoods in loans as much as FNBB accepts in
deposits, the Board has repeatedly stressed that it is
concerned more with the lender’s sensitivity to the
needs of each area than with the ratio of loans to
deposits in a particular area. Finally, the Board notes
that FNBB advertises its services through major me-
dia sources as well as in 11 local and trade newspa-
pers, and within the past year has increased its adver-
tising regardipng the availability of residential
mortgages.

6. Manufacturers Hanover Tiust Co., 66 Frprrar Resyrve Bul-
LETIN 601 (1980).
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Protestants allege that Applicant’s actual invest-
ment in community development programs to which it
has made commitments has been minimal. However,
the Board finds no evidence in the record that Appli-
cant or FNBB are unwilling to meet these commit-
ments and Applicant has reaffirmed to the Board its
intention to fulfill all of its commitments. Moreover,
from the record it appears that Applicant has taken
steps to enhance its ability to participate in community
development programs. For example, Applicant has
recently established a subsidiary, First National Bos-
ton Mortgage Corporation, to provide a complete
array of mortgage scrvices, including V.A., F.H.A.
and low-down-payment mortgages, thereby enabling
FNBB to fulfill its commitment to make loans avail-
able under the Boston Urban Housing Program.

The Protestants contend that FNBB has failed to
meet the credit needs of small businesses and small
farmers, and based on the record, the Board finds this
contention to be without merit. As of August 11, 1980,
FNBB had 5,000 loans totalling $106 million under a
special small business index rate, which allows loans
to small businesses and nonprofit corporations at rates
1.25 percent below FNBB base rate. In addition,
FNBB's Urban Marketing Department, which helps
meet the needs of Boston’s low income and minority
entrepreneurs, has made more than $7 million in loans.
Moreover, in June 1980, FNBB agreed to provide $15
million to the Neighborhood Business Revitalization
Program, which is designed to provide financial assist-
ance packages to small and medium size businesses in
distressed neighborhoods. Finally, FNBB plays an
important role in making low cost loans available to
farmers by maintaining a multi-million dollar credit
line to Farm Credit Bank of Springfield, Massachu-
setts, to support thc Farm Credit Bank’s commercial
paper borrowings.

With respect to FNBB’s record of residential mort-
gage lending, the Board recognizes that prior to 1978
FNBB was not primarily engaged in initiating residen-
tial mortgages. Nevertheless, FNBB has gradually but
consistently increased its presence in the residential
mortgage market. FNBB made more mortgage loans in
Suftfolk County during the first six months of 1980 than
it had during all of 1977, and the total dollar volume of
residential loans during the first six months of 1980
almost equalled the total dollar volume of 1979. In
addition, there has been little difference between
FNBB's acceptance rate for mortgage loans between
low- and moderate-income areas and other areas. With
respect to the home mortgage needs of low- and
moderate-income families, within the past year FNBB
has arranged for private mortgage insurance to enable
it to offer mortgages with low down payments. In
addition, FNBB is increasing from 50 percent to 80
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percent the amount of potential rental income which
may be counted toward monthly income in calculating
mortgage eligibility. Moreover, FNBB’s subsidiary,
First National Boston Mortgage Corporation, will pro-
vide new residential mortgage products and increased
housing funds through access to the secondary mar-
kets. Finally, FNBB has recently initiated a Communi-
ty Mortgage Program to promote the purchase of
homes by low- and moderate-income families at below
market rates, as well as a Community Home Improve-
ment Program to provide home improvement loans at
reduced interest rates for low- and moderate-income
residents.

Protestants have also challenged the adequacy of
the CRA records for several of Applicant’s other
subsidiary banks, in particular, Old Colony Bank of
Middliesex County (‘‘OCB-Middlesex’’) and OCB-
Hampden in connection with their residential lending
activities. With respect to OCB-Middlesex, the Board
notes that OCB-Middlesex has substantially increased
the number of mortgages booked and that over 55
percent of these were in its CRA community. More-
over, both in number of loans and dollar value, OCB-
Middlesex was the largest lender in Middlesex County
during the first six months of 1980. As a result, OCB-
Middlesex was forced to briefly freeze its mortgage
lending activities, which out-paced the staff’s ability to
process home mortgage applications. With respect to
OCB-Hampden, the Board notes that it only began
residential lending during the fall of 1979. Neverthe-
less, between 1979 and 1980 OCB-Hampden has made
a substantial number of home mortgage loans, of
which 43 percent were in its CRA community. In
addition, OCB-Hampden has approved more mort-
gages in the first six months of 1980 than it did in all of
1979. Furthermore, OCB-Hampden has granted mort-
gages in 75 percent of the applications received from
its CRA community between 1979 and 1980. OCB-
Hampden has also made its services known to its local
community, which has a significant Spanish-speaking
population, through the use of bilingual tellers and
advertising in a Spanish-language newspaper called
The Voice. After reviewing these and other facts of
record, the Board finds the Protestants claim to be
unsupported by the facts,

Protestants allege that certain of Applicant’s subsid-
iary banks have not complied with technical require-
ments of the CRA or the HMDA. These requirements
are designed to acquaint the community with each
bank’s lending policies and to permit members of the
community to comment on those policies. In particu-
lar, Protestants assert that Old Colony Bank of Essex
County had not compiled a required home mortgage
disclosure statement; FNBB had one letter (unrelated
to CRA) missing from its CRA public comment file;

and Old Colony Bank of Norfolk County’s home
mortgage disclosure statement was not made readily
accessible to the public. However, Protestants indi-
cate that the Old Colony Banks of Essex County and
Norfolk County have subsequently prepared HMDA
statements. With respect to FNBB’s public comment
file, since comments from other organizations were
properly placed in FNBB’s comment files, the Board
believes FNBB's failure to place one letter in its file
was an isolated error in a generally good record of
technical compliance. It is the Board’s view that such
isolated errors are not a substantially adverse reflec-
tion on the CRA record of FNBB or Applicant’s other
eight subsidiary banks. See e.g., AmeriTrust, 66 FED-
ERAL RESERVE BULLETIN 238 (1980). Thus, the Board
considers that Protestants’ allegations in this regard
are without merit.

With respect to other convenience and needs con-
siderations, approval of the present application will
assist Bank in serving a larger number of borrowers
and in extending larger loans through overline partici-
pation with Applicant’s other banking affiliates. In
addition, Applicant will introduce a number of new
services through Bank, including 90 percent mort-
gages, cash management services, construction fi-
nancing, and trust and investment services to both
businesses and individuals. Applicant also proposes to
raise the interest rate paid on passbook 90-day notice
accounts and lower the minimum deposit required for
these accounts. Thus, based on its review of the facts
of record, including Applicant’s and FNBB’s perform-
ance with respect to the factors to be considered under
CRA, the Board concludes that considerations relating
to convenience and needs lend some weight toward
approval of the application.

Based on the record, it is the Board’s judgment that
approval of the application would be in the public
interest and that the application should be approved
for the reasons summarized above. This transaction
shall not be made before the thirticth calendar day
following the effective date of this Order, or later than
three months from the effective date of this Order
unless such period is extended for good cause by the
Board or the Federal Reserve Bank of Boston, pursu-
ant to delegated authority.

By order of the Board of Governors, effective
February 25, 1981.

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

(Signed) JAMES MCAFEE,

[SEAL] Assistant Secretary of the Board.



Heritage Wisconsin Corporation,
Wauwatosa, Wisconsin

Order Approving Acquisition of Banks

Heritage Wisconsin Corporation, Wauwatosa, Wis-
consin, a bank holding company within the meaning of
the Bank Holding Company Act (**Act’’), has applied
for the Board’s approval under section 3(a)(3) of the
Act (12 U.S.C. § 1842(a)(3)) to acquire 100 percent of
the voting shares (less directors’ qualifying shares) of
both Southridge Bank of Greendale, Greendale, Wis-
consin (*‘Southridge Bank’’), and Northridge Bank,
Milwaukee, Wisconsin (‘‘Northridge Bank’’) (collec-
tively ‘‘Banks™).

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

Applicant, the seventh largest banking organization
in Wisconsin, controls seven commercial banks' with
aggregate deposits of $386.4 million, representing ap-
proximately 1.9 percent of total deposits in commer-
cial banks in the state.® Acquisition of Banks, with
aggregate deposits of $45.2 million, would increase
Applicant’s share of commercial bank deposits in
Wisconsin by 0.2 percent and would cause Applicant
to become the sixth largest banking organization in the
state. In view of the sizes of Banks, consummation of
the proposal would not result in a significant increase
in the concentration of commercial banking resources
in the state.

Banks are currently the only subsidiary banks of
Ridge Bancorporation of Wisconsin, Greendale, Wis-
consin, a registered bank holding company. North-
ridge Bank ($21.9 million in deposits) is the 36th
largest of 56 banking organizations located in the
Milwaukee banking market and holds approximately
0.3 percent of total market deposits in commercial
banks.? Southridge Bank ($23.3 million in deposits) is
the 35th largest commercial banking organization lo-
cated in the relevant market and holds approximately
0.4 percent of total market deposits in commercial
banks. Together, Banks rank as the 19th largest com-

1. Applicant also owns less than 25 peicent of the shares of two
banks with aggregate deposits of $85.1 million, representing 0.4
percent of deposits in commercial banks in Wisconsin.

2. Banking data are as of December 31, 1979, and reflect bank
holding company formations and acquisitions approved as of Decem-
ber 31, 1980.

3. The relevant banking market is approximated by the Milwaukee
Ranally Metropolitan Area.
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mercial banking organization in the market. Applicant
is the fifth largest banking organization in the Milwau-
kee market with 11 offices of four of its subsidiary
banks holding aggregate deposits of $283.3 million,
representing 4.3 percent of total deposits in commer-
cial banks in the relevant market. Consummation of
the transactions will increase Applicant’s share of
market deposits by 0.7 percent and would not cause
Applicant’s rank within the market to change. Al-
though acquisition of Banks will eliminate some com-
petition, the Milwaukee market is not highly concen-
trated and there will remain a large number of
independent banks as entry vehicles for banking orga-
nizations not currently represented in the market. In
view of all the facts of record including the structure of
the relevant market and the size of Banks, the Board is
of the view that consummation of the transactions will
have only slightly adverse effects on competition in the
Milwaukee market.

The financial and managerial resources of Applicant
and its subsidiaries are considered generally satisfac-
tory and its future prospects appear favorable. The
financial and managerial resources of Banks are satis-
factory and their future prospects as affiliates of Appli-
cant appear favorable. Accordingly, banking factors
are consistent with approval of the applications. Appli-
cant proposes to expand banking hours at Banks and
to institute a number of services not now available at
Banks, including automatic transfer services, trust
services, investment management, leasing, and credit-
related insurance activities. In the Board’s view, the
benefits to the public that may be expected from
consummation of the proposed transactions lend
weight sufficient to outweigh any adverse effects on
competition that may result from consummation of the
proposals. Therefore, it is the Board’s judgment that
the proposed transaction would be in the public inter-
est and that the applications should be approved.

On the basis of the record, the applications are
approved for the reasons summarized above. The
transactions shall not be made before the thirtieth
calendar day following the effective date of this Order
or later than three months after that date, unless such
period is extended for good cause by the Board, or by
the Federal Reserve Bank of Chicago pursuant to
delegated authority.

By order of the Board of Governors, effective
February 23, 1981.

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

(Signed) JAMES MCAFEE,

[SEAL] Assistant Secretary of the Board.
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Orders Under Section 2 of Bank
Holding Company Act

Citicorp,
New York, New York

Order Granting Determination Under
the Bank Holding Company Act

Citicorp, New York, New York, a bank holding com-
pany within the meaning of section 2(a) of the Bank
Holding Company Act of 1956, as amended (12 U.S.C.
§ 1841 et seq.) (the ‘*Act’’), has requested a determi-
nation pursuant to section 2(g)(3) of the Act that, with
respect to the sale by Citicorp of the assets of its travel
agency business to VTS Travel Enterprises, Inc., New
York, New York (*‘VTS'"), Citicorp is not in fact
capable of controlling VTS notwithstanding the fact
that VTS is indebted to Citicorp in connection with the
sale.

Under the provisions of section 2(g)(3) of the Act,
shares' transferred after January 1, 1966, by a bank
holding company to a transferee that is indebted to the
transferor are deemed to be indirectly owned or con-
trolled by the transferor unless the Board, after oppor-
tunity for hearing, determines that the transferor is not
in fact capable of controlling the transferee. No such
request for a hearing has been received by the Board.
Citicorp has submitted to the Board evidence to show
that it is not in fact capable of controlling VTS, and the
Board has received no contradictory evidence. It is
hereby determined that Citicorp is not in fact capable
of controlling VTS. This determination is based upon
the evidence of record in this matter, including the
following facts.

On May 30, 1980, Citicorp transferred its entire
interest in the travel agency business, consisting of
inventory, accounts receivable, licenses, suppliers’
warranties, and trademark and service mark rights, to
VTS, a corporation owned by former employees of
Citicorp’s travel agency business. Citicorp received as
its consideration cash and VTS’ promissory note for
the remainder of the purchase price. The sale appears
to have been the result of arm’s length negotiations,
and there is no evidence to indicate that the sale was
motivated by an intent to evade the requirements of
the Act. A substantial portion of the initial indebted-
ness has been repaid by VTS, and, based on the

1. Although section 2(g)(3) refers to transfers of ‘‘shares,” the
Board has previously taken the position that a transfer of such a
significant volume of assets that the transfer may in effect constitute
the disposition of a separate activity of a company 15 deemed to
involve a transfer of ‘‘shares’’ of that company. 12 C.F.R. § 225.139

record, there is no evidence that VTS will be unable to
repay the remaining indebtedness in accordance with
the terms of the note. Moreover, the indebtedness is
not secured by the property of VTS, but rather by
personal guarantees of VTS’ shareholders and letters
of credit. Finally, the requirements of the indebted-
ness are of the type normally imposed on a borrower
by a prudent institutional lender and are reasonably
required to protect Citicorp’s interest.

Although VTS will continue to provide travel serv-
ices to employees of Citicorp and its subsidiary,
Citibank, N.A., there is no requirement that they use
the services of VTS; Citicorp has represented that all
employees have been notified that they may use VTS
or any other travel agency of their choice. In addition,
none of the shareholders of VTS has remained an
officer, director or employee of Citicorp or any of its
subsidiaries, and no present officer, director or em-
ployee of Citicorp or any of its subsidiaries is an
officer, director or employee of VTS.

Accordingly, it is ordered that the request of Citi-
corp for a determination pursuant to section 2(g)(3) is
granted. This determination is based on representa-
tions made to the Board by Citicorp. In the event that
the Board should hereafter determine that facts mate-
rial to this determination are otherwise than as repre-
sented, or that Citicorp or VTS has failed to disclose to
the Board other material facts, this determination may
be revoked, and any change in the factors and circum-
stances relied upon by the Board in making this
determination could result in the Board’s reconsider-
ation of this determination.

By order of the Board of Governors, acting through
its General Counsel, pursuant to delegated authority
(12 C.F.R. § 265.2(b)(1)), effective February 5, 1981.

(Signed) JAMES MCAFEE,

[SEAL] Assistant Secretary of the Board.

Certifications Pursuant to the Bank Holding
Company Tax Act of 1976

American General Corporation,
Houston, Texas

Final Certification Pursuant to the Bank Holding
Company Tax Act of 1976

American General Corporation (‘‘Company’’), Hous-
ton, Texas, the successor corporation to American
General Insurance Company, Houston, Texas
(**AG”"), has requested a final certification pursuant to
section 1101(e) of the Internal Revenue Code (the
“*Code’’), as amended by section 2(a) of the Bank



Holding Company Act of 1976 (the ‘“Tax Act’’), that it
has (before the expiration of the period prohibited
property is permitted to be held under the Bank
Holding Company Act (12 U.S.C. § 1841 et seq.)
(**‘BHC Act’’) ceased to be a bank holding company.
In connection with this request, the following infor-
mation is deemed relevant for purposes of issuing the
requested certification:'
1. Effective June 23, 1977, the Board issued a prior
certification pursuant to section 1101(b) of the Code
with respect to the proposed divestiture by AG of
2,632,042 shares of Class B nonvoting stock of
Texas Commerce Bancshares, Inc. (“TCB”’), then
held by AG, through the pro rata distribution of such
shares to the holders of common stock of AG.
2. The Board’s Order certified that:
A. AG is a qualified bank holding corporation,
within the meaning of section 1 103(b) of the Code,
and satisfies the requirements of that subsection;
B. The shares of TCB that AG proposes to
distribute to its shareholders are all or part of the
property by reason of which AG controls (within
the meaning of section 2(a) of the BHC Act) a
bank or bank holding company; and
C. The distribution of such shares of TCB is
necessary or appropriate to effectuate the pur-
poses of the BHC Act.
3. Following issuance of the prior tax certification in
the years 1977 through 1980, AG and Company took
the following actions to divest all of the 2,632,042
shares of TCB stock:
A, 1,328,950 TCB Class B shares were divested
by AG through the conversion of debentures
which had been issued in June of 1974;
B. 1,300,483 TCB Class B shares were divested
by AG through annual pro rata dividend distribu-
tions to shareholders of AG; and
C. 2,609 TCB Class B shares were sold by Com-
pany through sales in the open market on Aug-
ust 8, 1980. Company does not currently hold
any interest in TCB.
4. Company has committed that no director, officer,
or policymaking employee of Company serves or
will serve in a similar capacity with TCB or any of
its subsidiaries;
5. Company has committed that no director, officer
or policymaking employee of Company, or a person
owning 25 percent or more of the shares of Compa-
ny, or any combination of such persons, owns or
controls or will own or control, directly or indirect-

1. T'this intormation derives from Company’s communications with
the Board concerning its request for this certification, Company’s
Registration Statement filed with the Board pursuant to the BHC Act,
and other records of the Board.

Legal Developments 259

ly, 25 percent or more of the voting shares of TCB or
any of its subsidiaries.

6. Company does not exercise any influence or
control over TCB or any of its subsidiaries.

7. Company does not directly or indirectly own,
control, or have power to vote 25 percent or more of
any class of voting securities of any bank or any
company that controls a bank.

8. Company does not control in any manner the
election of a majority of the directors, or exercise a
controlling influence over the management or poli-
cies of TCB or any bank or company that controls a
bank.

On the basis of the foregoing information, it is
hereby certified that Company has (before the expira-
tion of the period prohibited property is permitted
under the BHC Act to be held by a bank holding
company) ceased to be a bank holding company, and
has disposed of all its banking property within the
meaning of section 1103(g) of the Tax Act.

This certification is based upon the representations
made to the Board by Company and upon the facts set
forth above. In the event the Board should determine
that facts material to this certification are otherwise
than as represented by Company, or that Company
has failed to disclose to the Board other material facts,
it may revoke this certification.

By order of the Board of Governors, acting through
its General Counsel, pursuant to delegated authority
(12 C.F.R. § 265.3(b)(3)), effective February 26, 1981,

(Signed) JAMES MCAFEE,

{SEAL] Assistant Secretary of the Board.

Homewood Corporation,
Columbus, Ohio

Final Certification Pursuant to the Bank Holding
Company Tax Act of 1976

Homewood Corporation (formerly Franklin Corp.),
Columbus, Ohio (‘“‘Homewood’’), has requested a
final certification pursuant to section 6158 (¢)(2) of the
Internal Revenue Code (‘“Code’’), as added by section
3(a) of the Bank Holding Company Tax Act of 1976,
that it has (before the expiration of the period prohibit-
ed property is permitted under the Bank Holding
Company Act (12 U.S.C. § 1841 et seq.) (““BHC Act’’)
to be held by a bank holding company) ceased to be a
bank holding company.

In connection with this request, the following infor-



260 Federal Reserve Bulletin [J March 1981

mation is deemed relevant for the purposes of issuing
the requested certification:'
1. Effective October 1, 1980, the Board issued a
prior certification pursuant to section 6158(a) of the
Code with respect to the proposed sale of 3,886
shares of common stock (‘‘Bank Shares’’) of The
Franklin Bank, Grove City, Ohio (‘‘Bank”), to
Centran Corporation, Cleveland, Ohio (‘‘Centran’’).
The Board’s Order certified that:
A. Homewood is a qualified bank holding corpo-
ration within the meaning of section 1103(b) of the
Code, and satisfies the requirements of that sec-
tion;
B. 2,545 of Bank Shares, representing 63.6 per-
cent of the outstanding voting shares of Bank, that
Homewood proposes to sell to Centran are all or
part of the property by reason of which Home-
wood controls within the meaning of section 2(a)
of the BHC Act a bank or bank holding company;
and
C. The sale of such shares of Bank is necessary or
appropriate to effectuate the policies of the BHC
Act.
2. On October 1, 1980, following prior certification
of the transaction by the Board of Governors, acting
through its General Counsel, Homewood Corpora-
tion sold to Centran all of its interest in Bank.
3. The prior certification issued on October t, 1980,
was granted upon the condition that no person
holding an office or position (including an advisory
or honorary position) as a director or officer of
Homewood will serve in a similar capacity with
Bank, Centran, or its subsidiaries. Effective Octo-
ber 1, 1980, all such interlocking relationships be-
tween Homewood and Centran and their respective
subsidiaries were terminated.
4. Homewood has represented that it does not
exercise a controlling influence over the manage-
ment or policies of Bank, or any other bank or bank
holding company.
S. Homewood has represented that it does not
control in any manner the election of a majority of
the directors, or own or control, directly, or indi-
rectly, more than 5 percent of the outstanding shares
of any bank or bank holding company.

On the basis of the foregoing information, it is
hereby certified that Homewood has (before the expi-
ration of the period prohibited property is permitted

1. This information derives from Homewood’s correspondence
with the Board concerning its request for this certification, Home-
wood’s Registration Statement filed with the Board pursuant to the
BHC Act, and other records of the Board.

under the BHC Act to be held by a bank holding
company) ceased to be a bank holding company.
This certification is based upon the representations
and commitments made to the Board by Homewood
and upon the facts set out above. In the event the
Board should hereafter determine that facts material to
this certification are otherwise than as represented by
Homewood, or that Homewood has failed to disclose
to the Board other material facts or to fulfill any of its
commitments, the Board may revoke this certification.
By order of the Board of Governors, acting through
its General Counsel pursuant to delegated authority
(12 C.F.R. § 265.2(b) (3)), effective February 12, 1981.

(Signed) JAMES MCAFEE,

[SEAL] Assistant Secretary of the Board.

Strachan Construction Company, Inc.,
Fort Walton Beach, Florida

Final Certification Pursuant to the Bank Holding
Company Tax Act of 1976

Strachan Construction Company, Inc., Fort Walton
Beach, Florida (‘‘Strachan’’), has requested a final
certification pursuant to section 1101(e) of the Internal
Revenue Code (‘“‘Code’’), as amended by section 2(a)
of the Bank Holding Company Tax Act of 1976 (‘‘Tax
Act”’), that it has (before the expiration of the period
prohibited property is permitted under the Bank Hold-
ing Company Act (12 U.S.C. § 1841 et seq.) (““BHC
Act”’) to be held by a bank holding company) ceased to
be a bank holding company.

In connection with this request, the following infor-
mation is deemed relevant for purposes of issuing the
requested certification:'

1. Effective October 21, 1980, the Board issued a

prior certification pursuant to section 1101(b) of the

Code with respect to the proposed divestiture by

Strachan of 11,966 shares of First City Bank of Fort

Walton Beach, Fort Walton Beach, Florida

(“‘Bank’’), then held by Strachan through the pro

rata distribution of such shares to Strachan’s three

shareholders.

2. The Board’s Order certified that:

A. Strachan is a qualified bank holding corpora-
tion within the meaning of subsection (b) of sec-
tion 1103 of the Code and satisfies the require-
ments of that subsection;

1. 1nis inrormation aerives from Strachan’s communications with
the Board concerning its request for this certification, Strachan’s
Registration Statement filed with the Board pursuant to the BHC Act,
and other records of the Board.



B. The 11,966 shares of Bank that Strachan pro-
poses to distribute to its shareholders are all or
part of the property by reason of which Strachan
controls (within the meaning of section 2(a) of the
BHC Act) a bank or a bank holding company; and
C. The distribution of such shares is necessary or
appropriate to effectuate the policies of the BHC
Act.
3. On December 10, 1980, Strachan distributed to its
shareholders on a pro rata basis 13,751 shares of
Bank.?
4. Strachan has represented to the Board that it no
longer owns or controls voting shares of any bank or
any company that controls a bank.
5. Strachan has represented to the Board that there
are no interlocking director, officer and management
official positions between Strachan and Bank. Stra-
chan has represented that it does not control in any
manner the clection of a majority of directors or
exercise a controlling influence over the manage-
ment or policies of Bank, any other bank or any
company that controls a bank.

On the basis of the foregoing information, it is
hereby certified that Strachan has (before the expira-
tion of the period prohibited property is permitted
under the BHC Act to be held by a bank holding
company) ceased to be a bank holding company.

This certification is based upon representations and
commitments made to the Board by Strachan and
upon the facts set forth above. In the event the Board
should hereafter detecrmine that facts material to this
certification are otherwise than as represented by
Strachan or that Strachan has failed to disclose to the
Board other material facts or to fulfill any commit-
ments made to the Board in connection herewith, it
may revoke this certification.

By order of the Board of Governors, acting through
its General Counsel, pursuant to delegated authority,
(12 C.F.R. § 265.2(b)(3)), effective February 6, 1981,

(Signed) JAMES MCAFEE,

[SEAL] Assistant Secretary of the Board.

2. éﬁbseqﬁem to July 7, 1970, Strachan acquired shares of Bank,
tepresenting 4.1 percent of Bank’s outstanding shares. Stiachan did
not request certification for such shares.
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Order Approved Under Bank Merger Act

American Bank of Commerce,
Albuquerque, New Mexico

Order Approving Merger of Bank

American Bank of Commerce, Albuquerque, New
Mexico (“‘Applicant’), a state member bank of the
Federal Reserve System, is a wholly owned subsidiary
of Bank Securities, Inc., Albuquerque, New Mexico
(**BSI"’). Applicant has applied to the Board pursuant
to the Bank Merger Act (12 U.S.C. § 1828(c)), for
approval to merge with Republic Bank, Albuquerque,
New Mexico (‘““Bank’’), under the charter and title of
Applicant. As an incident to the proposed merger, the
existing offices of Bank would become branch offices
of the resulting bank.

As required by the Bank Merger Act, notice of the
proposed transaction has been published and reports
on competitive factors have been requested from the
Attorney General, the Comptroller of the Currency,
and the Federal Deposit Insurance Corporation. The
time for filing views and comments has expired and the
application and all comments received have been
considered in light of the factors set forth in the Act.

Applicant’s parent, BSI, is the fourth largest bank-
ing organization in New Mexico and controls cight
subsidiary banks with $364 million in deposits, repre-
senting 7.7 percent of the total state bank deposits.'
Bank is the 43rd largest bank in the state, with deposits
of $33 million, representing less that [ percent of
statewide commercial bank deposits, and its acquisi-
tion by Applicant would not alter BSI's or Applicant’s
statewide ranking or significantly increase their share
of deposits in the state. Accordingly, consummation of
the proposal would not have an appreciable effect on
the concentration of banking resources in New Mexico.

Two of BSI's subsidiary banks compete in the
relevant banking market.> Applicant is the fourth
largest bank in the Albuquerque banking market, with
total deposits of $99.6 million, representing approxi-
mately 5.6 percent of commercial bank deposits in the
market. BSI's other banking subsidiary, First State
Bank, Rio Rancho, has total deposits of $33.4 million
representing approximately 1.7 percent of commercial
bank deposits and ranks as the 10th largest bank in the
Albuquerque banking market. Therefore, BSI has ag-
gregate deposits in the relevant market totaling $133
million, representing 7.4 percent of commercial bank
deposits and ranks as the fourth largest banking orga-
nization in the Albuquerque market.

7 1. All Banl;lng data are as of December 31, 1979,
2. The Albuquerque banking market is the relevant market and is
approximated by the Albuquerque RMA.
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Bank, with total deposits of $33 million, represent-
ing 1.9 percent of the commercial bank deposits in the
market, is the ninth largest of thirteen banks in the
Albuquerque banking market and competes in no
other markets. Upon consummation of the proposed
transaction, BSI and Applicant would hold total mar-
ket deposits of $166 and $133 million, respectively,
representing 9.3 and 7.5 percent of the market
deposits.

Approval of the proposal would eliminate some
existing competition within the Albuquerque banking
market. While the market shares of BSI and Applicant
would increase slightly, their respective ranks within
the market would be unchanged and they would re-
main substantially smaller in absolute size and market
share than the three larger banking organizations in the
Albuquerque banking market. Moreover, numerous
independent banking alternatives would remain avail-
able within the market. Consequently, it appears that
the effect of the merger on existing competition in the
Albuquerque banking market would not be significant.

After examining information of record concerning
the financial and managerial resources of Applicant,
BSI and Bank, the Board concludes that the financial
and managerial resources and future prospects of the
institutions involved, as well as the banking factors,
are consistent with approval. In fact, consummation of
this merger would have a beneficial effect on Applicant
and BSI. In addition, as a result of consummation of
the proposed merger, the resulting bank will be able to

offer increased lending limits and other expanded
services to their customers. In particular, the resulting
bank will offer trust services, the convenience of
automatic teller machines and debit-card system, serv-
ices previously unavailable from Bank. The Board
believes that considerations relating to the conve-
nience and needs of the communities to be served lend
weight toward approval and are sufficient to outweigh
any slightly adverse competitive effects that may be
associated with this proposal. Accordingly, the Board
finds that consummation of the proposal would be
consistent with the public interest. On the basis of the
record and for the reasons summarized above, the
application to merge and, incident thereto, to establish
branches, is hereby approved.

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

By order of the Board of Governors, effective
February 5, 1981.

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

(Signed) JAMES MCAFEE,

[SEAL] Assistant Secretary of the Board.

ORDERS APPROVING APPLICATIONS UNDER THE BANK HOLDING COMPANY ACT

AND BANK MERGER ACT

By the Board of Governors

During February 1981 the Board of Governors approved the applications listed below. Copies are available upon
request to Publications Services, Division of Support Services, Board of Governors of the Federal Reserve

System, Washington, D.C. 20551.

Section 3

Applicant

First City Bancorporation of Texas,

Central Park Bank,

Board action

(effective
Antal

Bank(s)

February 4, 1981

Inc. San Antonio, Texas

Houston, Texas
First City Bancorporation of Texas,

Windsor Park Bank,

February 3, 1981

Inc., San Antonio, Texas

Houston, Texas

First Union Bancorporation and
Firstsub, Inc.
St. Louis, Missouri

Columbia Union National Bank and
Trust Company
Kansas City, Missouri

February 2, 1981
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Section 3—continued

Board action
(effective
date)

Applicant Bank(s)

Metropolitan State Bank,
Minneapolis, Minncsota
Texas Bank of Beaumont

Metropolitan Bancorporation, Inc. February 25, 1981
Minneapolis, Minnesota

Southwest Bancshares, Inc., February 6, 1981

Houston, Texas

By Federal Reserve Banks

Beaumont, Texas

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

Scction 3

. ) Reserve Effective
Applicant Bank(s) Bank date
American City Bancorp, Inc., American City Bank, Atlanta February 3, 1981

Tullahoma, Tennessee
Arapahoe Financial Corp.,
Arapahoe, Nebraska

Tullahoma, Tennessec
Citizens State Bank,
Arapahoc, Nebraska

Kansas City

February 12, 1981

Avenue Bancorporation, Avenue Bank and Trust Company  Chicago February 4, 1981
Chicago, Illinois of Qak Park,
Qak Park, lllinois
BancMidwest Corporation Goodhue State Bank Minneapolis February 12, 1981
St. Paul, Minnesota Goodhue, Minnesota
Chisago County State Bank,
Center City, Minnesota
White Rock State Bank,
White Rock, Minnesota
Banc One Corporation, Lake National Bank, Cleveland February 5, 1981
Columbus, Ohio Painesville, Ohio
Benz Holding Company, Melvin Savings Bank, Chicago February 20, 1981
Melvin, lowa Melvin, lowa
Boatmen’s Bancshares, Inc., Plaza National Bancshares, Inc., St. Louis February 3, 1981

St. Louis, Missouri

Boelus Investment Co.,
Boelus, Nebraska

Cass County State Company,
Plattsmouth, Nebraska

St. Louis County, Missouri
Plaza Bank of Westport

St. Louis County, Missouri
Boelus Statc Bank,

Boelus, Nebraska
The Cass County Bank,

Plattsmouth, Nebraska

Kansas City

Kansas City

February 2, 1981

February 13, 1981

Central Bancorporation, Inc., Blue Earth State Bank, Minneapolis February 11, 1981
Newport, Minnesota Blue Earth, Minnesota

Chittenden Corporation, Mountain Trust Company Boston February 17, 1981
Burlington, Vermont Stowe, Vermont

Cokato Bancshares, Inc., State Bank of Cokato, Minneapolis February 2, 1981

Cokato, Minnesota

Cokato, Minnesota
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Section 3—continued

Applicant

Commerce Southwest Inc.,
Dallas, Texas

Daingerfield Bancshares, Inc.,
Daingerfield, Texas

Financial Growth Systems, Inc.,
Inverness, Florida

Finlayson Bancshares, Inc.,
Finlayson, Minnesota

First of Austin Bancshares, Inc.,
Austin, Texas

First Bancorp, Inc.,
Corsicana, Texas

First Bancorp of War, Inc.,
Welch, West Virginia

First Community Bancshares,
Inc.,
Lone Grove, Oklahoma

First Granbury Bancorporation,
Granbury, Texas

First New Mexico Bankshare
Corporation,
Albuquerque, New Mexico
First State Bancorporation,
Tiptonville, Tennessee

First Medicine Lodge Banc-
shares, Inc.,
Medicine Lodge, Kansas

First National Financial Corp. of
Martinsville, Martinsville,
Indiana

First Peoples Bancorp, Inc.,
Jefferson City, Tennessee

Geneseo Bancshares, Inc.,
Geneseo, Kansas

Guardian Banks Financial Corp.,
Seminotle, Florida

Bank(s)

The Farmers & Merchants Na-
tional Bank of Kaufman,
Kaufman, Texas

The National Bank of Dainger-
field,

Daingerfield, Texas

Citizens First National Bank of
Citrus County,

Inverness, Florida

Citizens First National Bank of
Crystal River,

Crystal River, Florida

Lake County Bank,
Leesburg, Florida

First State Bank of Finlayson,
Finlayson, Minnesota

Western National Bank,
Austin, Texas

First Greenville Bancshares, Inc.,
Greenville, Texas

First Greenville National Bank,
Greenville, Texas

The Bank of War,

War, West Virginia

First Community Bank of Lone
Grove,

Lone Grove, Oklahoma

The First National Bank of Gran-
bury,

Granbury, Texas

Southwest National Bank,
Hobbs, New Mexico

First State Bank and Trust Com-
pany,
Tiptonville, Tennessee

First National Bank of Medicine
Lodge,
Medicine Lodge, Kansas

First National Bank, Martinsville,
Martinsville, Indiana

First Peoples Bank of Jefferson
County,
Jefferson City, Tennessee
The Citizens State Bank,
Geneseo, Kansas
Guardian Bank,
Seminole, Florida

Reserve
Bank

Dallas

Dallas

Atlanta

Minneapolis
Dallas

Dallas

Richmond

Kansas City

Dallas

Kansas City

St. Louis

Kansas City

Chicago

Atlanta

Kansas City

Atlanta

Board action
(effective
date)

February 2, 1981

January 30, 1981

January 30, 1981

February 12, 1981
January 30, 1981

February 9, 1981

January 29, 1981

February 23, 1981

January 29, 1981

February 17, 1981

February 13, 1981

January 30, 1981

February 5, 1981

January 30, 1981

February 12, 1981

January 30, 1981



Section 3—continued

Applicant

Gulf Coast Bancshares, Inc.,
Alvin, Texas

Hawkeye Bancorporation,
Des Moines, lowa

Henry County Bancorp, Inc.,
Cambridge, 1llinois

lowa-Grant Bankshares, Inc.,
Cobb, Wisconsin

Merchants Financial Corporation,
Dallas, Texas

Middle Georgia Corporation,
Ellaville, Georgia

Montfort Bancorporation, Inc.,
Platteville, Wisconsin

NBC Bancshares, Inc.,
Austin, Texas

Peoples Bancshares, Inc.,
Colorado Springs, Colorado
Security Bancorporation, Inc.,
Newport, Minnesota
Southeast Capital Corporation,
Quitman, Mississippi
Southern Indiana Bancorp, Inc.,
Newburgh, Indiana

United Banks of Wisconsin, Inc.,
Madison, Wisconsin

Valley Bank Holding Company,
Security, Colorado

Weldon Bancshares, Inc.,
Weldon, Illinois

Bank(s)

First National Bank of Alvin,
Alvin, Texas
Cedar River Bancorporation,
Cedar Rapids, lowa
The United State Bank,
Cedar Rapids, lowa
Peoples Bank of Cambridge,
Cambridge, Illinois
Cobb State Bank,
Cobb, Wisconsin
Merchants State Bank,
Dallas, Texas
Bank of Ellaville,
Ellaville, Georgia
Citizens State Bank,
Montfort, Wisconsin
National Bank of Commerce,
Austin, Texas
National Bank of Commerce-
South
Austin, Texas
Peoples Bank of Westville,
Westville, Oklahoma
Security State Bank,
Ladysmith, Wisconsin
Southeast Mississippi Bank,
Quitman, Mississippi
Southern Indiana Bank and Trust
Company,
Newburgh, Indiana
Farmers & Citizens Bank,
Sauk City, Wisconsin
The Bank of Fountain Valley,
Security, Colorado
Weldon State Bank,
Weldon, Illinois

Keserve
Bank

Dallas

Chicago

Chicago
Chicago
Dallas
Atlanta
Chicago

Dallas

Kansas City
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Board action
(effective

date)
February 19, 1981
February 17, 1981
February 17, 1981
February 11, 1981
February 13, 1981
February 9, 1981
February 11, 1981

February 19, 1981

February 13, 1981

Minneapolis February 11, 1981
Atlanta February 17, 1981
St. Louis February 6, 1981
Chicago February 12, 1981

Kansas City

Chicago

February 12, 1981

February 11, 1981
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Sections 3 and 4

Nonbanking

. Reserve Effective
Applicant Bank(s) company Bank date
(or activity)
First Guthrie Banc- First Union Corpora-  consumer finance ac- Kansas City February 6, 1981
shares, Inc., tion, tivities and credit-
Guthrie, Stillwater, related insurance
Oklahoma Oklahoma sales

The First National
Bank and Trust
Company of Still-
water,

Stillwater,
Oklahoma

Lakeland State Bank, to continue to engage  Minneapolis February 10, 1981

Lakeland Agency,

Inc., Pequot Lakes, in general insurance
Pequot Lakes, Minnesota activities in Pequot
Minnesota Lakes, Minnesota,
a town of less than
5,000 population
Section 4
" Nonbanking L
Applicant company ¢ Effective
date

(or activity)

February 5, 1981

to engage in the activity of servicing
the loans and other extensions of
credit acquired through an existing
subsidiary
to continue to engage in leasing activi-
Milwaukee, Wisconsin ties through its subsidiary
Morrill Bancshares, Inc., to engage in general insurance agency
Sabetha, Kansas activities
Southern Bancorporation, Inc. World Acceptance Corporation and
World Finance Corporation of
Georgia, Family Financial Services
Inc., Fort Valley, Georgia

Deposit Grm;nty Corp.,
Jackson, Mississippi

Marsall & Ilsley Corporation, February 7, 1981
February 4, 1981

February 6, 1981

ORDERS APPROVED UNDER BANK MERGER ACT

By Federal Reserve Banks

. Reserve Effective
Applicant Banks Bank date
The Carroll County Trust Com- Lafayette National Bank, Boston 7 February 17, 17981

pany, Littleton, New Hampshire
Conway, New Hampshire
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PENDING CASES INVOLVING THE BOARD OF GOVERNORS

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

Wilshire Oil Company of Texas v. Board of Gover-
nors, et al., filed U.S.D.C. for New Jersey.

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

Wilshire Oil Company of Texas v. Board of Gover-
nors, filed December 1980, U.S.C.A. for the District
of Columbia.

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

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

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

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

Independent Insurance Agents of America and Inde-

pendent Insurance Agents of Missouri v. Board of

Governors, filed September 1980, U.S.C.A. for the
Eighth Circuit.
Independent Insurance Agents of America and Inde-

pendent Insurance Agents of Virginia v. Board of

Governors, filed September 1980, U.S.C.A. for the
Fourth Circuit.

Nebraska Bankers Association, et al. v. Board of

Governors, et al., filed September 1980, U.S.D.C.
for the District of Nebraska.

Republic of Texas Corporation v. Board of Governors,
filed September 1980, U.S.C.A. for the Fifth Cir-
cuit.

Consumers Union of the United States, Inc., v. Board
of Governors et al., filed August 1980, U.S.D.C. for
the District of Columbia.

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

Otero Savings and Loan Association v. Board of

Governors, filed August 1980, U.S.D.C. for the
District of Columbia.
Edwin F. Gordon v. Board of Governors, et al., filed
August 1980, U.S.C.A. for the Fifth Circuit.
Martin-Trigona v. Board of Governors, filed July
1980, U.S.C.A. for the District of Columbia.

U.S. League of Savings Associations v. Depository
Institutions Deregulation Committee, et al., filed
June 1980, U.S.D.C. for the District of Columbia.

Berkovitz, et al. v. Government of Iran, et ul., filed
June 1980, U.S.D.C. for the Northern District of
California.

Mercantile Texas Corporation v. Board of Governors,
filed May 1980, U.S.C.A. for the Fifth Circuit.

Corbin, Trustee v. United States, filed May 1980,
United States Court of Claims.

Louis J. Roussel v. Bourd of Governors, filed April
1980, U.S.D.C. for the District of Columbia.

Ulyssess S. Crockett v. United States et al., tiled April
1980, U.S.D.C. for the Eastern District of North
Carolina.

County National Bancorporation and TGB Co. v.
Board of Governors, filed September 1979,
U.S.C.A. for the Eighth Circuit.

Gregory v. Board of Governors, filed July 1979,
U.S.D.C. for the District of Columbia.

Donald W. Riegel, Jr. v. Federal Open Market Com-
mittee, filed JTuly 1979, U.S.D.C. for the District of
Columbia.

Connecticut Bankers Association, et al., v. Board of
Governors, filed May 1979, U.S.C.A. for the Dis-
trict of Columbia.

Independent Insurance Agents of America, et ul., v.
Board of Governors, filed May 1979, U.S.C.A. for
the District of Columbia.

Independent Insurance Agents of America, et al., v.
Board of Governors, filed April 1979, U.S.C.A. for
the District of Columbia.

Independent Insurance Agents of America, et al., v.
Bouard of Governors, filed March 1979, U.S.C.A. for
the District of Columbia.

Security Bancorp and Security National Bank v.
Bourd of Governors, filed March 1978, U.S.C.A. for
the Ninth Circuit.

Investment Company Institute v. Board of Governors,
filed September 1977, U.S.D.C. for the District of
Columbia,

Roberts Farms, Inc., v. Comptroller of the Currency,
et al,, filed November 1975, U.S.D.C. for the South-
ern District of California.

David Merrill, et al. v. Federal Open Market Commit-
tee, filed May 1975, U.S.D.C. for the District of
Columbia.
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Domestic Financial Statistics A3

1.10 MONETARY AGGREGATES AND INTEREST RATES

1980 1980 1981
ltem
01 Q2 3 04 Sept QOct Nov Dec. Jan
Monetary and credat aggiegates
(annual tates ot change, seasonally adjusted in pereent)!
Reserves of deposiory iistiations ’7
1 Total 13 04 67 165 213 52 359 16 10
2 Required 51 07 &8 152 229 68 270 00 07
3 Nonborrowed 33 74 124 72 07 54 13.2 13.4 82
4 Monetary base? 78 52 99 (2 97 1ot t5 0 49 27
Concepts of money and liquid avsets?
5 M-IA 46 44 1ns 81 121 91 635 11 37 4
6 M-1B 58 26 14 6 108 158 18 87 90 122
7 M-2 73 56 16 0 9 87 8.8 104 19r 57
8 M-1 80 S8 130 e 96 108 152 73 127
9L 86 78 97 12 129 6 67 14 27 138 na
1ume and savings deposits
Commcereial banks
10 Total 82 100 49 150 125 17 232 183 18 1
11 Savingst 198 217 27.5 17 88 100 87 -40 0 549
12 Small-denomimation tune’ 289 31 07 171 66 113 6 396 363
13 1 arge-denominauon tme® 1t 106 72 214 228 41 82 395 499
14 Thritt institutions? 26 48 99 s 1062 17 127 10 87 -13
15 Total loans and sceunities at commerctal banks® 95 5 70 14 8 141 133 16 6 126 {62
1980 1980 1981
01 02 (O3] 04 Oct Nov Dec Jan Ich
Interest 1atey (levels, percent per annum)
Shott-term rates
16 Federal funds? 1505 12 .09 983 15 85 12 81 15 85 18 90 19 08 1593
17 Discount window borrowing!? 12 51 12 45 10 35 1178 1100 1t 47 1287 1300 1300
18 Lieasury bills (3-month market ywld)!! 1335 962 915 1361 162 1373 15 49 1502 14 79
19 Commereial paper (3-month)! 12 14 54 [118 965 1526 1252 1518 18 07 16 58 15 49
Long-term rates
Bonds
20 US government!? 1178 10 58 1095 1223 17 12 44 12 49 1229 12 98
21 State and local government! 823 795 858 959 911 956 10 11 9 66 1010
22 Aaa utihty (new sue))® 1322 1177 1220 13 49 13 18 13 85 14 51 1412 14 90
23 Conventional mortgages'® 14 32 1270 1312 14 62 1410 14 70 1508 14 95 1510
-

I Unless otherwise noted, rates of change are caleulated trom average amounts
outstandmg in preceding month or guarter Growth rates lor member bank reserves
are adjusted for discontinurties in series that 1esudt trom changes in Regulations
D and M

2 Includes reserve balances at Federal Reserve Banks m the current week plus
vault cash hetd two weeks carlier used to satisty teserve requirements at all deposi-
tory mstitutions plus carrency outside the U S "heasimy, Federal Reserve Banks,
the vaults of depository mstitutions, and surplus vault cash at depository institu-
tions

3 M-1A Averages of daily tigures tor (1) demand deposits at all commercial
banks other than those duc to domestic banks, the U § government, and foreign
banks and oftictal institutions less cash items in the process of collection and Federad
Reserve float, and (2) curiency outside the Treasuty, Fedéral Reserve banks, and
the vauits of commercial banks

M- IB. M=1A plus negotiable order of withdrawal and antomated transter service
accounts at banks and thuift mstitutions, credit wmon share dratt accounts, and
demand deposits at mutual savings banks

M-2 M- 1B plus savings and small-denommation time deposits at all depository
mstitutions, overnight repuichase agicements at wmmcum‘ banks, overnight Fu-
radotlats held by U'S 1estdents other than banks at Cantbbean branches of member
banks, and money market mutual tund shares

M-3 M 2 plus large-denomnation time deposits at all depository mstitutions
and term RPs at commercral banks and savings and loan assoclations

I. M-=3 plus other liqurd assets such as teem Furodollars held by U S sesidents
other than banks, bankers acceptances, commercial papet, Freasury bills and other
liquid Treasury secunties, and U S savings bonds

4 Savings deposits exclude NOW and ATS accounts at commercral banks

5 Small-denonunation time deposits are those issued m amounts of less than
$100,000.

6 Large-denommation time deposits are those sssued 1m amounts of $100,000 or
moic

7 Savings and loan associations, mutual savings banks, and credit umons

8 Changes caleulated trom tigures shown n table 123

9 Averages of daily effective rates (average of the rates on g given date weighted
by the volume of transactions at those rates)

10 Rate tor the Federal Reserve Bank of New Yotk

11, Quoted on a bank-discount biasts

12 Beginntng Nov 1977 unweighted average ot ottening
five dealers Previously, most representative rate quolcdt
Nov 1979, data shown are tor 90- to 119-day matunty

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

14 Bond Buyer series tor 20 issues of mixed quality

1S Waghted averages af new publicly offered bonds tated Aaa, Aa, and A by
Moody's Investors Service and adpusted to an Aaa basis Federal Reserve com-
ptlations

16 Average rates ot new commtments for conventional tiest mortgages on new
homes in primary markets, unweighted and rounded to nearest 5 basis points, trom
Dept of Housing and Utban Development

rates quoted by at least
y these dealers Betore
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1.11

Millions of dollars

Domestic Financial Statistics (1 March 1981

RESERVES OF DEPOSITORY INSTITUTIONS, RESERVE BANK CREDIT

MU"‘:QIIK, ‘}Y;J‘rlf:g ot Weekly averages of daily figures tor week-ending
Factors
1980 1981 1981
Dec Jan. Feb Jan, 14 Jan 21 Jan 28 Feb 4 Feb. 11 Feb. 18 Feb. 25
SuUPPI YING RLSLRVL Fuvbs
1 Reserve Bank credit outstanding 143,250 | 142,819 | 140,373 143,691 143,002 140,192 139,632 139,545 141,281 140,696
2U S government securities’ 119,074 | 119,362 116,509 120,543 119,952 116.988 116,737 115,857 117,348 115,262
3 fh( outright . 118,548 | 118,795 | 116,509 120,543 119,753 116,988 116,737 115857 117,348 115,262
4 Hel under repurchase dgrccmcms . 526 567 . L 199 . . .. Y L
5 Fedcral agency securities . ... ... 8,821 8.812 8,739 8,739 8,754 8.739 8,739 8,739 8,739 8,739
6 Bou ghl outright 8,743 8.739 8.739 8.739 8.739 8739 8.739 8.739 8.739 8,739
7 Held under repurchase agrccmcnls K 73 e 15 . Coes e
8 Acceptances .. 124 68 L . 32 . .. s . .
9 Loans. 1,617 1.405 1278 1332 1,419 1,793 1.201 1.113 1,145 1,713
1) Float 5,797 4.161 3755 4,489 3,650 3235 3.047 3.438 3,745 5,272
11 Other Federal Reserve assets . ... 7.817 92011 10,092 8.587 9.195 9437 9,907 10,398 10,305 9,709
12 Gold stock ... 11.161 11,160 11,159 11,161 11,160 11,159 11.159 11,159 11,159 11,159
13 Special drawing rlghts certificate acu)unl 3,313 2518 2518 2,518 2,518 2.518 2.518 2.518 2.518 2.518
14 1J:edsury currency outstandmg .. ..., 13,4221 13,465 13.465 13,431 13,438 13.446 13,638 13.460 13,465 13,474
ABSORBING RESLRVL. FUNDS
15 Currency in circulation . 135.676 | 133.443 131,846 134,479 132,811 131,370 131,139 131,721 132,431 131,989
16 Treasury cash holdings . .. 446 440 452 440 437 443 445 445 450 450
Deposits. other than member bank reserves,
with Federal Reserve Banks
17 Treasury . ... ... 2722 3172 3297 3,088 3.109 3.498 3,288 3.926 2,832 3,376
18  Foreign 353 380 119 530 304 275 402 283 346 282
19 Other.. 403 541 4 395 672 468 501 431 366 37
20 Other Federal Reserve habilities and
capital .. , . 4.881 4,872 4,609 4,971 4,973 4,753 4,600 4,532 4,635 4,610
21 Reserve accounts? . 26,064 | 27,114 26,591 26,900 27809 26,508 26,571 25,344 27.364 26,765
End-ot-month tigures Wednesday figures
1980 1981 1981
Dec Jan, Feb Jan. 14 Jan 21 Jan 28 Feb 4 Feb 11 Feb 18 Feb 25
SUPPLYING RESERVL FUNDS
22 Reserve bank credit outstanding 146,383 | 139,328 | 139,199 145,550 137,992 138,371 140,417 143,200 142,868 143,683
23 U.S. government securities! . | 121,328 | 117.169 117,621 121,571 113.812 115.138 117,179 117,146 117,913 116,622
24 ocfhl outright . 119299 | 117.169 | 117.621 121,571 113,812 115,138 117,179 117,146 117.913 116,622
25  Held under repurchasc agn.cmcms . 2.029 . . . ..
26 Federal agency securities ... .. 9.264 8,739 8.737 8.739 8,739 8,739 8,739 8,739 8,739 8,737
27 Bought outright . . 8,739 8,739 8.737 8,739 8.739 8.739 8.739 8.739 8,739 8,737
28  Held under repurchase agrecments 525
29 Acceptances s e 776 .. . . . .
30 Loans 1,809 1.304 1,249 2,539 1,349 1,553 752 1,037 875 5,192
31 Float .. ... P 4.467 2,280 1.545 3.863 4,894 3,061 3.547 5,700 5472 3.279
32 Other Federal Reserve assets . 8.739 9 836 10,047 8.838 9.198 9.880 10,200 10,578 9.869 9,853
33 Gold stack 11,160 1159 11,156 11,160 11,159 11,159 11,159 11,159 11,159 11,158
34 Special drawing rights certificate account 2,518 2518 2,518 2.518 2518 2.518 2,518 2,518 2,518 2,518
35 1}:easury currency outstanding 13838 | 13.886 13.477 13.437 13,444 13.450 13,457 13.464 13,471 13.477
ABSORBING RESERVE FUNDS
36 Currency in circulation 137,244 1 131,113 131,375 134,042 132.325 131,372 131,424 132,461 132,846 132,006
37 Treasury cash holdings . 437 451 460 440 440 440 441 445 450 450
Deposits, other than member bank reserves,
with Federal Reserve Banks
38 Treasury . 3,062 3.038 2,284 2814 3m3 2.974 4,069 3.468 3.729 3,433
39  Foreign 411 573 422 301 248 302 278 267 241 232
40  Other . 617 518 337 170 536 439 432 424 364 397
41 Other Federal Reserve habilities and
capital .. ... 4,671 4,579 4,737 4,891 4,701 4.649 4,431 4,708 4,486 4.449
42 Reserve accounts? .. ... .. 27,456 26,621 26,734 29,807 23,850 25323 26,476 28,568 27,900 29,869

sche

1. Includes securities loaned—fully guaranteed by U S government secunities
pledged with Federal Reserve Banks—and evc/udes (if any) secuntics sold and
guled to be bought back under matched sale-purchase transactions

2. Includes reserve balances of all depository institutions.
Note. For amounts of currency and comn held as reserves, see table 1 12,



Member Banks AS
1.12 RESERVES AND BORROWINGS Depository Institutions
Millions of dollats
Monthly averages of daily figures
Reserve classification 1979 1980 1981
Dec June July Aug Sept Oct Nov Deo Jan.» Feb.r
1 Reserve balances with Reserve Banks! 32,473 32,125 31,384 28,923 29,164 29,976 29,215 26,664 27,114 26,591
2 Total vauit cash (estiumated) . 15,311 18,149 19,293 17,824
3 Vault cash at wstitutions with required
reserve balances2 ., | 11,344 11,141 11,287 11,262 11,811 11,678 11,876 12,602 13,587 12,187
4 Vault cash equal to required reserves at
other institutions . na n.a na na na na 439 704 700 763
5 Surplus vault cash at other institutions?® na n,.a na na na na 2,996 4,843 5,006 4,874
6 Reserve balances + total vault cash? 43,972 43,479 42,859 40,373 41,164 41,815 44,674 44,94() 46,520 44,524
7 Reserve balances + total vault cash used
to satisfy rescrve requirements?.s na n.a na na na na 41,678 40,097 41,514 39,650
8 Required reserves (estimated) 43,578 43,268 42,575 40,071 40,908 41,498 40,723 40,067 41,025 39,448
9 Excess reserve balances at Reserve Banksto 394 211 284 302 256 317 955 30 489 202
10 Total borrowings at Reserve Banks .. 147 380 395 659 1,311 1,335 2,156 1.617 1,405 1,278
11 Seasonal borrowings at Reserve Banks 82 12 7 10 26 67 99 116 120 148
Large commercial banks
12 Reserves held A ¥ 24,940 26,267 24 874
13 Requred ﬂ 25,819 26,605 25,328
14 Excess — 879 —338 —454
Small commerctal banks
15 Reserves held 13,719 13,935 13,305
16 Requued.... . 13,523 13,690 13,235
17 Excess na na na na na na na 196 245 70
U.S agencies and branches
18 Reserves held . 260 253 388
19 Requred 230 228 366
20 Excess . . 30 25 22
All other insttutions
21 Reserves held 494 513 502
22 Required 495 502 519
23 Excess . \ \ J -1 11 217
Weckly averages of daily figures tor week ending
Dece. 24 | Dec 31 Jan. 7 Jan. 14p Jan 21 Jan 287 | Feb d4p | Feb 117 | Feb, 187 | Feb 250
24 Reserve balances with Reserve Banks! . 27,659 27,277 27718 26,900 27,809 26,508 26,571 25,344 27,364 26,765
25 Total vault cash (estimated) ... ... . 17,663 18,482 17,841 20,390 20,244 18,827 18,985 18,742 17,421 16,820
26 Vault cash at insututions with required
reserve balances? | | 12,345 12,954 12,498 14,268 14,066 13,736 13,067 12,942 11,886 11,464
27 Vault cash equal to required reserves at
other nstitutions 700 700 700 700 700 700 700 700 700 700
28  Surplus vaull cash at other nstitutions? 4,618 4,828 4,643 5,422 5,478 4,391 5,218 5,100 4,835 4,656
29 Reserve balances + total vault cash? 45,456 45,882 45,681 47,403 48,165 45,442 45,667 44,196 44,893 43,693
30 Reserve balances + total vault cash used
to satisfy reserve requirementsts 40,838 41,054 41,038 41,981 42,687 41,051 40,449 39,096 40,058 39,037
31 Required reserves (estimated) .. | 40,029 40,558 40,374 41,240 42,180 40,651 40,221 38,926 39,760 39,202
32 Excess reserve balances at Reserve Banks*6 809 496 664 741 507 400 228 170 298 —165
33 Total borrowings at Reserve Banks .. ... 1,649 1,627 1,117 1,332 1,419 1,793 1,201 1,113 1,145 1,713
34 Seasonal borrowings at Reserve Banks 19 116 112 105 123 137 125 131 154 160
Large commercial banks
35 Reserves held 25,757 25,700 25,897 26,698 27.380 25,881 25,526 24,830 25,241 23,669
36 Required 25,773 26,163 26,050 26,797 27,629 26,222 25,955 25,031 25,573 25,041
37 Excess . .. ... .. -16 —463 —153 -99 —249 =341 - 429 —201 -332 -1,372
Small commercial banks
38 Reserves held 13,828 13,955 13,832 13,889 14,185 13,929 13,674 13,159 13,336 13,180
39 Required 13,551 13,643 13,598 13,693 13.825 13,698 13,554 13,126 13,184 13.226
40 Excess ....... 277 an 234 196 360 231 120 N 152 —46
US agencies and branches
41 Reserves held . 261 262 271 264 252 244 226 261 465 482
42 Required 221 234 242 221 223 231 226 237 461 440
43  Excess .... . 40 28 29 43 29 13 0 24 4 42
All other institutions
44 Reserves held 463 527 565 529 496 473 495 479 510 485
45  Required 484 SI8 484 529 503 500 486 532 542 495
46  Excess -21 9 81 0 -7 =27 9 -53 -32 —10

1. Includes all reserve balances of depository institutions

2 Prior to Nov 13, 1980, the figures shown reflect only the vault cash held by
member banks

3 Total vauit cash at institutions without required rescrve balances less vault
cash equal to their required rescrves.

4 Adjusted to include waivers of penalties for reserve deficiencies in accordance
with Board policy, cffective Nov 19, 1975, of permutting transitional relicf on a
graduated basis over a 24-month pertod when a nonmember bank merged into an

existing member bank, or when a nonmember bank joins the Federal Reserve
System For weeks for which figures are prelimmnary, figures by class of bank do
not add to total because adjusted data by class are not available.

5 Reserve balances with Federal Reserve Banks plus vault cash at institutions
with required reserve balances plus vault cash equal to required reserves at other
institutions

6 Reserve balances with Federal Reserve Banks plus vault cash uscd to satisfy
reserve requirements less required reserves (This measure of excess reserves is
comparable to the old excess reserve concept published historically )
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1.13 FEDERAL FUNDS AND REPURCHASE AGREEMENTS Large Member Banks!

Averages of daily figurces, in millions of dollars

1980 and 1981, week ending Wednesday
By maturity and source

Dec 31 Jan 7 Jan 14 Jan. 21 Jan 28 Feb 4 Feb 11 Feb 18 Feb. 25

One day and continuing contract

1 Commeraal banks in United States Lo P 45,865 50,819 52,180 48,688 44 416" 45,728 48,974 48,056 47 407
2 Other depository insututions, foreign banks and foregn

official mstitutions, and U.S government agencies 13,846 14,516 15,309 14,602 14,227 13,884 15,093 15,244 14,672
3 Nonbank securities dealers e

o e e 2,242 2,784 2,937 2,899 2,768 2,272 2,234 2,574 2,251
4 Aliother ..... e e e 14,598 16,120 17,728 17.817 17,3257 17.846 17.143 17,153 19,187

All other maturities

5 Commercial banks in United States . . PR 5,266 4,606 4,181 3,993 4,196 4,095 4,582 4,935 3,958
6 Other depository institutions, foreign banks and foreign

official institutions, and U S. government agencies 7.738 7.112 7,138 7,058 73027 7,553 7.539 7,530 7,339
7 Nonbank securities dealers . .. ....... 4,491 4,150 4,085 4,652 4,918 5,014 4,868 4,751 4,390
8 Allother ..... AP - 13,847 12,062 11,356 11,865" 12,377 11,740 11,924 11.564 11,011

MEMo: Federal funds and resale agreement loans in ma-
turities of one day or continuing contract

9 Commercial banks in United States .. ... 15,532 18,124 17,016 13,873 11,356 13,967 14,038 17,221 14,409

10 Nonbank secunities dealess . e e 2,772 3614 3,724~ 3032 2,547 2,869 2,686 2918 3,006

1. Banks with assets of §1 billion or more as of December 31, 1977,



1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per annum

Policy Instruments Al

Curtent and previous levels

Short-term Extended credit Fmergency credit
adjustment credit! to all others N
Pedcra\azlkescrvc Seasonal credit Spectal urcumstances? under section 13
Rate on | Ettective Previous | Rate on | Lftective Previous | Rate on | Effective Previous | Rate on [ Eftective Fl’rcvmus
2/28/81 date rate 2128/81 date rate 2128/81 date rate 2/28/81 date 1ite
1
Boston ...... . . 13 12/8/80 12 13 12/8/80 12 14 12/8/80 13 16 12/8/80 15
New York . 13 12/5/80 12 13 12/5/80 12 14 12/5/80 13 16 12/5/80 15
Philadelphia 13 12/8/80 12 13 12/8/80 12 14 12/8/80 13 16 12/8/80 N
Cleveland 3 12/5/80 2 {3 12/5/80 12 14 12/5/80 13 14 12/5/80 15
Richmond . 13 12/5/80 12 13 12/5/80 12 14 12/5/80 13 16 12/5/80 15
Atlanta .. ... . t3 12/5/80 12 13 12/5/30 12 14 12/5/80 13 16 12/5/80 15
Chicago ...... . . 13 12/8/80 12 13 12/8/80 12 14 12/8/80 13 16 12/8/80 15
St. Lows ..,...... 13 12/5/80 12 13 12/5/80 12 14 12/5/80 13 16 12/5/80 15
Minneapolis .. . 13 12/5/80 12 13 12/5/80 12 14 12/5/80 13 16 12/5/80 15
Kansas City 13 12/5/80 12 13 12/5/30 12 14 12/5/80 13 16 12/5/80 15
Dallas 13 12/8/80 12 13 12/8/30 12 14 12/8/80 13 16 12/8/80 15
San Francisco . . 13 12/5/80 12 13 12/5/80 1?2 14 12/5/80 13 16 12/5/80 15
Range of rates m recent years®S
Range {or F.R Range {or FR Range (or FR
Effective date X’]‘]"’]L)R B;‘)'f‘k Ftfective date J\LIVIL}I;)R B:"?k Eftective date kl‘ﬁl)a B;"'f]k
Banks NY. Banks NY Banks NY
In ceffect Dec 3L, 1470 . 5hL slh 1974— Apr 25 -8 8 1978— July L0 TV V4
1971— Jan 8 RIZNZ] 5V 30 8 8 Aug 21, his TV
15 s Sl Dece. 9 TVa-8 s Sept 22 8 8
19 5-5% Sl 16 7V s Oct 16 88k 17}
22 5-5% 5 20 8 . 15)
29 5 5 1975- Jan 6 7V iz Nov 1 89l 9l
Feb, 13 4¥4-5 5 10 7V 7% 3 9l Bl7}
19 4% A% 24, TVa Vs
July 16 4Y4-5 ) Feb  § 6¥a-7Vs 6% 1979— July 20 10 10
23 N 5 7 6% 6% Aug. 17 10-10%2 [(817]
Nov 11 4¥s-5 S Mar 10 6Y-6%s 6l 20, 10 ji17]
19 4% 4% 14 (7] 6v4 Sept 19 10Ve-11 I
Dec. 13 4lh-4% 4% May 16 6-6%4 6 21 11 11
17 4144V 41h Oct 8 11-12 12
24 4% 4lA 1976— Jan 1Y 5h-6 5lh 10, i2 12
23 st 5k
1973— Jan, 15 N 5 Nov 22 5h-5ba k12 1980 — Feb 15 12-13 13
Feh, 26 5-5W sl 26 sl Sl 19 13 13
Mar 2 sk sl May 29, 12-13 13
I/tlpr 23 514-5% 5lh 1977— Aug 30 Sha 5% sk 30 12 12
ay 4 5% 5% 31 5Va-5Vs 5Y June 13 11-12 11
n SYa-6 6 Sept, 2 k324 sV 6 i1 i1
18 6 6 Oct 26 6 6 July 28 . 10-11 10
June 11 6-6%2 64 29 10 10
15 6k 6 1978— Jan 9 66l 6l Sept 26 11 11
July 2 7 7 20 6% 6 Nov. 17 12 12
Aug 14 7-7'% 7 May 11 617 7 Dec, 5 12-13 13
23 T 7V 12 7 7 8. 11 13
July 3 7-7V Vs In effect Feb 28, ivx1 13 [k}

1. Effective Dec 5, 1980, a 3 percent surcharge was applied to short-term ad-
justment credit borrowings by mstitutions with deposits of $500 nullion or more
who borrowed n successtve weeks or in more than 4 weeks 1 a calendar quarter

2 Applicable to advances when exceptional circumstances or practices involve
only a particular depository mstitution as described n section 201 3(b) (2) of Reg-
ulation A

3. Applicable to emergency advances to individuals, partnerships, and corpo-
rations as described in section 201.3(c) of Regulation A.

4, Rates for short-term adjustment credit For description and earlier data see
the following publications of the Board ot Governors Banking and Monetary
Swansucs, 1914-1941 and [941-1970, Annual Stanstical Digest, 1971-1975, 1972-1976,
1973-1977, and 1974-1978

S, Twice in 1980, the Federal Reserve apphed a surcharge to short-term ad-
Justment credit borrowings by institutions with deposits of $500 million or more
who had borrowed n successive weeks or in more than 4 weeks in a calendar
quarter A 3 percent surcharge was in etfect from Mar 17, 1980, through May 7,
1980 On Nov 17, 1980, a 2 percent surcharge was adopted which was subsequently
raised to 3 percent on Dec. 5, 1980,
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1.15 DEPOSITORY INSTITUTIONS RESERVE REQUIREMENTS!

Percent of deposits

becmbcr hlank requirements Dcp(v‘snury mstitution requirements
cfore implementation of the atter implementation of the
Type of ,dCP"I“I“‘ ““‘]f‘:jclﬁ?ﬁ“ interval Monctl‘)iry Control Act Type ot deposit, and Monetary Control Act’
n millons of dollars deposit interval
Percent Lffective date Pereent Ftfective date
Net demand? Net transaction accounts®
0-2 ... 7 12130176 $0-$25 million . 3 11/13/80
2-10 9l 12/30/76 Over $25 millton 12 11/13/80
10-100 1% 12/30/76
100400 12% 12/30/76 Nonpersonal tne deposits’
Over 400 16%4 12/30/76 By ongmal maturity
[ ess than 4 years . 3 11713/80
Time and savings?} 4 years or more . [ 11/13/80
Savings 3 I10/67
FLurocurrency liabiies
Time? All types 3 11/13/80
0-5, by matunty

30-179 days . 3 667

180 days to 4 years 2% /8176

4 years or more . 1 10/30/75

Over S, by maturity

30-179 days .. 6 12/12/74

180 days to 4 years 2 1/8/76

4 years or more 1 10/30/75

t For changes in reserve requirements beginning 1963, see Board's Annual
Statistical Digest, 1971-1975 and tor prior changes, see Board's Annual Report tos
1976, table 13 Under provisions of the Monctary Control Act. depository insti-
tutions mclude commercial banks, mutual savings banks, savings and loan asso-
ciations, credit umons, agencies and branches of foreign banks, and Edge Act
corporations

2 (a) Requirement schedules arc graduated, and each deposit interval apphes
to that part of the deposits of cach bank Demand deposits subject to rescrve
rcc(;lmremems are gross demand deposits munus cash 1items n process of collection
and demand balances due from domestic banks

{b) The Federal Rescrve Act as amended through 1978 specified different ranges
of requirements for rescrve city banks and for other banli(s Reserve citics were
designated under a criterion adopted effective Nov 9, 1972, by which a bank having
net demand depostts of more than $400 million was considered to have the character
of business of a reserve city bank. The presence of the head otfice of such a bank
constituted designation of that place as a reserve city Cities 1 which there were
Federal Reserve Banks or branches were also reserve cities Any banks having net
demand deposits of $400 million or less were considered to have the character of
business of banks outside of reserve citics and were permitted to mamntain reserves
at ratios set for banks not in reserve cities

(c) Effective Aug 24, 1978, the Regulation M reserve requirements on net
balances due from ﬁomcsuc banks to their foreign branches and on deposits that
foreign branches lend to U $ residents were reduced to zero trom 4 percent and
1 percent, respectively The Regulation D reserve requirement on borrowings from
unrelated banks abroad was also reduced to zero from 4 percent

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

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

(b) T%lc average reserve requirement on savings and other time deposits before
implementation of the Monetary Control Act had to be at least 3 percent, the
minimum s}accmcd by law.

4. (a) Etfective Nov., 2, 1978, a supFIcmcntdry reserve requirement of 2 pereent
was imposed on large time deposits of $100,000 or more, obhigations of aftthates,
and inebigible acceptances. This sufpkzmcn\my requirement was chiminated with
the maintenance pertod beginming July 24, 1980

(b) Etfcctive with the reserve ance period beg g Oct 25, 1979, a
margmal Teserve requrement of 8 pereent was added to managed habilities m
excess of a base amount This marginal requirement was mereased to H percent
beginming Apnil 3, 1980, was decreased to Fcrccm beginming June 12, 1980, and
was reduced to zero beginning July 24, 1980. Managed habilities are defined as
large time deposits, Eurodollar borrowings, repurchase agreements agamst U S
government and federal agency securtties, tederal funds borrowmngs trom non-
member institutions, and certain other obligations In general, the base for the
margmadl reserve requirement was onFlna]ly the greater ot (a) $100 muthon or (b)
the average amount ot the managed hiabilitics held by a member bank, Edge
corporation, or family of U S, branches and agencies of « foreign bank tor the two
statement weeks endmg Sept 26, 1979 For the computation period beginning Mar
20, 1980, the base was lowered by (a) 7 percent or (bythc decrease i aninstitution’s
US office gross loans to torcigners and gross balances due from foreign offices
of other nstitutions between the base pertod (Sept 13-26, 1979) and the week
ending Mar 12, 1980, whichever was greater Far the computation peniad beginning
May 29, 1980, the base was increased by 712 percent above the base used to calculate
the marginal reserve 1n the statement week of May 14-21, 1980 In adduion,
beginning Mar 19, 1980, the base was reduced to the extent that foreign loans and
balances declined

5. For existing nonmember banks and thrift mstitutions, there 1s a phase-n
period ending Scpt. 3, 1987 For existing member banks the phasc-in period 1s
about threc years, depending on whether their new reserve requirements are greater
or less than the old requirements For existing agencies and branches of foreign
banks, the phase-in ends Aug. 12, 1982, All new institutions will have a two-year
phasc-in beginning with the date that they open for business

6 Transaction accounts include all deposits on which the account holder 1s
permutted to make withdrawals by negotiable or transferable instruments, payment
orders of withdrawal, tclephone and preauthonized transfers (in excess of three per
month), for the purpose of making payments to third persons or others

7 In general, nonpersonal time deposits arc ume deposits, including savings
deposits, that are not transaction accounts and 1n which the beneficial interest Is
held by a depositor that 1s not a natural person  Also included are certamn trans-
ferable time deposits held by natural persons, and certain obligations issued to
depository institution offices located outside the Umited States ~For details, sec
section 204 2 of Regulation D

NotL Required reserves must be held m the form ot deposits with Federal
Reserve Banks or vault cash After implementation of the Monetary Control Act,
nonmembers may mdintain reserves on 4 pass-through basis with certan approved
nstitutions.
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1.16 MAXIMUM INTEREST RATES PAYABLE on Time and Savings Deposits at Federally Insured Institutions

Percent per annum

Type and matunty of deposit

Commercial banks

Savings and lodn assoctatons and
mutual savings banks

In etfect Feb 28, 1981

Previous maximum

In cticct Feb 28, 1981

Previons maximum

Percent Effective Percent Effective Percent Titfecuve Percent Effective
date date date date
1 Savings N4 N9 S 7 5¥a 779 Sl Q]
2 Negotiable order of withdrawal accounts 2 5V 12131/80 5 1/1/74 5 12/31/80 5 1/1/74
Time accounts 3
Fixed cei11n§ rates by maturny 4

3 14-89days sh 8/1/79 N YAUR] (9 . Q] Lo
4 90 days to l)fcar 5% 1/1/80 5V 773 6 1/1/80 5% (Y
5 lto2years T 6 T3 5l 1721770 6lh 0] 5% 1721770
6 2to2% years i 5% 1221170 6 1721770
7 2% 10 4 years 6l VAYEE] W 121770 oW 1y 6 1721770
8 4tobyears8 Va 11/1/73 “) 7 11/1/73 ) o
9 6to8years ¥ | iz 12i23/74 7 1/ TVa 12/23/74 7V 11/1/73
10 8 years or more Vs 6/1/78 (%) L 8 o/1/78 (*) .
11 Issued to governmental units (all matunities) 10 8 6/1/78 T 12123/74 8 6178 T 12/23174
12 Individual retirement accounts and Keogh (1L R 10)

plans (3 years or more) 10,11 8 6/1/78 7V 1677 8 6/1/78 T 716177

Special variable cething rates by maturity

13 6-month moncy market time deposits (2, EU; g”g ?”; é“; g”; 5“; 5”; L é”;
14 2% years or mote 14 14 15 15 1 [t 15 15

1 July 1, 1973, for mutual savings banks; Juty 6, 1973, for savings and loan

associations,

2 For authonzed states only, federally insured commercial banks, savings and
loan associations, cooperative banks, and mutual savings banks m Massachusetts
and New Hampshire were hrst permitted to offer negotiable order ot withdrawal
{(NOW) accounts on Jan 1, 1974 Authorization to 1ssue NOW accounts was ex-
tended to similar stitutions throughout New England on Feb 27, 1976, and i
New York State on Nov 10, 1978, and in New Jersey on Dec 28, 1979 Author-
ization to 1ssue NOW accounts was extended to similar mstitutions nationwide

effective Dec. 31, 1980

3 For exceptions with respect to certam toreign time deposits see the Ft b1 RAT
RESLRVE BUTLLIIN for October 1962 (p. 1279), August 1965 (p. 1084), and Feb-

ruary 1968 (p 167)

4 "Effective Nov 10, 1980, the minimum nouce period for pubhic unit accounts
at savings and loan associations was decreased to 14 days and the minimum maturity
period for time deposits at savings and loan associations mn excess of $100,000 was
decreased to 14 days Effective Oct 30, 1980, the minimum matunty or notice

ersod for time deposits was decreased trom 30 days to 14 days tor mutual savings

Eanks

S. Effective Oct, 30, 1980, the mummum maturity or notice period tor time
depostts was decreased trom 30 days to 14 days tor commercial banks

6 No separate account category

7. No mmimum denommation. Until July 1, 1979, a mummum of $1,000 was
required for savings and loan associations, except mn arcas where mutual savings
banks permitted lower mimimum denominations, This restuiction was removed for

dcgosns maturing 10 less than 1 year, cffective Nov 1, 1973

No minimum denomination’ Until July 1, 1979, minimum denomination was
$1,000 except for deposits representing funds contributed to an Indvidual Reure-
ment Account (IRA) or a Keogh (H R.10) plan established pursuant to the Internal
Revenue Code The $1,000 mimmum requirement was removed tor such accounts

in December 1975 and November 1976 respectively

9 Between July 1, 1973, and Oct 31, 1973, there was no celling tor certificates
maturing in 4 years or more with minnnum denominations of $1,000, however, the
amount of such certificates that an institution could 1ssue was limited to 5 percent
of 1its total tune and savings depostts Sales in excess of that amount, as well as
certificates of less than $1,000, were limited to the 6% percent ceiling on time

deposits maturing 1n 22 years or more

ffective Nov 1, 1973, cailings were reimposed on certificates maturing in 4
years or more with mmmmum denomination of $1,000. There 15 no limitation on

the amount of thesc certificates that banks can 1ssue

10 Accounts subject to fixed rate cetlings Sce tootnote 8 tor mimmum denom-

mnation rcqu1rcmcntﬁ

1l Eftective January 1, 1980, commercial banks are permitted to pay the same
rate as thrifts on IRA and Keogh accounts and accounts of governmental units
when such deposuts are placed in the new 2¥2-year or more vanable ceiling certit-
icates or in 26-week money market certificates regardless of the level of the Treasury

bill rate

12. Must have a maturity of exactly 26 weeks and a mimmum denomination of

$10,000, and must be nonnegotiabie

13. Commercial banks, savings and loan assoctations, and mutual savings banks
were authorized to offer money market time deposits effective June 1, 1978, The
cetling rate for commerctal banks on money market tune deposits entered mto
before June 5, 1980, 15 the discount rate (auction average) on most recently ssued
six-month U.S. Treasury bills Until Mar. 15, 1979, the ceilling rate for savings and
loan assoctations and mutual savings banks was Y percentage pomt higher than
the ratc for commercial banks Beginning March 15, 1979, the Ya-percentage-point
interest differential 1s removed when the six-month Treasury bill rate 1s 9 percent
or more The full differential 1s in eftcet when the six-month bill rate 15 8% percent

or less Thoft imstitutions may pay a maximum 9 percent when the six-month bill
rate 15 between 8% and 9 pereent Also effective March 15, 1979, iterest com-
pounding was prohibited on six-month money market time deposits at all offering
instituttons, The maximum allowable rates 1n February tor commercial banks and
thrift institutions were as follows Feb S, 13 985, Feb 12, 14 680, Feb 19, 15 010;
Feb 26, 13 861 Effective for all six-month money market certificates wsued be-
ginning June S, 1980, the interest rate celdings will be determined by the discount
rate (auction average) of most recently 1ssued six-month U S ‘Treasury bills as

tollows.
Bill rate

8 75 and above

8.50 to 8 75
750 to 8 50
725 to 7.50
Below 7 25

Commerdial bank ceing

till rate + Y4 pereent

bill rate + V4 percent
bill rate 4 Y4 percent

7175
7.75

Thrift :'1‘11m$
bill rate + V4 percent
900
bill rate 1+ Y2 pereent
bill rate + Y2 percent
775

The prohibition against compounding interest 1n these certificates continues

14. Effective Jan 1, 1980, commercial banks, savings and loan associations, and
mutual savings banks were authorized to offer variable-ceiling nonnegotiable time
deposits with no required nintmum denomination and with matanties of 2% years
or more, The maximum rate for commercial banks s % percentage pont below

is }

lhc;leld on 2Ya-year U.S. Treasury securitics, the ceiling 1ate for thritt institutions
4 percentage pont higher than that for commercial banks Elfective Mar, 1,

1980, a temporary ceiing ot 11% percent was placed on these accounts at com-
mercial banks, the temporary ceiling is 12 pereent t savings and loan associations

and mutual savings banks

ceiling rates of interest will be determmed as tollows
Commercial bank cering
1175

Treasury yield
12 00 and above
95010 12 00

Below 9 50

1 itfective for all vanable celling nonnegotiable time
deposits with matunties ot 242 years or more 1ssued beginning June 2, 1980, the

Treasury yicld— Vs percent
958 Yy P

Thrift ceting
12 00

Treasury yield
9

Interest may be compounded on these tume depouts The ceiling rates of interest
at which these accounts may be offered vary biweekly The maximum allowable
rates in February for commercial banks were as tollows® Feb 5, 11,75, Feb 19,
11.75, The maximum allowable rates in February for thrift mstitutions weie as
follows' Feb, 5, 12.00; Feb 19, 12,00

15 Between July 1, 1979, and Dee 31, 1979, commercial banks, savings and
loan associations, and mutual savings banks were authorized to ofter variable ceiling
accounts with no required mimimum denomination and with maturities of 4 years
or more The maximum rate for commercial banks was { ¥ percentage pomts below
the yicld on 4-year U § Treasury secutittes, the ceiling rate for thritt institutions
was ¥4 percentage point higher than that for commercial banks

Nore., Before Mar 31, 1980, the maximum rates that could be F(u(l by federally

3

msured commerctal banks, mutual savings banks, and savings and

an assoclattons

were established by the Board of Governors of the Federal Reserve System, the
Board of Directors of the Federal Deposit Insurance Corporation, and the Federal
Home Loan Bank Board under the provisions ot 12 CFR 217, 329, and 526,
respectively Title I of the Depository Institutions Deregulation and Monctary
Control Act of 1980 (P L. 96-221) transferred the authority of the agencses to
establish maximum rates of interest payable on deposits to the Deposttory Insti-
tutions Dercgulation Commuttee The maxunum rates on time deposits in denom-
inations of $100,000 ar more with maturities of 30-89 days were suspended i June
1970; such deposits maturmg m 90 days or more were suspended m May 1973 For
nformation regarding previous wnterest rate ceilings on all types of accounts, see

carlier 1ssues of the

EDERAL RESERVE ButiLun, the Federal Home Loan Bank

Board Journal, and the Annual Report of the Federal Deposit Insurance Corpo-

ration
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS

Millrons of dollars

1980 1981
I'ype of transaction 1978 1979 1980
July Aug Sept Oct Nov Dec Jan
US GOvERNMINT SLCURITH S
Outright transactions (excluding matched sale-
purchase transactions)
Treasury billy
1 Gross purchases 16,628 15.998 7,668 0 0 200 991 0 1.331 1,100
2 Grosssales 13,725 6,855 7,331 22604 47 237 331 600 4 3.865
3 Exchange 0 0 0 0 0 0 0 0 U 0
4 Redemptions 201 2,900 3,389 950 0 0 700 500 49 1,000
Others withun I year!
S Gross purchases 1,184 3.203 912 0 137 0 0 0 oo 0
6 Gross sales 0 0 0 1] 0 0 0 0 0 0
7 Matunty stutt -5.170 17,339 12,427 311 2,423 589 590 2,368 754 462
8  Lxchange } ol ~ 11,308 - 18,251 - 788 -31%4 —1.459 - 420 - 879 967 0
9 Redemptions 2,600 0 0 ] ) O A 9 )
1105 yeurs
10 Giross purchases 4,188 2,148 2,138 0 541 4} ( 0 i} 0
11 Gross sales 0 [t} 0 0 0 0 0 0 1] 0
12 Matunty shift 178 12,693 -8,909 3 =720 589 — 596 2.308 —754 - 462
13 kxchange 7.508 13,412 788 1,750 1,459 420 500 967 4]
5 to [0 vears
14 Gross purchases 1,526 523 703 0 236 0 0 0 0 Q
15 Gross sales 0 0 0 0 0 0 0 ] 0 0
16 Matunty shft } 2803 —4.646 3,092 0p —1,703 0 0 0 0 0
17 Exchange ’ 2,181 2,970 0 1,000 0 0 220 0 0
Over 10 years
I8 Gross purchases 1.063 454 &11 0 320 0 0 (0 0 0
19 Gross sales il 0 [} 4 0 4 4 ( 0 4
20 Matunty shift } 3 545 0 - 426 0 0 0 0 0 0 0
21 Twxchange o 1,619 1.869 0 384 0 0 159 1] 0
All maturinies!
22 Gross purchases 24,591 22,325 12,232 0 1,234 200 99t 0 1.431 1,100
23 Grosssales 13,725 6855 7.331 2,264 47 237 531 600 0 3,865
24 Redemptions 2,03 5,500 3.389 950 0 0 700 S00 49 1,000
Matched transactions
25 Gross sales S11,126 | 627,350 674,000 48,370 72.315 55,766 55,787 40,944 79,754 61,427
26 Gross purchases 5108354 | 624,192 675,496 46,023 71,645 56,207 56,462 41,129 78,734 63,062
Repurchase agreements
27 ross purchases 151,618 107,051 113,902 10,719 2,783 3,203 20,145 24,169 11,534 0,108
28 Grosssales . 152,436 | 106,968 113,040 13,110 3,016 2,743 19,808 23,924 11,381 8,137
29 Net change w US government sceuntics 7,743 6,896 3 869 —4 952 284 863 m - 670 516 —4,159
FLDIRAL AGINCY OBETGA FIONS
Qutright transactions
3 Gross purchases 301 853 668 0 4} 0 0 0 0 0
31 Gross sales 173 399 0 0 il 0 0 0 0 0
32 Redemptions 235 134 145 2 “ 91 21 0 2 0
Repurchase agrecments
33 3108s purchases 40,567 37.321 28,895 1.737 1,082 977 5,922 4,825 1,889 652
34 Grosssales 40,885 36,960 28,863 1,242 1,132 1,188 5.7% 4,880 1,767 1,177
35 Net change in tederal agency obhigatons 426 681 555 492 —-50 302 167 - 55 99 525
BANKERS ACCEPIANCES
36 Outnight transactions, net 4] 4 0 0 0 0 0 0 (4] 0
37 Repurchase agreements, net . - 366 116 73 —64 -3 222 67 43 253 - 776
38 Net change in bankers acceptances - 366 116 73 - 64 -3 222 67 43 253 - 776
39 Total net change in System Open Market
Account 6,951 7,693 44971 -4,523 202 784 1,008 - 768 Bog | — 5,460
| Both gross purchases and redemptions nclude speual certificates crcated No1t - Sales, redemptions, and negative tiguies educe holdings ot the System
when the Treasury borrows directly trom the Federal Reserve, as tollows (nulhions Open Market Account, all other figures merease such holdings Detatls may not

of dollars) March 1979, 2,600 add to totals because of rounding
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements

Millions ot dollars

Wednesday I nd of month
Account 1981 1980 1981
Jan 28 Feb 4 beb 1l teb I8 Feb 25 Dec fan teb
Consoltdated condition statement
AssLls T
1 Gold certiticate account 11,159 11.159 1159 11,159 10,158 11,161 11,159 11,156
2 Special drawing rights certiticate account 2518 2,518 2518 2518 2,518 2.518 2.518 2.518
3 Con 447 465 477 479 486 397 408 495
Loans
4 ['o depository tnstitutions 1.553 752 1.037 875 S92 1.809 1.304 1.249
S Other d] 0 0 0 0 0 0 0
Acceptances
6 Held under repurchase agreements [ 0 0 [} 4} 776 0 0
Federal agency obligations
7 Bought outright . ) 8,739 &739 8.7% 8.739 8737 8,739 8.739 8.717
8  Held under repurchase agieements 4] t] 0 0 0 525 0 0
U S government sccurities
Bought outnght
9 Bills 19,527 41,568 41.535 42,325 41,034 43,688 41,558 42,033
10 Notes S8.718 SKTI8 S8.718 58370 58.370 58718 S8.718 58,370
11 Bonds . . 16,893 16.893 16.893 17.218 17,218 16.893 16,893 17,218
12 Totall 115,138 17,179 117,146 117.913 116,622 119,299 117 169 117,621
13 Held under repurchase agreements 0 0 {t 0 G 2.029 0 [}
14 Total U S government sceurities 115,138 117,179 117,146 117.193 116,622 121.328 117,169 117,621
15 Total loans and securities , 125,430 126,670 126,922 127,527 130,551 133,177 127,212 127,607
16 Cash items in process of collection 8,654 9.570 11,325 14.004 9,220 12.554 7.865 7.473
17 Bank premises . 458 458 45K 439 401 457 458 461
Other assets
18 Denominated in toreign curtencies? 5974 6,388 0,717 0,985 7,088 5,104 5,993 7.086
19 Allother 3,448 3,354 3407 2 425 2,304 3177 3,385 2,500
20 Tatal assets 158,088 160,582 162,979 165,556 163,786 168,545 159,058 159,296
Fiasnnns
21 Federal Reserve notes 118,808 118,873 119919 120304 119 465 124.241 118,147 118,854
Deposits
22 Depository Institutions 25,323 20,476 28,564 27,900 29,869 27.456 26,021 26,734
23 US Treasury—Gienerdl account 2,974 4,069 3 4ok 1,729 3433 3062 3.034 2,284
24 Foreign—Othaal accounts 02 278 207 241 232 411 573 422
25 Other, 439 432 424 64 W 617 515 337
26 Total deposits 29,038 31,255 32,727 32,234 33,931 31,546 3,747 29,777
27 Deferred avaldability cash items 5,593 6,023 5.025 8,532 5,941 8.087 3,585 5.928
28 Other habihities and accraed dividends? 207 1 878 2.038 1811 1.755 2268 1.957 1,958
29 Total lighilities 155,456 158,029 160,304 162 881 161,092 166,139 156,436 156,517
CAPITAL ACCOUNTS
30 Capital pud in 1.208 1.209 1.210 1.212 1.221 1,203 1,208 1,222
31 Surplus [P . 1.203 1.203 1.203 1.203 1,203 1,203 1.203 1,203
32 Other capital accounts 221 141 257 260 270 i 211 354
33 Total liabitities and capital accounts 158,088 160,582 162,979 165,556 163,786 168,545 159,058 159,296
34 MiMo Marketable U'S government sccunties held in
custody for toreign and international account 93,027 93.081 93,445 94,084 93 977 91,795 92,756 94,658
Federal Reserve note statement
35 tederal Reserve notes outstanding (issued to bank) 140,843 140 767 141,028 141,128 141,361 140,184 140,717 141,297
6 I ess-held by bank? 22,035 21,894 21,109 20.824 21,896 15.943 22,570 22,443
37 Federal Reserve notes, net 118,808 118.873 119919 120,304 119,465 124,241 118,147 (18,854
Collateral for Federal Reserve notes
38 Gold certificate account 11,159 11.159 11,159 11,149 11,158 11,161 11,159 11,156
39 Speaial drawing rights certiticate account 2518 2548 2,518 2518 2518 2,58 2518 2518
40 Other ehgible assets 0 0
41 U S government and agency secunities 105,13t 105,196 106,242 106 627 105,789 110,562 104,470 105,180
42 Total collateral 118,808 118,873 119,919 120,304 119,465 124,241 118,147 118,854
1 Includes sccunties toaned- tully guaranteed by U S government secuiitics 3 Includes exchange-translatton account retlecting the monthly tevaluation at
pledged with Federal Reserve Banks—and excludes (it any) secuntics sold and market exchange rates of foreign-cxchange commitments
scheduled to be bought back under matched sale-putchase transiachions ) 4 Beginmng September 1980, Federal Reserve notes held by the Reserve Bank
2 Includes U § goveinment sceunities held under repurchase agreement against are exempt from the collateral requirement

receipt ot toreign currencies and toreign cutiencies warchoused for the U § Treas-
ury Assets shown in this hne are revalued monthly at market exchange 1ates
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1.19 FEDERAL RESERVE BANKS Maturity Distiibution of Loan and Sccurity Holdings

Milhons ot dollats

Wednesday Lnd ot month
Type and matunty groupmngs 1981 1980 1981
Tan 28 teb 4 Feb 11 Feb 18 Teb 28 Dec 31 Jan 3] teb 28
1 Loans  [otal 1,553 752 1,137 75 5.192 1.809 1,304 1,249
2 Within 15 days 1,505 OH8S 964 839 5.163 1.757 1,255 1,199
3 16 days to 90 days 48 o7 n 36 29 52 49 50
4 9l daysto ) year 0 0 0 0 0 4 0 0
5 Acceptances --1otdl 4] Y] 0 0 4] 776 0 0
6 Withuin 15 days 0 0 0 0 0 776 0 0
7 16 days to 90 days 0 0 0 0 0 4] 0 0
8 9l days o 1 yer 0 0 0 0 0 0 0 [§]
9 US government secunties— lotal 115,138 117,179 117,146 7913 116,622 121,328 117,169 117,621
10 Wathun 15 days! 4,385 4,954 6.536 6,217 5.096 4.780 2,125 3,10
11 16 days to 90 days 19,948 21,623 20,035 20,889 21,510 23 499 24,904 23,245
12 91 days to 1 year 27,943 27.741 27.715 20916 20,125 30,187 27.279 27,385
13 Over | year to S years 34,505 14,504 14,504 34 809 34,809 34,508 14,505 14,809
14 Over S years to 10 years 13.355 13 355 13.354 13,755 13,755 13.355 13,354 13,754
15 Over 10 years 15,002 15.002 15,002 15,327 15,327 15.002 15,002 15327
16 Federal agency obhgations  lotal 8.739 8739 8,739 8.739 8,737 9.204 8,739 8,737
17 Within 15 days! 73 0 183 257 128 08 73 128
18 16 days to 90 days 550 619 436 362 439 426 550 439
19 91 days to | year 1,750 1.753 1.830 1.830 1.834 1 519 1.749 1.834
20 Over'l yew to S years 4,597 4,597 4,553 4,953 4,621 4 %37 4.597 4,021
21 Over S yeais o 10 years 1.O8S 1085 1.052 1,052 1,030 1.092 1,085 1,030
22 Over 10 years 684 685 085 {13 085 085 685 685
1 Holdmgs under repuichase agreements are classified s matunmg within 15
days i accordance with maxinium maturity of the agreements
1.20 BANK DEBITS AND DEPOSIT TURNOVER
Debits are shown i bithons of dollats, tutnover as ratio ol debits to deposit: Monthly data are at annual tates
1980
Bank group, ot type of customer 1977 1978 1979¢
Aug’ Sept 7 Oct? Nov ~ Dec
Debits to demand depositst (seasonally adjusted)
b All commerctal banks 34,322 8 40297 8 497750 65,498 2 65,258 6 65,340 7 67,621 4 09,950 2
2 Major New York City bunhs 13,860 6 1S.008 7 185127 26,708 4 26,1047 20,035 Q) 208218 27.352.2
3 Other banks 20,462 2 25 289 | 31260213 18,789 8 19.154 0 393117 40,799 6 42,598 0
Debits 10 savings deposits? (not seasonally adjusted)
4 ALSINOW? 55 171 #3 13 145§ 176 3 185 5 173 4 2183
S Businesst 217 S67 773 874 95 8 100 95 6 19 2
6 Otherss 1523 397 51582 So0 3 649 0 OBR 2 5737 704 2
7 All accounts 179 5 4329 6758 7932 9211 973 8 842 8 1.041 6
Demand deposit tinnover! (seasonally adjusted)
8 All commercial banks 1292 1394 163 5 2063 2032 200 ¢ 21t 6 2227
9 Major New York City banks 010 5419 646 2 8597 88 0 799 5 8422 805 8
10 Other banks 859 96 3 1133 135 4 1353 1352 141 8 150 8
Savings deposit turnover? (not seasonally adjusted)
11 ATSINOW? 05 70 78 83 95 97 84 104
12 Busmess? 41 51 72 10 86 88 85 113
13 Others® s 17 27 3t 36 38 32 41
14 All accounts 17 19 3l 3R 44 40 41 51

I Represents accounts ol wdividuals, partnesstups, and carporations, and ot
states and political subdivisions

2 Fxcludes speaal dub accounts, such as Christmas and vacation clabs

3. Accounts authonzed tor negotiable orders of withdrawal (NOW) and accounts
authonized tor automatic transter to demand deposits (ATS) A TS data avatability
starts with December 1978

4 Represents corporations and other profit-sechig orgamzations (eaduding
commercidl banks but cluding savings and loan associations, mutual savings
banks, credit umons, the b xport-Import Bank, and lederally sponsored lending
agencies)

S Savings accounts other than NOW, business, and, ttom December 1978, ATS

Noyi Histoncal data for the perod 1970 through June 1977 have been estimated,
these estimates are based i part on the debits series tor 233 SMSAs, which were
available through Tune 1977 Back data are avatlable trom Publications Services,
Division of Admimstrative Services, Board ot Governors of the Federal Reserve
System, Washmgton, D C 20551 Debits and turnover data for savings deposats
are not avatlable betore July 1977
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1.21 MONEY STOCK MEASURES AND COMPONENTS
Bullions of dollars, averages of daily figures
1980
Item 1977 1978 1979 1980 d 1081
Dec Dec Dec Dec
Aug T Sept [7 Oct Nov Dec Jan
Scasonally adjusted
Mr ASURL st
1 M-1A 3284 3516 369 8 384 8 379§ 383 4 386 3 388 4 384 8 3728
2 M-1B 26 60 1 386 9 4119 4027 408 0 4120 4150 4119 416.1
3 M2 1,294 1 1.401 5 1,526 0 1,673 4¢ 16325 1,644 4 1,656 5 1,670 8 1.673 47 1.681 7
4 M-3 1,460 3 1.623.6 1,775 5 1,957 9 1,889.5 1,904 6 1,921 8 1,946 1 1.957.97 1,978 2
512 1,720 2 19349 21518 23735 228271 23065 2319 I 23465 23735 na
COMPONINTS
6Currcn<3/ . 887 97 6 106 3 116 4 135 1139 1151 158 116 4 116 6
7 Demand deposits 239 7 2539 263 S 268 4 266 0 2695 2712 2726 268 4 2562
8 Savings deposits 486 4 475 8 4470 193 67 408.1 412 4142 4079 393 6 3771
9 Small-denomimation time deposits® 454 9 5338 656.2 763 2r 712 6 716 4 7236 741 6 763 27 7780
10 Large-denomination time deposits? 1452 194 7 2190 248 Or 2233 226 8 2298 238 8 248 Or 2579
Not scasonally adjusted
M1 ASURLS!
11 M-1A 3172 360 9 3794 394 7 3773 82 6 388 0 391 1 394 7 1773
12 M-1B 3414 369 § 396 4 4218 400 § 4072 4137 4177 4218 4207
13 M2 1,295 9 1,403 6 1,527 7 1,674 87 L.629 5§ 1,642 3 1656 9 1,665 7 1674 87 1,685 2
14 M-3 1464 5 1,629 2 1,780 8 1,962 & 1.886 6 1,902 3 1,923 1 1,942 ] 1,962 & 1,983 5
15 L2 1,723 2 19383 21543 23750 22786 2,296 2¢ 2318 0r 23447 23750 na
COMPONENTS
16 Currenc . 0.3 99 4 108.3 18 S 137 137 1149 1166 85 1158
17 Demand deposits 2470 2615 271 2r 276 2 263 6 268 9 273 1 2745 276 2 2615
18 Other checkable deposits’ 42 8.6 170 271 232 246 257 266 27 1 433
19 Overmight RPs and Eurodollars® 186 239 253 322 316 29 325 26 22 29
20 Money market mutual funds . 38 103 43 6 758 807 782 774 770 758 80.7
21 Savings deposits . 487 { 4726 414 ¢ 390 9r 408.8 4124 4129 405.8 390 9r 1747
22 Small-denomination time deposits? 451 3 529 8 651 2 157 40 7111 7149 7237 7359 757 47 7793
23 Large-denomination ime deposits? . 1477 198 2 2226 251§ 2233 226 5 230 7r 2400 250 57 2598

1 Composition of the money stock measures 15 as tollows:

M-1A chragcs of daily figures for (1) demand deposits at all commercial banks
other than those due to domestic banks, the U S government, and foreign banks
and official institutions less cash items in the process of collection and Federal
Rescrve float, and (2) currency outside the Treasury, Federal Reserve Banks, and
the vaults of commercial banks.

M-1B M-1A plus negotiable order of withdrawal and automatic transfer service
accounts at banks and thrft mstitutions, credit unton share draft accounts, and
demand deposits at mutual savings banks

M-2 M-IB plus savings and small-denommation time deposits at all depository
nstitutions, overnight repurchase agreements at commercial banks, overnight Fu-
rodollars held by U.S residents other than banks at Canibbean branches of member
banks, and money market mutual fund shares

M-3 M:-2 plus large-denomination time deposits at all depository institutions
and term RPs at commerciat banks and savings and loan assoctations

2 1, M-3 plus other hiquid assets such as term Eurodollars heldby U S residents
other than banks, bankers acceptances, commeraial paper, ‘Treasury bills and other
hquid Treasury securities, and U S savings bonds
s 3, Small-denomiation time deposits are those 1ssued in amounts of less than

100,000

4. Large-denomination tume depostts are those 1ssued in amounts of $100,000
or more and are net of the holdings of domestic banks, thrift mstitutions, the U §
government, money market mutual funds, and toreign banks and ofticial mstitu-
tions.,

S Includes ATS and NOW balances at all mstituttons, credit unmon share dratt
balances, and demand deposits at mutual savings banks

6 Overmght (and continuing contract) RPs are those issued by commercial
banks to the nonbank public, and overmght Eurodollars are those issued by Ca-
ribbean branches of member banks to U § nonbank customers

Noit Latest montbly and weekly figures dre available from the Board's H 6(508)
release, Back data are available from the Banking Section, Division of Research
and Statistics
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1.22 AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS: AND MEMBER BANK DEPOSITS

Billions of dollars, averages of daily figures

1980 1981
. 1978 1979 1980
Item Dec Decr Dece
July Aug Sept Oct Nov? | Dec. Jan
Scasonally adjusted
1 Total reserves? 41.16 | 43.46( 40.13 42,78 | 40.75 | 41.52 | 4173 | 40.23 | 40.13 40,10
2 Nonborrowed reserves 4029 41987 3844 42391 4009 | 4021 | 4042 | 39.17 | 3844 38.70
3 Required reserves 4093 4313 | 3958 4250 4045| 41.26 [ 4152 | 40.73 | 39.58 39 56
4 Monetary basce? 1422 15371 1598 158 8 15821 1595 1609 1607 159.8 160.1
5 Member bank deposits subject to reserve requirementss 616.1 | 644.5( 701.8 658.5| 667.8| 678.2 | 684.7 | 694.3 701.8 [ 703.8
6 Time and savings 4287 4512 485.6r 467.0| 4742 4820 | 48557 | 47547 48567 | 5174
Demand
7 Private ........ 1851 1915 196.0 189.1 19151 1945 195.6 198 1 196.0 184 1
8 U.S government 22 18 19 25 2.1 I8 24 22 19 2.3
Not scasonaily adjusted
9 Monetary base? 144 6 1562 1625 159 6 1580 159.0 160 6 1615 1625 161.0
10 Member bank deposits subject to reserve requirements’ 624.0 [ 652.7 | 710.3 658.2 | 662.5| 675.6 | 684.2 | 694.6 | 710.3 712.6
1l Tine and savings 42961 4521 48657 4660 4718| 479.6 | 48457 474 57| 486571 4934
Demand
12 Private . 1919 198.6 | 2032 190 0 189.01 1939 196 4 199.6 | 2032 189.9
13 U S.government . 25 20 21 2.2 17 21 2.1 19 2.1 21

1. Reserves of depository mstitutions series reflect actual reserve requirement
Bcrccnta es with no adjustment to eliminate the effect of changes in Regulations

and Before Nov, 13, 1980, the date of implementation of the Monetary
Control Act, only the reserves of commercial banks that were members of the
Federal Reserve System were included in the series. Since that date the series
include the reserves of all depository institutions. In conjunction with the imple-
mentation of the act, rcquucfrcscrvcs of member banks were reduced about {4 3
billion and required reserves of other depository institutions were increased about
$1 4 illion. Effectuve Oct 11, 1979, an 8 percentage Euint marginal reserve re-
quirement was imposed on ‘“Managed Liabilities.” This action raised required
reserves about $320 million  Effective Mar. 12, 1980, the 8 percentage point mar-
ginal reserve requirement was raised to 10 percentage points, In addition the base
upon which the marginal reserve requircment was calculated was reduced, This
action increased required reserves about $1 7 milhon n the week ending Apr 2,
1980. Effective May 29, 1980 the marginal reserve requirement was reduced from
10 to 5 percentage points and the base upon which the marginal reserve requirement
was calculated was raised. This action reduced required reserves about $980 million
in the week ending June 18, 1980. Effective July 24, 1980, the 5 percent marginal
reserve requirement on managed habihties and the 2 percent supplementary reserve
requirement against large time deposits were removed These actions reduced
required reserves about $3.2 billion

2. Reserve measures for November reflect increascs in required reserves asso-
ciated with the reduction of weekend avoidance activities of a few large banks The
reduction 1n these activities lead to essentially a one-time increase in the average
level of required reserves that need to be held for a given level of deposits entering
the money supplf« In November, this increase in required reserves is estimated at
$550 to $600 mitlion.

3. Reserve balances with Federal Reserve Banks plus vault cash at institutions
with required reserve balances plus vault cash equal to required reserves at other
nstitutions

4 Includes reserve balances at Federal Reserve Banks in the current week plus
vault cash held two wecks earher used to satisfy reserve requirements at all
depository institutions plus currency outside the U'S Treasury, Federal Reserve
Banks, the vaults of depository institutions, and surplus vault cash at depository
institutions

S, Includes total time and savings deposits and net demand deposits as defined
by Regulation D Private demand deposits include all demand deposits except those
due to the U S government, less cash 1tems in process ot collection and demand
balances due from domestic commercial banks.

Norw, Latest monthly and weekly figures are available from the Board's H.3(502)
statistical release Back data and estimates of the Jmﬂacl on required reserves and
changes in reserve requirements are available from the Banking Section, Division
of Research and Statsstics



1.23 LOANS AND SECURITIES All Commercial Banks!

Billions of dollars; averages of Wednesday figures

Monetary Aggregates  AlS

1980 1981 1980 1981
Category 1977 1978 1979 1977 1978 1979
Dec. Dec Dec Dec Dec Dec
Dec. Jan Dec. Jan,
Seasonally adjusted Not scasonally adjusted
1 Total loans and securities? A 891.1 | 1,014.33 1,132.54 1,234.1 1,250.8 899.1 | 1,023.83 1,143.04 1,245.7 1,251.1
2 U S. Treasury securities . . . 9 5 93.4 938 109.6 1127 100.7 94 6 95 () 1110 113 8
3 Other securtties .. .. e 159.6 1731 191.5 2143 2165 160.2 17393 1923 215.2 216.1
4 Total loans and leases? .. . . 6321 747.83 847 24 910.1 921 5 6383 755 43 855 74 919.5 9212
5 Commercial and industrial loans ., . 211,25 246 56 290.54 3231 327.9 212 6% | 24826 292 44 3253 327.0
6 Real estate loans R 17525 2105 242 44 260 9 262.7 175551 2109 242,94 2614 262.7
7 Loans to individuals e e 138.2 1639 185.0 1752 174.9 1390 164 8 186.2 176.2 174.9
8 Securityloans ., .. ...... . 20.6 194 183 17.9 19.0 220 207 19.6 191 19.3
9 Loans to nonbank financial istitutions 25.8% 2717 30 34 07 314 2638 2767 30.84 313 311
10 Agricultural loans ........ ..., 258 28.2 310 34.2 34.5 257 28.1 308 34.1 342
11 Lease financing receivables | 5.8 74 9.5 11 LS 58 74 9.5 111 11.5
12 All other loans o . . 295 44,93 402 569 59 6 315 47.63 43.5 61.0 68.5
MEMO.

13 Total loans and securities plus loans sold?.? 895.9 | 1,018.13 1,135.34.8 1,236.8 1,253.5 903.9 | 1,027.63 1,145,748 1,248.4 1,253.9
14 Total loans plus loans sold2? .. . ....... 6369 751 63 850 0048 912.8 924 3 643.0 759 23 858 448 922.2 9240
15 Total loans sold to affiliates® ... i 4.8 3.8 2.88 2.7 . 4.8 38 2.88 2.7 28
16 Commercial and industrial loans plus loans

sold® . L.l P 213951 248.56.10 292 348 324.9 3298 215351 2501610 294 248 327.1 328.8
17 Commercial and industrial loans sold® .. 2.7 1910 1.84 1.8 19 2.7 1 90 1.88 1.8 19
18  Acceptancesheld .. ..... . . 75 68 8.5 7.8 8.4 8.6 75 94 8.5 88
19 Other commercial and industrial loans 203751 239.7 2820 3153 3195 203.9%( 2409 283 1 316.8 318 1
20 To U.S. addressees!! . ..... . 193.85 226 6 263.2 293 5§ 295.6 193 7% 226.5 263.2 2935 2936
21 To non-U.S. addressees . .. . 9.95 131 18.8 21.8 23.9 10.35 144 19.8 23.3 24.5
22 Loans to foreign banks ..., .. . . 13.5 212 18.7 24.0 24.7 14.6 23.0 20.1 258 257
23 Loans to commercial banks i the

United States .. . . ...... 541 57.3 778 na na 56.9 60.3 819 n.. na

1. Includes domestic chartered banks, U.S. branches, agencies, and New York
investment company subsidiaries of foreign banks, and Edge Act corporations.

2 Excludes loans to commercial banks in the United States.

3. As of Dec. 31, 1978, total loans and securities were reduced by $0 1 billion.
“QOther securities” were increased by $1.5 billion and total loans were reduced by
$1.6 billion largely as the result of rec{assiﬁcatiom of certain tax-exempt obligations
Most of the loan reduction was in “all other loans "

4. As of Jan. 3, 1979, as the result of reclassifications, total loans and sccuritics
and total loans were mcreased by $0.6 billlon Business loans were increased by
$0.4 bilhon and real estate loans by $0 5 billion. Nonbank financial loans were
reduced by $0 3 billion.

5. Asof Dec. 31, 1977, as the result of loan reclassifications, business loans were
reduced $0.2 bilhon and nonbank financial loans $0 1 billion; real estate loans were
increased $0 3 billion.

6. Asof Dec 31, 1978, commercial and industrial loans were reduced $0 1 billion
as a result of reclassifications

7. Asof Dec 1, 1978, nonbank financial loans were reduced $0.1 billion as the
result of reclassification,

8 As of Dec 1, 1979, loans sold to affiliates were reduced $800 mullion and
commercial and industrial loans sold were reduced $700 million due to corrections
of two banks in New York City

9 Loans sold are those sold outright to a bank's own foreign branches, non-
consolidated nonbank affiliates of the bank, the bank’s holding company (if not
a bank), and nonconsolidated nonbank subsidiaries of the holding company.

10. As of Dec 31, 1978, commercial and industrial loans sold outright were
increased $0,7 billion as the resuit of reclassifications, but $0.1 billion of this amount
was offsct by a balance sheet reduction of $0 1 billion as noted above,

11 United States includes the 50 states and the District of Columbia.

Note. Data are prorated averages of Wednesday data for domestic chartered
banks, and averages of current and previous month-end data for forcign-related
institutions,
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1.24 MAJOR NONDEPOSIT FUNDS OF COMMERCIAL BANKS!

Monthly averages, billions of doltars

December outstanding Outstanding in 1980 and 1981
Source
1977 1978 1979 May | June July Aug Sept Oct Nov Dec Jan
Total nondeposit funds
1 Seasonally adjusted? . ... 854 88| 1199} 1141} 1122] 1073 120 1186 na na n.a
2 Not seasonally adjusted 60 4 844 1174 1230 1142] 1164 1103 H2S 1196 na na na
Fede;al f(unds. l{Ps, and other borrowings from non-
anks
3 Seasonally adjusted®> . .. . ... .. ... 58 4 748 88 0 94.2 96.7 98.5 94.0 100.2 104 4 na na ma
4 Notseasonally adjusted ., ..., .. 570 738 86 5 97 4 9% 8| 1027 971 100.8 105 4 na na na
5 Net Eurodollar borrowings, not scasonally adjusted | —13 68 281 230 146 109 103 89 s 75 70 87
6 Loans sold to affiliates, not seasonally adjusted4. 4.8 3.8 28 26 28 28 29 29 28 26 27 28
Mcmo
7 Domestic chartered banks net positions with own
foreign branches, not scasonally adjusted® -125] ~102 6.5 26| -541 -84 -103| -145] -129 -142| -147| -162
8  Gross due from balances 211 24.9 228 273 301 27 358 82 3813 372 37.5 374
9 Gross due to balances 86 14.7 293 300 247 243 255 237 258 230 22.7 212
10 Foreign-related institutions net posttions with di-
rectly related nstitutions, not seasonally
adjusted? . 111 17.0 21.6 205 199 193 206 233 24 4 217 217 249
11 Gross due from balances 10.3 14 2 289 284 285 308 309 303 308 323 337 312
12 Gross due to balances R 214 312 505 48.8 48 4 501 516 536 552 541 554 561
13 Secunty RP borrowings, scasonally adjusted® 363 48 492 437 490 550 575 56 2 597 S8 8 63 4 68.7
14  Not scasonall} adjusted .. . .0 .. . 51 43 6 479 46.0 48 8 547 59 1 S87 595 609 61.7 650
15US Trcasura! emand balances, seasonally
adjusted P 44 87 81 95 8.6 109 118 126 140 69 76 8.0
16 Not seasonatly adjusted 51 103 97 85 1o 913 973 142 127 66 90 79
17 Time deposits, $100,000 or more, scasonally
adjusted® . R 1620 2130 22761 2421 23761 2340 2344 238 8 241 6 2493 2575 268 2
18  Not seasonally adjusted 654 2179 2328 2402 2355 2300 2321 2367 241 | 250.8 263.4 272 8

1 Commercial banks are those in the 50 states and the District of Columbia with
national or state charters plus U S, branches, agencies, and New York mvestment
company substdiaries of foreign banks and Edge Act corporations

2 Includes seasonally adjusted federal funds, RPs, and other borrowings from
nonbanks and not seasonally adjusted net Eurodollars and loans to affiliates In-
cludes averages of Wednesday data for domestic chartered banks and averages of
current and previous month-end data for foreign-related istitutions

3 Other borrowings are borrowings on any mstrument, such as a promissory
note or due bill, given for the purpose of borrowing money for the banking business
This includes borrowings from gcdcml Reserve Banks and from foreign banks,
term federal funds, overdrawn due from bank balances, loan RPs, and participa-
tions 1n pooled loans Includes averages of daily figures for member banks and
averaﬁcs of current and Ereviuus month-end data for foreign-related mstitutions.

4. Loans imtially booked by the bank and later sold to athiliates that arc still
held by affihates, Averages of Wednesday data

5. Asof Dec 1, 1979, loans sold to affiliates were reduced $800 mullion due to
corrections of two New York City banks.

6. Includes averages of daily figures for member banks and quarterly call report
figures tor nonmember banks

7. Includes averages of current and previous month-end data until August 1979;
bcgmnmg September 1979 averages of daily data

Based on daily average data reported il)y 122 large banks beginning February

1980 and 46 banks before February 1980

9 Includes U S Treasury demand deposits and Treasury tax-and-loan notes at
commercial banks, Averages of daily data

10 Averages of Wednesday figures

Noit, Secumy RP borrowings, U S Ireasury demand balances, and time de-
posits in denominations of Sll)%).()()(l or more have revised to reflect benchmark
adjustments to call reports
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1.25 ASSETS AND LIABILITIES OF COMMERCIAL BANKING INSTITUTIONS Last-Wednesday-of-Month Series

Billions of dollars except for number of banks

1980 1981
Account
Apr Mayr June! Julyr Aug © Sept.” Oct 7 Nov * Dec’ Jan.r Feb.
DomMisricatt Y CHARTERED
COMMLROIAL BANKst
| Loans and mvestments, excluding
interbank -, . 1.093.5 1.087.0 1,090 5 1,095 3 1108 5 1,117 9 1.134 8 1,150 8 1177 1 1.166 0 1.167 0
2 Loans, excluding interbank . 8017 7925 7932 793 4 8019 R09 1 821 6 832 8 RS1 4 840 2 8390
3 Commercial and wdustnal . 259 7 256.6 2569 2574 259.5 263.9 269.0 2757 2815 27176 276.3
4  Other . 541 9 5359 536 4 536 3 542 4 5452 5526 5571 569 9 562 6 562.7
5 US, Treasury sccurities . . 94 3 948 96.2 98 7 101 4 1032 104 4 107.1 L2 1120 1137
6 Other sccuntics . . 197 6 199.8 201 1 20313 2052 2056 208.9 2109 2146 2138 2143
7 Cash assets, total . . 168 § 1727 150 6 154 3 148.8 1560.6 1559 1756 194 2 159.3 1659
8  Currency and comn . . 167 17.7 173 175 182 17 8 I8 3 16 Y 199 187 18.6
9 Reserves with Federal Reserve Banks 332 379 29§ 322 29.0 311 3.7 304 282 252 30.4
10 Balances with depository mstitutions 500 48 3 458 450 459 46 8 472 56 1 630 549 546
Ll Cash items i process of cotlection 68 6 689 S8t 596 558 609 RLR)] 72.2 830 605 6273
12 Other assets? . . 135.8 1401 143 8 143 5 1503 154 4 1513 1513 165.6 155 8 160 1
13 Total assets/total liubilities and capital 1,397.8 1,399.8 1,384.9 1393.1 1,407.7 1,428.9 1,442.1 1,477.7 1,537.0 1,481.0 1,493.0
14 Deposits . 1.063 9 1,060 9 1,048 1 1,053 1 1.062 8 10772 1,092.9 1,126 2 1.187 4 14287 1.132.0
15 Demand B 377 S m3 3581 3635 363 4 369 7 3757 3930 4322 3511 3455
16 Savings .. 189 2 192 4 1977 2055 208 5 209 1 2109 209.5 2013 2119 214 3
17 Time - 497 2 498 2 492.4 484 2 4909 498 § 506 2 5237 553.8 5657 5723
18 Borrowings .. . 144 7 1526 1510 157 158 5 1637 1617 157.3 156 4 156 4 163.2
19 Other Labilities 84S 779 75.9 740 754 756 74.7 781 7910 707 80.3
20 Residual (assets less habilities) . 108 7 108 5 109 8 1090 1o 1123 1127 116.1 1142 1193 117.5
MLMOo:
21 US Treasury note balances included m
borrowing . 14.5 5.2 133 76 87 157 s 44 02 95 8.5
22 Number of banks . . 14.629 14,639 14.646 14,658 14,666 14,678 14.760 14.692 14,693 14,689 14,690
ALl CoMML RCIAT BANKING
INST11U1IONSY
23 Loans and mvestments, eacluding
interbank 1,162 8 1,154 9 1,160.9 1,1952 1,262 3
24 Loans, excluding interbank 867 5 856 9 860 2 882 5 932.5
25 Commercial and industrial 302§ 208 7 297 6 308 1 330 6
26 Other o o 5650 5583 562.5 574 4 601 9
27 U'S Treasury secunties 96.2 967 98 3 105 6 1137
28 Other sccuritics . 199 1 201.3 2025 2072 2163
29 Cash assets, total 187 5 1909 1722 1798 218.6
30 Currency and coin . . . 16,7 177 173 178 207
31 Reserves with Federal Reserve Banks 340 w7 303 M7 28.2
32 Balances with dcp(mmr?' nstitutions 669 64 0 650 na na 67 8 na na 849 na na
33 Cash items 1n process of collection 700 705 59.7 625 847
34 Other assets? | . 1813 186 6 1910 204 1 2217
35 Total assets/total liabilitles und capital 1,531.7 1,5324 1,524.2 1,579.2 1,702.7
36 Depostts .. .. . L1105 | L1011 1.091 9 1.124 5 1239
37 cmand o e 396 9 388.1 379.0 3909 4536
38 Savings o 189 5 1927 198.1 209 5 2006
39 Time .o o 5187 520.3 514 8 524.1 5847
40 Borrowings 188 S 194 7 197 6 2110 2115
41 Other habilities . ) 127 1 125 8 123.3 129 8 1355
42 Restdual (asscts less liabihties) | 1o 110.9 114 1139 115 8
Mi Mo
43 U.S Treasury note balances included i
borrowing 145 52 133 157 102
44 Number of banks . . 15,004 15,016 15.019 15,069 \ 15.108 1

1 Domestically chartered commercial banks iclude all commercial banks in the
Umted States except branches of toreign banks, included are member and non-
member banks, stock savings banks, and nondeposit trust companies

2 Other assets include loans to U.S commercial banks

3. Commercial banking mstitutions mclude domestically chartered commercial
banks, branches and agencies of foreign banks, Edge Act and Agreement corpo-
rations, and New York State foreign mvestment corporations

Noit . Figures are partly esumated They include all bank-prenuses subsidiaries
and other significant majonity-owned domestic subsidiancs. Data for domestically
chartered commercial banks are tor the fast Wednesday of the month, data tor
other banking mstitutions are for last Wednesday except at end of guarter, when
they are tor the last day of the month

cvised data result trom benchmarking to the March 1980 quarterly call Revised
data tor 1979 and 1980 are available trom the Banking Section of the Federal
Reserve Board
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1.26 ALL LARGE WEEKLY REPORTING COMMERCIAL BANKS with Domestic Assets of $750 Million or More on
December 31, 1977, Assets and Liabilities

Millions of dollars, Wednesday figures

1980 1981 Adjust-
Account ment
bank,
Dee 31 Jan 7 Jan 14 Jan 21 Jan 287 | Feb 42 | Feb 110 | Feb 182 | Feb 250 1980
1 Cash items 1n process of collection . 66,061 56,773 56,797 52,231 49 660 53,422 49,140 62.797 50,785 13
2 Demand dcposm due from banks 1n the United
State 21,581 21,679 19,508 20,194 20,344 19,379 19,614 22,440 19,921 90
3 All other cash and due from dcpmuury |nsll(ut|0ns 24,261 31.202 35,746 29,750 30,979 31,517 33,940 33511 35,058 —239
4 Total loans and securities . 564,156 | 567,816 | 561,445 | 557,272 | 553,178 | 557,234 550,893 | 556,867 | 553,706 1,435
Securities
5 US Treasury sccurities 39,604 40,659 40,449 40,325 39,769 41,122 40,209 40,572 40,816 148
6  Trading account 4,362 6,390 6,608 6,544 6,331 7.504 6,477 6,723 7,089 ...
7 Investment account, by nmlumy 35,242 34,268 33,841 33,78( 33,438 33,618 33,732 33,849 13,726 148
8 Onc year or less 10,269 9,591 9,353 9,331 9,178 9,342 9,442 9,192 9,207 71
9 Over onc through five ymrs 21,616 21,274 20,990 20,950 20,790 20,812 20,836 21,149 20,958 76
10 Over five years 3,357 3.403 3,498 3,500 3,469 3,463 3,453 3,508 3,561 1
11 Other securitics 78,460 78,638 77,142 77,405 77.569 78.251 77,169 76,988 77.374 106
12 Trading account . 3.316 3335 2,539 2,329 2518 3,561 2,608 2412 2.811 .
13 Investment account 75,144 75,303 75,203 75,076 75,051 74,690 74,561 74,575 74,563 106
14 U'S government agencies 16,229 16,348 16,214 16,132 16,124 16,143 16,125 16,165 16,111 50
15 States and political subdivision, hy maturity 56,078 56,137 56,130 56,101 56,063 55,764 55,631 55,004 55,661 58
16 One year or less 7,402 7.273 7,201 7,202 7.244 7,209 7,055 7,046 7,087 1
17 Over one year . 48,676 48,864 48,929 48.899 48,819 48,555 48,577 48,558 48,574 48
18 Other bonds, corporate smcks and sLLlll’ItlLS 2,837 2818 2,858 2,843 2.864 2,784 2,804 2,806 2,790 -3
Loans
19 Federal fundssold! | 27.842 33,997 30,181 29,004 26,781 27,663 26,273 29,636 28,341 38
20 To commercial banks 19,472 24,103 21,822 19,057 18,171 19,661 18,506 21.857 20,498 3R
21 To nonbank brokers and dealers in securities 6,380 7.854 6,059 7.359 6,366 5.873 6,098 6,120 5,924
22 Toothers 1,990 2,040 2,300 2,588 2,244 2,129 1,669 1,659 190 ..
23 Other loans, gross 430,569 | 426,958 | 425570 | 423,054 421,559 1 422,691 419,782 422263 | 419,755 1,192
24 Commercial and industrial 174768 | 173,239 | 173,116 | 171,922 | 171,348 [ 171,890 170,104 | 170258 | 169,482 354
25 Bankers aceeptances and commercial paper 4,206 4,218 4,632 3,957 4,191 4213 3,566 4,171 3,691
26 Allother ., 170,562 169,020 168,484 167,965 167,157 167,677 166,538 166,087 165,791 354
27 US addressees . 163,276 [ 1617821 161,194 [ 160,597 [ 159,752 160,504 | 159,349 | 158,942 [ 158,752 354
28 Non-U § addressces 7.286 7.23 7,290 7,368 7,406 7173 7,184 7,145 7039 |
29 Real estate 111,775 [ 112,212 | 112,534 [ 112,631 (12,866 { (13,085 [13.369 1 113,591 (13,081 448
30 Toindwviduals tor personal expenditures 72,294 72,616 72,389 72132 71.954 71.664 71.370 71,323 71,174 377
To financial msttutions
31 Commerctal banks n the United States 5,356 4,544 4,679 4,099 4,220 3.899 4,351 4,638 4,383 -6
32 Banks in foreign countries 9,770 9,363 9,429 9,696 9,018 9,034 8,508 9,172 8,366 7
33 Sales finance, peisonal finance mmpumcs et 10,077 10,231 9,999 9,966 9,962 9,912 9,826 9,872 9,755 1
34 Other fmdnu(\rmsmutmns oo 15,925 15,591 15,390 15,267 15.291 15,372 15,243 15.311 15120 2
35  To nonbank brokers and dealers m securities 7.844 6,928 6,404 5,748 5,548 5,590 5,213 5,336 5,912
36 To others for purchasing and carrying securitics? 2,146 2,103 2,170 2,140 2,198 2,207 2222 2,273 2,270
37 To finance agricultural production . 5,413 5,358 5,332 5,306 5.335 5,338 5,295 5,326 5,374 6
38  Allother .. .. .. . 15,200 14,773 14,126 14,147 13,817 14,628 14,219 15,162 14,237 3
39 Liss Uncarned mcome . 6,662 6,696 6,767 6,772 6,752 6,647 6,660 6,692 6,661 37
40 Loan loss reserve 5,657 5,740 5,731 5,743 5,748 5.846 5,874 5.899 5918 11
41 Other loans, net 418,250 1 414,522 1 413,072 1 410,539 | 409,060 1 410,198 | 407,242 [ 409,672 407,176 1,143
42 Lease financing reccivables 4,323 9,309 9,500 9518 9,595 9,909 9,935 9,940 9,986
43 All other assets 87,692 83,667 85,436 82,246 82,035 83,736 87,436 82,448 85,057 {55
44 Total assets .o 783,074 | 770,447 | 768,033 | 751,211 | 745,791 | 755,198 | 750,959 | 768,403 754,513 1,475
Deposits
45 Demand deposits 228289 | 206,621 ( 202,179 91,3151 185,520 191,992 (88,857 201991 183,252 391
46  Mutual savings banks 838 744 714 oLl 574 733 623 747 566 ..
47 Individuals, partnerships, ana cnrpumuom 158,408 142,108 140,293 132,325 127 902 130,316 128,010 137,783 123,719 325
48  States and political subdivisions 5,835 5,126 4817 5177 5,282 4,696 4,755 4,714 17
49 U.S government 1,107 1,609 1,835 1,465 1 676 3,506 1,979 1,651 1.579 2
S50 Commercial banks in the Umited Sldtcs 41,422 39,116 37.148 34,089 34,038 34,459 34,976 37,777 35,288 9
51  Banks in foreign countries 8,991 7.739 7,558 8,350 8,047 7,177 9,901 9,487 8,434 11
52 Foreign governments and ofticial msmuuom 2.459 1,658 1,475 1,822 1,457 1,783 1,546 2,292 1,591
53 Certified and officers’ checks 9,229 8,519 8,338 7.474 6,980 8,736 7,120 7,499 7,360 26
54 Time and savings deposits . 313978 | 316,877 | 316915 319,032 | 321,019 321,653 | 320,325] 320,282 320,996 861
55 Savmgs 72,570 75,671 75,026 75,482 74,493 75,642 75,538 75,860 75,072 296
56 Individuals and nonprotit nrgdnlzanons 68,317 71,425 71,376 71,370 70,368 71,497 71,387 71,634 70,984 271
57 Partnerships and cnrpomuom operated tor
prohit 3.594 3,531 3,555 3,451 3,473 3.454 3,461 3,491 3416 19
58 Domestic gnw,rnmunnl units 636 68Y 673 637 631 671 670 718 655 S
59 All other . 23 20 22 23 21 20 19 20 18
60 Tme 241,408 | 241,206 | 241,290 | 243,550 | 246,526 | 246,011 | 244,788 [ 244,422 | 245924 565
61 Individuals, parmershlps and corporations 205,810 | 206,231 206,376 | 208,187 210,710 | 210,394 | 209,275 208,897 | 209,948 479
62 States and polmc.nl subdivistons 201,185 19,935 19,976 20,207 20,718 20,567 20,755 20,789 21,207 79
63 US government .. 300 301 314 297 309 298 298 310 306 5
64 Commercial banks n thc Unned States 8,422 8,169 8,227 8,557 8,448 8,416 8,085 8.009 8,108 2
65 Foreign governments, ofticial institutions, and
banks 6,691 6,569 6,396 6,302 6,340 6,336 6,375 6,418 6,355
Liabilities for borrowed money
66  Borrowings from Federal Reserve Banks 1,055 316 1,950 582 467 119 375 202 4.412
67  Treasury tax-and-loan notes 6,696 2,803 2,408 4,386 6,007 1,939 1,821 2,008 5,895 ..
68 All other labilitics for borrowed money? 119,822 [ 133,386 ] 134,609 [ 125,512 121,091 | 126758 | 126,689 | 130,179 | 124,549 29
69 Other habilities and subordinated notes and
debentures 63,016 60,147 59,729 60,148 61,217 61,773 61,984 63,008 64,685 74
70 Total liabilitles . 732,857 720,149 | 717,790 | 700,975 695,321 704,235 | 700,052 717,670 | 703,790 1,354
71 Residual (total assets minus total liabilities)? 50,216 50,297 50,243 50,236 50,470 50,963 50,907 50,733 50,724 120
1. Includes sccurities punh‘\scd under agreements to resell 4 This 1s not a measure of equity capital for use in capital adequacy analysis or
2 Other than fmancial institutions and brokers and dealers. for other analytic uses

3. Includes federal funds purchased and securities sold under agreements to
repurchase, for intormation on these liabilities at banks with assets of §1 bithon
or more on Dec. 31, 1977, see table 1 13,
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1.27 LARGE WLELEKLY REPORTING COMMERCIAL BANKS with Domestic Assets of §1 Billion or More on
December 31, 1977, Assets and [iabilities

Millions of dollars, Wednesday figures

1980 1981 Adjust-
Account ment

T bank.
Dee 31) Jan 7 ) Jan Y} Jan 21} Jan 282 | Yeb 4§ obeb tie ) kb 18P ) teb 250 1980

1 Cash items in process ot collection 62,7221 S4008| 53.487| 49,258 47 184 50,544 46,644 59,169 48,181 33
2 Demand deposits due trom banks i the United States 20,856 20.849| (8840 19,538 19.680 18.580 18.873 21,572 19,370 - 19
3 All other cash and due trom depository imstitutions ILBI8| 29,1921 13559 27536 28.758 29,500 31,640 31,267 32,563 -241
4 Total loans and securities 526,068 | 529,522| 523,956 | 520,106 | 516,504 ; 520,140 | 514,146 | 519,922 | 517,070 1,368
Securies
5 US lreasury secutitics 30,649 [ 37,804 37.662( 37494 16,973 38,281 37.318 37,575 37871 146
6 Trading account 4,313 6.34] 6.547 0,403 0.258 7.452 6,410 0.671 7.034 s
7 Investment account, by maturity 32,337 | 314631 31,118 31,029 10,715 30,829 30,908 30,904 30,838 146
8 One year or fess 9,475 8,852 8,704 8,678 8,524 8,027 8,714 R.456 8,485 69
9 Over one through five yeats 19,886 19,5881 19,294 19.228 19,097 19,112 IEAR 19,310 19,155 76
10 Over five years . . 2.976 3.022 3017 3124 3,004 3,001 3,084 NG 3,198 1
11 Other securities 71913 72,041 71,191 70,890 71,045 71,743 70,699 70,526 70,937 103
12 [ading account 1234 3234 2,469 2.260 2.438 3,503 2.554 2.365 2,761
13 Investment account 08,080 | 68,806 08,722 068,630 68,610 68,240 08,145 68,161 68,176 103
14 U'S government agencies . . 14,903 14988 14,808 14,829 14,822 14 831 14,852 14,894 14,804 S50
15 States and pohitical subdivimion, by matuny SELAEY) 51,189 SLAR3Y 5145 S1006 50,798 51,659 50,632 50,691 S6
16 One year o1 less 6,592 6.489 6,407 6,404 6,442 6,416 0,272 6,204 6,316 8
17 Over one yeat 44520 [ A TO0 [ 44,776 44741 44,654 44 382 44,387 44.368 44,374 48
iR Other bonds, corporate stocks and seeurtties 2,603 2.629 2.6 2,656 2.692 2,61 2.0 2.635 2.620 3
Loans
19 Federal tunds sold! 24330 30,163 20912 25935 24,058 24,497 23312 26,554 25,401 37
20 Lo commeraial banhs 16,489 20919 19,033 16,696 15,998 17,104 16,096 19,298 18,138 37
21 ‘Lo nonbank brokers and dealers m secunties S.K8K2 7233 5,606 6,677 5,839 5.284 5,560 5.033 5435 .
22 ‘loothers 1.959 2011 2273 2,563 2,221 2,108 1,650 1623 1,889
23 Other loans, gross 404,526 | 400,974 | 399,711 ] 397322 395,953 397,138 394,380 396,882 394,406 1,128
24 Commerctal and industrial 165826 | 164,358 | 164,2531 163,142 162,636 163,215 161,488 161,655 160,853 19
25 Bankers aceeptances and commeraal paper 4,006 4015 4,435 3.767 4.008 4.047 3,395 4,001 3.516 .
26 All other 101,820 160,343 | 159818 159375 158,628 | 159,168 1 (58,093 | 157.655| 157,337 339
27 S addressees 154,604 { 153,175 ( 152,600 152,080 151,295 152 060 150 978 £50.583 150,371 319
28 Non-U S addiessees 7216 7.167 7.218 7.205 7.333 7108 7.116 7.072 6,966
29 Real estate 105,403 | 105,777 | 106,111 ] 106,194 106,432 106,750 106,949 107,151 107,238 418
30 Lo mdividuals tor personal expenditures 03,634 063929 63.727] 63492 63370 63,130 02 858 02,832 62,770 362
1o tmancial mstituttons
3 Commercral banks m the Umited States 5.220 4,425 4,561 3,995 4,100 3,788 4,217 4,534 4,269 -6
32 Banks in foreign countries 9,692 9,260 9,357 9.625 8.947 8.907 8.500 9 066 8,283 7
33 Sales fimance, personal finance companies, cte 9911 10 069 9.8%0 9 80O 9,805 9,758 9.68t) 9,734 9,613 1
34 Other tmancial imstituttons 15,522 15,190 5.007 14,888 14,921 15,006 14,888 14,962 14,772 2
15 1o nonbank brokers and dealers m sceuritees 7,701 6,830 6,300 5.662 5,456 5,494 5,124 5,242 5,878
36 o others tor purchastng and canrymg secunties? 1,909 1,860 1,944 1,902 1,965 1,977 1,991 2.047 2,050 .
37 To finance agncultural production 5,259 5,209 5,185 S.163 5,192 5,197 5. 156 S.88 5234 6
38 Allother 144437 14,001 13,424 13,454 13,120 13918 13,527 14,471 13,530 -1
39 Tiss Uncarned income 6029 6,062 0,132 6,130 0,115 6.015 6,032 6,059 6,030 15
40 Loan toss 1escrve 5,322 5,398 5,387 5,400 5410 5,504 5,531 5.556 5,575 1i
41 Other loans, net 93,1751 389,514 368191 | I85.786 | 384.427 185.019 182,816 385,267 382,800 1,081
42 1.case tinancing recevables 9,050 9038 9,230 9,246 9,324 9,635 9.660 9,665 9,711
43 All other assets 85,194 | R1.4741 83,233 79998 79,787 81,390 85.156 80,517 82.587 153
44 Total assets 735,728 | 724,084 | 722,305 | 705,679 | 701,237 | 709,795 | 706,120 | 722,113 [ 709,482 1,295
Deposits
45 Demand deposits 213,901 | 193,670 189,665 179,027 | 174,184 | 179864 | 177229 | 189469 | 172,156 302
46 Mutual savings banks 80O 712 08K 581 551 700 599 716 544
47 Indwiduals, partnershaps, and corporations 147,106 ] 131.862 1 130,481 122,873 119,046 121,057 118,8K2 128,027 115,062 240
48 States and political subdivisions X , , 5,192 4,560 4,190 4,437 4,227 4,012 4,060 4,204 4,096 15
49 U S government 990 1.424 1.579 1,114 1.477 1214 1,799 1.474 1.412 2
S0 Commerctal banks i the Umted States 9,769 [ 37,623 35,770 132,740 32,764 33,002 33,691 36,171 33.977 9
S Banks m toreign countries R , 8.877 7.602 7.480 8,273 7.954 7.105 9,830 9,418 8.369 11
52 loreign governments and otticial mstitutions 2,454 1,657 1,474 1,821 | 454 1,782 1,545 2.2583 1,590
53 Cerufied and otticers” checks 8,708 R.170 8,002 7.188 6,709 8.392 6.817 7.207 7.106 26
54 ‘hime and savings deposits 297,036 | 295,548 | 295.621 | 297,756 299,780 300,186 | 298,883 298,832 299,350 774
55 Savings 67,133 69939 69,841 69,743 08,821 69,902 69,814 70,105 69,358 238
56 [ndividuals and nonprotit organizations 63,2271 606,030 659211 65,959 65,034 66,081 65,991 66.206 65,588 214
57 Partnerships and corporations operated tor profit 13100 3.206]  3.287 3,183 3,200 3,190 3,193 3222 3,148 19
38 Domestie governmental umis 573 0622 012 578 565 611 610 656 onl S
59 Allother 23 20 22 23 21 20 19 20 18
60 Lime 225904 | 225,609 | 225,780 | 228,012 230,965 | 230284 [ 229,069 | 228727 [ 229,992 536
61 Tndividuals, partnerships, and corpotations 192,582 | 192,915 | 193,088 | 194,908 197,431 | (97,003 | 1958271 195,518 196,419 451
62 States and political subdivisions 18,249 [ 17,995 18,086 ] 18,286 18,782 18,509 18,827 18,812 19.169 i
03 US government 284 285 298 282 294 283 283 294 290 5
64 Commerciat banks i the United States 8,097 7.846 7912 8,234 8,118 8,093 YNRY 7,085 7.759 2
63 Foregn governments, othaal mstitutions, and banks 6,691 6,569 6.396 6,302 6,340 6,330 6375 0,418 6,355
Liabalities tor borrowed money
66 Bortowings trom Federal Reserve Banks 472 211 1.816 540 368 72 378 97 4,272
67 [reasury tax-and-loan notes . 6,225 2,555 2,185 3908 5,541 1,759 1,710 | 821 5.520
68 All other habilities tar barrowed money? 13,0081 126,922 1 127,823 | 1IR.656 114,368 119898 § 119,792 1229221 117.570 27
69 Other habilities and subordinated notes and debentures 61,554 | 5R.576| 58,249 58,750 59 827 60,319 60,526 61,526 63,206 73
71} Total liabilities 688,784 | 677,083 | 675,359 | 658,727 | 654,072 662,098 | 658,515 | 674,668 | 662,075 1,176
71 Reswdual (total assets munus total Tabihites)! 46,945 47.001| 46946] 46,951 47,165 47,698 47,605 47 445 47.407 118
1 Includes secunties purchased under agreements to resell 4 This 1s not a measure of equity capital tor use m capatal adequacy analyss or
2 Other than lmanaal nstitutions and brokers and dealers tor othet analytie uses

3 Includes tederal tunds purchased and secunties sold under agreement o re-
purchase, tor mtormation on these habilities at hanks with assets of $1 bilion ot
more on Dec 31, 1977 see table 113
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1.28 LARGE WEEKLY REPORTING COMMERCIAL BANKS IN NEW YORK CITY Assets and Liabilities

Milhons of dollars, Wednesday figures

1980 1981
Account
Dec 31 Jan. 7 Jan 14 | Jan, 21 | Jan 287 | Feb 4» | Feb 117§ Feb, 18 | Feb 250
1 Cash tems in process ot collection 24,782 20,614 21,628 18,696 18.644 18,772 17.906 19,549 18,827
2 Demand deposits due from banks in the Umtcd States 14,724 15,101 13.387 14,305 14,827 12,841 13,247 15,089 14,232
3 All other cash and due from depository institutions 7,742 8.286 11,388 5,904 7.178 7,712 8,378 10,642 8,419
4 Total loans and securities! 129,586 | 129,279 | 126,775 | 125,235 | 123,296 | 124,325 121,931 125,738 123,490
Securtties
5 U.S. Treasury sncumu.s2 .
6  Trading accountz b . . B . v . L
7 Investment account, by maturity 8,418 8,238 7.990 7.990 7,985 8.004 7.975 8,266 8,120
8 One year or less 1,454 1.585 1,619 1,593 1,614 1.666 1,653 1,612 1.598
9 Over one through five years 6,412 6,113 S.817 5.848 5,834 5.809 5.807 6,085 5,952
10 Over five years 551 539 554 549 537 529 518 570 570
11 Other securitics? . N
12 Trading account? N TR . N
13 Investment account 13,076 13,752 13,698 13,702 13,675 13,617 13,525 13.532 13,561
14 U.S government agencies . . 2,305 2,319 2.303 2,298 2,296 2,307 2,302 2,302 2331
15 States and political subdivision, by malurlty 10,750 10.797 10,753 10,776 10,757 10,685 10.612 10,613 10.627
16 One year or less 1.664 1.668 1,562 1.562 1,554 1,482 1,387 1,378 1,380
17 Over one year 9,087 9,129 9.190 9214 9,203 9,202 9,225 9,234 9.247
18 Other bonds, corporate stocks and sceurities 620 636 642 627 622 626 611 618 602
Loans
19 Federal funds sold? 7.284 9.819 7.994 7,780 7.254 6,979 6,112 8,738 7.823
20 To commercial banks 346l 5414 4210 3914 3.836 3,536 2.517 5,267 4.569
21 To nonbank brokers and dealers in sccurities 3.061 3.605 2.678 2,890 2.545 2.640 2917 2,956 2,664
22 Toothers 762 801 1,105 976 872 802 678 518 590
23 Other loans, gross .. 103,141 100,435 100,084 98,762 97.385 98,709 97,327 98,230 97,030
24 Commercial and industrial 51,754 51.243 51.551 51,082 50,614 50,845 49,785 49,857 49378
25 Bankers acceptances and commercial paper 767 790 1,183 942 1,056 1,155 680 1,037 886
26 Allother 50,986 50,453 50,368 50,140 49,558 49,690 49,105 48,820 48,491
27 U S. addressees 48,477 47,995 47,784 47,528 46,944 47,077 46,496 46,231 45,951
28 Non-U § addressecs 2,510 2,458 2,584 2.612 2,614 2,613 2,609 2,588 2,540
29  Realestate . .. 14,826 14,816 14,890 14,891 14,941 15,115 15,154 15,180 15,237
30  To mdividuals for personal expenditures 9.369 9.446 9.392 9,403 9,39 9,389 9.390 9,422 9,388
31 To financial mstitutions
Commercial banks 1n the United States . 2,081 1,502 1,660 1.268 1,280 1,163 1.359 1,643 1,430
32 Banks n foreign countrics 5,072 4,689 4,686 4918 4,326 4,387 4,160 4,592 4,051
33 Sales finance, personal finance u)mpdmcs ctu 4,395 4,547 4,342 4,238 4,181 4,300 4273 4,232 4,162
34 Other financial institutions 4,848 4,703 4,621 4,562 4,454 4,541 4.4% 4,432 4,380
35  To nonbank brokers and dealers in securities 4,838 3,960 3,602 3.085 3,024 3,207 3.068 3,075 3,563
36 To others for purchasing and carrying securities? 405 395 431 424 472 489 489 507 504
37 To finance agricultural production 435 439 444 447 422 439 436 439 432
38  Allother . 5,117 4.695 4.465 4,474 4.274 4,832 4.778 4,851 4,504
39 Less. Unearned mncome \ 149 1157 1,187 1,190 1,198 1.140 1153 1,163 1,170
40 Loan loss reserve 783 1.809 1.804 1,808 1,804 1.839 1.856 1,866 1,874
41 Other loans, net 1()0 Z(DK 97,470 97,093 95,764 94,382 95,724 94318 95,201 93,986
42 Lease fmanung recervables 1,758 1,768 1,966 1,966 1,973 2,271 2.259 2,259 2,261
43 All other assets® 37,241 36,975 38,782 34,272 34,615 37.144 39.498 35.403 36,713
44 Total assets 215,832 | 212,022 | 213,926 | 200,380 | 200,234 | 203,064 203,219 208,680 203,942
Deposins
45 Demand deposits . . 77,180 69,113 69,240 64,510 64,199 64,125 64. 92() 67,386 64,502
46 Mutual savings banks 436 183 363 307 285 362 381 292
47 Indviduals, partnerships, and corporations . 38,646 33926 35.087 32,596 32274 31,660 30 (346 33 776 30,718
48 States and political subdivisions 578 366 467 528 525 492 424 431 425
49 U S. government 173 350 401 291 352 831 426 306 240
50  Commercial banks in the United States . . 24,145 23,240 22.373 19.279 20,231 19,328 20.641 20,29 21,529
51 Banks in foreign countrics 7.045 5832 5,680 6.607 6,184 5517 8.028 7.561 6,583
52 Foreign governments and ofticial |namuuons 2,073 1,355 1.139 1,523 1,160 1,501 1277 1,925 1,329
53 Certiticd and officers’ checks 4,083 3,662 3,731 3,379 3.186 4,432 3 146 2,976 3,389
54 Time and savings deposits . s 57,318 57,961 57,590 57.962 58,096 58,201 57.318 56,444 55,707
55 demgs 9,547 9,558 9,476 9,330 9,150 9.239 9217 9231 9,147
56 Individuals and nonprotit organizations . 9,124 9,131 9,059 8,928 8,746 8.823 8,787 8.797 8,721
57 Partnerships and corporations ()[)Ll’dtcd for profit 308 305 297 290 289 290 289 287 288
58 Domestic governmental units 107 s 13 104 111 122 136 144 135
59 All other . 8 6 7 7 4 4 S 3 3
60 Time 47,770 48,403 48,114 48,633 48,946 48,961 48.101 47,213 46,560
61 Individuals, partnerships, and Lorpnr.mons 41,064 41,882 41,575 42,044 42,395 42,402 41.492 40,503 39,631
62 States and political subdivisions . 1.436 1.384 1,339 1,413 1,508 1.559 1.674 1,725 1.770
63 U.S government . 14 14 22 25 24 32 37 38 36
64 Commercial banks i the United States 2.370 2.305 2.460 2,515 2,347 2,304 2,196 2,213 2,258
65 Foreign governments, otficial mstitutions, and banks 2,886 2,818 2,719 2,636 2,672 2.664 2,702 2,734 2,865
Liabilities for borrowed money
66 Borrowmgs from Federal Reserve Banks 475 1,490 PR 150 2,730
67 Treasury tax-and-loan notes 1,833 95 1 i L 2 583 354 1,500
68  All other liabihities for borrowed money®t | 37,976 45713 47,020 39,535 38,223 40.516 40,394 43,974 38,151
69 Other liabilities and subordinated notes and dehunurus 25,296 23,402 22,958 22.816 24,175 24342 24,002 24727 25,637
70 Total liabilities P 200,077 | 196,283 | 198,300 | 184,825 | 184,695 187,187 187,367 192,884 188,227
71 Residual (total assets minus total habilities)? s 15,755 15,738 15,627 15.555 15,539 15,877 15,852 15,796 15,716
I Excludes trading account sceuritics 5 Includes trading account secunitics
2 Not available due to confidentiahity 6. Includes federal tunds purchased and sccuritics sold under agreements to
3. Includes secunities purchased under agreements to resell repurchase
4 Other than financial institutions and brokers and dealers 7. This 1s not a measure ot equity capital tor use m capital adequacy analysis or

tor other analytic uses



1.29 LARGE WEEKLY REPORTING COMMERCIAL BANKS Balance Sheet Memotanda

Millions of doltars, Wednesday figures

Weekly Reporting Banks

A2l

1980 1981 Adjust-
Account ment
bank,
Pec 31 fan 7 Jan 14 Jan. 21 | Jan 287 | Feb 42 Tch Lw Eeb, 187 Leb. 252 1980
BANKs WITH Asst 15 01 $750 Mit 1ION OR MoR)
1 Total loans (gross) and secunties adjusted! S51,646 | 551,605 | 547441 546,631 S43.287 | 540,167 54,570 542,963 541,405 1451
2 Total loans (gross) adjusted! 433,582 472,308 429,250 428,902 425,949 426,795 423,198 425 404 423,210 1,197
3 Demand deposits adjusted? 119,700 | 109,123 | 106,799 [ 103,530 ] 100,147 | 100,605 102,762 99,767 95,600 347
4 Tame deposits e accounts of $100,000 or
more 159,443 | 158,357 | 158214 | 160487 [ 162,410 | 161,311 160,059 159,520 160,016 13
5 Negotiable CDs 116,374 114,827 114,303 115,864 117,693 116,453 114,752 114,262 114,208 54
6 Other time deposits 43,069 43,530 43912 44,324 44,717 44 858 45,307 45,228 45808 58
7 Loans sold outnight to alhliates? 2,748 291 2,778 2,753 2,760 2,785 2,793 2,883 2,760
8  Commeraal and imdustrial 1,800 1,862 1,865 1.833 1,850 1,878 1,884 1,977 1846
9 Other 947 911 913 920 910 G906 909 906 913
Bavks WITH Assi 1s of $1 Birios or Mori
10 Total loans (gross) and secunties adjusted! SIS, 704 | 515,638 S11 882 510,951 507,928 | 510,767 505,397 507,706 500,268 1.382
11 "Totat loans (gross) adjusted! 407,141 405,793 403,029 ) 402,567 WH 9101 400,743 397,380 399,604 397,460 113
12 Demand deposits adjusted? 110,420 100,615 98,828 95,917 92,758 93,105 95,094 92,655 #8586 258
13 ‘Time deposits m accounts ot $100,000 o1
more 150,394 149,306 149,236 151,237 153,504 152,239 158,030 150,508 150,840 1o
14 Negotrable CDs 109,936 108,419 107,974 109,592 111,477 {113 108,473 108,004 107,801 54
1S Other tune deposits 40,458 LIRS 41,262 41.645 42 026 42,125 42,550 42,504 43,038 56
16 L oans sold outright to athihates? 2,711 2,733 2,738 2,708 2,725 2748 2,756 2 849 2,724
Commerctal and industrial 1.783 1,839 1.838 1.801 1,825 1.850 1,850 1,948 1.8I8
18 Other 928 #93 900 907 900 898 901 900 905
Banks v Nt w Yorg Cuy
19 Total loans (gross) and secunties adjusted! + 126,976 125,329 123,890 {23,052 121,183 122,610 121,063 121,857 120,534 175
20 Total loans (gross) adjusted 104,883 [ 103,338 1 102,208 | 101,360 99,5221 100988 99,503 100,058 98,854 65
21 Demand deposits adjusted? 28,081 24,909 24 838 26,244 24,972 25,194 25940 27,502 23,906 248
22 Tame deposits i accoutts ot $100,000 or
more . 37,811 38,263 38,033 38,579 38,826 18,753 37,925 37.044 36,172 59
23 Negouable CDs 28,649 29,154 28877 29,294 29,595 29,235 28,229 27,493 26,080
24 Other time deposits 9,162 9,109 9,156 Y 285 92132 9,518 9,696 9,552 9,492 55

1 Exclusive of Joans and tederal funds transactons with domestic commercal

banks

2 All demand deposits except U'S government and domestie banks less cash

1ems i process ot colfechon

3 Loans sold are those sold outiight to o bank's own toresgn branches, non-
consolidated nonbank attilates of the bank, the bank's holding company (it not
« bank), and nonconsolidated nonbank subsidiares of the holding company

4 Excludes tradmg account seeurities
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1.30 LARGE WEEKLY REPORTING COMMERCIAL BANKS Domestic Classified Commercial and Industrial Loans

Millions of dollars

Oustanding Net change during
Adjust-
Industry classification 1980 1981 1980 1981 ment
bank!
Oct 29 | Nov 26 | Dec 31 | Jan. 28 | Feb. 250 Q3 Q4 Dec. Fan. Feb.r
1 Durable goods manufacturing 23,335 24,088 24,676 24,378 24,424 783 1,164 587 -300 45 2
2 Nondurable goods manufacturing 20,273 20,804 20,503 19,359 18,937 1,195 970 -301 —1,142 —~422 ~1
3 Food, liquor, and tobacco . ...... . 4,921 5,384 4,915 4,529 649 1,033 463 — 466 —386 -3
4  Textiles, apparel, and leather , . 5,070 4,906 4,150 4,096 4,364 269 ~ 1,054 —756 —54 268 ...,
5 Petroleum reflning . 3,153 3,129 3,633 3,185 2,929 -28 947 504 —448 =256 . . ...
6 Chemicals and rubber ........ .. 3,846 4,158 3917 3,782 3,673 30 184 -241 -135 —-109 .
7  Other nondurable goods . . 3.620 3,690 3,419 3,381 3.442 275 — 140 ~271 -39 61 2
8 Mining (including crude petroleum
and naturalgas) .......... .... 14,716 15,338 16,427 16,251 15,935 199 2471 1,089 -177 -316
9Trade .. ... . ... ... 26,270 27,050 26.250 25,552 25,245 350 1,300 —-801 - 697 -307
10 Commodity dealers ......... . 2,470 2,402 2,563 2,116 1,874 588 444 161 —447 ~-242
11 Otherwholesale ................ 11,876 12,182 12,306 12,057 11,707 —-94 720 124 —248 =350 ...,
12 Retal .... ........ ... .. 11,923 12,467 11,381 11,378 11,663 —-144 136 ~- 1,086 -2 285 .......
13 Transportation, communication,
and other public utihties .. 19,316 20,099 21,316 20,741 20,270 478 2,093 1,217 ~573 -472 -2
14  Transportation ..... .. .... . 7.788 8,019 8,374 . 8,139 136 638 354 -117 -114 -2
15 Commumcaton .... . .. . 3,094 3,161 3319 3,184 3,097 154 326 158 -136 -87t L
16  Other public utilities ... ... ...... 8,434 8919 9.623 9.303 9,033 188 1,128 704 -320 =270 ...
17 Construction . ............... . 5924 5,992 5.993 5,950 6,109 60 -37 1 -42 159 =2
18 Services . A . 21,530 22,160 22,853 23.247 23,533 1,014 1,542 693 394 286 o
19 Allothes? ... ........... ... . 15,634 16,146 16,586 15.816 15919 403 1,184 440 -1 103 341
20 Total domestic loans 146,998 151,678 154,604 151,295 150,371 4,483 10,687 2,926 —3,648 —-924 339
21 MEMO: Term loans (original maturity
more than | year) included in do-
mestic loans .. . C 76,912 78,956 81,745 81,794 80,147 2,241 5,209 2,789 52 —1,647 -3

1. Adjustment bank amounts represent accumulated adjustments originally
made to offset the cumutative effects of mergers. These adjustment amounts should
be added to outstanding data for any datein the year to establish comparabulity
with any date in the subsequent year. Changes shown have been adjusted for these
amounts,

2. Includes commercial and industrial loans at a few banks with assets of $1
billion or more that do not classify their loans

NoTE. New series The 134 large weekly reporting commercial banks with do-
mestic assets of $1 billion or more as of December 31, 1977, are included in this
series, The revised series is on a last-Wednesday-of-the-month bass. Partly esti-
mated historical data are available from the Banking Section, Division of Research
f)ndCSlgggtsifs‘ Board of Governors of the Federal Reserve System, Washington,
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1.31 GROSS DEMAND DEPOSITS of Individuals, Partnerships, and Corporations!

Billions of dollars, estimated daly-average balances

Commeraal banks
Type of hoider 19792 1980
1975 1976 1977 1978
Dec Dec Dec Dec
Sept Dec Mar June Sept. Dee,
1 All holders—Individuals, partnerships, and
corporations 236.9 250,1 274.4 294.6 2924 Jo2.2 288.4 288.6 302.0 316.8
2 Fmancial business 201 223 250 278 267 271 284 277 296 298
3 Nonfinancial busmess 1251 130 2 1429 1527 148 § 157 7 144 9 1453 1519 162 3
4 Cansumer 78.0 826 9tn 97 4 992 992 97 6 97.9 101 8 040
5 Foreign 24 27 25 27 28 31 31 33 32 313
6 Other . . 113 124 12.9 14.1 149 151 14,4 14.4 155 17 4
Weekly 1eportimg banks
19793 1980
1975 1976 1977 1978
Dec Bec Dec Dec -
Sept Dec Mar June Sept. Dec.
7 All hotders—Individuals, partnerships, and
corporations . 124.4 128.5 139.1 147,0 1327 139.3 133.6 1339 140.6 147.4

8 Financial business 150 175 185 198 197 201 PN 02 212 216
9 Nonfinancial business 699 69 7 763 790 69 1 741 a9 1 69.2 724 777
10 Consumer 299 317 6 g2 3137 343 34.2 339 36.0 36.3
11 Foreign . 23 26 24 235 28 30 30 31 31 31
12 Other 66 71 74 75 74 7.8 72 75 79 87

I Figures include cash ttemis m process of collection Estimates ot gross deposits
are based on reports supplied by a sample of commercia) banks T J)cs ot depositors
in each category are deseribed'in the June 1971 Butieiin, p 466

2 Beginning with the March 1979 survey, the demand deposit ownership survey
sample was reduced to 232 banks trom 349 banks, and the estimation procedure
was modified shghtly To md 1in comparing estimates based on the old and new
reporting sample, the tollowing estimates in billions of dollars for December 1978
have been constructed using the new smaller sample, hinancial business 27 0,
nonfinancial busimess, 146 9, consumer, 98.3, foreign, 2 &, and other. 151

3 Atter the end of 1978 the large weekly reporting bank panel was changed to
170 large commerctal banks, cach of which had total assets in domestic oftices
cxecedintg $750 multion as ot Dec 31, 1977 Sce “Announcements,” p 408 in the
May |97§ Buirt iy Beginning in March 1979, demand deposit ownership csti-
mates tor these large banks are constructed quarterly on the basis of 97 sample
banks and are not comparable with earlier data, The tollowing estimates i biilions
ot dollars tor December 1978 have been constructed tor the new large-bank panet:
financial business, 18 2, nonhmancial business 67 2 consumer, 32 8, toreign, 2.5.
other, 6 8

1.32  COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING

Milhons of dollars, ¢nd of period

1980 1981
Instriument 1977 1978 19791 1980
Dec Dec Dec Dec
Juty Aug Sept Oct Nov Dec Jan
Commercial paper (seasonally adjusted)

I All issuers 65.036 83,420 [ 112,803 [ 125,068 | 122,259 [ 122,607 | 123,460 | 122,383 | 124,776 | 125,068 | 127,957

Financial companies?

Dealer-placed paper?
2 Total Lo 8.888 12,300 17.579 19.847 18.207 19.092 19,509 18,992 19.556 19.847 20,103
3 Bank-related . 2.132 3.521 2874 3.561 3,198 3313 3.370 3.442 3436 3.561 3.670
Drrectly placed paper’
4 Tota e 40,612 51,758 64,931 68.083 63.777 64,550} 65,542 66,628 67.345 68,083 68,318
5§  Bank-related . 7.102 12,314 17,598 22.382 19.239 19.909 19.692 21,146 21939 22,382 22,570
6 Nonfinancial compamess 15.531 19,365 0,203 171138 40,275 38.905 38,409 36.763 37.875 37,138 19,536
Bankers dollar acceptances (not seasonally adjusted})

7 Total 25,450 33,700 45,321 54,744 54,334 54,486 §5,774 56,610 55,226 54,744 54,465

Holder
8 Accepting banks 10,434 8.579 9,865 10,564 9.764 9.644 10,275 1317 10.236 10,564 9.7
9 Ownbills 8915 7.653 8327 8.963 8.603 8,544 9,004 9.808 8.837 8.963 7.951
10 Bills bought 1,519 927 1,538 1,601 1,161 1,100 1,270 1.509 1,399 1.601 1,420

Federal Reserve Banks
1} Ownaccount . 954 1 704 776 310 277 499 S66 523 776 0
12 Foreign correspondents 362 064 1.382 1.791 1.899 1.84( 1.820 1,915 1.852 1,791 1.771
13 Others . . 13,700 24,456 33370 41,614 42,361 42,724 43,179 42,813 42.616 41,014 43,323

Baws
14 Imports into Umted States 6,378 8.574 10,270 11776 12,109 11 861 11.731 12,254 11.774 11,776 11,903
15 Exports trom Umted States 5.863 7.586 9.640 12,712 12,401 12,582 12,991 13,445 13,670 12,712 12 816
t6 All other 13.209 17,540 25411 30.257 29,824 30.043 31.052 30,911 29.782 10,257 29,746

1A change in reporting mstructions results m otisetting shitts m the dealer- 3. Includes all tmaneial company paper sold by dealers in the open market

placed and directly placed financial company paper m October 1979,
2 Tustituttons engaged primanly m activities such as, but not inted to, com-
mercial, savings, and mortgage banking. sales, personal, and mortgage tinancing,

tactoring, finance leastng, and other bustness lendmg. insurance underwriting, and

other investment activities.

4 Asaeported by tinancial compames that place ther paper directly with inves-
tors

S Includes public utilities and firms engaged primanly 1 such activities as com-
mumeations. construction, manutacturmg, minng, wholesale and retal trade,
transportation, and reserves.
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1.33 PRIME RATE CHARGED BY BANKS on Short-"Term Business Loans

Percent per annum

Littective date Rate Fftective Date Rate Month Average Month Averaga
rate rate
1980—Oct 1 13 50 1980—-Dee 10 20100 1980—Jan 1525 1980- Aug 12
\7 14 00 16 2100 teb 1563 Sept 1223
29 4 50 19 21 50 Mar 1831 Oct 1379
Nov 0 15 50 Apr 1977 Nov 16 06
17 16 25 1981—Jan 2 20 50 May 16 57 Dec 2035
21 17 00 9 20000 Tune 1263
26 1775 Feb 3 19 50 July 148 1981—Jan 20 to
Dee 2 18 50 v 19 00 Feb 19 43
5 19 00 .
1.34 TERMS OF LENDING AT COMMERCIAL BANKS Sutvey of Loans Made, November 3-8, 1980
Size of loan (in thousands ot dollars)
ltem Al
awes
1,000
1 24 2549 S0-99 100 499 S00 999 and over
SHORI-TERM COMMERCIAL AND
INpDUstrIAL LOANS
1 Amount ot loans {thousands ot dollats) 13,100,722 729,247 549,089 562,389 1,419,646 665,483 8,774,868
2 Number ol loans 131,579 92 779 16,539 9.235 10,024 1,049 1.953
3 Waeghted-average matunty (months) 22 30 35 29 30 34 17
4 Weighted-average iterest rate (pereent per annumy) 1571 1597 1572 16 39 15 52 15 87 15 68
S Interquartile range! 1512 16 65 14751723 1352-47 11 15 50-17 50 14 50--16 75 15 31-16 61 1525 16 50
Percentage of amount of founs
6 With floating rate S0 5 250 279 407 21 68 3 53.0
7 Made under commitment 457 251 23 353 46 4 05 0 480
8 With no stated maturiy 252 t49 120 17 4 243 30 271
LONG-T1 RM COMME RCIAL AND
INDUSTRIAL LOANS
9 Amount of loans (thousands ot dollars) 3,152,110 306,233 571,615 171,411 2,102,851
10 Number ot loans 17,989 15,060 2.245 245 439
11 Weighted-average matunity (months) 46 3 483 34 4 40 6 49 6
12 Weighted-average interest rate (pucun per dnnum) 1507 1542 1529 1520 14 95
13 Interquartife range! 14 50- 15 62 14 93-16 65 475 1550 1450 1625 14 50-15 50
Percentage of amount of loans
14 With floating ratc 701 393 295 723 85
15 Made under commitment S8 1 290 251 702 703
CONSIRUCTION AND
LAND DivitormiNg LOANS .
16 Amount ot loans (thousands of dollars) 1,072,203 105,341 242,030 167,557 230,726 326,549
17 Number of loans 24,383 13,527 6,586 2,637 1.413 221
18 Weighted-average maturity (months) 134 Y4 S 19 4 100 18 0
19 Weighted-average |muu! rate (purunl per annum) 15 31 1523 14 64 14 74 15 24 16.16
20 Interquartde range! 14 00 16 65 {404 1699 13 10-15 50 14 0014 75 1400 (7 0¢ 15 S0-17 00
Percentage of amount of loans
21 With floatmg 1ate 44 4 227 88 456 479 747
22 Secured by real estate 819 843 98 2 96 7 89 8 56 0
23 Made under commitment 609 487 609 208 782 730
24 With no stated matunty t6 5 49 269 31 35.8 S8
Type of constriction
25 1- to 4-family 409 750 66 9 577 249 133
26 Multitanuly | 82 22 100 36 89 10,7
27 Nonresidential S09 227 231 387 66 2 76.0
All 250
s17es -9 10-24 2549 50-99 100-249 and over
T oans 10 FarML RS r,_
28 Amount of loans (thousands ot dollars) 1,301,641 191,079 217.452 190,952 196,075 275,324 230,759
29 Number of loans 72,123 46,721 14,605 5,800 2,838 1,789 370
30 Weighted-average maturity (mnuths) 73 67 71 56 66 10 6 S8
31 Weighted-average interest rate (pc,ru:m per annum) 15 46 1510 1502 1522 15 55 1574 15 96
32 Interquartile range! 14 49-16 64 14 30-15,97 14 32-15,95 14 04-16 21 15 00-16 10 [ 14 48-16 64 14,9317 05
By purpose of loan
33 Feeder hivestock 15 45 15 10 1509 1493 1523 1579 1632
34 Other livestock 1535 1519 15.96 14,84 15.46 15.30 (2)
35 Other current operating prtn\c’\ 15 44 1517 15 14 1533 15 88 1597 15 21
36 Farm machinery and eqmpmcnl 1513 1501 14 81 15.44 15.42 2) 2)
37 Other..... o 1575 14 91 13.90 16.06 15.79 15.44 17.25
L. Interest rate range that covers the muddle 50 percent ot the total dollar amount Norti . For more detail, sce the Board's B 2(111) statistical release.

of loans made
2 Fewer than 10 sample loans,



Securities Markets A25

1.35 INTEREST RATES Moncy and Capital Markets
Averages, pereent per annum, weekly and monthly figuies are averages ot business day data l/llleS otherwise noted
T
1YKO 1981 {81, week endmg
[nstrument 1978 1979 1980 -
Nov Dee fan beb Jlan, 30| Feb 6 | Feb 13§ Feb 20| keb 27
MONLY MARKL 1 RATLS
| Federal tunds!.2 73 1y 1336 15 8 18 90 19 08 1593 /K 1812 17 19 16 51 15 81 14 96
Commerctal paper® !
2 l-month 776 10 86 1276 Is 23 18 95 1773 15 81 17407 16 47 16 4 15 81 1472
3 3-month 794 10 97 12 66 15 18 18 017 16 58 15 49 16 38 LS 8S 16 (02 15.54 14 68
4 6-month 799 10 91 1229 1473 16 49 1510 14 87 1502 14 90 1520 1502 14 45
Fmance paper, duectly placed?
S l-month 773 10 78 12 44 14 87 17 87 1697 1552 16 71 16 17 1615 15 64 1429
6 3-month 780 10 47 1149 1314 15 00 14 49 14 45 14 80 14 67 14 77 14 69 13 80
7  6-month 778 1025 1128 1307 14 7% 14 09 14 05 14 24 14 14 14 27 14 31 13 60
Bankers deeeptances S
& 3-month 8t 1 o4 1278 15 4 17 96 16 62 15 54 16732 15 B 1618 15 41} 14 83
9 6-month na na ni na na 14 88 1489 14 91 14 88 1528 14 95 14 55
Ceruticates of depostt, secondary market®
10 i-month 7 88 1103 12 91 15 39 19 24 17 99 1611 1743 16 63 1679 1623 14 96
11 3-month 822 1122 13 (17 15 68 18 65 17 19 16 14 1703 16 38 16 71 16 31 1531
12 6-month 861 1144 1299 [5 36 (710 15 92 16 G0 1592 15 81 16 43 16 33 15 59
13 T urodollar deposits, 3-month? B8 1196 14 00 16 40 19 47 18 07 17 18 18 56 1723 1716 I8 11 16 59
US Treasmy bilst
Sccondary market’
14 3-month 719 1007 1143 13N 15 49 1502 1479 s 4 90 1581 14 68 14 19
15 6-month 7 58 10 06 1137 13 50 14 64 14 08 14 05 14 01 1392 14 63 14 00 1376
16 I-year 774 975 10 8Y 12 66 1323 12 62 1299 12 68 12 84 1331 12 98 1289
Auction average®
17 3-month 7221 10 041 11SOO | 13888 | 15 661 14 724 14905 | 15199 14 657 15 397 15 464 14103
¥ 6-month 7872 10017 | 11374 1 13612 { 14770 | 13 883 14134 {14121 13735 14 430 14 760 13611
19 1-year 7078 9817 ] 10748 | 12219 | 13261 | 12554 12801 ] 13033 12 801
CAPLAL MARKL T RALLS
US  [reasury notes and bonds?
Constant maturities!t
20 l-ycar 8 3 1067 1205 1415 14 88 14 08 14 57 1424 14 41 14 92 14 50 14,50
21 2-yedt 834 1012 1177 13 51 14 0K 13 26 1392 1339 13 67 14 22 13.81 14 02
22 2Vo-veart! 1325 1395 14 00
23 3-year 829 971 1SS 133 13 65 1301 13 65 1313 13 41 13 86 1353 13 80
24 S-yeut 8132 52 1148 1283 1325 1277 1341 12 89 1313 1359 1332 1363
25 7-year 836 9 48 143 1271 1300 12 66 1328 1278 13 00 13 45 1324 13 45
26 10-year L 9 44 11 46 12 68 12 84 12 57 1319 1274 1295 13 39 1316 13 32
27 20-ycar 848 933 (R Il 12 44 12 49 1229 12 98 1248 1272 118 12497 131
28 30-year 849 929 1130 1237 12 40 12 14 12 80 1232 12 60 1299 1277 12 89
Composte!?
29 Over 10 years (long-term) 789 874 10 &1 1183 1189 1165 1223 L1 g0 1202 1241 1221 12 32
State and local notes and bonds
Moody's seres!?
30 Ada 582 S92 745 871 944 89K 946 930 930 9 40 9 50 9065
31 Baa . 627 673 PAY 974 10 64 990 1015 990 1000 10 20 10.20 10 20
32 Bond Buyer scniest? 603 652 859 956 10 11 966 1010 991 990 999 1022 1027
Corporate bondy
Scusoned wsucs!s
33 All ndustries 907 1012 1275 1364 404 13 80) 14 22 139 14 05 14 23 14 33 1430
14 Aua 873 963 1194 1297 1321 12 81 1139 12 98 1307 13 41 13 51 1345
35 Al 892 994 12 50 1334 117y 1352 1389 1362 1369 13 87 14 4 14 00
36 A 912 1020 12.89 1359 1403 1383 14 27 1397 1412 14 22 14 40 14 35
37 Baa 948 1069 1367 14 64 1514 1503 1537 1515 1532 15 41 15 36 15 39
Aaa utility bonds!6
18 New issue 8 96 1003 1274 1385 14 51 14 12 1490 14 06 14 90
19 Recently ottered issues 897 10 02 1270 139 14 38 1417 14 58 1408 1430 14 58 14 57 t4 85
Mi Mo Dividend/price ratio!?
40 Preterred stocks 825 907 10 57 1135 o4 164 1183 11 54 11 80 11 84 1192 178
41 Common stocks 528 S 40 S28 463 474 476 S 00 4 84 500 500 500 S02

I Wecekly and monthily tigures are averages ot all calendar days, where the rate
tor a weekend or holiday s taken to be the 1ate prevating on the preceding busmess
day The daily 1ate 15 the average of the rates on a given day weighted by the
volume of transactions at these rates

2. Weekly tigures are statement week averages
ending Wednesday

3 Begmnmg November 1977, unwesghted average ot offermg 1ates quoted by
at least tive dealers (in the case of commercial paper), o1 finance L()ml)(mlcs (in
the case ot finance papet) Previously, most sepresentative tate uoted by those
dealers and finance compames Before November 1979, matunues for data shown
are 30-59 days, 90 119 days, and 120 179 days for commerctal paper, and 30 59
days, 90-119 days, and 150 179 day« to1 finance papes

4 Yields are guoted on a bank-discount basis, rather than an mvestment yield
basts (which would give a higher tiguse)

5 Dealer dosimg ottered 1ates for top-rated banks Most representative 1ate
(which may be. but need not be, the average of the rates quntc([ by the dealers)

6 Unweighted average of oftered rates quoted by at least hive dealers catly
the da

7 Unweighted averape ot closing bid rates ({uu(cd by at least five dealers

8 Rates are tecorded m the week i which Bills are 1ssued

9 Yields (not compounded) are based on dosing bid prices quoted by at least
tive dealers

10 Yields adyusted to constant matunities by the U'S Treasury  {hat s, yiclds
are read hom a yield curve at tixed matunties Based on only recently ssued,
actively traded securnities

that 18, averages tor the week

L1 Bach monthly biguie 1s an average of only hve business days near the end
of the month T'he rate for cach month was used to determine the maxsmum mtesest
tate payable n the tollowing month on small saver certiicates, until Tune 2, 1980
Frach weehly hgure 15 calculated on a iweckly basis and 15 the average ot tive
busimess days ending on the Monday tollowing the calendar week Begmning June
2, the bwweekly tate s used to determune the maxinunt wnterest rate payable m the
{ollowing two-week pensod on small saver certiticates (Sce table 1 16')

12 Unwaighted averages tor all outstanding notes and bonds naither due nor
callable i fess than 10 years, mcluding several very low yielding “flower” bonds

13 General obligations only, based on tigutes for Thursday, trom Moody's
Investors Service

14 Genetal obligations anly  with 20 years 1o maturity, wsued by 20 state and
local governmental umts of mixed quality Based on hgures for Lhursday

15 Daitly tigures ftom Moody's Tnvestors Seivice Based on yields to maturty
on selected long-term bonds

16 Compilation of the Federal Reserve Issues meluded are long-term (20 years
o1 more) New-issue yields are based on quotations on date ot oltermg, those on
tecently ottered ssues (included only for first 4 weeks atter termmation ot under-
witter price restictions), on briday close-of-business guotations

17 Standard and Poor’s corporate sertes Preterred stock 1atio based on a sample
ol ten 1ssues. tour pubhic wtlities, tour ndustnals, one fmancial, and one trans-
portation Common stock 1atios on the SO0 stocks mthe price mdex
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1.36 STOCK MARKET Selected Statistics

1980 1981
Indicator 1978 1979 1980
Aug Sept Oct Nov Dec Jan Feb
Prices and trading (averages of daily figures)
Common stock prices
1 New York Stock Exchange (Dec 31, 1965 = 50) . 5376 S5 67 68.06 70 87 3R 75.17 78 15 76 69 76.24 73 82
2 Industrial . . 58.30 61 82 8 64 8215 84 92 88 00 92 32 90 37 89.23 85,74
3 Transportation .. 43 25 4520 60 52 62.48 65 89 70 76 7722 75 74 74.43 7270
4 Utilty KLPR] 36 46 3735 38 18 3877 38 44 38 35 37 84 I8 53 37.59
5 Finance .. B . 56 74 58 65 64 28 67 22 69 313 68 29 67 21 67 46 70 04 68 48
6 Standard & Poor’s Corporation (1941 -43 = 10)! 96 11 9834 11871 123 50 12649 13022 135 65 133 48 132 97 128 40
7 American Stock Exchange (Aug 31, 1973 = 100) 144 56 186 56 300 94 321 87 337 01 350 08 349 97 347 56 344 21 33K 28
Volume of trading (thousands of shares)
8 New York Stack Exchange 28,591 32,233 | 44.867 45 984 50,397 | 44,8600 54,895 46,620 45,500 42 963
9 Amencan Stock Exchange 3,622 4,182 6,377 6,452 7,880 7,087 7.852 6,410 6,024 4.816
Customer finanung (end-ot-penod balances, i millions ot dollars)
10 Regulated margin credit at brokers/dealers? 11,035 11,619 14,721 12,007 12,731 13,293 14,363 14,721 14,242
11 Margin stock? 10,830 11,450 14,500 11,800 12.520 13,080 14,140 14,500 14,020
12 Convertible bonds 205 167 219 204 208 211 220 214 221
13 Subscription 1ssues 1 2 2 3 3 2 3 2 t na
Free credut balances at brokers*
14 Margin-account 835 1,105 2,1057 1,695 1,850 1,950¢ 2,120 2,108 2,065
15 Cash-account . 2,510 4.060 6,0707 4,925 5,680 5,500¢ 5,590 60707 5,655
Margin-account debt at brokers (percentage distribution, end of period)
16 Total . 100.0 100.0 wo o 100.0 100.0 100.0 100.0 100.0 100.0
ll.i!v equtty class (in percent)’
17 Under 40 330 16 0 140 110 130 130 130 140 200
18 4049 280 290 300 250 280 200 180 100 00
19 50-59 180 270 250 30.0 260 250 310 250 220 na
20 60-69 ... 100 140 140 16.0 1S 0 15.0 18.0 140 130
21 70-79 . 60 80 90 100 00 100 1o 90 80
22 80 or more . t 70 30 80 30 80 9.0 80 7.0
Speeral miscellaneous-account balances at brokers (end ot perod)
23 Total balances (millions of dollars)s 13,092 16,150 | 21,690 18,350 19,283 | 19,929 21,600 21,690 21,686
Dustribution by equuty status (percent)
24 Net credit status . 413 442 47 8 48 2 49.0 46.8 46 5 478 470 na
Debt status, equity of
25 60 percent or more . 451 47 0 44 4 44 6 43 4 46 2 46 8 44 4 439
26 Less than 60 percent 134 88 77 70 76 74 67 77 91
Margin requirements (percent of market value and ettective date)?
Mar 1, 1968 June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov 24, 1972 Jan 3, 1974
27 Margin stocks 70 80 65 58 65 50
28 Convertible bonds 50 60 S0 50 50 S0
29 Short sales 70 80 65 S5 65 50

1. Effective July 1976, includes a new financial group, banks and msurance
companies With this change the index includes 4()(% industrial stocks (formerly
425), ZOI transportation (formerly 15 ratl), 40 public utihty (formerly 60), and 40
financial

2 Margin credit includes all credit extended to purchase or carry stocks or related
equity instruments and secured at least in part by stock Credit extended 1s end-ot-
month data for member firms of the New York Stock Exchange

In addition to assigning a current loan value to margin stock generally, Regu-
lations T and U permit special loan values for convertible bonds and stock acquired
through exercise of subscription rights

3. ﬁ distribution ot this total by equity class is shown on lines 17-22.

4 Free credit balances are in accounts with no untulfilled commitments to the
brakers and are subject to withdrawal by customers on demand

5 Each customer’s equity m s coltateral (market value ot collateral less net
debit balance) ts expressed as a percentage ot current collateral values

6 Balances that smay be used by customers as the margin deposit required tor
additional purchases Balunces may arise as transters based on loan values of other
collateral 1n the customer's margin account or deposits ot cash (usually sales pro-
ceeds) oceur

7. chulmums G. T, and U ot the Federal Reserve Board of Governors, pre-
seribed m accordance with the Sccurities ixchange Act of 1934, himit the amount
of credit to purchase and carry margin stocks that may be extended on securities
as collateral by preseribing a maxunum loan value, which 1s 4 speaitied pereentage
of the market value of the collateral at the time the eredit s extended Matgin
requirements are the ditference between the market value (100 percent) and the
maximum loan value The term margun stacks™ s deted i the corresponding
regulation
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137 SAVINGS INSTITUTIONS = Sclected Asscts and Liabihitics
Millions of dollais, end of penod
1980 1981
Account 1978 1979
Apr Mav Tune July Auy Sept Oct Nov Dee Jan
Savings and loan assockdtions
1 Assets 523,542 578,962| 590,725| 592,931 | 594,397 596,620 603,295| 609,320 617,773} 623,939| 629,8297] 631,046
2 Mottgages 432,808 | 475,088 | 480,032] 479 9Sa| 481.042{ 828391 487,030 4918951 496,495 4999731 S502.812: | 504,078
3 Cash and mvestment sceunties! AER84 | 46341 SO3T3E S2466 (1 S2408[  S2065) S3.336[ 53438 56,146 57302 §7.5727] 57,383
4 QOther ASB50] 56,9330 603201 60509 60947 616161 62923 63,990 65,132 66 604 09,4451 69,585
5 Liabilities and net worth 523,542 578,962 590,7251 592,931 | 594,397 596,620 603,295] 609,320 617,773 623,939 629,8297| 631,046
6 Savings capital H30.953 | 470,004 | 478 00| 81 411§ 486,680 [ 488896 | 497,403 496,991 500,861 503365 510,959 S12.858
7 Boriowed money 42,9071 88232 ST.25% SS199[ S4.796)F 41,2397 S5.396] SK.418 00,727 62 067 64 4911 62,674
8 FHIBB 31,9901 30441 27241 415291 40613 39RB2[ 41.005( 42,547 44325 45 805] 47,0457 46,585
9 Other 10,917} 14,791 14,5291 13,6701 141837 13579 14,391 15.871 16,402 16 562 17 44671 16,098
10 Loans 1n process 10,721 9,582 7.725 7A85 7.0%1 T2 7540 4,243 8,654 R 853 8,783 8.321
11 Other 9904] 11,506] 14043 1614 12966 14364 16.190] 12,770 14,502 16 433 122277 14,047
12 Net worth? 29057 32,0381 332041 329951 32.924] 32787 32760 32,892 33.029 33221 3,319 33,137
13 Mivo Mortgage toan com-
mutments outstanding’ 18911 16,007 L 14,1951 131931 15368 180200 20.278] 20,3t 19077 17 979 16,1027 15,859
Mutual savings bankst
14 Assets 158,174 163,405| 165,366 | 166,340 166,982 167,959 168,752| 169,409| 170,432 170,126 171,594
Lodns
1S Moitgage 95,157 9RGOK|[ 9945 991631 99,176] 99301 Y9289 99,306 99,523 99.677 99 891
16 Other 7,195 0253 100187 10543 11.048] 11,390 10122 11415 11,382 11,477 11.770
Securities
17 US government® 4,959 7.658 7.548 7.527 7.483 7,796 8,079 8,434 K.622 8.715 8.801
18 State and local government 3,333 2,930 2,791 2727 2,700 2,702 2709 2,728 2,754 2.7% 2379
19 Corporate and other® 30730 37.086] 37.801 246 3K 276] 3K.KOI[ 39.327( W.609 39,720 39 KKK 39.349
20 Casl 3608 3,156 3,408 2,588 3561 3,260 3,456 3153 3,592 77 4.330
21 Other assets 4,131 4412 4588 4547 4.031 4.048 4.770 4,764 4.839 4916 4.983 na
22 Liabilities 158,174 | 163,405| 165,366 166,340 | 166,982 | 167,959 | 168,752 169,409 170,432| 171,126 171,594
pA] l)cg(ml\ (42,700 | 146006 [ 145820 146 637 148,606 149 SRO{ 150,187 151.765 151,998 152,133 153,555
24 Regular? 141, 170] 1440707 143.765] 144,046 146,410 174081 14R018] 149395 149797 1500009] 151,450
25 Ordinary savings TISL6E 61123 54247 S4.069] S0 388| S7.737( SBA91| SK.6S8 57,651 56,256 53955
26 I'ime and othet 093541 82.947| BOSI7| 89.977[ 90 028] 8L,671{ RUK27[ 90.736 92146 93,853 97.494
27 Otha 1,531 1,936 2.086 1.990 2190 2,172 2169 2,370 2,200 2,042 2,108
28 Other liaahities 4508 5,873 7.910 8.161 6H.898 0,964 7.2110 6,299 7,017 7.644 0.605
29 General teseive accounts {07 10825) LHL6291 11542 114781 HL46] 1138 11334 11317 1349 11,374
30 Mivo Mortgage loan com-
mitments outstanding® 4,400 3,182 2,097 1,883 1.898 1,939 1,844 1 883 1.817 1,682 1.476
Lafe msutance companies
3 Assets 389,924 432,282 442,932 447,0201 450858 | 4557591 459.362| 464,483 4680570 473,529 476,190
Securitics
32 Government 20009 0338 20470 20529 20,395 20.736] 20 833 20,853 203,942 21.204 21.453
33 Umnited States” 4822 4 848 5.4159 S 107 4,990 5328 5,186 5.361 5,390 5.568 5.753
34 State and local 0 402 6,428 6,351 6.352 0,349 6.3601 6,421 6,474 6,484 6,568 6.682
35 Foreign!® 785 9,022 9060 9,070 9,050 9.050 9.026 9.018 9,068 9,068 9,018
36 Business 198,105 222,332 222.175] 2235501 224 874 228,645 230477 233,652 236,115 239,150 238,048 nad
37 Bonds 102,587 178371 182,750 1833561 184,329 186,385 187,839 189,580 191,229 191,753} 191 090
38 Stocks 35,516 397971 394251 40200| 40.545] 422000 42.638| 44,000 44 886 47.397 46,958
39 Mortgages 106,167 184211 1235871 124,503 ) 125,455) 1264611 127357 128,089 128977 129,878} 131,145
40 Real estate 1764 13,0071 136961 13981 14,085 14.464| 140841 14,460 14,702 15,183 15.247
41 Poliey loans 30,146 34,825 38,1606 I8.890 39354 9.0649 399251 40,258 40,548 40 878 41,411
42 Other assets 23733 27,503 248381 25500 20,695 26,104 26586} 27,071 26,765 27.236]  28.836
Credit umons
43 Total assets/linbilities and
capital 62,348 65854 65,190) 66,103 68,102| 68,429| 69,553] 70,515 70,702 71,335 71,709 70,754
44 Federal 37601 35,934 35834 36 341 37,355 37,573 38,168 39,219 39,185 39 428 39 801 39,142
45 State 27588 299200 293561 29762 30.547| 308561 31.38S| 31296 31,547 319071 31908 | 31.612
46 I oans outstanding 502081 53125 SO 49469 48172 47.829] 47884 47211 47221 47,2991 47.774 | 47309
47 Federal 27,6871 28,098 27419 265501 25.773| 25.435| 25.401( 25381 25288 252731 25.627 1 25.272
48 Stawe 22,5821 24420 23.225( 22919 22399) 22394 224831 21,830 21,933 22,026 22,147 22,037
49 Savings SYSET) 56,232 563381 571971 S8310] 60.574) 61403} 63,728 63,957 64,304 64,394 63 874
50 Federal (shares) 29 802 35530 30.851 31 40 12,764 334721 313964 35901 36,030 36.183 36 348 35,918
51 State (shares and deposits) 23718 25.702% 254871 25794 20.546( 27002 27439 27767 27,927 28,121t 28.051 27.959

For notes see bottom of page A28
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1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Calendar year
Fiscal Fiscal Fiscal
Type of account or operation year yedr year 976 g 9 G
yp 1974 1979 {980 1979 1980 1980 1981
H2 H1 H2 Nov Dece Jan
us bu(llgel
{ Receiptst . 401,997 465,940 526,050 233,952 270,864 262,152 39,175 48,903 52,214
2 Outlays!2 ., 450,804 493,635 579.613 263,004 289,905 310,972 48,049 56,202 59,099
3 Surplus, or deficit( —) — 48,807 —27,694 — 59,503 —29,052 ~ 19,041 ~48.821 —8.874 -7.299 6,884
4 '[f:ust funds . 12,693 18,335 8,791 9,679 4,383 -2.551 3,049 5,001 -3,434
5 Federal funds? —61,532 — 46,069 —67,752 -138,773 - 23,418 —46,306 —5.825 - 12,960 —-3,451
Off-budget entittes (surplus, or deficnt
6 Federal szuncmg Bank outlays - 10,661 - 13,261 — 14,549 - 5,909 —-7.735 -7,552 — 1,358 - 1,033 - 960
7 Other? . 302 793 303 765 —522 376 466 463 —494
U.S budget plus off-budget, mncluding
Federal Einancing Bank
8 Surplus, or deficit ( }) . - 59,1660 -40,162 — 73,808 - 34,197 —27,208 — 55,998 — 10,698 —7.869 -8,339
Source or financing
9 Borrowing from the public 59,106 33,641 70,515 31,320 24,435 54,764 9,231 13,667 6,772
10 Cash and monetary assets (decrease, or
increase (—)) -3,023 —408 — 355 3,059 - 3,482 -6,730 4,077 — 10,485 2,252
11 Others BN 3,083 6,929 3,648 - 182 6,345 7,964 —2,610 4,686 — 085
Memo:
12 Treasury operating balance (level, end of
pcnodg o 22,444 24,176 20,990 15,924 14,092 12,305 7,226 12,305 13,917
I3 Federal Reserve Banks 16,647 6,489 4,102 4,075 3,199 3,062 2,435 3,062 3,038
14  Tax and loan accounts 5,797 17,687 16,888 11,849 10,893 9,243 4,791 9,243 10,879

1 Effective June 1978, carned mcome credit payments in excess of an mdi-
vidual’s tax liability, formerly treated as income tax retunds, are classitied as outlays
retroactive to January 1976

2 Effecuve Oct [, 1980, the Pension Benetit Guarauty Corporation was te-
classificd from an off-budget agency to an on-budget agency in the Department of
Labor.

3 Half-year figures are calculated as o residual (total surplus/detieit less trust
fund surplus/deficit)

4 Includes Postal Service Fund; Rural Blectrification and ‘Telephone Revolving
Fund, and Rural Telephone Bank

S. Includes U.S Treasury operating cash accounts, spectal drawing rights; gold
tranche drawing rnights, loans to International Monetary Fund, and other cash and
monetary assets.

NOTES TO TABLE | 37

I Holdings of stock of the Federal Home T oan Banks are inctuded in “other
assets

2 Includes net undistributed income, which 15 accrued by most, but not all,
associlations

3 Excludes figures for loans i process, which are shown as a hability

4. The NAMSB reports that, cffective April 1979, balance sheet dafa are not
strictly comparable with previous months Beginning April 1979, data are reported
on a net-of-valuation-reserves basts Prior to that date, data were reported on a
gross-of-valuation-reserves basis

S Beginmng April 1979, includes obligations of U'S  government agencies
Before that date, this item was fncluded in “*Corporate and other ™

6 Tncludes sceunties ot foreign governments and mternational organizations
and, %nor to April 1979, nonguaranteed 1ssues of U § government agencies

7. Excludes checking, club, and school accounts

8. Commitments outstanding (including loans in process) ot banks in New York
State as reported to the Savings Banks Assoctation of the state of New York

9 Direct and guarantced obligations, Lxcludes federal agency issues not guar-
anteed, which are shown in the table under “Business™ sccunues

6 Includes accrued mterest payable to the public, allocations ot special drawmg
rights, deposit tunds, miscellancous hability (including checks outstanding) and
asset accounts, seignorage, increment on gold, net gan/loss for U.S, currency
valuation adjustment, net gam/loss tor IME valuation adjustment; and profit on
the sale of gold

SourcL, “Monthly Treasury Statement of Receipts and Outlays of the U S
Government,” Treasury Bulletin, and the Budget of the United States Government,
Fiscal Year 1981

10 Issues of foreign governments and thetr subdivisions and bonds of the In-
ternational Bank for Reconstruction and Development

No1t Savings and loan avsocations Lstimates by the FHEBB for all assouations
m the Umted States Data are based on monthly reports ot federally msured
associations and annual reports of other associations  Fven when revised, duta for
current and preceding year are subject to further revision

Mutual savings brm!s Estimates of Nattonal Assoaation ot Mutual Savings
Banks for all savings banks in the Umited States

Life imsurance companies Estimates of the Amencan Couneil of Lite Insurance
tor all hfe nsurance compames in the Umted States, Annual figures are annual-
statement assct valucs, with bonds carried on an amortized basis and stocks at
year-end market value  Adjustments for iterest due and accrued and tor differ-
ences between mdrket and book values are not made on cach item scparately but
are included, i total, in “other assets ™

Credit untons Estimates by the National Credit Umon Administration for a
group of tederal and state-chartered credit unions that account tor about 30 percent
of credit umon assets Figures are preliminary and revised annually to incorporate
recent benchmark data
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Milions ot dollais
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A29

Calendar yeat
Fiseal I iseal Fiseal
Souice o1 type yed yeat yedr 1979 1980 1980 1981
1978 1979 1980
112 H1 12 Nov Dec Jan
Ricumees
1 All sources! 401,997 465,955 520,050 233,952 270,864 262,152 9,175 48,903 52,214
2 Individual income taxes, net (80,988 217 841 244,069 115,488 119,988 131.962 20.851 23,725 30,964
3 Withheld 165,215 195,295 223,763 105,764 110,394 120,924 20,379 22,844 20,896
4 Presidential 1lection Campaign Fund 1Y 36 39 3 34 4 1 0 1
5 Nonwithheld 47 804 56,215 63,746 12,355 49,707 14,592 673 1,150 10,12)
6 Retunds! 32070 33,708 43,479 2,634 40,147 3,559 201 269 54
Corporation income taxes
7 Gross iecerpts 05.380 71,448 72,380 29,169 43,434 28,579 1,774 10,155 2.826
8  Rehunds 5428 5.771 7,780 3,300 4,064 4,518 771 08 667
9 Social insurance taxes and contributions,
net 123 410 141,591 160,747 71,03} 86,597 77,262 13242 14,078 14,363
10 Payroll employment tages and
contributions? 99,626 115,041 133,042 00,562 69,077 66831 11,189 10,268 12,533
11 Selt-employment taxes and
contributions? 1.267 5,034 8,723 417 5,538 188 0 0 420
12 Uncmployment wnsutanee 13.850 15,387 13336 6,899 8,690 6,742 1.499 224 773
13 Other net receipts? S.068 6,130 6,640 3149 3,294 3502 554 SHO 631
14 Lxcise taxes 18,376 18,745 24,329 9,675 11,383 15,332 2,080 2,391 2,523
15 Customs deposits 6,573 7,439 7,174 3,741 1,443 3717 546 632 635
16 Estate and gitt taxes 5,288 5411 6,389 2.900 1,091 3,499 543 517 535
17 Miscellancous tecerpts’ 7413 9,252 12.741 3,254 0,993 [RIL 909 1,174 1,038
Ouirays
18 All types! 450.804 493,635 579,613 263,004 289,905 310,972 48,049 56,202 59,099
19 Nanonal defense 105,186 117,681 135 856 62,002 69,132 72457 11,812 12,605 12,682
20 International attans 5,922 6,09) 10,733 4,617 4,602 5,430 674 1,249 196
21 General seience, space, and technology 4.742 5,041 5,722 3.299 3,150 3,208 549 618 44()
22 I nergy 5,861 0,850 0,313 3,281 1,126 3,997 627 845 915
23 Natutal resources and environment 10,925 12,091 13.812 7.350 6,668 7,722 1,086 1,325 1,134
24 Agticulture 7,731 6,278 4762 1,709 3,107 1,892 878 1,358 2,984
25 Commerce and housing credit 1,324 2565 7.782 3,002 3878 3.16% 157 1.051 98K
26 ‘fransportation 15,445 17.459 20,120 10,298 9,582 11,547 1L.808 1.870 3.810
27 Commumty and regronal development 11,039 9 482 10,068 4 855 5.302 5,370 847 872 867
28 Lducation, trammg, employment, social
Services 26,463 29.685 30,767 14.579 16,680 15,221 2223 2,401 3,029
29 Heahth 13,676 49 614 SRH6S 26,492 29,299 3,261 4891 5716 S5
30 Income sceurity!.o 146,180 160,159 193,100 85,967 94,605 107,912 17.216 (8,944 19,299
3t Veterans benetits and services 18,974 19,928 21,183 10,113 9,758 11,731 719 3,032 1,923
32 Admuinistration ot justice 3.802 EREX 4,570 2,174 2.291 2.299 48 382 ELE!
33 General government 3737 4,153 4,505 2,103 2,422 2,432 356 464 356
34 General-purpose tiscal assistance 9.601 8372 3,584 4,280 3,940 4191 210 26 1,293
35 Intesest? 13,966 52,556 64,504 29,045 32,658 35,909 5,338 10,308 3.822
36 Undsstributed oftsetung receipts/# 15,772 - 18,489 - 21,933 12,164 10,387 14,769 1.28% - 7,400 - 732

I Isttective June 1978 carned meome credit payments m excess ot an mdividual’s
tax Labihity, tormerly treated as mcome tax retunds, are dassibied as outlays ret-
roactive to January 1976

2 Old-age, disabihity, and hospital msurance and radioad 1etnement accounts

3 Old-age, disability, and hospital iswance

4 Supplementary medical msurance premuums, federal employee retinement con-
tributions, and Civil Service retnement and disability tund

5 Deposits of carnings by Tederal Reserve Banks and other miscellancous ie-
ceipts

6 Ltfective Oct 1, 1980, the Pension Benelit Guaranty Corpuiation was re-

classttied from an ofi-budget agency 1o an on-budget agency m the Department ot
1 abor

7 Ftective September 1976, “Interest™ and “Undistributed offsetung receipts”
tetlect the accountung convarsion from an acerual basts to a cash basis for the
interest on spectal psues tor U S government accounts

8 Consists of interest 1eceived by trust tunds, tents and rwoyalties on the Outer
Connnental Shelt, and U S government contnibutions tor employee tetirement

SoUrct  “Monthly Treasury Statement ot Receipts and Qutlays ot the U S
Government” and the Budger of the U8 Government, Focal Year (98¢
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1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars

1978 1979 1980
Item
Dec 31 Mar 31 | Junc 30 | Sept 30 | Dec 31 | Mar. 31 | Junec 30 | Sept 30 | Dec 31
1 Federal debt outstanding 791.7 804.6 812.2 833.8 852.2 870.4 884.4 914.3 936.7
2 Public debt sccunities 789.2 796 8 84,9 826 5 845 1 /635 83776 w77 930 2
3 Held by public 619 2 6305 626 4 038 8 658 0 677 1 682 7 7100 7377
4 Held by agencies 170 0 166 3 178 § 187 7 187 1 186 3 194 9 1977 192.5
5 Agency sccurities 8S 78 73 7.2 71 70 68 66 65
6 eld by public . .. 70 63 549 58 56 55 5.3 S 5.0
7 Held by agencies 15 LS 15 LS 15 15 15 15 LS
8 Debt subject to statutory limit 790.3 797.9 806.0 827.6 846.2 864.5 878.7 908.7 931.2
9 Public debt securitics 88 6 796.2 R04.3 8259 844 5 862 8 8776 907.1 929 6
10 Other debt! 17 17 17 17 17 17 17 1.6 16
11 Mimo Statutory debt bmit TYR O 798 0 8300 8300 879 0 8790 w250 9250 935.4
{ Includes guaraniced debt of government agencics, specified participation cer- NorL. Data from Treasury Bulletin (U S Treasury Department),
uficates, notes to wternational lending organizations, and Distnet of Columbia
stadium bonds.
1.41 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership
Biltions of dollars, end of period
1980 1981
Type and holder 1976 1977 1978 1979
Oct Nov Dee. Jan, Feb,
1 Total gross public debt 653.5 718.9 789.0+ 845.0¢ 908.2 913.8 930.2 934.1 950.5
By type
2 Interest-bearing debt 652 5 7152 7824 844 0 X6 9 909 4 928 9 929 8§ 946 5
3 Marketable 4211 4599 487 5 5307 599 4 605 4 6232 628 5 642.9
4  Bills 164 0 1611 161 7 1726 2023 208 7 2161 2204 229.0
5 Notes 2167 2518 265 8 283 4 319 311 321.6 3212 3245
6 Bonds ... 40 6 470 60 0 747 852 855 854 869 89.4
7 Nonmarketabic ! .. 2312 2553 294 § 3132 307.5 304 0 3087 3013 3035
&  Convertible bonds ? 23 22 22 22 . .. .
9 State and local government sciies 45 139 243 246 23.9 240 238 237 236
10 Forewgn 1ssues 3 223 222 296 28 8 248 245 24,0 238 240
11 Government 20.8" 2t 280 236 18.4 181 176 17.5 175
12 Public . 15r 12 16 5.3 64 64 64 64 64
13 Savings bonds and notes 723 7740 K09 49 730 728 728 714 ne
14 Government account scries - 1297 1398 1575 1775 185 7 182 4 185 1 1822 185.0
15 Non-interest-bearing debt 11 37 68 12 12r 4.4 13 42 40
By holder *
16 UVS government agencies and trust funds . 147 1 154 8 1700 187 1 193.4 189 7 1925 4 4
17 Federal Reserve Banks 97 102 Re 110 67 11735 121.5 120 4 1213
18 Private investors 4095 461 3 508 6 540 5 593.3 603 2 6164
19 Commercial banks M8 101 4 94 77 970 103.4 101 8 1047
20 Mutual savings banks 59 5.9 5.0 42r S35 5.6 S8
2% Insurance companies 127 155 149 14 4 153 154 152
22 Other companies 277 227 20 57 239 253 24.8 24 6 na na
23 State and local governments 416 54 8 70 1r 68 2r 731 746 747
Individuals
24 Savings bonds 720 767 807 799 73.0 725 725
25 Other securities . .. 28.8 286 i 342 49.9 52\ 567
26 Foreign and mternational 6 781 109 6 137 8 123 8 127 77 1326 134 3
27 Other miseellaneous mvestors 7 389 45 9r 82 94 8- 120.17 123 4 1279 ¥ 1

1 Includes (not shown separately). Securnities issucd to the Rural Electrification
Admunistration, depository bonds. retirement plan bonds, and individual retire-
ment bonds

2 These nonmarketable bonds, also known as Investment Senies B Bonds, may
be exchanged (or converted) at the owner's option for 1%2 percent, S-year mar-
ketable Treasury notes Convertible bonds that have been so exchanged are re-
moved from this category and recorded in the notes category (line 5)

3. Nonmarketable dollar-denommated and foreign currency-denominated series
held by foreigners

4 Held almost entirely by U S government 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 Consists of investments ot toreign balances and international accounts in the
United States Beginning with July 1974, the figures exclude non-interest-bearimg,
notes issued to the International Monetary Fund

7 Includes savings and loan associations, nonprofit nstitutions, corporate pen-
sion trust funds, dealers and brokers, certain government deposit accounts, and
government sponsored agencies,

Noit, Gross public debt excludes guaranteed ageney sccunties and, beginning
n July 1974, includes Federal Financing Bank security ssues

Data by type of sccunity from Monthiv Statement of the Publc Debt of the United
States (U'S Jl"rcasury Department), data by holder trom Treasury Bulletm



1.42 U.S. GOVERNMENT MARKETABLE SECURITIES

Par value, millons of dollars, end of period

Federal Finance A31

Ownership, by maturity

1980 1980
Type of holder 1978 1979 1978 1979
Nov. Dec Nov Dec

All maturities 1 to S years
1 Allholders . 487,546 530,731 605,381 623,186 162,886 164,198 191,614 197,409
2 U.S. government agencies and trust funds 12,695 11,047 9,569 9,564 3,310 2,555 1,990 1,990
3 Federal Rescrve Banks 109,616 117,458 120,447 121,328 31,283 28,469 35,190 35,835
4 Private investors . . . 365,235 402,226 475,365 492,294 128,293 133,173 154,434 159,585
5 Commercal banks . 68,890 69,076 75,691 77,868 18,390 38,346 43,659 44 482
6  Mutual savings banks 1,499 3,204 3,803 3,917 1,918 1,668 1,912 1,925
7  Insurance companics 11,635 11,496 12,095 11,930 4,664 4,518 4,693 4,504
8  Nonfinancial corporations 8,272 8,433 7,880 7.758 3,635 2,844 2,705 2,213
9 Savings and loan associations 3,835 3,209 4,061 4,225 2,255 1,763 2,147 2,289
10 State and local governments R 18,815 15,735 21,203 21,058 3,997 3,487 5.286 4,595
11 Allothers 250,288 291,072 350,633 365,539 73,433 80,546 94,032 99,577

Total, within | year 5 to 10 years
12 Allholders . 228,516 255,252 288,481 297,385 50,400 50,440 52,893 56,037
13 US government agencies and trust funds 1,488 1,629 834 830 1,989 871 1,404 1,404
14 Federal Reserve Banks 52,801 63,219 56,660 56,858 14,809 12,977 13,468 13,458
15 Private investors .. 174,227 190,403 230,987 239,697 33,601 36,592 38,021 41,175
16  Commercial banks ., 20,608 20,171 23,614 25,197 7,490 8,086 5,915 5,793
17 Mutual savings banks 817 836 1,172 1,246 496 459 437 455
18  Insurance compames 1,838 2,016 1,949 1,940 2,899 2,815 3,000 3,037
19 Nonfinancial corporativus 4,048 4,933 3,916 4,281 369 308 382 357
20 Savings and loan associations 1,414 1,301 1,769 1,646 89 69 75 216
21  State and local governments 8,194 5,607 7,218 7,750 1,588 1,540 1,999 2,030
22 Allothers 137,309 155,539 191,350 197,636 20,671 23,314 26.212 29,287

Bulls, within | year 10 to 20 years
23 All holders 161,747 172,644 208,721 216,104 19,800 27,588 36,893 36,854
24 U.S government agencies and trust funds 2 0 * 1 3.876 4,520 3,686 3,686
25 Federal Reserve Banks 42,397 45,337 44,057 43,971 2,088 3,272 5,941 5919
26 Private investors 119,348 127,306 164,663 172,132 13,836 19,796 27,266 27,250
27  Commercial banks 5,707 5,938 8,651 9 856 956 993 1,122 1,071
28 Mutual savings banks 150 262 337 394 143 127 181 181
29 Insurance companies 753 473 549 672 1,460 1,305 1,744 1,718
30 Nonfinancial corporations 12 2,793 1,812 2,363 86 218 428 431
31 Savings and loan associations 262 219 822 818 60 58 57 52
32 State and local governments 5,524 3,100 5,126 5,413 1,420 1,762 3,651 3,597
33 Allothers . 105,161 114,522 147,366 152,616 9,711 15,332 20,083 20,200

Other, within | year Over 20 years
34 Allholders 66,769 82,608 79,760 81,281 25,944 33,254 35,500 35,500
35 U.S, government agencies and trust funds 1,487 1,629 834 829 1,031 1,472 1,656 1,656
36 Federal Reserve Banks 10,404 17,882 12,602 12,888 8,635 9,520 9,188 9,258
37 Prwvate investors ..., 54,879 63,097 66,324 67,565 15,278 22,262 24,657 24,587
38 Commercial banks 14,901 14,233 14,963 15,341 1,446 1,470 1,382 1,325
39 Mutual savings banks 667 574 834 852 126 113 100 110
40 Insurance companies .. 1,084 1,543 1,401 1,268 774 842 708 730
41 Nonfinancial corporations 2,256 2,140 2,104 1918 135 130 449 476
42 Savings and loan associations 1,152 1,081 947 828 17 19 13 21
43 Statc and local governments 2,670 2,508 2,091 2337 3616 3,339 3,049 3,086
44 Allothers . 32,149 41,017 43,984 45.020 9,164 16,340 18,956 18,838

Nore. Direct public issues only Based on Treasury Survey of Ownership from
Treasury Bulletin (U S Treasury Department)

Datacomplete for U § government agencies and trust funds and Federal Reserve
Banks, but data for other groups include only holdings of those institutions that
report. The following figures show, for cach category, the number and rrogortmn
reporting as of Dec, 31, 1980+ (1) 5,354 commercia anks,

460 mutual savings banks, and 723 surance companies, each about 80 percent,
(2) 413 nonfinancial corporations and 478 savings and loan associations, cach about
50 percent, and (3) 491 state and local governments, about 40 percent

“All others,” a residual, includes holdings of all those not reporting n the
Treasury Survey, including investor groups not histed separately
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1.43 U.S. GOVERNMENT SECURITIES DEALERS Transactions

Pat value, averages of daily figures, i millions ot dollars

1980 1980, week ending Wednesday
Item 1977 1978 1979
Oct Nov Dec Oct 22 | Oct 29 | Nov 5 { Nov 12 | Nov 19 | Nov 26
—
1 U.S. government securities 10,838 10,285 13,183 17,4641 21,716 21,576 16,068 16,823 18,541 25,386 22,277 20,769
By maturity
Blls . L 6,746 6,173 7,915 11,543 13,768 13.840 11,155 10,515 13,100 14,207 14,343 13,520
3 Other within | year 237 392 454 350 442 464 430 373 332 302 636 432
4 1-5 years . 2,320 1.889 2417 2,745 3.699 3,461 2,256 3.339 2,541 4,691 3,494 3,942
§ 5-10 years - 1,148 965 1,121 1,060 1,640 1,806 798 98 96() 3,189 1,594 943
6 Over 1) years A 388 867 1,276 1,766 2,167 2,005 1,428 1,608 1,608 2997 2211 1,933
By type of customer
7 US government securitics
dealers e 1.268 1,135 1,448 1,296 1,745 1,807 992 1.066 1,669 1,640 1.687 2,096
8 US government secuntics
brokers 3,709 3,838 5,170 7.664 9,536 8,382 7,298 7.998 8,043 11,513 9,773 8,872
9 Commercial banks 2,294 1,804 1,904 2,019 2,366 2,661 1,708 1,969 2,158 2,807 2,547 2,007
10 All others! 3.567 3,508 4,660 6,485 8,069 8,726 6.070 5.790 6,671 9.427 8.271 7.795
11 Federal agency securities 1,729 1,894 2,723 3,277 3,074 2,789 2,947 3,194 3,140 3,141 3,656 2,751

1 Includes, among others, all other dealers and brokers 1n commoditics and
secunties, foreign banking agencies, and the Federal Reserve System

Not

Averages for transactions are based on number of trading days mn the
period.,

Transactions arc market purchases and sales ot U S government sccurities deal-
ers reporting to the bederal Reserve Bank of New York. The tigures exclude
allotments of, and exchanges tor, new U.S. government sccuntics, redemptions
of called or matured sceuritics, or purchases or sales ot securities under repurchase,
reverse repurchase (1esale), or similar contracts

1.44 U.S. GOVERNMENT SECURITIES DEALERS Positions and Sources of Financing

Par value; averages of daily figures, in mihons of dollars

1980 1980, week ending Wednesday
Item 1977 1978 1979
Oct Nov. Dec Sept 24 | Oct | Oct & | Oct 15 ] Oct 22 | Oct 29
Positions!
1 U.S. government securities 5,172 2,656 3,223 2,701 3,279 4,042 2,921 2,164 2,018 2,984 2,517 3,299
2 Bills | . . 4,772 2,452 3813 2,557 3132 4,081 3,184 2,683 2,126 2.818 2,569 2,560
3 Other within 1 year 99 260 -1325 - 1,082 -792 —1394 ] ~1,788 1 —1.425 -1,369 -1,502 —995 -712
4 1-5 years . 60 -92 --455 755 -123 —-43 970 908 1.097 853 229 970
5 5-10 years . 92 40 160 —221 -13 104 —69 —~1359 — 155 - 69 — 187 - 342
6 Over 10 ycars P 149 -4 30 a9 1078 1.294 624 356 318 8R4 912 818
7 Federal agency securities 693 606 1,471 979 357 643 435 486 858 947 1,188 1,066
Financing?
Reverse repurchase agreement?
8  Overnight and continuing 71,239 7.382 8,285 7.061 6,731 7.009 7.106
9 Term agreements 23,088 22,883 21,188 23,322 23,118 23,610 24.203
Repurchase agreements? na. nda n.a nd na
10 vernight and contmuing MK EA] 19.899 23,391 20,543 20,783 22,376 22,080
11 Term agreements 19,699 19,537 17,550 20 467 19,280 20,791 20,408

1 Net amounts (in terms of par values) ot securities owned by nonbank dealer
firms and dealer departments ug’colmncrcm] banks on a commtment, that s, trade-
date basis, including any such securities that have been sold under agreements to
repurchase The maturitics of some repurchase agreements are sufticiendy long,
however, to suggest that the secunties involved are not available tor trading pur-
poses  Sccurities owned, and hence dealer posttions, do not include sceurities
purchased under agreement to resell

2 Fgures cover hnaneing mvolving U S goverament and federal agency seeu-
nties, negatiable CDs, bankers acceptances, and commercial paper

3 Includes all reverse agreements, including those that have been arranged to
make delivery on sales and those for which the securities obtained have been used
as collateral on borrowmgs

4 Includes bath rcpurchdsc dgreetnents undertaken to tmance positions and
‘matched book™ repurchase agreements

Noit Data tor positions are averages of daily figures, based on the number ot
trading days i the period  Data tor tinancing are based only on Wednesday tigures
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1.45 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt outstanding

Mullions of dollars, end of perod

A33

1980
Agency 1976 1977 1978
July Aug Scpt Oct Nov Dec
I Federal and federally sponsored agencies! 103,848 112,472 137,063 180,119 179,545 182,713 188,076 188,743 193,229
2 Federal agencies 22.419 22.760 23,488 26810 26,930 27,618 27.797 27.941 28,600
3 Defense Department? 1,113 983 968 661 651 641 636 631 610
4 YLxport-Import Bank? ! 8,574 8.671 8,711 10,248 10,232 10,728 10,715 10,696 11,250
S Federal Housing Adnunistration® 575 581 588 516 508 495 4911 486 477
6 Government National Mortgage Association
pariicipation eerficatest 4,120 3,743 3148 2,842 2,842 2,842 2,842 2,842 2817
7 Postal Service? 2,998 2431 2,364 1,770 1.770 1,776 1,770 1,770 1,770
8  lennessee Valley Authonty 4,935 6,015 7,460 10.300 10,445 10,660 10,835 11,010 11,190
9 Unted States Ralway Assoaation’ 104 36 356 473 482 48 509 506 492
10 Federally sponsored agencies! 81,429 89,712 113,575 153,309 152,615 155,095 160,279 160,802 164,623
11 Federal Ilnmu Loan Banks 16,811 18,3145 27,563 36.039 35.690 36,710 38,819 39,380 41,258
12 Federal Home I oan Mottgage Corporation 1,690 1,686 2,262 2,634 2,634 2,537 2,537 2,537 2,536
13 Federal National Mortgage Xssocmtion 30,565 31,890 41,080 52.114 52,001 52,382 53.489 53,643 55,1858
14 Federal Land Banks . 17,127 19118 20,360 12.765 12,765 12,765 12,365 12,365 12,365
15 Federal Intermediate Credit Banks 10,494 11.174 11,469 1.821 1,821 1.821 1.821 1.821 182!
16 Banks for Cooperatives 4 330 4434 4 843 584 R4 S84 584 S84 584
17 Farm Credit Banks! 2.548 S.081 45,111 44 824 45950 47 888 48,021 48,153
I8 Student Loan Marketing Assoctation$ 410 518 915 2.240 2,295 2,345 2375 2,450 2,720
19 Other 2 2 2 i 1 1 t 1 1
Mi vo
20 Federal Financing Bank debt”® 28,711 38,580 51,298 78,870 80,024 82,559 83,903 85,440 87,460
Lending to federal and federally sponsored agencies
21 Export-Import Bank? . 5,208 5834 6,898 9,558 9,558 10,067 10,067 10,067 10,654
22 Postal Service? 2.748 2,181 2,114 1,520 1,520 1,520 1.520 1,520 1,520
23 Student Loan Marketing Association® 410 515 915 2,240 2,295 2,345 2,378 2,450 2,720
24 Tennessee Valley Authonty 3,110 4,190 5,635 8,575 8.720 8935 9,110 9,285 9,465
25 Unted States Railway Association? 104 336 356 473 482 482 509 506 492
Other Lendimg!
26 Farmers Home Admimistiation 10,750 16,095 23,825 36,715 37,403 37,961 38,406 39,431 39,431
27 Rural Electnfication Admimistiatior 1,415 2,647 4.604 8,084 8.233 8,425 8.646 4,760 9,196
28 Other . 4.966 6,782 6,951 11,705 11,813 12,824 13.210 11,421 13,982

1 In September 1977 the Farm Ciedit Banks sssued their fiist consolidated bonds,
and n January 1979 they began isuing these bonds on a regular basis to replace
the finanang actvities of the Federal [ and Banks, the Federal Intermediate Credit
Banks, and the Banks for Cooperatives Line 17 represents those consolidated
bonds outstanding, as well as any discount notes that have been issued  Lines |
and 10 reflect the addition ot this item

2_Consists of mortgages assumed by the Detense Department between 1957 and
1963 under tamily housing and homeowngcrs assistanee programs

3 Includes participation certiticates reclassitied as debt begmmng Oct 1, 1976

4 Oft-budget Aug 17, 1974, through Sept 30, 1976, on-budget thercafter

S, Consists of debentures ssued i payment ot Federal Housing Administration
msurance claims  Once issued, these securities may be sold pnvately on the se-
cunties market

6 Certificates of participation ssued prior to tiscal 1969 by the Government
National Mortgage Association dacting as trustee for the Farmers Home Admm-
istration, Department of Health, T ducation, and Welfare, Department

of Housng and Urban Development, Small Business Admmistiation, and the
Veterans Admunistration

7 Off-budget

8 Unhke other tederally sponsored agences. the Student Loan Marketing As
soctation may borrow from the Federal Financing Bank (FE) since its obligations
are guaranteed by the Department ot Health, | ducavnon, and Weltare

9 The FFB, which began operations in 1974, 1s authorized to purchase ot sell
oblhigations 1ssued, sold, or guarantced by other tederal agencies Since FEB mcurs
debt solely tor the purpose of lending to ather agencies, ity debt s not meluded
1 the main portion of the table in order to avaid double counting

10 Includes FFB purchases ot agency assets and puatanteed loans, the latter
contain loans guaranteed by numerous agencies with the guarantees of any partic-
ular agency being generally small The Farmers Home Administiation iteny consists
cexclusively ot agency assets, while the Rural Flectnfication Admpustration entry
contams both agency assets and guaranteed loans
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1.46 NEW SECURITY ISSUES of State and Local Governments

Millions of doltats

Lype of 1ssue or issuct 1980
pe C Or Issuct, .
o1 Use 1977 1978 1979
June July Aug Sept Oct Nov
1 All issues, new and refunding! 46,769 48,607 43,490 6,063 4,907 3,809 4,258 4,425 2,806
Type of 1ssue
2 General obligation 18.042 17854 12 19 1.924 1,396 804 1,344 988 705
3 Revenue 28,655 0,058 31 256 4,130 3.500 2.995 2,902 3,418 2,040
4 Housing Assistance Adnumistration?
S US government loans 72 us 125 3 S 10 9 19 i1
Type of issuer
6 State . .. 0,354 6H.632 4314 897 185 304 04) 195 s
7 Speaial district and statutory authority 21,717 24,156 0434 3440 1157 212 2,003 2547 1.569
8 Municipahties, counties, townships, schaol districts 18.023 17.718 15617 1.724 1 588 1.003 1 666 a2
9 Issues for new capital, total 36,189 37,629 41,505 5,986 4,539 3,783 3,639 4,265 2,599
Use of procecds
10 Education 5076 5003 S0 753 63l 266 422 767 A2
11 Transportation 2,951 3460 2 441 344 151 95 425 279 255
12 Utshities and conservation 8119 9126 K594 625 1200 1176 716 764 67
13 Social weltare | 8.274 10,494 15,968 3.007 1,695 1424 1,198 1.098 1,023
14 Industrial ard 4670 3520 1.830 367 188 341 33 RRI 369
15 Other purposes 7093 6,120 5.530 930 al4 481 547 #29 81
1 Par amounts ot long-term 1ssucs based on date of sale Sourct Public Secunities Association
2. Only bonds sold ]purs\mm to the 1949 Houung Act. which e seeued by
contract requinng the Houung Assistance Admunistration to mahe annual contri-
butions to the local authority
1.47 NEW SECURITY ISSUES of Cotporations
Millions of dollars
[ype ot 1ssuc or wsuer 1ok
pe : SsLer, :
or tse 1977 1978 1979
May June July Al Sept Oct Nov
1 Allissuest 53,792 47,230 51,464 9,067 9,511 7,941 5371 4,922 5,728 3,827
2 Bonds 42,015 36,872 40,139 7,335 8,148 6,567 4,147 2,813 3,275 2,055
lype of offermg
3 Public 24,072 19 818 25814 OK10 7.548 S 354 1843 2421 2756 1,405
4 Private placement 17,943 17.057 14,325 528 000 1213 04 192 519 o054
Indwstry group
5 Manufacturng 12.204 9.572 9,667 2400 2318 2.851 1499 S09 G614 88
6 Commercial and miscellancous 6.234 5.246 1941 360 1.629 999 203 157 312 432
7 Transportation 1.996 2.007 3002 304 EL3 329 138 401 236 80
8 Public utily 8,262 7.092 8.118 723 1412 36 971 555 754 565
9 Communication . 3.063 3.373 4219 1171 200 787 S80) S17 791 163
10 Real estate and tinancial 10,258 9S8O 11,095 2116 2195 1284 556 472 S68 722
11 Stocks 11,777 10,358 11,325 1,732 1,363 1,374 1,224 2,109 2,453 1,772
Type
12 Preferred 3916 2.832 3,574 202 382 360 101 392 S3s 256
13 Common 7.861 7 526 7.751 1.530 98| L o4 1123 1717 LOIR 1.516
Industry group
14 Manutacturing 1,189 1.24t 1.679 215 127 165 293 502 848 418
15 Commeraal and miscellancous 1.834 1.816 2623 512 202 390 238 569 121 509
16 Transportation 456 263 254 27 9 32 sS4 117 53
17 Public utility 5.865 S.140 5171 015 494 74 403 013 520 227
18 Communication 1.379 264 303 25 126 46 6 67 13
19 Real estate and imancial 1.049 1.611 1.293 138 406 104 152 45 574 452

1 Figures, which represent gross proceeds of issues matuting in mote than one
year, sold tor cash in the Umited States, are prineipal amount or number ot umts
multiplied by oftering price bxcludes otterings of less than $100.000, secondary
ofterings. undetined or exempted wsues as detined mothe Seeunities Act ot

1933, employee stock plans, mvestment companies othe
corporate transactions, and sakes to toregners

Sovret Secunbies and T xchange Commssion

than ctosed-end

mtra-



1.48 OPEN-END INVESTMENT COMPANIES

Miltions of doilars

Corporate Finance A35

Net Sales and Asset Position

1980 1981
Item 1979 1980
June July Aug. Sept. Oct. Nov. Dec. Jan.
RS
INVESTMENT COMPANIES! o i

1 Salesofownshares? ........................... 7.495{ 15.266" 1,772 1,890 1,507 1,405 1,523 1,289 1,247 1,675
2 Redemptions of own shares® .................... 83931 12,012 775 863 1,019 1,228 1.362 1,086 1,720 1,193
3 Netsales ......oooveniiniiiiiiiiiiia i -~ 898 3.254 997 1.027 488 177 161 203 —478" 482
4 ASSEIS? L. 49277} 58,400 52,946 54,406 54,941 55,779 56,156 60,3291 58,400 56,160
5 Cash position’ 983 5.321 6,495 5,629 5,619 5,481 5,460 5,467 5,321 4,636
6 L1+ 3 » 53.0719 46,451 487771 49322 50,298 50,696 | 548621 53,079 51,524

%. Fxglvﬂding money market funds.

5. Also includes all U.S. government securities and other short-term debt se-

. Inc reinvestment of in dividends. Excludes reinvestment curities.
of capital gains' distributions and share issue of conversions from one fund to

another in the same group.

3. Excludes share redemption resulting from’ conversions from one fund to an-

other in the same group.

4. Market value at end of period, less current liabilities.

NoTE. Investment. Company Institute data based on reports of members, which
comprise substantially all open-end investment companies registered with the Se-
curities and Exchange Commission. Data reflect newly formed companies after
their initial offering of securities.

1.49 CORPORATE PROFITS AND THEIR DISTRIBUTION
Billions of dollars; quarterly data are at seasonally adjusted annual rates:

1979 1980
Account 1977 1978 1979
Q1 Q2 Q3 Q4 Q1 Q2 Q3
1 Profitsheforetax .............ocoevevinninn... 192.6 2233 2554 "253.1 250.9 262.0 255.4 277.1 217.9 231.6
2 Profitstax fiability ....................oolL 72.6 83.0 87.6 88.5 86.4 88.4 87.2 94.2 7.5 78.5
3 Profitsaftertax ..., 120.0 140.3 167.7 164.6 164.5 173.6 168.2 182.9 146.4 159.1
4 Dividends ... 38.7 43.1 48.6 41.5 48.3 48.6 50.1 524 54.2 55.1
5 Undistributed profits ........................ 81.3 97.2 119.1 117.1 116.2 125.0 118.1 130.5 2 104.0
6 Capital consumption allowances ................. 110.4 122.9 139.5 131.9 137.2 142.6 146.4 151.7 155.4 160.5
7 Netcashflow .............oooiiiiiiiinin, ., 191.7 220.1 258.6 249.0 2534 267.6 264.5 282.2 247.6 264.5

SOURCE. Survey of Current Business (U.S. Department of Commerce).
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1.50 NONFINANCIAL CORPORATIONS Current Assets and Liabilitics

Billions of dollars, except for ratio

1979 1980
Account 1975 1976 1977 1978
Q2 Q3 Q4 Q1 Q2 Q3
1 Current assety 759.0 826.8 902.1 1,030.0 1,108.2 1,169.5 1,200.9 1,235.2 1,233.8 1,255.8
2 Cash . . 821 882 95 8 104 5 100 1 1037 116 1 1102 115 113.2
3 U.S. government securities 190 234 176 16.3 18.6 15.8 15.6 15.1 13.8 16 3
4 Notes and accounts receivable 2721 202.8 3247 3838 421 1 453 0 456 8 4712 464 2 479.2
S Inventone 3159 424 3748 4269 465 2 489 4 5017 5195 5257 525.1
6 Other .. 99 801 892 98 5 1032 1077 1108 1193 1187 1220
7 Current liabilities 451.6 494.7 549.4 665.5 724.7 771.8 809.1 838.3 828.1 852.1
8 Notes and accounts payable 264.2 2819 3132 37137 406 4 438 8 456 3 4679 4603 1 4773
9 Other . 187 4 2128 2362 2917 3183 3390 3528 370 4 3649 374.8
10 Net working capital 307.4 332.2 3527 364.6 383.5 391.7 391.8 397.0 405.7 403.7
11 Memo® Current ratio ! 1 681 t 672 1642 1.548 1529 1504 1 484 1.474 1 490 1474
1 Ratiwo of total current assets to total current habilities All data n this table reflect the most curtent benchmarks Complete data are
available upon request from the Flow of Funds Section, Division of Research and
NoTL For a description of this senes, see “Working Capital of Nonfiancial Statistics
Corporattons” mn the July 1978 BuLit 11N, pp 533-37.
Sourct  Federal Trade Commussion
1.51 TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment
Billions of dollars, quarterly data arc at scasonally adjusted annual 1ates.
1979 1980 1981
Industry 1979 19802
03 Q4 Ql Q2 Q3 Q42 Q12 Q22
1 Total nonfarm business 270.46 294.30 27315 284,30 291.89 294,36 296.23 294.95 310.59 323.84
Manufacturin
2 Durable goods industries 5107 5825 5213 5503 58 28 59 38 S8 19 5742 60.23 65 36
3 Nondurable goods mdustries . 47 61 56.65 4797 5155 53.49 56,32 58.21 57.96 62.46 65 21
Nonmanufacturing
4 Mining . . 138 13 50 1140 11 86 11.89 12 81 13 86 1525 16.07 18.02
Transportation
5 Railroad 403 417 413 424 4.46 406 3,98 422 362 407
6 Air 401 397 395 4.55 3.90 4,27 4,06 359 404 341
7 Other . 431 3g4 460 4 41 41 376 418 344 3.83 4,13
Public utilitics
8 Electrie .. 27 65 27 44 287t 27 16 28.98 2791 28 14 25.05 27.99 27.93
9 Gas and other 6.1 718 635 692 728 712 744 690 879 829
10 Trade and services 79 26 82 28 78 86 82 69 8217 81 07 8119 84 87 84.09 87.43
11 Communication and other! . 34 83 3702 3505 3590 3734 37.66 36 97 36 26 3948 40.01
1 “Other” consists of construction, social services and membership organization; 2 Anticipated by business,

and forestry, fisheries, and agricultural services
Sourct  Survey of Current Business (U S Dept ot Commercc)



1.52 DOMESTIC FINANCE COMPANIES Asscts and Liabilitics

Billions of dollars, end of period

Corporate Finance

A37

1980)
Account 1974 1975 1976 1977 1978 1979
Qf Q2 Q3 Q4
ASSITS
Accounts recetvable, gross
I Consumer 361 36 0 386 44 0 52,6 657 677 702 77 73.6
2 Business . 17.2 3913 447 532 633 703 706 703 66.9 723
3 Total . . 733 753 814 99,2 116 0 1360 138 4 140 4 138 6 1459
4 Liss, Reserves tor uncared mecome and losses 90 94 105 12,7 156 200 204 214 223 233
5 Accounts receivable, net 64 2 659 729 865 100.4 16 G 1180 {90 116.3 1226
6 Cash and bank deposits 30 2.9 26 26 35
7 Securtties ... .. 4 1o 11 9 i3 24 91 237 201 283 275
8 Allother ... 12.0 8 126 413 173
9 Total ussets 79.6 81.6 89.2 104.3 122.4 140.9 141.7 145.1 144.7 150.1
1A LIIES
10 Bank loans ... 97 g0 63 5 6.5 85 97 10.1 10.1 132
11 Commeraial paper 207 222 23.7 296 345 433 40 8 407 405 43 4
Debt
12 Short-term,nc ¢ 49 45 54 62 81 K2 74 79 7.7 75
13 Longtermn.cc 265 276 323 360 436 467 489 50.5 520 524
14 Other S5 68 81 1ns 126 142 15.7 160 146 143
15 Capital, surplus, and undivided profits 124 125 134 15.1 172 199 19.2 199 198 19 4
16 Total liabilities and capital 79.6 81.6 89.2 104.3 122.4 140.9 141.7 145.1 144.7 150.1
I Begmmng Q1 1979, asset 1tems on lines 6, 7, and 8 arc combimed
NoTL., Components may not add to totals due to 10ounding
1.53 DOMESTIC FINANCE COMPANIES Business Credit
Millions of dollars, scasonally adjusted except as noted
Changes in accounts Extensions Repayments
Accaunts Accounts recervable
recetvable | tecetvable
‘Type outstanding | outstanding
Nov 30, Dee 31, 1980 1980 1980
19801 19801
Oct Nov Dec. Oct Nov, Dec Oct Nov. Dec
1 Total 69,742 72,337 647 410 1,982 16,781 15,681 18,308 16,134 15,271} 16,326
2 Retail automotive (commercial vehicles) 12,469 12,455 — 128 — 169 - 151 969 908 923 1,097 1,077 1,074
3 Wholesale automotive Lo 11,169 12,182 62 299 434 5,223 5,455 5,564 5.161 5,156 5,130
4 Retail paper on business, industrial and
farm equipment o . 22,589 23,465 16 149 876 1.460 1,612 1,562 1,444 1,463 086
5 Loans on commercial accounts receivable and
factored commercial accounts recervable 6,014 7,416 408 —261 1,195 6,756 5,455 7.827 6,348 5,716 6,632
6 All other business credit 17,501 16,819 289 392 -3n 237 2,251 2,432 2,084 1,859 2,804

I Not seasonally adjusted
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1.54 MORTGAGE MARKETS

Millions of dollars; exceptions noted.

1

1980 1981
Item 1978 1979 1980
July Aug. Sept. Oct. Nov., Dec Jan
Terms and yiclds i primary and secondary markets
PRIMARY MARKE IS
Conventional mortgages on new homes
Terms!
1 Purchase price (thousands of dollars) . 62.6 744 8335 89.0 88 6 83.7 84.0 711 97.0 898
2 Amount of loan {thousands of dollars) 459 53.3 59.3 637 615 58 7 61.3 56 1 63.0 651
3 Loan/price ratio (percent) 75.3 739 733 735 72 72.2 75.0 752 72.9 756
4 Maturity (years) . 280 2R8.5 282 289 217 276 282 276 28.2 29.0
S Fees and charges (pcrcent of loan amount)* 1.39 1 66 210 213 212 210 2.16 2,15 240 260
6 Contract rate %pcrcem per annum) . 930 10 48 1225 12.11 11.84 11.95 12.20 12.62 12,80 1302
Yield (percent jm’r annum)
7 FHLBB series 9.54 10.77 12.65 12.51 12.25 12,35 12 60 1304 1326 13.54
8 HUD sernes® 9.68 11,18 13 95 12 45 1325 1370 14 10 14.70 15.05 14,95
SECONDARY MARKE1S
Yield (percent per annum)
9 FHA mortgages (HUD series) 970 10.87 1342 12,39 13 54 14 26 1438 14 47 14 08 14.23
10 GNMA securities® . S 898 1022 12.55 11,53 12.34 12 84 1291 13 55 13 62 13.50
FNMA auctions’
11 Government-underwritten loans 977 11.17 14 11 12.65 1392 14.77 14 94 15.53 15.21 14,27
12 Conventinnal loans 10.01 1177 14 43 12.80 13 66 14.45 14,70 15.30 15 54 14 95
Activity in secondary markets
FEDERAI NATIONAL MORTGAGE ASSOCIATION
Mortgage holdings (end of period)
13 Tola[g. cee 43,311 51,091 51,327 55,362 55,361 55,632 56,188 56,619 57,327 57,380
14 FHA-mnsured .. 15,511 18,886 }
15 VA-guaranteed 10,544 10,496 33,4178 31,7151 31,741 31,997 32,493 32,839 33,417 33,417
16  Conventional 11,524 16,106 18,358 18,034 18,049 18,074 18,148 18,239 18,358 18,435
Morigage transactions (during period)
17 Purchases 12,303 10,805 8,100 100 167 500 771 579 855 185
18 Sales 9 0 0 0 0 0 0 0 0 0
Morigage commitments®
19 Contracted (duning tpenod) 18,959 10,179 8,044 734 1,180 1,070 514 472 403 241
20 Outstanding (end of pertod) 9,185 6,409 3,278 4,230 4,545 4,789 4,399 3.963 3,278 3.063
Auction of 4-month commutments to buy
Government-underwritten loans
21 Offered 12,978 8,860 8,605 1,055.6 1,063.3 907.0 4278 252.0 2421 210.7
22 Accepted . 6,747 2 3,921 4,002 430.3 628 10 5380 2577 135.6 1108 93.0
Conventional loans
23 Offered 99330 4,495 3,639 228.7 430.4 347.7 1076 81.6 84.8 32.0
24 Accepted . 5.1 2,344 1,749 1409 218.8 209 8 939 68 8 541 303
FrpeEraL HoMi LoAN MORTGAGL CORPORATION
Mortgage holdings (end of period)'V
25 TmaF‘ o 3,064 4,035 5,067 4,151 4,295 4,543 4,727 4,843 5,067 5,039
26 FHA/VA . ... 1,243 1,102 1,033 1,066 1,058 1,050 1,044 1,038 1,033 1,029
27 Conventional 1,165 1,957 2,830 3,085 3,237 3,492 3,629 3,715 2,830 2.825
Morigage transactions (during penod)
28 Purchases 6,525 5.717 3,722 440 495 521 398 231 285 152
29 Sales . 6,211 4,544 2,526 288 320 275 187 94 48 168
Mortgage commuments!!
30 Contracted (during {)eriod) 7,451 5,542 3.859 708 476 218 222 180 126 203
31 Outstanding (end of period) 1,410 797 447 1,386 1,300 934 726 653 447 487

1 Weighted averages based on sample surveys of mortgages originated by major
institutional lender groups Compiled by the Federal Home Loan Bank Board in
cooperation with the Federal Deposit Insurance Corporation

2. Includes all fees, commissions, discounts, and “pomts” paid (by the borrower
or the seller) in order to obtain a loan

3. Average effective interest rates on loans closed, assuming prepayment at the
end of 10 years

4 Average contract rates on new commitments for conventional first mortgages,
rounded to the nearest 5 basis points; from Department of Housing and ﬁr%)an

ment, Federal Housing

Develapment.

5 Average gross yields on 30-year, minimum-downpur
Administration-insured first mortgages for immediate delivery in the private sec-
ondary market. Any gaps in data are due to periods of adjustment to changes in
maximum pernussible contract rates.

6 Average net yields to investors on Government National Mortgage Assoct-
ation guarantced, mortgage-backed, fully modified pass-through

securities, assuming prepayment in 12 years on pools of 30-year FHA/VA mortgages
carrying the prevailing ceiling rate Monthly figures are unweighted averages of
Monday quotations for the month

7. /chragc gross yields (before deduction of 38 basis pomts for mortgage serv-
icing) on accepted bids in Federal National Mortgage Association’s auctions of 4-
month commitments to purchase home mortgages, assuminEdprc ayment in 12
years for 30-year mortgages. No admslmcms are made for FNMA commitment
fees or stock related requirements. Monthly figures are unweighted averages for
auctions conducted within the month

8 Begmnin March 1980, FHA-insured and VA-guaranteed mortgage holdings
in hnes 14 and 15 are combined

9. Includes some multifamily and nonprofit hospital loan commitments in ad-
dition to 1- to 4-family loan commitments accepted in FNMA’s free market auction
system, and through the FNMA-GNMA tandem plans,

10 Includes participation as well as whole loans.

11 Includes conventional and government-underwritten loans
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1.55 MORTGAGE DEBT OUTSTANDING
Milhons of dollars, end of penod
1979 1980
Type ot holder, and type ot property 1978 1979 1980
Q4 Ql Q2 Q3 04

1 Albholders 1,168,486 | 1,324,856 | 1,449,633 | 1,333,550 | 1,355,402 | 1,378,414 1,412,515 | 1,449,633
2 1-to 4-famly 764,246 875,874 956,475 872,068 894,980 908,119 931,232 956,475

3 Multifamily 121,285 129,261 137,859 130,713 130,800 132,430 134,856 137,859
4 Commerciaf 211,749 237,205 258,799 238,412 242,709 246,861 252,783 258,799

5 Farm ..., .. 71,206 82,516 96,500 92,357 86,913 91,004 93,044 96,500
6 Major financial isttutions 848,177 938,676 998,025 939 487 951,402 958,892 977,454 998,025

7 Commercial banks! 214,045 245,187 264,602 245,998 250,702 253,103 258,003 264,602

8 1- to 4-fanuly 129,167 149,460 160,746 145,975 152,553 153,753 156,737 160,746
9 Multifanuly 10,266 11,180 12,304 12,546 11,557 11,764 11,997 12,304
10 Commercial 66,115 75,957 82,688 77,096 77,993 79,110 80,620 82,688
11 Farm 8,497 8,590 8,864 10,381 8,599 8,476 8,643 8,864
12 Mutual savings banks 95,157 98,908 99,827 98,008 49,151 99,150 99,306 99,827
13 1- to 4-family 62,252 64,706 65,307 64,7006 64,8605 04,864 64,966 65,307
14 Multifamily .. 16,529 17,180 17,340 17,180 17,223 17,223 17,249 17,340
15 Commercial 16,319 16,963 17,120 16,963 17,004 17,004 17,031 17,120
16 Farm . 57 59 60 S0 59 59 60 60
17 Savings and loan associations 432,808 475,797 502,718 475,797 479,078 481,184 492 068 502,718
18 1- to 4-fanuly 356,114 394,436 417,759 394,436 398,114 398,864 408,908 417,759
19 Multifamily 36,053 37,588 39,011 37,588 37,224 37,340 18,185 39,011
20 Commercial 40,641 43,773 45,948 43,773 43,740 43,980 44,975 45,948
21 Lafe insurance companies 106,167 118,784 130,878 118,784 122,471 125.455 128,077 130,878
22 1- to 4-famuly 14,436 16,193 18,420 16,193 16,850 17.796 17,996 18,420
23 Multifanuly 19,000 19,274 19,813 19,274 19,590 19,284 19,357 19,813
24 Commercial | 62,232 71,137 79,843 71,137 73,618 75,693 77,995 79,843
25 Farm 10,499 12,180 12,802 12,180 12,413 12,682 12,729 12,802
26 Fedcral and related agencies . 81,853 97,293 114,325 97,293 104,133 108,742 110,695 114,325
27 Government National Mortgage Assoctation 3,509 3,852 4,453 31,852 3919 4,466 4,389 4,453
28 1- to 4-fanuly 877 763 709 763 749 736 719 709
29 Multifanuly 2,672 3,089 3,744 3,089 3,170 3,73 3,670 3,744
30 Farmers Home Admumistration 926 1,274 3,725 1,274 2,845 3,375 3,525 3.725
31 I- to 4-family 288 417 1,033 417 1,139 1,383 978 1,033
32 Multufamly 320 71 RIR 71 408 636 774 818
33 Commercial 101 174 391 174 409 402 370 391
34 Farm 217 612 1,483 612 88Y 954 1.403 1,483
35 Federal Housing and Veterans Admimistration 5,419 5,764 5,824 5,764 5,833 5,894 5,769 5,824
36 1- to 4-famuly . 1,641 1,863 1,879 1,863 1,908 1,953 1,826 1,879
37 Multfamuly . . . 3,778 3,901 3,945 3,901 3,925 3,941 3,943 3,945
38  Federal National Mortgage Association 43,311 51,091 57,327 51,091 53,990 55.419 55,032 57,327
39 L- to 4-family . .. . 37,579 5,488 51,778 45 488 48,194 49,837 50,071 51,775
40 Multifamily 5732 5,603 5.552 5,603 5,596 5,582 5,561 5,552
41 Federal Land Banks 25,624 31,277 38,131 31,277 11,311 35,574 36,837 38,131
42 1- to 4-family 927 1,552 2,099 1,552 1,708 1,893 1,985 2,099
43 Fasm . ....... 24,647 29,728 36,032 29725 31,603 33,681 34 852 16,032
44 Federal Home Loan Mortgage Corporation 3,064 4,035 4865 4,035 4,235 4,014 4,543 4,865
45 1- to 4-family 2,407 3,059 3,710 3,059 3,210 3,037 3,459 3,710
46 Mulufamily . 657 976 1,155 976 1,025 977 1,084 1,159
47 Mortgage pools or trusts? 88,633 119,278 142,498 119,278 124,632 129,647 136,583 142,498
48 Government National Mortgage Association 54,347 76,401 93,874 76,401 80,843 84,282 89,452 93 874
49 1- to 4-famly 52,732 74,546 91,602 74,546 78,872 82,208 87,276 91,602
50 Multifamily ... 1,615 1,855 2,272 1,855 1,971 2,074 2,176 2,272
5t Federal Home l.oan Mottgage Corpotation 11,892 15,180 16,952 15,180 15,454 16,120 16,659 16,952
52 1- to 4-fanuly . 9,657 12,149 13,397 12,149 12,359 12,886 13,318 13,397
53 Mult:family 2,235 3,03 3,555 3,031 3,095 3234 1,341 3,558
54  Farmers Home Administrauon .. 22,394 27,697 31,672 27,697 28,135 29,245 30,472 31,672
55 1- to 4-family 13,400 14,884 16,865 14,884 14,926 15,224 16,226 16,865
56 Multifanuly . 1,116 2,163 2,323 2,163 2,159 2,159 2,235 2,323
57 Commercial 3,560 4,328 5,258 4,328 4,495 4,763 5,059 5,258
58 Farm 4318 6,322 7,226 6,322 6,755 7.099 0,952 7,226
39 Individual and others® 149,823 169,609 194,785 177,492 175,235 181,133 187,783 194,785
60 1- to 4-family 82,769 96,358 111,174 96,037 99,333 102,685 106,767 1t174
61  Multifamily . 21,352 23,350 26,027 21,436 23,857 24,486 25,284 26,027
62 Commeraal 22,781 24,873 27,551 24,941 25,450 25,909 20,727 27,551
63 Farm 22,921 25,028 30,133 33,078 26,595 28,053 20,005 30,033

t Includes loans held by nondeposit trust compames but not bank trust de-
partments,

2 Outstanding principal balances ot mortgages backing securities insured o
guaranteed by the agency indicated.

3 Other holders include mortgage companices, real estate investiment trusts, state
and local credit agencies, state and local retirement tunds, nonmsured pension
funds, credit unions, and U § agencies for which amounts are small o1 separate
data are not readily available

Noi Based on data rom vanous mstitutional and governmental sources, with
some quarters estimated 1 part by the Federal Reserve in conjunction with the
chcm\ Home Loan Bank Board and the Department of Commerce Separation
of nontarm mortgage debt by type of property, it not reported duectly, and m-
terpolations and extrapolations WlllCll required, are esttmated mainly by the Federal
Reserve Multitamily debt refers to loans on structures ot five or more units
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1.56  CONSUMER INSTALLMENT CREDTI Total Outstanding, and Net Change
Milhons of dollars

1980 1981
Holder, and type of ciedit 1977 1978 1979
July ] Aug ’ Sept J Ot l Nov ! Dee J Jan
Amounts outstanding (end of penod)
I Total 230,564 273,645 312,024 303,853 305,763 306,926 307,222 308,051 313,435 310,554
By major holder
2 Commeicial banks 112,373 136,016 154,177 146,555 146,548 146,362 145,895 145,147 145,765 143,749
3 Finance companics 44 KO8 54,298 68,348 73,909 74 433 74,823 74,985 75,690 76,750 7740
4 Credit umons . 37,605 44 334 46,517 42 Hdd 43,347 43,518 43,600 44,041 43,601
S Retailers? 23,490 25,987 28,119 24,620 24918 25,703 26,409 29,410 28,300
6 Savmgs and loans 7 08Y 7.097 8.424 8,991 9,141 | 9,611 9,687 9,911 10,023
7 Gasoline companics 2,963 3,220 3,729 4,500 4,710 4,872 4.736 4,662 4,717 4,929
8 Mutual savings banks 2.176 2.693 2,740 2,634 2,660 2,740 2,774 2,790 2,835 2,821
By major type of credit
9 Automobile 82911 101.647 116,362 116,125 116,868 116,781 116,657 116,517 116,327 115,262
10 Commercial banks 49.577 60,510 67 367 63,344 63,177 62,734 62.350 61,848 61,025 59,608
11 Indirect paper 27,379 33,850 38 338 306,233 36,047 35,768 35,572 35,284 34,857 33,947
12 Duect loans 22,198 26,660 29 029 27,111 27,130 26,966 26,778 26,504 26,168 25,601
17 Credit untons 18,099 21,200 22244 20,392 20,728 20,831 20 810 20,852 21,060 20,850
14 Fmance companics 15,235 19,937 26,751 32,389 32,963 33,216 33,497 33817 34,242 34,804
15 Revolving 39274 48,309 56 937 53036 53,771 54,400 54,598 55,304 59,862 SK,989
16 Commercial banks 18,374 24,341 29,862 28,073 28,305 28,403 28331 28,300 30,001 29,952
17 Retailers . 17,937 201,748 23,346 20,463 20,756 21,131 21.5% 22282 25,144 24,104
I8 Gasoline companies 2,963 3,220 3,729 4,500 4,710 4,872 4,736 4,602 4,717 4,929
19 Mobile home 14,945 15,235 16,838 17,004 17.068 17,113 17.276 17,293 17,327 17,244
20 Commercial banks 9,124 9,545 10,647 10,568 10,564 10,538 10,502 11452 10,376 10,271
21 Finance companies 3,077 3,152 3,390 3,546 3,566 3,001 3,657 3,702 3,745 3,741
22 Savings and loans 2,342 2,067 2.307 2,437 2,477 2.511 2,654 2,675 2,737 2,768
23 Credit unions 402 471 494 453 461 463 463 464 464 464
24 Other 93,434 108,454 121,887 117,688 HR,056 118,626 118,691 118,937 119,919 119,063
25 Commercial banks 35,298 41,620 46,301 44,570 44 502 44,687 44,712 44 487 44,363 43918
26 Finance compaiies 26,556 31,209 W77 37,974 37.904 38,006 37.831 8171 38,769 18,580
27 Credit unions 19,104 22,663 23,779 21,799 22,158 22,208 22,245 22,290 22,512 22,287
28 Retailers 5,553 5,239 4773 4,157 4,162 4,170 4,172 4,187 4,266 4,196
29 Savings and loans 4,747 5,030 6117 6,554 0,604 6,755 6,957 7.012 7,174 7,255
30 Mutual savings banks 2,176 2,691 2,740 2,634 2,666 2,740 2.774 2,790 2,835 2,821
Net change (during peniod)?
31 Total 35,462 43,079 38,381 -1,199 489 1,055 702 839 1,619 869
By major holder
32 Commercral banks 18,645 23,641 18,161 - 1,749 — 682 —265 - 330 -~ 120 276 - 1,357
33 Finance comparies 5.949 9.430 14,020 439 387 613 454 594 860 L3
34 Credit umons 6,436 6,729 2,185 =270 465 36 63 218 378 288
35 Retanlers? 2.654 2,497 2,132 89 160 456 134 52 316 409
36 Savings and loans 1,300 7 1,327 155 5 93 246 14 190 232
37 Gasoline companies 132 257 509 132 136 90 9R 72 83 106
38 Mutual savings banks 337 518 47 5 18 32 43 37 [ 78
By major type of vedit
39 Automobile 15,204 18,736 14,715 - 717 355 84 201 248 302 63
40 Commercial banks 9,956 10,933 6,857 - 1,083 - 344 - 1362 - 348 — 138 491 -1,253
41 Indirect papet 5307 6,471 4,488 — 784 286 - 282 - 170 44 - 181 839
42 Direct loans 4,649 4,462 2,309 - 299 — 58 - 80 — 178 94 - 310 —414
43 Credit unions . 2,861 3.101 1,044 108 215 10 18 101 174 206
44 Tmance compames 2387 4,702 6.814 474 484 436 531 282 619 984
45 Revolving 0,248 9,035 8,628 38 281 478 273 208 616 557
46 Commeraal banks 4,015 5967 5,521 —259 24 81 -19 121 211 59
47 Retailers 2,101 2811 2,598 165 169 469 194 72 322 392
48 Gasohine companics 132 257 509 132 136 90 98 72 83 106
49 Mobtle home 171 280 1603 14 33 43 141 24 60 -24
S0 Commerctal banks 387 419 1,102 23 -8 -2 - 21 -3 34 - 85
S Finance companies 187 74 238 -2 14 30 42 44 48 5]
52 Savings and loans 101 276 240 45 21 EN] 120 t 47 46
53 Credit umons 70 (] 23 6 6 0 0 2 5 0
54 Other 13,679 15,022 13 435 534 180 450 87 Jos 615 399
55  Commeretal banks 4,287 0,322 4,68t 384 - 306 200 52 70 hid -78
56 Finance companies 3,749 4,654 6,908 K] =11t 147 -119 208 103 114
57 Credit umons 3,508 3,559 1,118 156 244 20 45 118 199 82
S8 Retaders 553 - 314 466 - 76 9 -3 =60 20 -6 17
59 Saviags and loans 1,208 283 {087 11 16 S8 126 2% 143 186
60 Mutual savings banks 337 518 47 5 18 32 43 17 08 78
1 Ihe Board's series cover most shott- and intermediate-term credit extended 2 Indudes auto dealers and excludes 30-day charge aredst held by travel and
to mdividuals through regular business channels, usually to hnance the putchase entertdmment companies
ol consumer goods and services o o rehimance debts meutted tor such purposes, 3 Net change equals extensions minus hqudations (repayments, chatge-otts,
and schieduled 1o be repaid (o1 with the option ot repayment) i two or moie and other credit}, tigures tor all months are seasonally adjusted

mstallments



Consumer Debt A4l
1.57 CONSUMER INSTALLMENT CREDIT Extensions and Liqudations
Millions of dollars, monthly data are scasonally adjusted
1980 1981
Holder, and type ot credu 977 1978 1979
July Aug Sept Oct Nov Dec Fan
Eatensions
1 Total 287,600 | 297,668 | 324,777 23,997 26,176 27,064 27,365 25,991 27,149 27,059
By major holder
2 Commercial banks 117,896 142,433 154,733 10,098 11,107 11,671 11,977 11,432 11,484 10,397
3 Fiance companies 41,989 50,505 61,518 4,809 5,155 5,358 5,323 4852 5,188 5,904
4 Credit untons 34,028 38,111 34,926 2308 3,085 2,782 2.872 2,795 3.038 2,994
5 Retulers! 42,183 44 571 47,676 4,148 4,203 4,596 4,291 4.250 4,497 4,673
6 Savings and loans 4,978 3,724 5,901 582 454 339 695 444 658 5
7 Gasoline companies 14,617 16,017 18,005 1,902 1,941 1,965 2,009 2.024 2,061 2,130
8 Mutual savings banks 1,909 2,307 2,018 153 171 186 198 194 229 246
By major type of credut
9 Automotnle 75,641 87,981 93,901 6,068 7,400 7518 7.544 7117 7,234 7,237
10 Commerctal banks 46,363 52,969 53,954 277t 3,606 3,713 3,791 3.592 3,274 2,598
11 Indirect paper 25,149 29342 29,6023 1,329 1,866 2,00 2,135 1.962 1,857 1,23
12 Direet loans 21,214 23.627 23,931 1,442 1,740 1,678 1,656 1.590 1.414 1,368
13 Credit unmons 16,616 18,539 17,397 1,197 1,570 1,455 1,457 1.402 1,538 1,598
14 Fmance companies 12,662 16,473 22 950 2,100 2224 2.350 2,296 2.163 2,428 3,047
15 Revolving 87596 | 105,125 [ 120,174 10,679 10,700 11,143 t1,124 10,993 11.614 11,483
16 Commercaal banks 18,256 51.333 61,048 5,059 4,989 5,067 5,264 5.155 5,554 5,185
17 Retatders 34,723 37,775 41,121 3,718 3,770 4,11 3,851 3774 3,999 4,168
18 Gasoline companies 14,617 16,017 18,005 1,902 1,941 [,965 2,009 2,024 2,06t 2,130
19 Mobile home 5,712 5412 0,471 377 415 442 13 424 479 83
20 Commeretal banks 3,460 3,697 4,542 226 263 250 257 243 254 171
21 Finance companies 644 886 797 52 56 ¥4 89 93 8Y 81
22 Savings and loans 1.406 609 948 95 8 95 159 74 119 119
23 Credst unions 196 220 184 4 18 13 8 4 17 12
24 Other 88,051 99.150 104,231 6.873 7,061 7,961 8,184 7.497 7.822 7,956
25 Commerctal banks 29811 34 434 35,589 2,042 2.249 2.641 2.665 2,482 2,408 2443
20 Finanee comparnies 28,683 33,140 37,771 2,657 2.875 2.921 2,938 2,596 2,671 2,776
27 Credit unons 17,216 19,352 17,345 1,104 1.497 1.284 1,407 1,379 1,480 £.390
28 Retailers 7,460 0,796 0,555 430) 493 485 440 476 49K S04
29 Savings and loans 35872 3118 4,953 487 76 444 536 370 ER U] U6
30 Mutual savings banks 1,909 2307 2,018 153 171 186 198 194 229 240
I iqindations
31 Total 222,138 254,589 286,396 25,196 25,687 26,009 26,663 25,152 25,530—‘ 26,190
By major holder
32 Commereral banks 99,251 118,792 136,572 11.847 11,789 11,936 12,313 11,552 11,760 11,754
33 Fmance companies 36,040 41,075 47,498 4,370 4,768 4,742 4 869 4,258 4325 4,791
34 Credit umons 27,592 31,382 32,741 2,575 2,020 2716 2,809 2,577 2,657 2,706
35 Retailers! 39,529 42,074 45,544 4,059 4,103 4,140 4,157 4,198 4,181 4,264
36 Savings and loans 3.669 AT 4.574 427 449 446 449 458 408 483
37 Gasoline companies 14,485 15,760 17,496 1,770 1,808 1.875 YLt 1,952 1,978 2,024
38 Mutual savings banks 1,572 1.789 1971 148 153 154 155 157 161 168
By major type of crednt
39 Automobile o), 437 09,245 79,186 6,785 7,045 7,434 7,38 0,872 0,932 7.300
40 Commerctal banks 36,407 42,036 46,097 3.854 3.950 4,075 4,139 3,690 1,762 3,851
41 Indhect paper 19,842 22,871 25,138 2,113 2,152 2317 2305 2.006 2038 2069
42 Direct loans 16,565 19,165 21,562 1,741 1,798 1.758 1,834 1.684 1,724 1,782
43 Credit unsons 13,755 15,438 160,353 1,305 1,355 1,445 1,439 1.301 1,364 1.386
44 Finance companies 10,275 11,771 16,136 1,626 1,740 1,914 1,765 [.881 1,806 2,063
45 Revolving 81,348 96,090 111,546 10,641 10,419 10,665 10,851 10,688 10,998 10,926
46 Commercial banks 34,241 45,366 55,327 5,318 5,013 5,148 5,283 5,034 5,343 5,126
47 Retailers 32,622 34,904 38,5213 3,553 3,001 3,642 3.657 3,702 3.077 3,776
48 Gasohne companies 14,485 15,760 17.496 1,770 1.808 1,878 1911 1,952 1,978 2.024
49 Mobilc home 5,341 5,120 4,808 363 82 399 372 400 413 407
S0 Commerctal banks 3,079 3.278 3,440 249 271 272 278 276 288 256
51 Finance companies 831 812 559 54 42 S4 47 49 41 06
S2  Savings and loans 1,305 88 708 S0 57 60 39 o3 72 Ta)
53 Creditumons 126 151 161 10 12 13 8 12 12 12
54 Othet 75,012 84,128 90,796 7,407 7.841( 7511 8,097 7.192 7,187 7,557
55 Commercial banks 25,524 28,112 30,908 2,426 2,555 2.441 2,013 2,582 2307 2,521
56 Finance companies 24,934 28,492 30,8073 2,690 2,980 2774 3057 2,328 2,478 2,662
57 Credit unions 13,71t 15,793 16,227 1,260 1,253 1,258 1,362 1,264 1,281 1,308
S8 Retailers 0,907 7.110 7.021 506 502 408 SO0 406 S04 488
59 Savings and loany 2,304 2,832 3,866 377 392 386 410 39§ 96 410
60 Mutual savings banks 1,572 1,789 1,97} 148 153 154 155 157 161 168

I Includes auto dealers and excludes 30-day charge credit beld by travel and

entertamnment COMpanics
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1.58 FUNDS RAISED IN U.S. CREDIT MARKETS

Billions ot doflars, half-yeatly data are at scasonally adjusted annual rates,

1978 1979 1980
Tramaction tategory, sector 1975 1976 1977 1978 1979 1980
HI H2 1 H2 H1 H2
Nonhnancial sectors
I Total funds raised 210.8 271.9 338.5 4G0.4 394.9 363.3 384.8 416.0 380.5 408.2 3211 405.6
2 Excluding equities 20071 2610 3353 39831 39006 34981 874 | 4092 3777} 4023f 3130| 386S
By sector and mstrument
3 US government 85 4 690 50 % 537 7.4 792 61 4 46 0 286 461 645 98
4 Lreasury secunties 85 8 69 | 576 S51 88 79 8 623 479 309 46 0 652 94 4
S Agency issues and mortgages -4 - -9 -14 -1 4 L -9 =19 23 -5 -6 -6
6 Al other nontmanaal sectors 125 4 202 8 2817 346 7 3576 284 | 3234 370 519 362 1 256 5 37
7 Corporate equities 101 10 8 3l 21 43 13.6 =26 68 28 59 80 191
8 Debtmvtruments 1153 1920 278 6 346 3532 270 6 260 363 2 349 1 3562 248 § 2927
9 Private domestic nonfinancial sectors 121 1820 26781 31441 3364 2542 3028} 3261 3386| 3330| 2270 2815
10 Corporate eguitics 99 105 27 26 335 4l --18 7.0 28 41 60 168
11 Debt struments 1022 1715] 2651 L8] 30 2428 3046 3191 3358( 3289 2210| 2647
12 Debt capital instiuments 98 4 123 5 1756 196 6 199 9 175.6 18831 2050 g 81 2011 [ 1821
13 State and tocal obligations 16 1 157 237 283 189 222 27 8 287 16 0 218 180 26 4
14 Corporate bonds 272 228 210 201 212 276 206 19 6 224 199 34 219
Mortgages
15 Home 35 036 9613 104 6 1091 815 100 1 109 1 109 8 108 5 36 8913
16 Multutamuly readential * I8 4 02 R4 87 93 112 81 97 65 1o
17 Commercial ) 1o 134 184 233 257 216 212 254 260 254 22 1 211
18 Farm 406 61 88 102 16 2 14,0 93 111 16 6 159 155 {2 4
19 Other debt mstiuments 38 480 895 11527 1330 a72( 63 41 13701 1278 5t9 825
20 Consumer credit 97 256 40 6 506 44 2 31 50.1 510 48 3 390 -64 125
2 Rank loansn e ¢ -123 40 270 373 3006 379 431 314 482 529 96 66 1
2 Open nuarhet paper -26 40 29 52 109 S8 53 51 120 97 2071 181
pA) Othey 9 144 190 22 273 204 178 20.5 28,4 262 189 220
24 By bortowing sector 121 (820 2678 3144 3364} 25421 3028 3261( 33%6| 3330 22701 2815
25 State and Jocal governments 137 15.2 204 236 155 207 210 261 130 180 162 253
26 Houscholds 497 90 5 1399 162 6 164 9 100 8 156 1 169 { 167 6 tot 2 89 8 Lty
27 Fam 88 109 147 181 258 19.0 153 208 215 281 201 169
28 Nonfarm noncorporate 20 47 129 15 4 159 125 16 4 14 4 155 159 90 16 0
29 Corporate . 379 0.7 799 b8 1421 Ly 939 9571 1189 1097 99 113
30 Foregn 133 208 139 323 212 299 206 439 133 291 298 303
3) Corporate cquiics 2 3 4 -5 9 22 -8 -2 i 17 21 23
32 Debt mstruments 132 205 135 a8 20,3 277 214 441 133 273 275 280
3 Bouds 62 86 S 40 39 8 50 30 30 47 20 4
4 Bank loans n ¢ ¢ 39 68 KR! 183 23 (R 93 273 10 15 44 193
15 Open market paper 3 19 24 66 112 10 1 16 96 61 1613 157 45
36 U'S government loans 28 i3 30 39 10 50 16 42 11 28 54 46
-
Fmancial sectors
37 Total funds raised 12.7 4.1 54.0 8t.4 88.5 70.8 80.7 82.1 86.3 90.7 54.0 87.6
By mistrument
38 US government 1etated 135 186 263 414 524 475 385 443 458 590 45.8 492
39 Sponsored credit agency securitics 23 13 7.0 231 243 243 219 243 215 270 251 235
40 Mortgage pool secunities 163 197 205 18.3 281 02 166 201 242 320 207 257
41 Loans trom U S government 9 -4 -2 - - - - - - - -
42 Prwvate tmanaal sectors -8 58 77 400 301 233 422 378 40.5 317 81 84
43 Corporate cqnties 6 10 9 17 23 34 22 11 20 25 31 38
44 Debtmnstiuments -4 4.4 269 ]3 338K 198 400 36.7 384 292 51 M6
45 Corporate bonds 2y 58 101 75 78 72 85 64 87 70 103 40
46 Morlgages 23 21 31 9 -2 -9 21 -3 5 -19 -68 50
47 Bank loansn ¢ ¢ -37 -37 -3 28 -4 10 25 3t 7 2 1 10
48 Open market paper and repurchase
agreements 11 22 96 146 184 54 135 157 230 38 =3.0 14.4
49 Lodans from Federat Home Loan Banks —40 -20 43 125 9 71 32 118 78 109 41 102
By sector
50 Sponsored credit agencies 32 29 S.8 31 2473 243 219 243 218 270 251 235
S1 Mortgage pools 103 157 205 183 281 232 16 6 201 242 32,0 207 257
§2 Private tinancial sectors 3 55 277 40 0 301 233 422 378 40.5 37 81 384
53 Commercial banks 12 23 11 13 16 6 15 11l 13 18 8 3
54 Bank athiliates 3 -8 13 67 45 56 58 76 62 29 45 66
55 Savings und loan assoctations -21 1 99 143 ) 64 16 4 122 99 12.9 -47 176
56 Other insurance companies 10 9 9 11 10 8 [ 11 [ 9 8
57 Fiance companies 3 64 17 6 186 189 88 189 182 235 143 68 108
58  RLITs . 14 -24 -22 =140 -4 -9 -10 -10 -6 -1 14 -3
59 Open-end mvestment companies -1 -10 9 10 -1 20 -5 -5 -10 9 [ 27
Al sectors
60 Total funds raised, by instrument 223.6 295.9 392.5 481.8 483.4 434.1 465.5 498.1 466.7 498.9 375.0 493,2
61 Investment company shares 1 - 10 9 -10 -0 20 -5 -15 =10 9 14 27
62 Other cotporate equities 108 129 49 4.7 76 150 1 94 58 91 98 202
63 Debt mstiuments 2129 2841 IBRS | A7B1| 4768 | 4171 4659 4902| 46195 4905 3639| 4704
64 U'S government securities 98 2 881 843 95.2 899 126 8 100 0 90 4 748 1052 110§ 1432
65 State and ocal obhgations 161 157 27 283 189 222 278 287 16 0 21.8 180 26,4
66 Corpotate and foreign bonds 364 372 361 e 329 356 342 291 341 1S 457 255
67 Mortgages 572 8704 13391 1491 IS861 2481 14191 15631 15981 15741 11081 1388
68  Consumer credit 97 256 40 6 S0 6 442 31 s01 510 483 390 -64 125
69 Bank loans ¢ ¢ - 122 70 298 S84 525 507 549 618 486 562 154 86 4
70 Open market paper and RPs =12 81 150 264 405 21 4 224 o4 411 398 419 9
71 Other loans 87 193 252 K6 345 26 46 425 39 4 95 283 RER




Flow of Funds A43

1.59 DIRECT AND INDIRECT SOURCES OF FUNDS TO CREDIT MARKETS

Billions of dollats, except as noted, half-yeatly data are at scasonally adjusted annual rates

1978 1979 1980
[ransaction category, or sector 1975 1976 1977 1978 1979 1980
H1 H2 H! 12 1t 2
| Total funds advanced in credit markets to nonfinancial
sectors 200.71 261.0| 335.3| 398.3| 390.6| 349.8| 387.4| 409.2| 377.7| 402.3| 313.0| 386.5
By public agencres and forewgn
2 Total net advances 44 6 543 851 1097 K01 95 8 102 8 116.6 47 6 H2s 1017 899
3 US government sccurities 225 268 40 2 439 20 223 437 44.() 221 262 249 19.7
4 Residential mortgages .. 162 128 20 4 265 361 320 222 307 26 396 335 304
S FHLB advances to savings and loans 401 =20 4,3 125 9.2 71 132 118 78 105 41 10.2
6 Other loans and sceunities 98 16 6 202 269 28 345 237 301 292 3613 393 29 6
Total advanced, by sector
7 US government . 151 89 118 204 25 260 19.4 214 238 211 2906 225
8 Sponsored credit agencies 14 8 203 268 446 575 48 6 194 498 49.9 65 2 436 536
9 Monetary authoritics 89 98 71 70 77 45 13 4 5 9 14§ 146 56
10 Foreign 61 15.2 39 4 37.7 -77 167 o 449 - 270 17 139 195
11 Agency borrowing not mcluded in e | 135 18.6 263 41.4 52 4 475 RIS 443 45 8 590 458 49 2
Private domestic funds advanced
12 Total net advances . 16971 2254} 2765] 33001 36291 3015] 3232| 33694 3759 | 3488 2571 3458
13 U.S government securitics 75 611 4 1 513 879§ 104.6 563 46 4 96 6 791 856 1235
14 State and local obhgations 16t 157 237 283 189 222 278 27 16 0 21 8 180 20 4
15 Corporate and foreign bonds 328 s 25 225 256 25.8 241 209 209 243 24 7
16 Residential mortgages . 232 526 833 882 81 8 S8 871 89 5 851 785 465 69 8
17 Other mortgages and loans 179 633 1073) 1522 1579 9R2| 111 1633 1591] 1556 w6 1177
18 Liss Federal Home Loan Bank advances -4 =20 413 125 92 71 132 118 78 105 41 102
Private financial imtermediation
19 Credit market funds advanced by private tinancial
mstitutions . 1225 190 1 2570 2969 2925| 2656 3017 2920 30758 27741 22964 13018
20 Commercial banking 294 596 876/ 1287( 1201 1035f 1325 1250 1246] 1176 5721 1499
21 Savings mstitutions 535 708 820 759 563 57 6 758 759 577 549 314 818
22 Insurance and pension funds 406 499 679 735 70 4 76 4 769 702 754 65 5 84 6 68 2
23 Other finance -10 98 19 6 18.7 44 7 281 16 6 209 498 396 563 1
24 Sources of funds 1228 190 1] 25704 2969 2925| 2656 3017] 2920] 3075 2774 2296 3018
25  Prvate domestic deposits 90| 1246 1412 142 5 1367 1639 1383 146 7 1217 1516 147 7 180 t
26  Credit market borrowimg 14 44 269 383 338 19 8 400 367 38 4 292 51 46
27 Other sources . 320 6L 0 G| 1160} 1220 8191 1235 1086 1473 96 6 76 8 871
28 Foreign funds . . -87| —46 12 63 263 200 57 69 49 4 32 -8t -218
29 Treasury balances -17 =1 43 08 4 20 19 1t o Sl 43 - 25 15
30 Insurance and pension reserves 297 45 49 4 627 490 585 66 2 592 539 44 () 59 6 57 4
31 Other, net 127 312 341 40 3 463 454 496 30,0 K9 537 379 31
Private domestic nonfinancial investors
32 Direct lending in credit markets 45 8 397 46 3 718 104 2 55.7 ol 4 Kl 6 106 8 100§ 3206 87
33 U S government sccuritics 241 16 1 20 332 578 07 321 344 04 | 58 132 482
34 State and local obliganons 8.4 38 26 45 =25 18 70 20 23 -27 =29 - 8
35  Corporate and foreign bonds 84 58 -33| —-14 111 54 37 10 78 142 83 24
36 Commercial paper -13 19 95 163 107 -24 82 244 125 90 62 11
37 Other.,..... . 62 120 145 18 8 271 239 17 8 198 247 285 202 276
38 Deposits and cutrency 98 1 1319 1495 151 8 144 7 1735 148 7 154 8 1301 158 1 1507 1901
39 gccumyRPs . 2 23 22 75 66 47 98 S 185 —-53 53 40
40 Moncy market tund shares 13 * 2 69 34 4 292 61 77 30.2 B8O 619 34
41 Time and savings accounts 840 13§ 1210 1152 847 1318 1107} 1198 714 97.9 919 1717
42 Large at commercial banks . —158 132 230 459 4 127 339 S7T94 - 2513 200 —120 374
43 Other at commerctal banks . 40 3 576 290 82 393 629 18 4 -19 4113 37.3 60 6 652
44 At savings mstitutions 594 691 60 6l.1 451 562 585 638 55.4 347 43 4 691
45 Money. ... .. . 126 161 261 222 189 78 221 23 10.9 26.8 24 179
46 Demand deposity 0.4 88 17 8 129 11.0 -18 116 142 16 2034 — 114 7.8
47 Currency .. 62 73 83 93 79 96 105 81 9.3 65 90 101
48 Total of credit market instruments, deposits and
currency 143.9 171.6 1958 223.3( 2489} 229.1 21044 236.4 | 237.9| 258.7 189.3| 268.8
49 Public support rate (in percent) 222 208 254 275 205 274 265 285 12 6 280 32.5 233
50 Prvate financial mtermediation (in pereent) 722 843 930 900 80 6 88 1 93 4 867 818 795 893 873
5L otal foreign funds -26 106 405 440 186 --33 363 508 224 149 42| =23
MmO Corporate equutics not included above
52 Total net issues 10.7 11.9 4.0 3.7 6.6 17.0 -4 7.9 4.8 8.4 11.1 22.8
53 Mutual fund shares —.1 10 -9 -10f —10f -20 -5 1S5 -10 -9 14 27
54 Other equitics 10.8 12,9 49 47 6 150 1 94 58 913 98 202
55 Acquisttions by financial institutions 96 1213 74 76 157 187 4 147 125 189 167 207
56 Other nct purchases 11 4 -34 -38 91 7 8 68 -77{ 105 -56 21

NOTLS BY LINL NUMBLR
I Line 20f p A42
2 Sum of hines 3-6 or 7-10
6. Includes farm and commercial mortgages
11, Credit market funds raised by tederally sponsored credit agencies, and net
Mlig: of federally related mortgage pool secunties Included below n lines
3,13,
12 Line 1 less hine 2})Ius hine 11 Also ine 19 less hine 26 plus ine 32 Also sum
of lines 27, 32, 3Y, 40, 41, and 46
17 Includes farm and commereial mortgages
25. Sum of lines 39, 40, 41, and 46
26, Excludes equity issues and mvestment company shares. Includes hne 18,
28, Foreign deposits at commercial banks, bank borrowngs from foreign branches,
and liabihities of foreign banking agencies to toreign affiliates
9. Demand deposits at commercial banks

[

30 Lxcludes net investment ot these reserves m corporate equibies
31 Mainly retaned carmings and net miscellancous latihities
32 Lmne (2 tess hine 19 plus hine 26
33-37 Lanes 13-17 less amounts acquired by private tinance Lane 37 mncludes
mortgages
47 Maialy an otfset to bne 9
48 Lines 32 plus 38, or line £2 less hne 27 plus 45
49 Line 2/line 1
50 Lne 191me 12
51, Sum of lines 10 and 28
52, 54 Includes 1ssues by financial mstitutions
Norr Full statements tor sectors and transaction types quarterly, and annually
tor flows and tor amounts outstanding, may be (xhtumcdl from Fow of Funds
Section, Dwision of Rescarch and Statisties, Board ot Governors ot the Federal
Rescrve System, Washington, D ¢ 20551
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2.10 NONFINANCIAL BUSINESS ACTIVITY Selected Mcasures
1967 — 100: monthly and quatterly data arc scasonally adyusted. Exceptions noted.
1980 1981
Measure 1978 1979 1980
lune July Aug Sept O Nov Dec. Jan # Feb ¢
1 Industrial production' 146.1 152.5 ] 147.1 141.5 140.4 141.8 1451 146.9 149.4 150.9 151.5 150.8
Murket groupigs
2 Products, total 144 & [S0uf{ 1467 [42°5 428 43 8 1453 4721 1487 (499 150 1 149 1
3 Final, total 1359 721 1454 142 4 142 8 14319 1439 458 1475 1482 148 3 147 6
4 Consumer goods 1491 1508 | 1455 1421 142 00 1427 144 3 14661 480 147.7 147 4 1465
S FEquipment 132 8 14221 1451 142 6 1429 1429 1432 14481 1467 1489 149 4 149 1
6 Intermediate 154 1 60 s| 1519 143 § 144 4 147 6 150 6 15241 1535 156 1 156 9 154 7
7 Materials 148 3 15641 476 140 0 13s 1386 142 4 ld6.4{ 1505 152 4 153 8 1533
Industry groupings
8 Manutacturing 146 8 1536 1466 140 3 1391 140 6 143.4 146 4| 1491 150 6 1510 1502
Capaaity uttlization (percent)! 2
9 Manutacturing 84 4 857 790 757 749 75S 767 782 79 4 799 800 793
10 Industrial materials industries 850 874 798 757 737 406 76 4 78 4 80 4 812 817 812
1t Construction contracts (1972 = 100)} 1741 185 6 161 8 1450 148 0 1920 163 0 16701 2000 1930 1850 na
12 Nonagricultural employment, totat? 1318 136 6 1378 136 8 136 6 1370 137 4 1379 1382 138 5 1390 139 1
13 Goods-praducing, total 109 8 137 1109 1091 108 0 108.0 109.3 1o 107 111 111.7 111.4
14 Manutacturing, total 105 4 108 3 tod 7 102 9 1020 1025 1031 1037 ] 1043 104 4 104 6 104 7
15 Manufacturing, production-worker 1030 105 4 na 97 4 96 2 97.0 977 100 7 99 1 992 99.4 99.7
16 Service-producing, 143 8 149 2 152§ 152 1 1523 152 6 1527 1531 1533 1535 154 0 154 3
17 Personal income, total 27113 08 S 3429 3376 3430 3459 350 1 354 7 35813 61 4 364 9 na
18 Wages and salary dsbursements 258 8 289 5 347 3wy 36 31447 378 236 3280 330 5 1353 na
19 Manulacturing 2231 248 6 2015 254 2 2543 2585 2029 2006 2731 275 8 280 0 na
20 Disposable personal income’ 268 7 3015 335 3380 348 v
21 Retail sales® 2518 2816 300 290 4 299 | 3010 306 0 RO 33w 358 251 279
Prices?
22 Consumer 199 4 217 4 246 8 247 6 2478 249 4 2517 2579 2562 258 4 260 5 na
23 Producer finished goods 194 6 2161 246 9 244 9 2493 251 4 2514 25541 2550 2509 259 8 262.4

| The industrial
back to January 197

2 Ratios of indexes of production to indexes ot capacity Based on data from
Federal Reserve, MeGraw-Hill  conomies Department. and Department ot Com-
meree

3 Index of dollar value ot total constiucuon contracts, neluding 1esidential,
nonresidential, and heavy engmecung, trom MceGraw-thll Tnformation Systems
Company, F W Daodge Division

4 Based on data - Employment and Larnings (U'S Department ot Labor)
Sertes covers employees only, excluding personnel i the Armed Forees

5 Based ondatam Survey of Current Busimess (U S Departiient of Commerce)
Series for disposable income is quarterly

8mtluclum and capaaity utthization series have been revised

2.11 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION

Scasonally adjusted

6 Based on Burcau ot Census data published m Survey of Curvent Business

7 Data without scasonal adjustment, as published i Monthly Labor Review
Seasonally adjusted data tor changes i the price indexes may be obtained trom
the Buicau of Labot Statstics, U' S Department ol [ abor

Noit Basie data (not mdex numbers) tor series mentioned i notes 4, 5. and
6, and mdexes tor series mentioned i notes 3 and 7 may also be found i the
Starvey of Current Business

Figures tor mdustrial production tor the last two months are prehmmary and

estimated, 1espectively

1980 1980 1980
Series
0l Q2 om 4 Ql Q2 Q3 4 (o] Q2 Q3 Q4
Qutput (1967 — 100) Capacaity (pereent ot 1967 output) Utilization rate (pereent)
1 Manufacturing 152.8 143.9 L0 148.7 183.3 184.8 186.3 187.8 83.4 779 75.7 79.2
2 Primary processing 1605 1450 179 6 1530 88,5 190 ¢ 1915 193 0 851 763 9 793
3 Advanced processing [Bh 1433 141 8 146 4 180 § 182 0 1835 185 0 825 787 773 791
4 Materials 156.3 145.1 139.2 149.8 182.8 184.3 185.8 187.2 85.5 78.7 74.9 80.0
S Durable goods 1550 140 6 1315 1451 1872 188 6 1900 1915 828 74 6 69 2 758
6 Metal matenals n71 10O 6 866 1099 1407 140 8 1409 1410 832 714 615 780
7 Nondurable goods 1793 1660 1619 175 § 199 8 20240 204 3 206 5 89.7 822 792 850
8 Texule, paper, and chemical 187 5 1719 165 6 182 6 208 3 2110 2137 2162 90 0 815 775 845
9 Textile 12006 1164 1134 131 138 8 1392 1396 1400 86 Y 837 812 80 8
10 Paper 146 1 142 1 1429 149 4 154 7 156 0 157 4 158 8 94 § 910 90 7 940
‘1 Chemieal 2336 2083 1979 226 8 260 4 264 0 208 7 27129 89 7 787 736 81
12 Energy materialy 1308 (300 129 6 1292 15t 151 8 1526 1571 866 856 850 84 4
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2.11 Continued
Previous cyele! T atest evele? 198 1980 198
Senies
Lhgh J I ow Hhgh J [ow lan Aug Sept Oct Nov Dec? Jan ’ feb
(dmul) utilization tate (pereent}
13 Manulactuning 88 0 09 0 872 749 8y9] 755 767 787 79 4 799 800 793
14 Prunary processing, 91 8 o8 2 Yo 1 709 86 4 725 752 776 796 807 80 8 798
15 Advanced processing 855 0 4 RO 2 771 87 771 77 L 790 M6 77 M0
16 Matendls 920 a4 888 737 86 40 76 4 78 4 80 4 812 817 812
17 Durable goods 91 3 636 88 4 o8 0 830 ol 04 735 765 773 780 772
18 Metal materials 98 3 68 6 96 0 R4 841 622 H1 Y 715 814 810 815 803
19 Nondurable goods PR 672 90 9 76 8 904 782 827 844 843 863 80 2 859
20 fextile, paper, and chemical 951 653 1 4 745 91 2 764 816 BRI R 8y 7 859 85 0 853
21 lexnle 92 6 579 901 79 5 86 6 795 820 821 807 795 800 795
22 Papet 99 4 724 97 6 881 96 () 9 2 93 9 930 941 94 9 92 9 91 4
23 Chenucal 98 5 04 2 91 2 04 6 912 728 w87 821 820 852 8513 853
24 1 nergy matenals 946 848 883 83t 862 852 ha 831 85 S 845 842 838
1 Monthly igh 1973, monthly low 1975
2 Prehimunary, monthly highs December 1978 through Tanuary 1980 monthls
lows July 1980 through October 1980
212 LABOR FORCE, FMPI OYMENT., AND UNEMPI OYMENT
[housands ol persons, monthly data ate seasonally adjusted  Exeeptions noted
1980 1981
Categony 1978 1979 1980
Aug Sept Oct Naw ¢ Dec Tan teb
Houstioto Sereey Dy
t Noninstitutional population' 161,058 163,620 166,246 166,578 166,789 167,008 167,201 167,396 167,585 167,747
2 Tabot toree (inctuding Atmed Forees)! 102337 104 990 106 821 107 059 107,101 107 288 107 404 107,191 107,668 17 802
3 Civihan dabor foree 100 420 102,908 104 719 HESC AN 104,980 103,167 105 78S [0S 067 165 543 1S 681
1 mplovment
4 Nonagricultural industiies? 91 031 93,618 93 9603 93,793 93,781 93 887 93 gYy DRENY 44,204 U4 6do
bl Agricalture 334 3,297 33 32100 3,399 1319 30 3,304 1403 3 281
Unemplovment
6 Numnber 0047 59603 7 48 7042 7 800 7901 7 940 7985 7.847 7.754
7 Rate (pereent of asilian labor toree) 60 SR 71 76 74 76 79 74 74 73
& Notmn labor toree S8 521 SR8,023 hUEAR 95149 39,087 9717 9 797 ol 205 S9.917 9 940
FSTABLISHMENT SURMVEY DAy

9 Nonagricultural paysoll employment? 86,697 89,886 90,652 90,142 90,384 90,710 40,961 91,125 91,499 91,550
10 Manutactunng 20505 21062 20365 19 940 20 044 00187 20082 RIS 0,350 20,370
11 Mg 851 900 1025 1013 1028 1,037 1054 1,072 1084 1.090
12 Contract construction 4229 4483 4 68 4 359 04 4442 1475 4 308 4.608 4,500
13 Transportation and pabhe utilities 4923 S 5158 S 129 S 124 S 47 8132 S 137 S 148 5,147
14 Trade 19,542 20,269 20571 20589 20,620 200 641 20,660 20,638 20,782 20,892
15 Fanee 4,724 4,974 S 162 S 180 5194 S.214 5,208 S 248 5,205 5,275
16 Service 16 252 17 078 17.736 17 788 17 861 17913 17 909 18.068 18,135 18,164
17 Government 15,672 15,920 1o 171 16 144 16109 16,159 16 104 16 145 16,127 16,112

I Persons 16 years of age and over Monthly hgures which are based on sample
data, relate to the calendar week that contans the 12th day, annval data are
averages ot monthly tynres By detuntion, seasonahty docs not exsst in population
tigures Based on data from Dmployment and avumgs (U'S Department of T a-
hor)

2 Includes seft-employed, unpaid tamily, and domestie service worhers

1 Data mcdude alb full- and pat-nme employees who worked duning, ot
tecerved pay for, the pay penod that mcludes the 12th day ot the month, and
exclude proprictors, self-cmployed persons, domeste servants, unpad family work-
ers, and members of the Aimed Torees Data ate adjusted 1o the Match 1979
benchmark and only seasonallv adjusted data aie avalable at this iime Based on
data trom {mploy ment and Lanngy (U'S Department ot [abon)
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2.13 INDUSTRIAL PRODUCTION

Monthly data are scasonally adjusted.

Indexes and Gross Value!

1967 1980 1980 1981
Grouping Pro- 1 Aver-
or- .
lt)um age Feb Apr May | Junc | July | Aug | Sept Ou Nov Dec Jan.? | Feb.e
Index (1967 = 100)
MAJOR MARKL (
I Total index 100.00 | 147.1] 152.6 | 148.3| 144.0| 141.5] 1404 | (41.8| 144.1 | 1469} 149.4| 150.9 | 151.5( 150.8
2 Products 6071 1467 15017 1466 1437 1425 1428 14381 1453 ) 1472 1487 1499] 1501 ] 1491
3 Final products 4782 14540 1477 14540 143 1) 14237 1424 1428 ) 1439) 1458 1475) 1482] 1483 ) 1476
4 Consumer goods ... 27681 1455] 1484 1453 1424 1421 1420 1427 1443 | 1466 1480 14771 1474 146.5
5 Equpment .. 20141 1451 ] 14667 14561 1440) 14261 1429} 14209} 14321 1448 14671 1489 ] 1494 149}
6  Intermediate products 1289 ] 1S19] 1592 | 1508 1462 1435] 1445| 1476 1506 1524 1535] 156 1| 156.9( 154.7
7 Materials 39290 1476 1565 1S10] 1443 1400 1365| 1386} 1424 1464 1505] 1524 (53.8( 1533
Consumer goods
8 Durable consumer goods 7800 1365 1445 1363 1288 1282 1283} 1286 13271 139.6| 1429 1411 1383 1371
9 Automotive products 283 1327 1421 1263 1I8S| 1216 1292) 1215 1306 1418 14531 139.1| 1272 129.5
10 Autos and utility vehicles 2031 1099 1246 1023 26 97 1| 1064 94 1 1055 1202] 1243 1159 99.7] 103.4
11 Autos ... .. 190] t034| 1168 97 1 88 4 95 7| 1052 913 9801 107 1143 1053 90.0 96 0
12 Auto parts and allied goods 801 04 15671 1872 18400 1837 1869} 1911 1942 19681 1986 1980 ] 1969 196.0
13 Home goods Lo S06| T 1458 1420 1346 | 1320 1277 1326 1340} 1383 141.5| 142.2] 1445| 1414
14 Appliances, A/C, and I'V P40 [ N7 1) 1223 148 1028 ] W56 | 1023 1142) 1163 ] 1235 1284 | 126.8] 131.7| 124.5
15 /{)pplizmccs and TV 1331 H9S| 1244 7S] 1060] 1085 1034 1142] 761 1256 1310 1292] 1333
16 Carpeting and furniture LO7[ 1SS0 1682 | 1658 15421 1467 1361 140.1] 1460 1502 1549 15637 1570
17 Miscellancous home goods 259 1436 1494 M68| 1438 1402 11| 1391 1386| 1415 1430 1448 1463 | 1450
18 Nondurable consumer goods 1979 1492 1500 488 1477 14706 1474 1483 1489 1494 1501 | 15047 1510 1502
19 Clothing . 429 1208 1307 12871 12791 1267 1225 1236 (221 1251t 127.3( 1241 - .
20 Consumer staples 1550 1S53 1S54 1545 1832 153.4| 1543 15511 1563 1S6.1| 1564| 1576 1583 | 157.8
21 Consumer foods and tobacco 833 1470] 1465 1462 146 1| 1462 1464 1460 1470} 1477 1480 149,11 1488 .. ..
22 Nonfood staples . . TA7 [ 149 1656 1640| 1615 1617 1636 16571 16711] 1659 1662 | 1676 169.4| 168.5
23 Cansumer chemical products 2630 20871 2008 20691 20301 20260 20431 2003¢ 213045 218021 2100 2125] 2153 C
24 Consumer paper products 1,92 1229 1225 1204] 1202 1206 1215 12201 1223 1248 1273 | 1270 1284
25 Consumer energy products 202 1519 1509 15281 1501 1509 ( 1S3S| 1539 154.0| I151.5] 150.8| 1522 153.5
26 Restdential utilities 145 1712 1625 1725 1698 | 170 1| 176 5| 1786 17831 1750 171.8| 171.2 .
Equipment
27 Business 1263 1733} 176,01 1742 1719 | 1698 1701 1703 170.51 172.3) 174.5] 177.5| 1783} 177.7
28 Industnal 677 1S70f 1592 1593 1ST8| 1552 1548 1545/ 1542 15441 1571} 160.1 | 163.4 [ 164.3
29 Building and mining 144 24131 2316 2395 2422 2410} 2444 2436 2434 24431 250.1| 255.7| 267.5| 273.6
30 Manufacturing . ARS| 1284 1331 1319 1295 1261} 1260 1244 1239 1239 1264 | 1296 130.1| 1298
3 Power . 147 1490 18641 1523 1491 1471} 1420 1459 1461 | 1461 | 146.0| l46.1| 1480 1473
32 Commercial transit, tarm . S86( 19211 19551 191S| (882 1867 1878 1884 | 1894 | W28 19471 197.6] 1955 1932
33 Commercial 326 2375 2387) 2356 2320 | 88| 2290 2336| 237.2] 2420 244 0| 2483 | 247.9| 246.1
M4 Transit 193 1294 1454 1430 1363 13801 1409 1384 1338] 1350 136.6| 137.9 1322 1280
35 Farm 671 12321 1299 (14| 1246 1216 1225 2.7 68| 1202 1219} 1231] 1227 .
36 Defense and space ... 751 97 8 972 976 972 96 8 972 99| 974 95 9.8 1007 1010 101.2
Intermediate products
37 Construction supplics 642 1407 15381 1394 1330 1285 1286 1331 | 1374 1405 1428 1447 1469 | 1431
38 Business supplics 647 1629 1645 1620 1594 1584 1604 161.9] 163.6 ] 16431 1642 1675]| 166.8 .
39 Commercial energy products L4 17361 1717) 1748) 1720) 1687 1721 ) 173.7) 1752) 1746 1740} 1792] 1759 .
Materrals
40 Durable goods maternials 2035 1431} 15481 1482 1398 | 1338 1290 1313 ] 1342 14047 1466 1484 ] 1502 | 1488
41 Durable consumer parts 458 1090 1199} 1loe] 100t 96 0 939 981 10427 L1I08] HISS| 1163 | 1169] 1149
42 Equipment parts S44 0 16731 1989 1958 (908 1825 1776 1763 17601 1785 1840 | (858 189.2 | 188.4
43 Durable materals ne ¢, 1034 1350} 1470 1398 130S| 1250 1189 12241 1254 1334 140.6| 142.9| 1443 ] 429
44 Basic metal materals 557 W40 ] lted4| 1093 100 Ys 9 84 7 89 4 9171 1020 1144} 11S0] 1154
45 Nondurable goods matenals JO47 0 17071 1799 17321 1652 1596 15621 1598) 1697) 1737) 174 1| 1787] 1793} 1791
46 Textile, paper, and chemical matertals 7627 1770 1WR 1 1807 17057 1634 ISBS] 1632 1751 1805] 1810 ] 1864 ] 186.4 [ 1865
47 Textile materials PES| 160 1200 U770 1176 140 1144 11103 1147] 149 130 1147 1121
48 Paper materials 162 1452 Mo 0| 12| 1417 1434 1384 1420 14821 1473 1495 1513 147.7
49 Chemical materials 15| 2167 2348 2243 2073{ 1933 1861 1949 212.6} 2229 2238 23316 2347
50 Contaners, nondurable 170 1651 1706 | 66 R| ISS8| 1577 15390 15881 (672} 1686 | 1666( 1697 1727
51 Nondurable materials n e.c V4] 1373 1387 1330 1364] 1368 1366 13791 137.21 1357 139 1| 1411] 1415
52 Energy materials K48 | 1300 131L.5] 13001 12960 1304 1304 (300| 1284 1272 1309 | 1296 131.1| 132.2
53 Prmary encrgy 4651 1490 1370 Medf N6 173 HS6] 1H40] 11437 11370 1450 U3 14
54 Converted fuel matenals IB2| 14821 1531 | 1469 14587 1464 | 1484 14941 1454 1436 1509 1495] 1519
Supplementary groups
55 Home goods and clothing 935 1332 1O 1359 131851 1295 | 1253 | 1285 1285} 1322 1350 13v9| 1353 | 1328
56 Encrgy, total 1223 138 7 139 4 139 1 13791 1384 1392 139 2 138.2 1368 1392 1391 1401 140.0
57 Products 376 IS85 1572 1S9S| 15677 1563 1591 1599) 1605) IS8S| 1579 1604 1603
58  Materials 848 | 1300 13158 1301 1206 1304 1304] 13001 1284 1272 1309 1296 1311 1322

For notes see opposite page
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2.13 Continued

1967 1980 1981
1980
ro-
Grouping sIC gur- Avg
code ton Feb Apr May | June July Aug. | Sept. | Oa Nov y Dec, | Jan.p | Febe
Index (1967 = 100)
MAJOR INDUSTRY
1 Mining and utilities . ........ 12.05 1504 ( 1490 150.1) 149.6 | 150 1| 1S0.1| 150.5| 150.5| (50.2| 1528 | 153.4| 155.4| 155.2
2 Mining .......... . cee 636 1328 ( 1329 1331] 133.44 1329 1306 129.6 1305 1321} 136.0] 13821 1405 141.5
3 Utdities . .. ... 5.69 1699 1671 169.1} 1677 16931 1718 1738 1727 1704 | 1715} 1704 172.0| 170.4
4 Electric .....  ....... o] 3.88 1897 1857 187.9| 186.0| 188.7 | 1924 | 1954 1939| 1903 915} 1903 . [ .....
5 Manufacturing .. A . 87 95 146.6 | 1530 1479 | 143.41 1403 | 1392 | 140.6( 1434 | 146.4| 149.1| 1506 1510 150.2
6 Nondurable ... e Lo 13597 161,11 1659 | 161.6] 158.0( 1553 1547 1569 1603 1628 1633 1651 | 1652 1851
7 Durable ..... PN . 51.98 136.6 | 144 1| 1384 1333 | 1299 1283 | 1294 | 131.7 | 1358 1393 | 1405] 1411] 1399
Miung
8 Metal .... .. e . 10 .51 109.1 | 1366 123.5| 1208 1200| 83.1 72 731 908 1072 1221] 1226 . . .
9Coal........ . ., ..o f1I2 .69 146.7 ( 136.0 | 1434 | 1450 1500 | 1498 | 1549 1489 1457| 151 6| 1553 150.3| 156.2
10 Oil and gas extraction ........ 13 | 4.40 133.61 1304 1325 133.9| 1332 13431 133.6| 1347 1354 1374 137.4( 140.7( 1425
11 Stone and earth minerals 14 75 1317 1423) 1331 1281 1239 123.7; 1235 1282) 1290 1330 | 137.8] 1427
Nondurable manufactures
12 Foods ...  ......... ... . 20 8.75 14931 1490 147.8] 149.5| 1490 | 1489 | 1483 | 1486 1494 1505 1514 15L.1f . . .
13 Tobacco products .. ...... 21 67 1198 1200 1219} 116.2| 113.9( 1196 1174 1190 | 1231} 1251 18R | ...,
14 Textile mill products . .. 22 2.68 1368 1440 1399 1371 1336 13251 1326 1330/ 1338 1350 1332} 1338} .. .
15 Apparel products .......... 23 1 331 12861 13381 131.3] 12861 12724 121.5] 1238] 126,74 127.5] 1280 1250 .. ..
16 Paper and products ........ 26 321 1500 153.6| 1482 1457 1462 143.6| 147 1| 1523 | 153.0| 1544 156.5| 1554 | 154.1
17 Printing and publishing . 27 4.72 1396 1399 1365 1355 1354 1386} 1403 1403 | 141.5( 1427 1449 1456 146.2
18 Chemucals and products ... .... 28 | 7.74 206.7 2174 209.1( 199.2 1911] 1903 197.8| 2068 | 209.1| 2120| 21881 219.0| . .
19 Petroleum products . . ...... 29 | 179 1349 1446 1374 133.0| 1313 130.5| 1267] 130.5| 130.1| 131.2| 136.8| 1374| 136.5
20 Rubber and plastic products ... 30 2.24 255.8| 2668| 261.8| 248.1} 2429 | 242.5( 2459 | 2531 259.2| 2596 | 259.2| 259.9 .
21 Leather and produets ..... . .. 3 .86 7001 7331 6991 7011 68S| 678 677) 672} 702 M2| 678| 67.8
Durable manufactures
22 Ordnance, private and
overnment ... ... . 1991 | 364 779 7720 725 7791 7751 771 7721 771 79.1 7961 795} 69.6] 798
23 Lumber and products .... 24| 164 11931 130.2| 1052 1045| 1097 12.8| 121.7 | 122.6 | 1222 124.9| 1220 1223 .....
24 Furniture and fixtures ......... 25 | 1LY 15000 15920 157.1] 14951 143 1] 1386 | 14L.1| 14481 1472 1472 149.0| 1485) . ...
25 Clay, glass, stone products ... . 32| 274 146.5| 1624 1488 | 140.8| 1345| 1342 1357 1414 1452 1478 151.5] 154.0
26 Primary metals ...... . .o 33 | 657 1016 1119 1W064] 961 9041 8L7[ 8601 90.1] 1006 1134 1121] 1129 1117
27 Ironandsteel . . ........... 331.2 4.21 91.7| 1034 97.4 84.4 75.4 68,1 753 798 9331 1074 103.6] 106.4 .
28 Fabricated metal products . . . 34 593 1350 | 1457) 1414 1332 1261 1238 125.8| 129.0 ] 1328 134.1 | 1374| 1382 1379
29 Nonelectrical machinery 351 9.15 1627 167.0| 163.2] 162.1| 1583 | 158.5| 1588 159.1| 161.1| 163.4| 167.1| 168.8 | 168.1
30 Electrical machinery .... ...... 36 | 805 1727) 1792 177.0 1714 1666 1650 166.7| 1675| 170.0) 173.01 1749 | 177.7] 175.4
31 Transportation equipment . 371927 116,81 1257 115.1| 1098 1100 110.7} 1083} 1129 88| 121.7| 1206 1174 116.4
32 Motor vehicles and parts . 371 4.50 118,81 133.9) 114.7] 1059 1067) 107.9] 1044 1134) 1242 129.0) 126.3] 1190]) 117.9
33 Aerospace and miscellaneous
transportation equipment | 372-9 | 477 1149 1181 1155 113.5| 113 1| 1134 1119 112.3] (136 1148 1152 116.0( 1149
34 Instruments ..... e 38 211 1710 1748 1738 171.0( 1692 167.5| 167.6| 1674 1696( 169.9( 172.1| 1736 171.6
35 Miscellaneous manufactures 39| 151 147.8| 1516 1512 1473 437| 1447 | 1442 1428| 1450 1475| 1495| 151.6| 150.7
Gross value (billions of 1972 dollars, annual rates)
MAIOR MARKET
36 Products, total ,..... ... ceead | 5074 602.0] 619.8) 599.5| 588.6| 585.0) 586.7 | 585.9| 593.3) 604.7| 610.9| 615.1]| 6144 609.6
37 Final .......... . P 390.92 | 4654 476.4 | 464.5| 457.3| 455.6| 45691 453.0| SB.O| 467.7| 4730} 475.0( 472.7( 4704
38 Consumer goods .. .......| ..i. 277.52 | 313.5( 3200 312.5] 3063 3058} 3077 305.1| 3090| 316.6] 3200| 319.9( 317.7( 3158
39 Equipment . ..., . 113,42 15191 1563 152.,0| 151.0| 1498 1492 | 479 1490 151.1| 1530 155.1| 155.0| 154.6
40 Intermediate ... .. ........... - 116.62 | 1367 143.41 13500 13131 1294 1299] 1329 13531 1371] 1379 140.1| 1417] 139.2
1. The industrial production series has been revised back to January 1979. Nort, Published groupings include some serics and subtotals not shown sepa-
2. 1972 dollars. rately For description and historical data, see Industrial Production—1976 Revision

(Board of Governors of the Federal Reserve System Washington, D.C ), Decem-
ber 1977,
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2.14 HOUSING AND CONSTRUCTION
Monthly figutes ate at scasonally adjusted annual rates except as noted.
1980 1981
Item 1978 1979 1980*
June July Aug Sept Oct Noy ¢ Dec? Jan
Private residential real estate activity (thousands ot umts)
Nrw U~tis
1 Pernuts authonzed 1.801 1.552 1171 1078 1.236¢ 1.361 1.564 1333 1,355 1235 1,213
2 l-tanmuly 1183 Y81 704 028 781 857 9i4 819 812 743 703
3 2-or-more-fanuly 618 570 407 450 455 S04 650 sS4 543 492 510
4 Started 2,020 1,745 1.292 1,184 1,277 1411 1 4827 1.519 1,550 1,532 1.585
5 I-tamly 1,433 1,194 852 7600 867 971 1.0327 10091 1.019 971 941
6 2-or-more-tamily 587 551 440 424 410 4407 450 S 53 S0l G644
7 Under construetion, end ot pertod! 1310 1.140 903 871 851 843 868 880! w7 918 na
8 I-tamly 765 639 519 474 473 474 S00 S15¢ 331 537 na
9 2-or-more-fanly 546 501 RN 397 378 369 168 371 376 381 na
10 Completed 1.86K 1,855 1498 469 1.502 1.405 1.256 1.285 1.209 1,380 na
1 I-tanuly 1,369 1.286 954 88 876 917 753 81y 824 897 na
12 2-or-more-tanuly 499 570 S44 583 620 488 S03 4667 445 483 na
13 Mobile homes shipped 276 277 222 166! 07 208! 239 230y 239 261 na
Merchant bradder acerviry e D-fanuly
s
14 Number sold . 818 709 331 532 625¢ 6lo 563 49 584 527 493
15 Number tor sdle, end ot penod! 419 402 342 341 335 3y 135 34 138 137 330
Price (thowsands of dollars)*
Median
16 Units sold 558 027 049 605 4 04 4 0632 o8 S 6o 1 672 67 8 672
Average
17 Unts sold 0627 719 766 703 7608 76 5 803 nr 821 819 796
FxistNG UNtrs (1-tamnly)
18 Number sold 3,905 3,742 2881 25700 2,920 2070 32800 320 2.960 2910 2,580
Price of wnts sold (thous  of dollars )2
19 Meduan 487 S5 8 a2l 034 641 04 9 042 0627 64 3 630 045
20 Average 551 64 0 727 741 ™7 762 755 774 49 740 761
Value of new constiuction® (millions of dollais)
CONSTRUCTTON
21 Total put in place 205,457 | 228,948 1 227,775 | 215,021 214,315 | 215,149 | 223,660 | 226,132 231,564 | 242,376 | 255,638
22 Prvate 159,555 | 179948 | 172,622 [ 161,349 | 158,593 | 162,057 | 167.882 | 171,053 177,861 183,990 [ 191,954
23 Reswdential 93,423 99,029 86 210 73,360 74277 78 032 84,378 87.375 93 092 95,978 100,682
24 Nonresidental, total 00,132 80,919 86,412 | 87989 84316 83,425 83,504 83.078 84,169 88,012 91,272
Buildings
25 Industrial 10,993 14,953 14,021 15.022 13.267 11,046 13,102 12.4996 13,392 15,079 14,393
26 Commeraal 18,568 24,924 20344 | 29.609 28.063 27.993 27,425 28,417 28,888 30,192 33,574
27 Other 6.739 7427 8,533 8.250 8115 8,095 8.447 8,760 8,799 9,086 9,804
28 Pubhic utilities and other 29.832 13,6018 4S54 38002 34871 34291 34 530 33.505 33090 33,455 33.441
29 Public 454901 49,001 SS 1S4l 53.072 55.721 33,092 55.778 55.078 53,703 58,380 63,684
0 Military 1.501 t.641 1.876 1.748 2,041 2315 1.717 2044 1.860 1.818 2,127
31 Highway 10.713 1LY1S 13.450 14.012 13,758 11,334 13.804 13,550 12,427 13.347 nad
32 Conservation and development 4457 4,580 5,081 4.241 5 896 4,353 5.001 4.763 5,109 5.007 na
33 Otha 29.230 30,859 WT747 1 3071 34.020 35.090 35,166 34.621 34.301 37,6014 na
{ Not at annual rates Nort Census Burean estimates tor all sertes except (a} mobie homes, which

2 Not seasonally adjusted

3 Value ot new construction data in recent pertods may not be strictly compatable
with data i prior periods due to changes by the Bureau of the Census mos
estimating lcc‘mlqucs For a deseription of these changes see Construcion Reports
(C 30-76-5), ssued by the Burcau m July 1976

are puvate., domestic shupments as reported by the Manutactuted Housing Institute
and seasonally adjusted by the Census Bureau, and {b) safes and prices ot existing
units, which are published by the National Association ot Realtots Al back and
cuttent hgutes are avarlabte from onginating agency  Perout authonzations are
those reported to the Census Burcau trom 16,000 junisdictions beginning with 1978
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2.15 CONSUMER AND PRODUCER PRICES

Pereentage changes based on seasonally adjusted data, except as noted

12 months to 3 months (at annual rate) to 1 month to Index
level
Jan
Item 1980 1980 1981 1081
1980 1981 1967
Jan Jan = 100)!
Mar ¢ Juner Sept Decr | Septr Oct Nov * Dec Jan
CONSUMLR Prict 2
1 Allitems 13.9 11.7 17.3 11.4 7.8 13.2 1.0 L0 1.1 1.0 7 260.5
2 Commodities .. 136 103 153 54 132 110 L3 9 1a 6 2454
3 Food 89 102 33 58 197 13.1 L7 9 I 1.0 =1 268 6
4 Commodities less tood 157 105 207 52 10 6 99 11 9 9 6 10 2324
5 Durable 10.6 98 82 7.5 152 18 13 11l 13 4 3 2210
6 Nondurable 2213 112 kL 38 S0 62 4 3 5 7 21 245.3
7 Services 14§ 13.7 201 205 7 16 8 7 1.2 13 14 9 2877
8 Rent . 81 91 813 100 86 96 10 10 0 7 7 200.9
9 Services less rent 155 143 217 21 -3 17 8 7 12 14 15 9 304 2
Qther groupings
10 All items less food 151 120 203 127 57 132 Y 1o 11 1.0 10 2576
11 All items less food and energy 120 114 147 14 0 S8 144 Lo B! 11 11 2457
{2 Homeownership 211 14 8 26 264 =35 31 7 20 L7 LS 5 3358
ProODUCER PRICES
13 Fimshed goods . 133 10 8 175 84 135 7.8 3 9 5 5 9 259 8
14 Consumer 14 4 109 188 76 14,5 69 3 8 5 4 8 261 4
15 Foods 52 81 -9 —14 310 36 5 7 1 { 00 250.6
16 Excluding foods 194 12.2 297 121 76 85 2 8 7 5 12 2609
17 Capital equipment 96 108 136 11,9 99 114 N 17 1 9 10 2539
18 Intermediate matertals? 186 106 237 62 78 126 5 5 8 L7 1.3 296 6
Crude matenals
19 Nonfood 291 123 189 2 321 76 21 1.9 13 8 - B 4287
20 Food 3y 111 16 6 3 739 -41 7 1.5 2 =20 -11 270.6
I Not scasonally adjusted 3. Excludes intermediate materials for tood manutactuning and manutactured
2 Figures for consumer prices are those tor «ll urban consumers animal feeds

Sourcl  Bureau ot Labor Statistics
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2,16 GROSS NATIONAL PRODUCT AND INCOME

Billions of curtent dollars except as noted; quanterly data are at scasonally adjusted annual rates

1979 1980
Acount 7% Y 19801
04 Ql [02] 03 Q4r
GRrOSs NATIONAL PrODUCH
1 Total 2,156.1 2,413.9 2,626.5 2.727.5 2,571.7 2,564.8 2,637.3 2,732.3
By source

2 Personal consumption expenditures 1,348 7 1,5109 L0672 3 158213 1.631 0 1,626 8 1,682 2 1,749 2
3 Durable goods 1993 2123 2019 6754 2209 194 4 208 8 2234
4 Nondurable goods 529 8 602 2 6754 RS 1 601 1 6640 674 2 702 2
5 Services 619 6 096 3 785 1 7270 749 0 768 4 799 2 8237
6 Gross private domestic mvestment 3753 415 % 395 4 4100 4156 390 9 3771 398 1
7 Fixed mvestment 3532 98 3 400 8 108 6 413 1 KIS 3932 413.3
8 Nonresidential 2420 2197 2954 290 2 297 8 289 8 294 () 3000
9 Structures w7 96 3 108 6 1051 108 2 108 4 107 3 105
10 Producers’ durable (,(|Ulpm(_n| 163 3 183 4 186 8 1851 189 7 181 4 186 8 189 5
1§ Residential structures 12 1R 6 105 3 1206 1152 936 992 1133
12 Nonfarm 1069 1139 100 3 154 1101 889 94 5 1079
13 Change n business mventories 222 175 =53 -08 25 74 16 4 152
14 Nonfarm 208 134 —4 1 -44 LS [ -123 -7
[5 Net exports of goods and services Go {34 242 76 82 171 44 5 269
16 Exports 2198 2813 M0 1 306 3 373 3113 342 4 347 5
17 Imports 220 4 2679 3159 2987 129 1 3162 2979 2208
18 Government purchases ot goods and scrvices 4326 473 8 534 6 490 4 5108 5300 53315 558 ()
19 Federal 1534 1679 198 9 178 1 190 0 198 7 194 9 2121
20 State and local 2792 3059 3157 31813 3268 B3 1386 346 0

\ By major type of product
Z2%ePinal sales, total 2,339 2,396 4 2,631 8 2,497 1 2.569.1 2,557 4 2,653 4 2,747 5
z;Goo 3 946 6 1,055 9 1,131 2 1,078 4 11169 1,106 4 1,129 4 1,171 9
Durable 400 8 4512 458 8 448 1 456 4 444 0 456 5 477 R
... Nondurable S36 8 604 7 6723 630.3 660 5 6ot 8 6729 694 1
% SETViCes 976 3 1,097 2 1,229 5 1,142 8 1178 6 1.205 6 1,249 0 1,284 8
26 sStructures 2312 260 8 2658 2751 2762 2528 258 9 275.5
7-&Change 1n business inventories 22 17 5 S3 08 25 74 -160 —152
Durable goods 178 s - 41 -04 Hg 33 84 4
29 Nondurable goods 44 60 -12 -05 143 41 -77 -156
30 Memo Total GNI® in 1972 dollars 1,436.9 1,483.0 1,480.7 1,490.6 1,501.9 1,463.3 1,471.9 1,486.5

NaABONAL [NcovE

31 Total 1,745.4 1,963.3 2,119.5 2,031 2,088.5 2,070.0 2,122.4 n.a.
32 Compensation of employees 1,299 7 1,460 9 1,596 § L5181 1,558 0 1,569 0 1.597 4 1,661 6
33 Wages and salaries 1,105 4 1,235 9 1,343 6 1,282 4 1.314 5 1,320 4 13423 1,397 2
34 overnment and government z.nlLrmes 2196 2359 2536 2431 2467 250 S 2539 2633
35 Other . 8857 1,000 0 1,090 0 1039 1 1.067 9 1,069 9 1,088 4 1,133 9
36 SuEplcant 1o wages and salaries 194 3 2250 2529 2157 243 5 248 6 2550 2064 5
37 mployer contributions tor soctal surance 921 106 4 158 109 8 H2 o 113 6 116.0 1210
38 Other [abor income 1022 1186 1371 126 0 1309 1351 1391 143 §
39 Proprictors’ meome! 117 1 131 6 1307 136 3 1337 1249 129 7 1343
40 Business and protessional! 91 0 100 7 72 106 8 79 1016 W7 e Hig
41 Farm! 26 1 08 234 295 257 233 2t 226
42 Rental income of persons? 274 308 38 3to 312 s 20 24
43 Corporate protits! 1990 1960 8 1807 189 4 200 2 169 3 177 9 na
44 Profits before tax? . 2233 2554 24t 8 2554 2771 2179 176 na
45 Inventory valuation adjustment 243 426 439 50 8 ol 4 311 -417 414
46 Capital consumption adjustment -135 -159 -2 15.1 -154 - 176 =179 -17.8
47 Netinterest . 1158 143 4 179 9 156 5 165 4 1753 1853 193 6

I With mventory valuation and capital consumption adjustments
2 With capital consumption adjustments

3 For atter-tax protits, dividends, and the like, see table 149

SOURCE  Survey of Current Bustness (Department ot Commerce)



2.17 PERSONAL INCOME AND SAVING

National Income Accounts

Bilhons of current dollats, quartetly data are at scasonally adjusted annual rates  Exceptions noted,

ASI

1979 1980
Account 1978 1979 198
Q4 1 02 Q3 Qdr
P1RSONAL TNCOMI AND SAVING
1 "Total personal income 1,721.8 1,943.8 2,160.2 2,032.0 2,088.2 2,114.5 2,182.1 2,256.0
2 Wage and salaty disbursements 105 2 1,236 1 1,343 6 1.2822 1,314 7 1,320 4 1,341 8 1,397 7
3 Commodity-producing imdustises 389 | 4379 465 4 450 4 4617 456 0 460 1 484 1
4 Manutactureng | 299 2 1334 3507 340 4 3479 3432 146 7 3650
S Distmbutive mdustries 2705 303 0 1289 3150 226 232 1292 340 6
6 Service industuies 2261 259 2 2957 2137 283 6 290 8 2987 309 7
7 Government and government enterprises 2194 236 1 2536 243 1 2468 2505 2539 2633
8 Other labor mcome 1022 L8 6 137 1 1200 1309 135 L 139 1 143 5
9 Proprictors” mcome! 172 131 6 1307 136 3 133 7 124 9 129 7 1343
1 Business and protessionalt 910 100 8 1072 106 8 1079 1016 107.6 111.8
Il barm! 26t 308 234 205 257 233 22 1 226
12 Rental income of persons? 274 305 318 310 312 31 S 320 324
13 Dividends 43| 48 6 54 4 501 524 542 55 1 561
14 Personal mterest meome 1732 2096 256 2 2257 2399 25%6 201 8 269 4
15 ‘Transter payments 2233 249 4 2942 203 1 2717 2807 107 3139
16 Old-age survivors, disabihty, and health insurance benetits 162 131 8 153 8 139 3 142 0 144 7 163 2 165 3
17 11, Personal contibutions tor soaal msurance [(OR0] 80 6 879 824 862 859 88 1 912
18 T Quals Personal mcome 1,721 8 1,943 8 2,160 2 20320 2,088 2 2,114 5 2,182 1 2,256 0
19 Tiss Personal tax and nontax payments 258 & 020 33806 32t 8 323t 3303 3415 3593
20 Louars Disposable personal mcome 14029 Lo4t 7 L8216 17101 1,765 | 1.784 1 1.840 6 1,896 7
21 Liss Personal outlays 1,380 6 13555 1719 8 [,629 4 1.678 7 1.674 | 1,729 2 1,797 2
22 Louars Personal saving 763 862 101 8 807 86 4 o0 int.4 99 5
Mivo
Per capita (1972 dollars)
23 Gross nanonal product , 6,568 6,721 6.640 6.730 0.768 0,580 6.597 6,645
24 Personal consumption expenditutes 4,136 4,219 4,196 4251 4,251 4,134 4,172 4,229
25 Disposable personal imcome 4,487 4,584 4.571 4.596 4,600 4,532 4,565 4,585
26 Saving rate (pereent) 52 52 50 47 49 62 61 52
GROSS SAVING
27 Gross saving 355.2 412.0 400.7 402.0 404.5 394.5 402.0 .,
28 Gross privdte saving 355 4 398 9 433 1 396 4 4130 4359 446 5 na
29 Personal saving 763 862 101 8 80 7 86 4 1100 111 4 99 5
30 Undistnbuted cotporate profits! 579 59 1 440 06 S2 1 421 428 n,a
31 Corporate inventory valuation adjustment - 243 426 419 S0 8 6l 4 31 417 41 4
Caprtal conmsumption allowances
32 Corporate 136 4 155 4 175 4 16t § 167 1 1730 178.4 183 2
13 Noncorporate &K 98 2 s 103 6 107 4 {17 1134 1158
34 Wage acctuals less disbursements 0 0 0 0 0 0 5 -5
35 Gavernment surplus, or dehat (- ), national income and product
accounts 02 1y -4 44 17 296 4506 na
36 Federal 292 14 8 623 245 3613 66 5 -742 nd
37 State and local 290 267 28.8 289 266 21 28.0 0.
38 Caputal grants 1ecerved by the Umted States, net 0 [ L1 11 ] Lt LI 11
39 Gross investment 361.6 414.1 402.5 401.3 407.3 392.5 405.0 405.0
40 Gross private domestic 3751 4158 395 4 410 0 415.6 3909 3771 398 1
41 Net foreign - 133 - 70 -87 —-R83 1 278 609
42 Statistical discrepancy 6.4 2.2 1.7 -0.7 28 -19 RN n.a.

L With inventory valuatton and capital consumption adjustments

2 With capital consumption adjustment

SOuURCE

Survey of Current Businesy (Department ot Commerce)
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3.10 U.S. INTERNATIONAL TRANSACTIONS Summary

Millions of dollars; quarterly data are seasonally adjusted cxcept as noted.!

1979 1980
Item credits or debits 1977 1978 1979
Q3 Q4 Q1 Q2 Q3r
1 Balance on current account . . — 14,068 - 14,259 — 788 1,099 - 1,802 -2,610 -2,431 4,900
2 Not scasonally adjusted . . R T —-2,909 486 -2,426 — 680 480
3 Merchandise trade balance? —30,873 —33,759 — 29,469 —7.060 -9.225 — 10,850 -7.505 —-2,828
4 Merchandise exports ... e . 120,816 142,054 182,055 47,198 50,237 54,708 54,710 56,288
A Merchandise imports — 151,689 —~ 175,813 —~211,524 —54,258 —59.462 —65,558 | —62,215| —59,116
6 Miltary transactions, nu } e 1,628 886 ~1,274 —443 -700 -922 —994 -632
7 Investment income, net? . . . . . 17,988 20,899 32,509 9,319 8,883 10,094 6,133 8,467
8  Other service transactions, net . . ... e e 1,794 2,769 3.112 690 792 880 1,261 1,370
9 MreMo: Balance on goods and services+ .. —9,464 -9.204 4,878 2.506 —250 - 798 -1,105 6,377
10 Remittances, pensions, and other transfers . — 1,830 — 1,884 -2.142 —529 - 665 — 565 — 564 —574
11 US government grants (excluding military) ~2,775 ~3.1n ~3,524 —878 — 887 -~ 1,247 - 762 ~903
12 Change m U S government assets, other than official re-
serve assets, net (increase, —) . .. .. . . -3.693 —4.644 -3,783 - 766 -925 - 1,467 -1,191 —-1,320
13 Change in U § otticial reserve assets (increase, —) ~375 732 -1.132 2,779 —649 —3.268 502 -1,109
14 Gold. — 118 —65 —65 0 —65 0 0 0
15 Specml drawmg rights (SDRs) . - 121 1,249 -1,136 0 0 1,152 112 261
16 Reserve position in International Monclary Fund -294 4,231 — 189 -52 27 —34 -99 —294
17  Foreign currencies . 158 ~4,683 257 2.831 -6l -2.082 489 —554
18 Change m U S private assets abroad (increase, ~)3 . .. -31.725 -57,279 - 56,858 -27,228 —-11.918 -7.976 | —-25,023} 17,767
19 Bank-reported claims C . . . - 11,427 —-33.631 —25.868 —-16,997 -7.213 -274 1 -21.051| —12,477
20 Nonbank-reported claims . . . . R . —1,940 ~3,853 -2,029 —9 2 410 - 1,474 147 na
21 U S. purchase of foreign securities, net .. . - 5,460 —3.450 —4,643 -2,143 —986 —765 ~1,246 - 805
22 US direct mvestments abroad, net? . - 12,898 — 16,345 ~-24 318 ~7.156 -4,129 —5,463 ~2,873 —4,485
23 Change i foreign official assets in the Umited States
(Increase, +) . oo e 36,574 33,292 — 14,270 5,789 -1,221 -7.215 7,775 8,025
24 U.S Treasury securities . 30,230 23,523 —22,356 5.024 —-5,769 —-5,357 4,314 3,769
25 Other U.S, government obhgations 2,308 666 465 335 41 801 250 549
26 Other US government liabiliness ... ... .. e 1,159 2,220 ~-714 216 —924 181 737 305
27 Other U S liabthties reported by U.S banks .. . . 773 5.488 7.219 56 4,881 —3,185 1,652 1,989
28  Other foreign offtcial assets® ... . . ... S 2,105 1,395 1,116 158 550 345 822 1,413
29 Change n foreign private assets in the United States
(increase, +)3 14,167 30,804 51,845 19,152 5.246 14,409 174 2,978
30 US bank-reported hubilitics . 6,719 16,259 32,668 13,185 400 6,355 —4,208 36
31 U.S nonbank-reported liabihties 473 1,640 1,692 606 1.050 683 1,331 na.
32 Foreign private purchases of U S Trcasury sccuntics,
net . e 534 2,197 4,830 1,466 920 3278 -1.225 —254
33 Foreign purchases ot other U.S securities, net 2,713 2,811 2,942 677 313 2427 1,194 990
34 Foreign direct investments in the United States, net? 3,728 7.896 9,713 3218 2,563 1,666 3,082 2,206
35 Allocation of SDRs . Lo . 0 0 1,139 0 0 1,152 [t} 0
36 Discrepancy .. . . —880 11,354 22,848 —-825 11,269 6,975 20,194 4,293
37 Owing to scasonal .ldjuslmcnts P N —-3,641 2,400 -99 1,460 —4,022
38  Statistical discrepancy n recorded data before seasonal
adjustment G e e . . — 880 11,354 23,848 2,816 8,869 7,074 18,734 8,315
Memo:
Changes in official assets
39 US official reserve assets (incrcase, ~) -375 732 ~1,132 2,779 - 649 —3,268 502 -1,109
40 Foregn official assets m the United States
(Increase, +) 35,416 31,072 —13,556 5.573 =297 -7.39 7,038 7,720
41 Change in Orgamization of Petroleum’ I:xporlmg Countries
official assets in the United States (p"u'( of ine 23
above) . 6,351 = 1,137 5,508 1,676 4,955 2,930 4,749 4,380
42 Transfers under ml|l!dl’{) grdnl programs (excludcd from
lines 4, 6, and 11 above) . . 204 236 305 88 139 144 155 110
1 Seasonal factors are no longer calculated for lines 13 through 42 5. Primarily associated with military sales contracts and other transactions ar-
2. Data are on an lntcrnatmmchcounm (IA) basis Differs from the census basis ranged with or through foreign official agencies,
primanily because the [A basis includes imporls nto the U.S. Virgin Islands, and 6 Conssts of nvestments i U.S. corporate stocks and in debt securities of
ll excludes military exports, which are part of line 6 private corporations and state and local governments
3 Includes remvested carnings of incorporated affiliates,
4 Differs from the defimtion of “net exports of goods and services™ i the NotL. Data are from Bureau of Economic Analysis, Survey of Current Business
national income and product (GNP) account The GNP defimtion makes various (U § Department of Commerce).

adjustments to merchandise trade and service transactions.
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3.11 U.S. FOREIGN TRADE
Milhions of dollais: monthly data are scasonally adjusted
19807 1081
Item 1978/ 19797 19807
July Aug Sept Ot Nov Dec Jan
I I XPORIS ot domestic and toreign
merchandise excluding grant-md
shipments 143,052 181,860 220,684 18,267 19.086 18,828 19214 18,715 19,251 18,825
2 GENERATD IMPORIS mcludmg mer-
chandis  tor immediate consump-
tion plus entnies into bonded
warehouses 174759 209,458 249010 19,139 19.713 19,940 20,347 19,860 21436 23,194
3 I'rade balunce - 31,075 - 27,598 — 24,326 - 8§72 ~626 bl 1 V4 —1,134 — 1,145 —2,185 —4,369

Nott  The data in thas table are reported by the Bureau of Census data on a
trec-alongside-ship (t a5 ) vatue basts  that 15, value at the port of export Bepin-
ning w1981, toreign trade ot the US Vg Blands 1s induded mthe Census
busis trade data, this adjustment has been made tor all data shown i the table

The Census basis data difter trom merchandise trade data shown m table 310,
U S International [ransactions Sutimaty, tor ieasons of coverage and g On
the export side, the largest adgustatents are (¢} the additian ot expotts o Canada
not covered i Census statistics, and (B) the exclusion of mulitaty sales (which are
combined with other mibitary tansactions and 1epotted separately i the “service

3.12 US. RESERVE ASSETS

Milhons ot dollars, end of period

account’” u table 3 10, hne 6 On the mport side, additions are made tor gold
ship purchases imports of eledtnaaty trom Canada and other transactions, military
payments are excluded and shown separately as mdicated above

Sovrer  F1900 “Summary of US Export and Import Merchandise Tade™
(US Department of Commerce. Bureau ot the Census)

1980) 1981
Lype 1978 1979 1980
Aup Sept Oct Nov Dec Jan Tebr

1 ‘lotal! 18,650 18,956 26,756 22,691 22,994 23,967 25,673 26,756 28,316 29,682
2 Gold stock, including Exchange Stabili-

sation Fund! 11.671 o172 11160 11,172 11,168 tl 163 11162 11,160 11159 H 156
3 Spectal drawing nghts? 1,558 2,724 2.0610 4,009 4,007 3.939 31,954 2,610 1,628 31,633
4 Reserve Emsmun in Intemational Mone-

tary bFund 1.047 1.253 2882 1 564 1,665 1.671 1,822 2.852 2.867 3,110
S FToreign currencies? S 4,374 3.807 10 134 S 946 6,154 7.194 8.735 10,134 10,662 11,783

I Gold held under carmark at Federal Reserve Banks tor toreign and intet-
national accounts 1s not mcluded in the gold stock ot the Umted States. see table
322

2 Bcgmnuzﬁ July 1974, the IME adopted a technique tor valumg the SDR based
on a weighted average ot exchange rates tor the cutrencies ot member countries
From July 1974 through December 1980, 16 currenaces were used, trom January
1981, 5 currencies have heen used The U S SDR holdings and reserve position
n the IMF also are valued on this basis beginning July l‘)%t

3 Includes allocauions by the International Monetary Fund ot SDRs as tollows
$867 mulbon on Jan 1, 1970 $717 mulhon on Jan 1.71971, $710 millon on Jan
£ 1972, $1.139 mullion on Jan 1, 1979, $1.152 mihon on Jan 1, 1980, and $1.093
mdlon on Jan 1, 1981, plus net transactions in SDRs

4 Begimmng November 1978, valued at cunient market exchange rates

S Includes U S government secuntties held under repurchase agreement against
receipt of toteign currencies, it any
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3.13 FOREIGN BRANCHES OF U.S. BANKS Balance Sheet Data

Millions of dollars, end of period

1980
Asset account 1977 1978! 1979
June Julyr Aug © Sept.” Oct r Nov Dec »
All foreign countries

1 Total, all currencies . 258,897 306,795 | 364,233 376,722 377,817 386,457 385,884 383,178 389,011 398,207
2 Claims on United States . 11,623 17,340 32,302 29,069 29,085 36,864 29,341 30,476 30,617 28,480

3 Parent bank 7.806 12,811 25,929 18,565 17,552 26,711 19,685 21,440 22,254 20,661

4 Other 3,817 4,529 6,373 10,504 11,533 10,153 9,656 9,036 8,363 7.819
§ Claims on foreigners 238,848 278,135 | 317,175 330,171 331,320 332,522 339,188 335,418 340,647 350,795
6 Other branches of parent bank 55,772 70,338 79,661 76,061 75,196 72,558 73,856 72,458 74,043 76,556
7 Banks . . . 91,883 03,1111 123,413 | 132,667 134,710 136,617 139,924 138,246 139,929 144,443

8  Public borrowers? .. 14.634 23,737 26,072 25,632 25,474 26,113 26,740 26,548 26,935 27,690

9  Nonbank foreigners 76.560 80,949 88,0297 95,8117 95,940 97.234 98,668 98,166 99,740 102,106
10 Other assets ... 8,425 11,320 14,756 17,482 17,472 17,081 17,355 17,284 17,747 18,932
11 Total payable in U.S. dollars . .. 193,764 224,940 | 267,711 275,232 275,783 283,974 282,171 279,689 184,281 290,818
12 Claims on United States . 11,049 16,382 31,171 27,867 27.720 35,551 28,138 29,059 29,173 27,225
13 Parent bank . 7,692 12,625 25,632 18,254 17,236 26,390 19.414 21,043 21,853 20,310
14 Other..... 3,357 3,757 5,539 9,613 10,484 9,161 8,724 8,016 7,320 6,915
15 Claims on foreigners . . coe 178,896 203498 1 229,118 238,213 239,290 239,561 245,588 242,018 246,238 253,330
16  Other branches of parem bank 44,256 55,408 61,525 58,456 57,813 55,106 56,603 55,230 57,219 58,259
17 Banks ........ . . 70,786 78,686 96,2617 [ 104,982" 106,399 108,109 111,916 109,443 110,799 115,863
18  Public borrowers? 12,632 19,567 21,629 21,382 21,233 21,786 22,305 22,578 22,846 23,391
19 Nonbank foreigners 51,222 49,837 49,7037 53,393 53,845 54,560 54,764 54,767 55,374 55,817
20 Otherassets ........ 3,820 5.060 7422 9,152 8,773 8,862 8,445 8,612 8,870 10,263

United Kingdom
21 Total, all currencies 90,933 106,593 130,873 139,066 135,669 136,467 137,447 138,158 140,715 142,781
22 Clayms on United States 4,341 5,370 11,117 9,157 8,366 8,465 8,022 8,216 8,771 7.477
23 Parent bank 3,518 4,448 9,338 6,870 5,705 6,023 5,788 5,969 6,552 5,792
24 Other  ....... 823 922 1,779 2,287 2,661 2,442 2,234 2,247 2.219 1,685
25 Claims on foreigners . 84,016 98,137 | 115,123 124,059 120914 121,805 123,369 123,854 125,859 129,263
26 Other branches of parent bank 22,017 27,830 34,291 34,824 32,231 31,607 30,858 31,431 32,267 34,538
27 Banks .. .. . 39,899 45,013 51,343 54,855 54,824 55,530 57,066 56,723 57,423 57,658
28 Publc borrowers? .. 2,206 4,522 4,919 5.897 5710 5,865 6,251 6,113 6,405 6,780
29  Nonbank foreigners 19,895 20,772 24,570 28,483 28,149 28,803 29,194 29,587 29,764 30,287
30 Other assets ... .. . 2,576 3,086 4,633 5,850 6,389 6,197 6,056 6,088 6,085 6,041
31 Total payable in U.S. dollars . .. 66,635 75,860 94,287 98,013 93,158 93,720 94,784 95,287 97,246 98,913
32 Claims on United States . 4,100 5113 10,746 8,790 7.831 7,954 7,656 7,647 8,233 7.098
33 Parentbank ...... 3.431 4,386 9,297 6,810 5,629 5,960 5,744 5,817 6,410 5,701
34  Other...... 669 727 1,449 1,980 2,202 1,994 1,912 1,830 1,823 1,397
35 Claims on foreigners  ....... 61,408 69,416 81,294 86,404 82,434 82,705 84,355 84,849 86,246 88,967
36  Other branches of parent bank 18,947 22,838 28,928 28,692 26,083 25,565 24,913 25,593 26,710 28,231
37 Banks .. ...... 28,530 31,482 36,760 39,050 38,471 39,070 40917 40,312 40,542 41,373
38  Public borrowers? . 1,669 3,317 3,319 4,396 4,280 4,327 4,663 4,551 4,706 4,909
39  Nonbank foreigners 12,263 11,779 12,287 14,266 13,600 13,743 13,862 14,393 14,288 14,454
40 Other assets 1,126 1,331 2,247 2,819 2,893 3,061 2,773 2,791 2,767 2,848
Bahamas and Caymans

41 Total, all currencles ..... 79,052 91,735 | 108,977 115,276 120,307 128,518 123,179 119,524 119,367 124,969
42 Claims on United States . 5,782 9,635 19,124 17,682 18,272 25,882 18,305 19,656 18,325 17,813
43 Parent bank 3,051 6,429 15,196 10,660 10,524 19,149 11,839 13,837 13,071 12,573
44 Other.. 2,731 3,206 3,928 7,022 7,748 6,733 6,466 5,819 5,254 5,240
45 Claims on foreigners . . ...... 71,671 79,774 86,718 93,432 98,020 98,496 100,905 95,959 96,800 101,943
46  Other branches of parcnt bank 11,120 12,904 9,689 12,977 14,362 13,160 14,724 13,093 13,135 13,336
47 Banks ...... 27,939 33,677 43,1897 48,092+ 50,866 51,845 52,787 49,915 50,646 54,814
48  Public borrowers? 9,109 11,514 12,905 11,554 11,627 12,055 12,078 12,441 12,213 12,574
49  Nonbank foreigners 23,503 21,679 20,9357 20,8097 21,165 21,436 21,316 20,510 20,806 21,219
50 Other assets ..... 1,599 2,326 3,135 4,162 4,015 4,137 3,969 3,909 4,242 5213
51 Total payable in U.S, dollars . ... 73,987 85,4171 102,368 109,715 114,538 122,667 117,245 113,683 113,572 118,786

For notes see opposite page.



Overseas Branches  ASS
3.13 Continued
1980
Liability account 1977 1978! 1979
June July Aug. Sept.” Oct.r Nov Dec.?
All foreign countrics
52 Total, all currencies 258,897 | 306,795 364,233 376,722 377,877 386,467 385,884 383,178 389,011 398,207
53 To United States .. ........ ... 44,154 58,0127 66,686” 76,187 83,2447 87,6067 84,068 84,152 86,580 91,017
54 Parentbank .......... ...... 24,542 28,654r 24,5300 30,9857 35,4237 37,4667 38,490 37,187 36,957 39,298
55  Other banks in Umited States . 19.613 12,169 13,968 12,255 11,415 14,725 12,635 12,860 13,410 14,277
56  Nonbanks . ’ 17,1897 28,188 32,947 36,4067 35,4157 32,943 34,105 36,213 37,442
57 To foreigners 206,579 238,912 283,344 284,716 2796047 | 284,141r 287,810 1 285,198 | 288,225 | 291,637
58  Other branches of parent bank 53,244 67,496 77,601 72,061 72,067 69,1787 70,689 69,601 71,498 73,864
59 Banks ... 94,140 97,711 122,849 127,813 122,727r 130,360r 131,022 132,142 132,237 130,408
60  Official institutions 28,110 31,936 35,664 34,141 33,073 33,080 33,086 30,713 31,073 32,38
61  Nonbank foreigners ........ . 3 ()85 41,769 47,230 50,701 51,737 51,523 53,013 52,652 53,417 54,979
62 Other liabilities ..., . 8,163 9.871r 14,203~ 15,8197 15,029+ 14,7201 14,006 13,828 14,206 15,553
63 Total payable in U.S. dollars 198,572 230,810 273,819 282,578 283,0907 | 291,873 289,163 287,177 292,425 301,976
64 To United States 42,881 55811 64,530 73,527 80,657 84,6987 81,125 81,255 83,764 88,201
65  Parent bank . 24,213 27,519 23,403 29,547 33,977 35,906 36,825 35,431 35,243 37,666
66  Other banks in United States . . 18 669 11,9157 13,771 11,985 11,155 14,419 12,410 12,581 13,114 13,959
67 Nonbanks ...... . ........ . : 16,3777 27,356 31,995 35,5257 34,373r 31,890 33,243 35,407 36,576
68 To foreigners 151,363 169,927 201,476 200,049 194,359+ 198,971r 200,281 198,541 200,814 204,643
69  Other branches of p.\rent hdnk 43,268 53,396 60,513 56,247 56,206 53,3557 55,146 53,695 55.543 56,852
70  Banks ... 64,872 63,000 80,691 84,467 78,9307 86,4207 85,387 86,961 86,525 86,482
71 Official institutions 23972 26.404 29.048 26,961 26,177 26,165 25659 23,364 23,798 24,702
72 Nonbank foreigners 19,251 27,127 31,224 32,374 33,0467 33,0317 34,089 34,521 34,948 36,607
73 Other liabilitics 4,328 5,072 7.813 9,002 8,074 8.204r 7,757 7381 7,847 9,132
Umited Kingdom
74 Total, all currencies ... . 90,933 | 106,593 130,873 139,066 135,669 136,467 137,447 138,158 140,715 142,781
75 To United States 7,753 9,730 20,986 20,012 21,404 20,608 19,343 19,157 20,594 21,739
76  Parentbank ..... ........... 145t 1,887 3,104 410 3,275 2,542 2,951 2,712 3,198 4,176
77 Other banks in United States .. 6.302 4,189r 7,693 6,129 5,567 5,910 5,361 5.800 5,732 5,716
78  Nonbanks e » 3,654r 10,189 11,473 12,562 12,156 11,031 10,645 11,664 11,847
79 To foreigners ........... ..., . 80,736 93,202 104,032 112,055 107,739 109,604 112,412 113,539 114,813 115,578
80  Other branches of parent bank 9,376 12,786 12,567 13,767 12,694 13,343 13,706 13,940 13,951 13,933
81 Banks . ... 37,803 39,917 47,620 54,927 51,203 51,452 53,776 56,772 58,127 55,848
82 Official nstitutions .. ,........ 18,318 20,963 24,202 22.577 21,088 22,600 22,444 19,807 20,437 21,412
83  Nonbank foreigners 15,149 19,536 19,643 20,784 22,754 22,209 22,486 23,020 22,298 24,385
84 Other habihties . 2,445 3,661 5.855 6,999 6,526 6,255 5,692 5.462 5,308 5.464
85 Total payable in U.S. doliars 67,573 77,030 95,449 100,117 95,314 96,453 96,832 97,055 99,135 102,300
86 To United States 7.480 9,328 20,552 19,321 20,843 20,007 18,687 18,551 19,978 21,080
87 Parentbank ................. 1,416 1,836 3,054 2,315 3,238 2,496 2,892 2,634 3,101 4,078
88  Other banks in United States 6.064 4,1017 7,651 6,056 5,486 5,809 5,259 5.714 5,616 5.626
89  Nonbanks > 3,391 9,847 10,950 12,119 11,702 10,536 10,203 11,261 11,376
90 To foregners ........ . ..... 58,977 66,216 72,397 77,322 71,489 73,431 75,422 76,114 76,696 78,512
91  Other branches of pdrsnt bank 7,505 9,635 8,446 9,758 8,672 9,128 9,588 9,891 9,770 9,600
92 Banks ..... .... ... ..., 25,608 25,287 29,424 35,394 31,352 31,726 32.891 35,495 35,998 35,097
93 Official institutions 15,482 17,091 20,192 18,300 16,846 18,253 18,046 15,338 15,989 17.024
94  Nonbank foreigners 10,382 14,203 14,335 13,870 14,619 14,324 14,897 15,390 14,939 16,791
95 Other habilities 1,116 1,486 2,500 3.474 2,982 3.015 2,723 2,390 2,461 2,708
Bahamas and Caymans
96 Total, all currencles 79,052 91,738 108,977 115,276 120,3077| 128,5157 123,179 | 119,524 119,367 124,969
97 To United States . 32,176 39,431 37,7119 48,431 54,2177 58,925+ 56,317 56,123 56,860 59,746
98 Parentbank .. .. ...... ... 20,956 20,482 15,267 22,748 26,589 29,189 29,355 27,678 26,871 28,353
99 Other banks in United States 11,220 6,073 5,204 5,200 4,821 7,460 6,075 5,945 6,518 7,135
100 Nonbanks ................... ! 12,876 17,248 20,483 22,8077 22,2767 20,887 22,500 23,471 24,258
101 To foreigners .. 45,292 50,447 68,598 63,935 63,2087 66,6307 63,966 61,593 59,492 61,305
102 Other branches of pdrem bank 12,816 16,094 20,875 20,102 20,409 18,081 17,079 16,720 15,878 17,040
103 Banks ... .... . ... 24,717 23,104 33,631 28,917 27,1457 34,1007 32,185 29,202 28,933 29,901
104  Official institutions 3,000 4,208 4,866 5,096 5,525 4119 4,250 4,610 4,368 4,361
105  Nonbank foreigners 4,759 7,041 9,226 9,820 10,1297 10,3307 10,452 10.061 10,313 10,003
106 Other habilities . . 1,584 1,857 2,660 2,910 2,882 2,960r 2,896 2,808 3,015 3,918
107 Total payable in U.S. dollnrs ..... 74,463 87,014 103,460 11,494 116,2467 124,103 118,576 115,166 115,121 120,789

1. In May 1978 the exemption level for branches required to report was increased,

which reduced the number of reporting branches

2 In May 1978 a broader category of claims on foreign public bor-

rowers, including corporations that are majority owned by foran governments,

rcplaced the previous, more narrowly defined claims on foreign of!

cial institutions
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3.14 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Mitlions of dollars, end of penod

1980 1981
Ttem 1977 1978 1979
July Aug Scpt Oct Nov Dec » Jan 7
1 Total! S 130,097 | 162,589 | 149,4817| 153,088 | 154,674 | 156,899 | 157,385 | 163,196 | 164,312 162,701
By ry{w
2 Liabilities reported by banks i the Umited States? 18,003 23290 | 30,475 29,211 29 449 30,918 28815 29,601 30,361 26,926
3 US Treasury bills and certihicates? 47 820 67.671 47,666 47,982 49,811 49,361 50,392 55,104 56,243 56,525
U S Treasury bonds and notes
4 Marketable 32,164 35 894 37,590 40,546 39,801 40,799 41,463 41,764 41,431 42,318
5 Nonmarketable* , 20,443 20970 | 17,387 15,954 15,654 15,254 15,254 15,254 14,054 14,654
6 U S sceurities other than U S Treasury sceurtties’ 12,667 14,764 16,3637 19,395 19,959 20,567 21,461 21,473 21,623 22278
By area
7 Western Europe! 70,748 93,089 85,602 78.141 78,424 76,942 76,004 80,899 81,593 80,365
8 Canada | . . 2,3% 2,486 1,898 1,907 2,156 1,901 1.736 1,433 1,562 1,174
9 T atim Amertca and Caribbean 4,649 5.046 6,291 6,308 6,050 6,610 6,008 5722 5,608 5,456
10 Asia . 50,693 SRBIT 52,793 63,086 04,287 67,69 69,042 70,025 70,536 70,548
11 Africa 1,742 2,408 2412 2,930 3,281 3232 3,520 3,867 4,128 3,976
12 Other countries® 931 43 485 716 476 S18 1,075 1,250 R25 1,182
| Includes the Bank tor International Settlements 5 Debt sccuriies of US  government corporations and tederally sponsored
2. Principally demand deposits, time deposits, bankers aceeptances, commetctal agencies, and U 'S corpordte stocks and bonds
paper, ncgotiable time certificates ot deposit, and bortowings under repurchase 6 Includes countnies m Oceanta and Fastern Europe
agreements,
3. Includes nonmarketable certiticates ot indebtedness (including those payable Noit Based on ‘Treasury Department data and on data reported to the Trcasury
n foreign curiencies through 1974) and Ireasury bills issued to otticial mstitutions Department by banks (including Federal Reserve Banks) and secunities dealers in
of toreign countries the United States

4 Excludes notes issued to toreign ottictal nonreserve agencies Includes bonds
and notes payable in foreign currencies

3.15 LIABILITIES TO AND CLAIMS ON FOREIGNERS Reported by Banks 1n the United States
Payable in Foreign Cutrencies

Milhons of dolfars, end of petiod

1979 1980
Item 1477 1978
Dec Mar June Sept Dee
1 Banks' own habilities 925 2,363 1,868 2,358 2,693 2,669 3,737
2 Banks' own claims! . 2,356 3671 2419 21N 2,958 3112 4,104
3 Deposits . . 941 1,795 994 1,212 1.048 1,120 2.506
4 Otherclaims . . . 1,415 1,876 1,425 1,560 1.908 1,985 1.598
S Claims of banks’ domestic customers? . . 358 580 1.058 798 595 962
1. Includes claims of banks’ domestic customers through March 1978 Noit  Data on claims exclude foreign currencies held by U.S, monetary au-
2, Assets owned by customers of the reporting bank located in the United States thorities

that represent claims on foreigners held by reporting banks for the accounts of
their domestic customers.
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3.16 LIABILITIES TO FOREIGNERS Recported by Banks in the United States
Payable in U.S. dollars
Millions of dollars, end of petiod
1980 1981
Holder and type of hability 1977 1978 1979
July Aug Sept Oct Nov Dec. Jan p
1 All foreigners . 126,168 166,877 | 187,492 | 188,295 201,402 | 191,683 | 195,827 | 204,882 | 205,258 | 201,917
2 Banks’ own habiliticy . 78,730 | 117,211 116,497 [ 128,171 118,663 1 121,240 [ 1251397 | 124,751 | 122,442
3 Demand deposits 18,996 19,218 23,325 22,046 22.511 22,474 22,457 22,847 23,377 22,129
4 Time deposits! 11,521 12,431 13,627 12,995 13,208 13,824 14,157 14,773 15,164 15,657
5  Other? P . 9,704 16,419 18,700 18.785 18,046 17,222 17,1177 17,583 14,867
6 Own foreign offices? 37,376 63,839 62,757 73.667 64,319 67,405 70,401 68,627 69,789
7 Banks' custody habilities? . #8,147 70,281 71,797 73.231 73,020 74587 79743 80,506 79,475
8 U S. Treasury biils and certihicates’ 48,906 68,202 48,573 49,627 51.505 50,731 51,990 [ 56,484 57,595 57,667
9  Other negotiable and readily transferable
instruments® 17,446 19,359 19.438 19,141 19.778 19,967 20,624 20,079 19.036
10 Other . 2,499 2,350 2,732 2.586 2,5H 2,630 2,635 2.832 2,773
11 Nonmonetary international and regional
organizations? . 3,274 2,607 2,356 2,903 2,820 2,549 2,734 2,476 2,342 1,961
12 Banks’ own habilities . 906 714 o7 S01 476 352 383 442 419
13 Demand deposits 231 330 260) 214 171 141 115 187 146 212
14 Time deposits! 139 84 151 93 101 100 95 92 85 71
15  Other? . . 492 3 299 229 235 143 104 211 137
16 Banks' custody liabihties? 1,701 1,643 2,296 2,319 2,073 2,382 2,093 1,900 1,542
17 US Treasury bills and certificates 706 201 102 604 644 316 581 337 254 88
18  Other negotiable and readily transferable
nstruments® 1,499 1.538 1,692 1,675 1,757 1,800 1,756 1,640 1,453
19 Other.. | 2 0 0 0 G 0 0 0
20 Official institutions® 65,822 90,706 78,142 77,193 79,260 80,279 79,207 84,706 86,604 83,451
21 Banks’ own habihiies . 12,129 18,228 17,071 17,591 18,548 16,182 16,897 17,806 15,174
22 Demand deposits 3,528 3,390 4,704 4218 3,898 4,348 3,406 3,553 3,771 3,869
23 Time deposits! 1,797 2,550 3,041 2,708 3,006 3,477 3,390 3,623 3,592 3,348
24 Other? . 6,189 10,483 10,148 10,688 10,724 9,387 9,721 10,443 7.957
25 Banks' custody habihitiest . . . 78,577 59,914 60,122 61,609 61,731 63.025 67,808 68,798 68,277
26 U.S. Treasury bills and certificates’ . 47,820 67,415 47,666 47,982 49 811 49,361 50,392 55,104 56,243 56,525
27  Other negotiable and readily transferable
instruments® . 10,992 12,196 12,092 11,805 12,307 12,542 12,648 12,501 11,723
28 Other . 170 52 48 54 63 90 56 54 30
29 Banks? . 42,335 57,495 88,352 90,1t1 | 100,788 89,979 95,012 97,759 96,397 96,293
30 Banks’ own habilities 52,705 83,352 84,629 95,475 84,737 89,653 91,8807 90,439 90,212
31 Unaffihated foreign banks 15,329 19,512 21,872 21,808 20,419 22,249 21,478 21,812 20,423
32 Demand dcp()sns 10,933 11,257 13,274 12,882 13,427 12,995 13,843 13,714 14,104 12,867
33 Time deposits! 2,040 1,443 1,680 1,626 1.514 1,412 1,724 1,786 1,811 1,834
34 Other? 2,629 4,558 7,364 6,867 6,012 6,681 5,978 5,897 5.723
35  Own foreign oftices” 37,376 63,839 62,757 73,667 64,319 67,405 70,4017 68,627 69,789
36 Banks’ custody habihtics? . 4,790 5,000 5.482 5.313 5,241 5,359 5.880 5,959 6,081
37 U.S. Treasury bills and certificates . 141 300 422 557 577 61 515 529 623 647
38  Other negotiable and readily transterable
mstrumentst 2,425 2,405 2,395 2,435 2,533 2,417 2,883 2,748 2,856
39  Other. 2,065 2,17 2,530 2,301 2,347 2,427 2467 2,588 2,578
40 Other foreigners 14,736 16,070 18,642 18,088 18,533 18,876 18,874 19,941 19,914 20,211
41 Banks’ own liabilities 12,990 14,918 14,190 14,604 14,901 15,052 15,979 16,065 16,036
42 Demand deposits 4,304 242 5,087 4,732 5.014 4,991 5,003 5.393% 5.356 5,181
43 Time deposits 7,546 8353 8,755 8.570 8,588 8.836 8,048 9,272 9,676 10,405
44 Other? .. B 394 1,075 888 1,002 1,075 1,011 1,315 1,033 105G
45 Banks' custody labilities- 3,080 3,725 3,898 3,930 3,975 3.822 3962 3,849 3,575
46 US Treasury bills and certificates 240 285 382 484 473 693 S02 513 474 407
47  Other negotiable and readily transferable
mstrumentss 2,531 3,220 3.259 3,226 3,181 3,208 3.337 3,185 3,004
48  Other 264 123 154 231 100 112 112 190 164
49 MiEMO' Negotiable time certificates ot deposit
in custody for foreigners 11,007 10,974 10,500 10,433 10,704 1,799 10,553 10,745 10,108

1 Excludes negotiable time certiticates of deposit, which are mcluded m “Other
negotiable and readily transferable instruments » Data for time deposits betore

April 1978 represent short-term only
2 Includes borrowing under repurchase agrecments

3. U S banks: mcludes amounts due to own toreign branches and foreign sub-
sidiarics consolidated m *Consolidated Report ot Condition™ filed with bank reg-
ulatory agencies Agencics, branches, and majority-owned subsidiaries of torcign
banks® principally amounts duc to head office or parent toreign bank., and toreign
branches, agencies or wholly owned subsidiaries ot head oftice or parent foreign

bank

4. Financial clmms on residents of the United States, other than long-term se-

cuntics, held by or through reporting banks

International Settlements

S Includes nonmarketable certiticates ot indebtedness and Vreasury bills issued
to otficial institutions ot foreign countries
6. Principally bankers acceptances, commercial paper, and negotuble time cer-
titicates of deposit
7 Punapally the International Bank tor Reconstruction and Development, and
the Inter-Amernican and Astan Development Banks
8 Foreign central banks and toreign central governments and the Bank for

9 kxcludes central banks, which are mdduded in “*Otheetal institutions ™
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3.16 Continued

1980 1981
Area and country 1977 1978 1979
July Aug Sept Oct Nov Dec fan »
I Total .. 126,468 | 166,877 | 187,492 | 188,295 | 201,402 | 191,683 | 195827 | 204,882/ | 205258 | 201,917
2 Foreign countries . . 122,893 164,270 185,136 185,392 198,582 189,134 193,093 | 202,406 | 202,916 199,956
3 Europe .. 60,295 85,169 90935 hRR,EY 86,077 83,476 83 990 90,7417 90,897 89,545
4 Austria 318 513 413 432 390 432 460 S19 523 553
§  Belgium-Luxembourg . 2,531 2,550 2375 3837 3.673 3,696 3,322 1.096 4,019 4 062
6 Denmark . 770 1 9406 1092 34 825 528 493 586 497 420
7 Fntand 323 146 198 433 403 i 07 303 455 264
8 France 5.269 9214 10,433 12,178 12.59G 12,332 11.654 12 380 12,128 12,141
9 Germany 7.239 17.286 12,935 7 626 9,121 7.854 7.557 9,171 9.969 10,333
10 Greece L 003 820 635 567 042 591 643 1M 670 524
11 lhaly 6.857 7,739 7.782 7.138 6,530 5.969 6.796 7.308 7,572 6,722
12 Netherlands 2 869 2402 237 2830 2491 2,540 2.555 2 790 2441 2,568
13 Norway . 944 1271 1 267 1.140 1.040 1.074 1.381 1444 1.344 899
14 Portugal . 273 330 557 198 506 571 401 437 374 370
15  Spamn . . 619 8§70 1.259 1.371 1 491 1.321 1.520 1.379 1.500 1,412
16 Sweden 2.712 1121 2,008 1.795 1.861 1.820 1.813 1.811 1,737 1,365
17 Switzerland AN 12,343 18,225 17 954 14 359 14.252 131,524 13,099 16,574 16 639 16,565
I8 lurkey. 130 157 120 156 147 237 171 257 292 538
19 United Kingdom . 14,125 14 265 24,694 22 556 22925 22 818 23,797 24,443 22,680 23 885
20 Yugoslavia 232 254 260 190 139 169 203 225 081 296
21 Other Western Europe! 1 804 3440 4.070 6.000 7.002 7.250 0.880 0,161 0,939 0,178
22 SSR 98 82 52 36 70 39 1 o4 068 40
23 Other lastern Europe? 236 330 302 267 271 192 220 416 374 405
24 Canada . 4,607 6,969 731 9228 9,187 10,234 9992 9.871 10,031 9.774
25 Latm America and Cartbbean 23,070 31,677 49 665 49,233 98,282 48,781 52,501 53318 53,168 52,956
26 Argentina 1 416 1 484 1,582 1 841 1.880 1 875 1.996 1,996 2,132 1.857
27  Bahamas 3.590 6,752 19,258 13,172 21179 13,924 17.567 16,803 16,372 16,116
28 Bermuda 321 428 430 404 559 677 595 535 670 475
29 Brazl 1,396 1125 1.005 1434 1.378 1168 1342 1,248 1216 1.338
30 British West Indies 3,998 6,014 7 b1 957 13 309 11,410 12,040 12,614 12,761 12,563
31 Chie 360 198 108 459 475 431 448 456 460 500
32 Colombna , . 1.221 1.756 2617 2954 2.89% 2916 3037 2.962 3077 1.096
33 Cuba ] 13 13 [ 7 S 5 [ G O
34 Feuador 330 322 425 346 818 81 87 437 371 Y
35 Guatemala? 410 414 373 372 373 365 359 367 428
36 Jamauca® 32 76 137 100 1 85 79 97 P12
37 Mexico 2876 3 467 4188 4208 4.291 4226 4575 4583 4.547 4.597
38 Netherlands Antilles 196 308 499 332 14 360 193 SO8 413 598
39 Panama 21 2.967 4483 4,685 4.617 3,894 1,595 4,575 4,718 4,460
40 Peru 287 163 33 350 401 355 380 345 403 401
41 Uruguay . 243 234 02 R 4t 199 20 244 254 296
42 Vencrsuela 2,929 3.821 4,192 4350 3692 4,408 3.659 3,667 3170 3,794
43 Other Latin Amenca and Canbbean .. 2,167 1,760 2318 1.874 1.755 2,080 1.811 1 819 2,132 1.937
44 Asia . 3488 10,492 33.013 R4 39.8K() 41.847 400,88 41,9997 42 388 41.605
Chma
45 Mamnland . 53 o7 49 18 37 38 46 02 49 55
46 Taiwan 1 013 502 1393 1438 1,582 1,508 1.610 1.630 1,662 1,820
47  Hong Kong . 1.094 1,250 1672 2186 1.994 2.204 2,150 2410 2,548 2,762
48 inda Yol ™ 57 9 63] 329 485 438 416 437
49 Indonesia 410 449 St4 849 049 827 811 715 730 1,170
S0 Isracl 359 688 707 48K 569 334 S30 548 883 525
51 Japan 14,616 21927 8.907 12 547 14,059 15.414 15,354 15,720 16,249 17,697
52 Korea 602 795 993 1482 1.473 1,994 1.809 1.764 1,528 1,497
53 Philippines 687 044 795 935 778 814 838 803 919 849
54  Thaland 204 427 277 405 304 517 403 44() 464 367
55  Middle-East oil-exporting countries? 8.979 7.5% 15 309 15 378 15.801 15,409 14.611 15,214 14,453 12,234
56 Other Asia 1.250 1414 1.879 1 80K 2.033 1.972 2,232 2.250 2 4K7 2.250
57 Atnica 2,535 2,886 323 3 796 4.224 3.902 4,240 4,725 SAR7 4,398
58  Egypt . 404 404 475 451 350 122 269 374 485 a3
59 Moroceo {3 2 3 13 47 32 s7 ki 13 42
60 South Africa 174 168 184 360 S04 354 288 312 288 27
61  Zare 39 43 110 78 38 42 6 34 57 48
62 Oil-exporting countries’ 1,155 1.525 1.635 2.094 2.085 2,459 2914 3211 3,540 2.921
63 Other Africa 0698 715 804 779 697 044 685 735 783 07
64 Other countries 1297 1.070 904 1.239 930 894 144 1 7527 1,247 1,657
65 Austraha . 1,140 838 084 959 692 613 1.190 1419 950 1.303
66 All other 158 239 220 281 243 281 294 333 297 354
67 Nonmonetary mternational and regional
organzations 3,274 2.007 2 156 2903 2.820 2 549 2,734 2,470 2,342 1,961
68  International o 2752 1488 1.238 1 804 1 730 £.389 1.580 1,360 1,156 913
69 Latin American regional 278 R0 &6 788 80 R37 841 KM 890 769
76 Other regional® . 245 14 Rk} 314 285 323 307 309 296 279
1. Includes the Bank for International Settlements Begimning Apnt 1978, alvo 4 Compnises Bahram, tran, Iraq. Kuwait, Oman, Qatar. Saudi Arabia, and
includes Eastern European countries not listed 1in line 23 United Arab I mirates (Truaal States)
2 Begimming April 1978 comprises Bulgaria, Czechoslovakia the German Dem- S Comprises Algena Gabon, Libya, and Nigena
ocratic lgcpul)ﬁa ungary. Poland, and Romanta 6 Astan Atrican Middle | astern, and Lutopean iegional organizations, except
3. Included my *Other Latin America and Cartbbean®™ through March 1978 the Bank tor Intemational Scttlements, which s included i “Other Western

F urope
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3.17 BANKS’ OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States
Payable in U.S. Dollars
Millions of dollars, end of period
1980 1981
Atca and country 1977 1978 1979
July Aug Sept QOct Nov Dec Jan.»
| Total 90,206 115,603 133,919 151,218 163,401 161,518 162,658 | 167,396 172,557 166,717
2 Foreign countries 90,163 115,547 133,887 151,187 163,363 161,484 162,618 | 167,363 | 172,488 166,672
3 Trope 18,114 24,232 28,429 28,439 29411 29,722 29,259 32,5200 32,045 30.478
4 Austria 63 140 284 39 280 264 196 250 236 251
5 Belgium-Luxembouwg 561 1,200 1,339 1,622 1,881 1,954 1,680 1,946 1,621 1,722
6 Denmark 173 254 147 149 164 180 132 165 127 126
7 Finland 172 305 AR 223 215 184 253 248 460 134
8  France 2,082 3,735 3322 2,582 3,288 3.232 2,551 3,506 2,958 2,716
9 (Germany 644 845 1179 1,004 1131 1,018 987 1,506 948 1,006
10 Greece 206 164 154 279 265 221 278 265 256 264
11 ltaly . 1,334 1,523 1,631 2,245 2,433 2,560 2,842 3.0637 3,364 3,136
12 Netherlands 338 677 514 492 632 546 557 749 575 642
13 Norway , 162 299 276 270 231 248 335 138 227 289
14 Portugal 175 17) 330 346 335 130 341 393 331 305
1S Spam 722 1120 1,051 1,011 1,13y 1,106 1,113 Lt 993 1,136
16 Sweden 218 537 542 534 558 716 763 633 783 691
17 Switzerland 564 1,283 1165 1,319 1,581 1,337 1,564 1,932 1,446 1,753
18 Turkey 360 300 149 143 137 144 123 149 145 146
19 Unltud Kln&(lom 8,964 10,172 13.814 13,178 12,651 13,080 12,950 13.885 14,807 13,027
20 Yugoslavia 311 363 611 648 647 682 684 689 853 866
21 Other Western Limope! 86 122 175 170 172 245 226 234 179 347
2 S.R. 413 366 290 531 232 241 257 271 281 251
23 Other L. Asu.rn Taurope? 566 657 1,254 1,336 1,438 1,4% 1.427 1.389 1.457 1,469
24 Canada 3.355 5,152 4,143 4,654 4,775 5,255 4,614 4,542 4,810 4,157
25 .mn America and Caribbean 45,850 57,567 68,011 78,690 89,253 K5,708 87,665 89,263 92,971 90,617
26 rgentina 1.478 2,281 4,389 5,234 5,393 5,629 5,859 6,270 5,693 5,656
27 Bd namas 19,858 21,555 18,918 28,710 31,866 30,269 30,275 29,679 29,378 28,233
28 Bermuda 232 184 496 194 256 216 399 260 218 285
29 Braal, 4,629 6,251 7,720 8,989 9,251 9,639 10,135 10,0017 10,477 10,243
30 Bntish West Indies 6,481 9,692 9,822 8,037 14,570 11,980 12,630 13.6747 15,702 14,531
31 Chile 675 970 1,441 1,359 1,487 1,627 721 1,730 1,951 1,843
32 Colombia . 671 1,012 1,614 1.448 1,490 1,493 1,575 1.582 1,754 1,648
33 Cuba 10 0 4 4 3 6 3 3 3 4
34 [-cuador 517 705 1.025 1.051 1,136 IR 1,157 1,157 1,190 1.220
35 Guatemala® 94 134 153 102 108 112 114 137 114
36 Jamaica’ 40 47 30 31 33 35 40 36 3
37 Mexico ., 4,909 5,479 9,099 10,660 10,785 i,023 11,745 12,014 12,586 12,634
38  Netherlands Antilles 224 273 248 760 725 710 799 816 821 835
3¢ Panama 1,410 3,008 6,031 4,552 4,931 4.461 3,972 4307 4,974 5,028
40 Peru 962 918 652 647 687 671 719 749 890 912
41 Uruguay 80 52 08 91 105 100 100 105 137 110
42 Venczucla 2,318 3,474 4,669 4,469 4,737 4,879 4,710 5,113 5,438 5,515
43 Other Latin Amenica and Canbbean 1.394 1,490 1,598 [, 700 1.697 i, 715 1,721 1,561 1,585 1,775
44 Asid 19,236 25,386 30,652 36,282 36,927 37,620 37,806 37,9617 39,118 3K,388
China
45 Mamland 10 4 35 68 50 117 126 187 195 225
46 Tawan . 1719 1,499 1.821 2,224 2,284 2,492 2,332 2,382 2,469 2,410
47  Hong Kong 543 1,479 1804 2,174 2,063 2,099 1,980 2,094~ 2,247 2,252
48  India .. 53 54 92 97 118 84 103 125 142 110
49 Indonesia 232 143 131 208 245 208 214 248 245 28
S0 Isracl S84 888 990 950 1,012 918 1,055 1,1257 1,172 1,081
51 Japan. ., 9,839 12,671 16,946 20,595 21,205 20,663 20,607 20,3237 21,356 21,187
52 Korea 2,336 2,282 3,798 5,523 5,404 5,574 5,885 5.844 5.697 5,724
53 Philippmes 594 O8(} 737 8K1 1,019 1,169 1,081 1,122r 989 841
54 Thailand 633 758 935 93y 947 947 925 974r 876 814
55 Middle East oil-exporting countties? 1,746 3,125 1,548 1120 1,040 1,471 1,258 1.538 1,494 1,436
56  Other Asia 947 1,804 1,813 1,506 1,480 1876 2,240 1,999 2,236 2,027
57 Afriea 2,518 2,221 1,797 2,179 1,977 2,029 2,090 1,933 2377 1,910
S8 Fgypt. 119 17 114 12 135 123 159 165 151 175
59  Moroceo .. 43 82 1 134 180 166 119 146 223 186
60 South Africa 1,066 860) 445 691 469 535 440 375 370 337
61  Zare 98 164 144 107 98 101 123 98 94 96
62 Ol cxp(mmg ‘ounties’ S0 452 391 78 349 374 469 402 805 410
63 Other 082 556 600 757 746 729 780 747 734 707
64 Other countries 1,090 988 855 943 1,021 1,001 1,185 1,143 1,166 1,122
65  Australia 905 877 673 743 793 879 942 915 859 827
66 Allother . 186 111 196 200 228 213 243 228 307 295
67 Nonmonctary ternational and !’L.L,lnndl
Organizations® 43 56 32 31 38 34 40 34 70 44

| Includes the Bank tor International Scttlements Beginmng Aprid 1978, also
includes Fastern European countries not histed m line 23

2, Begmmng April 1978 comprises Bulgaria, Czechoslovakia, the Genman Dem-
ocratic Repubi he, Hungary, l’ﬂLm(L and Romdrd

3 Included in “Other Latin Amenca and Canbbean' through March 1978

4 Comprises Bahram, Tran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
United Arab Lmurates (Trucral States)

Western Furope *

5. Comprises Algenia, Gabon, Libya, and Nigeria
6 kxcludes lhc Bank tor International Settlements, which 1s included m **Other

Notr Data tor period prior to Apnl 1978 include claims of banks’ domestic

customers on toreigners
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3.18 BANKS OWN AND DOMESTIC CUSTOMERS' CLAIMS ON FOREIGNERS Reported by Banks in the
United States
Payable in U.S. Dollars

Milhions of dollars, ¢nd of period

1980 1981
Type ot claim 1977 1978 1979 .
July Aug Sept Oct Nov * Dec Jan »
1 Total 90,206 126,851 154017 ) ..ol Leeeen 182,008 ) ... | ool 198,663 | .......
2 Banks' own clams on foregners 115,603 [ 133,919 | 151,218 | 163,401 161,518 | 162,658 | 167.396 172,557 166,717
3 Foreign public borrowers . 0,312 15,580 16.659 17.419 18,969 19,046 20,601 20,668 20,645
4 Own foreign offices! . 41,628 47475 58,520 64,051 61,879 61,613 62.397 64,968 | 63,757
S Unaffiliated toreign banks 40,490 40,969 42,007 47,300 46,008 46,574 49,071 50,204 46,079
6 Deposits R 5.428 6,253 6.165 7,250 7.216 7.136 7.579 8,258 7,190
7 Other 35,067 34.716 35.842 400,250 38,792 39,438 41,493 41,947 38,889
8 All other torcigners A 23,167 20896 34,032 3443 34,661 35425 35,267 36,717 | 36,236
9 Claims ot banks' domestic customers? 11,248 20,098 25.490 . 26,106
10 Deposits ) 480 955 1.081 885
11 Negotiable and readily transterable imstruments? 5.414 13,124 Co 15,260 . . 15,574
12 Outstanding collections and other claimy? 6,176 5.353 6.019 9.148 9 648
13 MLMo  Customer hability on acceptances 14,969 18,058 e 23,533 . . 22,821
Dollar deposits i banks abroad. reported by non-
banking business enterprises 1 the United
States$ 13,162 21578 | 255460 | 2424571 22,0577 | 22,6677 | 24491r 21,177 na
1 US banks mcudes amounts due trom own foreign branches and foreign 4 Data for March 1978 and for period prior 1o that are outstanding collections
substdianies consohdated in “Consoltdated Report of Condition™ tiled with bank only
regulatory agencies Agencies, branches, and majoruy-owned subsidianes of foreign S Includes demand and tume deposits and negotiable and nonnegotiable certif-
banks principally amounts due trom head ottice or parent foreign bank. and toreign weates of deposit denominated in U'S dollars issued by banks abroad For descrip-
branches. agencies, or wholly owned subsidianes of head ottice or parent toreign ton of changes n data weported by nonbanks, see July 1979 Buii N, p. 550
bank,
2 Assets owned by customers of the reporting bank located 1n the United States Nott Begimning April 1978, data for banks” own claims are given on a monthly
that represent claims on toreigners held by reporting banks for the account ot ther basts. but the data tor clauns of banks’ own donicstic customers are avatable on
domestic customers a quarterly hass anly

3 Prnincipally negotiable time certiticates ot deposit and bankers acceptances

3.19 BANKS' OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reporicd by Banks in the Umited States
Payable in U.S. Dollars

Millions of dollars, end of period

1978 1979 1980
Matunty, by borrower and area
Dee Sept Dec Mar June Sept Dec

1 Total 3.7 87,580 86,261 85,227 92,748 98,892 106,296

By borrower
2 Matunity ot 1 year or less! 58481 68.404 65,251 63,868 71,368 76,096 82,197
3 Foreign pubhc borrowers 4.633 6,142 7.127 6.778 7,089 8.639 9,573
4 All other foreigners 53.849 62,262 58,125 57,080 64,279 67.458 72,624
S Maturity of over | year! 15.289 19.176 21,009 21,359 21,380 22,796 24,099
6 Foreign public borrowers 5.361 7.652 8.114 8.430 8515 9.592 10,089
7 Al other foreigners 9.928 11524 12,895 12,929 12,865 13,204 14,010

By area

Matunty of 1 year or less!
8  Europe 15.176 16,799 15,254 13.844 17,141 16,880 18,544
9 Canada 2.670 2471 1,777 1.818 2013 2,166 2,721
10 Latin America and Canbbean 20 990 25.690 24974 23178 24,417 28,007 32,065
1l Asia 17.579 21.519 21.673 23358 25,753 26.892 26,440
12 Africa 1.49 1401 1,080 1.043 1,320 1,401 1,756
13 Allother? . 569 524 493 627 74 751 671

Matunty ot over | year!

Europe 3142 3653 4.140 4.248 4,033 4,715 S495

15 Canada s 1,426 1.364 1317 1.214 1,199 1188 1.447
16 Latin America and Caribbean 8.464 11,771 12.821 13,397 13,902 14,192 15,017
17 Asia 1.407 1.578 1.911 1.728 1.524 2,009 1.862
I8 Atnica 637 623 652 620 576 567 507
19 Aliother? 214 188 169 152 146 126 171

Remaming time to maturity
[ncludes nonmonctary international and regronal organizations

N —
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3.20 CLAIMS ON FOREIGN COUNTRIES tHeld by U.S. Offices and Foicign Branches of U.S.-Chartered Banks
Bilhons of doliats, end ot perod
1979 1980
Arca o1 country 1976 1977 19782
Mar June Sept Dec Mar June Sept Decer
I Total 206.8 | 240.0 | 266.27| 263.97| 275.6 { 293.9 | 303.8 308.07 | 328.2 338.67 | 352.1
2 G-10 countries and Switzerland 003 164 12471 11907] 1253 | 13577 1984 | 1408 | 1543 | 1589 1617
3 Belgium-Luxembourg 61 84 90 94 97 107 111 108 131 135 129
4 France 100 1oy 122 17 127 120 17l 120 4o 139 140
5 Germany 87 96 13 105 10 8 128 122 14 12 129 IL.5
6 Italy .. . 58 6.5 07 57 61 6.1 6.4 62 6.9 72 82
7 Netherlands 28 35 44 39 40 47 48 43 45 44 44
8  Sweden 12 19 21 20 20 23 24 24 27 28 29
9 Switzerland . . 30 36 S3 45 47 S0 47" 43 33 34 4.0
10 Umted Kingdom 417 465 473 46 4 503 537 564 576 644 607 68 5
11 Canada 5.1 64 6 () 59 55 60 63 608 72 79 84
12 Japan 159 188 | 206 190 195 223 24 510 258 201 208
13 Other developed countries 150 186 19 4 182 182 197 199 18 8 203 206 212
14 Austria 12 13 17 17 18 20 20 17 1.8 1§ 19
15 Denmark [Ny 1.6 20 20 19 20 22 21 22 22 22
16 Finland b1 12 12 12 11 12 12 11 13 1.2 14
17 Greece 17 22 23 23 22 23 24 24 25 26 28
18 Norway LS 19 21 21 214 23 23 24 24 24 2.6
19 Portugal 4 6 6 6 S 7 7 6 6 7 6
20 Spam 28 36 15 30 30 33 35 35 39 42 40
21 lurkey, . 13 15 15 14 14 14 14 14 14 13 IS
22 Other Western Eusope 7 9 13 11 9 LS 1.4 14 1.6 17 18
23 South Africa 22 24 2.0 17 18 17 13 11 15 12 11
24 Australia 12 14 14 i3 14 13 13 12 12 12 13
25 OPEC countries? 126 176 227 26 227 234 229 218 2009 214 28
26 }euador 7 ! 16 15 16 16 17 18 18 19 21
27 Venczucla 41 55 72 72 76 79 87 79 79 85 91
28 Indonesta 22 22 20 19 19 19 19 19 L9 19 18
29 Middle Fast countites 42 69 95 94 9.0 92 80 78 69 67 70
30 African countiies 14 19 25 206 26 28 26 25 25 24 28
31 Non-OPEC developing countries 44 2 487 526 539 359 S8 8 628 637 6741 728 769
Latun America
32 Argentna 19 29 30 31 35 41 50 55 506 76 79
33 Brazil 111 1271 149 149 151 151 15.2 150 153 158 162
34 Chile ,. 8 9 106 17 18 22 2.5 25 2.7 32 35
35 Colombia 13 13 14 15 1.5 17 22 21 22 24 27
36 Mexico 17 1ol e 109 107 114 12,0 121 136 14 4 159
37 Peru 18 LY 17 16 14 14 15 13 1.4 LS 18
3R Other Latin Amenca 28 26 16 35 33 36 37 316 36 39 19
Asa
Chima
39 Mainland . 0 0 0 | ! 1 | 1 1 ! 2
40 Tawan . 24 31 29 31 13 3.5 3.4 36 38 41 42
41 India 2 3 2 2 2 2 2 2 2 2 3
42 Ierael . . L. 10 9 10 10 9 10 13 9 12 | 15
43 Korea (South) 31 39 39 42 S0 513 5.9 65 71 73 71
44 Malayssa! 5 7 6 6 7 7 9 8 9 9 10
45 l’hlllrplncs 22 25 28 32 37 37 42 44 40 48 50
46 Thadand . 7 It 12 12 14 16 16 14 15 [ 14
47  Other Asta 5 4 2 3 4 3 4 4 5 S 6
Afnica
48 Lgypt 4 3 4 5 7 6 6 7 7 7 8
49 Morocco 3 5 6 6 5 5 6 N 5 6 7
S0 Zawre 2 3 2 2 2 2 2 2 2 2 2
51 Other Atnica® 1.2 7 14 14 1s 16 17 1 & 18 2.0 20
52 Lastern burope 52 63 69 67 67 7.2 7.3 73 72 73 75
53 USSR L5 16 13 11 9 9 7 6 N 5 4
54 Yugoslavia 8 11 1.5 16 17 13 18 19 21 21 23
55  Other 29 37 41 40 41 4,6 48 49 45 47 47
56 Offshore banking centers 24.7 261 309 1.7 37.0 38.6 40 4 42 6 4301 4.1 471
57 Bahamas 101 991 104 123 14.4 130 137 140 136 129 133
58 Bermuda P . 5 6 7 6 7 7 8 6 6 6 [
59 Cayman Islands and other Butish West Indies 38 37 74 71 7.4 95 94 113 95 100 103
60 Netherlands Antilles 6 7 8 8 1.0 11 12 9 127 13 20
61 Panama® ., 30 31 30 34 38 3.4 43 4.9 5.6 56 6.3
62 Lebanon .. L 2 1 i 1 2 2 2 2 2 2
63 Hong Kong 22 37 4.2 4.8 49 55 60 57 6Y 74 8.1
64 Smgapore 44 37 39 42 42 49 45 47 59 56 59
65 Others? 0 5 5 4 4 4 4 4 4 4 3
66 Miscellaneous and unallocated? 50 53 91 9.5 9.9 10 6 117 131 143 137 151

1 The banking ottices covered by these data are the U S ottices and toreign
branches of U S -owned banks and ot U S substdianies ot foreign-owned banks
Offices not covered melude (1) U S agenctes and branches of toreign banks, and
(2) toreign subsidianies of U'S banks To mmmuze duplication, the data are ad-
Justed to exclude the claims on toreign branches held by a U S oftice or anothet
foreign branch ot the same banking mstitution The data in this table combine
foreign branch claims i table 3 13 (the sum of lines 7 through 10) with the claims
ot US offices m table 3 17 (excluding those held by agencies and branches ot
foreign banks and those constituting camns on own toreign branches) However,
see also tootnote 2,

2 Begimning with data tor June 1978, the cddams of the US  ottices
m this table melude only banks” own daims payable in dollars For carlier dates

the clamms ot the U S, otfices also melude customer ddarms and foreign currency
claims (amounting in Junc 1978 to $10 billion)

3 In addition to the Organization ot Petroleum I'xporting Countries shown
individually, this group mcludes other members ot OPEC (Algena, Gabon, [ran,
haq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, and United Arab b ourates)
as well as Bahram” and Oman (not tormally membets ot OPEC)

4 Foreign branch clams only through December 1976
Ixcludes Liberia
Includes Canal Zone begmning December 1979
Foreign branch claims only

5
6
7
8 Includes New Zealand, Liberia, and mternational and regional orgamizations
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3.2t MARKETABLE U.S. TREASURY BONDS AND N

Millions of dotlars

OTES Forcign Holdings and Transactions

1981 1980 1981
Country or ared 1979 1980
Jan -
Jan July Aug Sept Oct Nav Dec Jan.#
Holdmgs (end ot period)!
1 Estimated total? 51,344 57416 f........ 54,884 54,120 55,869 56,553 57,217 57,416 58,482
2 Foreign countries? 45915 52828 50,590 49,992 51173 52,075 52.867 52,828 53,948
3 Europe? .. . 24,824 24,333 25.259 24,643 25,016 24,783 24,708 243331 25,171
4 Belgium-Luxcmbourg . 60 77 45 89 91 78 74 77 80
S Germany? |, 14,056 12,335 13.697 13.097 13,110 12,823 12,758 12,335 12,789
6 Netherlands 1.466 1.884 1.547 1.522 1.640 1,658 1.777 1.884 1,954
7 Sweden . 647 598 630 640) 611 607 614 595 555
8 Switzerland? . 1.868 1.485 1.675 1.675 1.566 1,517 1.489 1,485 1,561
9 United Kingdom . .., H.236 7.180 7.074 7.089 7.456 7,53 7411 7.180 7.435
10 Other Western Europe 491 777 571 531 542 562 584 777 796
11 Eastern Europe u 0 0 0 0 0 0 0 .
12 Canada 232 449 481 469 480 503 532 449 458
13 Laun America and Caribbean d66 999 690 706 768 768 942 999 998
14 Venczucla . 103 292 248 261 302 292 292 292 292
15 Other Laun America and Cartbbean 200 285 242 240 241 258 278 285 281
16 Netherlands Antilles . 163 421 200 208 225 221 n 421 425
17 Asia 19.805 26,110 23,575 23,585 24,292 25331 25,960 26,110 [ 26,335
18 Japan 11.175 9.479 9 6l4 9.465 9.444 9.503 9.547 9.479 9.527
19 Africa 591 922 592 592 al7 683 718 922 973
20 Allother . -3 14 -6 -5 0 5 4 14 14
21 Nonmonetary international and regional
organizations 5429 4,588 4,294 4,128 4.606 4478 4,354 4,588 4,534
22 International 5,388 4.548 4,234 4,066 4.632 4,430 4,302 4,548 4,505
23 Latin American regional 37 36 60 60 65 44 44 36 26
Transactions (net purchases, or sales (- ) during period)
24 Total? 6.397 6,072 1,066 692 - 767 1,752 681 665 198 1,066
25 Foreign countries? 6.099 6913 1120 798 - 598 1.181 903 792 -39 1,120
26 Official institutions 1.697 1.841 887 762 — 745 998 664 02 -334 887
27 Other toreign? 4403 3.072 232 11 146 183 240 490 294 232
28 Nonmonctary international and regional
organizations . ot -R43 -53 —104 - 168 57 222 -127 238 —-53
Mimo Oil-exporting countrics
29 Middle East? -1.014 7.672 325 598 140 601 990 561 358 325
30 Africat - 100 330 51 100 0 25 [k 30 207 51

1 Estimated otticial and private holdings of marketable U S Trczlsur( securities
with an ongmal matunty of more than T year Data are based on a benchmark
survey of holdings as of Jan. 31, 1971, and monthly transactions reports Excludes
nonmarketable U § Treasury bonds and notes held by otticial mstitutions ot toreign
countrics

2 Beginming December 1978, includes U S. Treasury notes publicly issued 10
private foreign residents denominated i foreign currencies

3 Comprises Bahrain, Iran. Irag. Kuwait, Oman Qatar, Saud: Arabia, and
United Arab Emurates (Trucial States)

4 Comprises Algenia, Gabon, Libya. and Nigeria

3.22 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS

Millions of dollars, end ot period

1980 1981
Assets 1978 1979 1980
Aug Sept Oct Nov Dee Jan, Feb r
1 Deposits 367 429 441 136 460 368 368 411 573 422
Assens held i custody
2 US Treasury sccurities! 117.126 95,075 104,490 96,504 96.227 98,121 102,786 | 102417 104,490 | 106,389
3 Earmarked gold? - . 15,463 15,169 14.893 15,025 14.987 14,986 14.968 14 965 14,893 13,835

1 Marketable U S, Treasury bills, notes, and bonds. and nonmarketable U S
Treasury securities payable in doltars and in toreign currencies

2 The value of carmarked gold increased because of the changes in par value
of the US dollar in May 1972 and m October 1973

Noit Excludes deposits and U S Treasury securities held tor international and
regronal organizations Earmarked gold 1s gold held tor toreign and mternational
accounts and s nat included w the gold stock of the United Sates
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3.23 FOREIGN TRANSACTIONS IN SECURITIES

Millions of dollars

1981 1981} 1981
Transactions, and area or country 1979 1980
Jj':;] B July Aug Sept Oct Nov Dec Jan.»
US corporate secunties
S10CKS
I Foreign purchases 22.781 40,320 3,419 3110 1,505 3,569 4.438 4.457 4,345 1,419
2 Foreign sales 21,123 35,044 3.001 2800 3.3 3,329 3,920 3,588 3,783 3.000
3 Net purchases, or sales (- 1,658 5,276 417 3 203 241 519 869 562 417
4 Foreign countries 1,642 5,258 406 R 205 246 524 867 540 406
5 Europe 217 3.036 296 115 42 -3 300 633 222 296
6 France ... .... 122 479 74 62 30 -3 53 109 57 74
7 Germany . - 221 184 18 -13 =21 -8 35 121 7 18
8  Netherlands -71 ~328 42 -27 —26 - 38 -29 —58 -17 42
9 Switzerland - 514 308 108 —82 -127 -~ 122 81 265 — 88 105
10 Umted Kingdom . .. 964 2,50 177 188 216 153 172 251 299 177
11 Canada .o 552 847 26 81 13 -2 —66 263 230 26
12 Latin America and Canbt -19 143 63 =25 32 -83 132 57 - 12 63
13 Middle Fast! . 688 1,206 63 141 183 410 126 - 109 177 63
14 Other Asia 211 -4 - 24 -9 -22 19 31 18 68 - 24
15 Africa -4 -1 2 -1 0 2 2 0 -2 2
16 Other countries 7 30 =20 2 21 4 -3 § -6 -20
17 Nonmonetary international and regional
organizations . 17 18 12 2 -2 -5 -6 2 22 12
Bonps?
18 Foreign purchases 8.803 15.356 1.603 1 695 1,087 645 1,612 1.181 946 1.603
19 Forcign sales 7.608 9.968 817 R98 S8Y 481 739 902 826 817
20 Net purchases, or sales (- 1,195 5,387 787 797 498 165 873 278 121 787
21 Foreign countries 1,330 5,453 760 769 475 214 918 283 107 760
22 Europe 626 1,585 214 129 27 -3 284 151 ~26 214
23 France 1 143 4 8 6 =2 16 12 12 4
24 Germany .. 58 213 49 -50 - 11 4 30 13 22 49
25  Nctherlands . —-2aR - 65 [ 26 -7 7 8 -7 17 6
26 Switzerland | - 1i8 54 22 - 16 -9 0 1 8 14 22
27 Untted Kingdom 814 1.252 124 196 53 -5 215 154 ~113 124
28 Canada ..., . 80 135 7 -2 25 12 9 21 -7 7
29 Latin America and Caribbean 109 185 1 29 R 18 7 11 -5 1
30 Muddic East! 424 RN 542 600 382 194 594 105 113 542
31 Other Asta 88 17 -1 13 9 14 24 -3 n -1
32 Africa . 1 ] 0 0 4] 0 [ 0 1] 0
33 Other countries 1 10 -4 1 0 -2 0 -1 [} -4
34 Nonmonetary international and regional
organizations . —134 - 65 27 28 23 -49 —-45 -4 14 27
Foresgn secunties
35 Stocks. net purchases, or sales (—) - 786 2239 36 -76 - 201 — 558 -33s 129 - 68 36
36 Foreign purchases . . 4,015 7870 695 654 605 694 788 927 721 695
37 Foraign sales 5.401 10,108 659 731 80S 1.253 1.143 798 788 659
38 Bonds, net purchases, or sales (- ) —3.855 - 835 —235 374 - 259 84 - 206 91 274 —235
39 Foreign purchases . . 12.672 17.062 1.142 1.725 1,374 1,231 1,651 1,252 1,786 1,142
40 Foreign sales 16,527 17.898 1.378 1.351 1.634 1316 1.857 1.161 1,512 1.378
41 Net purchases, or sales (—), of stocks and bonds —4,641 -3,074 =200 298 — 460 — 643 — 564 219 206 -200
42 Foreign countries —3.,891 — 3,950 —259 =32 — 384 — 680 -576 196 -177 — 259
43 Europe - 1,646 —958 - 116 10 -176 =110 113 -30 - 86 - 116
44 Canada . - 2.601 -2,094 -4 -29 42 344 - 051 327 24 -4
45 Latin Ameria and Cartbbean 47 126 S| M - 14 7 15 -24 -1 S1
46 Asta . .. 44| - 113t - 175 55 -313 --223 - 16 ~73 - 84 175
47 Afnca . 3 24 - 10 | 0 -4 29 -1 - 13 -10
48 Other countri. 25 81 -4 7 76 [ - 16 -3 -7 -4
49 Nonmonetary international and regional
organizations . - 750 876 59 330 —76 37 15 23 383 59
1. Comprises oil-exporting countries as tollows Bahran, Iran, Iraq., Kuwait, 2 Tncludes state and tocal government secunties, and securitics ot U S, gov-
Oman, Qatar, Saudi Arabia, and United Arab Enurates (Trucial States) ernment agencies and corporations  Also mcludes sssues ot new debt securities sold

abroad by U S, corporations organized to finance direct imvestments abroad
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3.24 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterpriscs in the

United States!

Multions of dolars, end of pertod

1979 1980
Type, and area or country 1978 1979
June Sept Dec Ma June Sept
1 Total 14,879 16,950 15,519 15,700 16,950 17,373 18,472 18,406
2 Payable in dollars . 11,516 13,932 12,631 12,692 13,932 14,437 15,105 15,203
3 Payable n toreign currencies? | 3,363 3,018 2,888 3,008 3,018 2,936 3,366 3,203
By type
4 Financial liabihitics 6,305 7.311 6,049 6,131 7.311 7.802 8,307 8,125
5 Payable in dollars . 3,841 5,101 3,876 3.877 5,101 5,618 5,751 5,707
6 Payable in foreign currencies 2,464 2,210 2,173 2,254 2,210 2,184 2,556 2,418
7 Commercial habilities 8,574 9,639 9,470 9,568 9,639 9,571 10,165 10,281
8  Trade payables 4,008 4,380y 4,302 4,051 4,380 4,138 4,265 4,370
9 Advance receipts and other habilities 4,566 5,258 5,168 5518 5258 5,433 5,899 5911
10 Payablemndollars . ..., . 7.675 8,830 8,738 8815 8,830 8,819 9,355 9,496
11 Payable 1n foreign currencies 899 K08 715 754 808 752 810 785
By areq or country
Financial habilities
12 Europe C 3.903 4,579 3,582 3713 4.579 4,813 5,392 5,214
13 Bcrgxum-l‘uxcmbourg 289 345 355 317 345 360 422 404
14 France 167 168 134 126 168 188 341 327
15 Germany 366 497 283 381 497 520 657 557
16 Netherlands 390 834 401 542 834 801 783 766
17 Switzerland . 248 168 235 190 168 172 238 224
18 United Kingdom 2,110 2,372 1,955 1,957 2,372 2,568 2,783 2,761
19 Canada 244 445 290 304 445 383 482 456
20 Latin America and Cartbbean 1,357 1,483 1,395 1,347 1.483 1,764 1,633 1,718
21 ahamas 478 375 477 390 375 459 434 412
22 Bermuda 4 81 2 2 81 83 2 1
23 Brazil ... 10 18 19 14 18 22 25 20
24 British West Indies 194 S14 189 198 514 694 700 685
25 Mexico . . . 102 121 131 122 121 101 1wt 108
26 Venezuela 49 72 68 71 72 70 72 74
27 Asia, ... 791 795 772 757 795 821 775 705
28 Japan .. ... . 714 723 706 700 723 737 680 615
29 Middle East oil-exporting countries 32 3 25 19 31 26 31 37
30 Afnica Coe S 4 6 s 4 11 10 1
31 Oil-exporting countries? 2 1 2 | 1 1 { 1
32 Allothers 5 4 N ] 4 10 1S 21
Commerctal liabilitics
33 Europe ... ... 3,08 3,621 3,303 3,393 3,621 3,682 4,008 4,010
34 Belgium-Luxembourg . 75 137 81 103 137 117 132 107
35 France . 321 467 353 194 467 503 485 486
36 Germany 529 834 471 539 534 533 714 670
37 Netherlands 246 227 230 206 227 288 245 272
38 Switzerland . 302 310 439 48 310 382 462 451
39 United Kingdom 824 1,073 997 1,015 1.073 994 1120 1,024
40  Canada 667 868 663 77 868 720 591 590
41  Latin America 997 1,323 1,335 1,401 1,323 1,253 1271 1,361
42 Bahamas 25 69 65 89 [ 4 26 8
43 Bermuda . 97 32 82 48 32 47 107 114
4 Brazil .. 74 203 165 186 21 228 5t {56
45 British West [ndics 53 21 121 21 21 20 37 12
46 Mexico 106 257 216 270 257 238 272 324
47 Venezuela 03 301 323 359 301 211 210 293
48 Asia 2932 2,865 3,034 2,996 2,865 2912 3,053 2,889
49 Japan . .. 448 488 516 57 488 574 411 492
50 Middle East oll-exporting countries? 1,523 1,017 1,225 1,070 1,017 901 1,019 937
51 Alnca . 743 728 891 775 728 742 875 1,036
52 Oil-cxporting countries* . 312 384 410 370 384 382 498 633
53 Allothert 20 233 243 287 233 263 ‘ 367 396

I For a description of the changes w the International Statistics tables, see July
1979 BULILTIN, p. 550
2. Before December 1978, foreign currency data include only habilities denom-

nated 1n foreign currencies with an original maturity ot less than one year

3 Compnses Bahramn, Iran, Iraq, Kuwait, Oman, Qatar, Saudi

United Arab Lmirates (Trucial States),

4 Comprises Algenia, Gabon, Libya, and Nigeria
5 Includes nonmonetary wternational and regronal orgamzanons,

Arabia, and
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3.25 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the
United States!

Milfions of dollars, end of period

1979 1980
Type, and area or country 1978 1979
June Sept Dec Mar June Sept.
1 Total . 27,859 30,859 30,296 30,949 30,859 31,953 31,850 31,374
2 Payable in dollars . . 24,861 27,703 27,394 28,280 27,703 28,956 28,808 28,240
3 Payable in foreign currencics? 2,998 3,156 2,902 2,668 3,156 2,997 3,042 3,134
By type
4 Financial claims .. . 16,522 18,107 19,303 19,176 18,107 19,237 18,499 18,164
5 Deposits ............ . 11,062 12,461 13,643 13,730 12,461 13,563 12,658 12,099
6 ayable in dollars . 10,000 11,572 12,706 12,830 11,572 12,601 11,778 11,018
7 Payable m foreign currencies 1,061 889 938 901 889 963 879 1,081
8  Other financial claims 5,461 5,646 5,660 5,446 5,646 5,673 5,841 6,065
9 Payable in dollars . . . 3,855 3,792 4,059 4,030 3,792 4,046 4,103 4,395
10 Payable in foreign currencies 1,606 1,854 1,601 1416 1.854 1,627 1,737 1,670
11 Commerecial claims . . . . 11,337 12,752 10,993 11,773 12,752 12,716 13,352 13,210
12 Trade receivables 10,778 12,064 10,364 11,061 12,064 12,071 12,656 12,521
13 Advance payments and other claims 559 688 628 712 688 645 695 689
14 Payable indollars ... .. L 11,006 12,339 10,629 11,421 12,339 12,309 12,926 12,827
15 Payable in foreign currencies . ..... 331 413 363 352 413 407 425 383
By area or country
Financial claims
16 Europe ..... .... 5,218 6,115 5,638 6,562 6,115 5,826 5,835 5.576
17 Belgium- Luxembnurg 48 32 54 33 32 19 23 14
18 France....... 178 177 183 191 177 290 307 381
19 Germany 510 407 361 393 407 298 190 168
20 Netheslands . 103 S3 62 51 53 39 37 30
21 Switzerland . 98 73 81 85 73 89 96 41
22 United Kingdom . 4,023 5,053 4,650 5,522 5,053 4,778 4,855 4,546
23 Canada..... . . . 4,482 4,812 5,146 4,767 4.812 4,882 4,778 4,798
24 Lann America and Caribbean 5,665 6,190 7,433 6,682 6,190 7,512 6,807 6,671
25 Bahamas............ 2,959 2,680 3,637 3,284 2,680 3,448 2,962 2,757
26 Bermuda . 80 30 57 31 30 34 25 65
27 Brazl ...... 151 163 141 133 163 128 120 116
28 British West Indies . . . 1.288 2,001 2,407 1.838 2,001 2,391 2,393 2,283
29 Mexico .. .. 163 158 159 156 158 169 178 192
30 Venezuela 150 133 151 139 133 132 139 128
31 Asa......... 922 693 800 818 693 708 758 792
32 Japan . ... 307 190 217 222 190 226 253 269
3 Middle East osi-exporung countrics 18 16 17 21 16 18 16 20
34 Africa . . 181 253 227 277 253 265 256 260
35 Oil- exporung countrics® 10 49 23 41 49 40 35 29
36 Allothers . oL 55 44 61 69 44 43 65 68
Commercial claims
37 Europe ...... 3,985 4.895 3.833 4,127 4.895 4,751 4.820 4,610
ki) E;lum Luxembuurg 144 203 170 179 203 208 255 227
39 France 609 727 470 518 727 703 662 698
40 Germany 399 584 421 448 584 515 504 561
41 Netherlands 267 298 307 262 208 347 297 287
42 Switzerland . . 198 269 232 224 269 349 429 332
43 United Kingdom 827 905 731 818 905 924 908 979
4 Canada .. . . 1,096 843 1,106 1,164 843 862 895 926
45  Laun Amenca and Caribbean 2,547 2,853 2,406 2,595 2.853 2,990 3,281 3,351
46 Bahamas. . 109 21 98 16 21 19 19 53
47 Bermuda .. 215 197 118 154 197 135 133 81
48 Brazil .. . 629 647 503 568 647 656 697 709
49 British West Indies 9 16 25 13 16 1 9 17
50 Mexico . 506 698 S84 648 698 833 921 973
51 Venezuela 292 342 296 346 342 349 394 384
52 Asia.. 3,082 3,365 2,967 3,116 3,365 3.370 3,540 3,361
53 Japan . 976 1,127 1,005 1,128 1,127 1,209 1,130 1,065
54 Middle East oil-exporting countries’ "7 766 685 701 766 it 829 829
55  Africa ... 447 556 487 549 556 518 567 699
56 Onl- expomng countries’ 136 133 139 140 133 114 115 135
57  Allothers . 179 240 194 220 240 225 249 264
1. Foradescrlpuon of the changes in the International Statistics tables, see July 3. Comprises Bahram, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
1979 BULLETIN, p 550 United Arab Emirates (Trucml States)
2. Pnor to December 1978, foreign currency data include only liabilities denom- 4. Comprises Algenia, Gabon, Libya, and Nigena.

inated in foreign currencics with an original maturity of less than one year 5 Includes nonmonctary international and regional organizations
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3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Percent per annum

Rate on Feb 28, 1981 Rate on Feb 28, 1981 Rate on Feb 28, 1981
Country Country Country

Per- Month Per- Month Pei- Month

cent eftective cent cetfective cent cttective
Argentina 169 80 Feb 1981 France! 120 Feb 1981 Sweden 120 Jan 1981
Austria 675 Mar 1980 Germany, Fed Rep of 75 May 1980 Switzerland 40 Feb 1981
Belgum 120 July 1980 Ttaly 165 Scpt 1980 United Kingdom 14 (¢ Nov 1980
Brazil . 400 June 1980 Japan 725 Noy 1980 Venesuceld i July 1980
Canada 17 08 Feb [981 Netherlands 80 Oct 1980
Denmark . 1100 Oct 1980 Norway 90 Nov 1979

1 As fueeFcbruary {981, the ratggt which the bank of France discounts Treasuty
bills for seven to ten days

Noit. Rates shown arc mamly those at which the central bank either
discounts or makes advances against eligible commercial paper and/or

povernment securihies for commerctal banks ot brokers  For countries with
more than one rate appllulhlc to such discounts or advances, the rate
shown s the one at which 1t 15 understood the central bank transacts the
largest proportion ot its credit operations

3.27 FOREIGN SHORT-TERM INTEREST RATES
Percent per annum, avelages of daily figues

1980 1981
Country, or type 1978 1979 1980
Aug Sept Oct Nov Dec Jan kcb
B N
1 Eurodollars 874 11 96 14 00 10 82 1207 1355 16 46 19 47 18 07 17 18
2 Umted Kingdom 918 13 60 16 59 16 45 15 89 15.87 15 84 14 64 1420 1312
3 Canada 852 t 91 1312 10 47 1073 1171 12 96 16 83 16 98 17 28
4 Germany 367 6.64 9 45 893 890 8.99 937 JIUNNS 941 1074
5 Switzerland 074 204 579 582 557 540 553 661 5.08 709
6 Netherlands 653 933 10,60 v 97 10 31 9063 959 969 936 9.78
7 France . 8 10 944 12 18 1120 L8l ey 1126 1152 1138 1187
8 Ttaly 11 40 11 8S 17 50 17 30 17 50 18 16 17 51 17 47 17.34 17 50
9 Belgium 7.14 10 48 14 06 12 52 12 3§ 1224 12 40 1275 12 41 12.52
10 Japan . 475 610 1145 1204 11 46 10 98 974 960 900 8352
NoiL, Rates are for 3-month anterbank loans except tor the tollowing tranes and over, and Japan, Gensaks rate
Canada, finance company paper, Belgum, time deposits ot 20 mullion
3.28 FOREIGN EXCHANGE RATES
Cents per unit of foreign cutrency
1980 1981
Country/currency 1978 1979 1980
Aug Sept Oct Nov Dec Jan Feb
1 Australta/dollar 114 41 177 114.00 115 77 117 04 11743 116 75 116 86 118 19 116 26
2 Austria/schilling 6 8958 7 4799 7 7349 7 8840 7 8916 76714 7 3433 7 1549 7 (297 6 6{33
3 Belgum/franc . 3 1809 3.4008 3 247 3 4883 3 AR44 33879 32457 31543 3 (962 2 8972
4 Canada/doliar 87 729 85 386 85 53() 86 263 85 861 85 538 84 286 83 560 83 974 83 442
5 Denmark/krone 18 156 19 010 17 766 18070 18 068 17 639 16 962 16 573 16 181 15.152
6 Finland/markka 24,337 27732 26 892 271353 27 428 27,122 26 452 25903 25 752 24 656
7 France/franc 22218 23 504 23 694 24 106 24 056 23 489 22 518 21 925 21 539 20 142
8 Germany/deutsche mark 49 867 54 561 55,089 55 867 S5 883 54 280 52 113 S 769 49 771 46 757
9 India/rupee 12 207 12 265 12 686 12 849 12903 12932 12 868 12 608 12 567 12 164
10 Ireland/pound 191 84 204 65 205,77 210 62 210 34 203.8% 194 59 189.01 185 54 173 31
{1 ltaly/lira 11782 12035 11694 1801 11742 11441 11000 o704 10478 09807
12 Japan/yen 47981 45834 44314 44666 46644 47777 46928 47747 49419 48615
13 Malaysia/mnggit 43 210 45 720 45 967 46 434 47 127 46 902 46 187 45 4006 44 994 44 196
14 Mexico/peso 4 3896 4 3826 413535 43389 43443 43324 4 3166 43071 42792 42544
15 Netherlands/guider 46 284 49 843 5G 369 St 308 51398 S0052 48 162 46 730 45 810 42 870
16 New Zealand/dollar 103 64 102 23 Y7 337 97 738 98 309 98 069 96 770 95 404 96 137 93 414
17 Norway/krone 19 079 19 747 20 261 20 555 20 676 20 421 19 938 19 370 19 087 18 485
18 Portugal/escudo 22782 2.0437 1 9980 20163 2,0096 1 9756 19178 1 8773 1 8591 17722
19 South Africa/rand 1501 11872 128 54 135S 13273 13313 13320 132 83 133 69 12927
20 Spain/pescta 13073 1 4896 1 3958 1 3810 1 3639 13423 1 3085 12653 1 2409 1 1686
21 8n Lanka/rupec 6 3834 6 4226 61947 6 2980 63196 59707 58139 57379 59525 5 5975
22 Sweden/krona 22 139 23.323 23,647 23 953 24 072 23 845 23 240 22722 22 490 21.73%
23 Switzerland/franc . 56 283 60 121 59 647 60 527 61 012 60 185 57 942 56 022 54 907 51502
24 Umited Kingdom/pound 191 84 212.24 232 98 237 04 240.12 241 64 239.41 234 59 240 29 229 41
MLMo
25 United States/dollar! 92 39 88 09 87 39 86 09 RS 50 8659 89 13 90 99 91 38 96 02

I. Index of weighted average exchange value of U.S dollar agamst cur-
rencics of other G-10 countries plus Switzerland  March 1973 = 100
Weights are 1972-76 glnbﬂl trade of each of the 10 countries Series
revised as of August 1978 For description and back data, sce “Index of

the Weighted-Average Fxchange Value of the U'S Dollar Revision™ on page
700 ot the August 1978 Buiin 1N

Nott  Averages of certitied noon buymg rates in New York for cable transfers
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“U.S. government securities’” may include guaranteed is-
sues of U.S. government agencies (the flow of funds figures
also include not fully guaranteed issues) as well as direct obli-

STATISTICAL RELEASES

0 Calculated to be zero

n.a. Not available

n.e.c. Not elsewhere classified

[PCs Individuals, partnerships, and corporations
REITs Real estate investment trusts

RPs Repurchase agreements

SMSAs Standard metropolitan statistical areas
...... Cell not applicable

gations of the Treasury. ‘*State and local government’’ also
includes municipalities, special districts, and other political
subdivisions.

In some of the tables details do not add to totals because of
rounding.

List Published Semiannually, with Latest Bulletin Reference

Anticipated schedule of release dates for periodic releases ......

SPECIAL TABLES

Issue Page
December (980 A80

Published Irregularly, with Latest Bulletin Reference

Commercial bank assets and liabilities, call dates, Deccmber 31, 1978, to March 31, 1980 ........
Commercial bank assets and labilitics, June 30, 1980.............
Commercial bank assets and liabilities, September 30, 1980.....

Assets and liabilities of U.S. branches and

@gencies of foreign banks, June 30, 1980 .z......................

Special tables begin on Tollowing page.

October 1980 AT
......................................... December 1980 A68
............................................ February 198t A68
............................................ March 1981 A68



A68 Special Tables O March 1981

430 ASSETS AND LIABILITIES of U.S. Branches and Agencies of Foreign Banks, June 30, 1980

Millions of dollars

All states? New York Other states?
Cah- i
Item fornia B 101
] . Total? ranches )
Total Branches | Agencies | Branches | Agencies Branches | Agencics
1 Totalassets® . ......  .....  ........ 122,529 74,767 47,763 64,774 20,671 25,782 5,941 4,028 1,333
2 Cash and due from de&osuory nstitutions .. ..... 17,340 14,342 2,999 13,575 2,756 219 671 96 24
Currency and coin (U S and foreign) e 16 13 3 10 1 2 1 2 0
4 Balances with Federal Reserve Banks . 22 17 5 14 5 0 3 0 0
5 Balances with other central banks . . . ....... 1 1 0 1 0 0 0 0 0
6 Demand balances with commercial banks in United
States . . i i e 8,611 6,604 2,008 6,418 1,916 87 141 44 S
7 Al other balances with de sitory nstitutions
United States and with banks 1n foreign
countries ... ... . ... 7.894 7.038 855 6,465 723 113 524 49 19
8 Time and savings balances with commercial banks
in United States NN 3,700 3.401 60 3,246 243 45 109 46 11
9 Balances with other deposuory nstitutions in
United States ...~ ........ 431 431 0 430 0 0 0 0 0
10 Batances with banks in foreign countrics . 3,763 3,207 556 2,789 480 67 415 3 9
1 Foreign branches of U S. banks .. 813 624 189 544 171 17 80 0 1
12 QOther banks in foreign countries ... . 2,949 2.583 366 2,245 308 50 335 3 8
13 Cash items 1n process of collection e 796 669 128 666 111 17 1 1 0
14 Total securities, loans, and lease financing receivables 75,602 49,778 25,824 42,428 12,438 12,172 4,873 2,465 1,226
15 Total securities, book value .. . e 2,929 1,667 1,263 1,441 1,136 127 123 102 0
1 US Treasury . ...... ... .. 1,918 1,018 900 895 840 60 25 98 0
17 Obhgations of other U § government agencics and
corporations ... Lo 299 80 220 77 201 20 0 1 0
18  Obligations of states and pulmcal subdivisions 1n
nited States . ,..... .. ... ..., 159 124 36 93 1 35 28 3 0
19 Other bonds, notes, debentures and corporate stock 553 445 108 376 95 13 69 0 0
20 Federal funds sold and secuntics purchascd under
agreementstoresell .... . .. ... 5.640 3013 2,626 2.876 2.2 350 110 22 4
By holder
21 Commercial banks in United States . 5,368 2,795 2,574 2,710 2237 339 57 22 4
22 Others. . .. oo iie. . 271 219 53 166 42 10 53 0 0
By type
23 One-day maturity or continuing contract ... 5,336 2.975 2,561 2.854 2,218 346 94 22 4
24 Securities purchased under agreements to resell 132 72 19 52 20 41 0 0
25 Other .......  ..... . ... . 5.404 2915 2.489 2.834 2,166 326 53 22 4
26 Other securities purchased under agreemems to
resell . ........ ... . 104 38 66 22 62 4 16 0 0
27 Total loans, gross ... e 72,760 48,161 24,599 41035 11,315 12,070 4,751 2,364 1,226
28 LEss' Unearned income on loans .. ....... . 90 52 38 50 13 25 1 0
29 Equats: Loans, net . e e e 72,670 48,109 24,561 40,985 11,302 12,045 4,750 2,363 1,226
Total loans, gross, by caregary
30 Real estate loans . .. e e 1,704 243 1,460 120 651 693 19 95 126
31 Loans to fimancial msm\mons R e e 23,933 18,764 5,169 17,273 2,794 2,323 1,430 61 51
32 Commercial banks in United States ..... 11,651 9,278 2,373 8,470 1,074 1.287 755 53 12
33 U §. branches and agencies of other forelgn bdnks 10,714 8,560 2,155 7.809 903 1,252 699 52 0
4 Other commercial banks ... 937 718 219 661 172 35 56 1 12
35 Banks in foreign countries .... . ., ... . 11,285 8,791 2,494 8,274 1,479 980 518 2 35
36 Foreign branches of U.S. banks o 1,456 1,086 371 006 277 94 77 2 0
37 Other. . ... .. 9,829 7.705 2,123 7,267 1,202 886 438 0 35
38  Other financial institutions . . 997 695 302 529 241 56 160 6 5
39 Loans for purchasing or carrying securities . .. ... 738 362 n 337 354 19 20 5 0
40 Commercial and industrial loans ... . .  ....... 38,304 22,901 15,403 17,679 6,297 8,114 3,076 2,143 994
41  US addressees (domicile) ..  ......... 23,863 14,102 9,761 10,053 3.391 5,445 2,738 1,310 927
42 Non-US. addressces (domucile)  ....... 14,440 8,799 5,642 7,626 2,906 2,669 339 834 67
43 Loans to individuals for household, famlly, and other
personal expenditures ... . L. 101 67 34 51 17 17 4 11 0
44 Allotherloans . .. ... ..., . 7.985 5.824 2,161 5.575 1,202 904 202 47 55
45 Loans to forelgn governments and official
nstitutions ..., ... . 6,665 4,725 1,940 4,516 1,021 864 189 19 55
46  Other. e e e 1.320 1,099 221 1,058 181 40 13 28 Q
47 Lease financing recewvables . ... ..., - 2 1 2 0 1 1} 0 1]
48 Allotherassets ..... ... ....c. ... coiiaen . 23,947 7.634 16,313 5.895 3197 13,041 288 1,446 80
49 Customers’ liability on acceptances outslandmg 7,617 3,711 3,906 3,618 2,728 1,151 61 32 27
50 U.S. addressees (domucile) ....... .  ...... 4,000 2092 1,908 2,044 899 988 37 11 21
51 Non-U §. addressees (domicile) ....... . 3,616 1,618 1,998 1,573 1,829 163 24 21 6
52 Net due from related banking msmutlons‘ 12,777 1,527 11,250 160 0 11.229 0 1,366 21
53 Other . ....  ...... . ... 3,553 2,396 1,157 2,117 469 661 227 48 31
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U.S. Branches and Agencies

A69

54

S5
S6

97

98
99
100
101
102

103
104
105
106

107
108

ltem

‘Lotal liabilities?

Total deposits and eredit balances
individuals, partieisinps and oiporations
U'S addiessees (donietle)
Non-U S addiessees (donueile)
U'S government, states, and pohtical subdivisions
m United States
Allother
Foreign governments and otfiaal institutions
Commeraal banks i United States
US branches and agencies of other toreign
banks
Other commerctal banks i United States
Banks in toreign countiies
Foreign branches of £1S banks
Other banks i toresgn countices
Cettified and otticers chechs tavelers dhiecks,
and letters ot credit sold for cash

Demand deposits
Individuals, partnerships, and corporations
7S addressees (domiaiie)
Non-U S, addressees (domeale)
U S government, states, and political subdhvisions
in United States
All othe
Foreign governments and otficial institutions
Commerctal banks m United States
U 'S branches and agenaes ot other toreign
banks
Other commercial banks m United States
Banks in toreign countnes
Cettitied and ofticers’ chechs, tiaselets chedks
and letters of credit sold tor cash

Time deposits

Individual, partnerships, and corporations
U S addressees (domuctle)
Non-U S addressees {domicile)
U S government states, and political subdivimions
mn Umted States
Allother
Foreign governments and oftraal msttutions
Commeretal banks m United States
US branches and agencies ot other toreign
banks
Other commeraal banks i United States
Banks m torewgn countries

Savings depostts

Individuals, partierstups and corporations
U'S addressees (domiale)
Non-U § addressees (domictle)
U'S government, states and political subdivisions
i Umted States
Allother

Credit balances
Individuals, partnerships, and cotporations
U S addressees (domcde)
Non-U § addressees (domuctle)
U S government, states, and pohitical subdivisions
m United States
Allother
Foraign governments and otficial mstitutions
Commercial banks in United States
US branches and agencies ot othet toreign
banks
Other commercal banks i United States
Banks i toreign countnes

New York

All states”

fotal Branches

R E—
122,529 74,767
34,009 29 632
16918 1617t
14,252 14 049
2 666 212
103 103
17.048 1335y
2927 2072
5743 4038
Lo 832
4,902 3 800
2707 231K
4% W

2 060 227
5.67t 3731
140915 8910
1,526 1479
981 908
545 st

14 14

9 175 7417
mm 714
1,953 1 951
165 164
1,788 1787
1,028 1021
5671 1731
20,952 20372
14 654 14 342
12 876 12.871
1.778 1471
89 8
6,209 3 04t
2,109 JECAL
2,698 2 086
008 008
2027 2019
1,406 1297
77 351
176 35,0
209 209
167 141

Q )
l I
1.820 bl
162 J
[8S bl
177 1)

0 R
1403 i}
95 i)
1098 {
8 !
1,087 R
273 il

Agenaes

47,763

1437
747
203
44

0
3690
258

1 10S

9
196
389

]
81

{940

P
ES

40

581
312

5
307

0
268

1825
102

177

0
403
95
1.095

1 087
273

Cl-

Imm.ll

Branches | Agencies Tot
64,774 20,671 25,742
20 675 103 760
135819 WS %)
151 130 P
2008 175 s
29 0 0
13128 13 46
25%0 )1 165
403 1S \
831 8 0
179 1 0x7 ]
2266 07 Y
7 0 8
2,229 07 m
1 O81 1.877 ol
8,085 1877 16
1,280 0 L
798 0 7
482 0 3
13 0 0
7,301 1 877 7%
712 0 )
1919 0 X
1G4 0 0
1,788 0 |
Loty 0 7
3081 1 877 o1
17,726 0 536
194 0 290
1053 0 .
1391 U] W0
10 i} 0
3700 0 200
L.83% 0 151
2,681 1 0
068 0 0
2084 0 0
1247 0 108
295 0 A
295 0 5%
lal 0 \
134 t 20
u 0 u
1 0 0
o 1757 60
0 305 51
{ 130 N
0 175 \
0 0 0
0 1,452 g
0 9 4
a 1.095 0
Q0 8 o
0 1087 0
0 267 1

—

Hhinois
Branches

Other states’

HBranches

Agencies

5,941
179
27
208

71

3
190
1>

24

4,028

REYA
1360
2317

s

71
41
10

ottty

1,333

0
0
0

0
U

0
0

For notes see page A71
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4,30 Continued

All states? New York . Other states?
It fg"h', [llinots
cm T 'f']'ﬁ Branches
Total | Branches | Agencies | Branches | Agencies ota Branches | Agencies
109 Federal funds purchdsed and sold under dgrcemcnt to
repurchase . o 11,547 6,448 5,099 5,635 2.529 2,416 664 149 154
By holder
110 Commercial banks in Unncd States 10,536 5,937 4,598 5,144 2,172 2,403 644 149 23
111 Others ... 1,012 51 501 491 357 13 19 0 131
By type
112 One-day maturity or contintung contract 11,346 6,254 5.092 5451 2,529 2,410 654 149 153
us3 Securities sold under agreements (o repurchasc SO0 431 69 425 3 66 7 0 0
114 Other A 10,845 5823 5.023 5,026 2,526 2,344 647 14% 153
115 Other secunties sold under dgrccmcnts 1o
repurchase e 201 194 7 184 0 7 9 0 1
116 Other habihties for borrowed moncy . 33,383 11,673 21,710 9,691 3,756 17916 1.545 437 37
117 Owedtobanks .. .. e 30,485 10,370 20,115 8,526 3.460 16,618 1,497 346 37
118 U.S. addressees (domicile) 24,920 6,352 18,568 5,042 2,926 15,614 966 344 28
119 Non-U § addressces {donucile) 5,565 4,018 1,547 3,484 534 1,004 531 2 9
120 Owed to others 2.898 1,304 1,595 1,164 296 1‘299 49 91 0
121 U.S. addressees (domlmlc) ...... 2,142 960 1,182 843 80 1,102 30 87 1]
122 Non-U § addressees {(domicile) . 756 344 413 322 216 196 19 3 )
123 A]] uther lLiabilities . 43,529 27,013 16,516 22,772 10,751 4,690 3.253 969 1,094
124 eptances exccuted and oulslandmg 8,103 3.809 4,294 3,702 2,504 1,763 73 34 27
125 th ue to refated b'mkmg msmutmms 32,379 20,798 11,581 16,911 8017 2.533 2,976 893 1,049
126 Other. N 3,047 2,406 642 2,159 230 394 203 43 18
MEeMO
127 Time deposm of $100,000 or more 19,680 19,259 421 16,810 0 408 176 2,272 14
128  Certificates of deposit (CDs) w denominations of
$100,000 0or more ... . ... 16,526 16,210 316 13,818 0 314 154 2,237 3
129 Other .... . ... . 3,154 3,049 105 2,992 0 93 22 35 11
130 Savings deposits authorized for automatic transfer and
NOw accounts . ... .. . 56 S8 1 52 0 1 0 2 0
131 Money market time certificates of $10,000 and less
than $100,000 with original maturities of 26 weeks 330 326 4 294 0 4 13 19 1
132 Time certificates of deposit in denomiations of
$100,000 or more with remainung matumy of
more than 12 months . .. 1,395 1,311 84 1,230 0 82 14 67 2
133 Acceptances refinanced with a U S -chartered bank 1,560 734 826 616 321 506 10 108 (]
134 Statutory or regulatory asset pledge requirement ... .. 44,791 34,720 10,071 30,167 10,027 30 4,501 51 15
135 Statutory or regulatory asset maintenance rcqulremem 4,765 4,536 229 2,953 173 18 157 1,426 38
136 Commercial letters of credit . ....... 7,976 4,543 3,433 4,087 1,060 2,331 236 220 42
137 Standby letters of credit, total ..., 3,361 2,275 1,086 1,953 489 472 215 106 126
138  U.S. addressees (domicile) . 2,447 1.662 788 1477 4 412 it 74 59
139 Non-U.S. addressees (domicile) 914 613 301 476 175 60 104 33 67
140 Standby letters of credit conveyed to others through
participations (included in total standby letters ot
credit) . ... L oL 48 20 29 18 6 20 ] 2 3
141 Holdmgs of commercial paper included n total gross
F T . 857 710 147 694 97 50 15 0 0
142 Holdmgs of acceptances included 1n total commercial
industrial loans . . 3573 1,832 1,741 1,749 617 1,119 48 35 4
143 Immedsately available funds with a maturlty greater
than one day (included 1n other labilitics for bor-
rowedmoney) ..... ... ... 15713 5.092 10,621 3,956 2,139 8471 901 238 11
144 Gross due from related banking institutions® 43,781 17.674 26,107 15,338 11,732 14,278 473 1,863 98
145 U.S. addressees (domlclle) . . 14,668 3,398 11,271 2,308 1,618 9,636 102 987 17
146 Branches and agencies in United States ......... 14,411 3.265 11,146 2,176 1,.587 9,543 102 987 16
147 In the same state as reporter . ..., . 584 84 500 67 0 492 0 17 8
148 In other states - 13.828 3,181 10,646 2.109 1,587 9,051 102 970 8
149 U.S, banking subsidiarics6 257 132 125 132 31 93 0 0 1
150  Non-U S addressees (domucle} . . 29,113 14,276 14,837 13,030 10,114 4,642 37 875 81
151 Head office and non-U.8. bmnches and dgencws 27,117 13,488 13,629 12,263 8,909 4,639 354 872 80
152 Non-U.S. banking companies and offices 1,996 789 1,208 767 1,205 2 17 4 1
153 Gross duc to related banking institutions . . 63,383 36,945 26,438 32,088 19.749 5,581 3,450 1,384 1,128
154 U S. addressees (domicnlcg ....... 15,257 7.836 7,421 5,192 4,592 2,346 1,758 885 484
155 Branches and agencies in Umited States 15,043 7.731 7,312 5111 4,507 2,326 1,737 883 478
156 In the same state as reporter . 566 81 485 55 7 477 4 27 0]
157 In other states e 14,477 7.650 6,828 5,056 4,500 1.849 1,737 856 478
158 U.S banking substdiariess 214 104 109 81 84 19 21 2 5
159 Non-U S addressees (domicile) 48,126 29.110 19,017 26,896 15,158 3,236 1,692 504 641
160 Head office and non-U.S. branches dnd agcncms 46,186 27.381 18,805 25,243 15,077 3,106 1.616 504 639
161 Non-U S, banking companies and offices . 1,940 1,729 212 1,653 80 129 76 t 2




4.30 Continued

U.S. Branches and Agencies

A7l

All states? New Yotk Cal Other states?
ali-
Item tornia Lo
‘Lotal? Branches
Total Branches | Agencies | Branches | Agencies ofa Branches | Agencies
—
Average for 30 calendar days (or calendar month) ending (
with report date
162 Total asscts . 126,918 76,433 50,485 66,417 23,436 25,805 5.813 4,183 1,264
163 Cash and duc from depository imstitutions 14,198 11,889 2,309 1,197 2,080 207 615 77 22
164 Federal funds sold and secunittes purchased under
agrecments to rescell . 7,206 5,069 2,137 4,900 1,846 284 152 14 5
165 Total loans 71,167 46,958 24,209 40,008 11,002 12,062 4.5%0 2,343 1,156
166 Loans to banks n toresgn counties 10,942 8,361 2,581 7,846 1,498 1,049 513 2 14
167 Total deposits and credit balances . 34,639 31,258 3,380 28,277 2,592 746 418 2,538 48
168 Time CDs mn denonunations of $100,000 or moie 15,424 15,036 389 12,588 76 3t 150 2,297 2
169 Federal funds purchased and securttics sold under
agreements to repurchasc . . 8,589 4,567 4,022 3,947 1,518 2375 523 97 128
170 Other habihties for borrowed money 33,663 12,899 20,764 10,914 2.794 17,932 1.527 457 38
171 Number of reports filed? 306 135 171 79 63 86 31 24 23

! Data are aggregates of catepunes reported on the quanterly form FFI-C 002,
“Report of Assets and Liabalities of l}S. Branches and Agencies of Foreign
Banks.” This form was first used tor reporting data as of Junc 30, 1980 From
November 1972 through May 1980, U 8, branches and agencies of foreign banks
had filed a monthly FR R86a report Aggregate data from that repott were available
lhrough the Federal Reserve statistical release G 11, tast 1ssucd on July 10, 1980
Data in this table and 1n the G 1 tables are not strictly comparable because ot
differences in reporting panels and in defimtions ot balance sheet items

2 Includes the District of Columbia

3 Agencies account for virtually all of the assets and habalities veported
California

4 Total asscts and total Labilites nclude net balances, if any, due from or duc
to related banking institutions in the United States and i foreign countries (see
footnote 5) On the tormer monthly branch and agency report, avail-

able through the G 11 stansticat release, grovs balances were mcluded i total assets
and total labihties Therefore, total asset and total hability tigures m tius table are
not compatable to those in the G 11 tables

5. “Related banking mstitutions” mcludes the toreign head ottice and other U §
and torcign branches and agencies ot the bank, the bank’s puent holdng company,
and majority-owned banking subsidiarics of the bank and of 1ts parent holding
company (mcludimng subsicharies owned both duectly and mdirectly) Gross amounts
due trom and due to related banking mstitutions are shown as memo items

6 “US banking subsidaries” veters to U S banking subsidiaries majority-
owned by the foreign bank and by related foreign banks and mcdudes U 'S otfices
of U S -chartered commercial banks, ot Ldge Act and Agreement corporations,
and of New York State (Article XI1) investment companes

7 In some cases two o1 more offices of a toreign bank within the same met-
ropolitan area file a consolidated 1eport
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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*.....ccovvnnnnnn 02106 | Robert P. Henderson Frank E. Morris
Thomas [. Atkins James A. McIntosh
NEW YORK*® ............ 10045 | Robert H. Knight, Esq. Anthony M. Solomon
Boris Yavitz Thomas M. Timlen
Buffalo............ooeves 14240 | Frederick D. Berkeley, IIT John T. Keane
PHILADELPHIA ........ 19105 | John W. Eckman Edward G. Boehne
Jean A. Crockett Richard L. Smoot
CLEVELAND* .......... 44101 | J. L. Jackson Willis J. Winn
William H. Knoell Walter H. MacDonald
Cincinnati................ 45201 | Martin B. Friedman Robert E. Showalter
Pittsburgh................ 15230 | Miiton G. Hulme, Jr. Harold J. Swart
RICHMOND* ............ 23261 | Maceo A. Sloan Robert P. Black
Steven Muller Jimmie R. Monhollon
Baltimore ................ 21203 | Joseph H. McLain Robert D. McTeer, Jr.
Charlotte ................ 28230 | Naomi G. Albanese Stuart P. Fishburne

Culpeper Communications

and Records Center 22701
ATLANTA ...........c... 30301
Birmingham ............ 35202
Jacksonville ............ 32231
Miami ........oovveenln 33152
Nashville ................ 37203
New Orleans ............ 70161
CHICAGO™* ........eev.e 60690
Detroit......co.cocevvenen. 48231
ST. LOUIS ............is 63166
Little Rock .............. 72203
Louisville ................ 40232
Memphis ................ 38101
MINNEAPOLIS.......... 55480
Helena............c.ou..0. 59601
KANSAS CITY .......... 64198
Denver..........coocvvinn. 80217
Oklahoma City.......... 73125
Omaha.......coovvevennnnn 68102
DALLAS ..........ooeenis 75222
ElPaso...........coevven, 79999
Houston ........ccoevesns 77001
San Antonio ............ 78295

Los Angeles ............ 90051
Portland .................. 97208
Salt Lake City .......... 84125
Seattle ..........ooeelil. 98124

William A. Fickling, Jr.

John H. Weitnauer, Jr,

Louis J. Willie

Jerome P. Keuper
Roy W. Vandegrift, Jr.
John C. Bolinger, Jr.
Horatio C. Thompson

John Sagan
Stanton R. Cook
Vacancy

Armand C. Stalnaker
William B. Walton
E. Ray Kemp, Jr.
Sister Eileen M. Egan
Patricia W, Shaw

Stephen F, Keating
William G. Phillips
Norris E. Hanford

Paul H. Henson
Doris M. Drury
Caleb B. Hurtt
Christine H. Anthony
Robert G. Lueder

Gerald D. Hines

John V. James
Josefina A, Salas-Porras
Jerome L. Howard
Lawrence L. Crum

Cornell C. Maier
Caroline L. Ahmanson
Harvey A. Proctor
John C. Hampton
Wendell J. Ashton
George H. Weyerhaeuser

William F. Ford
Robert P. Forrestal

Robert P-Mayo~
Daniel M. Doylecx

Lawrence K. Roos

Donald W. Moriarty, Jr.

E. Gerald Corrigan
Thomas E. Gainor

Roger Guffey
Henry R. Czerwinski

Robert H. Boykin
William H. Wallace

John ], Balles
John B. Williams

Albert D. Tinkelenberg

Hiram J. Honea
Charles D. East
F. J. Craven, Jr.
Jeffrey J. Wells
James D. Hawkins

William C, Conrad

John F. Breen
Donald L. Henry
Robert E. Matthews

Betty J. Lindstrom

Wayne W. Martin
William G. Evans
Robert D. Hamilton

Joel L.. Koonce, Jr.
J. Z. Rowe
Carl H. Moore

Richard C. Dunn
Angelo S. Carella
A. Grant Holman
Gerald R, Kelly

+Additional offices of these Banks are located at Lewiston, Maine 04240; Windsor Locks, Connecticut 06096; Cranford, New Jersey 07016;
Jericho, New York 11753; Utica at Oriskany, New York 13424; Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West
Virginia 25311; Des Moines, lowa 50306; Indianapolis, Indiana 46204; and Milwaukee, Wisconsin 53202.
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Federal Reserve Board Publications

Copies are available from PUBLICATIONS SERVICES,
ROOM MP-510, BOARD OF GOVERNORS OF THE FED-
ERAL RESERVE SYSTEM, WASHINGTON, D.C. 20551.
When a charge is indicated, remittance should accompany

THE FEDERAL RESERVE SYSTEM—PURPOSES AND FuUNC-
TIONS. 1974. 125 pp.
ANNUAL REPORT.
FEDERAL RESERVE BULLETIN. Monthly. $20.00 per year or
$2.00 each in the United States, its possessions, Canada,
and Mexico; 10 or more of same issue to one address,
$18.00 per year or $1.75 each. Elsewhere, $24.00 per
year or $2.50 each.
BANKING AND MONETARY STATISTICS. 1914-1941. (Reprint
of Part I only) 1976. 682 pp. $5.00.
BANKING AND MONETARY STATiSTICS, 1941-1970. 1976.
1,168 pp. $15.00.
ANNUAL STATISTICAL DIGEST
1971-75. 1976. 339 pp. $4.00 per copy for each paid sub-
scription to Federal Reserve Bulletin; all others $5.00
each.

1972-76. 1977. 377 pp. $10.00 per copy.

1973-77. 1978. 361 pp. $12.00 per copy.

1974-78. 1980. 305 pp. $10.00 per copy. -

FEDERAL RESERVE CHART BOOK. Tssued four times a year in
February, May, August, and November. Subscription
includes one issue of Historical Chart Book. $7.00 per
year or $2.00 each in the United States, its possessions,
Canada, and Mexico. Elsewhere, $10.00 per year or
$3.00 each.

HisTorical CHART Book. Issued annually in Sept. Subscrip-
tion to Federal Reserve Chart Book includes one issue.
$1.25 each in the United States, its possessions, Canada,
and Mexico; 10 or more to one address, $1.00 each, Else-
where, $1.50 each.

CAPITAL MARKET DEVELOPMENTS. Weekly. $15.00 per year
or $.40 each in the United States, its possessions, Cana-
da, and Mexico; 10 or more of same issue to one address,
$13.50 per year or $.35 each, Elsewhere, $20.00 per year
or $.50 each.

SELECTED INTEREST AND EXCHANGE RATES-—WEEKLY SE-
RIES OF CHARTS. Weekly. $15.00 per year or $.40 each in
the United States, its possessions, Canada, and Mexico;
10 or more of same issue to one address, $13.50 per year
or $.35 each. Elsewhere, $20.00 per year or $.50 each.

THE FEDERAL RESERVE ACT, as amended through December
1976, with an appendix containing provisions of certain
other statutes affecting the Federal Reserve System. 307
pp. $2.50.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FED-
ERAL RESERVE SYSTEM

PUBLISHED INTERPRETATIONS OF THE BOARD OF GOVER-
NORSs, as of June 30, 1980. $7.50.

INDUSTRIAL PrRODUCTION: 1976 Edition. 1977. 304 pp. $4.50
each; 10 or more to one address, $4.00 each.

BANK CREDIT-CARD AND CHECK-CREDIT PLANS. 1968. 102
pp. $1.00 each; 10 or more to one address, $.85 each.

request and be made payable to the order of the Board of
Governors of the Federal Reserve System. Remittance from
foreign residents should be drawn on a U.S. bank. Stamps
and coupons are not accepted.

SURVEY oF CHANGES IN FAMILY FINANCES. 1968. 321 pp.
$1.00 each; 10 or more to one address, $.85 each,

REPORT OF THE JOINT TREASURY-FEDERAL RESERVE STUDY
OF THE U.S. GOVERNMENT SECURITIES MARKET. 1969.
48 pp. $.25 each; 10 or more to one address, $.20 each,

JOINT TREASURY-FEDERAL RESERVE STUDY OF THE Gov-
ERNMENT SECURITIES MARKET; STAFF STUDIES—PART
1. 1970. 86 pp. $.50 each; 10 or more to one address, $.40
each. Part 2, 1971. 153 pp. and Part 3, 1973. 131 pp. Each
volume $1.00; 10 or more to one address, $.85 each.

OPEN MARKET POLICIES AND OPERATING PROCEDURES—
STAFF STUDIES. 1971. 218 pp. $2.00 each; 10 or more to
one address, $1.75 each.

REAPPRAISAL OF THE FEDERAL RESERVE DISCOUNT MECHA-
NIsM. Vol. 1. 1971. 276 pp. Vol. 2. 1971. 173 pp. Vol. 3.
1972. 220 pp. Each volume $3.00; 10 or more to one ad-
dress, $2.50 each.

"HE ECONOMETRICS OF PRICE DETERMINATION CONFER-
ENCE, October 30-31, 1970, Washington, D.C. 1972, 397
pp. Cloth ed. $5.00 each; 10 or more to one address,
$4.50 each. Paper ed. $4.00 each; 10 or more to one ad-
dress, $3.60 each.

FEDERAL RESERVE STAFF STUDY: WAYS TO MODERATE
FLUCTUATIONS IN HOUSING CONSTRUCTION. 1972. 487
pp. $4.00 each; 10 or more to one address, $3.60 each.

LENDING FUNCTIONS OF THE FEDERAL RESERVE BANKS.
1973. 271 pp. $3.50 each; 10 or more to one address,
$3.00 each.

IMPROVING THE MONETARY AGGREGATES: REPORT OF THE
ADVISORY COMMITTEE ON MONETARY STATISTICS.
1976. 43 pp. $1.00 each; 10 or more to one address, $.85
each.

ANNUAL PERCENTAGE RATE TABLES (Truth in Lending—
Regulation Z) Vol. I (Regular Transactions). 1969. 100
pp. Vol. II (Irregular Transactions). 1969. 116 pp. Each
volume $1.00; 10 or more of same volume to one ad-
dress, $.85 each.

FEDERAL RESERVE MEASURES OF CAPACITY AND CAPACITY
UTILIZATION, 1978, 40 pp. $1.75 each; 10 or more to one
address, $1.50 each.

THE BANK HoLDING CoMPANY MOVEMENT TO 1978: A
CoMPENDIUM. 1978. 289 pp. $2.50 each; 10 or more to
one address, $2.25 each.

IMPROVING THE MONETARY AGGREGATES: STAFF PAPERS.
1978. 170 pp. $4.00 each; 10 or more to one address,
$3.75 each.

1977 CoNsUMER CREDIT SURVEY. 1978. 119 pp. $2.00 each.

FLow oF FUNDS ACCOUNTS. 1949-1978. 1979. 171 pp. $1.75
each; 10 or more to one address, $1.50 each.

INTRODUCTION TO FLOW OF FUNDS. 1980. 68 pp. $1.50 each;
10 or more to one address, $1.25 each.
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CONSUMER EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple cop-
ies available without charge.

Alice in Debitland

The Board of Governors of the Federal Reserve System

Consumer Handbook To Credit Protection Laws

The Equal Credit Opportunity Act and . . . Age

The Equal Credit Opportunity Act and . . . Credit Rights in
Housing

The Equal Credit Opportunity Act and . . . Doctors, Law-
yers, Small Retailers, and Others Who May Provide In-
cidental Credit

The Equal Credit Opportunity Act and . . . Women

Fair Credit Billing

The Federal Open Market Commuttee

Federal Reserve Bank Board of Directors

Federal Reserve Banks

Federal Reserve Glossary

How to File A Consumer Credit Complaint

If You Borrow To Buy Stock

If You Use A Credit Card

Truth in Leasing

U.S. Currency

What Truth in Lending Means to You

STAFF STUDIES
Studies and papers on economic and financial subjects that
are of general interest.

Summaries Only Printed in the Bulletin

Requests to obtain single copies of the full text or to be
added to the mailing list for the series may be sent to Pub-
lications Services.
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Index to Statistical Tables

References are to pages A-3 through A-71 although the prefix ‘A’ is omitted in this index

ACCEPTANCES, bankers, 10, 23, 25
Agricultural loans, commercial banks, 18, 19, 20, 24
Assets and liabilities (See also Foreigners)

Banks, by classes, 17, 18-21, 27, 68-73

Domestic finance companies, 37

Federal Reserve Banks, 11

Foreign banks, U.S. branches and agencies, 68-71

Nonfinancial corporations, current, 36
Automobiles

Consumer installment credit, 40, 41

Production, 46, 47

BANKERS balances, 17, 18-20, 68, 70, 72
(See also Foreigners)
Banks for Cooperatives, 33
Bonds (See also U.S. government securities)
New issues, 34
Yields, 3
Branch banks, 15, 21, 54, 68-7]
Business activity, nonfinancial, 44
Business expenditures on new plant and equipment, 36
Business loans (S¢¢ Commercial and industrial loans)

CAPACITY utilization, 44
Capital accounts
Banks, by classes, 17, 69,71, 73
Federal Reserve Banks, 11
Central banks, 66
Certificates of deposit, 21, 25
Commercial and industrial loans
Commercial banks, 15, 24
Weekly reporting banks, 18-21, 22
Commercial banks
Assets and liabilities, 3, 15, 17, 18-21
Business loans, 24
Commercial and industrial loans, 22, 24
Consumer loans held, by type, 40, 41
Loans sold outright, 21
Nondeposit funds, 16
Number by classes, 17, 69, 71, 73
Real estate mortgages held, by holder and property, 39
Commercial paper, 3, 23, 25,37
Condition statements (See Assets and liabilities)
Construction, 44, 48
Consumer installment credit, 40, 41
Consumer prices, 44, 49
Consumption expenditures, 50, 51
Corporations
Profits and their distribution, 35
Security issues, 34, 63
Cost of living (See Consumer prices)
Credit unions, 27, 40, 41
Currency and coin, §, 17, 68, 70, 72
Currency in circulation, 4, 13
Customer credit, stock market, 26

DEBITS to deposit accounts, 12
Debt (See specific types of debt or securities)
Demand deposits
Adjusted, commercial banks, 12, 14
Banks, by classes, 17, 18-21, 69, 71, 73
Ownership by individuals, partnerships, and
corporations, 23

Demand deposits —Continued

Subject to reserve requirements, 14

Turnover, 12
Deposits (See also specific types)

Banks, by classes, 3, 17, 18-21, 27

Federal Reserve Banks, 4, 11

Turnover, 12
Discount rates at Reserve Banks (See Interest rates)
Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 35

EMPLOYMENT, 44, 45
Eurodollars, 25

FARM mortgage loans, 39
Farmers Home Administration, 39
Federal agency obligations, 4, 10, 11, 12, 32
Federal and federally sponsored credit agencies, 33
Federal finance
Debt subject to statutory limitation and types and
ownership of gross debt, 30
Receipts and outlays, 28, 29
Treasury operating balance, 28
Federal Financing Bank, 28, 33
Federal funds, 3, 6, 18, 19, 20, 25, 28
Federal Home Loan Banks, 33
Federal Home Loan Mortgage Corporation, 33, 38, 39
Federal Housing Administration, 33, 38, 39
Federal Intermediate Credit Banks, 33
Federal Land Banks, 33, 39
Federal National Mortgage Association, 33, 38, 39
Federal Reserve Banks
Condition statement, 11
Discount rates (See Interest rates)
U.S. government securities held, 4, 11, 12, 30, 31
Federal Reserve credit, 4, 5, 11, 12
Federal Reserve notes, 11
Federally sponsored credit agencies, 33
Finance companies
Assets and liabilities, 37
Business credit, 37
Loans, 18, 19, 20, 40, 41
Paper, 23, 25
Financial institutions, loans to, 18, 19, 20
Float, 4
Flow of funds, 42, 43
Foreign
Banks, assets and liabilities of U.S, branches and
agencies, 68-71
Currency operations, 11
Deposits in U.S. banks, 4, 11, 18, 19, 20
Exchange rates, 66
Trade, 53
Foreigners
Claims on, 54, 56, 59, 60, 61, 65
Liabilities to, 21, 54-58, 62-64

GOLD

Certificates, 11

Stock, 4, 53
Government National Mortgage Association, 33, 38, 39
Gross national product, 50, 51



HOUSING, new and existing units, 48

INCOME, personal and national, 44, 50, 51
Industrial production, 44, 46
Installment loans, 40, 41
Insurance companies, 27, 30, 31, 39
Interbank loans and deposits, 17
Interest rates
Bonds, 3
Business loans of banks, 24
Federal Reserve Banks, 3,7
Foreign countries, 66
Money and capital markets, 3, 25
Mortgages, 3, 38
Prime rate, commercial banks, 24
Time and savings deposits, 9
International capital transactions of the
United States, 54-65
International organizations, 54-59, 62-65
Inventories, 50
Investment companies, issues and assets, 35
Investments (See also specific types)
Banks, by classes, 17,27
Commercial banks, 3, 15, 17, 18-20, 68, 70, 72
Federal Reserve Banks, 11, 12
Life insurance companies, 27
Savings and loan associations, 27

LABOR force, 45
Life insurance companies (See Insurance companies)
Loans (See also specific types)
Banks, by classes, 17, 18-21, 27
Commercial banks, 3, 15, 17, 18-21, 22, 24, 68, 70, 72
Federal Reserve Banks, 3,4,5,7,11, 12
Insurance companies, 27, 39
Insured or guaranteed by United States, 38, 39
Savings and loan associations, 27

MANUFACTURING
Capacity utilization, 44
Production, 44, 47
Margin requirements, 26
Member banks
Assets and liabilities, by classes, 17
Borrowings at Federal Reserve Banks, §, 11
Federal funds and repurchase agreements, 6
Number, 17
Reserve requirements, 8
Reserves and related items, 3, 4, 5, 14
Mining production, 47
Mobile home shipments, 48
Monetary aggregates, 3, 14
Money and capital market rates (See Interest rates)
Money stock measures and components, 3, 13
Mortgages (See Real estate loans)
Mutual funds (See Investment companies)
Mutual savings banks, 3, 9, 18-20, 27, 30, 31, 39

NATIONAL defense outlays, 29
National income, 50

OPEN market transactions, 10

PERSONAL income, 51
Prices
Consumer and producer, 44, 49
Stock market, 26
Prime rate, commercial banks, 24
Production, 44, 46
Profits, corporate, 35

REAL estate loans

Banks, by classes, 18-20, 27,29

Life insurance companies, 27

Mortgage terms, yields, and activity, 3, 38

Type of holder and property mortgaged, 39
Repurchase agreements and federal funds, 6, 18, 19, 20
Reserve requirements, member banks, 8
Reserves

Commercial banks, 17, 68,70, 72

Federal Reserve Banks, 11

Member banks, 3, 4, 5, 14, 17

U.S. reserve assets, 53
Residential mortgage loans, 38
Retail credit and retail sales, 40, 41, 44

SAVING
Flow of funds, 42, 43
National income accounts, 51
Savings and loan assns., 3, 9,27, 31, 39, 42
Savings deposits (See Time deposits)
Savings institutions, selected assets, 27
Securities (See also U.S. government securities)
Federal and federally sponsored agencies, 33
Foreign transactions, 63
New issues, 34
Prices, 26
Special drawing rights, 4, 11, 52, 53
State and local governments
Deposits, 18, 19, 20
Holdings of U.S. government securities, 30, 31
New security issues, 34
Ownership of securities of, 18, 19, 20, 27
Yields of securities, 3
Stock market, 26
Stocks (See also Securities)
New issues, 34
Prices, 26

TAX receipts, federal, 29

Time deposits, 3, 9, 12, 14, 17, 18-21
Trade, foreign, 53

Treasury currency, Treasury cash, 4
Treasury deposits, 4, 11, 28
Treasury operating balance, 28

UNEMPLOYMENT, 45
U.S. balance of payments, 52
U.S. government balances
Commercial bank holdings, 18, 19, 20
Member bank holdings, 14
Treasury deposits at Reserve Banks, 4, 11, 28
U.S. government securities
Bank holdings, 17, 18-20, 27, 30, 31, 68, 70, 72
Dealer transactions, positions, and financing, 32
Federal Reserve Bank holdings, 4, 11, 12, 30, 31

AT9

Foreign and international holdings and transactions, 11,

»

Open market transactions, 10
Outstanding, by type and ownership, 30, 31
Rates, 3, 25

Utilities, production, 47

VETERANS Administration, 38, 39

WEEKLY reporting banks, 18-22
Wholesale (producer) prices, 44, 49

YIELDS (See Interest rates)
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The Federal Reserve System

Boundaries of Federal Reserve Districts and Their Branch Territories
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