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MONETARY POLICY REPORT TO THE
CONGRESS

The U.S. economy posted another exceptional
performance in 1999. The ongoing expansion
appears to have maintained strength into early
2000 as it set a record for longevity, and—aside
from the direct effects of higher crude oil
prices—inflation has remained subdued, in
marked contrast to the typical experience during
previous expansions. The past year brought
additional evidence that productivity growth has
improved substantially since the mid-1990s,
boosting living standards while helping to hold
down increases in costs and prices despite very
tight labor markets.

To maintain the low inflation environment
that has been so important to the sustained health
of the current expansion, the Federal Open Mar-
ket Committee has implemented four quarter-
point increases in the intended federal funds rate
since mid-1999; the most recent of these came at
the beginning of February 2000. In total, the
federal funds rate has been raised 1 percentage
point, although, at 5% percent, it stands only
Y4 point above its level just before the autumn
1998 financial market turmoil. At its most recent
meeting, the FOMC indicated that risks appear
to remain on the side of heightened inflation
pressures, so it will need to remain especially
attentive to developments in this regard.

INDUSTRIAL PRODUCTION AND CAPACITY
UTILIZATION: RECENT DEVELOPMENTS
AND THE 1999 REVISION

In late 1999, the Federal Reserve published
revised measures of industrial production,
capacity, and capacity utilization for the period
January 1992 through October 1999. The
updated measures reflect both the incorporation
of newly available, more comprehensive source
data typical of annual revisions and the intro-
duction of improved methods for compiling a
few series, including computer and office equip-
ment and motor vehicles. The new source data
are for recent years, primarily from 1997 on,
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and the modified methods affect data beginning
in 1992

The production index for the third quarter of
1999 is at 137.7 percent of output in 1992,
compared with 135.2 percent reported before
the annual revision, and the capacity index is
170.7 percent of output in 1992, compared with
167.9 percent reported previously. As a result,
the rate of industrial capacity utilization was
revised up 0.1 percentage point, to 80.7 percent
for the third quarter of 1999.

TREASURY AND FEDERAL RESERVE
FOREIGN EXCHANGE OPERATIONS

During the fourth quarter of 1999, the dollar
depreciated 3.7 percent against the yen and
appreciated 6.2 percent against the euro. On an
effective trade-weighted basis, the dollar appre-
ciated 0.8 percent. The U.S. monetary authori-
ties did not intervene in the foreign exchange
markets during the quarter.

INDUSTRIAL PRODUCTION AND CAPACITY
UTILIZATION FOR JANUARY 2000

Industrial production increased 1.0 percent in
January, to 141.5 percent of its 1992 average,
after advances of 0.3 percent in November and
0.4 percent in December. The rate of capacity
utilization for total industry rose 0.5 percentage
point, to 81.6 percent, more than 1 percentage
point above its level in January 1999.

STATEMENT TO THE CONGRESS

Alan Greenspan, Chairman, Board of Governors
of the Federal Reserve System, testifies in the
hearing on his renomination as Chairman that
the Federal Reserve faces considerable chal-
lenges in carrying out its responsibilities for
both the financial system and the overall econ-
omy and that what success it has had in carrying
out its legislated responsibilities in recent
decades derives from many sources. He further
testifies that the Federal Reserve’s ability to
meet the legislative mandates of the Congress



rests ultimately on the strength of the institu-
tions of the Federal Reserve and the people who
inhabit them (Testimony before the Senate Com-
mittee on Banking, Housing, and Urban Affairs,
January 26, 2000).
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Monetary Policy Report to the Congress

Report submitted to the Congress on February 17,
2000, pursuant to the Full Employment and Balanced
Growth Act of 1978

MONETARY POLICY AND THE
ECONOMIC OUTLOOK

The U.S. economy posted another exceptional perfor-
mance in 1999. The ongoing expansion appears to
have maintained strength into early 2000 as it set a
record for longevity, and—aside from the direct
effects of higher crude oil prices—inflation has
remained subdued, in marked contrast to the typical
experience during previous expansions. The past year
brought additional evidence that productivity growth
has improved substantially since the mid-1990s,
boosting living standards while helping to hold down
increases in costs and prices despite very tight labor
markets.

The Federal Open Market Committee’s pursuit of
financial conditions consistent with sustained expan-
sion and low inflation has required some adjustments
to the settings of monetary policy instruments over
the past two years. In late 1998, to cushion the U.S.
economy from the effects of disruptions in world
financial markets and to ameliorate some of the
resulting strains, money market conditions were
eased. By the middle of last year, however, with
financial markets resuming normal functioning, for-
eign economies recovering, and domestic demand
continuing to outpace increases in productive poten-
tial, the Committee began to reverse that easing.

As the year progressed, foreign economies, in
general, recovered more quickly and displayed
greater vigor than had seemed likely at the start of
the year. Domestically, the rapid productivity growth
raised expectations of future incomes and profits and
thereby helped keep spending moving up at a faster
clip than current productive capacity. Meanwhile,
prices of most internationally traded materials
rebounded from their earlier declines; this turn-
around, together with a flattening of the exchange
value of the dollar after its earlier appreciation, trans-
lated into an easing of downward pressure on the
prices of imports in general. Core inflation measures
generally remained low, but with the labor market at

its tightest in three decades and becoming tighter, the
risk that pressures on costs and prices would eventu-
ally emerge mounted over the course of the year. To
maintain the low-inflation environment that has been
so important to the sustained health of the current
expansion, the FOMC ultimately implemented four
quarter-point increases in the intended federal funds
rate, the most recent of which came at the beginning
of this month. In total, the federal funds rate has been
raised | percentage point, although, at 5% percent, it
stands only Y4 point above its level just before the
autumn-1998 financial market turmoil. At its most
recent meeting, the FOMC indicated that risks appear
to remain on the side of heightened inflation pres-
sures, so it will need to remain especially attentive to
developments in this regard.

Monetary Policy, Financial Markets.
el the Economy over 199Y and Larly 2000

The first quarter of 1999 saw a further unwinding of
the heightened levels of perceived risk and risk aver-
sion that had afflicted financial markets in the autumn
of 1998; investors became much more willing to
advance funds, securities issuance picked up, and risk
spreads fell further—though not back to the unusu-
ally low levels of the first half of 1998. At the same
time, domestic demand remained quite strong, and
foreign economies showed signs of rebounding. The
FOMC concluded at its February and March meet-
ings that, if these trends were to persist, the risks of
the eventual emergence of somewhat greater inflation
pressures would increase, and it noted that a case
could be made for unwinding part of the easing
actions of the preceding fall. However, the Commit-
tee hesitated to adjust policy before having greater
assurance that the recoveries in domestic financial
markets and foreign economies were on firm footing.

By the May meeting, these recoveries were solidi-
fying, and the pace of domestic spending appeared to
be outstripping the growth of the economy’s poten-
tial, even allowing for an appreciable acceleration
in productivity. The Committee still expected some
slowing in the expansion of aggregate demand, but
the timing and extent of any moderation remained
uncertain. Against this backdrop, the FOMC main-
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tained an unchanged policy stance but announced
immediately after the meeting that it had chosen a
directive tilted toward the possibility of a firming of
rates. This announcement implemented the disclosure
policy adopted in December 1998, whereby major
shifts in the Committee’s views about the balance of
risks or the likely direction of future policy would be
made public immediately. Members expected that, by
making the FOMC’s concerns public earlier, such
announcements would encourage financial market
reactions to subsequent information that would help
stabilize the economy. In practice, however, those
reactions seemed to be exaggerated and to focus even
more than usual on possible near-term Committee
action.

Over subsequent weeks, economic activity contin-
ued to expand vigorously, labor markets remained
very tight, and oil and other commodity prices rose
further. In this environment, the FOMC saw an
updrift in inflation as a significant risk in the absence
of some policy firming, and at the June meeting it
raised the intended level of the federal funds rate
Y4 percentage point. The Committee also announced
a symmetric directive, noting that the marked degree
of uncertainty about the extent and timing of prospec-
tive inflationary pressures meant that further firming
of policy might not be undertaken in the near term,
but that the Committee would need to be especially
alert to emerging inflation pressures. Markets rallied
on the symmetric-directive announcement, and the
strength of this response together with market com-
mentary suggested uncertainty about the interpreta-
tion of the language used to characterize possible
future developments and about the time period to
which the directive applied.

In the period between the June and August meet-
ings, the ongoing strength of domestic demand and
further expansion abroad suggested that at least part
of the remaining easing put in place the previous fall
to deal with financial market stresses was no longer
needed. Consequently, at the August meeting the
FOMC raised the intended level of the federal funds
rate a further ' percentage point, to 5% percent. The
Committee agreed that this action, along with that
taken in June, would substantially reduce inflation
risks and again announced a symmetric directive. In a
related action, the Board of Governors approved an
increase in the discount rate to 4% percent. At this
meeting the Committee also established a working
group to assess the FOMC’s approach to disclosing
its view about prospective developments and to pro-
pose procedural modifications.

At its August meeting, the FOMC took a number
of actions that were aimed at enhancing the ability of

the Manager of the System Open Market Account to
counter potential liquidity strains in the period around
the century date change and that would also help
ensure the effective implementation of the Commit-
tee’s monetary policy objectives. Although members
believed that efforts to prepare computer systems for
the century date change had made the probability of
significant disruptions quite small, some aversion to
Y2K risk exposure was already evident in the mar-
kets, and the costs that might stem from a dysfunc-
tional financing market at year-end were deemed to
be unacceptably high. The FOMC agreed to autho-
rize, temporarily, (1) a widening of the pool of collat-
eral that could be accepted in System open market
transactions, (2) the use of reverse repurchase agree-
ment accounting in addition to the currently avail-
able matched sale—purchase transactions to absorb
reserves temporarily, and (3) the auction of options
on repurchase agreements, reverse repurchase agree-
ments, and matched sale—purchase transactions that
could be exercised in the period around year-end.
The Committee also authorized a permanent exten-
sion of the maximum maturity on regular repurchase
and matched sale—purchase transactions from sixty to
ninety days.

The broader range of collateral approved for repur-
chase transactions—mainly pass-through mortgage
securities of government-sponsored enterprises and
STRIP securities of the U.S. Treasury—would facili-
tate the Manager’s task of addressing what could be
very large needs to supply reserves in the succeeding
months, primarily in response to rapid increases in
the demand for currency, at a time of potentially
heightened demand in various markets for U.S. gov-
ernment securities. The standby financing facility,
authorizing the Federal Reserve Bank of New York
to auction the above-mentioned options to the gov-
ernment securities dealers that are regular counter-
parties in the System’s open market operations,
would encourage marketmaking and the maintenance
of liquid financing markets essential to effective open
market operations. The standby facility was also
viewed as a useful complement to the special liquid-
ity facility, which was to provide sound depository
institutions with unrestricted access to the discount
window, at a penalty rate, between October 1999 and
April 2000. Finally, the decision to extend the maxi-
mum maturity on repurchase and matched sale—
purchase transactions was intended to bring the terms
of such transactions into conformance with market
practice and to enhance the Manager’s ability over
the following months to implement the unusually
large reserve operations expected to be required
around the turn of the year.
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Incoming information during the period leading up
to the FOMC’s October meeting suggested that the
growth of domestic economic activity had picked up
from the second quarter’s pace, and foreign econo-
mies appeared to be strengthening more than had
been anticipated, potentially adding pressure to
already-taut labor markets and possibly creating
inflationary imbalances that would undermine eco-
nomic performance. But the FOMC viewed the risk
of a significant increase in inflation in the near term
as small and decided to await more evidence on how
the economy was responding to its previous tighten-
ings before changing its policy stance. However, the
Committee anticipated that the evidence might well
signal the need for additional tightening, and it again
announced a directive that was biased toward
restraint.

Information available through mid-November
pointed toward robust growth in overall economic
activity and a further depletion of the pool of unem-
ployed workers willing to take a job. Although higher
real interest rates appeared to have induced some
softening in interest-sensitive sectors of the economy,
the anticipated moderation in the growth of aggregate
demand did not appear sufficient to avoid added
pressures on resources, predominantly labor. These
conditions, along with further increases in oil and
other commodity prices, suggested a significant risk
that inflation would pick up over time, given prevail-
ing financial conditions. Against this backdrop, the
FOMC raised the target for the federal funds rate an
additional Y4 percentage point in November. At that
time, a symmetric directive was adopted, consistent
with the Committee’s expectation that no further
policy move was likely to be considered before the
February meeting. In a related action, the Board of

tal axis are those on which either the FOMC held a scheduled meeting or a
policy action was announced. Last observations are for February 11, 2000.

Governors approved an increase in the discount rate
of V4 percentage point, to 5 percent.

At the December meeting, FOMC members held
the stance of policy unchanged and, to avoid any
misinterpretation of policy intentions that might
unsettle financial markets around the century date
change, announced a symmetric directive. But the
statement issued after the meeting also highlighted
members’ continuing concern about inflation risks
going forward and indicated the Committee’s inten-
tion to evaluate, as soon as its next meeting, whether
those risks suggested that further tightening was
appropriate.

The FOMC also decided on some modifications
to its disclosure procedures at the December meet-
ing, at which the working group mentioned above
transmitted its final report and proposals. These
modifications, announced in January 2000, consisted
primarily of a plan to issue a statement after every
FOMC meeting that not only would convey the
current stance of policy but also would categorize
risks to the outlook as either weighted mainly toward
conditions that may generate heightened inflation
pressures, weighted mainly toward conditions that
may generate economic weakness, or balanced with
respect to the goals of maximum employment and
stable prices over the foreseeable future. The changes
eliminated uncertainty about the circumstances
under which an announcement would be made;
they clarified that the Committee’s statement about
future prospects extended beyond the intermeeting
period; and they characterized the Committee’s views
about future developments in a way that reflected
policy discussions and that members hoped would
be more helpful to the public and to financial
markets.
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Financial markets and the economy came through
the century date change smoothly. By the February
2000 meeting, there was little evidence that demand
was coming into line with potential supply, and the
risks of inflationary imbalances appeared to have
risen. At the meeting, the FOMC raised its target
for the federal funds rate ' percentage point to
5% percent, and characterized the risks as remain-
ing on the side of higher inflation pressures. In a
related action, the Board of Governors approved a
Y4 percentage point increase in the discount rate, to
5Va percent.

Lconomic Projections for 2000

The members of the Board of Governors and the
Federal Reserve Bank presidents, all of whom partici-
pate in the deliberations of the FOMC, expect to see
another year of favorable economic performance in
2000, although the risk of higher inflation will need
to be watched especially carefully. The central ten-
dency of the FOMC participants’ forecasts of real
GDP growth from the fourth quarter of 1999 to the
fourth quarter of 2000 is 3'% percent to 3V per-
cent. A substantial part of the gain in output will
likely come from further increases in productivity.
Nonetheless, economic expansion at the pace that is
anticipated should create enough new jobs to keep
the unemployment rate in a range of 4 percent
to 44 percent, close to its recent average. The central
tendency of the FOMC participants’ inflation fore-
casts for 2000—as measured by the chain-type price
index for personal consumption expenditures—is
1% percent to 2 percent, a range that runs a little to
the low side of the energy-led 2 percent rise posted in
1999." Even though futures markets suggest that
energy prices may turn down later this year, prices
elsewhere in the economy could be pushed upward

1. In past Monetary Policy Reports to the Congress, the FOMC has
framed its inflation forecasts in terms of the consumer price index.
The chain-type price index for PCE draws extensively on data from
the consumer price index but, while not entirely free of measurement
problems, has several advantages relative to the CPI. The PCE chain-
type index is constructed from a formula that reflects the changing
composition of spending and thereby avoids some of the upward bias
assoctated with the fixed-weight nature of the CPl. In addition, the
weights are based on a more comprehensive measure of expenditures.
Finally, historical data used in the PCE price index can be revised to
account for newly available information and for improvements in
measurement techniques, including those that affect source data from
the CPI; the result is a more consistent series over time. This switch in
presentation notwithstanding, the FOMC will continue to rely on a
variety of aggregate price measures, as well as other information on
prices and costs, in assessing the path of inflation.

. Fconomic prujections Lor 20600

Percent
Federal Reserve governors
Memo: and Reserve Bank presidents
Indicator 1999 actual
Range Central
& tendency
Change, fourth quarter
1o fourth quarter’
Nominal GDP ............... 59 5-6 5%-5"%
Real GDP2 ................. 4.2 3i4Yh 3v4-3%
PCE chain-type price index .. 20 1Va2v2 1%4-2
Average level,
Sfourth quarter
Civilian unemployment
e L 4.1 444 444

1. Change from average for fourth quarter of 1999 to average for fourth
quarter of 2000.
2. Chain-weighted.

by a combination of factors, including reduced
restraint from non-oil import prices, wage and price
pressures associated with lagged effects of the past
year’s oil price rise, and larger increases in costs that
might be forthcoming in another year of tight labor
markets.

The performance of the economy—both the rate of
real growth and the rate of inflation—will depend
importantly on the course of productivity. Typically,
in past business expansions, gains in labor productiv-
ity eventually slowed as rising demand placed
increased pressure on plant capacity and on the work-
force, and a similar slowdown from the recent rapid
pace of productivity gain cannot be ruled out. But
with many firms still in the process of implementing
technologies that have proved effective in reorganiz-
ing internal operations or in gaining speedier access
to outside resources and markets, and with the tech-
nologies themselves still advancing rapidly, a further
rise in productivity growth from the average pace of
recent years also is possible. To the extent that rapid
productivity growth can be maintained, aggregate
supply can grow faster than would otherwise be
possible.

However, the economic processes that are giving
rise to faster productivity growth not only are lifting
aggregate supply but also are influencing the growth
of aggregate spending. With firms perceiving abun-
dant profit opportunities in productivity-enhancing
high-tech applications, investment in new equipment
has been surging and could well continue to rise
rapidly for some time. Moreover, expectations that
the investment in new technologies will generate
high returns have been lifting the stock market and,
in turn, helping to maintain consumer spending at a
pace in excess of the current growth of real dispos-
able income. Impetus to demand from this source
also could persist for a while longer, given the current
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high levels of consumer confidence and the likely
lagged effects of the large increments to household
wealth registered to date. The boost to aggregate
demand from the marked pickup in productivity
growth implies that the level of interest rates needed
to align demand with potential supply may have
increased substantially. Although the recent rise in
interest rates may lead to some slowing of spending,
aggregate demand may well continue to outpace
gains in potential output over the near term, an imbal-
ance that contains the seeds of rising inflationary
and financial pressures that could undermine the
expansion.

In recent years, domestic spending has been able to
grow faster than production without engendering
inflation partly because the external sector has pro-
vided a safety valve, helping to relieve the pressures
on domestic resources. In particular, the rapid growth
of demand has been met in part by huge increases in
imports of goods and services, and sluggishness in
foreign economies has restrained the growth of
exports. However, foreign economies have been firm-
ing, and if recovery of these economies stays on
course, U.S. exports should increase faster than they
have in the past couple of years. Moreover, the rapid
rise of the real exchange value of the dollar through
mid-1998 has since given way to greater stability, on
average, and the tendency of the earlier appreciation
to limit export growth and boost import growth is
now diminishing. From one perspective, these exter-
nal adjustments are welcome because they will help
slow the recent rapid rates of decline in net exports
and the current account. They also should give a
boost to industries that have been hurt by the export
slump, such as agriculture and some parts of
manufacturing. At the same time, however, the
adjustments are likely to add to the risk of an upturn
in the inflation trend, because a strengthening of
exports will add to the pressures on U.S. resources
and a firming of the prices of non-oil imports
will raise costs directly and also reduce to some
degree the competitive restraints on the prices of U.S.
producers.

Domestically, substantial plant capacity is still
available in some manufacturing industries and could
continue to exert restraint on firms’ pricing decisions,
even with a diminution of competitive pressures from
abroad. However, an already tight domestic labor
market has tightened still further in recent months,
and bidding for workers, together with further
increases in health insurance costs that appear to be
coming, seems likely to keep nominal hourly com-
pensation costs moving up at a relatively brisk pace.
To date, the increases in compensation have not had

serious inflationary consequences because they have
been offset by the advances in labor productivity,
which have held unit labor costs in check. But the
pool of available workers cannot continue to shrink
without at some point touching off cost pressures that
even a favorable productivity trend might not be able
to counter. Although the governors and Reserve Bank
presidents expect productivity gains to be substantial
again this year, incoming data on costs, prices, and
price expectations will be examined carefully to make
sure a pickup of inflation does not start to become
embedded in the economy.

The FOMC forecasts are more optimistic than the
economic predictions that the Administration recently
released, but the Administration has noted that it is
being conservative in regard to its assumptions about
productivity growth and the potential expansion of
the economy. Relative to the Administration’s fore-
cast, the FOMC is predicting a somewhat larger rise
in real GDP in 2000 and a slightly lower unemploy-
ment rate. The inflation forecasts are fairly similar,
once account is taken of the tendency for the con-
sumer price index to rise more rapidly than the
chain-type price index for personal consumption
expenditures.

Money and Debt Ranges for 2000

At its most recent meeting, the FOMC reaffirmed the
monetary growth ranges for 2000 that were chosen
on a provisional basis last July: 1 percent to 5 percent
for M2, and 2 percent to 6 percent for M3. As has
been the case for some time, these ranges were
chosen to encompass money growth under conditions
of price stability and historical velocity relationships,
rather than to center on the expected growth of money
over the coming year or serve as guides to policy.
Given continued uncertainty about movements in
the velocities of M2 and M3 (the ratios of nominal
GDP to the aggregates), the Committee still has little
confidence that money growth within any particular
range selected for the year would be associated with
the economic performance it expected or desired.

2. Ranges tor growth of monetary and debt aggregates
Percent

Agpregate 1998 1999 j 2000
M2 1-5 1-5 =5
M3 25 -6 -6
Debt........... 17 3-7 37

NoTe. Change from average for fourth quarter of preceding ycar 10 average
for fourth quarter of year indicated.
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Nonetheless, the Committee believes that money
growth has some value as an economic indicator, and
it will continue to monitor the monetary aggregates
among a wide variety of economic and financial data
to inform its policy deliberations.

M2 increased 6% percent last year. With nominal
GDP rising 6 percent, M2 velocity fell a bit overall,
although it rose in the final two quarters of the year as
market interest rates climbed relative to yields on M2
assets. Further increases in market interest rates early
this year could continue to elevate M2 velocity. Nev-
ertheless, given the Committee’s expectations for
nominal GDP growth, M2 could still be above the
upper end of its range in 2000.

M3 expanded 7' percent last year, and its velocity
fell about 1% percent, a much smaller drop than in
the previous year. Non-M2 components again exhib-
ited double-digit growth, with some of the strength
attributable to long-term trends and some to pre-
cautionary buildups of liquidity in advance of the
century date change. One important trend is the shift
by nonfinancial businesses from direct holdings
of money market instruments to indirect holdings
through institution-only money funds; such shifts
boost M3 at the same time they enhance liquidity for
businesses. Money market funds and large certifi-
cates of deposit also ballooned late in the year as a
result of a substantial demand for liquidity around the
century date change. Adjustments from the tempo-
rarily elevated level of M3 at the end of 1999 are
likely to trim that aggregate’s fourth-quarter-to-
fourth-quarter growth this year, but not sufficiently to
offset the downward trend in velocity. That trend,
together with the Committee’s expectation for nomi-
nal GDP growth, will probably keep M3 above the
top end of its range again this year.

Domestic nonfinancial debt grew 6Y2 percent in
1999, near the upper end of the 3 percent to 7 percent
growth range the Committee established last Feb-
ruary. This robust growth reflected large increases
in the debt of businesses and households that were
due to substantial advances in spending as well as to
debt-financed mergers and acquisitions. However, the
increase in private-sector debt was partly offset by a
substantial decline in federal debt. The Committee
left the range for debt growth in 2000 unchanged at
3 percent to 7 percent. After an aberrant period in the
1980s during which debt expanded much more rap-
idly than nominal GDP, the growth of debt has
returned to its historical pattern of about matching
the growth of nominal GDP over the past decade, and
the Committee members expect debt to remain within
its range again this year.

ECONOMIC AND FINANCIAL DEVELGPMENTS
IN 1999 AND EARLY 2000

The U.S. economy retained considerable strength
in 1999. According to the Commerce Department’s
advance estimate, the rise in real gross domestic
product over the four quarters of the year exceeded
4 percent for the fourth consecutive year. The growth
of household expenditures was bolstered by further
substantial gains in real income, favorable borrowing
terms, and a soaring gtock market. Businesses seek-
ing to maintain their competitiveness and profitability
continued to invest heavily in high-tech equipment;
external financing conditions in both debt and equity
markets were quite supportive. In the public sector,
further strong growth of revenues was accompanied
by a step-up in the growth of government consump-
tion and investment expenditures, the part of gov-
ernment spending that enters directly into real GDP.
The rapid growth of domestic demand gave rise to a
further huge increase in real imports of goods and
services in 1999. Exports picked up as foreign econo-
mies strengthened, but the gain fell short of that for
imports by a large margin. Available economic indi-
cators for January of this year show the U.S. economy
continuing to expand, with labor demand robust and
the unemployment rate edging down to its lowest
level in thirty years.

The combination of a strong U.S. economy and
improving economic conditions abroad led to firmer
prices in some markets this past year. Industrial com-
modity prices turned up—sharply in some cases—
after having dropped appreciably in 1998. Oil prices,
responding both to OPEC production restraint and to
the growth of world demand, more than doubled over
the course of the year, and the prices of non-oil
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imports declined less rapidly than in previous years,
when a rising dollar, as well as sluggish conditions
abroad, had pulled them lower. The higher oil prices
of 1999 translated into sharp increases in retail energy
prices and gave a noticeable boost to consumer prices
overall; the chain-type price index for personal
consumption expenditures rose 2 percent, double the
increase of 1998. Outside the energy sector, however,
consumer prices increased at about the same low rate
as in the previous year, even as the unemployment
rate continued to edge down. Rapid gains in pro-
ductivity enabled businesses to offset a substantial
portion of the increases in nominal compensation,
thereby holding the rise of unit labor costs in check,
and business pricing policies continued to be driven
to a large extent by the desire to maintain or increase
market share at the expense of some slippage in unit
profits, albeit from a high level.

The Household Secror

Personal consumption expenditures increased about
5/ percent in real terms in 1999, a second year of
exceptionally rapid advance. As in other recent years,
the strength of consumption in 1999 reflected sus-
tained increases in employment and real hourly pay,
which bolstered the growth of real disposable per-
sonal income. Added impetus came from another
year of rapid growth in net worth, which, coming on
top of the big gains of previous years, led households
in the aggregate to spend a larger portion of their
current income than they would have otherwise. The
personal saving rate, as measured in the national
income and product accounts, dropped further, to an
average of about 2 percent in the final quarter of
1999; it has fallen about 4% percentage points over

the past five years, a period during which yearly
gains in household net worth have averaged more
than 10 percent in nominal terms and the ratio of
household wealth to disposable personal income has
moved up sharply.

The strength of consumer spending this past
year extended across a broad front. Appreciable gains
were reported for most types of durable goods.
Spending on motor vehicles, which had surged about
134 percent in 1998, moved up another 5% per-
cent in 1999. The inflation-adjusted increases for
furniture, appliances, electronic equipment, and other
household durables also were quite large, supported
in part by a strong housing market. Spending on ser-
vices advanced about 4% percent in real terms, led by
sizable increases for recreation and personal business
services. Qutlays for nondurables, such as food and
clothing, also rose rapidly. Exceptional strength in
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the purchases of some nondurables toward the end
of the year may have reflected precautionary buying
by consumers in anticipation of the century date
change; it is notable in this regard that grocery store
sales were up sharply in December and then fell back
in January, according to the latest report on retail
sales.

Households also continued to boost their expendi-
tures on residential structures. After having surged
I'l percent in 1998, residential investment rose about
34 percent over the four quarters of 1999, according
to the advance estimate from the Commerce Depart-
ment. Moderate declines in investment in the second
half of the year offset only part of the increases
recorded in the first half. As with consumption expen-
ditures, investment in housing was supported by the
sizable advances in real income and household net
worth, but this spending category was also tempered
a little by a rise in mortgage interest rates, which
likely was an important factor in the second-half
downturn.

Nearly all the indicators of housing activity showed
upbeat results for the year. Annual sales of new and
existing homes reached new peaks in 1999, surpass-
ing the previous highs set in 1998. Although sales
dropped back a touch in the second half of the year,
their level through year-end remained quite high by
historical standards. Builders” backlogs also were at
high levels and helped support new construction ac-
tivity even as sales eased. Late in the year, reports
that shortages of skilled workers were delaying con-
struction became less frequent as building activity
wound down seasonally, but builders also continued
to express concern about potential worker shortages
in 2000. For 1999 in total, construction began on
more than 1.3 million single-family dwellings, the
most since the late 1970s; approximately 330,000

multifamily units also were started, about the same
number as in each of the two previous years. House
prices rose appreciably and, together with the new
investment, further boosted household net worth in
residential real estate.

The increases in consumption and residential
investment in 1999 were, in part, financed by an
expansion of household debt estimated at 92 per-
cent, the largest increase in more than a decade.
Mortgage debt, which includes the borrowing against
owner equity that may be used for purposes other
than residential investment, grew a whopping
10V4 percent. Higher interest rates led to a sharp drop
in refinancing activity and prompted a shift toward
the use of adjustable-rate mortgages, which over the
year rose from 10 percent to 30 percent of origina-
tions. Consumer credit advanced 7% percent, boosted
by heavy demand for consumer durables and other
big-ticket purchases. Credit supply conditions were
also favorable; commercial banks reported in Federal
Reserve surveys that they were more willing than in
the previous year or two to make consumer install-
ment loans and that they remained quite willing to
make mortgage loans.

The household sector’s debt-service burden edged
up to its highest level since the late 1980s; however,
with employment rising rapidly and asset values
escalating, measures of credit quality for household
debt generally improved in 1999. Delinquency rates
on home mortgages and credit cards declined a bit,
and those on auto loans fell more noticeably. Per-
sonal bankruptcy filings fell sharply after having
risen for several years to 1997 and remaining ele-
vated in 1998,
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The Business Sector

Private nonresidential fixed investment increased
7 percent during 1999, extending by another year a
long run of rapid growth in real investment outlays.
Strength in capital investment has been underpinned
in recent years by the vigor of the business expan-
sion, by the advance and spread of computer tech-
nologies, and by the ability of most businesses to
readily obtain funding through the credit and equity
markets.

Investment in high-tech equipment continued to
soar in 1999. Outlays for communications equipment
rose about 25 percent over the course of the year,
boosted by a number of factors, including the expan-
sion of wireless communications, competition in tele-
phone markets, the continued spread of the Internet,
and the demand of Internet users for faster access to
it. Computer outlays rose nearly 40 percent in real
terms, and the purchases of computer software, which
in the national accounts are now counted as part of
private fixed investment, rose about 13 percent; for
both computers and software the increases were
roughly in line with the annual average gains during
previous years of the expansion.

The timing of investment in high-tech equipment
over the past couple of years was likely affected to
some degree by business preparations for the century
date change. Many large businesses reportedly in-
vested most heavily in new computer equipment be-
fore the start of 1999 to leave sufficient time for their
systems to be tested well before the start of 2000; a
very steep rise in computer invesiment in 1998—
roughly 60 percent in real terms—is consistent with
those reports. Some of the purchases in preparation
for Y2K most likely spilled over into 1999, but the
past year also brought numerous reports of busi-
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nesses wanting to stand pat with existing systems
until after the turn of the year. Growth in computer
investment in the final quarter of 1999, just before the
century rollover, was the smallest in several quarters.

Spending on other types of equipment rose moder-
ately, on balance, in 1999. Outlays for transportation
equipment increased substantially, led by advances
in business purchases of motor vehicles and aircraft.
By contrast, a sharp decline in spending on industrial
machinery early in the year held the yearly gain for
that category to about 2 percent; over the final three
quarters of the year, however, outlays picked up
sharply as industrial production strengthened.

Private investment in nonresidential structures fell
5 percent in 1999 according to the advance estimate
from the Commerce Department. Spending on struc-
tures had increased in each of the previous seven
years, rather briskly at times, and the level of invest-
ment, though down this past year, remained relatively
high and likely raised the real stock of capital
invested in structures appreciably further. Real expen-
ditures on office buildings, which have been climbing
rapidly for several years, moved up further in 1999,
to the highest level since the peak of the building
boom of the 1980s. In contrast, investment in other
types of commercial structures, which had already
regained its earlier peak, slipped back a little, on net,
this past year. Spending on industrial structures,
which accounts for roughly 10 percent of total real
outlays on structures, fell for a third consecutive year.
Outlays for the main types of institutional structures
also were down, according to the initial estimates.
Revisions to the data on nonresidential structures
often are sizable, and the estimates for each of the
three years preceding 1999 have eventually shown a
good bit more strength than was initially reported.

After increasing for two years at a rate of about
6 percent, nonfarm business inventories expanded
more slowly this past year—about 34 percent
according to the advance GDP report. During the
year, some businesses indicated that they planned to
carry heavier stocks toward year-end to protect them-
selves against possible Y2K disruptions, and the rate
of accumulation did in fact pick up appreciably in the
fall. But business final sales remained strong, and the
ratio of nonfarm stocks to final sales changed little,
holding toward the lower end of the range of the past
decade. With the ratio so low, businesses likely did
not enter the new year with excess stocks.

After slowing to a | percent rise in 1998, the
economic profits of U.S. corporations—that is, book
profits with inventory valuation and capital consump-
tion adjustments—picked up in 1999. Economic prof-
its over the first three quarters of the year averaged
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about 3% percent above the level of a year earlier.
The earnings of corporations from their operations
outside the United States rebounded in 1999 from a
brief but steep decline in the second half of 1998,
when financial market disruptions were affecting the
world economy. The profits earned by financial cor-
porations on their domestic operations also picked up
after having been slowed in 1998 by the financial
turmoil; growth of these profits in 1999 would have
been greater but for a large payout by insurance
companies to cover damage from Hurricane Floyd.
The profits that nonfinancial corporations earned on
their domestic operations in the first three quarters of
1999 were about 2 percent above the level of a year
earlier; growth of these earnings, which account for
about two-thirds of all economic profits, had slowed
to just over 2 percent in 1998 after averaging 13 per-
cent at a compound annual rate in the previous six
years. Nonfinancial corporations have boosted vol-
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ume substantially further over the past two years, but
profits per unit of output have dropped back some-
what from their 1997 peak. As of the third quarter
of last year, economic profits of nonfinancial corpo-
rations amounted to slightly less than |1'% percent
of the nominal output of these companies, compared
with a quarterly peak of about 12% percent two years
earlier.

The borrowing needs of nonfinancial corporations
remained sizable in 1999. Capital spending out-
stripped internal cash flow, and equity retirements
that resulted from stock repurchases and a block-
buster pace of merger activity more than offset record
volumes of both seasoned and initial public equity
offerings. Overall, the debt of nonfinancial businesses
grew 105 percent, down only a touch from its
decade-high 1998 pace.
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The strength in business borrowing was wide-
spread across funding sources. Corporate bond
issuance was robust, particularly in the first half of
the year, though the markets’ increased preference
for liquidity and quality, amid an appreciable rise
in defaults on junk bonds, left issuance of below-
investment-grade securities down more than a quarter
trom their record pace in 1998. The receptiveness of
the capital markets helped firms to pay down loans at
banks—which had been boosted to an 11%4 percent
gain in 1998 by the financial market turmoil that
year—and growth in these loans slowed to a more
moderate 5Y4 percent pace in 1999. The commercial
paper market continued to expand rapidly, with
domestic nonfinancial outstandings rising 18 percent
on top of the 14 percent gain in 1998.

Commercial mortgage borrowing was strong again
as well, as real estate prices generally continued
to rise, albeit at a slower pace than in 1998, and
vacancy rates generally remained near historical
lows. The mix of lending shifted back to banks and
life insurance companies from commercial mortgage-
backed securities, as conditions in the CMBS market,
especially investor appetites for lower-rated tranches,
remained less favorable than they had been before the
credit market disruptions in the fall of 1998.

Risk spreads on corporate bonds seesawed during
1999. Over the early part of the year, spreads reversed
part of the 1998 run-up as markets recovered. During
the summer, they rose again in response to concerns
about market liquidity, expectations of a surge in
financing before the century date change, and
anticipated firming of monetary policy. Swap spreads,
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in particular, exhibited upward pressure at this time.
The likelihood of year-end difficulties seemed to
diminish in the fall, and spreads again retreated,
ending the year down on balance but generally above
the levels that had prevailed over the several years up
to mid-1998.

Federal Reserve surveys indicated that banks
firmed terms and standards for commercial and indus-
trial loans a bit further, on balance, in 1999. In the
syndicated loan market, spreads for lower-rated bor-
rowers also ended the year higher, on balance, after
rising substantially in 1998. Spreads for higher-rated
borrowers were fairly steady through 1998 and early
1999, widened a bit around midyear, and then fell
back to end the year about where they had started.

The ratio of net interest payments to cash flow for
nonfinancial firms remained in the low range it has
occupied for the past few years, but many measures
of credit quality nonetheless deteriorated in 1999.
Moody’s Investors Service downgraded more non-
financial debt issuers than it upgraded over the year,
affecting a net $78 billion of debt. The problems that
emerged in the bond market were concentrated
mostly among borrowers in the junk sector, and partly
reflected a fallout from the large volume of issuance
and the generous terms available in 1997 and early
1998; default rates on junk bonds rose to levels not
seen since the recession of 1990-91. Delinquency
rates on C&l loans at commercial banks ticked up in
1999, albeit from very low levels, while the charge-
off rate for those loans continued on its upward trend
of the past several years. Business failures edged up
last year but remained in a historically low range.
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The Governmenr Sector

Buoyed by rapid increases in receipts and favorable
budget balances, the combined real expenditures of
federal, state, and local governments on consumption
and investment rose about 4% percent from the fourth
quarter of 1998 to the fourth quarter of 1999. Annual
data, which smooth through some of the quarterly
noise that is often evident in government outlays,
showed a gain in real spending of more than 3% per-
cent this past year, the largest increase of the expan-
sion. Federal expenditures on consumption and
investment were up nearly 3 percent in annual terms;
real defense expenditures, which had trended lower
through most of the 1990s, rose moderately, and
outlays for nondefense consumption and investment
increased sharply. Meanwhile, the consumption and
investment expenditures of state and local govern-
ments rose more than 4 percent in annual terms;
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growth of these outlays has picked up appreciably as
the expansion has lengthened.

At the federal level, expenditures in the unified
budget rose 3 percent in fiscal 1999, just a touch less
than the 3% percent rise of the preceding fiscal year.
Faster growth of nominal spending on items that are
included in consumption and investment was offset in
the most recent fiscal year by a deceleration in other
categories. Net interest outlays fell more than 5 per-
cent—enough to trim total spending growth about
¥ percentage point—and only small increases were
recorded in expenditures for social insurance and
income security, categories that together account for
nearly half of total federal outlays. In contrast, fed-
eral expenditures on Medicaid, after having slowed
in 1996 and 1997, picked up again in the past two
fiscal years. Spending on agriculture doubled in fiscal
1999; the increase resulted both from a step-up in
payments under farm safety net programs that were
retained in the “freedom to farm” legislation of 1996
and from more recent emergency farm legislation.

Federal receipts grew 6 percent in fiscal 1999 after
increases that averaged close to 9 percent in the two
previous fiscal years. Net receipts from taxes on
individuals continued to outpace the growth of per-
sonal income, but by less than in other recent years,
and receipts from corporate income taxes fell moder-
ately. Nonetheless, with total receipts growing faster
than spending, the surplus in the unified budget con-
tinued to rise, moving from $69 billion in fiscal 1998
to $124 billion this past fiscal year. Excluding net
interest payments—a charge resulting from past
deficits—the federal government recorded a surplus
of more than $350 billion in fiscal 1999.

Federal saving, a measure that results from a trans-
lation of the federal budget surplus into terms consis-
tent with the national income and product accounts,
amounted to 24 percent of nominal GDP in the first
three quarters of 1999, up from 1Y percent in 1998
and Y2 percent in 1997. Before 1997, federal saving
had been negative for seventeen consecutive years,
by amounts exceeding 3 percent of nominal GDP in
several years—most recently in 1992. The change in
the federal government’s saving position from 1992
to 1999 more than offset the sharp drop in the per-
sonal saving rate and helped lift national saving from
less than 16 percent of nominal GDP in 1992 and
1993 to a range of about 18% percent to 19 percent
over the past several quarters.

Federal debt growth has mirrored the turnabout in
the government’s saving position. In the 1980s and
early 1990s, borrowing resulted in large additions
to the volume of outstanding government debt. In
contrast, with the budget in surplus the past two
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years, the Treasury has been paying down debt. With-
out the rise in federal saving and the reversal in
borrowing, interest rates in recent years likely would
have been higher than they have been, and private
capita] formation, a key element in the vigorous
economic expansion, would have been lower, per-
haps appreciably.

The Treasury responded to its lower borrowing
requirements in 1999 primarily by reducing the num-
ber of auctions of thirty-year bonds from three to two
and by trimming auction sizes for notes and Treasury
inflation-indexed securities (TIIS). Weekly bill vol-
umes were increased from 1998 levels, however, to
help build up cash holdings as a Y2K precaution. For
2000, the Treasury plans major changes in debt man-
agement in an attempt to keep down the average
maturity of the debt and maintain sufficient auction
sizes to support the liquidity and benchmark status of
its most recently issued securities, while still retiring
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large volumes of debt. Alternate quarterly refunding
auctions of five- and ten-year notes and semiannual
auctions of thirty-year bonds will now be smaller
reopenings of existing issues rather than new issues.
Thirty-year TILS will now be auctioned once a year
rather than twice, and the two auctions of ten-year
TIS will be modestly reduced. Auctions of one-year
Treasury bills will drop from thirteen a year to four,
while weekly bill volumes will rise somewhat.
Finally, the Treasury plans to enter the market to buy
back in “reverse auctions” as much as $30 billion of
outstanding securities this year, beginning in March
or April.

State and local government debt expanded 44 per-
cent in 1999, well off the previous year’s elevated
pace. Borrowing for new capital investment edged
up, but the roughly full-percentage-point rise in
municipal bond yields over the year led to a sharp
drop in advance refundings, which in turn pulled
gross issuance below the 1998 level. Tax revenues
continued to grow at a robust rate, improving the
financial condition of states and localities, as reflected
in a ratio of debt rating upgrades to downgrades of
more than three to one over the year. The surplus in
the current account of state and local governments in
the first three quarters of 1999 amounted to about
2 percent of nominal GDP, about the same as in
1998 but otherwise the largest of the past several
years.

The External Sector
Trade and the Current Account

U.S. external balances deteriorated in 1999 largely
because of continued declines in net exports of goods
and services and some further weakening of net
investment income. The nominal trade deficit for
goods and services widened more than $100 billion
in 1999, to an estimated $270 billion, as imports
expanded faster than exports. For the first three quar-
ters of the year, the current account deficit increased
more than one-third, reaching $320 billion at an
annual rate, or 3% percent of GDP. In 1998, the
current account deficit was 2% percent of GDP.

Real imports of goods and services expanded
strongly in 1999—about 13 percent according to
preliminary estimates—as the rapid import growth
during the first half of the year was extended through
the second half. The expansion of real imports was
fueled by the continued strong growth of U.S. domes-
tic expenditures. Declines in non-oil import prices
through most of the year, partly reflecting previous
dollar appreciation, contributed as well. All major
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import categories other than aircraft and oil recorded
strong increases. While U.S. consumption of oil rose
about 4 percent in 1999, the quantity of oil imported
was about unchanged, and inventories were drawn
down.

Real exports of goods and services rose an esti-
mated 4 percent in 1999, a somewhat faster pace than
in 1998. Economic activity abroad picked up, par-
ticularly in Canada, Mexico, and Asian developing
economies. However, the lagged effects of relative
prices owing to past dollar appreciation held down
exports. An upturn in U.S. exports to Canada,
Mexico, and key Asian emerging markets contrasted
with a much flatter pace of exports to Europe, Japan,
and South America. Capital equipment composed
about 45 percent of U.S. goods exports, industrial
supplies were 20 percent, and agricultural, automo-

tive, and consumer goods were each roughly
10 percent.
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Cupital. Account

U.S. capital flows in 1999 reflected the relatively
strong cyclical position of the U.S. economy and the
global wave of corporate mergers. Foreign purchases
of U.S. securities remained brisk—near the level of
the previous two years, in which they had been
elevated by the global financial unrest. The composi-
tion of foreign securities purchases in 1999 showed a
continued shift away from Treasuries, in part because
of the US. budget surplus and the decline in the
supply of Treasuries relative to other securities and,
perhaps, to a general increased tolerance of foreign
investors for risk as markets calmed after their tur-
moil of late 1998. Available data indicate that private
foreigners sold on net about $20 billion in Trea-
suries, compared with net purchases of $50 billion in
1998 and $150 billion in 1997. These sales of Trea-
suries were more than offset by a pickup in foreign
purchases of their nearest substitute—government
agency bonds—as well as corporate bonds and
equities.

Foreign direct investment flows into the United
States were also robust in 1999, with the pace of
inflows in the first three quarters only slightly below
the record inflow set in 1998. As in 1998, direct
investment inflows last year were elevated by several
large mergers, which left their imprint on other parts
of the capital account as well. In the past two years,
many of the largest mergers have been financed by
a swap of equity in the foreign acquiring firm for
equity in the U.S. firm being acquired. The Bureau
of Economic Analysis estimates that U.S. residents
acquired more than $100 billion of foreign equity
through this mechanism in the first three quarters of
1999. Separate data on market transactions indicate
that U.S. residents made net purchases of Japanese
equities. They also sold European equities, probably
in an attempt to rebalance portfolios in light of the
equity acquired through stock swaps. U.S. residents
on net purchased a small volume of foreign bonds in
1999. U.S. direct investment in foreign economies
also reflected the global wave of merger activity in
1999 and will likely total something near its record
level of 1998.

Available data indicate a return to sizable capital
inflows from foreign official sources in 1999, follow-
ing a modest outflow in 1998. The decline in foreign
official assets in the United States in 1998 was fairly
widespread, as many countries found their currencies
under unwanted downward pressure during the tur-
moil. By contrast, the increase in foreign official
reserves in the United States in 1999 was fairly
concentrated in a relatively few countries that experi-
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enced unwanted upward pressure on their currencies
vis-a-vis the U.S. dollar.

The Labor Market

As in other recent years, the rapid growth of aggre-
gate output in 1999 was associated with both strong
growth of productivity and brisk gains in employ-
ment. According to the initial estimate for 1999,
output per hour in the nonfarm business sector rose
3Y4 percent over the four quarters of the year, and
historical data were revised this past year to show
stronger gains than previously reported in the years
preceding 1999. As the data stand currently, the aver-
age rate of rise in output per hour over the past four
years is about 2% percent—up from an average of
12 percent from the mid-1970s to the end of 1995.
Some of the step-up in productivity growth since
1995 can be traced to high levels of capital spending
and an accompanying faster rate of increase in the
amount of capital per worker. Beyond that, the causes
are more difficult to pin down quantitatively but
are apparently related to increased technological
and organizational efficiencies. Firms are not only
expanding the stock of capital but are also discover-
ing many new uses for the technologies embodied in
that capital, and workers are becoming more skilled
at employing the new technologies.

The number of jobs on nonfarm payrolls rose
slightly more than 2 percent from the end of 1998 to
the end of 1999, a net increase of 2.7 million. Annual
job gains had ranged between 2'4 percent and
2% percent over the 1996-98 period. Once again in
1999, the private service-producing sector accounted
for most of the total rise in payroll employment, led
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by many of the same categories that had been strong
In previous years—transportation and communica-
tions, computer services, engineering and manage-
ment, recreation, and personnel supply. In the con-
struction sector, employment growth remained quite
brisk—more than 4 percent from the final quarter of
1998 to the final quarter of 1999. Manufacturing
employment, influenced by spillover from the disrup-
tions in foreign economies, continued to decline
sharply in the first half of the year, but losses there-
after were small as factory production strengthened.
Since the start of the expansion in 1991, the job count
in manufacturing has changed little, on net, but with
factory productivity rising rapidly, manufacturing
output has trended up at a brisk pace.
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In 1999, employers continued to face a tight labor
market. Some increase in the workforce came from
the pool of the unemployed, and the jobless rate
declined to an average of 4.1 percent in the fourth
quarter. In January 2000, the rate edged down to
4.0 percent, the lowest monthly reading since the
start of the 1970s. Because the unemployment rate
is a reflection only of the number of persons who
are available for work and actively looking, it does
not capture potential labor supply that is one step
removed—namely those individuals who are inter-
ested in working but are not actively seeking work at
the current time. However, like the unemployment
rate itself, an augmented rate that includes these
interested nonparticipants also has declined to a low
level, as more individuals have taken advantage
of expanding opportunities to work.

Although the supply—demand balance in the labor
market tightened further in 1999, the added pressure
did not translate into bigger increases in nominal
hourly compensation. The employment cost index for
hourly compensation of workers in private nonfarm
industries rose 3.4 percent in nominal terms during
1999, little changed from the increase of the previous
year, and an alternative measure of hourly compensa-
tion from the nonfarm productivity and cost data
slowed from a 5'4 percent increase in 1998 to a
4/ percent rise this past year. Compensation gains in
1999 probably were influenced, in part, by the very
low inflation rate of 1998, which resulted in unex-
pectedly large increases in inflation-adjusted pay in
that year and probably damped wage increments last
year. According to the employment cost index, the
hourly wages of workers in private industry rose
3% percent in nominal terms after having increased
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about 4 percent in each of the two previous years.
The hourly cost to employers of the nonwage benefits
provided to employees also rose 34 percent in 1999,
but this increase was considerably larger than those
of the past few years. Much of the pickup in benefit
costs came from a faster rate of rise in the costs of
health insurance, which were reportedly driven up by
several factors: a moderate acceleration in the price
of medical care, the efforts of some insurers to rebuild
profit margins, and the recognition by employers that
an attractive health benefits package was helpful
in hiring and retaining workers in a tight labor
market.

Because the employment cost index does not cap-
ture some forms of compensation that employers
have been using more extensively—for example,
stock options, signing bonuses, and employee price
discounts on in-store purchases—it has likely been
understating the true size of workers’ gains. The
productivity and cost measure of hourly compensa-
tion captures at least some of the labor costs that the
employment cost index omits, and this broader cov-
erage may explain why the productivity and cost
measure has been rising faster. However, it, too, is
affected by problems of measurement, some of which
would lead to overstatement of the rate of rise in
hourly compensation.

With the rise in output per hour in the nonfarm
business sector in 1999 offsetting about three-fourths
of the rise in the productivity and cost measure of
nominal hourly compensation, nonfarm unit labor
costs were up just a shade more than | percent. Unit
labor costs had increased slightly more than 2 percent
in both 1997 and 1998 and less than | percent in
1996. Because labor costs are by far the most impor-
tant item in total unit costs, these small increases
have been crucial to keeping inflation low.
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3. Alternative measures of price change

Percent

Price measure 1998 1999
Chain-type
Gross domestic product .............. 1.1 1.6
Gross domestic purchases ............ 7 1.9
Personal consumption expenditures ... 1.0 2.0
Excluding food and energy ......... 1.4 1.5
Fixed-weight
Coosumer price index ................ 1.5 2.6
Excluding food and energy ......... 23 2.0

No1e. Changes are based on quarterly averages and are measured to the
fourth quarter of the year indicated from the fourth quarter of the preceding year.

Prives

Rates of increase in the broader measures of aggre-
gate prices in 1999 were somewhat larger than those
of 1998. The chain-type price index for GDP—which
measures inflation for goods and services produced
domestically—moved up about 12 percent, a pickup
of Y4 percentage point from the increase of 1998. In
comparison, acceleration in various price measures
for goods and services purchased amounted to 1 per-
centage point or more: The chain-type price index for
personal consumption expenditures increased 2 per-
cent, twice as much as in the previous year, and the
chain-type price index for gross domestic purchases,
which measures prices of the aggregate purchases of
consumers, businesses, and governments, moved up
close to 2 percent after an increase of just ¥ percent
in 1998. The consumer price index rose more than
24 percent over the four quarters of the year after
having increased 12 percent in 1998.

The acceleration in the prices of goods and ser-
vices purchased was driven in part by a reversal in
import prices. In 1998, the chain-type price index for
imports of goods and services had fallen 5 percent,
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but it rose 3 percent in 1999. A big swing in oil
prices—down in 1998 but up sharply in 1999—
accounted for a large part of this turnaround. Exclud-
ing oil, the prices of imported goods continued to fall
in 1999 but, according to the initial estimate, less
rapidly than over the three previous years, when
downward pressure from appreciation of the dollar
had been considerable. The prices of imported mate-
rials and supplies rebounded, but the prices of im-
ported capital goods fell sharply further. Meanwhile,
the chain-type price index for exports increased | per-
cent in the latest year, reversing a portion of the
2% percent drop of 1998, when the sluggishness of
foreign economies and the strength of the dollar had
pressured U.S. producers to mark down the prices
charged to foreign buyers.

Prices of domestically produced primary materials,
which tend to be especially sensitive to developments
in world markets, rebounded sharply in 1999. The
producer price index for crude materials excluding
food and energy advanced about 10 percent after
having fallen about 15 percent in 1998, and the PPI
for intermediate materials excluding food and energy
increased about 14 percent, reversing a 1998 decline
of about that same size. But further along in the chain
of processing and distribution, the effects of these
increases were not very visible. The producer price
index for finished goods excluding food and energy
rose slightly less rapidly in 1999 than in 1998, and
the consumer price index for goods excluding food
and energy rose at about the same low rate that it had
in 1998. Large gains in productivity and a margin of
excess capacity in the industrial sector helped keep
prices of goods in check, even as growth of domestic
demand remained exceptionally strong.

“Core” inflation at the consumer level—which
takes account of the prices of services as well as the
prices of goods and excludes food and energy
prices—changed little in 1999. The increase in the
core index for personal consumption expenditures,
1Y% percent over the four quarters of the year, was
about the same as the increase in 1998. As measured
by the CPI, core inflation was 2 percent this past year,
about Y4 percentage point lower than in 1998, but the
deceleration was a reflection of a change in CPI
methodology that had taken place at the start of last
year; on a methodologically consistent basis, the rise
in the core CPI was about the same in both years.

In the national accounts, the chain-type price index
for private fixed investment edged up Y4 percent in
1999 after having fallen about ¥, percent in 1998.
With construction costs rising, the index for residen-
tial investment increased 3% percent, its largest
advance in several years. By contrast, the price index
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for nonresidential investment declined moderately, as
a result of another drop in the index for equipment
and software. Falling equipment prices are one chan-
nel through which faster productivity gains have been
reshaping the economy in recent years; the drop in
prices has contributed to high levels of investment,
rapid expansion of the capital stock, and a step-up in
the growth of potential output.

US. Financial Markers

Financial markets were somewhat unsettled as 1999
began, with the disruptions of the previous autumn
still unwinding and the devaluation of the Brazilian
real causing some jitters around mid-January. How-
ever, market conditions improved into the spring,
evidenced in part by increased trading volumes and
narrowed bid—asked and credit spreads, as it became
increasingly evident that strong growth was continu-
ing in the United States, and that economies abroad
were rebounding. In this environment, market partici-
pants began to anticipate that the Federal Reserve
would reverse the policy easings of the preceding
fall, and interest rates rose. Nevertheless, improved
profit expectations apparently more than offset the
interest rate increases, and equity prices continued to
climb until late spring. From May into the fall, both
equity prices and longer-term interest rates moved in
a choppy fashion, while short-term interest rates
moved up with monetary policy tightenings in June,
August, and November. Worries about Y2K became
pronounced after midyear, and expectations of an
acceleration of borrowing ahead of the fourth quarter
prompted a resurgence in liquidity and credit premi-
ums. In the closing months of the year, however, the
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likelihood of outsized demands for credit and liquid-
ity over the year-end subsided, causing spreads to
narrow, and stock prices surged once again. After
the century date change passed without disruptions,
liquidity improved and trading volumes grew,
although both bond and equity prices have remained
quite volatile so far this year.

Interest Rates

Over the first few months of 1999, short-term Trea-
sury rates moved in a narrow range, anchored by
an unchanged stance of monetary policy. Yields on
intermediate- and long-term Treasury securities rose,
however, as the flight to quality and liquidity of the
preceding fall unwound, and incoming data pointed
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to continued robust economic growth and likely Fed-
eral Reserve tightening. Over most of the rest of the
year, short-term Treasury rates moved broadly in line
with the three quarter-point increases in the target
federal funds rate; longer-term yields rose less, as
markets had already anticipated some of those policy
actions.

Bond and note yields moved sharply higher from
early November 1999 to mid-January 2000, as Y2K
fears diminished, incoming data indicated surprising
economic vitality, and the century date change was
negotiated without significant technical problems.
In recent weeks, long-term Treasury yields have
retraced a good portion of that rise on expectations
of reduced supply stemming from the Treasury’s new
buyback program and reductions in the amount of
bonds to be auctioned. This rally has been mostly
confined to the long end of the Treasury market;
long-term corporate bond yields have fallen only
slightly, and yields are largely unchanged or have
risen a little further at maturities of ten years or less,
where most private borrowing is concentrated.

Concerns about liquidity and credit risk around the
century date change led to large premiums in private
money market rates in the second half of 1999.
During the summer, this “safe haven” demand held
down rates on Treasury bills maturing early in the
new year, until the announcement in August that the
Treasury was targeting an unusually large year-end
cash balance, implying that it would issue a substan-
tial volume of January-dated cash management bills.
Year-end premiums in eurodollar, commercial paper,
term federal funds, and other money markets—
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measured as the implied forward rate for a monthlong
period spanning the turn relative to the rate for a
neighboring period—rose earlier and reached much
higher levels than in recent years.

Those year-end premiums peaked in late October
and then declined substantially, as markets reflected
increased confidence in technical readiness and spe-
cial assurances from central banks that sufficient
liquidity would be available around the century date
change. Important among these assurances were sev-
eral of the Federal Reserve initiatives described in the
first section of this report. Securities dealers took
particular advantage of the widened pools of accept-
able collateral for open market operations and used
large volumes of federal agency debt and mortgage-
backed securities in repurchase agreements with the
Open Market Desk in the closing weeks of the year,
which helped to relieve a potential scarcity of Trea-
sury collateral over the turn. Market participants also
purchased options on nearly $500 billion worth of
repurchase agreements under the standby financing
facility and pledged more than $650 billion of collat-
eral for borrowing at the discount window. With the
smooth rollover, however, none of the RP options
were exercised, and borrowing at the discount win-
dow turned out to be fairly light.

Liguity Prices

Nearly all major stock indexes ended 1999 in record
territory. The Nasdaq composite index paced the
advance by soaring 86 percent over the year, and the
S&P 500 and Dow Jones Industrial Average posted
still-impressive gains of 20 percent and 25 percent.
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Last year was the fifth consecutive year that all three
indexes posted double-digit returns. Most stock
indexes moved up sharply over the first few months
of the year and were about flat on net from May
through August; they then declined into October
before surging in the final months of the year. The
Nasdaq index, in particular, achieved most of its
annual gains in November and December. Stock price
advances in 1999 were not very broad-based, how-
ever: More than half of the S&P 500 issues lost value
over the year. So far in 2000, stock prices have been
volatile and mixed; major indexes currently span a
range from the Dow’s nearly 10 percent drop to the
Nasdaq’s 8 percent advance.

Almost all key industry groups performed well.
One exception was shares of financial firms, which
were flat, on balance. Investor perceptions that rising
interest rates would hurt earnings and, possibly, con-
cern over loan quality apparently offset the boost
resulting from passage in the fall of legislation
reforming the depression-era Glass—Steagall con-
straints on combining commercial banking with
insurance and investment banking. Small-cap stocks,
which had lagged in 1998, also performed well; the
Russell 2000 index climbed 20 percent over the year
and finally surpassed its April 1998 peak in late
December.

At large firms, stock price gains about kept pace
with expected earnings growth in 1999, and the
S&P 500 one-year-ahead earnings—price ratio fluc-
tuated around the historically low level of 4 per-
cent even as real interest rates rose. Meanwhile, the
Nasdaq composite index’s earnings—price ratio (using
actual twelve-month trailing earnings) plummeted
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from an already-slim 1'4 percent to Y2 percent, sug-
gesting that investors are pricing in expectations of
tremendous earnings growth at technology firms rela-
tive to historical norms.

Debt and the Monetary Aggresates
Debt and Depository Intermediation

The debt of domestic nonfinancial sectors is esti-
mated to have grown 6'%2 percent in 1999 on a
fourth-quarter-to-fourth-quarter basis, near the upper
end of the FOMC’s 3 percent to 7 percent range and
about a percentage point faster than nominal GDP. As
was the case in 1998, robust outlays on consumer
durable goods, housing, and business investment,
as well as substantial net equity retirements, helped
sustain nonfederal sector debt growth at rates above
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9 percent. Meanwhile, the dramatically increased
federal budget surplus allowed the Treasury to reduce
its outstanding debt about 2 percent. These move-
ments follow the pattern of recent years whereby
increases in the debt of households, businesses, and
state and local governments relative to GDP have
come close to matching declines in the federal gov-
ernment share, consistent with reduced pressure on
available savings from the federal sector facilitating
private borrowing.

After increasing for several years, the share of total
credit accounted for by depository institutions lev-
eled out in 1999. Growth in credit extended by those
institutions edged down to 62 percent from 6% per-
cent in 1998. Adjusted for mark-to-market account-
ing rules, bank credit growth retreated from 10% per-
cent in 1998 to 52 percent last year, with a con-
siderable portion of the slowdown attributable to
an unwinding of the surge in holdings of non-U.S.
government securities, business loans, and security
loans that had been built up during the market disrup-
tions in the fall of 1998. Real estate loans constituted
one of the few categories of bank credit that acceler-
ated in 1999. By contrast, thrift credit swelled 9 per-
cent, up from a 4% percent gain in 1998, as rising
mortgage interest rates led borrowers to opt more
frequently for adjustable-rate mortgages, which
thrifts tend to keep on their books. The trend toward
securitization of consumer loans continued in 1999:
Bank originations of consumer loans were up about
5 percent, while holdings ran oft at a 134 percent
pace.

4. Growth of money and Jdebt
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The Monetary Aggregates

Growth of the broad monetary aggregates moderated
significantly last year. Nevertheless, as was expected
by the FOMC last February and July, both M2
and M3 finished the year above their annual price-
stability ranges. M3 rose 7%z percent in 1999, some-
what outside the Committee’s range of 2 percent
to 6 percent but far below the nearly 11 percent
pace of 1998. M3 growth retreated early in 1999, as
the surge in depository credit in the final quarter of
1998 unwound and depository institutions curbed
their issuance of the managed liabilities included
in that aggregate. At that time, the expansion of

Percent
Period Ml M2 M3 Pomestic
' - - nonfinancial debt
Annual'
L 6 52 4.1 7.4
990 . 4.2 4.2 1.9 6.7
1991 .. 79 31 1.1 4.5
992 14.4 1.8 6 4.5
93 10.6 1.4 1.0 4.9
0 25 6 1.7 4.9
90 -1.5 39 6.1 55
1996 ... —4.5 4.5 6.5 5.4
1997 e -1.2 5.6 8.9 52
1998 ..o 22 85 109 6.7
100 s 1.9 6.2 7.5 6.6
1.9 7.5 8.2 6.7
22 6.0 6.0 6.9
~2.0 55 S 6.0
53 54 10.0 6.2

NOTE. M1 consists of currency, travelers checks, demand deposits, and other
checkable deposits. M2 consists of M1 plus savings deposits (including moncy
market deposit accounts), small-denomination time deposits, and balances in
retail money market funds. M3 consists of M2 plus large-denomination time
deposits, balances in institutional money market funds, RP liabilities (overnight
and term), and eurodollars (overnight and term). Debt consists of the out-

standing credit market debt of the U.S. government, state and local govern-
ments, households and nonprofit organizations, nonfinancial businesses, and
farms.

1. From average for fourth quarter of preceding year to average for fourth
quarter of year indicated.

2. From average for preceding quarter to average for quarter indicated.
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institution-only money funds also slowed with the
ebbing of heightened preferences for liquid assets.
However, M3 bulged again in the fourth quarter
of 1999, as loan growth picked up and banks
funded the increase mainly with large time deposits
and other managed liabilities in M3. U.S. bran-
ches and agencies of foreign banks stepped up issu-
ance of large certificates of deposit, in part to aug-
ment the liquidity of their head offices over the
century date change, apparently because it was
cheaper to fund in U.S. markets. Domestic banks
needed the additional funding because of strong loan
growth and a buildup in vault cash for Y2K contin-
gencies. Corporations apparently built up year-end
precautionary liquidity in institution-only money
funds, which provided a further boost to M3 late

M2 velocity and the opportunity cost of hedding M2

Ralio senle Percentage points, ratio scale

= MI velocity

-_—

M2 — 10
opportunity
cost

N Y Y T Y 0 I B O B B
1979 1984 1989 1994 1999

Note. The data are quarterly and extend through 1999:Q4. The velocity of
M2 is the ratio of nominal gross domestic product to the stock of M2. The
opportunity cost of M2 is a two-quarter moving average of the difference
between the three-month Treasury bill rate and the weighted average return on
assets included in M2,

in the year. Early in 2000, these effects began to
unwind.

M2 increased 64 percent in 1999, somewhat above
the FOMC’s range of 1 percent to 5 percent. Both the
easing of elevated demands for liquid assets that had
boosted M2 in the fourth quarter of 1998 and a rise
in its opportunity cost (the difference between inter-
est rates on short-term market instruments and the
rates available on M2 assets) tended to bring down
M2 growth in 1999. That rise in opportunity cost also
helped to halt the decline in M2 velocity that had
begun in mid-1997, although the 1% percent (annual
rate) rise in velocity over the second half of 1999 was
not enough to offset the drop in the first half of the
year. Within M2, currency demand grew briskly over
the year as a whole, reflecting booming retail sales
and, late in the year, some precautionary buildup for
Y2K. Money stock currency grew at an annualized
rate of 28 percent in December and then ran off in the
weeks after the turn of the year.

In anticipation of a surge in the public’s demand
for currency, depository institutions vastly expanded
their holdings of vault cash, beginning in the fall
to avoid potential constraints in the ability of the
armored car industry to accommodate large currency
shipments late in the year. Depositories’ cash draw-
ings reduced their Federal Reserve balances and
drained substantial volumes of reserves, and, in mid-
December, large precautionary increases in the Trea-
sury’s cash balance and in foreign central banks’
liquid investments at the Federal Reserve did as well.
The magnitude of these flows was largely anticipated
by the System, and, to replace the lost reserves,
during the fourth quarter the Desk entered into a
number of longer-maturity repurchase agreements
timed to mature early in 2000. The Desk also
executed a large number of short-term repurchase
transactions for over the turn of the year, including
some in the forward market, to provide sufficient
reserves and support market liquidity.

The public’s demand for currency through year-
end, though appreciable, remained well below the
level for which the banking system was prepared, and
vault cash at the beginning of January stood about
$38 billion above its year-ago level. This excess vault
cash, and other century date change effects in money
and reserve markets, unwound quickly after the
smooth transition into the new year.

Tnternational Developiments

Global economic conditions improved in 1999 after a
year of depressed growth and heightened financial
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market instability. Financial markets in developing
countries, which had been hit hard by crises in Asia
and Russia in recent years, recovered last year. The
pace of activity in developing countries increased,
with Asian emerging-market economies in particular
bouncing back strongly from the output declines of
the preceding year. Real growth improved in almost
all the major industrial economies as well. This
strengthening of activity contributed to a general rise
in equity prices and a widespread increase in interest
rates. Despite stronger activity and higher prices for
oil and other commodities, average foreign inflation
was lower in 1999 than in 1998, as output remained
below potential in most countries.

Although the general theme in emerging financial
markets in 1999 was a return to stability, the year
began with heightened tension as a result of a finan-
cial crisis in Brazil. With the effects of the August
1998 collapse of the ruble and the default on Russian
government debt still reverberating, Brazil was
forced to abandon its exchange-rate-based stabiliza-
tion program in January 1999. The real, allowed to
float, soon fell nearly 50 percent against the dollar,
generating fears of a depreciation—inflation spiral that
could return Brazil to its high-inflation past. In addi-
tion, there were concerns that the government might
default on its domestic-currency and dollar-indexed
debt, the latter totaling more than $50 billion. In the
event, these fears proved unfounded. The turning
point appears to have come in March when a new
central bank governor announced that fighting infla-
tion was a top priority and interest rates were substan-
tially raised to support the real. Over the remainder
of the year, Brazilian financial markets stabilized
on balance, despite continuing concerns about the
government’s ability to reduce the fiscal deficit. Infla-
tion, although accelerating from the previous year,
remained under 10 percent. Brazilian economic activ-
ity also recovered somewhat in 1999, after declining
in 1998, as the return of confidence allowed officials
to lower short-term interest rates substantially from
their crisis-related peak levels of early in the year.

The Brazilian crisis triggered some renewed finan-
cial stress in other Latin American economies, and
domestic interest rates and Brady bond yield spreads
increased sharply from levels already elevated by
the Russian crisis. However, as the situation in
Brazil improved, financial conditions in the rest of
the region stabilized relatively rapidly. Even so, the
combination of elevated risk premiums and dimin-
ished access to international credit markets tended to
depress activity in much of the region in the first half
of 1999. Probably the most strongly affected was
Argentina, where the exchange rate peg to the dollar

was maintained only at the cost of continued high
real interest rates that contributed to the decline in
real GDP in 1999. In contrast, real GDP in Mexico
rose an estimated 6 percent in 1999, aided by higher
oil prices and strong export growth to the United
States. The peso appreciated against the dollar for the
year as a whole, despite a Mexican inflation rate
about 10 percentage points higher than in the United
States.

The recovery of activity last year in Asian devel-
oping countries was earlier, more widespread, and
sharper than in Latin America, just as the downturn
had been the previous year. After a steep drop in
activity in the immediate wake of the financial crises
that hit several Asian emerging-market economies in
late 1997, the preconditions for a revival in activity
were set by measures initiated to stabilize shaky
financial markets and banking sectors, often in con-
junction with International Monetary Fund programs
that provided financial support. Once financial condi-
tions had been stabilized, monetary policies turned
accommodative in 1998, and this stimulus, along
with the shift toward fiscal deficits and an ongoing
boost to net exports provided by the sharp deprecia-
tions of their currencies, laid the foundation for last
year’s strong revival in activity. Korea’s recovery
was the most robust, with real GDP estimated to have
increased more than 10 percent in 1999 after falling
5 percent the previous year. The government contin-
ued to make progress toward needed financial and
corporate sector reform. However, significant weak-
nesses remained, as evidenced by the near collapse of
Daewoo, Korea’s second largest conglomerate. Other
Asian developing countries that experienced financial
difficulties in late 1997 (Thailand, Malaysia, Indone-
sia, and the Philippines) also recorded increases in
real GDP in 1999 after declines the previous year.
Indonesian financial markets were buffeted severely
at times during 1999 by concerns about political
instability, but the rupiah ended the year with a
modest net appreciation against the dollar. The other
former crisis countries also saw their currencies stabi-
lize or slightly appreciate against the dollar. Inflation
rates in these countries generally declined, despite the
pickup in activity and higher prices for oil and other
commodities. Inflation was held down by the ele-
vated, if diminishing, levels of excess capacity and
unemployment and by a waning of the inflationary
impact of previous exchange rate depreciations.

In China, real growth slowed moderately in 1999.
Given China’s exchange rate peg to the dollar, the
sizable depreciations elsewhere in Asia in 1997 and
1998 led to a sharp appreciation of China’s real
effective exchange rate, and there was speculation
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last year that the renminbi might be devalued. How-
ever, with China’s trade balance continuing in sub-
stantial, though reduced, surplus, Chinese officials
maintained the exchange rate peg to the dollar last
year and stated their intention of extending it through
at least this year. After the onset of the Asian finan-
cial crisis, continuance of Hong Kong’s currency-
board-maintained peg to the US. dollar was also
questioned. In the event, the tie to the dollar was
sustained, but only at the cost of high real interest
rates, which contributed to a decrease in output in
Hong Kong in 1998 and early 1999 and a decline of
consumer prices over this period. However, real GDP
started to move up again later in the year, reflecting in
part the strong revival of activity in the rest of Asia.

In Russia, economic activity increased last year
despite persistent and severe structural problems.
Real GDP, which had dropped nearly 10 percent in
1998 as a result of the domestic financial crisis,
recovered about half the loss last year. Net exports
rose strongly, boosted by the lagged effect of the
substantial real depreciation of the ruble in late 1998
and by higher oil prices. The inflation rate moderated
to about 50 percent, somewhat greater than the depre-
ciation of the ruble over the course of the year.

The dollar’s average foreign exchange value, mea-
sured on a trade-weighted basis against the currencies
of a broad group of important U.S. trading partners,
ended 1999 little changed from its level at the begin-
ning of the year. There appeared to be two main,
roughly offsetting, pressures on the dollar last year.
On the one hand, the continued very strong growth of
the U.S. economy relative to foreign economies
tended to support the dollar. On the other hand, the
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turther rise in U.S. external deficits—with the U.S.
current account deficit moving up toward 4 percent of
GDP by the end of the year—may have tended to
hold down the dollar because of investor concerns
that the associated strong net demand for dollar assets
might prove unsustainable. So far this year, the dol-
lar’s average exchange value has increased slightly,
boosted by new evidence of strong U.S. growth.
Against the currencies of the major foreign industrial
countries, the dollar’s most notable movements in
1999 were a substantial depreciation against the Japa-
nese yen and a significant appreciation relative to the
euro.

The dollar depreciated 10 percent on balance
against the yen over the course of 1999. In the first
half of the year, the dollar strengthened slightly rela-
tive to the yen, as growth in Japan appeared to remain
sluggish and Japanese monetary authorities reduced
short-term interest rates to near zero in an effort to
jumpstart the economy. However, around midyear,
several signs of a revival of activity—particularly the
announcement of unanticipated strong growth in real
GDP in the first quarter—triggered a depreciation of
the dollar relative to the yen amid reports of large
inflows of foreign capital into the Japanese stock
market. Data releases showing that the U.S. current
account deficit had reached record levels in both the
second and third quarters of the year also appeared to
be associated with depreciations of the dollar against
the yen. Concerned that a stronger yen could harm
the fiedgling recovery, Japanese monetary authorities
intervened heavily to weaken the yen on numerous
occasions. So far this year, the dollar has firmed
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about 7 percent against the yen. Japanese real GDP
increased somewhat in 1999, following two consecu-
tive years of decline. Growth was concentrated in the
first half of the year, when domestic demand surged,
led by fiscal stimulus. Later in the year, domestic
demand slumped, as the pace of fiscal expansion
flagged. Net exports made virtually no contribution
to growth for the year as a whole. Japanese consumer
prices declined slightly on balance over the course of
the year.

The new European currency, the euro, came into
operation at the start of 1999, marking the beginning
of stage three of European economic and monetary
union. The rates of exchange between the euro and
the currencies of the eleven countries adopting the
new currency were set at the end of 1998; based on
these rates, the value of the euro at its creation was
just under $1.17. From a technical perspective, the
introduction of the euro went smoothly, and on its
first day of trading its value moved higher. However,
the euro soon started to weaken against the dollar,
influenced by indications that euro-area growth
would remain very slow. After approaching parity
with the dollar in early July, the euro rebounded,
partly on gathering signs of European recovery. How-
ever, the currency weakened again in the fall, and in
early December it reached parity with the dollar,
about where it closed the year. The euro’s weakness
late in the year was attributed in part to concerns
about the pace of market-oriented structural reforms
in continental Europe and to a political wrangle over
the proposed imposition of a withholding tax on
investment income. On balance, the dollar appreci-
ated 16 percent relative to the euro over 1999. So
far this year, the dollar has strengthened 2 percent
further against the euro. Although the euro’s for-
eign exchange value weakened in its first year
of operation, the volume of euro-denominated
transactions—particularly the issuance of debt
securities—expanded rapidly.

In the eleven European countries that now fix their
currencies to the euro, real GDP growth remained
weak early in 1999 but strengthened subsequently
and averaged an estimated 3 percent rate for the year
as a whole. Net exports made a significant positive
contribution to growth, supported by a revival of
demand in Asia and Eastern Europe and by the
effects of the euro’s depreciation. The areawide
unemployment rate declined, albeit to a still-high rate
of nearly 10 percent. In the spring, the European
central bank lowered its policy rate 50 basis points, to
2'%4 percent. This decline was reversed later in the
year in reaction to accumulating evidence of a pickup
in activity, and the rate was raised an additional

Monetary Policy Report to the Congress 185

25 basis points earlier this month. The euro-area
inflation rate edged up in 1999, boosted by higher oil
prices, but still remained below the 2 percent target
ceiling.

Growth in the United Kingdom also moved higher
on balance in 1999, with growth picking up over the
course of the year. Along with the strengthening of
global demand, the recovery was stimulated by a
series of official interest rate reductions, totaling
250 basis points, undertaken by the Bank of England
over the last half of 1998 and the first half of 1999.
Later in 1999 and early this year, the policy rate was
raised four times for a total of 100 basis points, with
officials citing the need to keep inflation below its
2'» percent target level in light of the strength of
consumption and the housing market and continuing
tight conditions in the labor market. On balance, the
dollar appreciated slightly against the pound over the
course of 1999.

In Canada, real growth recovered in 1999 after
slumping the previous year in response to the global
slowdown and the related drop in the prices of Cana-
dian commodity exports. Last year, strong demand
from the United States spurred Canadian exports
while rising consumer and business confidence sup-
ported domestic demand. In the spring, the Bank of
Canada lowered its official interest rate twice for a
total of 50 basis points in an effort to stimulate
activity in the context of a rising Canadian dollar.
This decline was reversed by 25-basis-point increases
near the end of the year and earlier this month, as
Canadian inflation moved above the midpoint of its
target range, the pace of output growth increased, and
U.S. interest rates moved higher. Over the course of
1999, the U.S. dollar depreciated 6 percent on bal-
ance against the Canadian dollar.

Concerns about liquidity and credit risk related to
the century date change generated a temporary bulge
in year-end premiums in money market rates in the
second half of the year in some countries. For the
euro, borrowing costs for short-term interbank fund-
ing over the year changeover—as measured by the
interest rate implied by the forward market for a
one-month loan spanning the year-end relative to the
rates for neighboring months—started to rise in late
sumimer but then reversed nearly all of this increase
in late October and early November before mov-
ing up more moderately in December. The sharp
October-November decline in the year-changeover
funding premium came in response to a series of
announcements by major central banks that outlined
and clarified the measures these institutions were
prepared to undertake to alleviate potential liquidity
problems related to the century date change. For yen
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funding, the century date change premium moved in
a different pattern, fluctuating around a relatively low
level before spiking sharply for several days just
before the year-end. The late-December jump in the
yen funding premium was partly in response to date
change-related illiquidity in the Japanese government
bond repo market that emerged in early December
and persisted into early January. To counter these
conditions, toward the end of the year the Bank of
Japan infused huge amounts of liquidity into its
domestic banking system, which soon brought short-
term yen funding costs back down to near zero.

Bond yields in the major foreign industrial coun-
tries generally moved higher on balance in 1999.
Long-term interest rates were boosted by mounting
evidence that economic recovery was taking hold
abroad and by rising expectations of monetary tight-
ening in the United States and, later, in other indus-
trial countries. Over the course of the year, long-term
interest rates increased on balance by more than
100 basis points in nearly all the major industrial
countries. The notable exception was Japan, where
long-term rates were little changed.
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February 2000.

Equity prices showed strong and widespread
increases in 1999, as the pace of global activity
quickened and the threat from emerging-market
financial crises appeared to recede. In the industrial
countries equity prices on average rose sharply,
extending the general upward trend of recent years.
The average percentage increase of equity prices in
developing countries was even larger, as prices recov-
ered from their crisis-related declines of the previ-
ous year. The fact that emerging Latin American and
Asian equity markets outperformed those in indus-
trial countries lends some support to the view that
global investors increased their risk tolerance, espe-
cially during the last months of the year.

Oil prices increased dramatically during 1999, fully
reversing the declines in the previous two years. The
average spot price for West Texas intermediate, the
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U.S. benchmark crude, more than doubled, from
around $12 per barrel at the beginning of the year to
more than $26 per barrel in December. This rebound
in oil prices was driven by a combination of strength-
ening world demand and constrained world supply.
The strong U.S. economy, combined with a recovery
of economic activity abroad and a somewhat more
normal weather pattern, led to a 2 percent increase
in world oil consumption. Oil production, on the
other hand, declined 2 percent, primarily because of
reduced supplies from OPEC and other key produc-
ers. Starting last spring, OPEC consistently held pro-
duction near targeted levels, in marked contrast to the
widespread lack of compliance that characterized ear-
lier agreements. So far this year, oil prices have risen

further on speculation over a possible extension of
current OPEC production targets and the onset of
unexpectedly cold weather in key consuming regions.

The price of gold fluctuated substantially in 1999.
The price declined to near a twenty-year low of about
$250 per ounce at midyear as several central banks,
including the Bank of England and the Swiss
National Bank, announced plans to sell a sizable
portion of their reserves. The September announce-
ment that fifteen European central banks, including
the two just mentioned, would limit their aggregate
sales of bullion and curtail leasing activities, saw the
price of gold briefly rise above $320 per ounce before
turning down later in the year. Recently, the price has
moved back up, to above $300 per ounce.
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Industrial Production and Capacity Utilization:
Recent Developments and the 1999 Revision

Charles Gilbert, Norman Morin, and Richard
Raddock, of the Board’s Division of Research and
Statistics, prepared this article. Matt Wilson provided
research assistance.

In late 1999, the Federal Reserve published revised
measures of industrial production (IP), capacity, and
capacity utilization for the period January 1992
through October 1999. The production index for the
third quarter of 1999 is now at 137.7 percent of
output in 1992, compared with 135.2 percent reported
before the annual revision, and the capacity index
is 170.7 percent of output in 1992, compared with
167.9 percent reported previously. The rate of indus-
trial capacity utilization—the ratio of production to
capacity—was revised up 0.1 percentage point, to
80.7 percent for the third quarter of 1999. See chart 1.
(Summary data as of January 14, 2000, for total
industry and manufacturing are shown in appendix
tables A.1 and A.2.)

Total industrial output increased at an annual rate
of 4.5 percent, on average, over 1995-99. The output

NoTE. Other contributors to the revision and this article include the
following: Ana Aizcorbe, Cynthia Bansak, William Cleveland, Carol
Corrado, Mark Doms, Maura Doyle, Marcello Estevio, Gloria
Fennell, Meredith Krug, Marc Lanoue, Susan Polatz, and Dixon
Tranum.

I Iodusirial production, capacity, and utilization

of computers, semiconductors, and communications
equipment accounted for more than half the growth.
The rate of increase in the output and capacity of
these industries is now estimated to have been more
rapid than previously shown, especially in 1998.
Apart from computers and semiconductors, industrial
production increased about 2 percent annually over
the period, with little change in 1998 and a gain of
1.8 percent in 1999 (table A.3).

The updated measures reflect both the incorpora-
tion of newly available, more comprehensive source
data typical of annual revisions and the introduction
of improved methods for compiling a few series. The
new source data are for recent years, primarily from
1997 on, and the modified methods affect data begin-
ning in 1992. In addition, the supplementary series on
the gross value of products are now expressed in
1996 dollars; these series begin in 1977.

The updated IP measures included annual data
from selected editions of the 1998 Current Industrial
Reports of the Bureau of the Census and available
preliminary data for about 15 percent of manufactur-
ing from the 1997 Census of Manufactures. Annual
data from the U.S. Geological Survey on metallic
and nonmetallic minerals (except fuels) for 1997 and
1998 were also introduced. The updating included
revisions to the monthly indicator for each industry
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(physical product data, production-worker hours, or
electric power usage) and revised seasonal factors.

The revision introduced improved methods for
measuring the production of computer and office
equipment and of motor vehicles. The new monthly
production measure for computers is derived from
detailed information on the major products produced
by the industry. The new measures of motor vehicle
production incorporate price weights for the different
models of light vehicles; previously, all models of
autos were weighted equally and all light trucks were
weighted equally in compiling an aggregate figure,
which was eventually benchmarked to comprehen-
sive Census data.

The updated capacity and capacity utilization mea-
sures incorporated preliminary data on industry utili-
zation rates from the 1998 Survey of Plant Capacity
of the Bureau of the Census, which covers manu-
facturing. Also included were updated data on capac-
ity, expressed in physical units, from the U.S. Geo-
logical Survey, the Department of Energy, and other
organizations.

The Survey of Plant Capacity is the source of
utilization rates for most manufacturing industries.
The preliminary results of the 1998 survey, which
provided industry utilization rates for the fourth quar-

2. lnduostrial production, market groups, 1989 949

ter of the year, suggested that manufacturing utili-
zation rates were generally in line with previous
Federal Reserve estimates. However, dividing the
upwardly revised industrial production indexes for
the computer, semiconductor, and communications
equipment industries by the Census utilization rates
yielded a noticeable upward revision of capacity in
those industries.

The capacity utilization rate for mining was
revised very little; the rate of utilization in electric
utilities was revised downward by 1.5 percentage
points for the third quarter of 1999.

PRODUCTION BY MARKET GROUPS

The rate of increase of industrial production acceler-
ated in 1996 and 1997 and then slowed between
1998:Q1 and 1999:Q1 (table A.l1). The slowing
reflected the effects of the economic turmoil in Asia
on a number of industries, particularly within busi-
ness equipment, nondurable consumer goods, and
materials (chart 2). As Asian economies began to
recover in 1999, the economic outlook for some of
the weakened U.S. industries brightened as well.
Among major market groups, the revised produc-
tion index for consumer durable goods has advanced
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strongly in recent years, as the low rate of unemploy-
ment and rising income have bolstered the demand
for consumer goods. The index, which had risen at
an annual rate of 5 percent or more during 1997 and
1998, rose at an annual rate of 7.2 percent in 1999.
During 1999, the output of automotive products,
especially light trucks, continued upward from the
high level at the end of 1998. At the same time, the
series for household appliances fluctuated at a high
level, and the series for carpeting and furniture, on
balance, moved upward. After a pause in mid-1997,
the production of home electronics, including com-
puters, surged upward at an annual rate of about
45 percent.

The nondurable consumer goods group, which
experienced a broadly based decline in the second
half of 1998, stabilized in 1999 as an increase in the
output of consumer energy products offset ongoing
weakness elsewhere. Producers of cigarettes, cloth-
ing, and paper products suffered setbacks in the past
two years; in addition, the output of consumer chemi-
cals increased slowly, on balance, after strong gains
in 1995-97. Despite a weak performance for the year
as a whole, the production of some non-energy non-
durable consumer goods, including consumer chemi-
cals, picked up noticeably in the fourth quarter of
1999.

The output of business equipment has been boosted
by gains in the output of business computers and
office equipment that averaged more than 50 percent
per year from 1996 on. This market group’s increases
slowed in 1999 because of declines in the output of
industrial equipment, farm equipment, and transit
equipment, particularly railroad equipment and com-
mercial aircraft and ships. The production of defense
and space equipment resumed its decline in 1999
after an uptick in 1998.

After having risen more slowly in 1997, the output
of construction supplies accelerated in 1998 and early
1999, when it was lifted to an elevated level by
strong demand for housing and by unusually mild
weather, and then flattened in mid-1999. The output
of industrial materials slowed in 1998, as increased
import competition and decreased foreign demand
resulting from the Asian economic crisis reduced
output of internationally traded commodities such as
steel, paper, and chemicals. Output picked up again
in 1999. In contrast, the output of durable materials,
which include the fast-growing series for computer
parts and semiconductors, advanced 7.3 percent in
1998 and 9.3 percent in 1999. With a solid rebound
in the production of chemical and paper materials,
the output of nondurable materials, after having
declined in 1998, increased 4.9 percent in 1999. The

output of energy materials fell about 1 percent in
1998 and had regained only a portion of that decrease
by the end of 1999.

PRODUCTION BY INDUSTRY GROUPY

During the past five years, the growth of industrial
production continued to be concentrated in durable
manufacturing, which advanced 11.4 percent in
1997 before gradually easing to 7.0 percent in 1999
(table A.4). The relatively strong expansion in this
sector has been supported by the sustained rapid
increases in the output of computers, semiconductors
and related electronic components, and communica-
tions equipment. Production in these high-technology
industries increased, on average, approximately
40 percent per year from 1995 to 1999. The output of
other manufacturing industries was unchanged over
the four quarters of 1998 and then edged up in 1999.
In 1998, the economic troubles in Asia reduced,
either through higher import volume or lower export
volume, the domestic production of iron and steel,
some chemicals, and other internationally traded
goods. Although many of these industries began to
recover last year, the production of civilian aircraft,
which had been a source of strength, declined from
late 1998 on. Production in mining and utilities eased
in 1998 but showed less weakness in 1999.

CAPACITY AND CAPACITY UTHIZATION

The annual rate of capacity growth in manufacturing,
which averaged 6.1 percent per year in 1996 and
1997, accelerated to 7.0 percent in 1998 and then
eased to 4.7 percent in 1999 (table A.5). The most
rapid expansions of capacity and the upward revi-
sions of earlier estimates were again concentrated
in durable manufacturing, especially in the com-
puter, communications equipment, and semiconduc-
tor industries. The capacity increase in these indus-
tries averaged more than 40 percent per year over
1995-99. The rest of the manufacturing sector
increased capacity approximately 2%4 percent in 1995
and 1996, 3 percent in 1997 and 1998, and 1% per-
cent in 1999. The capacity expansion in mining and
utilities was slower; in particular, the capacity in oil
and gas extraction and metal mining declined in
1999, whereas that for utilities increased 1.4 percent.
The North American Electric Reliability Council still
projects increases in capacity that will fall short of
probable increases in demand.

The rate of manufacturing capacity utilization—
the ratio of output to capacity—was revised up
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0.1 percentage point in the fourth quarter of 1998 and
0.3 percentage point in the third quarter of 1999
(table A.6). Utilization in manufacturing in the fourth
quarter of 1999 was 80.3 percent, a level 0.8 percent-
age point lower than the 1967-98 average. The rates
in both primary- and advanced-processing industries
fell a few percentage points from the fourth quarter of
1997 to the fourth quarter of 1999.

Utilization in mining fell substantially in 1998 and
1999 because of declines in oil and gas well drilling
and in metal mining. In the fourth quarter, utilization
rates in mining and gas utilities were at below-
average levels; in contrast, the rate of utilization in
electric utilities was 95.8 percent, still a high level.

TECHNICAL ASPECTS OF THE ANNDAL
REVISION

The revision incorporated the updating of the com-
prehensive annual data and of the revised monthly
source data used in the estimation of production,
capacity, and utilization. More-up-to-date results
were obtained from the 1997 Census of Manufac-
tures, the 1998 Survey of Plant Capacity, other annual
industry reports, recent information on prices, and
revised monthly source data on physical products and
on labor and electricity inputs.! In addition, the meth-
ods for estimating output for several industries were
changed; however, the changes in structure in IP
leave the number of individual series at 267. Along
with the individual production series and seasonal
factors, the annual value-added weights used in
aggregating the indexes to market and industry
groups were updated. (See box “Data Availability.”)

Chlanges to Individual Production Series
Computers

This revision includes a new method for estimating
computer production. The index of the computer and
office equipment industry (SIC 357) continues to be
based on the aggregate of three components: office
and computing equipment for business (in the market
group for business equipment), office and computing

1. Information about the sources of monthly data used to calculate
the indexes can be found in table 1 in *“Industry structure of industrial
production: classification, value-added weights, and description of
series” on the Board’s web site (http://www federalreserve.gov/gl7/
About.htm).

Data Availability

Files containing the revised industrial production and
capacity utilization data are available on the Board’s web
site (www.federalreserve.gov/releases/gl7) and on dis-
kettes from Publications Services (telephone 202-452-
3245). The revised data are also available through the
STAT-USA web site of the Department of Commerce
(www.stat-usa.gov). Further information on these revi-
sions is available from the Board’s Industrial Output
Section (telephone 202-452-3197).

A document with printed tables of the revised esti-
mates of series shown in the G.17 release is available on
request to the Industrial Output Section, Mail Stop 82,
Division of Research and Statistics, Board of Governors
of the Federal Reserve System, Washingtos, DC 20551.

equipment for the home (in consumer durables), and
computer parts (in equipment parts within durable
goods materials). However, whereas monthly input
measures were previously used, quarterly data from
Dataquest, covering unit sales and unit values for an
average of about 450 distinct computer models in any
quarter, are now used to estimate the real output of
the computer industry. These new data show a faster
rise in output in recent years and indicate that a larger
share of output has been sold for home use than
indicated by the previously published indexes.

These individual computer series are now calcu-
lated from detailed quarterly data on unit sales and
unit values for three types of computers: PCs, note-
book computers, and computer servers and main-
frames. The 1P series for home computers is devel-
oped from data on PCs and notebooks sold to
consumers; for business computers the IP series is
developed from data on PCs and notebooks sold to
businesses and all sales of servers and mainframes.
Data on overall sales of the three types of computers,
regardless of the purchaser, are used to estimate the
IP series for computer parts.

Each new IP index for computer production is a
measure of real output computed using a current
dollar estimate of production and a constant-quality
price index. The nominal value of production is
computed as the sum of the estimated nominal value
of production of each relevant computer model des-
tined for a specific market segment. Because the
quarterly data from Dataquest cover sales and not
production, the estimates of nominal production
tor each computer model must be derived. Annual
production—sales relationships are estimated for all of
the major product lines in the industry (IBM note-
books, Dell PCs, Compaq servers, and so on) by
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combining the detailed Dataquest data with the
Census Bureau’s microdata on domestic production
of computers in its Longitudinal Research Data-
base. These relationships, available through 1997, are
extrapolated and interpolated and then applied to the
quarterly data on computer sales.

The constant-quality price indexes for domestic
sales of personal computers and servers and main-
frames are computed as Fisher price indexes, treating
each model of computer as a separate good; a pro-
ducer price index from the Bureau of Labor Statistics
(BLS) was used for notebook computers. The Fisher
price indexes computed using the detailed Dataquest
data are similar to estimates derived from “hedonic”
regressions. These regressions are used to estimate
the value of the different features of computers (such
as CPU speed, memory, and so on), which are then
used to derive a constant-quality price index for
computers.

The new quarterly production index for computers
(chart 3) rises considerably faster in 1998 and 1999
than previously reported. The surge in 1998 was
broad-based across computer platforms. Early in
1999, the production of PCs for home use spiked
when demand was spurred by rapidly falling prices.
Later in the year, the production of servers increased
markedly. In 1999, the expansion of computer pro-
duction returned to about the same rates that pre-
vailed from 1994 to 1997.

Autos and Livht Trucks

The method for deriving the output of autos and light
trucks (SIC 3711 pt., 3 pt.) was improved to capture
in a more timely way shifts in the product mix and
relative values. Before this revision, the production
indexes for autos and for light trucks were calculated
from simple counts of units assembled, and an aggre-
gate index was benchmarked to comprehensive out-
put measures derived from data in the Census of
Manufactures and the Annual Survey of Manufac-
tures. In this procedure, variations in relative values,
resulting at least in part from shifts in the product
mix, were often captured only during the annual
revision process.

In this revision, the IP indexes for autos and light
trucks from 1992 torward are computed as annually
weighted Fisher quantity indexes; the calculations
use data for each vehicle model that include the
number of units assembled monthly and the list price
at the start of the new model year. Compared with the
previous index, the revised index shows the output of
autos to have increased more slowly and the produc-
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tion of light trucks to have risen more rapidly over
1992-99. These revisions reflect the changes in
the product mix that have occurred in the 1990s. In
particular, the production and demand for light trucks,
especially expensive sport-utility vehicles, skyrock-
eted over this period, resulting in a pronounced shift
in the product composition and in the relative prices
of light vehicles. These revisions to the indexes for
autos and light trucks were largely offsetting, so the
aggregate indexes were little changed.

Changes in (ther Series

The monthly indicators for four other series have
changed in this revision. Beginning with data for
1992, the series on bolts and fasteners (SIC 345)
and on metalworking machinery (SIC 354) use
production-worker hours in the respective industry as
a monthly indicator; previously, the series had been
based on electric power consumption. Effective in
1997, the monthly indicators for railroad equipment
(SIC 374) and for flat glass (SIC 321) are also
production-worker hours; previously, they were based
on quarterly physical product data that are no longer
collected. (See box “Source Data in Monthly IP.”)

Newe Annneadd Detta

This annual revision incorporated a smaller incre-
ment of new annual data than 1s usual for an annual
revision. A typical revision includes new comprehen-
sive annual source data on the output of all manufac-
turing industries as well as on the output of the metal
mining and nonmetallic minerals industries. In this
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Source Data in Monthly IP

The source data for the indusirial production index for a
month become available over several months (see table).
After the first estimate for a month is published—about
15 days after the end of the relevant month—the data
are subject to revision for the next three months. The
gradual availability of source data accounts for the series
of revisions. The major types of source data for the
industrial production index are physical product data,
production-worker hour data, and electric power use
data.

The first estimate of IP for a month includes data on
both physical product measures of output (20 percent of
the overall index in 1999) and production-worker hours
(28 percent of the index). Electric power use data and
additional physical product data become available for the
second estimate of IP for a month; with this first revision
to a month, source data are unavailable only for about
15 percent of IP. Additional monthly and quarterly physi-
cal product data become avatlable during the next two
months, bringing the physical preduct content of IP up to
43 percent by the fourth estimate for the month and to
45 percent after an annual revision.

Proportion of industrial production covered by data
available in successive monthly estimates, 1999
Pescent

Month of estimate

15t 2nd Ind 4th

Type of data

Physical product ............... at 3t 42?2 43
Praduction-worker hours . ...... R 28 28 28
Electric poweruse .............. 0 26 26 20
Federal Reserve estimates® ... .. 53 I5 4 35
Total industrial production . ...| T 100 100 100

1. Includes provisiomal series tofaling, nearly 13 pescent of IP thay are
derived from weekly data and for which the gonual data may lag several
manths.

2. Includes quarterly data totaling 6 peseent of IP that, on average. are
received for the third estimate of industrial production. Specifically, data
are available for the second estimate of the fust month of a quarter, the
third estimate of the second month of a quarler, and the fourth estimate of
the fivst month of a quarter.

3. This figure refers only to those ndividual series that both initially
and ultimately are based on the hours duta.

4. Estimates [or series not yet covered hy data for physical product,
production-worker hours, or electric power use.

5. Includes monthly and quarierly physieal product data totating 2 per-
cent af [P that (ypically are svailuble (oo Jale far inclusion in the cerrent
tndex.

annual revision, however, additional annual observa-
tions were available for only a small number of
manufacturing industries because results from the
1997 Census of Manufactures were available for only
a portion of manufacturing. In addition, because the
primary establishment classification system used
by the Census of Manufactures was the new North

American Industrial Classification System (NAICS)
and data classified by the U.S. Standard Industrial
Classification (SIC) were an auxiliary product, the
new data covered only about 15 percent of the IP
series. A full set of 1997 annual indexes, as well as
partial results for 1998, should be incorporated in the
annual revision published this year. The Federal
Reserve plans to issue IP indexes grouped on a
NAICS basis in late 2001.

Werghty

The 1P index is an annually weighted Fisher index.?
The weights are expressed as annual unit value
added, that is, value added (an annual series in dol-
lars) divided by an IP index for the year. In this
revision, the annual value-added data were updated
if available (table A.7). For the period after the latest
available value-added data, the unit-value-added fig-
ures were estimated from available data on producer
prices through the most recent year and then extrapo-
lated for the following year.

The available reports from the 1997 Census of
Manufactures as well as revenue and expense data
reported by the Department of Energy and the Ameri-
can Gas Association provided industry value-added
data for selected manufacturing industries and utili-
ties through 1997. The latest value-added data for
mining come from selected reports from the Census
of Mineral Industries for 1997; otherwise, the 1992
Census was the source.

Revised Monthily und Quarterly Datu

The monthly and quarterly physical product data that
are used to measure the high-frequency movements
of many IP indexes were updated to capture data
that became available after the close of the regular
four-month reporting window. Monthly data on
production-worker hours or sales of electric power in
kilowatt-hours to industry groups, along with esti-
mates of trends in output per worker-hour or kilowatt-
hour, are used to indicate the monthly change in
output for many individual IP indexes. The Bureau of
Labor Statistics benchmark of the employment data
for March 1998 was incorporated in this revision.

2. The aggregation procedures are described by Caro! Corrado,
Charles Gilbert, and Richard Raddock in “Industrial Production and
Capacity Utilization: Historical Revision and Recent Developiments.”
Federal Reserve Bulletin, vol. 83 (February 1997). pp. 67-92.
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Revised data on the sales of electricity to industries
since 1992 were incorporated as well. Because of
offsetting revisions among the component series,
through 1997 the annual revisions of the growth of
total electric power use were generally small; com-
pared with the pre-revision estimates, electric power
use now decreases more in 1998 and falls less rapidly
in 1999 (table A.8).7

The largest effect of these changes on IP resulted
from the incorporation of new data on semiconductor
output and prices for 1998. Compared with the pre-
vious estimate, the real output of the semiconductor
industry is now shown to have risen nearly twice as
fast in 1998 and almost one-third faster in 1999. The
measure of real output of semiconductors is derived
from an estimate of the nominal value of U.S. produc-
tion and a price index.* The revisions to output result
primarily from the incorporation of quarterly price
data for 1998 for two important types of devices:
memory chips and computational microprocessors.
These price indexes are calculated once a year when
detailed quarterly data for the previous year become
available. In the meantime, these price indexes are
estimates based on producer price indexes for these
devices from the BLS.>

Meuasurement of Capucity

The revisions to capacity and utilization incorporated
the revised production indexes, the preliminary
results of the 1998 Survey of Plant Capacity, and
updated measures of capacity in physical units for
selected industries. In addition, improvements in the
capital input measures and in the models used to
estimate manufacturing capacity were introduced.
The new capital flows table for 1992 of the Bureau of
Economic Analysis was incorporated into our esti-
mates of capital input.® The improved specification of

3. Seasonal factors for the electric power series have been
reestimated by using data through April 1999. Seasonal factors for
worker hours were based on data through October 1999. Factors for
the monthly physical product series were based on data through June
or later in the summer.

4. The data for the individual devices are aggregated using Fisher
aggregation methods. See *Industrial Production and Capacity Utili-
zation: Historical Revision and Recent Developments™ for a general
description of the methodology.

5. Additionally, the price index for semiconductors was expanded
to include information available beginning in 1996 on embedded
microprocessors. The market for embedded microprocessors—chips
for noncomputer applications, such as cars, video games, and network
routers—is relatively small, but it is one of the most rapidly expand-
ing segments of the semiconductor industry.

6. A capital flows table shows the asset composition of each indus-
try’s capital spending. See Michael Mohr and Charles Gilbert, “Capi-

the models better captures advances in technology
that are “embodied™ in capital goods. In addition, the
procedures for estimating capacity series for light
vehicles and semiconductors were modified.

Cupagity Estimation Procedurse

The Federal Reserve Board’s capacity indexes
attempt to capture the concept of sustainable maxi-
mum output—the greatest level of output a plant can
maintain within the framework of a realistic work
schedule after factoring in normal downtime and
assuming sufficient availability of inputs to operate
the capital in place. The concept itself generally
conforms to that of a full-input point on a production
function, with the qualification that capacity repre-
sents a sustainable maximum rather than some higher
unsustainable short-term maximum. Capacity esti-
mates for most manufacturing industries are based
on responses to the Survey of Plant Capacity (SPC),
conducted by the Census Bureau and partially funded
by the Federal Reserve. These industries account for
a little less than 80 percent of total industrial capac-
ity. Capacity and output data reported in physical
units from government and trade sources are avail-
able for portions of several industries within manu-
facturing (paper, industrial chemicals, petroleum
refining, primary metals, and motor vehicles) as well
as for electric utilities and a portion of mining. In the
absence of utilization data for some mining series,
capacity is based on trends through peaks in produc-
tion. Overall, capacity indexes are constructed for
seventy-eight detailed industries (fifty-five in manu-
facturing, twenty-one in mining, and two in utilities),
which mostly correspond to industries at the two- and
three-digit SIC level.

Six general steps are involved in calculating the
utilization rates published by the Federal Reserve.

Step 1. Tmplied capacity indexes (/CAP,) are
constructed by dividing a production index (IP)
by a utilization rate (U,) for an end-of-year period:
ICAP, = IP/U,. For industries whose capacity indexes
are based on the SPC, the calculation is done using
fourth-quarter data; for other industries, the calcula-
tion typically uses December data. These indexes are
expressed, like the industrial production indexes, as a

tal Stock Estimates for Manufacturing Industries: Methods and Data,”
1996 (http://www.federalreserve.gov/releases/g | 7/capital_stock_doc-
latest.pdf).
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percentage of production in a base year, currently
19927

Revisions to the implied capacity indexes can arise
from either revisions to the industrial production
index or to the utilization rates. For example, in
this revision, the production index for computers
(SIC 357) displays faster growth because of an
improvement in the methodology for measuring com-
puter output. Consequently, the capacity index for
computers required a similar revision. The revised
implied capacity index (/P/U,) fully incorporates the
revisions to production and the new data on utiliza-
tion rates.

Step 2. The implied capacity indexes are related
to alternative indicators of capacity growth in a
regression model. The Federal Reserve’s estimates of
annual capacity growth at the most detailed level are
derived from the fitted values of the regression mod-
els that relate the implied capacity indexes to these
alternative indicators; in general, the regressions are
designed to improve the year-to-year changes in the
implied capacities but to leave their trends intact.

For some industries, the alternative indicators
include the physical capacity measures and time
trends. These regressions essentially re-trend the
physical capacity estimates to the trend growth path
of the preliminary implied capacity indexes. For
industries whose capacity indexes are based on the
SPC, the alternative measures of capacity include
estimates of industry capital input; trends; occasional
dummy variables for level shifts, outliers, or trend
breaks; and variables related to the average age of
the capital stock.® (See box “Modeling Capacity with
Utilization Rates from the Survey of Plant Capacity”
for more detail.)

For industries whose capacity indexes are based on
the SPC, the alternative indicators, such as the capital
measures derived from investment data, come from
surveys other than the SPC. They should be uncorre-
lated with the sampling errors for the utilization rates,
which would then not be present in the fitted values
for the models. The differences between published
Federal Reserve capacity measures and implied
capacity indexes from the SPC are not predictable

7. For example, if the production index in the fourth quarter of
1999 is 150 (150 percent of the average of 1992 production) and the
related utilization rate is 80 percent, the implied capacity index is
150/0.8 = 187.5.

8. In the Survey of Plant Capacity, the definitions of capacity have
changed somewhat over time. For the 197488 period, the utilization
rates based on the “‘preferred capacity” definition are used to con-
struct the implied capacity indexes; for 1989 to the present, those
based on the “full production” definmtion are used.

from measures of cyclical variation in the overall
economy or industry-specific cyclical variation. The
differences are, however, correlated with past differ-
ences for many industries. The implication is that,
generally, the regression procedure smooths through
correlated noise without discarding useful SPC
information.

The final annual growth rates for the individual
FRB capacity series are generally equal to the growth
rates for these baseline capacity estimates. The
remaining steps translate the baseline estimates into
the final monthly individual and aggregate FRB series
on capacity and utilization.

Step 3. A monthly time series is formed by inter-
polating between the fourth-quarter baseline capacity
indexes produced by the regression models. A new
interpolation procedure, which was introduced in
March 1999, allowed capacity growth rates to change
smoothly over time; with this revision, the monthly
data for 1992 on were reestimated using the new
procedure. Previously, monthly capacity figures were
computed based on the assumption of a constant
growth rate of capacity throughout a year, with poten-
tially abrupt changes in growth rates between the last
months of one year and the first months of the next.
At the most detailed industry level, the new capacity
estimates maintain the same growth rates from fourth
quarter to fourth quarter that were calculated under
the previous procedure.

Step 4. An adjustment may then be applied to
remove capacity that accommodates seasonal swings
in output. This adjustment is prominent in the capac-
ity, index for electric utility generation, in which the
margin for summer peak loads is removed from the
equipment’s rated capacity.

An adjustment may also be applied to retain con-
sistency with historical utilization levels based on the
McGraw-Hill/DRI survey, which was the primary
source of the level of utilization rates from 1954
through the mid-1970s. Generally, utilization rates
from the Census survey, now the main source for
manufacturing utilization rates, were lower, on aver-
age, than those of the discontinued McGraw-Hill/
DRI survey for the fourteen years they overlapped;
thus, to maintain continuity, the Federal Reserve utili-
zation rates for major industry totals and subtotals
difter from those issued by the Census Bureau.

Step 5. 'The monthly capacity aggregates are con-
structed in three steps: (1) total value added for the
aggregate is divided by the sum of the component
capacities weighted by unit value added to calculate
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Capacity indexes for industries that account for nearly
80 percent of total industrial capacity are based on regres-
sions using results from the Survey of Plant Capacity (SPC).
The capacity model for an industry relates its implied
capacity index (/CAP,), constructed by dividing the Federal
Reserve production index for that industry by the time
series of the Survey ol Plant Capacity utilization rates, to
deterministic trends (1), measures of industry capital input
(K,), variables that capture the age profile of the capital
stock {A), and various dummy variables (the D;,). The
natural logarithms of the variables are modeled as

log(ICAP) = ay + ayt + blog(K)) + ¢ log(A))
+ 24D +u,.

1f the log of capital input is subtracted from both sides in
the expression above, it can be interpreted as a model of
capital productivity at capacity:

log(ICAR/K)) = ay + a1 + (b,—Dlog(K)) + ¢ log(A))
+2dD,, +u,.

The fitted values from the regression model are used as
the baseline estimates of capacity. This procedure atlempts
to capture the measurable changes in capacity that are
reflected in the flow of services from capital formation and
in trends in capital productivity, related to, among other
things, the age profile of the capital stock.

Previously, capacity was modeled such that capital pro-
ductivity was a deterministic function of time and of
dummy variables:

log(ICAPJK,) = ay + Zati + ZdD,, + u,.

Maodeling Capacity with Utilization Rates from the Survey of Plant Capacity

The new models relax the implicit assumption in the old
models of a unit cocfficient on b, and add the variables
related to the age profile of the capital stock. Given esti-
mates of the capital measures, thesc regressions provide a
convenient means of estimating capacity for years beyond
the most recent SPC.

The trend terms in the model attempt to capture determin-
istic growth in capital productivity. Additionally, dummy
variables are occasionally included to account for a shift
in trend or in level, or to account for an obvious outlier.
Several series have a level shift dummy variable for the
post-1994 period. when the sample on which the SPC is
based increased about 70 percent, to between 16,000 and
17,000 plants.

The capital input measures reflect the flow of services
derived from the net stocks of productive assets, which, in
turn, are based on estimates of industry investment in the
various assel categories. The capital input measures are
developed from industry-level investment data from the
Census Bureau's Annual Survey of Manufactures and Cen-
sus of Manufaclures; from new business investment and
deflators by asset type derived from the BEA’s national
income and product accounts; and from the BEA's capital
flows tables (CFTs), which provide a detailed breakdown
of the asset composition of industry-level investment for
selected years. Updating estimates of industry-level and
asset investment and incorporating the most recent CFT
(1992) yielded substantially stronger capital input growth
than previous estimates; from 1992 to 1999, the annual
average growth in capital input was revised upward about
0.8 percentage point, to 3.2 percent.

The age variable is the ratio of the age of an industry’s
capital stock relative to its expecled service life, given
the mix of assets that compose the stock. This measure,

an aggregate annual utilization rate; (2) the resulting
annual utilization rate is then divided into the corre-
sponding IP aggregate to calculate an annual capacity
index; and (3) the annual capacity index is interpo-
lated using an annually weighted Fisher index of
its constituent monthly capacity series to derive the
monthly capacity aggregate.® For the very recent
period, since the latest full year of utilization rate
data (1998 in this revision), each monthly capacity
aggregate is extrapolated by this same Fisher index,
adjusted by a factor that accounts for the differences
in their relative growth rates.

9. More detail on the aggregation procedure is available in “Indus-
trial Production and Capacity Utilization: Historical Revision and
Recent Developments.”

Step 6. Utilization rates for the individual series
and aggregates are calculated by dividing the perti-
nent monthly production index by the related capac-
ity index.

Special Methods tor Light Vehicles and
Semiconductors

Capacity estimates for autos (SIC 371 pt.) and for
light trucks (SIC 371 pt.) are constructed from esti-
mates of the peak historical assembly-line speed and
the number of hours that can be worked at each plant
in the United States. Annual linespeed data and the
number of shifts at individual plants are reported in
Ward’s Automotive Reports. An annual capacity
count for a plant is calculated by multiplying the peak
Jinespeed by the hours per year that the plant could
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expressed as a percentage. represents the portion of the
aggregate life of a given mix of assets that has been used
up. In several studies, age variables have been used to
capture the effect of embodied technological change.!
The idea of embodiment is that productivity-augmenting

I. See. for example. Richard McHugh and Julia Lane. “The Age of
Capital. the Age of Ulilized Cupital, und Tests of the Embodiment Hypoth-
csis,” The Review of Economics amd Statistics. vol. 69 (May [987),
pp. 362-67; Richard Nelson. “Aggregate Production Functions and Mediung
Range Growth Projections,” American Economic Review. vol. 54 (Septem.
ber 1964), pp. 575-606: and Michael Gorl. Byong-Hong Buhk. and Rich-
ard A. Wall, “Decomposing Technical Chunge,”™ Southern Economic Jour-
nal. vol. 60 (July 1993), pp. 220-34.

Average age of capital, 1959-99

Maodeling Capacity with Utilization Rates— Continued

technological change is vintage specific. that is, it is embed-
ded in the design of new equipment and structures. rather
than affecting all existing inputs in the production process.
For manufacturing as a whole, the age ol the capital stock in
years (left panel) peaked in 1988: for the next few years, a
shift in the composition of investment spending toward
shorter-lived assets helped bring down the average age of
the capital stock. On balance, however, the age of the stock
of the individual asset classes conlinued to increase in the
early 1990s until a surge in investment in the mid-1990s
drove down the age of the capital stock relative to its
expected lite (right panel).
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run. Before this revision, all autos and light trucks
were weighted equally in compiling the aggregate
figures. With this revision, the plant-level data are
now aggregated using price weights for the ditferent
models of light vehicles. The method adopted in this
revision better captures shifts in the composition of
vehicles produced. If a plant produces multiple mod-
els on one assembly line, the model price attributed
to this plant is computed as a weighted average of
model prices according to estimated production lev-
els at the plant. The new approach indicates a shift
over time toward capacity of more expensive light
trucks.

The capacity index for semiconductors (S1C 3674)
is estimated slightly difterently from the other SPC-
based indexes. Semiconductors are treated differently

because their IP index exhibits extraordinarily fast
growth; therefore, an implied capacity index based
on the [P index is difficult to model beyond using an
exponential trend. The new capacity model is based
on an implied capacity index constructed by divid-
ing the number of chips produced (based on data
from the Semiconductor Industry Association and the
Bureau of the Census) by the SPC utilization rate.
This implied capacity index, instead of the standard
one computed using the IP index, is then fitted using
the alternative capacity indicators, such as capital
input. The fitted values from the regression are then
multiplied by the ratio of semiconductor 1P to the
chip count. The growth of the ratio is a measure of
quality change in semiconductors. il

Appendix tables begin on page 198.



198  Federal Reserve Bulletin I March 2000

APPENDIN A SEMMARY TABLES BASFD ON VHD (17 REFUANE. ANTARY [ 20004

Acl Revised dana Lor industrial production capacies . and anilTizative ror tetal mdusiy, TURT -4

Seasonally adjusted datu except as noted

T
Quarter
Y Jan. | Feb. | Mar | Apr. | May | June | July | Avg. | Sept. | Oct. | Nov. | Dec. — Anaal
ear an e Fig pr. ay 3 £ p l ave.!
1 2 ] 3 [ 4
Industrial production (percentage change)
-6 1.2 A 4 4 9 .6 A -1 1.4 3 6 4.2 6.7 5.6 7.1 46
A 3 0 6 A N 7 5 -4 3 & 3 32 31 39 3.6 4.5
6 -8 9 2 -6 -2 ~-l0 4 =2 -3 4 3 338 S 4 -1 1.8
-3 3 3 -6 4 .0 0 2 B -6  -13 -6 2.0 6 i 58 -2
-3 -8 -9 3 8 1.2 A A 1.0 =1 -1 -6 -83 1.5 6.2 L1 =20
0 .6 8 8 2 ~.1 7 -3 5 3 5 .0 .9 6.5 238 4.5 3
4 4 2 4 -5 3 A -2 1.1 .5 A4 ) 37 1.8 14 6.6 34
2 2 9 6 8 6 3 .5 2 .6 6 .9 5.1 8.1 5.9 6.6 5.5
6 -1 2 -1 ) 5 -4 1.2 4 -1 3 0 5.7 1.6 3.8 3.0 4.9
-3 1.2 -2 1.2 9 7 A 7 5 -1 7 3 23 9.1 58 43 44
3 9 4 6 4 6 5 6 6 .6 4 3 6.5 6.7 6.9 6.9 6.4
2 -1 3 4 6 ~7 —.1 1.8 0 4 -2 0 24 30 29 3.3 4.2
2 3 5 2 5 3 5 3 2 1.0 4 4 2.0 47 4.8 6.6 36
Industriaf production (index}
90.2 912 9L6 920 924 932 937 938 937 95.0 933 959 910 925 938 054 932
95.9 962 963 968 969 970 976 981 978 980 988 993  96.1 9.9 978 987 974
99.8 990 1000 1002 996 994 984 988 986 982 986 990 996 997 086 986 YOI
98.6  99.1 996  99.0 994 993 993 995 996  99.1 977 972 991 §9.2 995 9RO 989
96.7 959 950 954  96.1 97.2 973 974 984 983 981 975 959 962 97.7 980 970
976  98.1 98.9 997 999 997 1005 1002 1007 1012 1018 1017 982  99% {005 016 100.0
102.1 1026 1028 1032 1027 103.0 1031 1029 1040 1045 1049 1056 1025 {030 1033 1050 1034
1059 1061 1070 1076 1085 1092 1W5 1101 1103 1109 1ILée 1127 (063 084 1100 11l 1091
133 1132 1134 33 1138 1143 1138 1151 1156 1155 S8 1159 1133 138 1149 1137 1144
1156 1169 1166 1180 119.0 1198 1199 1207 121.2 121.2 1221 1324 1164 1189 {206 1219 1194
123.0 1240 1245 1252 1258 1266 1272 1280 1288 129.6 1302 1306 1238 1259 {280 130.1 127.1
1309 1307 1311 1317 1324 1315 1313 1236 1335 1341 1338 1338 1309 1319 328 1339 1324
1341 13 1351 1355 1362 1366 1374 4377 1381 1394 1399 405 1346 1361 1377 1390 1372
Capacity (index)
1987 ........ 1140 1140 19142 1143 (144 1145 1146 1147 1149 1150 1151 1152 1401 1144 1147 il51 1146
1988 ........ 1153 1155 1156 1157 1158 1159 1160 162 1163 1164 1165 1167 11585 1158 1162 1165 1160
1989 ........ 1§68 1170 1172 1174 1176 117.8 1480 1182 1184 1186 1188 1190 1170 117.6 1182 1188 1179
1990 . ... .. 149.2 1193 1195 1197 1199 1201 1202 1204 1206 1208 1210 121.2 1193 1199 1204 21.0 1202
1990 ........ 1214 1216 1207 1219 1220 1222 1224 1226 1227 1229 {230 1232 1216 P220 1226 1230 1223
1992 ........ 1234 1236 1239 1241 1244 1246 1248 1250 1252 1254 1256 1258 1236 1244 1250 1256 1247
1993 ... 1260 1262 1264 1266 1268 [27.0 127.3 1275 1277 1280 1283 1286 1262 1268 1275 1283 1272
1994 ........ 129.0 1293 1297 130.01 1305 1309 1364 130§ 1323 1328 1333 1338 1293 1305 1318 1333 13)2
1995 ........ 1343 1348 1354 1359 1365 137.1  137.7 1382 1388 1394 1400 140.6 1348 1365 1382 1400 1374
1996 ........ 141.2  141.9 (425 1432 1439 1446 1452 1458 1464 147.0 1476 1482 1419 1439 1458 1476 1448
1997 ........ 1488 1495 1500 150.7 1514 1521 1527 1534 1541 1548 1555 1563 1495 1514 1534 1556 1525
1998 ........ 157.1 1580 1589 1598 160.7 161.6 1624 1632 1639 164.6 1653 1660 1580 1607 163.2 1653 1618
1999 ........ 166.7 1674 1680 168.6 1692 1698 170.2 170.7 1712 171.7 1723 1728 1673 1692 1707 1723 1699
Utilization (level, percent)
1987 ... ... 79.1 0.0 80.2 80.5 80.7 8.4 314 81.8 81.6 82.6 828 83.2 79.8 80.8 31.7 82.9 81.3
1988 ........ 832 834 833 837 837 836 84.1 845  B84.1 842 848 851 833 ¥37 842 847 840
1989 ........ 854 846 853 853 847 844 B34 836 833 828 830 832 85I 848 834 830 841
1990 ........ 827 830 8§33 827 829 827 826 826 826 820 808 802 830 8238 826 B8LD 823
1991 ... 796 7849 7.1 782 787 796 7958 795 802 800 198 W2 T8O WK F97 796 793
1992 ........ 79.1 794 798 803 803  B0.0 805 B0l 804 807 810 808 794 BO.2 803 808 802
1993 ........ 81.0 8t3 813 815 810 811 81.0 807 814 816 817 821 812 812 81D 818 813
1994 ... ... 821 820 825 827 83l 834 834 835 834 836 838 842 822 811 834 839 4§31
1995 ........ 84.4 839 838 833 833 B33 827 833 833 829 827 K24 B0 HID B34 327 8313
1996 ........ 81.8 824 818 324 827 829 86 828 828 824 827 B2e 820 826 827 826 825
1997 ........ 826 830 830 831 83.1 832 833 834 836 837 837 835 829 ¥} §34 837 833
1998 ........ 833 827 825 824 824 813 808 R1Y 815 813 809 B06 828 82} 814 810 818
1999 . . ... 8.4 8N4 805 ¥4 805 805 807 807 BOH B81.2 812  8L3 804 BOS 807 812 807
NoTe. Monthly percentage change figures show change from the previous Estimates from October 1999 through December 1999 are subject to further
month; quarterly figures show the change from the previous quarter at a revision in the upcoming monthly reliuses.
compound annual rate of growth. Production and capacity indexes are expressed 1. Annual averages of industrial production are calculated from indexes that

as percentages of output in 1992. are not scasonally adjusted.
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A2 Revised daty for industrivd production, capuvity, und wtifization tor manwtacturing industries. 1987 .49

Seasonally adjusted data except as noted

Quarter
Year Jan. Feb. | Mar. | Apr. | May | Jume | July | Awg. | Sept. | Oct. | Nov. | Dec. ﬁ::rnu:nl
I | 2 I 3 ﬂ 4 &
Industrial production (percentage change)
1987 ........ -8 1.6 2 5 3 1.0 d -2 | 1.3 5 6 5.0 7.0 535 7.6 53
1988 ........ -2 4 -1 1.0 -1 0 ) 3 2 2 9 6 23 4.1 37 5.2 4.7
1989 ........ 9 -1.2 8 i -7 0 -1l 3 -3 -.6 4 . 4.3 -7 =45 -4 1.9
1990 ... ..... -2 9 3 -3 4 -1 K] 3 -1 -6 -13 -6 2.9 -1 8 63 -5
1991 ........ -9 -7 =Ll 3 7 1.4 2 2 1.1 -1 -2 -5 47 1.2 78 1.7 24
1992 . ....... 2 8 9 7 4 0 7 -2 4 .5 .6 -2 2.3 7.3 3.5 3.9 4.0
1993 ........ 7 2 3 .5 -4 R A —4 13 4 ] 8 4.2 24 X 7.1 a7
1994 ..., ... 0 2 1.1 .8 1.0 4 5 7 3 7 8 9 52 10.0 6.7 8.0 6.1
1995 ........ N -3 3 -2 3 .6 -6 1.1 8 -1 A 0 6.1 1.4 33 3.6 5.3
1996 ........ -3 1.1 -4 1.4 9 8 ) 7 5 -1 8 4 1.6 9.9 77 4.6 4.7
1997 ........ 4 1.0 5 .5 ) 8 4 8 6 .6 6 4 7.1 7.4 78 74 7.3
1998 ........ 4 -1 2 6 5 -8 -1 2.0 -1 7 0 N 33 26 34 5.6 4.9
1999 ... ... 1 5 3 3 6 3 4 4 3 1.0 6 2 25 49 4.7 72 4.3
Industrial production (index)
1987 ........ 896 91,0 912 916 919 928 934 933 934 946 951 956 906 921 934  95.1 92.8
1988 ... ... 954 958 957 967 966 966 973 975 977 979 989 994 956 966 975 987 97.1
1989 ........ 1003 9.1 99.9 1000 994 994 983 987 984 978 982 983 998 996 985 98I 99.0
1990 ........ 98.1 990 993 986 990 989 988  99.) 990 984 972 966 988 988 990 974 085S
1991 ........ 958  95.1 94.1 944 930 963 966 968 Y78 978 976 971 95.0 952 970 975 962
1992 ........ 972 980 988 %95 999 999 1006 1004 1008 1013 1019 101.7 980 998 1006 1016 1000
1993 ........ 1024 1026 1029 1035 103.1 103.2 1033 1029 1042 1647 1051 1060 1027 1033 1035 1053 1037
1994 ... 106.0 1063 1075 1084 1094 1098 1104 1111 §I1.5 1122 11301 H4l 1066 1092 111.0 1131 1100
1995 ........ 1149 1146 1150 1148 1151 1157 1150 1163 t17.2 117.0 1172 1173 1148 1152 1162 1172 1158
1996 ........ 1170 1183 17.8 1194 1205 1215 1220 1328 1235 1234 1243 1248 117.7 1205 L1228 1244 1213
1997 ........ 1253 1265 127.1 127.8 1284 1295 1300 1311 1318 1327 1335 1340 1263 1286 131.0 1334 1301
1998 ........ 1345 1343 1345 1353 1359 (348 1347 1374 1373 1383 1383 1384 1345 1353 1365 1383 (364
1999 ... ... 1386 1393 1397 1402 1410 1414 1420 1425 1429 1443 1452 1455 1392 1409 1425 1450 1423
Capacity (index)
113.2 1134 1136 1138 1139 (141 1142 1144 1146 1147 1149 1150 1134 1139 1144 1149 114
1152 N33 1154 1156 1157 1158 tlen 161 1163 1165 166 1168 1153 1137 1161 1166 1159
1170 1173 1175 1178 1180 1183 1185 1187 1190 1192 1195 1197 1173 1180 1187 1195 1184
1199 1200 1203 1205 1207 1209 1210 1213 1208 1207 1220 1222 1200 1207 1213 1220 1210
1224 1226 1228 123.0 123.1 1233 1235 1237 1238 1240 1242 1243 1226 1231 1237 1242 1234
1246 1248 1251 1254 1256 1259 126,01 1264 1266 1268 127.} 1273 1248 1256 1264 127.1 1260
1275 1277 1279 1282 1284 1286 1289 1291 1294 1297 1300 1304 1277 1284 1291 1300 1288
130.7 1310 1316 1320 1325 133.0 1334 1339 1345 1350 1356 1361 1312 1325 1339 1356 1333
1367 1373 1380 1386 1393 1400 1406 1412 1419 1425 1432 1439 1373 1393 1412 1432 1403
1446 1454 146.1 1469 1477 1485 149.2 1499 1506 1513 1520 1327 1454 1477 1499 152.0 1487
1534 1341 1549 1556 1564 1572 I579 1587 1595 1603 161.2 1621 1541 1564 1587 161.2 1576
163.0 1640 1650 166.1 167.1 1682 169.1 1700 1708 171.7 1725 1733 1640 167.1 1700 1725 1684
174.1 1748 1755 1762 1769 1776 1782 1787 1793 1799 1805 1812 1748 1769 1787 1806 1778
Utilization (level, percent)
1987 ... ... 79.) 802 803 86 807 814 B8 815 815 825 828 83 799 809 8le6 828 813
1988 ........ 829 83.1 82.9 83.7 83.5 834 83.8 84.0 84.0 84.1 84.8 85.1 83.0 83.5 §3.9 84.7 83.8
1989 ........ 857 845 850 850 842 841 83.0 83l 82.7 821 822 821 85.1 844  B29 B2l 83.6
1990 ........ §1.8 825 826 818 820 gL8 816 BL7 BlS5 BOY 797 790 823 B19 §le 799 R4
1991 ........ 782 775 766 768 71l 78.1 782 782 790 789 786  78.1 775 713 185 78S 719
1992 ... ... 780 785 790 794 795 793 8 795 796 799 802 799 78BS 794 796 800 794
1993 ... ... 803 R04 805 807 803 802 802 797  BOS  BO.7 809 813 804 804  80.1 810 805
1994 ........ 811 8l.1 81.7 821 826 826 827 829 89 831 834 838 813 824 829 B34 825
1995 ........ 840 R34 833 %28 826 827 818 823 826 822 819 815 836 827 823 8§18 826
1996 ........ 309 8i4 806 813 816 818 8LY R19 80 8le H18 817 89 86 BLY Bl.7 8LS
1997 ........ 81.7 821 82.1 82.1 82.1 824 824 826 827 828 B28 826 819 B22 B2S 827 824
1998 ........ 825 819 815 815 813 801 797 808 84 805 802 799 820 810 803 802 809
1999 ... 796 797 96 795 797 196 797 797 797 802 804 O3 796 796 797 803 798
NoOTE. See general note 1o table A.1. 1. Annual averages of industrial production are calculated from indexes that

are not seasonally adjusted.
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A3, Rates of growth in wndustrial production, by mugor market group, 1995 99

e ! Differcuce between growth rates:
R B ™€ revised less carlicr
Marke! group tpercentage points)
1995 N 1996 j 1997 ‘ 1998 i 1999 1993 L 1996 ‘ 1997 | 1998 1 1999
Totalindex ........... ... s 53 6.8 2.9 4.5 .0 .0 2 1.0 9
Products, otal . 1.9 4.3 32 25 3.1 -1 0 1 A T
Final producl.s . 2.4 44 a7 23 32 -2 A 1 3 9
Consumer zoods 1.6 2.0 28 -9 2.9 3 -2 1 -3 3
le ............ 1.6 1.8 3.5 5.0 7.2 1.3 -5 -1.0 A A
Aulometive products . ~-3.3 24 10.3 47 29 ~8 4 1.0 8 -1
Autosand uucks ... 6.3 5 13.0 4.2 1.9 -1.6 R 7 1.2 -2
AMWUS ... -12.% -6.2 36 27 6.1 -5.6 -2.4 2 2.0 22
Trucks ... 2 9.2 19.4 5.0 6.1 -1.1 1.1 35 0 9
Auto parts and allied gaods ., ..,.... 24 22 5.9 6.0 4.1 6 i1 1.3 -1 0
Other durable goods .................. 55 13 1.8 5.1 1.1 3.0 -1.2 -2.5 -0 S
Applionces and electronies ......... 19.2 4.1 1.4 238 28.6 10.3 -4.8 =104 4.3 -3
Appliances and nir condilioning . ~2.1 -9 -2 9.8 34 -1 -7 -1.7 -1.5 =10
Home electronies ................ 423 9.4 5.6 39.4 60.1 222 -89 -18.6 1.6 9.4
Carpeting and furniare .............[ =30 31 3.0 2.5 6.5 0 1 6 =11 1.5
Miscellaneous ..........ovieiieanns 9 -1.3 1.8 =33 4.2 -2 ) 9 -2.0 1.5
Nondurable ... 1.6 20 2.1 =23 1.7 .0 -2 4 -7 7
NOG-ENEFEY ..o 9 1.9 2.1 =23 1.1 0 -2 4 -7 1.2
Foods and webaceo ... -2 1.2 22 -1.3 6 2 -2 9 -19 1.2
Clothing ...t ~39 - ~2.4 -8.} -1.6 -4 -2 -3 -24 1.6
Chemical produets ... ... 5.0 4.8 24 -2 kXl =1 ~ -4 2.2 8
Paperproducts ................. v 1.8 1.4 46 54 1.4 -3 -4 7 -6 -6
Energy pracluces ... 6.4 25 1.8 -39 6.4 N A 3 -4 -22
Fuels ... 1.5 3.6 1.8 -6 .5 A N B 0 -6
Udlities .................. e 87 20 l.e =3.1 9.0 A .2 2 -3 -38
Equipment, waad .. ... X7 8.6 10.3 7.3 37 -9 6 -1 1.6 1.4
Business equipment ... 37 10.8 12.8 10,0 3.0 -13 1.0 -3 1.7 1.7
Information processing and relwed ... 122 8.5 16.0 200 225 2.8 20 -2 5.6 38
Computer and office ................ 318 515 22 7.7 51.7 -129 11.6 -11.5 230 182
Indostrial ........... e 8.4 1.1 4.8 7 -6 ~1 -1 -3 ~.B ~1.7
TSI e -109 13.8 217 10.7 -129 -14 1.5 -1.1 -i4 4
Autoy and WBEKS oo 82 -17 1.7 6.4 -6 =22 -7 -6 1.3 -1.5
Other ... 2 6.0 10.7 ~-1.6 -7.8 1 5 3 ~2 .0
Delense and space eguipment ........... 64 -23 —4.0 6 -38 7 ~1.6 -1 9 3
Ol and gus well drédling .. ............ .. 2.6 7.8 9.6 -253 39 2 3 3 Kt -2.0
Manufactured homes ... .....ee i 7.3 3R 8.9 6.7 -16.5 ~1.3 4.4 9.6 -24 1.2
Intermediate products .. .......o L . 5 338 36 R 28 0 0 3 K B
Canstryetion supplies ..................... - 58 28 3.6 i8 -1 0 4 3 -6
Business supplies ...l 11 24 4.1 1.4 21 0 0 3 7 3
Materals ... 6.0 6.9 9.2 15 6.8 i 0 2 1.9 1.4
Durable ... e 114 10.6 14.3 7.3 9.3 4 4 1.0 33 2.0
CONSUREr PAMS .. .....oviiiiia e 3.0 1.8 9.5 -2.8 5.9 -6 6 22 -14 5
Equipment parts ......ooiiiiiiiiii e 28.2 2314 265 222 20.1 1.9 7 B 10.3 6.4
Semiconductors, printed circuit bcmrds
and other electrical components .. ... 7.7 522 542 56.6 48.4 6.3 28 9 26.8 12.8
Other ... 2.1 4.0 6.0 -7 1.6 =3 1 1D B -1.3
Basicmetals ... 9 4.7 5.3 5.0 4.8 -7 ] 1.2 A ~-1.3
Nondurable ... -6 34 4.2 -29 4.9 -1 -3 -2 =1 1.3
Textilé ... e -7.2 23 3.1 -9.5 -2 .0 -4 -1 -2.3 24
Paper ... ... ~2.8 4.3 4.6 ~26 4.6 .0 -1 -2 .0 -1
Chemical ............. e PR -1.1 4.6 44 =13 8.1 -2 -5 -6 2 30
OMET ... e =30 6 4.3 1.6 1.3 -1 1 5 3 -9
ERergy .....o.o.iial.. el e 7 7 1 ~1.0 2 1 -1 -2 -3 ~1.0
Pomary ... . 4 -9 -1 -4 -4 .l -2 -3 -5 ~1.1
Converted fuel ................... PR 1.2 37 4 =22 1.4 B 1 -1 0 -6
Special ageregates
Tewal excluding:
Avtosend trueks ... . 19 5.5 6.6 28 4.6 1 1 2 1.0 10
Motor vehicles and pawts ........ ... .. PR 38 37 6.4 30 4.5 1 1 1 1.0 k1]
COMPUIRTE ...........couuses 29 4.6 0.3 1.5 33 0 0 4 7 3
Computers and sermiconductons! ..o . 1.8 3.0 4.7 -1 1.8 -1 .0 i -1 .1
Cangumer goods excluding:
Amasandtocks ...l . 2.1 1.9 22 -1.2 30 4 -3 0 -6 5
EDergy .. ... 1.4 1.9 29 -6 26 3 -3 1 -6 ]
Business squipment excluding:
Amosandtmcks ...l 7.3 12.4 129 10.3 5.5 ~1.2 1.2 -3 1.8 20
Computers and office equipment .. .. e . 34 72 10.9 4.0 -6 —4 3 5 -2 8
Materials excluding:
Erergy ........oooiiiiii 7.2 85 11.4 4.5 8.2 3 .1 3 25 1.9
NoTE. Growth rates are calculated as the percentage change in the seasonally calculated from annualized growth rates between the fourth quarier of 1998 and
adjusted index from the fourth quarter of the previous year to the fourth quarter the third quarter of 1999.

of the year specified. For 1999, the differences between growth rates are I. Semiconductors include related electronic components.
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A4 Rates of growth in industrial production. by industry group, [995-9¢%

uicad o Difference between growih rates:
. siC mefgﬁ:g :{l)h rate revised less earlier
Series codet ‘ (percentage points)
1995 l 1996 ’ 1997 —[ 1998 ] 1999 1995 l 1996 ‘ 1997 1998 ‘ 1999
Totalindex ............................. e 3.5 53 6.8 2.9 kX) 0 .0 2 1.0 9
Manufacturing ................... ... 36 59 74 37 4.0 0 0 .1 1.2 1.2
Primary processing .................... -5 4.1 4.5 -5 25 -2 0 6 -2 0
Advanced processing ... 5.6 6.8 9.0 5.7 4.7 1 1 2 1.8 1.6
Durable manufacturing ................ . 7.0 8.9 114 7.7 7.0 .l 3 3 24 1.5
Lumber and products . .. .| 24 6 1.8 45 4.2 -3 -2 0 1.4 0 -2
Furnijure and fixtures ........ .. 25 -8 4.6 37 33 32 0 -1 4 -1 9
Stone, clay. and glass products .. 32 2.6 58 33 5.0 -4 -1 -5 7 0 4
Primary metals ..................... 33 -1.2 5.6 6.0 -6.4 15 -1.0 1.0 1.1 7 -2.0
Teon and steel .......... 331.2 -2.0 5.2 6.1 ~11.6 13.7 -1.7 1.6 1.1 A -2.3
Raw steel ... ..... 331pt ~1.1 -1 7.2 -128 10.8 -1.8 1.6 ~.1 .1 -24
Nonferrous metals ....... 33369 -2 6.2 6.0 0 .8 -1 3 1.1 1.7 -2.0
Fabricated metal products .. 134 1.0 4.2 59 0 -3 -2 A 1.4 -6 -1.3
Industrial machinery and equipment .. | 35 13.7 10.5 1.1 16.1 10.4 -4 7 -23 32 34
Computer and office equipment . ...| 357 40.2 46.5 27.8 78.9 54.9 -14 36 -15.8 25.9 15.7
Electrical machinery ................ 36 27.6 234 262 215 238 1.7 1.2 20 10.1 4.6
Semiconductors and related
electronic components ........ 3672-9 634 46.9 499 48.5 41.8 54 23 1.3 228 104
Transportation equipment ............ k —4.8 48 13.2 22 -25 -6 -1 1 -9 3
Motor vehicles and parts . -1.8 -4 13.8 1.0 4.1 -1.2 0 1.0 ] 1
Autos and light trucks 7.1 1.6 11.3 4.0 2.5 20 -3 4 1.4 -6
Acrospace and miscellaneous
transportation equipment ..... 372-69 -94 15.0 12.3 4.1 -11.0 3 -3 -1.1 -2.5 3
Instruments ..........oin 38 4.2 24 33 1.9 4.6 0 -6 -3 0 1
Miscellaneous manufactures ......... 39 25 2.6 3.1 -6 55 .0 -1 1.7 2. 1.1
Nondurable manufacturing -3 25 29 =11 .2 0 -1 3 -2 )
Foods ..................... o 7 8 1.9 1.8 -1.4 2 -3 0 0 7
Tobacco products ................... 21 —4.3 K 5.3 -18.4 -2.8 .l N 6.1 97 3.7
Textile mill products ................ 22 —4.5 19 38 -6.4 6.2 B 0 3 ~3.5 5.3
Apparet products ............... ... 23 —4.1 -1.2 235 -73 -6.2 -5 -3 -5 -1.2 2.1
Paper and products .................. 26 -2.4 3.0 4.1 -1.2 1.8 1 0 -1 .0 -3
Printing and publishing . ............. 27 -3 1.8 39 -1.6 -1.9 -1 -1 3 2 .0
Chemicals and products ............. 28 1.5 4.7 2.6 -7 22 =1 -2 -5 1.6 .8
Petroleum produets ................. 29 ) 4.1 2.7 21 g 0 4 7 6 -1.1
Rubber and plastic products ......... 30 2 4.0 4.6 3! 16 0 0 3 -3 ~-.1
Leather and products ................ 31 -5.8 2.0 =74 -8.2 8.6 -2 7 1.6 -8 -1.8
Mining ......ccoooviiiiiii . -8 1.9 1.9 ~5.0 -2.8 1 -1 -2 -1 -7
Metal mining .. 10 4.5 4.0 29 -2.1 -16.9 -1 -6 -15 -9 4.1
Coal mining 12 ~1.0 26 1.9 2.8 -1.0 4 -1.7 -3 -2 7
Oil and gas extraction ................. 13 1.4 1.1 1.7 -84 -1.9 0 .1 -1 B =23
Stone and earth minerals ............... 14 -1.2 48 31 38 -24 -1 0 -3 3 1.8
Utilities ... L 6.4 1.2 2.1 -1.4 6.5 1 Bl 2 -3 -1.5
Electric .......ooooiiiii 491.493p 5.3 1.0 29 8 49 1 0 3 -6 =11
GHS L e 492.493p1 10.9 22 -1.8 -12.2 15.5 1 4 -5 1.2 ~3.7
Special aggregares
Computers, commmunications equipment,
and semiconductors? .. ... . ... N 43.8 39.1 36.6 439 39.6 1.8 24 -1.9 17.2 7.7
Manufacturing excluding:
Motor vehicles and parts .............. 4.0 6.4 7.1 3.9 4.0 1 .0 2 1.3 1.2
Computers and office equipment . ....... 2.9 5.1 7.0 22 2.6 .0 0 .5 .8 N
Computers and semiconductors? ....... .6 33 5.1 3 9 -2 0 ] .0 2
Computers, communications equipment,
and semiconductors®.............. 4 3.0 4.7 0 3 -1 0 4 -2 2

Notc. Growth rates arc calculated as the percentage change in the scasonally
adjusted index from the fourth quarter of the previous year to the fourth quarter
of the year specified. For 1999, the differences between growth rates are
calculated from annualized growth rates between the fourth quarter of 1998 and
the third quarter of 1999.

Primary-processing manufacturing includes textile miil products; paper and
products; industrial chemicals. synthetic materials, and fertilizers; petroleum
products: rubber and plastics products; fumber and products: primary metals;
fabricated metals: and stone, clay, and glass products. Advanced-processing
manufacturing includes foods, tobacco products, apparel products, printing and

publishing, chemical products and other agricultural chemicals, leather and
products, furniture and fixtures, industrial and commercial machinery and
computer equipment, electrical machinery, transportation equipment, instru-
ments, and miscellaneous manufactures.

|. Standard Industrial Classification; see Executive Office of the President,
Office of Management and Budget, Standard Indusirial Classification Manual,
1987 (U.S. Government Printing Office, 1987).

2. Semiconductors include related electronic components.

pt Part of classification.
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A5, Rates of growth in cupacity, by indusiny group, JU93-4949

Revised growth rate

Difference between growth rates:
revised less earlier

SIC (percent) b .
Industry group code! (percentage poinls)
1995 l 1996 l 1997 ] 1998 I 1999 1995 I 1996 l 1997 J 1998 J 19992
Totalindex .....................coooiiiiin, 5.0 5.4 5.4 63 4.2 -3 -3 3 1.3 8
Manufacturing ... 5.6 6.1 6.) 7.0 4.7 -4 -3 3 I4 9
Primary processing ........ 31 k) 39 38 2.4 -2 -3 0 8 4
Advanced processing 6.9 7.2 7.0 85 5.6 -5 -3 6 1.8 12
Durable manufacturing . 8.8 9.3 8.7 10.7 7.3 -6 -4 2 2.8 1.8
Lusber and products . 24 33 3.6 34 3.1 29 2 -2 -8 2 -2
Furniture and fixtures ... 423 44 43 A8 32 2.0 1.9 K -13 1.3 A
Stone, clay, and ghass products ........... 32 2.0 33 3 2.8 3.5 -37 -1.5 2 21 g
Primary metals ................ ... 13 25 5.7 35 35 2.5 -2 2.1 0 J 9
Iron and steel 3.2 1.9 5.2 38 5.2 39 -1 2 -1 B 1.7
Raw steel ... 33Ip 3.2 27 6.0 6.2 1.5 . 0 2 -7 -7
Nonferrous metals | 13369 32 64 31 1.5 .8 -4 4.4 3 B A
Primary copper .. 3331 1.6 -5.1 N -5 2.2 -4 -4 1.3 -1.2 -2.6
Primary aluminum 3334 0 4 .0 0 0 0 0 .0 0 .0
Fabricated metal products ........ | 34 6.0 5.1 6.1 5.8 K] 8 -3 -4 1.6 0
Industrial machinery and eguipment . .| 35 10.0 12.3 14.2 15.8 15.3 ~1.5 -7 22 1.2 4.5
Computer and office equipment ........| 357 30.3 #2.5 50.9 58.8 619 —4.3 -3.6 17 -6 20.6
Electrical machinery _........... U 36 298 309 229 305 17.3 1.0 v -7 12.2 4.0
Semiconductors and refated
clectronk: components ............ 31672-9 63.0 39.1 43.0 6l.1 36 43 2.6 -3.6 276 4.2
Transportdion equipment .. .............. 2.2 5 24 27 -1 -2.1 -2.0 A4 6 -6
Muotor vehicles and parts . 53 1.5 3.6 28 2 =31 24 4 2 -7
Autos and light trucks 2 —~.5 4.2 2.6 -1.7 -4.4 —4.0 34 -2 ~1.0
Aerospace and miscellsneous
transpontation equipment ... .. 372-6.9 ~-1.4 -1.0 7 27 -7 -1.1 -1.6 A 1.3 -5
INSUUMENES ......ooooeiiiiiiieieiea.s 38 2.5 3 8 22 4.0 -2 2 -5 -2 7
Miscellaneous manufactures ............. 39 2.6 2.4 5 4 1.1 9 5 -1.4 -5 -9
Nomndurable manufscturing ................. . 2.0 22 26 24 1.3 -1 -1 .6 -1 -1
Foods ...........c.o i 20 2.4 22 2.3 22 1.9 2 2 1.1 -6 0
Textile mill products .................... 22 2.6 1.9 21 3 3 7 -3 =24 -6 1.4
Apparel products ....... ... 23 1.6 3 .6 0 -8 -7 -4 ~1.2 1.3 8
Paper and products . ... 26 3.0 1.4 33 KB | 24 S -1.5 9 1 0
Pulpand paper ....................... 261-3 29 12 23 1.4 1.2 (] ~.4 8 -3 Bl
Printing and publishing .................. 27 3 7 1.9 1.6 -2 ~4 4 1.8 -15 -9
Chemicals and products ................. 28 2.5 34 238 29 1.0 -2 -1 1 4 -2
Plastics materiads .. .................. .} 2821 o0 33 1.7 37 3.7 -1.9 -25 24 .0 3
Synthetic fibers ...l 28234 -7 -2.0 L1 5 1.6 =11 -1.7 -1.4 ~-2.4 =20
Petoleum products ..................... 29 -2 1.4 23 29 1.6 0 .6 1.0 1.8 5
Rubber and plastics products ............. 30 4.1 4.2 53 5.1 54 -3 -7 2 3 A
Leather and products .................... 31 =22 -1.5 -1.9 =28 -4.9 56 -5.0 1.5 -2.4 1.5
MIRINg ..o s . -4 4 1.6 9 -2 0 0 il 0 -1.2
Metal mining ... ... 10 7 1.6 3.2 1.1 -L.5 B -1 3 3 2.0
Coalmining ..................... e 12 3 1.8 2 4 4 -2 N -1.5 -13 -1.6
Oil and gas extraction ..................... 13 -1.0 -3 1.2 .6 -6 .0 =l 2 A -7
Oil and gos well drilling ................... 138 -1.6 -1.2 1.0 1.9 =31 .0 0 B 0 2.1
Stone and earth minerals ................... 14 23 36 4.3 29 1.6 0 0 ~.1 ~12 -2.6
ULHIEES oo e s 1.7 1.8 2 N 1.4 .0 -1 - 0 .9
Eleetric ... 491.3m 2.3 1.9 -2 7 1.4 A 0 -1 0 8
GAS Lo 492.3pt 5 1.9 1.5 1.1 1.0 0 -2 -4 -4
Special aggregutes
Computers. communications equipment.
and semiconductors® ... 42.0 45.6 379 48.2 357 1.1 -7 5 13.3 9.4
Manufacturing excluding computers,
commiunications equipment, and
semiconductors® ...l 27 2.6 3.0 30 1.3 -5 -3 3 4 -1

NOTE. See general note to table A4,

1. Siandard Industrial Classitication: see table A 4. note |.

2. Through the fourth quarter of 1999.

3. Semiconductors include related electronic components.

pt Pant of classification.



Industrial Production and Capacity Ulilization: Recent Developments and the 1999 Revision 203

A6, Capacity utilization eates, by industry group, 1967-99

. Diffevence between rates:
(percent of cap[:g‘i:?egaﬁl:nmy adjusted) revigad less earlier
Item CiLCﬂl ’ {percentage points)
1967-98 | 1988-89 | 1990-91 . . . . . .
ave, high low 1997:Q4 | 1998:Q4 | 1999:Q4 | 1997:04 | 1998:Q4 | 1999:Q3
Totalimdex ...l . 82.1 854 78.1 83.7 81.0 81.2 2 0 1
Manufscturing . ... AR 81.1 85.7 76.6 827 80.2 30.3 3 N 3
Primary processing .................ooeiin e 82.4 §3.9 717 86.3 82.8 83.6 1.0 2 0
Advanced processing N 80.5 84.2 76.1 815 79.4 79.2 N I 4
Durable manufacturing .................... L 79.5 84.6 73.1 82.7 80.5 80.2 ) .3 2
Lumber and products .................... 24 82.6 93.6 5.5 829 83.7 813 L6 1.4 1.3
Furniture and fixares ... 25 812 86.6 725 78.5 78.7 79.8 5 -3 0
Stane, clay. and glass products ........... 32 78.5 835 69.7 B3.7 83.5 837 30 1.3 1.0
Primary metals 81.2 92.7 73.7 92.0 832 86.8 0 K ~1.1
kron and steed . .. 81.2 95.2 71.8 931 78.3 83.9 1.3 12 -8
Raw steel 80.9 92.7 715 90.3 74.2 85.9 3 B 1
Nonferrous metals ...... 81.5 89.3 74.2 90.7 89.3 9.5 ~1.6 -2 -1.6
Primary copper ....... 75.3 86.3 735 94.6 86.8 75.0 -9 8 6.1
Primary aluminum ... 88.4 100.4 97.3 86.4 88.6 91.2 1 A -2
Fabricated metal products ... M 78.0 82.0 719 79.9 75.5 758 1.1 -5 -12
Industrial machinery and equipment ...... 35 814 854 723 83.8 84.1 81.3 ~1.6 0 -2
Computer apd office equipment ........ 357 81.2 86.9 66.9 76.0 85.7 80.7 -7.6 5.5 4.5
Electrical machinery ............ ... ... 36 81.1 84.0 75.0 837 719 81.2 2.0 1.0 9
Semiconduclors and related
electronic components ............ 3672-9 799 81.1 75.6 85.1 785 843 1.3 -4 1.3
Transportation equipment . ............... 759 85.8 68.5 81.1 80.6 779 10 -1 4
Motor vehicles and pans 76.7 89.1 559 820 80.6 83.6 7 7 1.3
Autos and light trucks? .. 92.3 533 859 87.0 89.0 -1.8 -3 .0
Aerospace and miscellaneous
transportation equipment ......... 372-69 75.3 87.3 792 79.8 80.9 70.6 1.4 -1.5 -1.0
TRSUMERES ..o 38 81.6 81.4 7132 80.6 80.5 811 -2 0 -3
Miscellaneous manufactares ............. 39 75.7 79.0 71.7 80.8 79.1 8t4 1.1 35 4.7
Nondurgble manufacturing ................. . 834 87.3 80.7 83.2 80.3 81.0 -1 -2 3
Foods ......ooovvnnnennn 829 85.4 82.7 80.5 80.2 79.2 ~1.6 =11 -6
Textile mill products 83.6 90.4 717 §7.0 812 85.3 23 -3 2.1
Apparel products .......... 80.9 85.1 755 77.1 710 68.4 9 ~1.0 -2
Paper and products . ....... 89.2 93.5 85.0 89.8 86.1 86.9. 4 4 2
ipasd paper ... 92.4 98,0 89.9 94.6 90.7 93.9 -4 -1 -1
Printing and publishing .................. 27 85.7 9.7 79.6 838 81.1 820 ~1.3 .1 7
Chemicals and producis . ... 28 79.5 86.2 79.3 79.8 770 79.7 .0 9 1.5
Plastics materials ..... ...| 2821 86.7 97.0 74.8 N4 91.7 07 -4 -3 B!
Synthetie fibers ........ocoivnn. 28234 84.8 99.7 77.6 80.0 71.0 83.5 -5.9 -2.2 2.7
Peuroleum produets ...l 29 86.8 88.5 85.1 94.8 94| 92.2 -4 -1.4 -2.6
Rubber and plastics products ............. 30 84.6 89.6 774 86.7 85.0 836 1.2 6 5
Leather and products .................... 31 81.1 83.3 76.1 74.9 707 68.1 8.0 85 6.8
Mining ... . 87.5 88.0 87.0 88.6 83.3 83.0 =1 -2 .1
Metal mining .. 10 79.5 89.4 79.9 90.6 877 78.6 -1.5 -2.6 1.7
Coal mining ................ 12 86.7 91.5 334 85.7 87.7 86.0 1.2 2.1 35
Qil and gas extraction ....... 13 88.5 882 88.7 89.5 81.5 82.3 -1 -1 -1.0
O and gas well drilling 138 74,2 69.3 0.0 86.3 63.3 692 6 4 4
Stone and easth minerals ................... 14 84.8 89.0 9.4 85.0 85.8 83.9 ] B 34
S 874 nE 834 913 89.3 91.9 ) 2 -1.3
491.3pt 89.3 95.0 87.1 93.6 93.7 95.8 4 -2 -1.5
492.3pt 82.1 85.0 67.1 B1.7 70.9 755 6 17 3
Special aggregates
Computers, communications equipment,
and semiconductors? ... ... ...l . 80.3 81.9 724 81.9 79.5 804 =l 2.4 1.6
Manufacturing excluding computers,
communications equipment, and
semiconductors® ... Ca 81.2 86.1 76.8 83.0 80.5 80.6 4 -1 A
Norr, The “high” column refers to periods in which utilization generally 1. Standard Industrial Classification; sce table A4, note |
peaked: the “low” column refers to recession years in which utilization gener- 2. Series begins in 1977.
ally bottomed out. The monthly highs and lows are specific to each series, and 3. Semiconductors include related electronic components.

all did not occur in the same month. pt Part of classification.
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A7, Annual proportions in indusiriad production. by indosiny group, 1991 98

SIC
Item code! 1991 1992 1993 1994 1995 1996 1997
Totalindex ... . 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Manufactoring ...l A 84.5 854 85.9 86.7 86.8 86.8 87.8
Primary processing .........cooovereoeans . 26.1 26.6 27.0 28.2 280 27.6 27.8
Advanced processing ............ooviennnn. . 58.4 58.9 58.9 58.5 58.8 59.2 60.0
Durable manufactering .................... Ce 442 49 45.6 46.3 46.8 47.6 485
Lumber sand prodicts ......... .| 24 1.8 2.1 2.2 2.2 2.1 2.1 2.1
Furnitare and fixtures. .......... .2 [.3 1.4 1.4 14 1.4 1.4 1.4 K
Stone, clay, and glass products ........... 2 21 2.1 21 22 22 23 2.4 4
Pamary metals ...l 33 31 3.1 33 35 335 35 3.6 36
Iropandsteel ................ .| 3312 1.7 1.8 1.9 2.0 1.9 1.9 2.0 1.9
Rawsteel ................. 331pt .1 1 1 A . i N N
Nonferrous metals ........... 333-6,9 1.4 1.4 1.4 1.6 1.6 1.6 1.6 1.7
Fabricated metal products ........ 34 4.9 5.0 5.1 5.2 5.3 54 5.5 5.6
Industrial machinery and equipment .. 35 7.9 7.8 8.1 8.4 8.9 9.2 9.4 10.0
Computer and uffice equipment . ..| 357 1.6 1.6 1.6 1.6 1.7 1.8 1.9 2.3
Electrical machinesy .................... 36 6.8 7.1 74 7.8 83 8.6 8.8 8.6
Semiconductors and related
electronic components ............ 3672-9 23 2.5 2.6 2.9 34 36 3.7 35
Trapiportalion equipment ................ k 9.6 9.4 9.5 9.3 8.9 8.8 9.2 9.4
Motar vehicles and parts 4.6 4.7 5. 5.5 5.4 3.2 5.3 3.1
Autos and Light trucks? 2.6 2.5 2.6 2.8 2.7 27 2.6 2.6
Aerospace and miscellaneaus
50 4.7 44 3.8 35 36 39 4.3
5.4 54 53 49 4.8 4.9 4.8 4.9
1.3 1.3 1.3 1.3 1.3 1.4 1.4 1.3
Nondurable manufacturing 40.3 40.6 40.3 40.4 40.1 393 393 39.3
......................... 9.4 9.6 9.6 9.3 9.2 9.0 89 9.0
Tobacco products .............. 1.6 1.6 1.} 1.2 1.3 1.3 1.3 1.3
Textile mill products 1.7 1.8 1.8 1.8 1.7 1.6 1.6 1.6
Apparef products ... e 22 22 2 2.1 2.0 1.9 1.8 1.7
Paperandproducts ...................... 37 3.5 3.4 38 3.9 35 35 3.5
Printing aad publishing .................. 27 6.8 6.8 6.8 6.6 6.6 6.6 6.7 6.8
Chemicals and products .......... ...| 28 9.9 10,0 9.9 10.0 9.9 9.7 9.8 9.8
Petroleumn products .............. 29 1.5 1.4 1.5 1.6 1.5 1.6 1.6 1.6
Rubber and plasiics products ...... ... 30 33 35 36 38 37 37 38 38
Lemher and products .................... 31 3 3 3 2 2 2 2 2
Mining ..o . 7.5 6.8 6.4 6.0 6.1 6.5 59 52
Metal miging 10 5 .5 4 5 .5 4 4 4
Coal mining 12 1.1 1.0 9 9 9 9 9 8
Oil and gas extraction 13 53 4.7 44 4.0 4.1 4.6 4.1 34
Stone and earth minerals ................... 14 .6 6 6 6 .6 6 .6 6
Ullities ....... . ... A 8.0 7.8 7.7 7.4 7.1 6.7 6.3 6.3
Electric ... ...| 491.3pt 6.5 6.2 6.1 5.8 5.6 5.4 5.2 53
Gas ... 492,3pt 1.5 1.6 1.6 1.5 1.5 1.3 [N i0
Special aggregates
Computers, communications equipment,
and semiconductors?. . .................L e 53 57 58 6.2 6.9 73 7.6
Manufacturing excluding:
Motor vehicles and pans .................. N 80.0 80.7 80.8 81.1 8l.4 81.6 825
Comgputers and office equipment ... 829 83.8 84.3 85.0 85.1 85.0 85.9
Computers and semiconductors 80.6 81.3 81.7 82.1 81.7 81.4 B2.2
Computers, communications equipment.
and semiconductors? ..., el AN 79.2 79.8 80.1 804 80.0 79.5 80.1
NOTE. The IP proportion data are estimates of the industries’ relative contri- 1. Standard Industrial Classification; see table A 4, note 1.
bution to overall IP growth in the following year. For example, a 1 percent 2. Semiconductors include related elecronic components.
increase in durable goods manufacturing in 1999 would account for a 0.493 per- pt Part of classification.

cent increase in total [P.
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AN, Rates ot growth in electric power use. 1493 99

Revised growth rate D iﬁere'::&'::‘;“{::;]c%:::: :_h rates:
Item cf,ld(;. (percent) (percentage points)
1995 ] 1996 } 1997 l 1998 1 1999 1995 ‘ 1996 1997 1998 | 1999
Total ... N -8 1.5 12 -9 -24 .0 1 2 -6 1.0
Manufacturing ...l s -9 1.4 1.3 -9 -2.5 0 1 2 -6 1.0
Durable manufacturing .................... C 5 -3 4.7 -1.2 -4 0 -1 1.6 -1.3 1
Lumber and products .................... 24 1.5 4.1 34 1.7 4 0 -2 3.6 ~-1.4 -8
Furniture and fixtures .. 25 =37 4.2 1.6 6 38 -1 -1 2 4 1.5
Stone, clay, and glass products . 32 2 35 1.5 2.6 -8 0 B .8 .0 1.3
Primary metals ........... 33 1.5 -3.8 6.7 =38 -6 -1 .0 2.6 -24 -4
Fabricated metal products ............... 34 .1 3.7 4.6 -1.2 -8 .0 .0 1.5 -8 =11
Industrial machinery and equipment ...... 35 5 1.3 4.2 1.0 =25 .1 -1 1.2 2.5 —-1.1
Electrical machinery ............ 36 1.4 2.4 3.0 -2.0 -39 =1 -1 N -9 1.1
Transportation equipment .. 37 -19 -7 5.6 -8 34 4 =3 4 -8 1.3
Instruments .............. . 38 4 -2.9 1.0 3.8 N 0 -1 4 2.2 26
Miscellaneous manufactures ............. 39 —4.8 7.2 2.1 83 2.7 -1 1.8 6.5 -6.2
Nondurable manufacturing o -2.0 238 -1.4 -7 —4.1 .0 2 -9 Ad 1.8
Foods ............... . 20 2.5 1.7 33 23 -2.9 0 0 1.1 -1 =2
Tobacco products .. 21 6.4 .0 i 1.7 -6.3 A 2 2 0 -1.5
Textile mill products 22 -3.3 2.7 3.2 -1.4 22 0 -2 1.1 -33 1.8
Apparel products . .. 23 —6.3 -18 -1.7 -34 9.5 0 0 2 -1.0 1.2
Paperand products ...................... 26 -3 1.1 24 -8 -i.1 3 N 2 8 2.2
Printing and publishing 27 .6 .8 2.9 2.2 ~5.4 -~ 0 -1 3 -1
Chemicals and products . 28 ~6.5 6.0 ~5.6 ~2.3 ~-9.8 - 3 -15 2 2.4
Petroleum products ...... . 29 74 =32 -3.4 -1.2 5.3 N .1 -5.9 1.8 3.8
Rubber and plastics products ............. 30 -5 33 1.9 3.6 11 0 -2 1.3 -1.2 .1
Leather and products .................... 31 -9.3 -1.5 ~1.3 -3.8 -84 -1 ~1 3 -8 ~1.5
Mining ... .. 1.1 3.0 -2 -6 -9 0 2 2 -9 1.2
Metal mining 10 8.3 2.6 4 -1 —-2.8 -1 N -1 -1 1.6
Coal mining ....... 12 -1.3 .0 0 1.0 -1.2 .0 .0 7 -6 1.1
Oil and gas extraction .. 13 =5.0 4.5 1.5 -6.6 1.8 .0 .1 5 -1.3 -9
Stone and earth minerals ................... 14 6.0 44 —4.8 9.5 -2.6 3 N -6 20 44
Supplememary groups
Total, excluding nuctear nondefense .......... - .6 1.0 24 -1.3 -4 .0 B 2 -6 0
Utilities sales to industry .... . N -1.1 2.1 1.2 -8 =23 0 B 2 -6
Industrial geperation ......................... . 4.8 -5.7 Nj -1.9 3.9 0 0 -1 -1
NoTE. Growth rates are calculated as the percentage change in the seasonally 1. Standard Industrial Classification; see table A.4, note 1.

adjusted index from the fourth quarter of the previous year to the fourth quarter
of the year specified. For 1999, the growth rates are calculated from the fourth
quarter of 1998 to the third quarter of 1999 and annualized.
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Treasury and Federal Reserve
Foreign Exchange Operations

This report, presented by Peter R. Fisher, Executive
Vice President, Federal Reserve Bank of New York,
and Manager, System Open Market Account, de-
scribes the foreign exchange operations of the US.
Department of the Treasury and the Federal Reserve
System for the period from October through Decem-
ber 1999. Deborah L. Leonard was primarily respon-
sible for preparation of the report.

During the fourth quarter of 1999, the dollar depre-
ciated 3.7 percent against the yen and appreciated
6.2 percent against the euro. On an effective trade-
weighted basis, the dollar appreciated 0.8 percent.
Market expectations for sustained economic growth
in the United States provided underlying support for
the dollar and U.S. equity markets. Changes in the
dollar’s value were also influenced by portfolio flows
that contributed to the continued appreciation of
the yen and depreciation of the euro. Daily foreign
exchange trading volumes fell sharply toward the
very end of the quarter, although financial markets
demonstrated no discernible signs of dislocation
before the century date change. The U.S. monetary
authorities did not intervene in the foreign exchange
markets during the quarter.

CHRRENCY MOVEMENTS DOMINATED
BY YEN STRENGTH AND EURO WEAKNESS

Over the course of the fourth quarter, the yen rose
steadily to a four-year high of ¥101.64 against the
dollar and an all-time high of ¥102.60 against the
euro. The yen’s appreciation accompanied continued
perceptions of economic improvement in Japan, capi-
tal flows into Japanese assets, and uncertainty regard-
ing the prospects for additional stimulus by the Bank
of Japan. The movement prompted several publicly
confirmed interventions in the foreign exchange mar-
kets by the Japanese monetary authorities.

Market participants cited modest signs of improve-
ment in several key Japanese economic data reports
and revisions to previous reports as evidence that
Japan’s economic cycle was turning. Tankan busi-
ness sentiment indexes in September and December

I, The dollar and the curo against the Jupanese yeon. [999:04
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of =22 and —17, respectively, reached the survey’s
highest levels in two years, although the improve-
ment mainly reflected the results for large manufac-
turing firms. On November 15, Japan’s third-quarter
industrial production was reported to have risen
3.9 percent since the previous quarter. On Decem-
ber 6, Japan’s third-quarter gross domestic product
was reported to have contracted 1.0 percent for the
quarter; second-quarter GDP growth, however, was
revised upward from 0.1 to 1.0 percent. Market par-
ticipants also noted three consecutive positive reports
of the Economic Planning Agency’s monthly leading
and coincident diffusion indexes. The Japanese gov-
ernment’s November 11 announcement of an ¥18 tril-
lion supplementary spending package, including an
expected ¥6.5 trillion of actual spending, was per-
ceived as demonstrating an ongoing government
commitment to employing fiscal stimulus measures.
At the outset of the quarter, attention focused on
the prospects for the Bank of Japan to adopt *“*quanti-
tative easing’’ measures to invigorate Japan's econ-
omy further. The Bank of Japan’s announcements of
measures aimed at improving the flexibility of its
operations and at providing ample liquidity over the
turn of the year were perceived as introducing techni-
cal changes that did not alter the stance of Japanese
monetary policy. Short-term interest rates in Japan
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rose marginally over the quarter, at times affected by
continued evidence of improving economic condi-
tions, strength in the equity markets, and comments
from Bank of Japan officials regarding the extraor-
dinary nature of the zero interest rate policy.
Expressing growing confidence in prospects for an
upswing in Japan’s economy, foreign investors
increased their direct and portfolio capital invest-
ments in Japan. The Nikkei rose to a two-year high
while broader Japanese equity indexes rose even
more sharply, buoyed by evidence of corporate
restructuring and the global rally in the equity mar-
kets. As foreign portfolio inflows continued, the Min-
istry of Finance reported that foreign direct invest-
ment rose to ¥1.3 trillion during the first half of 1999,
more than twice the amount during the same period
in 1998. In the meantime, the yen’s persistent appre-
ciation continued to reduce the value of unhedged
foreign assets for Japanese investors, further encour-

3. The cure against toe dollar, T999:04
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aging hedging or liquidation of those positions. Some
Japanese investors who were reluctant to maintain
large overseas exposures amid year-end uncertainty,
reportedly repatriated capital or curtailed investment
outflows before the century date change, thus creat-
ing additional demand for yen.

In Europe, perceptions that the euro-area economic
outlook had improved, views that there were upside
risks of inflation, and commentary from European
Central Bank (ECB) officials prompted heightened
expectations of an interest rate hike by the ECB
during the fourth quarter. Expectations solidified after
October 27, when year-on-year M3 money supply
in the euro area was reported to have grown 6.1 per-
cent in September, outpacing the ECB’s target rate
of 4.5 percent. On November 4, the ECB raised
its two-week refinancing rate 50 basis points, to
3.00 percent. Commenting after the action, ECB
President Duisenberg said that the “timely rise [in
interest rates] will avoid the need for a bigger rise
later.” After the move, the yield implied by the
March 2000 Euribor futures contract fell to its period
low of 3.46 percent, and European sovereign bond
yields fell, as market participants noted that the rate
rise helped to mitigate expectations of a sustained
cycle of monetary tightening in Europe. Yields
rebounded in the second half of the quarter, with
ten-year sovereign benchmark bond yields rising
approximately 50 basis points but remaining below
their period highs, amid global declines in bond
prices and as economic data pointed to stronger Euro-
pean growth. Germany’s 3.2 percent rise in October
manufacturing orders, 1.7 percent rise in industrial
production the same month, and a better-than-
expected November business climate survey by the
German IFO Institute all supported the improved

4. Spreads between LS. and Turopean yields, 1999:Q4

Basis points Basis points

Yield spread on henchmark ten-year
U.%. and German government bonds

124 260

I — = 250

1151] 240

= 230

Implied yield spread on March 2000 . 29¢
EurodoMar and Euribor futures contracts
| L | |
Oct. Nov. Dec.
1999

Note. The data are daily.
Source. Bloomberg L.P.

Note. The data are daily.
Source. Bloomberg L.P.



208 Federal Reserve Bulletin -] March 2000

5. Trade-weighted values {or Group of Three currencies,
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expectations for growth. Annualized third-quarter
growth in the euro area of 2.3 percent also exceeded
consensus forecasts.

Despite higher domestic interest rates and eco-
nomic growth prospects, the euro weakened steadily
against the dollar and the yen. On December 2 and 3,
the euro briefly dipped below $1.00. Throughout the
quarter, the effect on the euro of widening U.S.-
European yield differentials and reported global port-
folio reallocations appeared to outweigh Europe’s
improving growth outlook and robust gains in its
equity markets. In the first half of the quarter, market
participants noted sizable euro sales as portfolio
managers—who reportedly had relatively high euro
weightings relative to their benchmarks—moved
toward more neutral currency positions in early
preparation for the year-end. Net speculative posi-
tions on currency futures exchanges, as well as sur-
vey flow data, appeared to show similar patterns.
Japanese investors reportedly continued to hedge
their European investments to protect against foreign
exchange losses on capital investments.

Market participants also noted the resilience of
U.S. asset markets and widening yield differentials as
factors weighing on the euro. The annualized yield
spread between the benchmark ten-year U.S. Trea-
sury and German bund widened from 89 to 119 basis
points by the end of the quarter. European sovereign
bonds outperformed U.S. Treasury securities as mar-
ket participants estimated that (1) inflation in Europe
would remain relatively low, (2) that moderate Euro-
pean rate hikes in the future were already reflected
in prices, and (3) that a more pronounced cycle of
monetary tightening in the United States was under
way. Lastly, some cited concerns that intervention by
European governments in mergers and acquisitions

and bankruptcy proceedings could signal a slowing in
corporate restructuring efforts in the euro area.

DOLLAR SUPPORTED BY EXPECTATIONS
FOR SUSTAINED ULS. GROWTH

Despite its mixed performance against the euro and
the yen, the dollar’s value remained relatively stable
on a trade-weighted basis. When measured broadly
against the currencies of major trading partners, the
dollar appreciated 0.8 percent, while the yen appreci-
ated 6.3 percent, and the euro depreciated 4.4 percent
during the fourth quarter. The relative resilience of
U.S. asset markets amid tightening monetary condi-
tions in the United States provided underlying sup-
port for the dollar.

Yields on U.S. Treasury securities rose to their
highest levels in more than two years after the Fed-
eral Open Market Committee’s (FOMC) adoption of
a tightening bias at its October 5 meeting and its
decision to raise the federal funds target rate from
5.25 to 5.50 percent on November 16. Data releases
throughout the quarter were perceived to show strong,
non-inflationary U.S. growth that contributed to a
20-basis-point flattening of the two-to-thirty-year
Treasury coupon curve to a fifteen-month low of
23 basis points. While data continued to show some-
what modest upward pressures on earnings, producer
prices, and consumer prices, stronger-than-expected
growth, and consumption data raised market expecta-
tions that subsequent rate hikes would moderate the
pace of US. growth. The third-quarter employment
cost index, reported on October 28, fell from 1.1 per-
cent in the second quarter to 0.8 percent in the fourth
quarter. Employment reports released during the
quarter generally showed lower-than-expected gains
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in nonfarm payrolls and average hourly earnings.
However, third-quarter GDP growth of 4.8 percent
and a deflator of 0.9 percent, reported on October 28,
were revised upward to 5.5 percent and 1.1 percent,
respectively, on November 24. September and Octo-
ber retail sales figures, excluding autos, were also
higher than expected. Market participants perceived
that the tone of the FOMC’s December 21 directive
was relatively hawkish, even though the Committee
maintained its symmetric directive “in light of mar-
ket uncertainties associated with the century date
change.” By the end of the quarter, the unplied yield
on the February federal funds futures contract had
risen 37 basis points, to 5.79 percent.

Despite rising bond yields, U.S. and global equity
markets surged to record highs as market participants
expressed increased confidence in the prospects for
sustained global growth and as global liquidity
remained high. The Dow Jones Industrial Average
and the S&P 500 indexes rose 11.2 and 14.5 percent,
respectively, while the Nasdaq skyrocketed 48.2 per-
cent. The momentum contributing to the Nasdaq’s
performance accelerated after the October 28 release
of third-quarter GDP and employment cost figures, as
well as Chairman Greenspan’s speech on the same
day noting the contributions that technology has
made to U.S. productivity and recent economic
performance.

Higher interest rates in the United States did not
appear to weigh negatively on sentiment toward
emerging-market assets. On the contrary, confidence
in global growth prospects fueled investor interest
in emerging-market assets throughout the quarter.
Spreads between emerging-market sovereign debt
and comparable U.S. Treasury securities narrowed,
with the spread between J.P. Morgan’s Emerging

7. Emerging market bond index (EMBI+) soveretgn spread
over comparable U.S. Treasury securilies, 1994:04

Market Bond Index (EMBI+) sovereign yield and
U.S. Treasury securities having fallen 274 basis
points, to 824 basis points—its lowest level since
August 1998. Moreover, Latin American and Asian
telecommunication stocks rallied along with other
global technology shares, as growth in those regions
continued to improve from technology exports and
gains in productivity.

ORDERLY FINANCIAL MARKETS
BEFORE THE Y2K TURN

As the year’s end approached, uncertainties associ-
ated with the century date change did not create any
visible distress in the foreign exchange market. Over-
all, trading volumes reportedly remained within their
average ranges for 1999 until well into December—
longer than many would have predicted earlier in the
year. By December 31, however, trading volumes had
ground nearly to a halt as market participants post-
poned all but absolutely necessary transactions until
the new year.

Trading activity appeared orderly throughout the
period, although bid—ask spreads on major currency
pairs more than doubled in the last trading days of the
year. However, volatility implied by currency options
remained in recent ranges in the final weeks of the
year as spot market activity diminished. Although
some portfolio managers who were concerned about
year-end liquidity reportedly moved toward more
neutral positions relative to their benchmarks early in
the period, other indications by the end of the quarter
suggested that broadly based risk aversion was not
prevalent in the financial markets. Global stock
markets rallied amid relatively heavy trading vol-

8. Volalility implied hy one-month option prices, [999:Q4

Basis points

Oct, Nov. Dec.
1999

Percent

Euro-dotlar

Qct. Nov. Dec.
1999

NoTE. The data are daily.
SOuRCE. 1.P. Morgan.

NOTE. The data are daily.
SouRrCE. Reuters.



210 Federal Reserve Bulletin [ March 2000

ume through December, confidence in prospects for
emerging-market growth prospects improved, and
credit and swap spreads narrowed.

TREASURY ANDY FEDERAL RESERVE FOREIGN
FXCHANGE RESERVES

The U.S. monetary authorities did not undertake any
intervention operations during the quarter. At the end
of the quarter, the current values of euro and Japanese
yen reserve holdings totaled $16.1 billion for the
Federal Reserve System and $16.2 billion for the
Exchange Stabilization Fund. The U.S. monetary
authorities invest all of their foreign currency bal-
ances in a variety of instruments that yield market-
related rates of return and have a high degree of
liquidity and credit quality. To the greatest extent

practicable, these investments are split evenly
between the Federal Reserve System and the
Exchange Stabilization Fund.

A portion of the balances is invested in German
and Japanese government securities held directly or
under repurchase agreement. Government securities
held under repurchase agreement are arranged either
through transactions executed directly in the market
or through agreements with official institutions. For-
eign currency reserves are also invested in deposits
at the Bank for International Settlements and facili-
ties at other official institutions. As of December 31,
direct holdings of foreign government securities
totaled $9.2 billion, split evenly between the two
authorities. Foreign government securities held under
repurchase agreement totaled $13.7 billion at the end
of the quarter and were also split evenly between the
two authorities. O
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Pobtoreien cmrency b3 ol DS encto b

Millions of dollars

1t

Quarterly changes in balunces. by source

Batance. -~
ltem Sept. 30. 199! | Net purchases
and sanles?
FEDERAL RESERVE SYSTEM
OPEN MARKET ACCOUNT
(SOMA)
EMUeuro ................ o 72218 0.0
Japunese yen .. 8.831.9 0.0
Total ... i 16.053.7 0.0
Interest receivables, net ... 64.5
Total ...................... ol 16,118.2 0.0
U.S. TrEASURY EXCHANGE
StaiLizaTioNn Funp (ESF)
EMUeuro ...t 7,219.1 0.0
Japanese yen 8,831.8 0.0
Total ..o 16.050.9 0.0
Interest receivables™ ....._..... ... . 66.2
Total ... ... 16,117.1 0.0

C " Balance,

Effect of Investment \;:’:{':;')1 Interest accrual | Dec. 31, 1999

sales incame adjustments® and other

£.0 389 —360).1 0.0 6.8M.6
0.0 0.7 388.9 0.0 9.221.5
0.0 306 -1.2 0.0 16,092.1
-16.5 48.0
0.0 39.6 -1.2 ~-16.5 16,140.1
0.0 394 —390.0 0.0 6.868.5
0.0 0.7 389.0 0.0 92215
0.0 40.1 -1.0 0.0 16,090.0
124 78.6
0.0 40.1 -1.0 124 16,168.6

NoTE. Earlier pericd figures have been reclassified to the current preseatation.

i. Umcarned interest collected in the uimounts of $13.4 million and $13.3 mil-
lion for the Federal Reserve and ESF, respectively, are not included. These
amounts are cash fow differences from payment and collection of funds
between quarters.

2. Purchases and sales for the purpese of this table include foreign cur-
rency sales and purchases related to ofticiul activity. swap drawings and repay-
ments. and warehousing,.

3. This figure is calculated using marked-to-market exchange rates; it
represents the difference between the sale exchange rate and the most recent
reviluation exchange rate. Realized profits and losses on sales of foreign cur-

Net ot or fosses f=con bSD Tieasury
aned Tedernl Reserse rorcinn exeluinge operitliona.

based on astonicad cost al acginsieon exchange rdes,

[HHLH
Millions of dollars
Federal U.S. Treasury
s Reserve Exchange
Period and item System Open | Stabilization
Market Account Fund

Valuation profits and losses an
outstanding assets and liabilities,
Sept. 30, 1999
EMUeuro ...........ocoinninn - ~H99 —336.9
Japanese ven ... 1.775.8 1.988.0
Total ... ... ... 1,6558.9 1,651.1
Realized profits and lasses
[from foreign currency sales,
Sept. 30, 1999-Dec. 11, 1999
EMUeuro .. ... 0.0 0.0
Japanese yen ........ .ol 0.0 0.0
Total ...l 0.0 0.0
Yaluation profits amd losses on
autstanding assets and liabilities,
Dec. 31, 1999
EMU curo =510.0 -726.9
Iapanese yen 2.178.1 2.390.2
Total ... 1,668.0 1,663.4

Nore, Components may not sum to totals because of rounding.

rencies, computed as the difference between the historical cost-of-acquisition
exchange rate and the sale exchange rate, are reflecied in table 2.

4. Fureign currency balances are marked-to-market monthly at month-end
exchange rates.

5. Interest receivables for the ESF are revalued at month-end exchange rates.
Interest receivables for the Federal Reserve System are carried at average cost
of acquisition and are not marked to market until interest is paid. Inlcrest
receivables for the Federal Reserve System are net of unearned inmterest
collected.

Not applicable.

I T T S T IR 1) IRT L R BT
Millions of dollars
A Amount of Outstanding,
Institution facility Dec. 31. 1999
Federal Reserve
reciprocal cwrrency
arrangements
Bank of Canada .................... 2,000 0.0
Bank of Mexico .................... 3,000 0.0
Total ......... ...l 5,000 0.0

U.S. Treasury
Exchange Stabilization Fund
CINTENCY arrangernenls

3.000 0.0

3,000 0.0




212

Industrial Production and Capacity Utilization

for January 2000

Released for publication February 15

Industrial production increased 1.0 percent in January
after advances of 0.3 percent in November and
0.4 percent in December. The output of utilities
increased 1.8 percent in January, while output for

Industrial production and capacity utilization
Ratio scale, 1992 = 100

Industrial production

— 140

Manufacturing

Total industry

| \ \ \ | | | | | | |
1990 1992 1994 1996 1998

2000

Industrial production, market groups
Ratio scale, 1992 = 100

Consumer goods

Durable

Nondurable

— 190
= 175
— 160
— 145
— 130

— 115

Equipment

Business

— 100
Defense and space

1990 1992 1994 1996 1998 2000

both manufacturing and mining increased about
I percent. At 141.5 percent of its 1992 average,
industrial production in January was 5.5 percent
higher than in January 1999. The rate of capacity
utilization for total industry rose 0.5 percentage point,
to 81.6 percent, more than 1 percentage point above
its level in January 1999.

Percent of capacity

Capacity utilization

Total industry

1988 1990 1992 1994 1996 1998 2000

Ratio scale, 1992 = 100

Intermediate products 155

145
~ ] 135
— 125
— 115

Construction supplies

— 105
Business supplies

Ratio scale, 1992 = 100
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|- Materials

Durable goods

Nondurable goods and energy
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All series are seasonally adjusted. Latest series, January. Capacity is an index of potential industrial production.
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Industrial production and capacity utilization, January 2000

Industrial production, index, 1992= 100
Percentage change
Category 1999 2000
1999¢ 2000 Jan. 1999
to
Octr ‘ Nov. ‘ Dec.f Jan.p Oct.f ‘ Nov.f { Dec. Jan? Jan. 2000
Total ... 139.1 139.5 140.1 141.5 7 3 4 1.0 5.5
Previous estimate ..................... 139.4 139.9 140.5 1.0 4 4
Major market groups
Products, total? .. ... 128.5 128.2 1284 129.6 7 -2 2 1.0 33
Consumer goods 118.2 117.7 1182 119.3 9 -4 3 1.0 2.6
Business equipment ....... 174.8 174.8 174.5 177.8 6 .0 -2 19 7.2
Construction supplies ...... .. 135.4 1347 134.5 134.8 9 -5 -2 2 1.1
Materials ............................. 156.8 158.7 160.1 161.8 7 1.2 9 1.0 9.2
Major industry groups
Manufacturing ...................... 1442 144.9 145.2 146.6 9 5 2 9 5.8
Durable ................... 176.5 177.2 178.0 180.4 8 4 4 1.3 8.5
Nondurable ............... 113.0 113.6 1135 1139 1.0 6 -1 3 23
Mining ......... 99.2 99.6 99.6 100.6 9 4 0 1.0 2.7
Utilities ..............ccoenenn 115.2 1128 117.5 119.7 22 -2.0 42 1.8 45
Capacity utilization, percent Cﬁ‘;z{i(t)y,
per-
1999 1999 2000 centage
Average, Low, High, JCha'} 9%‘9
1967-99 1982 1988-89 s
Jan. Oct” Nov.r Dec. Jan.p Jan. 2000
Total ... 82.0 71.1 85.4 80.4 81.0 81.0 81.1 816 4.0
Previous estimate ..................... 81.2 81.2 81.3
Manufacturing ... 81.1 69.0 85.7 79.6 80.2 80.3 80.2 80.6 44
Advanced processing 80.5 70.4 84.2 784 79.4 79.1 79.0 79.6 5.4
Primary processing 824 66.2 88.9 83.1 83.4 839 83.6 839 22
Mining 87.3 80.3 88.0 81.3 82.6 82.9 829 83.9 -4
Utilities 87.5 75.9 92.6 90.3 89.9 88.0 91.6 932 14

NotE. Data seasonally adjusted or calculated from seasonally adjusted
monthly data.
I. Change from preceding month.

MARKET GROUPS

The output of consumer goods, which on balance had
been flat during November and December, increased
about 1 percent in January. The output of durable
consumer goods surged 1.9 percent; the production
of automotive products jumped 2.9 percent, making
up the losses posted in the previous two months. The
production of other durable consumer goods also
rose strongly; the output of household appliances
increased 4 percent, and the index for carpeting and
furniture advanced further. The production of non-
durable consumer goods also accelerated, rising
0.7 percent. The gain reflected both a further rebound
in the output of energy products and an upturn in the
output of non-energy consumer products.

The production of business equipment, which had
eased over the preceding two months, jumped
1.9 percent in January. The output of transit equip-
ment rebounded 1.9 percent because of an increase in
motor vehicle assemblies. The output of industrial

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

equipment, which had flattened late last year, rose
1 percent. The production of information processing
and related equipment, for which growth averaged
about | percent per month during the fourth quarter,
rose 2.8 percent in January, led by gains in the output
of communication equipment and computers. The
output of defense and space equipment fell about
2 percent further in January, to a level 5.6 percent
below that of a year earlier.

The output index of construction supplies, which
had declined in November and December, edged up
0.2 percent in January to match the high level of the
fourth quarter. The output of materials increased
1.0 percent, about the same as the average gain in the
preceding three months. The output of durable goods
materials rose 1.3 percent, with another strong
increase in equipment parts, particularly semiconduc-
tors. The output of nondurable goods materials
moved up slightly in January, and the output of
energy materials, which had increased 1.4 in Decem-
ber, gained an additional 0.9 percent.
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INDUSTRY GROUPS

Manufacturing output rose 0.9 percent in January;
most major industries posted gains. Production in
durable manufacturing gained 1.3 percent after
increases of 0.4 percent in both November and
December. The output of motor vehicles and parts,
which had dropped 1.7 percent in December,
rebounded 3.5 percent. The production of electrical
machinery surged more than 3 percent, led by a
4 percent gain in semiconductors and related equip-
ment. The production of industrial machinery and
equipment increased more than 1 percent. In contrast,
the output of aircraft and parts continued to decline,
and the output of primary metals and instruments
edged down.

After having changed little in December, produc-
tion in nondurable manufacturing increased 0.3 per-

cent in January, to a level 2.3 percent higher than in
January 1999. Among nondurable manufacturing
industries, production gains were widespread except
for downturns in the output of tobacco and petroleum
products.

The factory operating rate rose to 80.6 percent.
Utilization in primary-processing industries increased
to 83.9 percent, while that for advanced-processing
industries advanced 0.6 percentage point, to 79.6
percent.

Output at utilities, which had rebounded 4.2 per-
cent in December, was up another 1.8 percent in
January; the operating rate at utilities rose to 93.2 per-
cent. Boosted by the continuing recovery in oil and
gas extraction, mine production increased 1.0 per-
cent. The utilization rate at mines increased to
83.9 percent but remained noticeably below its long-
term average. O
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Statement to the Congress

Statement by Alan Greenspan, Chairman, before the
Committee on Banking, Housing, and Urban Affairs,
US. Senate, January 26, 2000

I want to begin my remarks today by expressing my
gratitude to President Clinton for his confidence in
me, and to you, Mr. Chairman and members of the
committee, for holding hearings on my renomination
for a fourth term as Chairman of the Board of Gov-
ernors of the Federal Reserve System. The Federal
Reserve has had a close and productive relation-
ship with this committee over the years. If you and
your Senate colleagues afford me the opportunity, I
look forward to working with you in the years ahead
to build a framework to enable the American peo-
ple to enjoy the fruits of a sound and efficient finan-
cial system in an economy that is delivering the
greatest possible sustained increases in standards of
living.

We at the Federal Reserve face considerable chal-
lenges in carrying out our responsibilities for both the
financial system and the overall economy. In many
respects, these challenges relate to discerning, and
keeping up with the implications of, the accelerating
pace of technological change in our society. The
Congress took a major step last year in passing
legislation that will help the citizens of the United
States realize the benefits of the rapid evolution of
technology in the delivery of financial services.

The Federal Reserve’s challenge now, working
with our fellow regulators, is not only to implement
the new law but more broadly to design supervisory
and regulatory policies that can deal effectively with
the changing financial structure. Effective oversight
must balance a number of possibly conflicting cri-
teria. [t must enable our financial sector to evolve in
a way that allows competition and technological
change so that financial services are delivered in the
least costly, most efficient way possible to the highest
possible number of our citizens. It must at the same
time foster the fundamental soundness of our finan-
cial system and put in place safeguards to protect
against the remote possibility that unsound behavior
in the financial sector is transmitted beyond the firms
involved to the economy more generally. And it must
accomplish the latter with minimal use of the govern-
ment safety net and of implicit or explicit guarantees

that tend to reduce accountability and market disci-
pline and foster excessive and destabilizing risk-
taking.

For the economy overall, the marked pickup in
technological innovation has accelerated productiv-
ity and raised standards of living for many—though
regrettably not all—Americans. Our challenge in
monetary policy is to foster, as best we can, the
financial conditions that will allow this economic
expansion and technological revolution to continue
as long, and as vigorously, as possible. Experience
has demonstrated that an essential ingredient in this
prosperity, and an ingredient for which the central
bank has ultimate responsibility over the long run,
is low and stable inflation. Effective price stability
removes a major source of uncertainty and distortion
that would otherwise interfere with the spending and
saving decisions of households and businesses. Main-
taining price stability also reduces the likelihood that
imbalances could develop that would ultimately
undermine economic expansion.

We have also learned that the Federal Reserve’s
potential contributions to financial and economic sta-
bility should not end with making policy decisions.
We also need to explain to the public what we are
doing and why. Importantly, in our democratic sys-
tem our explanations provide the members of this
committee, your congressional colleagues, and the
people you serve with the information necessary to
evaluate our actions and to hold us accountable for
them. As you know, we have made considerable
efforts in recent years to improve the communication
of our decisions, our expectations, and their ration-
ales to the public consistent with our mandate to
deliver effective monetary policy. This has not
always been a straightforward process, in which the
consequences of each step could be readily predicted,
but it is one that must continue.

Thus the challenges and the opportunities are sub-
stantial in a number of the areas in which the Con-
gress has given the Federal Reserve important
responsibilities. But in the Federal Reserve, the Con-
gress also has created an institutional structure
extraordinarily well suited to address these issues.
The combination of a Board of Governors, firmly tied
to the national democratic process and providing
overall leadership to the System, and regional
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Reserve Banks, deeply rooted in their local communi-
ties, enables us to bring a unique perspective to the
consideration of policy issues.

Our Reserve Banks supply real-time information
about developments in their regions. and ongoing
observation of, and familiarity with, the financial
institutions headquartered there. This information
enhances our ability not only to conduct monetary
policy but also to supervise financial institutions and
deal with emerging problems in the financial sector,
and to play a constructive role in regional economic
developments. Board members and Reserve Bank
presidents can employ these observations, along with
their knowledge of the national and international
economic and financial situations, to carry out our
legislated mandates.

This structure and these responsibilities have
attracted to the Federal Reserve System men and
women of high intellectual capabilities and deep
knowledge of the relevant subjects. Naturally, and
fortunately, these people often disagree. Disagree-
ments, however, are largely over evidence and analy-
sis, not goals and objectives. To be sure, Federal
Reserve decisions often emerge as a broad consen-
sus of policymakers. But forming that consensus
involves considerable give and take, with many peo-
ple influencing the outcome.

Policymakers are in turn supported by outstanding
staft at the Board and the Reserve Banks. Many,
perhaps most, of the policymakers and staff could be
making substantially more income in the private sec-
tor, but, attracted by the character of their colleagues,
the nature and importance of issues they deal with,
and the atmosphere in which those issues are
addressed, they chose to exercise their considerable
talents within the Federal Reserve.

The strength of the institutions and structures of
the Federal Reserve is perhaps most visible in the
work of the Federal Open Market Committee. There,
the ability of Reserve Bank presidents to draw on

local contacts can reveal significant developments in
the economy before they are visible in the national
data and can help in understanding the forces behind
important economic trends. The Committee is an
extraordinary collection of individuals. Among the
seventeen people gathered around that table, thirteen
have Ph.D.s. The others have the experience, skills,
and common sense to prevent the Committee from
becoming paralyzed with a surfeit of two-handed
economists.

But monetary policy is not the only area in which
this unique blend of skills and perspectives is brought
to bear. We utilize committees of Board members and
Reserve Bank presidents to deal with such responsi-
bilities as our oversight of the payments system and
the implications for supervision and regulation of the
growing size and complexity of financial institutions.

What success the Federal Reserve has had in carry-
ing out its legislated responsibilities in recent decades
derives from many sources. Certainly, we have
enjoyed good fortune—dealing with the challenges
of a pickup in innovation and productivity is decid-
edly more enjoyable than the task faced by our prede-
cessors in the 1970s when productivity slowed and
stagfiation held sway. I believe we have also learned
from our past mistakes, and 1 hope that we will
recognize the new misjudgments we will inevitably
make quickly enough to prevent them from becoming
too serious and disruptive. And we have had help and
support from various Congresses and administrations
seeking, like us, to promote sound public policies.
But our ability to meet the legislative mandates of the
Congress rests ultimately on the strength of the insti-
tutions of the Federal Reserve and the people who
inhabit them.

It has been an extraordinary privilege to be able to
serve my country at the Federal Reserve, and I would
be honored if the Senate saw fit to enable me to
continue this association for another four years. [
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ACTION BY THE FEDERAL OPEN MARKET
COMMITTEE AND AN INCREASE IN THE
DISCOUNT RATE

The Federal Open Market Committee voted on Feb-
ruary 2, 2000, to raise its target for the federal funds
rate by 25 basis points to 5% percent. In a related
action, the Board of Governors approved a 25-basis-
point increase in the discount rate to 5% percent.

The Committee remains concerned that over time
increases in demand will continue to exceed the
growth in potential supply, even after taking account
of the pronounced rise in productivity growth. Such
trends could foster inflationary imbalances that
would undermine the economy’s record economic
expansion.

Against the background of its long-run goals of
price stability and sustainable economic growth and
of the information currently available, the Committee
believes the risks are weighted mainly toward condi-
tions that may generate heightened inflation pressures
in the foreseeable future.

In taking the discount rate action, the Federal
Reserve Board approved requests submitted by the
boards of directors of the Federal Reserve Banks of
Boston, New York, Philadelphia, Cleveland, Rich-
mond, Atlanta, Chicago, St. Louis, Kansas City, and
San Francisco. The Board subsequently approved
similar actions by the boards of directors of the
Federal Reserve Bank of Minneapolis, effective Feb-
ruary 3. and of the Federal Reserve Bank of Dallas,
effective February 4. The discount rate is the rate
charged depository institutions when they borrow
short-term adjustment credit from their District Fed-
eral Reserve Banks.

MODIFICATIONS TO THE DISCLOSURE
PROCEDURES OF THE FEDERAL OPEN MARKET
COMMITTEE

The Federal Open Market Committee (FOMC)
announced on January 19, 2000, that it approved
modifications to its disclosure procedures at its
December 21 meeting.

These modifications, which will take effect as
of the February FOMC meeting, are designed to
enhance communication to the public. They are sum-
marized here and described in more detail in the
accompanying attachment.!

First. the Committee determined that a statement
will be issued to the public immediately after every
FOMC meeting. The previously stated procedure was
to release a statement only in the event of a policy
action or a major shift in the Committee’s view about
prospective developments.

Second, the FOMC changed its language describ-
ing its assessment of future developments. This new
language will describe the FOMC’s consensus about
the balance of risks to the attainment of its long-run
goals of price stability and sustainable economic
crowth and will be used in the announcement made
after each meeting. More specifically, the announce-
ment will indicate how the Committee assesses the
risks of heightened inflation pressures or economic
weakness in the foreseeable future. This time frame
in the new language is intended to cover an interval
extending beyond the next FOMC meeting.

Under its prior procedures, which will no longer
be used, the FOMC’s view about the period ahead
(referred to as the “policy tilt” or “policy bias”) was
couched in terms of the relative chances of an
increase or decrease in the intended federal funds
rate. The "bias" language voted on by the Committee
explicitly referenced the intermeeting period.

The revised disclosure procedures were proposed
by the ““Working Group on the Directive and Disclo-
sure Policy,” which was formed in August 1999 and
chaired by Federal Reserve Board Vice Chairman
Roger W. Ferguson, Jr. The Working Group also
included the following FOMC members: Governors
Edward W. Kelley, Jr., Laurence H. Meyer, and
Edward M. Gramlich and Federal Reserve Bank
Presidents Robert T. Parry (San Francisco),
Michael H. Moskow (Chicago), and William Poole
(St. Louis).

1. The attachment is available on the Board’s web site
(www federalreserve.gov/boarddocs/press/General/2000)  and  on
request from Publications Services, Mail Stop 127. Board of Gover-
nors of the Federal Reserve System, Washington, DC 20551.
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APPOINTMENTS OF NEW MEMBERS TO THE
CONSUMER ADVISORY COUNCIL AND
DESIGNATION OF A NEW CHAIR AND VICE
CHAIR FOR 2000

The Federal Reserve Board on January 5, 2000,
named seven new members to its Consumer Advi-
sory Council for three-year terms and designated a
new chair and vice chair of the council for 2000.

The council advises the Board on the exercise of
its responsibilities under the Consumer Credit Protec-
tion Act and on other matters in the area of consumer
financial services. The council meets three times a
year in Washington, D.C.

Dwight Golann was designated chair; his term runs
through December 2000. Mr. Golann is Professor of
Law for the Suffolk University Law School in Bos-
ton, Massachusetts. Previous positions include Chief
of the Consumer Protection Division, Deputy Chief
of the Public Protection Bureau, and Assistant Attor-
ney General for the Commonwealth of Massachu-
setts. Lauren Anderson was designated vice chair;
her term on the council ends in December 2001.
Ms. Anderson is Executive Director of the Neighbor-
hood Housing Services of New Orleans. Previously,
she was a project manager for the Department of
Housing and Economic Development for Jersey City,
New Jersey, and a staff attorney for the American
Civil Liberties Union.

The seven new members are the following:

Dorothy Broadman
San Francisco, California

Ms. Broadman is Senior Vice President and Manager of
the Community Development Department at Cal Fed Bank,
FSB. She is Chairperson of the bank’s senior management
committee responsible for overseeing Community Rein-
vestment Act (CRA) activities. Ms. Broadman is the senior
officer responsible for CRA at the corporate level. Previ-
ously, Ms. Broadman held positions at Citibank and at
Wells Fargo Bank. She serves on several boards and advi-
sory councils, including the Executive Committee of the
National Association of Affordable Housing Lenders, the
CRA Committee of the Consumer Bankers Association,
and as chairperson of a Local Initiatives Support Corpora-
tion advisory council.

Teresa Bryce
Charlotte, North Carolina

Ms. Bryce is General Counsel of Bank of America Mort-
gage and General Counsel of Bank of America Corpora-
tion. She supports both the mortgage banking division and
the Community Development Banking Group. Ms. Bryce
oversees compliance with the Community Reinvestment
Act, fair lending issues, and consumer protection laws.
Previously, Ms. Bryce was with Prudential Home Mort-
gage, where she promoted affordable housing initiatives.

She serves on several boards and committees, including the
executive committee of the Research Institute for Housing
America and the Mortgage Bankers Association of Ameri-
ca’s Residential Board of Governors.

Robert M. Cheadle
Ada, Oklahoma

Mr. Cheadle is an attorney and serves as Business Devel-
oper for Chickasaw Enterprises, the economic develop-
ment division of the Chickasaw Nation. He has developed
a tribally owned mortgage services firm to lead the effort
for community development in the Chickasaw Nation.
Previously, he served in other positions for the Chickasaw
Nation and also was Senior Counsel at Fannie Mae. In
1999, the Chickasaw Nation received a Social Compact
Award and a Housing and Urban Development Best Prac-
tices Award for his work in developing a new Chickasaw
mortgage loan program.

Lester W. Firstenberger
Middletown, Connecticut

Since 1998, Mr. Firstenberger has been the Senior Vice
President and General Counsel of Mortgage Lenders Net-
work USA, Inc., one of the largest subprime lenders in the
United States. He handles legal and regulatory matters,
corporate firm mergers and acquisitions, and new product
development. Previously, he had his own law firm, which
focused on consumer lending and related activities for
large banks. Mr. Firstenberger also acted as chief counsel
for a large bank in developing an electronic check standard
for the U.S. Department of Defense.

M. Dean Keyes
St. Louis, Missouri

Ms. Keyes is a Senior Vice President and Director of
Corporate/Community Reinvestment Act Initiatives for
Mercantile Bancorporation, Inc., where she supports CRA
activities in six states. Previously, she was Vice President
for Community Investment at Citicorp Morigage, Inc.,
where she developed CRA programs to ensure compliance
with federal law. Ms. Keyes is a participant on the boards
of organizations that serve to promote affordable housing,
safe streets, racial equality, jobs, and economic develop-
ment. She also was instrumental in the initial start-up of
the Home Ownership Purchase Services Committee of the
Neighborhood Housing Services of St. Louis; the commit-
tee focuses on consumer education.

Jeremy Nowak
Philadelphia, Pennsylvania

Mr. Nowak is the Chief Executive Officer of The Reinvest-
ment Fund, a community development financial institu-
tion. The organization’s mission is to alleviate poverty and
revitalize low- and moderate-income neighborhoods by
providing capital and technical assistance to commu-
nity organizations, developers, and businesses. In 1994,
Mr. Nowak received The Philadelphia Award, the city’s
highest civic honor, for his work in advancing the best
interests of the community. He is on several boards, includ-
ing the Public/Private Ventures, the Economic Develop-
ment Coalition of The Greater Philadelphia First Corpora-
tion, and PhAME, Inc.
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Russell W. Schrader
Foster City, California

Mr. Schrader is Senior Vice President and Assistant Gen-
eral Counsel of Visa, US.A. Inc. He is responsible for
regulatory and legislative issues related to the applica-
tion of consumer banking laws and regulations to credit,
debit, and ATM cards and to the e-commerce environment.
Before 1996, Mr. Schrader spent twelve years as Vice
President and Senior Associate Counsel for The Chase
Manhattan Bank, where he was involved with consumer
and mortgage lending, legal services to retail banks, and
insurance issues.

Council members whose terms continue through
2000 are the following:

Walter J. Boyer, Garland, Texas

Jeremy Eisler, Director of Litigation, South Mississippi
Legal Services Corp., Biloxi, Mississippi

Robert F. Elliott, Lake Forest, Illinois

Karla Irvine, Executive Director, Housing Opportunities
Made Equal of Greater Cincinnati, Inc., Cincinnati, Ohio

Gwenn Kyzer, Vice President, Target Marketing Ser-
vice, Experian, Inc., Allen, Texas

John C. Lamb, Senior Staff Counsel, Department of
Consumer Affairs, Sacramento, California

Martha W. Miller, President, Choice Federal Credit
Union, Greensboro, North Carolina

Daniel W. Morton, Vice President and Senior Counsel,
The Huntington National Bank, Columbus, Ohio

David L. Ramp, State of Minnesota, Assistant Attorney
General, St. Paul, Minnesota

Robert G. Schwemm, Professor of Law, University of
Kentucky, Lexington, Kentucky

David J. Shirk, Senior Manager, Lending Systems
Framework, Inc., Tarrytown, New York

Council members whose terms continue through
2001 are the following:

Malcolm M. Bush, President, The Woodstock Institute,
Chicago, Illinois

Mary Ellen Domeier, President, State Bank & Trust
Company of New Ulm, New Ulm, Minnesota

John C. Gamboa, Executive Director, The Greenlining
Institute, San Francisco, California

Rose Garcia, Executive Director, Tierra del Sol Housing
Corporation, Las Cruces, New Mexico

Vincent Giblin, Chief Executive Officer, International
Union of Operating Engineers, West Caldwell, New Jersey

Willie Jones, Deputy Director, The Community Build-
ers, Inc., Boston, Massachusetts

Anne S. Li, Executive Director, New Jersey Community
Loan Fund, Trenton, New Jersey

Marta Ramos, Vice President and CRA Officer, Banco
Popular de Puerto Rico, San Juan, Puerto Rico

Gary S. Washington, Senior Vice President, ABN
AMRO, Chicago, lilinois

Robert L. Wynn 11, Financial Education Officer, Depart-
ment of Financial Institutions, Madison, Wisconsin

ADOPTION OF AN INTERIM RULE FOR
PROCEDURES FOR ELECTING TO BECOME
A FINANCIAL HOLDING COMPANY

The Federal Reserve Board on January 19, 2000,
announced its approval of an interim rule setting
forth procedures for bank holding companies and
foreign banks with U.S. offices to elect to be treated
as financial holding companies. Financial holding
companies may engage in a broad range of securities,
insurance, and other financial activities under Title I
of the Gramm-Leach-Bliley Act, which becomes
effective on March 11, 2000.

The Board has made the rule effective on
March 11, 2000, the effective date of the statute. The
Board will also accept public comments on the
interim rule that are submitted by March 27, 2000,
and will make changes to the rule as appropriate after
reviewing the comments.

While the rule will not be effective until March 11,
2000, bank holding companies and foreign banks that
meet the relevant qualifications may begin filing elec-
tions to become financial holding companies at any
time. Elections should be filed with the appropriate
Reserve Bank for the bank holding company or for-
eign bank.

The Federal Reserve System will endeavor on
March 13, 2000, which is the first business day after
the effective date of the financial holding company
provisions of the Gramm-Leach—Bliley Act, to act
on all elections filed before February 15, 2000. The
System will act on all other elections as quickly as
practicable. Any elections filed before March 11,
2000, would not become effective, in the absence of
Board action, until the thirty-first day after March 11
(or April 11, 2000).

With respect to foreign banks, the Board believes
that the standards and procedures proposed establish
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a flexible approach that takes account of the statutory
requirement for comparability of capital and man-
agement standards while ensuring that foreign
banks operating in the United States are also offered
national treatment and equality of competitive
opportunity.

PROPOSED ACTION

The Federal Reserve Board on February 3, 2000,
voted to request comment on a new regulation imple-
menting the privacy provisions of the Gramm-—
Leach-Bliley Act.

Regulation P (Privacy of Consumer Financial In-
formation) would apply to institutions regulated by
the Board, including bank holding companies, finan-
cial holding companies, state-chartered banks that are
members of the Federal Reserve System, and unin-
sured state-chartered U.S. offices and branches of
foreign banks. Comments are requested by March 31,
2000.

APPROVAL OF FEE SCHEDULES FOR PRICED
SERVICES OF THE FEDERAL RESERVE BANKS

The Federal Reserve Board on January 6, 2000,
announced fee schedules for priced services and elec-
tronic connections, as well as the private-sector
adjustment factor (PSAF) used in setting the fees.
The Board approved the fee schedules on Decem-
ber 17, 1999. The effective date of the fees was
delayed until April 3, 2000, to minimize change
during the period surrounding the rollover to 2000.

PRELIMINARY FIGURES AVAILABLE ON
OPERATING INCOME OF THE FEDERAL
RESERVE BANKS

Preliminary figures indicate that operating income of
the Federal Reserve Banks amounted to $29.347 bil-
lion during 1999. Net income before payment of
dividends, additions to surplus, and payments to the
Treasury totaled $26.255 billion. About $25.400 bil-
lion of this net income was distributed to the U.S.
Treasury during 1999.

Federal Reserve System income is derived prima-
rily from interest earned on U.S. government securi-
ties that the Federal Reserve has acquired through
open market operations. Income from the provision
of financial services amounted to $836 million.

Operating expenses of the twelve Reserve Banks
totaled $1.904 billion. In addition, the cost of earn-

ings credits granted to depository institutions under
the Monetary Control Act of 1980 amounted to
$322 million. Assessments against Reserve Banks for
Board expenditures totaled $214 million, and the cost
of currency amounted to $485 million.

Net deductions from income amounted to
$526 million, resulting primarily from unrealized
losses on assets denominated in foreign currencies
that were revalued to reflect current market exchange
rates. Statutory dividends to member banks were
$375 million.

Under the policy established by the Board of Gov-
ernors at the end of 1964, all net income after the
statutory dividend to member banks and the amount
necessary to equate surplus to paid-in capital is trans-
ferred to the U.S. Treasury.

ENFORCEMENT ACTIONS

The Federal Reserve Board on January 19, 2000,
announced the issuance of an order of assessment of
a civil money penalty against Charles A. Drummond,
a former president, chief executive officer and direc-
tor, and an institution-affiliated party of the Profes-
sional Bank, Denver, Colorado.

Mr. Drummond, without admitting to any allega-
tions, consented to the issuance of the order for his
alleged violations of sections 23A, 23B, and 22(h) of
the Federal Reserve Act, 12 U.S.C. §§371c, 371c-1,
and 375b, and Regulation O, 12 C.FR. Part 215, in
connection with insider and affiliate transactions at
the bank. Mr. Drummond paid a fine of $10,000.

The Federal Reserve Board on January 19, 2000,
announced the issuance of a consent order against
Solomon King, an institution-affiliated party of the
First Western Bank, Cooper City, Florida, a state
member bank.

Mr. King, without admitting to any allegations,
consented to the order to resolve allegations that he
violated the Change in Bank Control Act in connec-
tion with his acquisition of beneficial ownership of
the shares of the bank.

The Federal Reserve Board on January 19, 2000,
announced the issuance of an order of prohibition
against Christopher J. Woods, a former assistant vice
president and institution-affiliated party of the Mid-
west Bank and Trust Company, Elmwood Park,
Illinois.

Mr. Woods, without admitting to any allegations,
consented to the issuance of the order due to his
alleged participation in violations of law and unsafe
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or unsound practices regarding misapplication of
bank funds and falsification of the bank’s books and
records.

CHANGE IN BOARD STAFF

The Federal Reserve Board announced the appoint-
ment of Edgar A. Martindale as Assistant Director in

the Division of Reserve Bank Operations and Pay-
ment Systems (RBOPS). Mr. Martindale began work-
ing in the System in 1966 and has been in RBOPS as
part of the System Interchange Program, on leave of
absence from Federal Reserve Information Technol-
ogy. He received a master’s degree from Johns Hop-
kins University and a bachelor’s degree from the
University of Baltimore. ]



223

Legal Developments

ORDERS ISSUED UNDER BANK HOLDING COMPANY
AcCT

Orders Issued Under Section 3 of the Bank Holding
Company Act

Old Kent Financial Corporation
Grand Rapids, Michigan

Order Approving Merger of Bank Holding Companies,
Merger of Banks, and Establishment of Branches

Old Kent Financial Corporation (“Old Kent), a bank
holding company within the meaning of the Bank Holding
Company Act (“BHC Act”), has requested the Board’s
approval under section 3 of the BHC Act
(12 U.S.C. § 1842) to merge with Merchants Bancorp, Inc.,
(“Merchants™), and thereby acquire Merchants’s subsid-
iary bank, Merchants National Bank of Aurora (“Mer-
chants Bank™), both in Aurora, Illinois. Old Kent Bank,
Grand Rapids, Michigan (“Old Kent Bank™), a state mem-
ber bank, has applied under section 18(c) of the Federal
Deposit Insurance Act (12 U.S.C. § 1828(c)) (the “Bank
Merger Act”) to merge with Merchants Bank, and to retain
and operate branches at the locations of the main office and
branches of Merchants Bank.!

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(64 Federal Register 66,189 (1999)). As required by the
Bank Merger Act and the Board’s Rules of Procedure
(12 C.FR. 262.3(b)), reports on the competitive effects of
the merger were requested from the U.S. Attorney General
and the other federal banking agencies. The time for filing
comments has expired, and the Board has considered the
proposal in light of the factors set forth in section 3 of the
BHC Act and the Bank Merger Act.

Old Kent, with total consolidated assets of $17.7 billion,
is the 47th largest commercial banking organization in the
United States, controlling less than 1 percent of the total
assets of insured commercial banks in the United States.?
Old Kent operates in Michigan, Illinois, and Indiana. Old
Kent is the seventh largest depository institution in [linois,
controlling deposits of $4.2 billion, representing approxi-

1. Old Kent proposes to merge a wholly owned acquisition subsid-
iary with and into Merchants, with Merchants as the surviving corpo-
ration. Immediately thereafter, Merchants would be liquidated and
Merchants Bank would be merged with and into Old Kent Bank, with
Old Kent Bank as the surviving depository institution.

2. All asset data are as of September 30, 1999, and all deposit data
are as of June 30, 1998.

mately 2 percent of total deposits in depository institutions
in the state.?

Merchants, with total consolidated assets of $987.9 mil-
lion, is the 43rd largest depository institution in Illinois,
controlling deposits of $686.3 million, representing less
than 1 percent of total deposits in depository institutions in
the state.

After consummation of the proposal, Old Kent would
become the 44th largest commercial banking organization
in the United States, with total consolidated assets of
$18.7 billion, representing less than 1 percent of total
banking assets. Old Kent would become the fifth largest
depository institution in Illinois, controlling deposits of
$4.9 billion, representing approximately 2.3 percent of
total deposits in depository institutions in the state.

Interstate Analysis

Section 3(d) of the BHC Act allows the Board to approve
an application by a bank holding company to acquire
control of a bank located in a state other than the home
state of such bank holding company if certain conditions
are met.* For purposes of the BHC Act, the home state of
Old Kent is Michigan, and Old Kent proposes to acquire
Merchants Bank, which is located in [llinois. All the condi-
tions for an interstate acquisition enumerated in sec-
tion 3(d) are met in this case.5 In light of all the facts of
record, the Board is permitted to approve the proposal
under section 3(d) of the BHC Act.

Competitive Factors

Section 3 of the BHC Act and the Bank Merger Act
prohibit the Board from approving a proposal that would

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

4. See 12 US.C. § 1842(d). A bank holding company’s home state
is the state in which the total deposits of all banking subsidiaries of
such company were the largest on July 1, 1966, or the date on which
the company became a bank holding company, whichever is later.
12 US.C. § 1841(0)(4)(C).

5. 12 US.C. §8 1842(d)(1)(A) and (B) and 1842(d)(2)(A) and (B).
Old Kent meets the capital and managerial requirements established
under applicable law. Merchants Bank has been in existence and
operated for the minimum period of time required by applicable state
law. On consummation, Old Kent would control less than 10 percent
of the total amount of deposits of insured depository institutions in the
United States and less than 30 percent of total deposits held by insured
depository institutions in Illinois, the state in which Old Kent and
Merchants both operate insured depository institutions. See 205 Ill.
Comp. Stat. 5/21.3 (West 1999). All other requirements under section
3(d) of the BHC Act would be met on consummation of the proposal.
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result in a monopoly or be in furtherance of a monopoly.
Both the BHC Act and the Bank Merger Act also prohibit
the Board from approving a proposal that would substan-
tially lessen competition in any relevant banking market
unless the anticompetitive effects of the proposal in that
banking market are clearly outweighed in the public inter-
est by the probable effect of the proposal in meeting the
convenience and needs of the community to be served.®

Old Kent and Merchants compete directly in the Aurora,
Illinois banking market.” Old Kent is the fifth largest
depository institution in the Aurora banking market, con-
trolling deposits of $205.6 million, representing approxi-
mately 5.7 percent of total deposits in the market (‘“‘market
deposits”).8 Merchants is the second largest depository
institution in the Aurora banking market, controlling de-
posits of $641.2 million, representing approximately
17.7 percent of market deposits. On consummation of the
proposal, Old Kent would become the largest depository
institution in the Aurora banking market, controlling
$846.7 million of deposits, representing 23.3 percent of
market deposits. The change in market concentration, as
measured by the Herfindahl-Hirschman Index (“HHI”), is
consistent with prior Board precedent and the Department
of Justice Merger Guidelines (“DOJ Guidelines”).?

The Department of Justice has reviewed the proposal
and advised the Board that consummation of the proposal
would not likely have a significantly adverse competitive
effect in the Aurora banking market.

Based on these and all other facts of record, the Board
concludes that consummation of the proposal would not
result in any significantly adverse effects on competition or
on the concentration of banking resources in the Aurora
banking market or any other relevant banking market.

6. See 12 US.C. § 1842(c).

7. The Aurora banking market is defined as the southern part of
Kane County; Plano, Bristol, Oswego, Fox, and Kendall Townships in
Kendall County; and Sandwich Township in DeKalb County, all in
Illinois.

8. Market share data are based on calculations that include the
deposits of thrift institutions, which include savings banks and savings
associations, weighted at 50 percent. The Board previously has indi-
cated that thrift institutions have become, or have the potential to
become, significant competitors of commercial banks. See, e.g., Mid-
west Financial Group, 15 Federal Reserve Bulletin 386 (1989);
National City Corporation, 70 Federal Reserve Bulletin 743 (1984).
Thus, the Board regularly has included thrift deposits in the calcula-
tion of market share on a 50-percent weighted basis. See, e.g., First
Hawadaiian, Inc., 77 Federal Reserve Bulletin 52 (1991).

9. Under the DOJ Guidelines (49 Federal Register 26,923 (June 29,
1984)), a market in which the post-merger HHI is more than 1000 and
less than 1800 is considered to be moderately concentrated. The
Department of Justice has informed the Board that a bank merger or
acquisition generally will not be challenged (in the absence of other
factors indicating anticompetitive effects) unless the post-merger HHI
is at least 1800 and the merger increases the HHI by more than 200
points. The Department of Justice has stated that the higher than
normal HHI thresholds for screening bank mergers for anticompeti-
tive effects implicitly recognize the competitive effects of limited-
purpose lenders and other nondepository financial institutions. On
consummation of this proposal, the HHI would increase by 199 points
to 1315 and the Aurora banking market would remain moderately
concentrated, as measured by the HHI.

Other Factors

Both the BHC Act and the Bank Merger Act require the
Board to consider the financial and managerial resources
and future prospects of the companies and banks involved
in the proposal and certain other supervisory factors. The
Board has reviewed these factors in light of all the facts of
record, including reports of examination, other confidential
supervisory information assessing the financial and mana-
gerial resources of the organizations, and financial informa-
tion provided by Old Kent. The Board notes that Old Kent
and Merchants and their subsidiary banks currently are
well capitalized and are expected to remain so on consum-
mation of the proposal. Based on all the facts of record, the
Board concludes that the financial and managerial re-
sources and the future prospects of Old Kent, Merchants,
and their respective subsidiary banks, are consistent with
approval, as are the other supervisory factors the Board
must consider under section 3 of the BHC Act and the
Bank Merger Act.

In addition, the Board is required to consider the effect
of the proposal on the convenience and needs of the
communities to be served. The Board has carefully consid-
ered the effect of the proposal on the convenience and
needs of the communities to be served in light of all the
facts of record, including the records of performance of the
depository institutions of Old Kent under the Community
Reinvestment Act (12 US.C. § 2901 et seq.) (“CRA”),'0
the lending records of Old Kent Bank and its subsidiaries,
the policies and programs designed to ensure compliance
with the fair lending laws, recent data provided by Old
Kent’s depository institutions in regulatory reports, confi-
dential supervisory information, and information provided
by Old Kent. Based on all the facts of record, the Board
concludes that considerations relating to the convenience
and needs factor are consistent with approval of the pro-
posal.

Conclusion

Based on the foregoing, and in light of all the facts of
record, the Board has determined that the applications
should be, and hereby are, approved. The Board’s approval
is specifically conditioned on compliance by Old Kent with
all the commitments made in connection with these appli-
cations, and on the receipt by Old Kent of all necessary

10. The Interagency Questions and Answers Regarding Community
Reinvestment provides that an institution’s most recent CRA perfor-
mance evaluation is an important and often controlling factor in the
consideration of an institution’s CRA record because it represents a
detailed evaluation of the institution’s overall record of performance
under the CRA by its appropriate federal banking supervisor.
64 Federal Register 23,618 and 23,641 (1999). Old Kent Bank
received a “satisfactory” rating at its most recent CRA performance
examination by the Federal Reserve Bank of Chicago, as of August
1997. Old Kent Bank, National Association, Jonesville, Michigan,
received a “satisfactory” rating at its most recent CRA performance
examination by the Office of the Comptroller of the Currency, as of
April 1999.
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approvals from state regulators. For purposes of this ac-
tion, the commitments and conditions relied on by the
Board in reaching its decision are deemed to be conditions
imposed in writing by the Board in connection with its
findings and decision and, as such, may be enforced in
proceedings under applicable law.

The acquisition of Merchants shall not be consummated
before the fifteenth calendar day following the effective
date of this order, or later than three months after the
effective date of this order, unless such period is extended
for good cause by the Board or by the Federal Reserve
Bank of Chicago, acting pursuant to delegated authority.

By order of the Board of Governors, effective Jan-
uary 27, 2000.

Voting for this action: Chairman Greenspan, Vice Chairman Fergu-
son, and Governors Kelley, and Gramlich. Absent and not voting:
Governor Meyer.

ROBERT DEV. FRIERSON
Associate Secretary of the Board

Orders Issued Under Section 4 of the Bank Holding
Company Act

First National Corp. of Ardmore, Inc.
Ardmore, Oklahoma

Order Approving Notice to Engage in Nonbanking
Activities

First National Corp. of Ardmore, Inc. (“FNC”), a bank
holding company within the meaning of the Bank Holding
Company Act (“BHC Act”), has requested the Board’s
approval under section 4(c)8) of the BHC Act
(12 U.S.C. § 1843(c)(8)) and section 225.23 of the Board’s
Regulation Y (12 C.F.R. 225.23) to acquire 33.3 percent of
the outstanding voting shares of Southern Land Title Ser-
vices, Inc., Ardmore, Oklahoma (“Southern”),! and
thereby engage in real estate settlement and title abstract-
ing activities.2 FNC, with total consolidated assets of ap-

1. Southern owns four subsidiaries, Ardmore Abstract Company
(“Ardmore”), Carter County Abstract Company (“Carter”), Execu-
tive Escrow and Closing Services, Inc. (“Executive”), and Consoli-
dated Abstract Company, Inc. (“Consolidated”), all in Ardmore,
Oklahoma. FNC proposes to acquire Southern, Carter, and Executive,
which would provide abstracting and real estate settlement services to
the public without preference for customers of FNC. FNC would also
acquire Consolidated, which is inactive and would remain so after
consummation of this proposal. The current owners of Southern
would retain Ardmore, which would provide title insurance, and
neither FNC nor Southern would have any ownership interest in
Ardmore or provide title insurance. In addition, neither NFC nor
Southern would provide any insurance against title defects, guarantee
any title, provide any certification with respect to a title, or be
responsible for any defects in a title.

2. Real estate title abstracting, as proposed by Notificant, is limited
to reporting factual information concerning the interests in or owner-
ship of selected real property.

proximately $243.9 million, controls one subsidiary bank
in Oklahoma.?

The Board previously has determined by order that real
estate settlement and title abstracting activities are closely
related to banking and permissible for bank holding compa-
nies under section 4(c)(8) of the BHC Act.# Notificant has
committed that it will conduct these activities in accor-
dance with the limitations set forth in Regulation Y and the
Board’s orders and interpretations relating to these activi-
ties.

In order to approve the proposal, the Board also must
determine that performance of the proposed activities is a
proper incident to banking, that is, that the performance of
the proposed activity by FNC “can reasonably be expected
to produce benefits to the public . . . that outweigh possible
adverse effects, such as undue concentration of resources,
decreased or unfair competition, conflicts of interests, or
unsound banking practices.”$

As part of its evaluation of these factors, the Board has
considered the financial and managerial resources of FNC
and the effect of the transaction on those resources. Man-
agement of Southern would not change as a result of this
transaction, and the acquisition would not require addi-
tional managerial resources from FNC. There is no evi-
dence in the record indicating that consummation of this
proposal is likely to result in significantly adverse effects,
such as undue concentration of resources, decreased or
unfair competition, conflicts of interests, or unsound bank-
ing practices.

FNC has indicated that combining the resources and
operations of FNC with the real estate settlement and title
abstracting activities of Southern, Carter and Executive
will result in enhanced real estate settlement and title
abstracting services, including better recordkeeping of real
estate related transactions. In addition, as the Board has
previously noted, there are public benefits to be derived
from permitting capital markets to operate so that bank
holding companies can make potentially profitable invest-
ments in nonbanking companies and from permitting bank-
ing organizations to allocate their resources in the manner
they consider to be most efficient when such investments
and actions are consistent, as in this case, with the relevant
considerations under the BHC Act.®

Based on the foregoing and all the other facts of record,
including the commitments made by FNC, the Board has
determined that the performance of the proposed activity
by FNC can reasonably be expected to produce benefits to
the public that would outweigh any likely adverse effects
under the proper incident to banking standard of sec-
tion 4(c)(8) of the BHC Act.

3. Banking data are as of September 30, 1999.

4. See, 12 C.ER. 225.28(b)(2), and The First National Company,
81 Federal Reserve Bulletin 805 (1995).

5. 12 US.C. § 1843(c)(8).

6. See, e.g., Banc One Corporation, 84 Federal Reserve Bulletin
553 (1998); First Union Corporation, 84 Federal Reserve Bulletin
489 (1998).
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Based on all the facts of record. including the commit-
ments and representations made by FNC, and subject to the
terms and conditions set forth in this order, the Board has
determined that the notice should be, and hereby is, ap-
proved. This determination is subject to all the conditions
set forth in the Board’s Regulation Y, including those in
sections 2257 and 225.25(¢) (12CER. 2257 and
225.25(c)), the conditions in related orders governing the
proposed activities, and the Board’s authority to require
modification or termination of the activity of a bank hold-
ing company or any of its subsidiaries, as the Board finds
necessary to ensure compliance with, or to prevent evasion
of, the provisions and purposes of the BHC Act and the
Board’s regulations and orders issued thereunder. The
Board’s decision is specifically conditioned on compliance
with all the commitments made in the notice, including the
commitments and conditions discussed in this order. The
commitments and conditions relied on in reaching this
decision shall be deemed to be conditions imposed in
writing by the Board in connection with its findings and
decision and, as such, may be enforced in proceedings
under applicable law.

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

By order of the Board of Governors, effective Janu-
ary 10, 2000.

Voting for this action: Chairman Greenspan and Governors Kelley,
Meyer, and Gramlich. Absent and not voting: Vice Chairman Fergu-
son.

ROBERT DEV. FRIERSON
Associate Secretary of the Board

North Fork Bancorporation, Inc.
Melville, New York

Order Approving the Acquisition of a Savings
Association

North Fork Bancorporation, Inc., Melville, New York
(“North Fork™), a bank holding company within the mean-
ing of the Bank Holding Company Act (“BHC Act”), has
requested the Board’s approval under section 4(c)(8) of the
BHC Act (12 U.S.C. § 1843(c)(8)) and section 225.24 of
the Board’s Regulation Y (12 C.ER. 225.24) to acquire all
the voting shares of JSB Financial, Inc. (“JSB”) and
thereby acquire JSB’s wholly owned subsidiary, Jamaica
Savings Bank FSB (“Jamaica Savings™), both of Lyn-
brook, New York.!

1. North Fork’s wholly owned subsidiary bank, North Fork Bank,
Mattituck, New York, would merge with Jamaica Savings, and North
Fork Bank would be the surviving institution. The merger is subject to
approval by the Federal Deposit Insurance Corporation (“FDIC”)
under section 18(c) of the Federal Deposit Insurance Act (12 U.S.C.

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(64 Federal Register 56,791 (1999)). The time for filing
comments has expired, and the Board has considered the
notice and all comments received in light of the factors set
forth in section 4(c)}(8) of the BHC Act.

North Fork, with total consolidated assets of $11.5 bil-
lion, is the 15th largest depository institution in New York,
controlling deposits of approximately $6.3 billion, repre-
senting 1.5 percent of total deposits in depository institu-
tions in the state (““state deposits”).2 JSB is the 39th largest
depository institution in New York, controlling deposits of
$1.2 billion, representing less than 1 percent of state depos-
its. On consummation of the proposal and the Reliance
transaction, North Fork would become the 11th largest
depository institution in New York, controlling deposits of
approximately $9.1 billion, representing approximately
2.2 percent of state deposits.

The Board previously has determined by regulation that
the operation of a savings association by a bank holding
company is closely related to banking for purposes of
section 4(c)(8) of the BHC Act.®> The Board requires that
savings associations acquired by bank holding companies
conform their direct and indirect activities to those permis-
sible for bank holding companies under section 4 of the
BHC Act. North Fork has committed to conform all the
activities of Jamaica Savings to those permissible under
section 4(c)(8) of the BHC Act and Regulation Y.

Competitive Considerations

In order to approve the proposal, the Board also is required
by section 4(c)(8) of the BHC Act to determine that the
acquisition of JSB by North Fork ‘“can reasonably be
expected to produce benefits to the public . . . that out-
weigh possible adverse effects, such as undue concentra-
tion of resources, decreased or unfair competition, conflicts
of interest, or unsound banking practices.”* As part of its
consideration of these factors, the Board has considered
carefully the competitive effects of the proposal in light of
all the facts of record.>

North Fork and JSB compete directly in the Metropoli-
tan New York/New Jersey banking market.® On consum-

§ 1828(c)) (“Bank Merger Act”) and by the New York State Banking
Department (“NYSBD”). In addition, North Fork has filed a separate
notice with the Board to merge with Reliance Bancorp, Inc. (“‘Reli-
ance”) and thereby acquire Reliance Federal Savings Bank (*“Reli-
ance Savings”), both of Garden City, New York (“the Reliance
transaction”).

2. Asset data are as of June 30, 1999, and state deposit data are as of
June 30, 1998. In this context, depository institutions include commer-
cial banks, savings banks, and savings associations.

3. 12 C.ER. 225.28(b)(4).

4. 12 US.C. § 1843(c)(8).

5. See First Hawaiian, Inc., 79 Federal Reserve Bulletin 966
(1993).

6. The Metropolitan New York/New Jersey banking market in-
cludes Bronx, Dutchess, Kings, Nassau, New York, Orange, Putnam,
Queens, Richmond, Rockland, Suffolk, Sullivan, Ulster, and
Westchester Counties in New York; Bergen, Essex, Hudson, Hunter-
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mation of the proposal and the Reliance transaction, North
Fork would be the 10th largest depository institution in the
Metropolitan New York/New Jersey banking market, con-
trolling deposits of $9.3 billion, representing approxi-
mately 2.2 percent of market deposits.” The Herfindahl—
Hirschman Index (“HHI”) would decrease by 3 points to
783, and numerous competitors would remain in the mar-
ket.® Based on these and all other facts of record, the Board
concludes that consummation of the proposal would not
result in any significantly adverse effects on competition or
on the concentration of banking resources in the New York
banking market or any other relevant banking market.

Record of Performance Under the Community
Reinvestment Act

In acting on notices to acquire a savings association, the
Board reviews the records of performance of the relevant
depository institutions under the Community Reinvestment
Act (12 US.C. § 2901 et seq.) (“CRA”).° The Board has
reviewed the record of performance of North Fork Bank in
light of all the facts of record, including comments re-
ceived from Inner City Press/Community on the Move
(“ICP”"). ICP contends that the number and volume of
small business loans made by North Fork Bank in the
Bronx and in predominantly minority and low- and
moderate-income (“LMI) areas of New York City are
inadequate in comparison to North Fork Bank’s market
share of deposits in these areas and in comparison to North
Fork Bank’s lending record in other parts of its assessment
area. ICP also maintains, based primarily on data filed

don, Middlesex, Monmouth, Morris, Ocean, Passaic, Somerset, Sus-
sex, Union, Warren, and a portion of Mercer Counties in New Jersey;
Pike County in Pennsylvania; and portions of Fairfield and Litchfield
Counties in Connecticut.

7. Market share data are as of June 30, 1998, and are based on
calculations in which the deposits of thrift institutions, other than
Jamaica Savings and Reliance Savings, are included at 50 percent.
The Board previously has indicated that thrift institutions have be-
come, or have the potential to become, significant competitors of
commercial banks. See WM Bancorp, 76 Federal Reserve Bulletin
788 (1990); National City Corporation, 70 Federal Reserve Bulletin
743 (1984). Because the Board has analyzed the competitive factors in
this case as if North Fork Bank, Jamaica Savings, and Reliance
Savings were a combined entity, the deposits of Jamaica Savings and
Reliance Savings are included at 100 percent in the calculation of pro
forma market share. See Norwest Corporation, 18 Federal Reserve
Bulletin 452 (1992); First Banks, Inc., 76 Federal Reserve Bulletin
669 (1990).

8. Under the revised Department of Justice Merger Guidelines,
49 Federal Register 26,823 (June 29, 1984), a market in which the
post- merger HHI is less than 1000 is considered to be unconcen-
trated. The Department of Justice has informed the Board that, as a
general matter, a bank merger or acquisition will not be challenged in
the absence of other factors indicating anticompetitive effects, unless
the post-merger HHI is at least 1800 and the merger or acquisition
increases the HHI by 200 points. The Department of Justice has stated
that the higher than average HHI thresholds for screening bank
mergers for anticompetitive effects implicitly recognize the competi-
tive effects of limited-purpose lenders and other nondepository finan-
cial entities.

9. See, e.g., Banc One Corporation, 83 Federal Reserve Bulletin
602 (1997).

under the Home  Mortgage Disclosure  Act
(12 US.C. § 2801 et seq.) (“HMDA”), that North Fork
Bank’s record of home mortgage lending indicates dispari-
ties in the bank’s treatment of minorities in New York City
and in Nassau and Suffolk Counties.

A. CRA Performance Examinations

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

North Fork Bank received an overall rating of “satisfac-
tory” from its primary federal supervisor, the FDIC, at its
most recent evaluation for CRA performance, as of March
1997 (““1997 Examination’). As of the same date, the
NYSBD rated as ‘“‘satisfactory” North Fork Bank’s perfor-
mance in helping to meet the credit needs of its entire
community pursuant to New York law (*“*State Examina-
tion”).!! Jamaica Savings also received an overall rating of
“satisfactory” from its primary federal supervisor, the
Office of Thrift Supervision, at its most recent evaluation
for CRA performance, as of August, 1996.

B. Lending Record of North Fork Bank

During 1998, the Board twice reviewed North Fork’s
record of CRA performance in light of comments submit-
ted by ICP.'2 For reasons set forth in detail in those orders,
the Board concluded that the CRA performance record of
North Fork was consistent with approval under the BHC
Act.1?

The 1997 Examination commended North Fork Bank for
its record of lending in LMI areas and to LMI individuals,
based on HMDA data for 1995 and 1996. In 1997 and
1998, North Fork Bank continued to make a higher per-

10. Interagency Questions and Answers Regarding Community
Reinvestment, 64 Federal Register 23,618 and 23,641 (1999) (“Inter-
agency Questions and Answers”).

11. N.Y. Banking Law § 28-b.

12. See North Fork Bancorporation, Inc., 84 Federal Reserve
Bulletin 290 (1998) (“*New York Bancorp Order’); North Fork Ban-
corporation, Inc., 84 Federal Reserve Bulletin 477 (1998) (acquisition
of up to 9.9 percent of the voting shares of Long Island Bancorp, Inc.).

13. In the New York Bancorp Order, the Board stated that it
expected North Fork to address the lending areas criticized by the
NYSBD in the State Examination, and that the Board would consider
North Fork’s progress in this regard when considering future applica-
tions by North Fork. The Board has reviewed information received
from other supervisory agencies on North Fork Bank’s efforts in these
areas, including North Fork Bank’s progress in fulfilling its commit-
ments to the NYSBD. Based on all the facts of record, the Board
concludes that North Fork Bank’s progress in the lending areas noted
in the New York Bancorp Order is consistent with approval of this
notice.
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centage of HMDA-related loans'# in LMI census tracts
than did lenders in the aggregate.'> In 1998, North Fork
Bank made 30.9 percent of its HMDA -related loans in LM1
census tracts, compared with 14.1 percent by lenders in the
aggregate.'s North Fork Bank also increased the percent-
age of its HMDA -related loans that it made to LMI individ-
uals from 17 percent in 1995 to 22 percent in each of 1997
and 1998.7

Mortgage loans on multifamily rental dwellings (*“‘multi-
family loans”) constituted a primary credit product offered
by North Fork Bank to address housing-related credit needs
in its assessment area. The State Examination of North
Fork Bank found that multifamily loans represented
71 percent by dollar volume of all HMDA-related loans
made by the bank in 1996. In 1998, North Fork Bank
originated $293 million in multifamily loans. which ac-
counted for 49.3 percent by dollar volume of all North
Fork Bank’s HMDA-related loans for the year.!3 Also in
1998, North Fork Bank originated 48 percent of its multi-
family loans in LMI census tracts, and 43 percent of its
multifamily loans in minority census tracts.

North Fork Bank engages in a significant amount of
small business lending. In 1998, North Fork Bank made
2,075 loans to small businesses.'® Of those loans, 23 per-
cent were made in LMI census tracts in North Fork Bank’s
assessment area, compared with 17 percent for lenders in
the aggregate. In 1998, North Fork Bank also increased its
loans to small businesses in minority census tracts in its
assessment area, to 136, from 104 in 1997.20

14. HMDA-related loans include loans reported under HMDA as
well as modification, extension, and consolidation agreements
(“MECA loans”’) for HMDA-reported loans. MECA loans are not
reported under HMDA, but may be considered in evaluating an
institution’s CRA performance. See Interagency Questions and An-
swers, 64 Federal Register at 23,634.

15. The aggregate represents the cumulative lending for all institu-
tions that have reported HMDA data in a given market.

16. LMI census tracts comprise approximately 28 percent of the
total number of census tracts in North Fork Bank’s current assessment
area.

17. Lenders in the aggregate in North Fork Bank’s assessment area
made 16.2 percent of their HMDA-related loans to LMI individuals in
1998.

18. In 1998, North Fork Bank originated $76 million of multifamily
loans in the Bronx, accounting for 26 percent of all multifamily loans
made by North Fork Bank in its assessment area.

19. For purposes of this order, a loan to a small business means a
loan made to a business with gross annual revenues of $1 million of
less.

20. ICP contends that North Fork Bank gathers deposits in less
affluent and predominantly minority areas, such as the Bronx. and
concentrates its loans and investments in more affluent and nonminor-
ity areas. In ICP’s view, North Fork Bank should be required to
increase its small business lending in the Bronx and similar areas to
reflect more closely its level of deposits in those areas. The Board has
reviewed North Fork Bank’s record of lending to small businesses
throughout its assessment area, including minority and LMI census
tracts in all portions of its assessment area. While North Fork Bank’s
lending to small businesses in specific segments of its assessment area
may not closely correspond to the bank’s market share of deposits in
those segments at a particular point in time, small business lending is
not the only use made of deposits. As explained above, the Board also
has considered that North Fork Bank provides significant multifamily

ICP alleges that HMDA data from North Fork Bank
indicate that the bank discriminates against minorities in
violation of fair lending laws. North Fork denies these
allegations and has provided HMDA data and other infor-
mation on its lending programs designed to serve minority
and LMI communities. In 1998 in North Fork Bank’s
assessment area in the New York City Metropolitan Statis-
tical Area, for example, North Fork Bank’s denial disparity
ratio for African Americans was 1.32:1, compared with
1.69:1 for lenders in the aggregate, and North Fork Bank’s
denial disparity ratio for Hispanics was 0.9:1, compared
with 1.52:1 for lenders in the aggregate.?! In the Nassau-
Suffolk Metropolitan Statistical Area, however, North Fork
Bank’s denial disparity ratios in 1998 were 2.27:1 for
African Americans and 2.92:1 for Hispanics, compared
with denial disparity ratios of 1.82:1 and 1.48:1, respec-
tively, for lenders in the aggregate. For its assessment area
overall, North Fork Bank’s 1998 denial disparity ratios
were 1.70:1 for African Americans and 1.81:1 for Hispan-
ics, compared with 1.74:1 and 1.52:1 for lenders in the
aggregate.??

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

Because of the limitations of HMDA data, the Board has
carefully reviewed other information concerning North
Fork Bank’s record of lending to minority and LMI indi-
viduals. In particular, the Board has carefully reviewed

housing credit and provides other types of credit, including consumer
loans and single family housing loans, throughout North Fork Bank’s
assessment area.

21. North Fork Bank’s assessment area in the New York City
Metropolitan Statistical Area is composed of the entire metropolitan
statistical area except for Putnam County, New York.

22. The record also reflects that North Fork Bank received a
significantly smaller percentage of HMDA-related loan applications
from minority and LMI individuals than did lenders in the aggregate,
and that the bank made a correspondingly smaller percentage of its
HMDA -related loans to minority and LMI borrowers. For example, in
1998, North Fork Bank made 3.3 percent of its HMDA-related loans
to African Americans and 2.6 percent of such loans to Hispanics,
compared with rates of 10 percent and 5.8 percent, respectively, for
lenders in the aggregate. As discussed in this order, however, in 1998
North Fork Bank made approximately half of its HMDA-related loans
by dollar volume as multifamily loans rather than as 1- to 4-family
home mortgage loans, and 43 percent of its multifamily loans were
made in minority census tracts.

23. The data, for example, do not provide a basis for an independent
assessment of whether an applicant who was denied credit was, in
fact, creditworthy. Information about credit history problems and
excessive debt levels relative to income (reasons most frequently cited
for a credit denial) are not available from HMDA data.
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examination reports, which provide on-site evaluations of
compliance by North Fork Bank with the fair lending laws.
In the 1997 Examination, FDIC examiners found no evi-
dence of prohibited discriminatory practices or of any
practices intended to discourage applications for the types
of credit set forth in the bank’s CRA statement.2* NYSBD
examiners also found no evidence of any prohibited dis-
criminatory or illegal credit practices in their 1997 evalua-
tion of North Fork Bank. In addition, FDIC examiners
concluded that North Fork Bank’s management had dem-
onstrated a commitment to making loans in LMI census
tracts and to LMI individuals and favorably noted that the
bank had a formal “second review” process for all residen-
tial mortgage loan applications before issuing an adverse
action letter.

The Board also has considered the quarterly reports
concerning the lending activity of North Fork Bank during
1998 and the first quarter of 1999 that were submitted by
North Fork to the Federal Reserve Bank of New York as
required in the New York Bancorp Order, and confidential
information provided by the FDIC and the NYSBD con-
cerning North Fork Bank’s lending activities. These re-
ports and information also indicate in general that North
Fork Bank continues to address the disparities in its lend-
ing record.

North Fork Bank also is involved in several initiatives to
assist in meeting the credit needs of LMI communities and
individuals. North Fork Bank continues to offer mortgage
loans through State of New York Mortgage Agency pro-
grams, originating a total of 48 such loans in 1998 and the
first three quarters of 1999. North Fork Bank also origi-
nated 171 loans during the first three quarters of 1999
through its proprietary Affordable Housing Programs,
which provide below market interest rate loans to LMI
borrowers, and reduced private mortgage insurance re-
quirements. North Fork Bank also has invested $4.2 mil-
lion in the Community Preservation Corporation, a private,
nonprofit lender focusing on financing LMI housing, and
has outstanding commitments of $800,000 to Neighbor-
hood Housing Services of New York City, which assists in
creating and preserving affordable housing in New York
City neighborhoods.

C. Branch Closings

ICP also expresses concern that consummation of the
proposal would result in branch closings. North Fork has
stated that the proposal is likely to result in some consoli-
dation involving pairs of newly acquired and existing North
Fork Bank branches. North Fork has submitted preliminary
and confidential information identifying these branches

24. As noted in the New York Bancorp Order, FDIC examiners
identified certain technical violations of the fair lending laws during
the 1997 Examination, but stated that these matters were addressed by
the bank’s management during that examination.

and has indicated that it has not made a final determination
on the consolidation of any branch. 25

The Board has carefully considered all the facts of
record concerning branch closings, including the prelimi-
nary branch consolidation information submitted by North
Fork and North Fork’s record in opening and closing
branches. The Board notes that only one pair of branches
under consideration for consolidation is in an LMI area.
Furthermore, examiners at the most recent CRA examina-
tion of North Fork Bank reviewed its record of opening
and closing branches and found that none of the branches
closed from 1995 to 1997 were in an LMI census tract.
Examiners also found that in all instances of branch clos-
ings, North Fork Bank had an existing branch near the
closed branch. The Board notes that any branches closed
would be closed pursuant to North Fork Bank’s branch
closing policy, which requires consideration of the commu-
nity’s needs and the impact of the closing on the neighbor-
hood. The FDIC has reviewed North Fork Bank’s branch
closing policy and found it satisfactory.

The Board also has considered that federal banking law
provides a specific mechanism for addressing branch clos-
ings. Federal law requires an insured depository institution
to provide notice to the public and to the appropriate
federal supervisory agency before closing a branch.?¢ The
law does not authorize federal regulators to prevent the
closing of any branch. Any branch closings resulting from
the proposal will be considered by the appropriate federal
supervisor at the next CRA examination of the relevant
subsidiary depository institution.

D. Conclusion on CRA Performance Records

The Board has carefully considered all the facts of record,
including ICP’s comments, in reviewing the CRA perfor-
mance records of the institutions involved. Based on a
review of the entire record, and for the reasons discussed
above, the Board concludes that the CRA performance
records of the institutions involved, including North Fork
Bank, are consistent with approval of the proposal.

Other Considerations

In connection with its review of the public interest factors
under section 4 of the BHC Act, the Board also has

25. ICP asserts that North Fork should make public a list of
branches under consideration for consolidation or closure. The release
of preliminary branch closing data may cause competitive harm to
North Fork, and such data is exempt from public disclosure under the
Freedom of Information Act (5 U.S.C. § 552(b)(4)) and the Board’s
Rules Regarding Availability of Information (12 C.F.R. 261.14(a)(4)).

26. Section 42 of the Federal Deposit Insurance Act (12 US.C.
§ 1831r-1), as implemented by the Joint Policy Statement Regarding
Branch Closings (64 Federal Register 34,844 (1999)), requires that a
bank provide the public with at least 30 days notice and the appropri-
ate federal supervisory agency with at least 90 days notice before the
date of the proposed branch closing. The bank also is required to
provide reasons and other supporting data for the closure, consistent
with the institution’s written policy for branch closings.
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carefully reviewed the financial and managerial resources
of North Fork and JSB and their respective subsidiaries
and the effect the transaction would have on such resources
in light of all the facts of record.?” The Board has reviewed,
among other things, confidential reports of examination
and other supervisory information received from the pri-
mary federal supervisors of the organizations. Based on all
the facts of record, the Board concludes that the financial
and managerial resources of the organizations involved in
the proposal are consistent with approval.

The record indicates that consummation of the proposal
would result in benefits to consumers and businesses. The
proposal would enable North Fork to provide Jamaica
Savings’ customers with access to a broad array of prod-
ucts and services, including commercial bank products,
throughout an expanded service area.. Additionally, there
are public benefits to be derived from permitting capital
markets to operate so that bank holding companies may
make potentially profitable investments in nonbanking
companies and from permitting banking organizations to
allocate their resources in the manner they believe is most
efficient when, as in this case, those investments are consis-
tent with the relevant considerations under the BHC Act.
Based on all the facts of record, the Board has determined
that consummation of this proposal can reasonably be
expected to produce public benefits that would outweigh
any likely adverse effects under the proper incident to
banking standard of section 4(c)(8) of the BHC Act.

Conclusion

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

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

By order of the Board of Governors, effective Janu-
ary 10, 2000.

27. See 12 C.FR. 225.26.

Voting for this action: Chairman Greenspan and Governors Kelley,
Meyer, and Gramlich. Absent and not voting: Vice Chairman Fergu-
son.

ROBERT DEV. FRIERSON
Associate Secretary of the Board

North Fork Bancorporation, Inc.
Melville, New York

Order Approving the Acquisition of a Savings
Association

North Fork Bancorporation, Inc., Melville, New York
(“North Fork™), a bank holding company within the mean-
ing of the Bank Holding Company Act (“BHC Act”), has
requested the Board’s approval under section 4(c}(8) of the
BHC Act (12 US.C. § 1843(c)(8)) and section 225.24 of
the Board’s Regulation Y (12 C.ER. 225.24) to acquire all
the voting shares of Reliance Bancorp, Inc. (“Reliance”)
and thereby acquire Reliance’s wholly owned subsidiary,
Reliance Federal Savings Bank (‘“‘Reliance Savings’), both
of Garden City, New York.!

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(64 Federal Register 56,791 (1999)). The time for filing
comments has expired, and the Board has considered the
notice and all comments received in light of the factors set
forth in section 4(c)(8) of the BHC Act.

North Fork, with total consolidated assets of $11.5 bil-
lion, is the 15th largest depository institution in New York,
controlling deposits of approximately $6.3 billion, repre-
senting 1.5 percent of total deposits in depository institu-
tions in the state (“state deposits”).? Reliance is the 32nd
largest depository institution in New York, controlling
deposits of $1.6 billion, representing less than 1 percent of
state deposits. On consummation of the proposal and the
JSB transaction, North Fork would become the 11th largest
depository institution in New York, controlling deposits of
approximately $9.1 billion, representing approximately
2.2 percent of state deposits.

The Board previously has determined by regulation that
the operation of a savings association by a bank holding
company is closely related to banking for purposes of
section 4(c)(8) of the BHC Act.? The Board requires that
savings associations acquired by bank holding companies

1. North Fork’s wholly owned subsidiary bank, North Fork Bank,
Mattituck, New York, would merge with Reliance Savings, and North
Fork Bank would be the surviving institution. The merger is subject to
approval by the Federal Deposit Insurance Corporation (“FDIC")
under section 18(c) of the Federal Deposit Insurance Act (12 U.S.C.
§ 1828(c)) (“Bank Merger Act”) and by the New York State Banking
Department (“NYSBD”). In addition, North Fork has filed a separate
notice with the Board to merge with JSB Financial, Inc. (“JSB”") and
thereby acquire Jamaica Savings FSB (“Jamaica Savings”), both of
Lynbrook, New York (*‘the JSB transaction”).

2. Asset data are as of June 30, 1999, and state deposit data are as of
June 30, 1998. In this context, depository institutions include commer-
cial banks, savings banks, and savings associations.

3. 12 C.ER. 225.28(b)(4).
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conform their direct and indirect activities to those permis-
sible for bank holding companies under section 4 of the
BHC Act. North Fork has committed to conform all the
activities of Jamaica Savings to those permissible under
section 4(c)(8) of the BHC Act and Regulation Y.

In order to approve the proposal, the Board also is
required by section 4(c)(8) of the BHC Act to determine
that that the acquisition of Reliance by North Fork “can
reasonably be expected to produce benefits to the pub-
lic ... that outweigh possible adverse effects, such as un-
due concentration of resources, decreased or unfair compe-
tition, conflicts of interest, or unsound banking practices.”*
As part of its consideration of these factors, the Board has
considered carefully the competitive effects of the proposal
in light of all the facts of record.’

North Fork and Reliance compete directly in the Metro-
politan New York/New Jersey banking market.® On con-
summation of the proposal and the JSB transaction, North
Fork would be the 10th largest depository institution in the
Metropolitan New York/New Jersey banking market, con-
trolling deposits of $9.3 billion, representing approxi-
mately 2.2 percent of market deposits.” The Herfindahl-
Hirschman Index (“HHI”’) would decrease by 3 points to
783, and numerous competitors would remain in the mar-
ket.® Based on these and all other facts of record, the Board
concludes that the consummation of the proposal would
not result in any significantly adverse effects on competi-

4. 12 US.C. § 1843(c)(8).

5. See First Hawaiian, Inc., 79 Federal Reserve Bulletin 966
(1993).

6. The Metropolitan New York/New Jersey banking market in-
cludes Bronx, Dutchess, Kings, Nassau, New York, Orange, Putnam,
Queens, Richmond, Rockland, Suffolk, Sullivan, Ulster, and
Westchester Counties in New York; Bergen, Essex, Hudson, Hunter-
don, Middlesex, Monmouth, Morris, Ocean, Passaic, Somerset, Sus-
sex, Union, Warren, and a portion of Mercer Counties in New Jersey;
Pike County in Pennsylvania; and portions of Fairfield and Litchfield
Counties in Connecticut.

7. Market share data are as of June 30, 1998, and are based on
calculations in which the deposits of thrift institutions, other than
Jamaica Savings and Reliance Savings, are included at 50 percent.
The Board previously has indicated that thrift institutions have be-
come, or have the potential to become, significant competitors of
commercial banks. See WM Bancorp, 76 Federal Reserve Bulletin
788 (1990); National City Corporation, 710 Federal Reserve Bulletin
743 (1984). Because the Board has analyzed the competitive factors in
this case as if North Fork Bank, Jamaica Savings, and Reliance
Savings were a combined entity, the deposits of Jamaica Savings and
Reliance Savings are included at 100 percent in the calculation of pro
forma market share. See Norwest Corporation, 18 Federal Reserve
Bulletin 452 (1992); First Banks, Inc., 76 Federal Reserve Bulletin
669 (1990).

8. Under the revised Department of Justice Merger Guidelines,
49 Federal Register 26,823 (June 29, 1984), a market in which the
post- merger HHI is less than 1000 is considered to be unconcen-
trated. The Department of Justice has informed the Board that, as a
general matter, a bank merger or acquisition will not be chatlenged in
the absence of other factors indicating anticompetitive effects, unless
the post-merger HHI is at least 1800 and the merger or acquisition
increases the HHI by 200 points. The Department of Justice has stated
that the higher than average HHI thresholds for screening bank
mergers for anticompetitive effects implicitly recognize the competi-
tive effects of limited-purpose lenders and other nondepository finan-
cial entities.

tion or on the concentration of banking resources in the
New York banking market or any other relevant banking
market.

In acting on notices to acquire a savings association, the
Board also reviews the records of performance of the
relevant depository institutions under the Community Rein-
vestment Act (12 US.C. § 2901 et seq.) (“CRA”).° In its
order approving the notice filed by North Fork in connec-
tion with the JSB transaction (“JSB Order™), the Board
reviewed the record of CRA performance of North Fork
Bank in light of all the facts of record, including comments
received from Inner City Press/Community on the Move
(“ICP”’). The comments received from ICP on this pro-
posal are identical to the comments filed with the Board in
connection with the JSB transaction. Accordingly, for rea-
sons set forth in detail in the JSB Order, and after consider-
ing the CRA record of Reliance Savings, the Board con-
cludes that the CRA performance records of North Fork
Bank and Reliance Savings are consistent with approval of
the proposal.!°

In connection with its review of the public interest
factors under section 4 of the BHC Act, the Board also has
carefully reviewed the financial and managerial resources
of North Fork and Reliance and their respective subsidiar-
ies and the effect the transaction would have on such
resources in light of all the facts of record.!' The Board has
reviewed, among other things, confidential reports of ex-
amination and other supervisory information received from
the primary federal supervisors of the organizations. Based
on all the facts of record, the Board concludes that the
financial and managerial resources of the organizations
involved in the proposal are consistent with approval.

The record indicates that consummation of the proposal
would result in benefits to consumers and businesses. The
proposal would enable North Fork to provide Reliance
Savings’ customers with access to a broad array of prod-
ucts and services, including commercial bank products,
throughout an expanded service area. Additionally, there
are public benefits to be derived from permitting capital
markets to operate so that bank holding companies may
make potentially profitable investments in nonbanking
companies and from permitting banking organizations to
allocate their resources in the manner they believe is most
efficient when, as in this case, those investments are consis-
tent with the relevant considerations under the BHC Act.
Based on ali the facts of record, the Board has determined
that consummation of this proposal can reasonably be
expected to produce public benefits that would outweigh
any likely adverse effects under the proper incident to
banking standard of section 4(c)(8) of the BHC Act.

9. See, e.g., Banc One Corporation, 83 Federal Reserve Bulletin
602 (1997).

10. The Board also notes that Reliance Savings received an overall
rating of “satisfactory” from its primary federal supervisor, the Office
of Thrift Supervision, at its most recent evaluation for CRA perfor-
mance, as of November, 1998,

11. See 12 C.FR. 225.26.
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Based on the foregoing and all the facts of record, the
Board has determined that the notice should be, and hereby
is, approved. The Board’s approval of the proposal is
specifically conditioned on compliance by North Fork with
the commitments made in connection with this notice. The
Board’s determination also is subject to all the conditions
in Regulation Y, including those in sections 225.7 and
225.25(c) (12 C.ER. 225.7 and 225.25(c)), and to the
Board’s authority to require such modification or termina-
tion of the activities of a holding company or any of its
subsidiaries as the Board finds necessary to ensure compli-
ance with, or to prevent evasion of, the provisions and
purposes of the BHC Act and the Board’s regulations and
orders issued thereunder. The commitments and conditions
relied on by the Board in reaching this decision shall be
deemed to be conditions imposed in writing by the Board
in connection with its findings and decision and, as such,
may be enforced in proceedings under applicable law.

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

By order of the Board of Governors, effective Janu-
ary 10, 2000.

Voting for this action: Chairman Greenspan and Governors Kelley.
Meyer, and Gramlich. Absent and not voting: Vice Chairman Fergu-
son.

ROBERT DEV. FRIERSON
Associate Secretary of the Board

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

Centura Banks, Inc.
Rocky Mount, North Carolina

Centura Bank
Rocky Mount, North Carolina

Order Approving the Acquisition of a Bank Holding
Company, Merger of Banks. and Establishment of
Branches

Centura Banks, Inc. (“CBI”), a bank holding company
within the meaning of the Bank Holding Company Act
(“BHC Act”), has requested the Board’s approval under
section 3 of the BHC Act (12 U.S.C. § 1842) to merge with
Triangle Bancorp, Inc., Raleigh, North Carolina (“Trian-
gle”), and thereby acquire Triangle’s wholly owned sub-
sidiary banks, Triangle Bank, Raleigh, and Bank of Meck-
lenburg (*‘Mecklenburg™), Charlotte, both in North
Carolina. CBI’s lead bank, Centura Bank, a state member
bank, has applied under section 18(c) of the Federal De-
posit Insurance Act (12 U.S.C. § 1828(c)) (the “Bank
Merger Act”) to merge with Triangle Bank and Mecklen-
burg, with Centura Bank as the survivor. Centura Bank has

also applied under section 9 of the Federal Reserve Act
(12 US.C. § 321) to retain and operate branches at the
locations of the main offices and branches of Triangle Bank
and Mecklenburg.

In addition, CBI has requested the Board’s approval
under section 4(c)(8) of the BHC Act (12 US.C.
§ 1843(c)(8)) to acquire Triangle’s wholly owned non-
banking subsidiary, Coastal Leasing, L.L.C., Greenville,
North Carolina (*“Coastal Leasing”), and thereby engage
in leasing activities in accordance with section
225.28(b)(3) of Regulation Y.

Notice of the applications, affording interested persons
an opportunity to submit comments, has been published
(64 Federal Register 63,814 (1999)). As required by the
Bank Merger Act and the Board’s Rules of Procedure
(12 C.ER. 262.3(b)), reports on the competitive effects of
the merger were requested from the U.S. Attorney General
and the other federal banking agencies. The time for filing
comments has expired, and the Board has considered
the applications and all the facts of record in light of the
factors set forth in sections 3 and 4 of the BHC Act, the
Bank Merger Act, and section 9 of the Federal Reserve
Act.

CBI, with consolidated assets of approximately
$8.8 billion, is the 64th largest commercial banking organi-
zation in the United States.! CBI is the sixth largest com-
mercial banking organization in North Carolina, control-
ling deposits of $5.5 billion, representing 5.5 percent of the
total deposits in commercial banking organizations in
North Carolina. Triangle, with consolidated assets of ap-
proximately $2.3 billion, is the 144th largest commercial
banking organization in the United States. Triangle is the
eighth largest commercial banking organization in North
Carolina, controlling deposits of $1.8 billion, representing
1.7 percent of the total deposits in commercial banking
organizations in North Carolina.

After consummation of the proposal, CBI would become
the 58th largest commercial banking organization in the
United States, with consolidated assets of approximately
$11 billion and would remain the sixth largest commercial
banking organization in North Carolina, controlling depos-
its of $7 billion, representing 6.9 percent of the total
deposits in commercial banking organizations in North
Carolina.

Competitive Considerations

Section 3 of the BHC Act prohibits the Board from approv-
ing a proposal that would result in a monopoly or be in
furtherance of an attempt to monopolize the business of
banking. The BHC Act also prohibits the Board from
approving a proposal that would substantially lessen com-
petition in any relevant banking market unless the anticom-
petitive effects of the proposal in that banking market are
clearly outweighed in the public interest by the probable

1. Asset data are as of September 30, 1999, and deposit data are as
of June 30, 1998.



Legal Developments 233

effect of the proposal in meeting the convenience and
needs of the community to be served.?

CBI and Triangle compete directly in eighteen banking
markets.? The Board has carefully reviewed the competi-
tive effects of the proposal in each of these banking mar-
kets in light of all the facts of record, including the number
of competitors that would remain in the market, the share
of total deposits in depository institutions* in the market
(“market deposits”) controlled by each competitor in the
market, the concentration level of market deposits in the
market and the increase in this level as measured by the
Herfindahl-Hirschman Index (“HHI”') under the Depart-
ment of Justice Merger Guidelines (“DOJ Guidelines™),’
and other characteristics of the market.

Banking Markets without Divestitures. Consummation
of the proposal without divestitures would be consistent
with Board precedent and the DOJ Guidelines in eleven
banking markets: Charlotte-Rock Hill, Durham-Chapel
Hill, Fayetteville, Goldsboro, Greenville, New Bern, Ra-
leigh, Richmond County, Robeson County, Wilmington,
and Sanford.S In these markets, the Board has determined,
in light of the number of competitors that would remain in
each market, the characteristics of each market, the pro-
jected increase in the concentration of total deposits in
depository institutions in each market, and the resulting
market share, that consummation of the proposal would not
likely result in a significantly adverse effect on competi-
tion.

Banking Markets with Proposed Divestitures. In the
seven remaining banking markets in which CBI and Trian-
gle directly compete, the resulting HHI would exceed the
DOJ Guidelines. In order to mitigate the potential anticom-
petitive effects of the proposal in five of these markets

2. See 12 US.C. § 1842(c).

3. These banking markets are described in Appendix A.

4. In this context, depository institutions include commercial banks,
savings banks, and savings associations. Market share data are based
on calculations that include the deposits of thrift institutions at
50 percent. The Board previously has indicated that thrift institutions
have become, or have the potential to become, significant competitors
of commercial banks. See, e.g., Midwest Financial Group 75 Federal
Reserve Bulletin 386 (1989); National City Corporation, 70 Federal
Reserve Bulletin 743 (1983). Thus, the Board has regularly included
thrift deposits in the calculation of market share on a 50-percent
weighted basis. See, e.g., First Hawaiian, Inc., 77 Federal Reserve
Bulletin 52 (1991).

5. Under the DOJ Guidelines, 49 Federal Register 26,923 (1984), a
market is considered moderately concentrated when the post-merger
HHI is between 1000 and 1800, and is considered highly concentrated
when the post-merger HHI is more than 1800. The Department of
Justice has informed the Board that a bank merger or acquisition
generally will not be challenged (in the absence of other factors
indicating anticompetitive effects) unless the post-merger HHI is at
least 1800 and the merger increases the HHI by more than 200 points.
The Department of Justice has stated that the higher than normal HHI
thresholds for screening bank mergers for anitcompetitive effects
implicitly recognize the competitive effects of limited-purpose lenders
and other nondepository financial institutions.

6. The effects of the proposal on the concentration of banking
resources in these markets are described in Appendix B.

(Columbus County, Granville County, Roanoke Rapids,
Warren County, and Washington County), CBI has com-
mitted to divest a total of eight branches, controlling
$129.5 million in deposits.” After accounting for the pro-
posed divestitures, consummation of the proposal would be
consistent with Board precedents and the DOJ Guidelines
in these five markets.?

Taking into account market size, the number of competi-
tors in each market and the share of total deposits in
depository institutions in each market controlled by each
competitor, consummation of the proposal would not likely
result in a significantly adverse effect on competition in
any of the five markets.

Rocky Mount and Duplin County Markets. Consumma-
tion of the proposal in the Rocky Mount and Duplin
County markets would exceed the DOJ Guidelines. In both
markets, the Board has considered whether other factors
either mitigate the competitive effects of the proposal in the
markets or indicate that the proposal would have a signifi-
cantly adverse effect on competition.® In the Rocky Mount
market, CBI has committed to divest ten Triangle Bank
branches that control a total of $188.1 million in deposits
to two in-market competitors. With these divestitures, the
pro forma HHI increase in the banking market would
exceed DOJ Guidelines by a moderate amount.

Centura Bank is the largest depository institution in the
Rocky Mount market, controlling deposits of $733 million,
representing approximately 34.4 percent of market depos-
its. Triangle Bank is the fourth largest depository institu-
tion in the market, controlling deposits of $284.9 million,
representing approximately 13.4 percent of market depos-
its. On consummation of the proposal, and after accounting
for the proposed divestitures, Centura Bank would remain
the largest depository institution in the market, controlling
deposits of $829.8 million, representing approximately
39 percent of market deposits. The HHI would increase
277 points to 2323.

A number of factors indicate that the competitive effects
of the proposal are not likely to be significantly adverse in
the Rocky Mount market. After consummation of the pro-
posal and the divestitures, ten depository institutions would
operate in the market. Two depository institutions other
than Centura Bank each would control more than 10 per-
cent of market deposits and another three institutions each

7. The competitive effects of the proposal in the Granville County,
Washington County, Roanoke Rapids, Columbus County, and Warren
County markets are summarized in Appendix B.

8. Centura has committed that, if it is unsuccessful in completing
the divestitures within the 180-day period, it will transfer the unsold
branch(es) to an independent trustee that is acceptable to the Board
and will instruct the trustee to sell the branch(es) promptly to an
alternative purchaser, or alternative purchasers, acceptable to the
Board. See BankAmerica Corporation. 78 Federal Reserve Bulletin
338 (1992); United New Mexico Financial Corporation, 77 Federal
Reserve Bulletin 484 (1991).

9. The number and strength of factors necessary to mitigate the
competitive effects of a proposal depend on the level of concentration
and magnitude of the increase in market concentration. See
NationsBank Corporation, 84 Federal Reserve Bulletin 129 (1998).
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would control more than 5 percent of market deposits. In
addition, the Rocky Mount banking market appears to be
attractive for entry. In December 1998, a de novo savings
bank began operations in the banking market, and another
commercial savings bank has received a charter and plans
to open in February 2000.

CBI does not propose any divestitures in the Duplin
County market, and the post-consummation increase in the
HHI would exceed the DOJ Guidelines by a small margin.
Centura Bank is the second largest depository institution
in the Duplin County market, controlling deposits of
$46.7 million, representing approximately 15.8 percent of
market deposits. Triangle Bank is the sixth largest deposi-
tory institution in the market, controlling deposits of
$19 miilion, representing approximately 6.5 percent of
market deposits. After consummation of the proposal. Cen-
tura Bank would become the second largest depository
institution in the market, controlling deposits of $65.7
million, representing 22.3 percent of market deposits. The
HHI would increase 204 points to 2910, and the market
would remain highly concentrated.

Although consummation of this proposal would elimi-
nate some existing competition, certain factors indicate
that the competitive effects of the proposal are not likely to
be significantly adverse. After consummation of the pro-
posal, five depository institutions would remain in the
Duplin County market, including a depository institution
other than Centura Bank that would control 45.1 percent of
market deposits. Two other depository institutions in the
market would each control more than 10 percent of market
deposits, and one would have a market share of more than
7 percent.

The Department of Justice has reviewed the proposal,
including its effects on the Rocky Mount and Duplin
County banking markets, and advised the Board that, in
light of the proposed divestitures, consummation of the
proposal likely would not have a significantly adverse
effect on competition in any relevant banking market. The
Office of the Comptroller of the Currency and the Federal
Deposit Insurance Corporation have been atforded an op-
portunity to comment and have not objected to consumma-
tion of the proposal.

After carefully reviewing all the facts of record, includ-
ing CBI's divestiture commitments and other the mitigat-
ing factors in the Rocky Mount and Duplin County bank-
ing markets, the Board concludes that consummation of the
proposal would not result in any significantly adverse
effects on competition or on the concentration of banking
resources in the banking markets in which CBI and Trian-
gle directly compete or in any other relevant banking
market.

Other Considerations

In reviewing this proposal under the BHC Act and sec-
tion 9 of the Federal Reserve Act the Board also has
considered the financial and managerial resources and fu-
ture prospects of the companies and banks involved, the
convenience and needs of the communities to be served,

and certain other supervisory factors. The Board has re-
viewed these factors in light of the record, including super-
visory reports of examination assessing the financial and
managerial resources of the organizations and financial
information provided by CBI. Based on all the facts of
record, the Board concludes that the financial and manage-
rial resources and the future prospects of CBI, Triangle,
and their respective subsidiary banks are consistent with
approval, as are the other supervisory factors the Board
must consider. In addition, considerations related to the
convenience and needs of the communities to be served,!©
including the records of performance of the institutions
involved under the Community Reinvestment Act
(12 US.C. § 2901 e¢r seq.), are consistent with approval of
the proposal.'!

Nonbanking Activities

CBI also has filed a notice under section 4(c)}(8) of the
BHC Act to acquire Triangle’s wholly owned nonbanking
subsidiary, Coastal Leasing, and thereby engage in leasing
activities. The Board has determined by regulation that
leasing is closely related to banking for the purposes of the
BHC Act.'? CBI has committed to conduct this nonbanking
activity in accordance with the limitations set forth in
Regulation Y and the Board’s orders and interpretations
governing leasing activities.

In order to approve a notice under section 4(c)(8) of the
BHC Act, the Board also must determine that the proposed
activities are a proper incident to banking, that is, that the
proposal “can reasonably be expected to produce benefits
to the public, such as greater convenience, increased com-
petition, or gains in efficiency, that outweigh possible ad-
verse effects, such as undue concentration of resources,
decreased or unfair competition, conflicts of interests, or
unsound banking practices.” '3

As part of its evaluation of these factors, the Board
considers the financial and managerial resources of the
notificant and its subsidiaries, including the companies to
be acquired, and the eftect of the proposed transaction on

10. The Board received comments from the Southern Rural Devel-
opment Initiative (“"SRDT"") and the Community Reinvestment Asso-
ciation of North Carolina (“CRANC"), both in Raleigh, North Caro-
lina. CRANC commented favorably on the records of CBI and
Centura Bank in meeting the credit needs ot communities in North
Carolina, and commended CBI’s interest in maintaining a presence in
rural North Carolina banking markets. Both commenters stated that
they were not protesting the proposal; nevertheless, they expressed
concern about CBI's minority equity interest in a subprime lender.
SRDI and CRANC noted. however. that CBI and the subprime lender
appeared committed to conducting their operations in accordance with
applicable law. CRANC also encouraged Centura Bank to improve its
lending record to African Americans and in low-income communities.
and noted that the bank intended to work with community groups to
address concerns in these areas.

11. Centura Bank. Triangle Bank, and Mecklenburg each received a
rating of “‘satisfactory” at their most recent CRA performance evalua-
tions as of January 20. 1998, September 15. 1997, and September 14.
1998, respectively.

12. See 12 C.ER. 225.28(b)(3).

13. 12 U.S.C. § 1843(c)(8).
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those resources. For the reasons noted above. and based on
all the facts of record. the Board has concluded that finan-
cial and managerial considerations are consistent with ap-
proval of the notice.

The Board also has considered the competitive effects of
the proposed acquisition by CBI of Coastal Leasing. Be-
cause CBI does not currently compete with Coastal Leas-
ing in its marketing area. the Board concludes that it is
unlikely that significantly adverse competitive effects
would result from the nonbanking acquisition proposed in
the transaction.

The Board expects that the proposed transaction would
give CBI an increased ability to serve the needs of its
customers. In addition. there are public benefits to be
derived from permitting capital markets to operate so that
bank holding companies can make potentially profitable
investments in nonbanking companies and from permitting
banking organizations to allocate their resources in the
manner they consider to be most efficient when such invest-
ments are consistent. as in this case. with the relevant
considerations under the BHC Act.

The Board also concludes that the conduct of the pro-
posed nonbanking activity within the framework of Regu-
lation Y and Board precedent is not likely to result in
adverse effects. such as undue concentration of resources,
decreased or unfair competition, conflicts of interests, or
unsound banking practices, that would outweigh the public
benefits of the proposal, such as increased customer conve-
nience and gains in efficiency. Accordingly. based on all
the facts of record. the Board has determined that the
balance of public interest factors that the Board must
consider under the proper incident to banking standard of
section 4(c)8) of the BHC Act is favorable and consistent
with approval of this proposal.

Conclusion

Based on the foregoing and all the facts of record, the
Board has determined that the applhications and notice
should be. and hereby are. approved. The Board's approval
is specifically conditioned on compliance by CBI with all
the commitments made in connection with this application
and with the conditions in this order, including CBI's
divestiture commitments. The Board™s determination on
the nonbanking activity also is subject to all the terms and
conditions set forth in Regulation Y. including those in
sections © 225.7 and  225.25(¢) (12 C.ER. 2257 and
225.25(c)), and to the Board's authority to require such
modification or termination of the activities of a bank
holding company or any of its subsidiaries as the Board
iinds necessary to ensure compliance with. and to prevent
ovasion of, the provisions of the BHC Act and the Board's
regulations and orders thereunder. For purposes of this
action, the commitments and conditions relied on by the
oard in reaching its decision are deeimed to be conditions
rmposed in writing by the Board in connection with its
imdings and decision and, as such. may be enforced in
woceedings under applicable law.

The banking acquisitions shall not be consummated be-
fore the fifteenth calendar day following the effective date
of this order, and the proposal shall not be consummated
later than three months after the effective date of this order,
unless such period is extended for good cause by the Board
or by the Federal Reserve Bank of Richmond. acting
pursuant to delegated authority.

By order of the Board ot Governors, effective Janu-
ary 27. 2000.

Voting for this action: Chairman Greenspan. Vice Chairman Fergu-
son. and Governors Kelley. and Gramlich. Absent and not voting:
Governor Meyer.

ROBERT DEV. FRIERSON
Associate Secretary of the Board

Appendix A
North Carolina Banking Markets in Which CBI and
Triangle Directly Compete

Chariotte: Chailotte, North and South Carolina Rand
McNally Marketing Area ("RMA™).

Columbus County: Columbus County.

Duplin County: Duplin County.

Durham: Durham. North Carolina RMA and the non-RMA
portions of Durham and Orange Counties, and Chatham
County.

Fayettevitie: Fayeuteville, North Carolina RMA and the
non-RMA portion of Cumberland County.

Goldsboro: Goldsboro, North Carolina RMA and the non-
RMA portion of Wayne County.

Granville County: Granville County. excluding the Durham
RMA.

Greenville: Greenville, North Carolina RMA and the non-
RMA portion of Pitt County.

New Bern: Craven. Pamlico, and Carterct Counties, and
the eastern half of Jones County.

Raleigh: Raleigh, North Carolina RMA and the non-RMA
portions of Franklin. Johnston, Wake. and Harnett Coun-
tics. excluding the Fayetteville RMA.

Richmond County: Richmond County.

Roanoke Rapids: Halifax and Northampton Counties.

Robeson County: Robeson County.

Rocky Mount: the Rocky Mount RMA, and the non-RMA
portions of Edgecombe. Nash. and Wilson Counties.

Sanford: Lee County.

Warren County: Warren County.

Washington County: Washington County.

Wilmington: Wilmington, North Carolina RMA and the
non-RMA portion of Brunswick County, excluding the
Myrtle Beach-Conway RMA._ and Pender County.

Appendix B
Summary of Pro Forma Maiket Structure

A. Banking Markets Without Divestitures and HHIs Within
DOJ Guidelines
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Charlotte

CBI is the tenth largest depository institution in the market,
controlling deposits of approximately $252.3 million, rep-
resenting less than 1 percent of market deposits. Triangle is
the eleventh largest depository institution in the market,
controlling approximately $196.7 million in deposits, rep-
resenting less than 1 percent of market deposits. After
consummation of the proposal, CBI would be the ninth
largest depository institution in the market, controlling
approximately $449 million, representing 1.7 percent of
market deposits. The HHI would increase 1 point to 3534.

Durham

CBI is the sixth largest depository institution in the market,
controlling deposits of approximately $197.1 million, rep-
resenting 5.1 percent of market deposits. Triangle is the
seventh largest depository institution in the market, con-
trolling approximately $160.6 million in deposits, repre-
senting 4.1 percent of market deposits. After consumma-
tion of the proposal, CBI would be the fifth largest
depository institution in the market, controlling approxi-
mately $357.6 million, representing 9.2 percent of market
deposits. The HHI would increase 42 points to 1710.

Fayetteville

CBI is the fourth largest depository institution in the mar-
ket, controlling deposits of approximately $160.3 million,
representing 10.8 percent of market deposits. Triangle is
the eighth largest depository institution in the market,
controlling approximately $30.2 million in deposits, repre-
senting 2 percent of market deposits. After consummation
of the proposal, CBI would be the third largest depository
institution in the market, controlling approximately
$190.4 million, representing 12.8 percent of market depos-
its. The HHI would increase 44 points to 1942.

Goldsboro

CBI is the fourth largest depository institution in the mar-
ket, controlling deposits of approximately $88.4 million,
representing 9.8 percent of market deposits. Triangle is the
fifth largest depository institution in the market, controlling
approximately $72.1 million in deposits, representing
8 percent of market deposits. After consummation of the
proposal, CBI would be the third largest depository institu-
tion in the market, controlling $160.5 million, representing
approximately 17.9 percent of market deposits. The HHI
would increase 157 points to 2215.

Greenville

CBI is the fifth largest depository institution in the market,
controlling deposits of approximately $100.3 million, rep-
resenting 10 percent of market deposits. Triangle is the
sixth largest depository institution in the market, control-
ling approximately $47.9 million in deposits, representing

4.8 percent of market deposits. After consummation of the
proposal, CBI would be the third largest depository institu-
tion in the market, controlling $148.2 million, representing
14.8 percent of market deposits. The HHI would increase
95 points to 1754.

New Bern

CBI is the fifth largest depository institution in the market,
controlling deposits of approximately $85.6 million, repre-
senting 6.2 percent of market deposits. Triangle is the sixth
largest depository institution in the market, controlling
approximately $58.6 million in deposits, representing
4.2 percent of market deposits. After consummation of the
proposal, CBI would be the fourth largest depository insti-
tution in the market, controlling $144.2 million, represent-
ing 10.4 percent of market deposits. The HHI would in-
crease 51 points to 2123.

Raleigh

CBI is the seventh largest depository institution in the
market, controlling deposits of approximately $484.7 mil-
lion, representing 6.4 percent of market deposits. Triangle
is the eighth largest depository institution in the market,
controlling approximately $350.9 million in deposits, rep-
resenting 4.7 percent of market deposits. After consumma-
tion of the proposal, CBl would be the fourth largest
depository institution in the market, controlling
$835.6 million, representing 11.1 percent of market depos-
its. The HHI would increase 60 points to 1217.

Richmond County

CBI is the third largest depository institution in the market,
controlling deposits of approximately $50.7 million, repre-
senting 15 percent of market deposits. Triangle is the sixth
largest depository institution in the market, controlling
approximately $16.3 million in deposits, representing
4.8 percent of market deposits. After consummation of the
proposal, CBI would be the third largest depository institu-
tion in the market, controlling $67 million, representing
19.8 percent of market deposits. The HHI would increase
144 points to 2379.

Robeson County

CBl is the sixth largest depository institution in the market,
controlling deposits of approximately $36.1 million, repre-
senting 5.5 percent of market deposits. Triangle is the
fourth largest depository institation in the market, control-
ling approximately $78.9 million in deposits, representing
11.9 percent of market deposits. After consummation of
the proposal, CBI would be the third largest depository
institution in the market, controlling $115 million, repre-
senting 17.4 percent of market deposits. The HHI would
increase 130 point to 2403.
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Sanford

CBI is the second largest depository institution in the
market, controlling deposits of approximately $106.1 mil-
lion, representing 19.6 percent of market deposits. Triangle
is the eighth largest depository institution in the market,
controlling approximately $13.6 million in deposits, repre-
senting 2.5 percent of market deposits. After consumma-
tion of the proposal, CBI would be the second largest
depository institution in the market, controlling
$119.7 million, representing 22.1 percent of market depos-
its. The HHI would increase 99 points to 2174.

Wilmington

CBl is the fifth largest depository institution in the market,
controlling deposits of approximately $227.9 million, rep-
resenting 8.9 percent of market deposits. Triangle is the
twelfth largest depository institution in the market, control-
ling approximately $31.4 million in deposits, representing
1.2 percent of market deposits. After consummation of the
proposal, CBI would be the fifth largest depository institu-
tion in the market, controlling $259.3 million, representing
approximately 10.2 percent of market deposits. The HHI
would increase 22 points to 1539.

B. Banking Markets With Divestitures and HHIs Within
DOJ Guidelines.

Columbus County

CBI is the second largest depository institution in the
market, controlling deposits of $66.6 million, representing
approximately 14.4 percent of market deposits. Triangle is
the fourth largest depository institution in the market,
controlling deposits of $47.2 million, representing approx-
imately 10.2 percent of market deposits. CBI proposes to
divest one branch with total deposits of approximately
$24.5 million to an in-market competitor. On consumma-
tion of the proposal, and after accounting for the proposed
divestiture, CBI would remain the second largest deposi-
tory institution in the market, controlling deposits of
$89.3 million, representing approximately 19.3 percent of
market deposits. The HHI would increase 146 points to
3739.

Granville County

CBI is the third largest depository institution in the market,
controlling deposits of $50.6 million, representing approx-
imately 20.2 percent of market deposits. Triangle is the
fourth largest depository institution in the market, control-
ling deposits of $40.1 million, representing approximately
16 percent of market deposits. CBI proposes to divest
Triangle’s two branches in the market to an out-of-market
competitor. On consummation of the proposal, and after
accounting for the proposed divestitiures, CBI would re-

main the third largest depository institution in the market,
controlling deposits of $50.6 million, representing approx-
imately 20.2 percent of market deposits. The HHI would
remain unchanged at 2338.

Roanoke Rapids

CBI is the largest depository institution in the market,
controlling deposits of $190.7 million, representing ap-
proximately 36.3 percent of market deposits. Triangle is
the fourth largest depository institution in the market,
controlling deposits of $39.1 million, representing approx-
imately 7.4 percent of market deposits. CBI proposes to
divest two branches with total deposits of approximately
$23.9 million to an out-of-market competitor. On consum-
mation of the proposal, and after accounting for the pro-
posed divestitures, CBI would remain the largest deposi-
tory institution in the market, controlling deposits of
$205.9 million, representing approximately 39.2 percent of
market deposits. The HHI would increase 183 points to
2772.

Warren County

CBI is the second largest depository institution in the
market, controlling deposits of $20.9 million, representing
approximately 20.3 percent of market deposits. Triangle is
the fourth largest depository institution in the market,
controlling deposits of $11.1 million, representing approx-
imately 10.8 percent of market deposits. CBI proposes to
divest Triangle’s one branch in the market to an out-of-
market competitor. On consummation of the proposal, and
after accounting for the proposed divestiture, CBI would
remain the second largest depository institution in the
market, controlling deposits of $20.9 million, representing
approximately 20.3 percent of market deposits. The HHI
would remain unchanged 3500.

Washington County

CBI is the third largest depository institution in the market,
controlling deposits of $26.4 million, representing approx-
imately 23.8 percent of market deposits. Triangle is the
second largest depository institution in the market, control-
ling deposits of $30 million, representing approximately
27.1 percent of market deposits. CBI proposes to divest
Triangle’s two branches in the market to an out-of-market
competitor. On consummation of the proposal, and after
accounting for the proposed divestitures, CBI would re-
main the third largest depository institution in the market,
controlling deposits of $26.4 million, representing approx-
imately 23.8 percent of market deposits. The HHI would
remain unchanged at 2469.
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ORDERS ISSUED UNDER INTERNATIONAL BANKING
ACT

E. Sun Commercial Bank, Limited
Taipei, Taiwan

Order Approving Establishment of a Branch

E. Sun Commercial Bank, Limited (“Bank”), Taipei, Tai-
wan, a foreign bank within the meaning of the Interna-
tional Banking Act (“IBA”), has applied under section 7(d)
of the IBA (12 U.S.C. § 3105(d)) to establish a state-
licensed branch in Los Angeles, California. The Foreign
Bank Supervision Enhancement Act of 1991, which
amended the IBA, provides that a foreign bank must obtain
the approval of the Board to establish a branch in the
United States.

Notice of the application, affording interested persons an
opportunity to comment, has been published in a newspa-
per of general circulation in Los Angeles, California (San
Gabriel Valley Tribune, July 12, 1999). The time for filing
comments has expired, and the Board has considered the
application and all comments received.

Bank, with total consolidated assets of approximately
$6.3 billion, is a full-service commercial bank.! Its shares
are publicly traded and widely held. Bank operates
37 branches and an overseas banking unit in Taiwan, and
representative offices in The Philippines and Hong Kong.
Bank currently does not have any operations in the United
States.

The purpose of the proposed branch is to allow Bank to
better serve the needs of its customers that have business
interests in the United States. In addition, the proposed
office would seek to develop new customers among U.S.
businesses and individuals who have business interests in
Taiwan. The activities of the proposed branch office would
include commercial lending, mortgage lending, syndicated
and participation loans, purchasing and selling interbank
funds, maintaining credit balances and deposit accounts,
and letter of credit services. Bank would be a qualifying
foreign business organization within the meaning of Regu-
lation K (12 C.ER. 211.23(b)).

In order to approve an application by a foreign bank to
establish a branch in the United States, the IBA and Regu-
lation K require the Board to determine that the foreign
bank applicant engages directly in the business of banking
outside of the United States, and has furnished to the Board
the information it needs to assess the application ade-
quately. The Board also shall take into account whether the
foreign bank and any foreign bank parent is subject to
comprehensive supervision or regulation on a consolidated
basis by its home country supervisor (12 US.C.
§ 3105(d)(2); 12 C.ER. 211.24).2 The Board may also take

1. All data are as of June 30, 1999.
2. In assessing this standard, the Board considers, among other
factors. the extent to which the home country supervisors:
(1) Ensure that the bank has adequate procedures for monitoring
and controlling its activities worldwide:

into account additional standards as set forth in the IBA
and Regulation K (12 US.C. § 3105(d)(3)-(4); 12 C.FR.
211.24(c)(2)-(3)).

As noted above, Bank engages directly in the business of
banking outside the United States. Bank also has provided
the Board with information necessary to assess the applica-
tion through submissions that address the relevant issues.
With respect to supervision by home country authorities,
the Board previously has determined, in connection with
applications involving other banks in Taiwan, that those
banks were subject to home country supervision on a
consolidated basis.> Bank is supervised by the Ministry of
Finance (“Ministry”) and the Taiwan central bank on
substantially the same terms and conditions as those other
banks. Based on all the facts of record, the Board has
determined that Bank is subject to comprehensive supervi-
sion on a consolidated basis by its home country supervi-
SOrs.

The Board has also taken into account the additional
standards set forth in section 7 of the IBA and Regula-
tion K (see 12 US.C. § 3105(d)(3)-(4); 12 CER. 211.24(c)(2)).
The Ministry has no objection to the establishment of the
proposed branch.

Bank must comply with the minimum capital standards
of the Basel Capital Accord, as implemented by Taiwan.
Bank’s capital exceeds these minimum standards and can
be considered equivalent to capital that would be required
of a U.S. banking organization. Managerial and other finan-
cial resources of Bank are also considered consistent with
approval, and Bank appears to have the experience and
capacity to support the proposed branch. Bank has estab-
lished controls and procedures for the proposed branch to
ensure compliance with U.S. law, as well as controls and
procedures for its worldwide operations generally.

With respect to access to information about Bank’s
operations, the Board has reviewed the restrictions on

(ii) Obtain information on the condition of the bank and its subsid-
iaries and offices through regular examination reports, audit
reports, or otherwise;

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

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

(v) Evaluate prudential standards, such as capital adequacy and
risk asset exposure, on a worldwide basis. These are indicia of
comprehensive, consolidated supervision. No single factor is
essential, and other elements may inform the Board’s determi-
nation.

3. See Taipei Bank, 79 Federal Reserve Bulletin 143 (1993); United
World Chinese Commercial Bank, 79 Federal Reserve Bulletin 146
(1993); Bank of Taiwan, 79 Federal Reserve Bulletin 541 (1993);
Chiao Tung Bank, 79 Federal Reserve Bulletin 543 (1993); Medium
Business Bank of Taiwan, 19 Federal Reserve Bulletin 807 (1993):
The Farmers Bank of China, 81 Federal Reserve Bulletin 620 (1995);
Taiwan Business Bank, 81 Federal Reserve Bulletin 746 (1995); First
Commercial Bank, 83 Federal Reserve Bulletin 315 (1997); Land
Bank of Taiwan, 83 Federal Reserve Bulletin 336 (1997). Bank
SinoPac. 83 Federal Reserve Bulletin 669 (1997); Chinatrust Com-
mercial Bank, Ltd., 84 Federal Reserve Bulletin 1121 (1998).
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disclosure in relevant jurisdictions in which Bank operates
and has communicated with relevant government authori-
ties regarding access to information. Bank has committed
to make available to the Board such information on the
operations of Bank and any of its affiliates that the Board
deems necessary to determine and enforce compliance with
the IBA, the Bank Holding Company Act of 1956, as
amended, and other applicable federal law. To the extent
that the provision of such information to the Board may be
prohibited by law, Bank has committed to cooperate with
the Board to obtain any necessary consents or waivers that
might be required from third parties for disclosure of such
information. In addition, subject to certain conditions, the
Ministry may share information on Bank’s operations with
other supervisors, including the Board. In light of these
commitments and other facts of record, and subject to the
condition described below, the Board concludes that Bank
has provided adequate assurances of access to any neces-
sary information that the Board may request.

On the basis of all the facts of record, and subject to the
commitments made by Bank, as well as the terms and
conditions set forth in this order, the Board has determined
that Bank’s application to establish a branch should be, and
hereby is, approved. Should any restrictions on access to
information on the operations or activities of Bank and its
affiliates subsequently interfere with the Board’s ability to

obtain information to determine and enforce compliance by
Bank or its affiliates with applicable federal statutes, the
Board may require termination of any of Bank’s direct or
indirect activities in the United States. Approval of this
application also is specifically conditioned on compliance
by Bank with the commitments made in connection with
this application and with the conditions in this order.* The
commitments and conditions referred to above are condi-
tions imposed in writing by the Board in connection with
its decision and may be enforced in proceedings under
12 U.S.C. § 1818 against Bank and its affiliates.

By order of the Board of Governors, effective Janu-
ary 24, 2000.

Voting for this action: Chairman Greenspan, Vice Chairman Fergu-
son, and Governors Kelley, Meyer, and Gramlich.

ROBERT DEV. FRIERSON
Associate Secretary of the Board

4. The Board's authority to approve the establishment of the pro-
posed branch parallels the continuing authority of the State of Califor-
nia to license offices of a foreign bank. The Board’s approval of this
application does not supplant the authority of the State of California
and the State of California Department of Financial Institutions (‘“‘De-
partment”) to license the proposed office of Bank in accordance with
any terms or conditions that the Department may impose.

APPLICATIONS APPROVED UNDER BANK HOLDING COMPANY ACT

By the Secretary of the Board

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

Washington, D.C. 20551.

Section 3

Applicant(s) Bank(s)

Effective Date

Wachovia Corporation,
Winston-Salem, North Carolina

B C Bankshares, Inc.,
Canton, Georgia

January 3, 2000

Bank of Canton,
Canton, Georgia
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Sections 3 and 4

Applicant(s) Bank(s) Effective Date
Old National Bancorp, ANB Corporation, January 27, 2000
Evansville, Indiana Muncie, Indiana
American National Bank and Trust
Company,

Muncie, Indiana

Peoples Loan and Trust Bank,
Winchester, Indiana

Farmers State Bank of Union City,
Union City, Ohio

American National Trust and Investment
Management Company,
Muncie, Indiana

APPLICATIONS APPROVED UNDER BANK HOLDING COMPANY ACT
By Federal Reserve Banks

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

Section 3
Applicant(s) Bank(s) Reserve Bank Effective Date
Arvest Bank Group, Inc., P & W Bancshares, Inc., St. Louis December 22, 1999
Bentonville, Arkansas Little Rock, Arkansas
Central Bank & Trust,
Little Rock, Arkansas
ASB Management Corp., Anna State Bank, St. Louis January 7, 2000
Anna, Illinois Anna, Illinois
Associated Community Bancorp, The Greenwich Bank and Trust New York January 11, 2000
Inc., Company,
Greenwich, Connecticut Greenwich, Connecticut
‘Westport National Bank,
Westport, Connecticut
Banco Santander Central Hispano, The Royal Bank of Scotland Group, plc, New York January 11, 2000
S.A., Edinburgh, Scotland
Madrid, Spain
Banque Nationale de Paris, BancWest Corporation, San Francisco January 13, 2000
Paris, France Honolulu, Hawaii
Bank of the West,
San Francisco, California
First Hawaiian Bank,
Honolulu, Hawaii
Belvedere Capital Partners, LLC, Sacramento Commercial Bank, San Francisco January 3, 2000
San Francisco, California Sacramento, California
California Community Financial Sacramento Capital Co.,
Institutions Fund Limited San Francisco, California
Partnership,
San Francisco, California
Bruning Bancshares, Inc., The Commercial State Bank, Kansas City January 13, 2000

Bruning, Nebraska Clay Center, Nebraska



Legal Developments 241

Section 3—Continued

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

Bryan-Heritage Limited Partnership,
Bryan, Texas

Bryan Family Management Trust,
Bryan, Texas

Chestatee Bancshares, Inc.,
Dawsonville, Georgia

Clintonville Bancshares, Inc.,
Clintonville, Wisconsin

Community National
Bancorporation,
Ashburn, Georgia
Dacotah Banks, Inc.,
Aberdeen, South Dakota
Ellis Bankshares, Inc.,
Eagle River, Wisconsin
First Banks Inc.,
St. Louis, Missouri
First Banks, America, Inc.,
St. Louis, Missouri
First National Bancshares, Inc.,
Spartanburg, South Carolina
First State Bank of Rushmore KSOP
Plan and Trust,
Worthington, Minnesota
Glenwood Bancorporation,
Glenwood, Iowa
Grand Valley Corporation,
Grand Junction, Colorado
Gulf Coast Community Bancshares,
Inc.,
‘Wewahitchka, Florida
Gwinnett Commercial Group, Inc.,
Lawrenceville, Georgia
Harleysville Savings Financial
Corporation,
Harleysville, Pennsylvania
Hunter Holding Company,
Hunter, North Carolina

Iowa State Financial Services
Corporation,
Fairfield, Towa

Towa State Financial Services
Corporation,
Fairfield, Iowa

NCT Holdings, Inc.,
Greensboro, North Carolina
Oak Financial, Inc.,
Madison, Wisconsin

The First National Bank of Bryan,
Bryan, Texas

Chestatee State Bank,
Dawsonville, Georgia

Nichols Bancorp, Inc.,
Nichols, Wisconsin

Neighborhood State Bank,
Nichols, Wisconsin

Tarpon Financial Corporation,
Tarpon Springs, Florida

Rolla Holding Company, Inc.,
Rolla, North Dakota

First National Bank of Eagle River,
Eagle River, Wisconsin

Lippo Bank,
San Francisco, California

First National Bank of Spartanburg,
Spartanburg, South Carolina

First Rushmore Bancorporation, Inc.,
Worthington, Minnesota

Frontier Savings Bank,
Council Bluffs, Towa

Heber Valley National Bank,
Heber City, Utah

Wewahitchka State Bank,
Wewabhitchka, Florida

First Bank of Gwinnett,
Lawrenceville, Georgia

Harleysville Savings Bank,
Harleysville, Pennsylvania

Coteau Holding Company,
Gackle, North Dakota

First State Bank of Gackle,
Gackle, North Dakota

Iowa State Bank & Trust Company,
Fairfield, Iowa

North Linn Corporation,
Coggon, Towa

Linn County State Bank,
Coggon, lowa

U.S. Trust Company of North Carolina,

Greensboro, North Carolina
Oak Bank,
Fitchburg, Wisconsin

Dallas

Atlanta

Chicago

Atlanta

Minneapolis
Minneapolis

St. Louis

Richmond

Minneapolis

Chicago
Kansas City

Atlanta

Atlanta

Philadelphia

Minneapolis

Chicago

Chicago

New York

Chicago

January 14, 2000

January 19, 2000

December 29, 1999

January 14, 2000

January 6, 2000
December 28, 1999

January 5, 2000

January 6, 2000

January 7, 2000

January 14, 2000
January 6, 2000

January 4, 2000

January 4, 2000

January 6, 2000

January 12, 2000

January 21, 2000

January 21, 2000

January 20, 2000

January 6, 2000
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Section 3—Continued

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

Otto Bremer Foundation,
St. Paul, Minnesota

Bremer Financial Corporation,
St. Paul, Minnesota

Panola National Bancshares, Inc.,
Carthage, Texas

Panola National Bancshares of
Delaware, Inc.,
Wilmington, Delaware

Pinnacle Bancorp, Inc.,
Central City, Nebraska

Ridgeway Bancshares, Inc.,
Ridgeway, South Carolina
Rivers Ridge Holding Company,

Edina, Minnesota
Sacramento Capital Co.,
San Francisco, California
Spectrum Bancorporation, Inc.,
Omaha, Nebraska
Team Financial Acquisition
Subsidiary, Inc.,
Paola, Kansas
Team Financial, Inc.,
Paola, Kansas
Team Financial Employees Stock
Ownership Plan,
Paola, Kansas
U.S. Trust Corporation,
New York, New York
NCT Holdings, Inc.,
Greensboro, North Carolina
Utah Bancshares, Inc.
Ephraim, Utah
Virginia Commonwealth Financial
Corporation,
Culpeper, Virginia
Whitney Holding Corporation,
New Orleans, Louisiana

Section 4

Northwest Equity Corporation,
Amery, Wisconsin

Northwest Savings Bank,
Amery, Wisconsin

Panola National Bank,
Carthage, Texas

Burns National Bank of Durango,
Durango, Colorado
Western Bank,
Gallup, New Mexico
Bank of Ridgeway,
Ridgeway, South Carolina
BankVista,
Sartell, Minnesota
Sacramento Commercial Bank,
Sacramento, California
Citizens Bank,
Carlisle, Towa
Fort Calhoun Investment Company,
Fort Calhoun, Nebraska
Fort Calhoun State Bank,
Fort Calhoun, Nebraska

U.S. Trust Company of North Carolina,

Greensboro, North Carolina

Bank of Ephraim,
Ephraim, Utah

Caroline Savings Bank,
Bowling Green, Virginia

Bank of Houston,
Houston, Texas

Minneapolis

Dallas

Kansas City

Richmond
Minneapolis
San Francisco
Chicago

Kansas City

New York

San Francisco

Richmond

Atlanta

January 19, 2000

December 29, 1999

December 31, 1999

December 24, 1999
December 30, 1999
January 3, 2000
January 14, 2000

January 13, 2000

January 20, 2000

January 12, 2000

January 14, 2000

January 13, 2000

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Effective Date

Associated Banc-Corp,
Green Bay, Wisconsin

Bar Harbor Bankshares,
Bar Harbor, Maine

BNC Financial Corporation,
St. Cloud, Minnesota
Dirigo Investments Inc.,
Bar Harbor, Maine
Bar Harbor Banking and Trust
Company,
Bar Harbor, Maine

Chicago

Boston

December 23, 1999

January 3, 2000
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Section 4—Continued

Applicant(s) Nonbanking Activity/Company Reserve Bank Effective Date
Bayerische Hypo- und Vereinsbank Babcock & Brown LP, New York January 7, 2000
AG, San Francisco, California
Munich, Germany Babcock, Brown Operating

Partnership LP,

San Francisco, California
Babcock & Brown Holdings Inc.,

San Francisco, California
Babcock & Brown Inc.,

San Francisco, California

Bootheel Bancorp, Inc., Poplar Bluff Computer Service Center, St. Louis December 30, 1999
Bernie, Missouri Inc.,
Poplar Bluff, Missouri
Century South Banks, Inc., Haywood Bancshares, Inc., Atlanta December 31, 1999
Dahlonega, Georgia Waynesville, North Carolina

Haywood Savings Bank, Inc., SSB,
Waynesville, North Carolina
Cera Foundation VZW, KBC Financial Products (USA), Inc., New York January 14, 2000
Leuven, Belgium New York, New York
Cera Management N.V.,
Leuven, Belgium
Cera Holding, C.V.,,
Leuven, Belgium
Cera Ancora N.V,,
Leuven, Belgium
Almanij, N.V,,
Antwerp, Belgium
KBC Bank & Insurance Company,

N.V,
Brussels, Belgium

KBC Bank, N.V,,
Brussels, Belgium

Citizen’s Community Bancorp, Inc., To engage de novo in originating Atlanta January 21, 2000
Marco Island, Florida mortgage loans

Concord EFS, Inc., National Payment Systems, Inc., St. Louis January 20, 2000
Memphis, Tennessee New York, New York

Towa State Financial Services Sisler Insurance Agency, Inc., Chicago January 21, 2000
Corporation, Coggon, Iowa
Fairfield, Iowa North Linn Corporation,

Coggon, Iowa

NCT Holdings, Inc., NCT Opportunities Inc., New York January 20, 2000
Greensboro, North Carolina Greensboro, North Carolina

Sherman County Management, Inc., To engage in agency transactional Kansas City December 28, 1999
Loup City, Nebraska services for customer investments and

futures commission merchant
activities
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Section 4—Continued

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Eftective Date

Stichting Prioriteit ABN AMRO
Holding,
Amsterdam, the Netherlands

Stichting Administratiekantoor ABN

AMRO Holding,
Amsterdam, the Netherlands
ABN AMRO Holding N.V,,
Amsterdam, the Netherlands
ABN AMRO Bank, N.V.
Amsterdam, the Netherlands
ABN AMRO North America, Inc.,
Chicago, llinois
Susquehanna Bancshares, Inc.
Lititz, Pennsylvania
The Toronto-Dominion Bank,
Toronto, Canada
Tri County Investment Company,
Inc.,
Pine Island, Minnesota
UBS AG,
Zurich, Switzerland
North Street Finance LLC,
New York, New York
United Financial Holdings, Inc.,
St. Petersburg, Florida
Westdeutsche Landesbank
Girozentrale,
Dusseldorf, Germany

Sections 3 and 4

ABN AMRO Mortgage Group,
Jacksonville, Florida

Atlantic Mortgage & Investment
Corporation,
Jacksonville, Florida

Boston Service Company,
Jamesburg, New Jersey
CTUSA, FS.B,,
Naples, Florida

Duane Klingsporn Insurance Agency,

Pine Island, Minnesota

Lucent Technologies Consumer
Products L.P,,
Murray Hill, New Jersey

United Insurance Holdings, Inc.,
St. Petersburg, Florida

WestLB Panmure Securities Inc.,
New York, New York

Chicago

Philadelphia
New York

Minneapolis

New York

Atlanta

New York

January 3, 2000

January 12, 2000
January 18, 2000

January 5, 2000

January 13, 2000

January 7, 2000

December 30, 1999

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Effective Date

Farmers Bancshares, Inc.,
Hardinsburg, Kentucky

Summit Bancorp,
Princeton, New Jersey

Leitchfield Deposit Bancshares, Inc.,

Leitchfield, Kentucky

Leitchfield Deposit Bank and Trust

Company,
Leitchfield, Kentucky

Leitchfield Bancshares Insurance, Inc.,

Leitchfield, Kentucky
NMBT Corp.,

New Milford, Connecticut
NMBT,

New Milford, Connecticut

St. Louis

New York

December 27, 1999

December 30, 1999
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APPLICATIONS APPROVED UNDER BANK MERGER ACT
By Federal Reserve Banks

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

the Reserve Banks.

Applicant(s) Bank(s)

Reserve Bank Effective Date

Bank of Colorado,

Fort Lupton, Colorado
CivicBank of Commerce,
Oakland, California

Gold Bank,
Leawood, Kansas

Pinnacle Bank,
Papillion, Nebraska

Durango, Colorado
East County Bank,
Antioch, California
Linn County Bank,
La Cygne, Kansas
Pinnacle Bank,
Lincoln, Nebraska
Crete State Bank,
Crete, Nebraska
United States Trust Company of
New York,
New York, New York

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.

Toland v. Federal Reserve Svstem, No. CV-S$-99-1769-JBR-
RJJ (D. Nevada, filed December 29, 1999). Challenge to
income taxation and Federal Reserve notes.

Irontown Housing Corp. v. Board of Governors, No. 99-9549
(10th Cir,, filed December 27, 1999). Petition for review of
Board order dated December 13, 1999, approving the
merger of Zions Bancorporation with First Security Corpo-
ration.

Wasserman v. Federal Reserve Bank, No. 99-6280 (2d Cir.,
filed August 26, 1999). Appeal of district court dismissal of
case challenging refusal by the Board and the Federal
Reserve Bank of New York to investigate certain matters.
On January 19, 2000, the court dismissed the appeal.

Artis v. Greenspan, No. 1:99CV02073 (EGS) (D.D.C., filed
August 3, 1999). Employment discrimination action.

Sheriff Gerry Ali v. US. State Department, No. 99-7438 (C.D.
Cal,, filed July 21, 1999). Action relating to impounded
bank drafts.

Kerr v. Department of the Treasury, No. 99-16263 (9th Cir.,
filed April 28, 1999). Appeal of dismissal of action chal-
lenging income taxation and Federal Reserve notes.

Sedgwick v. Board of Governors, No. Civ 99 0702 (D. Ari-
zona, filed April 14, 1999). Action under Federal Tort
Claims Act alleging violation of bank supervision require-
ments. The Board filed a motion to dismiss on June 185,
1999.

Hunter v. Board of Governors, No. 1:98CV02994 (ESH)
(D.D.C,, filed December 9, 1998). Action under the Free-

Burns National Bank of Durango,

U.S. Trust Company of New Jersey,
West Windsor, New Jersey

Kansas City December 31, 1999

San Francisco December 28, 1999

Kansas City January 20, 2000

Kansas City January 13, 2000

New York January 6, 2000

dom of Information Act and the Privacy Act. The Board
filed a motion to dismiss or for summary judgment on
July 22, 1999.

Folstad v. Board of Governors, No. 1:99 CV 124 (W.D. Mich.,
filed February 17. 1999). Freedom of Information Act com-
plaint. On November 16, 1999, the district court granted the
Board’s motion for summary judgment and dismissed the
action. On January 14, 2000, the plaintiff filed a notice of
appeal.

Nelson v. Greenspan, No. 1:99CV00215 (EGS) (D.D.C,, filed
January 28, 1999). Employment discrimination complaint.
On March 29, 1999, the Board filed a motion to dismiss the
action.

Fraternal Order of Police v. Board of Governors, No.
1:98CV03116 (WBB)(D.D.C., filed December 22, 1998).
Declaratory judgment action challenging Board labor prac-
tices. On February 26, 1999, the Board filed a motion to
dismiss the action.

Independent Community Bankers of America v. Board of Gov-
ernors, No. 98-1482 (D.C. Cir,, filed October 21, 1998).
Petition for review of a Board order dated September 23,
1998, conditionally approving the applications of Travelers
Group, Inc., New York, New York, to become a bank
holding company by acquiring Citicorp. New York, New
York, and its bank and nonbank subsidiaries. On Novem-
ber 2, 1999, the court affirmed the Board’s order.

Board of Governors v. Carrasco, No. 98 Civ. 3474 (LAK)
(S.D.NY, filed May 15, 1998). Action to freeze assets of
individual pending administrative adjudication of civil
money penalty assessment by the Board. On May 26, 1998,
the court issued a preliminary injunction restraining the
transfer or disposition of the individual’s assets and appoint-
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the Sixth Amendment to the United States Constitution.*
Indeed, perhaps in recognition of the fact that the Sixth
Amendment applies only to criminal prosecutions, Hannah
v. Larche, 363 U.S. 420, 440 n.16 (1960), Respondents now
merely allege that Enforcement Counsel’s investigatory
techniques “impaired the effectiveness” of their attorney-
client relationship with their former counsel. Joint Request
for Interlocutory Review, August 18, 1999, at 12. Again,
nothing they cite suggests that substantial grounds exist for
a difference of opinion on whether such a claim states a
valid affirmative defense. Respondents currently are repre-
sented by counsel who are presumably well able to present
their defense. No suggestion of interference with that rela-
tionship has been made. Enforcement Counsel’s alleged
interactions with Respondents’ former counsel do not im-
plicate any rights of Respondents that would vitiate the
charges against them.

Finally, Respondents have also failed to establish any of
the remaining prerequisites for interlocutory review with
respect to the August 4 Order. Respondents claim that their
stricken affirmative defenses will materially advance the
termination of these proceedings by permitting them to
obtain discovery that will lead to a motion for summary
disposition, But as they have provided no legal authority to
suggest that their claims, if substantiated, would provide a
basis for summary disposition, this argument fails. More-
over, the Board has already rejected the argument that
avoidance of unnecessary litigation is enough to warrant
interlocutory review of a pretrial order. Clifford & Altman
I, slip op. at 36, citing United States v. Taylor, 881 F.2d
840, 843—44 (9th Cir. 1989), Laurel Lines S.R.L. v. Chas-
ser, 490 U.S. 495, 499 (1989).

The Board also rejects Respondents’ claim that termina-
tion of the proceedings will be materially advanced be-
cause the charges against them are based upon “inaccurate
and incomplete information” provided by Respondents’
former attorneys during the investigation. Joint Reply, Sep-
tember 9, 1999, at 6. Even if Respondents could establish
that the attorney-client privilege was breached in providing
this information, that would not establish that the informa-
tion itself was in fact inaccurate or incomplete. At the
hearing in this matter, the Respondents will have the oppor-
tunity to present any evidence refuting or supplementing in
an exculpatory manner the evidence of wrongdoing intro-
duced by Enforcement Counsel. Exploration of the manner
in which Enforcement Counsel obtained the information it
presents will not advance the resolution of this matter, but
would be a needless diversion. See In the Matter of North-
west Indiana Bancshares, Inc., Docket No. 89-001-CMP
I1-17 (September 7, 1990), slip op. at 9-10 (personal
motives of examiner who identified violations are irrele-
vant where documentary evidence substantiates charges),
aff’d sub nom., Stanley v. Board of Governors, 940 F.2d

4: Res.pondents do not separately support with argument or citation
their claim that Enforcement Counsel’s actions amounted to an “abuse
of process.”

267 (7th Cir. 1991); Towe v. Board of Governors, 1999 U.S.
App. LEXIS 3078 *9 (9th Cir. 1999) (same).

Respondents have also failed to establish that subsequent
modification of the ruling at issue would be an “inadequate
remedy” or would “cause unusual delay or expense.”
Unlike a defense based on double jeopardy, where ** ‘the
legal and practical value of the right asserted would be
destroyed if not vindicated before trial, ” Clifford & Alt-
man I at 33 (quoting United States v. Ivory, 29 E.3d 1307,
1311 (8th Cir. 1994)), there is nothing legally inadequate
about a subsequent order reversing the ALJ on the issue of
these asserted affirmative defenses. Nor would such a re-
versal result in unusual delay or expense beyond that
inherent in any post-trial appeal. Indeed, the issues raised
in the stricken defenses are ancillary to the factual record
that must be developed and presented at hearing. If at the
conclusion of the hearing in these proceedings the Board
were to remand the matter for fuller exploration of these
issues, the remand would be a limited one, and would not,
as Respondents contend, require an entirely new trial.>

For these reasons, the Board finds that Respondents have
failed to establish any of the necessary prerequisites for
interlocutory review. Accordingly, the request for interloc-
utory review of the August 4 Order is denied.

B. Discovery Orders

Following the issuance of the Notice of Charges, Respon-
dents propounded a 92-item request for production of
documents. Enforcement Counsel, while producing over
30 boxes of documents, moved to limit the scope of certain
requests and to strike others. The ALJ granted the motion
in part by Order of August 12, 1999. In an Order dated
September 10, 1999, the ALJ granted Enforcement Coun-
sel’s motion to strike Respondents’ Second Request for
Production of Documents. Finally, in an Order dated Sep-
tember 13, 1999, the ALJ denied Respondents’ motion to
compel disclosure of documents as to which Enforcement
Counse] had claimed a variety of privileges. Respondents
seek interlocutory review, in whole or in part, of these
three orders.

Discovery orders rarely satisfy the requirements for in-
terlocutory review. Church of Scientology of California v.
United States, 506 U.S. 9, 18 n.11 (1992). First, a discov-
ery ruling *“is committed to the [trial judge’s] discretion,
and an allegation of abuse does not create a legal issue.”
White v. Nix, 43 F.3d 374, 376 (8th Cir. 1994); accord,
North Carolina Assoc. of Black Lawyers v. North Carolina
Board of Law Examiners, 538 F.2d 547, 54849 (4th Cir.
1976); Atlantic City Electric Co. v. A.B. Chance Co., 313

5. Moreover, Respondents claim that the evidence that supports
their stricken affirmative defenses also supports their other affirmative
defenses. Joint Request, August 18, 1999, at 16. To the extent this is
the case, no additional hearing would be necessary at all on a remand
to consider the stricken affirmative defenses.
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F.2d 431, 434 (2d Cir. 1963).¢ Second, as the Board has
previously stated,

such orders cannot be said to be “controlling” because
it is impossible to know whether and to what extent
they might control the outcome of the proceeding
absent the holding of the hearing, a ruling in the
context of that hearing, and the issuance of a
recommended decision. “If the final decision is
favorable to [Respondents], they [the discovery orders]
may never become the subject of an appeal. For these
reasons and others, discovery orders are not usually
appealable until the litigation has finally ended.”

In the Matter of Clifford & Altman, Order On Respondents’
Motion for Interlocutory Review of Administrative Law
Judge’s Order, February 14, 1997, slip op. at 6, quoting
McKesson Corp. v. Islamic Republic of Iran, 52 F.3d 346,
353 (D.C. Cir. 1995), cert. denied, 116 S. Ct. 704 (1996);
accord In the Matter of Pharaon, No. 91-037-E- 11, Order
Denying Motion for Interlocutory Review, September 12,
1995, at 3 (order excluding evidence from the hearing does
not involve a controlling question of law or policy).”

For the reasons stated below, the Board finds that Re-
spondents have not met their burden under Rule 28 to
justify interlocutory review of any of the challenged dis-
covery orders.

1. August 12 Order

Respondents seek interlocutory review of three aspects of
the August 12 Order. First, they assert that the ALJ erred in
striking, in the absence of evidence making out a prima
facie case of discrimination, their requests for documents
relevant to their affirmative defense that the Board has
treated them in a discriminatory manner relative to others
who allegedly violated similar provisions of law.® Second,
they argue that they should be entitled to information

6. The Board generally defers to the discovery rulings of administra-
tive law judges, in the same way that district court judges are accorded
wide discretion in dealing with such matters. See In the Matter of
Greenberg, OCC Docket No. AA-EC-90-45 (Board decision dated
October 28, 1991), aff'd, 968 F.2d 164 (2d Cir. 1992).

7. One exception to this general rule involves orders requiring the
production of purportedly privileged information, given the difficulty
of vindicating the rights involved in withholding privileged informa-
tion once disclosed. The Board's Rules include a provision precluding
the ALJ from requiring production of documents withheld on grounds
of privilege if the party withholding the documents has indicated its
intent to move for interlocutory review. 12 C.E.R. § 263.25(g). None
of the orders involved in the present requests required production of
assertedly privileged material.

8. The documents sought in this connection included, inter alia, all
minutes of Board meetings in which foreign ownership of United
States banks or bank holding companies was referred to; all policy
statements, memoranda, advisory opinions, or other writings that refer
to the criteria employed by the Board in considering merger applica-
tions; and all documents that identify any Order of Investigation, or
relate to any ruling or order, involving allegations of violations of the
statutory and regulatory provisions at issue in this case.

relating to the operations of Laredo National Bankshares,
Inc. and its subsidiaries, Laredo National Bank and South
Texas National Bank, because this information assertedly
establishes their good faith, a matter relevant to the deter-
mination of the amount of any penalty ultimately assessed.
Third, they challenge that part of the August 12 Order that
limited their access to information regarding Enforcement
Counsel’s contact with other government agencies during
the investigation to information regarding only those con-
tacts relating to the Notice of Charges.

Respondents have failed to make any of the showings
required by Rule 28 to justify interlocutory review with
respect to any of these issues. Even if it could be said that
the issue of Respondents’ right to discovery on a selective
prosecution claim absent a prima facie showing of discrim-
ination was a “controlling question of law or policy” —
and we do not believe that it is—Respondents have not
established that “substantial grounds exist for a difference
of opinion” on that question.® Enforcement Counsel has
pointed out that criminal defendants alleging discrimina-
tory prosecution must come forward with evidence of
discriminatory treatment before obtaining discovery on the
issue. United States v. Armstrong, 517 U.S. 456 (1996).
Respondents have provided no basis for their argument
that in the civil enforcement context they should be permit-
ted discovery with a lesser showing, and have thus failed to
establish that “substantial grounds” exist for a “difference
of opinion” on this issue.'® Respondents have similarly
failed to establish that interlocutory review of this issue
would advance the ultimate termination of the proceeding
or that later modification would be an inadequate remedy
or cause unusual delay or expense. As discussed above,

9. The Board rejects Respondents’ alternative assertion that they
have met their burden of showing a prima facie case of discriminatory
treatment. Their evidence in this regard consists of an affidavit by their
counsel, which recounts that he has interviewed unnamed “potential
witnesses™ who ““are familiar” with a named individual who allegedly
claimed to these potential witnesses that he had been retained by the
Federal Reserve Bank of New York in connection with an application
filed by Respondent Hank Rhon. According to the affidavit, this
individual allegedly told these potential witnesses that “there was no
way the Federal Reserve Board would allow Carlos Hank Rhon or any
other Mexican to control an institution the size of LNB.” Affidavit of
John M. Dowd in Support of Respondents’ Joint Opposition to En-
forcement Counsel’s Motion to Strike Respondents’ Second Joint
Request for Production of Documents, dated August 17, 1999. This is
double hearsay at least, and provides no probative evidence whatever
concerning any discriminatory motive in initiating the charges against
the Respondents here.

10. Respondents merely cite to the general discovery provision in
the Board’s Rules permitting discovery of documents having “materi-
al relevance to the merits of the pending action.” 12 C.FR.
§ 263.24(b). This standard is considerably more limited than the
analogous provision in Rule 26(b) of the Federal Rules of Civil
Procedure permitting discovery of information “relevant to the sub-
ject matter involved in the pending action.” See 61 Federal Register
20,338, 20,340 (1996). Accordingly, recitation of this standard does
not advance Respondents’ position that the Rules permit discovery on
an unsubstantiated charge of discriminatory prosecution. Indeed, it is
far from obvious that such a charge has any “relevance to the merits
of the pending action.” a phrase that deliberately focuses on the
particular charges brought against the respondents in a given case.
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these kinds of errors, if established, can be corrected upon
review of the ALJ’s recommended decision.

Respondents’ arguments with respect to the ALJ’s limi-
tation on discovery of documents relating to the operations
of Laredo National Bankshares and its subsidiaries, and
with respect to Enforcement Counsel’s contacts with other
government agencies, do not bear extended discussion.
Respondents have not established that either of these rul-
ings involved a controlling question of law, or that reversal
of these rulings would materially advance the termination
of this case. The documents relating to Laredo National
Bankshares and its subsidiaries relate solely to the factor of
Respondents’ “good faith” that might mitigate any civil
money penalty ultimately assessed after a hearing,
12 US.C. § 1818(1)(2)G). These documents thus would
not tend to advance the termination of this case at all, since
they would be irrelevant prior to the conclusion of the
hearing. Respondents’ stated purpose in seeking to expand
discovery into Enforcement Counsel’s contacts with other
agencies is “so that Respondents may properly serve sub-
poenas on these agencies,” but the ALJ has already re-
quired Enforcement Counsel to identify agencies with
which Board staff had contact about the Notice of Charges,
so additional discovery is unnecessary for that purpose.
Nor do Respondents establish any other basis to justify
interlocutory review of these discovery orders.

2. September 10 Order

With respect to the September 10 Order, Respondents
challenge the ALI’s denial of access to documents pertain-
ing to an individual who apparently provided information
to the Federal Reserve concerning Respondents and who
may have sparked the investigation that led to the Notice of
Charges, but who will not be called as a witness by
Enforcement Counsel.!’ Again, Respondents have failed to
establish any of the requisite factors for interlocutory re-
view on the issue of their access to this material. The
question at the hearing will be whether the charges in the
Notice are established by substantial evidence in the
record: thus, information bearing on that issue is of “mate-
rial relevance to the merits of the pending action” and a
proper subject of discovery. 12 C.ER. § 263.24(b). Such
documents were sought and provided in connection with
Respondents’ initial document request. The source of the
Board’s interest in Respondents’ activities is simply irrele-
vant to whether the charges can be sustained. [See In the
Matter of Northwest Indiana Bancshares, supra;, Towe v.
Board of Governors, supra].

3. September 13 Order

Finally, Respondents seek interlocutory review of the
ALJ’s determination in the September 13 Order that ap-

11. The documents sought included all documents that relate to any
communication between this individual and Board employees; all
documents that relate to this individual’s communications with any-
one concerning the Respondents; and this individual's personnel file,

proved the manner in which Enforcement Counsel invoked
various privileges to withhold a number of documents.
This is a typical discovery matter that is appropriately dealt
with at the conclusion of a case and not through interlocu-
tory review. Respondents have suggested no reason why
resolution of this issue now would materially advance the
ultimate termination of this case, or why subsequent modi-
fication would be an inadequate remedy or cause unusual
delay or expense. Nor can the manner in which the privi-
leges were asserted be considered a “controlling™ question
of law in these enforcement proceedings.

For these reasons, Respondents’ requests for interlocu-
tory review of the Orders of August 12, September 10, and
September 13, 1999, are denied.

So ordered, this 10th day of January, 2000.

BOARD OF GOVERNORS OF THE
FEDERAL RESERVE SYSTEM

JENNIFER J. JOHNSON
Secretary of the Board

FINAL ENFORCEMENT ORDERS ISSUED BY THE BOARD
OF GOVERNORS

Charles A. Drummond
Denver, Colorado

The Federal Reserve Board announced on January 19,
2000, the issuance of an Order of Assessment of a Civil
Money Penalty against Charles A. Drummond, a former
president, chief executive officer and director, and an
institution-affiliated party of the Professional Bank,
Denver, Colorado.

Solomon King
Cooper City, Florida

The Federal Reserve Board announced on January 19,
2000, the issuance of a Consent Order against Solomon
King, an institution-affiliated party of the First Western
Bank, Cooper City, Florida, a state member bank.

Christopher J. Woods
Elmwood Park, Illinois

The Federal Reserve Board announced on January 19,
2000, the issuance of an Order of Prohibition against
Christopher J. Woods, a former assistant vice president and
institution-affiliated party of the Midwest Bank and Trust
Company, Elmwood Park, lllinois.
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1.10 RESERVES, MONEY STOCK, AND DEBT MEASURES

Percent annual rate of change, seasonally adjusted’

1999 1999
Monetary or credit aggregate
Ql Q2 Q3 Q4 Aug. Sept. Oct. Nov. Dec
Reserves of depository institutions®
PTotal ... o -12 —6.6 -154 =79 25 1.3 -33.3 7.5° 9.7
2 Required . ... 1.0 -5.6 -15.0 -9.4 1.1 -6 -33.0 v 10.7
3 Nonborrowed -13 -6.7 -17.1 —-7.4 1.6 1.5 -320 8.9 73
4 Monetary base® ... 9.1 10.1 85 20.0 71 113 16.6 26.3 442
2.8 35 -22 44 32 —-9.7 5.5 10.3° 18.4
7.2 5.8 5.3 5.8 5.8 5.1 5.2 5.5 9.1
7.6 58 5.5 10.9 4.6 6.0 94" 16.8" 18.8
6.7 6.9" 6.0 na 6.7 70 6.1" 4.6 na
8.7 65 7.8 6.2 6.7 9.8 5.1 4.0 6.2
8.7 58 59 25.1 15 84" 21.0° 47.8° 443
Time and savings deposits
Commercial banks
{1 Savings, including MMDAS 116 9.7 117 51 2.0 14.5 42 -1.4" -1.2
12 Smalltime’ ,................... -55 -33 17 7.3 43 8.0° 7.4° 9.8 6.9
13 Large ime® . ... . e 0 -3.1 3 43.5 —13.6" 203 53.2 65.0° 60.3
Thrift institutions
14 Savings, incloding MMDAS  .............. oo 12.8 14.6 15.0 -1.7 4.2 45 -34 —6.3 ~-53
15 Small time -6.5 -7.1 -39 5.7 1.9 4.2 53 9.1 6.4
16  Large time® 7.6 -1.0 42 3.1 6.8 9.4 -8.0 2.1 2.7
Money market mutual funds
17 Retall ... .o e 20.5 10.7 6.9 11.5 9.9 87 9.6 11.7 234
18 Institution-only ... .. ... ...l 17.9 145 7.5 252 229 6.3 25.1 374 36.5
Repurchase agreements and Eurodollars
19 Repurchase agreements = .. ..........uiuititeeaineanennin.n 14.1 -2.9 16.2 104 7.0 ~1.2 —12.0 39.0 46.5
20 Eurodollars'®. ... ... ..o -8 320 =77 4.6 -33.3 —6.0 -22.5 62.6" 319
Debr components®
21 Federal . ... ... ... =31 -2.3 -3 n.a. 1.0 —4.2 —5.8 -1.7 n.a.
22 Nonfederal ........ ... .. . . 9.6 9.7 7.7 n.a. 8.3 10.2 9.3 8.0 n.a.

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

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

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

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

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

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

M3: M2 plus (1) large-denomination time deposits (in amounts of $100,000 or more). (2)
balances in institutional money funds, (3) RP liabilities (overnight and term) issued by all

depository institutions, and (4) Eurodollars (overnight and term) held by U.S. residents at
foreign branches of U.S. banks worldwide and at all banking offices in the United Kingdom
and Canada. Excludes amounts held by depository institutions, the U.S. government, money
market funds, and forergn banks and official nstitutions. Seasonally adjusted M3 1s calculated
by summung large time deposits, institutional money fund balances, RP liabilities,
and Eurodollars, each seasonally adjusted separately, and adding this result to seasonally
adjusted M2,

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

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

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

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

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

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

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

Millions of dollars

dﬁ;l;mﬁ%geu;)efs Average of daily figures for week ending on date indicated
Factor 1999 1999
Oct. Nov. Dec. Nov. 17 Nov. 24 Dec. 1 Dec. 8 Dec. 15 Dec. 22 Dec. 29
SUPPLYING RESERVE FUNDS
1 Reserve Bank credit outstanding ...... ... ... 542,985 561,178 595,910 561,722 562,828 573,544 574,556 584,129 594,424 618,787
U.S. government securities
2 Bought outright—System account®. . ....... 490,849 492,811 492,467 492,677 494,001 493,577 493,998 495,734 494,597 489,170
3 Held under repurchase agreements ......... 428 0 0 0 0 0 0 0 0 0
Federal agency obligations
4 Bought outright ........................ 206 183 181 181 181 181 181 181 181 181
5 Held under repurchase agreements 1,916 0 0 0 0 o 0 0 0 0
6  Repurchase agreements—triparty” . . ... . 14,248 33,382 68,012 33,669 35,095 46,103 45,754 53,343 64,415 93.154
T ACCEPIANCES ... 0 0 0 0 0 0 0 0 0 0
Loans to depository institutions
8 Adjustment credit 35 172 160 435 69 59 21 167 83 361
9 Seasonal credit . 224 65 69 59 59 65 61 60 80 78
10 Special Liquidity Faci credi . 3 12 74 4 6 8 10 43 25 223
11 Extended credit .. ........... . 0 0 0 0 0 0 0 0 0 0
12 Float .................. . 482 416 762 415 329 201 1,222 648 615 635
13 Other Federal Reserve assets ................ 34,594 34,138 34,186 34,281" 33,088 33,350 33,310 33,952 34,429 34,984
14 Gold stock . .......cviiiii i 11,050 11,049 11,048 11,049 11,049 11,049 11,048 11,049 11,049 11,048
15 Special drawing rights certificate account . . 7,200 7,200 6,652 7,200 7,200 7,200 7,200 7.057 6,200 6,200
16 Treasury currency outstanding ................. 27,546 21,747 27,928 27,739 27,785 27.831 27,872 27,908 27,943 27978
ABSORBING RESERVE FUNDS
17 Currency in circulation ........... .. ........ 550941 569,656 601,159 568,348 573.274 580.664 585,216 592,106 602,552 619,311
18 Reverse repurchase agreements—triparty* . 4] 0 0 0 0 0 0 0 0 0
19 Treasury cash holdings ........ ............ 94 93 110 95 95 89 112 108 109 109
Deposits, other than reserve balances, with
Federal Reserve Banks
20  Treasury 5,179 5,055 8,250 4.726 5,340 5,107 4,800 5,273 6,206 12,138
21 Foreign 182 213 136 264 203 211 186 214 58 99
22 Service-related balances and adjustments . 7,165 7,176 7,513 7,085 7.162 7.294 7,093 7.338 7,770 7,783
23 Other ...l .. 278 252 248 256 255 245 224 22, 213 195
24 Other Federal Reserve liabilities and capital .. 18,362 18,384 18,505 18.369 18,437 18,393 18,345 18,643 18,663 18,625
25 Reserve balances with Federal Reserve Banks® . . 6,580 6,346 5,616 8.568 4,095" 7,621 4,701 6.238 4,044 5,752
End-of-month figures Wednesday figures
Sept. Oct. Nov. Nov. 17 Nov. 24 Dec. 1 Dec. 8 Dec. 15 Dec. 22 Dec. 29
SUPPLYING RESERVE FUNDS
1 Reserve Bank credit outstanding ............... 548,919 575,843 653,561 564,024 570,798 576.255 578,314 592.187 603,648 644,631
U.S. government securities”
2 Bought outright—System account® ......... 490,738 | 492910 477,963 | 493.096 494,529 493474 | 494744 | 494927 494,391 483,417
3 Held under repurchase agreements ......... 0 0 0 0 0 0 0 ] 0 0
Federal agency obligations
4 Bought outright ............... 188 181 181 181 181 181 181 181 181 181
5 Held under repurchase agreements 0 0 0 0 0 0 0 0 0 0
6  Repurchase agreements—triparty .. 22,560 49,440 140,640 35,320 41,455 49,505 47,025 60,665 73,085 122,870
T ACCEPIANCES . . .t 0 0 1] 0 0 0 0 4] 1] 0
Loans to depository institutions
8 Adjustment credit ........ ... ... 41 8 140 2,115 299 8 32 1.010 112 1.609
9 Seasonal credit ....... ... e, 123 65 47 64 64 70 55 72 78 76
10 Special Liquidity Fac111ly credit S 10 5 47 s 9 7 11 236 28 1,187
11 Extended credit . 8] 0 [} 0 0 0 0 0 [0} 0
12 Float .. ............... . ..., - —297 122 —237 570 939 15 2,666 809 1,088 113
13 Other Federal Reserve assets ................ 35,556 33,111 34781 32,672 33,321 32,995 33,600 34,287 34,685 35,178
148 GOl SOCK . ..ot ee e 11,049 11,049 11,048 11,049 11,049 11,048 11,048 11,049 11,048 11,048
15 Special drawing rights certificate account . . 7,200 7,200 6,200 7,200 7,200 7,200 7,200 6,200 6,200 6,200
16 Treasury currency outstanding .. ... ........... 27,636 27.831 28,013 27,739 27,785 27,831 27,872 27,908 27,943 27978
ABSORBING RESERVE FUNDS
17 Currency in circulation ............ ..o.oo..s 555,720 | 583,103 628,350 | 571.300 578,777 584,020 589,133 597,616 611,834 628,587
18 Reverse repurchase agreemen!ﬁfmparty . 0 0 0 0 0 0 [} 0 0 0
19 Treasury cash holdings ............... . .... 94 85 109 97 85 113 108 109 109 109
Deposits, other than reserve balances, with
Federal Reserve Banks
20 Treasury . . . 4,527 5,025 28,402 5,228 4,525 5,082 5,127 1,777 4,741 25,923
21 Foreign ... . 189 501 71 171 171 162 178 496 88 234
22 Service-related balances and adjustments . 7,276 7,294 7,866 7,085 7,162 7,294 7,093 7,338 7,770 7,783
23 Other ......... ... il 202 221 1,261 247 253 236 214 224 210 183
24 Other Federal Reserve liabilities and capital .. ... 18,401 18,618 17,256 18,141 18,196 17.992 18,142 18,347 18,372 18,284
25 Reserve balances with Federal Reserve Banks® .. 8,395 7,076" 15.498 7.743 7,662 7.435 4,440 5.437 5,715 8,753
1. Amounts of cash held as reserves are shown n table .12, line 2. 4. Cash value of agreements arranged through third-party custodial banks. These agree-
2. Includes securities loaned—fully guaranteed by U.S. government securities pledged ments are collateralized by U.S. government and federal agency securities.
with Federal Reserve Banks—and excludes securities sold and scheduled to be bought back 5 Excludes required cleanng balances and adjustments to compensate for float.

under maiched sale-purchase transactions.
3. Includes compensation that adjusts for the effects of inflation on the principal of
inflation-indexed securities.
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1.12 RESERVES AND BORROWINGS Depository Institutions’
Millions of dollars

Prorated monthly averages of biweekly averages
Reserve classification 1997 1998 1999 1999
Dec. Dec. Dec June July Aug. Sept. Oct. Nowv. Dec

1 Reserve balances with Reserve Banks® ............ 10,663 9,021 5,259 8,539 7,797 7,802 7,698 6,768 6,285 5,259

2 Total vault cash®. . .... . ......... . . 44,740 44,305 60,478 42,632 44,059 44,664 44,519 47,017 50,735 60,478
3 Applied vault cash® . 37,255 35,997 36,396 33,856 34,005 34,069 34,089 33,933 34,660 36,396
4 Surplus vault cash®. ... 7,485 8,308 24,082 8,776 10,054 10,595 10,430 13,084" 16,076 24,082
5 Total reserves” ........ . 47,920 45,018 41,656 42,394 41,802 41,871 41,787 40,702 40,944 41,656
6 Required reserves . ......... .0 Lol 46,235 43,435 40,344 41,133 40,726 40,742 40.590 39,549 39,610 40,344
7 Excess reserve balances at Reserve Banks’ . ... .. 1,685 1,583 1,311 1,261 1,076 1,129 1,197 1,153 1.334 1,311

8 Total borrowing at Reserve Banks .......... . 324 117 320 145 309 344 338 281 236 320

9 Adjustment e . 245 101 179 18 83 72 56 52 157 179

10 Seasonal ........ 79 15 67 127 226 271 282 221 71 67
11 Special quuldlty Fac .. N 74 .. L .. 0 8 7 74
12 Extended credit? .. ....... ... ... Q Q Q 0 4] 0 0 0 ¢ 0

Biweekly averages of daily figures for two week periods ending on dates indicated

1999 2000

Sept. 8 Sept. 22 Oct. 6 Oct. 20 Nov. 3 Nov. 17 Dec. 1" Dec. 15 Dec. 29 Jan. 12

1 Reserve balances with Reserve Banks® .. ........ 8,470 7,440 7,380 6,544 6,721 6,524 5,927 5,434 4,887 6,309

2 Total vault cash®. . ...... ........... . 43,774 44,556 45,199 47,350 47,586 49,503" 52,790 56,674 63,636 68,849

3 Applied vault cash? . 34,126 34,327 33,636 33,998 34,014 34,046 35,470 35,346 37,321 37,741

4 Surplus vaultcash®. . ........... 9,648 10,229 11,563 13,352 13,572° 15,457 17,320 21,329 26,315 31,108

5 Total reserves® ......... . ......... 42,596 41,766 41,016 40,542 40,735 40,569 41,397 40,780 42,208 44,050

6 Requiredreserves ............. . ... . 41,388 40,744 39,524 39,408 39,742 39,196 40,027 39,682 40,947 40,926

7  Excess reserve balances at Reserve Banks’ . 1,207 1,022 1,491 1,133 993 1,373 1,370 1,098 1,261 3,124

8 Total borrowing at Reserve Banks .......... .. 318 323 385 265 246 329 133 181 425 657

9 Adjustment................. .. 35 48 91 21 72 263 64 94 222 530

10  Seasonal .......... 284 276 294 244 153 62 62 61 79 38
11 Special quuldlty Facility®. . ........ ... .. .. 1 1 22 5 7 27 124 90
12 Extended credit’ ...... . ......... .......... 0 0 0 0 0 0 Q 0 0 0

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

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

3. Vault cash eligible to satisfy reserve requirements. 1t includes only vault cash heid by
those banks and thrift institutions that are not exempt from reserve requirements. Dates refer
to the maintenance periods in which the vault cash can be used to satisfy reserve require-
ments.

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

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

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

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

8. Borrowing at the discount window under the terms and conditions established for the
Century Date Change Special Liquidity Facility in effect from October 1, 1999 through
April 7, 2000.

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



1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per year

Policy Instruments A7

Current and previous levels

Adjustment credit’ Seasonal credit? Extended credit® Special Liquidity Facility credit®
Federal Reserve
Bank On Effective | Previo o Effects Previ o r
C us n ective evious n Effective Previous i i
2/4/00 date rate 2/4/00 date rate 2/4/00 date T’al: ® 2/?/?]0 Eﬂ;e;‘elve Pri;’:: .
Boston .......... 5.25 2/2/00 5.00 5, 1/27/00 . 2
ik 22100 75 12710 5.55 6.25 1/27/00 6.05 71.25 2/2/00 7.00
Philadelphia 2/2/00
Cleveland ...... 2/2/00
Richmond ....... 2/2100
Atlanta .......... 2/2/00
Chicago 2/2/00
St. Louis .. 2/2/00
Minneapolis ..... 2/3/00
Kansas City 2/2/00
Dallas........... 2/4/00
San Francisco ... . 5.25 2/2/00 5.00 575 1/27/00 5.55 6.25 1/27/00 6.05 7.25 2/2/00 7.00
Range of rates for adjustment credit in recent years®
. Range (or | ER. Bank Range (or | ER. Bank
Effective date level)—All of Effective date lcvel%—fAll of Effective date l?::l%e-(Aml-l FR.ol?ank
ER. Banks N.Y. FR. Banks NY. FR. Banks NY.
In effect Dec. 31,1977 . ........ 6 6 9.5-10 9.5 3-3.5 35
9.5 9.5 35 )
1978—Jan. 9............. | 665 65 9-9.5 9 335{4 13{5
20.. 6.5 6.5 9 9 T4 4
May 6.5~7 7 8.5-9 9 4475 4.75
7 7 8.5-9 8.5 475 473
July 7-7.25 7.25 85 8.5 ' )
7.25 7.25 1995—Feb. L......... ..... =
Aug. 775 7.75 8.5-9 9 9L 4'755 il
Sept. 8 8 9 9 ) .
Oct. 8-85 8.5 8.5-9 8.5 1996—Jan. 31 ............... 5.00-5.25 5.00
8.5 8.5 8.5 85 Feb. 5. ....... ... 5.00 5.00
Nov. 8.5-9.5 9.5 8 8 N -
9.5 9.5 1998—0Oct. .
1985—May 20 .. .. oireiins 75-8 75 1 4'72 755'00 2‘;2
1979—IJuly 10 10 24 7.5 75 Nov. 450475 450
Aug. 10-10.5 10.5 4.50 4.50
10.5 10.5 1986—Mar. 7-15 7 - ’
Sept. 10.5-11 it 1 7 7 1999—Aug. 4.75
11 11 Apr. 6.5-7 6.5 2 4.75
Oct. 11-12 12 6.5 65 Nov. 475
12 12 Juty 6 6 5.00
Aug. 5.5-6 5.5 h
1980—Feb. ! 12-13 13 5.5 55 2000—Feb. 5.25
3 13 .
May 12-13 13 1987—Sept. 4 ..., 5.5-6 6 528
2 12 D 6 6 Ineffect Feb. 4, 2000 .........
June 11-12 1 5% 52
It 11 1988—Aug. 9 ... 6-6.5 6.5
July 10-11 10 | 6.5 6.5
10 10
Sept. 11 11 1989—Feb. 24 ............... 6.5-7 7
Nov. 12 12 27 oo 7 7
Dec. 12-13 13
3 13 1990—Dec. 19 ...l 6.5 6.5
1981—May 13-14 14 1991—Feb. 1 .............. 6-6.5 6
14 14 4 ... 6 6
Nov. 13-14 i3 Apr. 30 . 5.5-6 55
13 13 May 2 ... 55 55
Dec. 12 12 Sept. 13 .. 5-5.5 5
17 5 5
1982—July 11.5-12 115 Nov. 6 4.5-5 4.5
2 1LS I.s 7 45 45
Aug 11-11.5 11 Dec. 20 3545 35
11 1 24 35 35
10.5 10.5
10-10.5 10 1992—July 2 ...l 3-35 3
i0 10 T 3 3

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

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

3. May be made available to depository institutions when similar assistance is not
reasonably available from other sources, including special industry lenders. Such credit may
be provided when exceptional circumstances (including sustained deposit drains, impaired
access 1o money market funds, or sudden deterioration in loan repayment performance) or
practices involve only a particular institution, or to meet the needs of institutions experiencing
difficulties adjusting to changing market conditions over a longer period (particularly at times
of deposit disintermediation). The discount raie applicable to adjustment credit ordinarily is
charged on extended-credit loans outstanding less than thirty days; however, at the discretion
of the Federal Reserve Bank, this time period may be shortened. Beyond this initial period, a
qexible rate somewhat above rates charged on market sources of funds is charged. The rate

ordinarily is reestablished on the first business day of each two-week reserve maintenance
peljiod, but it 1s never less than the discount rate applicable to adjustment credit plus 50 basis
points.

4. Available in the period between October 1. 1999, and Apnil 7, 2000, 1o help depository
institutions in sound financial condition meet unusual needs for funds in the period around the
century date change. The interest rate on loans from the special facility is the Federal Open
Market Committee’s intended federal funds rate plus 150 basis points.

5. For earlier data. see the following publications of the Board of Governors: Banking and
Monetary Statistics, 1974-1941, and 1941-1970; and the Annual Statistical Digest, 1970—
1979.

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

Requirement
Type of deposit
Per;:;(l)zig; of Effective date
Net transaction accoums
1 $0 million-$44.3 ml]llon3 ................................................................................ 3 12/30/99
2 More than $44.3 million* 10 12730199
3 Nonpersonal time deposim’ ............................................................................... 0 12/27/90
4 Burocurrency Habilities®. . ...... ... ... et e e 0 12/27/90

1. Required reserves must be held in the form of deposits with Federal Reserve Banks
or vault cash. Nonmember institutions may maintain reserve balances with a Federal

Reserve Bank indirectly, on a pass-through basis, with certain approved institutions. For
previous reserve see earlier editions of the Annual Report or the Federal
Reserve Bulletin. Under the Monetary Control Act of 1980, depository institutions
include commercial banks, savings banks, savings and loan associations, credit unions,
agencies and branches of foreign banks, and Edge Act corporations.

2. Transaction accounts mclude all deposns against which the account holder is permitted
to make withd by neg or tr ble instruments, payment orders of with-
drawal, or telephone or p thorized fers for the purpose of making payments to third
persons or others. However, accounts subject to the rules that permit no more than six

horized ic, or other per month (of which no more than three may be
by check, draft, debit card, or similar order payable directly to third parties) are savings
deposits, not transaction accounts.

3. The Monetary Control Act of 1980 requires that the amount of transaction accounts
against which the 3 percent reserve requirement applies be modified annually by 80 percent of
the p change i held by all d y institutions, determined
as of June 30 of each year. Effective with the reserve mai e period b
December 30, 1999, for depository institutions that report weekly, and with the period
beginning January 20, 2000, for institutions that report quarterly, the amount was decreased
from $46.5 million to $44.3 million.

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

succeeding calendar year by 80 percent of the percentage increase in the total reservable
liabilities of all depository institutions, measured on an annual basis as of June 30. No
corresponding adjustment is made in the event of a decrease. The exemption applies only to
accounts that would be subject to a 3 percent reserve requirement. Effective with the reserve

e period b Dex 30, 1999, for depository institutions that report
weekly, and with the period beginning January 20, 2000, for institutions that report quarterly,
the exemption was raised from $4.9 million to $5.0 million.

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

5. For institutions that report weekly, the reserve requirement on nonpersonal time deposits
with an original maturity of less than 142 years was reduced from 3 percent to 114 percent for
the maintenance period that began Dec. 13, 1990, and to zero for the maintenance period that
began Dec. 27, 1990. For institutions that report quarterly, the reserve reguirement on
nonpersonal time deposits with an original maturity of less than 12 years was reduced from 3
percent to zero on Jan. 17, 1991,

The reserve requirement on nonpersonal time deposits with an original maturity of 14
years or more has been zero since Oct. 6, 1983.

6. The reserve requirement on Eurocurrency liabilities was reduced from 3 percent to zero
in the same manner and on the same dates as the reserve requircment on nonpersonal time
deposits with an original maturity of less than 112 years (see note 5).




1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS!

Millions of dollars

Policy Instruments A9

1999
Type of transaction 1996 1997 1998
and maturity
May June July Aug. Sept. Oct. Nov.
U.S. TREASURY SECURITIES®
Owrright mransactions (excluding marched
transuactions)
Treasury bills
1 G { 9.901 9,147 3,550 0 [¢] 0 0 0 0 0
2 0 0 ) { 0 ] 0 0 0 0
3 N 426,928 436,257 450.835 37.107 35045 42,037 37.052 42,643 35844 36,882
4 For new bhills .. 420928 435907 450,835 307 3SAMS 42,037 37.052 42.643 35844 36,882
5 Redemptions .. 0 0 2.000 0 0 0 0 0 0 0
Others within one year
6 Gross purchases 524 5,549 6.297 1421 830 951 429 960 [¢] 964
7 Gross sales . [d] 0 [} 0 [§] 0 [{] [ 0 0
8 Matrity shifts . .. 30.512 41,716 46.062 3,768 2740 3279 7.669 3,408 3.831 6.675
9 Exchanges . ... . ~41.394 —27499 —49.434 - 4607 —5.540 —368 - 10,798 =225 —368 —10,150
10 Redemptions ... ... .o 2018 1996 26760 0 0 -+ 0 0 170 0
One to five y
3] 3808 20,080 12,901 4442 948 0 1272 0 0 1,014
12 0 ) 0 0 0 ] 0 0 0 0
3 . 25022 = 37987 -31.377 - 3,708 =240 ~3.279 ~4.751 ~3468 -3831 —3.685
(4 Exchanges ... IASY 20274 37054 2,562 5.540 0 8433 2,28 0 8.015
Five to ten years
15 Gross purchases [NRL 3449 2204 1584 63 0 7 0 0
16 Gros S 0 0 0 0 0 0 1] 0 1]
17 Maturity =5.46Y — 1954 —=5.908 0 0 0 =2918 0 0
i8  Exchanges .. 6,066 3205 7439 245 0 RYR] £.290 0 0
More than ten
{ 1,655 5,897 4884 2890 [¢] 0 1.075 Q §] 925
0 0 Y] [} Y] 0 0 [} 0
=20 1,775 0 ] ] 0 0 0 =717
3,270 2.360 0 O 0 L0735 0 374 Q0
17.004 44,122 29926 10,337 1.893 V51 3223 960 0 2903
0 0 0 0 0 v 0 0 0 0
2015 £.996 4.070 4] 0 41 0 0 170 0
Matched vransactiony
26 Gross purchases 3092,309 | 35770954 | 4395430 356,460 3ISN872 347007 374,032 248014 317.537
27 Gross sules L 3094769 | 3S80.274 | 4399330 | 358362 380,404 340747 373159 350,151 318,294
Repurchase ugreements
28 Gross purchases ... .. .. 810485 512,671 27.605 17710 27,707 23007 29,369 100 0
29 Gross sales Lo 809208 5140086 30.53) 14,614 33012 23717 24337 7,707 0
30 Net change in LS. Treasury securities ..o L 19919 41022 19,835 6.008 5.397 4075 3476 3855 5,924 2,146
FEDERAL AGENCY OBLIGATIONS
Ouiright transaciions
A1 Gross purchases ..o 0 0 0 0 0 0 0 0 0 (]
32 Gross sales .. 0 0 25 0 0 0 0 0 0 0
33 Redemptions 400 1.540 322 0 52 1t it 0 50 7
Repurchase o,
34 Gross purcha: .. .. 75354 160,409 284,316 867 32786 46,941 61,968 53224 9,636 0
33 Grosssales Lo 74842 159,309 276,260 36.962 32,104 48,840 50,053 47.903 24,092 0
36 Net change in federal agency obligations ... . 103 500 7703 1.205 630 1 900 5904 5,201 - {4,506 -7
Reverse repurchase agreements
37 Gross purchases ... .o i} 0 0 0 0 0 0 0 0 0
38 Gross sales ... 0 1] 0 0 0 0 0 0 ] 0
Repurchase agreements
39 Gross purchases .. FE BN 0 0 0 0 0 0 0 0 68.061 81,350
Y Gross sales ... 3] 8] [} 1} 1) 4] o 0 45.501 54470
41 Net change in triparty obligations ... . 0 0 0 0 o 0 0 0 22,560 26,880
42 Total net change in System Open Market Account . . . 20,021 40522 27,538 7,213 6,028 -6,584 9,380 9,116 2,130 29,019

1. Sales, redemptions. and negative igures reduce holdings of the System Open Markes

Account; all other figures inerease such holdings.

2. Transactions exclude changes in compensation for the effects of inflation on the principal
of inflation-indexed securitics.
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1.18

Millions of dollars

FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements’

Wednesday End of month
Account 1999 1999
Pec. ¥ Dec. § Dec. 15 Dec 22 Dec. 29 Oct. 31 T Nov. 30 Dec. 31
Consolidated condition statement
ASSETS
1 Gold certificale account ... ... ... 11,048 1;.(2)48 |é(ﬂ)?)g lé%g lé,gég ];(2)403 l%%g lé,ggg
g ing ri certificate o 7.200 2200 .2 2 s . E e
3 et dravine ighs cor Hlieate aooount e 230 228 231 238 203 131 237 207
Loans ~
4 To depository STULHONS . .. ... cooovien. 88 Qg ).313 21% 2,87(2} 173) /g 233
5 Other ..
& Acceptances held under repurchase agreements ............ 0 4] 0 0 0 0 0 0
Triparry Obligations
7 Reg:nc'hase ai:;memcms»lrip:my2 ................... . 49,505 47.025 60,665 73.085 122.870 22,560 49,440 140,640
Federal agency obligations’®
8 Bought outrigg( ................................... 181 181 181 181 181 188 18(1) 18(1)
9 Held ander repurchase agreements  ................ e 0 0 0 0 0 4]
10 Total U.S. Treasury securities’ ....... ............ ... 493474 494,744 494,927 494,391 483,417 490,738 492,910 477,963
11 Bought outright® . ... ... ... o oo 493,474 494,744 494,927 494,391 483,417 490.738 492910 477,963
12 ofl;ﬁls ou g ......... 198,841 199.233 197,194 193.834 181,973 199,035 198,278 176,517
13 213271 213.273 214,756 217,580 218,466 211,273 213,270 218,467
14 .. e 81,362 82,238 82977 82,977 82,978 80,430 81,362 82,978
15 Held under repurchase agreements . ... ......... ..o 0 0 0 [} O 0 0 0
16 Total loans and securitles ... ... ...... ... ... ... ... 543,245 542,048 557,092 567.876 609,340 513,659 542,609 619,017
17 Items in process of collection . . ..... . ... .. 8,038 8.958 8.925 R,896 6,925 4,726 9,245 6,524
18 Bank ;reilises .................................... 1,353 1.354 £.355 1,356 1,356 1,344 1.353 1,365
Other assets Y
19 Denominated in foreign CUITENCIES’ ... .....o.oooiiio. .. 16,191 16,195 16,199 16,203 16,176 16,251 16,292 16,140
20 Albother®. . oo e 13,361 15,886 16,594 17,139 17.657 17,678 15,297 17.294
21 Tatabassels . ....... ... ... ool 602,666 662,917 617,645 628,957 668,906 572239 603,282 677,795
LIABILITIES
22 Federal ReServe NOWES . ... ..o oviuut i cveannn 556,532 561,596 570,047 384,238 600921 528,509 555593 600,662
23 Reverse repurchase agreements—triparty” . .............. 0 0 0 O a 0 G 0
24 Total depesits . . ... ... PR e e 20420 15,769 21,323 18,366 43,069 20,420 26,517 53,760
25 Depository insttutions .. ... i 14,939 10,189 12,827 13.327 16,729 15,502 14,771 24,027
26 US. Treasury—General account  .......... 5.082 5127 2,777 4741 25923 4,527 5,025 28,402
27 Foreign—Official accoumts ...... ... 162 178 496 28 234 189 501 "
28 Other .........co i o 236 214 224 210 183 202 221 1,261
29 Deferred credit HEMS - . .o oot i e 7,722 7,469 7927 7.980 6,632 4,909 8,552 6,117
30 Other habilities and accrued dividends’. ................ 4,457 4.457 4,616 4,605 4,478 4455 4,600 4,397
31 Total liabilities . ........ ... ... ... ... .. ... 589,131 589,232 603,914 615,190 655,099 558,293 589,265 664,931
CAPITAL ACCOUNTS
32 Capital paid sn .. ... ..o 6,374 6412 6.398 6,425 6.432 6,355 6,372 6,432
33 Surplus ... ... 5952 5,952 5,952 5,952 5,952 5952 5,952 6,432
34 Other capital accounts 1,209 1,320 1,381 1,390 1,422 1,639 1,694 Q
35 Total tiabilities and capital accounts ... ... .. ... 602,666 602,917 617,645 628,957 668,906 572,239 603,282 677,795
Memo
36 Marketable U.S. Treasury secunties held in custody for
foreign and international accounts ... ... ... ... ... na. na n.a. na. n.a. na. na. n.a.
Federal Reserve note statement
37 Federal Reserve notes outstanding (sssued to Banksy ... .. 825,329 824,756 824,510 823,577 822,441 827,249 825,379 821,959
38 LEess: Held by Federal Reserve Banks ..., ... ..., 268,797 263,160 254,463 239,339 221,520 298,740 269,785 221,297
39 Federal Reserve notes, net ............ e 556,532 561,596 570,047 584,238 600,921 528.509 555.595 600,662
Collateral held against notes, net
40 Gold certificate account .. ......... ..... 11,048 11.048 11,049 11,048 11.048 11,049 11,049 11,048
41 Special drawing rights certificate account ... ....... 7,200 7.200 6,200 6,200 6,200 7,200 7.200 6,200
42 Other eligible assets .................. 0 1,398 0 0 0 0 0 0
43 U.S. Treasury and agency securities. ......... ........ 538,284 541,950 552,799 566,990 583,673 510,261 537,346 583414
44 Totateollateral .. ... ... ... .. ... Lol 556,532 561,596 $70,047 584,238 600,921 528,509 555,595 660,662

release. For ordering address, see inside front cover.
2. Cash value of agreements arranged through third-party custodial banks.
3. Face value of the securities.
4. Tncludes securities loaned—fully guaranteed by U.S. Treasury securities pledged with
Federal Reserve Banks—and includes compensation that adjusts for the effects of mflation on
+ha nrincipal of inflation-indexed securities. Excludes securities sold and scheduled to be

*~*~hed sale-purchase transactions.

1. Some of the data in this table also appear in the Board’s H4.1 (503) weekly statistical

5. Valued monthly at market exchange rates.
6. Includes special investment account at the Federal Reserve Bank of Chicago in Trea
bills maturing within ninety days.
7. Includes exchange-translation account reflecting the monthly revaluaton at m

exchange rates of foreign exchange commitments.
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1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holding
Millions of dollars

Wednesday End of month
Type of holding and maturity 1999 1999

Dec. | Dec. 8 Dec. 15 Dec. 22 Dec. 29 Oct. 31 Nov. 30 Dec. 31

1 Totalloans ... ...................cciiiiiiienens 85 98 1,319 218 2,872 173 78 233
2 Within fifteen daysI ............................... 27 52 1,039 204 2,851 106 46 207
3. Sixteen days to ninety days .. 56 43 51 7 10 66 31 20
4. 01 daysto ] Year . ... i 2 3 229 8 11 7
5 Total U.S. Treasury securities? ...................... 493,474 494,744 494,927 494,391 483,417 490,738 492,910 477,963
6 Within fifteen days‘ ............................... 11,438 15,145 10,891 12,871 15,634 7,085 8,277 4,632
7 Sixteen days to ninety days . . .. 103,422 105,402 102,817 97,667 83,448 105,645 102,802 91,919
8 Ninety-one days to one year . 140,670 135,375 140,175 141,435 141,030 141,442 143,889 139,866
9 One year to five years ..... . 122,414 122,414 123,671 125,044 125,929 121,201 122,413 124,169
10 Five yearstoten years ........................ - 50,520 50,521 51,104 51,105 51,106 50,212 50,520 51,107
11 More thanten years .................coiiiiiiiin.. 65,010 65,886 66,269 66,269 66,270 65,153 65,010 66,270
12 Total federal agency obligations ..................... 181 181 181 181 181 188 181 181
13 Within fifteen days' ........... ... ... ... 0 0 0 0 0 7 0 0
14 Sixteen days to ninety days . . . 31 31 31 31 31 6 31 31
15 Ninety-one days to one year . .. 20 20 20 20 20 45 20 20
16 One year to five years ..... .. 10 10 10 10 10 10 10 10
17 Five years to ten years . . 120 120 120 120 120 120 120 120
18 More than ten years .......................oieannn 0 0 0 0 0 0 0 0

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

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

Billions of dollars, averages of daily figures

1999
1996 1997 1998 1999
Item Dec. Dec. Dec. Dec.
May June July Aug. Sept. Oct. Nov. Dec
S Hi j
ADJUSTED FOR easonally adjusted
CHANGES IN RESERVE REQUIREMEN'IS
1 Total teSErVes™ .. ...\, es sttt 50.16 46.86 44.90 41.53 44.36 42.87 41.98 42.07 42.11 40.94 41.20 41.53
2 Nonborrowed reserves® . . 50.01 4654 | 4479 | 4121 4423 4272 41.67 41.72 41.77 | 40.66 4096 | 4121
3 Nonborrowed reserves plus ‘extended credit’ . 50.01 46.54 4499 41.21 4423 42.72 41,67 41.72 4177 | 40.66 40.96 41.21
4 Required reserves ...................... 48.75 45.18 43.32 4022 43.11 41.61 40.90 40.94 40.92 39.79 39.86 40.22
S Monetary base® .. .. ... .. 451.37 | 478.88 | 512.32 | 590.32 | 534.86 | 537.63 | 541.20 | 544.42 | 549.56 | 557.15" | 569.35 | 590.32
Not seasonally adjusted
6 Total TESEIVES’ . ...\t e e e 51.45 48.01 4512 41.73 4491 42.43 41.85 41.92 41.85 4077 41.02 41.73
7 Nonborrowed reserves .......... ..... 51.30 47.69 45.00 41.41 4478 42.29 41.54 41.58 41.51 40.49 40.78 41.41
8 Nonborrowed reserves plus extended credit”. 51.30 47.69 45.00 4141 44.78 4229 41.54 41.58 41.51 40.49 40.78 41.41
9 Required reseryes®...................... 50.04 46.33 43.54 40.42 43.65 41.17 40.77 40.79 40.65 39.62 39.68 40.42
10 Monetary base” . ......... ... i 456.63 | 484.98 | 518.28 | 60029 | 533.12 | 535.88 | 540.98 | 543.87 | 548.13 | 555.51 | 571.82 | 600.29
NOT ADJUSTED FOR
CHANGES IN RESERVE REQUIREMENTS'®
11 Total reserves'! ... ... ... ... . ... i 51.17 4792 45.02 41.66 4488 42.39 41.80 41.87 41.79 40.70 40.94 41.66
12 Nonborrowed reserves .............. 51.02 47.60 44.90 41.34 44.75 4225 4149 41.53 41.45 40.42 40.71 41.34
13 Nonborrowed reserves plus extended credit 51.02 47.60 4490 41.34 44.75 4225 4149 41.53 41.45 40.42 40.71 41.34
14 Required reserves 49.76 46.24 43.44 40.34 43.62 41.13 40.73 40.74 40.59 39.55 39.61 40.34
15 Monetary base'?, . . 46340 | 491.79 | 525.06 | 607.76 | 539.98 | 542.82 | 548.07 | 550.86 | 555.19 | 562.64 | 578.94 | 607.76
16 Excess reserves'® | 142 1.69 1.58 131 1.26 1.26 1.08 1.13 1.20 LIS 1.33 131
17 Borrowings from the Federal Reserve .16 32 12 32 13 A5 31 34 34 28 24 32

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

2. Figures reflect adjustments for discontinuities, or ‘‘breaks,”
in reserve requi (Sce also table 1.10.)

S Ity adjusted, break-ad d total reserves equal seasonally adjusted, break-
ad_;usted requlred reserves (line 4) plus excess reserves (line 16).

d, break-adjusted nonborrowed reserves equal seasonally adjusted,
brea.k adjusted mtal reserves (line 1) less total borrowings of depository institutions from the
Federal Reserve (line 17).

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

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

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

associated with regulatory

h

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

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

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

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

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

13. Unadjusted total reserves (line 11) less unadjusted required reserves (line 14)
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121 MONEY STOCK AND DEBT MEASURES'

Billions of dollars, averages of daily figures

1999
1996 1997 1998 1999
ltem Dec. Dec. Dec. Dec.
Sept. Oct. Nov. Dec.
Seasonally adjusted
Measures®
1 M1 1,081.6 1,075.2 1,093.7 1,125.4 1,094.0 1,099.0° 1,108.4" 1,1254
2 3,824.2 4,046.7 4,401.4 4,662.6 4,586.5 4,606.4 4,627.4" 4,662.6
3 4,955.8 5,403.4 5,995.7 6,484.7 6,247.4" 6,206.3° 6,384.6" 6,484.7
4 14,463.6 15,227.9 16,250.4 na. 17,066.8' 17,152.9° 17,2189 n.a.
M1 components
5 Currency3 .......................................... 394.1 424.5 459.2 516.9 495.0 499.2 505.2 516.9
6 Travelers checks* .. 8.3 8.1 8.2 8.2 8.7 8.5 8.2 8.2
7 Demand deposits” . ... ., .. 403.0 396.5 3715 358.8 352.9 354.57 35727 358.8
8 Other checkable dep()si[s6 ............................ 276.2 246.2 248.8 2414 237.4 236.8 237.7 2414
Nontransaction components
9 In M2 2,742.6 2,971.5 3,307.6 3,537.1 34925 3,507.3 3,519.0° 3,537.1
10 In M3 ()nly8 1,131.6 1,356.7 1,594.3 1,822.1 1,660.9" 1,689.9" 1,757.2" 1.822.1
Commercial banks
11 Savings deposits, including MMDAs 905.2 1,022.9 1,180.8 1,286.2 1,284.5" 1.289.07 1,287.5 1,286.2
12 Small time deposits’ ............... .. 593.7 626.1 626.0 632.1 619.6" 623.4 628.5 632.1
13 Large time deposits'™ ' .00 L 4147 489.9 540.4 625.4 540.9° 564.9° 59550 6254
Thrift institutions
14 Savings deposits, including MMDAs  ................... 367.1 377.3 415.2 452.6 458.3 457.0 454.6 452.6
15 Small time deposils9 .. 3538 3432 3259 320.2 314.7 316.1 3185 3202
16 Large time deposits'® 78.4 85.9 89.1 90.4 89.9 89.3 90.2° 90.4
Money market mutual funds
17 Retail ... 522.8 602.0 750.7 846.1 815.4 8219 8299 846.1
18 Institution-only 3133 3799 516.2 606.7 559.3 571.0 588.8 606.7
Repurchase agreements gnd Eurodollars
19 Repurchase agreements' ... .................cooieiiins 2113 251.7 297.8 329.6 3104 307.3" 317.3" 329.6
20 Eurodollars' . ... ... ... .. e 113.9 149.3 150.7 169.9 160.3 157.3° 165.5" 169.9
Debt components
21 Federal debt ....... . 3,781.3 3.800.3 3,750.8 n.a. 3,698.1 3,680.1 3,656.5 na.
22 Nonfederal debt 10,682.3 11,427.6 12,499.6 n.a. 13,368.8" 13.472.7 13,5623 n.a.
Not seasonally adjusted
Measures’
1 1,105.1 1,097.8 1,1157 1,147.9 1,088.6 1,096.3" 1,112.7" 1,147.9
3,844.0 4,064.9 44182 4,679.4 4,572.2 4,590.9 4,626.3' 4,679.4
49727 5419.6 6,011.8 6,501.7 6,219.2° 6,279.3" 6,389.6" 6,501.7
14,460.3 152249 16,2472 na. 17.016.9° 17.102.1° 17,198.0 n.a.
M1 components
27 Currt:ncy3 ............ . 3979 428.9 464.2 5231 493.4 499.0 506.4 523.1
28 Travelers checks* . . .. 8.6 8.3 8.4 8.4 8.5 8.4 83 8.4
29 Demand deposits® ..., ..................... .. 419.9 4123 3924 373.1 350.9° 353.9° 361.0° 373.1
30 Other checkable deposits® ............................ 278.8 248.3 250.7 243.3 235.7 2349 237.1 243.3
Nontrgnsaction components
31 In M2’ 2,738.9 2,967.2 3,302.5 3,531.5 3,483.6 3,494.6 3,513.6 3,531.5
32 In M3 only8 . .. 1,128.7 1,354.7 1,593.6 1.822.3 1,647.0° 1,688.4° 1,763.2' 1,822.3
Commercial banks
33 Savings deposits, including MMDAs 903.3 1,020.4 1,186.8 1,282.8 1,277.5 1,279.5 1,283.4 1,282.8
34 Small time cleposilsg ............... . 5927 625.3 625.4 631.5 619.3 624.2 628.9 631.5
35 Large time deposits'® ' ... L 4132 4873 536.8 620.7 541.3" 567.8" 597.4° 620.7
Thrift institutions
36 Savings deposits, including MMDAs 366.3 376.4 414.1 451.4 455.8 453.6 453.2 451.4
37 Small time deposits” .......... ... ... .. 3532 3428 325.6 3199 3i4.5 316.5 3187 319.9
38 Large time deposits'® ... L 78.1 85.4 88.5 89.7 90.0 89.8 904 89.7
Money market murual funds
39 Retail ... o 523.2 602.3 750.6 845.8 816.4 820.7 8294 845.8
40 Institution-only ......... ... ... ... ... .. i 316.0 384.5 523.3 615.2 547.5 566.7 591.0 615.2
Repurchase agreements gnd Eurodollars
41 Repurchase agreements'? ... ... ... .cooiieiiiiiiis 205.7 2451 290.5 322.1 309.1 305.9° 318.2" 322.1
42 Eurodollars’ .. L L 1157 152.3 154.5 174.6 159.1 158.1° 166.3° 174.6
Debt components
43 Federal debt ... ... ... ... ... ... .. ... i 3,787.9 3,805.8 3,754.9 na. 3,655.8 3,6354 3,641.4 n.a.
44 Nonfederal debt .. ..................... ... .. ... 10,672.4 11,4192 12,4923 n.a. 13,361.0 13,466.7° 13,556.6 n.a.

Footnotes appear on following page. .
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NOTES TO TABLE .21

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

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

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

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

M3: M2 plus (1) large-denomination time deposits (i1n amounts of $100,000 or more)
1ssued by all depository institutions, (2) balances 1n institutional money funds, (3) RP
liabilities (overnight and term) issued by all depository institutions, and (4) Eurodollars
(overnight and term) held by U.S. residents at foreign branches of U.S. banks worldwide and
at all banking offices in the United Kingdom and Canada. Excludes amounts held by
depository institutions, the U.S. government, money market funds, and foreign banks and
official institutions. Seasonally adjusted M3 is calculated by summing large time deposits,
institutional money fund balances, RP liabilitics, and Eurodollars, each seasonally adjusted
separately, and adding this result to seasonally adjusted M2.

Debt: The debt aggregate is the outstanding credit market debt of the domestic nonfinancial
sectors—the federal sector (US. government, not including government-sponsored enter-

prises or federally related mortgage pools) and the nonfederal sectors (state and local
governments, households and nonprofit organizations, nonfinancial corporate and nonfarm
noncorporate businesses, and farms). Nonfederal debt consists of mortgages, tax-exempt and
corporate bonds, consumer credit, bank loans, commercial paper, and other loans. The data,
which are derived from the Federal Reserve Board’s flow of funds accounts, are break-
adjusted (that is, discontinuities in the data have been smoothed into the series) and
month-averaged (that is, the data have been derived by averaging adjacent month-end levels).

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

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

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

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

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

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

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

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

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

12. Includes both overnight and term.



1.26 COMMERCIAL BANKS IN THE UNITED STATES

A. All commercial banks

Billions of dollars

Commercial Banking Institutions—Assets and Liabilities Al5

Assets and Liabilities'

Monthly averages

Wednesday figures

Account 1998 1999 1999
Dec June July Aug. Sept. Oct. Nov Dec. Dec. 8 Dec. 15 Dec. 22 Dec. 29
Seasonally adjusted
Assets
1 Bankcredit ...................... 4,548.8" 4,553.8 4,549.7 4,5829 4,607.6 4,636.5 4,704.0 47828 4,754.8 4,784.8 4,803.1 4,796.7
2 Securities in bank credit .. 1,2265 12117 12270 12424 1,246.6 1,2535 1,249.2 12676 1,260.0 12644 12724 12773
3 U.S. government securities 7932 8112 8144 820.1 8176 8126 798.8 803.7 7984 803.5 805.2 809.5
4 Other securities .. 4334 400.5 412.7 4223 4289 4409 4504 4639 461.6 460.8 4672 4678
5  Loans and leases in bank credit? ... | 33222 33421 33227 3,340.5 3.361.1 3,383.0 3,454.8 3,515.1 34948 3,520.5 3,530.7 35193
6 Commercial and industrial .. ... 9526 9634 965.3 972.7 980.8 986.1 1,005.8 1.008.1 1,0120 1.0098 1,007.7 1,005.5
7 Realestate .................. 1.338.1 1,366.2 1,3677 1,3799 1,396.5 1 4]90 1,433.6 14716 K 1,469.1 14758 1477.1
8 Revolving home equity . 1024 103.8 98.0 8.7 984 100.6 106.1 1042 1058 1069 1074
9 Other ............ .... . | 12357 1,262.4 1,269.6 1,281.3 1.298.1 i, 320 1 £,333.0 1,365.5 1,360.5 1,3633 1,3689 1.369.7
10 Consumer . 497.8 491.1 481.2 480.1 481.0 4815 485.1 495.6 489.3 4949 4983 4997
11 Security? .......... 150.7 1310 1224 1224 1162 H1.0 1340 1553 148.2 1613 161.8 1534
12 Other loans and leases 3830 390.5 3862 385.3 386.6 3854 396.3 3845 380.5 3853 387.1 3837
13 Interbank loans . 2176 2248 2243 2150 207.8 2186 214.3 2183 2125 2216 2169 2255
14 Cash assets® ... .. 2527 260.7 2578 2524 2625 269.7 2763 2906 298.7 2834 3044 2804
15 Otherassets® ..................... 3418 3457 3472 3449 3554 3581 3659 3707 3732 369.8 3735 364.7
16 Total assets® ..................... 53029 53263 53209 5,336.6 53742 5423.6 5,501.0 5,602.3 55794 5,599.6 5,637.7 5,607.1
Liabthnes
17 Deposits ... 3,3383 33772 3,389.8 3,384.3 33949 34350 34799 35317 .5 35480 35518 35053
18  Transaction . ... 6716 655.7 6486 6359 634.0 631.1 6239 6317 k 6328 6532 624.5
19 Nontransaction 2666.7 27215 27412 27484 27609 28039 23559 2.900.0 2,896.0 29152 2,898.6 28809
20 Large time 7174 7188 7211 7179 7283 766. 804.6 8347 8259 8374 8370 8356
21 Other ..... 1,9493 2,002.7 20202 2,0304 20326 2037.1 2,051.3 2,065.3 2,070.1 20777 2,061.6 20452
22 Borrowings ............. 1,021.7 1,0179 10194 1,026.3 10457 1,0489 1,064.1 1,125.1 1,088.5 11184 1,131.7 11644
23 From banks in the U.S. 3196 3365 337.1 3365 3405 350.1 352.1 3492 3402 3433 3429 367.0
24 Fromothers ............ 7020 681.4 682.3 689.8 705.2 698.8 7120 7759 7482 775.1 788.8 797.5
25 Net due to related foreign offices .. 2139 2102 2170 2225 2183 2196 226.1 2184 220.1 2177 2207 2181
26 Other Habilities .................. 3069 2796 2737 2197 2826 2899 2957 2990 3004 290.5 3037 301.7
27 Tota) hiabilities . ................. 4,880.7 4,8849 4899.9 49127 49415 49934 5,065.7 51742 51325 51746 52079 5,189.5
28 Residual (assets less liabilities)’ 4222 4414 4209 4239 4327 4302 4353 4282 4469 4250 4298 4176
Not seasonally adjusted
Assets
29 Bank credit ... ... 4.564.1 4,547.6 4,5337 45619 4,5977 4,641.1 47181 4,799.1 4,758.5 47999 4,821.0 48235
30 Securities in bank credit .. 1,228.3" 1,2084 12159 1,2295 12354 1.250.1 1,255.7 12717 12674 1,269.3 1,2737 12784
31 U.S. government securitie: 794.0 810.7 806.5 808.3 8075 807.0 800. 805.0 803.6 806.4 804.6 806.9
32 Other securities .. 4343 3977 4094 421.2 4280 443.1 4547 460.6 4639 4630 469.1 4715
33 Loans and leases in bank credit’ ...| 3,335.38 3,339.2 33178 33324 3.362.3 33910 34624 35274 3491.1 3,530.6 3,547.3 35450
34 Commercial and industrial ... ... 952.6° 963.6 962.9 964.1 976.8 987.2 1,005.8 1,007.2 1,004.8 1,005.8 1,0089 10108
35 Real estate o 13407 1,366.7 1,368.7 1,3825 1,400.1 14227 14383 1474.1 1,469.3 14725 1.476.1 14796
36 Revolving home equity ..... 1028 1034 979 98.8 9.1 9.7 1014 106.5 1047 106.2 107.3 1079
37 Other . .. 1,237.3" 12633 1,2708 1.283.7 1,301.0 1,3230 1.336.9 1,367.6 1,364.6 1.366.3 1,368.8 13717
38 Consumer . 503.1 4884 478.8 481.3 4822 4853 500.6 489.8 498.1 505.7 5084
39 Security? .......... 152.8 1304 1204 118.7 1128 111.9 1354 1574 1483 166.5 165.5 1540
40 Other loans and leases . 387.3 390.1 387.1 3858 3885 387.1 3975 388.2 3789 3877 391.1 3922
41 Interbank loans ................... 2258 2221 218.1 2073 2043 215.1 2209 224.8 2205 2314 2203 229.6
42 Cash assets? 2678 256.2 250.0 2420 259.8 2700 2835 307.3 2905 3014 3151 3231
43 Other assets® 6 3516 3499 3477 3574 3555 364.5 3716 371.9 3710 g 3705
44 Total assets® ..................... 534257 53187 52935 5,300.1 5359.9 54224 55212 5,642.6 55814 5,643.6 5,667.9 5.686.6
Liabilities
45 Deposits ... 33721 33752 3,3735 33704 3,3935 34375 3,506.2 3,504.1 35414 3,582.2 3,568.9 3,561.7
46  Transaction ....... 705.8 650.8 6379 619.6 6282 6229 633.6 6643 6309 664.7 677.0 691.8
47  Nontransaction 2,666.3 2,7244 27356 27508 2,765.3 28147 28726 2.899.8 29105 29176 28919 2,8699
48 Large time 722.0 716.1 7144 7153 7297 7684 8098 840.5 8337 8443 8434 8399
49 Other .. ... 1,944.3 2,008.3 20213 2,035.5 2,0355 20463 2,062.8 2,059.3 20768 20732 2,0486 2,030.1
50 Borrowings ............... . . .. 10242 1,021.5 1.010.1 ,002.8 1,040.6 1,051.7 1,071.0 1.127.7 1,077.2 11187 1,146.3 11711
51 From banks in the U.S. .. 325.5 3364 3325 3293 336.8 3478 356.5 3557 3437 349.1 3533 3741
2  Fromothers ................... 698.6 685.1 6776 673.5 7038 7039 714.5 7721 7335 769.6 7930 7970
53 Net due to related foreign offices .. 219.1 2044 2092 2174 2143 213 227.8 2239 2249 2213 2252 2314
54 Other liabilities . .................. 3076 279.0 2729 2796 2816 2884 2959 299.8 3014 2916 3038 3027
55 Total liabilities . .................. 49229 4,880.1 4,865.7 4,870.2 4,929.9 4,9989 5,100.9 5215.6 51449 52137 52442 5,266.9
56 Residual (assets less liabilities)’ 4196 4386 42738 4299 4300 4235 4263 427.1 4364 429.9 4237 4197
MEMO
57 Revaluation gams on off-balance-sheet
items® . .. Lo 116.5 93.0 920 96.5 98.5 1003 1004 1043 1043 1029 1051 1052
58 Revaluation losses on off-balance-
sheetitems® .................. 1147 94.7 926 98.8 973 98.1 9.2 1026 1024 1014 1036 1037

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

Billions of dollars

Monthly averages

Wednesday figures

Account 1998 1999 1999
Dec June July Aug. Sept. Oct. Nov. Dec Dec. 8 Dec. 15 Dec. 22 Dec. 29
Seasonally adjusted
Assers
1 Bankcredit ................... ... 3,950.2 4,020.6 4,027.0 4,058.9 4,088.4 4,108.7 4,155.3 4,226.9 4,197.2 4,227.2 4,246.4 4243.8
2 Securities in bank credit 1,012.7 1,015.0" 1,036.6 1,052.3 1,057.1 1,060.3 1.051.3 1,062.2 1,057.1 1,059.7 1,063.2 1.070.6
3 U.S. government securitie: 709.5 724.5 728.1 736.0 735.9 730.5 719.1 722.0 718.6 722.2 721.2 727.0
4 Other securities .......... 303.2 290.5 308.5 316.3 321.2 329.8 3322 3402 338.5 337.6 342.1 343.6
5  Loans and leases in bank credit? 29375 3,005.7° | 29904 3.006.5 3.031.3 3,048.5 3,104.0 3,164.7 3,140.1 3.167.5 3,183.1 31732
6 Commercial and industrial . 734.2° 766.7° 771.8 777.1 783.5 787.0 804.8 812.6 8154 812.1 812.1 812.8
7 Realestate .............. 1,316.7° [ 1,347.07 1.349.1 1.362.3 1.378.9 1,401.2 1,416.1 14543 1,447.5 14517 1,458.4 1,459.8
8 Revolving home equity 102.4 103.8° 98.0 98.7 98.4 99.0 100.6 106.1 104.2 105.8 106.9 107.4
9 Other 121427 | 11,2432 1,251.1 1,263.6 1,280.5 1,302.3 1.315.6 1,348.2 1,3433 1,345.9 1,351.4 1,3524
10 Consumer . 497.8 491.1 4812 480.1 481.0 481.5 485.1 495.6 489.3 4949 498.3 459.7
11 Security? ........... 84.4 79.0 69.6 67.5 64.7 56.2 68.7 88.5 776 94.0 98.0 88.8
12 Other loans and leases 3044 3219 318.7 319.5 3232 3225 3293 313.8 310.3 314.8 316.3 3122
13 Interbank loans . 189.6 200.3 196.8 189.3 184.9 195.6 191.5 192.8 188.5 195.6 1914 199.2
14 Cash assets® ... .. 217.1 227.2" 222.6 214.3 221.7 225.6 2259 236.0 245.5 227.0 249.5 226.0
15 Other assets® ..................... 303.4 3121 3149 3159 326.1 326.3 3311 3332 337.2 3326 333.6 3275
16 Total assets® .............. L] 4,602.6 4,701.8" | 4,703.4 4,720.0 4,762.2 4,797.2 4,844.5 4,929.2 4,908.8 4,922.7 4,961.0 4,936.5
Liabulittes
17 Deposits . .. 30299 30715 3,080.7 30754 3.084.0 3,102.8 31210 3,1522 3,149.4 31639 3.171.6 31292
18  Transachon ... 660.2 644.8 637.7 624.9 623.1 619.5 612.6 620.1 615.9 621.5 641.5 612.7
19 Nontransaction . 2,369.7 2,426.6 2,443.0 2,450.5 2,460.8 2,483.2 2.508.3 2,532.1 2,533.5 2,542.4 2,530.1 25165
20 Large time .. 421.1 426.2 425.7 424.0 4334 447 458.9 467.7 464.5 465.8 468.5 471.9
21 Other .. ... 1,948.6 2,000.5 20173 2,026.4 20274 2,035.4 2,049.5 2,064.4 2,069.0 2,076.7 2,061.6 2,044.7
22 Borrowings ............. 817.7 836.0 846.1 853.4 8759 8733 879.8 945.6 906.9 941.0 956.1 982.4
23 From banks in the US. 292.8 309.0 312.7 3129 3153 3273 325.1 323.8 315.1 319.4 319.5 338.0
24  Fromothers ............... 524.9 527.1 5335 540.5 560.6 546.0 554.7 621.8 591.8 621.6 636.6 644.4
25 Net due to related foreign offices .. .. 112.4 145.6 1452 150.5 1522 166.2 182.0 181.3 179.1 181.5 179.6 185.9
26 Other liabilities ................... 229.7 214.1 211.0 218.0 218.0 224.1 2284 228.5 231.2 219.1 2325 230.2
27 Total liabilities .. ... ... ... .. ... 4,189.7 4,267.2 4,283.0 4,297.2 4,330.1 4,366.4 4,411.2 4,507.6 4,466.7 4,505.5 4,539.8 4,527
28 Residual (assets less liabilities)’ 412.9 4346 4204 422.8 432.1 430.8 4333 421.6 4421 417.3 421.2 408.9
Not seasonally adjusted
Assets
29 Bank credit ........... ... ... 3,962.6 4,017.6 4,014.1 4,041.5 40794 4,109.2 4,166.2 4,240.0 4,202.2 42413 4261.4 42614
30 Securities in bank credit 1,015.8 1.012.6 1,027.0 1,040.7 1,046.6 1,054.1 1,054.6 1,067.2 1,064.3 1,065.9 1,067.2 1.072.5
31 U.S. government securitics . 710.1 723.6 720.8 7252 726.6 7249 720.8 723.0 7227 7247 721.0 724.1
32 Other securities .......... 3057 289.0° 306.3 3155 3200 329.2 3338 3442 3416 341.3 346.2 348.4
33 Loans and leases in bank credit? . 2,946.8 3,005.0" | 2,987.1 3,000.9 3,032.8 3,055.1 3.111.6 3,172.8 31379 3,175.3 3,194.2 3,188.9
34 Commercial and industrial . . 7314 768.6 7702 770.2 779.9 787.0 803.5 808.9 807.7 806.6 809.7 812.8
35 Realestate ............. 13186 | 1,347.8" 1,350.3 1,365.0 1,382.5 1,404.7 1,420.7 1,456.7 1,452.0 1,455.0 1,458.7 1,462.3
36 Revolving home equi 102.8 103.4° 979 98. 99.1 99.7 101.4 106.5 104.7 106.2 107.3 107.9
37 Other . .. 1,2157° | 1,2444 1,252.5 1,266.1 1,2834 1,305.0 1,319.3 1,350.2 1,347.3 1,348.8 13514 1,354.4
38 Consumer 503.1 488.4" 478.8 481.3 484.0 482.2 485.3 500.6 489.8 498.1 505.7 508.4
39 Security’ ............ 86.0 782 68.0 63.7 61.2 573 70.9 90.2 79.1 98.6 101.0 874
40 Other loans and leases 307.7 322.0° 319.8 320.8 325.1 323.9 331.1 316.5 309.3 317.0 319.1 317.9
41 Interbank loans 197.9 197.6° 190.5 181.6 181.4 192.2 198.0 199.3 196.5 205.4 194.9 203.2
42 Cash assets® ... 230.7 2219 2149 204.3 219.2 2253 232.3 250.4 236.2 2429 257.1 265.5
43 Other assets’ 3028 319.0 3183 318.1 3277 3238 329.5 3326 3337 331.8 3305 3326
44 Total assets® ..................... 4,636.3 4,697.5" | 4,680.0 4,687.0 4,748.7 4,791.5 4,866.7 4,962.5 4,908.8 4,961.5 4,984.0 5,002.9
Liabiities
45 Deposils . ...ttt 3,060.0 3,068.8 3,066.9 3,064.1 3,083.0 3,105.3 3,1479 3,180.3 3,165.2 3,194.4 3,181.9 3,1784
46  Transaction .. .. 693.9 640.1 627.1 608.7 616.8 6114 622.4 652.4 619.4 652.9 664.7 679.2
47  Nontransaction 2,366.1 2,428.6 2,439.8 2,455.4 2.466.2 2,493.9 2,525.5 2,527.9 2,545.8 2,541.5 2,517.2 2,4992
48 Large time 4236 4226 420.8 422.2 433.0 449.9 464.9 470.9 4712 470.5 470.9 471.3
49 Other ....... 1,942.5 2,006.0 2,019.0 2.033.2 2,0333 2,044.0 2,060.6 2,057.0 2,074.6 2,071.0 2,046.3 2,0279
50 Borrowings . Ca 820.2 839.6 836.8 829.9 870.8 876.1 886.8 948.2 895.6 941.3 970.7 989.0
51  From banks in the US. . S 298.7 308.8 308.1 305.8 3116 325.0 329.6 330.2 3185 3252 3299 345.1
52 Fromothers ................... 521.5 530.8 S28.7 524.1 559.2 551.1 557.2 618.0 577.1 616.1 640.8 643.9
53 Net due to related foreign offices 111.4 1412 139.9 1475 149.8 166.1 181.0 181.8 183.5 180.3 178.9 188.7
54 Other habilities ................... 229.1 213.9 2111 217.8 2173 2233 2217 2279 230.7 2183 2314 220.7
55 Total liabilities .. .............. ... 4,220.7 4,263.4 4,254.7 4,259.3 4,320.9 4,370.7 4,443.4 4,538.1 4,475.1 4,534.3 4,563.0 4,585.7
56 Residual (assets less liabilities)’ 415.6 434.1° 425.3 4217 4217 420.8 4233 424.4 433.7 421.2 421.1 4172
MEMO
57 Revaluation gains on off-balance-sheet
items® Lo 68.0 54.6 544 584 60.1 60.9 59.8 64.5 63.7 63.3 66.0 65.2
58 Revaluation losses on off-balance-
sheet items® ....... . ... 69.6 57.1 563 62.5 59.8 60.0 59.8 639 63.4 629 652 64.5
59 Mortgage-backed securities® 345.7 3339 339.1 343.1 3459 346.7 348.2 348.1 349.1 347.8 347.0 347.8

Footnotes appear on p. A21.



1.26 COMMERCIAL BANKS IN THE UNITED STATES

C. Large domestically chartered commercial banks

Billions of dollars

Commercial Banking Institutions—Assets and Liabilities A17

Assets and Liabilities'—Continued

Monthly averages

Wednesday figures

Account 1998 1999" 1999
Dec June July Aug. Sept. Oct. Nov. Dec Dec. 8 Dec. 15 Dec. 22 | Dec. 29
Seasonally adjusted
Assets
1 Bank credit ...................... 2,4%4.1 2,494 2,487.7 2,5054 25211 2,520.1 2,561.7 26216 2,5970 2,624.1 26395 2,6349
2 Securities in bank credit ... 588.1 566.0 5837 597.3 6004 6013 5973 610.1 604.5 608.8 6117 617.8
3 U.S. government secunties . . 3%0.9 3909 3911 398.8 3971 3910 3850 3914 3868 3926 3914 3%.7
4 Trading account ...... . 230 25.1 22.7 233 209 200 180 194 16.7 19.0 18.2 24.1
5 Investment account . 3679 365.8 36384 3755 3762 3710 3670 3720 370.1 3715 3732 3726
6 Other securities . 1972 175.1 192.6 198.5 2033 2103 2124 2187 2177 2162 2203 2211
7 Trading accoum .. .. 100.2 71 736 715 78.1 81.7 824 871 859 85.5 890 88.5
8 Investment account . ......... 97.0 104.0 1190 1210 1252 1285 1299 1317 1318 1307 1314 1327
9 State and local government . 248 253 254 257 257 258 264 264 263 26.3 266 263
10 ther ... 722 787 935 95.3 985 1027 103.5 1053 105.5 1044 104.7 1064
1l Loans and leases in bank credit? ...[ 19060 1,9304 1,904.0 1,908.1 1,9208 19188 1,964.3 20115 1,992.5 20153 2,027.8 2,017.1
12 Commercial and industrial . . 5459 567.1 569.5 5731 5765 5743 5892 5955 599.0 5952 594.8 595.6
13 Bankers acceptances . . 13 1.0 10 11 12 1.1 1.1 11 12 1.1 1.1 1.1
14 Other ............ 544.6 566.2 568.6 5720 5753 5732 588.0 5944 5979 594.1 593.7 594.5
15 Realestate ........... 7404 7364 7312 736.3 7476 758.5 767.1 799.0 7939 797.0 802.1 804.1
16 Revolving home equity 744 74.7 68.7 69.3 69.1 65.1 70.5 754 737 752 763 76.6
17 Other ............... 666.1 661.7 662.5 667.1 678.5 6894 696.6 7236 7202 7219 725.8 7215
18 Consumer . . 3063 296.1 286.6 2842 2822 281.0 2849 290.5 288.1 2904 2923 291.6
19 Security? ..., 788 743 64.7 62.6 59.8 513 633 832 720 88.5 929 838
20 Federal funds sold to and
repurchase agreements
with broker—dealers 62.9 558 470 454 422 342 452 634 51.0 69.7 719 64.6
2] €T e 15.9 185 17.8 172 176 170 181 19.8 210 188 210 193
22 State and local government .. 11.7 118 120 122 123 123 122 121 12.1 12.1 120 120
23 Agricultural .. ................ 9.1 87 86 89 9.2 96 9.6 9.6 9.6 9.6 9.7 9.6
24 Federal funds sold to and
repurchase agreements
with others ......... ... 17.2 164 4.8 79 112 10.0 123 118 10.2 12.3 11.2 133
25 All other loans 900 P4 104.5 99.6 972 94.8 96.7 79.7 7.1 80.3 82.7 76.9
26 Lease-financing receivables . ... 106.5 1202 1219 1233 1247 1270 129.2 1300 129.8 1299 130.2 1302
27 Interbank loans ................... 1298 1489 1437 1383 1364 149.8 1413 141.5 1377 1426 1390 1489
28  Federal funds sold to and
repurchase agreements with
commercial banks . 800 90.3 91.9 86.7 83.8 924 73.8 709 68.1 71.8 682 715
29 Other .............. 49.8 587 518 515 525 574 676 70.7 69.6 70.8 709 714
30 Cash assets? .. 149.9 1572 1514 1433 1499 154.1 1532 159.8 1684 151.1 1694 1524
31 Other assets® . .................... 236.2 2385 2382 236.7 2469 2432 248.8 250.1 2521 2509 249.7 2469
32 Total assets® .. ................... 29713 3,0022 29823 2,985.0 3,0153 3,0282 3,066.0 3,133.9 3,116.1 3,129.6 3,158.5 3,143.8
Liabilities
33 Deposits . ... 1,7269 17227 17199 1,706.7 1,7127 1,7136 17213 1,7350 1,738.2 1,745 1.746.7 17153
34  Transaction ... . . 381.6 363.7 3570 3425 3434 339.8 3355 3441 3430 3451 358.8 3370
35  Nontransaction 13452 1,359.0 1,3629 1,364.2 1,369.3 13738 1,3858 1.390.9 13952 1,400.0 1,3879 13783
36 Large time 2347 2302 2317 2272 2351 2451 2521 2589 2569 2572 259.2 2624
37 Other ..... 1,1106 1.1288 1,131.2 1,1369 1,1342 11287 1,1336 1,1320 1,1384 1,142.8 1,1288 1,1159
38 Bormowings . ............coiiiia 646.7 6479 647.0 6524 669.9 667.1 674.8 733 3 699.9 7327 7438 763.0
39  From banks inthe US. ........ .. 2115 2214 2182 219.7 218 2375 2373 2364 2312 2343 2310 246.1
40 Fromothers ............. .. 435.1 4265 4288 4327 448.1 4295 437.5 4969 468.7 4984 5129 516.9
41 Net due to related foreign offices . .. 108.8 1415 1409 147.0 148.8 161.9 177.5 176.8 1749 1772 1754 1806
42 Other liabilities ................... 2002 1822 1799 185.1 184.0 1899 1944 1943 196.1 1847 198.3 1964
43 Totat liabilities . .................. 2,682.6 2,694.3 2,687.7 2,691.2 2,7154 27325 2,767.9 28393 2,8092 2.839.7 28643 28553
44 Residual (assets less liabilities)? ..... 283.7 307.8 2947 2938 2999 2957 298.1 2945 306.9 2899 2943 288.5

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

Monthly averages

Wednesday figures

Account 1998 1999" 1999
Dec. June July Aug. Sept. Oct. Nov. Dec Dec. 8 Dec. 15 Dec. 22 Dec. 29
Not seasonally adjusted
Assels
45 Bank credit . ................. 25083 2,486.3 24737 24859 25089 25219 25756 2,636.6 2,607.8 26410 26543 2,650.1
46  Securities in bank credi 591.6 561.8 5759 5872 5922 5982 602.9 6152 613.5 6150 6152 618.7
47 U.S. government securities . 3916 388.1 3853 389.8 389.7 3884 3890 3923 3919 3947 390.6 393.0
48 Trading account . ... 237 235 209 222 207 208 199 200 19.5 20.5 184 220
49 Investment account . . .. 3679 364.6 3644 367.6 369.0 367.5 369.1 372.3 3724 3742 3722 3710
50 Mortgage-backed securities . . 2634 2403 2390 2428 2459 2440 2444 2441 2453 2443 2433 2436
51 1045 1243 1253 1249 1230 1235 1246 1282 1272 1299 1289 1274
52 One year or less . 277 256 255 252 2147 256 239 252 247 26.6 256 242
53 One to five years .. 400 584 59.6 598 59.0 59.8 60.5 6l4 618 62.1 610 61.0
54 More than five years . . 368 404 40.2 399 393 382 403 41.6 40.6 412 423 423
55 Other securities ............ . 2000 1737 190.6 1974 202.6 2098 2139 229 2216 2203 2246 2256
56 Trading account .. 100.2 A .6 715 731 817 824 87.1 859 855 89.0 885
57 Investment account 9.8 102.6 1170 1200 124.5 128.1 1315 1358 1357 1348 1356 1372
58 State and local government . . 250 25.1 250 254 256 259 26.6 266 264 26.5 268 26.7
59 .. 748 715 92.0 94.6 989 1022 1049 109.2 109.3 1084 108.8 1105
60  Loans and leases in bank cre: .. 1,916.7 1,924.5 1,897.8 1,898.7 1916.7 19237 19727 20214 19943 20260 2,039.1 2,031.5
61 Commercial and industrial .. ... 5440 5672 568.1 5673 5740 5758 589.5 592.8 5932 591.2 5931 5954
62 Bankers acceptances . ....... 13 10 1.0 1.1 1.2 L1 1.1 11 1.2 11 1.1 11
63 Other ............. 542.7 566.2 567.1 566.2 5728 5746 588.3 5917 5920 590.0 592.0 5944
64 Realestate ................. 7440 7344 7303 7369 7479 760.5 7712 8033 8004 802.3 804.3 8075
65 Revolvmg home equity 74.6 745 68.8 69.6 69.6 69.7 711 75.6 740 754 76.3 76.8
66  Other ........ . . ... ... 4195 400.7 4020 4068 4117 4184 424.7 4492 449.7 4486 4489 4513
67 Commerclal 2499 2592 2595 2606 266.6 2724 2754 2785 276.7 2783 279.1 27194
68 Consumer .. 309.6 264.1 284.8 2848 2841 281.0 2847 2937 2879 2922 296.5 2978
69 Security? ... ... L. 804 73.5 63.1 588 56.3 524 65.5 349 735 932 95.8 825
70 Federal funds sold to and
repurchase agreements
with broker—dealers 64.2 542 454 419 389 353 475 64.6 537 73.5 732 624
71 Other ................. .. 163 193 177 169 174 17.1 18.0 202 19.8 198 226 200
72 State and local government . .. 11.8 117 120 123 124 124 123 122 123 123 12.1 12.1
73 Agricultural . ....... ... ..., 9.1 838 89 9.1 94 9.7 96 9.6 9.5 9.5 9.5 9.7
74 Federal funds sold to and
repurchase agreements
with others .. ...... ... 172 164 48 79 112 100 123 118 102 123 11.2 133
75 All other loans 944 979 1043 98.8 978 958 99.8 836 789 84.2 87.1 824
76 Lease-financing receivables ... 106.1 120.5 121.6 1228 1235 126.0 1278 1295 1284 128.8 1295 1307
77 Interbank loans .................. 1330 1493 141.6 1332 1340 1452 1420 1441 1370 1475 140.7 1529
78  Federal funds sold to and
repurchase agreements
with commercial banks 838 894 884 81.9 819 88.6 76.6 745 69.8 784 70.1 81.2
79 Other .................... 492 59.9 532 513 522 56.6 655 69.6 67.2 69.1 70.6 716
80 Cash assets* .. 160.2 153.0 1455 1364 1488 1545 1574 1706 160.83 1634 1759 1822
81 Otherassets’ .................... 2356 2438 2404 2383 248.1 2406 2455 2495 2489 250.1 2489 2499
82 Total assets® ... ................. 29984 29933 29624 29548 3,000.6 30234 30813 3,161.6 3,1150 3,162.6 3,180.6 3,1962
Liabiities
83 Deposits ......cviiiiiii e 1,751.0 1,716.7 1,708.6 1,696.8 17087 1,7123 1,7356 1,758.5 1,747.7 17712 1,7589 1,756.5
84  Transaction 404.6 360.1 350.3 3332 3400 3347 3416 3659 342.1 3674 3750 384.3
85  Nontransaction 1,346.4 1,356.6 1,358.3 1,363.6 1,368.7 1,377.6 1,393.9 1,392.6 1,405.6 1,403.8 1,3839 13723
86 Large time .. 2372 2266 2269 2254 234.6 2472 2582 2622 263.6 2619 2615 2619
87 Other ... 1.109.2 1,1299 11315 1,138.1 1,134.1 1,130.5 1,1358 1,1304 1,142.0 1,1419 1,1224 1,1104
88 Borrowings .......... 6472 6503 6379 628.9 662.2 667.0 679.5 7339 6899 7307 7523 766.5
89  From banks in the US. . 2155 221.1 2144 2133 2177 2333 2399 240.7 234.0 238.1 2377 2504
90  From nonbanks in the U. S ..... 4318 4293 4235 4156 4445 4337 4395 493.1 4560 4926 514.7 5162
91 Net due to related foreign offices ... 107.8 137.1 1357 1440 1464 161.8 176.5 1773 1794 1760 1747 1834
92 Other liabilities . ................. 2002 1822 179.9 185.1 184.0 1899 1944 1543 196.1 1847 1983 196.4
93 Total liabilities ............. ... .. 2,706.3 2,686.2 2,662.1 2,654.8 2,701.2 2,731.0 27859 2,863.9 28131 2,862.6 2,884.2 2,902.9
94 Residual (assets less liabilities)” . ... 292.1 307.1 3004 3000 2994 2924 2954 2977 3019 3000 2964 2933
MEMO
95 Revaluation gains on off-balance-
sheet items® ... ... .. ... L 68.0 546 544 584 601 609 598 645 637 633 66.0 652
96 Revaluation losses on off-balance-
sheet items? 69.6 571 56.3 62.5 59.8 60.0 598 639 634 629 65.2 64.5
97 Mortgage-backed securities 2933 2692 2139 2783 2807 219.1 2818 2818 2828 2817 2811 2815
98  Pass-through securities . ....... 199.1 1772 1833 186.9 1855 184.8 1879 188.9 189.6 189.1 188.0 1885
99  CMOs, REMICs, and other
mortgage-backed securities 94.2 920 90.6 914 952 942 939 929 93.] 926 93.1 93.0
100 Net unrealized gains (losses) on
available-for-sale secumles 0 30 0 —33 —42 —49 -56 -58 —60 -57 —58 —6.0 —-6.1
101 Offshore credit to U.S. residents'! 385 370 363 322 278 26.7 248 240 243 243 245 233

Footnotes appear on p. A21.



1.26 COMMERCIAL BANKS IN THE UNITED STATES

D. Small domestically chartered commercial banks

Billions of dollars

Commercial Banking Institutions—Assets and Liabilities A19

Assets and Liabilities'—Continued

Monthly averages

Wednesday figures

Account 1998 1999" 1999
Dec June July Aug. Sept. Oct. Nov. Dec. Dec. 8 Dec. 15 Dec. 22 Dec. 29
Seasonally adjusted
Assets

1 Bankcredit . ............. . .... 1,456.1 1,524.2 15392 15535 1.567.3 1,588.6 1,593.7 1,605.3 1,600.1 1,603.1 1,606.8 1.6089
2 Securities in bank credit S 4246 4489 4529 455.0 456.7 459.0 454.0 4521 4525 4509 4515 4528
3 US government securities ..... 3186 3336 3370 337.2 3388 3395 334.1 3306 g 3296 329.8 3304
4 Other securities ......... ..... 106.0 1154 1159 117.8 1179 1195 119.9 1215 120.8 121.3 1217 1225
5 Loans and leases in bank credi? .. ..| 10315 1,0753 1,086.3 1,098.4 1,1106 11296 1,1397 1,153.2 1,1476 1,152.1 1,1553 1,156.1
6 Commercial and industrial . . 188.3 199.5 2023 204.1 207.0 2127 2156 2170 2163 2169 2173 2172
7 Real estate .......... .. 576.2 6106 617.9 6259 631.3 6427 649.1 655.2 653.6 654.6 656.3 6557
8 Revol\mg home equny 281 29.1 29.3 294 293 298 30.1 30.7 306 30.6 30.7 308
9 Other . . 548.1 5815 588.6 596.6 602.0 6129 619.0 624.5 623.] 624.0 625.6 624.9
10 Consumer . 1915 1950 1946 1959 198.8 2005 200.} 2051 012 204.6 2060 208.1
1l Security? ............ 56 47 49 49 49 49 54 53 56 54 5.1 50
12 Other loans and leases 69.9 654 66.7 67.6 68.5 68.8 695 706 709 70.6 70.7 70.2
13 Interbank loans ............ 59.9 513 53.1 510 48.6 459 50.1 513 508 530 524 503
14 Cash assets* ... .. 67.1 69.9 713 71.1 7.7 716 727 76.2 771 759 80.1 736
15 Otherassets® ..................... 672 736 76.8 79.1 79.2 83.1 823 83.1 85.0 81.7 839 80.7
16 Total assets® .......... . ....... 1,6313 1.699.6 1,721.1 1,735.0 1,746.9 1,769.0 1,778.5 1,795.3 1,792.7 1,7932 1,802.5 1.792.7

Liabilities
17 Deposits . ... 1.303.0 1,348.7 1,360.8 1,368.7 13713 1,389.1 1,399.7 14172 14112 1,4188 14249 14139
18  Transaction .. 2786 281.1 280.8 2824 279.7 2797 277.1 276.0 2730 276.3 282.7 2157
19 Nontransaction 1,024.5 1,067.6 1,080.1 1,086.3 1,091.6 1,1094 1,122.6 1,141.2 1,1383 1,1425 1,1422 1,1382
20 Large time 186.5 196.0 1939 196.8 1984 202.7 206.7 208.8 2076 208.6 2094 2094
21 Other . . ... .. 838.0 871.7 886.2 889.5 8932 906.7 915.8 9324 9306 9339 9328 92838
22 Borrowings ............... . ... 171.0 188.1 199.2 2009 206.0 2062 205.0 2123 207.0 208.3 2122 2194
23 From banks in the U.S. A 81.3 875 945 932 935 89.8 87.8 874 839 85.1 88.5 919
24  Fromothers .................. 89.7 100.6 1046 107.8 1125 116.5 1172 1249 1231 1232 1237 1275
25 Net due to related foreign offices 36 41 43 35 34 4.3 4.5 4.5 42 43 42 53
26 Other liabilities ................... 295 319 3L1 329 340 342 340 342 351 344 342 338
27 Total liabilities .. ................. 1,507.1 1,572.9 15954 1,606.1 1,614.6 1,633.9 1,6433 1,6682 1,657.5 1,665.8 1,675.6 1,6724
28 Residual (assets less liabilities) 124.2 126.7 1257 1200 1322 135.1 135.2 127.1 1352 1274 1269 1203

Not seasonally adjusted
Assets

29 Bank credit .......... . ......... 14544 1,5313 1.540.5 1,555.6 15705 15874 1,590.6 16034 1,5944 1,600.3 1,607.1 16112
30  Securities in bank credit ... . 4242 450.8 451.2 4534 4544 4559 4517 4520 4508 4509 4520 4538
31 U.S. government securities . . 3185 3354 3355 3354 3370 336.5 331.8 330.7 33038 3300 3304 310
32 Other securities . ........ 1057 1153 1157 1180 1174 1194 1199 1213 1200 1209 1216 1228
33 Loans and leases in bank credit? . 1,030.2 1,080.5 1,089.3 11022 1,116.1 1,1315 1,1389 1,1514 1,1436 1,1494 1,155.1 1,1574
34 Commercial and industrial . . 1874 2014 2021 2029 2059 2112 214.1 216.1 2145 2154 216.7 2174
35 Real estate .............. 574.5 6134 6200 628.1 634.6 6342 6495 6534 651.6 6527 654.4 654.8
36 Revolving home equity 283 289 29.1 292 296 300 304 309 30.7 30.8 309 31.1
37 Other ......... . ..... 546.3 584.5 5909 598.8 605.1 614.1 619.2 6225 6209 621.9 6235 6237
38 Counsumer U 1935 1943 1940 196.5 1999 2012 200.6 2069 2019 2059 209.2 2106
39 Security? 56 47 49 49 49 49 54 53 56 54 5.1 50
40 Other loans and leases 69.1 66.7 68.3 69.9 70.7 70.0 693 69.8 700 69.9 69.7 69.7
41 Interbank loans 649 483 490 484 474 470 56.0 552 59.5 580 542 504
42 Cash assets* ... 70.5 689 694 679 704 70.7 749 798 754 79.5 812 833
43 Other assets® 67.1 752 780 798 796 83.1 840 83.1 8438 81.6 81.6 826
44 Total assets® . . ... ... ... ... .. 1,637.9 1,704.2 1,717.6 1,732.1 1,748.0 1,768.1 1,785.4 1.800.9 1,7938 1,798.9 18034 1,806.7

Liabilities
45 Deposits . ......... ... ... 1.309.1 13521 13583 1,367.4 1,374.3 1,393.0 14123 1421.8 14175 14233 1,423.0 142138
46  Transaction ....... .. 289.3 280.0 276.8 2755 276.8 276.7 280.8 2864 2773 285.5 289.7 2049
47  Nontransaction 10197 1.072.1 1,081.4 10918 1,097.6 1,1163 1,1315 11354 1,1402 1,137.7 1,1333 1,1269
48 Large time 186.5 196.0 1939 196.8 1984 2027 206.7 2088 207.6 208.6 2094 2094
49 Other ....... 8333 876.1 887.5 895.0 899.2 913.6 924.8 926.6 9326 929.1 9239 9175
50 Borrowings ... 1729 189.3 1990 201.0 208.7 209.1 207.3 2143 205.7 2105 2184 2225
51 From banks in the US. .. 833 87.8 937 92.4 94.0 91.7 89.6 89.5 84.6 87.1 922 94.7
52 Fromothers ................... 89.7 1015 105.3 108.5 147 1174 1177 124.9 121.1 1234 126.1 1277
53 Net due to related foreign offices 36 4.1 43 35 34 43 4.5 4.5 42 4.3 42 53
54 Other liabilities ............ ...... 289 317 312 327 333 334 333 336 346 336 331 333
55 Total liabilities ......... . . .... 15145 15772 1,592.7 1,604.5 1,619.7 1,639.8 1,6575 16742 1,662.0 16717 1,678.7 1,682.8
56 Residual (assets less liabilitiesy” .. ... 1235 1270 1249 1277 1283 1284 1279 126.6 13138 1272 124.7 1239

MEMO

57 Mortgage-backed securities® . ...... 524 647 652 64.8 65.2 67.6 663 66.3 66.3 66.2 659 66.3

Footnotes appear on p. A2]
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1.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities'—Continued
E. Foreign-related institutions
Billions of dollars
Monthly averages Wednesday figures
Account 1998 1999" 1999
Dec June July Aug. Sept. Qct. Nov. Dec Dec. 8 Dec. 15 Dec. 22 | Dec. 29
Seasonally adjusted
Assets
L Bankcredit ..................... 598.6 5332 5227 524.1 5192 5278 5487 3558 5576 5577 556.7 5529
2 Securities in bank credit 2139 196.8 190.5 190.1 189.5 1932 1979 2054 2029 204.6 209.1 206.8
3 U.S. government securities . 837" 86.7 86.2 84.1 81.8 822 79.7 81.7 79.8 814 840 825
4 Other securities ........... BN 130.2 1100 104.2 106.0 107.7 1111 1182 1237 123.1 1233 1251 1243
5 Loans and leases in bank credit? ...| 3848 3364 3323 3340 3207 3346 350.8 3504 3547 3530 3476 346.1
6 Commercial and industrial ... ... 2184 196.7 1934 1956 1973 199.1 201.0 1956 196.6 1976 1957 1927
7 Realestate ............ .. 215 19.2 185 17.6 176 17.8 174 17.3 172 174 174 173
8 Security’ ............. 66.3 520 528 550 514 548 653 66.8 707 674 63.7 64.6
9 Other loans and leases 786 68.5 675 65.8 634 629 67.0 70.7 702 70.6 70.7 715
10 Interbank Joans . ........ . 219 24.5 275 257 229 229 28 25.5 240 260 25.5 264
11 Cash assets* 356 335 352 380 409 4.1 504 546 532 56.4 549 544
12 Other assets® . ......... ......... 384 336 323 290 263 318 348 376 36.1 37.1 399 372
13 Total assets® .................... 7003 624.6 6175 616.6 612.0 626.4 656.5 6732 670.6 676.9 676.7 6705
Liabilities
14 Deposits . . . 3084 3057 309.1 3089 3109 3322 3589 3795 374.1 384.1 3802 376.1
15 Transaction ........... AU 114 109 109 110 109 115 113 11.5 116 114 11.7 11.8
16  Nontransaction .. . ........ .. 2969 2948 2982 2979 3000 3207 3476 3679 36235 3727 3685 3643
17 Borrowings ............. 2040 181.9 1732 1729 169.8 175.6 184.2 1795 181.5 1774 1756 182.1
18 From banks in the US, . . 268 2715 244 236 252 229 269 254 251 239 234 290
19  Fromothers ............ . 1772 1544 148.8 1494 1446 1527 1573 154.1 1564 1535 1522 153.1
20 Net due to related foreign offices .. 1015 64.6 719 720 66.1 534 4.1 371 410 362 410 322
21 Other liabilities .. ................. 77.1 65.6 62.7 61.7 64.6 65.8 673 70.5 69.2 715 712 715
22 Total liabilities .. ..... ... ...... 691.0 617.7 616.9 615.5 6114 627.0 6545 666.6 665.8 669.2 668.0 6613
23 Residual (assets Jess liabilities)” .. ... 94 6.8 6 1.1 6 -6 20 6.6 48 737 8.6 87
Not seasonally adjusted
Assets
24 Bankcredit .. ................ .. 601.5 5300 5195 5203 5183 5318 551.8 559.0 556.4 558.6 559.6 562.1
25  Securities in bank credit |o2125 1958 188.8 188.8 188.8 196.0 201.0 2045 203.1 2034 206.5 2059
26 U.S. government securities . . 839 87.1 85.7 83.1 80.8 82.1 80.1 8.0 80.8 81.7 83.6 828
27 Trading account 174 219 200 173 156 149 9.2 77 7.3 72 84 8.1
28 Investment account . 66.5" 652 658 658 652 672 709 744 735 74.5 752 74.7
29 Other securities . .. ... 1286 108.7 103.1 105.7 108.0 114.0 1209 1224 1223 121.7 1229 123.1
30 Trading account . 7.1 633 0.8 “49 9.7 750 807 806 810 805 805 80.6
3 Investment account .. 509 434 423 409 382 390 40.2 419 413 412 42.5 425
32 Loans and leases in bank credit? ...[ 389.0 334.2 3307 3315 3295 3358 350.8 3545 3533 355.2 3531 356.1
33 Commercial and industrial . . 2211 195.0 1926 1939 1970 2002 2023 198.3 197.1 1992 199.1 198.0
34 Real estate 216 19.0 183 175 176 180 176 174 173 175 174 17.3
35 Security’ 66.8 522 524 550 516 545 64.5 67.3 693 67.9 64.6 66.6
36 Other loans and leases 795 68.0 673 65.1 634 632 664 716 69.6 70.7 720 743
37 Interbank loans 279 245 215 257 229 229 238 25.5 240 26.0 255 264
38 Cash assets® ... 371 343 35.1 377 40.6 447 512 56.9 543 585 579 576
39 Other assets® 398 325 316 296 297 317 350 390 382 393 41.1 379
40 Total assets® . ............... ... 706.2" 621.2 6134 613.1 611.2 630.9 6605 680.1 672.6 682.1 6839 683.7
Liabilities
41 Deposits .. ...l 3120 3064 306.7 306.3 3104 3322 3583 3838 376.2 387.8 3870 3834
42 Transaction . ... 119 10.7 10.8 109 114 115 11.2 1.9 115 11.8 123 126
43 Nontransaction . 300.2 295.7 2959 2954 299.1 3207 347.1 3719 3648 376.0 3747 3708
44 Borrowings 2040 1819 1732 1729 169.8 1756 1842 1795 1815 1774 1756 182.1
45  From banks in the US. . 268 21.5 244 236 252 229 269 254 251 239 234 290
46  From others 1772 1544 148.8 1494 1446 152.7 157.3 154.1 1564 1535 1522 153.1
47 Net due to related foreign offices 1077 632 69.3 699 4.5 55.2 468 422 414 409 46.3 428
48 Other liabilities .. ... ............. 785 65.1 61.8 61.8 643 65.2 682 7.9 707 733 24 73.1
49 Total liabilities .. ...... ... ... .. 7022 616.6 6109 6109 609.0 628.2 6575 6774 669.8 6795 6813 6812
50 Residual (assets less liabilities)” 40 45 25 22 22 27 30 27 2.8 27 26 2.5
MEMO
51 Revaluation gains on off-balance-sheet
items® . ...l 485 384 375 38.1 384 394 40.6 39.8 407 396 39.1 400
52 Revaluation losses on off-balance-
sheetitems® . ... ... ... ... ... 45.1 376 36.2 363 374 38.1 394 387 389 385 384 392

Footnotes appear on p. A21.
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NOTES TO TABLE 1.26

NOTE. Tables 1.26, 1.27, and 1.28 have been revised to reflect changes in the Board’s H.8
statistical release, “Assets and Liabilities of Commercial Banks (n the United States.” Table
1.27, “Assets and Liabilities of Large Weekly Reporting Commercial Banks,” and table 1.28,
“Large Weekly Reporting U.S. Branches and Agencies of Foreign Banks,” are no longer
being published in the Bulletin. Instead, abbreviated balance sheets for both large and small
domestically chartered banks have been included in table 1.26, parts C and D. Data are both
merger-adjusted and break-adjusted. In addition, data from large weekly reporting U.S.
branches and agencies of foreign banks have been replaced by balance sheet estimates of all
foreign-related institutions and are included in table 1.26, part E. These data are break-
adjusted.

The not-seasonaliy-adjusted data for ail tables now contain additional balance sheet items,
which were available as of October 2, [996.

1. Covers the following types of institutions in the fifty states and the District of
Columbia: d ically chartered ¢ ial banks that submit a weekly report of condition
(large domestic); other domestically chartered commercial banks (small domestic); branches
and agencies of foreign banks, and Edge Act and agreement corporations (foreign-related
institutions). Excludes International Banking Facilities. Data are Wednesday values or pro
rata averages of Wednesday values. Large domestic banks constitute a universe; data for
small domestic banks and foreign-related institutions are estimates based on weekly samples
and on quarter-end condition reports. Data are adjusted for breaks caused by reclassifications
of assets and liabilities.

The data for large and small domestic banks presented on pp. A17-19 are adjusted to
remove the estimated effects of mergers between these two groups. The adjustment for
mergers changes past levels to make them comparable with current levels. Estimated
quantities of balance sheet items acquired in mergers are removed from past data for the bank

group that contained the acquired bank and put into past data for the group contaming the
acquiring bank. Ralance sheet data for acquired banks are obtained from Call Reports, and a
ratio procedure is used to adjust past levels.

2. Excludes federal funds sold to, reverse RPs with, and loans made to commercial banks
in the United States, all of which are included in “Interbank loans.”

3. Consists of reverse RPs with brokers and dealers and loans to purchase and carry
securities.

4. Includes vault cash, cash items in process of collection, balances due from depository
institutions, and balances due from Federal Reserve Banks.

5. Excludes the due-from position with related foresgn offices, which is included in “Net
due to related foreign offices.”

6. Excludes unearned income, reserves for losses on loans and leases, and reserves for
transfer risk. Loans are reported gross of these items.

7. This balancing item is not intended as a measure of equity capital for use in capital
adequacy analysis. On a seasonally adjusted basis this item reflects any differences in the
seasonal patterns estimated for total assets and total liabilities.

8. Fair value of derivative contracts (interest rate, foreign exchange rate, other commodity and
equity contracts) in a gain/loss position, as determined under FASB Interpretation No. 39.

9. Includes mortgage-backed securities issued by US. government agencies, U.S.
government-sponsored enterprises, and private entities.

10. Difference between fair value and historical cost for secunties classified as available-
for-sale under FASB Statement No. [15. Data are reported net of tax effects. Data shown are
restated to include an estimate of these tax effects.

11. Mainly commercial and industrial loans but also includes an unknown amount of credit
extended to other than nonfinancial businesses.
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1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING

A. Commercial Paper

Millions of dollars, seasonally adjusted, end of period

Year ending December 1999
Ttem
1994 1995 1996 1997 1998 June July Aug. Sept. Oct. Nov.
1 Allissuers . .............. 595,382 674,904 775,371 966,699 | 1,163,303 | 1,221,020 | 1,242,107 | 1,257,658 | 1,274,726 | 1,321,163 | 1,369,100
Financtal companies'
2 Dealer-placed paper, mm]"-é ------------ 223,038 275,815 361,147 513,307 614,142 705,603 712,718 710,320 718,380 751,245 802.194
3 Directly placed paper, total”............ 207,701 210,829 229,662 252,536 322,030 272,014 277,570 290,228 293,381 296,998 299,777
4 Nonfinancial companies® ............ ... 164,643 188,260 184,563 200,857 227,132 243,404 251,819 257,110 262,965 272920 267,128

1. Institutions engaged primarily in commercial, savings, and mortgage banking: sales

personal, and mortgage financing, factoring, finance leasing, and other business lending:

insurance underwriting; and other investment activities.
2. Includes all financial-company paper sold by dealers in the open market.

B. Bankers Dollar Acceptances'

Millions of dollars, not seasonally adjusted, year ending September?

3. As reported by financial companies that place their paper directly with investors.

4. Includes public utilities and firms engaged primarily in such activities as communica-
tions, construction, manufacturing, mining, wholesale and retail trade, transportation, and
services.

Item 1996 1997 1998 1999

I Total amount of reporting banks’ acceptances in existence ...................... .......... 25,832 25,774 14,363 10,094

2 Amount of other banks’ eligible acceptances held by reporting banks ............ ... ... ... ..... 709 736 523 461

3 Amount of own eligible acceptances held by reporting banks (included initem 1)} .................. 7,770 6,862 4,884 4,261
4 Amount of ehgible acceptances representing goods stored in, or shipped between, foreign countries

(included initem I) ... . . o L 9,361 10,467 5413 3,498

1. Includes ehgible. dollar-denominated bankers acceptances legally payable in the United
States. Eligible acceptances are those that are eligible for discount by Federal Reserve Banks:
that is, those acceptances that meet the criteria of Paragraph 7 of Section 13 of the Federal
Reserve Act (12 US.C. §372).

2. Data on bankers dollar acceptances are gathered from approximately 55 institutions;

includes U.S. chartered commerical banks (domestic and foreign offices), U.S. branches and
agencies of foreign banks, and Edge and agreement corporations. The reporting group is
revised every year.

1.33 PRIME RATE CHARGED BY BANKS Short-Term Business Loans!

Percent per year

. Average . Average Average
Date of change Rate Period raleg Period rateg Period rate
1997-—Jan. 8.25 8.44 1998—TJan, 8.50 1999—1Jan. 775
Mar. 8.50 8.35 Feb. 8.50 Feb. 775
8.00 Mar. 8.50 Mar. 775
1998—Sept 8.25 Apr. 8.50 Apr. 7.75
Oct. 8.00 8.25 May 8.50 May 7.75
Nov. 775 8.25 June 8.50 June 775
8.30 July . 8.50 July 8.00
1999—July 8.00 8.50 Aug. 8.50 Aug 8.06
Aug. 8.25 8.50 Sept. 8.49 Sept. 8.25
Nov. 8.50 8.50 Oct. . 8.12 Oct. 8.25
8.50 Nov 7.89 Nov. 8.37
2000—Feb. 3 . 8.15 8.50 Dec 7.5 Dec. 8.50
8.50
8.50 2000—Jan. 8.50
8.50
8.50

1. The prime rate is one of several base rates that banks use to price short-term business
loans. The table shows the date on which a new rate came to be the predominant one quoted
by a majority of the twenty-five largest banks by asset size, based on the most recent Call

Report. Data in this table also appear in the Board’s H.15 (519) weekly and G.13 (415)
monthly statistical releases. For ordering address, see inside front cover.



1.35 INTEREST RATES Money and Capital Markets

Percent per year; figures are averages of business day data unless otherwise noted
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1999 1999, week ending
Ttem 1997 1998 1999
Sept. Oct. Nov. Dec Dec. 3 Dec 10 | Dec. 17 | Dec. 24 | Dec 31
MONEY MARKET INSTRUMENTS
1 Federal funds'>3 . ......._.............. 5.46 5.35 4.97 522 5.20 5.42 5.30 5.63 5.45 5.44 5.46 5.01
2 Discount window borrowingz'4 ........... 5.00 4.92 4.62 475 4.75 4.86 5.00 5.00 5.00 5.00 5.00 5.00
Commercial pape)}‘s"’
Nonfinancial
3 l-month 5.57 540 5.09 5.28 5.28 537 5.97 5.63 5.88 6.16 6.33 5.71
4 2-month ... 5.57 5.38 5.14 5.29 5.30 5.82 5.91 5.89 5.86 6.01 6.07 573
5 3-month 5.56 5.34 5.18 5.32 5.88 5.81 5.87 5.83 5.84 5.89 6.00 5.78
Financial
6  l-month 5.59 542 5.11 5.29 5.29 5.38 6.02 5.65 595 6.23 6.40 5.74
7  2-month 3.59 540 5.16 5.31 5.32 5.85 5.95 591 5.96 6.05 6.08 5.77
8  3-month 5.60 5.37 5.22 532 593 5.85 5.93 5.88 5.90 5.98 6.04 5.83
Commercial paper (historical)3'5'7
9  l-month . 554 n.a. na na n.a. na na. n.a. n.a. na. n.a. n.a.
10 3-month 558 n.a n.a n.a n.a. n.a na. n.a. n.a. na. n.a na
11 6-month 562 na na. na na. na n.a. na. na. n.a. na. na.
Finance paper, directly placed (hustorical) 358
12 l-month 5.44 n.a. n.a. n.a. n.a. na n.a. n.a. na. na. n.a. n.a.
13 3-month 548 n.a n.a. n.a. n.a. na n.a. na. n.a. n.a na. n.a.
14 6-month 548 n.a. n.a n.a n.a na na. n.a. n.a n.a. na. na
Bankers acceptances™®
15  3-month 5.54 5.39 5.24 537 6.02 594 6.00 592 5.99 5.98 6.08 6.00
16  6-month 5.57 5.30 5.30 575 5.89 5.83 5.94 5.83 593 5.90 6.00 599
Certificates of deposit, secondary marker10
17 l-month ............... ...... ... 5.54 5.49 5.19 5.34 5.36 5.50 6.34 6.24 6.39 6.44 6.48 6.05
18 5.62 547 533 5.50 6.13 6.00 6.05 6.00 6.03 6.08 6.16 6.00
19 5.73 5.44 5.46 5.89 6.04 5.97 6.07 6.01 6.03 6.07 6.14 6.07
20 Eurodollar deposits, 3-month™!' .. .. ... ... 561 5.45 5.31 5.48 6.09 597 6.06 6.05 6.04 6.05 6.14 6.02
US. Treasury bills,
Secondary market™
21 3-month 5.06 4.78 4.64 4.68 4.86 5.07 5.20 5.13 5.09 5.23 5.38 5.17
22 6-month 5.18 4.83 475 4.88 4.98 5.20 5.44 5.33 5.33 5.48 5.56 547
2 Toyear . ... e e 532 4.80 4.81 4.96 5.12 5.24 551 539 5.37 5.51 5.62 5.60
Auction high*>!?
24 3-month 5.07 4.81 4.66 473 4.88 5.07 5.23 5.20 5.05 5.21 5.40 5.30
25 6-month ... .l 518 4.85 4.76 491 4.98 5.17 543 5.33 529 541 5.60 5.51
26 l-year ... 5.36 4.85 478 5.00 5.12 517 5.35 n.a. 535 n.a. na. na.
U.S. TREASURY NOTES AND BONDS
Constant maturities"
27 5.63 5.05 5.08 5.25 5.43 5.55 5.84 5.73 5.69 5.85 597 5.95
28 5.99 5.13 5.43 5.66 5.86 5.86 6.10 6.03 5.96 6.09 6.23 6.22
26 6.10 5.14 5.49 5.75 5.94 592 6.14 6.08 6.00 6.11 6.26 6.26
30 6.22 5.15 5.55 5.80 6.03 597 6.19 6.13 6.03 6.14 6.30 6.33
31 6.33 5.28 579 6.12 6.33 6.17 6.38 6.31 6.21 6.33 6.51 6.52
32 6.35 5.26 5.65 592 6.11 6.03 6.28 6.20 6.13 6.24 6.39 6.41
33 6.69 572 6.20 6.50 6.66 6.48 6.69 6.64 6.54 6.67 6.82 6.80
34 6.61 5.58 5.87 6.07 6.26 6.15 6.35 6.30 6.22 6.32 6.46 6.46
Composite
35 More than 10 years (long-term) ............ 6.67 5.69 6.14 6.43 6.60 6.42 6.63 6.58 6.48 6.60 6.76 6.75
STATE AND LOCAL NOTES AND BONDS
Moody's series™
36 Aaa ... L 5.32 4.93 5.28 5.56 5.78 5.7 5.82 5.80 5.78 5.83 5.85 5.85
37Baa............,. 5.50 5.14 5.70 6.06 6.23 6.23 6.25 6.24 6.20 6.24 6.28 6.29
38 Bond Buyer series 5.52 5.09 5.43 5.69 592 5.86 595 5.91 5.89 5.96 6.00 6.00
CORPORATE BONDS
39 Seasoned issues, all industries’® . . ..., ... 754 6.87 7.45 778 7.93 7.73 7.87 7.83 7.74 774 7.98 796
Rating group
40 Aaa ... 7.27 6.53 7.05 7.39 7.55 7.36 7.558 7.50 742 7.52 7.66 764
748 6.80 7.36 7.68 7.79 7.62 7.78 7.72 7.64 7.75 7.89 7.88
7.54 6.93 7.53 7.84 7.99 7.79 7.96 7.91 7.83 7.93 8.07 8.06
7.87 7.22 7.88 8.20 8.38 8.15 8.19 8.17 8.08 8.17 829 824
MEMO
Dividend—price ratio'’
44 Common stocks ......................... 1.77 1.49 1.25 1.27 1.28 1.21 1.18 1.20 1.18 1.18 1.17 1.15

1. The daily effective federal funds rate is a weighted average of rates on trades through
New York brokers.

2. Weekly figures are averages of seven calendar days ending on Wednesday of the
current week: monthly figures include each calendar day in the month.

3. Annualized using a 360-day year or bank interest.

4. Rate for the Federal Reserve Bank of New York.

5. Quoted on a discount basis.

6. Interest rates interpolated from data on certain commercial paper trades settled by the
Depository Trust Company. The trades represent sales of commercial paper by dealers or
direct issuers to investors (that 1s, the offer side). See Board’s Commercial Paper Web pages
(http://www federalreserve.gov/releases/cp) for more information.

7. An average of offering rates on commercial paper for firms whose bond rating is AA or
the equivalent. Series ended August 29, 1997.

8. An average of offering rates on paper directly placed by finance companies. Series
ended August 29, 1997.

9. Representative closing yields for acceptances of the highest-rated money center banks,

10. An average of dealer offering rates on nationally traded certificates of deposit.

11. Bid rates for Eurodollar deposits collected around 9:30 a.m. Eastern time. Data are for
indication purposes only.

12. Auction date for daily data; weekly and monthly averages computed on an issue-date
basis. On or after October 28, 1998, data are stop yields from umform-price auctions. Before
that, they are weighted average yields from multiple-price aucuons.

13. Yields on actively traded issues adjusted to constant maturities. Source: U.S. Depart-
ment of the Treasury.

14. General obligation bonds based on Thursday figures; Moody's Investors Service.

15. State and local government general obligation bonds maturing n twenty years are used
in compiling this index. The twenty-bond index has a rating roughly equivalent to Moodys’
Al rating. Based on Thursday figures.

16. Daily figures from Moody's Investors Service. Based on yields to maturity on selected
long-term bonds.

17. Standard & Poor’s corporate series. Common stock ratio is based on the 500 stocks in
the price index.

NOTE. Some of the data in this table also appear in the Board’s H.15 (519) weekly and
G.13 (415) monthly statistical releases. For ordering address, see inside front cover.
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1.36 STOCK MARKET Selected Statistics

199%
Indicator 1997 1998 1999
Apr. May June July Aug. Sept. Oct. Nov. Dec.
Prices and trading volume (averages of daily figures)’
Common stock prices (indexes)
1 New York Stock Exchange
(Dec. 31,1965 =50y ....... ........ 456.99 550.65 619.52 27.75 635,62 629.53 648 83 621.03 607.87 599.04 63422 638.17
2 Industrial ...... R .. 574.97 684.35 775.29 780.84 791.72 783.96 809.33 778.82 769.47 753.94 791.41 808.28
3 Transportation 415.08 468.61 491.62 523.08 537.88 520.66 528.72 492.13 462.33 450.13 47478 461.04
4 Utility ..... . 143.87 190.52 284.82 228.48 242.98 241.36 250.50 241.84 237.71 285.16 502.58 511.78
5 HFnance ............ ..ol 424.84 516.65 53097 564.99 562.66 546.43 557.92 521.59 493.37 490.92 539.20 51099
6 Standard & Poor’s Corporation
(1941-43 = 10 .. . 87343 |1,08550 |1.327.33 [1.334.76 |1,332.07 |1.322.55 |1,380.99 |[1.327.49 |(,318.17 |1,300.01 |1,390.99 | 1,428.68
7 American Stock Exchange
(Aug. 31, 1973 = 5007 628.34 682.69 770.90 748.29 787.02 772.01 803.75 781.33 788.74 786.96 819.60 838.24
Volume of rrading (thousands of shares}
8 New York Stock Exchange .. 523,254 | 666,534 | 799,554 | 874,818 | 785,778 | 723,025 | 721,294 | 709,569 | 772,627 | 882,422 | 866,281 | 884,141
9 American Stock Exchange 24,390 28,870 n.a. 38,895 35241 28.806 25,754 27,795 32,540 35,762 13330 41,076
Customer financing (millions of dollars, end-of-period balances)
10 Margin credit at broker—dealers® ... ... ... 126,090 | 140,980 | 228,530 | 172,880 | 177,984 | 176,930 | 178,360 | 176,390 | 179,316 | 182,272 | 206,280 | 228,530
Free credit balances at brokers®
Il Margin accounts® ..o oo L L 31410 40.250 55,130 41,200 41,250 42,865 44.330 44,230 47,125 51.040 49,480 55.430
12 Cashaccounts .......................... 52,160 62,450 79,070 60.870 61,605 64,100 60,000 62,600 62,810 61.085 68,200 79.070
Margin requirements (percent of market value and effective date)’
Mar. 11, 1968 June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov. 24, 1972 Jan. 3, 1974
13 Margin stocks ........... . e 70 80 65 55 65 50
14 Convertible bonds B 50 60 50 50 50 50
15 Shortsales ................ .. ... ... .. 70 80 65 55 65 50

1. Daily data on prices are available upon request to the Board of Governors. For ordering
address, see mside front cover,

2. In July 1976 a financial group. composed of banks and insurance companies, was added
to the group of stocks on which the index is based. The index is now based on 400 industrial
stocks (formerly 425), 20 transportation (formerly 15 rail), 40 public utility (formerly 60). and
40 financial.

3. On July §, 1983, the American Stock Exchange rebased its index, effectively cutting
previous readings in half.

4. Since July 1983, under the revised Regulation T, margin credit at broker—dealers has
included credit extended against stocks, convertible bonds, stocks acqmred through the
exercise of subscription rights, corporate bonds, and government securities. Separate report-
ing of data for margin stocks, convertible bonds, and subscription issues was discontinued in
April 1984,

S. Free credit balances are amounts in accounts with no unfulfilled commitments to
brokers and are subject to withdrawal by customers on demand.

6. Series initiated in June 1984,

7. Margin requirements, stated in regulations adopted by the Board of Governors pursuant
to the Securities Exchange Act of 1934, limit the amount of credit that can be used to
purchase and carry “margin securities” (as defined in the regulations) when such credit 15
collateralized by securities. Margin requirements on securities are the difference between the
market value (100 percent) and the maximum loan value of collateral as prescribed by the
Board. Regulation T was adopted effective Oct. 15, 1934; Regulation U, effective May 1.
1936; Regulation G, effective Mar 11, 1968; and Regulation X, effective Nov. 1, 1971.

On Jan. 1. 1977, the Board of Governors for the first time established in Regulation T the
initial margm required for writing options on securities, setting it at 30 percent of the current
market value of the stock underlying the option. On Sept. 30, 1985, the Board changed the
required initial margin, allowing it to be the same as the option maintenance margin required
by the appropriate exchange or self-regulatory organization; such maintenance margin rules
must be approved by the Securities and Exchange Commission.
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1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Fiscal year Calendar year
Type of account or operation 1999
1997 1998 1999
July Aug. Sept. Oct. Nov. Dec.
US. budget'
I Receipts, total ............ ...l 1,579,292 1,721,798 1,827,454 121,923 126,324 200,396 121,035 121,375 201,196
2 On-budget .. S 1,187,302 1,305,999 1,382,986 87,959 91,554 161,304 89,009 86,909 162,772
3 Off-budget .. 391,990 415,799 444,468 33,964 34,770 36,092 32,026 34,466 38,424
4 Outlays, total .. 1,601,235 1,652,552 1,703,040 147,086 129,127 142,341 147,701 148,408 168,114
S On-budget . 1,290,609 1.335,948 1,382,262 117,652 97,984 107,222 119,506 116,388 165,504
6 Off-budget ............. . 310,626 316,604 320,778 29,434 31,143 35,119 28,196 32,020 2,611
7 Surplus or deficit (—). total —21,943 69.246 124,414 25,164 —2,803 58,055 —26.667 —27,032 33,081
8 On-budget ............ . B —103,307 —29,949 724 —29,693 —6,430 54,082 —30,497 —29,479 —2,732
9 Off-budget ........... ... ... 81,364 99,195 123,690 4,530 3,627 3,973 3,830 2,446 35813
Source of financing (total)
10 Borrowing from the public ................. 38,171 ~51,211 —88,304 1,193 26,470 ~-47,718 5,754 6,132 35,749
11 Operating cash (decrease, or increase (<)) ....... 604 4,743 —17,580 13,553 3,160 —20,069 8,891 41,488 —177,248
120ther®. ... . o —16,832 —22.778 —18,530 10418 —26,827 9,732 12,022 —20.588 8.418
MEeMO
13 Treasury operating balance (level, end of
period)............. 43,621 38,878 56,458 39,549 36,389 56,458 47,567 6,079 83,327
14 Federal Reserve Banks . R 7,692 4,952 6,641 4,984 5,559 6,641 4,527 5,025 28,402
15  Tax and loan accounts ................... 35,930 33,926 49.817 34,565 30,831 49,817 43,040 1,054 54,925
1. Since 1990. off-budget items have been the social security trust funds (federal old-age net gain or loss for US. currency valuation adjustment; net gam or loss for IMF loan-
survivors insurance and federal disability insurance) and the U.S. Postal Service. valuation adjustment; and profit on sale of gold.
2. Includes special drawing rights (SDRs); reserve position on the U.S. guota in the SOURCE. Monthly totals: U.S. Department of the Treasury, Monthly Treasury Statement of
International Monetary Fund (IMF); loans to the IMF; other cash and monetary assets; Receipts and Outlays of the US. Government, fiscal year totals: U.S. Office of Management
accrued interest payable to the public; allocations of SDRs; deposit funds; miscellaneous and Budget, Budget of the US. Government.

liability (including checks outstanding) and asset accounts; seigniorage; increment on gold,
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1.39 US. BUDGET RECEIPTS AND OUTLAYS!

Millions of dollars

Fiscal year Calendar year
Source or type 1998 1999 1999
1998 1999
HI H2 H1 H2 Oct. Nov. Dec
RECEIPTS
1 Allsources ...................ooiiunn... 1,721,798 1,827,454 922,630 825,057 966,045 892,249 121,035 121,375 201,196
2 Individual income taxes, net . e 828,586 879,480 447,514 392,332 481,527 425,451 63,505 57477 94,535
3 Withheld ............... B 646,483 693,940 316,309 339,144 351,068 372,012 57,596 59,668 88,311
4 Nonwithheld .. S N 281,527 308,185 219,136 65,204 240,278 68,302 7.129 2,298 7373
5 Refunds............ 99,476 122,706 87.989 12.032 109,467 14,841 1,221 4.490 1,149
Corporation income taxes
6 Gross receipts 213,008 216,324 109.353 104,163 106,861 110,111 7,175 3.461 46,486
7 Refunds......... 24,593 31,645 14.220 14,250 17,092 13,996 4,995 1.809 1,540
8 Social insurance taxes and contributions, net . . . 571,831 611,833 312,713 268,466 324,831 292,551 43,879 49,013 48421
9  Employment taxes and contributions 540,014 580,880 293,520 256,142 306,235 280,059 42,412 45,759 47,742
10 Unemployment ingurance .. ......... . 27,484 26,480 17,080 10,121 16,378 10,173 1,049 2,868 266
{1 Other net receipts® ...................... 4,333 4473 2,112 2202 2216 2319 418 386 412
12 Bxcise taxes ......... ..... ......... .. 57,673 70,414 29,922 33,366 31,015 34,249 4,181 6,072 5,709
13 Customs deposits ... ... o 18,297 18,336 8.546 9,838 8,440 10,287 1,788 1,621 1,612
14 Estate and gift taxes . . . 24,076 27,782 12.571 12,359 14,915 14,001 2,554 2.465 2,575
15 Miscellaneous receipts4 32,658 34,929 15,829 18.735 15,140 19,565 2,948 3,075 3,398
OUTLAYS
16 Alltypes ... ool L 1,652,552 1,703,040 815,884 877.414 817,235 882,777 147,701 148,408" 168,114
17 National defense ... 268,456 274,873 129,351 140,196 134,414 149,820 24,036 23.224 31,261
18 International affairs 13,109 15,243 4,610 8,297 6,879 8,530 1,000 1,522 3,527
19 General science, space, and technology ....... 18,219 18,125 9,426 10,142 9,319 10,089 1,524 1,661 1,853
20 Energy ... ....iiiiiiiiiiiii.n AR 1,270 912 957 699 797 —90 —-311 —199 32
21 Natural resources and environment . .. 22,396 23,968 10,051 12,671 10,351 12,098 1,528 2,078 2,350
22 Agriculture ...l . 12.206 23,011 2,387 16,757 9.803 20,887 6,759 7.401 4,362
23 Commerce and housing credit ............... 1,014 2,647 —2,483 4,046 -1,629 7,351 1,698 505" - 696
24 Transportation ................... o 40,332 42,531 16,196 20,836 17,082 22,971 3,750 3,890 3,858
25 Community and regional development 9,720 11,870 4,863 6972 5,368 7,135 1,627 1,244 1,300
26 Education, training, employment, and
social services .............. ..., 54,919 56402 25928 27,762 29,003 27,532 3175 4,070 5.593
27T Health ................ ... i 131,440 141,079 65,053 67,838 69.320 74,490 12,229 12,124 13462
28 Social security and Medicare . 572,047 580,488 286.305 316,809 261,146 295,030 48,179 48,686 2.720
29 Income security ............. ool 233,202 237,707 125,196 109,481 126,552 113,504 17,607 18.216 23,747
30 Veterans benefits and services ............. 41,781 43,212 19,615 22,750 20,105 23412 3,657 3,795 5,320
31 Administration of justice ...... .. 22,832 25,924 11,287 12,041 13,149 13,459 2,127 2,579 2,163
32 General government .. 13,444 15,758 6,139 9,136 6,650 6,993 L117 646 1,974
33 Netinterest” .... .........., 243,359 229,735 122,345 116,954 116,655 112,420 18.894 20,410 18,328
34 Undistributed offsetting receipts® —47,194 —40,445 ~21.340 —25,793 —17,724 -22,850 ~2.896 -3,441 —3.040
1. Functional details do not sum to total outlays for calendar year data because revisions to 4. Deposits of earnings by Federal Reserve Banks and other miscellaneous receipts.
monthly totals have not been distributed among functions. Fiscal year total for receipts and 5. Includes interest received by trust funds.
outlays do not correspond to calendar year data because revisions from the Budget have not 6. Rents and royalties for the outer continental shelf, U.S. government contributions for
been fully distributed across months. employee retirement, and certain asset sales.
2. Old-age, disability, and hospital insurance, and railroad retirement accounts. SOURCE. Fiscal year totals: U.S Office of Management and Budget, Budget of the US.
3. Federal employee retirement contributions and civil service retirement and Government, Fiscal Year 200]. monthly and half-year totals: U.S. Department of the Trea-

disability fund. sury, Monthiy Treasury Statement of Receipts and Outlays of the US. Government.
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1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars, end of month

1997 1998 1999
ltem
Dec 31 Mar. 31 June 30 Sept. 30 Dec. 31 Mar. 31 June 30 Sept. 30 Dec. 31
| Federal debt outstanding . ... ..................... 5,536 5,573 5,578 5,556 5,643 5,681 5,668 5,685 29
2 Public debt securities .......... ... ...l 5,502 5,542 5.548 5.526 5,614 5,652 5,639 5.656 5,776
3 Held by public .. . 3,847 3,872 3,790 3761 3787 3,795 3,685 3,667 n.a.
4 Held by agencies 1,656 1,670 1,758 1,766 1,827 1,857 1,954 1,989 na.
5 Agency secunties 34 31 30 29 29 29 29 29 29
6  Held by public 27 26 26 26 29 28 28 28 na.
7  Held by agencies 7 5 4 4 1 1 1 1 na.
8 Debt subject to statutory himit . . ......... ....... 5,417 5457 5,460 5,440 5,530 5,566 5,552 5,568 5,687
9 Public debt securities ......... .. ...l 5416 5.456 5,460 5439 5,530 5.566 5,552 5,568 5,687
10 Other debt' ... ... ... 0 0 0 0 0 0 0 0 0
MEMO
i1 Statutory debt Iimit ..... ... ... ... ... 5.950 5.850 5,950 5.950 5,950 5.850 5.950 5,950 5,950
L. Consists of guaranteed debt of U.S. Treasury and other federal agencies, specified SOURCE. U.S. Department of the Treasury, Monthly Statement of the Public Debt of the
participation certificates, notes to international lending organizations, and District of Colum- United States and Treasury Bullenn.

bia stadium bonds.

1.41 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership

Billions of dollars, end of period

1999
Type and holder 1996 1997 1998 1999
Q1 Q2 Q3 Q4
! Total gross public debt ...... e e 5,323.2 5,502.4 5,614.2 0 5,651.6 5,638.8 5,656.3 5,776.09
By type
2 Interest-bearnng .. ... ... e 5317.2 5,494.9 5,605.4 5,766.1 5,643.1 5,629.5 5.647.2 5,766.1
3 Marketable 3,459.7 3,456.8 3,355.5 3,281.0 3,361.3 3,248.5 3.233.0 3,281.0
4 Bills . ... 777.4 715.4 691.0 737.1 725.5 647.8 653.2 737.1
5 Notes . . B . 2,112.3 2,106.1 1.960.7 1,784.5 1,912.0 1,868.5 1,828.8 1,784.5
6 Bonds ... 555.0 587.3 621.2 643.7 632.5 632.5 643.7 6437
7 Inflation-indgxed notes and bon N n.a. 33.0 50.6 68.2 59.2 599 67.6 68.2
8  Nonmarketable” P . 1,857.5 2,038.1 2,249.9 2.485.1 2,2818 2,381.0 2,414.2 2.485.1
9 State and local government series e 101.3 124.1 165.3 165.7 167.5 172.6 168.1 165.7
10 Foreign 1ssues® ................. .. 374 36.2 34.3 313 335 30.9 31.0 313
11 Government  ................ R 474 36.2 34.3 313 335 309 310 313
12 Public ........... . e 0 0 0 0 0 ) 0 0
13 Savings bonds and notes e 1824 181.2 180.3 179.4 180.6 180.0 180.0 1794
14 Government account seri . RPN R 1,505.9 1,666.7 1,840.0 2.078.7 1,870.2 1.967.5 2,005.2 2,078.7
15 Non-interest-bearing ..... .......... .. ... . . o oL 6.0 75 88 10.0 8.5 9.3 9.0 10.0
By holder®
16 US. Treasury and other federal agencies and trust funds .. ... 1,497.2 1,655.7 1,826.8 A 1,857.1 1,953.6 1.989.1
17 Federal Reserve Banks ...................ccoivinnn 4109 451.9 471.7 464.5 493.8 496.5
18 Private investors . ... ... . 34312 3,414.6 3,334.0 33276 3,199.3 3,175.6
19 Depository institutions . e 296.6 300.3 2373 247.7 243.0 n.a.
20 Mutual funds . ..., .. - PN e 3158 321.5 3432 351.1 328.1 n.a.
21 Insurance companies .. . .. .. RPN 214.1 176.6 144.6 n.a. 143.8 1418 n.a. na.
22 State and local treasuries® ... ... ... el 257.0 239.3 269.3 2725 279.1 n.a.
Individuals
23 Savings bonds .. e 187.0 186.5 186.7 186.6 186.6 186.3
24 Pension funds e 392.7 421.0 4347 4372 439.5 n.a.
25 Private ........ . . 180.2 204.1 218.1 220.0 226.6 na.
26 State and Local .. . .. . . o . 203.5 216.9 216.6 2172 2129 na.
27 Foreign and international s - 1,102.1 1,241.6 1,278.7 1,272.1 1.258.6 1.281.3
28  Other miscellaneous investors®™® . .. ... ... ... L. L. 665.9 527.9 4396 Y 416.6 3226 na.
1. The U.S. Treasury first issued inflation-indexed securities during the first quarter of 1997. 7. Includes nonmarketable foreign series treasury securities and treasury deposit funds.
2. Includes (not shown separately) securities issued to the Rural Electrification Administra- Excludes treasury securities held under repurchase agreements in custody accounts at the
tion, depository bonds, retirement plan bonds, and individual retirement bonds. Federal Reserve Bank of New York.
3. Nonmarketable series denominated in dollars, and series denominated in foreign cur- 8. Includes individuals, government-sponsored enterprises, brokers and dealers, bank
rency held by foreigners. personal trusts and estates, corporate and noncorporate businesses, and other investors
4. Held almost enurely by U.S. Treasury and other federal agencies and trust funds. SOURCE. U.S. Treasury Department, data by type of security. Monthly Statement of the
5. Data for Federal Reserve Banks and U.S. government agencies and trust funds are actual Public Debt of the United States; data by holder. Treasury Bulletin.

holdings; data for other groups are Treasury estimates.

6. In March 1996, in a redefinition of series, fully defeased debt backed by nonmarketabie
federal securities was removed from “Other miscellaneous investors” and added to “State and
local treasuries.” The data shown here have been revised accordingly.
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1.42  US. GOVERNMENT SECURITIES DEALERS Transactions!
Millions of dollars, daily averages
1999 1999, week ending
Ttem
Sept. Oct. Nov. Nov. 3 Nov. 10 | Nov. 17 | Nov. 24 Dec. 1 Dec. 8 Dec. 15 Dec. 22 | Dec. 29
OUTRIGHT TRANSACTIONS?
By type of security
1 US. Treasury bills ............... 27,445 23,806 33,394 24326 37,437 35.985 23,983 43,667 33,708 27,468 31,651 34,003
Coupon securities, by maturity
2 Five years or less 82,426 | 90,839 | 100,867 | 95703 | 114,337 | 110,793 | 90,562 88,378 | 84,403 81,589 82,000 | 37.615
3 More than five years 54.516 57,462 64.960 65.940 73,508 66,208 55,396 63,933 54,023 48,984 44,004 16,996
4 Inflation-indexed 586 1,096 750 460 989 722 782 666 572 575 315 318
Federal agency
5 Discount notes ... ... .. «.o.oeuro. .. 46,570 45,499 48,022 43,062 44,939 57.108 47,022 45,494 49,761 43,040 41,715 43,577
Coupon securities, by maturity
6 Oneyearorless ............... 1,018 847 793 498 314 818 1,229 1,035 910 695 971 589
7  More than one year, but less than
or equal to five years ....... 5.858 6,420 5,878 7.009 7.963 5,719 4,170 4,758 6,739 3,972 4,506 2,071
8 More than five years . ....... .. 4,593 3,874 4,092 7220 2,865 3474 5,246 2.574 2,961 6,025 2,159 894
9 Mortgage-backed .................. 64,305 63,248 55,736 45512 101,830 53,088 33,059 37,444 86,488 49,435 28,244 10,951
By type of counterparty
With interdealer broker
10 US Treasury ................ .. 93,305 107,232 99.241 124,018 111,932 91.447 106,097 94,137 83392 81,486 45,922
11 Federal agency ... 4,969 4,507 4,606 5,295 5922 4.356 4,066 5,093 3,884 3,690 2,597
12 Mortgage-backed 21,540 20,443 17,991 33,378 19,791 12.852 16,416 32.077 18,734 11.990 3,223
With other
13 US. Treasury ................... 79,898 92,740 87,188 102,253 101,777 79,276 90,548 78,569 75,224 76,573 43,008
14  Federal agency ... 51,671 53.879 53,183 50.816 61,193 53,311 49,796 55,277 49,848 45,660 44,533
15 Mortgage-backed 41,708 35,294 27,521 68,452 33298 20,207 21,029 54,411 30,701 16,254 7,728
FUTURES TRANSACTIONS®
By type of deliverable security
16 US. Treasury bills ............ ... 0 n.a. n.a. n.a. na. na. na. na. n.a. na. na. na.
Coupon securities, by maturity
17 Five years or less 2,226 2,543 3,290 2.247 4,375 2,016 2,451 5,355 5,427 4,078 3,085 668
18  More than five years S| 13,642 12,576 16,051 14,719 14,753 12,676 16,092 22,842 17,396 11,562 13,542 4,105
19 Inflation-indexed ................. 0 0 0 0 0 0 0 0 0 o] 0 0
Federal agency
20 Discountnotes . ....... . ...... 0 0 0 0 0 0 0 0 0 0 0 0
Coupon securities, by maturity
21 Oneyearorless .... ........... 0 0 0 0 0 0 0 0 0 0 0 0
22 More than one year, but less than
or equal to five years 0 0 0 0 0 0 0 Q 0 0 0 0
23 More than five years ..... 0 0 0 0 0 0 [ 4] o] 0 0 0
24 Mongage-backed ......... .. 0 0 0 0 0 0 0 0 0 0 O 0
OPTIONS TRANSACTIONS?
By type of underlying security
25 US. Treasury bills ................ 0 0 0 0 0 0 ¢ 0 0 0 0 0
Coupon secunties, by maturity
26  Five years or less 842 1,039 1,823 1,617 1,943 2,692 1,316 1,376 1,496 677 1,466 456
27  More than five years 3,440 3,802 4,785 5,507 5,648 4,201 4,539 4,203 3,380 3,663 4,932 2,787
28 Inflation-indexed ................. 0 0 ] 0 0 0 0 0 0 ]
Federal agency
29 Discount notes ......... .......... 0 0 0 0 0 0 ¢ 0 0 0 0 0
Coupon securities, by maturity
30 Oneyearorless ... ........... 0 [ 0 0 0 0 0 0 0 0 0 0
31  More than one year, but less than
or equal to five years . 0 0 0 0 0 0 0 0 0 0 0 0
32  More than five years .. ... 0 0 0 0 0 ] 0 0 Q 0 0 0
33 Mongage-backed .. ...... ...... 917 498 671 841 1,172 552 436 361 761 555 503 312

1. Transactions are market purchases and sales of securities as reported to the Federal
Reserve Bank of New York by the U.S. government securities dealers on its published list of
prumary dealers. Monthly averages are based on the number of trading days in the month.
Transactions are assumed to be evenly distributed among the trading days of the report week.
Immediate, forward, and futures transactions are reported at principal value, which does not
include accrued interest; options transactions are reported at the face value of the underlying
securities.

Dealers report cumulative transactions for each week ending Wednesday.

2. Qutright transactions include immediate and forward transactions. Immediate delivery
refers to purchases or sales of securities (other than mortgage-backed federal agency securi-
ties) for which delivery is scheduled in five business days or less and ‘“‘when-issued”
securities that settle on the issue date of offering. Transactions for immediate delivery of mortgage-
backed agency securities include purchases and sales for which delivery is scheduled in thirty business
days or less. Stripped securities are reported at market value by maturity of coupon or corpus

Forward transactions are agreements made in the over-the-counter market that specify
delayed delivery. Forward contracts for U.S. Treasury securities and federal agency debt
securities are included when the time to delivery is more than five business days. Forward
contracts for mortgage-backed agency securities are included when the time to delivery is
more than thirty business days.

3. Futures transactions are standardized agreements arranged on an exchange. All futures
transactions are included regardless of time to delivery.

4. Options transactions are purchases or sales of put and call options. whether arranged on
an organized exchange or in the over-the-counter market. and include options on futures
contracts on U.S. Treasury and federal agency securities.

NOTE. “n.a.” indicates that data are not published because of insufficient activity.



Federal Finance A29
143 US. GOVERNMENT SECURITIES DEALERS Positions and Financing'
Millions of dollars
1999 1999, week ending
ftem
Sept. Oct. Nov. Nov. 3 Nov. 10 Nov. 17 Nov. 24 Dec. | Dec. 8 Dec. 15 Dec. 22
Positions?
NET QUTRIGHT POSITIONS®
By type of security
1 US. Treasury bills . ................. 1,862 7.071 9,579 6.450 18,382 -107 10.738 10,823 19,084 21,359 23,356
Coupon securities, by maturity
2 Fiveyearsorless ................. -33,167 —33,679 —28,880 —34,706 —31,322 —206,763 —22,671 —29,331 —29,504 —25.835 —18,437
3 More than five years —14,651 —22,651 —23,250 | —25412 —22,166 | —24,574 | —19.961 -25,728 -31,604 | —26,904 -29.629
4 Infiation-indexed ................... 3,758 3,781 3,164 3,489 3,421 3.201 2,845 3,030 2.814 2.577 2317
Federal agency
5 DisCOUnt QOES ..o ovvoveereennnnn. 38,620 40,900 43,941 48,044 49,010 40,261 41,032 43,663 47,233 46,687 40,705
Coupon securities, by maturity
6 Oneyearorless .................. 5,158 6,085 6,270 5,837 5,310 5,385 7,378 7.344 5.753 5,256 5,495
7 More than one year, but less than
or equal to five years 6,989 4,438 4,533 4,749 5,362 4,505 4,595 3416 4,147 2,822 368
8  More than five years ....... 2,346 2,913 3,464 4,028 3,958 3,010 3,235 3,403 3,123 2.855 2,305
9 Mortgage-backed . .................. 18.585 20,356 23,743 23,680 26,743 27,531 18912 21,450 24,714 27,783 24,679
NET FUTURES POSITIONS®
By type of deliverable security
10 US. Treasury bills ........ .. ...... 0 n.a. na. n.a, na. na. n.a. n.a n.a. 0 na.
Coupon securities, by maturity
11 Five years or less 7,803 10,122 4.304 7.435 2,222 2.345 3,937 7,879 8,087 5,950 6,602
12 More than five years —420 9,652 324 5893 284 484 -1.932 30 189 -2.441 1,360
13 Inflation-indexed ......... 0 0 0 9 ] 0 0 0 0 0
Federal agency
14 Discount notes ...................... 0 0 0 0 0 0 0 0 0 0 0
Coupon securities, by maturity
15 Oneyearorless ................. 0 0 0 0 0 0 0 0 0 0 0
16 More than one year, but less than
or equal 1o five years . .. ... 0 0 0 0 0 0 0 0 0 0 0
17 More than five years ............... 0 0 0 0 0 0 0 0 0 0 0
18 Mortgage-backed .................... 0 0 0 0 0 0 0 0 0 0 0
NET OPTIONS POSITIONS
By type of deliverable security
19 US. Treasury bills ...... ........... 0 0 0 0 0 0 0 0 0 0 0
Coupon secunties, by maturity
20 Fiveyearsorless ................. -57 —1,669 —594 -692 148 193 -1.051 —1,794 —1,663 —920 —2,237
21 More than five years —1,552 -3,571 —1,103 —2,863 —587 —1,132 —965 -95i 253 526 —655
22 Inflation-indexed .............. ... .. a 0 0 0 0 0 Q 0 0 Q 0
Federal agency
23 Discount notes . ..................... 0 0 0 0 0 0 0 0 0 0 0
Coupon securities, by maturity
24 Oneyearorless ................. 0 0 0 0 0 0 0 0 0 0 0
25  More than one year, but less than
or equal to five years ......... n.a. 69 175 70 n.a. na. 220 n.a. n.a. na. n.a.
26  More than five years ....... i n.a. 28 29 6 na. 39 na. n.a. n.a. na. n.a.
27 Mortgage-backed .................... 2,105 1,011 —272 1,062 -726 —880 —472 535 1,117 1,005 1.439
Financing®
Reverse repurchase agreements
28 Overnight and continuing ............. 290,610 288,446 288,146 301,622 259,922 313,198 271,979 303,968 273,027 272,027 250,497
29 Term ... 792,662 806,146 799,629 837974 894,097 727.327 785,895 770,619 825,534 861,296 884,556
Securities borrowed
30 Overnight and continuing ............. 250,667 255,880 239,510 253,642 239,261 246,802 228,406 237,180 232,345 229,317 216,402
31 Term . ..., ... oo . 91.796 96,565 97,728 98,985 103,531 91.623 99.226 95,703 99.839 109.328 128,040
Securities recetved as pledge
32 Overnight and continuing n.a. 2,395 1,965 2,351 n.a. 1,907 1,977 1,825 1,674 1,588 1,653
3B Term .. n.a. na. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Repurchase agreements
34 Overnight and continuing .. ...... .... 692,032 694,423 673,755 712,610 647,053 711,383 625.619 697,741 670,499 682.401 644,426
35 Term e e e 680,923 683,085 715,763 720,925 811,122 628,116 729,611 688,027 727,690 762,671 795,103
Securities loaned
36 Overnight and continuing 9,063 9,040 9,049 9,329 9,454 9,199 8,706 8,661 8,599 8,949 9,086
37 Term ... 7,026 7,090 6,744 7,032 7,005 6,743 6,455 6,633 6,642 7,055 7,277
Securities pledged
38 Overnight and continuing ............. 53,966 54,712 50,099 50,756 50,163 49.651 50,473 49,781 49,688 52.467 48,797
39 Term .. ... oL L oo 8.tie 8.382 6,745 8,379 7927 6.116 6,138 5,989 6,746 8,343 13,601
Collateralized loans
40 Total ... 23,284 25.763 23,590 30,725 25,868 23,329 22,760 18,639 8,831 9,742 13,434

1. Data for positions and financing are obtained from reports submatted to the Federal
Reserve Bank of New York by the U.S. government securities dealers on its published list of
primary dealers. Weekly figures are close-of-business Wednesday data. Positions for calendar
days of the report week are assumed to be constant. Monthly averages are based on the
number of calendar days in the month.

2. Securities positions are reported at market valuc.

3. Net outright positions include smmediate and forward positions. Net immediate posi-
tions include securities purchased or sold (other than mortgage-backed agency securities) that
have been delivered or are scheduled to be delivered in five business days or less and
“when-issued™ securities that settle on the issue date of offering. Net immediate positions for
mortgage-backed agency securities include securities purchased or sold that have been
delivered or are scheduled to be delivered in thirty business days or less.

Forward positions reflect agreements made in the over-the-counter market that specify
delayed delivery. Forward contracts for U.S. Treasury securities and federal agency debt

securities are included when the time to delivery is more than five business days. Forward
contracts for mortgage-backed agency securities are mcluded when the time to dehvery is
more than thirty business days.

4. Futures positions reflect standardized agreements arranged on an exchange. All futures
positions are included regardless of time to delivery.

5. Overnight fi ing refers to ag made on one business day that mature on the
next business day; continuing contracts are agreements that remain in effect for more than one
business day but have no spectfic maturity and can be terminated without advance notice by
either party; term agreements have a fixed matunty of more than one business day. Financing
data are reported n terms of actual funds paid or received, including accrued interest.

NOTE. “n.a.” indicates that data are not published because of insufficient activity.
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding

Millions of doHars. end of period

1999
Agency 1995 1996 1997 1998
June July Aug. Sept. Oct.
| Federal and federally sponsored agencies .................... 844,611 925,823 1§ 1,022,609 | 1.296,477 | 1,425,396 | 1,457,925 .| 1,491,900 | 1,525916
2 Federal agencies ......... ... . .o 37347 29.380 27792 26.502 26.370 26,204 26.107 26,384
3 Defense Dcpanmml . 6 6 6 6 6 6 6 6
4 Export-lmport Bank>' . .. 2.050 1447 552 na. n. n.a. na n.a. na
5 Federal Housing Administrati 97 84 102 205 99 105 109 14
6 Government Ndllond] Mortg
participation® n.a. n.a. n.a. n.a. n.a. na. na n.a.
7 Postal Service® . . 5.765 n.a. n.i. na. na. 0. na. n.a.
8  Tennessee Vailey Author 29,429 27.853 27.786 26,496 26,364 26,198 26,101 26.378
9 United States Railway Assoc n.a na. n.a. na. N na. n.a. na.
10 Federally sponsored agencies’ 807,264 896,443 994.817 | 1269975 | 1.399.026 | 1431721 | 1465793 | 1499532 n.a.
Federal Home Loan Banks . 243,194 263 404 313919 382,131 437,109 444775 458,320 481,639 | 489401
12 Federal Home Loan Mortgage Cor 119961 156,980 169,200 287,396 314412 334,575 340,972 340,144 | 352487
13 Federal Nationai M«nlgaw Associ 299,174 331,270 369.774 460,291 499,897 502,653 517.200 524,880 | 527,403
14 Farm Credit Banl 57.379 60,053 63.517 63.488 67,749 66,922 67.269 67.938 68,338
15 Student Loan Market 47.529 44,763 37717 35,399 37,059 40.843 40,310 41.92] na.
16 Financing Corporation'” 8,170 8,170 $5.170 5.170 5170 8170 8,170 $.170 8,170
17 Farm Credit Financial Assistance Cmpomlmn 1.261 1.261 1.261 1.261 1.2601 1.2601 1261 1.261 1.261
18 Resolution Funding ('mpomlmn' .......................... 29990 20,990 29990 29.990 29,990 29,990 29,996 20990 20996
MEMO
19 Federal Financing Bank debt" o 78,681 58,172 49,090 44,129 40,585 39,901 39,341 43.116 na.
Lendiny to federal aml Jedevally sponsored agencies
20 Export-Import Bank* 2,044 1431 552 ? T t ? 1
2} Postal Service® 5.765 n.a. na.
22 Student Loan Marketing Association na. n.a . n.a. na. na. na. n.a.
23 Tennessee Valley Aulhnmy ......... 3.200 n.a. n.a. n.a.
24 United States Railway Association” . na. i
Other lending"™
25 Farmers Home Administrati 21015 18,325 13,530 9.500 7,935 745 7.270 7425
26 Rural Electrification Admin 17.144 16,702 14,808 14,091 13,877 13,944 13.969 13,885
27 Other .................. 20513 20,714 20,110 20,538 18,773 18,512 18,102 22,106

1. Consists of mortgages assumed by lhc Defense Department between 1957 and 1963
under family housing anLI homeowners programs.

2. Includes participation certificates silic as debt beginning Oct. 1,

3. On-budget since Sept. 30, 1976,

4. Consists of debentures issued in payment of Federal Housing Administration insurance
claims. Once issued, th curitics may be sold privately on the sceurities market.

5. Certificates of par scal year 1969 by the Government Nationad
Mortgage Association acting as trustee for the Farmers Home Administraton, the Department
of Health, Education, and Welfare, the Department of Housing and Urban Developiment, the
Small Business Administration, and the Veterans Administration.

6. Off-budget.

7. Includes omstanding noncontingent liabilitics: notes, bonds, and debentures. Includes
Federal Agricultural Mortgage Corporation, therefore details do not sum to total. Some data
are estimated.

8. Excludes bosrowing by the Farin Credit Financial Assistance Corporation, which is
shown on line 17.

9. Before late 1982, the association obtained financing through the Federal Financing Bank
(FFB). Borrowing cxcludes that obtained from the FFB. which is shown on Jine 22.

1976,

10. The Financing Corporation. established in August 1987 10 recapitalize the Federal
Savings and Loan Insurance Corporation. undertook its first borrowing in Qctober 1987

H The Farm Credit Financial Assistance: Corporat stablished in January 1988 10
provide mce to the Farm Credit System, undertook its firs rowing in July 1988,

12, The Resolution Funding Corporation, established by the Financial lnstitutions Reform,
Recovery, and Enforcement Act of 1989, undertook its first borrowing in October 1989,

13, The FIB, which began operations in 19740 is authorized w purchase or sell obligations
issued. sold. or guaranteed by other federal agencies. Because FFB incurs debt solely tor the
purpose of lending to other agencies, ies debt is not incladed in the main portion of the table to
avoid double counting.

14, Includes FFB purchases of agency asseis and guaranteed loans: the latter are loans
guaranteed by numerous agencies. with the amounts guaranieed by any one agency generally
being small. The Farmers Home Administration entry consists exclusively ol agency assets,
whereas the Rural Electrification Administration entry consists of both agency assets and
guaranteed loans,
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145 NEW SECURITY ISSUES Tax-Exempt State and Local Governments

Millions of dollars

1999
Type of issue or issuer,
or use 1996 1997 1998
May June July Aug. Sept. Oct. Nov. Dec.
1 Al issues, new and refunding’ ...................... 171,222 | 214,694 | 262,342 | 16,234 23428 18,671 15,746 18,433 17,497 17,428 14,751
By type of issue
2 General obligation . ............ ... ...l 60,409 69,934 87,015 5,294 10,997 6,206 4,268 5,171 4,183 4.996 3,715
BREVENUE . ..ottt 110,813 | 134,989 | 175327 | 10,941 12,431 12,465 11478 13,262 13314 12433 11,035
By type of issuer
G OSHAE . ... e e 13,651 18,237 23,506 1,220 1,236 2,194 911 2,341 1,753 929 834
5 Special district or statutory authority” .. 113,228 | 134,919 { 178,421 11,279 18414 13,572 11,578 13.449 12,186 12,613 10,640
6 Municipality, county, or township .................... 44,343 70,558 60,173 3,735 3.7719 2,906 3,257 2,642 3,557 3,886 3,277
7 Issues for mew capital .................... ... ... 112,298 | 135,519 { 160,568 | 12,149 19,509 12,172 12,530 14,973 14,908 14,084 11,475
By use of proceeds
8 Education ........... ... 26,851 31,860 36,904 2,795 3,793 3,415 2,842 2,885 2,049 2,732 3,095
9 Transportation ..., .... Lo 12,324 13,951 19,926 1,791 1,650 1,264 1,955 1,886 1,674 892 1,201
10 Utilities and conservation . 9,791 12,219 21,037 603 1,594 535 1,038 1,976 1176 1,893 1,008
11 Social welfare ... 24,583 27.794 na. n.a. na. na. na. n.a. na. na. na.
12 Industrial aid . ... .. 6,287 6,667 8,594 1,058 739 850 585 1,271 726 668 707
13 Other PUIPOSES .. ...ivovneinn it 32462 35,095 42,450 3,760 7,195 2,729 3,255 3,941 4,509 5,213 3,141
1. Par amounts of long-term issues based on date of sale. SOURCE. Securities Data Company beginning January 1990; [nvestment Dealer’s
2. Includes school districts. Digest before then.
1.46 NEW SECURITY ISSUES U.S. Corporations
Millions of dollars
1999
Type of issue, offering,
or isster 1996 1997 1998
Apr. May June July Aug. Sept. Octf Nov.
t Allissues' ... 773,110 929,256 | 1,128,491 | 85,862 110475 96,608 96,608 83,466 82,414 58,613 84,932
2Bonds® ... 651,104 811,376 | 1,001,736 | 76,721 94,713 88,338 83,546 75,708 75,807 47,103 61,033
By tvpe of offering .
3 Sold in the United States ................ 567,671 708,188 923,771 65,886 86.730 79,031 69,451 63,383 65,679 37,721 53,908
4 Soldabroad ............... ...l 83,433 103,188 77,965 10,834 7.983 9,306 14,095 12,325 10,128 9.382 7.125
MEMO
5 Private placements, domestic.............. 43,688 54,990 37,845 2,935 5,022 6,441 2,133 1,670 1,372 1,467 n.a.
By industry group
6 Nonfinancial ........................... 167,904 222,603 307,935 | 30,676 32,843 24,531 25,526 22,704 20,655 13,990 24,283
7 Financial . ............. ... ... ol 483,200 588,773 693,801 46,045 61,870 63,807 58,020 53,005 55,151 33,142 36,750
8 Stoeks® ... 122,006 117,880 126,755 9,141 15,762 8,270 13,062 7,758 6,607 11,510 23,899
By npe of offering
BC e 122,006 117,880 126,755 9,141 15,762 8.270 13,062 7,758 6,607 i1,510 23,899
10 Private placement“ ...................... n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. na. n.a. n.a.
By industry group
i1 Nonfinancial ........................... 80,460 60,386 74,113 7,640 10425 6,436 11,589 6,379 5,647 10,961 22,667
12 Financial ............... ... ...l 41,546 57,494 52,642 1,501 5,337 1,834 1,473 1,379 960 549 1,232
1. Figures represent gross proceeds of issues maturing in more than one year; they are the 2. Monthly data include 144(a) offerings.
principal amount or number of units calculated by multiplying by the offering price. Figures 3. Monthly data cover only public offerings.
exclude secondary offerings, employee stock plans, investment companies other than closed- 4. Data are not available.
end, intracorporate transactions, and Yankee bonds. Stock data include ownership securities SOURCE. Securities Data Company and the Board of Governors of the Federal Reserve

issued by limited partnerships. System.
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Assets'

Millions of dollars

1999
item 1998 1999
May June July Aug. Sept. Oct. Nov. Dec

| Sales of own shares” ..... ................. 1,461,430 | 1,790,491 140,422 138,502 140,926 132,991 132,226 140,738 155,490 184,495
2 Redempnom of ownshares ... ...... ........ 1,217,022 | 1,621,289 127.800 117,953 128,173 125,908 126,207 124,052 143,688 178,157
3 Netsales' . .. ..o o . 244,408 169,202 12.622 20,550 12,754 7,084 6,019 16,686 11,801 6,338
4,173,531 | 5231,073 | 4,442,880 | 4,650,385 | 4,585,131 | 4,548,784 | 4,498,964 | 4,705,746 | 4,874,733 | 5231,073

191,393 219,594 211,580 214,779 209,061 209,349 209,709 225,762 214,751 219,594

1,982,138 | 5011479 | 4,231,300 | 4,435,607 | 4.376,070 | 4,339,435 | 4,289,255 | 4,479,985 | 4,659.982 | 5,011,479

1. Data include stock, hybrid, and bond mutual funds and exclude money market mutual
funds.

2. Excludes reinvestment of net income dividends and capital gains distributions and share
issue of conversions from one fund to another in the same group.

3. Excludes sales and redemptions resulting from transfers of shares into or out of money
market mutual funds within the same fund family.

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars: quarterly data at seasonally adjusted annual rates

4. Market value at end of period, less current habilites.

5. Includes all U.S. Treasury securities and other short-term debt securities.

SOURCE. Investment Company Institute. Data based on reports of membership, which
comprises substantially all open—end investment companies registered with the Securities and
Exchange Commission. Data reflect underwritings of newly formed companies after their
initial offering of securities.

1997 1998 1999
Account 1996 1997 1998
Q4 Q1 Q2 Q3 Q4 Ql Q2 Q3
| Profits with inventory valuation and
capital consumption adjustment  ......... ...... 753.9 837.9 846.1 8535 858.3 847.9 843.8 834.3 882.0 875.5 879.2
2 Profits before taxes ............. .. ... 726.3 795.9 781.9 811.6 788.9 792.0 780.1 766.7 818.1 835.8 853.8
3 Profits-tax liability . . . 223.6 238.3 240.2 244.1 239.9 241.1 244.3 235.6 248.0 2544 2594
4 Profits after taxes . . 502.7 557.6 541.7 567.4 548.9 550.9 5358 531.0 570.1 581.4 5943
5 Dividends . ........... 297.7 3337 348.6 344.8 346.5 3473 3484 3522 356.4 361.5 367.3
6 Undistributed profits ................... ... ..... 205.0 2239 193.1 222.6 202.5 203.6 1874 178.8 2137 219.9 227.0
7 Inventory valuation ..................... ...l 3.1 74 209 40 29.5 136 19.8 208 133 —136 —26.7
8 Capital consumption adjustment . .............. ... 24.4 346 433 38.0 399 424 439 46.9 50.6 532 52.1
SOURCE. U.S. Department of Commerce, Survey of Current Business.
1.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities'
Billions of dollars, end of period; not seasonally adjusted
1998 1999
Account 1997 1998 1999
823 Q3 Q4 Qi Q2 Q3
ASSETS
1 Accounts receivable, gross2 ........................ 663.3 711.7 676.0 687.6 711.7 733.8 756.5 776.5
2 Consumer 256.8 261.8 251.3 254.0 261.8 261.7 269.2 271.3
3 Business 3185 3475 3349 3354 3475 362.8 3737 3829
4 Real estate 875 102.3 89.9 98.5 102.3 105.2 1135 122.3
5 LESs: Reserves for unearned income 52.7 56.3 53.2 524 56.3 52.9 534 54.0
6 Reserves for losses ......................... 13.0 13.8 132 13.2 13.8 134 134 13.6
g ﬁlc]cctjﬁletf receivable, net ............ ... ... 597.6 641.6 n.a. 609.6 622.0 641.6 667.6 689.7 708.8
other ... ... .. L e 3124 3379 340.1 313.7 3379 3633 3732 368.6
9 Total assets  ..................o.oiie il 910.0 979.5 949.7 935.7 979.5 1,030.8 1,062.9 1,077.4
LIABILITIES AND CAPITAL
10 Bankloans ............ .. .o, 24.1 26.3 223 249 26.3 24
X . 22, X . 24.8 25.1 27.0
11 Commercial paper ... ......... ... .. i 2015 2315 2259 2269 2315 2229 231.0 205.3
Debt
12 Owedtoparent .. ... ...........viiiiiiinannn. 64.7 61.8 60.0 58.3 61.8
! . . X N . 64.6 E X
}‘3‘ i;? :tll;s::llki\:;ei“ct}::mﬁed e 328.8 3397 348.7 3376 339.7 366.7 323 [1‘ 332 ;
¢ e 189.6 2032 188.9 185.4 . 2 ) y
15 Capital, surplus, and undivided profits ... ........... 101.3 1170 103.9 103.6 %(1)% Tg(l)fg %g; %}tgg
16 Total liabilities and capital ........... ... .. ... .. 910.0 979.5 4 949.7 936.6 979.5 1,030.8 1,062.9 1,0774

1. Includes finance company subsidiaries of bank holding companies but not of retailers
and banks. Data are amounts carried on the balance sheets of finance companies; securitized
pools are not shown, as they are not on the books.

2. Before deduction for unearned income and losses.
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1.52 DOMESTIC FINANCE COMPANIES Owned and Managed Receivables'
Billions of dollars, amounts outstanding
1999
Type of credit 1996 1997 1998
June July Aug. Sept. QOct. Nov.
Seasonally adjusted
TTotal ... e 762.4 810.5 875.8 938.1 954.7 967.4 972.8 978.5" 984.4
2 Consumer 3076 3279 3528 3724 3759 380.8 3819 384.07 3852
3 Real estate 19 1211 1314 1412 144.2 146.7 1489 149.3 152.7
4 Business 3429 361.5 391.6 4245 434.6 439.9 4420 445.1" 446.5
Not seasonally adjusted
S5Total ... e 769.7 8i8.1 884.0 942.9 948.9 962.2 968.4 976.7° 985.9
6 COMSUMET ...........oiiiih @ 0 i 310.6 3309 356.1 374.6 378.1 382.0 383.1 384.5" 386.5
7 Motor vehicles loans . . P .. 86.7 87.0 103.1 108.6 108.5 1127 1095 110.2° 111.6
8 Motor vehicle leases 92.5 96.8 93.3 95.6 97.0 98.3 98.1 98.4° 99.1
9 Revolying” ........ .. 325 38.6 323 324 328 33.0 30.7 315 30.5
10 Other’ ... . . . 332 344 331 326 32.0 31.6 328 324 332
Securitized assets*
11 Motor vehicle loans  ........ ... ... ... 36.8 443 54.8 65.3 68.3 68.0 735 74.1 74.6
12 Motor vehicle leases 8.7 10.8 12.7 113 111 10.8 10.6 10.3 10.0
13 Revolving ............... .0 0 8.7 9.7 9.9 9.4 10.2 10.1 10.2
14 er 20.1 19.0 18.1 19.0 184 18.1 178 17.6 17.4
15 Real estate F 111.9 121.1 131.4 1412 1442 146.7 148.9 149.3 152.7
16 One- to four-family .... - . 52.1 59.0 75.7 80.5 83.6 86.0 87.7 87.7 89.4
17 Other ... 30.5 289 26.6 33.0 33.1 337 346 35.1 371
Securitized real estate assets*
18 One- to four-family ..... ....... .. ... ... ... ... 289 330 29.0 275 272 26.8 26.5 26.2 25.9
19 Other ...t 4 2 B 2 2 2 2 2 2
20 Business ...............oiiiiiiiiian 3472 366.1 396.5 427.1 426.7 4335 436.3 442.9" 446.6
21 Motor vehicles . 67.1 63.5 79.6 82.8 78.8 78.6 80.3 84.3 85.4
22 Retail loans . .. 25.1 25.6 28.1 309 31.7 333 345 349 337
23 Wholesale loans’ N .. 33.0 27.7 328 327 27.9 26.8 26.8 303 32.
24 Leases ........... ...l ENRN 9.0 10.2 18.7 19.2 193 18.5 19.0 19.1 19.2
25 Equipment S .. 194.8 203.9 198.0 208.3 208.5 210.5 208.0 210.7° 210.8
26 Loans .. ............ 59.9 515 50.4 533 529 53.1 482 49.4 49.1
27 Leases ... .... o 1349 1523 147.6 155.1 155.6 1574 159.8 161.3° 161.6
28 Other business receivables® 47.6 511 69.9 82.6 89.2 927 947 97.1 98.2
Securitized assets®
29 Motor vehicles .......... ... ...l 24.0 33.0 292 32.1 28.4 304 31.0 28.8 306
30 Retail loans . .. .. R 2.7 24 2.6 29 2.8 2.7 2.6 2.5 30
31 Wholesale loans RN 213 305 247 272 235 257 264 24.3 256
32 Leases ......... .. .0 0 1.9 20 2.0 2.0 2.0 2.0 20
33 Equipment ....... ... ... .. 11.3 10.7 13.0 133 13.8 135 14.6 143 14.0
34 Loans ... . .. 4.7 42 6.6 6.7 7.1 6.9 77 7.6 74
35 Leases ............ . . N 6.6 6.5 6.4 6.6 6.7 6.6 6.9 6.8 6.6
36 Other business receivables® ................... . . 24 4.0 6.8 8.0 7.9 7.8 7.7 77 77

NOTE. This table has been revised to incorporate several changes resulting from the
benchmarking of finance company receivables to the June 1996 Survey of Fmance Compa-
nies. In that benchmark survey. and in the monthly surveys that have followed, more detailed
breakdowns have been obtained for some components. In addition, previously unavailable
data on securitized real estate loans are now included in this table. The new information has
resulted in some reclassification of receivables among the three major categories (consumer,
real estate, and business) and in discontinuities in some component series between May and
June 1996.

Includes finance company subsidianes of bank holding companies but not of retailers and
banks. Data m this table also appear in the Board's G.20 (422) monthly statistical release. For
ordering address, see inside front cover.

1. Owned receivables are those carried on the balance sheet of the institution. Managed
receivables are outstanding balances of pools upon which securities have been issued; these
balances are no longer carried on the balance sheets of the loan originator. Data are shown

before deductions for unearned income and losses. Components may not sum to totals
because of rounding.

2. Excludes revolving credit reported as held by depository institutions that are subsidiar-
ies of finance companies.

3. Includes personal cash loans, mobile home loans, and loans to purchase other types of
consumer goods such as appliances, apparel, boats, and recreation vehicles.

4. Qutstanding balances of pools upon which securities have been issued; these balances
are no longer carried on the balance sheets of the loan originator.

5. Credit arising from transactions between manufacturers and dealers, that is, floor plan
financing,

6. Includes loans on commercial accounts receivable, factored commercial accounts, and
receivable dealer capital: small loans used primarily for business or farm purposes; and
wholesale and lease paper for mobile homes, campers, and travel trailers.
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1.53 MORTGAGE MARKETS Mortgages on New Homes
Millions of dollars except as noted
1999
Item 1997 1998 1999
June " July Aug. Sept. Oct. Nov. Dec
Terms and yields in primary and secondary markets
PRIMARY MARKETS
Terms'
1 Purchase price (thousands of dollars) ............... 180.1 195.2 210.7 211.0 207.6 213.8 210.3 2144 220.8 216.3
2 Amount of loan (thousands of dollars) 140.3 151.1 161.7 162.0 158.2 163.1 161.8 165.1 167.0 167.2
3 Loan-to-price ratio (percent) ......... 80.4 80.0 78.7 79.0 78.6 78.3 78.8 79.0 774 78.6
4 Maturity (years) ....................... 28.2 284 288 28.6 285 28.5 29.1 29.1 29.0 29.0
5 Fees and charges (percent of loan amount)2 ........... 1.02 .89 77 72 83 68 64 71 73 N
Yield (percent per year)
6 Contract rate| 7.57 6.95 6.94 6.92 7.16 6.99 6.99 7.06 7.13 7.18
7 Effective rate’ ™ . 7.73 7.08 7.06 7.03 729 7.09 7.09 717 7.24 7.28
8 Contract rate (HUD series)* .. ..................... 7.76 7.00 745 759 775 7.87 7.76 171 779 7.95
SECONDARY MARKETS
Yield (percent per year)
9 FHA mortgages (§ection 203)° 7.89 7.04 7.74 8.13 8.00 8.10 8.05 8.02 8.06 8.55
10 GNMA securities”. .. .......... ... ..ooinennan., 7.26 6.43 7.03 721 7.28 753 742 752 7.37 758
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Morigage holdings (end of period)
1L Total ... 316,678 414,515 523,941 473,315 480,651 495,302 504,938 509,990 518,337 523,941
12 FHA/VA insured 31,925 33,770 55,318 41,143 44,132 47,846 49,456 50,639 52,632 55,318
13 Conventional ........ ... ... ... ... .. ... 284,753 380,745 468,623 432,172 436,519 447,456 455482 459,351 465,705 468,623
14 Mortgage transactions purchased (during period) . ... ... 70,465 188,448 195,210 15934 14,004 21,094 15,200 10,057 14,683 11,416
Mortgage commitments (during period)
15 Issuc',d.’8 ........................................ 69,965 193,795 187,948 19,507 12,966 18,153 7.998 10480 12,050 9931
16 Tosell® .. ... .o 1,298 1,880 5,900 351 260 478 609 1,710 381 1.592
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgage holdings (end of period)®
17 Total ... e 164,421 255,010 324.443 299,184 300,003 306,214 315,968 318,682 323,027 324,443
18 FHA/VA insured 177 785 1,848 1,726 1,735 1,708 1,689 1,744 1.848" 1,848
19 Conventional .............. ... ... ... ..., 164,244 254,225 322,595 297,458 298,358 304,506 314,279 316.938 321,179 | 322,595
Mortgage transactions (during period)
20 Purchases 117,401 267,402 239,793 21,950 17,602 18,674 15,238 13,323 11,869 9,335
2t Sales ...l 114,258 250,565 233,031 20,349 16,835 17,468 14,153 12,671 11,129 8,589
22 Mortgage commitments contracted (during period)9 ..... 120,089 281,899 228,432 21,610 14,988 18,951 14,608 10,810 10.501 11,587

1. Weighted averages based on sample surveys of mortgages originated by major institu-
tional lender groups for purchase of newly built homes; compiled by the Federal Housing
Finance Board in cooperation with the Federal Deposit Insurance Corporation.

2. Includes al! fees, commi discounts, and “'points’ paid (by the borrower or the
seller) to obtain a loan.

3. Average effective interest rate on loans closed for purchase of newly built homes,
assuming prepayment at the end of ten years.

4. Average contract rate on new commitments for conventional first mortgages; from U.S.
Department of Housing and Urban Development (HUD). Based on transactions on the first
day of the subsequent month.

5. Average gross yield on thirty-year, minimum-downpayment first mortgages insured
by the Federal Housing Administration (FHA) for immediate delivery in the private
secondary market. Based on transactions on first day of subsequent month.

6. Average net yields to investors on fully modified pass-through securities backed by
mortgages and guaranteed by the Government National Mortgage Association (GNMA),
assuming prepayment in twelve years on pools of thirty-year mortgages insured by the
Federal Housing Administration or guaranteed by the Department of Veterans Affairs.

7. Does not include standby cc i issued, but includes standby commitments
converted.

8. Includes participation loans as well as whole loans.

9. Includes conventional and government-underwritten loans. The Federal Home Loan
Mortgage Corporation's mortgage commitments and mortgage transactions include activity
under mortgage securities swap programs, whereas the corresponding data for FNMA
exclude swap activity.




1.54 MORTGAGE DEBT OUTSTANDING!

Millions of dollars, end of period

Real Estate A35

1998 1999
Type of holder and property 1995 1996 1997
Q3 Q4 Qi Q2 Q3P
T Allholders ........... ... . 4,603,981 4,901,568 5,216,785 5,574,398 5,728,167 5,867,271 6,019,110 6,181,073
By type of property

2 One- to four-family residences . .......... ... ....ccoiiiiii., 3,510,319 3,721917 3,959,565 4,223,398 4,328,434 4,420,931 4,533,159 4,647,881

3 Muliifamily residences NN . 277,002 294,783 310,456 330,595 340,773 351,643 359,275 372,474

4 Nonfarm. nonresidential NN .. 732,100 797,734 856,464 926,039 962,454 967,294 1,027,022 1,058,954

SRarm L. 84,561 87,134 90,299 94,366 96,506 97,404 99,655 101,764

By type of holder

6 Major financial instittions ......... oo | 1,900,089 1,981,885 2,083,978 2,137,438 2,194,814 2,202,241 2,242,515 2,321,982

7  Commercial banks® . . ... .. 1,090,189 1,145,389 1,245,315 1,295,828 1,337,217 1,336,669 1,361,355 1,418,510

8 One- to four-family . .. 646,545 677,603 745,510 770,340 797,196 782,128 790,125 824,677

9 Multifamily ............ 42,521 45,451 49,670 52,205 52,871 56,170 58,572 63,130
10 Nonfarm, nonresidential o e 377,293 397,452 423,148 444,596 458,115 468,859 482,115 499,327
11 Farm .. ... 23,830 24,883 26,986 28,688 29,035 29,512 30,544 31,377
12 Savings wnstitutions® . A 596,763 628,335 631,822 634,251 643,957 646,510 656,518 676,260
13 One- to four-family o RO 482,353 513,712 520,672 525,844 533,792 534,772 544,832 560,447
4 Multifamily ...... .... S PP 61,987 61,570 59,543 56,696 56,825 56.763 55,020 57,285
15 Nonfarm, nonresidential . . ..... 52,135 52,723 51,252 51,312 52,923 54,539 56,222 58,070
16 Farm .. 288 331 354 399 417 435 443 459
17  Life insurance companies .......... .. 213,137 208,161 206,841 207,359 213,640 219,063 224,642 227,212
18 One- to four-family ............. . 8,890 6,977 7,187 6,594 6,590 6,956 7,295 7,548
19 Multiffamily ............ . . 28,714 30,750 30,402 30,565 31,522 31,528 31,813 32,120
20 Nonfarm, nonresidential A 165,876 160,314 158,780 159,189 164,004 168,862 173,568 175,242
21 Fam e X 10,120 10,472 11,011 11,524 11,717 11,966 12,302
22 Federal and related agencies . . ........... ... ..o 308,757 295,192 286,167 287,125 292,636 288,216 288,038 289,159
23 Government National Mortgage Association .. 2 2 8 7 7 6 8 8
24 One- to four-family . .. 2 2 8 7 7 6 8 8
25 Multifamily ................ . .. 0 0 0 0 0 0 0 0
26  Farmers Home Administration® .. 41,791 41,596 41,195 40,907 40,851 40,691 40,766 40,766
27 One- to four-family ........ ..., P 17,705 17,303 17,253 17,025 16,895 16,777 16,653 16,653
28 Multifamily ......... A - 11,617 11,685 11,720 11,736 11,739 11,731 11,735 11,735
29 Nontarm, nonresidential . ...............c.oiveurneeenn.. 6,248 6,841 7,370 7,566 7,705 7,769 7,943 7,943
30 Farm ... ... ...l R 6,221 5,768 4,852 4,579 4,513 4,413 4435 4.435
31 Federal Housing and Veterans’ Admini .. 9,809 6,244 3,821 3,405 3,674 3,578 3,490 3.889
32 One- to four-family ........... ... ... ... .. 5,180 3,524 1,767 1,550 1,849 1,753 1,623 2,013
33 Multifamily ... ... ..... . L 4,629 2,719 2,054 1,855 1,825 1,825 1,867 1,876
34 Resolution Trust Corporation ... . . ... ... 1,864 0 0 0 0 0 0 0
35 One- to four-family AN R 691 0 0 0 0 0 0 0
36 Multifamily .................... .. .. 647 0 0 0 0 0 0 0
37 Nonfarm, nonresidential . 525 4] 0 0 0 0 0 0
38 Farm ... ... ... ... .. 0 4] 0 0 0 0 0 0
39 Federal Deposit Insurance Corporation . .. 4,303 2431 724 482 361 315 189 163
40 One- to four-family ............... R 492 365 109 72 54 47 28 24
41 Multifamily .................. .. 428 413 123 82 61 54 32 28
42 Nonfarm. nonresidential - 3,383 1,653 492 328 245 214 129 111
43 Farm ... ..... ... ...l 0 0 0 0 0 0 0 0
44 Federal National Mortgage Association 178,807 168,813 161,308 159,104 157,675 157,185 155,637 154,420
45 One- 10 four-family 163,648 155,008 149,831 149,069 147,594 147,063 145,033 142,982
46 Multifamily .. ... e .. 15,159 13,805 11,477 10,035 10,081 10,122 10,604 11438
47  Federal Land Banks ..................... e e 28,428 29,602 30,657 32.009 32,983 33.128 33,666 34,218
48 One- to four-family ... ... e AP 1,673 1,742 1,804 1,883 1,941 1.949 1,981 2,013
49 Farm ... .. ... ... ...l .. 26,755 27,860 28,853 30,126 31,042 31179 31,685 32,205
50  Federal Home Loan Mortgage Corporation 43753 46,504 48,454 51,211 57,085 53313 54,282 55,695
51 One- to four-family ................. o 39,901 41,758 42,629 44,254 49,106 44,140 43,574 44,010
52 Multifamily ... . 3,852 4,746 5,825 6,957 7.979 9,173 10,708 11,685
53 Mortgage pools or EUSES® et e oot 1,863,210 2,064,882 2,273,022 2,548,301 2,632,829 2,762,733 2,861,115 2,928,475
54 Government National Mortgage Association .. 472,283 506,340 536,879 541,540 537,446 543,280 553,242 569,155
55 One- to four-family .................. - 461,438 494,158 523,225 527,043 522,498 527,886 537,333 552,787
56 Multifamily ... - 10,845 12,182 13,654 14,497 14,948 15,395 15,909 16,368
57  Federal Home Loan Mortgage Corporation . .. 515.051 554,260 579.385 635,726 646.459 687,179 718.085 738,581
58 One- to four-family .. ... .... ..., . 512,238 551,513 576,846 633,124 643,465 684,240 714,844 735,088
59 Multifamily .................. .. 2,813 2,747 2,539 2.602 2,994 2,939 3,241 3493
60  Federal National Mortgage Association . . 582,959 650,780 709,582 798.460 834,518 881,815 911,435 938,484
61 One- to four-family ............... . 569,724 633,210 687,981 770979 804,205 849,513 877,863 903,531
62 Multifamily ............,. .. 13,235 17,570 21,601 27,481 30,313 32,302 33,572 34,953
63  Farmers Home Administration® .. 1 3 2 2 1 1 1 1
64 One- to four-family .......... RN 2 0 4] 4} 0 0 g 4]
65 Multifamily ........... . T 0 0 0 0 0 0 0 0
66 Nonfarm. nonresidential ............... B 5 0 0 0 0 0 0 0
67 Farm ... ... e 4 3 2 2 1 1 1 1
68  Private mortgage conduits ... . R 292,906 353,499 447,173 572,573 614,405 650,459 678,353 682,254
69 One- 0 [our-famﬂy(’ .- 227,800 261,900 318,000 391,736 410,900 430,653 447,938 438.676
70 Multifamily ...... .. 15,584 21,967 29,218 40,895 44,644 48.393 50,679 52,851
71 Nonfarm, nonresidential e 49,522 69,633 99,955 139,942 158,861 171,413 179,736 190,727
72 Farm e 0 0 0 0 0 0 0 Q
73 Individuals and others” ... ... ....otieiii i 531,926 559,609 573,619 601,534 607,888 614,081 627,442 641,457
74 One- to four-family . . . . 372,037 363,143 366,744 383,877 392,343 393,047 404,028 417,424
75 Multifamily ........ 64,970 69,179 72,629 74,987 74,971 75,249 75,524 75,512
76  Nonfarm. nonresidential . . .. 77,112 109,119 115,467 123,107 120,600 125,638 127,310 127,536
TT O OFarm .. 17,806 18,169 18,779 19,562 19,974 20,147 20,580 20,985

Mulufarily debt refers to ioans on structures of five or more units.

2. Includes loans held by nondeposit trust companies but not loans held by bank trust
departments

3. Includes savings banks and savings and loan associations.

4. FmHA-guaranteed securities sold to the Federal Financing Bank were reallocated from
FmHA mortgage pools to FmHA mortgage holdings in 1986:Q4 because of accounting
changes by the Farmers Home Administration.

5. Outstanding principal balances of mortgage-backed securities insured or guaranteed by
the agency indicated.

6. Includes securitized home equity loans.

7. Other holders include mortgage companies, real estate in trusts, state and local
credit agencies, state and local reticement funds, noninsured pension funds, credit unions, and
finance companies.

SOURCE. Based on data from various institutional and government sources. Separation of
nonfarm mortgage debt by type of property, if not reported directly, and interpolations and
extrapolations, when required for some quarters, are estimated in part by the Federal Reserve.
Line 69 from Inside Mortgage Securities and other sources.
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1.55 CONSUMER CREDIT'

Millions of dollars. amounts outstanding, end of period

1999

Holder and type of credit 1996 1997 1998
June July Aug. Sept. Oct.” Nov.

Seasonally adjusted

1L Total ..... ... ... o it 1,182,439 1,234,122 1,300,491 1,347,831 1,356,404 1,363,184 1,366,575" 1,371,818 1,387,432

2 Revolving .. ... 499,532 531,295 560,653 578,530 583,309 584,523 584,512" 584,287 588,707

3 Nom'evolving2 ........................ 682,907 702,828 739,838 769,301 773,096 778,661 782,063" 787.531 798,726
Not seasonally adjusted

4 Total ...l .| 1,211,590 1,264,103 1,331,742 1,340,414 1,349,610 1,364,404 1,370,079 1,376,935 1,394,096

By major holder

5 Commercial banks ................. . .. 526,769 512,563 508,932 477,774 477,908 476,561 472,524 473,507 482,392
6 Finance companies . . .. 152,391 160,022 168,491 173,617 173,374 177,331 172,956 174,081 175,296
7 Credit unions ...... 144,148 152,362 155,406 158,177 159,920 162,412 164,055 165,912 167,704
8 Savings institutions 41 47,172 51,611 57,161 58,126 59,051 60,055 61,020 61,984
9 Nonfinancial business . .. .. 77,745 78,927 74,877 68,042 68,235 68,896 67,456 67,961 70,316
10 Pools of securitized assets®. . ............. 265,826 313,057 372,425 405,643 412,047 420,113 433,033 434454 436,404
By major type of credit®
11 Revolving. . ...t 522,860 555,858 586,528 572,463 575,499 580,691 581,361" 583,055 591,078
12 Commercial banks . .. 228,615 219,826 210,346 178,031 175,928 170,272 168,882 167469 172,345
13 Finance companies . . 32,493 38,608 32,309 32,408 32,846 33,014 30,731 31,453 30,512
14 Credit unions . . . ... 17.826 19,552 19,930 18,856 19,054 19,335 19,489 19.452 19,727
15 Savings institutions . . . 10,313 11,441 12,450 12,775 13,004 13,233 13,461 13,690 13,918
16  Nonfinancial business ..., ...... . 44,901 44,966 39,166 34,618 34,830 35421 34,156" 34.541 36,041
17 Pools of securitized assets®. , .. ......... 188,712 221,465 272,327 295,775 299,837 309,416 314,642 316,450 318,535
18 Nonrevolving................oi. 688,730 708,245 745,214 767,951 774,111 783,713 788,718 793,880 803,018
19 Commercial banks 298,154 292,737 298,586 299,743 301,980 306,289 303,642 306,038 310,047
20  Finance companies . . 119,898 121,414 136,182 141,209 140,528 144,317 142,225 142,628 144,784
21 Credit unions . .. .. - 126,322 132,810 135,476 139.32} 140,866 143,077 144,566 146,460 147,977
22 Savings institutions . ................., 34,398 35,731 39,161 44,386 45,122 45,858 46,594 47,330 48,066
23 Nonfinancial business ...,............. 32,844 33,961 35711 33424 33,405 33,475 33,300 33,420 34,275
24 Pools of securitized assets”....... ...., 77,114 91,592 100,098 109,868 112,210 110,697 118,391 118,004 117,869
1. The Board’s series on amounts of credit covers most short- and intermediate-term credit 3. Quitstanding balances of pools upon which securities have been 1ssued; these balances
extended to individuals. Data in this table also appear in the Board’s G.19 (421) monthly are no longer carried on the balance sheets of the loan originator.
statistical release. For ordering address, see inside front cover. 4. Totals include estimates for certain holders for which only consumer credit totals are
2. Comprises motor vehicle loans, mobile home loans, and all other loans that are not available.

included in revolving credit, such as loans for education, boats, trailers, or vacations. These
loans may be secured or unsecured.

1.56 TERMS OF CONSUMER CREDIT!

Percent per year except as noted

1999
Ttem 1996 1997 1998
May June July Aug. Sept. Oct. Nov.
INTEREST RATES
Commercial banks®
1 48-month new car 9.05 9.02 8.72 8.30 na. n.a. 844 n.a. n.a. 8.66
2 24-month personal 13.54 13.90 13.74 13.26 n.a. n.a. 13.38 n.a. n.a. 13.52
Credit card plan
3 Allaccounts ..............oiiiiia. 15.63 1577 15.71 15.21 n.a. n.a. 15.08 n.a. n.a. 15.13
4 Accounts assessed interest . ............ 15.50 15.57 15.59 14.94 n.a. n.a. 14.79 n.a. n.a. 14.77
Auto finance companies
5 New car 9.84 7.12 6.30 6.57 6.60 6.68 6.28 6.47 707 7.44
6 Used car ... 13.53 13.27 12.64 12.16 12.31 12.67 12.96 13.13 13.28 13.27
OTHER TERMS®
Maturity (months)
TNewear ......covvviviiiiiiiiiii 51.6 54.1 52.1 524 523 52.0 51.7 52.1 532 53.9
8 Usedear ...........cooiiiiiiiiian, 514 510 535 56.1 56.0 56.1 55.8 559 558 558
Loan-to-value ratio
9 Newecar ......ooviiiiiiiiinn 91 92 92 92 92 92 92 92 92 91
10 Usedear .......ooviiiiinnn., 100 99 99 99 99 99 100 100 100 99
Amount financed (dollars)
11 New car 16,987 18,077 19,083 19,539 19,722 19,873 20,012 20,154 20,335 20,517
12 Used car 12,182 12,281 12,691 13,700 13,816 13,609 13,374 13,449 13,613 13,7717
1. The Board's series on amounts of credit covers most short- and intermediate-term credit 2. Data are available for only the second month of each quarter.
extended to individuals. Data in this table also appear in the Board’s G.19 (421) monthly 3. At auto finance companies.

statistical release. For ordering address, see inside front cover.



1.57 FUNDS RAISED IN U.S. CREDIT MARKETS"

Billions of dollars; quarterly data at seasonally adjusted annual rates

Flow of Funds

A37

1998 1999
Transaction category or sector 1994 1995 1996 1997 1998
Q1 ‘ Q2 ’ Q3 ‘ Q4 Q ‘ Q2 ‘ Q3
Nonfinancial sectors
1 Total net borrowing by domestic nonfinancial sectors ...| 575.8 721.0 745.4 787.1 | 1,024.1 | 1,077.3 | 1,044.2 900.6 | 1,074.2 | 1,288.1 886.6 | 1,130.9
By sector and instrument
2 Federal government 1444 145.0 23.1 —52.6 —14.5 —284 | —1135 ~54.1 =752 | —-1122 —83.1
3 Treasury securities 1429 146.6 232 =546 | -—12.1 =269 | —113.1 -663 | —73.7 | —-1128 | -832
4 Budget agency securities and mortgages 1.5 -16 -1 2.0 -24 —14 -4 122 —-15 K .0
S Nonfederal .................... ...l 420.0 576.6 600.3 764.0 | 1,076.7 | 1,091.8 | 1,072.6 | 1,014.1 | 1,128.3 | 1,363.3 998.7 | 1,214.1
By instrument
6  Commercial paper ............................... 214 18.1 -9 13.7 244 51.1 338 856 | —43.0 64.4 34 55.8
7  Municipal securities and loans —359 | —482 2.6 714 96.8 1135 101.3 829 89.6 100.7 48.0 74.8
8  Corporate bonds ........... 23.3 911 116.3 150.5 218.7 278.8 294.8 108.0 193.2 274.0 287.6 202.8
9 Bankloansnec. ....... 752 103.7 705 106.5 108.2 35.0 169.2 107.8 120.9 70.0 222 107.4
10 Other loans and advances . 340 67.2 335 69.1 74.3 76.3 40.8 77.7 102.5 151.0 [ —16.7 859
11 Mortgages .......... 177.0 205.7 289.7 300.2 486.6 478.2 400.7 472.6 595.1 5739 594.1 6119
12 Home ............ 1834 1804 2453 237.6 3679 378.3 289.1 375.2 429.1 415.1 422.9 436.0
13 Multifarily residential . -2.1 7.6 11.5 10.8 224 21.6 21.1 16.1 30.6 359 347 49.6
14 Commercial ......... -6.5 16.2 304 48.7 90.2 74.1 83.8 759 126.8 119.3 1275 117.9
15 Farm ........ 22 L6 2.6 3.2 6.2 4.1 6.7 5.5 8.6 3.6 9.0 84
16 Consumercredit .......................oiiia., 124.9 1389 88.8 525 67.6 58.9 62.1 79.6 69.9 129.2 60.1 754
By borrowing sector
17 Household ........ ... ... . ... ... 316.3 350.9 354.0 3273 471.9 465.1 4203 4734 528.6 556.4 517.1 566.0
18 Nonfinancial business 150.0 2712 2532 380.6 5245 5325 570.3 470.7 524.6 719.5 4459 595.3
19 Corporate ........... 1423 243.7 164.6 297.0 418.5 4269 467.4 365.8 413.7 611.2 332.6 469.3
20 Nonfarm noncorporate . 33 30.6 83.8 774 98.4 97.1 95.4 976 103.3 10L.6 114.2 115.5
21 Farm ................. 4.4 2.9 4.8 6.2 7.7 84 1.5 73 7.5 6.6 -9 10.5
22 State and local government ........................ —46.2 | 515 —6.8 56.1 80.3 942 82.0 70.0 75.1 87.4 35.7 52.8
23 Foreign net borrowing in United States ................. -139 711 772 576 336 95.0 979 | —196 -38.9 17.3 —36.4 62.6
24  Commercial paper ............... N TN | 135 11.3 3.7 7.8 553 —255 6.2 —4.7 18.3 -27.1 414
25 Bonds.......... 122 49.7 55.8 47.2 25.1 42.5 119.2 -272 -342 9 -12.6 294
26 Bank loansnec. ....... .. 1.4 85 9.1 8.5 6.7 52 8.4 3.6 9.8 9 5.6 —6.6
27  Other loans and advances .....................c..... ~14 -5 1.0 -1.8 —6.0 -8.0 —42 -22 —9.7 —2.8 -23 -16
28 Total domestic plus foreign ......................... 561.9 792.1 822.6 844.7 | 1,057.7 | 1,172.3 | 1,142.1 881.0 | 1,035.3 | 1,3054 850.1 | 1,193.5
Financial sectors
29 Total net borrowing by financial sectors ............. 468.4 453.9 548.9 6522 | 1,0688 | 9313 988.9 | 1,056.3 | 1,298.7 | 1,214.2 | 1,042.9 | 1,046.5
By instrument
30 Federal government-related ......................... 2875 204.1 2315 212.8 4709 | 2492 405.4 555.8 673.3 592.2 579.1 653.2
31 Government-sponsored enterprise securities . . . . .| 1769 105.9 904 93.4 278.3 142.5 166.4 294.0 5105 193.0 304.7 407.1
32 Mortgage pool securities ............... . 1154 98.2 141.1 114.5 192.6 | 106.7 239.0 261.7 162.8 399.2 2744 246.2
33 Loans from US. government ....................... —4.8 0 0 0 0 .0 0 0 .0 0 0 0
34 Private ... 180.9 249.8 317.5 439.4 5979 | 682.1 583.5 500.5 6254 622.0 463.8 393.2
35  Open market paper . 40.5 427 922 166.7 161.0 | 2367 135.6 141.0 130.7 783 57.8 89.8
36  Corporate bonds . . . 121.8 195.9 176.9 209.0 291.8 | 3463 361.8 177.4 281.9 490.8 289.8 148.1
37 Bankloansnec. ....... -13.7 2.5 12.6 13.2 30.1 573 -9.7 60.2 124 —8.8 10.5 -12
38  Other loans and advances . .. 22.6 34 279 356 90.2 32.7 76.0 82.3 169.9 41.6 117.9 147.2
39 Morgages ........... ..t 9.8 5.3 79 14.9 248 9.1 199 39.6 30.6 20.1 —12.3 9.4
By borrowing sector
40 Commercial banking ............................... 20.1 22.5 13.0 46.1 72.9 82.8 80.8 61.7 66.3 311 727 1114
41 Savings institutions .. 12.8 26 25.5 19.7 522 10.6 312 63.7 103.2 58.0 58.6 55.2
42 Credit unions ........ 2 -1 1 1 6 5 2 1.0 4 1.5 14 28
43 Life insurance companies . . ... ... 3 —.1 1.1 2 N .0 -6 1.6 1.8 33 3.0 1.1
44 Government-sponsored enterprises . 172.1 105.9 90.4 98.4 2783 | 1425 166.4 294.0 510.5 193.0 304.7 407.1
45 Federally related mortgage pools . ...... 1154 98.2 141.1 114.5 1926 | 106.7 239.0 261.7 162.8 399.2 274.4 246.2
46 Issuers of asset-backed securities (ABSs) 76.5 1424 153.9 200.7 3163 | 283.0 3524 2942 3357 300.5 335.8 190.5
47 Finance companies . ................. 48.7 502 459 48.7 43.0 74.6 919 ~12.0 178 712 884 | —-22.7
48 Mortgage companies . —11.5 ~2.2 4.1 —4.6 1.6 29.4 -282 23 3.0 —4.6 51 -1.1
49 Real estate investment trusts (REITs) 102 4.5 11.9 39.6 627 63.1 64.4 793 440 256 | —19.7 79
50 Brokers and dealers .............. .. 5 -5.0 -20 8.1 7.2 —1.0 20.0 -2.6 12.4 =31.1 -17.4 16.9
51 Funding corporations .....................cocoviions 23.1 349 64.1 80.7 407 | 1392 —28.6 11.2 40.9 166.5 | —63.8 312
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS'—Continued

1998 1999
Transaction category or sector 1994 1995 1996 1997 1998
Qi Q2 Q3 Q4 Qi Q2 Q3
All sectors
52 Total net borrowing, all sectors .................... 1,030.3 | 1,246.0 | 1,371.5 | 1,496.9 | 2,126.5 | 2,003.6 | 2,131.0 | 1,937.3 | 2,334.0 | 2,519.6 | 1,893.0 | 2,240.0
53 Open market paper . ............oooviin ciit i 35.7 743 102.6 184.1 1931 343.0 113.8 2327 83.0 161.1 34.1 187.0
54 U.S. government securities . .| 4481 3485 376.5 2359 4i8.3 234.7 377.1 4423 619.1 517.0 467.0 570.1
55 Municipal securities ........ —35.9 —48.2 2.6 71.4 96.8 113.5 101.3 82.9 89.6 100.7 48.0 74.8
56 Corporate and foreign bonds 157.3 336.7 348.9 406.7 535.6 667.6 775.8 258.2 440.9 765.7 564.8 380.2
57 Baok loans nec. ......... 629 114.7 921 1282 145.0 97.6 167.9 171.6 143.0 62.1 383 99.6
58 Other loans and advances . 504 70.1 62.5 102.8 158.5 101.0 112.5 157.8 262.7 189.8 98.9 2315
59 Mortgages .............. .. 186.8 211.0 297.6 315.1 5114 487.3 4205 512.2 625.7 5940 581.8 621.3
60 Consumer credit ... oo L s 1249 138.9 88.8 525 67.6 589 62.1 79.6 69.9 129.2 60.1 75.4
Funds raised through mutual funds and corporate equities
61 Total metisswes ............................ . ... 1134 131.5 209.1 165.6 75.2 215.2 262.0 | —166.7 -98 121.3 113.2 57.0
62 Corporate equities ...............ocoiiiiiiii.. 12.8 -16.0 —28.5 -99.6 | —1994 | —107.1 | —115.8 | —340.1 | —234.6 | —132.0 ~94.9 —69.6
63 Nonfinancial corporations . .............. —449 | -583 -695 | -1144 | —=267.0 | —139.2 | —129.1 | —308.4 | —491.3 ~65.7 | —374.0 | —153.0
64 Foreign shares purchased by U.S. residents ... 48.1 504 60.0 4.0 718 14.0 12.3 —32.8 3174 -334 2709 76.7
65  Financial corporations .. 9.6 —8.1 —19.0 —27.1 -10.2 18.1 1.0 1.0 —60.8 -329 8.2 6.7
66 Mutual fond shares .. ............. ... ... ... 100.6 147.4 237.6 265.1 274.6 3223 377.8 173.4 224.8 253.3 208.2 126.7

F.2 through F.4. For ordering address, see inside front cover.

1. Data in this table also appear in the Board’s Z.1 (780) quarterly statistical release, tables



1.58 SUMMARY OF FINANCIAL TRANSACTIONS!

Billions of dollars except as noted; quarterly data at seasonally adjusted annual rates

Flow of Funds

A39

1998 1999
Transaction category or sector 1994 1995 1996 1997 1998
Q1 Q2 Q3 Q4 Q1 Q2 Q3
NET LENDING IN CREDIT MARKETS?
1 Total net lending in credit markets ................. 1,030.3 | 1,246.0 | 1,371.5 | 1,496.9 | 2,126.5 | 2,103.6 | 2,131.0 | 1,937.3 | 2,334.0 | 2,519.6 | 1,893.0 | 2,240.0
2 Domestic nonfederal nonfinancial sectors .............. 2312 —89.4 24.8 —67.9 73.3 —39.5 521.8 111.1 | —3004 310.0 346.5 106.1
3 Household ........................ 268.0 6.1 63.7 —65.2 ~28.1 —54.0 3954 | —~283 | —4255 261.1 2889 140.4
4 Nonfinancial corporate business . 177 -838 -8 -23 19 84| —479 13. 7 33.3 -3.6 45| —-19.8
5 Nonfarm noncorporate business K 4.7 —4.3 -.6 0 0 ik 0 4 -2 —.6
6  State and local governments .. —-55.0| -914| -337 1 99.5 6.1 174.3 125.7 91.7 522 533 —~13.9
7 Federal government ........ -274 - -74 5.1 13.5 15.7 12.9 13.8 11.7 17.1 6.7 16.6
8 Rest of the world 1323 273.9 414.4 310.7 249.3 2238 321.8 60.8 390.7 250.2 35.1 372.1
9 Financial sectors . . .. 694.1 | 1,061.7 939.7 | 1,249.0 [ 1,790.4 | 1,903.6 | 1,274.6 | 1,751.5 | 2,232.1 | 1,942.2 | 1,504.8 | 1,745.1
10 Monetary authority ... 315 12.7 12.3 383 21.1 27.6 11.5 41.6 35 71.8 62.4 341
11 Commercial banking ... . 163.4 265.9 187.5 3243 305.2 306.7 132.7 250.1 531.5 68.9 1354 435.1
12 U.S.chartered banks ................... 148.1 186.5 119.6 2749 3120 268.4 130.0 309.2 540.2 134.1 2315 410.1
13 Foreign banking offices in United States 112 75.4 63.3 40.2 -119 17.5 152 ~-68.1 —12.1 -5491 -105.7 30.7
14 Bank holding companies .............. 9 -3 39 54 -9 15.3 —-17.6 6.0 ~74 —6.0 4 —124
15 Banks in U.S.-affiliated areas 33 4.2 7 3.7 6.0 5.5 5.1 2.9 10.7 —4.4 9.2 6.6
16  Savings institutions ........ 6.7 -76 19.9 -4.7 36.3 11.8 2.1 179 1133 102.7 88.8 61.0
17 Creditunions ................ 28.1 16.2 25.5 16.8 19.0 16.1 227 21.0 16.0 347 321 38.8
18  Bank personal trusts and estates 7.1 -83 =77 —25.0 —12.8 -10.5 -11.3 -16.0 —135 -7.6 -84 -8.6
19 Life insurance companies ...... 720 100.0 69.6 104.8 76.9 92.5 63.4 65.6 86.0 822 34.0 68.9
20  Other insurance companies . 249 21.5 225 252 20.4 234 —15 —=17 67.6 -19.7 26.7 —-8.6
21  Private pension funds ................. 46.1 56.0 52.3 65.5 118.7 74.5 130.1 95.6 174.4 60.5 150.0 45.4
22 State and local government retirement funds . 309 33.6 373 63.8 65.0 67.4 784 65.6 48.5 77.2 40.7 24.1
23 Money market mutual funds .............. 30.0 86.5 88.8 87.5 244.0 159.3 208.1 255.5 353.1 2276 | -92.6 2321
24  Mutual funds ........... -7.1 52.5 48.9 80.9 124.8 156.4 146.4 92.9 103.5 103.0 121.0 -32.8
25 Closed-end funds ............... -3.7 105 4.7 -29 4.5 4.5 4.5 4.5 4.5 4.4 44 4.3
26  Government-sponsored enterprises . 117.8 86.7 84.2 943 260.8 198.3 150.6 264.7 429.5 157.2 259.2 287.5
27  Federally related mortgage pools ..... 1154 98.2 141.1 114.5 192.6 106.7 239.0 261.7 162.8 399.2 2744 246.2
28  Asset-backed securities issuers (ABSs) . 694 120.6 123.6 162.3 276.7 2239 3214 248.7 3127 2829 319.0 181.9
29  Finance companies ................. 48.3 49.9 18.4 219 519 28.7 24.0 79.5 75.3 92.2 79.6 94.5
30  Mortgage companies ............. -24.0 ~34 82 -9.1 32 588 | —564 45 6.0 -9.1 102 -2.1
31  Real estate investment trusts (REITs) -7 1.4 4.4 202 -51 25.6 6.1 -11.3 —40.8 1.7 -22 2.7
32 Brokers and dealers —442 90.1 —157 14.9 -17.4 2458 | —183.1 77.0 | —209.1 1845 | —191.0 15.7
33 Funding corporations —17.8 -21.2 14.0 55.6 4.7 86.0 —-14.3 —60.1 72 279 111.0 304
RELATION OF LIABILITIES
TO FINANCIAL ASSETS
34 Net flows through credit markets ................... 1,030.3 | 1,246.0 | 1,371.5 | 1,496.9 | 2,126.5 | 2,103.6 | 2,131.0 | 1,937.3 | 2,334.0 | 2,519.6 | 1,893.0 | 2,240.0
Other financial sources
35 Official foreign exchange ....... -58 8.8 -6.3 7 6.6 1.0 8.1 8.9 8.6 -14.0 -54 -85
36 Special drawing rights certificates 0 22 -5 -5 .0 .0 0 0 .0 -4.0 0 —4.0
37 Treasury currency ............. 7 6 1 .0 .0 3 2 1.7 —-2.3 0 2.1 2.0
38 Foreign deposits . . ... 529 35.3 859 106.8 2| —465 929 849 | —1319 127.7 99.3 63.6
39 Net interbank transactions .. .... 89.8 100 -51.6| —-19.7 -335 —95.2 40.1 439 [ —122.8 48.5 902 | —520
40 Checkable deposits and currency =97 —-127 15.8 41.5 47.6 52.6 90.1 —24.9 72.8 61.1 10.1 141.4
41 Small time and savings deposits  .............. -399 96.6 972 97.1 1524 99.0 849 1447 2812 —68.0 100.0 145.5
42 Large time deposits ......................... 19.6 65.6 114.0 122.5 92.1 187.8 —5.6 81.8 104.4 —5.9 42.6 1024
43 Money market fund shares ... 433 142.3 145.8 157.6 285.5 213.6 2472 367.9 3131 204.9 100.5 180.3
44 Security repurchase agreements 782 110.5 414 120.9 52.6 2503 | —100.8 231.1 | —1703 408.2 —14.5 128.5
45 Corporate equities . ........ 12.8 —-16.0 —28.5 —99.6 | —199.4 [ —107.1 | —1158 | —340.1 | —234.6 | —132.0 -94.9 —69.6
46 Mutual fund shares . 100.6 147.4 237.6 265.1 274.6 3223 377.8 173.4 2248 2533 208.2 126.7
47 Trade payables ... 120.0 128.9 114.8 1259 315 1386 | —27.9 638 | -—483 175.1 235.6 884
48 Security credit ... —.1 26.7 52.4 111.0 108.3 159.3 1343 167.0 —-272 —86.9 134.1 ~8.3
49 Life inSUrance reserves . ...............oieieoiionn 355 45.8 445 59.3 533 49.3 533 51.7 59.0 40.8 59.6 43.4
50 Pension fund reserves 2547 235.1 246.9 304.0 290.2 294.7 272.9 279.5 313.8 285.7 3244 3278
51 Taxes payable .................. 2.6 6.2 16.0 16.8 12.6 122 1.8 27.5 8.8 —82 395 28.5
52 Investment in bank personal trusts 17.8 4.0 -8.6 -56.3 —48.0 | —45.7 —46.5 —51.2 | —4838 -320| -259 | -235
53 Noncorporate proprietors’ equity . . . .. 582 65.2 34 111 —16.0 —8.6 —139 —60.9 194 14.1 221 —32.6
S4 Miscellaneous ............ ... 245.6 444.6 498.3 516.2 669.2 | 1,069.4 295.6 731.2 580.7 216.5 | 1,114.3 317.8
55 Total financial sources ................. ... .. ... 2,107.1 | 2,793.1 | 2,990.3 | 3,377.4 | 3,906.0 | 4,650.8 | 3,519.8 | 3,919.2 | 3,534.2 | 4,004.6 | 43349 | 3,737.7
Liabilities not identified as assets (—)
56 TTEASUY CUITENCY .+t vvvvevnieanannnnsennr e enenn -2 -5 -9 —.6 -7 -2 -3 1.1 -34 -15 .6 5
57 Foreign deposits . . . 43.0 25.1 59.6 106.8 —-8.1 —95.7 149.9 699 | —156.5 62.7 844 336
58 Net interbank liabilities ... ... =27 =31 -33 —19.9 34 35.1 8.9 223 —-52.8 58.7 -1.7 -7
59 Security repurchase agreements 67.7 20.2 4.5 62.3 15.2 1208 | — 170 0 110.2 0 364.1 80.0 435
60 Taxes payable .............. . 16.6 21.1 22.8 26.8 17.8 14.2 9.1 28.2 19.6 —15.6 2.5 33.0
61 Miscellaneous .. ...... ... ... .. i, —1280| ~1885 —376 | —2259 —30.7 125.1 | —2456 —81.1 78.6 | —489.5 [ —550.9 | —599.5
Floats not included in assets (—)
62 Federal government checkable deposits ............... -4.8 -6.0 5 -2.7 2.6 8.3 —44.4 324 14.0 —-1.8 | -414 279
63 Other checkable deposits -28 -38 —4.0 -39 -3.1 -4.0 -29 -3.6 ~1.8 -19 -1.0 —.
64 Trade credit ... ... ... .. ... . i 274 15.6 -21.2 332 -31.0 722 | —110.5 —64.4 ~21.1 67.1 —20.7 -19.9
65 Total identified to sectors as assets ................. 2,090.9 | 2,913.1| 2,970.0 | 3,401.3 | 3,940.6 | 4,375.1 | 3,925.7 | 3,804.2 | 3,657.5 | 3,962.4 | 4,783.1 | 4,219.7

1. Data in this table also appear in the Board’s Z.1 (780) quarterly statistical release, tables

F.1 and E5. For ordering address, see inside front cover.

2. Excludes corporate equities and mutual fund shares.



A40 Domestic Financial Statistics [1 March 2000

1.59 SUMMARY OF CREDIT MARKET DEBT OUTSTANDING'

Billions of dollars, end of period

1998 1999
Transaction category or sector 1995 1996 1997 1998
Ql Q2 Q3 Q4 Q1 Q2 Q3
Nonfinancial sectors
1 Total credit market debt owed by
domestic nonfinancial sectors ... . .. ... 13,734.9° | 14,480.3" | 15,265.8" | 16,289.9 | 15,527.4" | 15,747.8" | 15,962.2" | 16,289.9" | 16,604.3" | 16,780.3 | 17,055.3
By sector and instrument
2 Federal government 3,636.7 3,781.8 3,804.9 3,752.2 3,830.8 3,749.0 3,720.2 3,752.2 3,759.7 3651.7 3,632.7
3 Treasury securities 3,608.5 3,755.1 3,778.3 3,723.7 38048 3,723.4 3,694.7 3,7237 37316 3.623.4 3,604.5
4 Budget agency securities and mortgages 28.2 26.6 26. 285 259 256 25.5 28.5 28.1 283 28.3
5 Nonfederal .......... .......... ... ... 10,098.2" | 10,698.5" | 11.461.0" | 12,537.7 | 11,696.6" | 11,998.8° | 12,242.0' | 12,537.7° | 12.844.6" | 13,1286 134226
By instrument
6 Commercial paper ....................... 1574 156.4 168.6 193.0 193.1 2025 216.9 193.0 2239 2324 2393
7 Municipal securities and loans . 1,263.5 1,296.0 1,367.5 1,464.3 1.397.1 1.429.3 1,439.9 1,464.3 1.491.0 1,510.0 1,518.1
8 Corporate bonds ........... 13441 1,460.4 1,6109 1,829.6 1.680.6 1,754.3 1.781.3 1,829.6 1.898.1 1,970.0 2,020.7
9  Bank loans nec. .... 863.6 934.1 1,040.5 1,148.8 1.047.9 1,097.6 1,120.6 1,148.8 1,165.2 1,178.5 1,201.6
10 Other loans and advances 7369 7704 839.5 913.8 863.5 873.1 886.8 913.8 956.7 952.1 967.5
11 Mortgages ........... 4,580.0" | 4,869.7" | 5,169.9° 5,656.6 5.278.5" | 5,385.3' 55100 | 5,656.6° | 5,790.5" 59452 6,105.3
12 ome ................ 3,5104" 3,721.9° 3,959.5° 4,327.5 4,043.1' 4,122.0° 4,222.4° 4,327.5" 4,420.3 4,532.1 4,648.2
13 Multifamily residential 269.1 284.3 295.0 317.4 300.4 305.7 309.7 317.4 326.6 335.3 3477
14 Commercial .............. 716.0 776.4 825.1 9153 843.6 864.6 883.6 915.3 946.3 978.2 1.007.6
15 Farm ... .. .. 84.6 87.1 90.3 96.5 91.3 93.0 94.4 96.5 974 99.7 101.8
16 Consumer credit ........................ 1,122.8 1,211.6 1,264.1 1,331.7 1,236.0 1,256.8 1,286.6 1.331.7 1,319.3 1,340.4 1,370.2
By borrowing sector
17 Household .......................... ... 5,108.0" 5,438.0° 5,909.9 5,499.7° 5,618.8" 5,752.1" 5,909.9° 5,993.0° 6,136.7 6,294.5
t8  Nonfinancial business .. 4,527.1 4,903.5 54280 5052.6 5,209.2 53111 5428.0 5,628.4° 5,753.6 5,886.7
19 Corporate ........... 3,141.0 3,433.8 3,852.2 3,559.4 3,086.4 3,762.5 3,852.2 4,028.6° 4,121.5 4,223.6
20 Nonfarm noncorporate 1,236.1 1,313.6 14119 13379 1,361.8 1,385.5 14119 1,437.4° 1,466.0 1,494.2
21 Farm ... ... ........ 149.9 156.1 163.3 1553 161.0 163.1 163.8 162.4 166.1 168.9
22 State and local government 1,063.4 1,119.5 1,199.8 1,144.3 1,170.8 1,178.8 1,199.8 1.223.2 1,238.2 12414
23 Foreign credit market debt held in
United States ........... .. ....... ., 414 518.7 570.1 603.7 591.6 617.1 612.8 603.7 607.8 598.2 614.7
24 Commercial paper .................... 56.2 67.5 65.1 729 76.7 71.4 74.0 729 77.2 70.1 81.8
25 Bonds . .......... 291.9 347.7 3949 420.0 405.6 4354 428.6 420.0 4202 417.1 424.4
26 Bank loans n.e.c. .. . 346 437 52.1 58.9 53.4 55.5 56.4 589 59.1 60.5 58.8
27 Other loans and advances 58.8 59.8 58.0 52.0 55.9 54.8 53.8 520 51.3 50.5 497
28 Total credit market debt owed by nonfinancial
sectors, domestic and foreign .. ........ ... 14,176.4" | 14,998.9" | 15,836.0" | 16,893.6 | 16,119.0° | 16,364.8" | 16,574.9" | 16,893.6" | 17,212.1" | 17,3784 | 17,670.0
Financial sectors
29 Total credn market debt owed by
....................... 4,278.8 4,827.7 5,446.8 6,515.6 5,670.1 5,926.8 6,195.5 6,515.6 6,809.2° 7,080.3 7,346.7
By instrument
30 Federal government-related 2.376.8 2,608.3 2,821.1 32920 2,878.0 29814 3,121.7 3,292.0 3.434.1 3.580.8 3.746.0
31 Govemment-sponsored enterprise securities . 806.5 896.9 995.3 12736 1,030.9 1,072.5 1,146.0 1,273.6 1.321.8 1,398.0 1,499.8
32 Mortgage pool securities ............... 1,570.3 1,711 4 1,8258 20184 1,847.1 1,908. 9 1,975.7 2,018.4 21123 21828 2.246.2
33 Loans from US. government . .. E 0 0 0 .0 0 0 0
MoPrivate ..ol 1,901.9 2,219. 4 2,625.7 32236 2,792.1 2,945. 4 3,073.8 32236 337507 3,499.6 3,600.7
35 Open market pape . .o 486.9 579.1 745.7 906.7 804.9 838.9 874.2 906.7 926.4 940.9 963.4
36 Comoratebonds ........................ 1,204.7 1,381.5 1,557.5 1.849.9 1.640.8 1,738.7 1,786.2 1,849.4 1,968.9" 2,049.8 2,089.6
37  Bank loans nec. e 514 64.0 772 107.2 90.6 88.2 103.2 107.2 104.1 106.8 106.4
38 Other loans and advances e 1350 162.9 198.5 288.7 206.6 225.6 246.2 288.7 299.1 3286 3654
39 Mortgages ... 24.1 31.9 46.8 71.6 49.1 54.1 64.0 1.6 76.6 73.6 759
By borrowing sector
40 Commercial banks ...... 102.6 113.6 140.6 188.6 148.7 159.6 169.6 188.6 187.5 202.7 2242
41 Bank holding companies 148.0 150.0 168.6 193.5 181.2 190.5 196.1 193.5 202.6 205.5 211.9
42 Savings institutions . . ... .. 115.0 140.5 160.3 2124 162.9 170.7 186.6 2124 2269 2416 2554
43 Credit unions  ........ 4 4 6 1.1 8 1.0 1.1 1.5 1.8 2.5
44 Life insurance companies . . . .. .. 5 1.6 1.8 2.5 1. 8 1.6 2.0 2.5 33 4.0 43
45 Government-sponsored enterprises 806.5 896.9 995.3 1,273.6 1,030.9 1,072.5 1,146.0 1,273.6 13218 1,398.0 1,499.8
46 Federally related mortgage pools .. . . .. 1.570.3 1,711.4 1,825.8 2,018.4 1,847.1 1,908.9 1,975.7 2,018.4 2,112.3 2,182.8 2,246.2
47 Issuers of asset-backed securities (ABSs) . 7125 866.4 1,078.2 1,394.6 1,1429 1,230.4 1,307.0 1,394.6 1,463.3° 1,546.8 1,597.5
48 Brokers and dealers ................ 29.3 27.3 35.3 42.5 35.1 40.1 394 42.5 3438 304 34.6
49 Finance companies . . . . 4839 529.8 554.5 597.5 5719 596.9 589.4 597.5 614.4 639.2 628.5
50 Mortgage companies . ............. 16.5 20.6 16.0 17.7 234 16.3 16.9 177 16.5 17.8 17.5
51 Real estate investment trusts (REITs) P 44.6 56.5 96.1 158.8 19 1280 147.8 158.8 165.2 160.3 162.2
52 Funding corporations  ........... ... ... ... 248.6 3127 373.7 4144 411.6 4105 4179 414.4 459.1 449.5 462.0
All sectors
53 Total credit market debt, domestic and foreign ... | 18,455.1" | 19,826.6" | 21,282.8" | 23,409.3 | 21,789.0" | 22,291.6" | 22,770.5" | 23,409.3" | 24,021.3" | 24.458.8 | 25,016.7
54 Open market paper . ...... 700.4 803.0 979.4 1,172.6 1.074.8 1,112.7 1,165.1 1,172.6 1,227.6 1,243.3 1,284.5
55 US. government securities 6,013.6 6,390.0 6,626.0 7.044.3 6,708.7 6,730.3 6,841.9 70443 7,193.8 72325 7,378.7
56 Municipal securities . ....... 1,293.5 1,296.0 1,367.5 1,464.3 1,397.1 1,429.3 1,439.9 1,464.3 1,491.0 1,510.0 1,518.1
57 Corporate and foreign bonds 2,840.7 3,189.6 3,563.3 4,098.9 37270 3,928.3 3,996.0 4,098.9 4,287.2" 4,436.8 4,534.6
58 Bank loans nec. ...... 949.6 1,041.7 1,169.8 1,314.9 1.191.9 1,241.3 1,280.3 1,314.9 1,328.3 1,345.7 1,366.8
59 Other loans and advances . 930.6 993.1 1,095.9 1,254.4 1,126.1 1,153.6 1,186.8 1,254.4 1,307.0° 1,331.2 1,382.6
60 Mortgages ................. ... 4.604.0" 4,901.6" 5,216.7 3,728.2 5,327.5" 5,439.4° 5,574.0° 5,728.2" 5,867.2° 6,018.8 6,181.2
61 Consumercredit .. ...t 1,122.8 1,211.6 1,264.1 1,331.7 1,236.0 1,256.8 1,286.6 1.331.7 1,319.3° 1,340.4 1,370.2

I. Data in this table also appear in the Board’s Z.1 (780) quarterly statistical release, tables

L.2 through L.4. For ordering address, see inside front cover.



Flow of Funds A4l
1.60 SUMMARY OF FINANCIAL ASSETS AND LIABILITIES'
Billions of dollars except as noted, end of period
1998 1999
Transaction category or sector 1995 1996 1997 1998
Q1 Q2 Q3 Q4 Ql Q2 Q3
CREDIT MARKET DEBT OUTSTANDING2
I Total credit market assets .. .................... 18,455.1| 19,826.6 21,282.8| 23,409.3 | 21,789.0| 22,291.6 | 22,770.5 | 23,409.3  24,021.3 | 24,458.8 | 25,016.7
2 Domestic nonfederal nonfinancial sectors ........... 2,857.4 2,927.5 2,815.9 2,860.8 2,798.2 2,886.3 2,919.9 2,860.8 2,926.3 2,966.3 3,003.0
3 Household ........................ .. 1,896.1 2,014.5 1,905.6 1,849.2 1,905.2 1,958.8 1.957.1 1.849.2 1,924.7 1,947.1 1,990.2
4 Nonfinancial corporate business . . 280.4 270.2 268.0 269.8 249.6 238.5 244.4 269.8 247.0 249.2 248.0
5 Nonfarm noncorporate business . . 42.3 38.0 374 374 37.4 37.4 374 374 37.5 377 38.0
6  State and local governments . .. 638.6 604.8 605.0 704.4 606.0 651.6 681.1 704.4 717.1 732.3 726.9
7 Federal government ........ .. 202.7 1953 200.4 213.9 204.3 207.5 210.9 2139 218.2 219.8 2240
8 Rest of the world .. 1,531.1 1,926.6| 2,256.8| 2,5343| 23171 2,396.0 24122 25343 2,601.0 | 26084 27023
9 Financial sectors ... .. 13,863.9( 14,777.2| 16,0098 17,800.2| 16,4694 | 16,801.8| 17,227.5| 17,800.2 | 18,275.9 | 18,664.2 [ 19,087.5
10 Monetary authority ... 380.8 393.1 431.4 452.5 433.8 440.3 446.5 452.5 466.0 485.1 489.3
11 Commercial banking .. 3,520.1 3,707.7 4,031.9 4,3357 4,093.4 4,136.4 4,195.7 4,3357 4,338.4 4,383.4 4,488.2
12 U.S.-chartered banks .. 3,056.1 3,175.8 3,450.7 3,761.2| 3,505.1 3,543.6( 36162 37612 37829 3,847.6( 39441
13 Foreign banking offices in United States .. 412.6 4758 516.1 504.2 5179 525.6 510.1 504.2 487.8 465.7 4754
14 Bank holding companies ............ .. 18.0 22.0 27.4 26.5 31.2 26.8 28.3 265 250 25.1 22.0
15 Banks in U.S.-affiliated areas .. 334 34.1 37.8 43.8 39.2 40.4 41.1 43.8 42.7 45.0 46,7
16  Savings institutions .......... 9133 9332 928.5 964.8 931.3 930.8 939.3 964.8 990.8 1.011.4 1,030.8
17 Creditunions ............... 263.0 288.5 305.3 324.2 306.7 315.1 320.5 324.2 330.2 3410 350.8
18  Bank personal trusts and estates 239.7 2320 207.0 194.1 204.3 201.5 197.5 194.1 192.2 190.1 188.0
19 Life insurance companies . . . 1,587.5 1,657.0 1,751.1 1,828.0 1,777.3 1,793.2 1,810.6 1,828.0 1.853.7 1,874.7 1,893.1
20 Other insurance companies 468.7 491.2 515.3 535.7 521.1 520.8 518.8 535.7 530.8 5375 5354
21 Private pension funds ............... 716.9 769.2 834.7 953.4 8534 885.9 909.8 9534 968.5 1,006.0 1,017.4
22 State and local government retirement funds 531.0 568.2 632.0 697.0 648.9 668.5 684.9 697.0 716.3 726.5 7325
23 Money market mutual funds 545.5 634.3 721.9 965.9 775.0 815.9 869.9 965.9 1,036.2 1,001.8 1,049.7
24  Mutual funds ............. . 771.3 820.2 201.1 1,025.9 940.0 979.1 1.005.9 1,025.9 1,050.8 1,084.0 1,079.8
25 Closed-end funds .............. 96.4 101.1 98.3 102.8 99.4 100.5 101.7 102.8 103.9 105.0 106.1
26  Government-sponsored enterprises . 750.0 807.9 902.2 1,163.0 9514 989.4 1,055.4 1,163.0 1,201.9 1,267.0 1,338.6
27  Federally related mortgage pools . ... .. 1,570.3 1,711.4 1,825.8| 2,0184 1,847.1 1,908.9 19757 20184 2,123 12,1828 | 22462
28  Asset-backed securities issuers (ABSs) . .. 653.4 777.0 9393 1,216.0 989.2 1,068.9 1.134.2 1,216.0 1,280.4 1,359.7 1,408.2
29  Finance companies ................. . 526.2 544.5 566.4 618.4 572.0 579.0 5927 6184 639.9 660.9 678.1
30  Mortgage companies .............. 33.0 41.2 321 353 46.8 327 338 353 33.0 356 35.0
31 Real estate investment trusts (REITSs) 26.0 304 50.6 45.5 57.0 58.5 55.7 45.5 459 453 44.7
32 Brokers and dealers 1834 167.7 182.6 1652 244.0 198.3 217.5 165.2 2114 163.6 167.5
33 Funding corporations 87.4 101.4 152.3 158.5 1775 178.3 161.6 1585 1733 202.7 208.0
RELATION OF LIABILITIES
TO FINANCIAL ASSETS
34 Total credit marketdebt ........................ 18,455.1| 19,826.6 | 21,282.8| 23,409.3| 21,789.0 | 22,291.6 | 22,770.5 | 23,409.3 | 24,021.3 | 24,458.8 | 25,016.7
Other liabilities
35 Official foreign exchange ......................... 63.7 537 48.9 60.1 48.2 50.1 54.5 60.1 53.6 509 52.1
36 Special drawing rights certificates . .. .. 10.2 9.7 9.2 92 92 92 9.2 9.2 8.2 8.2 7.2
37 Treasury Currency .................. .. 18.2 18.3 18.3 18.3 184 184 18.8 18.3 18.3 18.8 19.3
38 Foreign deposits . ........ .. 418.8 516.1 618.8 639.9 607.2 630.4 651.7 639.9 671.8 696.6 712.5
39 Net interbank liabilities .. 290.7 240.8 2194 187.7 179.6 189.2 198.7 187.7 180.4 201.7 190.3
40 Checkable deposits and currency ...... .. 1,229.3 1,245.1 1,286.6 1,334.2 1,259.2 1,320.7 1,282.3 1,3342 13114 1,354.1 1,354.9
41 Small time and savings deposits ..... .. 2,279.7 2,377.0 2,474.1 2,626.5 2,525.4 2,531.0 2,553.8 2.626.5 2,637.6 2.644.6 2.666.8
42 Large time deposits ............... .. 476.9 590.9 713.4 805.5 760.9 754.0 776.5 805.5 804.3 809.0 836.8
43 Money market fund shares ... ... .. 745.3 891.1 1.048.7 1,334.2 1,130.7 1,153.7 1,249.7 1,3342 1,416.0 1,398.1 1,449.6
44 Security repurchase agreements .. 660.0 7015 8224 875.0 889.3 861.5 918.9 875.0 980.3 9742 1,006.1
45 Mutual fund shares ............ . 1.852.8| 2.3424| 29894| 36105 3,339.3 34384 | 31373 3,610.5 37584 4,0494 | 3.863.0
46 Security credit .. ..... . 305.7 358.1 469.1 5774 505.3 540.6 579.0 5774 552.7 587.9 582.3
47 Life insurance reserves . 566.2 610.6 665.0 718.3 677.3 690.6 703.5 718.3 730.9 745.8 756.7
48 Pension fund reserves . 5,767.8| 6,6425 7.8944| 9,160.7| 8,583.1 8,730.8 | 8,1946| 19,1607 | 92588 | 9711.7| 94648
49 Trade payables ..... 1,698.0 1,812.8 1,838.6 1,970.2 1,940.8 1,933.9 1,954.5 1,970.2 1,981.2 2,039.6 2,067.3
50 Taxes payable .............. 107.6 123.6 1404 152.9 151.7 144.6 155.0 152.9 159.7 161.5 172.5
51 Investment in bank personal trusts .. 803.0 8717 942.5 1,001.0 1,002.7 999.8 908.6 1,001.0 1,012.5 1,059.8 1,000.9
52 Miscellaneous ...... ... ... .. . i 5.634.7 6,098.8 6.666.5 7.053.7 6.741.0 6,791.2 7.013.1 7,053.7 7,074.2 7,158.2 7,157.4
53 Total liabilities ................................. 41,383.6 | 45,331.1| 50,248.3| 55,544.5| 52,158.3| 53,079.8| 53,130.2 | 55,544.5| 56,6317 | 58,128.9 | 58,377.3
Financial assets not included in liabilities (+)
54 Gold and special drawing rights ................... 221 214 21.1 21.6 212 21.0 21.2 21.6 20.7 20.8 21.3
55 Corporate equities ...................... 8,4957| 10,255.8| 13,1814 | 154134 | 14,842.1| 14,987.0| 13,1212 | 154134 | 15,8936 | 17,018.0 | 16,008.3
56 Household equity in noncorporate business 3,640.4 3,833.3 4,171.8 4,3953 4213.6 4,284.7 4,331.3 4,3953 4,405.1 4,489.9 4,568.0
Liabilities not identified as assets (—)
57 Treasury CuITenCy . .......oueveeaeneeanneonans —58 —6.7 -73 —8.0 -74 ~74 -72 —8.0 —8.4 —82 ~-8.1
58 Foreign deposits  ........ .. 360.2 431.4 534.0 5472 510.1 547.6 565.1 547.2 562.8 583.9 592.3
59 Net interbank transactions ...... .. -9.0 -10.6 -322 —27.0 —-21.2 -17.1 -154 —27.0 -11.3 ~10.6 -129
60 Security repurchase agreements . .. 86.4 90.9 153.1 168.4 187.4 140.9 175.2 168.4 263.5 279.8 2971
61 Taxespayable ........................... .. 62.4 76.7 935 103.5 89.6 95.8 102.2 103.5 90.7 111.3 101.4
62 Miscellaneous ........ ... ... ... ... -1,011.4| -1,339.6| —1,668.9| —2,319.9| —1,868.2| —1,929.2| —2,0154 | —2,319.9 | —2,436.0 | —2,588.2 | ~2,996.5
Floats not included in assets (—)
63 Federal government checkable deposits 31 —1.6 -8.1 -39 —104 ~16.1 -12.0 -39 -72 —124 -9.0
64 Other checkable deposits .. 342 30.1 262 23.1 214 242 15.7 231 18.9 22.1 14.5
65 Trade credit ............ ... il 198.2 176.7 199.5 168.0 163.5 1194 99.1 168.0 129.2 108.7 101.1
66 Total identified to sectors as assets .. .............. 53,823.6| 59,994.4| 68,332.7| 76,723.3| 72,170.3| 73,4144 | 71,6967 | 76,723.3| 78,3489 | 81,171.0 | 80,894.9
1. Data in this table also appear in the Board's Z.1 (780) quarterly statistical release, tables 2. Excludes corporate equities and mutual fund shares.

L.1 and L.5. For ordering address, see inside front cover.
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2.10 NONFINANCIAL BUSINESS ACTIVITY Selected Measures

Monthly data seasonally adjusted, and indexes 1992==100, except as noted

1999
Measure 1997 1998 1999
Apr. May June July Aug. Sept. Oct” Nov." Dec.?
1 Industrial production' ................... 127.1 1324 137.2 1355 136.2 136.6 137.4 137.7 138.1° 1394 139.9 140.5
Market groupings
2 Products, total .............. L 119.6 123.7 126.7 126.2 126.8 126.8 126.9 127.6 127.6° 129.0 128.2 129.4
3  Final, total ....... 121.1 125.4 1282 127.6 128.2 128.3 128.6 129.5 129.1° 130.7 131.0 1309
4 Consumer goods 115.1 116.2 117.2 116.5 116.8 117.0 116.8 117.6 nri1* 118.9 118.9 119.1
5 Equipment . .............. 132.1 142.7 149.1 147.0 1484 148.3 149.3 150.5 150.2° 1514 152.3 151.8
6 Intermediate. . .. .| 1153 118.8 122.3 121.7 1223 121.7 121.5 121.7 122.6 1236 123.6 124.4
7 Materials ... 139.0 146.5 154.7 150.8 151.7 153.1 155.0 154.6 155.7" 156.8 158.0 159.2
Industry groupings
8 Manufacturing ............ .. il 130.1 1364 142.3 140.2 141.0 1414 142.0 142.5 1429 1443 1452 145.5
9 Capacity utilization, manufacturing (percent)?. . 824 80.9 798 795 79.7 79.6 79.7 797 79.7 80.2 80.4 80.3
10 Construction contracts® . ....... . ........... 143.2 157.4 170.9 174.0° 176.0 180.0 176.0" 160.0° 168.0" 170.0 166.0 165.0
L1 Nonagricultural employment, total* .......... 120.3 1234 126.1 125.7 125.7 126.0 126.3 126.5 126.6 126.9 127.1 127.4
12 Goods-producing, total ....... 1012 102.7 102.3 102.5 102.1 102.1 102.3 1019 102.1 102.1 102.4 1024
13 Manufacturing, total ............. 98.3 98.8 97.0 97.2 97.0 96.8 97.1 96.7 96.7 96.6 96.7 96.7
14 Manufacturing, production workers . 99.6 99.8 97.8 98.0 97.8 97.5 98.0 97.4 974 97.3 97.4 974
15  Service-producing . .. 126.5 130.0 133.8 133.1 133.2 133.6 134.0 134.3 1344 1347 135.0 1353
16 Personal income, total ......... 175.4 185.7 196.6 194.1 194.9 196.4 197.0 197.9 198.1 200.4 201.2 201.8
17 Wages and salary disbursements . 171.3 184.4 197.0 194.3 1952 196.3 197.8 198.6 199.5 200.7 201.3 202.8
18 Manufacturing ........... 144.6 1524 156.9 155.1 155.9 156.8 158.2 158.0 158.6 159.7 158.9 159.1
19  Disposable personal income” . 172.9 181.7 191.9 189.7 190.3 191.8 192.1 1934 193.0 195.6 196.3 196.7
20 Retail sales® . ...oveiiiiii e 170.1 178.5 194.3 190.9 192.8 192.6 194.5 197.1 197.1 1977 200.0 202.5
Prices®
21 Consumer (1982-84=100) ................. 160.5 163.0 166.6 166.2 166.2 166.2 166.7 167.1 167.9 168.2 168.3 168.3
22 Producer finished goods (1982=100) ........ 131.8 130.7 133.1 131.9 132.4 1327 132.9 133.7 134.8 135.0 135.0 135.0

1. Data in this table appear in the Board’s G.17 (419) monthly statistical release. The data
are also available on the Board's web site, http://www.federalreserve.gov/releases/g17. The
latest historical revision of the industrial production index and the capacity utilization rates
was released in November 1999. The recent annual revision is described in an article in the
March 2000 issue of the Bulletin. For a description of the methods of estimating industrial
production and capacity utilization, see “Industrial Production and Capacity Utilization:
Historical Revision and Recent Developments,” Federal Reserve Bulletin, vol. 83 (February
1997), pp. 67-92, and the references cited therein. For details about the construction of
individual industrial production series, see “Industrial Production: 1989 Developments and
Historical Revision,” Federal Reserve Bulletin, vol. 76 (April 1990), pp. 187-204,

2. Ratio of index of production to index of capacity. Based on data from the Federal
Reserve, DRI McGraw-Hill, U.S. Department of Commerce, and other sources.

3. Index of dollar value of total construction contracts, including residential, nonresiden-
tial, and heavy engineering, from McGraw-Hill Information Systems Company, EW. Dodge
Division.

4. Based on data from the U.S. Department of Labor, Employment and Earnings. Series
covers employees only, excluding personnel in the armed forces.

5. Based on data from U.S. Department of Commerce, Survey of Current Business.

6. Based on data not seasonally adjusted. Seasonally adjusted data for changes in the price
indexes can be obtained from the U.S. Department of Labor, Bureau of Labor Statistics,
Monthly Labor Review.

NOTE. Basic data (not indexes) for series mentioned in notes 4 and 5, and indexes for series
mentioned in notes 3 and 6, can also be found in the Survey of Current Business.

2.11 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT
Thousands of persons; monthly data seasonally adjusted
1999
Category 1997° 1998" 1999
May June July Aug. Sept. Oct.” Nov. Dec
HOUSEHOLD SURVEY DATA!
1 Civilian labor force? .. ...................... 136,297 137,673 139,368 139,013" | 139,332" | 139,336" | 139.372" | 139,475 139,697 139,834 140,108
Employment
2 Nonagricultural industries® ................. 126,159 128,085 130,207 129,900° | 130,068" | 130,121° | 130,296" | 130471 130,702 130,788 131,141
3 Agriculture ... o ,399 3,378 3,281 3,290° 3,330" 3,278" 3,234 3,179 3,238 3,310 3,279
Unemployment
4 Number ...................ciiiiiiie 6,739 6,210 5,880 5,823° 5.934" 5937 5,842" 5,825" 5,757 5.736 5,688
5 Rate (percent of civilian labor force) ....... 49 45 42 42 4.3 4.3 4.2 4.2 4.1 4.1 4.1
ESTABLISHMENT SURVEY DATA

6 Nonagricultural payroll employment® ........ 122,690 | 125826 | 128,610 | 128,162 | 128,443 | 128,816 | 128,945 | 129,048 | 129,332 | 129,554 | 129,869
7 Manufacturing 18,675 18,772 18,432 18,429 18,396 18,449 18,378 18,366 18,356 18,364 18,363
8 Mining ........... 596 590 535 531 526 528 524 527 528 527 529
9 Contract construction .......... 5,691 5,985 6,273 6,239 6,258 6,270 6,246 6,293 6,314 6,369 6,385
10 Transportation and public utilities 6,408 6,600 6,791 6,758 6,781 6,799 6,813 6,831 6,841 6,860 6,892
11 Trade ..., 28,614 29,127 29,787 29,725 29,789 29915 29919 29,903 29955 29,953 30,034
12 Finance .. A1 7407 7,633 7,621 7.636 7,647 7,650 7,653 7,668 7,678 7,690
13 Service . 36,040 37,526 38,999 38,782 38,952 39,055 39,205 39,257 39,433 39,545 39,654
14 Government .................cvieiiiiian.. 19,557 19,819 20,160 20,077 20,105 20,153 20,210 20,218 20,237 20,258 20,322

1. Beginning January 1994, reflects redesign of current population survey and population
controls from the 1990 census.

2. Persons sixteen years of age and older, including Resident Armed Forces. Monthly
figures are based on sample data collected during the calendar week that contains the twelfth
day; annual data are averages of monthly figures. By definition, seasonality does not exist in
population figures.

3. Includes self-employed, unpaid family, and domestic service workers.

4. Includes all full- and part-time employees who worked during, or received pay for, the
pay period that includes the twelfth day of the month; excludes proprietors, self-employed
persons, household and unpaid family workers. and members of the armed forces. Data are
adjusted to the March 1992 benchmark, and only seasonally adjusted data are availabie at this
time.

SOURCE. Based on data from U.S. Department of Labor, Employment and Earnings.



2.12 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION'

Seasonally adjusted

Selected Measures A43

1999 1999 1999
Series
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Output (1992=100) Capacity (percent of 1992 output) Capacity utilization rate (perce:nt)z
1 Totalindustry ............................ 134.6 136.1 137.7 1399 167.3 169.2 170.7 172.3 80.4 80.5 80.7 81.2
2 Manufacturing ............. ool 139.2 140.9 1425 145.0 174.8 176.9 178.7 180.6 79.6 79.6 79.7 80.3
3 Primary processing3 ...................... 122.2 122.5 123.4 125.2 1474 148.2 149.0 149.8 829 82.7 82.8 836
4 Advanced processing" 148.1 150.5 152.5 1554 188.6 191.4 193.7 196.1 785 78.6 78.7 792
5 Durablegoods ................... ... ... 167.1 170.8 1744 177.3 210.3 214.2 2176 221.0 79.5 79.8 80.2 80.2
6 Lumber and products 122.2 122.5 1205 121.0 1453 146.3 147.4 148.4 84.1 83.7 81.7 81.5
7 Primary metals . .. .. 122.3 125.1 128.7 130.3 147.6 148.5 149.3 150.1 829 842 86.2 86.8
8 Iron and steel . . 1169 121.4 126.6 128.0 148.5 150.0 151.3 1525 78.7 80.9 83.7 83.9
9 Nonferrous ... .......... ... ......... 129.1 129.6 1312 133.2 146.5 146.8 147.0 147.2 88.1 88.3 89.3 90.5
10 Industrial machinery and equipment . . .. ... 221.3 2279 2323 2403 265.7 275.5 285.3 295.8 83.3 82.7 81.4 81.3
n Electrical machinery ............ 3494 374.6 400.9 418.0 461.8 482.0 498.5 514.6 75.7 717 80.4 81.2
12 Motor vehicles and parts 147.5 150.6 153.3 154.7 184.8 184.8 184.9 185.0 798 81.5 829 83.6
13 Aerospace and miscellaneous
transportation equipment . ........... 98.9 959 93.8 88.8 126.8 126.6 126.2 125.8 78.0 75.7 74.3 70.6
14  Nondurable goods ....................... 111.8 1116 1115 113.6 139.1 139.5 1399 140.3 80.4 80.0 797 81.0
15 Textile mill products 109.6 1111 111.6 127 131.4 131.5 131.6 131.8 834 84.5 84.8 855
16 Paper and products . ... 115.8 115.1 116.0 118.3 133.8 134.5 135.3 136.1 86.6 85.6 85.7 86.9
17 Chemicals and products . 115.9 116.3 117.0 120.3 150.0 150.4 150.7 151.0 77.3 713 716 79.7
18 Plastics materials .. .................. 122.9 1235 1242 129.4 135.9 137.2 138.4 139.6 90.4 90.0 89.7 92.7
19 Petroleum products ................. ... 1163 114.1 114.6 113.5 1218 122.2 122.7 123.1 95.6 93.3 93.4 922
20 Mining ... ... 97.6 97.1 98.2 99.8 1204 120.3 120.2 120.2 8L.1 80.7 81.7 83.0
21 Utilities .......... . ... . ...l 114.6 116.6 1184 1179 126.9 127.3 127.8 128.2 90.3 91.6 927 91.9
22 Electric........ ... ... oo 116.6 1189 120.8 1209 124.7 125.2 125.6 126.1 93.5 95.0 96.2 95.8
1973 1975 Previous cycle’ Latest cycle® 1998 1999
High Low High Low High Low Dec. July Aug. Sept.” Oct.” Nov. Dec.P
Capacity utilization rate (percent)2
1 Total industry. .................. 89.2 72.6 87.3 71.1 854 78.1 80.6 80.7 80.7 80.6 81.2 81.2 813
2 Manufacturing . .................. 88.5 70.5 86.9 69.0 85.7 76.6 799 79.7 797 79.7 80.2 80.4 80.3
3 Primary processing® ............ 91.2 68.2 88.1 66.2 88.9 71.7 83.1 829 82.8 82.8 833 83.7 83.7
4 Advanced processing” . ....... ... 87.2 71.8 86.7 70.4 84.2 76.1 78.8 78.6 78.8 78.7 792 79.4 79.1
5 Durablegoods................. 89.2 68.9 87.7 63.9 84.6 73.1 80.1 80.3 80.2 80.0 80.3 80.4 80.0
6 Lumber and products . . 88.7 61.2 87.9 60.8 93.6 755 84.8 82.7 81.6 81.0 814 814 81.7
7 Primary metals ..... 100.2 65.9 942 45.1 927 737 83.4 859 86.8 85.8 85.7 87.4 874
8 Iron and steel . NN 105.8 66.6 958 37.0 95.2 71.8 79.0 83.7 844 83.0 81.8 85.1 84.8
9 Nonferrous . ............... 90.8 59.8 91.1 60.1 89.3 74.2 88.9 88.6 89.9 89.3 90.6 90.3 90.6
10 Industrial machinery and
equipment . .. ............. 96.0 74.3 93.2 64.0 85.4 723 83.5 81.5 81.1 81.6 81.8 81.3 80.7
11 Electrical machinery . . . . . 892 64.7 894 716 84.0 75.0 77.2 80.9 80.5 79.8 80.7 81.2 81.8
12 Motor vehicles and parts. . ....... 934 51.3 95.0 45.5 89.1 559 79.6 823 82.3 84.1 84.1 84.6 82.1
13 Acrospace and miscellaneous
transportation equipment . . . . . 784 67.6 819 66.6 87.3 79.2 79.9 74.9 75.0 731 71.6 70.6 65.6
14 Nondurable goods ............... 87.8 71.7 87.5 76.4 87.3 80.7 80.1 79.4 79.7 79.9 80.7 81.0 81.2
15 Textile mill products . 914 60.0 9.2 723 90.4 71.7 81.0 85.3 84.8 84.1 86.5 85.2 84.8
16 Paper and products . . .. . 97.1 69.2 96.1 80.6 935 85.0 86.3 85.2 85.6 86.4 86.9 87.1 86.8
17 Chemicals and products . 87.6 69.7 84.6 69.9 86.2 79.3 76.6 76.9 78.1 77.8 78.9 79.9 80.2
18 Plastics materials .. 102.0 50.6 90.9 63.4 97.0 74.8 91.8 90.9 87.8 90.5 94.0 91.3 92.7
19 Petroleum products . . ........... 96.7 81.1 90.0 66.8 88.5 85.1 94.6 93.9 93.0 933 932 915 92.1
943 88.2 96.0 80.3 88.0 87.0 814 81.3 81.9 81.8 82.6 83.1 834
96.2 82.9 89.1 759 92.6 834 889 93.9 9.2 92.0 92.6 90.1 93.1
99.0 82.7 882 78.9 95.0 87.1 93.1 977 95.5 95.2 96.1 94.2 972

1. Data in this table appear in the Board’s G.17 (419) monthly statistical release. The data
are also available on the Board’s web site, http://www.federalreserve.gov/releases/gl7. The
latest historical revision of the industrial production index and the capacity utilization rates
was released in November 1999. The recent annual revision is described in an article in the
March 2000 issue of the Bulletin. For a description of the methods of estimating industrial
production and capacity utilization, see “Industrial Production and Capacity Utilization:
Historical Revision and Recent Developments,” Federal Reserve Bulletin, vol. 83 (February
1997), pp. 67-92, and the references cited therein. For details about the construction of
individual industrial production series, see “Industrial Production: 1989 Developments and
Historical Revision,” Federal Reserve Bulletin, vol. 76 (April 1990), pp. 187-204.

2. Capacity utilization is calculated as the ratio of the Federal Reserve’s seasonally adjusted
index of industrial production to the corresponding index of capacity.

3. Primary processing includes textiles; lumber; paper; industrial chemicals; synthetic
materials; fertilizer materials; petroleum products; rubber and plastics; stone, clay, and glass;
primary metals; and fabricated metals.

4. Advanced processing includes foods; tobacco; apparel; furniture and fixtures; printing
and publishing; chemical products such as drugs and toiletries; agricultural chemicals; Jeather
and products; machinery; transportation equipment; instruments; and miscellaneous manufac-
tures.

5. Monthly highs, 1978-80; monthly lows, 1982.

6. Monthly highs, 1988-89; monthly lows, 1990-91.
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value'

Monthly data seasonaily adjusted

1992 1998 1999
Group pro- 1999
por- avg.
tion Dec. Jan. Feb. Mar. Apr. May | June July Aug. | Sept.” | Octf | Nov. | DecP
Index (1992 = 100)
MAJOR MARKETS
1 Totalindex ........................... 1000 | 137.2 | 133.8 | 1341 | 1345 | 1351 | 135.5 | 136.2 | 136.6 | 1374 | 137.7 | 138.1 | 1394 | 1399 | 1405
2Products ... 605 | 1267 | 1249 | 1254 | 1258 | 1260 | 1262 | 1268 | 1268 | 1269 | 127.6 | 127.6 | 129.0 | 1292 | 1294
3 Finalproducts........................ 463 | 1282 | 1260 | 1266 | 127.3 | 127.3 | 127.6 | 1282 | 1283 | 128.6 | 1295 | 129.1 130.7 | 131.0 | 1309
4 Consumer goods, total . . .. 29.1 117.2 | 1151 1163 | 117.2 | 1167 | 1165 | 1168 | 117.0 | 1168 | 117.6 | 117.1 1189 | 1189 | 119.1
5 Durable consumer goods . . 6.1 152.8 | 146.0 | 149.1 1509 | 149.9 | 152.0 | 1528 | 154.0 | 1534 | 1555 | 1535 157.5 1562 | 1554
6 Automotive products . .. 2.6 | 1447 | 141.7 | 143.7 | 142.0 | 140.0 | 142.0 | 1454 | 1474 | 1437 | 1506 | 1455 1479 | 146.9 | 144.6
7 Autos and trucks . ... 1.7 | 1518 | 1482 | 1494 | 1487 | 147.0 | 149.0 | 153.2 | 1575 | 1489 | 1629 | 152.8 | 155.1 154.3 | 148.8
8 Autos, consumer .. 9 | 1026 | 1084 | 1047 | 1002 | 101.6 | 1023 99.9 | 101.8 | 1024 | 1050 | 1055 103.9 | 107.2 | 100.0
9 Trucks, consumer 7 2024 | 1902 | 1959 | 1985 | 1941 1973 | 2074 | 2142 | 1972 | 221.6 | 201.9 | 207.8 | 203.6 | 199.2
10 Auto parts and allied goods .. .. 9 [ 1340 [ 131.8 | 134.8 [ 131.8 [ 129.3 [ 1314 [ 1336 ( 1325 | 1353 | 132.8 [ 1344 | 1367 | 1354 | 1373
11 Other ...t 35 | 1591 148.8 | 152.8 | 158.0 | 157.8 | 160.0 | 158.3 | 158.8 | 161.1 1587 | 159.7 | 165.1 163.5 | 164.2
12 Appliances, televisions, and air
conditioners ............. 1.0 | 3249 | 2835 | 299.7 | 320.0 | 317.6 | 3258 | 311.1 | 319.0 | 320.9 | 319.0 | 3263 | 360.1 | 351.1 | 349.8
13 Carpeting and furniture .8 [ 1228 | 1159 [ 121.1 | 122.8 | 119.6 | 1202 | 121.0 | 121.0 | 124.1 | 122.1 [ 1241 | 1268 | 1252 | 1249
14 Miscellaneous home goods ..... 1.6 | 1146 | 111.0 | 111.0 | 113.6 | 1157 | 1169 | 1172 | 1162 | 1159 | 1154 | 1144 | 1145 | 1148 | 1162
15 Nondurabie consumer goods ........ 230 | 1089 | 107.9 | 108.7 | 109.3 | 1089 | 108.3 | 1084 | 1084 | 108.3 | 108.9 | 108.7 | 110.0 | 1103 | 110.7
16 Foods and tobacco . ... .. 103 | 107.6 | 107.2 | 1084 | 1094 | 1084 | 107.8 | 107.7 | 107.3 | 106.7 | 1065 [ 1062 | 107.6 | 108.7 | 109.1
17 Clothing ......... 2.4 90.7 91.3 91.7 92.0 91.3 91.8 90.2 90.2 89.2 90.1 89.9 90.3 90.7 89.8
18 Chemical products . 45 | 1215 | 1202 | 1197 | 1228 | 121.6 | 1187 | 1205 | 1202 | 1194 | 1227 | 1209 | 122.6 | 1245 | 1250
19 Paper products 29 | 1023 | 1028 | 1015 | 1004 98.8 99.9 | 1003 | 1015 | 102.0 | 1032 | 1047 | 1063 | 104.9 | 103.9
20 Energy......... 29 | 1154 | 1086 | 113.1 1099 | 1154 | 1151 1147 | 1153 | 1186 | 116.6 | 117.6 | 1184 | 114.1 117.1
21 Fuels ........ 8| 1109 | 110.1 112.2 | 1134 | 1107 | 1115 | 1109 | 1099 | 1111 1100 | 112.0 | 1124 | 1082 | 108.6
22 Residential utilities .. .......... 2.1 1173 | 1076 | 113.3 | 1082 | 117.2 | 1164 | 116.1 117.4 | 1217 | 1193 | 119.7 | 120.8 | 1164 | 1207
23 Equipment................... ... 17.2 | 149.1 1452 | 144.6 | 1449 | 1459 | 1470 | 1484 | 1483 | 1493 | 1505 | 150.2 | 1514 | 1523 | 1518
24 Business equipment ........... 13.2 | 171.8 | 1663 | 1659 | 1663 | 167.5 | 1694 | 171.2 | 171.2 | 172.6 | 1739 [ 1737 | 175.1 176.1 175.6
25 Information processing and related . . 54 | 2495 | 2209 | 223.0 | 2245 | 229.2 | 2369 | 2443 | 248.2 | 253.8 | 259.9 | 261.3 | 2665 | 269.6 | 273.2
26 Computer and office equipment . . 1.1 | 8456 | 657.8 | 677.5 | 703.1 | 736.1 | 773.0 | 8058 | 830.2 | 851.9 | 892.8 | 9269 | 957.0 | 977.1 | 9928
27 Industrial . ................. 4.0 | 1354 | 1386 | 137.0 | 135.8 | 135.2 | 136.0 | 1353 | 133.7 | 1354 | 133.6 | 133.9 | 1354 | 1352 | 1351
28 Transit............... 25 | 1265 | 1348 | 132.8 | 131.2 | 1295 | 1294 | 1289 | 128.2 | 1275 | 128.1 1240 | 121.6 | 1208 | 1154
29 Autos and trucks . ... 1.2 | 1315 | 131.0 | 1309 | 1289 | 1290 | 130.7 | 1312 | 132.2 | 131.2 | 1353 | 132.0 | 133.2 | 136.0 | 128.1
30 Other ...t 1.3 | 1314 | 133.0 | 132.6 | 139.9 | 143.0 | 1357 | 134.0 | 1302 | 1238 | 1232 | 1264 | 1254 | 1288 | 1274
31 Defense and space equipment . 33 743 752 75.0 75.4 75.6 75.1 75.2 74.6 74.5 74.7 73.6 737 73.0 72.0
32 Oil and gas well drilling. ... .. .. .6 | 1067 | 105.2 99.8 97.4 | 100.8 972 99.8 | 100.1 | 102.0 | 107.1 | 1113 | 1157 | 121.3 | 1236
33 Manufactured homes ... ... ... ... 21 1557 | 1725 | 1733 | 169.2 | 1688 | 1647 | 1613 | 1589 | 1515 | 1513 | 1444 | 1426 | 1435 | 1415
34 Intermediate products, total 142 ] 1223 | 121.1 1214 | 121.3 | 1216 | 121.7 | 1223 | 1217 | 121.5 | 121.7 | 122.6 | 123.6 | 123.6 | 1244
35 Construction supplies .. ...... e 53 | 1335 | 1322 ) 1333 | 1325 | 131.7 | 131.3 | 1329 | 1326 | 1332 | 1329 | 1341 135.3 | 135.7 | 136.2
36 Business supplies ................... 89 | 1156 | 1145 | 1143 | 1147 | 1156 | 116.1 116.1 1153 | 1146 | 115.1 1158 | 1167 | 1164 | 1174
37 Materials ... 39.5 | 1547 | 1485 | 148.2 | 148.7 | 1503 [ 150.8 [ 151.7 | 153.1 1550 | 1546 | 1557 | 1568 | 158.0 | 159.2
38  Durable goods materials .. 20.8 | 1986 | 189.2 | 188.8 | 189.2 [ 1919 | 193.1 1943 | 197.2 | 2003 | 199.9 | 202.3 | 203.1 | 2059 | 2073
39 Durable consumer parts . 4.0 | 1509 | 1472 | 1454 | 1484 | 1499 | 147.7 | 1484 | 1505 | 1539 | 1472 | 1560 | 1543 | 1565 | 155.3
40 Equipment parts ....... 7.6 | 360.0 | 322.1 | 323.1 | 3244 | 3315 | 3405 | 345.0 | 3552 | 364.6 | 369.0 | 3714 | 377.0 | 3829 | 3903
41 Other................ 92 | 1311 131.2 | 130.8 | 129.8 | 1309 | 1304 | 1304 | 1306 | 131.1 131.6 | 131.2 | 1313 | 1327 | 1331
42 Basic metal materials . . 31 1217 | 1193 | 119.1 116.8 | 119.8 | 120.1 1199 | 1226 | 122.8 | 1233 | 1221 122.8 | 1256 | 126.0
43 Nondurable goods materials . 89 | 1142 | 1117 | 1113 | 1124 | 1127 | 1128 | 113.8 | 1142 | 1145 | 1144 | 1147 | 1165 | 117.2 | 1174
44 Textile materials . ........ 1.1 1009 | 101.8 96.5 | 1002 | 101.2 | 101.8 | 101.8 | 101.2 | 101.2 | 10L.1 1003 | 1022 | 1009 | 101.2
45 Paper materials .. . 1.8 | 1172 | 1144 | 116.1 1156 | 1163 | 1165 | 1153 | 117.7 | 1163 | 1163 | 1186 | 1185 | 120.1 119.8
46 Chemical materials 39 | 1166 | 1113 | 1116 | 1128 | 113.6 | 1142 | 1160 | 1169 | 117.7 | 1174 | 117.7 | 1199 | 121.1 | 1214
47 Other........... 2.1 113.5 114.6 113.4 1144 1133 1119 1142 112.0 113.0 113.2 112.5 1152 115.0 154
48  Energy materials . 9.7 | 102.0 | 101.6 | 101.8 | 101.7 | 1024 | 102.2 | 1022 | 101.6 | 1029 | 1023 | 101.8 | 102.6 | 101.6 | 1034
49 Primary energy ........ e 6.3 99.3 98.8 99.1 99.1 99.1 973 98.3 98.9 | 100.2 | 100.3 99.6 | 100.0 99.3 | 100.3
50 Converted fuel materials ............. 33 107.7 107.0 106.8 106.7 108.9 111.7 109.9 106.8 108.0 106.1 106.1 107.7 106.1 109.4
SPECIAL AGGREGATES
51 Total excluding autos and trucks ........... 97.1 137.1 133.7 | 1339 | 1344 | 1351 1354 | 136.1 1364 | 137.3 | 1374 | 138.0 | 1393 | 139.8 | 1406
52 Total excluding motor vehicles and parts . .. .. .. 95.1 1365 | 1332 | 1335 | 1339 | 134.6 | 1349 | 1356 | 1359 | 1367 | 137.1 137.2 | 1386 | 1392 | 140.0
53 Total excluding computer and office
CQUIPMENt .. ... 982 | 1312 | 128.7 | 1288 | 129.1 1295 | 129.7 | 130.2 | 130.6 | 131.2 | 1314 | 1315 | 1327 | 133.1 133.6
54 Consumer goods excluding autos and trucks . 274 | 1153 | 1134 | 1146 | 1155 [ 1151 114.8 | 114.8 | 1148 | 1150 | 1152 | 1152 | 117.0 | 1170 | 1175
55 Consumer goods excluding energy ......... 262 | 1174 | 1159 | 1167 | 118.0 | 1169 | 116.7 | 117.0 | 1172 | 1166 | 117.7 | 1171 119.0 | 1194 | 1194
56 Busi quip luding autos and
trucks ... 120 | 1764 | 1703 | 1699 | 1706 | 1719 | 173.8 | 1757 | 175.7 | 1774 | 1783 | 1785 | 1799 | 180.7 | 181.1
57 Business equipment excluding computer and
office equipment . ............ ... ... 12.1 1439 | 1437 | 1427 | 1424 | 142.6 | 1434 | 1442 | 143.6 | 1444 | 1446 | 143.6 | 144.1 1446 | 1438
58 Materials excluding energy 29.8 | 171.7 | 163.3 | 1629 | 163.6 | 1655 | 1663 | 1674 | 169.5 | 171.6 | 171.3 | 173.0 | 1742 | 1762 | 1772




2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value'—Continued

Selected Measures A45

1992 1998 1999
Group SIC pro- 1999
code por- avg.
tion Dec. Jan. Feb. Mar. Apr. May June July Aug. | Sept” | Octf Nov. | Dec?
Index (1992 = 100)
MAJOR INDUSTRIES
59 Totalindex ............... . 100.0 137.2 | 1338 | 1341 | 1345 | 1351 | 1355 136.2 | 136.6 | 1374 137.7| 138.1| 1394| 1399 1405
60 Manufacturing  ............. . 854 1423 | 1384 | 138.6 | 1393 | 139.7 | 1402 141.0 [ 1414 | 142.0| 1425 1429 1443 | 1452 1455
61  Primary processing . . .. 26.5 1232 | 1219 [ 1222 | 122.1 | 1224 | 1222 1225 | 1227 1233 1234 123.6| 1246| 1253 1257
62 Advanced processing 58.8 151.8 | 147.2 | 1472 | 1484 | 1488 | 1496 1507 | 151.2| 151.8| 1526 153.1 1547 155.6| 1559
63  Durablegoods............. . 45.0 172.8 | 166.2 | 166.3 | 1668 | 168.1 | 169.4 1708 | 1722 1738 | 1744 1750]| 1764| 1777 1779
64 Lumber and products . 24 20 1217 | 1225 | 1226 | 1223 | 1217 | 1215 1239 | 1222 1215| 1202 1197 1204 1209| 1216
65 Furniture and fixtures 25 14 125.8 | 1233 | 1227 | 1246 | 1258 | 1238 1244 | 1244 1257 1264 1279| 1276| 1279| 1286
66 Stone, clay, and glass
2.1 1304 | 131.8 [ 133.1 | 1322 | 1308 | 12838 1285 1278 | 1293 1302 129.6| 131.6| 1322] 1321
67 31 1265 | 1225 [ 1229 | 120.1 | 1240 | 1239 1239 | 1274 1280 1296| 1283 1283 1312| 1313
68 1.7 1229 [ 1165 | 1181 | 1146 | 1181 | 1194 120.1 | 1245 | 1262 1276 1259 1244 1299 129.7
69 1 1133 | 1027 | 106.8 | 1068 | 108.3 | 109.3 1114 1107 1111 1159 1124| 121.8| 124.0] 1236
70 1.4 130.8 | 130.0 | 1289 | 1270 | 1314 | 1294 1286 130.8| 130.2| 132.1 131.4| 1332 1329| 1334
7 Fabricated metal products . 34 5.0 128.8 | 129.8 | 129.0 | 1284 | 1285 | 1280 127.2| 1283 128.6| 1285| 1284| 129.0| 1301 130.3
2 Industrial machinery and
equipment .......... 35 8.0 2305 | 216.6 | 2175 | 221.7 | 2246 | 2270 2284 | 2282 230.0| 2314| 2355( 2390( 2405| 2416
73 Computer and office
equipment .......... 357 1.8 [1,069.6 | 832.2 | 868.1 | 907.1 | 947.6 | 987.5 (1,021.6 |1,048.2 | 1,075.1 | 1,123.7| 1,167.5| 1,206.7 | 1,233.0| 1,254.9
74 Electrical machinery. ... ... 36 73 389.6 | 344.8 | 346.7 | 347.5 | 354.0 | 366.4 3733 | 3842 399.2| 4013 402.1( 4109( 417.7| 4254
75 Transportation equipment . . . 37 9.5 1223 | 1239 | 1227 | 1232 | 122.6 | 1221 1228 | 1235 1229 1229 1231 122.1( 121.8| 1189
76 Motor vehicles and parts . 371 4.9 151.0 | 147.1 1465 | 147.8 | 148.1 148.4 150.6 | 1529 152.2| 1522| 1556| 1556| 156.4| 1520
7 Autos and light trucks . 371PT 2.6 137.8 | 136.4 | 136.5 | 1350 | 1340 | 1357 1383 | 1420 1358| 146.8| 1394 1407| 141.0| 1351
78 Aerospace and
miscellaneous
transportation
equipment . ... ... 372-6,9 4.6 94.6 | 101.2 99.4 99.3 97.9 96.5 96.0 95.2 94.7 94.7 922 90.2 88.8 875
79 Instruments .. 38 54 1165 | 112.8 | 1133 | 1129 | 113.7 | 1151 1ne7 | 1170 117.2| 1177 117.2 1186( 119.0] 1192
80 Miscellaneous .. ......... 39 1.3 124.6 | 120.8 | 120.6 | 121.8 | 1229 | 1242 1255 1245 1252 1252 1251 1250| 1247| 1256
81 Nondurable goods .......... 404 1118 | 111 L3 | 1123 | 111.8 | 1115 1119 | 1113 111.0| 11L5| 111.8( 1i3.1[ 113.6] 1140
82 Foods ........ 20 9.4 1103 | 1103 | 111.0 | 1114 | 1109 | 110.6 1106 | 1100 1089 | 1089 109.6( 1106 111.3| 1114
83 Tobacco products.. . . . 21 1.6 948 | 91.1 94.8 99.2 95.4 94.1 95.4 U5 96.0 94.8 90.9 93.6 96.1 97.9
84 Textile mill product 22 1.8 1112 | 1064 | 108.0 | 1105 | 110.1 | 1114 1109 | 1108 | 1123 1117 1108( 1140 1123| 1118
85 Apparel products . ........ 23 2.2 90.8 | 932 923 922 91.8 924 91.2 90.7 89.8 89.2 89.0 89.6 89.5 89.5
86 Paper and products .. .. ... 26 36 1163 | 1149 | 1157 | 1159 | 1159 | 115.0 1146 | 1157| 1150 1158 1172 1180( 1185]| 1183
87 Printing and publishing . .. 27 6.7 1045 | 1053 | 1043 | 1043 | 103.7 | 104.2 104.1 1035 | 1028 | 103.6( 1046| 1064| 1060| 106.0
88 Chemicals and products . . . . 28 9.9 117.1 | 1147 | 1145 | 116.6 | 1168 | 1156 117.0 | 1163 | 1158 117.7| 1174( 119.1 1207| 1212
89 Petroleum products 29 14 1145 | 1148 [ 1172 | 117.0 | 1149 | 1146 1142 | 1134 1151 114.1 114.6| 1146( 1125 1134
90 Rubber and plastic products . 30 35 137.6 | 1356 | 1354 | 1356 | 1358 | 136.2 1374 | 1364 | 138.0| 137.6| 1393 1388| 139.3| 1406
91 Leather and products . ... .. 31 3 70.1 732 71.9 715 713 70.6 70.9 713 69.1 70.2 69.5 68.7 68.3 67.3
92 Mining . ................... 6.9 98.1 | 98.1 98.0 974 97.5 96.7 974 97.1 97.8 98.5 98.3 99.3 99.8] 100.2
93 Metal 10 5 97.2 | 106.6 | 1029 | 101.3 98.5 | 100.5 100.2 98.9 96.2 93.0 914 925 95.4 96.7
94 Coal............. 12 1.0 108.1 | 109.2 | 107.7 | 108.9 | 1039 | 107.3 106.1 | 107.0 | 1100 110.7]| 1094| 108.8] 110.0| 108.5
95  Oil and gas extraction . .. .... 13 4.8 925 | 915 91.2 90.7 92.1 90.8 91.8 914 923 932 93.0 94.0 942 95.3
96 Stone and earth minerals . . . . . 14 .6 1251 | 1241 1294 | 127.1 | 126.6 | 121.8 1239 | 1233 | 1205 12301 1255( 1282| 1285| 1255
.. 7.7 1168 | 1125 | 1145 | 1126 | 1168 | 1163 1161 | 1174 | 1198 | 117.8| 117.7| 1186 1155 1195
.|491,493PT 6.2 119.2 | 1159 | 1158 | 1149 | 119.1 | 118.6 1184 | 119.6 | 122.6| 1200 119.8| 121.0] 1188 227
492,493PT 1.6 1069 | 975 | 108.8 | 1025 | 1064 | 1057 1058 | 107.5| 1074| 1082| 1085| 1079 100.5| 1049
SPECIAL AGGREGATES
100 Manufacturing excluding motor
vehicles and parts ........ R 80.5 1417 | 138.0 | 1382 | 1389 | 1393 | 139.8 140.5 | 140.8 | 1414 | 142.0| 1423| 143.7| 144.6| 1452
101 Manufacturing excluding
computer and office
equipment ............. . 83.6 1353 | 1325 | 1324 | 133.0 | 1331 1334 134.1 1343 | 1348 1351 1353 1365 1372| 1374
102 Computers, communications
equipment, and
semiconductors . ... ...... . 59 7947 | 6564 | 665.0 | 676.0 | 700.3 | 731.6 | 7533 | 780.5 | 812.1 | 8304 | 843.0 | 864.0 | 8859 | 908.1
103 Manufacturing excluding
computers and
semiconductors . ......... R 81.1 121.6 | 1207 | 1206 | 121.1 | 121.0 | 1209 1213 | 1212 1213 1216 1217 1227 123.1] 1231
104 Manufacturing excluding
computers, communications
equipment, and
semiconductors . . ... ... .. . 79.5 1193 | 1187 | 1186 | 119.1 | 1189 | 1187 119.1 | 1189 | 118.9| 1191 1193 1202| 1206 1205
Gross value (billions of 1992 dollars, annual rates)
Major Markets
105 Products, total .. ............ . 2,001.9 |2,730.7 | 2,674.9 | 2,693.7 | 2,699.9 | 2,701.8 | 2,710.2 | 2,721.9 | 2,723.6| 2,726.1| 2,742.0| 2,740.2| 2,772.2| 2,768.1| 2,768.1
106 Final .................... . 1,552.1 |2,104.7 2,056.0 | 2,072.5 | 2,079.5 | 2,080.1 | 2,087.2  2.095.3 | 2,100.3| 2,102.8| 2,118.5( 2,112.5| 2,139.8| 2,136.3| 2,131.3
107 Consumer goods .. A 1.049.6 | 1,297.4 | 1,267.6 | 1,286.4 | 1,292.3 | 1,287.9 | 1,288.4 | 1,290.1 | 1,295.1| 1,292.4| 1,301.3| 1,297.0| 1,318.0| 1,309.6| 1,310.4
108  Equipment .. ... .. . 502.5 | 808.8 | 789.6( 787.0| 788.1| 7933 800.1| 806.7| 806.7| 8123 819.0| 8175 823.5 8288 8227
109 Intermediate ................ A 4499 | 6247 617.5| 6199| 619.1| 6204| 621.7| 6252 622.1| 6220 6224| 6264 631.2| 6306 6354

1. Data in this table appear in the Board’s G.17 (419) monthly statistical release. The data
are also available on the Board’s web site, http://www.federalreserve.gov/releases/gl7. The
latest historical revision of the industrial production index and the capacity utilization rates
was released in November 1999. The recent annual revision is described in an article in the
March 2000 issue of the Bulletin. For a description of the methods of estimating industrial
production and capacity utilization, see “Industrial Production and Capacity Utilization:

Historical Revision and Recent Developments,” Federal Reserve Bulletin, vol, 83 (February
1997), pp. 67-92, and the references cited therein. For details about the construction of
individual industrial production series, see “Industrial Production: 1989 Developments and
Historical Revision,” Federal Reserve Bulletin, vol. 76 (April 1990), pp. 187-204.

2. Standard industrial classification.
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2.14 HOUSING AND CONSTRUCTION

Monthly figures at seasonally adjusted annual rates except as noted

1999
Ttem 1996 1997 1998
Feb. Mar. Apr. May June July Aug. Sept.” Oct. Nov.
Private residential real estate activity (thousands of units except as noted)
NEW UNITS
I Permits authorized ................. 1,426 1,441 1,612° 1,738 1,654 1,572 1,591 1,641 1,641 1,619 1,506 1,594 1,612
2 One-family ....... 1,070 1,062 1,188 1,306 1,242 1,214 1,243 1,241 1,247 1,210 1,171 1,178 1,200
3 Two-family or more . 356 379 4257 432 412 358 348 400 394 409 335 416 412
4 Started . ... 1,477 1,474 1.617 1,752 1,746 1,577 1,668 1,607 1,680 1,655 1,637 1,642 1,598
5  One-family ........ 1,161 1,134 1,271 1,380 1,394 1,260 1,389 1,305 1,332 1,289 1,295 1,339 1,299
6 Two-family or more 316 340 346 372 352 317 279 302 348 366 342 303 299
7 Under construction at end of periodl A 819 834 935 1,032 1,036 1.031 1,029 1,017 1,021 1,026 1,021 1,017 1,020
8 Onefamily ............. ....... 584 570 638 712 714 708 708 702 704 704 701 703 707
9  Two-family or more . o 235 264 297 320 322 323 321 315 317 322 320 314 313
10 Completed ... .. . 1,406 1,406 1,473 1,528 1,700 1,633 1,650 1,674 1,609 1,594 1.668 1,624 1,617
11 Ome-family .................... 1,123 1,120 1,158 1,246 1,357 1,324 1334 1,346 1,263 1,267 1,321 1,288 1,306
12 Two-family or more . e 283 285 315 282 343 309 316 328 346 327 347 336 311
13 Mobile homes shipped .............. 362° 354 3747 381 383 368 365 355 336 340 320 321 316
Merchant builder activity in
one-family units
14 Number sold ...................... 757 804 886 909 885 952 914 932 929 912" 854 931 865
15 Number for sale at end of period’ ... .. 326 287 300 297 300 300 304 306 305 307 309 312 316
Price of units sold (thousands
of dollars)
16 Median .......................... 140.0 146.0 152.5 159.9 155.0 160.0 154.8 158.3 157.9 154.9 160.1 159.0 167.4
17 Average ..................oinn. 166.4 176.2 181.9 191.4 18%.4 191.4 188.2 1934 188.8 193.3" 1939 201.3 209.7
EXISTING UNITS (one-family)
18 Numbersold ................. ... 4,196 4,381 4970 5,140 5.420 5,250 5,000 5,630 5.400 5,240 5,130 4,800 5,130

Price of units sold (thousands

of dollars)”
16 Median 1158 121.8 128.4 128.1
20 Average .. 141.8 150.5 159.1 159.6

129.6 1307 132.8 136.9 136.0 1374 1344 1325 1332
162.3 163.8 167.4 174.2 1719 1743 170.2 167.2 168.9

Value of new construction (millions of dollars)3

CONSTRUCTION

21 Total putinplace ................ 581,920 | 617,877 | 664,451 | 710,657

22 Private ... 447,593 | 474,842 | 518,987 | 548,682
23 Residential . . .| 255,577 | 265,908 | 293,569 | 318,483
24 Nonresidential 192,017 | 208,933 | 225,418 | 230,199

25 Industrial buildings . .. 32,644 | 31355 | 32,308 | 28,967
26 Commercial buildings . ..o 75829 | 86,190 | 95,252 | 102,802
27 Other buildings ........ . 30,648 37,198 39,438 40,449
28 Public utilities and other ........ 52,896 54,190 58,421 57,981
29 Public ......... . ..ol 134,326 | 143,035 | 145464 | 161,975
30 Military .. 2,604 2,559 2,588 2,636
31 Highway . 39.883 44,295 45,067 54,880
32 Conservation and development ... .. 5.827 5,576 5,487 6,271
33 Other .. . ... ... L 86,012 90,605 92,322 98,188

715,396 | 704,582 | 698,461 | 698,852 | 701,961" | 698,439" | 698,168 | 701,933 | 716,042

555,362 | 547,885 | 546,880 | 546,931 | 545,992° | 541,793" | 540,939 | 543,796 | 550,546
323,133 | 322,213 | 321,803 | 320,913 | 320,350° | 319,656" | 320,048 | 322,658 | 325,737
232,229 | 225,672 | 225,077 | 226,018 | 225,642" | 222,137" | 220,891 | 221,138 | 224,809
29,052 26,217 24,975 25465 | 26246 25,703" | 25,566 25,268 25,887
103,983 | 102,180 | 104,134 | 104,457 | 103,355" | 102,407" | 102,728 | 102,454 | 105,023
39,840 39,737 38,876 38,592 | 38412° | 37,791" | 37,727 38,436 38,173
59,354 57,538 57.092 57,504 | 57,629" | 56,236" | 54,870 54.980 55,726

160,033 | 156,697 | 151,581 | 151,921 | 155,969 | 156,646" | 157,229 | 158,137 | 165496
2,223 2,268 2,128 2,137 2,275 1,682° 1,947 2,092 1,961
53,099 50,897 48,542 45.518 47,8227 | 48,182 49,031 46,988 53,051
6.194 6,016 5,101 5,845 5,820 6.598" 6.268 6,305 6,867
98,517 97,516 | 95810 | 98,421 | 100,052 | 100,184" | 99,983 | 102,752 | 103,617

1. Not at annual rates.

2. Not seasonally adjusted.

3. Recent data on value of new construction may not be strictly comparable with data for
previous periods because of changes by the Bureau of the Census in its estimating techniques.
For a description of these changes, see Construction Reports (C-30-76-5), issued by the
Census Bureau in July 1976.

SOURCE. Bureau of the Census estimates for all series except (1) mobile homes, which are
private, domestic shipments as reported by the Manufactured Housing Institute and season-
ally adjusted by the Census Bureau, and (2) sales and prices of existing units, which are
published by the National Association of Realtors. All back and current figures are available
from the originating agency. Permit authorizations are those reported 1o the Census Bureau
from 19,000 junsdictions beginning in 1994.
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2.15 CONSUMER AND PRODUCER PRICES
Percentage changes based on seasonally adjusted data except as noted
Change from 12 Change from 3 months earher .
months earlier (annual rate) Change from 1 month earlier
Index
level,
ltem 1999 1999 Dec.
1998 1999 1999
Dec. Dec.
Mar. June Sept. Dec. Aug. Sept. Oct. Nov. Dec.
CONSUMER PRICES?
(1982-84=100)
1 Alitems . ... 1.6 27 15 2.9 4.2 2.2 3 4 2 1 2 168.3
2Food .. ...l 2.3 1.9 1.7 1.7 25 2.0 2 2 2 1 1 165.4
3 Energyitems .. ............... -88 13.4 58 142 294 52 27 17 -1 .0 14 112.2
4 All items less food and energy 24 1.9 9 2.3 25 2.0 1 3 2 2 1 178.2
5 Commodities ............... . . 1.3 2 -3.0 2.0 25 -8 —.1 7 .1 -2 -1 144.2
6 Services ........................ . 3.0 2.7 2.7 2.5 2.3 33 2 2 A 4 2 1977
PRODUCER PRICES
(1982=100)
7 Finished goods .................... .. ... 0 30 6 28 7.1 1.5 1.0° —.1 2 3 135.0
8  Consumer foods .. Bt 9 2.1 0 24 -9 20 1.0 -7 1 4 135.7
9  Consumer energy .... -11.7 18.4 57 232 424 6.8 37 2.3° -1.0 1.4 1.2 83.8
10 Other consumer goods ... .. .. 42 12 -13 8 38 1.6 0 9 3 .1 1 153.4
11 Capital equipment ..................... 0 3 -6 -3 .6 L5 —.1" 3 3 -1 1 1383
Intermediate materials
12 Bxcluding foods and feeds . ................ 3.0 43 3 6.1 6.6 42 5 3 3 3 4 126.5
13 Excluding energy ............... ... ~1.6 19 -9 31 27 27 2 1 4 1 2 134.6
Crude materials
14 Foods .. -110 —.2 4.1 -8 12 -28 35 1.3 =1 1.0 -16 96.8
15 Energy . . ..| —238 386 —21.1 163.8 1219 ~-20.0 8.6" 7.8" ~4.8 8.8 -87 89.0
16 Other .. ... i -160 136 9 8.6 26.6 19.6 19 2.2 2.4 3 1.8 1455

1. Not seasonally adjusted.

2. Figures for consumer prices are for all urban consumers and reflect a rental-equivalence

measure of homeownership.

SOURCE. U.S. Department of Labor, Burean of Labor Statistics.
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2.

16 GROSS DOMESTIC PRODUCT AND INCOME

Billions of current dollars except as noted; quarterly data at seasonally adjusted annual rates

1998 1999
Account 1996 1997 1698
Q3 Q4 Q1 Q2 Q3
GROSS DOMESTIC PRODUCT

TTotal ... s 7,813.2 8,300.8 8,759.9 8,797.9 8,947.6 9,072.7 9,146.2 9,297.8

By source
2 Personal consumption expenditures 5,237.5 5,524.4 5,848.6 5,889.6 5973.7 6,090.8 6,200.8 6,303.7
3 Durable goods ................ 616.5 642.9 698.2 696.9 722.8 739.0 751.6 761.8
4 Nondurable goods . . 1,574.1 1,641.7 1.708.9 1,716.6 1,742.9 1,787.8 1,824.8 1,853.9
5 SEIVICES ... e e 3.047.0 32398 34418 3,476.1 3,508.0 3,564.0 36243 3.688.0
6 Gross private domestic investment .. ............. . ... 1,242.7 1,383.7 15312 1,535.3 1,580.3 1,594.3 1.585.4 1.635.0
7 Fixed investment ....... .... .. N 1.2427 13154 1.460.0 14617 1,508.9 1,543.3 1,567.8 1,594.2
8 Nonresidential . . P 8994 986.1 1,091.3 1,087.2 1,1214 1,139.9 1,155.4 1,181.6
9 Structures .............. .. N 225.0 254.1 272.8 2717 278.0 274.7 272.5 272.1
10 Producers’ durable equipment .......... ... ... . .. 674.4 732.1 818.5 815.4 843.4 865.2 882.9 909.5
1 Residential structures ......... . .. ... ..o oo 3133 3292 368.7 374.5 3875 403.4 4124 412.7
12 Change in business inventories ....... ... ... .. ... ... ... 30.0 68.3 712 73.7 714 51.0 17.6 40.8
13 Nonfarm ... . 22.2 65.6 706 74.7 56.2 40.9 12.8 40.1
14 Net exports of goods and services ............. .. .. i —89.0 —88.3 —149.6 —165.7 —161.2 —201.6 —245.8 —278.2
15 Exports ...............o. ... . 874.2 968.0 966.3 949.1 981.8 966.9 978.2 1,008.5
16 IMPOIS . ..vvt it e 963.1 1,056.3 1,1159 1,114.8 1,143.1 1,168.5 1,224.0 1,286.6
17 Government consumption expenditures and gross investment 1,421.9 1,481.0 1,529.7 1,538.7 1,554.8 1.589.1 1.605.9 1,637.2
18 Federal ............ ... ... ... s 531.6 537.8 538.7 539.7 546.7 557.4 561.6 569.8
19 Stateand local ......... ... .. 8904 943.2 991.0 999.0 1,008.1 1,031.8 1,044.3 1,067.4

By major type of product
20 Final sales. total .. 7,783.2 8,2324 8.688.7 8,724.2 8,876.2 9,021.6 9,128.6 9,257.0
21 Goods ........ 29213 3,074.1 3.2139.1 32319 3,3184 3,365.6 3.406.6 3,453.2
22 Durable . . .. 1,331.9 14248 1,528.9 1,519.9 1,571.4 1,584.3 1,601.7 1,631.1
23 Nondurable . 1,589.4 1,649.3 17103 1,712.1 1,747.0 1,781.3 1,804.9 1,822.2
24 Services ..... 4,1910 44347 4.664.6 4,700.4 4,7479 4,820.7 4,885.5 4,963.7
25 SHUCIIES ..ottt 670.9 7237 785.1 7919 809.9 835.3 836.5 840.1
26 Change in business inventores . . .. 30.0 68.3 71.2 737 71.4 51.0 17.6 408
27 Durable goods ............ - . 19.1 35.6 39.0 39.8 38.6 24.1 6.3 23.0
28 Nondurable goods ............... ... Lol 109 328 323 339 328 270 11.4 17.8

MEMO
29 Total GDP in chained 1992 dollars ............................ 7,813.2 8,165.1 8,516.3 8,536.0 8,659.2 8,737.9 8,778.6 8,900.6

NATIONAL INCOME

30 Total . ... e 6,210.2 6,634.9 7,036.4 7,087.1 7,193.8 7,334.5 7,423.1 7,5221
31 Compensation of employees . .............c oot 4,395.6 4,675.7 5011.2 5,053.6 5,134.7 5,217.7 5,287.1 5,373.6
32 Wages and salaries ................. ... 3,630.1 3,884.7 4,189.5 42279 4,300.8 4,371.5 44326 4,509.4
33 Government and government enterprises 641.0 664.4 692.8 696.7 702.8 715.8 721.3 730.3
34 Other ........ ... i 2,989.1 3,220.3 3.496.7 35312 3,598.0 3,655.7 3.711.3 3,779.1
35  Supplement to wages and salaries 765.4 791.0 821.7 8257 8339 846.2 854.5 864.2
36 Employer contributions for social insurance .. 2754 290.t 306.0 308.1 3118 318.3 3215 3257
37 Other labor income ................. ... ..o 490.0 5009 515.7 517.7 5221 5280 5330 538.5
38 Proprietors’ income’ L. 5447 578.6 606.1 606.4 637.1 6399 655.3 654.0
39 Business and [:imfessicmall P . . . .. 510.5 549.1 581.0 583.6 596.0 607.5 621.2 633.0
A0 Famm' s 343 295 25.1 229 41.1 325 341 21.0
41 Rental 1INcOME OF PEISONS® ... evvvrvnr oot oe et eeieinns 129.7 130.2 1374 1393 147.0 148.6 148.8 139.0
42 Corporate proﬁtsl ........................................... 753.9 837.9 846.1 843.8 834.3 882.0 8755 879.2
43 Profits before tax’ 726.3 795.9 781.9 780.1 766.7 818.1 8358 853.8
44 Inventory valuation adjustment . . . 31 7.4 20.9 19.8 20.8 133 —13.6 —26.7
45  Capital consumption adjustment ................. ... .. ... 24.4 346 433 439 46.9 50.6 532 521
46 NEUINLEIESt . .. ..ot v ettt e 386.3 4125 435.7 444.0 440.8 446.3 456.4 476.3

1. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

3. For after—tax profits, dividends. and the like, see table 1.48.

SOURCE. U.S. Department of Commerce, Survey of Current Business.
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2.17 PERSONAL INCOME AND SAVING
Billions of current dollars except as noted; quarterly data at seasonally adjusted annual rates
1998 1999
Account 1996 1997 1998
Q3 Q4 Ql Q2 Q3
PERSONAL INCOME AND SAVING
1 Total personal income ........... ... ........ ... .. 6,547.4 6,951.1 7,358.9 7,413.6 7,530.8 7,630.2 7,732.6 7,831.4
2 Wage and salary disbursements .................... ... ... . 3,626.5 3,888.9 4,186.0 42244 4,297.3 4,371.5 44326 4,509.4
3 Commodity-producing industries . 908.2 975.5 1,038.7 1,045.6 1,056.6 1,062.9 1,075.1 1,090.2
4 Manufacturing 673.7 718.8 757.5 762.3 765.6 767.0 774.8 786.4
5  Distributive industries .. . 822.4 879.1 944.6 953.5 969.9 986.3 997.6 1,013.4
6 Service industries .................... . .. 1,254.9 1,369.8 1,509.9 1,528.6 1,568.0 1.606.6 1,638.5 1.675.5
7 Government and government enterprises ....................... 641.0 664. 692.8 696.7 702.8 715.8 721.3 7303
8 Other labor income ........ ... 490.0 500.9 515.7 517.7 522.1 528.0 533.0 538.5
9 Proprietors’ income’ ....... 544.7 578.6 606.1 606.4 637.1 639.9 655.3 654.0
10 Business and pmfessionall 510.5 549.1 581.0 583.6 596.0 607.5 621.2 633.0
11 Fam' ... ... ......... 343 29.5 25.1 22.9 41.1 325 34.1 21.0
12 Rental income of persons® 129.7 130.2 1374 139.3 147.0 148.6 148.8 139.0
13 Dividends ....... ...... 2974 3334 3483 348.0 3519 356.1 361.2 367.0
14 Personal interest income 810.6 854.9 897.8 909.3 906.4 907.4 920.5 938.8
15 Transfer payments . 928.8 962.4 983.6 986.5 991.0 1.007.8 1,013.6 1,021.3
16  Old-age survivors, disability, and health insurance benefits ....... 537.6 565.8 578.1 579.6 581.1 5889 593.0 599.0
17 LESS: Personal contributions for social insurance ............... 280.4 298.1 3159 3180 3220 3289 3323 336.7
18 EQUALS: Personal ifCome ... .. ......iiitnieennernnaannnnnns 6,547.4 6,951.1 7,358.9 7.413.6 7,530.8 7,630.2 1,732.6 7,831.4
19 LESS: Personal tax and nontax payments .................. .... 869.7 968.3 1,072.6 1,088.3 1,113.0 1,124.8 1,1394 1,160.4
20 EQUALS. Disposable personal income ... 5,677.7 5.982.8 6,286.2 6,325.3 6,417.8 6,505.4 6,593.2 6,671.0
21 LESS Personal outlays ........... ... .. it . 5,405.6 57117 6,056.6 6,100.5 6,190.3 6,310.3 6,425.2 6,531.5
22 EQUALS: Personal saving ......... ... .. ... v 272.1 271.1 229.7 2248 2275 195.1 168.0 1395
MEMO
Per capita (chained 1992 dollars)
23 Gross domestic product ........ ... 29,428.1" 30,466.7" 31,471.8" 31,509.7" 31,882.1° 32,112.7° 32,179.8° 32,543.4°
24 Personal consumption expenditures . . . 19,726.9 20,275.2° 21,059.2" 21,154.4" 21,339.3° 21,640.6 21,854.1 22,059.5°
25 Disposable personal income  .......... ... .o i L 21,385.0 21,954.0 22,636.0 22,715.0 22,9240 23,110.0 23,239.0 23,3430
26 Saving rate (DErcent) ...l . 48 45 37 3.6 3.5 30 25 2.1
GROSS SAVING
27 Grosssaving ................. il 1,349.3 1,521.3 1,646.0 1,664.1 1,685.4 1,727.8 1,709.5 1,735.6
28 Gross private SaViNg ... ...ttt 1,290.4 1,362.0 1,371.2 1,367.7 1,382.3 1,389.4 1,359.3 1,355.7
29 Personal SaVING . ... ...ttt 272.1 271.1 229.7 224.8 2275 195.1 168.0 139.5
30 Undistributed corporate pmﬁls1 ........... 2325 2659 257.2 251.1 246.5 277.6 259.5 2524
31 Corporate inventory valuation adjustment 31 74 20.9 198 20.8 13.3 —13.6 -26.7
Capital consumption allowances
32 COMPOTALE ..\ttt et ae ettt e 543.6 579.4 619.2 625.0 637.1 6458 657.2 676.5
33 NONCOMPOIALE . ...t vvir it et e iteaiaae e aenes 2385 249.8 261.5 263.3 267.7 271.0 274.6 287.2
34 Gross government Saving . .. .. ...... ...t 58.9 159.3 274.8 296.4 303.0 3383 350.2 3799
35 Federal ................... —51.5 377 1343 147.1 147.8 187.2 208.3 225.1
36 Consumption of fixed capital ................ 85.3 86.6 874 87.5 88.1 89.6 90.2 91.2
37 Current surplus or deficit (—), national accounts. -136.8 ~48.8 46.9 59.6 59.7 97.6 118.1 133.8
38 Stateandlocal ................ ...l 110.4 121.5 140.5 149.3 155.2 151.1 141.9 154.8
39 Consumption of fixed capital ................ . 88.9 94.0 98.8 99.4 101.1 102.4 104.3 106.0
40 Current surplus or deficit (—), national accounts. . .............. 214 275 41.7 49.9 542 487 376 489
41 Grossinvestment ............... ... ... ... ... Lo 1,382.1 1,518.1 1,598.4 1,576.2 1,623.0 1,628.4 1,574.0 1,594.4
42 Gross private domestic Investment . ............cooeeiaai 1,242.7 1,383.7 1,531.2 1,535.3 1,580.3 1.594.3 1,585.4 1,635.0
43 Gross government investment . 250.2 258.1 268.7 2735 272.6 289.8 292.2 295.7
44 Net foreign investment . .......... ...t —-110.7 —123.7 —201.5 —232.6 —229.9 —2557 —303.7 —336.3
45 Statistical discrepancy ............. ... ... 328 -3.2 -47.6 -~87.9 -62.4 ~99.4 —135.5 -141.2

1. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

SOURCE. U.S. Department of Commerce, Survey of Current Business.
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3.10 U.S. INTERNATIONAL TRANSACTIONS Summary

Millions of dollars; quarterly data seasonally adjusted except as noted’

1998 1999
Item credits or debits 1996 1997 1998
Q3 Q4 0l Q2 Q3
1 Balance on current aCCOUNL ... ... .vevenrnn e eiineeennn, —129,295 —143,465 —220,562 —63.476 ~61,669 —68,654 —80,909 —89,949
2 Balance on goods and services .. —104,318 ~104,730 —164,282 —45,724 —43,262 —53,974 —65,085 ~73,825
3 Exports ................. 849,806 938,543 933,907 229,284 236,904 231,904 234,512 242,626
4 Imports .. —954,124 —1,043,273 | ~1,098,189 —275,008 —280,166 —285878 —299,597 —316,451
5 Income, net 17,210 3.231 —12,205 -6,965 —4,933 —4,340 —4,612 —4.920
6 Investment, net . . 21,754 8,185 —6,956 —5,637 —3,571 —2.946 —-3,225 -3,520
7 Direct ...... . . 67,746 69.220 59,405 11,834 14,558 14,834 13,990 15,657
8 Portfolio ................. .. . . —45,992 ~61,035 —66,361 —17.47] —18,129 —17,780 —17,215 -19,177
9 Compensation of employees .. . —4,544 ~4,954 —5,249 —1,328 —1,362 —-1,394 —1,387 -1,400
10 Unilateral current transfers, net ................. ... ........ —42,187 —41,966 —44,075 —10.787 —13,474 —10,340 -11,212 -11,204
11 Change m U.S. government assets other than official
reserve assets, net (INCrease, —) ...........ooveeeuinno..n —989 68 -429 185 -50 119 -392 -673
12 Change in U.S. official reserve assets (increase, —) .. ... I 6,668 —-1,010 —6,784 -2,026 -2,369 4,068 1,159 1,950
13 Gold ... oo . 0 0 0 0 0 0 0 0
14 Special drawing rights (SDRs) ........ . .. ... ... .. ..., 370 —350 —149 188 —227 563 —190 - 185
15 Reserve position in International Monetary Fund . o ~1,280 —3,575 —5,118 -2,078 —1,924 k] 1,413 2,268
16 Foreign COITENCIES . .........ooiviiii i o 7,578 2.915 —-1.517 —136 -218 3,502 —64 —-133
17 Change in U.S. private assets abroad (increase, —=) ........ ..... —386,441 —464.354 —285,605 -60,256 —48,188 —19,335 — 155,480 -102,760
18  Bank-reported claims® ... ... . —91,555 ~-144.822 —24918 —33,344 37,192 21771 —42,519 384
19 Nonbank-reported claims —86,333 ~120,403 —25,041 —20,320 16,202 —13,853 —16,816 -32,098
20  U.S. purchases of foreign securities, net .| —115,859 —89,174 -102,817 14,994 —70,809 8,132 —64,579 -26,511
21 US. direct investments abroad, net ......................... —92,694 -109,955 -132,829 —21,586 -30,773 —-41,385 —31,566 -44.535
22 Change in foreign official assets in United States (increase, +) ......... 127,390 18,119 —21,684 —46,489 24,352 4,708 -628 12,106
23 US. Treasury securifies .......................... . 115,671 —6.690 —9,957 —32,811 31,836 800 —6,708 12,880
24 Other U.S. government obligatiogs . R . 5,008 4529 6,332 1,906 1,562 5993 5,792 1,932
25  Other U.S. government liabilities® =316 —1.798 -3,113 —224 ~1,054 -1,594 —647 -1,163
26 Other U.S. liabilities reported by U.S. banks® . 5,704 22.286 —11,469 12,866 —7,133 —589 1,437 —-1,832
27  Other foreign official assets® ... .......................... 1,323 —208 3477 —2,494 -859 98 -502 289
28 Change in foreign private assets i United States (increase, +) ......... 447457 733.542 524,321 140,036 125,453 84,152 274,899 195,047
29  US. bank-reported liabilities™ ..................... . 16,478 149,026 40,731 77,313 —21,811 —14,184 34,938 30,965
30  U.S. nonbank-reported liabilities ............. 39,404 107,779 9,412 11.875 —-53,210 20,188 8,871 12,136
31  Foreign private purchases of U.S. Treasury securities, net . . 154,996 146,433 46,155 —1,438 24,391 —8,781 —5,407 9,713
32 US.cumrency flows . ........ ... 17,362 24,782 16,622 7277 6,250 2.440 3,057 4.697
33 Foreign purchases of other U.S. securities, net . ... P 130,240 196,258 218,026 20,103 49,328 61,540 79,067 93,062
34 Foreign direct investments in United States, net  ...... ... ... 88,977 109.264 193,375 24,906 120,505 22,949 154,373 44,474
35 Capital account transactions, net® 672 292 617 148 166 166 178 166
36 Discrepancy ................ . —65,462 —-143.192 10,126 31,878 ~37.695 —5,224 —38,827 —15,887
37  Due to seasonal adjustment . . e - ce -10,582 4,144 5,264 276 —10,209
38  Before seasonal adjustment —65,462 -143.192 10,126 42,460 —41,839 -10,488 —39,103 —5,678
MEMO
Changes in official assets
39 U.S. official reserve assets (InCrease, —) . .......vuveiunnenonn.. 6,668 —1,010 —6,784 ~-2,026 —2,369 4,068 1,159 1,950
40 Foreign official assets in United States, excluding line 25
(Increase, +) ... 127,706 19917 —18,571 —46.265 25,406 6,302 19 13,269
41 Change in Organization of Petroleum Exporting Countries official
assets in United States (part of Jine 22) ................... 14911 12,124 —11,499 ~11.642 2,057 2,058 1,966 -1,047
1. Seasonal factors are not calculated for lines 11-16, 18-20, 22-35, and 38-41. corporations and state and Jocal governments.
2. Reporting banks included all types of depository institutions as well as some brokers 5. Consists of capital transfers (such as those of accompanying migrants entering or
and dealers. leaving the country and debt forgiveness) and the acquisition and disposal of nonproduced
3. Associated primarily with military sales contracts and other transactions arranged with nonfinancial assets.
or through foreign official agencies. SOURCE. U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current

4. Consists of investments in US. corporate stocks and in debt securities of private Business.



3.11 US. FOREIGN TRADE!

Millions of dollars; monthly data seasonally adjusted

Summary Statistics AS1

1999
Item 1996 1997 1998
May June July Aug. Sept. Oct. Nov.P
1 Goods and services. balance ............. —104,318 —104,731 —164,282 —21,390 —24,604 —24,886 —23,953 —24,152 —25,563 —26,503
2 Merchandise —191,270 —196,652 ~246,932 —27.899 -31,179 -31,422 —30,132 -30.211 -31,816 —32.445
3 Services ... 86,952 91.921 82,650 6,509 6,575 6.536 6,179 6,059 6,253 5.942
4 Goods and services, exports . .......... 849,806 938,543 933,907 77978 78,623 79.122 82,171 82,025 82,334 82,891
5 Merchandise . 612,057 679,715 670,246 55,121 55,472 55,890 56,139 58,934 58,927 59,543
6 Services .. . ..ol ool 237,749 258,828 263,661 22 857 23,151 23,232 23,032 23,091 23,407 23,348
7 Goods and services, imports ............. 954,124 | -1.043273 | —1,096,189 | —99,368 | —103227 | —104,008 | —106,124 | —106,177 | —107,897 | —~109,394
8 Merchandise ................ ...... —803,327 —~876,366 -917,178 —83,020 —86,651 -87,312 —89,271 —89,145 —90,743 —91,988
9 Services ... —150,797 —166,907 —181.011 —16.348 —16,576 -16,696 —16,853 —17,032 —17,154 —17,406

1. Data show monthly values consistent with quarterly figures in the U.S. balance of
payments accounts.

3.12 US. RESERVE ASSETS

Millions of dollars, end of period

SOURCE. FT900, U.S. Department of Commerce, Bureau of the Census and Bureau of
Economic Analysis.

1999 2000
Asset 1996 1997 1998
June July Aug. Sept. Oct. Nov. Dec. Jan?
1 Total ... . ............. . . ..., 75,090 69,954 81,755 71,689 73,305 72,649 73,414 73,2360 72,318 71,516 69,898
2 Gold stock, including Exchange
Stabilization Fund' .................. 11,049 11,050 11,041 11,046 11,048 11,046 11,047 11,049 11,049 11,089 11,048
3 Special drawing rightsz“ .................. 10,312 10.027 10,603 9,719 9.925 10,152 10,284 10,232 10,326 10,336 10,199
4 Reserve position in International Monetary
Fund® ... .. ...l 15,435 18,071 24,111 21,462 21,462 19,885 19,978 19,571 18,707 17,950 17,710
5 Foreign currencies® ......... . ......... 38,294 30.809 36,001 29,462 30,870 31,566 32,105 32,378 32,236 32,182 30,941

1. Gold held “‘under earmark™ at Federal Reserve Banks for foreign and international
accounts is not included in the gold stock of the United States; see table 3.13, line 3. Gold
stock is valued at $42.22 per fine troy ounce.

2. Special drawing rights (SDRs) are valued according to a technique adopted by the
International Monetary Fund (IMF) in July 1974. Values are based on a weighted average of
exchange rates for the currencies of member countries. From July 1974 through December
1980, sixteen currencies were used; since January 1981, five currencies have been used. U.S.

SDR holdings and reserve positions i the IMF also have been valued on this basis smce July
1974,

3. Includes allocations of SDRs by the International Monetary Fund on Jan. | of the year
indicated, as follows: 1970—$867 million: 1971—%$717 wullion; 1972—3%710 million; 1979—
$1,139 million; 1980—$1,152 million; 1981—$1,093 million; plus net transactions in SDRs.

4. Valued at current market exchange rates.

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS'

Millions of dollars, end of period

1999 2000
Asset 1996 1997 1998
June July Aug. Sept. Oct. Nov. Dec. Jan?
I Deposits ...... ... 167 457 167 409 257 166 243 189 501 71 82
Held in custody
2 U.S. Treasury securities® .. ............ .. 638,049 620,885 607,574 611,372 619,004 626.669 634,086 621,351 629,430 632,482 627,326
3 Earmarked gold® .. ...................... 11,197 10,763 10,343 10,329 10,329 10,271 10,155 10,114 10,015 9,933 9,866

I. Excludes deposits and U.S. Treasury securities held for international and regional
organizations.

2. Marketable U.S. Treasury bills, notes, and bonds and nonmarketable U.S. Treasury
securities, in each case measured at face (not market) value.

3. Held in foreign and international accounts and valued at $42.22 per fine troy ounce; not
included in the gold stock of the United States.
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3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of dollars, end of period

1999
Item 1997 1998
May June July Aug. Sept. Oct. Nov.P
PTotal' ... 776,505 759,933 760,410 765,708 773,494 782,505 778,681 782,881 780,767
By oype . .
2 Liabilities reported by banks in the United States™ .... ........... 135,384 125,878 124,270 126,180 125,873 126,220 124,148 124,509 124,197
3 U.S. Treasury bills and certificates” ......................... ... 148,301 134,177 136,199 138,518 147,492 153,499 152,457 154,582 153,465
U.S. Treasury bonds and notes
4 Marketable ......... ... 428,004 432,127 421,573 421,970 420,197 422,591 420,877 419,629 417,141
5 Nonmarketable® .. 5.994 6,074 6,143 5,982 6,022 6,060 6,098 6,139 6,177
6 US. securities other than US. Treasury securities’ 58.822 61,677 72,225 73,058 73,910 74,135 75,101 78,022 79,787
By area
7 Eumpe1 ................................................ 252,289 256,026 242,386 241,989 240,546 243,334 241,233 243,412 242,587
§Canada .................. 36,177 36,715 38,181 39,001 39,147 39,342 39,337 39,682 39,081
9 Latin America and Caribbean 96,942 79,498 81,075 76,828 77,832 75,339 74279 73,613 72,324
10 Asia ... L 400,144 400,641 411,739 421,282 430,050 438,300 437957 439,862 441,042
11 Africa ..... 9,981 10,059 9,326 8,378 8,376 8,119 8,215 7,847 7,153
12 Other cOuntries ...........c.oioiiiiiiiii it 7,058 3,080 3,789 4,316 3,629 4,157 3,746 4,551 4,666

1. Includes the Bank for International Settlements.

2. Principally demand deposits, time deposits, bankers acceptances, commercial paper,
negotiable time certificates of deposit, and borrowings under repurchase agreements.

3. Includes nonmarketable certificates of indebtedness and Treasury bills issued to official
institutions of foreign countries.

4. Excludes notes issued to foreign official nonreserve agencies. Includes current value of
zero-coupon Treasury bond issues to foreign governments as follows: Mexico, beginning
March 1988, 20-year maturity issue and beginning March 1990, 30-year maturity issue;

Venezuela, beginning December 1990, 30-year matunty issue; Argentina, beginming April
1993, 30-year maturity 1ssue.

5. Debt securities of U.S. government corporations and federally sponsored agencies, and
U.S. corporate stocks and bonds.

SOURCE. Based on U.S. Department of the Treasury data and on data reported to the
department by banks (including Federal Reserve Banks) and securities dealers in the United
States, and on the 1994 benchmark survey of foreign portfolio investment in the United
States.

3.16 LIABILITIES TO, AND CLAIMS ON, FOREIGNERS Reported by Banks in the United States’

Payable in Foreign Currencies

Millions of dollars, end of period

1998 1999
Item 1995 1996 1997

Dec. Mar. June Sept.
1 Banks’ liabilities ...................... ... ..ol 109,713 103,383 117,524 101,125 101,359 97,751 110,322
2 Banks’ claims . 74,016 66,018 83,038 78,152 80,642 67,864 77.946
3 Deposits ..... . 22,696 22,467 28,661 45,985 42,147 41,895 48,719
4 Otherclams .............. . 51,320 43,551 54,377 32,167 38,495 25,969 29,227
5 Claims of banks’ domestic CuSIOMErs? ... ............oveernr... 6,145 10,978 8,191 20,718 11,039 23,474 11,534

1. Data on claims exclude foreign currencies held by U.S. monetary authorities.

2. Assets owned by customers of the reporting bank located in the United States that
represent claims on foreigners held by reporting banks for the accounts of the domestic
customers.
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States'
Payable in U.S. dollars
Millions of dollars, end of period
1999
Item 1996 1997 1998
May June July Aug. Sept. Oct. Nov.P
BY HOLDER AND TYPE OF LIABILITY
1 Total, all foreigners . ........... ........... ... 1,162,148 | 1,283,027 | 1,347,771 | 1,352,678 | 1,382,649 | 1,339,888 | 1,385,468 | 1,378,674 | 1,373,962 | 1,420,839
2 Banks’ own liabilities ................... ... L 758,998 882,980 884,873 900,891 920,125 889,661 907,916 927,078" 931,629 977.736
3 Demand deposits . ... 27,034 31,344 29,556 32,184 36,322 43,183 44,940 44,594 39,451 42,388
4 Time deposits® 186,910 198,546 152,226 156,515 156,677 156,891 154,299 | 156,338" 162,159 168,222
S Other .......... 143,510 168,011 140,245 160,800 152,683 151,819 152,863 | 160,863 155,812 162,718
6 Own foreign offices* 401,544 485,079 562.846 551,392 574,443 537,768 555,814 565,283" 574,207 603,908
7 Banks' custodial liabilities® .. ... ... 403,150 400,047 462,898 451,787 462,524 450,227 471,552 451,596° 442,333 443,103
8  U.S. Treasury bills and certificates® 236,874 193,239 183,494 177.768 179,351 187,872 192,096 189,030 188,486 184,675
9 Other negotiable and readily transferable
instruments’ ... .. 72,011 93,641 141,699 124,100 123,246 121,567 132,405 131,726° 131,464 130,970
10 Other ...... ...t Ll 94,265 113,167 137.705 149,919 159927 140,788 153,051 130,840" 122,383 127,458
11 Nonmonetary international and regional organizations® . 13,972 11.690 11.883 14,067 17,987 18,463 18,268 18,646 17.883 14,033
12 Banks’ own liabilities . . ..... . 13,355 11,486 10,850 13.320 16,002 16,964 16,856 17,726 17,042 13,146
13 Demand deposits ..... ..... 29 16 172 25 49 66 31 21 187 70
14 Time _‘dt:posits2 5,784 5,466 5,793 5,840 7,231 7,380 6,419 7,370 8,772 7,675
15 Other’ ......... 7.542 6,004 4,885 7,455 8.722 9,518 10,406 10,335 8,083 5.401
16  Banks custodial liabilities® ................. .. ... 617 204 1,033 747 1,985 1,499 1412 920 841 887
17 U.S. Treasury bills and certificates® ........ ..... 352 69 636 616 956 953 896 661 628 658
18 Other negotiable and readily transferable
mstruments ... 265 133 397 131 1,029 533 516 259 213 229
19 Other ... ... .. ... . 0 2 0 Q 0 13 0 0 0 0
20 Official iNSHIUGHONS® . .. ...\ oeeeee e 312,019 283,685 260,055 260,469 264,698 273,365 279,719 276,605 279,091 277,662
21 Banks’ own liabilities .. 79,406 102,028 80,251 79,452 78,445 80,400 77,801 76,780 79,362 81,721
22 Demand deposits 1,511 2,314 3,003 2,789 2,952 2,652 2,537 2.932 2314 2,829
23 Time deposits 33,336 41,396 29.602 27,372 26,643 26,845 24,407 25,301 29,141 28,701
24 Other’ ... .. ... 44,559 58,318 47.646 49,291 48,850 50,903 50,857 48,547 47,907 50,191
25 Banks custodial liabilities® . .............. .. .... 232,613 181,657 179,804 181,017 186,253 192,965 201,918 | 199,825 199,729 195,941
26 U.S. Treasury bills and certificates® ....... ...... 198.921 148,301 134,177 136,199 138,518 147,492 153,499 152,457 154,582 153,465
27 Other negotiable_and readily transferabie
instruments’ 33.266 33,151 44,953 44,586 47,582 45,094 48,297 46,633 44,804 42,331
28 Other ... .. ... ... . 426 205 674 232 153 379 122 735 343 145
20 Banks'® ... .. 694,835 815,247 885,047 881,368 910,025 853,184 888,328 877,909 874,000 921,380
30  Banks® own liabilities ..... 562,898 641,447 675,998 676,341 695,251 656,403 676,931 692,279" 698,135 739,616
31 Unaffiliated foreign banks 161,354 156,368 113,152 124,949 120,808 118,635 121,117 126,996 123,928 135,708
32 Demand deposits . . .. 13,692 16,767 14,071 15,957 15,812 14,086 15,436 14,084 17,111 14,402
33 Time Jeposits 89,765 83,433 46,219 49,217 47,998 49,540 E 49,593 48,541 54,388
34 Other’ . ... ..., 57,897 56,168 52,862 59,775 56,998 55,009 56,237 63,319° 58,276 66,918
35 Own foreign offices* ... 401,544 485,079 562,846 551,392 574443 537.768 555,814 565,283" 574.207 603,508
36 Banks' custodial liabilities® ... ... ..... ... .. ... 131,937 173,800 209,049 205,027 214,774 196,781 211,397 185,630 175,865 181,764
37 U.S. Treasury bills and certificates® ......... 23,106 31,915 35,359 28,323 27,757 28,284 26314 24,749 22,203 19,512
38 Other negotiable and readily transferable
INSUUMENES” . ..o v 17,027 35,393 45,102 35,580 36,983 37,459 41,541 40,370 41,529 44,889
39 Other ......... ... ... 91,804 106.492 128,588 141,124 150,034 131,038 143,542 120,511 112,133 117,363
40 Other foreigners ............. . ... ... .. 141,322 172,405 190.786 196,774 189,939 194.876 199,153 [ 2055147 | 202.988 207,764
41  Banks’ own liabilities 103,339 128,019 117,774 131,778 130,427 135,894 136,328 140,293 137,090 143,253
42 Demand deposits  ................ 11,802 12,247 12,310 13413 17,509 26,379 26,936 27,557 19,839 25,587
43 Time deposits 58,025 68,251 70,612 74,086 74,805 73,126 74,029 74,074 75,705 77458
44 Other® ... . i 33,512 47,521 34,852 44.279 38.113 36,389 35,363 38,662 41,546 40,208
45  Banks' custodial liabilities® ... ....,............... 37,983 44,386 73,012 64,996 59,512 58,982 62,825 65,221 65,898 64,511
46 U.S. Treasury biils and certificates® .............. 14,495 12,954 13.322 12,630 12,120 11,143 11,387 11,163 11,073 11,040
47 Other negotiable and readily transferable
nstruments’ ....... ... L . 21,453 24,964 51,247 43.803 37,652 38,481 42,051 44,464" 44,918 43,521
43 Other . . ... . L Lo 2.035 6,468 8,443 8,563 9.740 9.358 9,387 9,594° 9,907 9.950
MEMO
49 Negotiable time certificates of deposit in custody for
FOTEIgNErs .. ..o 14,573 16,083 27,026 24,141 22,569 21,811 22,565 24,367 26,550 28.320

1. Reporting banks include all types of depository institutions as well as some brokers and
dealers. Excludes bonds and notes of maturities longer than one year.

2. Excludes negotiable time certificates of deposit, which are included 1n “Other negotia-
ble and readily transferable instruments.”

3. Includes borrowing under repurchase agreements.

4. For U.S. banks. includes amounts owed to own foreign branches and foreign subsidiar-
ies consolidated in quarterly Consolidated Reports of Condition filed with bank regulatory
agencies. For agencies, branches, and majority-owned subsidiaries of foreign banks. consists
principally of amounts owed to the head office or parent foreign bank, and to foreign
branches, agencies, or wholly owned subsidiaries of the head office or parent foreign bank.

5. Financial claims on residents of the United States, other than long-term securities, held
by or through reporting banks for foreign customers.

6. Includes nonmarketable certificates of indebtedness and Treasury bills issued to official
institutions of foreign countries.
7. Principally bankers acceptances, commercial paper, and negotiabie time certificates of
deposit.
p8. Principally the International Bank for Reconstruction and Development, the Inter-
American Development Bank, and the Asian Development Bank. Excludes “holdings of
dollars™ of the International Monetary Fund.
9. Foreign central banks. foreign central governments. and the Bank for International
Settlements.
10. Excludes central banks, which are included in “Official institutions.”
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States'—Continued

1999
Item 1996 1997 1998
May June July Aug. Sept. Qct. Nov.P
AREA
50 Total, all foreigners ............................ 1,162,148| 1,283,027 | 1,347,771 | 1,352,678 | 1,382,649 | 1,339,888 | 1,385,468 | 1,378,674" | 1,373,962 | 1,420,839
51 Foreign countries ....... ....................... 1,148,176 | 1,271,337 1,335,888 | 1,338,611 | 1,364,662 | 1,321,425 | 1,367,200 | 1,360,028 | 1,356,079 | 1,406,806
52 BUIOPE ..ottt 376.590 419,672 427,367 434,124 430,580 438,232 450.827 456,949° 442,509 469,910
53 Austria  ............. 5.128 2,717 3,178 2,224 678 A 3210 N 3,299 2,842
54  Belgium and Luxembourg . . 24,084 41,007 42,818 39,227 31,298 31,242 34.834 36,890" 38,590 41,171
55 Denmark .............. 2,565 1,514 1,437 1,267 961 1,143 1,811 1,903 2,658 3,197
56  Finland 1,958 2,246 1,862 1,645 1,384 1,358 1,335 1,222 1,269 1,894
57  France . .. 35,078 46,607 44,616 48,328 45,235 42,622 42,424 45,809 45,764 50,262
58  Germany .. 24,660 23,737 21,357 24,689 21,999 23,950 23,719 24,478 25471 26,537
59  Greece ... 1.835 1,552 2,066 2,691 2,737 3,168 3,121 3358 3,322 3,365
60 Ttaly .. .... 10.946 11,378 7,103 5,943 6,192 6,426 5.840 6,231 6,306 5.264
61  Netherlands . 11,110 7,385 10,793 11,752 12,152 12,206 11.292 11,634 13,882 12.775
62 NOIWay ...oovvvrviiii i 1,288 317 710 1,210 1,049 1,184 1,333 1,225 951 1,364
63  Portugal .. S 3,562 2,262 3,235 2,461 2,439 2,237 1,912 1,976 1,875 2,148
64 Russia .... FEP 7,623 7,968 2,439 2,794 2,871 2,756 2,665 2,816 3,713 3,655
65 Spain ... . 17,707 18,989 15,775 8,083 8,678 7,700 8,194 9,479 9,281 11,222
66  Sweden . .... . 1,623 1,628 3,027 3,429 2,966 3,851 3719 4,571 5,381 5.518
67  Switzerland 44.538 39,023 50,654 66,214 65,967 60,758 76,176 69,338 65,967 67.277
68 Turkey .......... 6.738 4,054 4,286 5,810 5,914 7,786 7,883 8,368 8,252 8,820
69  United Kingdom 153.420 181,904 181,554 178,015 187,310 200,038 192,431 196,490 178,022 195,215
70 Yugoslavia® .................. 206 239 233 242 254 2 27 266 267 267
71 Other Europe and other former US.S.R.1Z .. ... ..., 22,521 25,145 30.224 28,100 28,496 26,748 28,598 27,690 28,239 27,117
T2 Canada ... 38,920 28,341 30212 28,543 30,416 29,862 30,409 29,728 34,995 33,746
73 Latin America and Caribbean ................ ..., 467.529 536,393 554,808 591,047 610,201 554,346 581.338 570,233" 573,126 593,790
74  Argentina ...... 13.877 20,199 19,013 16,428 17,804 17,202 17,061 15,544 17,544 16,734
75  Bahamas .. 88,895 112,217 118,085 118,122 123,549 122,465 132,442 | 139,101 134,111 139.192
76  Bermuda .. 5,527 6,911 , 7,951 9,16 9,410 9,319 A 10,902 8,859
77  Brazil .......... 27,701 31,037 15,800 17,295 14,696 15,389 15,399 16,208 13,223 14,184
78  British West Indies 251,465 276,418 302,472 334,386 347,368 294,208 315,799 299,634" 308,539 325,738
79 Chile ............ . .. 2915 4,072 5,010 7,236 5918 A 5,805 6,601 6,559 6,521
80  Colombia . o R 3,256 3,652 4,616 4,861 4,615 4,634 4,452 4,708 5,008 4,783
81 Cuba ..... 21 66 62 64 70 70 72 76 72 73
82 Ecuador ... 1.767 2,078 1,572 1,800 1,930 1,975 1,724 1,792 1,833 1,930
83 Guatemala 1,282 1.494 1,333 1,449 1,468 1,425 1,521 1,471 1,484 1,577
84  Jamaica .. .. 628 450 577 547 527 471 533 550 549 546
85 Mexico ............ 31,240 33,972 37,148 37,588 37,920 39,024 36,301 35,028 32,208 31,188
86  Netherlands Antilles 6,099 5,085 5,010 3,853 5,662 3,012 3,408 2,927 2,688 3,389
87 Panama ............. . . 4,099 4,241 3,864 3,984 4,130 3844 3.816 4,029 4,007 3,835
88 Peru . ....iiiiiiiiiiiiiiiiiiaa. 834 893 840 854 816 836 994 1,041 959 998
89  Uruguay . 1,890 2,382 2,486 2.331 2,552 2,319 2.147 2,175 2,217 2.584
90  Venezuela . . 17,363 21,601 19,894 21,204 20,393 20,437 19,796 19,451 19.914 20,311
91 Other ... 8,670 9,625 10,180 11,094 11,615 10,881 10,749 11,150 11,308 11,348
92 ASIA ... e 249,083 269,379 307,960 269,026 276,917 283,218 288,974 287,227 287,963 292,142
China
93 Mainland ... Lol Ll 30,438 18,252 13,441 14,753 13.366 10,872 12.359 11,914 10,460 13,981
94 Taiwan . .... . . 15,995 11,840 12,708 10,795 11,408 12,482 12.678 12,514 12,023 14,856
95 Hong Kong ................cc.cvieon, 18,789 17,722 20,900 25,728 24,575 24,200 24,149 23,368 24,299 22,275
96 India ...................... R 3,930 4,567 5,250 5,520 5,421 5,864 5,408 5,625 5,659 5,610
97 Indomesia .................. R 2,298 3,554 8,282 6,211 6,530 7,309 6,633 6,468 6,037 6,486
98  Israel. ... . AU 6,051 6,281 7,749 7,004 6,144 5,076 5,059 5,688 5,175 5,071
99  Japan ........... 117,316 143,401 168,563 132,605 143,635 145,652 145,403 | 149,578 151,632 152,095
100 Korea (South) 5,949 13,060 12,524 11,387 12,901 12,792 12,723 11,903 9935 8,474
101 Philippines . . 3,378 3,250 3.324 2.492 2,273 2,177 2,189 2,414 2,134 2,639
102 Thailand .............0 il 10,912 6,501 7,359 5,739 5,296 6,054 5,809 5,281 4,983 5,164
103 Middle Eastern oil-exporting countries!? .. 16,285 14,959 15,609 15,453 15,168 15,581 15,942 14,367 16,825 17,944
104 Other ... ..o 17,742 25,992 32,251 31,339 30,200 35,159 40,622 38,107 38,801 37,547
105 Africa ... .ooo i 8,116 10,347 8,905 7713 7,485 7,508 7,660 8,064 8,037 7,799
106  Egypt 2,012 1,663 1,339 1,339 1,576 1,566 1.851 1,852 1,364 1,846
107 Morocco 112 138 97 72 101 116 108 118 174 166
108  South Africa .. . 458 2,158 1,522 1,132 1,091 1,049 885 753 828 957
109 Zaire ... ........... ... 10 10 5 12 16 13 13 13 14 13
110 Oil-exporting countries'* .. 2,626 3,060 3,088 2,508 2,247 2,281 2,510 2,807 2912 2,244
[ T @ 7= 2,898 3,318 2,854 2,650 2,454 2,483 2,293 2,521 2,745 2,573
112 Other ... .. i 7,938 7,205 6,636 8,158 9,063 8,259 7,992 7,827 9,449 9419
(13 Australia e 6479 6,304 5495 6,820 7,624 7,252 6,963 6,788 8.199 8394
114 ther 1459 901 1,141 1,338 1,439 1,007 1,029 1,039 1,250 1,025
115 Nonmonetary international and regional orgamzations 13,972 11,690 11,883 14,067 17,987 18,463 18,268 18,646 17,883 14,033
116 International > ......... ... . . .o, 12,099 10,517 10,221 11,759 14,987 15,822 16,112 16,570 15,999 12,700
117  Latin American regional'® .. 1,339 424 594 653 898 819 725 662 960 345
118 Other regional'’ ... ... 534 749 1,068 1,655 2,102 1,822 1,431 1,414 924 988

11. Since December 1992, has excluded Bosnia, Croatia, and Slovenia.

12. Includes the Bank for International Settlements. Since December 1992, has
included all parts of the former U.S.S.R. (except Russia), and Bosnia, Croatia, and Slovenia.

13. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and United Arab
Emirates (Trucial States).
14. Comprises Algeria, Gabon, Libya, and Nigeria.

for International Settlements, which is included in “Other Europe.”

15. Principally the International Bank for Reconstruction and Development. Excludes

“holdings of dollars” of the International Monetary Fund.

16. Principally the Inter-American Development Bank.
17. Asian, African, Middle Eastern, and European regional organizations, except the Bank
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3.18 BANKS’ OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States!
Payable in U.S. Dollars

Millions of doltars, end of period

1999
Area or country 1996 1997 1998
May June July Aug. Sept. Oct. NovP
1 Total, all foreigners .............................. 599,925 708,225 735,058 750,581 750,859 720,597 731,139 758,600 751,856 779,041
2 Foreigncountries ................. ... .. ... ... 597,321 705,762 731,441 746,094 746,786 716,190 727,983 755,010 746,932 774,040
BEurope ... 165,769 199,880 233,320 265,789 299,977 292,697 305,153 316,097 293,559 313,269
4 Austia .............. S 1,662 1,354 1,043 2,902 2,514 3,855 3.080 2,335 2,746 2,407
5  Belgium and Luxembourg . . 6,727 6,641 7,187 9,811 10,028 9,214 7,463 7,229 9,624 9,332
6 Denmark 492 980 2,383 2,141 1,901 1,763 1,442 1,756 2,352 1,756
7 Finland .. . 971 1,233 1,070 1,480 1,730 2,197 1,915 1,855 1,669 2,034
8 France ....................iiiiiiiiiiian. .. 15,246 16,239 15,251 15.800 18,253 19,944 19,040 19,253 21,527 24,591
9 Gemany ............iiiiiiiiii . 8,472 12,676 15,923 18,367 20,793 23,965 23,558 22,995 23,616 22,365
10 Greece . .. 568 402 575 585 551 628 659 663 743 754
11 Taly ....... . .- 6.457 6,230 7,283 6,434 6,783 7,451 7,747 7,957 6,670 7.297
12 Netherlands . . .. 7.117 6,141 5,697 8,588 8,724 9,334 10,132 9.425 8,940 8.099
13 Norway ..... .. 808 555 827 753 n7 821 583 1252 949 920
14 Portugal . .. . .. 418 777 669 1,134 1,122 1,056 1,222 1,342 1,691 1,430
15  Russia . .. e e . 1,669 1,248 789 1,016 768 831 782 814 871 711
16 Spain ...l e . 3211 2,942 5,735 4,516 6,178 4,606 3,700 5,104 4,073 4,659
17 Sweden ..... .. 1,739 1,854 4223 2,950 3.005 3,199 4,082 4,184 4,325 3,853
18  Switzerland .. 19,798 28,846 46,874 65,488 75,544 66,927 71,866 90,187 78,448 91,491
19  Turkey ......... AN 1,109 1,558 1,982 1,918 2,288 2,219 2,268 2,383 2,392 2,463
20 United Kinzgdom 85,234 103,143 106,349 112,946 130,859 125,262 137,646 129,305 114,185 120,831
21 Yugoslavia? ........... ... ... .. 115 52 53 54 54 50 49 50 51 50
22 Other Europe and other former US.S.R3 ............ 3956 7,009 9,407 8,906 8,165 9,375 7919 8,008 8,687 8,226
23 Camada ....... ... 26.436 27,189 47,036 41,116 37,454 31.957 32,109 37,197 35,903 37,060
24 Latin America and Caribbean ... .................. 274,153 343,730 342,720 352,496 326,063 311,721 310,159 320,987 335,152 335,342
25  Argentina . .. 7400 8,924 9,553 10,318 10,776 10,482 10,257 10,296 10,153 10,038
26  Bahamas ... . . 71,871 89,379 96,455 78,480 71,996 77,049 77,674 85,386 87,085 87,179
27 Bermuda ................ ... ... .. 4,129 8,782 5,011 6,276 6,111 7,813 9,747 8,481 9,887 9,449
28 Brazil ... .. 17,259 21,696 16,213 14,893 14,870 14,629 13,844 14,010 14,216 14,971
29  British West Indies ........... .. 105,510 145,471 153,749 184,978 166,508 146,859 137,214 142,500 159,145 158,910
30 Chile............. N .. 5,136 7,913 8,255 7.545 7,531 7,153 6,900 6,810 6,846 6,591
31  Colombia 6.247 6,945 6,523 5877 5.570 5,590 5,046 4,821 4,800 4,745
32 Cuba...... 0 0 0 0 0 0 0 0 0 0
33 Ecuador .... RN A 1,031 1,311 1,400 1,104 1,069 993 889 844 793 762
34 Guatemala ............... . ..... BN 620 886 1,127 1,157 1,033 1.075 1,053 1,064 1,084 1,090
35 Jamaica ...l .. 345 424 239 327 303 311 322 330 218 308
36 Mexico ............ . 18,425 19.428 21,227 19,316 18,638 18,978 17819 18,255 17,800 17,932
37  Netherlands Antilles .. . .. 25,209 17,838 6,779 5,867 5484 5,101 14,032 13,298 7,497 8,078
38 Panama ........... o 2,786 4,364 3,584 3,298 3,353 3,064 2,898 2,941 2,917 3,050
39 Peru ... 2,720 3,491 3.275 3,053 2,975 2,710 2,516 2,534 2,442 2,507
40  Uruguay ... .. 589 629 1,126 724 1,050 1,105 1,049 946 778 775
41  Venezuela . .. .. 1,702 2,129 3,089 3,245 3,479 3,501 3,460 3,325 4,103 3,587
42 Other ... ... 3,174 4,120 5115 6,038 5,317 5,308 5439 5,146 5,288 5,370
43 Asia oL 122,478 125,092 98,606 717,699 74,693 72,240 73,247 72,449 73,072 78,427
44 1,401 1,579 261 3,006 3745 3,144 2,758 2.032 1,998 2.082
45 1,894 922, 1,041 763 870 904 937 790 816 1,495
46 12,802 13,991 9,080 4.977 7,102 5,333 4.969 5224 4,740 6,010
47  India ...... 1,946 2,200 1,440 1,458 1.569 1,708 1,728 1,736 1,856 1,972
48  Indonesia 1.762 2,651 1,942 2,061 1,760 1,791 1,711 1,689 1,636 1,681
49 Israel ...... .- 633 768 1,166 1,236 1,955 1,433 1,669 951 857 1,059
50 Japan ........ . 59,967 59,549 46,712 30,664 27,093 25,900 26,226 27,978 28,339 30,280
51  Korea (South) 18,901 18,162 8,289 12,326 11,317 12,753 12,194 11,093 12,432 13,254
52 Philippines . ... 1.697 1,689 1,465 1,808 1,669 1,380 1,279 1,491 1,562 990
$3  Thailand ................ NN 2,679 2,259 1,807 1,623 1.850 1,683 1,549 1,432 1411 1,433
54 Middle Eastern oil-exporting countries* . .. 10,424 10,790 16,130 10,569 10,127 9,396 11,211 11,379 10,667 11,631
S5 Other ... .. 8,372 10,532 8,273 7.208 5,636 6,815 7,016 6.654 6,758 6.540
56 Africa ... . 2,776 3,530 3122 2,448 2,629 2,499 2,178 2,293 2,299 2,473
57  Egypt 247 247 257 221 241 252 209 225 251 226
58  Morocco 524 511 372 444 454 431 444 437 439 354
59  South Africa 584 805 643 640 724 598 449 506 589 873
60 Zaire ................ 0 0 0 0 0 0 0 0 0 9
61  Oil-exporting countries’ . 420 1,212 936 288 340 297 280 323 253 282
62  Other ... .. .. ... 1,001 755 914 855 870 921 796 802 767 729
63 Other .. 5.709 6,341 6,637 6,546 5,970 5,076 5,137 5.987 6,947 7.469
64 Australia . . e N 4,577 5,300 6,173 6,093 5,636 4.811 4,907 5770 6,696 7.272
65 Other ............ . . Lol e 1.132 1,041 464 453 334 265 230 217 251 197
66 Nonmonetary international and regional organizations® . . . 2,604 2,463 3.617 4,487 4073 4,407 3.156 3,590 4,924 5,001
1. Reporting banks include all types of depository institutions as well as some brokers and 4. Comprises Bahrain, Iran, Irag, Kuwait, Oman, Qatar, Saudi Arabia, and United Arab
dealers. Emirates (Trucial States).
2. Since December 1992, has excluded Bosnia, Croatia, and Slovenia. S. Comprises Algeria, Gabon, Libya, and Nigeria.
3. Includes the Bank for International Settlements. Since December 1992, has included all 6. Excludes the Bank for International Settlements, which is included in **‘Other Europe.”

parts of the former U.S.S.R. (except Russia). and Bosnia, Croatia, and Slovenia.
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3.19 BANKS' OWN AND DOMESTIC CUSTOMERS’ CLAIMS ON FOREIGNERS Reported by Banks in the United States!
Payable in U.S. Dollars

Millions of dollars, end of period

1999
Type of claim 1996 1997 1998
May June July Aug. Sept. Oct. Nov.?
VTotal ... ..o .| 743,919 852,852 875,954 . 898,460 - . 900,562
2 Banks’ claims ............ ............ 599,925 708,225 735,058 750,581 750,859 720,597 731,139 758,600 751,856 779.041
3 Foreign public borrgwers .. 22,216 20,581 23,540 36,616 37,344 38,465 35,689 34,995 40,570 39,246
4 Own foreign offices” ... ... .o 341,574 431,685 484,525 492,192 488,803 460,268 457930 488,320 487,537 511,625
5 Unaffiliated foreign banks .| 113682 109,230 106,281 99,864 104,102 99,715 108.961 102,051 97.298 99,389
6 Deposits .............. .. 33,826 30.995 27.196 25,234 24,164 24,859 23,716 24,407 24,858 27.825
7 Other .......... . N 79.856 78.235 79.085 74.630 79.938 74.856 85,245 77,644 72,440 71,564
8  All other foreigners 122.453 146,729 120.712 121.909 120.610 122.149 128,559 133,234 126,451 128,781
9 Claims of banks’ domestic customers® .. ... 143,994 144,627 140,896 .. 147,601 . . 141,962
10 Deposits .. . ....... .. ... . 77.657 73,110 79,363 . 94,575 . o 87.222
1l Negotiable and readily transferable
instruments® .. L 51.207 53,967 47914 . 42,670 .. .. 40,604
12 Outstanding collections and other
ClaimS .« oo 15,130 17,550 13,619 . 10.356 . . 14,136
MEMO
13 Customer liability on acceptances ... .. 10,388 9,624 4519 .. 4,450 . . 4,614
14 Dollar deposits in banks abroad, reported by
nonbanking business enterprises in the
United States® . .................. 39,661 33,816 39,978 31,210 29,165 32,857 32,336 27.750 33.827 37,163
1. For banks' claims, data are monthly: for claims of banks’ domestic customers, data are principally of amounts due from the head office or parent foreign bank, and from foreign
for guarter ending with month indicated. branches, agencies, or wholly owned subsidiaries of the head office or parent foreign bank.
Reporting banks include all types of depository institution as well as some brokers and 3. Assets held by reporting banks in the accounts of their domestic customers.
dealers. 4. Principally negotiable time certificates of deposit, bankers acceptances, and commercial
2. For U.S. banks, includes amounts due from own foreign branches and foreign subsidiar- paper.
ies consolidated in quarterly Consolidated Reports of Condition filed with bank regulatory S. Includes demand and time deposits and negotiable and nonnegotiable certificates of
agencies. For agencies, branches, and majority-owned subsidiaries of foreign banks, consists deposit denominated in U.S. dollars issued by banks abroad.

3.20 BANKS' OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States’
Payable in U.S. Dollars

Millions of dollars, end of period

1998 1999
Maturity, by borrower and area’ 1995 1996 1997
Dec. Mar. June Sept.
ITotal ... . .. 224,932 258,106 276,550 250,479 242,360 259,215 270,119
By borrower
2 Maturity of one year orless  ....... .......... . ..... 178,857 211,859 205.781 186,585 175,402 186,861 198,303
3 Foreign public borrowers . . 14,995 15411 12,081 13,669 20,902 24,656 22.809
4 All other foreigners ...... 163,862 196,448 193,700 172,916 154,500 162,205 175,494
5 Maturity of more than one year . 46,075 46,247 70,769 63.894 66,958 72,354 71,816
6 Foreign public borrowers S 7,522 6,790 8,499 9.840 13,290 11,667 11,980
7 All other foreigners ..... . ..., .. ... ... L. 38,553 39,457 62,270 54,054 53.668 60,687 59,836
By area
Maturity of one year or less
BUrope ... ..o 55,622 55,690 58,294 68,679 66,875 84,721 82,744
9 Canada . .. 6,751 8,339 9917 10,948 7,832 6,705 8,598
10 Latin America and Caribbean .. [N 72,504 103,254 97,207 81,846 71,122 65,821 79,202
11 Asia....... .............. .. 40,296 38,078 33,904 18,006 21,347 21,977 20,844
12 Africa .,.... . . .. 1,295 1,316 2,211 1,835 1,571 1,543 1.119
13 All other’ 2,389 5,182 4,188 5271 6,655 6,094 5,796
Maturity of more than one year
14 BUIOPE ... ..ottt 4,995 6,965 13,240 14,923 16,949 18,764 18,440
IS Canada . ....... ... ... . . . . 2,754 2,645 2,525 3,140 2,766 3,261 3,139
16 Latin America and Caribbean 27,681 24,943 42,049 33,443 33,539 36,910 37.046
17 Asia ... 7.941 9,392 10,235 10,018 10,972 10,471 10,644
18  Africa ._.... . . .. 1,421 1.361 1,236 1,233 1,160 1,105 1,087
19 All other’ 1,286 941 1,484 1,137 1,572 1,843 1,460
1. Reporting banks include all types of depository institutions as well as some brokers and 2. Maturity 1s ime remaining until maturity.

dealers. 3. Includes nonmonetary international and regional organizations.
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3.21 CLAIMS ON FOREIGN COUNTRIES Held by U.S. and Foreign Offices of U.S. Banks!

Billions of dollars, end of period

1997 1998 1999
Area or country 1995 1996
June Sept. Dec. Mar. June Sept. Dec. Mar. June
I Total ... 551.9 645.3 678.8 711.0 719.3 739.1 749.7 738.9 714.1 678.3 667.3
2 G-10 countries and Switzerland ............ ... ... ...l 206.0 2283 250.0 2478 2428 249.0 278.3 268.3 255.8 246.4 255.7
3 Belgium and Luxembourg R 13.6 11.7 94 11.4 11.0 112 16.2 15.1 13.4 14.1 14.8
4  France .. . ........... . .. 194 16.6 179 202 15.4 15.5 20.5 199 18.4 19.5 184
5 Germmany .. . ... ....iiiiiiioiei. ... . 27.3 29.8 34.1 34.7 28.6 255 288 28.9 311 320 292
6 ltaly ... ..... RV, . . . o 11.5 16.0 202 19.3 15.5 19.7 19.5 18.0 i1.5 13.2 11.6
7 Netherlands ................... .. e 37 4.0 64 72 6.2 73 8.3 8.1 79 89 10.9
8 Sweden .................... . .. . .. 2.7 2.6 3.6 4.1 33 4.8 3.1 22 2.3 3.6 2.3
9  Switzerland .. .. 6.7 53 54 4.8 72 5.6 6.9 75 83 73 78
10 United Kingdom 824 104.7 110.6 108.3 113.4 120.1 134.9 1304 121.5 110.6 1227
11 anada .. ...... 103 14.0 157 15.1 137 135 16.5 15.6 16.7 15.7 16.5
120 Japan ... e 28.5 237 26.8 226 286 25.8 237 22.8 247 213 216
13 Other industrialized countries ...................ooivieinn 50.2 65.7 71.7 73.8 64.5 74.3 72.1 71.6 68.5 75.8 76.5
14 Austria................0 . L. 9 1.1 15 1.7 15 1.7 19 2.1 1.4 2.5 2.7
15 Denmark 2.6 15 28 3.7 2.4 20 21 2.8 22 32 2.8
16 Finland . 8 8 14 19 L3 1.5 1.4 1.6 1.5 1.4 8
17 Greece . .. . 5.7 6.7 6.1 6.2 5.4 6.1 58 58 6.0 6.2 57
18 Norway ............ 32 8.0 4.7 4.6 36 4.0 34 33 32 29 29
19 Portugal ............ 13 9 1.1 14 9 7 13 1.1 1.3 1.3 1.2
20 Spain .............. 11.6 13.2 154 139 11.7 16.5 152 175 13.6 14.3 15.8
21 Turkey ............... 19 2.7 34 4.4 45 4.9 6.5 52 48 5.0 47
22 Other Western Europe 4.7 4.7 5.5 6.1 8.2 9.9 9.6 10.3 10.6 10.1 10.1
23 South Africa .. 1.2 2.0 1.9 1.9 2.2 37 5.0 37 35 34 34
24 Australia L. L 16.4 24.0 27.8 28.0 23.1 23.2 20.0 18.2 203 253 26.5
25 OPECY .. o 22.1 19.7 223 229 26.0 25.7 253 25.9 271 26.0 259
26  Ecuador . 7 11 9 12 1.3 13 1.2 1.2 1.2 1.1 1.0
27 Venezuela . 2.7 24 2.1 22 2.5 33 32 3.1 32 34 3.1
28  Indonesia ......... 4.8 52 5.6 6.5 6.7 55 5.1 4.7 4.8 4.5 49
29  Middie East countries ...... . 133 10.7 12.5 11.8 144 14.3 155 16.1 17.0 16.6 16.4
30 African countries .. ... ... Lo 6 4 12 1.1 1.2 14 3 8 1.0 4 4
31 Non-OPEC developing countries ... ..............covereneni . 112.6 130.3 140.6 137.0 138.7 1474 141.7 140.6 147.9 143.7 145.3
Latin America
32 Argentina . e e 12.9 14.3 16.4 17.1 18.4 19.3 202 22.3 22.3 235 220
33 Brazil. ... Lo . 137 20.7 27.3 26.1 28.6 324 272 249 24.2 23.6 24.7
34 Chile . . . o RN .. 6.8 7.0 7.6 8.0 8.7 9.0 5.1 93 8.3 8.5 8.2
35  Colombia . .. 29 4.1 33 34 34 33 36 34 32 32 31
36 Mexico 17.3 16.2 16.6 16.4 174 17.7 179 184 253 189 18.0
37 Peru...... 8 1.6 1.4 1.8 20 2.1 2.2 22 22 22 2.1
38 Other ... 2.8 33 34 3.6 4.1 4.0 44 46 54 5.4 5.5
Asia
China
39 Mamland . ... ... ... ..o e o 1.8 2.5 3.6 43 32 42 39 2.8 3.0 5.1 53
40 Taiwan . . . 94 10.3 10.6 9.7 9.0 11.7 113 12.2 12.8 11.7 119
41 India . . L 4.4 43 53 49 49 5.0 49 53 53 55 6.5
42 lsrael ...... RN . . S .5 8 1.0 7 7 9 .9 1.1 1.1 2.0
43 Korea (South) ... .. .. P . 19.1 215 16.3 16.2 15.6 16.2 14.5 129 13.7 133 14.9
44 Malaysia ... ... . . .. 4.4 6.0 6.4 5.6 5.1 4.5 4.7 5.1 57 59 59
45  Philippines 4.1 58 7.0 57 5.7 50 54 47 5.1 53 56
46  Thailand . ... 49 57 73 6.2 5.4 55 49 53 4.6 4.5 4.1
47  Other Asia 4.5 4.1 4.7 4.5 4.3 4.2 3.7 3.1 2.9 30 28
Africa
48  Egypt..... 4 7 1.1 9 9 1.0 1.5 17 1.3 1.4 14
49 Morocco . N 7 7 7 6 6 6 5 .5 5 5
50  Zaire ... 0 B! 0 0 0 0 0 .0 0 .0 .0
51 Other Africa 9 9 9 9 8 1.1 8 11 1.0 1.2 9
52 Eastern Europe .............. 4.2 6.9 7.1 9.8 9.1 12.0 10.9 6.0 52 6.1 5.1
53 Russia® 1.0 37 42 5.1 5.1 7.5 6.8 2.8 22 2.2 19
54 Other 3.2 32 29 4.7 4.0 4.6 4.1 32 3.1 39 32
55 Offshore banking centers ........ ... ... ... o i 99.2 134.7 129.6 138.9 139.0 129.3 125.8 121.9 94.1 83.0 70.6
56  Bahamas 11.0 203 16.1 19.8 233 292 24.7 29.0 33.0 302 16.1
57 Bermuda 6.3 4.5 79 9.8 9.8 9.0 9.3 10.4 4.6 38 5.6
58  Cayman Islands and other British West Indies . . 324 37.2 35.1 45.7 43.4 249 342 30.6 15.4 6.3 7.0
59 Netherlands Antilles ............. ... ... e 10.3 26.1 15.8 217 14.6 14.0 105 6.0 2.6 217 12
60  Panama® Y 14 2.0 2.6 21 3.1 32 33 4.0 39 39 39
61  Lebanon e N B! .1 -1 1 1 .1 2 .1 1 1
62 Hong Kong, China 25.0 279 352 272 32.2 33.8 30.0 306 23.4 228 219
63 Singapore 13.1 16.7 16.7 127 12.7 15.0 135 1.1 11.2 13.1 14.6
64  Othe 1 1 3 .1 .1 Bl 2 2 2 2 1
65 Miscellaneous and unallocated’ 57.6 59.6 57.6 80.8 99.1 101.3 95.7 104.5 1155 97.3 88.1
1. Data after June 1999 are not available. 2. Organization of Petroleum Exporting Countries, shown individually; other members of
The banking offices covered by these data inciude U.S. offices and foreign branches of U.S. OPEC (Algeria, Gabon, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, and United
banks, including U.S. banks that are subsidiaries of foreign banks. Offices not covered include Arab Emirates); and Bahrain and Oman (not formally members of OPEC).
U.S. agencies and branches of foreign banks. Beginning March 1994, the data include large 3. Excludes Liberia. Beginning March 1994 includes Namibia.
foreign subsidianies of U.S. banks. The data also include other types of U.S. depository 4. As of December 1992, excludes other repubhes of the former Soviet Union.
institutions as wel} as some types of brokers and dealers. To eliminate duplication, the data 5. Includes Canal Zone.
are adjusted to exclude the ciaims on foreign branches held by a U.S. office or another foreign 6. Foreign branch claims only.
branch of the same banking institution. 7. Includes New Zealand, Liberia, and international and regional organizations.

These data are on a gross claims basis and do not necessarily reflect the uftimate country
risk or exposure of U.S. banks. More complete data on the country risk exposure of U.S. banks
are available in the quarterly Country Exposure Lending Survey published by the Federal
Financial Institutions Examination Council.
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3.22 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in

the United States

Millions of dollars, end of period

1998 1999
Type of lability, and area or country 1595 1996 1997
June Sept. Dec. Mar. June Sept.P
L Total ... . 46,448 61,782 57,382 51,433 49,279 46,570 46,663 49,337 52,945
2 Payableindollars .............. .. . .. i 33,903 39,542 41,543 40,026 38,410 36,668 34,030 36,032 36,321
3 Payable in foreign currencies 12,545 22,240 15,839 11,407 10,869 9,902 12,633 13,305 16,624
Bynpe
4 Financial liabilitiles ................ ... ... . . ... 24,241 33,049 26877 22,322 19,331 19,255 22,458 25,058 27,363
5 Payable in dollars 12,903 11,913 12,630 11,988 9,812 10,371 11,225 13,205 12,231
6  Payable in foreign currencies 11,338 21,136 14,247 10,334 9,519 8,884 11,233 11,853 15,132
7 Commercial liabilities . 22,207 28,733 30,505 29,111 29,948 27315 24,205 24,279 25,582
Trade payables 11.013 12,720 10,904 9,537 10,276 10978 9,999 10,935 12,676
9  Advance receipts and other liabilities 11,194 16,013 19,601 19,574 19,672 16,337 14,206 13,344 12,906
10 Payableindollars ............... .. ... ... ... ..., 21,000 27,629 28,913 28,038 28,598 26,297 22,805 22,827 24,090
11 Payable in foreign currencies ........................ 1,207 1,104 1,592 1,073 1,350 1,018 1.400 1,452 1,492
By area or country
Financial habilities
120 BUrope ... ..ottt i e 15,622 23,179 18,027 15,468 12,905 12,589 16,098 19,578 21,695
13 Belgium and Luxembourg . . 369 632 186 75 150 79 50 70 50
14 France .................. 999 1,091 1,425 1,699 1457 1,097 1,178 1,287 1,675
15 Germany .. 1,974 1,834 1.958 2441 2,167 2,063 1.906 1.959 1,712
16 Netherlands . . 466 556 494 484 417 1,406 1,337 2,104 2,066
17 Switzerland . . ... . e 895 699 561 189 179 155 141 143 133
18 United Kingdom .................. ... ..o 10.138 17,161 11,667 8,765 6,610 5980 9,729 13,097 15,096
19 Camada ........ ... 632 1,401 2,374 539 389 693 781 320 344
20  Latin America and Caribbean 1,783 1,668 1.386 1.320 1,351 1,495 1.528 1,369 1.180
21 Bahamas 59 236 141 6 1 7 1 1 1
22 Bermuda 147 50 229 49 73 101 78 52 26
23 Brazil 57 78 143 76 154 152 137 131 122
24 British West Indies . 866 1,030 604 845 834 957 1,064 944 786
25 Mexico .......... 12 17 26 51 23 59 22 19 28
26 Vemezuela ... ... ...l 2 { 1 ! 1 2 2 1 0
27 ASIA ... i e 5,988 6,423 4,387 4315 4,005 3,785 3475 3,217 3,563
28 Japan .. . 5,436 5,869 4,102 3,869 3,754 3612 3,337 3,035 3,325
29 Middle Eastern oil-exporting countries 27 25 27 0 0 0 1 2 3
30 Afnca ... e 150 38 60 29 31 28 31 29 31
31 Oil-exporting countries® . ........................... 122 0 0 0 0 0 2 0 0
32 Al Other ...t 66 340 643 651 650 665 545 545 550
Commercial liabilities
33 BUIOPE ...ttt s 7,700 9,767 10,228 9,987 11,010 10,030 8,580 8,718 9,277
34 Belgium and Luxembonrg .. 331 479 666 557 623 278 229 189 128
35 France .................. 481 680 764 612 740 920 654 656 622
36 Germany .. . . 767 1,002 1.274 1,219 1,408 1,392 1,088 1,143 1,201
37 Netherlands .................. ... 500 766 439 485 440 429 361 432 535
38 Switzerland ...... ... e S 413 624 375 349 507 499 535 497 593
39 United Kingdom . ............. ... 3,568 4,303 4,086 3,743 4,286 3,697 3,008 2,959 3,175
40  Camada ... ... 1,040 1,090 1,175 1,206 1,504 1,390 1,597 1.670 1,753
41  Latin America and Caribbean ....... ............. .... 1,740 2574 2,176 2,285 1,840 1,618 1612 1,674 1.961
42 Bahamas ............. 1 63 16 14 48 14 1 19 24
43 Bermuda .. 205 297 203 209 168 108 225 180 178
44 Brazil ...... 98 196 220 246 256 152 107 112 121
45 British West Indi 56 14 12 27 5 10 7 5 39
46 Mexico ......... 416 665 565 557 511 347 437 490 704
47 Venezuela ............ ...l il 221 328 261 196 230 202 155 149 182
48 10,421 13,422 14,966 13,611 13,539 12,342 10,428 10,039 10,436
49 3,315 4,614 y 3,995 3,779 3,827 2,715 2,753 2.689
50 1,912 2,168 3,11 3,194 3,582 2.852 2,479 2,209 2,623
S5t Africa .............. e e 619 1.040 874 921 810 794 727 832 960
52 Oil-exporting countries® ............................ 254 532 408 354 372 393 377 392 584
53 Other’. .. 687 840 1,086 1,101 1,245 1,141 1,261 1,346 1,195

1. Comprises Bahrain, Iran. [raq, Kuwait, Oman, Qatar. Saudi Arabia, and United Arab

Emirates (Trucial States).

2. Comprises Algeria, Gabon, Libya. and Nigeria.
3. Includes nonmonetary international and regional organizations.
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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in
the United States

Millions of dolars, end of period

1998 1999
Type of claim, and area or country 1995 1996 1997
June Sept. Dec. Mar. June Sept.?
1 Total . . . ... e 52,509 65,897 68,128 63,188 67,976 77,462 68,973 63.804 65,602
2 Payable indollars . ..... ... ... .. ... L 48,711 59,156 62,173 57,587 62,034 72,171 63,988 56,968 58,492
3 Payable n foreign currencres 3,798 6,741 5,955 5,601 5.942 5,291 4,985 6.836 7.110
By type
4 Financial claims  ........... ... ... . o i 27.398 37,523 36,959 32,341 37,262 46,260 38,136 31,877 31,939
5  Deposits ......... 15133 21,624 22,909 14,762 15,406 30,199 18,686 13,350 13,967
6 Payable in dollars 14,654 20,852 21,060 13,084 13,374 28,549 17,101 11,636 12,015
7 Payable in foreign currencies RN 479 772 1,849 1,678 2,032 1,650 1,585 1,714 1,952
8  Other financial claims .. ............... 12.265 15,899 14,050 17,579 21.856 16,061 19,450 18,527 17.972
9 Payable indollars ......... ... ... L. 10,976 12,374 11,806 14,904 19,867 14,049 17,419 14,762 15,005
10 Payable in foreign currencies .. ... ... L 1,289 3,525 2,244 2,675 1,989 2,012 2,031 3,765 2,967
11 Commercial claims 25111 28,374 31,169 30,847 30,714 31,202 30,837 31.927 33,663
12 Trade receivables . . 22,998 25,751 27,536 26,764 26,330 27,202 26,724 27,791 29,371
13 Advance payments and other claims ..... .. ........... 2,113 2,623 3,633 4,083 4,384 4,000 4,113 4,136 4,292
14  Payable indollars ...... . .. .. 23,081 25,930 29,307 29,599 28,793 29,573 29,468 30,570 31,472
15 Payable in foreign currencies 2,030 2.444 1,862 1,248 1,921 1,629 1,369 1,357 2.191
By area or country
Financial claims
16 Europe ... oo 7.609 11,085 14,999 14.091 14,473 12,294 12,800 13.898 13,618
17 Belgium and Luxembourg .......... . ... ..., ... 193 185 406 518 496 661 469 457 574
18 France . P e 803 694 1,015 796 1,140 864 913 1,368 1,152
19 Germany ............... e e 436 276 427 290 359 304 302 367 499
20 Netherlands .. B . S 517 493 677 975 867 875 955 959 1,067
21 Switzerland .. ... NN 498 474 434 403 409 414 530 504 559
22 United Kingdom ........ ... . ... ..o i, 4,303 7,922 10.337 9,639 9,849 7,766 8,357 8,589 8,007
23 Canmada ... 2.851 3442 3,313 3,020 4,090 2,503 311 2.828 3022
24  Latin America and Caribbean  ............ ... ... ... 14,500 20,032 15,543 11,967 15.758 27,714 18,825 11,486 11,221
25 Bahamas ............... ...l . 1,965 1,553 2,308 1,306 2,105 403 666 467 755
26 Bermuda . . . 81 140 108 48 63 39 41 39 T
27 Brazil ....... 830 1,468 1,313 1,394 710 835 1112 1,102 1,265
28 British West Indies . . NN 10,393 15,536 10,462 7,349 10,960 24,388 14,621 7.393 6,182
29 Mexico ... e . 554 457 537 1.089 1,122 1,245 1,583 1,702 1,791
30 Venezuela ... ........ .. ..o L o 32 31 36 57 50 55 72 71 47
31 ASIE .. ... i i e 1,579 2,221 2,133 2,376 2121 3,027 2,648 2,801 3.205
32 871 1,035 823 886 928 1,194 942 949 1.250
33 Middle Eastern oil-exporting countries 3 22 11 12 13 9 8 5 5
34 Africa . y 276 174 319 155 157 159 174 228 251
35 Oil-exporting countries” 5 14 15 15 16 16 26 5 12
36 Allother' ... ... ... e 583 569 652 732 663 563 578 636 622
Commercial claims

37 BUIOPE ... 9,824 10,443 12,120 12,882 13,029 13,246 12,782 12,961 14,356
38 Belgium and Luxembourg . e 231 226 328 216 219 238 281 286 289
39 France .. e 1.830 1,644 1,796 1,955 2,098 217 2,173 2.094 2,373
40 Gemmany ... . . 1,070 1,337 1,614 1,757 1,502 1,822 1,599 1.660 1,945
41 Netherlands N . e Lo 452 562 597 492 463 467 415 389 617
42 Switzerland ........ ... ol Lo 520 642 554 418 546 483 367 385 714
43 United Kingdom . ............ ..ol 2,656 2,946 3.660 4.664 4,681 4,769 4,529 4,615 4,789
44 Canada ... 1,951 2,165 2,660 2,779 2,291 2,617 2,983 2,855 2,638
45  Latin America and Caribbean  ............ ... . ..., 4.364 5276 5,750 6.082 5,773 6,296 5,930 6.278 5874
46 Bahamas ........ ... ... e 30 35 27 12 39 24 10 2] 29
47 Bermuda R P R 272 275 244 359 173 536 500 583 549
48 Brazil ... ....... .. A N 898 1.303 1,162 1,183 1.062 1,024 936 887 761
49 British West Indies . . .. 79 190 109 110 91 104 117 127 157
50 Mexico .......... . 993 1,128 1,392 1,462 1,356 1,545 1.431 1,478 1,613
51 Venezuela ............ ..ol 285 357 576 585 566 401 361 384 365
52 Asia..... FE e e 7,312 8,376 8,713 7.367 7,190 7,192 7,080 7,690 8,570
53 Japan N 1,870 2,003 1,976 1,757 1,789 1,681 1.486 1,511 1,823
54 Middle Eastern oil-exporting countries’ 974 971 1,107 1,127 967 1,135 1,286 1,465 1,474
55 Africa ... 654 746 680 657 740 711 685 738 681
56 Oil-exporting countries” ... ... 87 166 119 116 128 165 116 202 221
57 Other’. .. 1,006 1368 1.246 1,080 1,691 1,140 1,377 1,405 1,544

1. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and United Arab 2. Comprises Algeria, Gabon, Libya, and Nigeria.

Emirates (Trucial States). 3. Includes nonmonetary international and regional organizations.
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3.24 FOREIGN TRANSACTIONS IN SECURITIES

Millions of dollars

1999 1999
Transaction, and area or country 1997 1998
Jan.— p
Nov. May June July Aug. Sept. Oct. Nov.
U.S. corporate securities
STOCKS
1 Foreign purchases . ............................... 1,097,958 | 1,574,185 | 2,086,996 185,646 179,785 188,099 178,428 175,565 219,307 241,634
2 Foreignsales ....... ... .... ... . ... ... 0. 1,028,361 | 1,524,189 | 1,988.126 177,108 167,878 179.783 166,212 172,204" 211,547 223,044
3 Net purchases, or sales (—) ....................... 69,597 49,996 98,870 8,538 11,907 8,316 12,216 3,361" 7,760 18,590
4 Foreign countries .............................. 69,754 50,376 98,889 8,549 11,893 8,361 12,225 3,358" 7.786 18,565
SEUIOPE .. ... 62,688 68,124 85,063 5.260 7.663 6,171 9,568 7.236" 7.780 10,878
6  France AN 6,641 5.672 3,851 —206 919 —55 269 146 1,033 -350
7  Germany .. 9,059 9,195 11,839 971 1,376 —354 1,322 110" 1,728 2,485
8  Netherlands 3,831 8,249 6,452 738 1.181 404 566 —538 164 1,375
9  Switzerland . ... 7,848 5,001 4,256 481 1,452 —2,822 827 1,185 —1,404 480
10 United Kingdom . e 22,478 23,952 39,680 1,822 1,300 8,498 4,578 4,775 3,791 3,857
1l Canada .................. B —1.406 —4,689 489 —159 401 153 —50 —927 531 -1.030
12 Latin America and Caribbean AN 5.203 760 9914 2.049 2,474 2,935 846 —4,688 —3,163 7,722
13 Middle East! ............. R 383 —1,449 1,489 419 64 =273 174 -26 -15 —-1,155
14 Other Asia . 2,072 —12,347 3,781 574 1,271 —671 1,666 1,463 2,372 2,394
15 Japan ...... PN 4,787 -1,171 5513 464 681 —452 1,269 2,652 1,696 630
16 Africa ...... ... o 472 639 391 138 81 14 -39 61 ~23 2
17 Other countries  ...... . ...oiiiniannian e oo 342 —662 740 268 —6! 32 60 239 304 =246
18 Nonmonetary international and
regional organizations ............... ... ... —157 —380 -19 -11 14 —45 -9 3r -26 25
BonDs?
19 Foreign purchases .............c.ooviiviineen .t 610,116 905,782 796,296 66,558 67,569 75,778 64,641 76,270 80,934 73,513
20 Foreign sales ..........c.ooiviiiinneinninnnann. 475,958 727.044 560,778 49,145 52,197 47,984 46,667 48,902 55,131 50,810
21 Net purchases, or sales (=) ..................... . 134,158 178,738 235,518 17,413 15,372 27,794 17,974 27,368 25,803 22,703
22 Foreign countries ....... .................... ... 133,595 179,081 235,901 17,326 15,383 27,520 18,001 27,037 26,667 22,774
23 BUTOPE .. oo\t s 71,631 130,057 130,514 10911 9.553 18,196 10,736 13,724 14,379 10,489
24 France . L. 3,300 3,386 1,603 352 258 447 160 24 53 54
25  Germany ... 2,742 4,369 7,948 797 321 1,707 31 752 1,202 1.325
26 Netherlands . .. 3.576 3,443 2,263 168 187 336 144 279 103 133
27  Switzerland . ... 187 4,826 4,093 128 ~26 705 322 496 360 431
28  United Kingdom R 54,134 99,637 97,662 8,310 7,651 13,582 8,273 9,766 10,672 8,109
29 Camada .................... AR 6,264 6,121 4,705 413 184 ~23 286 908 263 1,140
30 Latin America and Caribbean . 34,733 23,938 56,789 3,332 4,603 5,088 5,558 5,490 6,398 6,661
31 Middle East® ....... . .... - .. 2,155 4,997 1,670 -717 —114 —182 —219 257 178 —506
32 Other Asia RN BN 16,996 12,662 39,696 3224 1,458 4,031 1,179 6,698 4,847 4,675
33 Japan ....... 9.357 8,384 15,440 0 310 3,020 827 4,375 2,081 2,297
34 Africa ..... ... R 1,005 190 1,154 82 =307 122 59 —189 343 146
35 Other countries ................ .. oo, 811 1,116 1,373 31 6 288 402 149 259 169
36 Nonmonetary international and
regional organizations ...................... 563 -343 -383 87 -11 274 =27 331 —864 -7

Foreign securities

37 Stocks, net purchases, or sales (=) ...... ...... e —-40,942 6,227 17,776 2,455 6,220 —-2,236 594 907" —8,189 4,388
38  Foreign purchases ., ......... .. 756,015 929,923 | 1,051,720 86,345 97,622 106,264 91,851 97,456 96,609 129,676
39 Foreignsales ............... 796,957 923,696 | 1.033,944 83.890 91,402 108,500 91,257 96,549" 104,798 125,288
40 Bonds, net purchases, or sales (~) . —48,171 —17,350 —-9,250 —499 8,969 —4,777 ~6,421 . 1,132 —1,220 —438
41  Foreign purchases .. ......... ... | 1,451,704 | 1,328,281 746,074 72,372 79,013 63,975 70,061 66,661 62,533 59,684
42  Foreignsales ..............oiiiiiiii 1.499,875 | 1,345.631 755.324 72.871 70.044 68,752 76,482 65,529 63,753 60,122
43 Net purchases, or sales (—), of stocks and bonds ... | -89,113 | -11,123 8,526 1,956 15,189 -7,013 —5,827 2,039° -9,409 3,950
44 Foreign countries .... .......................... -88,921 | -10,778 8,399 2,056 15,219 -17,104 —-6,010 2,109° -9,415 4,142
45 Burope . ... L i e -29,874 12,632 54,216 5,845 16,749 —3,759 -1,829 2,216 2,186 2,235
46 Canada ............... .. e . —3,085 —1,901 -2,276 —537 1,202 —1,055 525 303 321 —-1,594
47 Latin America and Caribbean . R —25258 | —13,798 -4,999 | -2,351 —2,785 445 —299 602 -1,827 6,505
48 Asia ...l . L. —25123 -3992 | -37475 ~494 194 -3,330 —4,303 -362 —9,599 ~3,578
49  Japan . . . .. —10,001 —1,742 | —40,041 -704 —1,241 -4,323 —4,805 —565 ~10,006 -4,453
50 Africa ........ B . . Lo —3,293 —1,225 178 112 —25 -21 4 —116 63 160
51 Other countries —2,288 —2,494 —1,245 -519 —116 616 —108 —534 —559 414
52 Nonmonetary international and
regional organmizations......... ............... -192 ~345 127 —160 =30 91 183 -70 6 -192
1. Comprises oil-exporting countries as follows: Bahrain, Iran, Irag. Kuwait, Oman, Qatar, 2. Includes state and local government securities and securities of U.S. government
Saudi Arabia, and United Arab Emirates (Trucial States). agencies and corporations. Also includes 1ssues of new debt securities sold abroad by U.S.

corporations organized to finance direct investments abroad.
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3.25 MARKETABLE US. TREASURY BONDS AND NOTES Foreign Transactions!

Millions of dollars; net purchases, or sales (—) during period
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1999 1999
Area or country 1997 1998
Jﬁ}?"; May June July Aug. Sept. Oct. Nov.P
| Total estmated ..............oooieiee i 184,171 | 49,039 | —14,603 | 5,638 —609 | —6,242 | 19,118 87 | -9,734 | -3,613
2 Foreign countries ................. ..o 183,688 46,570 | —15,092 5.316 -815 | —6,226 18,847 -4 -9905 | -3.800
3 BUIOPE ..ot e s 144,921 23,797 | —32.696 | —3997 | —5796 | —5,740 1.771 ~9,268 —405 8.646
4 Belgium and Luxembourg ................ . . . . . 3427 3,805 717 121 753 37 105 12 —351 —357
b Germany ... 22,471 144 1,678 —290 538 643 1,438 —963 78 510
6 Netherlands ................. . . . . 1,746 —5,533 1,854 797 =77 —1,224 453 —423 130 360
7 Sweden . ... —465 1,486 1,382 ~21 579 —229 876 —45 —b 369
8 Switzerland . ... 6,028 5,240 —3,166 —121 971 ~216 -714 234 365 146
9 United Kingdom ........ . 98,253 14384 | —16,750 | —4,528 -7.215 1,385 1,934 -3,534 —1.854 5,838
10 Other Europe and former U.S.S.R. 13.461 4271 | 18411 45 —1,345 —6,136 -2,321 —4.549 1,233 1,780
Il Canada ... . i —811 615 7.128 2,580 460 1,382 1,339 1.459 —657 —551
12 Latin America and Caribbean ............. . .. ............ -2,554 3,662 —8,334 1,364 -1,403 693 8,695 3,003 -9911 -5417
13 Venezuela ............. ... ..o 655 59 395 88 =31 131 15 10 25 154
14 Other Latin America and Caribbean . —549 9,523 1,080 —123 —52 —43 1,650 2,982 -1,777 1,362
5 -2,660 | ~13,244 | —9,809 1,399 | —1,320 605 7,030 11 -8,159 | —6,933
16 39,567 27,433 19,641 5,631 6,489 | —2319 6,832 5,344 942 | —6,630
7 20,360 13,048 11,839 1,284 4,905 -394 2913 5,259 344 —4,378
18 1.524 751 —2,480 —198 —246 —178 -622 —302 —202 —680
19 1,041 -2,364 1.649 —64 =319 ~64 832 —240 328 832
20 Nonmonetary international and regional organizations ........... 483 2,469 489 322 206 ~16 271 91 171 187
21 Imtermational .............. .. ..o 621 1,502 115 223 -8 —101 233 98 184 125
22 Latin American regional ..................... L 170 199 665 122 192 191 175 -9 -1 —4
MEMO
23 FOreign COUNMRIES . ..........vuvviineis o ceninnnnnnnnnanas 183,688 46,570 | —15,092 5.316 —815 —6,226 18,847 —4 -9.905 —3,800
24 Official institutions . 43,959 4,123 | —14,986 3,223 397 -1,773 2,394 -1,714 -1,248 —2.488
25  Otherforeign ......... ... . ool oo e 139,729 42,447 -106 2.093 -1.212 —4,453 16,453 1,710 -8,657 —1,312
Oil-exporting couniries
26 Middlg East™ ... 7,636 | —16,554 5.763 2,887 238 -38 130 401 201 ~2.050
27 Africa’ ... -12 2 1 0 0 0 1 0 Q Q

1. Official and private transactions in marketable U.S. Treasury securities having an
original maturity of more than one year. Data are based on monthly transactions reports.
Excludes nonmarketable U.S. Treasury bonds and notes held by official institutions of foreign

countries,

2. Comprises Bahrain, Iran, Iraq, Kuwait. Oman, Qatar, Saudi Arabia, and United Arab
Emirates (Trucial States).
3. Comprises Algeria, Gabon, Libya, and Nigeria.
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3.28 FOREIGN EXCHANGE RATES AND INDEXES OF THE FOREIGN EXCHANGE VALUE OF THE U.S. DOLLAR'
Currency units per dollar except as noted
1999 2000
Item 1697 1998 1999
Aug. Sept. Oct. Nov. Dec. Jan.
Exchange Rates
COUNTRY/CURRENCY UNIT
1 Australia/dollar® ... ..................... 74.37 62.91 64.54 64.46 64.95 65.09 63.88 64 10 65.60
2 Austria/schilling . 12.206 12.379 n.a. n.a. n.a. n.a. n.a. na. na.
3 Belgium/franc ... 35.81 36.31 n.a. na n.a. na. n.a. n.a. n.a.
4 Brazilireal . ... 1.0779 1.1605 1.8207 1.8859 1.8987 1.9688 1.9314 1.8442 1.8057
5 Canada/dollar . .. 1.3849 1.4836 1.4858 1.4932 1.4771 1.4776 1.4674 1.4722 1.4486
6 China, PR./ynan . 8.3193 8.3008 8.2781 8.2772 8.2774 8.2775 8.2782 82794 8.2792
7 Denmark/krone . ........... 6.6092 6.7030 6.9900 70144 7.0828 6.9450 7.2019 7.3597 7.3492
8 European Monetary Union/euro” . . . . . na. n.a. 1.0653 1.0605 1.0497 1.0706 1.0328 1.0110 1.0131
9 Finland/markka............ ...... 5.1956 5.3473 n.a. na. n.a. n.a. n.a. na. n.a.
10 Franceffranc ........... 5.8393 5.8995 n.a. n.a. na. na. n.a. n.a. na.
11 Germany/deutsche mark . 17348 1.7597 na. n.a. n.a. n.a. n.a. n.a n.a.
12 Greece/drachma ....................... 273.28 295.70 306.30 307.84 311.68 307.71 318.24 326.19 326.86
13 Hong Kong/doltar ...................... 7.7431 7.7467 7.7594 7.7638 7.7665 7.7696 77718 77728 7.7791
14 India/rupee . . ... . 36.36 41.36 43.13 43,50 43.60 43.55 43.46 43.52 43.59
15 Ireland/pound” 151.63 142.48 na. na. na. n.a. na. n.a. na.
16 Italy/lira ....... 1,703.81 1,736.85 n.a. na. n.a. n.a. n.a. n.a. n.a.
17 Japanfyen .............. ... ..... 121.06 130.99 113.73 113.23 106.88 105.97 104.65 102.58 105.30
18 Malaysia/ringgit .................. 2.8173 3.9254 3.8000 3.8000 3.8000 3.8000 3.8000 3.8000 3.8000
19 Mexico/peso ..................... 7.918 9.152 9.553 9.398 9.341 9.575 9.416 9.427 9.494
20 Netherlands/guilder ............... 1.9525 1.9837 n.a. n.a. n.a. n.a. n.a. n.a. n.a.
21 New Zealand/doll 66.25 53.61 52.94 52.59 52.30 51.42 51.22 50.87 5127
22 Norway/krone ........ .. 7.0857 7.5521 7.8071 7.8036 7.8361 7.7402 7.9367 8.0113 8.0241
23 Portugalfescudo ............ .. ... ... 17544 180.25 na. n.a. na. n.a. n.a. n.a. n.a.
24 Singapore/dollar .............. ... . .. .. 1.4857 1.6722 1.6951 1.6787 1.6965 1.6757 1.6699 1.6745 1.6757
25 South Africa/rand . . 4.6072 5.5417 6.1191 6.1302 6.0563 6.1029 6.1424 6.1503 6.1309
26 South Korea/won . 947.65 1,400.40 1,189.84 1,198.3t 1,201.00 1.205.29 1,176.98 1,136.80 1,130.99
27 Spain/peseta 146.53 149.41 n.a. n.a. n.a. n.a. n.a. n.a. n.a.
28 Sri Lanka/rupee ......... ...... 59.026 65.006 70.868 71.868 71.942 71.747 72.040 72.018 73.140
29 Sweden/krona . .......... ........ 7.6446 7.9522 8.2740 8.2589 8.2264 8.1492 8.3586 8.4910 8.4918
30 Switzerland/franc ................. 1.4514 1.4506 1.5045 1.5093 1.5262 1.4896 1.5543 1.5841 1.5603
31 Taiwan/dollar .. .. 28.775 33.547 32322 32.076 31.848 31.828 31.794 31.625 30.890
32 Thailand/baht ....... .. 31072 41262 37887 38 060 40,060 39416 38.749 38227 37.380
33 United Kingdom/p()und2 . S 163.76 165.73 161.72 160.58 162.47 165.72 162.05 161.32 164.04
34 Venezuela/bolivar ............ .......... 488.39 548.39 606.82 615.95 625.41 630.75 634.80 644.28 652.81
Indexes*
NOMINAL
35 Broad (January l997=100)5 .............. 104.44 116.48 116.87 117.00 116.38 115.88 116.08 116.09 11595
36 Major currencies (March 1973=100)° ...... 91.24 95.79 94.07 9431 92.92 91.94 92.87 93.23 93.14
37 Other importan; trading partners (January
1997=100)" .......... ... 104.67 126.03 129.94 129.73 130.60 131.06 129.93 129.34 129.14
REAL
38 Broad (March 1973=100)° ............... 91.33 99.35 98.74 99.08 98.53 98.00° 98.16 98.10° 97.92"
39 Major currencies (March 1973=100)° ...... 92.25 97.25 96.74° 97.13 9591 95.02 96.12 96.42° 96.38
40 Other important trading partners (March
1973=100)" ....... ... ... ...... .. 95.87 108.52" 107.72" 108.00 108.36 108.32 107.13 106.57 106.17"

1. Averages of certified noon buying rates in New York for cable transfers. Data in this
table also appear in the Board’s G.5 (405) monthly statistical release. For ordering address,
see inside front cover.

2. Value in U.S. cents.

3. As of January 1999, the euro is reported in place of the individual euro area currencies.
These currency rates can be derived from the euro rate by using the fixed conversion rates (in
currencies per euro) as shown below:

Euro equals

137603  Austrian schillings 1936.27 Italian lire

40.3399 Belgian francs 40.3399 Luxembourg francs
5.94573 Finnish markkas 2.20371 Netherlands guilders
6.55957 French francs 200.482 Portuguese escudos
1.95583 German marks 166.386  Spanish pesetas
787564 Irish pounds

4, The December 1999 Bulletin contains revised index values resulting from the annual
revision to the trade weights. For more information on the indexes of the foreign exchange
value of the dollar, see Federal Reserve Bullerin, vol. 84 (Oclober 1998), pp. 811-18.

5. Weighted average of the foreign exchange value of the U.S. dollar against the currencies
of a broad group of U.S. trading partners. The weight for each currency 1s computed as an
average of U.S. bilateral import shares from and export shares to the issuing country and of a
measure of the importance to U.S. exporters of that country’s trade in third country markets.

6. Weighted average of the foreign exchange value of the U.S. dollar against a subset of
broad index currencies that circulate widely outside the country of issue. The weight for each
currency is its broad index weight scaled so that the weights of the subset of currencies in the
index sum to one.

7. Weighted average of the foreign exchange value of the U.S. dollar against a subset of
broad index currencies that do not circulate widely outside the country of issue. The weight
for each currency is its broad index weight scaled so that the weights of the subset of
currencies in the index sum to one.
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Guide to Statistical Releases and Special Tables

STATISTICAL RELEASES—List Published Semiannually, with Latest Bulletin Reference

Issue
Anticipated schedule of release dates for periodic 1eleases ...........c.coooiiiiiiiiiiiiiiie e December 1999
SPECIAL TABLES—Data Published Irregularly, with Latest Bulletin Reference
Title and Date Issue
Assets and liabilities of commercial banks
December 31, 1008 ...ttt ittt a e May 1999
March 31, 1900 . i e e e August 1999
JUNE 30, 1000 i et et November 1999
September 30, 1000 ... e February 2000
Terms of lending at commercial banks
February 1009 .o et May 1999
My 1000 e e August 1999
AUBUST 1990 o e e November 1999
NOVEIMDET 1000 e e e e et e e e February 2000
Assets and liabilities of U.S. branches and agencies of foreign banks
December 31, 1008 .. i it i e e et e May 1999
Maarch B, 1000 . e e e e e aeenas August 1999
JUDNE 30, 1000 . ittt ittt et e et e, November 1999
September 30, 1000 .. it et February 2000
Pro forma balance sheet and income statements for priced service operations
March 31, 1999 oot e e et July 1999
JUNE 30, 1000 i i e e et October 1999
September 30, 1099 ..o s January 2000
Residential lending reported under the Home Mortgage Disclosure Act
D007 e e e e September 1998
L O O September 1999
Disposition of applications for private mortgage insurance
L PP September 1998
8L T D OO September 1999
Small loans to businesses and farms
100 e September 1998
S O P September 1999

N September 1998
S PPN September 1999
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Index to Statistical Tables

References are to pages A3~A62, although the prefix “A” is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances)
Assets and liabilities (See also Foreigners)
Commercial banks, 15-21
Domestic finance companies, 32, 33
Federal Reserve Banks, 10
Foreign-related institutions, 20
Automobiles
Consumer credit, 36
Production, 44, 45,

BANKERS acceptances, 5, 10, 22, 23
Bankers balances, 15-21. (See also Foreigners)
Bonds (See also U.S. government securities)
New issues, 31
Rates, 23
Business activity, nonfinancial, 42
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 43
Capital accounts
Commercial banks, 15-21
Federal Reserve Banks, 10
Certificates of deposit, 23
Commercial and industrial loans
Commercial banks, 15-21
Weekly reporting banks, 17, 18
Commercial banks
Assets and liabilities, 15-21
Commercial and industrial loans, 15-21
Consumer loans held, by type and terms, 36
Real estate mortgages held, by holder and property, 35
Time and savings deposits, 4
Commercial paper, 22, 23, 32
Condition statements (See Assets and liabilities)
Construction, 42, 46
Consumer credit, 36
Consumer prices, 42
Consumption expenditures, 48, 49
Corporations
Profits and their distribution, 32
Security issues, 31, 61
Cost of living (See Consumer prices)
Credit unions, 36
Currency in circulation, 5, 13
Customer credit, stock market, 24

DEBT (See specific types of debt or securities)
Demand deposits, 15-21
Depository institutions

Reserve requirements, 8

Reserves and related items, 4, 5, 6, 12
Deposits (See also specific types)

Commercial banks, 4, 15-21

Federal Reserve Banks, 5, 10

Discount rates at Reserve Banks and at foreign central banks and

foreign countries (See Interest rates)
Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 32

EMPLOYMENT, 42
Euro, 62

FARM mortgage loans, 35
Federal agency obligations, 5, 9, 10, 11, 28, 29
Federal credit agencies, 30

Federal finance
Debt subject to statutory limitation, and types and ownership
of gross debt, 27
Receipts and outlays, 25, 26
Treasury financing of surplus, or deficit, 25
Treasury operating balance, 25
Federal Financing Bank, 30
Federal funds, 23, 25
Federal Home Loan Banks, 30
Federal Home Loan Mortgage Corporation, 30, 34, 35
Federal Housing Administration, 30, 34, 35
Federal Land Banks, 35
Federal National Mortgage Association, 30, 34, 35
Federal Reserve Banks
Condition statement, 10
Discount rates (See Interest rates)
U.S. government securities held, 5, 10, 11, 27
Federal Reserve credit, 5, 6, 10, 12
Federal Reserve notes, 10
Federally sponsored credit agencies, 30
Finance companies
Assets and liabilities, 32
Business credit, 33
Loans, 36
Paper, 22, 23
Float, 5
Flow of funds, 3741
Foreign currency operations, 10
Foreign deposits in U.S. banks, 5
Foreign exchange rates, 62
Foreign-related institutions, 20
Foreign trade, 51
Foreigners
Claims on, 52, 55, 56, 57, 59
Liabilities to, 51, 52, 53, 58, 60, 61

GOLD

Certificate account, 10

Stock, 5, 51
Government National Mortgage Association, 30, 34, 35
Gross domestic product, 48, 49

HOUSING, new and existing units, 46

INCOME, personal and national, 42, 48, 49
Industrial production, 42, 44
Insurance companies, 27, 35
Interest rates

Bonds, 23

Consumer credit, 36

Federal Reserve Banks, 7

Money and capital markets, 23

Mortgages, 34

Prime rate, 22
International capital transactions of United States, 50-61
International organizations, 52, 53, 55, 58, 59
Inventories, 48
Investment companies, issues and assets, 32
Investments (See also specific types)

Commercial banks, 4, 15-21

Federal Reserve Banks, 10, 11

Financial institutions, 35

LABOR force, 42
Life insurance companies (See Insurance companies)
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Loans (See also specific types)
Commercial banks, 15-21
Federal Reserve Banks, 5, 6, 7, 10, 11
Financial institutions, 35
Insured or guaranteed by United States, 34, 35

MANUFACTURING

Capacity utilization, 43

Production, 43, 45
Margin requirements, 24
Member banks, reserve requirements, 8
Mining production, 45
Mobile homes shipped, 46
Monetary and credit aggregates, 4, 12
Money and capital market rates, 23
Moneystock measures and components, 4, 13
Mortgages (See Real estate loans)
Mutual funds, 13, 32
Mutual savings banks (See Thrift institutions)

NATIONAL defense outlays, 26
National income, 48

OPEN market transactions, 9

PERSONAL income, 49

Prices
Consumer and producer, 42, 47
Stock market, 24

Prime rate, 22

Producer prices, 42, 47

Production, 42, 44

Profits, corporate, 32

REAL estate loans
Banks, 15-21, 35
Terms, yields, and activity, 34
Type of holder and property mortgaged, 35
Reserve requirements, 8
Reserves
Commercial banks, 15-21
Depository institutions, 4, 5, 6, 12
Federal Reserve Banks, 10
U.S. reserve assets, 51
Residential mortgage loans, 34, 35
Retail credit and retail sales, 36, 42

SAVING
Flow of funds, 3741
National income accounts, 48

Savings and loan associations, 35, 36, 3741
Savings deposits (See Time and savings deposits)
Securities (See also specific types)
Federal and federally sponsored credit agencies, 30
Foreign transactions, 60
New issues, 31
Prices, 24
Special drawing rights, 5, 10, 50, 51
State and local governments
Holdings of U.S. government securities, 27
New security issues, 31
Rates on securities, 23
Stock market, selected statistics, 24
Stocks (See also Securities)
New issues, 31
Prices, 24
Student Loan Marketing Association, 30

TAX receipts, federal, 26

Thrift institutions, 4. (See also Credit unions and Savings institutions)
Time and savings deposits, 4, 13, 15-21

Trade, foreign, 51

Treasury cash, Treasury currency, 5

Treasury deposits, 5, 10, 25

Treasury operating balance, 25

UNEMPLOYMENT, 42
U.S. government balances
Commercial bank holdings, 15-21
Treasury deposits at Reserve Banks, 5, 10, 25
U.S. government securities
Bank holdings, 15-21, 27
Dealer transactions, positions, and financing, 29
Federal Reserve Bank holdings, 5, 10, 11, 27
Foreign and international holdings and
transactions, 10, 27, 61
Open market transactions, 9
Outstanding, by type and holder, 27, 28
Rates, 23
U.S. international transactions, S50-62
Utilities, production, 45

VETERANS Administration, 34, 35

WEEKLY reporting banks, 17, 18
Wholesale (producer) prices, 42, 47

YIELDS (See Interest rates)
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RoGER T. CoOLE, Associate Director

WILLIAM A. RYBACK, Associate Director

GERALD A. EDWARDS, JR., Deputy Associate Director

STEPHEN M. HOFFMAN, JR., Deputy Associate Director

JaMEs V. Houpr, Deputy Associate Director

JAck P. JENNINGS, Deputy Associate Director

MicHAEL G. MARTINSON, Deputy Associate Director

SIDNEY M. SussaN, Deputy Associate Director

MovLy S. WassoM, Deputy Associate Director

HowaRD A. AMER, Assistant Director

NoraH M. BARGER, Assistant Director

BETsY CRross, Assistant Director

RICHARD A. SMALL, Assistant Director

WiLLIAM C. SCHNEIDER, JR., Project Director,
National Information Center

DIVISION OF INTERNATIONAL FINANCE

KAREN H. JOHNSON, Director

Davip H. HowaRrb, Depury Director
VINCENT R. REINHART, Deputy Director
THoMas A. CONNORS, Deputy Director
DALE W. HENDERSON, Associate Director
DoNALD B. ADAMS, Senior Adviser
RicHARD T. FREEMAN, Assistant Director
WiLLIAM L. HELKIE, Assistant Director
STEVEN B. KAMIN, Assistant Director
RaLPH W. TrRYON, Assistant Director

DIVISION OF RESEARCH AND STATISTICS

MicHAEL J. PRELL, Director

EpwarD C. ETTIN, Deputy Director

Davip J. STOCKTON, Deputy Director
WILLIAM R. JONES, Associate Director
MyRroN L. KwasT, Associate Director
PaTrICK M. PARKINSON, Associate Director
THOMAS D. SIMPSON, Associate Director
LAWRENCE SLIFMAN, Associate Director
MARTHA S. SCANLON, Deputy Associate Director
STEPHEN D. OLINER, Assistant Director
STEPHEN A. RHOADES, Assistant Director
JANICE SHACK-MARQUEZ. Assistant Director
CHARLES S. STRUCKMEYER, Assistant Director
ALICE PATRICIA WHITE, Assistant Director
JoycE K. ZICKLER, Assistant Director

GLENN B. CANNER, Senior Adviser

Davip S. JONES, Senior Adviser

DIVISION OF MONETARY AFFAIRS

DoNaLD L. KoHN, Director

Davip E. LINDSEY, Deputy Director

BriaN F. MADIGAN, Associate Director

RicHARD D. PORTER, Deputy Associate Director
WiLLiaM C. WHITESELL, Assistant Director

NorMAND R.V. BERNARD, Special Assistant to the Board

DIviSION OF CONSUMER
AND COMMUNITY AFFAIRS

DOLORES S. SMITH, Director

GLENN E. LONEY, Deputy Director

SANDRA F. BRAUNSTEIN, Assistant Director
MAUREEN P. ENGLISH, Assistant Director
ADRIENNE D. HURT, Assistant Director
IRENE SHAWN McNULTY, Assistant Director
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Epwarp M. GRAMLICH

OFFICE OF
STAFF DIRECTOR FOR MANAGEMENT

STEPHEN R. MALPHRUS, Staff Director

MANAGEMENT DIVISION

STEPHEN J. CLARK, Associate Director, Finance Function

DARRELL R. PAULEY, Associate Director, Human Resources
Function

SHEILA CLARK, EEQ Programs Director

DIVISION OF SUPPORT SERVICES

ROBERT E. FRAZIER, Director
GEORGE M. LLOPEZ, Assistant Director
Davip L.. WILLIAMS, Assistant Director

DIVISION OF INFORMATION TECHNOLOGY

RicHARD C. STEVENS, Director

MARIANNE M. EMERSON, Deputy Director
TILLENA G. CLARK, Assistant Director
MAUREEN HANNAN, Assistant Director

Po KyunG KiMm, Assistant Director
RAYMOND H. MASSEY, Assistant Director
EpwaARD T. MULRENIN, Assistant Director
DAy W. RADEBAUGH, JR., Assistant Director

DIVISION OF RESERVE BANK OPERATIONS
AND PAYMENT SYSTEMS

Louise L. ROSEMAN, Director

PAUL W. BETTGE, Assistant Director
KENNETH D. BUCKLEY, Assistant Director
JACK DENNIS, JR., Assistant Director
JosePH H. HAYES, JR., Assistant Director
JEFFREY C. MARQUARDT, Assistant Director
EDGAR A. MARTINDALE, Assistant Director
MARSHA REIDHILL, Assistant Director

JEFF STEHM, Assistant Director

OFFICE OF THE INSPECTOR GENERAL

BARRY R. SNYDER, Inspector General
DoNALD L. ROBINSON, Deputy Inspector General
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Federal Open Market Committee
and Advisory Councils

FEDERAL OPEN MARKET COMMITTEE

ALAN GREENSPAN, Chairman

J. ALFRED BROADDUS, JR.
ROGER W. FERGUSON, JRr.
EDbwARD M. GRAMLICH

THOMAS M. HOENIG
CatHY E. MINEHAN

DonaLp L. KoHN, Secretary and Economist
NORMAND R.V. BERNARD, Deputy Secretary
Lynn S. Fox, Assistant Secretary

GARryY P. GILLUM, Assistant Secretary

J. VIRGIL MATTINGLY. JR., General Counsel

MEMBERS
WiLL1AM J. McDONOUGH, Vice Chairman
Jack GUYNN LAURENCE H. MEYER
JERRY L. JORDAN ROBERT T. PARRY

Epwarp W. KELLEY, JR.

ALTERNATE MEMBERS

MicHAEL H. Moskow JAMIE B. STEWART, Jr.
WILLIAM POOLE

STAFF

CHRISTINE M. CUMMING, Associate Economist
ROBERT A. EISENBEIS, Associate Economist
MaRVIN S. GOODFRIEND, Associate Economist
Davip H. HOWARD, Associate Economist
Davip E. LINDSEY, Associate Economist

THoMAS C. BAXTER, IR., Deputy General Counsel VINCENT R. REINHART, Associate Economist

KAREN H. JOHNSON, Economist
MICHAEL J. PRELL, Economist
Jack H. BEEBE, Associate Economist

THoMas D. SIMPSON, Associate Economist
MARK S. SNIDERMAN, Associate Economist
DavID J. STOCKTON, Associate Economist

PETER R. FISHER, Manager, System Open Market Account

FEDERAL ADVISORY COUNCIL

LawreNcE K. FisH, First District
DoucLas A. WARNER III, Second District
RonNaLD L. HANKEY, Third District
Davip A. DABERKO, Fourth District

L. M. BAKER, JR., Fifth District

WiLLIAM G. SMITH, JRr., Sixth District

DoucGLas A. WARNER [II, President
NorMAN R. BOBINS, Vice President

NORMAN R. BOBINS, Seventh District
KATIE S. WINCHESTER, Eighth District

R. ScotT JONES, Ninth District

C. Q. CHANDLER, Tenth District
RicHARD W, Evans, Jr., Eleventh District
WALTER A. Dobs, Jr., Twelfth District

JaMES ANNABLE, Co-Secretary
WiLLIaM J. Korsvik, Co-Secretary
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CONSUMER ADVISORY COUNCIL

DwiGHT GOLANN, Boston, Massachusetts, Chairman
LAUREN ANDERSON, New Orleans, Louisiana, Vice Chairman

‘WALTER J. BOYER, Dallas, Texas

TERESA A. BRYCE, Charlotte, North Carolina
DoroTHY BROADMAN, San Francisco, California
MaLcoLM M. BusH, Chicago, Illinois

ROBERT M. CHEADLE, Ada, Oklahoma

MARY ELLEN DOMEIER, New Ulm, Minnesota
JEREMY D. EISLER, Biloxi, Mississippi

RoBERT F. ELLIOTT, Prospect Heights, Illinois
LESTER W. FIRSTENBERGER, Middletown, Connecticut
JoHN C. GaMBoOA, San Francisco, California
ROSE M. GARcCIA, Las Cruces, New Mexico
VINCENT J. GIBLIN, West Caldwell, New Jersey
KARrLA S. IrvINE, Cincinnati, Ohio

WILLIE M. JONES, Boston, Massachusetts

M. DeaN KEYEs, St. Louis, Missouri

GWENN S. KYZER, Allen, Texas

JoHN C. LaMB, Sacramento, California

ANNE S. LI, Trenton, New Jersey

MaARTHA W. MILLER, Greensboro, North Carolina
DANIEL W. MORTON, Columbus, Ohio

JEREMY NowaK, Philadelphia, Pennsylvania
MARTA RAMOS, San Juan, Puerto Rico

Davip L. Ramp, St. Paul, Minnesota

RUSSELL W. SCHRADER, San Francisco, California
RoOBERT G. SCHWEMM, Lexington, Kentucky
Davip J. SHIRK, Tarrytown, New York

GARY S. WASHINGTON, Chicago, Illinois

RoBERT L. WyNN, I, Madison, Wisconsin

THRIFT INSTITUTIONS ADVISORY COUNCIL

F. WELLER MEYER, Falls Church, Virginia, President
THoMAS S. JoHNSON, New York, New York, Vice President

JaMes C. BLAINE, Raleigh, North Carolina

LAWRENCE L. BouDrEAUX III, New Orleans, Louisiana
ToM R. DoRrery, Tampa, Florida

BABETTE E. HEIMBUCH, Santa Monica, California
WILLIAM A. LONGBRAKE, Seattle, Washington

CorNELIUS D. MAHONEY, Westfield, Massachusetts
KATHLEEN E. MARINANGEL, McHenry, Hlinois
ANTHONY J. Popp, Marietta, Ohio

MaRrk H. WRIGHT, San Antonio, Texas

CLARENCE ZUGELTER, Kansas City, Missouri
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Federal Reserve Board Publications

For ordering assistance, write PUBLICATIONS SERVICES,
MS-127, Board of Governors of the Federal Reserve System,
Washington, DC 20551, or telephone (202) 452-3244, or FAX
(202) 728-5886. You may also use the publications order
form available on the Board's World Wide Web site
(http://www.federalreserve.gov). When a charge is indicated, pay-
ment should accompany request and be made payable to the
Board of Governors of the Federal Reserve System or may be
ordered via Mastercard, Visa, or American Express. Payment from
foreign residents should be drawn on a U.S. bank.

BOOKS AND MISCELLANEOUS PUBLICATIONS

THE FEDERAL RESERVE SYSTEM—PURPOSES AND FUNCTIONS.
1994. 157 pp.

ANNUAL REPORT, 1998.

ANNUAL REPORT: BUDGET REVIEW, 1999,

FEDERAL RESERVE BULLETIN. Monthly. $25.00 per year or $2.50
each in the United States, its possessions, Canada, and
Mexico. Elsewhere, $35.00 per year or $3.00 each.

ANNUAL STATISTICAL DIGEST: period covered, release date, num-
ber of pages, and price.

1981 October 1982 239 pp. $ 6.50
1982 December 1983 266 pp. $ 7.50
1983 October 1984 264 pp. $11.50
1984 October 1985 254 pp. $12.50
1985 October 1986 231 pp. $15.00
1986 November 1987 288 pp. $15.00
1987 October 1988 272 pp. $15.00
1988 November 1989 256 pp. $25.00
1980-89 March 1991 712 pp. $25.00
1990 November 1991 185 pp. $25.00
1991 November 1992 215 pp. $25.00
1992 December 1993 215 pp. $25.00
1993 December 1994 281 pp. $25.00
1994 December 1995 190 pp. $25.00
1990-95 November 1996 404 pp. $25.00

SELECTED INTEREST AND EXCHANGE RATES — WEEKLY SERIES OF
CHARTS. Weekly. $30.00 per year or $.70 each in the United
States, its possessions, Canada, and Mexico. Elsewhere,
$35.00 per year or $.80 each.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FEDERAL
RESERVE SYSTEM.

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
$5.00.

GUIDE TO THE FLOW OF FUNDS ACCOUNTS. 672 pp. $8.50 each.
FEDERAL RESERVE REGULATORY SERVICE. Loose-leaf; updated
monthly. (Requests must be prepaid.)
Consumer and Community Affairs Handbook. $75.00 per year.
Monetary Policy and Reserve Requirements Handbook. $75.00
per year.
Securities Credit Transactions Handbook. $75.00 per year.
The Payment System Handbook. $75.00 per year.
Federal Reserve Regulatory Service. Four vols. (Contains all
four Handbooks plus substantial additional material.) $200.00
per year.

Rates for subscribers outside the United States are as follows
and include additional air mail costs:

Federal Reserve Regulatory Service, $250.00 per year.

Each Handbook, $90.00 per year.

FEDERAL RESERVE REGULATORY SERVICE FOR PERSONAL
CoMpUTERS. CD-ROM; updated monthly.
Standalone PC. $300 per year.
Network, maximum 1 concurrent user. $300 per year.
Network, maximum 10 concurrent users. $750 per year.
Network, maximum 50 concurrent users. $2,000 per year.
Network, maximum 100 concurrent users. $3,000 per year.
Subscribers outside the United States should add $50 to cover
additional airmail costs.

THE FEDERAL RESERVE ACT AND OTHER STATUTORY PROVISIONS
AFFECTING THE FEDERAL RESERVE SYSTEM, as amended
through October 1998. 723 pp. $20.00 each.

THE U.S. ECONOMY IN AN INTERDEPENDENT WORLD: A MULTI-
COUNTRY MODEL, May 1984, 590 pp. $14.50 each.

INDUSTRIAL PrODUCTION— 1986 EDITION. December 1986.
440 pp. $9.00 each.

FinanciaL FUTURES AND OpTiONS IN THE U.S. EcoNowmy.
December 1986. 264 pp. $10.00 each.

FINANCIAL SECTORS IN OPEN ECONOMIES: EMPIRICAL ANALY-
sIs AND PoLicy IssUEs. August 1990. 608 pp. $25.00 each.

RISK MEASUREMENT AND SYSTEMIC RISK: PROCEEDINGS OF A
JOINT CENTRAL BANK RESEARCH CONFERENCE. 1996.

578 pp. $25.00 each.

EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies are
available without charge.

Consumer Handbook on Adjustable Rate Mortgages

Consumer Handbook to Credit Protection Laws

A Guide to Business Credit for Women, Minorities, and Small
Businesses

Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks

A Consumer’s Guide to Mortgage Lock-Ins

A Consumer’s Guide to Mortgage Settlement Costs

A Consumer’s Guide to Mortgage Refinancings

Home Mortgages: Understanding the Process and Your Right
to Fair Lending

How to File a Consumer Complaint about a Bank

Making Sense of Savings

SHOP: The Card You Pick Can Save You Money

Welcome to the Federal Reserve

When Your Home is on the Line: What You Should Know
About Home Equity Lines of Credit

Keys to Vehicle Leasing

Looking for the Best Mortgage
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STAFF STUDIES: Only Summaries Printed in the

BULLETIN

Studies and papers on economic and financial subjects that are of
general interest. Requests to obtain single copies of the full text or
to be added to the mailing list for the series may be sent to
Publications Services.

Staff Studies 1-158, 161, 163, 165, 166, 168, and 169 are out of

print.

159.

160.

162.

NEw DATA ON THE PERFORMANCE OF NONBANK SUBSIDI-
ARIES OF BANK HOLDING COMPANIES, by Nellie Liang and
Donald Savage. February 1990. 12 pp.

BANKING MARKETS AND THE USE OF FINANCIAL SER-
VICES BY SMALL AND MEDIUM-SIZED BUSINESSES, by
Gregory E. Ellichausen and John D. Wolken. September
1990. 35 pp.

EVIDENCE ON THE SI1ZE OF BANKING MARKETS FROM MORT-
GAGE LOAN RATES IN TweNTy CITIES, by Stephen A.
Rhoades. February 1992. 11 pp.

164.

167.

170.

171.

172.

THE 1989-92 CREDIT CRUNCH FOR REAL ESTATE, by
James T. Fergus and John L. Goodman, Jr. July 1993.
20 pp.

A SUMMARY OF MERGER PERFORMANCE STUDIES IN BANK-
ING, 1980-93, AND AN ASSESSMENT OF THE ‘“‘OPERATING
PERFORMANCE” AND “EVENT STUDY” METHODOLOGIES,
by Stephen A. Rhoades. July 1994. 37 pp.

THE COST OF IMPLEMENTING CONSUMER FINANCIAL REGU-
LATIONS: AN ANALYSIS OF EXPERIENCE WITH THE TRUTH
IN SAVINGS AcT, by Gregory Ellichausen and Barbara R.
Lowrey, December 1997. 17 pp.

THE CosT OF BANK REGULATION: A REVIEW OF THE EvI-
DENCE, by Gregory Ellichausen, April 1998. 35 pp.

USING SUBORDINATED DEBT AS AN INSTRUMENT OF MAR-
KET DISCIPLINE, by Study Group on Subordinated Notes
and Debentures, Federal Reserve System, December 1999.

69 pp.
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Maps of the Federal Reserve System

-
L
o

ALASKA -
HAWAII &%

LEGEND
Both pages
B Federal Reserve Bank city

Board of Governors of the Federal
Reserve System, Washington, D.C.

NoOTE

The Federal Reserve officially identifies Districts by num-
ber and Reserve Bank city (shown on both pages) and by
letter (shown on the facing page).

In the 12th District, the Seaitle Branch serves Alaska,
and the San Francisco Bank serves Hawaii.

The System serves commonwealths and territories as
follows: the New York Bank serves the Commonwealth

Facing page
* Federal Reserve Branch city

— Branch boundary

of Puerto Rico and the U.S. Virgin Islands; the San Fran-
cisco Bank serves American Samoa, Guam, and the Com-
monwealth of the Northern Mariana Islands. The Board of
Governors revised the branch boundaries of the System
most recently in February 1996.
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Federal Reserve Banks, Branches, and Offices

FEDERAL RESERVE BANK Chairman President Vice President
branch, or facility Zip Deputy Chairman First Vice President in charge of branch
BOSTON* .................. 02106 William C. Brainard Cathy E. Minehan
William O. Taylor Paul M. Connolly
NEW YORK* ............... 10045 Peter G. Peterson William J. McDonough
Charles A. Heimbold, Jr. Jamie B. Stewart, Jr.
Buffalo ................... 14240 Bal Dixit Carl W. Turnipseed!
PHILADELPHIA ........... 19105 Joan Carter Edward G. Boehne
Charisse R. Lillie William H. Stone, Ir.
CLEVELAND* ............. 44101 David H. Hoag Jerry L. Jordan
To be announced Sandra Pianalto
Cincinnati ................ 45201 George C. Juilfs Barbara B.Henshaw
Pittsburgh ................ 15230 John T. Ryan, Il Robert B. Schaub
RICHMOND* ,............. 23219 Jeremiah J, Sheehan J. Alfred Broaddus, Jr.
Wesley S. Williams, Jr. Walter A. Varvel
Baltimore ................. 21203  George L. Russell, Jr. William J. Tignanelli!
Charlotte .................. 28230 Joan H. Zimmerman Dan M. Bechter!
ATLANTA .................. 30303 John E. Wieland Jack Guynn
Paula Lovell Patrick K. Barron James M. McKee
Birmingham .............. 35283 D. Bruce Carr Andre T. Anderson
Jacksonville .............. 32231 William E. Flaherty Robert J. Slack
Miami ....o.oiiiiiiinn 33152 Karen Johnson-Street James T. Curry III
Nashville ................. 37203 Frances F. Marcum Melvyn K. Purcell!
New Orleans ............. 70161 Dwight H. Evans Robert J. Musso!
CHICAGO* ........coeeene. 60690 Arthur C. Martinez Michael H. Moskow
Robert J. Darnall William C. Conrad
Detroit ......vovevininennn 48231 Timothy D. Leuliette David R. Allardice!
ST.LOUIS ......ccoovinnee. 63166 Susan S. Elliott William Poole
Charles W. Mueller W. LeGrande Rives
Little Rock ............... 72203 Diana T. Hueter Robert A. Hopkins
Louisville ................. 40232 J. Stephen Barger Thomas A. Boone
Memphis ................. 38101 Mike P. Sturdivant, Jr. Martha Perine Beard
MINNEAPOLIS ............ 55480 James J. Howard Gary H. Stern
Ronald N. Zwieg Colleen K. Strand
Helena .................... 59601 William P. Underriner Samuel H. Gane
KANSASCITY ............. 64198 Jo Marie Dancik Thomas M. Hoenig
Terrence P. Dunn Richard K. Rasdall
Denver .................... 80217 Kathryn A. Paul Carl M. Gambs'!
Oklahoma City ........... 73125 Larry W. Brummett Kelly J. Dubbert
Omaha .................... 68102 Gladys Styles Johnston Steven D. Evans
DALLAS ...t 75201 Roger R. Hemminghaus Robert D. McTeer, Jr.
H. B. Zachry, Jr. Helen E. Holcomb
ElPaso ..........c.cenen 79999 Beauregard Brite White Sammie C. Clay
Houston .................. 77252 Edward O. Gaylord Robert Smith, IIT!
San Antonio .............. 78295 Patty P. Mueller James L. Stull!
SAN FRANCISCO ......... 94120 Gary G. Michael Robert T. Parry
Nelson C. Rising John E. Moore
Los Angeles .............. 90051 Lonnie Kane Mark L. Mullinix!
Portland .................. 97208 Nancy Wilgenbusch Raymond H. Laurence!
Salt Lake City ............ 84125 Barbara L. Wilson Andrea P. Wolcott
Seattle .................... 98124 Richard R. Sonstelie Gordon R. G. Werkema?

*Additional offices of these Banks are located at Windsor Locks, Connecticut 06096; East Rutherford, New Jersey 07016; Utica at Oriskany, New York 13424;
Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West Virginia 25311; Des Moines, Iowa 50306; Indianapolis, Indiana 46204; Milwaukee.

Wisconsin 53202; and Peoria, Illinois 61607.

1. Senior Vice President.
2. Executive Vice President



