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International Banking Facilities

This article was prepared by Sydney J. Key of

the Board’'s Division of International Finance.
Footnotes appear at the end of the article,

The Federal Reserve Board permitted banking
offices in the United States to establish interna-
tional banking facilities (IBFs) beginning in carly
December 1981. The purpose was to allow these
banking offices to conduct a deposit and loan
business with foreign residents, including foreign
banks, without being subject to reserve require-
ments or intercst rate ceilings. IBFs are also
exempt from the insurance coverage and assess-
ments imposed by the Federal Deposit Insurance
Corporation. In addition, nine states have cn-
couraged banking institutions to establish IBFs
by granting favorable tax trecatment under state
or local law for IBIF operations. As a result,
banking offices located in the United States can,
through their IBFs, conduct transactions with
foreign residents in a regulatory environment
broadly similar to that of the Eurocurrency mar-
ket without having to use an offshore facility.

By early September 1982, nearly 400 banking
institutions—including U.S.-chartered banks,
U.S. agencies and branches of foreign banks, and
U.S. offices of Edge corporations—had ecstab-
lished IBFs. Total assets at IBFs amounted to
more than $150 billion, of which IBFs in New
York accounted for more than three-quarters.
Chart 1 shows that IBF assets grew rapidly
during December 1981 as IBFs were opened in
large numbers and as assets werc shifted to IBFs
from their establishing entities and from foreign
offices of thosc entities. Growth has continued in
1982 but at a more moderate pace. A consider-
able proportion of IBF activity is interbank, and
the bulk of IBF deposits have maturities of
fourteen days or more.

This article reviews the history of the IBF
proposal, summarizes the legal framework for
IBF operations, and then discusses the activities
of IBFs during the first ninc months of their
existence.

HISTORY OF 11HE IBI PROPOSAL

During the 1960s, the Eurocurrency market grew
rapidly, as did participation in that market by
foreign branches of U.S.-chartered banks. This
development was in part a result of interest rate
ceilings, maturity limitations, and reserve re-
quirements on deposits at banks in the United
States. U.S. measures to reduce net capital out-
flows from the United States—the Interest
Equalization Tax and Voluntary Forcign Credit
Restraint program, which were in effect from the
mid-1960s until January [974—also contributed
to the growth of the offshore banking market.
By 1982, total deposits in the Eurocurrency
market amounted to an estimated $900 billion,
net of deposits between banks within the market.
Claims on nonbanks amounted to about $500
billion. Although dollar-denominated asscts and
liabilities predominate, Euromarket activity in-
cludes all major currencies and is conducted in
international financial centers around the world.
The conventional definition of the Eurocurrency
market includes deposits and loans booked out-
side the country in whose currency they are
denominated. [BFs are domiciled in the United

. 1B assets and tiabilitics
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States; but, because their regulatory environ-
ment is broadly similar to that of the Euromar-
ket, IBF deposits and loans, including those that
are denominated in dollars, can, for most pur-
poses, be considered part of the Euromarket.

IBF-type proposals were first put forward in
the early 1970s to allow U.S. banks more flexibil-
ity under the Voluntary Foreign Credit Restraint
(VFCR) program, which set ceilings on claims on
foreigners held by U.S. banking offices. After the
removal of the VFCR and other U.S. capital
controls in January 1974, the idea of IBFs re-
emerged as a possible method of reducing the
burden of domestic reserve requirements and
interest rate limitations. Proposals for a ‘‘foreign
window’ or a ‘‘free-trade banking zone’’ were
studied within the government as a way of grant-
ing regulatory relief. The Federal Reserve Board
was, however, concerned about the effect that
the adoption of such proposals would have on
the conduct of monetary policy and on competi-
tion among groups of U.S. banks.

The proposal that culminated in the final IBF
regulations was submitted to the Board by the
New York Clearing House Association in July
1978. The month before, the New York state
legislature had enacted a statute granting favor-
able tax treatment to IBFs under New York
State and City law, subject to the condition that
the Federal Reserve Board take action to exempt
IBF activities from reserve requirements and
interest rate limitations.

The Board considered the IBF proposal in
December 1978, and decided to request comment
on a number of its features and to analyze further
the issues involved. After passage of the Mone-
tary Control Act of 1980, which broadened the
Federal Reserve Board’s authority to impose
reserve requirements and explicitly confirmed
the Board’s authority to exempt IBFs from such
requirements, the Board again considered 1BFs
and issued proposed regulations for comment. In
June 1981 the Board adopted final regulations,
which became effective December 3, 1981.

IEDERAL RESERVE BOARD REGUILATIONS
Although IBFs are often regarded as engaging in

loan and deposit transactions, in reality an IBF is
not an institution but rather a set of asset and

liability accounts segregated on the books of its
establishing entity. Under Federal Reserve
Board regulations, IBFs may be established by a
U.S.-chartered depository institution, a U.S.
branch or agency of a foreign bank, or a U.S.
office of an Edge or Agreement corporation,! No
formal application is required to open an IBF,
but an entity must notify its Federal Reserve
Bank before doing so and agree to comply with
the Federal Reserve Board’s regulations, includ-
ing recordkeeping, accounting, and reporting re-
quirements.?

Permissible 1B Activitios

Transactions that may be booked at an IBF are
specified in the June 1981 amendments to Regu-
lations D (Reserve Requirements of Depository
Institutions) and Q (Interest on Deposits) of the
Federal Reserve Board. In adopting these
amendments the Board intended to facilitate the
provision of international banking services to
foreign customers at banking offices in the Unit-
ed States. However, to avoid complicating the
conduct of domestic monetary policy, the Board
wanted to insulate U.S. economic activity from
IBF transactions. Among the Board’s principal
concerns was the possibility that IBF accounts
might be substituted for transaction accounts
included in M1 or be used to circumvent reserve
requirements or interest rate ceilings. Conse-
quently, the amendments to Regulations D and Q
impose a number of limitations on IBF activities
that do not apply to foreign branches of U.S.-
chartered banks.

First, IBF loan and deposit customers are
restricted to foreign residents (including banks),
other IBFs, and the entity establishing the IBF.
Lending to or accepting deposits from any other
U.S. resident is prohibited. Funds advanced to a
U.S. banking office from its own IBF are subject
to Eurocurrency reserve requircments in the
same manner as funds advanced from a bank’s
foreign offices to its U.S. offices.

Second, limitations are placed on the maturity
of “IBF time deposits,”” which may be in the
form of deposits, borrowings, placements, or
similar instruments, An IBF may offer such
deposits with an overnight maturity to banks in
foreign countries, to other IBFs, and to domestic



and foreign offices of its establishing entity;? but
IBF time deposits of nonbank foreign residents
arc subject to a minimum maturity or notice
requirement of two business days.

Third, transactions of nonbank customers at
IBFs are subject to a minimum amount of
$100,000; a withdrawal of less than this amount is
permittcd only to close out an account or to
withdraw accumulated interest. Deposits and
withdrawals of banks at IBFs are not subject to
any minimum amount,

Fourth, [BFs are prohibited from issuing nego-
tiable instruments because such instruments
could be transterred by the original holder to
U.S. residents who are not eligible deposit cus-
tomers of IBFs.

Fifth, an IBF may cxtend credit to a foreign
nonbank customer only it the proceeds are used
to finance operations of the borrower (or its
affiliates) outside the United States. Similarly,
under the Board’s regulations, an IBF may ac-
cept a deposit from a foreign nonbank customer
only if the funds arc used to support operations
of the depositor (or its affiliates) outside the
United States.?

Sixth, IBFs may cngage in limited kinds of
secondary market transactions; in particular,
they may purchase (or scll) 1BF-eligible assets
such as loans, loan participations, sccurities,
certificates of deposit, and bankers acceptances
from (or to) any domestic or foreign customer,
except domestic affiliates of the establishing ¢nti-
ty.>

Dermissible Activities of Foreign Branches
of U.S. Banks

The limitations on IBFs are more restrictive than
those on foreign branches of U.S.-chartered
banks. In contrast to IBFs, such branches are
not prohibited from accepting deposits from and
making loans to U.S. residents. There are no
limitations on the maturitics of deposits at such
branches provided that they arc payable only
outside the United States. In addition, unlike
IBFs, foreign branches of U.S. banks may issue
negotiable instruments, such as certificates of
deposit and bankers acceptances, and they may
purchase or scll assets in sccondary market
transactions without restriction.
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However, for purposes of reserve require-
ments and interest rate ceilings, foreign branches
and IBFs are treated in a similar manner. Depos-
its at forcign branches of U.S. banks that arc
payable only outside the United States are not
subject to reserve requirements or interest rate
ceilings. Net advances by a branch to its U.S.
parent bank, purchases of assets from its parent
bank, and branch loans to U.S. residents are
included in the calculation of the parent bank’s
required Eurocurrency reserves.®

OTHER BANKING LAWS AND REEGUIATIONS

In addition to the Federal Reserve Board’s regu-
lations, IBFs are governed by state and other
federal banking laws and regulations. An cntity
that cstablishes an IBF does not obtain any new
powers by doing so, because an IBF is simply a
segregated set of books. Thus an establishing
entity may not e¢ngage in any type of business
through its IBF that it is not already permitted to
cngage in under its federal or state charter or
license. For example, as a depository institution,
a federal savings and loan association could
establish an I1BF, but as of this writing, it could
not make unsecured commercial loans through
the IBF because federal law does not permit the
association itself to make such loans.

Similarly, in meeting loan limitation require-
ments, establishing entities must include loans
made by the IBF. For example, IBFs established
by U.S. offices of an Edge corporation arc sub-
ject to the lending limits and the leveraging
restrictions of the Edge corporation.?

One examplc of the application of state bank-
ing laws and regulations to IBF activities in-
volves U.S. offices of foreign banks. Some states
impose asset-pledge or assct-maintenance re-
quirements based on the liabilities of state-li-
censed offices of forcign banks, Without special
action, these requirements would apply to liabil-
itics of IBFs operated at such offices; however,
New York, California, and Florida have exempt-
ed 1BF liabilities from these requirements.

Without special legislation, federal law would
have subjected deposits at IBFs established by
federally insured depository institutions to the
insurance coverage and concomitant assess-
ments of the Federal Deposit Insurance Corpora-
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tion. However, federal legislation enacted in late
1981 exempted deposits at IBFs from such cov-
erage and assessments.

TAX LAWS AND REGULATIONS

Favorable tax treatment under state and local
statutes has been an important factor for banks in
assessing the attractiveness of establishing an
IBF. Where favorable tax treatment for IBFs has
been granted, there are usually tax advantages in
booking loans at an IBF rather than at a domestic
office. For some U.S.-chartered banks, there are
also tax advantages to booking loans at an 1BF
rather than at a shell branch because, in some
instances, state tax authorities have attempted to
apply state tax laws so that certain income from
shell branches would, in effect, be trecated as
income of the domestic bank itself. In such a
situation, a bank may use an IBF instead of a
shell branch in order to rely on specific statutory
provisions granting tax relief to [BFs.

Nine states, including New York, California,
Illinois, and Florida, have enacted special tax
legislation for IBFs.® The provisions for tax relief
differ considerably, reflecting differences in both
the underlying state tax structures and the
amount and timing of the tax relief provided for
IBF operations. There have been no modifica-
tions to federal tax statutes for IBFs; as a result,
income arising from 1BF activities is subject to
U.S. federal income taxation in the same manner
as other income of the domestic office of the
establishing entity.

New York was the first state to grant favorable
tax treatment to IBFs, but it limited that relief in
a number of ways. The statute established a
complex formula for determining an IBF’s
“adjusted cligible net income,”” which is the
amount that is deductible from New York tax-
able income in computing New York State and
City income taxes.” Because the bulk of IBF
activity is located in that state, a summary of the
New York formula may be useful.

First, an IBF’s ‘‘eligible net income’’ must be
calculated by subtracting its ‘‘applicable ex-
penses’’ from its ‘‘eligible gross income.”’ Eligi-
ble gross income consists of gross income from
making, arranging for, placing, or servicing loans

to foreign persons; the income derived from
deposits and placements with foreign banks or
other IBFs; and gains and losses on certain
foreign exchange transactions. Under regula-
tions issued by the New York State Department
of Taxation and Finance, applicable expenses
include interest expenses, bad-debt deductions,
and other direct and indirect cxpenses.

Two adjustments must be made to a New York
IBF’s eligible net income. The first is a deduction
for the “‘ineligible tunding amount,”” which re-
flects the decision to give an IBF a tax benefit
only to the extent that the IBF is funded by
foreign persons, including other 1BFs,

The second adjustment is a deduction for the
“floor amount.” The purposc is to avoid an
abrupt decrease in tax revenues by reducing the
tax benefit granted to an IBF in proportion to the
decline in foreign lending activity on the domes-
tic books of its establishing entity since 1975-77,
the base period. The floor amount is phased out,
but is not reduced to zero untit the beginning of
the tenth taxable year of an IBE’s existence.

In lllinois, the portion of a bank’s adjusted
federal taxable income subject to state taxation is
determined by using a one-factor formula: the
ratio of a bank’s gross income from lllinois
sources to its gross income from all sources. Tax
relief for IBFs was granted by allowing a bank to
exclude the “‘adjusted income’ of its IBF from
its Illinois gross income for purposes of this
formula. However, like New York, Illinois re-
quires that a floor amount be used to adjust an
[BE’s income. 'Y [llinois does not use the concept
of ineligible funding.

In California, a bank is taxed on the basis of
the worldwide activities of its “‘unitary”” group—
that is, a group of affiliated corporations having
interrelated operations, including any that do
business in California. The amount of income
subject to California taxation is determined by an
apportionment formula that takes into account
the ratio of California to worldwide assets, reve-
nues, and payroll. Tax reliet for IBFs was grant-
ed by treating IBF assets and revenues as if they
were located outside California for purposes of
this formula.

In some states, special legislation for IBFs is
considered unnecessary; Tcxas, for example,
does not impose a tax on corporate income.



1. Number of IBUS, by stale wind type of establishing
entity, September 8, 1982

U.S.- [ Agencies | Offices of
State chartered and Edge Total

banks! {branches? | corporations
New York ........ 36 128 15 176
California ......... 2 48 0 70
Florida ........... 21 19 20 60
Ilinois.. ... R 6 13 4 23
Texas....oooovinn.. 12 ) 3 15
Peansylvania ...... 6 2 0 8
District of Columbia 7 i 0 8
Washington ....... 3 4 0 7
Georgia ...,....... 4 1 ] 6
Massachusetts. .. .. 3 1 1 5
Others* ..., i7 0 0 17
Total ............. 127 214 54 395

1. Oniy one thrift institution, a savings and loan association located
in Flovida, has established an [BF; it is included with U.S.-chartered
banks in this table.

2. U.S. agencics and branches of foreign banks,

3. Under the Texas canstitution, foreign banks are prohibited from
establishing agencics or branches in that state.

4. Connecticut, Kentucky, Louisiana, Michigan, New Jersey,
North Carolina, Ohio, and Rhode 1sland.

Although income from forcign sources is not
subject to Florida income taxes, that state en-
acted special IBF legislation to ensure that all
IBF operations would be exempt from Florida
income and other taxation.

IBE Acrivirtes: Ty FIRS E NINE MONTITS

As noted ecarlier, nearly 400 banking institutions
had cstablished IBFs by Scptember 8, 1982,
Almost half are located in New York; another
one-third arc located in Calitornia and Florida.
(See table 1.) U.S. agencies and branches of
foreign banks account for more than half of the
total number of institutions cstablishing IBFs. !

Of all the IBFs established by September 8,
only 219—or 55 percent—had total assets or
liabilities of $50 million or more and were there-
fore required to file a weekly report of their
activities with the Federal Reserve; of these, 38
had total assets or total liabilities of $1 billion or
more.

181 Assets

As of September 8, total IBE assets were $152
billion. IBFs in New York accounted for about
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78 percent of this total; in California, for about 13
percent; in [llinois, for nearly 6 percent; and in
Florida, for 2 percent,

IBF claims on uarelated partiecs amounted to
$131 billion (table 2). Claims on forcign banks
were the largest component of IBF assets: taken
together, balances duec from banks in foreign
countries and loans to banks in foreign countries
accounted for more than two-fifths of claims on
unrelated partics. Business loans to foreign resi-
dents accounted for slightly more than one-
quarter of such claims; and loans to foreign
governments and official institutions accounted
for an additional 12 percent. (The growth of these
assets is shown in chart 2.)

Loselected types of IBE assets

Ratio scale, billions of dollars

50
. , . 40
Business loans to foreign residents e
,,,,, e 30
f"gﬁ 20
4
Loans to foreign governments 10
and official institutions
Balances due from
banks in foreign
COUrHrics 5

| I :
1981 9%

IBFs of large U.S.-chartered banks and U.S,
agencies and branches of foreign banks had simi-
lar asset structures—that is, they had approxi-
mately the same proportion of ¢laims on unrelat-
ed parties in most major asset categories. The
only notable difference between the two groups
involved claims on other 1BFs, which werc more
important for agencies and branches than for
large U.S. banks.

As of early September, IBFs at U.S. agencies
and branches of forcign banks accounted for a
substantial portion of IBF activity: 52 percent of
IBF claims on unrelated parties. Large U.S.-
chartered banks accounted for 42 percent of such
claims. By contrast, U.S. offices of Edge corpo-
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rations accounted for only 5 percent of IBF
claims on unrelated parties; and smaller U.S.-
chartered banks accounted for the remaining 1
percent.

Of the approximately $68 billion in claims on
unrelated parties at IBFs of U.S. agencies and
branches of foreign banks, nearly three-fifths, or

o
Of toternosd Drond e

20 Assets and habiliies

Billions of dollars

Balance sheet item

ASSETS
1. Total claims on unrelated parties® ..........................

. Loans and balances due from other IBFs...................
Balances due from
Banks in foreign countries ...

Loans to foreign residents
Business (commercial and industrial) loans ...............
Banks in foreign countries ................
. Foreign governments and official institutions.
9, Otherlodns ,.....ovvuuv v eiiirnieinriuirrienines
10. Other assets in IBF accounts. .......ovvvvennoiiiiinn o

2
3
4.
5. Securities of foreign residents ........... ...,
6
7
8 .........

1. Gross claims on foreign offices of establishing entity*........ ..
12. Total assets other than claims on U.S. offices of establishing
MY o e
LIABILITIES
13. Totat liabilities due to unvelated partles® ....................

14. Liabilities due to other IBFs
15.  Overnight maturity or notice

16. Liabilities due to banks in foreign countries ................
17. Overnight maturity ornotice ......................ui,
18.  2-13 days maturity or potice ............

19. 14 days or more maturity or notice
20. Liabilities due to foreign governments and official institutions

21, Overnight maturity ornotice ...,
22, 213 days maturity or notice .. ... .o i i
23. 14 days or more maturity or OtCe , .. c.vvvvvenenunn.,.
24. Liabilities due to other foreign residents....................
25.  2-13 days maturity or notICe .. ....ovvvvi vt
26. 14 days or more maturity or notice .. e
27. Other liabilities in IBF accounts. ...............covvvvvn...

28. Gross liabilities due to foreign offices of establishing entity® . . . .
29. Total liabilities other than those due to U.S. offices of establish-
Ingentity’ . ... ...

REsibuAaL

30. Net due from or net due to (~) U.S, offices of establishing en-
tity (item 29 minus item 12)> ... ... .. . i

Memo: Net due from or net due to (—) foreign offices of establish-
ing entity (item 11 minus item 28)*

Number of reporters .........................................

Includes data only for entitics whose IBFs had assets or liabil-
itles of at least $50 million on September 8, 1982, or on any carlier
weekly IBF report date. (Details may not add to totals because of
rounding.)

2. Banks with domestic assets of $750 million or more on December
31, 1977.
3. U.S. agencies and branches of foreign banks.

[T

$39 billion, was accounted for by U.S. agencies
and branches of Japanese banks. The amount of
IBF activity being conducted at agencies and
branches of Japanese banks is not surprising
because almost none of the Japanese banks have
Caribbean shell branches. 2

IBF loans and deposits may be denominated in

fooope of coabledome coiny Soprember oo [YR
Large Agencies All Total,

oS and other all
banks? hranches‘ entities entities
54.8 68.0 8.5 131.3
2.4 10.8 2.0 15.2
1.1 12.4 4.2 21.7
2 0 0 2

.1 1.0 Q 1.1
16.8 17.0 7 4.5
13.2 14.7 1.0 28.9
6.8 9.1 3 16.2
9 3 N 1.2
1.8 1.7 2 3.8
6.1 13.7 4 20.2
60.9 81.6 8.9 151.5
22,9 48.1 6.5 77.6
2.4 12.3 7 15.4

.1 6 A .
9.7 25.7 1.8 37.3
.9 1.2 3 23

.1 1.3 2 1.5
8.8 23.3 1.4 33.4
3.6 2.7 2 6.5
1.6 5 0 2.1
2 . 0 3
1.8 2.1 2 4.1
5.6 4.9 34 3.8
2 2 .1 4
54 4.8 33 13.4
1.0 1.3 4 2.7
34.6 22.2 1.3 58.1
57.6 70.3 7.8 135.7
-34 -113 -1.1 -15.8
—28.5 -8.6 -9 ~38.0
37 149 33 219

4. U.S.-chartered banks with domestic assets of less than ‘5750
million on December 31,

1977, and U.S. offices of Edge and Agree-

ment corporations.

5. Includes amounts denominated in both U.S, dollars and other
currencics; unless noted, figures on all other fines include only
amounts denominated in U.S. dollars.



either U.S. dollars or foreign currencics. Al-
though U.S. banks had sought this ability, to
date the volume of IBF business denominated in
foreign currencies has been very small, account-
ing for only 2 to 3 percent of total assets or total
liabilities at IBFs of both large U.S.-chartered
banks and U.S. agencies and branches of foreign
banks. This compares with a share of business
denominated in foreign currencies of approxi-
mately 4 percent of total assets at Caribbean
branches of U.S. banks and about 25 percent of
total assets at London branches of U.S. banks.

1B 1nding:

IBFs have obtained most of their funding from
banks, including their establishing entities and
foreign offices of thosc entities. At first, IBFs
were funded primarily by net advances from
establishing entities and foreign offices of those
entitics. As of the end of December 1981, IBF
liabilitics due to unrelated partics were equal to
only one-third of [BF claims on unrelated parties
and amounted to about $18 billion. But, as chart
3 shows, the pattern of IBF funding has been
changing. In the aggregate, as of September 8,
1982, IBF liabilities due to unrelated parties had
increased to about 60 percent of IBF claims on
unrelated parties and amounted to $78 billion.
About half of these liabilities due to unre-
lated parties represented deposits of banks in
foreign countries. Foreign banks accounted for
approximately the same proportion of liabilities
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due to unrelated foreign residents at London and
Caribbcan branches of U.S. banks. However,
relative to the size of the Eurocurrency market,
the volume of deposits of foreign banks at IBFs
was small. Such deposits amounted to $26 billion
at IBFs established by U.S. agencies and
branches of foreign banks and only $10 billion at
IBFs established by large U.S.-chartered banks.
In comparison, foreign branches of U.S.-char-
tered banks alone had $106 billion of liabilitics
due to unrelated foreign banks as of July 30.

The maturity structure of IBF liabilities due to
foreign banks is typical of the maturity structure
of the Euromarket rather than that of the domes-
tic interbank market. Although IBFs may offer
deposits with an overnight maturity to banks,
about 90 percent of the deposits of banks in
foreign countries on the 1BF books as of carly
September had maturities of fourteen days or
more. Bankers report that typical maturities are
from one to three months, a pattern similar to
that of the Euromarket, as contrasted with a
predominance of overnight maturitics in the do-
mestic interbank market.

The inter-IBF market is still quite small, but it
is growing. IBF liabilities due to other IBFKs
increased from $1% billion at the end of Decem-
ber 1981 to $15% billion in carly September
(chart 4). Of this total, U.S. agencies and
branches of foreign banks accounted for more
than $12 billion; these entities appear to usc the
inter-IBF market as a substitute for the term



572 Federal Reserve Bulletin O October 1982

federal funds market, and so far, there has been
little trading of overnight funds among IBFs.

To date, rates paid on IBF deposits have been
virtually the same as rates on Eurodollar depos-
its of comparable size and maturity. Bankers
report only isolated instances of IBF deposit
rates below Eurodollar rates; a typical example
involves a bank located in a foreign country
acting in a fiduciary role for a customer with a
strong preference for an IBF deposit in the
United States. Bankers also report that rates on
deposits transferred to IBFs during times of
international crisis have not differed significantly
from Eurodollar rates.

The pattern of IBF funding of U.S.-chartered
banks has consistently differed from that of U.S.
agencies and branches of foreign banks. Agen-
cies and branches have been funding a much
larger portion of their IBF claims on unrelated
parties with IBF liabilities due to unrelated par-
ties. As of early September, they funded 71
percent of such claims with liabilities due to
unrelated parties; the comparable figure for large
U.S.-chartered banks was 42 percent.

This difference in the extent of direct funding
from unrelated foreign residents is reflected in a
difference in the reliance on net advances to
IBFs from foreign offices of the establishing
entity. As of early September, large U.S.-char-
tered banks funded 52 percent of their 1BF
claims on unrelated parties with net advances
from their foreign offices to their IBFs; the
comparable figure for U.S. agencies and
branches of foreign banks was only 13 percent.
In the aggregate, large U.S.-chartered banks are
advancing funds to their foreign branches; thus
some portion of IBF funding from such branches
may be funding from the establishing entity that
is being channeled through its foreign branches.

The net position of an IBF vis-a-vis its estab-
lishing entity is a residual that balances the IBF
books. If IBF claims on unrelated parties and
related foreign offices exceed comparable IBF
liabilities, the ecstablishing entity is advancing
funds to its IBF. If liabilities of an IBF exceed its
assets, the IBF is advancing funds to its estab-
lishing entity.

Under the New York State tax statute, funding
by the establishing entity is not funding by a
‘‘foreign person’ and therefore constitutes “‘in-
eligible funding,”’ which reduces the tax benefit

allowed to an IBF. As expected, funding of New
York IBFs by large U.S.-chartered banks has
become very small; as already noted, tunding
from the establishing entity appears to be chan-
neled through foreign branches. However, de-
spite this tax provision, funding of New York
IBFs by agency or branch establishing entities
amounted to more than $6% billion in the aggre-
gate in early September.

Most of the other states with IBF tax statutes
do not use the concept of ineligible funding.
Outside New York, both large U.S.-chartered
banks and agencies and branches are, in the
aggregate, advancing funds to their IBFs. Of
course, both in New York and elsewhere, some
individual establishing entities are receiving
funds from their IBFs. As noted earlier, funds
acquired from an IBF are included in the calcula-
tion of an establishing entity’s required reserves
against Eurocurrency liabilities.

Shifting of Assets and Liabilities to {1BFs

Srom U.S. Books of Lstablishing Entities

As expected, some of the assets and liabilities on
the IBF books were shifted there from establish-
ing entities and foreign offices of those entities,
In order to measure the effect of shifts of assets
and deposits to IBFs from banking offices in the
United States on domestic bank credit and the
monetary aggregates, the Federal Reserve has
collected data for amounts that were shifted from
U.S. books of establishing entities during the
first four weeks of each IBF’s existence.'?
These data indicate that shifts of claims on
unrelated parties in initial four-week periods
amounted to about $34 billion by January 27,
1982. U.S. agencies and branches of foreign
banks accounted for nearly 85 percent of these
shifts. This is not surprising because, compared
with U.S.-chartered banks, the agencies and
branches had more IBF-eligible assets on their
U.S. books in the first place. As expected, shifts
from U.S. books of agencies and branches of
Japanese and Italian banks were particularly
large because, as noted carlier, almost none of
the Japanese and Italian banks have Caribbean
shell branches. The $16 billion in claims on
unrelated parties shifted from U.S. books of
agencies and branches of Japanese banks was



equal to more than a fifth of total assets at all
U.S. agencies and branches of Japanese banks.

Initial four-week transfers to IBFs from U.S.
books of establishing entities of liabilities due to
unrclated parties, including those occurring at
maturity, have been relatively small. Agencies
and branches accounted for nearly 90 percent of
the approximately $6 billion in such transfers
that occurred through January 27, the bulk of
which was in liabilitics due to foreign banks and
to forcign governments and official institutions.
Because deposits of foreign banks and official
institutions are excluded from the U.S. monetary
aggregates, the impact of such liability shifts on
the monetary aggregates was negligible. '

Reports filed by additional cstablishing entities
from the end of January through early Septem-
ber show that these institutions shifted about $3
billion in claims on unrelated parties to their
IBFs during the first four weeks of the IBI’s
existence. Of this amount, about $2 billion was
accounted for by agencies and branches. These
reports also show that during this period initial
four-week transters to 1BFs of liabilities due to
unrelated parties amounted to about $% billion.

The excess of assets over liabilities shifted
from domestic books to [BFs during the initjal
four-week periods was not surprising for several
reasons: first, a significant portion of domestic
office liabilities due to foreign residents com-
prises negotiable certificates of deposit, which
may not be offered by 1BFs; second, Regulation
Q penalties for carly withdrawal of certain time
deposits probably inhibited shifting, because a
deposit could be transferred to an IBF before
maturity without incurring such penalties only if
the maturity were not shortened and if the rate
were not changed; and, third, unlike shifting a
loan, shifting the booking of a deposit to an [BF
may involve renegotiation with the customer,
because the characteristics of IBE time deposits
are somewhat different from those of most do-
mestic office habilities.

A number of U.S. banking institutions still
have some loans to foreign residents and depos-
its of foreign residents on their U.S. books. For
example, as of September 8, large U.S.-char-
tered banks had about $7% billion in loans to
foreign banks, $7% billion in business loans to
foreign residents, and $5 billion in time deposits
of foreign banks and foreign governments and
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official institutions on their domestic books. Al-
though it is not known whether such loans and
deposits are [BF-cligible, some further shifting to
IBFs from U.S. offices may occur.

Shifting of Assety and Liabilities 1o 15

Jrowe Foreign Offices of Fstablisinng

futitioy

No data are available for shifting to IBFs from
foreign offices of either U.S. or foreign banks.
However, the amounts of such shifts through
January 27 were estimated by subtracting the
amounts shifted to IBFs from U.S. books of
establishing entitics from the amounts on the IBF
balance sheets. This calculation assumes that all
amounts on the IBF books at the end of January
were shifted from establishing entities or foreign
offices of those entities, and does not take into
account other business booked at IBFs or
amounts shifted from U.S. books of an establish-
ing entity after the filing of its four-weck domes-
tic shift report. As a result, thesc estimates
represent an upper limit on amounts shifted to
IBFs from foreign offices of establishing entities
through the end of January.

As of January 27, [BFs established by U.S.-
chartered banks had about $25 billion in claims
on unrelated forecign residents and about $6 bil-
lion in liabilities due to unrelated forcign resi-
dents that were not shifted from U.S. offices of
these banks during the first four weeks after
establishment of an IBF (table 3). The compara-
ble figures for IBFs established by U.S. agencies
and branches of foreign banks were about $5%
billion for claims on unrclated foreign residents
and $9 billion for liabilities due to unrclated
foreign residents,

That non-U.S. offices of forcign banks have
shifted much smaller amounts of assets to IBEs
than have non-U.S. offices of U.S. banks can be
explained in part by differences in tax incentives.
U.S. banks are subject to U.S. federal income
taxation on their worldwide income, which in-
cludes income of both their IBEs and their for-
cign offices. Thercfore, shifting asscts from a
foreign office to an 1BF would not, in general,
increase a U.S. bank’s federal income tax liabil-
ity. Incomc arising from the activitics of an IBF
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at a U.S. agency or branch of a foreign bank is,
like that of an IBF of a U.S. bank, subject to
U.S. federal income taxation in the same manner
as income arising from the activities of the agen-
cy or branch itself. By contrast, income associat-
ed with activities at non-U.S. offices of foreign
banks is not subject to U.S. federal taxation,
provided that the income is not ‘‘effectively
connected’” with the activities of a U.S. agency
or branch. As a result, a foreign bank would, in
general, increase its U.S. federal income tax
liability by shifting assets from a foreign office to
an IBF.

The estimates of potential shifting to IBFs
from foreign branches of U.S. banks are consis-
tent with data from the monthly reports filed by
these branches. Although it is impossible to
determine what changes in branch activity would
have occurred in the absence of IBFs, shifting to
IBFs appcars to have been associated with a
decline in transactions with unrelated foreign
residents at foreign branches of U.S. banks. As
table 3 shows, from the end of November to the
end of January, claims on and liabilities due to

1

Billions of dollars

unrelated foreign residents at Caribbean
branches of U.S. banks that had established
IBFs declined by amounts roughly similar to the
estimated shifts to IBFs from foreign offices of
U.S. banks. Moreover, bankers indicate that the
bulk of shifts to IBFs from foreign branches of
U.S. banks were from branches in Nassau and
the Caymans. Claims on and liabilities due to
unrelated foreign residents, particularly banks,
at London branches of U.S. banks also declined
from the end of November to the end of January,
but it is not clear to what extent these declines
were caused by shifting to IBFs.

The excess of estimated assets over estimated
liabilities shifted to IBFs from foreign branches
of U.S. banks implicitly involves advances from
the foreign branches to the IBFs, and is consis-
tent with the change in the net position of the
Caribbean branches vis-a-vis their parent banks
in the United States, which include 1BFs.

The decline in transactions with unrelated for-
eign residents at Caribbean branches that ap-
pears to have been associated with shifts to IBFs
during December and January continued through

3o Potential shidting to TRES fron foreign branches of ULS. chartered banks theougl Juawasy 27, {982

Amounts Shifts to Potential Changes at Changes at
Item outstanding IBFs from sgnfts :«0 1BFs Caribbean Longdon
at IBFs, domestic 'gg L °‘:’:'53“ branches, branches,
1/27/82! books? @) f (1)' 11/30/81-1/29/82% 11/30/81-1/29/82}
T g .
) ) 3) 4) [&)]
Claims on unrelated foreign residents
I.Banks ......ooviiiiiiiiieen 13.5 1.2 12.3 ~11.5 -7.1
2. Nombanks..........ooo v iiinne.n, 10.9 2.2 8.7 -7.8 ~.6
3. Public and official institutions ......... 4.7 9 38 ~4.0 -2
4. Total, lines 1-34...................... 29.1 43 24.8 -233 -1.9
Liabilities due to unrelated foreign residents
CBanks L. 39 0 39 -5.5 -6,5
6. Nonbanks........................ 1.4 1 1.3 -1.2 ~-2.8
7. Public and official institutions ......... 9 0 .9 ~=.1 1.0
8. Total, lines 5-7% ..................... 6.2 A 6.1 -6.8 -8.3
MeMo
Excess of assets shifted to IBFs over
liabilities shifted to IBFs (line 4 minus
Hne B) ..o e e 4.2 18.7
Net liabilities due to U.S. offices (including
IBFs) on books of foreign branches. ... -16.7 ~-3.0

t. Includes only IBFs that were established by U.S.-chartered
banks on or before January 6, 1982, and that had assets or liabilities of
at least $50 million on January 27, 1982. Figures include amounts
denominated in U.S. dollars only.

2. Includes shifting through January 27, 1982, to IBFs that were
established on or before January 6, 1982, and that had assets or
liabilities of at least $50 million on January 27, 1982. Figures include
amounts denominated in U.S. doltars only.

3. Includes only branches that reported on form FR 2502 as of

November 30, 1981, and as of January 29, 1982 (the last business day
of the month), and whose U.S.-chartered parent banks had estab-
lished IBFs.

4. Does not include claims on (other liabilities due to) other IBFs
because IBFs are not foreign residents. Securities of non-U.S. ad-
dressees and “‘other assets™ (‘““other liabilities’”) in IBF accounts are
also excluded because the equivalent categories for foreign branches
of U.S. buanks are not allocated between domestic and foreign
residents.
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mid-1982. This trend suggests that IBFs are
being used instead of shell branches to book
business that is 1BF-cligible. As chart 5 shows,

Caribbean branch claims on three categories of

foreign residents—banks, nonbanks, and public
and official institutions—continued to decline
through the first half of 1982, although at a less
rapid rate than in December and January. Liabil-
ities due to foreign banks at the Caribbean
branches continued to decline rather sharply.
As shown in table 4, despite the relatively
large decline in Caribbean branch transactions
with unrelated forcign residents over the entire
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period from the end of November through the
end of July, considerable amounts of claims on
and liabilities due to unrelated foreign residents
remain on the Caribbean branch books.

At London branches of U.S.-chartered banks,
the pattern of activity since the end of January
appears to have been affected only slightly, if at
all, by the existence of IBFs. For example,
although claims on unrclated foreign banks at the
London branches declined in December and Jan-
uary, a time when many IBFs were established,
such claims remained approximately constant
from the end of January through July (chart 6).
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4. Sclected assets and liabilities of forcign branches of U.S.-chartered banks!
Billions of dollars
All branches Caribbean branches London branches
Item
Percentage Percentage Percentage
11/30/81 | 7/30/82 change 11/30/81 | 7/30/82 change 11/30/81 | 7/30/82 change

Total assets/liabilities .. .. ... 463 465 5 149 141 ~52 162 164 -1.5
Claims on unrelated parties® . 347 32 -7.5 117 93 -20.4 115 107 -6.7

Foreign residents 309 274 -11.1 100 67 ~32.9 104 97 -7.4

US. residents ................. . 18 27 52.0 12 22 81.3 4 4 3.0
Liabilities due to unrelated parties®. ... 326 318 -2.5. 89 85 -4.8 141 139 ~1.7

Foreign residents . 228 195 -14.7 41 25 -40.1 102 91 ~10.8

US.residents .................... 79 103 30.9 44 58 30.4 2 40 23.1

. Data include all branches with total assets of at least $150
million—or *‘shell’” branches with total assets of at least $50. million—

on the report date or on any previous report date in the same calenda
year.
2. Percentage changes were computed using unrounded numbers.

CONCLUSION

Claims on unrelated parties at IBFs amounted to
$57 billion on December 30, 1981, the end of the
first month of IBF operations. Since then, IBF
activity has continued to grow, and, as of Sep-
tember 8, 1982, such claims amounted to $131
billion. Although IBFs have been in operation for
less than a year, some definite patterns of activi-
ty have emerged. For example, on the liability
side, IBF business consists primarily of inter-
bank and intrabank transactions. However, this
pattern may change over time as IBFs develop a
nonbank customer base.

Both U.S.-chartered banks and U.S. agencies
and branches of foreign banks that have estab-
lished IBFs are continuing to develop ways to
use IBFs more effectively. New York State tax
regulations for IBFs were not issued until the end
of March 1982, and the prolonged uncertainty
regarding these regulations may partially explain
why some banking institutions have moved slow-
ly in shifting assets to their IBFs.

The consensus in the banking community is

T

3. Claims on (habilities due to} unrelated U.S. residents plus claims

on (liabilities due to} unrelated foreign residents do not equal total
claims on (liabilities due to) unrelated parties because an ‘‘other
assets’” (“‘other liabilities’") category is not allocated between domes-
tic and foreign residents on the FR 2502 report form.

that, to date, IBFs have not attracted a substan-
tial amount of new business. Rather, the busi-
ness now on the IBF books either was shifted
there from establishing entities and foreign of-
fices of those entities or would, in the absence of
[BFs, have been booked at the establishing enti-
ties or foreign offices of those entities.

Beyond the general forces underlying the
growth of the Eurocurrency market as a whole, a
number of factors are involved in the future
growth of IBFs. For example, the ability of IBFs
to attract deposits from foreign residents will
depend, among other things, on depositors’ per-
ceptions of advantages regarding the sovereign
risk associated with deposits subject to U.S. law
and on the extent to which banks actively market
IBF deposits.

Just how competitive IBFs will be with other
banking centers remains to be secn. Further
growth in IBF activity in the near future seems
likely as experience is gained with this innova-
tion. And in the long term, IBFs have the poten-
tial to become a significant center of Euromarket
activity. I



FOOTITNOTES

1. Ingeneral, each branch or agency of a toreign bank may
establish an IBF. However, for regulatory and reporting
purposes 1BF activities at a foreign bank’s branches and
agencies in the same state and same Federal Reserve District
are regarded as activities of a single IBE.

A U.S.-chartered bank may engage in 1BF activities at any
of its branch offices; since virtually all U.S.-chartered banks
may operate branches in only one state, for regulatory and
reporting purposes & U.S. bank is regarded as establishing
only one IBF. However, through its subsidiary Edge corpora-
tion, a U.S. banking organization may have 1BFs in more
than one state.

In general, IBEs may be established at each U.S. oflice of a
subsidiary Edge corporation of a domestic or foreign bank.
However, as in the case of agencies and branches, for
regulatory and reporting purposes, [BF activities at offices of
Edge corporations in the same state and same Federal
Reserve District arc regarded as activities of a single 1BF.

2. Such notice must be filed two weeks before opening an
[BF. The basic accounting requirement is that an establishing
entity must segregate on its books and records the asset and
liability accounts of its IBI'. At present the Board requires
entities whose IBFs have assets or liabilities ot $50 million or
more to file weekly reports of their IBE accounts. All entities
with IBFs are required to file a quarterly report of their IBF
accounts as a supplement to their quarterly report of condi-
tion.

3. IBF transactions with foreign governments and official
institutions are treated in the same manner as IBF transac-
tions with foreign banks. Deposits of foreign governments
and official institutions, like those of foreign banks, are not
included in the U.S. monetary aggregates.

4. This policy must be communicated in writing to [BF
nonbank customers when a credit or deposit relationship is
first established; foreign affiliates of U.S. entitics must supply
a written acknowledgment.

5. The transactions must be at arm’s length and without
recourse, and the assets involved must satisfy the use-of-
proceeds requirement. In addition, an establishing entity and
its affiliates may not endorse or in any way guarantee a
negotiable instrument sold by its IBF in a secondary market
transaction.

6. In the calculation of such reserves, any amounts that the
foreign branches are, on a net basis, receiving from their
parent bank may be used to offset branch loans to U.S.
residents and purchases of assets from the parent bank.

7. Some banking organizations have requested that the
Board consider permitting lending limits and leveraging re-
strictions for an IBF established by a U.S. office of an Edge
corporation to be based on the capital of the parent bank,
rather than that of the Edge corporation.

8. The others are Connecticut, Maryland, Georgia, North
Carolina, and Washington; the District of Columbia has also
enacted 1BF tax legislation.

9, Under New York law, New York taxable income may
be computed according to one of two methods: a separate
accounting basis; or a formula allocation basis under which a
portion of adjusted federal taxable income is allocated to
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New York on the basis of a one-factor formula, the ratio of
gross income from New York sources to gross income from
all sources. Many New York banks use the separate account-
ing basis.

10. The adjustment for the floor amount in Ulinois is
similar to that in New York except that the base year is 1980,
and the floor amount is not phased out,

I1. Some multistate networks of related IBFs have been
established, particularly by foreign banks. Of the 126 U.S.-
chartered banks that have themselves established [BFs, 23
have related 1BFs in at least one other state established by
offices of their subsidiary Edge corporations. Of the 138
foreign banks with U.S. agencies and branches that have
established IBFs, 87 have IBFs at agencies or branches in
only one state (in almost all cases, New York), while the
remaining 51 have IBFs at agencies or branches in at least
two states.

12. l.ike the Japanese banks, almost none of the major
[talian banks have Caribbean shell branches. As of Septem-
ber 8, IBFs established by agencies and branches of Italian
banks had about $7'% billion in claims on unrelated parties,
the largest figure for a KEuropean country. In the aggregate,
IBFs established by U.S. agencies and branches of European
banks had about $22 billion in such claims.

13. Asset sales from a U.S. banking office to its IBF are
subject to Eurocurrency reserve requirements; however, the
Federal Reserve Board’s regulations permit assets to be trans-
ferred from a U.S. office to its IBF on a reserve-free basis
during the first four weeks after the institution has established
its IBF. This rule appears to provide an incentive for a banking
office to make such transfers during that period. However,
some large U.S.-chartered banks were substantial net lenders of
funds to their foreign branches, so that even after taking into
account such asset sales (and also loans to U.S. residents at
their foreign branches), these banks would have had no incen-
tive arising from Eurocurrency reserve requirements to make
such transfers during the four-week period.

{4. Shifting of assets and liabilities to [BFs had a relatively
small impact on required reserves. From December 3, 1981,
through January 1982, the period during which the bulk of
shifting from domestic books to IBFs occurred, the estimated
reduction in required reserves attributable to 1BFs was only
about $180 million to $230 million compared with total
required reserves of about $41 billion for the week ending
December 2, 1981. Most of the impact was attributable to a
decline in Eurocurrency reserves, which are estimated to
have decreased between $140 million and $160 million com-
pared with total Eurocurrency reserves of $550 million for the
week ending December 2. The reduction in Eurocurrency
reserves resulted principally from the transfer to IBEs of an
excess of claims on unrelated foreigners over liabilities duc to
unrelated foreigners from the U.S. books of establishing
entities. These transfers created a “‘due from IBF’” on the
books of the domestic office, which, because IBFs are
included with foreign branches for reserve requirement pur-
poses, reduced U.S. offices’ net liabilities due to foreign
branches and IBFs—one of the components used in calculat-
ing Eurocurrency reserve requirements.
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Treasury and Federal Reserve
Foreign Exchange Operations

This 41st joint report reflects the Treasury—Fed-
eral Reserve policy of making available addition-
al information on foreign exchange operations

Sfrom time to time. The Federal Reserve Bank of

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

This report was prepared by Sum Y. Cross,
Manager of Foreign Operations for the System
Open Market Account and Executive Vice Presi-
dent in charge of the Foreign Group of the
Federal Reserve Bank of New York. It covers the
period January through July 1982. Previous re-
ports have been published in the March and
September BULLETINS of edch year beginning
with September 1962,

The dollar was generally strong during the Feb-
ruary-through-July period of this review. It
climbed irregularly through the first half of the
year, and by carly July rcached levels against
several currencics not scen in many years. Al-
though the dollar eased back from its highs
during the last weeks of July, it closed on balance
between 4 and 16 percent higher against major
foreign currencics.

For much of the period, market participants
focused on monetary policy developments here
and abroad though the movement of interest rate
differentials had less impact on dollar exchange
rates than in many carlier periods. In the United
States, moncy growth was strong cven as the
economy contracted, and an unexpectedly large
bulge in the monctary aggregates in January
pushed growth in M1 above its targeted range.
Market participants anticipated that the Federal
Reserve would tighten up on the availability of
banks’ reserves, thereby restraining the growth
of money and credit even though concern was
mounting over recession in the United States.
Also, the prospect of continued large U.S. fiscal

deficits, even after the cconomy was projected to
emerge from recession, put pressurcs on the
financial markets.

Abroad, monetary authorities faced even more
prolonged weakness of their domestic economics
than experienced in the United States as well as
persistent inflationary pressures and structurally
large fiscal deficits. Pressures to stimulate de-
mand and to lower record or near-record rates of
unemployment were intense. Expectations de-
veloped in the market that foreign authorities not
only would be reluctant to raise their interest
rates, but would also take advantage of opportu-
nities to relax their financial policies, at least in
some measure.

In general, intercst rate developments tended
to confirm thesc expectations through the first
half of the year. With the Federal Reserve re-
straining the growth of bank reserves, short-term
U.S. interest rates were bid up sharply in March
and again in June in anticipation of a rencwed
expansion in the monetary aggregatcs. When
dollar interest rates rose, interest rates for assets
denominated in other currencics barely in-
creased.

On those occasions when the demand for
money and credit subsided and U.S. interest
rates eased, such as in late February and late
April and early May, interest rates abroad also
tended to soften and some foreign central banks
reduced official lending rates. Morcover, in view
of improvements in inflation and balance of
payments performances, some countrics, nota-
bly Germany and thc Netherlands, were pre-
pared at times to see a lowering in their domestic
interest rates even without comparable declines
in U.S. interest rates. As a result, there was a
tendency through June for actual and expected
interest rate differentials favoring the dollar to
widen when U.S. interest rates moved higher by
more than the differentials narrowed when U.S.
rates moved lower.



580 Federal Reserve Bulletin [ October 1982

Meanwhile, several other factors supported
the demand for dollars. Underpinning the dollar
was growing evidence that inflation was receding
in the United States. To be sure, market partici-
pants had concerns about the stance of fiscal
policy, including fears that pressures would arise
on the Federal Reserve to relax monetary policy
prematurely and thereby dissipate the hard-won
gains in the anti-inflation fight. But, for the time
being, market participants were generally im-
pressed by the commitment to reduce the role of
government in the private sector, by the stead-
fastness of the U.S. monetary authorities in
sticking with restrictive policies, and by the
results achieved so far. Wage settlements proved
surprisingly moderate, with some unions accept-
ing pay cuts to prevent or cushion declines in
employment, and many union settlements actual-
ly suspended or otherwise modified even the
principle of cost-of-living increases. Forecasters
anticipated that, even if food and energy prices
were to increase again, the overall U.S. inflation
rate would decelerate substantially for the year
as a whole. Inflation in this country was there-
fore moving well below that of most U.S. trading
partners and was rapidly converging toward the
performance of traditionally ‘‘low inflation™
countries, such as Germany, Japan, and Switzer-
land.

Also, the deepening international recession, an
abrupt stagnation in the volumc of world trade,
and a buildup of pressures for protectionist mea-
sures affected the United States less adversely
than many other countries. Confounding expec-
tations of a swing into deficit, this country’s
current account remained in surplus. Import
volumes, particularly of crude oil, declined
sharply in response to the recession in the econo-
my and continued reaction to previous oil price
increases, while agricultural exports and the per-
formance of services, most notably net invest-
ment income earnings, remained strong. Also, a
softening of most commodity prices and the
strengthening of the dollar led to an improvement
in the terms of trade, which helped hold down
the total cost of imports. At the same time,
further improvements in the current accounts of
Germany and Japan were stalled by the weaken-
ing global demand for manufactured goods, as
well as the slowdown of previously buoyant
markets in Asia and in Organization of Petroleum

Exporting Countries (OPEC) member states, In-
deed, the more pessimistic outlook for growth of
world trade heightened competitive pressures,
particularly for those countries in which trade is
a major component of gross national product.

In addition, the United States continued to
prove attractive to foreign investors. For one
thing, economic policies of the United States
embodied a clear antiregulatory posture and a
strong commitment to private enterprise that,
combined with a relatively flexible structure of
management—worker relations, served as an in-
ducement to foreign direct investment in the
United States. The domestic political and eco-
nomic climate in many other parts of the world,
including continental Europe and Canada, was
often more uncertain for business and financial
investment,

In the first six months of 1982, foreign direct
investment in the United States continued to
exceed U.S. direct investment abroad. For an-
other, the United States increasingly came to be
viewed as a safe haven for investors seeking
outlets for funds at a time of mounting interna-
tional insecurity. Instability in Eastern Europe
and open hostilities in the Middle East were
thought to have more serious economic and
political implications for many countries abroad
than for the United States. These international
tensions posed difficult policy issues for authori-
ties already grappling with divisive domestic
problems, underlining in the market’s view the
difficulties foreign leaders confronted in dealing
with the numerous challenges before them.
These uncertainties therefore prompted sizable
net flows of long-term portfolio capital into the
United States that, to some extent, had their
counterpart in outflows from Germany and Ja-
pan.

Several of the factors underpinning the dollar
coalesced in early June. Hostilities in Lebanon
intensified, other developments in the Middle
East were temporarily unsettling, the financial
markets in the United States were wary of a
renewed bulge in the monetary aggregates, and
market speculation built up that competitive
pressures would soon force a realignment of the
European Monetary System (EMS). In the
event, the EMS was realigned over the June 12~
13 weekend, following an earlier adjustment of
parities in February. This time intense bidding
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1. Drawings and repayments under reciprocal currency arrangements, January [, 1982-July 31, 1982!

Millions of dollars equivalent; drawings, or repayments ()

Bank drawing on System Jan. 1, 1982

Bank of Mexico ........... ..o oo 0

Transactions with

Jan. 1, 1981
Public series
German Federal Bank ........... ... ... ... 3,622.3
Swiss National Bank ............... ... ... 458.5
Total ... oo i i i e 4,080.8

Outstanding,

Commutments,

Activity by forcign central banks

. Outstanding,
1982 July 31, 1982

QI ] o2 l July

0 * 800.0 700.0 700.0
-800.0 200.0

Activity by the Federal Reserve System

. Commitments,
1982 Tuly 31, [982
Ql I Q2 | July
0 —451.0 - 580.6 2,610.6
0 0 0 458.5
0 —451.0 —580.6 3,069.1

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

pushed the dollar up, not only against the curren-
cies that had been devalued in the joint float, but
also and unexpectedly against the German mark,
which had just been revalued, and against non-
EMS currencics as well. With the dollar rising
sharply in unsettled markets, the U.S. authori-
ties intervened on June 14 in an effort to restore
orderly trading conditions. Operating through
the Trading Desk, they bought $21 million equiv-
alent of German marks and $9 million cquivalent
of Japanese yen. This operation provided resist-
ance to the rapid run-up in dollar rates and
helped restore more orderly trading conditions.

In July dollar interest rates dropped sharply.
The domestic economy was proving far weaker
than expected, with worrisome declines in pro-
duction and with increases in uncmployment.
Though corporate balance sheets remained gen-
erally strained by the burden of short-term dcbt,
overall credit demands slackened in response to
the continuing stagnation in demand and output.
Moreover, the growth of thc monetary aggre-
gates, for the first time in 1982, slowed sufficient-
ly to bring M1 into target range, and with short-
term interest rates softening, the Federal
Reserve twice announced cuts in its discount
rate of Y2 percentage point from 12 to 11 percent
by the end of July. Abroad, interest rates did not
decline nearly so much. The process of winding
down inflationary pressures had stalled. Al-
though economic conditions generally had dete-
riorated further as the recession deepened, only
in a few countries, such as Great Britain and

France, did the authorities continue the earlier
trend toward an easing of monetary policy, and
short-term interest rates in most foreign industri-
al countries were either unchanged or moved
somewhat higher. Thus, interest rate differentials
narrowed dramatically, for example, from 7' to
4 percentage points vis-a-vis the German mark
and from 9% to 5% percentage points against the
Japanese yen,

The dollar weakened only slightly, however.
Market participants recognized that there contin-
ued to be important reasons other than interest
rates for buying and holding dollars. In addition,
by this time, market participants were shoring up
their liquidity positions in dollars as a precaution
against any funding difficulties that might arise in
the wake of the deteriorating financial positions
of major private and public-sector borrowers.
Some problems had arisen affecting U.S. banks
and other financial concerns, as in the cases of
Drysdale Sccuritics and Penn Square Bank, as
well as private institutions abroad. Still other
difficulties related to the sovereign debts of vari-
ous countries including major borrowers in East-
ern Europe and Latin America. Among market
participants the feeling prevailed that, while indi-
vidual U.S. institutions were vulnerable to seri-
ous financial strains, they were as a group in a
better position to cope with international finan-
cial pressures than nondollar-based institutions.

By the end of July the dollar was off the
highest levels of the period. Compared with
levels at the end of January, it was still about 41
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percent higher on balance against the Canadian
dollar and the German mark, nearly 7 percent
higher against pound sterling, and about |1 per-
cent higher against the Japanese yen and the
Swiss franc. Against the currencies within the
EMS that had been devalued, the dollar rose on
balance between 9 percent and 16 percent. On a
trade-weighted basis the dollar rose nearly 10
percent.

2. U.S. Treasury and Federal Reserve
foreign exchange operations!

Net profits or Josses (=), in millions of dollars

U.S. Treasury
Period l}:z:’;r\‘,li Exchange General
' Stabilization | 77
Fund account
19820 1o 0 16.9 - 4.2
2 e 0 1.5 78.5
uly .o \] 1.7 58.8
Valuation profits and losses on
outstanding assets and liabil-
ities as of July 31, 1982, ..., --617.4 -1,382.2 722.2

. Data are on a value-date basis.

During the period, the Bank of Mexico re-
quested and was granted three drawings on its
swap line under the Federal Reserve’s reciprocal
currency arrangements. The drawings were
made at the end of April, June, and July, each for
one-day maturity.

On May 12 and July 26 the U.S. Treasury
redeemed further maturing German mark-de-
nominated securities equivalent to $1,011.6 mil-
lion. After these redemptions, the Treasury had
outstanding $3,069.1 million equivalent of the
foreign currency notes, public series, which had
been issued in the German and Swiss markets
with the cooperation of the respective authorities
in connection with the dollar-support program of
November 1978. Of the notes outstanding as of
July 31, 1982, a total of $2,610.6 million was
denominated in German marks and $458.5 mil-
lion was denominated in Swiss francs. The matu-
rity dates for those securities range between
September 1, 1982, and July 26, 1983,

In the seven months through July 1982, the
Federal Reserve had no gains or losses on its
foreign currency transactions. The Exchange
Stabilization Fund (ESF) gained $15.7 million net
in connection with sales of foreign currencies to
the Treasury gencral account, which the Trea-

sury used to finance interest and principal pay-
ments on foreign currency-denominated securi-
ties. The Treasury general account gained $133.1
million net, reflecting $137.3 million of profits on
the redemption of German mark-denominated
securities, which was partially offset by $4.2
million of losses as a result of annual renewals at
current market rates of the agreement to ware-
house Swiss-franc proceeds of Treasury securi-
ties with the Federal Reserve. As of July 31,
1982, valuation losses on outstanding balances
were $617.4 million for the Federal Reserve and
$1,382.2 million for the ESF. The Treasury gen-
eral account had valuation gains of $722.2 million
related to outstanding issues of securitics denom-
inated in foreign currencies.

GERMAN MARK

By late 1981 through early 1982 Germany's eco-
nomic situation had improved in major respects.
Germany’s export sector was enjoying boom
conditions aided by improved competitiveness,
which partly reflected the mark’s prolonged de-
preciation against the dollar, and by exceptional
buoyancy in OPEC markets. Meanwhile, import
demand was sluggish, reflecting stagnation in the
domestic economy. This combination generated
a surplus in the current account in the fourth
quarter of 1981 and, for the year as a whole,
produced a dramatic narrowing of the deficit
from DM 30 billion to DM 17 billion. Inflation,
after peaking at an annual rate of 6.7 percent in
October 1981, slowed markedly in response to
softer international commodities prices, a flat-
tening-out of unit labor costs, and the impact of
economic slack on wage—price behavior. Greater
progress by Germany than by most other coun-
tries in gaining balance of payments cquilibrium
and in the fight against inflation had for some
time kept the mark strong within the EMS.
Therefore, even as the German currency de-
clined against the dollar to trade around DM
2.3420 at the end of January, it tended to stabilize
in effective terms. The authorities felt able to
begin a cautious easing of monetary policy with-
out incurring highly adverse exchange rate con-
sequences and, beginning October 1981, lowered
the Lombard rate three times from 12 percent to
10 percent by late January. Looking ahead, many



exchange market participants cxpected the au-
thorities would gain more room for maneuver,
particularly once U.S. interest rates dropped
from their high levels and large interest differen-
tials adverse to the mark began to narrow.

Despite these achievements, however, major
economic problems persisted and were reflected
to a large extent in the weak performance of the
capital account. Domestically, nonwage labor
costs remained high and the role of the govern-
ment in the economy expanded despite efforts to
consolidate the fiscal deficit. These trends were
thought to imply a loss of private initiative and
decisionmaking. They also gencrated worries in
the private sector about Germany’s medium-
term growth prospects in view of the potential
need for future increases in taxes and the grow-
ing burden of social benefit programs. Interna-
tionally, there were heightencd tensions in Po-
land, especially after the imposition of martial
law, a general deterioration in East-West rela-
tions, and renewed hostilities in the Middle East
as well as in some of the world’s other trouble
spots. Many of these developments generated
important disagreements at the policy level and
drew attention to divisions within the ruling
coalition government,

In an environment of political and economic
uncertainty, large net flows of private direct
investment and long-term portfolio capital
moved from Germany to other countries, partic-
ularly the United States. The pressure of long-
term capital outflows intensificd when, contrary
to expectations, U.S. money growth accelerated
early in the year even as the U.S. domestic
economy was contracting. As short-term U.S.
interest rates moved higher, opening up interest
differentials adverse to the mark to about 6%
percentage points by mid-February, capital flowed
out of Germany more heavily than before.

Meanwhile, Germany’s current account per-
formance in January and February suffered a
serious setback. The services balance reverted to
sizable deficit, partly as the result of growing
outflows of investment income and mounting
interest payments on public-sector borrowings.
Also, the trade surplus narrowed substantially,
underscoring the many risks to sustained, rapid
export growth that had begun to develop. There
were constraints presented by the financing
problems of Eastern European countries, the
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decline of the OPEC surplus and oil revenucs
placed limits on previously cxpanding markets,
and many large industrial economies were be-
coming locked into a pattern of domestic stagna-
tion. By comparison, in the United States, reces-
sion-induced declines in import demand kept the
current account in surplus when a deficit was
expected, and forecasters began to assess the
outlook for U.S. balance of payments perform-
ance more favorably. In view of the unexpected
deterioration relative to the United States in both
current and long-term private capital accounts of
Germany’s, the mark declined against the dollar,
moving lower almost without interruption
through mid-April.

Within the EMS, however, the mark remained
firm. In fact, after the realignment of thc joint
float on February 21, in which the central rates of
the Belgian franc and the Danish krone were
adjusted downward 8% and 3 percent respective-
ly, the mark was quick to move to the top of the
newly aligned band. Germany's superior infla-
tion performance in relation to other EMS mem-
ber states and the authorities’ established policy
record of combating inflationary pressures
brought the mark into renewed demand, as trad-
ers and investors accelerated the shift of short-
term funds into the mark at the expense of other
EMS currencies whose prospects were less
promising.

The renewed strength of the mark within the
EMS served to mitigate conflicting pressures on
domestic monetary and exchange rate policies.
To be sure, outflows of long-term capital from
Germany to the United States showed no signs of
abating and the mark continued to weaken
against the dollar. But, with the German curren-
cy firm within the EMS, the effective exchange
rate held steady, thereby tempering the rise in
Germany’s import prices. In addition, oil and
other dollar-denominated commodities that
loomed large in Germany’s import bill and that
had contributed previously to the phenomenon
of imported inflation were declining in price.
Furthermore, the outlook for domestically gener-
ated price rises improved when, early in the wage
round, the pace-setting metals industry agreed or.
annual wage increases of only 4.2 percent, com-
pared with about 5 percent a year earlier.

Altogether, these considerations provided
greater insulation than before between develop-
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ments in U.S. and German markets. The authori-
ties were concerned, however, about the magni-
tude of the long-term outflows of funds. While
resisting calls for the imposition of capital con-
trols, the German Federal Bank reached a new
gentleman’s agreement late in February, with
large commercial banks limiting the size of indi-
vidual foreign mark-denominated bond and note
issues. On March 19 the central bank lowered the
special Lombard rate 2 percentage point to 9',
percent. The German Federal Bank also provid-
ed additional liquidity to the domestic markets,
but proceeded with considerable caution. The
authorities feared that too abrupt or rapid an
easing of monetary restrictiveness would under-
mine the progress achieved in reducing inflation
and inflationary expectations. They also wished
to avoid pushing the growth of central bank
money beyond the top of the annual growth
target of 4 to 7 percent.

The reduction of German interest rates was
followed immediately by interest rate cuts in
several other European centers, so that interest
rate relationships within Europe were largely
unchanged. By this time, interest differentials
among EMS states were widely seen as inade-
quate compensation for divergent inflation pros-
pects and performance, so that the pressure of
large money flows into Germany persisted and
kept the mark pinned to the top of a fully
stretched EMS band. The German Federal Bank
and other EMS central banks absorbed part of
the pressure through purchases of EMS curren-
cies against the sale of marks. Meanwhile, unlike
interest rates in Europe, those in the United
States had begun to rise again, ahead of the
anticipated bulge in money growth in April and
against the background of large U.S. budget
deficits overhanging the credit markets. In these
circumstances, the mark continued to decline
against the dollar, falling to DM 2.4225 by April
15, a drop of 32 percent from late-January
levels.

The German Federal Bank provided little in-
tervention resistance to the mark’s descent, part-
ly not to aggravate strains within the EMS and
partly because the authorities felt unable to pro-
vide through the mechanism of intervention a
lasting and effective counterweight to the pres-
sure of long-term capital outflows. Between the
end of January and the end of March, Germany’s

foreign currency reserves declined only moder-
ately from $37.5 billion to $37.1 billion.

After mid-April, market sentiment shifted for a
time in favor of the mark, as traders reacted to
Germany’s record monthly trade surplus an-
nounced for March and to cvidence of continued
moderate pay settlements in the 1982 wage
round. Moreover, U.S. interest rates turned sud-
denly downward as prolonged weakness of the
U.S. economy encouraged cxpectations of a
rapid unwinding of the April money bulge. Thus,
the mark rose against the dollar in the exchanges.
The German Federal Bank, while welcoming the
advance of the mark particularly for its favorable
implications for inflation, remained concerned
about the weakness of the domestic economy.

Hopes for an improvement in domestic de-
mand were disappointed by the continued slump
in capital investment, the lack of consumer confi-
dence, and the persistent rise in unemployment.
In these circumstances, the authorities acted
further to lower domestic interest rates. The
German Federal Bank on May 6 closed the
special Lombard facility and reintroduced regu-
lar Lombard credit at 9 percent, 2 percentage
point lower than the special lending rate. German
Federal Bank President Poehl stated that the
abolition of the special Lombard had symbolic
meaning: it signified success in decoupling mone-
tary policy in Germany from that of other coun-
tries and signaled generally easier credit condi-
tions that would foster economic recovery.
Following the reduction of the Lombard rate,
German money market rates moved lower, but
comparable U.S. rates declined even more, so
that the adverse interest differential against the
mark narrowed to 52 percentage points. The
mark thus continued to rise against the dollar and
reached DM 2.2770 by mid-May, up 6 percent
from the lows touched a month before.

However, the mark was unable to consolidate
these gains, because again U.S. interest rates
rebounded and market participants found reason
to question the strength of the underlying funda-
mentals of the German economy. For example,
Germany’s trade surplus declined in April while
the U.S. trade account registered impressive
gains, raising new questions about the extent to
which current account trends would benefit the
mark. In addition, Germany’s governing coali-
tion was seen increasingly as threatened by pro-



tracted difficultics in reaching agreement on pro-
posed spending cuts to reduce the 1983 federal
budget deficit and financing requirement. Unset-
tling geopolitical developments, such as the Is-
raeli invasion of Lebanon and the conflict be-
tween Iran and Irag, were also thought to have
more serious adverse consequences for Germany
than for the United States and to a lesser extent
the United Kingdom, considered less vulnerable
to a disruption of internationally traded oil.

The mark’s weakening tendency against the
dollar contrasted with continued strength within
the EMS, where speculation of another realign-
ment kept the German currency in heavy de-
mand throughout the spring against weaker cur-
rencies, particularly the French and the Belgian
francs. In the event, shortly after the Versailles
economic summit the EMS was again realigned.
Over the June 12-13 weekend the mark and the
Dutch guilder parities were adjusted upward by
about 7 percent and 10 percent against the Italian
lira and French franc respectively, and 4% per-
cent against other participating currencies. That
same weekend, international concerns, which for
some time had supported the dollar in the ¢x-
changes, intensified with the death of King
Khaled of Saudi Arabia and the cxtension of
fighting in Lebanon among [srael, Syria, and the
Palestine Liberation Organization.

When trading resumed after the recalignment
on Monday, June 14, the mark emerged at the
bottom of the newly aligned band and funds
flowed as anticipated from the revalued EMS
currencies into the currencies of the joint float
that had becn devalued. But a portion of the
unwinding of long EMS currency positions was
reflected in heavy bidding for dollars in unsettled
trading conditions. The mark declined sharply
and unexpectedly against the dollar first in Eu-
rope and then in New York. At this time the U.S,
authorities intervened to purchase modest
amounts of German marks, as well as Japanese
yen. Operating on behalf of the Federal Reserve
and the U.S. Treasury, the Desk acquired $21
million equivalent of marks., It was publicly
announced that the U.S. authorities had con-
ducted some intervention, the first since March
1981, in accordance with stated U.S. policy of
intervening to counter disorderly conditions. In
subsequent days and weeks, talk spread in the
market that concerted action was likely by the
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U.S., European, and Japanese authorities to halt
the continuing run-up in dollar rates. While the
Europecan authoritics did on occasion operate in
a concerted fashion to restrain the decline of
their currencies against the dollar, the interven-
tion operations werc relatively modest in
amount. For their part the U.S. authoritics did
not again intervene during the period under re-
view.

Between mid-June and mid-July the mark was
pushed downward against the dollar, as cx-
change market participants grappled with several
sources of concern that worked in the dircction
of further undermining confidence in the German
currency. One such concern centered on the
budget. Within the governing coalition, public
disagreement over the persistence of large bud-
getary deficits was often intensc and cach party
suffered heavy losses in local elections carly in
the summer. A compromise on the 1983 budget
was finally reached in July, reducing the federal
government’s projected net borrowing DM 6
billion to DM 28.5 billion. But, partly because
the budget rested on economic growth assump-
tions, which private analysts generally regarded
as highly optimistic, many questioned whether
the actual budget outcome would conform to the
compromise.

Financial concerns, too, worked against the
German currency. West German banks, of all
Western banks, were the most heavily commit-
ted in Eastern Europe and therefore had the most
to lose if Polish debt-rescheduling negotiations,
which had already dragged on for months, failed
to reach a successtul conclusion. Unease about
the risks to the German economy of its deep
international involvement was also underscored
by the U.S. decision to ban the sale of U.S.
goods and technology, cven it produced abroad
under license, to the Soviet Union’s gas pipeline
project. Furthermore, the combination of restric-
tive monetary policy and slack demand generat-
cd liquidity strains in the private sector in Ger-
many, as in several other countries.

These various problems dragged the mark
sharply lower, particularly as demands for dollar
liquidity accelerated in late Junc and carly July.
At that time, banks bid aggressively in the money
markets to lock in their funding to finance the
heavy rollover of six-month credit coming due in
the Euromarkets and to meet precautionary de-
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mands on the part of financial market partici-
pants laboring under the awareness of increased
risk in international lending. On July 7 the mark
dropped to as low as DM 2.52 in European
trading, a decline of about 10%2 percent from the
high reached in May.

Subsequently, U.S. interest rates began to
decline rapidly, narrowing the dollar’s interest
rate advantage over the mark. The growth of the
U.S. monetary aggregates had slowed sufficient-
ly to bring M1 back into target range (for the first
time in 1982), and with short-term interest rates
softening, the Federal Rescrve twice announced
cuts in its discount rate of Y2 percentage point,
thereby reducing the rate from 12 to Il percent
by the end of July. But, even as interest differen-
tials adverse to the mark narrowed to 4 percent-
age points, demand for the mark in the ex-
changes was muted. This lack of ¢nthusiasm in
part reflected uncertainty in the exchange mar-
kets that the downtrend in U.S. interest rates
would be sustained. Participants were mindful of
frequent reversals in the past and tocused on the
threat of significantly higher interest rates posed
by uncommonly large U.S. government deficits
projected for fiscal year 1983 and beyond. In
addition, sentiment toward the mark remained
adversely affected by the numerous challenges to
German policy and leaders presented by finan-
cial, trade, and political problems and by worries
that policies might not be adopted to deal with
these problems effectively.

By midsummer the weakness of the mark
against the dollar had become more of a con-
straint on the German authorities’ policy op-
tions, even though on a trade-weighted effective
basis the German currency remained steady.
German policymakers hoped to fower domestic
interest rates further to support the economy,
which was stagnating far longer than expected.
With foreign orders trending sharply downward
and compounding persistently slack domestic
demand, industrial production dropped sharply
and unemployment climbed over 7 percent. But
the authorities were reluctant to take action that
would risk further undermining the mark in the
exchanges. The nation’s inflation rate, after de-
celerating to 5 percent year on year in March,
was headed higher, in part owing to the continu-
ing weakness of the mark against the dollar and
to administrative price increases. Moreover, the

outflows of capital in the long-term sector—
which reached nearly DM 13 billion in the first
five months of the year—were being augmented
by short-term outflows, as previous speculative
inflows were for the most part unwound follow-
ing the EMS realignment. There was concern lest
these outflows gain momentum, particularly
since the mark was trading at or ncar the bottom
of the joint float, and following up on the Febru-
ary agreement with the commercial banks to
limit the volume of individual mark Eurobond
issues, the German Federal Bank asked to be
notified of any direct foreign credits of DM 50
million or more. At the same time, the authorities
pointed to an erosion of confidence in the domes-
tic bond markets in which large financial require-
ments of the public sector appeared to hamper
further reductions of long-term rates. For these
reasons the German Federal Bank did not further
relax domestic monetary conditions as U.S. in-
terest rates declined, but left its credit policies
unchanged at its council meeting late in July.

At the end of July the mark was trading at DM
2.4430, up about 3 percent from its lows, but
down about 4Y4 percent from levels at the end of
January. Between April and July, Germany’s
foreign currency reserves were subject to diverse
tendencies. At times, particularly in June, the
German Federal Bank was active in the market
as a seller of dollars in support of the mark. The
German authorities, along with others in the
EMS, acted as sellers of marks to alleviate
strains within the joint float. After the June
realignment of the EMS, some of these mark
sales were reversed. On balance, therefore, Ger-
many’s reserves showed little further change to
stand at $36.5 billion at the end of July, down
about $1 billion over the six months under re-
view. During the period, the U.S. Treasury paid
off $1,011.6 million equivalent of its German
mark-denominated securities. These redemp-
tions, which occurred on May 12 and July 26, left
the Treasury with $2,610.6 million equivalent of
mark-denominated notes (public series) out-
standing.

SwWISS FRANC
Early in 1982 the Swiss economy, while lagging

behind the downturn in demand and output in
most industrialized countries, was showing clear



signs of weakness. Domestic consumption was
declining, while previously buoyant investment
in plant and equipment leveled off and construc-
tion activity slackened in response to the higher
cost of credit. The stagnation in the economy
was cushioned to some extent by resiliency in
the export sector despite the strong appreciation
of the franc, as export contracts received last
year when foreign demand was stronger were
filled. But the sluggishness of demand on the part
of Switzerland’s major customers, Germany in
particular, coupled with the lagged effect of the
rise in the franc, was expected to cause export
volumes to stagnate in the months ahead. At the
same time, inflation decclerated to about 6 per-
cent at an annual rate from peaks of some 11
percent in the autumn. The improved price per-
formance stemmed from the slowdown in domes-
tic economic activity, a substantially tighter
stance of monetary policy in 1981, and lower
import costs—reflecting both the weakness of
international commodities prices and the sharp
rise of the franc in the exchanges.

Switzerland’s encouraging progress on the in-
flation front, combined with its climate of politi-
cal and social stability, made the franc an attrac-
tive asset, especially at a time when serious
economic problems and political uncertainties
undermined investor confidence in several other
European currencies. Indeed, short-term funds
flowed into the Swiss franc, kceping it relatively
firm against other European currencies even as it
weakened against the dollar. By the end of
January the franc was trading at SF 0.80 against
the German mark, not far below its historical
peaks, even as it had fallen back to SF 1.8680
against the dollar. In the weeks surrounding the
late-February realignment of the EMS joint float,
these inflows intensified. The inflows, together
with the demand for the franc arising from Swit-
zerland’s current account surplus, morc than
offset the impact of longer term, interest-sensi-
tive capital outflows, as international borrowers
took advantage of relatively lower interest rates
in Switzerland than in most other industrial
countries. As a result, the franc declined less
rapidly than other currencies against the dollar in
late February and carly March to trade around
SF .88 against the U.S. currency and as high as
SF 0.7855 against the German mark.

With inflation moderating, the authorities
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hoped to maintain a relatively neutral monetary
policy, pursuing the anti-inflation fight while at
the same time providing sufficient liquidity to
avoid exacerbating the developing weakness of
the economy, Accordingly, the Swiss National
Bank aimed 1o keep central bank money on its
targeted average growth of 3 percent for 1982,
The authoritics made use of foreign currency
swaps to provide the domestic market with tem-
porary liquidity, while also working in various
ways to add liquidity on a permancnt basis.
Foreign currency swaps would necessarily re-
main the principal means of regulating liquidity
in the short run. But, over the longer run, the
authorities planned to expand open market oper-
ations in domestic assets. As the markets in
Switzerland responded to the increase in liquid-
ity, domestic intcrest rates in both the moncy
and the capital markets moved progressively
lower, falling more rapidly than interest rates in
other European centers. The Swiss National
Bank confirmed this trend on March 19 by reduc-
ing the discount rate Y2 percentage point to 5%
percent. Almost immediately thereafter, tour
major Swiss banks cut their interest rates further
on large time dcposits.

The drop in Swiss interest rates was consider-
able, shifting out three-month interest differen-
tials adverse to franc-denominated assets to 3%
percentage points against the German mark and
94 percentage points against the dollar. Conse-
quently, foreign official and corporate borrowers
placed heavier demands on Switzerland’s capital
market and converted the procceds of their
Swiss franc-denominated borrowings in the ex-
changes. At the same time, market participants
reportedly unwound speculative positions as-
sumed earlicr against weaker currencies within
the EMS. The buildup of capital outflows was
such that new foreign Swiss-franc bond issucs in
the first quarter of 1982 increased 50 percent
over the corresponding months of 1981. The
pressure of these and other capital outflows
offset demand for the franc arising from the
current account surplus, which itself was proving
unexpectedly large. Tourism receipts and invest-
ment income remained strong. Moreover, the
traditional deficit on trade actually narrowed,
principally reflecting the impact on imports of
declining world oil prices and weakening domes-
tic demand. But, in addition, exports slackened
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only moderately because exporters accepted de-
clining profit margins to maintain market shares
and because less price-sensitive, high-technolo-
gy goods, which figure large in Switzerland’s
export basket, continued to find outlets in major
foreign markets. Even so, exporters were
thought to be facing the limits of their ability to
compensate through decreasing profitability for
the recent strong appreciation of the franc, and
there were concerns that any further erosion in
competitiveness would begin to cause problems.

In the event, however, declining Swiss interest
rates induced large and rising net capital out-
flows, which brought the franc under selling
pressure in the exchange markets during the
spring. Market participants sensed that the Swiss
authorities were not intervening or otherwise
taking measures to support the exchange rate
and were not uncomfortable with a gradual de-
cline of the currency. When the Swiss central
bank continued, as planned, supplying generous
amounts of liquidity to the domestic markets,
Swiss interest rates and the exchange rate fell
rapidly lower.

On May 6, however, the Swiss authorities did
not join other European authorities in reducing
official interest rates. At that time, the German
Federal Bank suspended its special Lombard
loan facility while the Netherlands Bank lowered
its rate on discount borrowings and the rate on
special advances. The Swiss authoritics stated
that, in leaving the discount and Lombard rates
unchanged, they wished to discourage the view
from developing in the domestic markets that
monetary policy was directed toward interest
rates rather than toward the monetary aggre-
gates. The authorities also found it desirable to
keep official lending rates at relatively high lev-
els, compared with market interest rates, to
discourage excessive commercial bank borrow-
ing from the central bank, particularly at the
month-end. But, even as official rates held
steady, market rates continued to ease so by late
May three-month interest differentials adverse to
assets denominated in Swiss francs widened to
about 10% and nearly 5 percentage points vis-a-
vis the dollar and the mark respectively. In the
exchange markets, the franc declined to around
SF 1.9960 against the dollar and SF 0.8501
against the German mark at the end of May.

By June, market participants sensed that the

Swiss authoritics might have less leeway than
before to continue as forcefully with the compar-
atively easier monetary policy approach adopted
early in the year. The rate of inflation had begun
to move back up, largely owing to the rapid
depreciation of the franc in the spring. There was
concern also that if the increase in prices went
too far, it might reignite inflationary expecta-
tions, while also becoming embedded in domes-
tic costs through the process of wage indexation.
Moreover, the growth of central bank money,
which in May grew at 2.4 percent year over year,
began to approach the authorities’ target. Thus,
when the liquidity provided through foreign ex-
change swaps was not fully replaced, expecta-
tions developed that conditions in the domestic
money market would be less liquid than before.

At the same time, broader concerns weighed
on many other European currencies and worked
to the advantage of the Swiss franc. The Swiss
government continued to exercise tight control
over federal finances, particularly on the expen-
diture side, and the budget deficit was expected
to remain under 1 percent of GNP in 1982 even as
economic activity stalled. Equilibrium in Swiss
public finances stood in contrast to develop-
ments in other countries, most of which were
experiencing serious difficulties in trying to hold
their deficits to levels that, relative to GNP,
already far exceeded that in Switzerland. Grow-
ing worries internationally about the risks of
sovereign lending and concerns over developing
liquidity strains posed less of a threat to the
financial health of major institutions in Switzer-
land than to institutions elsewhere. In addition,
political tensions, particularly the dangers of
expanding warfare in the Middle East, under-
scored the role of the Swiss franc as a safe haven
for international investors attracted by Switzer-
land’s political stability.

For all these reasons, the franc became in-
creasingly attractive to traders and investors
during June and July. The spot rate steadied
against the German mark, rather than weakening
as before, and the franc moved in line with
stronger EMS currencies against the dollar. At
the end of July the franc was trading at SF 2.08
against the dollar for a decline of about 11
percent since the end of January and at SF 0.85
against the German mark, for a decline of about
6% percent over the six months under review.



Between the end of January and the end of July,
Switzerland’s foreign exchange reserves rose
from $10.5 billion to $11.8 billion, principally in
response to foreign currency swap operations
and interest earnings on outstanding reserves.
Intervention opcrations in the exchanges were
both infrequent and limited in scale.

JAPANESE YEN

By early 1982, Japan had succeeded in reducing
its inflation rate to the lowest among the major
industrial countries and had recorded a huge
swing in its current account back into solid
surplus. Economic growth, however, was falling
short of the targeted rate of 4 percent for the year
ended March 1982, and there were but limited
choices available to the authorities to generate
economic recovery. Though stimulative mea-
sures had been taken in 1981, domestic demand
remained stagnant and gains in output were
almost entirely concentrated in the foreign sec-
tor. Looking ahead, the contribution of exports
to further growth appeared problematic. Further
increases in Japan’s penetration of foreign mar-
kets in a recessionary environment threatened to
exacerbate tensions between Japan and its trad-
ing partners. Also, with slackening demand
abroad, it began to appear that export growth
might well be much weaker than expected in
1982 even if heightened trade tensions were
avoided. On the domestic front, a relatively
restrictive government budget had been an-
nounced in December for the fiscal year to start
in April 1982, in pursuit not of short-run expan-
sion but of the medium-term goal of further
reducing the government’s deficit as a proportion
of GNP. As a result, monctary policy was left
with the burdea ot providing stimulus to the
economy—a decision that had taken account of
Japan’s success in curbing inflation and of its
strong current account position. The Bank of
Japan had reduced its discount rate and relaxed
its “‘window guidance” for commercial bank
lending in order to spur demand and announced
that first-quarter growth of its main monetary
aggregate (M2 plus certificates of deposit) was
expected to continuc at the relatively expansive
rate of about 11 percent.

Following this shift in Japan’s economic poli-
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cy, interest rates in Japan cased when yields on
dollar investments were rising once more. The
further widening of rate differentials already un-
favorable to the yen prompted Japancse inves-
tors to step up the flow of long-term capital
abroad and encouraged foreigners to float Samu-
rai bonds. The yen was thus under downward
pressure in the exchange markets in December,
and even more so after the new year. Despite the
authorities’ expressed determination to limit the
easing of Japanese interest rates to protect the
yen, market participants saw little scope for
action to counter a sharp upward trend in foreign
interest rates given the weakness of the Japancse
economy and the policies then in force. Although
the Bank of Japan sold dollars in the exchange
markets to moderate the yen’s decline, the ex-
change rate by the end of January 1982 had fallen
to ¥ 230.00, 8 percent below the high reached at
the end of November. In relation to the German
mark the yen’s decline was smaller, at about 1V
percent, bringing the cross rate on January 29 to
¥ 98.21. At that point, Japanesc foreign ex-
change reserves stood at $24.6 billion, down
about $400 million from levels at the the end of
November.

The yen declined further during the first half of
February, as interest rate differentials favoring
dollar over yen investments widened more than 2
percentage points to more than 10 percentage
points. Long-term investment overseas by Japa-
nese residents continued large while short-term
capital inflows tapered oft. Japanese individuals
purchased nearly $1 billion of the innovative
“zero-coupon’’ bonds being offered in the Euro-
markets during January and February, reflecting
the attraction of these issues partly due to a
proposed tightening in Japan of tax reporting of
interest income on domestic bank deposits. Un-
der these conditions the yen fell below ¥ 242 per
dollar by February 5. Then, from mid-February
to carly March the yen gyrated widely with some
net upward trend largely in response to reports
that the Japanese authorities had intervened ag-
gressively in the Tokyo market and were consid-
ering actions to limit the export of capital over-
scas. By early March the Bank of Japan
permitted a slight rise in interest rates for call
money to defend the exchange rate. The authori-
ties asked Japanesec securities companies (o re-
frain temporarily from selling zero-coupon bonds
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from March 4, while the Ministry of Finance
made public its intention to establish reporting
requirements for holders of these securities to
limit Japanese income tax avoidance. These de-
velopments lent support to the yen in the ex-
changes and by March 8 the yen had recovered
to ¥ 232.25 in the Far East, almost 4 percent
above the level of three weeks earlier.

From that time through the middle of April the
yven drifted lower in the exchanges. Foreign
interest rates, especially those in the United
States, failed to decline as expected and at home
new indications of weakness appeared in the
domestic economy. Publication of Japan’s
fourth-quarter GNP figures made a particularly
strong impression because they showed a shatp
decline in net exports and resulted in the first
quarterly decline in Japanese real GNP in nearly
seven years. Prices began to drop sharply on the
Tokyo stock exchange, partly in response to
foreign sales of Japanese securitics, reportedly
including sales by important OPEC investors.
These events in combination served to focus
market attention once again on the difficult
choices facing the Japanese authorities. In this
climate, debate intensified over ways through
which the government might help the domestic
economy. With inflation running about 3 percent
and the annual spring wage settlements promis-
ing to come out at a relatively moderate 7 percent
average increase, it seemed that domestic con-
siderations argued in favor of reductions of Japa-
nese interest rates. Also depressing sentiment
toward the yen were trade disputes with both the
United States and the European Community
countries, as the latter announced their intention
to file a formal General Agreement on Tarifts and
Trade complaint against Japan’s cxport prac-
tices. Trade figures for February showed that
exports had declined by enough to turn that
month’s current account back into deficit.

In early April, some fiscal measures were
taken to boost the domestic economy, but they
were milder than had been anticipated. While not
increasing the government’s overall net expendi-
tures planned for the fiscal year just beginning,
the government announced that it would acceler-
ate the schedule of public works cxpenditures
and housing loan approvals as it had done in the
previous fiscal year. A shortfall of about 10
percent in the previous year’s government tax

revenues was also announced, adding to the
government’s borrowing requirement for the
1982-83 fiscal year. At the same time, the mone-
tary authorities announced that yields on the
government’s current issue of long-term bonds
would be lowered about Y4 percentage point—
less than had been anticipated. They also acted
to keep money market rates firm and to dispel
expectations of a seasonal easing of rates, in part
through a program of large-scale sales of Trea-
sury bills, with a view toward preventing any
further widening of the adverse interest rate
differentials and containing the effects on domes-
tic prices of the recent decline of the yen. Fur-
thermore, the Bank of Japan approved a scaling
back of second-quarter lending plans of commer-
cial banks to an overall increase of 17.6 percent,
and later announced its expectation that this
would support a somewhat slower monetary
growth rate of 10 percent. These announcements
alleviated concern in the exchange markets that
Japanese interest rates might ease, and trading in
the yen came into better balance in the ex-
changes.

In the two weeks after thesc measures, the yen
declined only slightly, reaching a low on April 15
of ¥ 248.15 against the dollar and ¥ 102.44 in
terms of the German mark. The Bank of Japan,
as in earlier months, sold substantial amounts of
dollars at times when the yen was dropping most
rapidly in the exchange markets. These sales
were reflected in a decline of $900 million in
foreign exchange reserves during March. When,
in addition, U.S. and Eurodollar interest rates
eased in mid-April, the yen briefly recovered.
Also at this time, actions were taken to postpone
foreigners’ access to the Japanese capital market
and to tighten approval procedures for yen-
syndicated loans to foreign borrowers. The au-
thorities regarded these actions as temporary
departures from their longer-term policy of liber-
alizing capital flows,

By mid-May the yen had moved back up to
about midwinter levels. Several times thereafter,
Bank of Japan Governor Mayekawa reaffirmed
the authorities’ determination to keep interest
rates high in order to support the yen, and the
central bank backed that announcement with
large-scale Treasury bill sales. Yet market partic-
ipants still worried that long-term interest rates
would have to be held down to assist the govern-



ment’s coming bond flotation. Speculation also
arose that the Japanesc authoritics might be
moving to facilitate, rather than contain, capital
outflows following the announcement in May of
long-term liberalization measures atfecting the
purposes for which Japanese banks could grant
syndicated loans in yen to foreigners. In addi-
tion, U.S. interest rates were firming once more
and interest differentials favoring dollar invest-
ments widened.

In this atmosphere, the yen declined steadily
after mid-May. Expectations of an agreement at
the Versailles summit to lower dollar interest
rates were widespread in the Tokyo market, and
the yen came under renewed selling pressure
after that meeting ended in early June without
any such announcement. The outbreak of fight-
ing in Lebanon also made the dollar seem more
attractive as an investment medium, compared
with the yen and other currencics. Then, when
the U.S. dollar rose strongly against all curren-
cies following the EMS realignment during the
June 12-13 weckend, the yen once again came on
offer. The rate dropped rapidly during the New
York trading session on Monday, June 14, falling
below ¥ 250 beforc the New York Desk entered
the market to buy $9 million equivalent of Japa-
nese yen to restore more orderly conditions.
Nevertheless, the currency resumed its fall, de-
spite support from the Bank of Japan. By June
28, the rate had rcached a 27-month low of more
than ¥ 259 per dollar and ¥ 104 in terms of the
German mark, and Japanese reserves had de-
clined more than $1 billion since the end of May
to stand at $21.7 billion.

In early July, the yen began to rise in response
to declining U.S. interest rates. The yen climbed
above ¥ 250 on July 23, just before the Federal
Reserve cut its official discount rate Y2 percent-
age point, but its tenuous recovery soon faded.
Abroad, the better-than-expected current ac-
count performance of the United States and the
deceleration of inflation globally tended to erode
some of the benefits of Japan’s earlier and supe-
rior economic performance. Within Japan, public
criticism of the government’s economic policies
focused on the failure to reduce the government
deficit as quickly as planned, and intcrest rates
rose on the government’s long-term bonds trad-
ing in the secondary market. In thesc circum-
stances, difficulties in setting an attractive
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enough yield for the government’s own flotation
of long-term bonds resulted in cancellation of the
issue scheduled for July. The yen’s decline, once
started, reccived an additional push when partic-
ipants on the International Monetary Market
(IMM) rushed to liquidate large long yen posi-
tions, producing some of the busicst trading ever
of yen futures contracts and bringing large offers
of yen into the forward interbank market. The
yen thus fell back nearly to the ¥ 259 level before
recovering some of its lost ground after the
announcement on July 30 of a second Federal
Reserve discount rate reduction.

The yen closed on July 30 at ¥ 255.60, down 10
percent from six months earlier and ¥ percent
below the low point reached nearly a year earli-
er. The yen also declined against the German
mark, to close at ¥ 104.63, nearly equal to the
lowest level reached in the previous year al-
though still far above the cross rates prevailing
before 1981. The Bank of Japan's periodic sales
of dollars while the currency was declining re-
duced foreign exchange rescrves a total of $2.8
billion for the six-month period so that reserves
stood at $21.8 billion at the end of July.

STERLING

Early in 1982 sterling held steady in the exchange
markets, trading on January 29 at $1.8670 and
91.8 on the trade-weighted, effective index. The
authorities in the United Kingdom were general-
ly seen as adhering to policies of monetary and
fiscal restraint, despite the pressures of large-
scale unemployment. Public-sector borrowing
had gone down as a percentage of GNP through
both increased taxes and the containment of
expenditures, as the public-scctor wage bill was
brought under control. While the actual growth
of sterling M3 exceceded the annual growth range
of 7 to 11 percent, innovations in financial insti-
tutions and behavior appeared to have dimin-
ished the usefulness of the targeted aggregate as
a guide to monetary conditions. Other indicators
such as short-term interest rates, as well as the
substantial decline in inflation itself, suggested
continued monetary stringency.

Meanwhile, however, developments in the
U.K. economy generated discussion about the
desirability of some easing in the restrictiveness
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of policy. To be sure, the economy showed signs
of recovery from the prolonged recession, as the
previously rapid reduction of inventories slowed
and as some types of investment began to revive.
But unemployment continued rising, and there
was reason to question whether the upturn in
investment was sustainable without some policy
stimulus to demand, a reduction of taxes, or
other action to improve company profitability.
At the same time, rapid gains in productivity,
moderate wage scttlements, and the earlier de-
preciation of sterling in 1981 improved the ability
of British industry to compete internationally.
The gains in competitiveness, however, only
partially reversed the severe losses of the previ-
ous two years, so that the level of costs remained
high in relation to Britain’s major trading part-
ners. Consequently, the surpluses on the trade
and current accounts were expected to be erod-
ed, even without a pickup in the economy.

Within the United Kingdom, several types of
stimuli came under scrutiny. Lower interest
rates, for example, would be expected to boost
investment, particularly stock building and con-
struction. A depreciation of the exchange rate
would improve competitiveness and enhance ex-
porters’ profit margins. Public works measures
would provide the greatest number of jobs. A cut
in indirect taxes would reduce costs. Among
exchange market participants it was feared that,
whatever the specific measures, any significant
policy change aimed at restoring economic
growth would jeopardize the hard-won progress
already made in controlling inflation and infla-
tionary expectations, As a result, sterling came
under downward pressure during February amid
market nervousness ahead of the government’s
statement of policy in the forthcoming 1982-83
budget.

At this time, also, U.K. short-term interest
rates eased lower, extending the softening trend
established in autumn 1981, and major clearing
banks lowered their base lending rates ‘2 per-
centage point to 13% percent. These cuts coin-
cided with a softening of interest rates in the
United States, but were not matched, as in
previous months, by lower interest rates else-
where in Europe, so that selected interest differ-
entials moved against sterling-denominated as-
sets. Moreover, against the background of
weakening world oil prices the British National

Oil Corporation cut its price for North Sea oil,
thereby reducing projected domestic government
revenues as well as the contribution of oil earn-
ings to the balance of payments. Sterling there-
fore eased back to $1.83 and 90.4 in effective
terms in early March.

On March 9 the government presented its
1982-83 budget, addressing the two principal
elements of its medium-term financial strategy:
the public-sector borrowing requirement and the
growth of money. Personal tax allowances and
excise taxes were increased about in line with
inflation, while the national insurance surcharge
paid by employers was reduced 1 percentage
point to 2% percent. On the expenditure side the
share of resources claimed by the public sector
was cut back. Altogether, the public-sector bor-
rowing requirement was projected to decline
from £ 10%2 billion to £ 9% billion, or from about
45 percent to 32 percent of GNP. With respect
to the broad monetary aggregates, the govern-
ment noted several factors boosting the growth
of sterling M3 above target. The civil service
dispute had postponed tax payments; the public
had increased its demand for liquid assets as a
medium for saving; other structural changes,
such as a shift in housing finance away from the
building societies, had enhanced the role of the
banks in financial transactions. Taking account
of these developments in the budget, the authori-
ties raised the target range for sterling M3 growth
to 8 to 12 percent and also applied this growth
range both to the narrow money supply (M1) and
to broad private-sector liquidity. In restating its
financial strategy, the government recognized
explicitly the usefulness of the exchange rate as
an indicator of financial ease or stringency.

The budget was well received and was seen by
the markets as compatible with a slowing of
inflation to below 10 percent per year and with a
continued easing in short-term interest rates. On
March 11, in fact, the clearing banks announced
another reduction of 4 percentage point in their
base lending rates to 13 percent. Meanwhile,
heavy official sales of public-sector debt to the
nonbank public continued to be larger than need-
ed to fund the public-sector borrowing require-
ment. The program of debt sales, begun in the
winter, aimed at reducing the banks’ cash hold-
ings and thereby restraining the growth of broad-
ly defined money. In effect, the authorities



sought to reverse a part of the increased interme-
diation through the banking system that had
swollen the growth of sterling M3. The combina-
tion of hcavy sales of debt and massive tax
payments—reflecting the normal tax-gathering
scason as well as the ongoing reflux of revenue
delayed earlier by the civil service dispute—put
pressure on the domestic market’s cash position.
To relieve the shortages, the authorities acquired
sizable amounts of commercial bills, mainly
through outright purchases. Even so, Britain’s
moncy markets remained comparatively tight at
atime when many interest rates on the Continent
were falling. With market sentiment also encour-
aged by the government’s steadfast policy
stance, sterling traded firmly in the exchange
markets. Thus, the strong rise in the dollar at this
time was reflected less in movements of sterling
than in other currencies so that, cven as the
pound fell to as low as $1.7780 in late March, it
remained quite stable around 91.0 to 91.4 in
cffective terms.

On April 2, Argentina invaded the Falkland
Islands, initiating a crisis that in varying degrees
kept the sterling money and cexchange markets
off balance through mid-June. At first, the pound
came under scvere selling pressure, dropping to
as low as $1.7465 and in effective terms to 89.5
amid fears that the crisis could force the resigna-
tion of the Thatcher government and end its

conscrvative cconomic policies. But the Bank of

England reacted quickly, supporting sterling in
the cxchanges 1o prevent sharp, disorderly
movements from cumulating and acting to stabi-
lize the gilt-edge market as well, Thereafter, the
authoritics continued to stabilize the markets,
which alternated between fears of prolonged
fighting and hopes of an carly peaceful scttle-
ment. Sterling traded mostly within an cifective
range between 89 and 91, and for the most part
between 90 and Y1, despite the markets” vulnera-
bitity to news and rumors concerning the Falk-
lands. Against the dollar, the pound fluctuated
more widely, rising to as high as $1.8360 in carly
May when U.S. interest rates dropped back
sharply, but falling again to around $1.77 by mid-
June.

Mecanwhite, during the Falklands crisis, under-
lying sentiment toward the pound improved.
There was evidence of subdued monetary
growth, with recent statistics showing that the
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monctary aggregates, including  sterling M3,
were growing within the government’s target
range of 8 to 12 percent. Inflation decelerated
both on the wholesale and on the retail levels.
Manutacturing pay setticments averaged about 7
percent in the current wage round, compared
with more than 20 percent only two years previ-
ously, improving prospects for inflation to re-
main below double-digit rates. Morcover, public-
sector borrowing in [981-82 unexpectedly turned
out to be nearly £ 2 billion less than the official
target, and preliminary indications suggested
that the public-sector borrowing requirement
would fall short of the £ 92 billion projection for
fiscal 1982-83. In addition, data on the balance of
payments showed that, while the current account
surplus was shrinking, the deterioration was less
rapid than anticipated. To be sure, imports,
particularly of semimanufactured goods, posted
large increases, but the volume of U.K. non-oil
exports registered sizable growth as well,

After mid-June, when the United Kingdom
regained military control of the Falkland Islands
and the pressures of the crisis passed, favorable
developments within the U.K. ¢conomy showed
through decisively and benefited sterling in sev-
cral respects. Domestically, optimism that prog-
ress on inflation would endure helped short-term
interest rates resume their decline and lent sup-
port to the rally that had carlicr developed in
common stocks and gilt-cdge instruments. In the
exchange markets, participants cxpressed confi-
dence in the resolve of the authoritics to maintain
stcady and stringent financial policies over an
extended period. Morcover, the perceived ability
of British policy to meet stated goals stood in
contrast to market doubts about policy coher-
ence and credibility in many other industrial
countries.

At the same time, other aspects of the interna-
tionat environment favored the pound. There
were growing worries over potential disruptions
to the flow of oil from the Middle East as the
result of fighting in Lebanon and between Iran
and [raq. In an environment in which large banks
and nonfinancial institutions in other countrics
were experiencing  severe liquidity  problems,
traders and investors became increasingly con-
cerned about the creditworthiness of counter-
parts and the safety of their assets. In these
circumstances, both Britain’s oil self-sufficiency
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and the favorable reputation of London’s finan-
cial system made sterling a relatively attractive
and secure asset. As funds flowed into the Unit-
ed Kingdom, sterling held up better than most
other major currencies against the surge of the
dollar in the exchanges. Although the pound
declined to as low as $1.7065 early in July, it
nonetheless remained stecady on an ctfective ba-
sis, trading around 91.2.

During July, attention turned decisively to the
statc of the economy. Growing evidence con-
firmed that after bottoming out in mid-1981 the
economy had shown little growth. In key areas of
British industry the outlook for a sustained re-
covery deteriorated badly. Private forecasters
and major international organizations, such as
the Organization for Economic Cooperation and
Development, revised downward their growth
forecasts for 1983. Deep disappointment about
the prospects for expansion in the economy and
the continued rise in unemployment prompted
renewed calls for some easing in government
policies.

By this time, however, the feeling had devel-
oped in the exchange markets that declines in
inflation, in the public-sector borrowing require-
ment, and in the growth of the monetary aggre-
gates were all consistent with some easing in
interest rate policy and should not damage confi-
dence in the pound. In the event, the Bank of
England steadily lowered its money market inter-
vention rates, and U.K. interest rates fell more
rapidly than those in the United States. By the
end of July, U.K. bank rates reached the lowest
level since November 1978 and interest rate
differentials moved against sterling-denominated
assets. Even so, the pound gave up comparative-
ly little ground in the exchange markets.

At the month-end the pound traded at $1.7475
against the dollar for a decline of 7 percent over
the six months under review. On an effective
basis, the pound closed the period at 91.5, down
about s percent. Between the end of January
and the end of July the foreign exchange reserves
of the United Kingdom declined from $12.6
billion to $10.9 billion. The loss of reserves
reflected only in small part the authorities’ inter-
vention operations in the exchange market, par-
ticularly in the wake of the Falkland Islands
crisis. For the most part, the decline in reserves
reflected the revaluation losses of gold and dollar

swaps against European currency units (ECUs)
done with the European Fund for Monetary
Cooperation (FECOM) and other factors, such
as the repayments and accruals of external pub-
lic-sector borrowings.

FRENCH FRANC

Early in 1982 the French franc traded comfort-
ably in the exchanges even as market sentiment
remained skeptical about the currency’s longer-
term outlook. Supporting the franc was a combi-
nation of foreign exchange controls, conversions
of public-sector foreign borrowings, and short-
term capital inflows by investors taking advan-
tage of higher nominal interest rates in France
than in many other EMS countrics. The franc
therefore remained in the upper portion of the
joint float in the early weeks of 1982, while
trading against the dollar at FF 5.9600 at the end
of January.

In the background, however, market partici-
pants expressed worry that French policies had
placed insufficient emphasis on curbing inflation
since the October 1981 realignment, thereby al-
lowing the benefits of the franc’s depreciation to
erode. The government appeared committed to
its original strategy of economic expansion
aimed at boosting jobs and absorbing the rapidly
growing labor force. However, the stimulus pro-
vided to consumption had not been accompanied
by a pickup in domestic investment and ecmploy-
ment. Rather, the boost to demand was reflected
primarily in higher domestic prices, burgconing
imports, and a worrisome increase in the govern-
ment’s budget deficit. At the same time, export
growth was hampered by depressed cconomic
conditions in most foreign markets. As a result,
France’s trade and inflation performance deteri-
orated in relation both to carlier trends and to
several other industrial countries, particularly
those like Germany that had chosen to follow
economic policies of greater restraint.,

These concerns found little reflection in ex-
change rate movements so long as official pari-
ties within the EMS could be expected to hold.
But, unexpectedly, on February 21 the Belgian
franc and the Danish krone were devalued 8Y»
percent and 3 percent respectively, vis-a-vis the
French franc and all other EMS currencies.



Almost immediately, market participants began
to question the durability of the new parities in
view of concern, in private as well as official
circles, that the exchange rate relationships for
the franc did not accurately reflect the relative
competitivencss of the French economy and the
divergence of French cconomic policy from that
of other EMS countrics. Speculation thus devel-
oped that the French currency would soon be
devalued in the context of another and more
extensive realignment of the EMS and, amid
heavy outflows of capital, the franc dropped to
the bottom of the joint float arrangement by the
end of February.

The French authoritics were concerned about
the weakness of the French franc, but the top
priority remained providing stimulus to the do-
mestic economy—particularly to avert heavy so-
cial and political costs of growing unemploy-
ment. Conscquently, the authorities sought to
stem the selling pressures on the franc without
major revisions in domestic ¢conomic programs.
They also urged other countries to begin relaxing
their policies of restraint, believing that policy
stimulus elsewhere, particularly in the monetary
sphere, was importanit to promotc a general
decline in international interest rales, a recovery
of the sagging world e¢conomy, and some im-
provement in the overall employment situation.
Meanwhile, to defend the franc the Bank of
France during March raised domestic interest
rates, moving call money rates for example to
some I8 percent from about 4 percent. These
actions reversed the previously casier tendency
in domestic interest rates, while also moving
counter to the downtrend in interest rates in most
other European centers.

The central bank also intervened heavily in the
exchanges as a seller of foreign currencies to
keep the franc trading within the required 2V
percent band against the German mark and
Dutch guilder. Morcover, the government tight-
ene¢ exchange controls. Hencetorth, exporters
were required to repatriate the proceeds of sales
abroad within two weeks rather than one month
as previously. French investments abroad in
excess of FF | million were to be financed totally
abroad rather than up to 75 percent from foreign
sources as before. Approval from the Bank of
France was required in more cases than before
for financial transfers of funds abroad. At the
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same time, Finance Minister Delors spoke out
strongly against a devaluation of the franc.

These actions were seen in the market as
strong signals of the government’s determination
to avoid a devaluation of the franc and prompted
nonresidents to begin covering their short cur-
rency positions. The purchases of franc balances
coincided with a tapering-off of special factors
that had also weighed on the franc, such as
compensation payments to nonresidents for their
ownership share in nationalized industrics. Scll-
ing pressures on the franc therefore abated,
particularly once the long Easter weckend
passed without a realignment of the EMS. As a
result, the French currency moved from the
bottom to the middle of the joint float cven as it
weakened further against the dollar, declining to
FF 6.2950 around mid-April.

But, otherwise, with respect to objectives for
the domestic cconomy, the French government
experienced difticultics. Heavier spending in the
public sector, enlarged by the nationalization of
twelve industrial groups, did not lead as expect-
ed to an improvement in business conditions. In
fact, investment activity remained weak, particu-
larly in the private sector where industry faced
increased payments for imported materials and
had to shoulder the growing costs of domestic
reforms. The introduction of a shorter workweck
and in some sectors a longer vacation period,
with no accompanying decrease in compensa-
tion, together with higher taxes to finance addi-
tional social benefits, exerted a considerable
squecze on corporate profit margins. Meanwhile,
consumer demand—the main factor sustaining
the economy in the latter part of 1981—began to
falter, further removing incentives to capital e¢x-
penditure. Consequently, in the first quarter of
1982, industrial production and real GNP dc-
clined, and unemployment rose further, ap-
proaching the two million level.

Disappointment over the economy’s perfor-
mance prompted the French authorities to intro-
duce several measures in the spring. For sclected
investments, the government provided loans at
below-market interest rates. It also reduced em-
ployers’ social sccurity contributions in hard-hit
industrics as well as in those pledged to maintain
a certain level of investment or employment. In
May the government proposed a supplementary
1982 budget, authorizing FF 5 billion in expendi-
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tures for the purpose of supporting nationalized
compantes, reducing sclected business taxes,
and extending tax incentives to the agricultural
sector.

To contain the risc in the budget deficit, the
government reduced certain expenditures and
raised taxes. Specifically, expenditures by the
Social and Economic Development Fund were
cut back., With respect to revenues, cffective
July 1 the authoritics boosted the valuec-added
tax 1 percentage point to 18.6 percent, increased
taxes on banks and other public-sector and finan-
cial institutions, and requested banks to provide
cquity financing and participation loans of about
FF 6 billion to nationalized firms to strengthen
their capital base. Meanwhile, to minimize the
monetary impact of these measures and to help
keep the monctary aggregates trom growing be-
yond the targeted annual range of 12%2 to 13V
percent, the government began selling floating-
rate Treasury bills. The new bills were designed
to attract institutional investors, such as insur-
ance companics and pension funds, previously
reluctant to invest in paper with fixed interest
rates.

Exchange market participants welcomed the
authorities” move toward some tax reliet for
business, but worried that, unless basic elcments
of the overall strategy were changed, France
would move increasingly out of step with its
competitors regarding inflation, balance of pay-
ments, and budgetary developments. They noted
that France’s inflation rate had accelerated to 14
percent, compared with only 5 percent in Germa-
ny. The cumulative trade deficit widened to FF
81 billion at an annual rate in the first four
months of the year, compared with a deficit of
FF 50.8 billion for all of 1981 and FF 62.4 billion
in 1980. And the budget deficit, officially project-
cd to rise to FF 95 billion, about 3 percent of
GNP, was privately forecast to exceed FF 100
billion. Moreover, differing views among indus-
trial countrics about the appropriate policy ap-
proach to deal with stagflation in the world
economy persisted, and thus few market partici-
pants counted on policy convergence at the
international level to bring France into closer
alignment with its competitors.

Speculation therefore mounted that the franc
would be devalued as part of an EMS realign-
ment or would be withdrawn from the joint float

allogethcr—perhaps even before the scven-na-
tion economic summit in Versailles. Between
late April and early June the franc came under
repeated bouts of selling pressure, particularly
before weekends. The Bank of France again
raised domestic interest rates and intervened
heavily in the cxchanges. But market partici-
pants, sensing the magnitude of the support
operations, viewed the authoritics as having only
limited resources to maintain the franc within the
mandatory EMS limits, and so the selling pres-
sures remained intense.

Over the June 12—13 weekend the French franc
was devalued within the EMS. Against the Ger-
man mark and Dutch guilder, which were reval-
ued against all other currencics within the EMS,
the franc was in effect devalued about 10 per-
cent. Against currencies whosc official paritics
were unchanged, the franc was adjusted down-
ward 5% percent. Against the Italian lira, itself
adjusted downward by 2% percent against all
participating currencies, the franc was in effect
depreciated about 3 percent. To support the
devaluation and to help promotc a convergence
of inflation rates between France and other EMS
countries, the government introduced a four-
month wage-price frecze to be followed by a
system of guidelines designed to slow inflation to
10 percent in 1982 and to 8 percent in 1983. The
French government also pledged to restrain the
growth of the government budget deficit to
no more than 3 percent of GNP this year and
next, largely through cutbacks in current expen-
diture.

In the exchange markets the French stabiliza-
tion plan was secn as a compromise between the
desired policy of stimulus to respond to the
uncmployment problem and the pressures for
restraint to deal with mounting inflation and the
weakness of the franc. Participants adopted a
cautious attitude, wondering whether the gov-
crnment would gain acceptance for its program
which in some respects, for example stift wage
controls, appearced tougher than anti-inflation
measures imposed by its more conservative pre-
decessors. Initially, at least, French unions—a
major source of political support for the Socialist
government—objected to the loss of purchasing
power implicit in the wage frceze and were
reluctant to give up the nearly automatic system
of wage indexing that for ycars had helped wages



keep pace with inflation. Industry, for its part,
objected to the price freeze. For, despite the
government’s move after the devaluation to low-
er domestic interest rates, the rebuilding of profit
margins was still thought to be difficult, all the
more so without improvements in productivity.

As a result of the wait-and-sce attitude in the
exchange markets, international investors were
hesitant to reconstitute franc-denominated as-
sets, and the reflux of funds that developed
immediately after the realignment soon tapered
off. Nonetheless, in the six weeks to the end of
July the franc traded comfortably in the upper
part of the EMS and the Bank of France was able
to enter the market as a purchaser of currencies
in order to begin repaying debt and rebuilding
reserves. Against the dollar the franc weakened
along with other major currencies, falling to FF
7.00 on July 8 before recovering somewhat to
trade at FF 6.8025 in the New York market at the
end of July. At this level, the franc was about 14
percent lower on balance over the six-month
period under review. France’s foreign exchange
reserves declined from $18.3 billion at the end of
January to $13.3 billion at the end of July. In
part, the decline reflected intervention support
for the franc by the Bank of France, financed
through reserve holdings and very short-term
borrowings within the [EMS. The drop in re-
serves also reflected revaluation losses on gold
and dollar swaps against ECUs done with
FECOM.

ITALIAN LIRA

The Italian lira was trading firmly at the top of
the EMS ecarly in 1982, although it had fallen
back to LLIT 1,250 against the rising U.S. dollar.
The lira’s strength in the EMS partly reflected its
two devaluations within that currency arrange-
ment during 1981, Also, some recent improve-
ment had occurred in the Ttalian external balaace
and domestic inflation ratc, and substantial in-
flows of capital had been attracted by high Italian
interest rates. ‘The Bank of ltaly had taken ad-
vantage of the lira’s relative strength to rebuild
its foreign currency reserves 1o a level of $17.8
billion at the end of January 1982,

The Italian inflation rate had begun 10 slow in
1981 and moderated further in January 1982, In
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part, this progress reflected falling world prices
of oil and other raw materials, those price move-
ments stemming from deepening recession in
most industrial cconomics. Moreover, price in-
creascs were slowing in Italy as the restrictive
monctary policy of the Bank of Italy began to
dampen domestic inflationary pressures. The lira
was also supported at this point by improvement
in the [talian current account deficit, which had
contracted from a $10 billion annual rate carly in
1981 to a $3 billion rate by the year-end. The
improvement derived from both strong growth of
export volume and declines in imports. The gains
in exports reflected the 1981 devaluations of the
lira within the EMS and a surge in orders from
those OPEC nations that developed large current
account surpluses after the [1979-80 oil price
increascs. At the same time, Italian imports had
declined due to the weak domestic economy and
the import deposit scheme, which had been
adopted in May 1981, (The deposit scheme re-
quired that a percentage of the forcign exchange
value of imports be placed in a non-interest-
bearing account with the ltalian central bank.
Initially the deposit was set at 30 pereent, but the
ratio had been gradually reduced to 15 percent by
the end of January 1982.)

The markets remained concerned that the re-
cent Italian improvement in inflation and the
external account would be difficult to sustain.
OPLC current account surpluses had begun to
contract, threatening to limit further cxpansion
of Italian exports, while failure to make addition-
al gains on domestic inflation and wage incrcases
was thought likely to result in declining competi-
tiveness of Italian exports to industrial econo-
mies. Morcover, any upturn in domestic incomes
would be likely to spur imports. In contrast to
the tavorable performance of the trade balance,
the surplus on the invistbles account deteriorated
during 1981, as increased borrowing abroad and
the high level of international interest rates
sharply pushed up the cost of servicing [taly’s
external debt—a drain on the current account not
likely to be substantially relicved in 1982,

The inflation outlook was also clouded by the
long-standing problems of the huge government
deficit and steeply rising wage costs. The govern-
ment had proposed an official ceiling of 11T S0
trillion for the 1982 publhic-sector borrowing re-
quirement, slightly below last year’s actual re-
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sult. But, in 1981 the outcome had excceded the
original ceiling of LIT 37.5 trillion by some LIT
17 trillion. Thus, market participants were skep-
tical that such an ambitious goal for 1982 was
feasible and worried that fiscal stimulus would
contribute to renewed inflationary pressures. On
the wage front, the government had begun nego-
tiations with business and labor in the middle of
1981 to modify Italy’s scala mobile, which pro-
vides for automatic quarterly adjustments in pay
to offset inflation. Into 1982, however, no signifi-
cant progress had been made in these negotia-
tions.

Finally, the Italian economy had weakened in
the second half of 1981, with real GNP declining
for the year as a whole for only the second time
since World War I1. The softening of the domes-
tic economy had contributed to slower price
increases in the short run, but had led to calls for
an easing of the strong anti-inflation stance of
monetary policy, which had held nominal ltalian
interest rates well above those of Italy’s major
trading partners into 1982. Many market partici-
pants remained concerned that any easing of
monetary policy would quickly release new infla-
tionary pressures in the domestic economy and
also tend to reduce capital inflows.

Despite these concerns about the future, the
lira remained firm within the EMS into February
[982. The Italian authorities took advantage of
the lira’s strength to suspend the import deposit
scheme in early February, about a month ahead
of its scheduled termination. This action was
taken to minimize speculative pressures in the
exchange markets that otherwise were expected
to result from the markets’ anticipation of the
change at the end of the month. Although some
selling pressure emerged on the day of the an-
nouncement, the Bank of Italy was quick to
intervene and the lira soon steadied.

In the EMS realignment on February 21, the
lira, like the French franc, was left unchanged.
The realignment focused on the market’s atten-
tion on the question of the future competitive-
ness of Italian exports and domestic economic
problems. In addition, Italian market interest
rates were easing, fostering rumors that the Bank
of Italy would lower its discount rate either
independently or in cooperation with the mone-
tary authorities in Germany and France. In these
circumstances, the lira became caught up in

speculation over another EMS realignment, and
residents scrambled to purchase foreign curren-
cies and to repay mark-denominated debt. As a
result, the lira, which had traded around thec
middle of the new EMS band immediately after
the realignment, declined faster than other conti-
nental currencies against the dollar during
March. At times, it traded at or near the bottom
of the joint float despite heavy intervention by
the Bank of Italy, including its first sales of
marks in six months. Italian foreign currency
reserves declined $4.5 million during February
and March.

During April and the first part of May, the lira
generally remained under downward pressure in
the exchanges. The latest balance of payments
data, including the report of a record February
trade deficit of LIT 2.9 trillion, confirmed the
market’s worry that export growth might stag-
nate, mainly as a result of the dwindling OPEC
surplus and the increased financing difficulties of
certain less developed countries, which limited
the scale of their imports, Also, Italian imports
had surged in the wake of the elimination of the
import deposit scheme, mostly to rebuild domes-
tic inventories. At home, inflation remained con-
siderably higher than that of Italy’s major trading
partners, despite having slowed somewhat fur-
ther, while market concern increased over the
deepening crisis within the government. Sharp
divisions over economic policy, particularly be-
tween the Christian Democrats and the Social-
ists, threatened to impede parliamentary adop-
tion of a proposed austerity budget and to bring
down the Spadolini coalition government,

The market thus came to view the lira as a
candidate for devaluation within the EMS, gen-
erating adverse movements in leads and lags and
prompting Italian residents to repay foreign cur-
rency loans and to borrow lire. In order to curb
the leading and lagging of payments, the Foreign
Trade Ministry moved to tighten foreign ex-
change controls. In addition, residents were no
longer permitted to repay foreign currency loans
borrowed from Italian banks before maturity.
Subsequently, the Bank of Italy announced it
would increase its progressive penalties on lira
credit extensions in excess of its cstablished
ceilings to counteract the widespread substitu-
tion by Italian borrowers of home currency for
foreign currency financing. In addition, the Bank



of Italy intervened frequently in the exchanges to
resist the decline in the rate, and it kept Italian
interest rates high and steady even though rates
abroad tended to casc. Nonetheless, the sclling
pressures on the lira persisted, and late in April it
slipped below the 2V percent limit required for
its partner currencies in the EMS, even though it
remained well within the broader 6 percent band
applying to the lira.

By late May, however, foreign currency in-
flows from the start of the tourist season, togeth-
er with the carlicr exchange control measures,
helped bring trading into better balance. In these
circumstances the view developed in the market
that a devaluation of the lira might be put off at
least until after the Versailles summit in June and
perhaps through the summer. The Bank of Italy
was able to scale back its support operations
considerably and, on occasion, cven purchase
dollars to rebuild reserves. Nonetheless, foreign
currency reserves fell another $1.8 billion during
the two months.

Over the June 12-13 weekend the lira’s central
rate within thec EMS was adjusted downward 2%
percent against those currencies in the system
whose central rates remained unchanged, as part
of a realignment involving the French franc. In
effect, the lira was devalued about 7 percent
against the German mark and Dutch guilder,
each of which was revalued 4% percent. In
public statements after the realignment, Prime
Minister Spadolini asserted that the lira was
devalued solely to protect the competitiveness of
Italian exports in the face of the devaluation of
the French franc and not because the move was
necessary in the short run. At that point, Italy
expected an influx of funds during the tourist
season, by then well under way. The government
also announced the devaluation would be fol-
lowed up with a package of austerity mea-
sures.

After the realignment, the lira traded above the
24 percent limit required for other participating
currencies. The Bank of Italy took advantage of
the lira's comfortable position within the EMS to
rebuild reserves and to ease short-term domestic
interest rates. Nonetheless, Italian rates re-
mained high in relation to intcrest rates abroad
and continued to attract capital inflows, particu-
larly with a lira devaluation no longer a near-term
prospect. The relative strength of the lira also
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enabled the [talian authorities to relax foreign
exchange controls on export-related credit.
Against the strong dollar, however, the lira fell
back to a record low of LIT 1,401.50 in European
trading.

Despite the firmness of the lira within the
EMS, the market remained concerned over sev-
eral issues. Impatience over the lack of progress
in ncgotiating ways to modity the scala mobile
had prompted employers’ associations in first the
privatec and then the public sector to announce
they would withdraw from the 1975 agreement
with labor unions on wage indexation when it
expires in February 1983. Employers were seek-
ing a number of reforms to the system, including
the exclusion of indirect taxes and externally
generated cost increases from the calculation of
wage incrcascs, a more flexible escalator that
would allow firms to differentiate among various
wage and salary categories, and adjustments in
wages every four or six months rather than every
three months. Although many labor leaders ac-
cepted the need for some modification of the
agreement, the unions were sharply divided over
the nature and extent of any changes. The break-
down of negotiations to change the wage indexa-
tion system was a serious sctback to the govern-
ment’s efforts to forge a social pact and to limit
wage increases in 1982 to 16 percent, and it
raised the possibility of protracted strikes by the
unions. Also, the outcome of the three-ycar wage
contract negotiations, which had not yet begun in
earnest even though some of the contracts had
expired the previous December, had been
thrown into greater doubt.

Meanwhile, after months of fractious debate,
the Italian cabinet finally approved a major stabi-
lization program designed to hold the increase in
the state borrowing requirements in 1982 to a
level well beyond the original proposed ceiling of
LIT 50 trillion but lower than the estimated LIT
70 trillion that would result if no action were
taken. However, even after this action, the state
borrowing requirement would exceed that of
most other industrial countries and pose a threat
to the progress already made on the inflation
front. Furthermore, the program still awaited
final parliamentary approval.

By the end of July the lira was trading at LIT
1,367.00 against the dollar, down 9% percent
over the six-month period under review and
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down 5 percent against the German mark. Mcan-
while, Ttaly's foreign exchange reserves stood at
$13.9 billion, an increase of $3.9 billion over the
period.

EUROPEAN MONETARY SYSTEM

In early 1982 most countries participating in the
EMS joint float arrangement had been pursuing
generally restrictive macroeconomic policies for
about two years to counter inflationary pressures
arising from the second round of international oil
price increascs. Some had made considerable
progress in reducing inflation and in limiting the
impact of higher oil prices and depreciating ex-
change rates on domestic wages and costs.
Meanwhile, the dramatic softening of previously
tight conditions in the world oil market and the
weakening of economic activity in the EMS (and
among industrial countries more generally)
helped erode many of the larger payments imbal-
ances that had cmerged in the aftermath of the oil
shock. But there were major problems as well.
Rigidities in economic and social structures—
which in varying degrees characterize all indus-
trial countries—hampered the implementation of
restrictive policies in individual EMS member
states or meant that success in the battle against
inflation was achieved only at considerable cost.
Restrictive policies proved costly in terms of
output losses and unemployment, and the pros-
pects for growth appeared more pessimistic than
expected earlicr, even for countries that had
chosen to adopt policies of greater stimulus.
Also, while the progress on inflation was
achieved through tight monetary policies and
high interest rates, the outlook for maintaining a
durable reduction of inflation was being under-
mined by the persistence of unacceptably high
government deficits. Within individual countries
the listless state of domestic demand generated
efforts by domestic firms to scll in external
markets, competitive pressures among member
states were strong, and protectionist tendencies
were growing. Moreover, underlying the morc
balanced pattern of payments positions were
substantial disparities in competitiveness.
Within the joint float arrangement, the Nether-
lands guilder, French franc, and Italian lira trad-
ed at the top while the German mark, the Belgian

franc, Danish krone, and Irish pound traded in
the middle and lower portions of the band. The
upper group contained currencics that were vul-
nerable on fundamental cconomic grounds, but
nonetheless remained firm, benefiting from a
combination of relatively high interest rates,
exchange controls, and expectations in the mar-
ket that official parities cstablished in October
1981 would hold at least in the ncar term. At the
bottom, requiring persistent intervention sup-
port, was the Belgian franc. Structural problems
in the Belgian economy were reflected in mount-
ing public-sector fiscal deficits, in ¢xcess of 15
percent of GNP, and current account deficits,
which for some years had been financed through
government-arranged loans in dollars and in oth-
er currencies. The external public debt, which
was practically nil in 1977, had risen by the ¢nd
of 1981 to more than 10 percent of GNP.

Like governments in other small, open econo-
mies, the government of Belgium had for some
time rejected devaluation of its currency, arguing
that the benefits of such action would be quickly
croded in view of the large role of international
trade in total GNP and the high degree of domes-
tic wage indexation. But, becausc of the mount-
ing gravity of the situation, the new government
that came to office after the November 1981
election had been granted special powers by
Parliament, including authority to constrain the
growth of wage increases. Consequently, a
change in the official parity of the Belgian franc
scemed more likely than before. Mcanwhile,
Denmark and Ireland, which had also relied
heavily on foreign borrowings to finance large
fiscal and current account deficits, found the
inflows of private capital had slowed. To main-
tain balance in the foreign exchange market,
Ireland continued to place reliance on foreign
exchange controls. In Denmark, concern devel-
oped that the exchange rate for the krone did not
reflect the deterioration that had occurred in the
economy’s external competitive position.

On February 21, the Belgian franc was deval-
ued 8% percent and the Danish krone 3 percent
against all other participating currencics. In con-
nection with the realignment, the Belgian au-
thorities introduced measures aimed at stimulat-
ing private investment while reducing the
government borrowing requirement. The mea-
sures included a limited price freeze, the tempo-



rary suspension of wage indexation, and sclected
tax reductions for business and industry. Imme-
diately after the realignment, the Belgian franc
and Danish krone rose to the top of the newly
aligned band, the Netherlands guilder traded
around the middle, and the German mark,
French franc, Italian lira, and Irish pound moved
to the lower portion of the EMS band.

Exchange market participants were skeptical
that the new parities would stick, citing concerns
about relative competitiveness,  unresolved
structural problems, and continued policy diver-
gences. It was known in the market that the
governments of Belgivm and Denmark had re-
quested larger depreciations of their currencies
than had been agreed to by other member states,
and participants therefore questioned whether
the realignment was suflicient to rectify the vari-
ous imbalances that had already emerged. At the
same time, the realignment appeared too narrow
in scope. It was scen in the market as failing to
address differences between currencies of coun-
trics benefiting (rom improving current account
and inflation performances, such as the German
mark and the Netherlands guilder, and curren-
cies of countries where the outlook was decided-
ly less favorable, such as the French franc and
the Italian lira.

With respect to structural issucs, Belgium and
Denmark were not alone in tacing problems of
large and growing budget deficits and rigid wage
bargaining systems. In general, market partici-
pants felt that there was additional need in those
and other countrics—France and [taly in particu-
lar—to contain wage demands, to reduce govern-
ment expenditures, and to alleviate the pressures
of deficit financing on the financial markets and
ultimately on the growth of moncy. Looking
ahead, participants expressed worry that diver-
gences in economic policy would compound ¢x-
isting differences in cconomic  performance,
They noted that not all countries maintained
equal vigilance in the fight against inflation. In
the case of l'rance, emphasis continued to be
placed on expansionary programs to curtail un-
cmployment.

These concerns generated renewed tension
within the joint float and, as speculation mounted
that another realignment was inevitable, the Ger-
man mark and the Dutch guilder moved to the
top of the system, while the Danish krone weak-
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ened, falling for a time to the middle of the band.
Mcanwhile, the Belgian franc dropped to the
bottom of the joint float where it alternated with
the French franc. The Irish pound traded in the
lower portion of the band. The Italian lira, trad-
ing in its wider, 6 percent margin, fell below the
currencies in the narrow 2% percent band. On
March 19 and again on May 6—with the¢ EMS
fully stretched—the central banks of Germany
and the Netherlands reduced their offictal lend-
ing rates. ‘The authorities in the Netherlands had
room to provide some stimulus to stagnant do-
mestic demand, owing o the favorable cxternal
position of the Nectherlands. Indeed, with domes-
tic demand weaker than in most other EMS
countrics, competitivencess improving, and natu-
ral gas export revenues boosted by earlier price
hikes, the Dutch current account posted a sur-
plus ¢stimated at around 4% percent of GNP,

The reduction of interest rates in Germany and
the Netherlands provided only temporary relief
to the weaker currencics. The psychology of the
market grew increasingly pessimistic, as skepti-
cism intensificd about the willingness and ability
of the authorities in the weaker currency coun-
tries to correct imbalances in their cconomics.
Adverse social reaction within Belgium  pro-
voked by the post-February devaluation program
and by specific problems in the steel sector
(including demonstrations and strikes) cast doubt
on the durability of the government’s austerity
measures.  Elsewhere, institutional — arrange-
ments, coupled with the pressures of high and
rising unemployment, appeared (o make a tight-
ening of financial policies very ncarly untcnable,
particularly in Denmark and Ireland where do-
mestic budget deficits widened sharply. To de-
fend existing paritics, the authoritics of Belgium,
Ireland, and France raised official interest rates
while money market rates in Denmark moved
higher. France and Italy also tightened exchange
controls. And in all cases, intervention sales of
dollars and of stronger EMS currencies became
heavier and more frequent,

Over the weekend of June 12-13, the EMS was
again rcaligned. The central paritics of the Ger-
man mark and Dutch guilder were revalued by
4% percent, while those of the French franc and
[talian lira were devalued by 5¥a percent and 2%
percent respectively against the other participat-
ing currencics. The bilateral central rates of the
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Belgian franc, Irish pound, and Danish krone
were otherwise left unchanged. In subsequent
days and weeks, the Italian lira and Franch franc
traded at the top of the newly aligned band, and
the Irish pound and Danish krone moved near
the top while the Belgian franc traded in the
middle. The German mark and Netherlands guil-
der traded at the bottom of the new alignment.
The new exchange rate structure and the relax-
ation of tensions enabled several EMS countries
previously constrained from easing monetary
conditions to reduce domestic interest rates.
France, Denmark, and Ireland permitted money
market rates to easc, while Belgium lowered
official lending rates. The tendency of interest
rates to ease occurred largely during July, when
U.S. interest rates were registering sharp de-
clines from the high levels that had prevailed in
previous months.

However, the reduction of European interest
rates lagged behind the cuts in the United States.
The weakness of the EMS currency bloc as a
whole against the rising dollar made the authori-
ties reluctant to take actions that could contrib-
ute to a further depreciation of their currencies.
In addition, within the EMS the reflux of funds
from revalued currencies into those that were
devalued was comparatively modest both in
scale and in duration, owing to the cautious
reaction of the market to the newly established
parities. To be sure, participants appreciated that
greater efforts than earlier in the year were being
made to harmonize economic policies, particu-
larly in view of restrictive policy measures in
France and Italy that accompanied the realign-
ment.

Nonetheless, participants awaited the evolu-
tion within various EMS countries of the pro-
posed austerity and budget-tightening programs,
sensing that political and institutional difficulties
would make it hard for many governments to
carry out intended remedial measures. In these
circumstances, part of the unwinding of specula-
tive positions occurred not within the EMS be-
tween revalued and devalued currencies but vis-
a-vis the dollar instead. This meant that, while
the EMS mechanism operated freec of strains
during the balance of June and July, individual
member states had less leeway than after previ-
ous realignments to relax monetary policy or to
enter the exchange market as buyers of currency

in order to repay debt or to rebuild international
reserve positions.

CANADIAN DOLLAR

The Canadian dollar was declining against the
U.S. currency at the end of January 1982, having
fallen nearly 2 percent since November to
U.S.$0.8342 (Can.$1.1988), a level about 3 per-
cent above its fifty-year low of August 1981. The
Canadian economy was in a deepening slump in
early 1982, but little apparent progress had yet
been made on Canada’s persistent double-digit
inflation rate or the high rate of new wage
settlements. Because of the inflation problem
and the risk it would be worsened by further
declines in the exchange rate, Canadian mone-
tary and fiscal policy remained anti-inflationary.
But the policy had been widely criticized in
Canada in a debatc that appeared to intensify
each time new evidence appeared of declining
productive activity and worsening unemploy-
ment. The Canadian dollar tended to weaken in
the exchanges at such points, mainly reflecting
concern that interest rates would be lowered to
stimulate the economy and would trigger addi-
tional capital outflows. In fact, Canadian interest
rates had lagged behind the rapid rise of U.S.
rates during December and January, and by the
end of the month the favorable differential had
narrowed by as much as 5 percentage points and
had been reversed for some maturities,
Downward pressure on the Canadian dollar
also reflected the earlier worsening of Canada’s
external position and the closely related contro-
versy over energy policy. Despite the weakening
domestic economy, Canada’s balance of pay-
ments position had deteriorated progressively
through the first three quarters of 1981, mainly
because of climbing external debt-service costs
but also because declining demand abroad cut
into Canadian exports. The deficit on current
account widened just as massive net investment
outflows developed in connection with the ‘‘Can-
adianization’’ of ownership in ¢nergy-related in-
dustries. If anything, Canadian cnergy policy
became even more controversial because of the
deteriorating financial position of Canadian ener-
gy companies. Falling world energy prices and
declining demand stretched the cash flows of



those companies at the same time that debt-
service costs were climbing as a result of buyouts
of foreign equity interests. Morcover, the owner-
ship goals of the national energy program had not
been reached, raising the specter of further large
capital outflows even though the Canadian gov-
ernment was thought prepared to accept a fur-
ther slowing of the rate of buyout because of
financing difficultics and pressurc on the ex-
change rate.

Reflecting this background, sentiment toward
the Canadian dollar was decidedly bearish as the
period opened. Large sales on Chicago’s IMM
pushed the rate through the psychologically im-
portant level of U.S.$0.83 (equivalent to
Can.$1.2057 in the interbank market) on the first
day of February, and the rate declined through
most of the month as interest rate differentials
adverse to the Canadian currency opened up.
Highly publicized criticism of the government’s
anti-inflation policies during a conference of the
ten provincial premiers contributed to nervous-
ness in the exchanges, despite Prime Minister
Trudeau’s strong reaffirmation of the govern-
ment’s policy stance. Then, three major private
participants withdrew from the Alsands develop-
ment project in Alberta, drawing attention to the
problems being encountered in the government’s
long-term program for Canada’s cnergy develop-
ment. In all, the Canadian dollar fell an addition-
al 2 percent during February to U.S.$0.81
(Can.$1.2346). Official operations moderated
pressures in the exchanges, and Canadian for-
eign currency reserves declined nearly $800 mil-
lion during the month.

From late February through early May, the
Canadian dollar fluctuated in a range between
about U.S.$0.81 (Can.$1.2346) and U.S.$0.825
(Can.$1.2121). During carly March the Canadian
dollar firmed in the exchanges, following actions
by the Bank of Canada to push interest rates
sharply higher and rcestablish an interest rate
differential favorable to the Canadian doliar.
Market participants werc rcassured by these
actions and the accompanying statement by the
Bank of Canada that reaffirmed the policy of
maintaining a positive intercst rate spread, rela-
tive to the United States, sufficient to attract
needed capital inflows. Also, Canada’s trade
surplus had increased significantly in fate 1981
and had jumped to a U.S.$1.3 billion surplus in
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January, the largest in a year. In fact, the Canadi-
an trade surplus remained large, subsequently
underpinning the currency for the remainder of
the period under review.

This recovery for the Canadian dollar proved
brief, as selling pressure against the Canadian
dollar reemerged by the middle of March. U.S.
interest rate increases outpaced those in Canada,
partly eroding the positive interest differentials
that had opened up, while evidence of the Cana-
dian cconomy’s weakness continued to cumu-
late. The Canadian currency thus declined during
the rest of March, but met resistance when it
approached the technically important U.S.$0.81
(Can.$1.2346) level. Through carly May, the
exchange ratc fluctuated just above this level,
responding mainly to modest variations in Cana-
dian-U.S. interest rate differentials and partici-
pating only slightly in the general rise and fall of
foreign currencies against the U.S. dollar that
took place.

Market participants remained preoccupied
with the state of Canadian cconomic policy.
Their concerns gained new cmphasis from the
news that uncmployment had risen to 9 percent
in March, while consumer prices had registered
their second consccutive monthly increase of
more than | percent. Rumors developed in the
market, and were confirmed by an announce-
ment on May [, that the Alberta oil sands devel-
opment project would be abandoned after with-
drawal by all its privatc participants. The Bank
of Canada was a nct seller of U.S. dollars during
March, recording a drop of approximately $500
million in reserves, but during April its net
reserve position remained about unchanged as
the central bank drew $500 million on its credit
lines with U.S. commercial banks to bolster
reserves.

The Canadian currency’s relative steadiness
since late February ended abruptly in early May,
and a sustained slide began, which took the
Canadian dollar to record levels below $0.77
(Can.$1.30) by the third week of June. In a
sudden wave of selling, the cxchange rate plum-
meted through the U.S.$0.81 level on May 12 for
the first time since August 1981, While market
participants were encouraged by another large
trade surplus in March, this good news was
swamped by an April jump in the unemployment
rate to 9.6 percent and by an article published in
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a leading Toronto newspaper, which suggested
that the Canadian authoritics might be consider-
ing a shift in policy toward stimulating the econo-
my and allowing the currency to depreciate,
Government officials were quick to refute this
suggestion. Still, the Canadian dollar dropped
nearly | percent that day to close at U.S.$0.8059
(Can.$1.2408). The Bank of Canada provided
exchange market support and acted to tighten
cash rescrves of the banking system. After a risc
of V4 percentage point in the central bank’s
discount rate and the Prime Minister’s statement
assuring Parliament that there would be no de-
valuation or imposition of exchange controls,
market participants were reassured that, for the
moment, policy would not be changed. An-
nouncement of modification to the export licens-
ing criteria on natural gas also helped the Canadi-
an currency.

Market sentiment deteriorated further in June,
however, on news of another decline in industrial
production and a record 10.2 percent unemploy-
ment rate in May, prompting more public calls
for lower interest rates. In addition, greater
concern developed about the financial strains
affecting Canadian corporations and ¢ven some
large Canadian banks. In this environment, news
that otherwise might have been favorable to the
exchange rate, such as better trade figurcs and a
higher discount ratc for the Bank of Canada, only
served to confirm the likelihood of further weak-
cning of the cconomy and thercby deepened the
mood of pessimism about prospects for the Ca-
nadian currency. Then, after the close of the
Versailles summit mecting, Prime Minister Tru-
deau indicated that Canada might take indepen-
dent action if U.S. intcrest rates did not fall by
mid-July, suggesting to the market the possibility
of a change of hcart by the authorities about
accepting the consequences of currency depreci-
ation. Heavy speculative sales occurred in an
increasingly bearish atmosphere, particularly af-
ter the announcements of a further acceleration
of consumer price inflation during May and an 8
percent quarterly decline at an annual rate in real
GNP for the first three months of the year. The
exchange rate thus fell to a historic low of
U.S.$0.7683 (Can.$1.3016) on June 22.

At these levels, the Canadian dollar met resis-
tance to further declines, steadied through early
July, and began a rccovery that coincided with

the rapid declines in U.S. interest rates and a
softening of the U.S. dollar through the cnd of
the period. Corporations took advantage of the
historic low rates to meet their needs for Canadi-
an currency, while professionals began taking
profits on their very large short positions. A new
budget was announced on Junc 28, and the main
feature was a proposal for a two-year national
cftort to brake inflation. The program included a
cap on salary increases of government employ-
ces, limits on price increases in federally regulat-
ed sectors of the economy, some temporary
deindexation of personal income taxes and social
security payments, and ncw measurcs to assist
thosc most severely affected by the recession.
Market reaction to the budget announcement
was primarily negative, focusing on the Can.$9
billion increase to nearly Can.$20 billion in the
government’s estimated total deficit for the cur-
reat fiscal year, a change that resulted from the
low level of actual economic activity compared
with what had been assumed in the previous
budget. On the positive side, market participants
were relieved that government policy remained
firmly anti-inflationary. Thus, the exchange rate
fluctuated without significant gains. Canadian
gross foreign exchange holdings declined about
$500 million through May and June, even after
additional drawings on the credit lines with Ca-
nadian and foreign banks that amounted to $300
million in May and $1.4 billion in June.

The Canadian dollar firmed in the exchanges in
July, initially supported by technical factors, as
some widely used statistical models gave strong
“buy” signals and participants on the IMM
began turning their large short positions. U.S.
interest rates also began a decline, which was not
immediately matched by equivalent cuts in Cana-
dian rates, and speculation arose in the market
that the authorities planned to tap forcign credit
markets again to bolster official reserves. These
supporting factors were reintforced by a contin-
ued strong trade performance, scasonal inflows
from tourism, and an unusually heavy schedule
of foreign borrowing conversions, which in com-
bination appeared to swamp any negative impact
on sentiment from the report of yet another
increase in June uncmployment to 10.9 percent
and the downgrading of some major Canadian
borrowers’ debt issues by an American bond-
rating service. Some selling emerged later in the



month when wage talks between Prime Minister
Trudeau and the Canadian Labor Congress end-
cd in disagrecement, but this pressure soon abated
and the Canadian currency coatinued to firm
despite a temporary rise in U.S. interest rates
toward the end of the month.

The Canadian dollar thus closed the period at
U.S.$0.7987 (Can.$1.2520) on July 30, 44 per-
cent lower than six months carlier, but still
nearly 4 percent higher than its lowest level
reached in June. As the Canadian dollar reversed
strongly during July, the Bank of Canada made
substantial net purchases of U.S. dollars and
repaid $750 million of its drawings on commer-
cial banks, while adding about $400 million to
official forcign exchange reserves. During the six
months as a wholc, Canada’s official forcign
exchange reserves fell about $800 million to $2.
billion, and $1.65 billion of th¢ borrowings on
commercial bank credit lines remained outstand-
ing as of the end of July.

MEXICAN PESO

By early 1982, the Mexican peso was widcely seen
by market participants as significantly overval-
ued in the exchange markets, reflecting the accu-
mulated effects of a high and accelerating domes-
tic inflation rate, a ncarly fixed cxchange rate
against the U.S. dollar over a period of several
years, and to an extent the appreciation of the
U.S. dollar after the middle of 1980, Dating from
early 1977 and increasingly after 1979, the Mexi-
can authoritics had followed an aggressive policy
of industrialization and c¢xpansion of domestic
cmployment, based on rapidly cxpanding oil
production and ¢xports, and a program of bor-
rowing abroad to finance the import of industrial
capital goods. Thesc policies succeeded in their
major objectives, with real output expanding in
Mexico at an annual rate of more than 8 percent
in the four years through 1981 and with commen-
surate ctfects on employment.

At the same time, however, signs of strain ap-
peared on both the domestic and the internation-
al fronts. Domestically, fiscal deficits had
climbed to approximately 15 percent of gross
domestic product by 1981, cxpansion of the
money supply had held steady at about 33 per-
cent per annum for four consceutive years, wage
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increases climbed, and in consequence, the rate
of inflation accelerated in 1980 and 1981 1o ncarly
30 percent. On the international front, the refa-
tively stable peso exchange rate and rising do-
mestic prices combined to spur imports of con-
sumer  goods, to depress Mexican  non-oil
exports, and to worsen a trade deficit already
decpened by expanding capital goods imports
and recession in the industrial world.,

Mcanwhile, the rapid growth of cxternal in-
debtedness and historically high international
interest rates led to rapidly climbing debt service
costs. Indeced, by the end of 1981, Mexican
public and private foreign currcncy debt reached
an cstimated $75 billion, with debt-service costs
virtually absorbing total oil revenues in that year.
The oil price jump of 1979-80 had worked initial-
ly to increase Mexican foreign currency carnings
sharply, but the high prices by 1981 produced an
opposite cftect, cutting deeply into world oil
demand and thereby halting the rapid rise in
Mexican oil production as well as lowering ¢x-
port carnings below what had been expected.
Moreaver, late in 1981, the Mexican authorities
announced a 1982 public-sector budget clearly
intended to continue the rapid expansion of the
cconomy—a policy that intensified fears of ¢ven
more inflation and a peso devaluation, particular-
ly in view of the deterioration in the external
account. Despite these developments, the peso
late in 1981 was trading at about Mex.$26
($0.038), in nominal terms only about 15 pereent
below its level five years carlier, but in real terms
substantially higher.

The authorities initially responded to the grow-
ing pressure on the peso by accelerating the
gradual depreciation of the currency in the ex-
changes to an annual rate of about 17 percent by
the end of 1981, Nevertheless, there were fre-
quent rumors of an impending maxi-devalua-
tion—such as had occurred in 1976—prompting
bursts of foreign currency purchases by Mexican
residents and an crosion of Mexico's forcign
currency reserves, which at the end of 1981 were
reported at $3.7 billion. 'Then, on February 17,
1982, the Banco de Mexico announced that, in
view of the external situation, it would temporar-
ily withdraw intervention support trom the peso,
so that the peso could find an equilibrium level in
the market. The Mexican authorities saw the
problem primarily as on¢ of external balance and
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stated that an exchange rate adjustment would
make it possible to continue efforts to industrial-
ize Mexico and to expand employment. Accord-
ingly, such corrective measures as were an-
nounced to go along with the floating exchange
rate were addressed mainly to external consider-
ations and to cushioning the domestic effects of
the devaluation. Public spending was to be re-
duced, with the savings used to cushion the
incomes of the workers from the effect of curren-
cy devaluation and to cover the increcased peso
costs of servicing the public-sector external debt.
Price controls were announced, and domestic
interest rates were to be kept high, but measures
were also taken to easure adequate credit flows
to critical sectors of the economy,

On the external side, the Mexican authorities
expected that the decline in the peso exchange
rate would substantially restore Mexico's com-
petitive position in non-oil exports, sharply re-
duce nonessential imports, and halt the capital
flight. The expected swing in the Mexican trade
account was in turn thought likely to reduce
Mexico’s need for external borrowing through
1982. In addition, import licensing was to be
tightened. Immediately after the announcement,
the peso dropped in the exchanges from
Mex.$26.74 to Mex.$38 and in the next two
weeks fell to about Mex.$45, a devaluation of
about 40 percent from the February 17 level.
Once trading settled down, some capital reflows
occurred, enabling Mexico to buy back some of
the reserves lost earlier. Through March and
much of April, an uneasy peace existed in the
exchange markets. The peso first climbed some-
what and then drifted lower amid some resident
selling, with market participants increasingly
concerned whether the February policy actions
were sufficient to correct the external imbalance.

But it soon became clear that much if not all of
the potential benefit of the devaluation would be
lost in a burst of inflation brought on by govern-
ment actions aimed at cushioning the domestic
impacts of the devaluation. The main issue con-
cerned wages. The government agreed in late
March with the trade unions for increases rang-
ing from 10 to 30 percent, increases that followed
a 34 percent boost in the minimum wage on
January 1, 1982. Employers then contended that
the wage increases could not be absorbed with-
out adjustments on the price front, leading the

government to announce a number of tax conces-
sions, and promises of a sympathetic review of
requests for increases of controlled prices. In the
wake of these developments, market estimates of
1982 Mexican inflation were revised sharply
higher, some predicting a rate near 60 percent. In
consequence, the peso again came under sus-
tained downward pressure in the exchanges and
capital flowed out of Mexico. The terms of
Mexico’s new international borrowings, which
had begun to harden even before the February
devaluation, hardened further. In mid-April the
peso stood at about Mex.$46, and was being
allowed to decline in the exchanges at an annual
rate of about 22 percent.

Then, on April 21, the government of Mexico
announced a stabilization program, prompted by
the deteriorating external situation, but in this
instance including a major domestic austerity
program designed to facilitate improvement in
the external account. The seventeen-point pro-
gram was aimed at sharp reduction of govern-
ment spending and the fiscal deficit, largely
through increases in prices of public-sector
goods and services, a tightening of monetary
policy, and substantial further reductions of im-
ports, which in turn would reduce the need to
borrow abroad. This program, if implemented as
announced, was thought by market participants
likely to result in a virtual cessation of Mexican
economic expansion in 1982 and thus was taken
as a more concerted attempt to deal with the
external situation than the February program.
The announcement of such a program only about
two months before national elections was also
taken by the market as an indication that the
Mexican authorities viewed the situation as in-
creasingly serious. At thc end of April, the
Federal Reserve received and granted a request
from the Banco de Mexico for a $600 million
drawing on the swap facility to meet month-end
liquidity needs.

In the weeks that followed, market concerns
focused on two closely linked issues. First,
whether the stabilization program would be im-
plemented aggressively enough to redress the
serious internal and external imbalances and,
second, whether Mexico would be able to bor-
row enough on the international capital markets
to bridge the gap until the program had time to
work. With respect to the first issue, concern



arose that political pressures ahead of and even
after the July 4 national clections would force
postponement of key program elements, particu-
larly the sharp price increases in domestic energy
and critical foodstuffs.

Through the late spring and early summer, it
became increasingly clear that Mexico was en-
countering considerable difficulty in rolling over
maturing foreign currency credits and raising
necded new cash. A *“‘jumbo loan” of $2 billion
was floated in late May, about half of which was
new cash used to bolster forcign exchange re-
serves. The terms of the loan called for higher
interest rate spreads above the London interbank
offer rate (LIBOR) than had existed only a few
months before, but loan participations were slow
to sell outside the lead underwriting syndicate
despite the higher interest yicld. A few weeks
later, Mexico successfully floated a Eurobond
issue, but only by offering a record interest yield
on such issues of 18% percent. At the same time,
private-sector borrowers also were experiencing
difficulties, particularly Grupo Industrial Alfa,
the large Mexican industrial conglomerate,
which earlier had suspended payments on its
international obligations. And again, at the end
of June, the Banco de Mexico requested and was
granted a $200 million drawing on its swap linc
with the Federal Reserve to mect a temporary
liquidity need, with the funds taken down on
June 30 and repaid on July 1.

As the period drew to a close, signs appcared
that the April cconomic program was beginning
to take effect, although at the same time many
came to question whether the program was suffi-
cient to restore external and internal balance
even if fully implemented. Imports had come
down sharply, partly in consequence of the Feb-
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ruary devaluation, but also reflecting the April
import control program. While non-oil exports
had been sluggish to respond, oil exports on a
daily basis had rebounded to nearly the levels
originally targeted for all of 1982. On the domes-
tic side, limitations on peso credit were showing
up in continuing intcrest rate increases. By late
July, rates on most short-term deposits had
climbed from just over 30 percent in February to
about 50 percent, high by historical standards in
Mexico but still well below the expected rate of
inflation. But the government expenditure reduc-
tions and pricc increascs were proceeding less
rapidly than called for in the April program,
suggesting that the reduction of the fiscal deficit
in 1982 would be at best only about two-thirds of
the amount targeted in April.

Capital flight apparcntly tapered oftf somewhat
through late June and July, although downward
pressure on the peso in the exchanges continued.
However, with estimates of the inflation rate
progressively revised upward, market partici-
pants came to expect an acccleration in the
gradual peso depreciation or another major de-
valuation, and concern remained over the possi-
bility of a renewal of significant speculative
pressure. Thus, it was clear that more time and
continued forceful government action would be
required before economic balance could be re-
stored, with the implication that liquidity pres-
sures would continue to be scrious for some
time. At the end of July the peso had declined to
about Mex.$49 to the U.S. dollar. And, on the
final day of the pcriod, Mexico again drew on its
swap line with the Federal Reserve to finance a
short-run liquidity need, taking down $700 mil-
lion on July 30 and repaying the amount in full
the following business day. 0
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The staffs of the Board of Governors of the
Federal Reserve System and of the Federal
Reserve Banks undertake studies that cover a
wide range of economic and financial subjects.
In some instances the Federal Reserve System
finances similar studies by members of the aca-
demic profession.

From time to time, papers that are of general
interest to the professions and to others are
selected for the Staff Studies series. These pa-
pers are summuarized—or, occasionally, printed
in full—in the FEDERAIL. RESERVE BULLETIN.

STUDY SUMMARIES

In all cases the analyses and conclusions set

forth are those of the authors and do not neces-

sarily indicate concurrence by the Board of Gov-
ernors, by the Federal Reserve Banks, or by the
members of their staffs.

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

FOREIGN SUBSIDIARIES OF U.S. BANKING ORGANIZATIONS

James V. Houpt and Michuel G. Martinson—Staff, Board of Governors

Prepared as a stafl’ paper in mid-1982.

Whereas much attention has been given to the
recent increase in forecign ownership of U.S.
banks, the U.S. ownership of foreign banks and
financial institutions has gone largely unnoticed.
Indeed, many bank analysts ignore the role of
subsidiaries altogether and point solely to the
operations of foreign branches of U.S. banks to
indicate the level of the banks’ foreign activity.
The data on foreign branches do, in fact, account
for most of the foreign assets of U.S. banks, but
they exclude the asscts of the banks’ subsidiar-
ies, which by one measure exceced $83 billion.
This study discusses the growth trends and
activities of foreign subsidiarics of U.S. banks,
bank holding companies, and Edge corporations;
the roles these subsidiaries perform in the inter-
national operations of the parent organizations;
and the way they are supervised and regulated by
the Federal Reserve. The study is based on
annual financial data supplicd by the foreign
subsidiaries, supplemented by information ob-

tained from examinations, on-site visits, applica-
tions, and other sources. Much of this type of
information (s confidential for individual compa-
nies, but it has been sufficiently aggregated or
generalized to permit disclosure. Because many
of these statistics have not been previously re-
leased to the public, they should improve the
understanding of the structure and overscas ac-
tivities of U.S. banks.

The study demonstrates that subsidiaries are
engaged in financial, bank-related activities, with
about two-thirds of the assets in foreign compa-
nies that are themselves basically commercial
banks. Other major activities of subsidiaries arc
merchant banking, consumer finance, commer-
cial finance, and leasing. Most subsidiarics are
located in Western Europe and offshore financial
centers, and 90 percent of the assets of foreign
subsidiarics arc owned by ten large U.S. banking
organizations. The study identifies the major
subsidiaries by their principal functions and dis-
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cusses both the banking and the nonbanking
companies. It shows that subsidiaries are an
integral part of the international financial net-
works of large U.S. banks, that their assets have

increased tenfold during the last decade, and
that they are likely to continue to be a useful
vehicle for U.S. banks seeking to expand their
international banking capabilities. a

REDLINING: RESEARCH AND FEDERAI LEGISLATIVE RESPONSE

Glenn B. Canner—Staff, Board of Governors
Prepared as a staff paper in mid-1982

Since 1975, the Congress has passed two legisla-
tive acts designed to encourage institutional
mortgage lenders—commercial banks, savings
and loan associations, credit unions, and mutual
savings banks—to help meet the housing credit
needs of the communities in which they are
chartered. The first, the Home Mortgage Disclo-
sure Act (HMDA) of 1975, was enacted during a
ground swell of opposition to the alleged redlin-
ing activities of institutional mortgage lenders.
The second, the¢ Community Reinvestment Act
(CRA), was passed in 1977. The CRA directed
four of the federal financial supervisory agen-
cies—the Board of Governors of the Federal
Reserve System, the Comptroller of the Curren-
¢y, the Federal Home Loan Bank Board, and the
Federal Deposit Insurance Corporation—to use
their examinations and their reviews of applica-
tions by financial institutions to encourage these
institutions to help meet the credit needs of their
communities, including low- and moderate-in-
come neighborhoods, in ways that are consistent
with safe and sound operation of the institution.
Whereas the HMDA relied on the force of public
disclosure to influence the loan policies of finan-
cial institutions toward certain sections of their
communities, the CRA placed responsibility for
promoting bank activity in these neighborhoods
on the regulatory agencics.

This paper focuses on the widespread research
that has analyzed the redlining issue. The review
describes the rescarch methodologics, findings,
and limitations of cach statistical approach. In
addition to the research, the paper discusses the
federal legislative response to redlining and ex-
amines issues related to the HMDA and the
CRA.

Studies of alleged redlining activities by depos-

itory institutions have shown wide disparities in
the number and dollar volume of conventional
mortgage loans extended to borrowers in differ-
ent geographic areas. They also have shown that
in some neighborhoods mortgage finance is dom-
inated by government-insured or government-
guaranteed contracts, and in others conventional
loans are predominant. In general the redlining
studies have found that variations in lender be-
havior toward borrowers in different geographic
areas can be traced to factors associated with
income variations, mortgage contract character-
istics, lender specialization, property character-
istics, neighborhood factors, and regulatory in-
fluences such as usury laws and mortgage
portfolio constraints. Anecdotal evidence and
information obtained from CRA analysis of bank
applications suggest that at times some lenders
have adopted mortgage loan policies that may
have restricted the flow of credit to certain
neighborhoods. However, the empirical studies
offer little evidence to indicate that any neighbor-
hood has been simultancously redlined by all
lenders, although some discrimination by indi-
vidual institutions may exist.

The HMDA requires public disclosure of the
geographic distribution of home mortgage and
improvement loan extensions by federal deposi-
tory institutions. Research indicates that the
HMDA data is useful both to banking regulators
in fair housing and CRA enforcement and to
community groups in supporting allegations of
unequal neighborhood treatment by lenders.

The CRA empowers the federal banking regu-
lators to encourage the depository institutions to
serve the credit needs of their entire communi-
ties and to assess the degree to which they arc
doing so. The act was not intended to impose



bureaucratic credit allocation on the banking
system, a position the Federal Reserve Board
has reiterated on numerous occasions. However,
it may have that effect in practice because lend-
ers, to avoid lengthy delays and possible denials
of bank applications, may choose to negotiate a
settlement with a particular community group.
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The Federal Reserve has taken the position that
it will scrutinize carefully such agreements to
ensure that they are consistent with the safcty
and soundness of the bank and that they do not
establish a preference for credit extensions that
is inconsistent with evenhanded treatment of
borrowers throughout the community. O
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Industrial Production

Released for publication October 15

Industrial production declined an estimated 0.6
percent in September, following a roughly simi-
lar drop in August. The decline in September was
concentrated in business equipment and in dura-
ble materials, while output of consumer goods
was unchanged on balance. Output of nondura-
ble materials rose more than | percent for the

second month, and output of defense and space
equipment continued to expand. At 137.3 per-
cent of the 1967 average, the index for Septem-
ber is 10.8 percent below its recent peak in July
1981.

In market groupings in September, output of
consumer goods remained at its level in August,
as production of home goods and nondurable
consumer goods edged upward. Autos continued
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1967 - 100 Percentage change from preceding month Percentage
) - change,
Grouping 1982 1982 “Sept. 1981
-- to Sept.
Aug.? Sept.© May l Tune l July ~ Aug,. | Sept., 1982
Major market groupings
Total industrial production 138.1 137.3 ~.7 -4 .1 —.5 —.6 -94
Products, total 141.4 140.9 -4 . 3 8 4 6.7
Final products. ... .. .. 140.8 140.3 -3 -1 2 1.1 4 - 6.5
Consumer goods. . ............... 144.4 144.4 1.1 8 8 1.0 [§] - 23
Durable ..........0.0c.o 132.8 132.2 1.5 {.5 1.9 -32 S -5.8
Nondurable . .................. 149.( 149.2 9 6 4 -2 1 -1
Business equipment. ............. 151.6 149.2 =3.0 -2.0 1.3 1.9 -1.6 18.3
Defense and space............... 109.3 110.2 .S -1 1.4 2 8 7.0
Intermediate products.............. 143.6 143.4 -.8 5 7 .5 1 -7.2
Construction supplies ............ 125.0 1252 —1.1 v 9 .6 2 -10.4
Matertals ................ o 1329 131.8 -1.4 -0 -5 .0 —.8 -13.6
Major industry groupings
Manufacturing. . ..................... 137.7 136.9 —.6 . 4 4 -.6 - 9.4
Durable..............oooioit, 124.3 122.8 -5 5 3 1.3 -1.2 -12.8
Nondurable ....................... 156.9 157.4 -7 2 4 .6 3 - 5.1
Mining ... 118.2 115.7 39 4.2 -2.6 17 2.1 20.2
Utilities. . ..o 168.4 168.9 - -9 -1 5 3 N
p Preliminary. e Estimated. Norl. Indexes are scasonally adjusted.

to be assembled at the annual rate that had
prevailed in August—35.5 million units—but out-
put of lightweight trucks for consumer use de-
clined. Production of business cquipment fell 1.6
percent in September, close to the average
monthly decline since the end of 1981, In Sep-
tember large declines occurred in production of
building and mining, manufacturing, and transit
equipment. Output of construction supplies
edged up in September, although somewhat less
than in each of the preceding three months.
Production of materials was curtailed 0.8 per-
cent, reflecting a sharp reduction in durable
materials, particularly in parts for consumer

goods and for equipment. Output of cnergy mate-
rials declined 1.5 percent as output of coal was
reduced mainly becausc of the rail strike., How-
ever, output of nondurable materials, such as
textiles, paper, and chemicals, increased 1.4
percent following a similarly large increase in
August,

In industry groupings, manufacturing output
was reduced 0.6 percent further in Scptember
because of sharp cutbacks in durable goods
industries, Production in nondurable manufac-
turing continued to increase slightly as did utility
output. Mining output, however, was again re-
duced sharply.
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Statements to Congress

Statement by Lyle E. Gramley, Member, Board
of Governors of the Federal Reserve System,
before the Subcommittee on Forests, Family
Farms, and Energy of the Committee on Agricul-
ture, U.S. House of Representatives, September
16, 1982,

[ am pleased to discuss with you the present state
of the housing and forest products industries and
the outlook for the future. My testimony will
review briefly the current economic and financial
situation, discuss the origins of the problems
facing housing and related industries, and indi-
cate what [ belicve to be the appropriate course
for government policy in the period ahead.

The problems of the housing industry and
those that supply it are part of a broader econom-
ic malady. We must keep that carefully in mind
as we look for solutions. Quick fixes tailored to
specific industries could prove illusory, and
counterproductive over the longer term, if they
diverted us from attending to the broader policy
needs of the national economy.

We are now in the process of reversing an
inflation that began in the mid-1960s and that
steadily worsened until it threatened to bring
serious harm to our economic institutions. This
effort has imposed substantial costs in terms of
reduced output and employment, economic
hardships for individvals and families, and de-
clining sales and profits for many businesses.
The credit-dependent housing industry and the
industries related to it clearly have suffered dis-
proportionately. However, these industries
clearly have as much to gain as others—if not
more—from a successful effort to restore price
stability. We have made substantial progress
during the past two and a half years in reducing
inflation. Price stability, lower interest rates, and
a healthy economic recovery are all achievabie.
We in the Federal Reserve will persist in our
policy of monetary discipline, and if the Con-
gress and the administration are successful in
their efforts to reduce the deficit in the federal

budget, fiscal and monetary policy will be work-
ing together to defeat inflation.

THE CURRENT ECONOMIC SITUATION

The nation has been in the grip of an economic
slowdown for some time. The recession began in
the housing and heavy durable goods industries,
but it has since become widespread among indus-
tries and geographic regions. Nevertheless,
those components of the economy most heavily
dependent on credit have been affected the lon-
gest and the most severely. By late last year,
housing starts had fallen to the lowest level since
World War 11, and output in sectors closely
related to housing—such as the forest products
industry—has contracted sharply. The auto in-
dustry and producers of business capital equip-
ment also have been hit hard.

The hardships resulting from high interest
rates have not stopped at our national borders.
High interest rates have had substantial adverse
effects on borrowers abroad, reflecting the in-
creased economic interdependence of nations
and the growing integration of international capi-
tal markets.

The human costs of the recession have been
serious. The overall unemployment rate has
reached a post-World-War-11 high of nearly 10
percent, or more than 10 million people. The fact
that the recession has been most severe in the
construction and durable goods industries means
that the burden of rising unemployment has been
relatively heavy on adult men, although jobless-
ness among young and inexperienced workers
also is relatively high. In addition to those offi-
cially recorded as unemployed, hundreds of
thousands of discouraged workers who want
work have given up looking for jobs.

Economic and personal hardship has been
particularly severe in those areas of the country
where the most depressed industries are concen-
trated. Employment in the auto industry—which



is facing both cyclical and structural problems—
has fallen nearly a third during the past scveral
years; in July, the unemployment rate in Michi-
gan was almost 15 percent. Becausce of the mas-
sive downswing in national housing activity,
scores of lumber mills have been closed or have
curtailed operations, and many thousands of
employees in the west and south—the areas in
which most of the nation’s forest products arc
produced—have been laid off or had their work-
weeks cut. In Washington and Oregon, for exam-
ple, the number of persons cmployed in the
lumber industry during the second quarter of this
year was almost 30 percent below the level four
years earlier.

Economic and financial market developments
have taken a heavy toll on individuals and insti-
tutions in a wide range of other industries as
well. We have seen bankruptcy or reorganization
of a significant number of major corporations and
a large number of small businesscs. Business
failures, in fact, have climbed to the highest
levels since the 1930s; even when measured
relative to the total number of concerns in opera-
tion, business failurcs arc the highest in several
decades. And the substantial rise in market inter-
est rates since 1978 has placed serious strains on
many financial institutions, particularly those
that traditionally have supplied the lion’s share
of housing credit. Many thrift institutions that
relied on short-term deposit funds and made
long-term, fixed-ratc mortgage loans have en-
countered scverc earnings and net worth prob-
lems. Strenuous cftorts by the regulatory agen-
cies have been required to support capital
positions and to help arrange appropriate merg-
ers and acquisitions of financially troubled firms.
About 300 mergers took place in the savings and
loan industry during 1981 and roughly 250 have
occurred so far this year, quite a few of which
were arranged or assisted by the regulators.

There is some cvidence suggesting that the
recession of 1981-82 is now behind us. Rcal
gross national product increased somewhat in
the second quarter, when the rate of inventory
liquidation exercised less drag on the cconomy
than it had in the first three months of the year,
Moreover, the index of leading economic indica-
tors has moved up for several months in a row.

Yet, there is little evidence so far that recovery
is under way. Labor markets continue to be
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unusually weak; consumer spending remains
sluggish; and business fixed investment is declin-
ing substantially.

My judgment is that a pickup in activity is
likely to develop in the months ahcad, bolstered
to a degree by the midyear tax cut and the effects
of the recent drop in market interest rates. His-
tory suggests, moreover, that some momentum
will develop once an upturn is in process. But the
toll of three years of financial and economic
stress will limit the pace of recovery for a while.
Business capital investment is perhaps the major
point of vulnerability. Current and planned out-
lays for plant and equipment have continued to
decline substantially; both domestic and export
markets are weak; capacity utilization is low;
temporary overbuilding of offices and stores has
appeared; operating profits of nonfinancial cor-
porations have fallen to a postwar low; and the
illiquidity of many firms is likely to discourage
businesses from making long-term investment
commitments. Housing is not apt to contribute to
cyclical recovery to the extent that it has in past
upswings, at least not until tong-term interest
rates decline considerably further. The overall
pace of expansion during the first several quar-
ters of recovery, therefore, is apt to be a good
deal weaker than has been typical of other post-
war recoveries from recession,

SOURCES OF THE PROBLEMS

Two factors are primarily responsible for the
current condition of the general economy and the
credit-dependent sectors such as housing. The
first is the strong inflationary momentum that
built up over the past [5 years or so. The second
is the mix of public policies that has been in place
during much of the past several years.

Toward the end of the last decade, there was
fairly general recognition that inflation had been
allowed to get out of hand and that it was
seriously damaging our cconomy. Fighting infla-
tion came to be recognized as the top priority for
economic policy. In late 1979, the Federal Re-
serve moved to ensure the monetary discipline
that was needed if inflationary pressures were to
be contained. Unfortunately, for a time the Sys-
tem carried on that battle largely alone. Large
and growing budget deficits created a serious
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imbalance in fiscal policy, contributing to ex-
traordinarily heavy pressures on financial mar-
kets and record interest rates.

Let me remind you of the serious state of the
federal budget at midyear 1982. Leaders from the
administration and the Congress agrecd that,
under current law and assuming the President’s
proposed defense buildup, the deficit in fiscal
1985 would exceed $230 billion if the economy
grew reasonably well—that is, at an average rate
of 4 percent a ycar—over the 1983-85 period.
The deficit in fiscal 1985 would then be about 5%
percent of GNP, by far the largest of any postwar
year. Since net private saving historically aver-
ages about 7 to 8 percent of GNP, a deficit of this
size would absorb roughly three-fourths of net
private saving, leaving precious little to finance
net private investment in business capital and
housing.

Even under the best of circumstances, bring-
ing an end to an inflation that had gone on largely
unchecked for a decade and a half was bound fo
be painful. But the thrcat that monetary and
fiscal policies might collide head on made it
doubly so.

Since midyear, interest rates on short-term
securitics have come down dramatically, and
improvement has also occurred in thosc interest
rates that have such an important bearing on the
pace of cconomic activity—that is, on corporate
bond rates, mortgage rates, and the rates paid by
business borrowers at banks.

These developments reflect, in part, a recogni-
tion by financial market participants that the
recovery in economic activity likely to develop
over the rest of 1982 and on into 1983 will be
comparatively weak. They also stem, however,
from the improved prospects for budgetary disci-
pline and a growing rcalization that monctary
restraint has contributed importantly to reduced
inflation.

In 1979 and 1980, the long-term trend rate of
price increase was probably in the neighborhood
of 10 percent. With food and energy prices rising
rapidly at that time, actual inflation rates were
above 12 percent. Since then, the underlying
trend rate of price rise has, I believe, been cut
nearly in half—largely because some moderation
has occurred in the rise of wages and salaries.
Improvements in productivity introduced by
business firms may also be helping to moderate

inflation. Moreover, we arc benefiting on the
inflation front from the continued glut in world
oil markets, from the improvement in the value
of the doHar abroad, and from harvests of major
grain crops that will apparently be very abun-
dant.

Slower inflation has helped to take pressure off
financial markets, by reducing demands for mon-
ey and credit and by lowering the inflation premi-
um contained in nominal interest rates. The
longer that improved price performance is main-
tained, the greater will be the confidence of
private market participants that a decisive down-
trend in inflation is being achieved.

Sentiment in financial markets has also been
improved by evidence of the breakup of the
political logjam that appeared last spring to be
holding up progress on the budget. Passage of the
tax bill has not ended the need for concern about
federal deficits and the threat they contain for
financial markets and for private industries most
heavily dependent on credit. But its passage does
suggest that the clear and present danger of a
burgeoning deficit is widely recognized, and that
the process of reducing the government’s ab-
sorption of credit is now under way.

FUTURE PROSPECTS AND POLICIES

Let me turn, next, to the policies that are most
likely to be successful in helping to restore health
to all major segments of our nation’s economy.

The fight against inflation has been long and
arduous. A temptation exists, thercfore, to be-
come impatient, and to adopt a course of eco-
nomic policies designed to encourage greater
strength of recovery in the near term. Declaring
the battle against inflation won would be prema-
ture. Inflationary expectations remain powerful,
despite recent progress on the price front, and
downgrading of the inflation problem as our top
priority could mean that the costs borne to this
point would have been largely wasted.

Indeed, 1 would argue that the single most
important thing government can do for the bene-
fit of housing and related industries is to pursue
policies that will get rid of inflation once and for
all. Inflation produces the high interest rates that
cause ratios of monthly payments to borrower
income to rise to prohibitive levels during the



early years of thc home mortgage contract. Ex-
pectations of inflation also cause prices of houses
to shoot up faster than prices of consumer goods
and services, making it more difficult for first-
time home buyers to meet monthly payment and
downpayment requirements. During the latter
part of the 1970s, for example, average home
prices were rising at rates of necarly 20 percent
per year, roughly twice the pace for goods and
services gencrally or for personal income.
Inflation can be disastrous for rental housing, a
particularly important alternative for our less
affluent citizens. The production of apartment
structures for rent has been depressed for many
years, even as vacancy rates have fallen to
historic lows. Investors have been unwilling or
unable to take on the risks of rental projects for
which predicting returns is quite difficult, espe-
cially when local governments might abruptly
impose coatrols on the reats that can be charged.
We must have a sensible, coherent, and unam-
biguous set of federal policics to achieve a sus-
tained economic recovery unhampered by resur-
gent inflation and heightened financial pressures.
The Federal Reserve is fully cognizant of the
need to follow policies that will permit a healthy
and sustained economic recovery, But we have
no intention of abandoning the basic monetary
discipline that is needed if we are to achicve that
goal. We recognize that cxcessive monetary
growth would simply embed inflation and infla-
tionary expectations more deeply in the econom-
ic system, ultimately pushing long-term interest
rates to levels that would cxacerbate the prob-
lems of housing and housing-related industrics.
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Our nation also badly needs actions to achicve
smaller ““structural’ federal deficits—that is, to
assure that deficits will decline as the cconomy
recovers. The congressional budget resolution
was a welcome show of determination Lo achieve
a sounder fiscal policy, and the recent tax bill
was a concrete step toward implementing the
needed budgetary restraint. But a great deal
more necds to be done as the cconomy expands.
Indeed, cven if the objectives of the budget
resolution are fully reached, the delicit appears
likely to be higher in the next several fiscal years
than in the current ycar, despite the fact that the
economy will be cxpanding. Of course, some of
the deficit in fiscal year 1983 will reflect the
economic weakness this year and the time re-
quired merely to regain lost ground. But ab-
stracting from those factors, a structural deficit
problem would remain to be dealt with, cven if
all the deficit-reducing measures in the budget
resolution were enacted.

If we do not take strong steps to deal with this
budget problem, continuing federal deficits will
preempt an excessive share of net saving gener-
ated by the private sector and, in the process,
place renewed pressures on credit markets when
the economy starts expanding. This prospect, of
course, also influences the attitudes of both
borrowers and lenders, limiting the decline in
long-term rates of interest needed now by credit-
dependent scctors such as homebuilding. A cred-
ibly firmer budget posture is needed to promote
confidence that fiscal and monctary policies are
working together in fighting the battle against
inflation. (]

Statement by Henry C. Wallich, Member, Board
of Governors of the Federal Reserve System,
before the Subcommittee on Commerce, Con-
sumer and Monetary Affairs of the Committee on
Government Operations, U.S. House of Repre-
sentatives, September 30, 1982,

This is the third time 1 have been privileged to
appear before this subcommittce to present the
views of the Board of Governors on the subject
of foreign investment in U.S. banks. On those
previous occasions in 1979 and 1980, some espe-
cially large acquisitions had drawn public atten-

tion to the growing tide of foreign interest in
investing in our banking system. That interest, as
[ mentioned then, reflected the growing interna-
tionalization of banking, which had been mani-
fested earlicr by the movement abroad by U.S.
banks. In the past two years, tforeign investment
has continued at significant levels, though per-
haps not so intensely. By the middle of this year,
134 banks were controlled by foreign banking
organizations and other forecign investors, or
about 35 more than when | last testified. Thesc
134 banks account for approximately 5% percent
of domestic banking assets.
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The invitation for the Board to be represented
at these hearings asked that the testimony treat
several specific points: first, the performance of
foreign-owned banking institutions; second, Fed-
eral Reserve policy on the supervision of foreign
bank holding companies; third, the procedures
followed by the Board in processing applications
by foreigners to invest in U.S. banks; and finally,
the issues that were present in recent, specific
applications.

THE PERFORMANCE OF FOREIGN-OWNED
BANKING INSTITUTIONS

In the past two years, there has been an increase
in foreign acquisitions of large U.S. banking
organizations such as Crocker National Corpora-
tion, Financial General Bankshares, and LITCO
Bancorporation. I shall come back to thesc ac-
quisitions later. Significant interest has also been
shown in smaller institutions, notably in Florida
and California,

These acquisitions and investments have oc-
curred recently and, indeed, some are currently
in process. It is yet too soon, therefore, to
attempt to draw any firm conclusions about the
performance of these banking organizations un-
der their new owners. As the subcommittee is
aware, the Board and the other bank regulatory
agencies have been monitoring on a continuous
basis the behavior and performance of foreign-
owned banking organizations. The most recent
overall review by the Board staff was completed
last year, and 1 have attached it to this statement
for the subcommittee’s information, !

The principal conclusions of the review may
be summarized as follows:

1. Before their acquisition, the banks general-
ly had lower earnings and lower equity ratios
than other banks in their peer group.

2. After acquisition, earnings generally im-
proved, though not fully to peer-group levels,
while equity ratios were raised to peer levels as a
result of infusions of capital by the new owners.

3. The business orientation of the acquired
banks did not change materially. Somewhat less

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

emphasis on retail lending as a proportion of the
total was evident as a result of greater diversifi-
cation of the lending portfolio.

4. Within the total group, the greatest im-
provement in earnings and the largest increases
in capital took place at banks acquired by foreign
individuals; however, the earnings base of these
banks was low before acquisition.

These generalizations are based on a review of
banks acquired by foreign interests and not those
established de novo by foreigners. They are also
based on information through 1980. However,
partial data for 1981 support these findings.

Supervisory experience forms another aspect
of the performance of foreign-owned banking
organizations. As you know, direct supervisory
respousibility is shared at the federal level among
the Office of the Comptroller of the Currency,
with responsibility for national banks; the Feder-
al Reserve, with responsibility for state member
banks and bank holding companies; and the
Federal Deposit Insurance Corporation, with re-
sponsibility for all other insured banks. The
Federal Reserve has supervisory responsibility
for 12 state member banks that are owned by
foreigners and for 67 foreign-owned bank holding
companies. We have direct knowledge of and
experience only with these foreign-owned insti-
tutions. However, we do keep in close touch
with the other banking agencies about their su-
pervisory experience with foreign-owned banks
under their jurisdictions. Specific material on the
supervisory experience has been filed by the
three agencies with the subcommittee. Here, 1
should like to confine my remarks to some
general observations about that experience.

Supervisory experience may be judged in sev-
eral ways. One way is according to the condition
of the banking institution because the ultimate
objective of bank supervision is the promotion of
sound and healthy banks. Another way is the
record of compliance by the banking institution
with the laws and regulations to which it is
subject.

On the first measure, evidence has already
been cited that the equity ratios and earnings of
banks acquired by foreigners generally showed
improvement. Further evidence is available from
the ratings assigned by the supervisory agencies
on the basis of examination reports. In response



to your request, the three banking agencies pre-
pared and transmitted to the subcommittee a
summary table of the ratings of a sample of
banks. Of the 52 banks in the sample, 40 had
strong composite ratings for financial soundness
of one or two. Only 5 were rated unsatistactory,
and some of these had been weak when acquired
by foreign investors.

The record of compliance is more difficult to
measure. There is probably not a bank in the
United States whose examination report does
not cite violations of law and regulations. Most
of these violations are technical and most are
immediately corrected, usually during the exami-
nation itself. Foreign-owned banks have proved
no different in this regard. A supervisory prob-
lem exists only when scrious violations occur or
when a pattern of violations is recurring. This
situation may be cause for a ccase-and-desist
order or some other supervisory action. On this
basis, our expericnce has been—and I believe
this is shared by the other agencies—that the
compliance record of foreign-owned banks
equals that of similar domestically owned banks.

SUPERVISION OF
FOREIGN BANK HOLDING COMPANIES

Under the law, responsibility for the supervision
of bank holding companies has been assigned to
the Board. That responsibility includes all bank
holding companies whether domestically or for-
eign owned.

Of the 134 U.S. banks controlled by foreign
interests, 84 arc held through corporations.
These corporations are required to become bank
holding companies and fall under the direct su-
pervisory jurisdiction of the Board. Within this
group of 84 banks, 60 are owned by foreign
banking organizations and the remainder by indi-
vidual investors.

The Board outlined its approach to the super-
vision of foreign bank holding companies in a
policy statement issued in February 1979. The
central theme of that statement is that the
Board’s primary concerns arc with the opera-
tions and activities conducted in the United
States and that our supervisory eftforts would be
so directed. The Board’s interest in the foreign
parent organization or in the foreign owners lies
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principally in their capability to be a continuing
source of strength to the banking operations in
the United States.

Since that statement appeared threc and a half
years ago, the Board has implemented it in
several ways. First, before approving the estab-
lishment of a foreign bank holding company, the
Board assures itself about the financial and man-
agerial resources of the foreign organization.
Applicants arc required to furnish extensive in-
formation so as to enable the Board to render a
judgment that those resources arc sufficient to
provide support to the U.S. subsidiary bank. The
same requirements apply to domestic applicants.
Also, foreign supervisory authoritics are contact-
¢d about the financial condition and the reputa-
tion of the applicant.

Sccond, the Board has established annual re-
porting requirements through which forcign bank
holding companies submit information permit-
ting an appraisal of the financial condition of the
foreign organization on a continuing basis. The
requirements also serve for assessing compliance
with regulations governing U.S. operations of
foreign banking organizations.

Third, a reporting system has been put in place
that monitors transactions between the U.S.
bank and the foreign parent organization on a
quarterly basis.

Fourth, foreign bank holding companies arc
required to report any nonbank activitics com-
menced in the United States and the authority
under which they arc undertaken. The commit-
tee staff has seen copies of the reports that have
been filed with the Board.

A primary supervisory tool in the case of
domestic bank holding companics is the exami-
nation or inspection process. The examination
process is also an important supervisory tool in
the case of foreign bank holding companies,
although the ways in which this tool is employed
necessarily differ. The foreign organization itself
is not inspected, because it is located outside the
jurisdiction of the United States. For information
about the foreign organization, reliance is placed
on the reports just mentioned and on relation-
ships with foreign supervisory authoritics. Nor is
there a system of regular inspections of nonfinan-
cial subsidiaries in the United States. As you
know, under the law, foreign banking organiza-
tions may have indirect subsidiaries in the Unit-
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ed States that engage in nonfinancial activities of
kinds not permitted domestic bank holding com-
panies, provided certain conditions are met. Be-
cause the Board is not responsible for the condi-
tion of the foreign banking organization and its
activities, financial and nonfinancial, outside the
United States, interest in any indirect nonfinan-
cial activities in the United States is limited to
compliance with regulation. When the U.S. bank
is held by an intermediate U.S. holding compa-
ny, that company and its nonbank subsidiaries
will be inspected, as necessary, on the same
terms as a domestic bank holding company. The
subsidiary banks are, of course, examined by the
relevant bank supervisory agency, and the Board
relies on the examination reports prepared by
those agencies to monitor the condition of those
institutions.

For the most part, foreign bank holding com-
panies are foreign banking organizations. As
such, they are usually the major banks in their
home countries; they arc supervised by foreign
banking authorities; and they have a recognized
reputation in the international marketplace.
These banks acknowledge that they are guests in
this country and are anxious to remain in good
standing by adherence to the rules and regula-
tions to which they are subject. For these rea-
sons, the Board has not been confronted with
serious problems in supervising the U.S. activi-
ties of these companics.

By contrast, when U.S. banks are controlled
by foreign individuals, certain supervisory prob-
lems do arise. One relates to the initial entry of
the foreign investors in seeking to acquire or
establish a bank. Another relates to the supervi-
sion of the continuing operations of those banks,
once they have been acquired. However, these
problems also exist when domestic individuals
acquire banks.

On the question of entry, the principal problem
is ascertaining the financial strength and reputa-
tion of the would-be foreign owners. This is a
problem faced by the Office of the Comptroller of
the Currency when foreign investors seek to
charter a national bank and by the various state
authorities when a state banking charter is
sought. The problem is also encountered in all
three federal banking agencies under the Change
in Bank Control Act when a foreign investor
seeks approval to acquire more than 10 percent

of an existing bank and becomes the largest
single shareholder. The relevant banking agency
has to determine the investor’s condition and
status. The ability to make such a determination
is necessarily complicated by distance and differ-
ences in foreign conditions and standards.

On the question of continuing supervision,
there is the problem of assuring that the bank is
managed well and that it is not used for the
benefit of the foreign owners to the detriment of
the condition of the bank. Individual investors,
by comparison with banking organizations, may
not have the same interest in preserving their
banking reputations. The first line of defense on
this point is to limit entry to persons of undoubt-
ed integrity and banking experience. On the
whole, as described earlier, the banks owned by
foreign individuals have been managed well and
have posed few supervisory problems. However,
there have been exceptions, one being the Amer-
ican Bank and Trust Company situation in New
York several years ago, when a foreign investor
abused the bank to his own benefit. The subcom-
mittee is familiar with that unfortunate experi-
ence, which illustrates the need for vigilance in
the examination process when decaling with
banks owned by individuals, whether domestic
or foreign.

FEDERAL RESERVE PROCEDURES ON
APPLICATION ACQUISITIONS

I should now like to turn to a description of how
the Board handles applications by foreigners to
acquire U.S. banking organizations.

The Bank Holding Company Act provides
several criteria that the Board is required to
consider in judging applications to form bank
holding companies: (1) the financial and manage-
rial resources of the acquiring company and the
bank to be acquired; (2) the future prospects of
cach; (3) the convenience and needs of the
community to be served; and (4) the effects of the
proposal on competition. Similar criteria are to
be considered by the banking agencies under the
Change in Bank Control Act. These criteria
apply to both foreign and domestic acquirers.

When an application is received by the Federal
Reserve from foreign banking organizations or
foreign individuals to form a bank holding com-



pany, the same general procedures are followed
and the same general information is required as if
domestic organizations or domestic individuals
were involved. Also, a concerted effort is made
to obtain additional information that will permit
an evaluation of the foreign banking organization
viewed against the cnvironment in which it oper-
ates in its home country. Foreign individuals are
required to submit financial statements and other
information sufficicnt to assess their ability to
manage a banking organization and to stand
behind the acquired bank. Contact is usually
made with the appropriate forcign supervisory
authority about the condition and reputation of
the foreign applicant. When a foreign banking
organization is involved, this procedure is in
keeping with the broad agrcement reached
among the central banks and bank supervisory
authorities of the Group of Ten countrics and
Switzerland that foreign banks operating within
their territories should be adequately supervised
institutions in their home countries and that the
home country supervisors shall supervise the
activities of their banks on a consolidated basis.

SOME RECENT MAJOR ACQUISITIONS

I propose now 1o comment on three recent major
acquisitions as requested in your letter to testity.
The cases are the following: (1) the acquisition of
Crocker National Corporation by Midland Bank
Limited; (2) the acquisition of Financial General
Bankshares by a group of Middlc Eastern inves-
tors; and (3) the acquisition of LITCO Bancor-
poration by Banca Commerciale Italiana. My
remarks will be confined to the highlights of each
case. More details are contained in the Federal
Reserve Board’s orders approving the acquisi-
tions, which I should like to submit for inclusion
in the record.

Crocker National Corporation

In early 1981, Midland Bank I.imited, one of the
major London clearing banks, applied to acquire
a majority interest in Crocker National Corpora-
tion, whose principal subsidiary bank and princi-
pal asset is Crocker National Bank. At the time,
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Midland Bank had total deposits of $55 billion
and was the third largest bank in the United
Kingdom. Crocker National Bank had total as-
sets of $19 billion and was the fourth largest bank
in California and the twelfth largest in the United
States.

Under the proposal, Midland Bank would im-
mediately acquire 51 percent of the stock of
Crocker National Corporation with the intention
of ultimately acquiring 57 percent. The end result
of the acquisition would be an infusion of $495
million in new capital into the Crocker National
Corporation. At the time of the application,
Midland Bank had no operating banking pres-
ence in the United States. Its only representation
was as a part owner of European American Bank
and Trust Company, a consortium bank in New
York owned by six banks from different Euro-
pecan countries.

Although the acquisition of a large U.S. bank
was involved, virtually no issues were presented
by the application under the criteria specified in
the Bank Holding Company Act. The application
indicated no adverse competitive factors because
Midland Bank had no direct banking operations
in California or clsewhere in the United States.
Midland Bank was in strong financial condition,
and its reputation as an international bank was
undoubted. The proposed capital infusion was
regarded as a factor that weighed in favor of
approval.

In approving the bank acquisition, the Board
also had to consider the other activities of the
Midland Bank organization in the United States
and their consistency with the requirements of
the Bank Holding Company Act. As a result, the
Board order approving the bank holding compa-
ny formation required that Midland divest its 20
percent interest in European American Bank on
the grounds that retention would be inconsistent
with the policy underlying section 3(d) of the act.
Under that section, bank holding companies arc
effectively barred from acquiring more than 5
percent of the shares of a bank in another state.
The Board also denied an c¢xemption from the
prohibitions of section 4 of the act for the activi-
ties of the U.S. subsidiary of Thomas Cook
Limited. That company provides rctail and
wholesale travel services in the United States, an
activity that the Board has found to be not
closely related to banking.



622 Federal Reserve Bulletin {0 October 1982

Financial General Bankshares

Financial General Bankshares is a multistate
bank holding company with 12 banks located in
the District of Columbia and the states of Mary-
land, New York, Tennessee, and Virginia. In
November 1978, the first applications to acquire
this holding company were made by Credit and
Commerce American Holdings of the Nether-
lands Antilles and Credit and Commerce Ameri-
can Investment of the Netherlands. The two
applicant companies were formed by a group of
individual investors from several Middle Eastern
countries for the purpose of the acquisition. A
protracted process ensued. The proposed acqui-
sition was at first opposed by existing manage-
ment of Financial General and its subsidiary
banks. Moreover, two of the state banking super-
visors involved (Virginia and Tennessce) recom-
mended denial on the grounds that the acquisi-
tion would be detrimental to the convenience and
needs of the communities served. In addition,
the Attorney General of the state of Maryland
issued an opinion that Maryland state law pre-
cluded a Maryland banking institution from being
subject to an ‘“‘unfriendly” affiliation. In these
circumstances, the Board dismissed the first
applications on the grounds that it was prohibited
from approving a proposal that would violate
state law.

These complications were subsequently re-
solved, and a new application was filed in No-
vember 1980. Whereas a number of technical
issues remained, the principal issue for the Board
then became the identity of the purchasers, their
reputation and their financial strength, and what
those attributes meant for the future operations
of the bank holding company.

The Middle Eastern investor group consisted
of fourteen individuals and companies from Sau-
di Arabia, the United Arab Emirates, and Ku-
wait. The group included eight individuals, three
personal holding companies, two government-
owned companies, and one private company. In
the course of processing the application, a meet-
ing was held at the Board’s offices, which was
attended by representatives of the investor
group, counsel for the applicants, representa-
tives of the state banking departments involved,
and the Comptroller of the Currency. The infor-
mation developed at this meeting became part of

the record on which the Board based its decision.
In making that decision, the Board took special
care to review the financial resources of all the
investors. The information submitted demon-
strated that all the investors possessed sufficient
financial resources to make the acquisition and
to provide future support if needed.

The financial factors relating to the acquisition
of Financial General were considered to be con-
sistent with approval. So far as management was
concerned, the investors did not propose to take
an active role themselves. Rather, they proposed
to have all the director and top management
positions filled by qualified Americans. The
Board carefully reviewed the composition of the
proposed board of directors of Financial General
and the proposed senior management and was
satisfied about their qualifications.

The Board approved the acquisition on August
25, 1981. The transaction was consummated in
April 1982, and the name of the organization was
subsequently changed to First American Bank-
shares.

LITCO Bancorporation

In December 1981, Banca Commerciale Italiana
(BCI) applied to the Board to acquire LITCO
Bancorporation of New York, a bank holding
company owning all of the shares of Long Island
Trust Company. Long Island Trust Company
had about $1.1 billion in assets, and its business
orientation was primarily directed toward do-
mestic business in the metropolitan New York
area. BCI was the second largest bank in Italy
and had consolidated assets of about $34.5 bil-
lion. BCI conducted a wholesale banking busi-
ness in the United States through branches in
New York and Chicago and an agency in Los
Angeles. BCI is indirectly owned by the Italian
government through a government holding com-
pany, Istituto per la Ricostruzione Industriale.
In this case, as with the Midland-Crocker
acquisition, there were few issues under the
statutory factors prescribed in the Bank Holding
Company Act. The Board found that the acquisi-
tion would have no significantly adverse effects
on the concentration of banking resources or on
existing or potential competition. BCI had made
a commitment to inject $20 million of foreign



capital into LITCO and to maintain LITCO
among the more strongly capitalized institutions
in the United States. As for BCl itsclf, the Board
made its evaluation on the basis of its policy
statement on supervision of foreign bank holding
companies that takes a number of factors into
account in judging the financial and managcrial
resources of a foreign banking organization. In
addition to its financial condition, these factors
included the record and iategrity of management,
the bank’s standing and role in its home country,
and the opinion of the home country regulators.
Having considered these factors, the Board con-
cluded that the financial and managerial re-
sources of BCI were satisfactory.

During the Board’s consideration of this case,
several issues emerged that stemmed from the
fact that BCI is indirectly owned by the govern-
ment of Italy. The four largest banks in Italy are
nationalized institutions. All conduct banking
operations in several states in the United States,
The Italian government also operates a number
of nationalized industrics and commercial enter-
prises, many of which have subsidiaries in the
United States.

The specific question that arose in these cir-
cumstances was how forcign governments or
governmental entitics should be trcated under
the Bank Holding Company Act. Should they be
subject to the same provisions as a private com-
pany, or is a different treatment warranted?

The principle of national treatment is the basic
government policy toward foreign banks and is
embodied in the International Banking Act of
1978. The essence of that principle is that foreign
banking organizations and their owners be treat-
ed the same as their domestic counterparts. The
Bank Holding Company Act, which governs the
activities of domestic banking organizations, has
among its purposes the prevention of conflicts of
interest and undue concentration of resources.
These objectives are intended to help ensure that
banks in the United States serve as cffective and
impartial credit intermediarics. To this end, the
act provides that a private company cannot own
a U.S. bank and also own companies in the
United States that engage in industrial and com-
mercial activities. Also, a privatc company can-
not, as a general rule, own and operate banks in
more than one statec. These rules apply to all
private companies, domestic or forcign, although
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for foreign private companics cxceptions are
allowed for indirect interests in the U.S. opera-
tions of foreign commercial and industrial com-
panics. Application of these rules would mean
that a foreign government could not indirectly
own banks in more than one state. Similarly, a
foreign government that indirectly owned a bank
in the United States would have to contform its
nonbanking activitics in the United States to
those permissible to a privately owned foreign
banking organization. Failure to apply these
rules to foreign government-owned banks, it can
be argued, would give those organizations ad-
vantages over their privately owned counterparts
and thus would be inconsistent with the principle
of national trecatment.

Distinctions can be drawn between private and
government ownership, and these distinctions
may form a basis for differences in treatment.
The Bank Holding Company Act presumes that
all banks and nonbank companies under common
ownership and control are operated as an inte-
grated whole. That presumption stems from the
act’s objectives of avoiding conflicts of intcrest
and undue concentration of rcesources when
banking and nonbanking activitics are combined
under common control and management. This
presumption also reflects experience, especially
in the United States, that private companics do
operate in this way.

Foreign countries that have nationalized banks
and other enterprises have done so for a varicty
of historical and policy reasons. Some forcign
governments do operate, and in fact have good
policy reasons for so operating, the nationalized
banks and nationalized busincsses as separatc
entitics. However, conditions vary from country
to country and may change over time within a
country with changes in political philosophy or in
other circumstances. This diversity highlights
the difficulty of establishing a policy suitable to
all situations that avoids making arbitrary dis-
tinctions among countries,

The act provides little guidance on these ques-
tions. It expressly exempts from its application
organizations owned by the federal government
or state governments. However, it is silent on the
status of foreign governments.

The question of applying the act to foreign
governments is not concerned with the activities
they conduct within their own territories or out-
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side the United States. It is solely concerned
with those activitics that extend into the United
States. Applying the act to forcign governments
even in that more limited sense has broad impli-
cations that extend beyond the purely regulatory
issucs. For e¢xample, strict application of the
limitation on nonbanking activitics ¢ould pre-
clude banks owned by foreign governments from
engaging in banking activities in the United
States. This could raise important questions in
the fields of U.S. foreign relations and U.S.
foreign investment and economic policy.

Bcfore the BCI case, the Board had approved
a number of applications to form bank holding
companies by foreign banks that were govern-
ment owned and when the foreign government
indirectly had commercial and industrial activi-
ties in the United States. In those cases, the
Board did not apply the act to the applicant’s
government owners. After careful consideration,
and pending furthcr examination of the issues
outlined here, the Board decided to continue the
previous practice in the BCI case.

In approving the application, the Board recog-
nized that the act is concerned not only with
problems of actual conflicts of interest or con-
centration of resources but also with the poten-
tial for those problems. For this reason, the
Board in its order highlighted its belief that the
issues associated with foreign government own-
ership should be brought to the attention of the
public for further discussion and debate. Be-
cause of the complexity and far-reaching implica-
tions of these issues, some of which I have tried
to convey, the Board stated in its order that they
should be resolved in a congressional framework
in which all the relevant considerations could be
examined and weighed.

In recognition of the potential conflicts in the
BCI case, the Board decided that the banking
and nonbanking organizations owned by the Ital-
ian government were affiliates of LITCO. As a
consequence, the limitations on the amount and
the collateral requirements of section 23A of the
Federal Reserve Act would apply to extensions
of credit by LITCO to these affiliates. The Board
believed that the application of section 23A to

this situation would help limit the potential for
practices conflicting with the purposes of the
Bank Holding Company Act.

CONCLUSION

To sum up, foreign interest in establishing and
expanding banking operations in the United
States continues unabated. Most of those opera-
tions will continue to be conducted through
branches and agencies, but a reasonable expecta-
tion is that foreigners will also seck to acquire or
establish subsidiary banks. The involvement of
foreign banks in our banking system and foreign
investment in U.S. banks have benefited the
United States, and I believe that they will contin-
ue to do so.

In this statement I have tried to identify the
problems associated with foreign investments in
U.S. banks and to place these problems in per-
spective. On the whole, the performance of
foreign-owned banks has been satisfactory, and
supervisory problems have not been serious. As
foreign involvement in the banking system in-
creases, new problems and new issucs will surely
emerge, This calls for continuous monitoring of
developments and the adaptation of supervisory
requirements to them.

In discussing the BCI case, I devoted a large
amount of time to the issue of the treatment of
foreign governments and of entitics owned by
foreign governments under the Bank Holding
Company Act. This issue is extremely complex,
and the questions that arise in evaluating the
issue are very difficult. The Board has not
reached any firm conclusions on these issues and
is not prepared to make legislative recommenda-
tions at this time. For this reason, the Board
welcomes these hearings as contributing to the
public discussion of these issues that it believes
desirable. We hope that the discussion will evoke
thoughtful and constructive consideration by the
Congress, other government agencies, foreign
banking authorities, and the banking community
both here and abroad. 0
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REGULATION D: AMENDMENTS

The Federal Reserve Board has announced final
approval of a change—from lagged to contempo-
raneous rescrve requirements (CRR)—in the
way depository institutions maintain reserves.

The change, which will be made as amend-
ments to Regulation D (Reserve Requirements of
Depository Institutions), arc cffective February
2, 1984. At that time, medium-sized and larger
depository institutions will begin posting re-
serves on transaction accounts with a two-day
rather than the current two-week accounting
delay. |Transaction accounts include checking,
negotiable order of withdrawal (NOW), automat-
ic transfer, and share draft accounts.] Reserve
requirements on nontransaction liabilities will be
met on a lagged basis.

The Board acted after consideration of com-
ment reccived on proposals published in Novem-
ber 1981, and after extensive staff study during
the past several ycars, The Board decided in
principle on June 28, 1982, to adopt contempora-
neous reserve requirements on transaction de-
posits, but left open for later decision the ques-
tions of an effective date and whether reserve
periods for different sets of institutions should be
placed on a staggered basis, with half the institu-
tions settling every other week. The Board has
decided against staggering scttlement periods.

Contemporancous reserve requirements are
expected to improve the implementation of mon-
etary policy to a degree by strengthening the
linkage between reserves held by depository
institutions and the money supply. The Board
noted that sizable slippages will remain between
reserves and money, because short-run flows are
inherently volatile.

Under the present lagged reserve system, de-
pository institutions must post their required
reserves in any given week based on their depos-
it levels two weeks earlier.

The effective date was placed 16 months ahead
to give both Reserve Banks and the depository

institutions that will maintain reserves on the
new basis cnough time to make the adjustments
required in their administrative and data process-
ing procedures.

As adopted by the Board, the principal fea-
tures of CRR, set forth below, are for the most
part those proposed in November 1981:

1. Contemporaneous rescrve requirements
will apply only to institutions reporting their
deposits on a weekly basis, (Certain institutions
with $15 million or less in total deposits report
deposits and calculate required reserves quarter-
ly, and certain others, with reservable liabilities
under $2 million, will be exempt from reserve
requirements on enactment of legislation now
awaiting the President’s signature [H.R. 6267}).

2. Reserves will be maintained over two-week
periods that will continue to end on a Wednes-
day.

3. All institutions subject to CRR will settle
their reserve accounts on the same day.

4. Required reserves will be computed on the
basis of average deposits over a two-week com-
putation period ending on Monday. Reserves
required to be posted against transaction ac-
counts will be maintained in the two-week period
ending on Wednesday, two days after the end of
the computation period. The two-day interval
provides time for calculation of required re-
serves.

5. Required reserves for other liabilities
against which reserves must be held—such as
certain kinds of time deposits—will also be com-
puted on the basis of average deposits over a
two-week period ending on Monday, but the
reserves required will be posted in the 2-week
maintenance period beginning 17 days later, on a
Thursday.

6. Vault cash eligible to be counted as re-
serves will be equal to vault cash holdings during
the computation period ending 17 days before the
beginning of the maintenance period.

7. To assist depository institutions in imple-
menting CRR the Board adopted transition peri-
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ods for the carryover of reserve balance deficien-
cies or surpluses. During the first six months
following the start of CRR, reserve surpluses or
deficiencies that may be carried over into the
next reserve period will equal the greater of 3
percent of the daily average level of required
reserves (including required clearing balances),
or $25,000. During the next six months, the
permissible carryover will equal the greater of
2V5 percent of daily average required reserves, or
$25,000. Thereafter, the carryover is the greater
of 2 percent of daily average required reserves,
or $25,000.

The Board approved two other amendments to
Regulation D as follows:

1. The dates on which nonmember depository
institutions phasing in to the reserve require-
ments of the Monetary Control Act over an
eight-year period will be moved back one week,
so as to avoid falling in the middle of a reserve
maintenance period under the CRR schedule.

2. Depository institutions with less than $15
million in deposits and that are not subject to
CRR will continue to have a one-week mainte-
nance period, with settlement day on Wednes-
day. Their computation week each quarter will
be shifted back two days from Wednesday to
Monday to align with the computation period of
institutions subject to CRR.

REGULATION E: AMENDMENTS

The Federal Reserve Board has announced
adoption of amendments 1o its Regulation E
(Electronic Fund Transfer), effective October 12,
1982. The Board acted after consideration of
comment received on proposals published in
March.

The amendments, which arc intended to re-
duce regulatory burdens without giving up signif-
icant consumer protection, call for the following;:

I. An exemption from the regulation, for fi-
nancial institutions whose assets do not exceed
$25 million, of preauthorized transfers by gov-
ernment agencies and private corporations.

2. An exemption from the need to disclose, on
terminal receipts, the type of account involved in
an automated teller machine transaction, when
only a single account can be accessed.

3. An exemption from the requirement to pro-

vide a periodic statement for each account when
a transfer is made between accounts of the same
consumer in the same institution.

4. Modifications to the requirements for docu-
mentation and error resolution procedures for
transfers initiated outside the United States.

REVISED CAPITAL ADEQUACY CRITERIA

The Federal Reserve Board has reaffirmed, with
onc substantial change, its criteria adopted in
May (see BULLETIN, Junc 1982, pages 361-62)
for determining whether debt securities with a
mandatory requirement for future conversion to
equity can qualify as part of the primary capital
of state member banks and bank holding compa-
nies.

The Board began applying the criteria immedi-
ately after adoption, but invited comment from
the public. The amendment of thc criteria was
adopted after consideration of comment re-
ceived. It applies only to securities issued after
September 27, 1982. The Comptroller of the
Currency is announcing similar amendment of
these criteria, for national banks.

The amendment limits the issue of equity
commitment notes to 10 percent of primary capi-
tal, exclusive of mandatory convertible issues.
The Board left unchanged the requirement that
equity notes and equity commitment notes to-
gether may not make up more than 20 percent of
such primary capital of a banking organization.
Certain technical revisions were also made.

Equity commitment notes and equity notes are
the two forms in which mandatory convertible
debt has been issued recently by banking organi-
zations.

The Board placed a cap on equity commitment
notes to encourage banking institutions to rely
more on equity notes in issuing mandatory con-
vertible securities. The Board’s view is that there
is greater assurance that equity notes will be
transformed into equity by the time of maturity
than is the case with equity commitment notes.

Equity commitment notes are issued with an
undertaking by the issuer to sell sufficient equity
during the life of the notes—up to 12 years—to
build up a fund to liquidate the notes at maturity.
Their transformation into stock may thus depend
on circumstances over a considerable period.



In contrast, the contract attached to issues of
equity notes obligates the holder of the notes to
buy common or perpetual preferred stock of the
issuer at a specified price at or before maturity of
the notes, thus making conversion of the debt to
equity almost certain,

In view of its desire to encourage the growth of
equity in the primary capital of banking organi-
zations, the Board therefore views equity notes
as a more desirable form of primary capital.

The Board’s revised criteria are as follows:

Provisions Applicable to Both Types of
Mandatory Convertible Securities

I. The securitics must mature in 12 years or less.

2. The aggregate amount of mandatory convertible
securities that will be included for regulatory purposes
for evaluating capital adequacy cannot exceed 20
percent of primary capital other than mandatory con-
vertible securities. !

3. The issuer may redeem securities prior to maturi-
ty only with the proceeds of the sale of common or
perpetual preferred stock of the bank or bank holding
company or with the approval of its primary supervi-
Sor.

4. The holder of the security cannot accelerate the
payment of principal except in the event of bankrupt-
¢y, insolvency, or recorganization.

5. The security must be subordinate in right of
payment to all senior indebtedness of the issuer. In the
event that the proceeds of the security are reloaned to
an affiliate, the loan must be subordinated to the same
degree as the original issue.

Provisions Applicable Only to Securities with
Mandatory Stock Purchase Contracts

. The stock purchase contract can be separated
from a security and held separately only if the holder
of the contract provides sufficient collateral to the
issuer, or to an independent trustee for the benefit of
the issuer, to assurc performance under the contract.?

1. In addition, for regulatory analysis of capital adequacy
the aggregate amount of sccurities payable from the sale of
common or perpetual preferred stock cannot exceed [0
percent of primary capital other than mandatory convertible
securities. See last paragraph of these criteria.

2. Collateral is defined as cash or certificates of deposit;
U.S. government securities that will mature prior to or
simultaneously with the maturity of the equity contract and
that have a par or maturity value at least cqual to the amount
of the holder’s obligation under the stock purchase contract;
standby letters of credit issued by a U.S. bank that is not an
affiliate of the issuer; or other collateral as may be designated
from time to time by the regulators.
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2. The stock purchase contract must require the
purchase of ecither common or perpetual preferred
stock.

Provisions Applicable Only to Securities
Payuble from the Sale of Common or
Perpetual Preferred Stock

. The securities indenture must contain the follow-
ing two provisions:

| @ The issuer will establish an identifiable and segre-
gated fund solely from the sale of common or perpetu-
al preferred stock, the proceeds of which will be the
sole source of repayment for the securities.
V. ® By the time that one-third of the life of the
securities has run, the issuer must have paid into the
fund an amount equal to one-third of the original
principal of the sccurities. By the time that two-thirds
of the life of the securities has run, the issuer must
have paid into the fund an amount equal to two-thirds
of the original principal of the securities. At least 60
days prior to the maturity of the securities, the issuer
must have paid into the fund an amount equal to the
entire original principal of the securities. Payments
into the fund must come only from the sale of common
or perpetual preferred stock.?

2. I the issuer fails to meet any of these periodic
funding requirements, its supervisor immediately will
cease to treat the unfunded securities as primary
capital.

3. If a security is issued by a subsidiary of a bank or
bank holding company, any guarantee of the principal
by that subsidiary’s parent bank or bank holding
company must be subordinate to the same degree as
the security issucd by the subsidiary and limited to
repayment of the principal amount of the security at its
final maturity.

4. For regulatory analysis of capital adequacy, the
aggregate amount of securities payable from the sale of
common or perpetual preferred stock cannot exceed
10 percent of primary capital other than mandatory
convertible securitics.

REGULATION Z: REVISED COMMENTARY

The Federal Reserve Board has made public a
revision of its official staff commentary on Regu-
lation Z (Truth in Lending).

The revision of the staff commentary, which
applics to and interprets the requirements of
Regulation Z, was effective September 17, 1982,
However, creditors have the option of continu-
ing to rely on the existing Regulation Z commen-

3. The funded portions of the securities will be deducted
from primary capital to avoid double counting.



628 Federal Reserve Bulletin O October 1982

tary until April 1, 1983, when reliance on the
revised commentary becomes mandatory. The
new commentary is based on Regulation Z as
revised April 1, 1981, under the Truth in Lending
Simplification Act of 1980.

The commentary was revised after consider-
ation of comment received on proposals in May
of this year. This is the first of expected periodic
revisions of the commentary to update it as
significant new questions arise about the applica-
tion of the regulation to specific transactions.
The commentary is intended to substitute for
individual Board and staft interpretations. Reli-
ance upon it is a defensc against suit.

Changes in the commentary are generally in
the direction of providing more flexibility, while
preserving basic consumer protection. Changes
generally have been made only when necessary
to respond to significant questions that have
arisen since the commentary was first issued, or
to clarify language.

Issues dealt with in the revised commentary
include the following:

1. The use of the creditor’s commercial lend-
ing rate as the base rate in variable-rate open-end
credit plans.

2. Application of the finance charge rules to
the offering of cash discounts in the sale of motor
vehicle fuel.

3. Prepayment disclosures in transactions in-
volving prepaid finance charges.

4. Disclosures for several types of mortgage
financing plans, including growth equity mort-
gages and graduated-payment adjustable-rate
mortgages.

REGULATION L: AMENDMENT

The Federal Reserve Board on September 29,
1982, announced adoption of an amendment to
its Regulation L (Management Official Inter-
locks) that implements the Depository Institu-
tions Management Interlocks Act, to reflect
changes in the act recently adopted by the Con-
gress.

The Interlocks Act prohibits certain interlock-
ing relationships among officials of financial insti-
tutions, including depository holding companies
and their affiliates.

The amendment permits—under a grandfather

clause of the act—a management official to con-
tinue in an interlocking relationship for the entire
10-year grandfathered period provided by the
act, despite certain changes in circumstances,
such as a merger of an institution involved in an
interlock. The amendmeni also permits a man-
agement official serving both a depository and a
nondepository institution to continue in both
positions although the nondepository institution
becomes a savings and loan holding company.

DATA ON PAST-DUE LLOANS

The three federal bank regulatory agencies—the
Federal Deposit Insurance Corporation, the Fed-
eral Reserve Board, and the Office of the Comp-
troller of the Currency—announced on Septem-
ber 15, 1982, that all FDIC-insured commercial
banks will begin reporting data on past-due and
other nonperforming loans at the end of the year.
For national banks, the new report will replace a
past-due loan schedule that has been submitted
to the Comptroller’s Office for some years.

The Office of Management and Budget has
granted the agencies approval to collect data in
the form of a new supervisory supplement to the
reports of condition and income (call reports)
filed by all federally insured banks with federal
regulators. The new information will be collected
quarterly beginning with the December 31, 1982,
reports and will be made available to the public
beginning with the June 30, 1983, reports.

The agencies originally had hoped to institute
the new supplement beginning September 30,
1982. However, the delay until December is
needed to give reporting banks more time to
prepare for the new requirements. The delay
until the mid-1983 reports in making the informa-
tion available to the public will permit time to
resolve problems that may arise in the reporting
and processing of the data.

The agencies said reports such as the new
supplement are critically important to their ef-
forts to upgrade their off-site computerized moni-
toring systems and thus reduce the burden
placed on banks in on-site examinations, Im-
provements in such systems, the regulators said,
not only will help improve their surveillance of
banks but will also lower their costs and reduce
the overall burden on banks.



In addition to providing better current data to
bank regulators, the information should be of
benefit to the depositing public and to other bank
creditors and to bank investors. The agencics
noted that public disclosure of this type is in line
with an increased emphasis on marketplace dis-
cipline and bank deregulation. They also noted
that, under the securities laws, registered bank
holding companies already disclose similar types
of information.

In commenting on this and other changes in
the call report mandated by the Federal Financial
[nstitutions Examination Council, a number of
banks and banking organizations said they recog-
nized the regulators’ need for additional informa-
tion but they objected to the structure of some of
the revisions. In response, the agencies indicated
that they are preparcd to meet with representa-
tives of the banking industry to explore structur-
al alternatives.

MEETING OF CONSUMER ADVISORY
COUNCIL

The Federal Reserve Board has announced that
its Consumer Advisory Council met on October
27 and 28, 1982.

The Council, with 30 members who represent
a broad range of consumer and creditor interests,
advises the Board on its responsibilities regard-
ing consumer credit protection legislation and
regulation at quarterly meetings.

TRUTH IN LENDING EXEMPTIONS

The Federal Reserve Board has granted exemp-
tions, effective October [, 1982, from certain
parts of the federal Truth in Lending Act to the
states of Massachusetts, Oklahoma, and Wyo-
ming.

Exemptions from certain requirements of the
Truth in Lending Act were granted on the
grounds that consumer credit protection laws
and enforcement in thesc states met the stan-
dards of the act for exemptions. All three states
sought and received exemption from chapter 2 of
the act, which pertains to credit transactions.
Massachusetts and Oklahoma requested and re-
ceived additional excmptions from chapters 4
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and 5, dealing respectively with credit billing and
consumer leases.

NEW PUBLICATION

The Annual Statistical Digest, 1981, is now
available, This one-year Digest is designed as a
compact source of economic—and especially fi-
nancial—data. The object is to lighten the burden
of assembling time series by providing a single
source of historical continuations of the statistics
carried regularly in the FEDERAL RESERVE BUIL.-
LETIN, The Digest also offers a continuation of
serics that formerly appearcd regularly in the
BULLETIN, as well as certain special, irregular
tables that the BULLETIN also once carried. The
domestic nonfinancial series included are those
for which the Board of Governors is the primary
source.

This issue of the Digest covers only 1981
unless data were revised for carlier years. It
serves to maintain the historical series first pub-
lished in Banking and Monetary Statistics, 194/
70, and the Digest, 1970-1979 and 1980. A Con-
cordance of Statistics will be included with all
orders. It serves as a guide to tables that cover
the same material in the current and the most
rccent annual Digest, the ten-year Digest for
1970~79, and the BULLETIN.

Copies of the Digest are available from Publi-
cations Services, Board of Governors of the
Federal Reserve System, Washington, D.C.
20551. The price is $6.50 per copy.

REVISED OTC STOCK LIST

The Federal Rcserve Board has published a
supplement to its list of over-the-counter (OTC)
stocks that arc subject to its margin regulations,
effective October 18, 1982. The supplement
should be used in conjunction with the list of
OTC margin stocks that was cffective July 26,
1982,

Changes that have been made in the list, which
now includes 1,577 OTC stocks, are as follows:
73 stocks have been included for the first time; 10
stocks previously on the list have been removed
for substantially failing to meet the requirements
for continued listing; and 21 stocks have been
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removed for reasons such as the companies
being listed on a national securities exchange or
being acquired by another firm. The supplement
is available on request from Publications Serv-
ices, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551,

PROPOSED ACTIONS

The Federal Reserve Board has proposed for
public comment an amendment to Regulation T
(Credit by Brokers and Dealers) that would spec-
ity the characteristics of private mortgage-
backed securities that may be used as collateral
for margin credit at securities brokers. Comment
should be received by October 29, 1982.

The Federal Reserve has also proposed
changes in Regulation L. (Management Official
Interlocks) that would accomplish the following:

1. Simplify procedures for obtaining excep-
tions to the act and extensions of time to permit
compliance with the act.

2. Ease the burden of the act on depository
institution holding companies by redefining cer-
tain terms.

3. Entirely exclude from the prohibitions of
the act management officials whose functions
relate exclusively to retail merchandising and
manufacturing.

4. Broaden the circumstances under which the
exception to the prohibitions of the act is avail-
able on grounds of disruptive management loss.

5. Clarify the circumstances that require ter-
mination of nongrandfathered management offi-
cial interlocks.

The Board will receive comment on the pro-
posed changes in Regulation L for at least 30
days after their publication in the Federal Regis-
ter.

The Federal Reserve Board has also deter-

mined that time deposits linked to a line of credit
on which checks or similar third-party transfers
can be drawn are subject to the reserve require-
ments of transaction accounts.

The Board made the rule—a temporary
amendment to Regulation D (Reserve Require-
ments of Depository Institutions)—effective Oc-
tober 7, 1982, but requested comment by Decem-
ber 3, 1982, on its technical aspects pending
adoption on a permanent basis.

PETITION REGARDING SWEEP
ARRANGEMENTS

The Federal Reserve Board has announced that
it is scheduling an informal hearing before the
Board’s staff to gather information and give
interested parties an opportunity to express their
views in connection with a petition to the Board
by the Securities Industry Association to prohib-
it the operation of sweep accounts by member
banks. The hearing is scheduled for November 3
and 4, 1982, at the Board’s offices in Washing-
ton, D.C. Comment may also be submitted in
writing.

SYSTEM MEMBERSHIP:
ADMISSION OF STATE BANKS

The following banks were admitted to member-
ship in the Federal Reserve System during the
period September 11 through October 10, 1982:

Delaware
Wilmington ... ... Chemical Bank (Delaware)
Texas
Arlington............. Commonwealth Bank
of Arlington
Canton................. Traders State Bank



Meeting Held on August 24, 1982
1. Domestic Policy Directive

The information reviewed at this
meeting suggested that real GNP
would advance only a little further in
the current quarter, following an in-
crease at an annual rate of about 1%
percent in the sccond quarter. Aver-
age prices, as measured by the fixed-
weight price index for gross domes-
tic business product, were contin-
uing to risc more slowly than in
1981.

The nominal value of retail sales
rose 1 percent in July, according to
the advance report, recovering only
part of the 3V percent decline re-
corded in June. Sales of new domes-
tic automobiles, which had dropped
to an annual rate of 4.8 million units
in June, rose a little in July and early
August.

The index of industrial production
was about unchanged in July, fol-
lowing a cumulative decline of more
than 10 percent from the prereces-
sion level in July 1981, Production of
business equipment continued to
drop at its recent pace of 2 to 3
percent per month, while output of
defense and space cquipment contin-
ued to expand. Output of consumer
goods picked up, reflecting mainly
an increase in automobile assem-
blies, but automobile output in July
was at a rate substantially above the
sales pace of Junc and July, and
production schedules for August
were cut back.

Nonfarm payroll employment, af-
ter declining sharply in June, was
essentially unchanged in July, as
continued job losscs in manufac-
turing werc about offset by gains in
trade and service industries. The un-
employment rate rosc 0.3 percentage

631

Record of Policy Actions of the
Federal Open Market Committee

point to 9.8 percent, as the civilian
labor force expanded and total civil-
ian employment was unchanged.

Private housing starts rose 34 per-
cent in July, more than reversing the
decline in June; but at an annual rate
of 1.2 million units, starts remained
low by historical standards. All of
the July increase was in multifamily
units; starts of such units more than
doubled, in part because of an up-
surge in those qualifying for rental
subsidies under a federal govern-
ment program terminating on Sep-
tember 30. That impending termina-
tion also apparently contributed to a
substantial risc in July in newly is-
sued permits for multifamily units;
permits for single-family dwellings
declined slightly and were at about
the same pace as in the second quar-
ter as a wholc. Combined sales of
new and existing homes in June con-
tinued about 25 percent below those
of a year earlier.

The producer price index for fin-
ished goods and the consumer price
index both rose 0.6 percent in July,
following increases of 1.0 percent in
June. At the producer level, prices
of energy-related items increased
sharply in both months and in July
accounted for nearly all of the rise in
the index; prices of food and food
materials fell substantially in July.
At the consumer level, food prices
edged down in July, while increases
in energy prices and homeownership
costs moderated from the rapid rates
recorded in June. Over the first sev-
en months of the year, the producer
price index for finished goods and
the consumer price index rose at
annual rates of about 3 percent and
5. percent respectively, compared
with increases of about 7 percent
and 9 percent in 1981. The advance
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in the index of average hourly earn-
ings also was considerably less rapid
through July than during 1981.

In foreign exchange markets the
trade-weighted value of the dollar
against major currencies, while fluc-
tuating over a wide range, had
changed little on balance since late
June despite a sharp decline in U.S.
interest rates relative to foreign
rates. The strength of the dollar in
the face of narrowing interest ratc
differentials apparently reflected
concerns of market participants
about economic and financial diffi-
culties abroad. The U.S. foreign
trade deficit in the sccond quarter
was somewhat below the first-quar-
ter deficit, reflecting primarily a sub-
stantial drop in petroleum imports;
the total of other imports rose some-
what and exports were about un-
changed.

At its meeting on June 30-July 1,
the Committee had agreed to seek
behavior of reserve aggregates asso-
ciated with growth of M1 and M2
from June to September at annual
rates of about 5 percent and about 9
percent respectively. 1t had also de-
cided that somewhat more rapid
growth would be acceptable depend-
ing on evidence that cconomic and
financial uncertainties were leading
to exceptional liquidity demands.
Moreover, the Committee had noted
that seasonal uncertaintics, together
with increased social security pay-
ments and the initial impact of the
tax cut on cash balances, might lead
to a temporary bulge in the monetary
aggregates, particularly M1. The in-
termeeting range for the federal
funds rate, which provides a mecha-
nism for initiating further consulta-
tion of the Committee, was set at 10
to 15 percent.

MI in fact declined slightly in
July, following declines in May and
June, as demand deposits continued
to contract and growth in currency
slowed further. Growth of M2, after
moderating in June from a rapid pace
in previous months, accelerated
again in July. Small-denomination
time deposits increased sharply dur-

ing the month, and shares in money
market mutual funds continued to
expand at a relatively strong pace; in
contrast, savings deposits at all de-
pository institutions declined sub-
stantially after growing moderately
during earlier months of the year.

Total credit outstanding at U.S.
commercial banks grew at an annual
rate of about 6'2 percent in July, well
below the pace in the first half of the
year, Growth in business loans
slowed in July, but generally strong
business demands for short-term
credit were reflected in an increase
in loans booked at foreign branches
of U.S. banks and in a sharp accel-
eration in issuance of commercial
paper by nonfinancial businesses. Is-
suance of publicly offered bonds
rose in July.

Nonborrowed reserves expanded
relatively rapidly in July. However,
with the demand for reserves weak,
in part reflecting the sluggishness of
M1, adjustment borrowing by depos-
itory institutions (including seasonal
borrowing) declined from an average
of about $1.1 billion in June to about
$330 million in the two statement
weeks ending August 18.

Market interest rates had declined
sharply over the period since the
last Committee meeting. Short-term
market rates fell 4 to 6 percentage
points. The federal funds rate, for
example, declined from around 14'%;
percent at the end of June to about
10 percent in the statement week
ending August 18 and to around 9
percent in the days immediately pre-
ceding this Committee meeting.
Bond yields declined about 1% to 2
percentage points. A substantial part
of the decline in long-term rates oc-
curred in an unusually strong rally in
debt markets around mid-August,
when record price increases also oc-
curred in the stock market, The
strength of the downward movement
in interest rates apparently reflected
a shift in market sentiment about the
outlook for interest rates against the
background of strains in financial
markets, relatively weak economic
indicators, and legislative action on
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the federal budget. Over the inter-
mecting interval, the prime rate
charged by commercial banks on
short-term business loans was low-
erced from 16%2 percent to 132 per-
cent. In conjunction with the decline
in short-term market rates, the Fed-
eral Reserve discount ratc was re-
duced in three steps from 12 percent
to 10% percent over the period. In
home mortgage markets, average
rates on new commitments for fixed-
rate conventional loans at savings
and loan associations declined about
Vo percentage point on balance.

The staff projections presented at
this meeting suggested that real GNP
would grow at a moderate pace over
the year ahcad but that the unem-
ployment ratc would remain near its
recent high level. Inflation, as mea-
sured by the fixed-weight price in-
dex for gross domestic business
product, was expected to pick up
somewhat over thc months ahead
from the substantially reduced pace
in the first half of 1982, but contin-
ued improvement in the underlying
trend was anticipated.

In the Committee’s discussion of

the cconomic situation and outlook,
several members commented that
the timing of an cconomic recovery
was subject to considerable uncer-
tainty, but no member expressed
disagrcement with the general char-
acter of the staft projection. As at
other recent meetings, some Com-
mittec members suggested that the
principal risks of a deviation from
the projection were on the down
side. Reference was made to the
growing expressions of concern in
the business community and to fi-
nancial strains being experienced by
many business firms, financial insti-
tutions, and others. In this situation,
spending might well remain weak in
key scctors of the cconomy. Busi-
ness capital spending was cited as
especially vulnerable to remaining
depressed, particularly in the event
of renewed upward pressurc on
long-term interest rates. On the oth-
er hand, it was observed, continued
success in the fight against inflation

would over time ease pressures in
long-term dcbt markets, improve
business confidence, and strengthen
business capital spending.

Some members commented that
to date the midycar reduction in fed-
eral income taxes and the concurrent
cost-of-living increase in social se-
curity payments appearcd to have
had little impact on consumer spend-
ing. The view was expressed, how-
ever, that the midycar tax actions
were likely to exert a positive influ-
ence on a delayed basis. It was also
noted that the recently reduced lev-
els of interest rates, if they were
sustained, would help to relicve fi-
nancial pressures  throughout the
economy and thereby contribute to
improvement in economic activity
over the months ahead.

At its meeting on Junc 30-July 1,
the Committec had begun a review
of the monetary growth objectives
for the period from the fourth quar-
ter of 1981 to the fourth quarter of
1982 that it had sct in carly Febru-
ary. Subsequently, at a mecting on
July 15, the Committec had reaf-
firmed those objectives, which in-
cluded ranges of 24 to 5% percent
for MI, 6 to 9 percent for M2, and
64 to 9%2 percent for M3. The asso-
ciated range for bank credit was 6 to
9 percent. At the same time the
Committee agreed that growth in the
monctary and credit  aggregates
around the top of the indicated
ranges would be acceptable in the
light of the relatively low base period
for the M1 target and other tactors,
and that it would tolerate for some
period of time growth somewhat
above the target range should unusu-
al precautionary demands for money
and liquidity be evident in the light
of current economic uncertainties.
The Committee also indicated that it
was tentatively planning to continue
the current ranges for 1983 but that it
would review that deciston carefully
in the light of developments over the
remainder of 1982.

At this meeting the Committee re-
viewed the short-run objectives that
it had established at the previous
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meeting calling for expansion at an-
nual rates of about 5 percent for M1
and about 9 percent for M2 over the
three months from June to Septem-
ber. Data available through mid-Au-
gust indicated that growth in M1 was
running below the Committee’s ob-
jective, while partial data suggested
that growth in M2 had moved above
the objective for the three-month
period. In relation to the Commit-
tee’s objectives for the year as a
whole, the latest staff estimates indi-
cated that the expansion of M1 was
within its longer-run range, while
that of M2 was somewhat above its
1982 range.

During the Committee’s discus-
sion, most of the members agreed
that the short-run growth objectives
adopted at the previous meeting re-
mained appropriate under current
economic and financial conditions
and should be retained. The view
was expressed that the substantial
recent decline in interest rates,
which in part reflected growing pub-
lic awareness of the progress that
had been made in curbing inflation,
provided welcome relief in easing
financial strains throughout the
economy. A number of members ex-
pressed concern, however, about
the volatility of interest rates and
some commented that further sharp
movements in either direction over
the near term might have damaging
consequences. Some members em-
phasized that a pronounced increase
from current levels would aggravate
financial strains and inhibit recovery
in interest-sensitive sectors of the
economy. Some members also sug-
gested that a large further decline
might foster a resurgence of infla-
tionary expectations and could
prove to be unsustainable and there-
fore unsettling to financial markets.
Several members expressed the
view that the Committce should re-
view its policy if reserve provision to
meet monetary growth objectives
was fostering a substantial change in
pressures on bank reserve positions
and in credit markets.

Reference was made to the rela-

tive strength in M2 over the course
of recent weeks that appeared to be
related in part to unusual demands
for liquid investments, such as mon-
ey market funds, at comparatively
attractive yields. The members
agreed that under prevailing circum-
stances, growth in M2 somewhat
above its short-run target would be
acceptable over the period immedi-
ately ahead.

At the conclusion of the discus-
sion the Committee agreed to reat-
firm the objectives for monetary
growth established at the June 30-
July 1 meeting for the June to Sep-
tember period. The Committee de-
cided that somewhat more rapid
growth in the monetary aggregates
would be acceptable depending upon
evidence that economic and finan-
cial uncertainties were fostering un-
usual liquidity demands for mone-
tary assets and were contributing to
substantial volatility in interest
rates. The intermeeting range for the
federal funds rate, which provides a
mechanism for initiating further con-
sultation of the Committee, was set
at 7 to 11 percent.

The following domestic policy di-
rective was issued to the Federal
Reserve Bank of New York:

The information reviewed at this meet-
ing suggests only a little further advance
in real GNP in the current quarter, fol-
lowing a relatively small increase in the
second quarter, while prices on the aver-
age are continuing to rise more slowly
than in 1981, In July the nominal value of
retail sales rose somewhat from a sharp-
ly reduced June level; housing starts
increased substantially, though from a
relatively low rate; and industrial pro-
duction and nonfarm payroll employ-
ment were essentially unchanged. The
unemployment rate rose (.3 percentage
point to 9.8 percent. Over the first seven
months of the year the advance in the
index of average hourly earnings was
considerably less rapid than during 1981,

The weighted average value of the
dollar against major foreign currencies,
while fluctuating over a wide range, has
changed littie on balance since late June
despite a sharp decline in U.S. interest
rates relative to foreign rates. Demand
for dollars appeared to reflect concern
about economic and financial difficultics
abroad. The U.S. foreign trade deficit in
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the second quarter was somewhat below
the first-quarter deficit, with petroleum
imports down substantially.

M1 declined slightly in June and July,
while growth of M2 moderated some-
what from its average pace earlier in the
year. Business demands for credit, espe-
cially short-term credit, remained gener-
ally strong. Market interest rates have
declined sharply since around midyear,
reflecting a shift in market sentiment
about the outlook for interest rates
against the background of strains in fi-
nancial markets, relatively weak eco-
nomic indicators, and legislative action
on the federal budget. The Federal Re-
serve discount rate was reduced in three
steps from 12 percent to 0% percent
during the period.

The Federal Open Market Committee
seeks to foster monetary and financial
conditions that will help to reduce infla-
tion, promote a resumption of growth in
output on a sustainable basis, and con-
tribute to a sustainable pattern of inter-
national transactions. At its meeting in
early February, the Committee had
agreed that its objectives would be fur-
thered by growth of M1, M2, and M3
from the fourth quarter of 1981 to the
fourth quarter of 1982 within ranges of
2'2 to SV2 percent, 6 to 9 percent, and 65
to 9% percent respectively. The associat-
ed range for bank credit was 6 to 9
percent. The Committee began a review
of these ranges at its meeting on June 30—
July 1, and at a meeting on July 185, it
reaffirmed the targets for the year set in
February. At the same time the Commit-
tee agreed that growth in the monetary
and credit aggregates around the top of
the indicated ranges would be acceptable
in the light of the relatively low base
period for the M1 target and other fac-
tors, and that it would tolerate for some
period of time growth somewhat above
the target range should unusual precau-
tionary demands for money and liquidity
be evident in the light of current econom-
ic uncertainties. The Committee also in-
dicated that it was tentatively planning to
continue the current ranges for 1983 but
that it would review that decision care-
fully in the light of developments over
the remainder of 1982.

In the short run, the Committee con-
tinues to seek behavior of reserve aggre-
gates consistent with growth of M1 and
M2 from June to September at annual
rates of about 5 percent and about 9
percent respectively. Somewhat more
rapid growth would be acceptable de-
pending on evidence that economic and
financial uncertainties are leading to ex-
ceptional liquidity demands and changes
in financial asset holdings. The Chair-
man may call for Committee consulta-
tion if it appears to the Manager for

Domestic Operations that pursuit of the
monetary objectives and related reserve
paths during the period before the next
meeting is likely to be associated with a
federal funds rate persistently outside a
range of 7 to 11 percent.

Votes for this action: Messrs.
Volcker, Solomon, Balles, Black,
Ford, Mrs. Horn, Messrs. Martin,
Partee, Rice, and Mrs. Teeters. Vote
against this action: Mr. Wallich. Ab-
sent and not voting: Mr. Gramley.

Mr. Wallich dissented from this
action because he favored an ap-
proach to operations carly in the
period that would lessen the chances
of short-term interest rates remain-
ing below the prevailing discount
ratc or falling further below it. He
was concerned that such interest
rate behavior would tend to accel-
erate monetary expansion and that
the necessary restraint of reserve
growth to curb such expansion might
lead to a sizable rebound in short-
term rates with adverse implications
for business and consumer confi-
dence.

2. Authorization for Foreign
Currency Operations

At this meeting Committee members
were apprised of the status of ongo-
ing discussions with the Government
of Mexico regarding short-term fi-
nancing arrangements to support
Mexico’s efforts to strengthen its
economic and financial position, At
its meeting on June 30-July I, the
Committee had agreed, in response
to a request by officials of the Bank
of Mexico, that it would stand ready
to provide to the Bank of Mexico up
to the full $700 million available un-
der the Federal Reserve System’s
existing swap arrangement with that
Bank. Subsequently, on August 4,
1982, the Bank of Mexico, which
had drawn on its swap linc on an
overnight basis on a few occasions in
recent months, drew $700 million for
a period of three months.

At the time of this meeting, negoti-
ations were under way among Mexi-
co, the U.S. Treasury, major central
banks, and other lenders to provide
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multilateral financial support to
Mexico. The purpose of the support
was to effect an orderly transition to
an economic stabilization program
that the Government of Mexico had
announced was being developed.
The Committee authorized Federal
Reserve participation in the pro-
posed multilateral financing package
through the temporary establish-
ment of a special swap arrangement
of $325 million with the Bank of
Mexico in addition to the regular
arrangement of $700 million. Ac-
cordingly, paragraph 2 of the Com-
mittee’s authorization for foreign
currency operations was amended,
effective August 28, 1982, for the
period through August 23, 1983, to
read as follows:

2. The Federal Open Market Commit-
tee directs the Federal Reserve Bank of
New York to maintain reciprocal curren-
cy arrangements (‘‘swap’’ arrangements)
for the System Open Market Account for
periods up to a maximum of 12 months
with the following foreign banks, which
are among those designated by the Board
of Governors of the Federal Reserve
System under Section 214.5 of Regula-
tion N, Relations with Foreign Banks
and Bankers, and with the approval of
the Committee to renew such arrange-
ments on maturity:

Amount of arrangcment
Foreign bank (millions of
dollars equivalent)

Austrian National Bank ...................

250
National Bank of Belgium ................. 1,000
Bank of Canada ........... e 2,000
National Bank of Denmark ................ 250
Bankof England ................ ... ... 3,000
Bank of France........................... 2,000
German Federal Bank..................... 6,000
Bank of Italy.............................3,000
Bank of Japan.................... ... ... 5,000
Bank of Mexico
Regular......... 700
Special ......... 325
Netherlands Bank . ..o 500
Bank of Norway.......................... 250

Bank of Sweden................. .. .. ... 300
Swiss National Bank................. ... 4,000
Bank for International Settlements
Dollars against Swiss francs .............
Dollars against authorized European
currencies other than Swiss francs .. ...

600
1,250

Any changes in the terms of existing
swap arrangements, and the proposed
terms of any new arrangements that may
be authorized, shall be referred for re-
view and approval to the Committee.

Votes for this action: Messrs.
Volcker, Solomon, Balles, Black,
Ford, Mrs. Horn, Messrs. Martin,
Partee, Rice, Mrs. Teeters, and Mr.
Wallich. Votes against this action:
None. Absent and not voting: Mr.
Gramley.

On August 30, 1982, the U.S.
Treasury and the Federal Reserve
announced that they were participat-
ing with central banks of other
Group of Ten countries, Spain, and
Switzerland, under the aegis of the
Bank for International Settlements,
in making available to the Bank of
Mexico short-term financing totaling
$1.85 billion. The Treasury would
provide $600 million though the Ex-
change Stabilization Fund, in con-
junction with the $325 million that
the Federal Reserve was making
available through its additional swap
arrangement. The multilateral fi-
nancing program provided that
drawings by Mexico would be made
in line with progress toward agree-
ment between the Mexican Govern-
ment and the International Monetary
Fund (IMF) on an economic adjust-
ment program that will permit Mexi-
co to qualify for drawings under the
IMF’s Extended Fund Facility.
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The Board of Governors has amended its Regulation
A, Extensions of Credit by Federal Reserve Banks
(12 CFR Part 201), for the purpose of adjusting dis-
count rates with a view to accommodating commerce
and business in accordance with other related rates
and the general credit situation of the country. The
action was taken to bring the discount rate into better
alignment with short-term market interest rates.

Effective on the dates specificd in the text of the
regulation, sections 201.51 and 201.52 of Regulation A
are amended as sct {orth below:

Part 201—Extensions of Credit by Federal
Reserve Banks

Section 201.51—Short Term Adjustment Credit
for Depository Institutions.

The rates for short term adjustment credit provided to
depository institutions under § 201.3(a) of Regulation
A are:

Federal Reserve Bank of— Rate Effective
Boston.........c.. ... o 10 Aug. 27, 1982,
New YOrk. ... 10 Aug. 27, 1982,
Philadelphia ............... ... ... ..., 10 Aug. 27, 1982,
Cleveland ............................. 10 Aug. 30, 1982,
Richmond . ............................ 10 Aug. 27, 1982,
Atlanta. ... oo 10 Aug. 27, 1982,
ChiCagO « oo 10 Aug. 27, 1982.
St LOUIS oo 10 Aug. 27, 1982.
Minneapolis .............. ... .. 0. 10 Aug. 27, 1982,
Kansas City ........ .. ..oy, 10 Aug. 27, 1982,
Dallas.............. A 1) Aug. 27, 1982.
San Francisco 10 Aug. 27, 1982,

Section 201.52—Extended Credit to Depository
Institutions.

(a) The rates for scasonal credit extended to deposi-
tory institutions under § 201.3(b)(1) of Regulation A
are:

Federal Reserve Bank of— Rate Effective
BOStOO ..o 10 Aug. 27, 1982.
New York...........o.o oot 10 Aug. 27, 1982.
Philadelphia .................. ... .. ..., 10 Aug. 27, 1982
Cleveland ................. ... 10 Aug. 30, 1982
Richmond ............... ... oo 10 Aug. 27, 1982,
Atlanta. ... ... ... o o 10 Aug. 27, 1982,
Chicago . ... i 10 Aug. 27, 1982.
St LOUWIS ..ot s 10 Aug. 27, 1982.
Minneapolis ........................... 10 Aug. 27, 1982.
Kansas City .. Lo 10 Aug. 27, 1982.
Dallas.......... o 10 Aug. 27, 1982.
San Francisco 10 Aug. 27, 1982.

(b) The rates for other extended credit provided to
depository institutions under sustained liquidity pres-
sures or where there are exceptional circumstances or
practices involving a particular institution under
§ 201.3(b)(2) of Regulation A are:

Federal Reserve Bank of— Rate Effective
Boston.............. o oo, 10 Aug. 27, 1982.
New York... ... iniiinn 10 Aug. 27, 1982,
Philadelphia ........................ ... 10 Aug. 27, 1982.
Cleveland ............................. 10 Aug. 30, 1982.
Richmond ............................. 10 Aug. 27, 1982.
Atlanta, ........ ... ... ... 10 Aug. 27, 1982,
Chicago ... e 10 Aug. 27, 1982,
StLOUIS . .o 10 Aug. 27, 1982,
Minneapolis ... 10 Aug. 27, 1982.
Kansas City ... (] Aug. 27, 1982,
Dallas. ... 10 Aug. 27, 1982,
San Francisco ............. ... 0. 10 Aug. 27, 1982.

Note. These rates apply for the first 60 duys of borrowing, A |
percent surcharge applies for borrowing during the next 90 days, and a
2 percent surcharge applies for borrowing thereafter,

AMENDMENTS 1O REGULATION ()

The Board of Governors has amended Regulation Q—
Interest on Deposits (12 CFR Part 217) to permit
member banks to issue all time deposits in book-entry
form as an alternative to issuing certificates of deposit
in definitive form. The Board also adopted technical
amendments to conform Regulation Q to actions taken
by the Depository Institutions Deregulation Com-
mittee.

Effective September 1, 1982, the Board amends
Regulation Q (12 CFR Part 217) as follows:
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Part 217—Interest on Deposits

1. Section 217.1 is amended by revising paragraph (b),
by removing paragraphs (¢) and (d) and reserving
them, by removing tfootnotes 2 and 3 and renumbering
the remaining footnotes accordingly, and by revising
paragraph (h) to read as follows:

Section 217.1—Definitions.

(b)(1) “Time deposit’”” means
(i) a deposit that the depositor does not have a
right to withdraw for a period of 14 days or more
after the date of deposit. *“Time deposit’ includes
funds:
(A) Payable on a specified date not less than 14
days after the date of deposit;
(B) Payable at the expiration of a specified time
not less than 14 days after the date of deposit;
(C) Payable upon written notice which actually
is required to be given by the depositor not less
than 14 days betore the date of repayment;' or
(D) Such as *‘Christmas club’ accounts and
“‘vacation club” accounts, that are deposited
under written contracts providing that no with-

drawal shall be made until a certain number of

periodic deposits have been made during a
period of not less than three months ecven
though some of the deposits may be made
within 14 days from the end of the period;
(ii) An ‘‘international banking facility time depos-
it;”” and
(iii) A deposit or account issued pursuant (o
12 CFR 217.7(1) or 1204.121, including those with
an original maturity or notice period of seven to 13
days.
(2) A time deposit may be represented by a transfer-
able or nontransferable, or a negotiable or nonnego-
tiable, certificate, instrument, passbook, statement
or otherwise. A time deposit evidenced by a certifi-
cate or instrument is payable only upon presentation
of the certificate or instrument. A time deposit
established in statement, book-entry, or other form
must be evidenced by a written agrecment and
deposits must be confirmed by issuance of a receipt
or advice.

(c) [Reserved].

'A deposit with respect to which the bank merely reserves the right
to require notice of not less than 14 days before any withdrawal is
made is not a “‘time deposit’” within the meaning of the above
definition.

(d) [Reserved].

(h) Obligations issued by the parent bank holding

company of a member bank,
(1) For the purposes of this part, the **deposits’ of a
member bank also include an obligation that is (i)
issued in a denomination of less than $100,000; (i)
required to be registered with the Securities and
Exchange Commission under the Securities Act of
1933; (iii) issued or guaranteed in whole or in part as
to principal or interest by the member bank’s parent
which is a bank holding company under the Bank
Holding Company Act of 1956, as amended
(12 U.S.C. 1841-1850), regardless of the use of the
proceeds; and (iv) issued with a stated maturity,
notice period or redemption period of less than 3V:
years.
(2)(i) Effective April 1, 1983, this paragraph is
amended by striking the term ‘3% years’” wherever
it appears and inserting in its place the term 2!,
years’’. (i) Effective April 1, 1984, this paragraph is
amended by striking the term “*2% years’’ wherever
it appears and inserting in its place ‘1% years™.
(iii) Effective April 1, 1985, this paragraph is amend-
ed by striking the term “*1' years” wherever it
appears and inserting in its place ‘6 months”. (iv)
Effective March 31, 1986, this paragraph is amended
by striking the term **6 months’’ wherever it appears
and inserting in its place “‘14 days’.
(3) The term ‘‘deposits’ does not include those
obligations of a bank holding company that are
subject to interest rate limitations imposed pursuant
to Pub. L. 89-597,

2. Section 217.3 is amended by revising paragraph (f)
to read as follows:

Section 217.3—Interest on time and savings
deposits.

k ok % & ok

(D) No interest after maturity or expiration of notice.
After the date of maturity of any time deposit, such
deposit is a demand deposit, and no interest may be
paid on such deposit for any period subsequent to such
date. After the expiration of the period of notice given
with respect to the repayment of any time deposit or
savings deposit, such deposit is a demand deposit and
no interest may be paid on such deposit for any period
subsequent to the expiration of such notice, except
that, if the owner of such deposit advises the bank in
writing that the deposit will not be withdrawn pursuant
to such notice or that the deposit will thereafter again



be subject to the contract or requirements applicable
to such deposit, the deposit will again constitute a time
deposit or savings deposit, as the case may be, after
the date upon which such advice is received by the
bank. On each certificate, passbook, or other docu-
ment representing a time deposit, the bank shall have
printed or stamped a conspicuous statement indicating
that no interest will be paid on the deposit after the
maturity date or, in the case of a time deposit that is
automatically rencwable, a conspicuous statement in-
dicating that the contract will be rencwed automatical-
ly upon maturity, and indicating the terms of such
renewal, Provided, however, that 2 member bank may
provide in any time deposit contract that if the deposit,
or any portion thereof, is withdrawn not more than
seven calendar days after a maturity date (one busi-
ness day for deposits authorized by section 217.7(1)),
interest will be paid thereon at the originally specified
contract rate. A member bank may specify in the time
deposit contract that interest will be paid at any other
lower rate. However, in no event may the rate speci-
fied be less than the current rate paid on savings
deposits by the member bank.

w0 ok ok ok ok

3. Section 217.4 is amended by revising the first
sentence in subparagraph (1)(iii) of paragraph (d), by
revising subparagraphs (5) and (6) of paragraph (d),
and by revising paragraph () to read as follows:

Section 217.4—Payment of time deposits before
maturity,

(d) #* ok %
(l) * * *
(iii) Except as provided in § 217.7 (j) and (1), the
following minimum carly withdrawal penalty shall
apply to time deposit contracts entered into, re-
newed, or extended on or after June 2, 1980:
k%

e

(5) Except for time deposits on which no maximum
interest rate limitation is prescribed, any amend-
ment of a time deposit contract that results in an
increase in the rate of interest paid or in a reduction
in the maturity of the deposit constitutes a payment
of the time deposit before maturity.

(6) For purposes of computing the penalty required
to be imposed under this paragraph, under a time
deposit agreement that provides that subsequent
deposits reset the maturity of the entire account,
cach deposit maintained in the account {or at least a
period equal to the original maturity of the deposit
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may be regarded as having matured individually and
been redeposited at intervals equal to such period.
Except as provided in § 217.7(1)(4), when a time
deposit is payable only after notice, for funds on
deposit for at least the notice period, the penalty for
carly withdrawal shall be imposed for at least the
notice period.

E I T S ]

() Loans upon security of time deposits. Except as
provided in § 217.7(1)(3), « member bank may make a
loan to the depositor upon the sccurity of his time
deposit provided that the rate of interest on such loan
shall be not less than | per cent per annum in excess of
the rate of interest on the time deposit.

4, Section 217.6 is amended by revising paragraph (i)
to read as follows:

Section 217.6—Advertising of interest on
deposits.

T R

(1) Any advertisement, announcement, or solicitation
relating to interest paid by a member bank on a time
deposit issued pursuant to § 217.7(0) or 217.7() shall
include a clear and conspicuous notice that federal
regulations prohibit the compounding of interest dur-
ing the term of the deposit.

5. Section 217.7 is amended by revising paragraphs (a),
(b), (d), (e), (1), (g), and (h), and by adding ncw
paragraphs (j), (k), and (I).

Section 217.7—Maximum rates of interest
payable by member banks on time and savings
deposits.

Pursuant to the provisions of section 19 of the Federal
Reserve Act and § 217.3 of this part, the Board of
Governors of the Federal Reserve System hereby
prescribes the following maximum rates' of interest
per annum payable by member banks of the Federal
Reserve System on time and savings deposits:

(a) Time deposits of $100,000 or more and IBF time
deposits. Except for a time deposit issued subject to all
the conditions of paragraph (1) or 12 CFR (204,121,
there is no maximum rate of intercst presently pre-
scribed on any time deposit of $100,000 or more with a
maturity of 14 days or more or on IBI time deposits
issued under § 217.1(1).



640 Federal Reserve Bulletin (0 October 1982

(b) Fixed-ceiling time deposits. Except as provided in
paragraphs (a), (d), (¢), (), (&), (i), (), (k), and (1), of
this section, no member bank shall pay interest on any
time deposit at a rate in excess of the applicable rate
under the following schedule:

RV Maximum
Maturity percent
14 days or more but less than 90 days SV4
90 days or more but less than 1 year SV

1 year or more but less than 2% years [

2V years or more but less than 4 years 6lA
4 years or more but less than 6 years TVa
6 years or more but less than 8 years TV
8 years or more TV

(d) Governmental unit time deposits. Except as pro-
vided in paragraphs (a), (), (g), (), (k), and (1) of this
section, and notwithstanding paragraph (b), no mem-
ber bank shall pay interest on any time deposit which
consists of funds deposited to the credit of, or in which
the entire beneficial interest is held by, the United
States, any State of the United States, or any county,
municipality or political subdivision thereof, the Dis-
trict of Columbia, the Commonwealth of Puerto Rico,
the Virgin Islands, American Samoa, Guam, or politi-
cal subdivision thereof, at a rate in excess of 8 per
cent.?

(e) Individual Retirement Account and Keogh (H.R.
10) plan deposits. Notwithstanding paragraphs (b) and
(g) of this section, a member bank may pay interest at
any rate as agreed to by the depositor on any time
deposit with a maturity of one and one-half years or
more, that consists of funds deposited to the credit of,
or in which the entire beneficial interest is held by, an
individual pursuant to an Individual Retirement Ac-
count agreement or Keogh (H.R. 10) Plan established
pursuant to 26 U.S.C. (I.LR.C. 1954) 219, 401, 404, 408,
and related provisions. A member bank may permit
additional deposits to be made to such a time deposit
at any time prior to its maturity without extending the
maturity of all or a portion of the entire balance in the
account.

(f) 26-week money market time deposits. Except as
provided in paragraph (a) of this section and notwith-
standing paragraphs (b) and (d) of this section, a
member bank may pay interest on any nonnegotiable
time deposit of $10,000 or more, with a maturity of 26
weeks, at a rate not to exceed the ceiling rate set forth
below. The ceiling rate shall be based on the higher of
either (1) The rate established and announced (auction

average on a discount basis) for U.S. Treasury bills
with maturities of 26 weeks at the auction held imme-
diately prior to the date of deposit (**bill rate”), or (2)
the average of the four rates established and an-
nounced (auction average on a discount basis) for U.S.
Treasury bills with maturities of 26 weeks at the four
auctions held immediately prior to the date of deposit
(“*four-week average bill rate’’). Rounding any rate to
the next higher rate is not permitted and interest may
not be compounded during the term of this deposit.

Bill rate or 4-week

average bill rate Interest rate ceiling

7.50 percent or below
Above 7.50 percent

7.75 percent

One-quarter of 1 percentage point plus
the higher of the bill rate or
4-week average bill rate.

A member bank may offer this category of time deposit
to all depositors. However, a member bank may pay
interest on any nonnegotiable time deposit of $10,000
or more with a maturity of 26 weeks which consists of
funds deposited to the credit of, or in which the entire
beneficial interest is held by:
(3) The United States, any State of the United
States, or any county, municipality or political sub-
division thereof, the District of Columbia, the Com-
monwealth of Puerto Rico, the Virgin Islands,
American Samoa, Guam, or political subdivision
thereof; or
(4) An individual pursuant to an Individual Retire-
ment Account agreement or Keogh (H.R. 10) Plan
established pursuant to 26 U.S.C. (I.R.C. 1954) 219,
401, 404, 408 and related provisions at a rate not to
exceed the ceiling rate payable on the same category
of deposit by any federally insured savings and loan
association or mutual savings bank.?

(g) Time deposits with maturitics of 2 years to less
than 3% years.
(1) Except as provided in paragraphs (a) and (e) of
this section and notwithstanding paragraphs (b) and
(d) of this section, a member bank may pay interest
on any nonnegotiable time deposit with an original
maturity of 22 years to less than 3% years at a rate

The ceiling rate of interest payable for this category of deposit by
federally insured savings and loan associations and mutual savings
banks is 7.75 percent when the bill rate or four-week average bill rate
is 7.25 percent or lower, one-half of one percent above the bill rate or
four-week average bill rate when the bill rate or four-week average bill
rate is above 7.25 percent but below 8,50 percent, 9.00 percent when
the bill rate is above 7.25 percent but below 8.50 percent or above but
below 8.75 percent, and one-quarter of one percent above the bill rate
or four-week average bill rate when the bill rate or four-week average
bill rate is 8.75 percent or above.



not to exceed the higher of one-quarter of | per cent
below the average 2Ye-year yield for U.S. Treasury
securities as determined and announced by the U.S.
Department of the I'reasury immediately prior to the
date of deposit, or 9.25 per cent. Such announce-
ment is made by the U.S. Department of the Trea-
sury every two weeks. The average 2%-year yield
will be rounded by the U.S. Department of the
Treasury (o the ncarest § basis points. The rate paid
on any such deposit cannot exceed the ceiling rate in
effect on the date of deposit. A member bank may
offer this category of time deposit to all depositors.
However, a member bank may pay interest on any
nonnegotiable time deposit with a maturity of 2%
years to less than 3% years which consists of funds
deposited to the credit of, or in which the entire
beneficial interest is held by the United States, any
State of the United States, or any county, munici-

pality or political subdivision thereof, the District of

Columbia, the Commonwecalth ot Puerto Rico, the
Virgin Islands, American Samoa, Guam, or political
subdivision thereof at a rate not to exceed the ceiling
rate payable on the same category of deposit by any
federally insured savings and loan association or
mutual savings bank.*

(2) Effective April 1, 1983, this paragraph is amend-
ed by striking the term 2V years 1o less than 3%
years” wherever it appears and inserting in its place
“ 1% years to less than 2% years™, and by striking
the term “‘average 2Va-year yield” wherever it ap-
pears and inserting in its place “‘average 1Vs-year
vield™.

(h) Obligations of the parent bank holding company of

a member bank. lnterest may be paid on a deposit as
defined in section 217.1(h) at a rate not to exceed the
maximum rate payable by a member bank on a deposit

of cqual maturity and denomination. For purposes of

this paragraph, the maturity of an obligation of a
parent bank holding company is the lesser of the stated
maturity period, notice period, or redemption period.

I T 4

(G) 91-day time deposits. (1) Except as provided in
paragraph (a) of this section and notwithstanding para-
graphs (b) and (d) of this section, a member bank may
pay interest on any negotiable or nonnegotiable time
deposit of $7,500 or more, with a maturity of 91 days,
at a rate not to excecd the ceiling rates set forth below,
Rounding any rate upward is not permitted, and inter-
est may not be compounded during the term of this
deposit.
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(2)(i) Except as provided in paragraphs ()(2)(il) and
(iii} of this scction the ceiling rate of interest
payable by a member bank shall be the rate estab-
lished and announced (auction average on a dis-
count basis) for U.S. Treasury bills with maturitics
of 91 days at the auction held immediately prior to
the date of deposit (“*bill rate’) minus one-quarter
of one percentage point (25 basis points).

(ii) If the bill rate is 9 per cent or below at the four
most recent auctions of U.S, I'reasury bills with
maturities of 91 days held immediately prior to the
date of deposit, the ceiling rate of interest payable
by a member bank shall be the bill rate.

(iii) Effective May 1, 1983, the ceiling rate of
interest payable by a member bank on this catego-
ry of deposit for deposits issued or renewed on or
after that date shall be the bill rate,

(3) Where all or any part of a time deposit issued

under this paragraph is paid before maturity, a

depositor shall forfeit an amount cqual to at least all

interest earned on the amount withdrawn.

(k) Time deposits with original maturities of 3V years
OF Hore.

(1) Notwithstanding paragraphs (b) and (d) of this
section, a member bank may pay interest at any rate
as agreed to by the depositor on any time deposit
with an original maturity of 3%, years or more that
has no minimum denomination but is made available
in a denomination of $500.
(2) Any time deposit with an original maturity of 1V
years or more issued pursuant to this paragraph may
provide by contract that additional deposits may be
made to the account for a period of one year from
the date that it is established without extending the
original maturity date of the account. Deposits made
to the account more than one year after the date that
it is established shall extend the maturity of the
entire account for a period of time at least equal to
the original term of the account,

(3) Any time deposit offered pursuant to this para-

graph may be issued in o negotiable or nonnegotia-

ble form.

@iy Effective April I, 1983, this paragraph is
amended by striking the term 3% years”™ wher-
ever it appears and inserting in its place the term
“2Va years”

(i) Effective April |, 1984, this paragraph is
amended by striking the term **2% years™ wher-
ever it appears and inserting in its place 1Y,
years”’.

(iii) Effective April 1, 1985, this paragraph is
amended by striking the term 1% years™ wher-
ever it appears in subparagraph (1) and inscrting

’

in its place ‘6 months™,
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() Seven-to-31 day time deposits of $20,000 or more.
(1) Notwithstanding paragraphs (b) and (d) of this
section, a member bank may pay intcrest on any
nonnegotiable time deposit of $20,000 or more, with
a maturity or required notice period of not less than
seven days nor more than 31 days, at a rate not to
exceed the ceiling rates set forth below. However, a
member bank shall not pay interest in ¢xcess of the
ceiling rate for regular savings deposits or accounts
on any day the balance in a time deposit issued
under this paragraph is less than $20,000. Rounding
any rate upward is not permitted.

(2)(1) For fixed interest rate, fixed maturity time
deposits issued under this paragraph, the ceiling
rate of interest payable by a member bank shall be
the rate established and announced (auction aver-
age on a discount basis) for U.S. Treasury bills
with maturitics of 91 days at the auction held
immediately prior to the date of deposit or renew-
al (“*bill rate’’) minus one-quarter of one percent-
age point (25 basis points).

(it) For variable interest rate, fixed maturity time

deposits and for all notice accounts issued under

this paragraph, the ceiling rate of interest payable
by a member bank shall be the bill rate in effect on
the date of opening or renewal of the account
minus one-quarter of one percentage point (25
basis points). The interest rate on the account
then may be adjusted to be not in excess of the bill
rate, minus 25 basis points, ¢stablished and an-
nounced at the most recent subsequent auction
during the life of the deposit but not less often
than every 31 days.
(iii) Notwithstanding subparagraphs (2)(i) and 2(ii)
of this paragraph, a member bank may pay inter-
est at a rate not to exceed the bill rate on any time
deposit issued under this paragraph which con-
sists of funds deposited to the credit of, or in
which the entire beneficial interest is held by:
(A) The United States, any State ot the United
States, or any county, municipality or political
subdivision thercof, the District of Columbia,
the Commonwealth of Puerto Rico, the Virgin

interest at any rate as agreed to by the depositor
on this category of deposit for deposits issued
or renewed during such period; or

(B) Effective May 1, 1983. A member bank may
pay interest at any rate as agreed to by the
depositor on this category of deposit for depos-
its issued or renewed on or after May 1, 1983.

(3)i) A member bank is not permitted

(A) To lend funds to a depositor upon the
sccurity of a time deposit that it has issued
under this paragraph, or
(B) To lend funds to a depositor to meet or
maintain the minimum denomination require-
ment of a time deposit issued under this para-
graph,
(i) The rate of interest and any other charges
imposed on an overdraft credit arrangement to
which withdrawals arc paid or to which payments
upon maturity or expiration of a required notice
period are made from an account issued under this
paragraph must be not less than those imposed on
such overdrafts for customers that do not possess
an account issucd under this paragraph at the
same institution,

(4)(1) Where all or any part ot a time deposit issued

under this paragraph is paid before maturity or
expiration of the required notice period, a deposi-
tor shall forfeit an amount at lcast equal to the
greater of
(A) All interest earned on the amount with-
drawn from the most recent of the date of
deposit, date of maturity, or date on which
notice was given, or
(B) All interest that could have been earned on
the amount withdrawn during a period equal to
onc-half the maturity period or required notice
period.
(ii) Where all or any part of a time deposit issued
under this paragraph is withdrawn within onc
business day after the maturity date of the deposit
or the date of expiration of notice of withdrawal,
no early withdrawal penalty is required to be
applied on the amount withdrawn.

Islands, American Samoa, Guam, or political
subdivision thereof; or
(B) An individual pursuant to an Individual
Retirement Account agreement or Keogh (H.R.
10) Plan established pursuant to 26 U.S.C. (IRC
1954) 219, 401, 404, 408, and related provisions.
(iv) The ceiling rates in paragraphs (D(2)(i), (2)(i)
and (2)(iii) of this section shall not apply.
(A) If the bill rate is 9 per cent or below at the
four most recent auctions of U.S. Treasury bills
with maturities of 91 days held prior to the date
of deposit or rencwal. A member bank may pay

(5) Additional deposits to an account issued under
this paragraph with a fixed maturity must be main-
tained in the account for a period at least equal to
the original term of the account and may be regarded
as having matured individually and having been
redeposited at intervals equal to such period. For
accounts issued under this paragraph that arc sub-
ject to a notice period, additional deposits must
remain in the account for a period equal to at least
the notice period before such funds may be with-
drawn without the imposition of an carly withdrawal
penalty.



(6) Deposits to any account issued under this para-

graph may not be made by automatically transfer-

ring funds from another account of the depositor at
the same institution where the transfer is initiated by
the level of the balance in any accouat.

(7)(i) Withdrawals from any account issued under
this paragraph may not be made (A) by check,
draft, or other third party payment instrument or
instruction drawn or issued by the depositor, or
(B) by automatically transferring funds to another
account of the depositor where the transfer is
initiated by the level of balance in any account
held by the depositor.

(i) Payments at maturity or withdrawals may be
paid by (A) check or cash to the depositor, (B)
cash, draft, or clectronic transfer issued by the
mstitution to a third party, or (C) transfer to any
other account held by the depositor.

(iti) Notice of withdrawal of an account issued
under this paragraph may be delivered by the
depositor to the institution by telephone or other
telecommunication, mail, messenger, standing ot-
der, or by appearance in person at the offices or
premises of the institution.

BANK HOLDING COMPANY AND BANK MERGER
ORDERS ISSUED BY 1111 BOARD OF GOVERNORS

Orders Under Section 3 of Bank Holding
Compuany Act

Statement by the Board of Governors of the
Federal Reserve System Regarding the
Application of FFirst American

Bank Corporation to Acquire Huron
County Bank

By Order dated August 30, 1982, the Board approved
the application of First American Bank Corporation,
Katamazoo, Michigan, under scction 3(a)3) of the
Bank Holding Company Act (12 U.S.C. § 1842(a)(3))
to acquire 100 percent of the voting shares of Huron
County Bank, Harbor Beach, Michigan (*‘Bank™)." In
this Statement, the Board sets forth its reasons for
approving the application.

L. [n conjunction with this application, Applicant 1equested prior
approval to merge HC State Bank, Harbor Beach, Michigan, a new
bank formed for the purpose of effecting the transaction, with Huron
County Bank under the charter of the former and with the title of
Huron County Bank pursuant to section 18(c)y of the Federal Deposit
Insurance Act (12 U.S.C. & I828(¢)). After consideration of the
statutory factors in light of all the facts of record, the Board deter-
mined that the proposed merger 15 consistent with the public interest
and approved the merger application on August 30, 1982,
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Applicant, the fifth largest banking organization in
Michigan, controls 27 subsidiary banks with aggregate
deposits ol $3.06 billion, representing 7.04 percent of
the total deposits in commercial banks in the state.?
Upon acquisition of Bank (deposits of $20.6 million),
Applicant’s share of deposits in commercial banks in
Michigan would increase by .05 percent, and Appli-
cant would remain the fifth largest banking organiza-
tion in the state.’ Accordingly, consummation of this
proposal would not have an appreciable effect on
concentration of commercial banking resources in
Michigan.

Bank s the fourth largest banking organization in
the Huron County banking market, controlling ap-
proximately 8.7 percent of total deposits in commer-
cial banks in the market.? Applicant, through a branch
office of a banking subsidiary in the Huron County
banking market, is the ninth largest banking organiza-
tion in the relevant market and controls about 0.5
percent of the total deposits in the market. Upon
consummation, Applicant would become the fourth
largest banking organization in the market with 9.2
percent of the market’s commercial banking deposits.
Although consummation of the proposal would elimi-
nate some existing competition between Applicant and
Bank, the Board does not regard the effects on existing
competition to be so serious as to warrant denial of the
application. 'The four-firm concentration ratio will
increase by only 0.5 percent and there will remain
several other market competitors that could serve as
entry vehicles for banking organizations not currently
represented in the market. Accordingly, the Board
concludes that consummation of the proposal would
not have significantly adverse eflects on existing or
potential competition, and would not increase the
concentration of banking resources in any relevant
arca.

The financial and managerial resources of Appli-
cant, its subsidiaries and Bank are regarded as general-
ly satisfactory and their future prospects appear favor-
able. Accordingly, considerations relating to banking
factors are consistent with approval of the application.
Following constmmation of the proposal, Applicant
intends to provide Bank with assistance in marketing
its NOW account program, and in establishing expand-

2. All banking data arc as of June 30, 1981,

3. On August 30, 1982, the Board approved the application of First
American Bank Corporation to merge with Mid-Michigan Bank Cor
poration, Gladwin, Michigan. Upon consummation of that transac-
tion, Applicant’s shace of deposits in commeraal banks in Michigan
will increase by 0.15 percent.

4. 'The Huron County banking market consists of all but the extieme
southwestern portion of Huron County, Michigan, plus the comnuini-
ty of Minden in adjacent Sanilac County, Michigan.



644 Federal Reserve Bulletin [ October 1982

ed credit card services, ATMs, trust services and a
commercial leasing program, services that arc not
currently offered by Bank, thus increasing Bank’s
ability to serve its customers. In light of this proposed
expansion in services, the Board concludes that con-
siderations relating to the convenience and needs of
the community to be served lend some weight toward
approval of the acquisition and outweigh any adverse
competitive effects that may result from consumma-
tion of the proposal. Accordingly, the Board con-
cludes that consummation of the proposed transaction
would be in the public interest and that the application
should be approved.

On the basis of the record, the application has been
approved for the rcasons summarized above. The
acquisition of shares of Bank shall not be made before
the thirtieth calendar day following the effective date
of the Order, or later than three months after the
effective date of the Order, unless such period is
extended for good cause by the Board of Governors or
by the Federal Reserve Bank of Chicago, pursuant to
delegated authority.

Board of Governors of the Federal Reserve System,
September 15, 1982.

(Signed) JAMES MCAFEE,

[sEAL] Associate Secretary of the Board.

InterFirst Corporation,
Dallas, Texas

Order Approving Acquisition of Bank Holding
Company

InterFirst Corporation, Dallas, Texas, a bank holding
company within the meaning of the Bank Holding
Company Act of 1956, as amended (12 U.S.C. § 1841
et seq.), has applied for the Board’s approval under
section 3 of the act (12 U.S.C. § 1842) to acquire
indirect control of Fannin Bank, Houston, Texas,
through the acquisition of its parent, Fannin Banc-
shares, Inc., Houston, Texas.

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

InterFirst, the largest banking organization in Tex-
as, controls 54 banking subsidiaries with aggregate
statewide deposits of $10.3 billion, representing 11
percent of the total deposits in commercial banking

organizations in the state.! Fannin Bank, the only
banking subsidiary of Fannin Bancshares, holds total
deposits of $373 million, representing 0.4 percent of
statewide deposits. Fannin Bancshares ranks 21st
among all commercial banking organizations in Texas.
Upon consummation of the proposed merger, Inter-
First would remain the largest banking organization in
the state, and the percentage of statewide deposits
controlled by InterFirst would increase to 11.4 per-
cent. The Board’s view is that consummation of the
proposed merger would not have an appreciable effect
on the concentration of commercial banking resources
in Texas.

Fannin Bank operates in the Houston banking mar-
ket,2 where it holds 1.64 percent of market deposits
and ranks as the tenth largest of 110 commercial
banking organizations in the market. InterFirst is the
fifth largest commercial banking organization in the
Houston banking market with 11 banking subsidiaries,
and holds $1.48 billion in deposits, representing 6.51
percent of market deposits. Following consummation
of the proposed transaction, InterFirst would become
the fourth largest commercial banking organization in
the Houston market. Although the proposed acquisi-
tion will eliminate some competition between Fannin
Bank and InterFirst’s banking subsidiaries in the
Houston banking market, the Board notes that the
market is not highly concentrated. Moreover, in recent
years the Houston banking market has cxperienced
rapid population and commercial growth, leading to
substantial expansion in banking in the market. In
view of these and other facts of record, the Board’s
judgment is that the effects of the proposed transaction
on competition in the Houston banking market are not
so serious as to warrant denial of the application.,

The financial and managerial resources of Inter-
First, Fannin Bancshares, and their subsidiary banks
are regarded as generally satisfactory, and their future
prospects appear favorable. Accordingly, banking fac-
tors are consistent with approval of the proposal.

Although the proposed transaction will not bring
new scrvices to the Houston banking market, the
present customers of Fannin Bank will bencfit from
access to the InterFirst ATM network, and from the
intitiation or expansion of specialized lending services,
and international banking activitics. Thus, consider-
ations relating to the convenience and needs of the
community to be served arc consistent with approval.
Accordingly, the Board’s judgment is that consumma-

1. All deposit data as of June 30, {981, reflecting acquisitions
approved as of June 30, 1982,

2. The relevant geographic banking market is the Houston RMA,
which consists of the majority of Harris County, and portions of
Waller, Fort Bend, Brazoria, Galveston, Chambers, Liberty, and
Montgomery Countics.



tion of the proposal would be consistent with the
public interest.

On the basis of the record and for the rcasons
discussed above, the application is hereby approved.
The transaction shall not be consummated before the
thirtieth day following the effective date of this Order,
or later than threce 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
Dallas, pursuant to delegated authority.

By order of the Board of Governors, cffective
September 16, 1982.

Voting for this action: Chairman Volcker and Governors
Wallich, Partee, Rice, and Gramiey. Voting against this
action: Governor Tecters, Absent and not voting: Governor
Martin,

(Signed) JAMES MCAFEE,
[sEAL] Associate Secretary of the Board.
Dissenting Statement of Governor Teeters

I would deny the application of InterFirst Corporation
to acquire Fannin Bancshares, Inc. In this case, the
largest banking organization in T'exas, operating the
fifth largest banking organization in the Houston bank-
ing market, is secking 1o acquire the tenth largest
commercial banking organization in that market. In
my view, the acquisition would represent the climina-
tion of a significant competitor from the Houston
market and would contribute to concentration of bank-
ing resources in a market that has been experiencing
concentration among its larger financial institutions.
Moreover, Fannin Bancshares, with total deposits of
$373 million, is of sufficient size and possesses suffi-
cient resources to independently expand its operations
in the Houston banking market, as well as into other
markets in Texas. Thus, the acquisition of Fannin by
InterFirst would foreclose the possibility of future
expansion by a viable potential competitor in the state.
Accordingly, consummation of the transaction would,
in my view, have an adverse effect on competition
without offering any offsetting benefits or outweighing
convenience and needs considerations.

In light of the above, 1 would deny this application.

September 16, 1982

Milford Bancorporation,
Milford, lowa

Order Denying Acquisition of Bank

Milford Bancorporation, Milford, fowa, a bank hold-
ing company within the meaning of the Bank Holding
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Company Act, has applied for the Board’s approval
under section 3(a)(3) of the act (12 U.S.C. § 1842(a)3))
to acquire all of the voting shares of San Bancorp,
Sanborn, lowa (“*‘Company’’), a registered one-bank
holding company, and to acquire indirectly its com-
mercial bank subsidiary, Sanborn Savings Bank, San-
born, lowa (*'Bank™).

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

The proposed transaction is essentially a reorganiza-
tion whereby the shareholder who presently controls
Bank through Company will control Bank through
Applicant. Applicant, a one-bank holding company, is
the 320th largest banking organization in lowa, con-
trolling $19.1 million in deposits.' Upon acquisition of
Bank ($14.7 million in deposits) Applicant would con-
trol the 396th largest commercial bank in lowa and
would hold approximately .17 percent of the total
deposits of commercial banks in the state.

Bank is the third targest of six commercial banking
organizations in the O’Brien County banking market,
and holds approximately 16 percent of the total depos-
its in commercial banks in the market.? Applicant’s
banking subsidiary does not compete in the relevant
banking market. The facts of record indicate that
consummation of the proposal would not result in any
adverse effects upon competition or increase the con-
centration of banking resources in any relevant arca.
Accordingly, the Board concludes that competitive
considerations are consistent with approval of the
application,

The Board has indicated on previous occasions that
a holding company should serve as a source of finan-
cial and managerial strength to its subsidiary bank(s),
and that the Board will closely examine the condition
of an applicant in each case with this consideration in
mind. Moreover, the Board has stated that in acting
upon future applications by an applicant, it will assess
the applicant’s managerial resources in light of its
compliance with prior commitments to the Board.?In
this case, the Board concludes that the record presents
adverse considerations as they relate to the applicant

1. All banking data are as of December 31, 1981,

2. The O'Brien County banking market is approximated by all of
O’Brien County, lowa, except the westernmost portion,

3. “First City Bancorporation of Texas, Inc. (Central Bank and
Trust Company), 61 FEDERAL RESFRVE Buni 1IN 591 (1975),"
“Bank Shares Incorporated,’” 62 FrLDERAI RESERVE BULLT HIN 626
(1976), sce also “*American National Sidney Corp.”, 66 FrprERral
RESERVE BULLELIN 159 (1980).



bank holding company, that these considerations war-
rant denial of its proposed acquisition of Company and
Bank.

The Board’s approval on January 20, 1978, of the
formation of Company and acquisition of Bank relied,
in part, upon a commitment made by the principal
shareholder of Company and Applicant, who also
serves as chairman and president of Applicant and
Dickinson Bank, chairman of Company, and president
of Bank, to inject by June 30, 1978, $200,000 of equity
capital into Applicant’s subsidiary commercial bank,
Dickinson County Savings Bank, Milford, Iowa
(‘*Dickinson Bank’’). The capital injection was to have
been accomplished by principal’s purchase with per-
sonal funds of 200 shares of unissued stock. To date,
Applicant’s principal has not complied with this com-
mitment. In view of the fact that Dickinson Bank’s
overall condition has declined since its acquisition by
Applicant, the Board regards the continuing noncom-
pliance with the commitment by Applicant’s principal
as a factor reflecting adversely upon the financial and
managerial resources of Applicant, and as providing
sufficient grounds for denial of the present proposal.

In addition, the Board notes that Applicant would
incur a sizeable additional debt in connection with this
proposal. The amount of Applicant’s original debt
upon formation in 1974 was limited to the maximum
amount Applicant demonstrated that it could retire
within the then-requisite 12-year period. However,
Applicant has not met its debt servicing projections,
nor has it significantly reduced its original acquisition
debt. Based upon this record, the Board is unable to
conclude that Applicant’s projections will be fulfilled.
Accordingly, based upon the above and other facts of
record, the Board concludes that considerations relat-
ing to financial resources and future prospects of
Applicant, Dickinson Bank, and Bank weigh against
approval of this application.

No significant changes in Bank’s operations or in
the services offered to customers are anticipated to
follow from consummation of the proposed acquisi-
tion. Consequently, convenience and needs factors
lend no weight toward approval of this proposal.

On the basis of the circumstances concerning this
application, the Board concludes that the banking
considerations involved in this proposal present ad-
verse factors bearing upon the financial and manageri-
al resources and future prospects of Applicant and
Bank. Such adverse factors are not outweighed by any
procompetitive effects of by benefits that would result
in better serving the convenience and needs of the
community. Accordingly, the Board’s judgment is that
approval of the application would not be in the public
interest and that the application should be denied.

On the basis of the facts of record, the application is
denied for the reasons summarized above.

By order of the Board of Governors, effective
September 27, 1982.

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

(Signed) JaAMES MCAFEE,

[SEAL] Associate Secretary of the Board.

Transworld Corporation,
Lake Forest, lllinois

Order Approving Acquisition of Bank

Transworld Corporation, Lake Forest, Illinois, a bank
holding company within the meaning of the Bank
Holding Company Act, has applied for the Board’s
approval under section 3(a)(3) of the act (12 U.S.C.
§ 1842(a)(3)) to acquire shares of Dempster Plaza State
Bank, Niles, Illinois (‘‘Bank’’).

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

Applicant is a one bank holding company by virtue
of its control of The Northlake Bank, Northlake,
Illinois (‘‘Northlake Bank’") (deposits of $11.6 mil-
lion). Both Northlake Bank and Bank, with deposits of
$21.7 million, are among the smaller commercial banks
in the state.! Upon consummation of the proposed
transaction, Applicant will become the 483rd largest
commercial banking organization in Ilinois, and will
control 0.03 percent of the deposits in commercial
banks in that state. In light of the small share of the
state’s commercial bank deposits that will be con-
trolled by Applicant, the Board concludes that con-
summation of the transaction will not have any serious
adverse effects on the concentration of banking re-
sources in Illinois.

The proposal represents a reorganization whereby
Applicant will acquire shares of Bank now held by its
principal. Because both Northlake Bank and Bank
compete in the Chicago banking market,? the 1977
acquisition of Bank by Applicant’s principal eliminat-
ed some existing competition in the market. However,
consummation of the proposed transaction will in-

I. All banking data are as of December 31, 1981.
2. The Chicago banking market is approximated by Cook, DuPage,
and Lake Counties, Hlinois.



crease Applicant’s share of deposits in commercial
banks in the market to only 0.05 percent. In light of the
small absolute and rclative size of Northlake Bank and
Bank and the fact that numerous banking alternatives
will remain in the market after consummation, the
Board concludes that consummation will have no
significant effect on existing competition in any rele-
vant market,

The financial and managerial resources of Appli-
cant, Northlake Bank and Bank arc generally satisfac-
tory and the future prospects for each appear favor-
able especially in light of the additional capital that
Applicant will provide Bank. Thus, banking factors
are consistent with approval of the application. With
respect to the convenience and needs of the communi-
ties to be served, the Board notes that Bank’s record
of serving its community has improved significantly
since its acquisition by Applicant’s principal. Thus,
although no immediate changes in Bank’s services are
contemplated, considerations relating to convenience
and needs of the community lend weight toward
approval of the application. Accordingly, the Board’s
judgment is that the proposed acquisition is in the
public interest and that the application should be
approved.?

On the basis of the record, the application is ap-
proved for the reasons summarized above. This trans-
action shall not be made before the thirtieth 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 by the Board or by the
Federal Reserve Bank of Chicago, acting pursuant to
delegated authority.

By order of the Board of Governors, effective
September 1, 1982,

Voting for this action: Chairman Volcker and Governors
Martin, Wallich, Tecters, Rice, and Gramiey. Absent and not
voting: Governor Partee.

(Signed) JaMEs MCAFER,

[SEAL]J Associate Secretury of the Board.

3. The Board notes that, pursnant to section 4(a)(2) of the Act
(12 U.S.C. § 1843(a)(2)), Applicant has indefinite grandfather privi-
leges with respect to certain veal estate uctivities. In this regard, there
is no evidence in the record that Applicant’s continued performance of
these activities would vesult in any undue concentration of resources,
decreased or unfair competition, conflicts of interest, unsound bank-
ing practices or other adverse effects that would warrant termination
of these activities. Accordingly, the Board concludes termination of
these real estate activities is not warranted at this time. This determi-
nation is subject to later review by the Board or by the Reserve Bank.
Moreover, this determination is not an anthorization to expand thesc
activities.
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Orders Under Section 4 of Bank Holding
Company Act

BankAmerica Corporation,
San Francisco, California

Order Approving Application to Engage in
Equity Financing Activities

BankAmerica Corporation, San Francisco, California,
a bank holding company within the meaning of the
Bank Holding Company Act, has applied for the
Board’s approval, under section 4(¢)(8) of the act
(12 U.S.C. § 1843(¢)(8)) and secction 225.4(a) of the
Board’s Regulation Y (12 C.F.R. § 225.4(a)), to engage
through its subsidiary, BA Mortgage and International
Realty Company, San Francisco, California (““BA-
MIRCO™), in the activity of arranging equity financing
for certain types of income-producing properties.,

Notice of the application, affording interested per-
sons an opportunity to submit comments and views on
the relatedness of the proposed activity to banking and
on the balance of public interest factors regarding the
application has been duly published (46 Federal Regis-
ter 61297 (1981)). The time for filing comments and
views has expired and the Board has considered the
application and all comments received in light of the
public interest factors set forth in section 4(¢)(8) of the
act.

Applicant is a bank holding company by virtue of its
control of Bank of America N1 & SA, San Francisco,
California (domestic deposits of $51.2 billion), the
largest banking organization in California. Bank of
America controls 36.1 percent of total deposits in
commercial banks in that state.! Applicant also en-
gages in certain nonbanking activitics, including mort-
gage banking, commercial lending and leasing, credit
related insurance activities, investment advisory activ-
ities, and management consulting to depository institu-
tions.

Applicant, through BAMIRCO, currently cngages in
mortgage banking and servicing activities for which it
received Board approval under section 4(c)(8) of the
act and sections 225.4(a)(1) and (3) of Regulation Y.
BAMIRCO also is authorized to provide investment
advisory services under section 225.4(a)(5) of Regula-
tion Y, including advice with respect to commercial or
industrial real estate.

BAMIRCO currently provides to persons sceking
financing for commercial or industrial income produc-
ing property a variety of financing services, including
the provision or arrangement of traditional mortgage
loans. In this application, BAMIRCO seeks authority
to provide these persons equity financing as an alter-

1. Banking data are as of June 30, 1981,
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native to an extension of credit made or arranged by
BAMIRCO.? The cquity financing activity will be
performed only by BAMIRCO, Applicant’s mortgage
banking subsidiary, and will be offered only as an
alternative to traditional financing arrangements. BA-
MIRCO will not solicit for propertics to be sold, list or
advertise properties for sale, or hold itself out or
advertise as a real estate broker or syndicator.

In order to approve an application submitted pursu-
ant to section 4(c)8) of the act to engage in a nonbank
activity, the Board is required to find that the activity
is closely related to banking or managing or controlling
banks. In determining whether an activity is closely
related to banking under section 4(¢c)(8) of the act, the
Board has used the following guidelines recognized by
the courts: (1) whether banks have gencrally provided
the proposed service; (2) whether banks generally
provide services that are operationally or functionally
so similar to the proposed service as to equip them
particularly well 1o provide the proposed service; or
(3) whether banks generally provide services that are
so integrally related to the proposed service as to
require their provision in specialized form.? In addi-
tion, the Board may consider other factors in deciding
what activities arc closely related to banking.*

Upon consideration of the entire record on this
application, including all public comments submitted,
the Board has determined, for the reasons explained
below, that Applicant’s proposed equity financing
activity as conditioned by this Order is closely related
to banking.

Equity financing, as proposed by BankAmerica,
involves arranging for the financing of commercial or
industrial income-producing real estate through the
transfer of the title, control and risk of the project from
the owner/developer to one or more investors., BA-
MIRCO would represent the owner/developer and
would be paid a fee by the owner/developer for this
service. Neither BAMIRCO nor any of its affiliates
will provide financing to the investors in connection
with an equity financing arrangement. BAMIRCO will
arrange equity financing only in the case of commer-

2. A staft opinion issued on January 16, 1981, informed BAMIRCO
that, as an incident to its lending authority under section 225.4¢a)(1), it
could place cquity interests in connection with lending transactions in
which BAMIRCO was a participant or as part of a package where a
permanent mortgage loan was being made in connection with the

equity placement. The Board will review this stafl’ opinion in light of

the limitations and conditions in this Order.

3. “National Courier Association” v, “‘Board of Governors,”” 516
F.2d 1229 (D.C. Cir. 1975).

4. “Alabama Association of Insurance Agents” v. “Board ot
Governors,” 553 F.2d 224, 241 (5th Cir. 1976), rehearing denied 558
F.2d 729 (1977), cert, denied. 435 U.S. 904 (1978). See **Board of
Governors™ v, “lnvestment Company Institute,” 450 U.S. 46, 55
(1981).

cial or industrial income-producing real property, only
where the financing arranged exceeds $1 million, and
will place equity financing only with institutional or
wealthy, professional individual investors.

The evidence of record shows that, in performing
the equity financing activity for commercial or indus-
trial income-producing real estate, BAMIRCO needs
and will utilize the type of expertise and analysis
developed by financial institutions in evaluating and
arranging mortgage financing for such property. For
example, Applicant states that BAMIRCO would con-
sult with the developer/owner to determine the nature,
objectives and financing requirements of a project;
would consider the project’s concept, architectural
design, building layout, suitability for purpose and
prospects; would analyze traffic flow, competing proj-
ects, source of customers, the nature of the market;
would calculate projected rentals and income flows;
and would review the developer/owner’s timetable for
the project; and availability of construction financing
and Jong term financing for the property. Based upon
its review, BAMIRCO would prepare a written analy-
sis of the project and, in view of this analysis and its
knowledge of the current real estate financing market,
BAMIRCO would formulate financing alternatives,
which might include equity financing. According to
Applicant, in presenting a project to an investor this
analysis is the same, whether the ultimate financing is
in the form of a mortgage or equity financing.

The Board finds that the particular expertise and
analysis required to provide equity financing for large
commercial or industrial income-producing properties
is functionally and operationally similar to the analysis
and expertise that is required when a bank provides
traditional mortgage financing services for such prop-
erties. Banking organizations have historically provid-
ed financing for commercial and industrial properties
and thus are particularly well equipped to provide the
proposed service. The Board’s judgment is that the
functional and operational similarity between mort-
gage banking and cquity financing is further supported
by the fact that equity financing can be viewed as an
economic substitute for long-term mortgage financing.
Evidence in the record shows that investors have
increasingly turned to equity participations in projects
as a means of increasing their yiclds and protecting
themselves against inflation and interest rate fluctua-
tions,

Moreover, the Board’s view is that equity financing
as proposed by Applicant and as conditioned by this
Order bears a functional relationship to investment
advisory services traditionally and lawfully performed
by commercial banks with respect to commercial and
industrial real estate, Accordingly, on these bases and
based upon the evidence of record and subject to the



conditions and limitations set forth in this Order, the
Board finds that cquity financing by Applicant is
closely related to banking.*

The Board has imposed the conditions in this Order
to confine the activity proposed by Applicant to equity
financing and to prevent Applicant from engaging in
real estate development or syndication. In cquity
financing, BAMIRCO’s function is limited to acting as
intermediary between developers and investors to
arrange financing. Ncither BAMIRCO nor any affiliate
may acquire an interest in the real estate project for
which BAMIRCO arranges equity financing nor have
any role in the development of the project. Neither
BAMIRCO nor any of its affiliates shall participate in
managing, developing or syndicating property for
which BAMIRCO arranges equity financing, nor pro-
mote or sponsor the development or syndication of
such property. The fee BAMIRCO receives for arrang-
ing equity financing for a project shall not be based on
profits derived, or to be derived, from the property
and should not be larger than the fee that would be
charged by an unaffiliated intermediary. The Board
finds that Applicant’s proposed equity financing activ-
ity will not constitute cither real estate development or
real estate syndication, provided the above-mentioned
conditions and limitations are obscrved by Applicant
and BAMIRCQ.

Before approving a bank holding company’s appli-
cation to engage in an activity that the Board deter-
mines is closely related to banking, the Board must
also find that consummation of the proposal can
reasonably be expected to produce benefits to the
public that outweigh possible adverse effects. With
respect to the proposed equity financing activity, it
appears from the record that authorizing the activity
for bank holding companics would enhance competi-
tion and provide greater convenience, increased cffi-
ciencies, and lower costs, without resulting in any
adverse consequences. Greater convenience and in-

5. In a 1972 decision, the Board required an applicant to divest a
general real estate brokerage subsidiary becaunse the applicant had not
demonstrated that the proposed activity was closely related to bank-
ing. ‘“‘Boatmen’s Bancshares, Inc,”” 58 FLDERAL RESERVE BULI L LIN
427 (1972). Some comments on BankAmetica's proposal suggested
that equity financing should be regarded as real estate brokerage and
impermissible under the Board’s “*Boatmen's’ decision. However,
equity financing for incomeproducing properties was not an activity
considered in the *Boatmen’s” case, Morcover, cconomic conditions
have changed significantly since 1972 when that determination was
made, and, as noted below, equity financing has become an economic
substitute for long-term mortgage financing. Because the particular
expertise and analysis required for equity financing arc not involved in
general real estate borkerage, the Board's conclusion with respect to
BAMIRCO’s proposed activities does not represent a departure from
the Board's position concerning the impermissibility of general real
estate brokerage.
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creased competition would result by providing a
broader range of long-term financing alternatives and
by aiding the flow of funds between investors and
developers. This should also tend to produce lower
costs and increased cfficiencies. Morcover, competi-
tion would be enhanced since mortgage company
subsidiaries of bank holding companies could better
compete  with independent  mortgage companies,
which may engage in both traditional mortgage bank-
ing and equity financing. Some concern was expressed
by commenters on the application that consummation
of the proposal might result in unfair competition by
allowing bank holding companics to engage in real
estate brokerage and might result in conflicts of inter-
ests with respect to subsidiary banks. As noted, the
Board has limited the proposed activity to exclude
general real estate brokerage. Moreover, in view of the
commitments and representations furnished by Appli-
cant, including the prohibition against the financing by
BAMIRCO’s atfiliates of investors in an equity financ-
ing arrangement, the Board belicves that approval of
the activity is not likely to result in any conflicts of
interest.

There is no evidence in the record to indicate that
Applicant’s engaging in the proposed activity would
lead to any undue concentration of resources, de-
creased or unfair competition, unsound banking prac-
tices, or other adverse effects. The Board's view is
that the subject application 10 cngage in the proposed
cquity financing activity as limited by this Order would
produce benefits to the public that ouatweigh any
potential adverse eflects.

Based upon the foregoing and other considerations
reflected in the record, the Board has determined that
the balance of the public interest factors that the Board
is required to consider under section 4(¢)(8) of the act
is favorable. This determination is conditioned upon
Applicant’s strictly limiting its activitics as described in
information provided in connection with this applica-
tion and as provided in this Order.

Accordingly, the application is hereby approved.
This determination is subject to the limitations set
forth in this Order, the conditions set forth in section
225.4(¢) of Regulation Y, and the Board’s authority to
require such modification or termination of the activi-
ties of a holding company or any of its subsidiaries as
the Board finds necessary 1o assure compliance with
the provisions of and purposes of the act, and the
Board’s regulations and orders issued thereunder, or
to prevent evasion thercot.

The proposed activity shall be commenced not later
than three months after the cffective date of this
Order, unless such period is extended for good cause
by the Board or by the Federal Reserve Bank of San
Francisco.
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By order of the Board of Governors, effective
September 1, 1982,

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

(Signed) WiLLiaAM W, WILES,

[SEAL] Secretary of the Bourd.

BankEast Corporation,
Manchester, New Hampshire

Order Conditionally Approving Establishment
of de novo branch of Guaranty Savings Bank

BankEast Corporation, Manchester, New Hampshire,
a bank holding company within the meaning of the
Bank Holding Company Act, has applied for the
Board's approval under section 4(c)(8) of the act
(12 U.S.C. § 1843(c)(8)) and section 225.4(b)(2) of the
Board’s Regulation Y (12 C.F.R. § 225.4(b)(2)) to
establish a de novo branch office in Pelham, New
Hampshire, of its existing subsidiary, BankEast Guar-
anty Savings Bank, Salem, New Hampshire (‘‘Guar-
anty Bank’’), an organization engaged pursuant to the
laws of New Hampshire in the activities of a guaranty
savings bank.!

The Board by order approved the acquisition of
Guaranty Bank by BankEast (formerly First Financial
Group) and determined that the operation of such an
institution was closely related to banking in New
Hampshire.?

Notice of the application, affording opportunity for
interested persons to submit comments and views, has
been duly published. The time for filing comments and
views has expired and the Board has considered the
application and all comments received in light of the
factors set forth in section 4(c)(8) of the act (12 U.S.C.
§ 1843(c)(8)).?

l. A guaranty savings bank is essentially the same as a mutual
savings bank except that the former is a stock institution. That is, the
ownership of the equity interest in a guaranty savings bank is vested in
the holders of the capital stock or specijal deposits. Under the current
laws of New Hampshire, guaranty savings banks may engage not only
in typical savings bank activities, such as accepting time and savings
deposits, acting as fiduciary and dealing in real estate mortgage
financing, but also in typical commercial bank activities (including
accepting demand deposits and making commercial loans) that exceed
those permissible for thrifts under federal statutes.

2. “‘First Financial Group of New Hampshire, Inc.”’, 66 FEDERAL
ResERVE BULLETIN 594 (1980). However, the Board has not added
the operation of a guaranty savings bank to the list of permissible
activities in section 225.4(a) of Regulation Y.

3. This application has been accepted and processed under section
4 of the act, and is approved only on the condition that Guaranty Bank
limit its commercial lending activity to that currently permissible to
thrift institutions under federal statute law.

BankEast (consolidated deposits of $417.6 million)
operates four commercial banks, three guaranty sav-
ings banks, and a mortgage company.* Guaranty Bank
currently operates a single office in Salem, New
Hampshire.® This application involves the establish-
ment of a de novo branch of Guaranty Bank. There are
no other subsidiaries of Applicant operating in the
Boston banking market. Accordingly, it does not ap-
pear that consummation of the proposed transaction,
as conditioned in this Order, would result in any
adverse effects on competition in any relevant market.

The Board has previously determined that because
of the unique structural and competitive situation
between commercial banks and guaranty savings
banks in New Hampshire, the operation of a New
Hampshire guaranty savings bank by a New Hamp-
shire bank holding company is so closely related to
banking as to be a proper incident thereto.¢ No evi-
dence has been presented to indicate that banking
conditions have substantially changed in New Hamp-
shire since the Board's consideration of this issue
earlier this year, and BankEast must limit Guaranty
Bank’s deposit-taking or commercial lending activities
to remain under the nonbanking provisions of the act.
The Board, theretore, confirms its finding that the
operation of a guaranty savings bank may be so closely
related to banking in New Hampshire as to be a proper
incident thereto.

Notwithstanding this general finding, the Board
must also consider the particular facts of this case to
determine whether the proposed acquisition is a prop-
er incident to banking, that is, whether it ‘‘can reason-
ably be expected to produce benefits to the public such
as greater convenience, increased competition, or
gains in efficiency, that outweigh possible adverse
effects such as undue concentration of resources,
decreased or unfair competition, conflicts of interest,
or unsound banking practices.”’

In considering previous applications under the act
involving the affiliation of commercial banks and guar-
anty savings banks in New Hampshire in 1980 and
1982, the Board noted the potential for serious con-
flicts of interests, unfair competition, and circumven-
tion of the Regulation Q interest rate differential that
might arise from the operation of these two types of
institutions at nearby locations or in close mutual

4. All financial data are as of March 31, 1982, and include acquisi-
tions as of June 30, 1982,

5. Salem, New Hampshire, is located in the Boston banking
market, which is approximated by the Boston RMA.

6. ‘“‘Profile Bankshares, Inc,””, 61 FEDERAL RESERVE BULLETIN
901 (1975); *‘First Financial Group of New Hampshire, Inc.”’, 66
FEDERAIL RESERVE BULLETIN 594 (1980); ‘‘Heritage Banks Inc.””, 66
FEDERAL RESERVE BULLETIN 590 (1980); ‘‘BankEast Corporation,
68 FEDERAL RESERVE BULLETIN 379 (1982), and; ‘*BankEast Corpo-
ration”’, 68 FEDERAL RESERVE BULLETIN 116 (1982).



support of ecach other (‘‘tandem operations’).” In
order to limit the potential for these adverse effects the
Board approved those previous cases upon certain
conditions barring the two types of institutions from
conducting tandem operations. The Regulation Q in-
terest rate differential on account categories in exis-
tence in December 1975 remains in effect until the
Depository Institutions Deregulation Committee elimi-
nates rate ceilings or until March 31, 1986. In addition,
it does not appear that relevant considerations have
changed since May 1982, when the Board last reiterat-
ed its policy against tandem operations of thrifts and
commercial banks. Accordingly, the Board believes
that the following conditions must remain in effect and
must be extended in connection with its approval of
this application: (1) that BankEast will not establish
any commercial bank facility within the service area of
any office of Guaranty Bank without Board consent;
and (2) that BankEast will not shift assets or liabilitics
from Guaranty Bank to any other subsidiary or from
any other subsidiary to Guaranty Bank.®

Financial and managerial considerations and future
prospects concerning Applicant and its subsidiaries,
including Guaranty Bank, are generally satisfactory.
Except as discussed above, the Board has found that
no other adverse effects are likely to result from
consummation of this proposal. Also, it appears that
the proposed affiliation would produce several public
benefits including the introduction of a new source of
services in Pelham, New Hampshire, where there is
currently only one banking facility. In addition, Guar-
anty Bank’s de novo branch office will introduce
NOW accounts, drive-up facilities, and automated
teller machines to Pelham.

Based upon the foregoing and other considerations
reflected in the record, the Board has determined that
the balance of public interest factors the Board is
required to consider under section 4(¢)(8) is favorable
provided that BankEast and Guaranty Bank abide by
the conditions set forth herein. Accordingly, the appli-
cation is hereby conditionally approved, subject to the
limitations described above relating to the commercial
lending activities of Guaranty Bank and restrictions
relating to tandem operations between BankEast’s
commercial and guaranty savings bank subsidiaries.
This determination is further subject to the conditions
set forth in section 225.4(c) of Regulation Y and to the

7. “*BankEast Corporation’’, 68 FEDERAL REseRVE BurLrrin 116
and 379 (1982); **First Financial Group of New Hampshire, Inc.™, 66
FEDERAL. RESERVE BULLETIN 594 (1980).

8. These conditions would remain effective so long as these institu-
tions, or their successors remain affiliated, However, BankEast may
apply for relief from these conditions when the Regulation Q intercst
rate differential has becn eliminated, or if the Board changes its policy
generally regarding tandem operations.
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Board’s authority to require such modification or
termination of the activities of a holding company or
any of its subsidiarics as the Board finds necessary to
assure compliance with the provisions and purposcs of
the act and the Board’s regulations and orders issued
thercunder, or to prevent evasion thereof,

The transaction shall be made not later than three
months after the cffective date of this Order, unless
such period is extended for good cause by the Board or
by the Federal Rescrve Bank of Boston,

By order of the Board of Governors, effective
Scptember 2, 1982,

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

(Signed) WiLiiamM W. WiLts,

[sEAL] Secretary of the Board.

Bankers Trust New York Corporation,
New York, New York

Order Approving Application to Engage in Certain
Futures Commission Merchant Activities

Bankers Trust New York Corporation, New York,
New York, a bank holding company within the mean-
ing of the Bank Holding Company Act of 1956, as
amended (12 U.S.C. §§ 1841-1849), has applied for the
Board's approval, uader section 4(¢)(8) of the act
(12 U.S.C. § 1843(c)(8)) and section 225.4(b)(2) of the
Board’s Regulation Y (12 C.F.R. § 225.4(b)(2)), to
engage through a de¢ novo subsidiary, BT Capital
Markets Corp., New York, New York (“*“BTCM’), in
acting as a futures commission merchant (an **FCM™)
for nonaffiliated persons, in the exccution and clear-
ance of certain futures contracts on major commodity
exchanges. Such contracts would cover U.S. Govern-
ment securitics (including Government National Mott-
gage Association, or ““GNMA"’ securities), negotiable
money market instruments (including, in particular,
domestic and Eurodollar certificates of  deposit
(*‘CDs™")), foreign exchange, and bullion,

Notice of the application, affording interested per-
sons an opportunity to submit comments and views on
the relation of the proposed activity to banking and on
the balance of public interest factors regarding the
application, has been duly published (47 Federal Reg-
ister 18180 (1982)). The time for filing comments and
views has expired, and the Board has considered the
application and all comments received in light of the
public interest factors set forth in section 4(c)(8) of the
act.
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Applicant is a bank holding company by virtue of its
control of Bankers Trust Company, New York, New
York (“‘Bank’’) and scveral other banks. Applicant
holds total consolidated deposits of $24.9 billion, and
is the sixth largest commercial banking organization in
New York State.' Applicant, through certain of its
subsidiaries, engages in various permissible nonbank-
ing activities.

The Board recently approved an application by J. P,
Morgan & Co. Incorporated, New York, New York
(**Morgan’’), another bank holding company within
the meaning of the act, to engage in FCM activities.?
Applicant’s proposal closely parallels that submitted
by Morgan, and the characteristics of Morgan on
which the Board relied in considering Morgan’s appli-
cation are shared by Applicant. Accordingly, the
Board considers it appropriate to examine Applicant’s
proposal within the same framework the Board used to
consider Morgan’s application.

Closely Related to Banking

In order to approve an application submitted pursuant
to section 4(c)(8) of the act, the Board is first required
to determine that the proposed activity is closely
related to banking or managing or controlling banks. In
approving Morgan’s application, the Board deter-
mined that Morgan’s proposed activities as an FCM,
with respect to the contracts involved in its applica-
tion, would be closely related to banking.* Upon
consideration of all the facts of record, the Board has
determined, for the reasons explained below, that
BTCM’s proposed activities as an FCM, with respect
to the contracts involved in this application, would
also be closely related to banking.

Bullion and Foreign Exchange. In the Board's Or-
der approving Morgan’s application, it was noted
that the Board had determined previously that FCM
activities or their equivalent, with respect to bullion
and foreign exchange, were closely related to bank-
ing. The Board made these earlier determinations in
connection with applications submitted by Republic
New York Corporation, New York, New York,*
and Standard and Chartered Banking Group Ltd.,
London, England.s In deciding that Morgan’s activi-
ties with respect to bullion and foreign exchange
were closely related to banking, the Board applied

1. Banking data as of June 30, 1982,

2. “J. P. Morgan & Co. Incorporated”, 68 FEDERAT RESERVY
BurLreriN 514 (1982),

3. 1d. at S14.

4. “Republic New York Corporation”, 63 FEDERAI RESLRVE
BuLLETIN 951 (1977).

the same factors it employed in reaching these two
earlier determinations to Morgan’s proposal.

Upon examination of the record, it appears that
Applicant’s situation is substantially similar to that
of Morgan. Bank is a New York State bank, and
New York law grants it the authority to buy and sell
bullion and foreign exchange.® Bank presently
trades bullion in London and, since the resumption
of gold trading in the United States, Bank has been
trading bullion in the New York market., FCM
activities in bullion on the part of BTCM would thus
appear to complement Bank’s trading in the cash
bullion markets. In addition, because Bank already
trades in the cash and forward markets in bullion
and foreign exchange for its customers, acting as an
FCM in futures markets for the same commodities
would appear to be an “‘integral adjunct’ to these
present services. Finally, it is reasonable to assume
that market participants for whom Bank trades
would regard futures contracts in bullion and foreign
exchange as the functional equivalent of forward
contracts for some purposes. Accordingly, Appli-
cant’s proposed activity could be considered funda-
mentally a substitute for other services Bank al-
ready provides. On this basis, the board concludes
that Applicant’s proposal to act as an FCM for
bullion and foreign exchange is closely related to
banking.

Government Securities and Money Market Instru-
ments. Applicant’s proposal also involves the exe-
cution and clearance of futures contracts covering
U.S. bonds, Treasury bills, GNMA securities, and
negotiable money market instruments, particularly
domestic and Eurodollar CDs.

As with the Morgan application, the Board has
examined the portion of the record for this proposal
that concerns FCM activities for U.S. bonds, Trea-
sury bills, GNMA securities, and negotiable money
market instruments, in light of Applicant’s experi-
ence in related markets for these instruments. Bank
already trades in futures contracts covering various
U.S. Government and GNMA securities for its own
account. Bank has long been a major participant, for
the account of customers as well as its own account,
in the U.S. Government securities cash market.
Indeed, Bank is a member of the Association of
Primary Dealers, and among the members of the
Association, Bank has been consistently one of the

S. “Standard and Chartered Banking Group, Ltd.”’, 38 Federal

Register 27552 (1973},

6. New York Banking Law § 96.1 (McKinney 1971),



top five dealers in terms of volume over the last five
years. In addition, Bank is alrcady providing a
forward market for the account of customers in
GNMA securitics. Applicant’s experience in these
activitics has provided it with uscful cxpertise in
arcas that arc operationally or functionally similar to
FCM activities for nonaffiliated persons in U.S.
bonds, Treasury bills, and GNMA securitics. Ac-
cordingly, the Board concludes that the proposed
FCM activitics for these instruments would be
closely related to banking.

The Board has also determined, in the circum-
stances of this case, that BTCM’s proposed activi-
tics as an FCM with respect to futures contracts in
negotiable money market instruments would be
closely related to banking. Bank is an active partici-
pant in the cash markets for various money market
instruments, and this expericnce has provided Ap-
plicant with useful expertise in trading the underly-
ing commodity involved in these futures contracts.,
Like futures contracts in U.S. Government securi-
ties, futures contracts in these instruments are used
in large part to hedge against interest-rate risk
associated with holding and trading financial assets
and liabilitics. There appears to be little basis tor
distinguishing between the operational or functional
characteristics of FCM activitics with respect to
contracts in these money market instruments and
those of FCM activities with respect to contracts in
Government sccurities.

Balance of Public Benefits and Adverse Fffects

In order to approve this application, the Board is also
required to determine that the performance of the
proposed activitics by BTCM, “‘can reasonably be
expected to produce benefits to the public, such as
greater convenience, increased competition, or gains
in efficiency, that outweigh possible adverse effects,
such as undue concentration of resources, decreased
or unfair competition, conflicts of interests, or un-
sound banking practices.” (12 U.S.C. § 1843(c)(8)).

Public Benefits

Consummation of the proposal would provide added
convenience to those clients of Bank who trade in the
cash, forward, and futures markets for the commod-
ities involved in this application. The Board expects
that the de novo entry of BTCM into the market for
FCM services would increase the level of competition
among FCMs already in operation. Accordingly, the
Board has concluded that the performance of the
proposed activitics by BTCM can reasonably be ex-
pected to producce benefits to the public.
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Adverse Effects

In its Order approving Morgan’s application, the
Board recognized that the activity of trading futures
contracts involves various types of financial risks and
potential conflicts of interest, and is susceptible to
anticompetitive and manipulative practices. ‘The
Board noted, however, that Congress has addressed
those types of possible adverse effects through the
passage of the Commodity Exchange Act, as amend-
ed,” and the creation of the Commodity Futures Trad-
ing Commission (“CFTC”). The Board also noted that
the CFTC has promulgated regulations to elfectuatc
the provisions of the Commodity Exchange Act*
Applicant has chosen to conduct the proposed activi-
ties through a separately incorporated subsidiary that
would be subject to the Commodity Exchange Act and
CFTC regulation. The Board has considered the im-
pact of the applicable statutes and regulations in its
evaluation of the likelihood that significant adverse
effects regarding conflicts of interests, unsound bank-
ing practices, decreased or unfair competition, or
undue concentration of resources would develop in
this case.

Conflicts of Interests. Conflicts of interest that
could be associated with this proposal fall into two
broad categories: those arising out of the general
business of engaging in FCM activitics, and those
arising out of the particular circumstances of an
FCM that is a subsidiary of a bank holding compa-
ny. Rules and regulations promulgated and enforced
by the CFTC and the relevant futures exchanges
substantially reduce the possibility for significant
conflicts of the first category. In addition, BTCM
has committed that it will, in addition to time-
stamping orders of all customers to the nearest
minute, execute all orders, to the extent consistent
with customers’ specifications, in strictly chrono-
logical sequence, and that BTCM will exccute cach
order with rcasonable prompiness with due regard
to market conditions, The Board concludes that the
risk of conflicts of interest arising from the general
business of an FCM that may result from consum-
mation of the proposal as submitted is not inconsis-
tent with approval.

7. US.C. 88 1-24.

8. For example, CFTC regulations require FCMs to keep detailed
records on many aspects of FOCM activities, such as segregation of
funds and investments made on behalf of customers; (17 C.I0R.
§§ 1.20, .25); prescribe protective procedures for such activities as
buying and selling contracts of two customers on opposite sides of the
same transaction; (17 C.F.R, § {.39); and imposc minimum financial
and related reporting requirements; (17 C.H.R, §§ 1.10-.18).
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With respect to the second category of conflicts,
the Board believes that existing statutory and super-
visory safeguards, together with Applicant’s inter-
nal control procedures, will substantially reduce the
possibility of significant adverse effects. For exam-
ple, section 23A of the Federal Reserve Act® would
require any extension of credit by Bank to BTCM to
be secured by collateral of a value at least 20 percent
greater than the amount of the credit, or at least 10
percent greater than the amount of the credit if
secured by the obligations of any state or political
subdivision of a state. Any loans from Bank to
BTCM'’s customers would be subject to examination
by the Board and appropriate state authorities.

Furthermore, Applicant maintains internal proce-
dures that generally prohibit disclosure among em-
ployees of Applicant and its subsidiarics of confi-
dential information pertaining to customers,
whether received from customers or derived from
internal sources. Finally, as discussed below, the
circumstances of this application alleviate any sub-
stantial concern regarding the possibility of volun-
tary tying. There thus appears to be no significant
danger that conflicts associated with the fact that
BTCM would be a bank holding company subsidiary
will develop under this proposal.

Unsound Banking Practices. An FCM clearing and
executing contracts for nonaffiliated persons is gen-
erally exposed to several types of financial risks.
However, the Board believes that Applicant’s com-
petence, experience, and resources sufficiently
equip BTCM to deal with these risks. Furthermore,
the Board believes that the Commodity Exchange
Act and CFTC regulations are significant factors in
ameliorating the general hazards of the FCM activi-
ties proposed in the application.'?

As an FCM for nonaffiliated persons, BTCM
would be contractually liable for nonperformance by
a customer of BTCM on each futures contract
traded by BTCM for that customer. Similarly, in
some circumstances, BTCM could be obligated to
meet a margin call delivered to a customer of
BTCM. Applicant and its subsidiaries appear well
prepared to deal with these potential obligations.
The risks that a customer of BTCM would default on
a contract or fail to meet a margin call are essentially
credit risks of a type Bank has significant expertise

9. 12 U.S.C. § 371c.

10. Among the provisions the Board has considered in this regard
are the CKFTC’s net capital requirements, (17 C.F.R. §§ 1.17(a),
A7(e)(2), L 17(e)(3), .52(a)), and the sections of the Commodity Ex-
change Act granting the CFTC the authority to establish position
limits and approve or disapprove daily price movement limits on
futures contracts, (7 U.S.C. §§ 6a, 7a(12)).

in evaluating. In addition, the record indicates that
BTCM would ecmploy a high degree of credit selec-
tivity in choosing its customers, who will include
institutional and commercial clients of Bank,

Applicant’s proposal differs from Morgan’s pro-
posal in that Applicant does not initially anticipate
that BTCM will be a member of the exchanges with
which it deals. Accordingly, BICM would not ini-
tially be exposed to contingent liability that cxists
through the assessment provisions of clearing asso-
ciation guaranty funds. Applicant has indicated that
BTCM may in future stages of its proposed opera-
tions become a clearing member of the exchanges it
deals with.

Should BTCM become a member of an exchange
or clearing association, the degree of risk to Appli-
cant associated with providing BTCM’s services
could be increased through the practice of certain
exchanges or clearing associations of requiring the
parent corporation of a clearing member to also
become a member of that c¢xchange or clearing
association. Applicant has committed that B'TCM
would not, without the prior consent of the Board,
become a clearing member of any exchange whose
rules impose such a requircment that has not waived
that requirement for Applicant.

On the basis of all the facts of record, the Board
has concluded that the inherent risks of providing
FCM services for nonaffiliated persons under the
circumstances of this proposal are manageable in
view of the expertise and resources of Applicant and
its subsidiaries, the commitments cntered into by
Applicant and BTCM, and the regulatory environ-
ment in which the FCM activitics would be
conducted.

Decreased or Unfuair Competition. It is conceivable
that a commercial bank in Bank’s position could
exert pressure on its customers to use the services
of the bank’s affiliated FCM, or that a borrower
could perceive that its use of an affiliated FCM
could secure more favorable terms for the borrower
in the borrower’s banking business. As the Board
noted in its Order approving the Morgan applica-
tion, compulsory tying arrangements are prohibited
by the Bank Holding Company Act, and voluntary
tying can only take place when a firm possesses
significant market power.'t However, as was the
case with Morgan, it appears that Applicant lacks
the requisite market power for voluntary tying to
occur, in view of the substantial competition among
FCMs and in commercial lending. In addition, Ap-

11. “Citicorp™ (Citicorp Person-to-Person Financial Center of
Connecticut, Inc.), 67 FEDERAI RESERVE BULLF1IN 443, 446 (1981).



plicant has committed that BTCM will advisc cach
of BTCM’s customers in writing that doing business
with BTCM will not in any way affcct any provision
of credit to that customer from Bank or any other
subsidiary of Applicant.

Conclusion

On the basis of all the facts of record, the Board has
determined that in the circumstances of this case, the
provision by BTCM of the proposed FCM services to
nonaffiliated persons would not result in decreased or
unfair competition, conflicts ol interests, unsound
banking practices, or undue concentration of resources
in either commercial banking or the market for FCM
services. In considering this application, the Board has
taken all the relevant facts of record into account. In
the circumstances of Applicant’s proposal, the Board
believes it is appropriate to give special consideration
to the following features of the application:
[. BTCM will not trade for its own account,
2. The instruments and precious metals upon which
the proposed futures contracts are based are essen-
tially financial in character and the contracts are of a
type that a bank may execute for its own account.
3. BTCM has an initial capitalization that is in
substantial excess of that required by CEFTC regula-
tions, and will maintain fully adequate capitaliza-
tion.
4. BTCM and Bank have cntered into a {ormal
service agreement that specifies the services that
Bank will supply to BTCM. These services include
the assessment of customer credit risk and continu-
ous monitoring of customer positions and monitor-
ing the status of customer margin accounts.
5. Through its proposed service agreement with
Bank, BTCM will be able to assess customer credit
risks, and will take such assessments into consider-
ation in establishing appropriate position limits for

each customer, both with respect to each type of

contract and with respect 1o the customer’s aggre-
gate position for all contracts.

6. Applicant has committed that BTCM would not,
without the prior consent of the Board, become a
clearing member of any exchange whose rules re-
quire the parent corporation of a clcaring member to
also become a clearing member, unless the require-
ment is waived with respect to Applicant.

7. BTCM has committed that it will, in addition to
time-stamping orders of all customers to the nearest
minute, execute all orders, to the extent consistent
with customers’ specifications, in strictly chrono-
logical sequence, and that it will execute all orders
with reasonable promptness with due regard to
market conditions.
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8. Applicant and its subsidiarics have demonstrated
expertise and established capability in the cash,
forward, or futures markets for each of the contracts
involved.

9. Applicant will require BTCM to advise each of'its
customers in writing that doing business with BTCM
will not in any way affect any provision of credit to
that customer by Bank or any other subsidiary of
Applicant.

10. Applicant is adequately capitalized to engage in
additional nonbanking activities.

11. BTCM will not extend credit to customers for
the purpose of meeting initial or maintenance margin
required of customers, subject to the limited excep-
tion of posting margin on behalf of customers in
advance of prompt reimbursement,

Based upon the foregoing and other considerations
reflected in the record, the Board has determined that
the public benefits associated with consummation of
this proposal can reasonably be expected to outweigh
possible adverse effects, and that the balance of the
public interest factors, which the Board is required to
consider under section 4(¢c)(8) of the act, is favorable,
Accordingly, the application is hereby approved.'?

This determination is subject to the conditions set
forth in section 225.4(c) of Regulation Y and the
Board’s authority to require such modification or
termination of the activitics of a holding company or
any of its subsidiaries as the Board finds necessary to
assure compliance with the provisions and purposes of
the act and the Board’s regulations and orders issued
thereunder, or to prevent evasion thereof.

The proposed activities shall not commence later
than three months after the effective date of this
Order, unless such period is exteaded for good cause
by the Board or by the Federal Reserve Bank of New
York.

By order of the Board of Governors, citective
September 20, 1982,

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

{Signed) JAMES MCAFEE,

[sEAL] Associate Secretary of the Board.

12. The Board notes that the circumstances of this application ditler
from those of a recent application submitted pursuant to section 25(u)
of the Federal Reserve Act. **Bankers [nternational Corporation”, 67
FrprRraL RESERVE Burierin 364 (1981). That application involved
brokerage activities with respect to futures contracts covering greasy
wool, live cattle, and boneless beef. In addition, the regulatory
environment in which the activities proposed in the earlier application
would have taken place difters in key respects from that involved in
this application.
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Citicorp,
New York, New York

Order Approving Acquisition of Savings and Loan
Association

Citicorp, New York, New York, a bank holding com-
pany within the meaning of the Bank Holding Compa-
ny Act, has applied for the Board’s approval under
section 4(c)(8) of the act (12 U.S.C. § 1843(¢c)(8)) and
section 225.4(b)(2) of the Board’s Regulation Y
(12 C.F.R. § 225.4(b)(2)), to acquirc 100 percent of the
voting shares of Fidelity Federal Savings and Loan
Association of San Francisco, San Francisco, Califor-
nia (‘*Fidelity”’), and its wholly-owned service corpo-
ration. Fidelity is a federally chartered and insured
savings and loan association and is the successor by
supervisory conversion of Fidelity Savings and Loan
Association, San Francisco, California, a California
guarantee stock savings and loan association, that was
closed by the State of California on April 13, 1982, and
placed under the receivership of the Federal Savings
and Loan Insurance Corporation (“FSLIC").!

By letters, dated August 13 and September 8§, 1982,
the Federal Home lL.oan Bank Board (“FHLBB”)
requested that the Board act expeditiously upon this
application in light of the emergency nature of the
situation at Fidelity and its deteriorating financial
condition. In light of this request, the Board promptly
published notice of the application in the Federal
Register, providing twenty-one days for interested
persons to comment on the application, In addition, in
order to provide a full opportunity for public com-
ment, the Board ordered informal hearings on the
application in both Washington, D.C., and San Fran-
cisco, California, to receive comments and testimony
from interested persons on the application and to allow
interested persons to question Citicorp concerning its
proposal.

In response to its request for comment on this
application, the Board received thirty-five written
comments opposing the acquisition (‘‘protestants’)
and eleven favoring the acquisition. Ten general com-
ments were received that did not take a position on the
proposal. In addition, the Board received sworn testi-
mony from twenty-three persons who appeared at the
two hearings, as well as statements and other docu-
ments submitted by the participants at the hearings.
As discussed below, a number of protestants request-
ed that the Board order a formal hearing on the
application.

1. Fidelity is currently operated as a mutual association. In order to
effect consummation of the proposal, Fidelity will be converted trom a
mutual association and issued a charter as a stock federal savings and
Joan association,

The Board has carefully constdered the issues raised
by the protestants in writing or in oral testimony and,
in the Appendix attached to this Order. which is an
integral part hereof, the Board has analyzed these
comments and evaluated their relevance to the
Board’s conclusions in light of the factors set forth in
section 4(c)(8) of the act. In addition, the findings of
the Board pursuant to section 4(c)(8) of the act are
elaborated in the Appendix. Based upon the record
before the Board in this matter, the Board makes the
following findings.

Citicorp, with total consolidated assets of $120.1
billion and deposits of $74.5 billion, is the second
largest banking organization in the United States.?
Citicorp operates three subsidiary banks: Citibank,
N.A., New York, New York (**Citibank’’), the second
largest commercial bank in New York with $21.9
billion in domestic deposits, representing 12.3 percent
of the deposits in commercial banks in New York (as
of June 30, 1981); Citibank (New York State), N.A.,
Buffalo, New York; and Citibank (South Dakota),
N.A., Sioux Falls, South Dakota.? Citicorp also con-
trols numerous nonbanking subsidiaries located
throughout the United States, including subsidiaries
engaged in consumer lending, mortgage lending, mort-
gage scrvicing, industrial banking, and commercial
lending in California.

Fidelity is a savings and loan association headquar-
tered in San Francisco, California, which operates
eighty-one offices in California, primarily in the San
Francisco area, and has regulatory approval for three
additional offices. Fidelity, with total asscts of $2.9
billion, is the 16th largest savings and loan association
in California and the 42nd largest in the United States.,
Fidelity is primarily engaged in taking savings deposits
and making loans to individuals secured by mortgages
on real property. Fidelity also owns a service corpora-
tion that operates in the States of Hawaii and Nevada
and that engages in the activities of mortgage broker-
ing, loan servicing, mortgage lending, real estate de-
velopment, and the sale and leasing of equipment to
Fidelity.

Citicorp’s banking subsidiaries and Fidelity operate
in separate markets. Fidelity operates in ten California
SMSAs, where it controls from .24 percent to 3.7
percent of the total deposits in commercial banks and
savings and loan associations in those markets.4 Citi-

2. Unless otherwise indicated, all financial data are as of June 30,
1982,

3. Citicorp received Board approval on July 21, 1982, to acquire
Citibank (Delaware), Witmington, Delaware, a proposed new bank,
“Citicorp”’, 68 FEDERAL RESERVE BULLETIN 499 (1982).

4. Fidelity’s highest market share of 3.7 percent is in the Vallgjo-
Fairfield-Napa SMSA, where it ranks as the sixth largest depository
institution.



corp operates approximately twenty offices of its
nonbank subsidiarics in California, including industrial
loan company offices that engage in limited deposit-
taking activities. Those offices that engage in the same
activities as Fidelity have only insignificant market
shares and are located primarily in southern Califor-
nia, whereas Fidelity is located primarily in northern
California. For example, in originating first mortgages,
Citicorp and Fidelity together account for less than
1.5 percent of the total volume of mortgages originated
in California. Citicorp’s share of deposits among
all deposit-taking institutions in California is also
insignificant.

Citicorp’s application to acquire Fidelity was filed
and has been considered by the Board under section
4(c)(8) of the Bank Holding Company Act, which dcals
with the permissible nonbanking activitics of a bank
holding company. As cxplained in the Appendix to this
Order, the Board believes that a federally insured
savings and loan association that ofters NOW ac-
counts and that exercises no greater commercial lend-
ing powers than are now permitted to federal savings
and loan associations under the Home Owners’ Loan
Act (““HOIL.A’") is not a bank for purposcs of the act.
In this connection, the Board also notes that the
acquisition and ownership of Fidelity is subject to the
Savings and Loan Holding Company Act Amend-
ments of 1967 (“S&L.HC Act’)." Thus, the Board
concludes that Fidelity is not a ‘‘bank’ under the act,
that Citicorp’s application is properly filed under sec-
tion 4 of the act, and that the interstate banking
prohibition of scction 3(d) of the act® does not bar
Board approval of this application.

Section 4(¢)(R) of the act authorizes a bank holding
company to acquire a nonbank company if the activi-
tics of the nonbank company arce determined by the
Board to be “*so closely related to banking or manag-
ing or controlling banks as to be a proper incident
thereto.”’” The Board has determined previously that
the operation of a savings and loan association is
closely related to banking® and reaffirms that determi-
nation in this Order.

With respect to the “*proper incident’ requirement,
section 4(c)(8) of the act requires the Board to consider
whether the performance of the activity by an affiliate
of a bank holding company ‘‘can reasonably be cx-

5. 12 U.S.C. § 17304,

6. 12 U.S.C. § 1842(d).

7. 12 U.S.C. § 1843(c)8).

8. ““American Fletcher Corporation’, 60 [':DERAL RESERVE BuI -
LETIN 868 (1974); “*D. H. Baldwin & Co0.”, 63 FEDERAL RESLRVE
Bur N 280 (1977); “Interstate Financial Corp.”, 68 FEDERAL
RESERVE BUl Ly rin 316 (1982). A recent Board stalt study of thrift
institutions supports the view that operating a thrift institution is
closely related to banking. **Bank Holding Company Acquisitions of
Thrift Institutions’, September 1981,
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pected to produce benefits to the public, such as
greater convenience, inereased competition, or gains
in efficiency that outweigh possible adverse effects,
such as undue concentration of resources, decreased
or unfair competition, conflicts of interests, or un-
sound banking practices.”

In 1977, the Board considered the general question
whether savings and loan association (*‘S&I1.”") activi-
ties are a proper incident to banking. At that time, the
Board determined that, as a gencral matter, S&L
activities were not a proper incident to banking be-
cause the potential adverse effects of generally allow-
ing affiliations of banks and savings and loan associa-
tions were then sufficiently strong to outweigh such
public benefits as might result in individual cases.
“D. H. Baldwin & Co.”", 63 FEDERAL RESERVE Bul -
LETIN 280 (1977).

Because of the considerations claborated in D, H.
Baldwin & Co., the Board has not been prepared to
permit bank holding companies to acquire thrift insti-
tutions on a general basis. However, the Board has
consistently regarded the Bank Holding Company Act
as authorizing the Board to permit such an acquisition.
As the problems of the thrift industry began to become
more acute in 1981, the Board advised Congress that,
in the absence of enactment of emergency thrift acqui-
sition legislation, the public interest might dictate that
the Board use its existing authority under the act to
approve interindustry acquisitions on a case by case
basis. The Board indicated that, in the case of a failing
thrift institution, any adverse effects of a bank holding
company affiliation with a thrift might be overcome by
the public benefits associated with preserving the
failing institution. In April of this year, the Board
approved such an application in order to prevent the
failure of a thrift institution.’

In a letter, dated August 13, 1982, FHLBR Chair-
man Richard Pratt informed the Board that the
FHLBB had selected Citicorp as the winning bidder
for Fidelity and urged the Board to act promptly on the
Citicorp application in view of the deteriorating finan-
cial condition of Fidelity and its continued deposit
outflows, earnings losses and continued and increasing
need for assistance. In a further letter of September 8,
1982, Chairman Pratt advised the Board that there is
no evidence that the rate of decline in Fidelity’s
position will slow or that its condition can improve
unless it is acquired by an institution with greatly
superior resources that can rebuild public confidence
in the institution.

Fidelity’s predecessor was placed in receivership on
April 13, 1982, more than five months ago, and Fideli-
ty’s condition has steadily deteriorated since that time,

9. “lInterstate Financial Corporation’, supra note §.
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Fidelity continues 10 lose deposits at a rate in excess of
$1 million per day and to experience operating losses,
estimated at over $200,000 per day. Fidelity has now
exhausted its net worth and, as contemplated at the
time the FHLBRB authorized the FSLIC to transfer the
assets and liabilities of Fidelity’s predecessor to Fidel-
ity, Fidelity’s net worth will be maintained by ad-
vances from the FSLIC, absent consummation of
Citicorp’s proposal.

In view of the determination by the FH1.BB, the
primary supervisory authority for Fidelity, with re-
spect to the emergency financial condition at Fidelity,
the substantial savings to the FSLIC through the
Citicorp proposal, the present circumstances of the
thrift industry and the financial condition of a large
number of its members, and the other tavorable public
benefit considerations listed in the Appendix, the
Board has determined that consummation of the Citi-
corp proposal, as specifically conditioned in this Ort-
der, may reasonably be ¢xpected to result in substan-
tial public benefits. These benefits include increased
competition and greater convenience to the public
through the restoration of Fidelity as an cffective
competitor and through Citicorp’s stated commit-
ments to meet the credit needs of Fidelity’s communi-
ties. In its evaluation of the public benefits in this casce,
the Board also has taken into account the beneficial
effect on the financial community as a whole of
implementing an additional mechanism for the solution
of the difficult problems for the thrift industry and the
federal insurance funds posed by the poor carnings
sttuation of this industry,

In the exercise of its responsibility under the act, the
Board has carefully considered whether Citicorp’s
financial and managerial resources are adequate to
effect the proposed acquisition of Fidelity. The Board
notes that Citicorp has extensive experience in both
the consumer banking and consumer finance arcas and
appears fully capable of revitalizing a consumer orient-
ed depository institution such as Fidelity. In its evalu-
ation of Citicorp’s financial resources, the Board has
reviewed relevant data from Citicorp’s inspection re-
ports and the examination reports of its subsidiaries as
well as official reports and filings with the Board,
including data on Citicorp’s loan portfolio. Based upon
this review, the Board concludes that the proposed
acquisition would not represent a significant additional
burden on Citicorp’s financial resources, particularly
in view of Fidelity’s size in relation to that of Citicorp.
Although the Board has noted, with respect to both
Citicorp and other large multinational banks, a long
term trend toward lower capital ratios, the Board also
has taken into account as a favorable factor the
improvement in Citicorp’s capital over the past one
and onc-half years and the recent improvement in its

carnings. The Board expects that Citicorp will contin-
ue its cfforts to improve its capital position and will
take such efforts into consideration in acting on appli-
cations for further expansion of Citicorp’s activities.
On balance, the Board concludes that Citicorp has
both the financial and managerial resources needed to
acquire Fidelity and make it a viable competitor with-
out significant adverse effects on Citicorp.

As explained in the Appendix, the Board has reex-
amined, in the context of this application, the general
adverse factors cited in the Board’s D. H. Baldwin
decision, including regulatory conflict, erosion of insti-
tutional rivalry and the potential for undermining
interstate banking prohibitions, and has determined
that these adverse effects are outweighed by the
substantial public benefits that are expected to result
from the restoration of Fidelity as an effective
compctitor.

In addition, the Board has considered other possible
adverse cffects that might be associated with this
particular application, including the potential for de-
creased or unfair competition, conflicts of interests,
financial risks, diversion of funds, participation in
impermissible activities, evasion of interest rate limita-
tions, unsound banking practices, and undue concen-
tration of resources.

In view of Citicorp’s limited presence in the relevant
California markets served by Fidelity, the number and
size of financial organizations operating in these Cali-
fornia markets, the legal prohibitions against Citi-
corp’s expansion of its bank subsidiaries into Califor-
nia, and the fact that Fidelity is a failing institution
with limited competitive vigor, the Board concludes
that this proposal would not have any significant
adversc effects on existing or potential competition in
any relevant market. Indeed, the proposed acquisition
will have a substantial beneficial impact on competi-
tion by ensuring the continued operation of Fidelity as
a viable institution through access to the financial and
managerial resources of Citicorp.

The affiliation of Citicorp and Fidelity also is not
likely to result in unfair competition in view of the
various conditions imposed by the Board that require
Fidelity to be operated independently and not utilized
to further or enhance the activitics of Citicorp’s other
subsidiaries. In addition, Fidelity’s activities will be
limited to those permissible under the act and its
offices will be limited to locations at which banks
located in California may establish branches.

To guard against possible adverse effects of affili-
ation in this case between a banking organization and a
savings and loan association, including the potential
for unfair competition and diversion of funds, the
Board has established the following as conditions for
its approval of the application:



1. Citicorp shall operate Fidelity as a federal sav-
ings and loan association having as its primary
purpose the provision of residential housing credit.
Fidelity shall limit its activitics to those permitted to
federal savings and loan associations currently un-
der the Home Owners’ Loan Act and to bank
holding companics and their subsidiaries under sec-
tion 4(c)(8) of the Bank Holding Company Act,
These limitations shall apply to Fidelity’s wholly-
owned service corporation, Fidelity Subsidiary Cor-
poration, which shall have two years from the date
of this Order to complete the divestiture of its
impermissible real estate development projects.

2. Fidelity shall not establish or operate a remote
service unit at any location outside California.

3. Fidelity shall not establish or operate branches at
locations not permissible for national or state banks
located in California. w0

4. Fidelity shall be operated as a separate, indepen-
dent, profit-oriented corporate entity and shall not
be operated in tandem with any other subsidiary of
Citicorp. Citicorp and Fidelity shall limit their oper-
ations to cffect this condition, and shall observe the
following conditions: (a) No banking or other sub-
sidiary of Citicorp shall link its deposit-taking activi-
ties to accounts at Fidelity in a sweeping arrange-
ment or similar arrangement. (b) Neither Citicorp
nor any of its subsidiaries shall solicit deposits or
loans tor Fidelity; nor shall Fidelity, directly or
indirectly, solicit deposits or loans for any other
subsidiary of Citicorp.

5. To the extent necessary to ensure independent
operation of Fidelity and prevent the improper di-
version of funds, there shall be no transactions
between Fidelity and Citicorp or any of its subsidiar-
ics without the prior approval of the Federal Re-
serve Bank of New York, This limitation encom-
passes the transfer, purchase, sale or loan of any
assets or liabilitics, but does not include infusions of
capital from Citicorp or the payment of dividends by
Fidelity to Citicorp.!!

6. Citicorp shall not change Fidelity’s name to
inctude the word “*bank’ ot any other term that
might confusc the public regarding Fidelity’s status
as a nonbank thrift institution.

7. Fidelity shall not convert its charter to that of a
state savings and loan association or other state
chartered thrift institution or to a national or state

10. The Federal Reserve Bank of New York s hereby delegated
authority to act on applications by Citicorp to open additional offices
of Fidelity under scction 225.4(b)( 1} of Regulation Y. (12 C.F.R.
§ 225.4(b)X1)).

[1. The Board does not consider any extension of credit by Citicorp
to Fidelity that is nccessary to maintain Fidelity’s liquidity or general
financial integrity to be covered by this limitation,
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commercial bank without the Board’s prior ap-

proval.

The Board concludes that consummation of the
proposal, subject to the conditions set out in this Order
and the Appendix thereto, may not reasonably be
expected to result in conflicts of interests, unsound
banking practices, undue concentration of resources,
or other adverse elfects,

The Board also has considered the contention that
the FSLIC erred in not accepting a bid from one of the
California savings and loan associations that bid for
Fidelity. The selection of the most favorable bid for
Fidelity is a matter committed to the jurisdiction of the
FSLIC and the Board concludes that proper adminis-
tration of the law requires that there should be only
one administrative decision on this issue. The law
assigns to the Board the responsibility under section
4(c)(8) of the Bank Holding Company act for a deter-
mination of the public benefits and adverse effects of
the application before it—the Citicorp application—
and the Board has discharged that responsibility in this
Order.

Based upon the foregoing and other facts and cir-
cumstances reflected in the record and as more fully
sct forth in the Appendix, the Board has determined
that the acquisition of Fidelity by Citicorp would result
in substantial and compelling public benefits that are
sufficient to outweigh any adverse cffects that may
reasonably be expected to result from this proposal.,
including any potential adverse effects of the affiliation
of a commercial banking organization with a thrift
institution. Accordingly, the application is approved
subject to the conditions and limitations described in
this Order, the Appendix hereto, and the record of this
application.

‘The Board has also considered the requests of a
number of commenters that the Board delay action on
the application in order to allow for Congressional
action on bills now pending before Congress that, if
enacted, would establish specific procedures for ac-
quisition of a failing thrift institution by a bank holding
company.'? The Board notes that the proposed legisla-
tion would not prohibit Board approval of this applica-
tion, but rather would facilitate the acquisition of
failing thrifts by bank holding companies across state
lines. Moreover, the FHLBB has advised that the
procedures utilized in the Fidelity bidding process
gencrally complied with the terms of these bills; that
an extensive attempt, over a long period of time, was
made to find interested and capable bidders from
within the industry; that a broad range of bidders,
including banks and savings and loan associations,

127. H.R. 4603, 97th Cong., st Sess. (1981), S, 2879, 97th Cong., 2d
Sens, (1982).
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were initially invited to bid; that a rebidding was
organized at which California financial institutions
were given an opportunity to better or equal Citicorp’s
bid; and that, accordingly, the basic concepts con-
tained in both versions of these bills were embodied in
the procedure by which the FSLIC decided to accept
the Citicorp proposal.

In view of these considerations, the Board’s estab-
lished legal authority to authorize the acquisition, the
request of the FHL.BB for expedited trecatment of the
application in view of the emergency situation of
Fidelity, the clear public benefits of the application,
and the costs and uncertainties of delay, the Board has
determined that it would not be in the public interest to
delay a decision on the application.

The Board has also carefully considered the re-
quests of several protestants that the Board hold a
formal hearing regarding Citicorp’s proposal. For the
reasons specified in the Appendix to this Order, the
Board does not believe a formal hearing is required or
appropriate in this case and, accordingly, denies the
requests of the protestants for a formal hearing.

Several protestants have requested that, in the event
the Board approves the proposed acquisition, the
Board stay the effective date of the approval pending
judicial review of the Board’s action. The Board has
reviewed these requests in light of the factors general-
ly applied by the courts on stay requests and, based
upon that review as explained in the Appendix to this
Order, does not belicve that a stay of the Board’s
Order in this case is appropriate or in the public
interest. Accordingly, the Board hereby denies protes-
tants’ request for a stay of the Board’s Order.

By Order of the Board of Governors, effective
September 28, 1982.

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

(Signed) JAMES MCAFEE,
[SEAL] Associate Secretary of the Board.
Appendix

In connection with its decision on the application of
Citicorp, New York, New York, under section 4(c)(8)
of the Bank Holding Company Act to acquire Fidelity
Federal Savings and Loan Association of San Francis-
co, San Francisco, California (‘‘Fidelity’’), the Board
issues the following statement containing additional
findings of fact and conclusions of law with respect to,
and the Board’s analysis of the issues raised by, the
application and the comments received.!

7 1. Among the protestants to the application were the Independent
Bankers Association of America (“'IBAA’), the U.S. League of

Fidelity's Status as a Nonbank under the Bank
Holding Company Act

In its evaluation of the application, the Board consid-
ered the objections of a number of the protestants that
Fidelity should be regarded as a “‘bank’” for purposes
of the act; that Citicorp’s application to acquire Fideli-
ty was, therefore, improperly filed under the nonbank
provisions of section 4(c)}(8) of the act and should have
been filed, and should be considered by the Board,
under section 3 of the act, which requires prior Board
approval before a bank holding company such as
Citicorp may acquire control of a bank; and that,
because Fidelity is a bank, Board approval of its
acquisition by an out-of-state bank holding company
such as Citicorp is barred by scction 3(d) of the act.2
Section 3(d) prohibits the Board from approving an
application by a bank holding company to acquire an
interest in a bank located outside of the state in which
the operations of the bank holding company’s subsid-
ijary banks are principally conducted (in Citicorp’s
case, the state of New York), unless such an acquisi-
tion is expressly permitted by the law of the state in
which the acquiree bank is located.

The act defines a bank as an institution that accepts
deposits that the depositor has a legal right to with-
draw on demand and that is engaged in the business of
making commercial loans.? As a federal savings and
loan association, Fidelity is authorized to offer NOW
accounts and to engage in certain limited commercial
lending activities.* Based on the terms and legislative
history of the act, the Board has previously deter-
mined that, because of the check-like powers of NOW
accounts and because they generally perform the same
function as demand deposits, NOW accounts satisfy
the demand deposit test in the definition of “‘bank’” in
the act.’

As indicated, the Board believes that a federally
insured savings and loan association that offers NOW
accounts and exercises no greater commercial lending
powers than are now permitted to a federal savings

Savings Associations (*‘U.S. League’), the California Bankers Asso-
ciation, the California Savings and 1.oan League, and the Conference
of State Bank Supervisors,

The California financial institutions supervisory authorities also
appeared at the informal hearing in San Francisco to express their
concerns with the application and to urge delay of any Board decision
pending Congressional action on emergency thrift acquisition legisla-
tion. The state representatives expressed concern over the interstate
nature of the acquisition as well as the impact it might have on
California financial institutions and indicated that the Board should
hold a formal hearing to explore and evaluate these questions.

2. 12 U.S.C. § 1842(d).

3. 12 U.8.C. § 1841(c).

4. 12 U.S.C. §§ 1464(b) and (¢) and 1832, Fidelity offers NOW
accounts and has outstanding about $190 million in commercial real
estate loans, representing about 6 percent of Fidelity's total assets.

5. **First Bancorporation™, 68 FEDERAI RESERVE BULLETIN 253
(1982).



and loan association under the Home Owners’ Loan
Act of 1933, as amended (““HOLA™) is not a *‘bank”’
for purposes of the act.® In reaching this decision, the
Board has relied on the fact that the lending activities
of federal savings and loan associations have histori-
cally been highly specialized and, under current statu-
tory and regulatory provisions, continue to be concen-
trated in home mortgages. HOLA expressly provides
that the primary purpose of a federally chartered
savings and loan association is the provision of resi-
dential credit.”

In this regard, the Board also notes that Congress
has designed a separate and independent statutory
structure for the regulation of federally insured savings
and loan associations and their holding companies.
While Congress has recently permitted federal savings
and loan associations to engage in limited non-residen-
tial mortgage lending, Congress has left intact a sepa-
rate statutory and regulatory framework for the opera-
tion and ownership of federally insured savings and
loan associations and banks. In the Board’s view, this
provides a strong indication of Congressional intent
that a federally insured savings and loan association
not be subject to the act as a bank. Federal savings and
loan associations are included within the definition of
“thrift institution’ under section 23) of the act
(12 U.S.C. § 1841(i)). This differentiation between
banks and thrift institutions in the definitional sections
of the act provides additional support for the conclu-
sion that federal savings and loan associations that
engage in activitics no broader than permitted by the
terms of the HOLA are not ‘‘banks’ within the
meaning of the act.®

For these reasons, the Board concludes that Fidelity
is not a bank under the act and its acquisition by
Citicorp is not barred by section 3(d) of the act.” As

6. “‘First Bancorporation™, 68 FEDERAI RESERVE BulLETIN 253
(1982); ‘‘Interstate Financial Corp.”’, 68 Frpreral ReskRvE BULik-
1IN 316 (1982). The industrial loan company involved in First Bancor-
poration offered NOW accounts and made commercial loans in excess
of the amount permitted to a federal thritt. Consequently, the Board
concluded that it was “‘bank’’ for purposes of the act, On the other
hand, the state chartered and insured savings and loan association in
Interstate did not make commercial loans and committed to secure
FSLIC insurance, and thus the Board determined that it was not a
“bank.”

7. 12U.8.C. § 1464, Under the HOLA, a Federal savings and loan
association is not permitted to engage in general commercial lending.
It may, however, invest up to 20 percent of its assets in commercial
real estate loans and may invest an additional 20 percent of its assets
in commercial paper. (12 U.S.C. § 1464(c)(2)(A) and (B)). Fidelity's
current foan portfolio appears permissible under the HOLA.

8. The Board notes that Congress has under consideration legisla-
tion that would expand the commercial lending authority of federal
savings and toan associations and that would specifically exempt an
association exercising such expanded commercial lending authority
from the definition of bank in the act. 8.2879, 97th Cong.. 2d Sess.
§ 333 (1982).

9. The nonbank provisions of section 4 of the act do not have an
interstate prohibition similar to that in section 3d) of the act. Lewis v,
BT Investment Managers, Inc., 447 U.S. 27 (1980). Therc is a
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noted, the Board has required, as a condition of its
approval, that Citicorp maintain Fidelity as a federal
savings and loan association subject to the restrictions
of HOLA. An expansion of Fidelity’s activitics be-
yond that now permitted to a federal savings and loan
association would represent a significant alteration of
Fidelity’s activitics and would require prior Board
approval under section 225.4(c) of Regulation Y
(12 C.F.R. § 225.4(c)).

The Operation of a Savings and Loan Association is
Closely Related to Banking

Section 4 of the Bank Holding Company Act generally
prohibits a bank holding company from cngaging,
either directly or through a subsidiary, in nonbanking
activities, that is, in activitics other than those of
banking or managing or controlling banks.' The prin-
cipal exception to this prohibition is contained in
section 4(c)8) of the act, which authorizes a bank
holding company to acquire a company engaged in
activities that ‘‘the Board after due notice and oppor-
tunity for hearing has determined (by order or regula-
tion) to be so closely related to banking . . . astobe a
proper incident thereto.””"! In making the determina-
tion whether an activity is a proper incident to bank-
ing, section 4(¢c)(8) requires that:

the Board shall consider whether its performance by
an affiliate of a holding company can recasonably be
expected to produce benefits (o the public, such as
greater convenience, increased competition, or gains
in efficiency, that outweigh possible adverse effects,
such as undue concentration of resources, decreased
or unfair competition, conflicts of interests, or un-
sound banking practices.'?

Section 4(¢)(8) thus requires the Board to make two
separate findings in order for a nonbanking activity to

provision in the S&I.HC Act that prevents a savings and loan holding
company from acquiring an intcrest in an msured institution that
would result in the tormation of a multiple savings and loan holding
company controlling an “‘insured institution™ in more than one state
(12 U.S.C. § 1730a(e)(3)). Because none of Citicorp’s currently-
owned bank or nonbank subsidiaries is included within the definition
of “insured institution” under the S&1.HC Act, the proposed acquisi-
tion does not violate this prohibition.

Several protestants have claimed that Fidelity will be operated as a
branch of Citicorp’s subsidiary banks and thereby violate the McFad-
den Act prohibitions against interstate branching (12 U.S.C. § 36).
The Board has considered this claim and finds that Fidelity will not
take deposits nor solicit or make loans on behalf of any Citicorp
subsidiary bank. In addition, Fidelity will be operated separately and
independently from Citicorp’s bank subsidiaries and, as noted in the
Order, the Board has imposcd conditions to ensure such separate
operation and to prevent tandem operations. On this basis, the Board
concludes that Fidelity will not be operated as a branch of any
Citicorp subsidiary bank, and its operation as a subsidiary of Citicorp
will not contravene the McFadden Act.

10. 12 U.S.C. § 1843(a)(2).

11, 12 U.S.C. § 1843(c)(8).

12, 1d.
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be permissible for a bank holding company.'* First,
the Board must determine whether the activity is
“closely related to banking,” that is, whether as a
general matter the activity is permissible for bank
holding companies. Second, the Board must determine
whether the performance of the proposed activity by
an applicant bank holding company may reasonably be
expected to produce public benefits that outweigh
possible adverse effects.

On a number of occasions over the past ten years,
the Board has considered, both in the context of a
rulemaking proceeding and specific applications,
whether the operation of a savings and loan associa-
tion by a bank holding company is a permissible
activity for a bank holding company under the closely
related and proper incident tests in section 4(c¢)(8) of
the act. In 1974, the Board concluded, on the basis of
a record compiled after notice and a rulemaking hear-
ing in which numerous parties participated, that the
operation of a savings and loan assocation is closely
related to banking within the meaning of section 4(c)8)
of the act.'s The Board, however, denied the applica-
tion because the applicant failed to demonstrate that it
could satisfy the proper incident to banking test, that
is, that the reasonably expected public benefits of the
proposal outweighed possible adverse effects.'* In a
number of cases decided since that time, the Board has
consistently held to the position that the operation of a
savings and loan association is closely related to
banking.!”

In this case, the Board reaffirms its view as ex-
pressed in American Fletcher Corp., and in other
decisions, that the operation of a savings and loan
association is an activity that is closely related to
banking. Both banks and savings and loan associations
are financial intermediaries with liability structures
dominated by deposits and asset structures dominated
by loans. The traditional deposit-taking and lending
activities of a savings and loan association are func-
tionally and operationally similar to activities per-
formed by banks and require the same type of analysis
and expertise,

While the Board believes that the operation of a
savings and loan association is an activity that is

13, National Courier Association v. Board of Governors, 516 F.2d
1229, 1232-1233 (D.C. Cir. 1975).

14. E.g., ““Newport Savings and Loan Association’’, 58 FEDERAL
RESERVE BULLETIN 313 (1972); ‘‘American Fletcher Corp.’’, 60
FEDERAL RESERVE BULLETIN 868 (1974).

15. ““American Fletcher Corp.”’, supra note 14,

16. In American Fletcher Corp., the Board denied on the basis of
adverse financial considerations.

17. E.g., “*“Memphis Trust Company’’, 61 FEDERAL RESERVE BuL-
LETIN 327 (1975); “‘D. H. Baldwin & Co.”, 63 FEDERAL RESERVE
BuLLETIN 280 (1977); “‘Interstate Financial Corp.”, 68 FEDERAL
RESERVE BULLETIN 316 (1982).

closely related to banking, in order to approve such an
activity for a bank holding company, the Board must
also find that the proposal meets the proper incident to
banking test of section 4(c)(8) of the act.

The Operation of a Savings and Loan Association as
a Proper Incident to Banking

In 1977, the Board considered the general question
whether the operation of a savings and loan associa-
tion is a proper incident to banking. At that time and
on the basis of the factual record presented in that
case, the Board determined that, as a general matter,
such an activity is not a proper incident to banking
because the potential adverse effects of allowing affili-
ations between banks and savings and loan associa-
tions on a general basis were sufficiently strong to
outweigh the public benefits that might result in indi-
vidual cases. “‘D. H. Baldwin & Co.,” (63 FEDERAL
RESERVE BULLETIN 280 (1977)). In the Baldwin case,
the Board identified three potential adverse effects
that could be expected to result from the affiliation of a
bank and a savings and loan association: the conflict
between the statutory and regulatory frameworks
within which banks and savings and loans operate; the
erosion of institutional rivalry between banks and
savings and loans; and the potential for undermining
federal prohibitions against interstate banking. Based
upon competitive considerations and these generalized
adverse effects, and in the absence of any compelling
public benefits, the Board denied the application. In
subsequent years, the Board approved a number of
applications by bank holding companies in New
Hampshire to acquire thrift associations, but only on
the basis of the historical affiliations between banks
and thrifts in that state and certain structural and
competitive considerations of that affiliation.'®

In 1982, in ‘‘Interstate Financial Corporation,’’ (68
FEDERAL RESERVE BULLETIN 316 (1982)), the Board
was called upon for the first time to determine whether
the adverse effects identified in the Baldwin decision
could be offset by the benefits to the public associated
with preserving a financially troubled savings and loan
association. In Interstate, the Ohio Superintendent of
Building and Loan Associations requested the Board
to consider the application on an expedited basis in
view of the facts that the association had nearly
depleted its capital and under Ohio law its liquidation
would have been required in the near future. While

18. E.g., “‘First Financial Group of New Hampshire’’, (66 FEnER-
AL RESERVE BULLETIN 594 (1980)). On this same basis, the Board had
earlier approved applications by bank holding companies to acquire
thrifts in the state of Rhode Island. See, e.g., **Old Colony Coopera-
tive Bank'’, (58 FEDERAL RESERVE BULLETIN 417 (1972)).



specifically stating that it did not overrule its conciu-
sion in Baldwin that, as a general matter, the operation
of a savings and loan association by a bank holding
company is not a proper incident to banking, the
Board concluded, on the basis of the specific facts in
the Interstate case, that the public benefits of preserv-
ing the savings and loan association as a viable com-
petitor were so substantial as to outweigh the adverse
effects of the interindustry affiliation. In analyzing the
public benefits of the proposal, the Board considered
the financial conditions facing the thrift industry gen-
erally, the financial condition of a number of its
members, the lack of any other viable alternatives to
address the association’s financial condition, the re-
quest of the Ohio supcrvisory authorities for prompt
action, and the potentiaf ramifications of a liquidation
of the association on the association's customers, the
depositing public, the state of Ohio, and the Ohio
Deposit Guarantee Fund.

Generalized Adverse Effects ldentified in the D, H.
Baldwin Case

In its consideration of the proper incident test in
connection with this application, the Board has reex-
amined each of the potential adverse factors found in
Baldwin.

With regard to the potential tor regulatory conflict,
Citicorp is currently a bank holding company and is
therefore subject to the provisions of the Bank Hold-
ing Company Act. Fidelity, as a federal savings and
loan association, is subjcct to the provisions of the
HOLA. In order to reduce the potential for conflict
between the Bank Holding Company Act and HOLA,
the Board conditions approval of this application upon
Fidelity’s activities being limited to those that are
permitted both to federal thrift institutions currently
under the HOLA and to bank holding companies and
their nonbank subsidiaries under section 4(c)(8) of the
act.'? This condition does not limit the performance of
the traditional deposit-taking and lending activities of
federal savings and loan associations by Fidelity.2

19. Sce note 25, below. In the event Fidelity intends to cogage,
directly or through a service corporation, in any additional nonbank-
ing activity not covered by this application, Citicorp and Fidelity
would be required to obtain the Board’s approval under section 4(c)(8)
of the act and scction 225.4 of Regulation Y. This application covers
the traditional deposit-taking and lending activities of federal savings
and loan associations as currently authorized under HOL A, mortgage
brokering, loan servicing, and mortgage lending.

20, In its D. H. Baldwin decision, the Board expressed concern
that a condition that limited the activities of a savings and loan
association owned by a bank holding company would place the
association at a competitive disadvantage and prevent the full realiza-
tion of public benefits that are cxpected tfrom the operation of the
association. Indeed, the FHL.BB had opposed the acquisition of a
savings and loan by a bank holding company on this basis. While the
Board recognizes that Fidelity’s affiliation with Citicorp will limit
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Upon consummation of the proposal, Citicorp will
become a savings and loan holding company under the
S&LHC Act.2! As a savings and loan holding company
and a bank holding company, Citicorp will be required
to conform its activities to the requirements of both
statutes. As a unitary savings and loan holding compa-
ny, Citicorp is prohibited from engaging in any activity
that would have the effect of evading a law or regula-
tion applicable to an insured savings and loan associa-
tion (12 U.S.C. § 1730a(c)(1)).?2 In the Board’s view,
Citicorp will be able to continue its bank holding
company and commercial bank operations without
conflict with the S&I.HC Act or the HOLA.

In vicw of the above, the Board concludes that while
some adverse consequences may result because of
regulatory conflicts between the Bank Holding Com-
pany Act, the HOLA, and the S&LHC Act, these
adverse effects arc mitigated by the conditions im-
posed in this Order to require Citicorp’s compliance
with the terms of each statute and, as discussed below,
to prevent any unfair competitive advantage accruing
to Citicorp or Fidelity by reason of the affiliation.

The Board also continues to believe that, as a
general matter, the affiliation between banks and
thrifts may produce possible adverse effects by dimin-
ishing the interindustry rivalry that has produced price
and service benefits to the public and by undermining
the prohibition of the act against interstate banking.?
However, these adverse eftects, in the context of this
case, are substantially mitigated by the fact that Fideli-
ty is a failing institution that has lost its competitive
vigor and is ablc to continue operations only through
substantial federal financial assistance. As discussed
below, the Board belicves that the revitilization of and
restoration of public confidence in Fidelity is a public
benefit that, along with other pubtic benefits, out-
weighs any adverse effects that may result from con-
summation of the proposal.

Fidelity’s ability to ofter all services authorized under HOLA, the
affifiation will restore Fidelity to a viabhle competitive position and
allow it to continuce to offer most authorized services. These benetits
are, in the Board’s judgment, more than sufficient to outweigh the fact
that Fidelity may no longer engage in real estate development and
simitar impermissible activitics under the act, activities that represent
onty a small fraction of Fidelity’s overall operations. In this regard,
Citicorp has indicated it has no desire to engage in such activities, but
intends to promote Fidelity’s basic consumer oriented services. The
Board also notes that the FHLBB has urged approval of the applica-
tion as providing substantial public benefits through the restoration of
Fidelity as an active competitor that outweigh any possible adverse
effects.

21. 12 U.S.C. § 1730a.

22. The FHLBB has granted a waiver to Citicorp of the restrictions
on the amount of debt that can be incurred by a nondiversified savings
and loan holding company (12 U.S.C. § 1730a(g)).

23. See "'D. H. Baldwin & Co.”, (63 FEDERAI RESERVE BULLETIN
280 (1977)).
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Moreover, to ameliorate further the possible ad-
verse effects of affiliation in this case between a
banking organization and a thrift association, the
Board has conditioned approval of the proposal to
require that Fidelity continue to be operated as a
savings and loan association having as its primary
purpose the provision of residential credit, that its
offices be confined to California, and that Fidelity and
Citicorp’s subsidiaries be operated scparately and
independently of one another. The Board believes that
such restrictions will minimize the potential for ero-
sion of statutory prohibitions against interstate bank-
ing and maintain the independence and specialized
function of the savings and loan industry.

Other Possible Adverse Effects

As discussed below, the Board in its evaluation of the
application has also considered the potential for addi-
tional adverse effects that might result from consum-
mation of Citicorp’s particular proposal, including the
potential for decreased or unfair competition, conflicts
of interest, financial risks, diversion of funds, partici-
pation in impermissible nonbanking activities, evasion
of interest rate limitations, and undue concentration of
resources.

In this connection, the Board considered the conten-
tions of the protestants that, in addition to the general
effects cited by the Board in Baldwin, the following
adverse effects may result from consummation of the
Citicorp proposal: (1) the acquisition would result in a
major restructuring of the financial services industry
and Citicorp would obtain an unfair competitive ad-
vantage over commercial banks and thrift organiza-
tions that are not afforded the combination in one
organization of thrift and commercial banking powers;
(2) decreased or unfair competition would result be-
cause Citicorp’s substantial resources would enable it
to strengthen the competitive position of Fidelity to
the detriment of the already weakened thrift industry
in California; (3) Citicorp would operate Fidelity in
tandem with its banking and other subsidiaries through
the use of Fidelity's deposits to fund Citicorp’s other
activities or through the use of Citicorp’s other subsid-
iaries to attract deposits to Fidelity; (4) Citicorp may
not have the financial ability and resources to operate
and revitalize Fidelity; and (5) the transaction would
result in an undue concentration of resources.

Protestants also allege that other adverse consider-
ations warrant denial of Citicorp’s proposal, namely,
(1) the procedures utilized by FSLIC in the bidding
process for Fidelity were unfair and the Citicorp offer
for Fidelity was not the offer most favorable to the
FSLIC and the public; (2) no emergency situation
exists at Fidelity in that it is no longer a failing

institution now that it is under FSLIC receivership;
and (3) the Citicorp proposal is not the only available
alternative to address Fidelity's situation and thus
does not qualify for approval under the criteria cited
by the Board in its Interstate decision.

Unfuair competition. The Board does not believe that
the evidence of record in this case supports the
proposition that the acquisition would result in a
major restructuring of the financial services indus-
try. On the contrary, the Board believes that the
proposed acquisition, in light of Citicorp’s commit-
ments and the conditions imposed by the Board in
this Order, will resuit in the operation of two inde-
pendent and different types of depository institu-
tions supported by the financial and managerial
strength of a parent holding company that will
permit these organizations to provide substantial
public benefits in their respective product and geo-
graphic markets.

Citicorp has filed an application to acquire and
operate a savings and loan association in California
and has stated that it will operate Fidelity indepen-
dently of its commercial banking activities. The
Board has considered the application only on this
basis and its approval as conditioned by this Order is
designed to ensure that Fidelity will be operated as a
savings and loan association and will continue to
serve the specialized purposc for which it was
organized and will not be utilized to further or
enhance the activities of Citicorp’s subsidiary
banks.

Participation in non-permissable activities. The
Board has given careful consideration to the conten-
tion that Citicorp will obtain an unfair competitive
advantage over commercial banks through affiliation
with a savings and loan association that may engage
in activities that are not authorized for banks, for
example, certain service corporation activities. To
address these concerns, the Board has limited Fidel-
ity’s activities to those permissible for bank holding
companies under the act and to locations at which
banks located in California could establish
branches. As the Board has previously held, the act
requires that the activities of a thrift institution that
is acquired by a bank holding company must be
limited to those permissible under the act.? In
conformance with that holding, the Board’s approv-
al of this application does not authorize Citicorp to

24. **Central Pacific Corporation’’, 68 FEDERAL RESERVE BULLE-
TIN 382 (1982). Sec *‘Interstate Financial Corporation’”, supra note 17,



engage in any activity through Fidelity that is not
permissible under section 4(c)(8) of the act.?

In addition, this Order does not authorize Fidelity
to perform any activity that is not permitted to a
federal savings and loan association under the
HOLA. As a condition of this Order, Fidelity may
not, without specific approval by the Board, exer-
cise any deposit-taking or commercial lending pow-
crs not currently authorized by statute for a federal
savings and loan association.

In order to prevent Citicorp from securing any
competitive advantage with regard to geographic
location over commercial banking organizations op-
erating in California, the Board’s approval is condi-
tioned upon Applicant not establishing branches of
Fidelity at locations not permissible for national or
state banks located in California. In order to prevent
any unfair competitive advantage that might result
from Fidelity’s ability to establish remote service
units in other states, the Board also conditions
approval upon Applicant not establishing or operat-
ing a remote service unit at any location outside of
California. The Board belicves that these restric-
tions are consistent with Citicorp’s statements to the
Board that Citicorp intends to operate Fidelity as a
savings and loan association in California and does
not intend to use Fidelity to achieve interstate
branching or interstate acquisitions or to attract
deposits from Citicorp’s New York customers or
from anywhere else in the country outside of Cali-
fornia.

Diversion of funds. As noted in the Order, to further
ensure that Fidelity is operated as a savings and loan
association and not utilized to further or enhance the
activitics of any Citicorp subsidiary, the Board has
imposcd the conditions that require Fidelity to be
operated as a scparate, independent, profit-oriented
corporate entity and has prohibited Fidelity from
being operated in tandem with any other subsidiary

25. This requirement is also applicable to activitics performed by
Fidelity through a service corporation. The Board has previously held
that, under the act, a bank holding company subsidiary may not
perform indirectly through a service corporation an activity that is
impermissible for the bank holding company. Central Pacific Corp.,
supra note 24. Fidelity’s service corporation, therefore, must termi-
nate all activities that are not permissible under the act.

Fidelity currently is engaged, through its service corporation, in «
number of real estate development projects, an activity that is not
permissible for a bank holding company. In accordance with Citi-
corp’s commitments and the terms of this Order, Fidelity may not
engage in any additional real estate development projects either
directly or through a service corporation. [n order to afford Fidelity a
reasonable period of time to divest currently held impermissible assets
and in view of the fact that such assets consist primarily of real cstate
projects, the Board has provided a two-year divestiture period for
such assets.
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of Citicorp.?* T'he Board has also prohibited certain
transactions between Fidelity and Citicorp or any of
its subsidiarics without the Board’s prior approval.
While the Board has prohibited Citicorp from chang-
ing Fidelity’s name to include the word *‘bank’ or
any other term that might confuse the public regard-
ing Fidelity’s status as a nonbank thrift institution,
the Board does not regard as unfair competition
Applicant’s use of the ““Citi”’ prefix or the name
“Citicorp’” in Fidelity’s name.

The Board believes these conditions also address
the concerns raised by several of the protestants
regarding the potential for diversion of Fidelity’s
funds by Citicorp. The potential adverse effects that
might result from shifting assets and liabilities be-
tween Fidelity and Citicorp’s other subsidiaries 1o
take advantage of differing interest rates?” and costs
is further protected against through the restrictions
on interaffiliate transactions imposed by the Federal
Reserve Act (12 U.S.C. § 37t¢) and the S&1L.HC Act
(12 U.S.C. § 1730a(d)).

The Board has also considered the contention that
Citicorp’s financial support for Fidelity will give
Fidelity an unfair competitive advantage over its
thrift competitors. In the Board’s opinion, the resto-
ration of Fidelity as a viable competitor and the
increased competition and improved and expanded
services that are expected of Fidelity through access
to the financial and managerial resources of Citicorp
may only be viewed as a public benefit.?8 The fact
that a particular depository institution is owned by
an organization that is able to provide it with finan-
cial and managerial assistance may provide the
institution with a competitive advantage, but there is
nothing unfair about such an advantage.?” Indeed,
one of the principal concerns of the Board under the
act is that a bank holding company should serve as a
source of financial strength and support for its
subsidiaries. Finally, the restrictions imposed in this

26. The Board has previousty indicated that serious adverse eftects,
including the potential for conflicts of interest, unfair competition and
evasion of federal interest rate lintations, may result from the tandem
operations of & bank and a thrift association. **First Financial Group
of New Hampshire, Inc.”, 66 Frorrar Reserve Buli kN 594
(1980); **Heritage Banks, Inc.””, 66 FEperal Reservie Bun LetiNn 590
(1980).

27. Fidelity is subject to interest rate ceilings under 12 C.F.R, Part
526.

28. The fact that Citicorp will receive assistance from the FSI1IC
also will not result in untair competition, According to the FSLIC, the
Citicorp proposal in fact entails less financial assistance than the
proposal of any other bidder. However, even if this were not the case,
the FSLIC assistance merely remedies the severe competitive disad-
vantage now aftecting Fidelity as a result of its weak financial
condition.

29. The Board also notes that a number of other theift institutions in
California are owned by parent organizations that are able to provide
their subsidiaries with substantial financial support.
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Order that Fidelity be operated as a separate, profit-
oriented savings and loan association will also pro-
tect against unfair competition by Fidelity through
its affiliation with Citicorp.

The Board also has considered the contention that
the Board’s limitation of thritt acquisitions by bank
holding companies to situations involving a failing
institution and its case-by-case approach to such
situations creates an unfair competitive situation.*
The Board’s approach to the question of thrift
acquisitions by bank holding companies is mandated
by the act. Where the Board finds adverse effects
associated with a bank holding company proposal,
the Board is precluded from approving the proposal
in the absence of countervailing public benefits.
Because of the adverse effects associated with the
affiliation of banks and thrifts that were identified by
the Board in Baldwin, the Board may only approve
such an application where public benefits based on
the facts in a particular case outweigh adverse
effects. Such compelling public benefits have only
been found where the thrift institution is failing.

Undue Concentration of Resources. The Board has
considered whether the proposal will result in an
undue concentration of resources. Citicorp is the
second largest banking organization in the country
on the basis of total assets. Citicorp controls 1.29
percent of domestic deposits in commercial banks,
savings banks, and savings and loan associations in
the United States. On this basis, Citicorp is the third
largest financial institution in the United States.
Upon consummation, Citicorp would control ap-
proximately 1.37 percent of deposits in such institu-
tions and would remain the third largest institution
on this basis. The acquisition would increase Citi-
corp’s total assets by 2.5 percent,

Fidelity is the 42nd largest savings and loan
association in the United States, and is not viewed
by the Board as a dominant firm in its industry or in
any geographic market. On the basis of these facts
and in view of Fidelity’s financial condition, the
Board concludes that consummation of the proposal
will not result in any undue concentration of re-
sources.

The Board concludes that consummation of the
proposal, subject to the conditions set out in this

30. The Board notes that none of the protestants stated that it had
been prevented from submitting an offer to acquire Fidelity. Those
California institutions that did submit offers to acquire Fidelity were
afforded a sccond opportunity to meet or exceed the Citicorp bid. In
any event, the federal deposit insurance agencies have traditionally
limited the group of institutions trom which bids are solicited to ensurc
an orderly and prompt resolution of an emergency situation, and this
matter is appropriately reserved to the discretion of these agencies.

Order, may not reasonably be expected to result in
conflicts of interests, unsound banking practices, or
other adverse effects.®

Reasonably Expected Public Benefits

The Board has also examined the record to determine
whether consummation of the proposal may reason-
ably be expected to produce public benefits. The
Board believes that Citicorp’s acquisition of Fidelity
will provide a substantial and compelling public bene-
fit in that Citicorp will provide Fidelity with sufficient
new capital funds and managerial assistance to restore
Fidelity as a viable competitor and to restore public
confidence in Fidelity. Fidelity is a substantial organi-
zation, serving thousands of customers in numerous
communities. In the Board’s opinion, the public bene-
fits generally associated with revitalization of a failing
financial institution are magnified in this case in view
of Fidelity’s size and the number of its customers.

The record establishes that Citicorp has the financial
and managerial resources and the commitment to
serving the convenience and needs of the public to
achieve this result. The acquisition will restore an
active and effective competitor to, and increase com-
petition in, numerous California markets, presents the
potential for expansion and increased competition in
other California markets, ensures the continuation of
services by Fidelity to its customers and the public,
and protects the interests of Fidelity’s depositors, the
public, the savings and loan industry generally, and
the FSLIC.*?

The Board has considered as a substantial public
benefit the savings to the FSIL.IC that will result from
the proposal. The FHLBB has adviscd the Board that
the Citicorp bid was $143 million more favorable to

31. In reaching the conclusion that consummation of the proposal
would not have a substantial impact on Citicorp’s overall financial
position and that Citicorp has both the financial and managerial
resources needed to acquire Fidelity and make it a viable competitor
without any significant adverse effects to Citicorp, the Board has
considered the comments of the IBAA, the U.S. League, and others
regarding Citicorp's foreign loan portfolio.

32. In this connection, the U.S. Department of Justice stated that
the acquisition of thrift institutions by bank holding companies is
procompetitive and will provide enhanced services at competitive
prices. Similarly, the Comptroller of the Currency urged approval of
the proposed acquisition on the basis that it would be procompetitive
and would provide significant public benefits. The Comptroller also
expressed the view that the cost savings to the FSLIC would be a
public benefit to other FSLIC-insured institutions and their depositors
in view of the potentially large liabilitics of the FSLIC as a result of the
financial condition of the thrift industry. The I'ederal Deposit Insar-
ance Corporation took no position on this particular application, but
stated its belief that the Board has discretion under the Bank Holding
Company Act to approve the acquisition by a bank holding company
of a thrift and that such an acquisition would provide an additional
alternative for resolving situations involving financially troubled fi-
nancial institutions and would be in the public interest.



FSLIC than any other bid received and $303 million
less than the cost of maintaining a phoenix association.
The FHLBB has also advised the Board that, using an
optimistic projection of interest rates, Citicorp’s bid
was $56 million more favorable than the next lowest
second round bid and $35 million less than the cost of
maintaining a phoenix association.

Citicorp’s commitment to the introduction of new
products and services and the expansion of current
services of Fidelity through access to Citicorp’s finan-
cial and managerial resources also lends weight toward
approval. In addition to the substantial public benefits
associated with the revitalization of Fidelity that have
already been cited, Citicorp has stated that it intends
not only to restore Fidelity as a competitor but to
enhance its competitive position and to promote its
services to the public by providing Fidelity with access
to resources for the expansion of services in the arcas
of NOW accounts, consumer loans, credit cards,
education loans, trust activities, and automated teller
facilities. This expansion of Fidelity’s services and
operations also will provide greater convenience to the
public. Citicorp’s experience and expertise, particular-
ly in managing large scale operations and in the design
and implementation of electronic banking and financial
data processing, also should provide gains in efficiency
at Fidelity.

Finally, Citicorp has a good record of service to the
convenience and needs of the public, and has stated
that it intends to use its resources to promote and
expand Fidelity’s service to its communities, including
services directed to the credit nceds of low- and
moderate-income neighborhoods in those communi-
ties.?® In this connection, Citicorp representatives
testified at the informal hearings that Fidelity would
consult with community groups to determine the credit
needs of the community and would study complaints
with respect to Fidelity’s lending and correct any
deficiencies. The Board expects that Citicorp will
adhere strictly to these commitments.

Fidelity’s Financial Condition

As stated above, protestants have asserted that Fideli-
ty should not be regarded as a failing institution
because its condition has stabilized as a result of the
FSLIC receivership. According to protestants, this
FSLIC assistance could continue for some time with-
out significant deterioration in Fidelity’s condition.
Similarly, protestants state that declining interest rates

33, Although the Board does not believe that the Community
Reinvestment Act is applicable in the case of section 4 applications,
the Board has considered Citicorp’s record under that statute in acting
upon this application.
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have reduced funding costs for Fidelity and this also
has served to relicve pressure on the institution.

The Board concludes that any realistic assessment
of Fidelity’s condition compels the conclusion that
Fidelity is a failing institution. 1t is undisputed that, on
April 13, 1982, following a period of substantial depos-
it losses and substantial borrowings from the Federal
Home Loan Bank of San Francisco (‘‘Home Loan
Bank’*) of approximately $1.4 billion to maintain li-
quidity, the California Savings and Loan Commission-
er closed Fidelity's predecessor and appointed the
FSLIC as receiver for the state on the basis that
Fidelity’s predecessor was in an unsafe condition and
conducting its business in an unsafe and injurious
manner. Substantial operating losses have continued
at Fidelity since the receivership was announced and
Fidelity’s approximately $2.9 billion in assets is now
supported by loans from the Home Loan Bank of over
$1.7 billion. Deposit withdrawals at Fidelity have also
been steady and substantial since appointment of the
FSLIC as receiver and have forced the FSLIC to
guarantee an advance of an additional $325 million to
Fidelity from the Home Loan Bank since April 13. The
FHLBB has provided the Board with data indicating
that deposit outflows at Fidelity have increased during
the first twenty-one days of September. The FHI.BB
has also advised that Fidelity’s operating losses con-
tinue substantially unabated and that Fidelity has
exhausted its net worth.

Much of the market value of a depository institution
such as Fidelity is derived from its deposit base. More
than 20 percent of Fidelity's deposit base has dissipat-
ed since March 31, and thus, the assets held by the
FSLIC as receiver must be regarded as wasting. In
addition, advances from the Home Loan Bank have
grown to the point that they exceed Fidelity’s deposits
by a considerable margin. The FHLBB has informed
the Board that these advances now represent by far
the greatest ratio of advances to savings of any federal-
ly insured thrift institution,

The lack of public confidence in Fidelity cven after
the creation of the FSLIC receivership supports, in the
Board’s view, the statement of the FHLBB that there
is no evidence that the rate of decline in Fidelity's
position will slow or that its condition can improve
unless it is acquired by an entity with greatly superior
resources that can ensure Fidelity’s revitalization and
rebuild public confidence in Fidelity.* In this regard,
the FHLBB has advised the Board that Fidelity's

34. Such an acquisition is also necessary to prevent the loss of
employees that Fidelity is experiencing. The current receivership
cannot provide the stability needed to retain key employees. Delay in
resolving Fidelity’s problems would mean that even greater efforts
would be required to rebuild both employee morale and public
confidence.
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acquisition by Citicorp would make Fidelity viable
again and remove any future risk that extraordinary
assistance by the FSLIC would be needed.

For these reasons, the Board concludes that Fideli-
ty’s continuing and unresolved financial problems
require prompt action to minimize the loss to the
FSLIC and provide Fidelity with a strong parent
organization capable of restoring public confidence in
that institution.

In the Board’s judgment and in light of the commit-
ments made by Citicorp and the conditions imposed in
this Order, the public benefits expected trom the
restoration of public confidence in Fidelity and in the
savings and loan industry, the substantial savings to
the FSLIC, and reasonably expected gains in efficien-
¢y, increased competition and greater convenience to
the public, outweigh any adverse effects that are
associated with this proposal.

FSLIC Bid Procedures

Protestants have also asserted that, contrary to the
determination by the FSLIC, Citicorp’s bid to acquire
Fidelity would not in fact result in the lowest cost to
the FSLIC and that the FSLIC erred in not accepting a
bid from one of the savings and loan associations that
bid for Fidelity. The Board does not belicve that this is
a proper issue for resolution by the Board under
section 4(¢)(8) of the act.’s Section 4(c)(8) of the act
does not require a determination that a given proposal
is the most desirable that could be presented. Rather,
the statute dirccts the Board to determine whether
reasonably expected public benefits from any given
proposal outweigh possible adverse cffects. The fact
that alternative purchasers may be available is not
determinative.

Even if the Board were to conclude that another bid
should have been accepted by the FSLIC, this deci-
sion would have little meaning because the Board has
no authority to award the right to acquire Fidelity to
another bidder. The decision as to which bid to accept
is committed to the exclusive discretion of the FSLIC.
An orderly administrative process dictates that the
Board not substitute its judgment for that of the
FSLIC. The Board does, however, note that the

35. The Board has considered the contention that the FSLIC is not
authorized to sell the assets held by Fidelity because of litigation
pending regarding the appointment by the FHLLBB of the FSLIC as
federal receiver, Fidelity Savings and Loan Association v. FHI.BB, et
al., No. 82-4337 and 82-4354 (N.D. Calif.). The Board notes that the
appointment of the FSLIC as receiver has not been stayed or
otherwise enjoitied and its appointment as receiver is, therctore, valid
at this time. Nor has the Court enjoined the FSLIC from tiansferring
Fidelity to Citicorp.

procedures followed by the FSLIC generally complied
with the procedures now under consideration by Con-
gress for acquisition of failing federally insured thrift
institutions and that FSLIC’s decision to allow a
second round of bidding for Fidelity in order to
provide California financial organizations with an op-
portunity to match the bid of Citicorp adhered to the
spirit of these proposals. The FSLIC also published
the procedures it followed in the second round bidding
in the Federal Register (47 Federal Register 31322
(1982)).

Available Alternatives to the Citicorp Proposal

A number of the protestants argue that the Board’s
authority to approve a failing thrift acquisition under
the act is limited to the situation presented in the
Interstate case, where the Board found that one of the
factors in favor of approval was the fact that the bank
holding company’s proposed acquisition was the only
available means by which the thrift institution couid be
maintained as a competitor and its liquidation pre-
vented.

The fact that the proposed bank holding company
acquisition of the thrift association in Interstate was
the only available means of dealing with its condition
was only one of the considerations that the Board took
into account in approving the Interstate application.
There is no legal requirement under the act that there
be no other viable alternative to a bank holding
company acquisition of a failing thrift, and there is no
indication in its Interstate decision that the Board
intended that this factor must be present in every bank
holding company application to acquire a failing
thrift.’¢ As was the case in Interstate, the primary
regulator for Fidelity has explored all of the alterna-
tives and has determined that the Citicorp proposal is
substantially more favorable to Fidelity, its depositors
and creditors, and the FSLIC than any other bid and
substantially reduces the insurance liability and risk to
the FSLIC, including the potential cost, as compared
to any other bid. The presence or absence of alterna-
tives is but one factor in the evaluation of public
benefits. As indicated, the Board’s responsibility un-
der the act is to balance public benefits against possi-
ble adverse effects. In this case, the Board believes
that the balance of public benefits is favorable and that
the application may be approved.

36. The approval of the primary regulatory authority for an acquisi-
tion of a failing thrift association is also not a requirement under
section 4(c)(8) of the act. In any event, in this case, the primary
regulator, the FHLBB, has urged Board approval of the application as
a means of restoring Fidelity to a viable condition.



Requests for Formal Hearing

Several protestants (including the IBAA, the U.S.
League, the California Bankers, Crocker National
Bank, Fidelity Federal Savings and [.0an Association,
Glendale, California, the California supervisory au-
thorities, and Option Advisory Services, Inc.) have
requested that the Board hold a formal hearing regard-
ing Citicorp’s proposal. They raise as the basis for a
hearing the following: (1) discovery is necessary so
that all relevant facts associated with the application,
including the complete record of the FSLIC’s consid-
eration of various bids, may be provided to protes-
tants; (2) the need to “‘probe” or “‘examine’” whether
Citicorp has the financial resources to operate Fidelity
in light of current intcrnational economic conditions;
(3) the nced to assess the policy implications of
Citicorp’s application and the competitive cffects of
the proposal on banks and thrifts in California and the
nation; (4) whether Fidelity is or will be operated as a
bank and whether its acquisition violates section 3(d)
of the BHC Act; (5) whether Citicorp’s bid was more
favorable than any other bid; and (6) whether Fideli-
ty’s financial condition is so serious as to warrant
Board approval of this application.

Both the Board’s Rules of Procedure?” and the
Federal Register notice regarding this application state
that any request for a formal hearing must indicate
why a written proceeding would not suffice in lieu of a
formal hearing and identify the disputed issues of fact
that would be resolved at the formal hearing. The
persons requesting a hearing did not comply with this
procedure. Rather, the hearing requests were conclu-
sory in nature, did not delineate specific disputed
facts, and were based on issues derived from conclu-
sions drawn from undisputed facts.

Apart from the fact that the protestants did not
comply with the Board’s regulations and its notice, the
protestants also failed to raise any factual issues that
would warrant a hearing. With respect to the FSLIC
bid procedures, the Board believes that the issue of
which bid was the more favorable and the fairness of
FSLIC’s procedures are not relevant to this proceed-
ing and, thus, a hearing on these issues is not warrant-
cd. The question raised concerning Fidelity’s status
under the act involves an issue of law that also does
not require a hearing. There is no dispute that Fidelity
offers NOW accounts and makes commercial real
estate loans in accordance with the provisions of the
HOLA.

Assessment of the quality of Citicorp’s or Citibank’s
loan portfolio and Citicorp’s financial ability to oper-

37. 12 C.F.R. § 262.3(c) (1982).
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ate Fidelity is a responsibility that is vested in the
federal bank regulatory agencies, and public participa-
tion in this process would be inconsistent with the
entire scheme of federal bank regulation. The Board’s
assessment under the Bank Holding Company Act of
Citicorp’s financial resources, including its overseas
loan portfolio, is based upon detailed examination of
the operations of Citicorp’s subsidiaries.? Protestants
have alleged no dispute as to the facts regarding
Citicorp’s financial resources or its foreign loans, but
rather have merely advanced conjectural and conclu-
sory statements to support their hearing request on
this point. Indeed, the hearing requests are framed in
terms of a need to probe or examine rather than on any
specific or supported allegation of financial weakness.

In the Board’s opinion, protestants’ questions re-
garding Citicorp’s financial resources and the conclu-
sions to be drawn therefrom do not require a formal
hearing. Protestants were afforded ample opportunity
to present their testimony on these points and to
question Citicorp. To warrant a hearing, the Board
believes tht protestants must raise more than general-
ized claims and requests to “‘probe’” an applicant’s
financial resources. In the Board’s opinion, the hear-
ing requirement in the act, as it has been interpreted by
the courts, does not require the Board to hold a
hearing on the basis of conjecture or unsupported
allegations and the Board is not required ‘‘to investi-
gate every potential adverse contingency which a
contestant hypothesizes.””*

The essential element of protestants’ claim of unfair
competition is a request that the Board evaluate the
competitive impact of the proposal based on the
allegation that Citicorp would be an effective and
aggressive competitor with advantages not available to
its banking and thrift competitors. As explained
above, the Board believes it has addressed these
concerns through the imposition of appropriate condi-
tions that eliminate the unfair competitive advantage
that the protestants claim may result, and in any event
material facts are not in issue regarding the allegation
of unfair competition.

The Board believes that the procedures it used to
solicit and explore the various policy and legislative-
type concerns raised by protestants were appropriate
under the circumstances and fully adequate under the
act. The Board imposed no limitation on the length or
nature of the written comments. In addition, the Board
held informal hearings in Washington, D.C. and San
Francisco, California that were attended by a total of

38. Trial-type hearings are not required when examination or testing
is a better way to find the facts. 2 K. Davis, ‘‘ Administrative [.aw
Treatise’” § 12,12 at 455 (1979).

39. Connecticut Bankers Association v, Board of Governors, 627
F.2d 245, 254 (D.C. Cir. 1980),
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approximately 200 people. All persons that wished to
speak at these hearings were given an opportunity to
do so, and all persons that spoke at the informal
hearings were given an opportunity to submit ques-
tions to Citicorp regarding the application. A number
of such questions were received and Citicorp respond-
ed to all of them. .

In addition, the Board has explored the policy issues
raised by protestants on a number of occasions over
the last ten years, including in a rulemaking proceed-
ing and oral presentation to the Board. Last year, the
Board’s staff completed a detailed study of the impli-
cations of thrift acquisitions by bank holding compa-
nies. The Board solicited public comment on the
general issue of such acquisitions in conjunction with
this study, and reviewed some 379 written comments
on that study.

Based on the foregoing considerations, the Board
does not believe that a formal hearing is required or
appropriate in this case and denies the requests of the
protestants for a formal hearing.*!

Request for a Stay of the Board’s Order

Several protestants, including the IBAA, have re-
quested that, in the event the Board approves the
proposed acquisition, the Board stay the effectiveness
of the approval pending judicial review of the Board’s
action. The Board has reviewed these requests in light
of the factors generally applied by the courts on stay
requests,*2 and, based upon that review, does not
believe that a stay of the Board’s Order in this case is
appropriate.

First, as explained in detail above, the Board be-
lieves that its approval of Citicorp’s acquisition of
Fidelity, subject to the conditions imposed in the
Order, complies with all applicable procedural and
substantive requirements and is supported by substan-
tial evidence. Accordingly, it is unlikely, in the
Board’s opinion, that any protestants will be success-
ful in overturning the Board’s approval on judicial
review.

40. The hearing ofticer declined to present one serics of questions to
Citicorp on the basis that the questions were unrclated to the
application to acquire Fidelity.

41, The Board provided 21 days notice in the Federal Register of
receipt of Citicorp’s application to acquire Fidelity. Because the
Federal Register Act states that a statutory requirement of notice and
opportunity for hearing is satisfied by a notice period of fifteen days
(44 U.S.C. § 1508}, the Board believes that the notice provided in this
case is legally sufficient, The Board also believes that the twenty-one
day comment period was appropriate in view of the request of the
FHLBB that the Board act expeditiously and the fact that the Board
also held two informal hearings at which interested persons could
provide comments on the application and guestion Citicorp concern-
ing the proposal. The Board believes that interested persons have
been atforded ample opportunity under the circumstances to submit
their views on the proposal.

42, Virginia Petroleum Jobbers Association v. Federal Power
Commission, 259 ¥F.2d 921, 925 (D.C. Cir. 1958).

Second, the Board has expressly found that Citi-
corp’s acquisition of Fidelity is not likely, under the
conditions imposed by the Board, to result in any
significant unfair competitive advantage or other com-
petitive harm to depository institutions that compete
with Fidelity or Citicorp or to their depositors or the
public generally. Moreover, in this case, there is little
likelihood that consummation of the acquisition would
prevent a reversal of the transaction should such
action subsequently become necessary because Fideli-
ty will be maintained as a separate corporate entity.
Thus, in the Board’s view, there is no likelihood of any
irreparable harm to any protestant if a stay is not
granted.

Third, the Board has found that, in light of Fidelity's
significant continuing daily net loss of deposits and its
operating losses, a delay in consummation of this
proposal would permit continued significant financial
harm to Fidelity that would otherwise be remedied by
consummation of the proposal. Moreover, delay
would continue to encourage the departure of employ-
ees and to exacerbate the adverse publicity regarding
Fidelity since its closing by supervisory authorities.
Because of these facts, the Board is concerned that it
may be more difficult to restore Fidelity to a viable
condition if a stay is granted.

The loss of Fidelity’s important competitive pres-
ence would harm the customers for financial services
in its market areas. Citicorp would also be harmed by a
stay pending review since delay would increase signifi-
cantly the amount of funds Citicorp would be required
to expend to revitalize Fidelity, Finally, during the
pendency of any stay, the FSLIC, as recciver of
Fidelity, may be required to extend funds to Fidelity to
cover its continuing operating losses and to assure
maintenance of some minimal net worth, funds that
could be used to assist other financially troubled
insured institutions. The Board finds, therefore, that
the granting of a stay would causc significant harm to
third parties.

Finally, the Board believes that a stay in this case is
clearly not in the public interest. A stay would leave
unresolved for a lengthy time the ultimate control and
ownership of a failing thrift institution, would prevent
the restoration of Fidelity as an active competitive
force in its market area, and could result in substantial
losses to the FSLIC.

For these reasons, the Board hereby denies protes-
tants’ request for a stay of the Board’s Order.

Conditions of Approval

The Board’s approval of this application is further
subject to the conditions set forth in section 225.4(¢) of
Regulation Y and to the Board’s authority to require
such modification or termination of the activities of a



holding company or any of ils subsidiaries as the
Board finds necessary to assure compliance with the
provisions and purposes of the act and the Board’s
regulations and orders issued thereunder, or to pre-
vent evasion thereof. The transaction shall be made

not later than three months after the effective date of

this Order, unless that period is extended for good

cause by the Board or by the Federal Reserve Bank of

New York acting pursuant to authority hercby dele-
gated.

By order of the Board of Governors, effective
September 28, 1982,

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

(Signed) JAMES MCAFEE,

[SEAL] Associate Secretary of the Board.,

Order Under Section 25(a) Federal Reserve Act

Citibank Overscas Investment Corporation,
Wilmington, Delaware

Order Approving Application to Fngage in Certain
Futures Commission Merchant Activities

Citibank Overseas Investment Carporation
(*COIC™), Wilmington, Delaware, has applied for the
Board’s approval under section 25(a) of the Federal
Reserve Act (12 U.S.C. § 615) and section 211.5 of the
Board’s Regulation K (12 C.I*.R. § 211.5) to engage,
through its subsidiary, Citifutures Limited, London,
England, in the activity of acting as a broker with
respect to gold bullion on the London Gold Futures
Market (““LGFM™") and with respect to United King-
dom government bonds, and Furodollar and sterling
deposit interest rate futures on the 1.ondon Interna-
tional Financial Futures Exchange (““LLIFFE™).

COIC is a corporation organized under section 25(a)
of the Federal Reserve Act (an “'Edge Corporation™)
and is wholly-owned by Citibank, N.A., New York,
New York. Citibank is a subsidiary of Citicorp, New
York, New York, which is the second largest commer-
cial banking organization in the United States with
consolidated assets of $120.1 billion as of June 30,
1982.

Edge Corporations arc organized for the purpose of
engaging in international or forcign banking or other
international or foreign operations and are authorized
to invest in foreign companies that engage in activitics
that arc usual in connection with the transaction of
banking or other financial operations abroad. Regula-
tion K lists activitics determined by the Board to be
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usual in connection with foreign banking or financial
operations and thercfore permissible for a foreign
subsidiary of a United States banking organization
(12 C.F.R. § 211.5(d)). Included on this list, in section
211.5(d)(14) of Regulation K, are any activitics that the
Board has determined by regulation or order are
closely related to banking under section 4(¢)(8) of the
Bank Holding Company Act (12 U.S.C. § 1843(c)(8)).
By order dated July [, 1982, the Bourd determined that
the activity of acting as a futurcs commission mer-
chant (**“FCM"”’) in the exccution and clearance of
certain futures contracts is, in the circumstances de-
scribed in that order, closely related to banking under
section 4(¢)(8). “‘J. P. Morgan & Co., Incorporated’”,
68 FEDERAL RESERVE Burirerin 514 (1982) (““Mor-
gan’’). Therefore, absent action of the Board to re-
move the activity from  coverage of  section
211.5(d)(14) of Regulation K, the activity of acting as a
broker or an FCM for contracts based on precious
metals and certain financial instruments would be a
permissible activity for a foreign subsidiary of a Unit-
ed States banking organization,

An investor bank holding company, Edge Corpora-
tion or member bank would ordinarily be entitled to
engage in any permissible activity under the general
consent or notification procedures of Regulation K
(12 C.E.R. §§ 211.5(c)(D), (2)). However, in acting on
the Morgan application, the Board noted that the
activity ol trading futures contracts involves various
types of financial risks to the FOM. In light of the
potential risks to the organization resulting from the
conduct of this activity, the Board has determined
under section 211.5(c) of Regulation K that it is
appropriate in all cases to suspend the operation of the
general consent procedures with respect to FCM ac-
tivitiecs conducted on exchanges outside the United
States and to require all investors that wish to engage
in these activities to obtain the prior approval of the
Board." A requirement of prior approval will enable
the Board to assess the financial condition of the
applicant in light of the activities to be commenced and
the rules of the exchange on which the activity is to be
conducted, and to ensure that such activities will be
conducted in accordance with high standards of finan-
cial prudence.

In the Morgan application, the Board identified
certain risks to which an organization is ¢xposed by
engaging in FCM activitics. As an FCM in the London
futures markets, Citifutures would be contractually
liable for nonperformance by a customer on each
futures contract traded by Citifutures for that custom-

L. The Board has determined that the prior notification, rather than
the specific consent, procedures of section 211.5(¢) of Regulation K
shall apply to any investor that secks to engage in this activity on the
L.GEM or the LIFEE through a foreign subsidiary,
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er. In addition, it appears that Citifutures may be
obligated to meet special variation margin calls made
of customers. However, these risks are essentially
credit risks of the type that a large and sophisticated
international banking organization such as Citicorp
has significant expertise in evaluating. Citifutures has
comprehensive written procedures for evaluating the
credit risk of potential customers, many of whom will
be clients of Citicorp/Citibank entities worldwide.
Other risks identified in the Morgan order related to
the risk associated with membership on certain com-
modity exchange clearing associations where the
member is exposed to a contingent liability for the
contractual obligations due the association by all clear-
ing members. This potential liability exists through the
assessment provisions of certain clearing association
guaranty funds to which all clearing members must
contribute., Some exchanges could also require the
parent corporation of a clearing member to become a
member of the exchange or clearing association. In
this regard, the Board notes that the London ex-
changes involved in this application differ significantly
in a number of respects from the exchanges and
clearing associations considered by the Board in the
Morgan application. Neither the LGFM nor the
LIFFE is a ‘‘mutual market” in which members
mutually guarantee each other’s liability either directly
or through mandatory assessments by a guaranty fund.
On the London exchanges, clearing of contracts is
done by the International Commodities Clearing
House Ltd. (““ICCH’’), an independent clearing house
that is jointly owned by the London clearing banks and
that assures the integrity of the LGFM and the LIFFE.
In effect, ICCH substitutes itself as the counterparty in
all floor executions. ICCH’s performance guaranty is
supported by its share capital, by the implied support
of its bank ownership and by a requirement that
members post initial and variation margin payments.
In considering this application, the Board has placed
particular reliance on the following factors associated
with COIC’s proposal:
1. Citifutures, which is organized exclusively to
perform a brokerage function, will not trade for its
own account.
2. The instruments and precious metals upon which
the proposed futures contracts are based are essen-
tially financial in character and are of a type that a
bank may execute for its own account.
3. Citifutures has and will maintain capitalization
that is fully adequate to conduct these activities in a
safe and sound manner.
4, Citifutures and Citibank have established a credit
approval process that specifies the services that
Citibank will supply to Citifutures, including the
assessment of customer credit risk, the continuous

monitoring of customer positions, and monitoring
the status of customer margin accounts.

5. By means of its credit approval process with
Citibank, Citifutures will assess customer credit
risks, and will take such assessments into consider-
ation in establishing appropriate position limits for
each customer. both with respect to each type of
contract and with respect to the customer’s aggre-
gate position for all contracts.

6. Citifutures has stated that it will, in addition to
time-stamping orders of all customers to the nearest
minute, execute all orders, to the extent consistent
with customers’ specifications, in chronological se-
quence, and that it will execute all orders with
reasonable promptness with due regard to market
conditions.

7. Citicorp and its subsidiarics have demonstrated
expertise and established capability in the cash,
forward and futures markets for the type of con-
tracts involved.

8. The provisions of FCM services by Citifutures to
a customer will not in any way affect the provision
of credit or other services to that customer by the
Citicorp organization.

9. Citifutures will not extend credit to customers for
the purpose of meeting initial or maintenance margin
required of customers, subject to the limited cxcep-
tion of posting margin on behalf of customers in
advance of prompt reimbursement.

The Board will consider these and similar factors in
acting on future proposals under Regulation K by
investors to engage in the activity of acting as an FCM
on the LGFM and the LIFFE.

Based upon the foregoing and other considerations
reflected in the record, the Board has determined that
the application should be and hereby is approved. This
determination is subject to such modification as the
Board finds necessary to assure compliance with the
provisions and purposes of the Federal Reserve Act
and the Board's regulations thercunder. In this regard,
the Board expects that COIC will notify the Board of
any substantial changes in the activities or regulations
of LIFFE, LGFM, or ICCH that would materially
increase the liability of the Citibank organization in
conducting these activities.

In considering this application, the Board recog-
nized that a member bank may seck to conduct these
activities through a foreign branch, rather than
through a subsidiary. The Board is concerned that
such activities should be conducted by all U.S. bank-
ing organizations in accordance with high standards of
banking and financial prudence. In this regard, the
Board is considering the issuance of a statement of



policy guidelines or regulations governing the partici-
pation of U.S. banking organizations in such activities.

By order of the Board of Governors, cffective
September 29, 1981.

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

(Signed) JAMES MCAFEE,

[sEAL] Associate Secretary of the Board.

Order Under Bank Merger Act

St. Joseph Valley Bank,
Elkhart, Indiana

Order Approving Merger of Banks

St. Joseph Valley Bank, Elkhart, Indiana (‘*Appli-
cant’’), a subsidiary of SIJV Corporation, Elkhart,
Indiana, a bank holding company within the meaning
of the Bank Holding Company Act, has applied for the
Board’s approval under the Bank Merger Act
(12 U.S.C. § 1828(c)) to merge with the First National
Bank of Goshen, Goshen, Indiana (“*Bank™), under
the charter and title ot Applicant. St. Joseph Valley
Bank has concurrently applied for membership in the
Federal Reserve System.!

Notice of this application, affording interested per-
sons an opportunity to submit comments and views,
has been given in accordance with the Bank Merger
Act and the Board’s Rules of Procedure (12 C.F.R.
§ 262.3(b)). As required by the Bank Merger Act,
reports of the competitive effects of the merger were
requested from the United States Attorney General,
the Comptroller of the Currency, and the Federal
Deposit Insurance Corporation. Comments were re-
ceived from the Office of the United States Attorney
General, Mr. C. Gerald Pressler and Mr. Howard
Young.?

Applicant is the 14th largest commercial banking
organization in Indiana, with total deposits of $269.8
million, representing 1.02 percent of the total deposits

[, The application for memberslup is being processed by the Federal
Reserve Bank of Chicago under delegated authority.

2. Mr. Pressler’s remarks relate to matters of private negotiation
between sharcholders and Applicant, and do not present grounds for
demal of this application, Mr. Young, the sccond protestant, ex-
pressed concerns regarding the administration of individual trust
accounts by Applicant, and the managerial strengths of Applicant,
After review of Mr. Young's remarks, Applicant’s response, and a
report of an investigation into Mr. Young's allegations conducted by
the Indiana Department of Financial Institutions, it has been deter-
mined that Mr. Young's protest does not present grounds tor denial of
this application.
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in commercial banks in the state.' Bank is the 89th
largest commercial bank in the state with total deposits
of $70.5 million, representing less than one percent of
the total deposits in commercial banks in the state.
Upon consummation of the proposed merger, Appli-
cant would become the [0th largest commercial bank-
ing institution in the state and would control approxi-
mately .29 percent of the total deposits in commercial
banking institutions in the state. Accordingly, consum-
mation of this proposal would not have an appreciable
effect upon the concentration of commercial banking
resources in Indiana.

Applicant is located in Elkhart County and operates
14 banking offices: 12 located in Elkhart City, one
located in Nappance, Indiana, and one located in
Bristol, Indiana. Bank is also located in Elkhart Coun-
ty and operates five offices, all located in Goshen,
Indiana. All offices of Applicant are at feast 5 miles
from any offices of Bank. Elkhart County is a growing
population center adjacent to South Bend, Indiana,
and is included in the South Bend-Elkhart Ranally
Metro Arca. The Board has previously determined
that Elkhart County is part of a banking market that
closely approximates the South Bend-Elkhart Ranally
Metro Arca, which includes Elkhart County and St
Joseph County.*

In connection with this application, the Board has
considered comments submitted by the Office of the
Deputy Assistant Attorncy General for the United
States, Antitrust Division (‘‘Antitrust Division®’), con-
cerning the relevant market. 'The Antitrust Division
claims that the relevant banking market in this case
consists of the Elkhart County SMSA, which consists
of Elkhart County alone. On the basis of this definition
of the relevaat banking merger, the Antitrust Division
has concluded that the merger of Applicant and Bank
would have a significantly adverse effect on competi-
tion.’

The Antitrust Division makes several assertions in
support of its definition of the relevant banking mar-
ket. First, the Antitrust Division asserts that commut-
ing patterns and patterns of industrial and commercial
development and interaction between Llkhart County
and the surrounding counties, do not justify inclusion
of the adjacent counties in the Elkhart banking market,

3. All banking data are as of June 30, 1981,

4. See, e.g., “American National Bancorp, Inc.”’, Board Order
dated April 13, 1979, The relevant market as defined by the Board
includes all of Elkhart County, Indiana, and St. Joseph County,
Indiana (ncluding South Bend but excluding Warren and Olive
townships) as well as Cass County, Michigan, and live townships in
Berricn County, Michigan (Oronke, Berrien, Buchanan, Niles, and
Bertrand).

5. Letter from Mr. Ronald G. Can, Deputy Assistant Attorney
General, Antitrust Division, Department of Justice, to the Chairman
of the Board of Governors, dated May 14, 1982,
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Second, the Antitrust Division asserts that, because
banks in Indiana are restricted to operations within a
single county by state branching laws and by a state
prohibition on multi-bank holding companies, banks in
Elkhart County do not have the opportunity to com-
pete with banks in adjacent counties by establishing
branch offices or affiliates in those counties.®

As the Board has previously indicated, the Board
believes that the relevant banking market must reflect
the commercial and banking realities and should con-
sist of the localized area where the banks involved
offer their services and where local customers can
practicably turn for alternatives.” The key question to
be considered in making this selection *‘is not where
the parties to the merger do business or even where
they compete, but where, within the area of competi-
tive overlap, the effect of the merger on competition
will be direct and immediate.”’s

Applying these principles to the facts of this case,
the Board concludes that the relevant banking market
within which to evaluate the competitive effects of this
proposal includes Elkhart County, Indiana, St. Joseph
County, Indiana (including South Bend and excluding
Warren and Olive townships), Cass County, Michigan,
and five townships in Berrien County, Michigan
(Oronke, Berrien, Buchanan, Niles and Bertrand).
This area closely approximates the South Bend-Elk-
hart RMA, and includes the two major population
centers in Northern Indiana, South Bend and Elkhart
City, which are approximately 12 miles apart and
connected by extensive highway systems.

The Board believes that the Antitrust Division’s
narrow definition of the relevant banking market as
Elkhart County alone unduly emphasizes the specific
locations at which banks are permitted to do business
in Indiana. The close proximity of Elkhart and South
Bend and the surrounding commercial and industrial
area has resulted in a substantial amount of commuting
across counties in this area. A study of commuting
patterns conducted by the Indiana Employment Secur-
ity Division in 1972 revealed that approximately one
out of nine workers in this arca commutes to work
outside of the workers’ home county. Nearly 20 per-
cent of the labor force employed in Elkhart County
commuted into Elkhart County from adjacent coun-
ties, with the vast majority of those commuters coming
from counties within the South Bend-Elkhart RMA. In
addition, over six percent of the work force residing in
Elkhart County commuted to other counties to work,

6. Indiana Code Annotated 8% 28-1-17-1 & 28-8-2-1 (Burns 1981).

7. See **'Wyoming Bancorporation”, 68 FEDERAL RESERVE Bur 1 F-
TIN 313, 314 (1982).

8. United States v. Philadelphia National Bank, 374 U.S. 321, 357
(1963); United States v. Phillipsburg Nuational Bank, 399 U.S. 350,
364-65 (1970},

with St. Joseph County and townships in Michigan as
the final destination of over three-quarters of these
commuters.

These commuting patterns are corroborated by in-
clusion of Elkhart County and St. Joseph County in a
single Ranally Metro Area. An RMA is defined gener-
ally as a compact area with relatively high population
density that is linked by commuting, retail, and whole-
sale trade patterns.” By definition, an RMA includes a
central city or cities and all adjacent continuously built
up areas as well as certain other areas. These other
areas are included in a given RMA if a minimum of 20
percent of the labor force of that area or 8 percent of
the total population of that area commutes to the
central city and its adjacent built-up areas. The
Board’s judgement is that an RMA usually designates
a defined geographic locality that is demographically
and commercially integrated. On this basis, the Board
has in many cases used RMA’s as guides in defining
relevant geographic banking markets. '

The Board believes that the fact that banks in
Indiana arc legally restricted in their ability to branch
does not preclude them from competing for business
outside of their home county or preclude customers
from seeking the services of out-of-county banks, For
example, during 1980, 1981 and the first half of 1982,
Applicant spent approximately 29 percent of its total
advertising budget in efforts to reach customers in St.
Joseph County.! In addition, Applicant regularly tar-
gets over 20 percent of its banking solicitation calls to
potential customers in the South Bend-Elkhart arca
outside of its home county of Elkhart County, and has
experienced a higher success rate from calls made
through this program to potential customers located
outside of its home county than from calls made to
potential customers within Elkhart County.

The record also indicates that non-residents of Elk-
hart County view banks in Elkhart County as practica-
ble alternatives to banks in their home counties. For
example, during 1980, 1981 and the first half of 1982,
over 25 percent of the home improvement loans made
by Applicant (measured both by number and principal
amount) were sought by and made to residents of the
South Bend-Elkhart area living outside of Elkhart
County, Applicant’s home county.

9. Rand McNally and Company, 1981 Commercial Atlas & Mar-
keting Guide,”" p. 2 (1981).

10. See, e¢.g., ““Ellis Banking Corporation,”” 64 FEDERAL RESERVE
BuirLELIN 884 (1978).

11. While South Bend may be regarded as the media center in the
South Bend-Elkhart area, Elkhart city is served by three local radio
stations, two local television stations, and several local newspapers
and magazines. As a result, use of competing media in South Bend
evidences a conscious choice by banks located in Elkhart City to
reach potential customers in South Bend and the surrounding area.



The Antitrust Division contends that the high unem-
ployment rate presently being experienced by both
Elkhart and St. Joseph Counties (approximately 12
percent) has substantially reduced commuting in the
South Bend-Eikhart arca. ‘The record in this case does
not support this conclusion, and the Antitrust Division
has not provided any data showing that the unemploy-
ment rate has affected commuters in the Elkhart arca
in any greater proportion than non-commuters. ur-
ther, while the unemployment rate at a given time may
affect the demand for banking services in the short
term, the relevant geographic market for a given
product is shaped by long-term employment patterns
and commercial development.

Accordingly, on the basis of the facts of record,
including the demographic and commercial integration
of the South Bend-Elkhart area, the substantial com-
muting patterns throughout the arca, the significant
employment of arca-wide marketing techniques, and
the recognition and active use by customers through-
out the arca of banks outside their home county as
practicable alternatives to banks within their home
county, the Board has determined that the relevant
geographic market in this case is the South Bend-
Elkhart arca and is not, as the Antitrust Division
suggests, limited to Elkhart County alone.

Within the relevant banking market, Applicant is the
fourth largest of 22 commercial banking organizations,
controlling 11.0 percent of total deposits in commer-
cial banks in the market. Bank ranks as the market’s
12th Jargest commercial banking organization and
holds 2.9 percent ol the total deposits in commercial
banks in the market., Upon consummation of the
proposed merger, Applicant would become the mar-
ket's second largest commercidl banking organization
and would control 13.9 percent of the total deposits in
commercial banks in the market.

Consummation of the proposed merger would elimi-
nate some existing competition in the relevant banking
market. However, in view of all of the facts of record,
including the relatively low level of market concentra-

12. The four firm concentration ratio is 53.4 percent, and upon
consummation, would increase to 56.3 pereent.
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tion,'2 Bank’s small size, and the existence of numer-
ous remaining banking alternatives in the market, the
Board docs not regard the climination of competition
in this case to be so significant as to warrant denial of
the application. Accordingly, the Board concludes that
consummation of the proposed merger would not have
a signiticant adverse effect upon cxisting or potential
competition. Thus, competitive effects are consistent
with approval.

The financial and managerial resources of Appli-
cant, its parent, and Bank are regarded as generally
satisfactory and their future prospects appear favor-
able. As a result, considerations relating to banking
factors arc consistent with approval. Although no new
banking services would be introduced to the relevant
banking market as a result of the proposed transaction,
the customers of Bank would benefit from the addition
of new services, including access to Applicant’s Auto-
matic Teller Machine network, the addition of VA and
FHA lending programs, and the addition of data
processing services. Thus, considerations relating o
the convenience and needs of the community to be
served are consistent with approval and tend to out-
weigh any adverse competitive effects of the transac-
tion. Bascd upon the foregoing and other coansidet-
ations reflected in the record, the Board’s judgment is
that consummation of the transaction would be con-
sistent with the public interest.

On the basis of the record and for the reasons
discussed above, the application is hereby approved.
The transaction shall not be consummated before the
thirticth day tollowing 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, pursuant to delegated authority.

By order of the Board of Governors, cffective
September 28, 1982.

Voting for this action: Chairman Volcker and Governors
Martin, Partee, ‘T'ceters, Rice, and Gramley, Absent and not
voting: Governor Wallich.

(Signed) JAMES MCAFEE,

[SEAL| Associate Secretary of the Board.

Legal Developments contintted on next page.
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ORDILRS APPROVING APPLICATIONS UNDIR 1HI BANK HHOLDING COMPANY ACT

AND BANK MIRGER ACT

By the Board ol Governors

October 1982

During September 19820 the Board ol Governors approved the applications listed below. Copies are available
upon requiest to Publications Services. Division of Support Services. Board of Governors of the FFederal Reserve

Svetem, Wishington, D.C, 20851,

Section 3

Applicam

Cripple Creek Bancorporation. Inc..
Cripple Creck. Colorado

First City Bancorporation of Texas. Ing..

Bankosy

Bank of Cripple Crech.
Cripple Creek. Colorado
st City Bunk  Fasto NCA

Houston, Texas
Mercantile ‘Texas Corporation.
Dallas. ‘Texas

I'exas Commerce Banceshares. Inc..

Houston. 'exas

By Federal Reserve Banks

El Paso. Texas
Ashlord Bank.
Houston. Texas

Texas Commerce Bank-Greens Crossng.

N.AL
Houston. Texas

Board action
reltectinve

dated
September 270 [9R2
September 7L 1982
September 17, 1982

September 15, 1982

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

Section 3

Applicant

Affihated Bankshares of Colori-
do. Inc..
Boulder. Colorado

American Hertage Bancorp. Inc.,

I:l Reno. Oklahoma

Ashby Bancshares. Inge..
Ashby. Minnesota

RBellield Bancshares, Ing..
Belfield. North Dakota

B.O.A. Bancshares. Inc..
Houston. ‘Texias

Cedar Valley Bankshares. Tad..
Charles City. Towa

Centrad Bancorporation. Ingc..
Denver, Colorado

Central Colorado Company.
Denver. Colorado

C.C.B.. Inc..
Denver. Colorado

Bank(s)

Alameda National Bank.
Lakewood, Colorado

American Heritage Bank.
Il Reno. OKklahoma

First State Bank of Ashby .
Ashby. Minnesota

First National Bank ol Beltield.

Belfield, North Dakota
Bank ot Almeda.
Houston. Texas
First Security Bank & Trost
Company,
Charles City. Towa

Cential Bank of Chattield, N. AL

[ittleton, Colorado

Reserve

Bank

Kansas City

Kansas City
Minncapolis
Minneapolis
Dallas

Chicago

Kansas City

Ifective
date

Auglist 270 [9K2

August 23, 1982
August 3L 19R2
September 1L 1982
September B 1982

September 1, 1982

August 30, J9R?



Scction 3—Continued

Applicant

Cuentral Fidelity Banks, Inc..
Richmond. Vitgima

Century Bank Shanes,
L.yman. Wyoming

Crtizens Bank Holding Company.

Finley. North Dakota

Columbia Bancshares. Ine..
Colunbia. Hlinois

Dallas Guaranty Banceshares,
Inc..
Dallas. ‘Texas

First & Merchants Corporation.
Richmond. Virginia

First Bane Group. Inc..
centralice. Hlinois

First Bancorporation of Ohio,

Akron. Ohio

First Comanche Banceshares, Inc..

Comanche. Texis

First National Columbus Ban-
corp.
Columbus. Nebrasha

First Port Allen Banceshares, Ine..

Port Allen. Lowistana
I-irst Republic Bancshares. Inc..
Rayville. T.ouiskna

[:ssex Towa Bancorporation. lne..

Lssex. Towa

Follett Baneshares. Inc..
Follett, Texas

Glendive Bancorporation. Ine..
Glendive, Montana

Haskell Bancorporation. Inc..
Haskell. Oklahoma

Humble Bancshares. Inc..
Humble. Texas

Kersey Bancorp. Inc..
Kersey. Colorado

Ihe Magnolia State Corporation.
Bay Springs. Mississippi

Manchester Bancorp. Inc..
Manchester. Kentucky

Bunkisi

I he Washmgron County Nitional
Bank of Ahingdon,
Abingdon. Virginia

Iarst State Bank ot FLyman.
Fyman. Wyoming

Citizens State Bank ol Finley,
I'inley . North Dakota

Columbia National Bank.
Columbii. Hhnois

Guaranty Bank.

Daldlas, Texas

The Wise County National Bank.
Wise. Virginm

Ashley State Bank,
Ashley . Hlinois

The st State Bank of Centralia.,
Centralia. Hinois

Hovleton State and Savings
Bank.
Hoy leton. Hlinois

Fhe Twinsburg Banking
Company .
Twinsburg, Ohio

Iirst Comanche Bank.
Comanche. Tevas

First Nanonal Bank and Trust
Company.
Columbus. Nebraska

First National Bank of Port Allen.
Port Allen. Lowisiana

First Republic Bank.
Ravville. Touisiani

['he First Natonal Bank off
Fossen,
lasex, lowa

I'he Tollett Nanonal Bank.,
1 ollert. Texas

First Fidelnty Bank.
Glendive. Montana

I'he First Bank o Haskell.
taskell. Oklahoma

Humble National Bank.
Humble. Texas

Kersev Stite Bank.
Kersey, Colorado

Jasper County Bank.
Bav Springs. Mississippi

First State Bank.
Manchester. Kentuchy
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Reserve

Bank

Richmond

Kansis (iy

Minneapolis
St Lows
Dallas

Richumond

St ouis

Cleveland

Dallas

Kinsas City

Atlanta
Dallas

Chicago

Dillas
Minneapolis
Kansas Ciy
Dadas
Kansas City
Atlanta

Clevelund

| ."’L“\.'l | ¢
date

August W,

September
August 27,
September

September

Seprembes

Seprember

September

September

September

August 27
Septembet

September

September
Augnse 0.
September
September
September
August 270

September

[9R?

220 982

1UR2

1> [9RZ

9. 1982

TLOR2

10, TOK2

K.I9u2

RN DL

20 19K

19R2?

16, [UR2

L1982

2. 182

10%2

HOL 1982

20, [9R?

1. TUR2

tuR2

31982
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Section 3 Continued

Applicant

Maple Thil Banceshares. Inc..
Maple Hitl, Kiansas

Navcogdoches Commercial Bang-
shares. Ine..
Nacogdoches., Tevis

Nicol Bankshares Corp..,
Olathe. Kansas

Noble Bank Holding Company .
Ine..
Red Wing, Minnesola

Northeast Bancorporation. Inc.,
Minncapolis. Minnesota

North Side Bancorp. Inc.,
Racine, Wisconsim

Palm Bancorp,
Palmerton. Pennsyivanii

Peoples Baneshares, T,
Waterloo, Towa

Plainview irst National Banc-
shares. In¢..
Plamview, ‘Texas

Schreiner Baneshares, Inc..
Kerrville, Fesas

Security Baneshares, Inc..
Dunseith, North Dakota

"1, Corporalion.
Tampa. Plorida

First Florida Banks. Inc.,
Tampa. Florida

Union Bancshares, Inc..
Livingston, Tennessee

Union Hinois Company .
Fast St Louis. linors

U nion National Corporation.
Mt Lehanon. Pennsy lvania

Umited Bancorporation. Inc..
Rocktord. Tllinois

October 1982

Reserve
Bank(s) Bank

Fhe Stochgrowers State Bank.
Maple Hill, Kansas

Commetrcial National Bank in
Nuvogdoches,
Nacogdoches., Texas

I nst Citibank ol Olathe.
Olathe. Kansas

Prallas

Kansas Clity

Lirst State Bank of Red Wing, Minncapolis
Red Wing. Mimmnesota
F st American State Bank of Mmncapolis

Sargeint.,

Sargeant, Minnesota
Noith Side Bank.

Riacine. Wisconsin
North Side Bank of Caledonia.

Cidedonia. Wisconsin
Lhe Fitst National Bank ol

Palmerton.

Palmerton, Pennsvivania
K-S Banco. Inc..

Wiaterloo. fowa

Chicago

Philadelphia

Chicago

st Natonal Baneshares. Ine.. lexas
Plainview ., lTexas

Southwest National Bank. Dallas
Austin, Texas

Seacurity State Bank ol Dunseith. Minneapolis
Dunseith. North Dakota

Clearwater Beach Bank. Atlanta
Clearwater. Florida

Northeast Bank of Clearwater,
Clearwater. Plonida

Union Bank & Trest Compuny . Atlunta
Livingston. I'ennessee

Cotumbia National Bank. St Louis

Columbia, Hlinos

Kevstone National Bank.
Punssatavwney. Pennsy vania

Lonited Bank of Hlinois. NUA.LL
Rockford. Hlinois

United Bank ol Belvidere.,
Belvidere. Hlinois

L nited Bank of Southgate.
Rockford. Hhinos

United Bancorporation. Inc..
Rocklord. Hlinois

S.8.A Company .
Rockford. Hlinois

Cleveland

Chicugo

Kansas City

Fitective

date
September X, 1982
September 17, 1982

August 24,

September

September

Seprember

September

August 3

September

September
September

September

Seprember
September
August 27,

September

1982

1. 1982

10, 1982

16, 1982

3. 1982

1982

2. 1982

TOIOK2

2. 1982

71082

1o, 1982

15, 1982

1982

15, 1982



Section 3—Continued

Applicant

Valley Bancorp. Inc..
Hopkins, Missouri

Webbers Falls Bancorp. Inc..
Webbers Falls, Okkvhoma

Western National Bancorpora-
tion. Inc.,
Tulsa, Oklahoma

Section 4

Applicant

First National Bancshares, Inc..

East Lansing, Michigan
Citizens and Southern Georgia
Corporation,
Atlanta, Georgia
Puget Sound Bancorp.
Tacoma, Washingion

Scctions 3 and 4

Applicant

Gl & MIL. Limited,
Aplington, lowa

Panora Financial
Corp.,
Panora, lowa

Bank(s)

State Savings Bank.
Aplington. lowa Inc..

Mid lowa, Inc..
Panora. lowa
Panora State Bank.
Panora, lowa
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Resenve
Bank(s) Bank
Oregon Corporation.
Rocktord, Lhnois
Last Riverside Inc..
Rockford. Hlinos
Thirty-Three Venturers, Inc..
Hopkins. Missouti
Webbers Falls State Bank.,
Webbers Falls. Oklahoma
Western National Bank of Tulsa.
Tulsa. Oklahoma

Kansas City
Kansas City

Kansas City

Nonbanking
company
1OF activityy

Reserve
Bank
I.¢ Ann Corporation. Chicago
Fast Lansing, Michigan
Oglethorpe Toan Company.

Savannah. Georgia

Atlanta

Washington Mortgage Compa- San | rancisco
ny. Inc..
Scattle. Washington
Washington Leasing Corpora-
tion and Affiliated Iiscrow,
lne..
Secattie. Washington

Nonbanking
company
{or activity )

Reserve
Bank
Aplington Insurance. Chicago
Aphngton. lowa

10 engage in generil in-
surance activities in
i town with a popu

lation of less than
5000

Chicago

Eltective
date

September 2. 1982
August 27, 1982

August 26. 1982

FATective
date

September 13, 1982

August 31, 1982

September 17, 1982

IfTective

dinte

September 17, 1982

September 24, [982



680 Federal Reserve Bulletin - . October 1982

ORDERS APPROVID UNDER BANK MERGIR AT

By the Board of Governors

Applicant Bank(~)

United Virginia Bank.

Richmond. Virginia
Hienry County,

Fieldale. Virginia

Citizens National Bank.,

I'he First National Bank
of Martmsyille and

Reserve I-flective
Bank date
Rickmond September 7. 1982

New Market, Virginia

PINDING CASES INVOIVING THE BOARD O GOVERNORS™

“Lhis list of pendme cases does not include suits
against the ederal Reserve Banky in which the Board
of Governors iy vot named o party,

Association of Data Processing Service Orveaniza
tions, Inc.. et al. . Board ol Governors, tiled
August 1982, L.S.CoAL for the District of Columbia,

Lhe Philadelphia Clearing Howse Association, et al. v,
Board of Governors. tiled July 1982, U.S.D.C. for
the Fastern District of Pennsyivania.

Richiev s, Boand of Governors, et al. tiled Mav 192,
(L.S.D.C tor the Northern District of Blinois.,

Monteomery v, Urah, eral. filed May 1982 U.S.D.
for the District ol Utah,

Wyoning Bancorporation s . Board of Governors. tiled
May 1082, ULS.C.AL Jor the Tenth Cireuit.

First Bancorporation . Board ol Governors, iled
April 1982, U.S.C AL tor the Tenth Cireuit.

Charles G Vick v Panl AL Volcker, er al., tiled March
19R2. 1..S.D.C.tor the District ol Columbia.

Jolene Gustatson v, Board of Governors, filed March
1982, UL.S.C AL Tor the Firth Cirewnt,

Christian Educational Assoctarion, Ine. v Federal
Reserve Svstem, tiled January 1982, 1.S.D.C. for
the Middle Distriet of Florida.

Option Advisory Service. Ine. v Board of Governors,
filed December 1981 U.S.C.AL tor the Second
Cireuit,

Livwin . Gordon v Board of Governors. et ol liled
October 1981, LS. C.AL for the Eleventh Cireuit
ttwo consolidated cases).

Wendall Hall v. Board Governors, er al. liled Septem-

ber 19R1E, LES.DLCL tor the Notthern District of

Georgia.

Allen Wolfson v. Board of Governors, filed September
1981, UL.S.D.C. for the Middle District of Florida.
Option Advisory Service, Inc. v Board of Governors.
filed September (981, U.S.C. AL for the Scecond

Ciretit (two cases).

Bank Stationers Association, Ine., et al. v, Board of
Governors, liled July 1981, U.S.D.C. Tor the North-
ern District of Georgia.

Public tnterest Bounty Huvters v Board ol Gover-
nors. et al.. liled June 981, U.S.D.C. for the
Northern District of Georgtia.

Ldwin I Gordon s John Heimann, et al.. liked May
1981, LS. CUAL for the Fifth Circuin.

First Bank & Trust Company v. Board of Governors,
filed February 1981, U7.S.D.CL tor the EBastern Dis-
trict of Kentucky.

9 to S Organization for Women Office Workers .
Board of  Governors.  tiled  December 1980,
U.S.D.CLfor the District of Massachusets.,

Securiries Indusiry Association v, Bourd ol Gover-
nors. et al., fled October 1980, U.S.D.C. for the
District of Columbia.

Securities Industry Association v, Board of (GGover-
nors, et al.. tiled October 1980, U.S.C. AL for the
District of Columbia,

A G Becker, Ine. v, Board of Governors, et al., liled
October 1980, U7.S.D.C. for the District of Colum-
bia.

AL G Becker, e v Board of Governors, et al., iled
October 1980, .S, CLAL Tor the District of Colum-
bia.

AL G Becker, Ine. . Board of Governors, et al,, liled
Angust 1980, U.S.D.C. for the District of Columbia,

Berkoviez, et al. v Governmenr of fran, et al.. filed
June 1980, U.S.D.C. tor the Northern District off
California.
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1.10 MONETARY AGGREGATES AND INTEREST RATES
1981 1982 1082
ftem
Q3 F 04 Ol 02 Apr. May June Juty Aug
Monctiny and credit aggregates
{annual 1ates ot change, seasonally adjusted in percent)!
Reserves of depository instrutions
I Total......... e e 34 31 75 .0 2.4 22 212 1.6 8.8
2 Required . .. .o 2.4 3.5 71 1.1 52 .5 3R 1.8 8.9
3 Nonborrowed .. . 75 10.9 -y 4.2 2.1 17.0 5 14.8 145
4 Monetary base? ... ..o o 417 I8 78 7.1 9.2" 8.0 77 2.8 6.8
Concepts of money and liquid as
SML... ..o o 3 5.7 10.4 3.3 11.0 2.4 3 37 10.4
6 8.3 89 9.8 9.5 10.0 107 0.0 v.7 14.2
7 12 9.3 87 w7 120 13 8y 12.67 IR.4
8 19 107 103 1y 114 13.0 a6 na n.a,
Time and savings deposits
Commercial banks
9 Total ....... 8.4 8.3 7.5 17.1r 187 18.1 17.3¢ 22.9 (6.3
10 Savingst. ... J -22.7 119 87 2.0 7 L5 370 - 228 84
11 Small-denomination ime? ... ... 24.3 20.8 9.7 238 28.8 208 15.% 29.1 0.3
12 Large-denomination time®. ..., 360 5.4 46 17.07 87 240 2067 36.47 227
13 ‘Thrift institutions’ ............. 2.6 2.7 31 606 53 9.9 38 10,47 58
14 Total loans and securitics at commercial banks? PR 8.7 3.0 2.0 8.0 88 8.2 Sa 6.4 62
1981 1982 1982
Q4 Ol Q2 03 May June Tuly Aug. Sept.
Interest rates (fevels, pereent per anuum)
Short-term rates
15 Federal funds?, ... . . ... ... ... ... 13.59 14 23 14 52 1104 14.45 14.15 12.59 1012 10 31
16 Discount window hnrr()wing'“. IR 13.04 12.00 12 00 10.83 12.00 12.00 F1L81 10.68 10.00
17 Treasury bills (3-month market gncld)” . 11.75 12.81 12.42 9.32 12.09 12471 11.35 8.68 7.92
18 Commercial paper (3-month) ™12, .0 13.04 13.81 13.81 LS 13.42 139601 12.94 10.15 11136
Long-term rates
Bonds
19 US. government™ . ... oL oL 14.14 14.27 13.74 12,94 13.40 4181 13.76 12.91 12 16
20 State and local government™ . 12.54 13 02 1233 11w 11.95 12451 1228 1123 10.66
21 Aaa utility (new issuc}”. 15.67 1571 1573 14 25 1522 1592 15.01 1305 1350
22 Conventional mortgages'® ... 17.33 17.10 16.63 n.a. 16.50 16.75f 16 50 15.40 W

1. Unless otherwise noted, rates of change are caleulated trom average amounts
outstanding in preceding month or quarter.

2. Includes reserve balances at Federal Reserve Banks in the current week plus
vault cash held two weeks cartier used to satisty reserve requirements at all deposi-
tory institutions plus currency outside the U.S. Treasury. Federal Reserve Banks,
the vaults of depository institutions, and surplus vault cash at depository mstitu-
tions.

3. M1: Averages of daily tigures for (1) currency outside the Treasury, Federal
Reserve Banks, and the vaults of commercial banks; (2) traveler's checks ot non-
bank issuers; (3) demand deposits at all commercial banks other than those due
to domestic banks, the U.S, government, and foreign banks and ofticial institutions
less cash items in the process of collection and Federal Reserve float; and (4)
negotiable order of witfulmwal (NOW) and automatic transfer service (A18) ac-
counts at banks and thrift institutions, credit union share draft (CUSD) accounts,
and demand deposits at mutual savings banks.

M2: M1 plus savings and small-denomination time deposits at all depository
institutions, overnight repurchase agreements at commercial banks, overnight Lu-
rodollars held by U.S. residents other than banks at Caribbean branches of member
hunks.)and balances of moncy market mutual funds (gencral purpose and broker/
dealer).

M3: M2 plus large-denomination time deposits at all depository institutions and
term RPs at commetrcial banks and savings and loan associations and balances ot
institution-only money market mutual funds.

1.: M3 plus other hquid assets such as term Eurodollars held by U.S. sesidents
other than banks, bankers acceptances, commercial papet, Treasury bills and other
liquid Treasury securities, and U.S. savings bonds.

4. Savings deposits exclude NOW and ATS accounts at commercial banks and
thrifts and CUSD accounts at credit unions.

5. Small-denomination time deposits

amounts ot less than $100,000
6, Large-denomination time deposits are those issued 1n amounts of $100,000 or
more.
7. Savings and loan associations, mutual savings banks, and credit unions,

including retatl RPs= aire those issued in

8. Changes caleulated from hgures shown in table 1.23. Beginning December
1981, growth rates 1etlect shitts of foreign loans and seeuritics from U7 § banking
ottices to international banking tacilitics.

9. Averages ot daily clfective rates (average of the rates on a given date weighted
by the volume of transactiony at those 1ates)

10. Rate tor the Federal Reserve Bank of New Yok,

o Quoted on a bank-discount basis

12. Unweighted average ot oftering riates quoted by ut least five dealers.

13 Market yiclds adjusted to a 20-year maturity by the U S Ticasuy.

14. Bond Buyer series tor 20 issues of mixed quality

15. Weighted averages of new publicly ul'fcrcd| bonds rated Aua, Aa, and A by
Moody's Ivestors Service and adjusted to an Aaa basis, Federal Reserve com-
pilations.

16 Average rates on new commitments for conventional tirst mortgages on new
homes in i)rimuly markets, unweighted and rounded to nearest 5 basis pomts, trom
Dept. of Housing and Urban Development,

Noir. Revisions in reserves ot depository institutions retlect the transitional
phase-in of reserve reguirements as specified in the Monctary Contiol Act ot 1980,
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1.11 RESERVES OF DEPOSITORY INSTITUTIONS, RESERVE BANK CREDIT

Millions of dollars

Munlhl( averages of
daily figures Weekly averages of daily tigures for week endling
Factors
1982 1982
July Aug. Sept. Aug. 18 Aug. 25 Sept. | Sept. 8 Sept. 15 Sept. 22 | Sept. 29
SUPPLYING RESERVE FUNDS
1 Reserve Bank credit outstanding. . ......... 153,468 153,903 152,834 154,854 153,804 153,195 152,702 153,044 153,823 152,755
2 U.S. government securitics' ... ..., 132,400 | 132,787 | 131,920 133,776 133,282 132,991 132,092 131,273 132,089 131,736
3 Boughtoutright. . .............. 131,540 | 132,666 | 131,436 133,607 133,282 132,821 132,092 131,020 131,319 131,226
4 Held under repurchase agreement 860 121 484 169 0 170 0 253 770 510
5 Federal agency securities. ........ . 9,223 9,004 9.042 9,006 8,955 8.988 8,954 8,973 9,109 9,014
6 Boughtoutright ........... .... ..., . 9.001 8,969 8,951 8,955 8,955 8,955 8,954 8,950 8,949 8,949
7 Held under repurchase agreements ... ... 222 35 91 51 0 33 0 23 160 65
8 Acceptances ... i, o . 300 56 159 66 Y 81 0 94 330 142
9 Loans..... . 669 506 976 482 609 507 948 1,330 810 749
10 Float..... . ... ... . .. ... 1,972 2,056 1,633 1,909 1,858 1,556 1,918 2,292 2,282 1,764
11 Other Federal Reserve assets ... .. ..., 8.904 9,494 9.104 9615 9,100 9,073 8,791 4,084 9,203 9,350
12 Goldstock. ... 11,149 11,148 11,148 11,148 11,148 11,148 11,148 11,148 11,148 11,148
13 Special drawing rights certificate account. .. 3,895 4018 4,118 4018 4,018 4,018 4,018 4,018 4,218 4,218
14 Treasury currency outstanding .. . .. ... 13,785 13,786 13,786 13,786 13,786 13,786 13.786 13,786 13,786 13,786
ABSORBING R $t RVE FUNDS
15 Currency in circulation. . 147,850 148,218 148,631 148,763 148,098 147,783 149.070 149,471 148,425 147,642
16 Treasury cash holdings.............. ... 429 416 415 414 416 417 413 413 413 419
Deposits, other than reserves, with Federal
Reserve Banks
17 Treasury ... ... 3,319 3310 4,062 2973 2,872 3.157 3.776 3,468 3,611 4,489
18 Foreign . ... . . . . ... .. S 3 314 264 283 295 346 247 242 248 287
19 Other 615 646 509 623 576 552 520 582 547 392
20 Required clearing balances ... 220 234 275 234 236 247 268 275 291 296
21 Other Federal Reserve liabilitics and
capital ... ... ... e e 5,280 5,246 4,836 5,284 5,210 5,030 4,630 4,952 4,897 4,882
22 Reserve accounts? ... ... . . 24,273 24,471 22,894 25233 25,0582 24,614 22,729 22,592 24,543 23,501
End-of-month figures Wednesday figures
1982 1982
July Aug. Sept. Aug. 18 Aug. 25 Sept. 1 Sept 8 Sept 15 Sept. 22 Sept. 29
SUPPLYING RLSERVE FUNDS
23 Reserve Bank credit outstanding. ... ... .. L] 153,768 | 153,643 | 156,519 154,669 156,689 155,223 152,659 154,865 153,665 151,850
24 U.S. government sccurities! .............. 132,640 | 132,858 1 134,393 133,189 134,738 132,883 130,683 129,645 131,205 130,305
25  Boughtoutright....................... 132,640 131.669 130,591 133,189 134,738 132,883 130,683 129,645 131,205 130,305
26  Held under repurchase agreements. .. 0 1,189 3,802 0 [i] 0 0 0 0 0
27 Federal agency sceurities . ................ 9,001 9,184 9,950 8,955 8,955 8,954 8,954 8,949 8,949 8,949
28 Boughtoutright ....... . ... ... . 9,001 6,955 8,949 8,955 8,955 8,954 8,954 8.949 8,949 8,949
29 Held under repurchase agreements . 0 229 1,001 0 0 0 0 0 0 0
30 Acceptances ... ... 0 565 813 0 0 0 0 0 0 0
31 Loans..... . 458 449 1,123 935 1.637 1,356 482 3,798 1,965 1,154
32 Float. ................. . . 1,713 1,446 567 2,477 2,156 3,201 3,170 3,315 2,110 1,937
33 Other Federal Reserve assets . ..., ........ 9,956 9,14] 9 673 9,113 9,203 8,829 9,370 9,158 9,436 9,505
34 Gold stock 11,149 11,148 11,148 11,148 11,148 11,148 11,148 11,148 11,148 11,148
35 ’Srpecizll drawing rights certificate account. .. 4,018 4,018 4,218 4,018 4,018 4,018 4,018 4,018 4218 4,218
36 Treasury currency outstanding . .. ... 13,786 13,786 13,786 13,786 13,786 13,786 13,786 13,786 13,786 13,786
ABSORBING RiSERVE FUNDS
37 Currency in cireulation. . ..... .. .. ..., 147,051 | 148,310 | 148,110 148,824 148,132 148,578 150,064 149,343 148,241 148,178
38 Treasury cash holdings. .................. 418 418 423 414 416 415 410 413 413 421
Deposits, other than reserves, with Federal
Reserve Banks
39 Treasury .... 3,275 3.234 10,975 3,147 3,541 3,460 4,041 3,565 3,648 8,320
40 Foreign 982 348 396 30 319 344 226 305 235 295
41 Other. .. .. ..... . 663 502 405 587 598 563 534 573 410 386
42 Required clearing balance 221 247 300 234 237 247 259 268 279 296
43 Other Federal Reserve liabilities and
capital ..., .. . 5,359 4,791 5,047 5,084 5.042 4,531 4,673 4,716 4,725 4,669
44 Reserve accounts? . ....... ... 24,752 24,745 20,015 25,021 27,356 26,037 21,404 24,634 24,866 18,437
L Includes securitics loaned—fully guarantced by U.S. government securities 2. Excludes required clearing balances.

pledged with Federal Reserve Banks-—and excludes (if any) securitics sold and
scheduled to be bought back under matched sale-purchase transactions. Nott  For amounts of currency and coin held as reserves, see table 1.12.
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1.12  RESERVES AND BORROWINGS Depository Institutions

Millions of dollars

Monthly averages of daily figures
I
Reserve classification 1981 1982
Dec Jan. teb Mar. Apr. May June Juty Aug Sept ?
1 Reserve balances with Reserve Banks!, . 26,163 26,721 25,963 24,254 24,565 24,207 24,031 24,273 24,471 22,852
2 Total vault cash (cstimated). . . 19,538 20,284 19,251 18,749 18.577 19,048 19,318 19,448 19,500 19,914
3 Vault cash at institutions with \u;mrul
reserve balances? .., ... oL L 13,577 14,199 13,082 12,663 12,709 12,972 13,048 13,105 13,188 13,754
4 Vault cash equal to required reserves at
other institutions . ........ . 2,178 2.290 2,235 2313 2,284 2373 2,488 2,486 2,518 2,832
5 Surplus vault cash at other msmuuons‘ . 3,783 3,795 3.934 3,773 3,584 3,703 3,782 3,857 3,794 3,328
6 Reserve balances + total vault cash® . 45,701 47,005 45214 43,003 43,142 43,255 43,349 43,721 43971 42,766
7 Reserve balances 1+ total vault cash used
to satisfy reserve requirements® S . 41,98 43,210 41,280 39,230 39,558 39,552 39,567 39,804 40,177 39,438
cquired reserves (estimated). 41,606 42,785 40,981 38,873 39,284 39,192 39,257 39,573 39,866 39,574
ss reserve balances at Resorve Banks? 6 312 425 299 357 274 360 310 291 31 - 136
10 Total borrowings at Reserve Banks ... .. 642 1,526 1713 1,611 1,581 1,105 1,205 669 510 Y76
11 Seasonal borrowings at Reserve Banks 53 75 132 174 167 237 239 225 1y 102
12 Extended credit at Reserve Banks ... 149 197 232 309 245 177 103 46 94 118
1
Weekly averages of daily tigures for week ending
1982
—
July 28 Aug. 4 Aug. 11 Aug. 18 | Aug. 25 Sept. © Sept. 8 Sept. 15 Sept. 227 | Sept 297
13 Reserve balances with Reserve Banks!. .. 24,148 23,955 23,302 25,233 25.052 24,614 22,729 22,592 24,542 23,512
14 Total vault cash (L,sunmu,d) ............ 20,252 149,846 20,172 19,227 18.834 19.579 20,006 20,541 18,745 20,418
15 Vault cash at institutions with required
reserve balances? ... L 13,623 13,520 13,372 13,003 12.822 13,397 13,476 13,734 13,320 14,200
16 Vault cash equal to required reserves at
other institutions ......... ... 2,597 2,520 2,814 2,397 2.429 2.417 3179 3.229 2,404 2,879
17 Surplus vault cash at other m&smmmuﬁJ . 4,032 3,806 3,986 3.827 3.583 3,765 3,351 3,578 3,021 3,339
18 Reserve balances 1 total vault cash? ... .. 44,400 43,801 43,474 44,460 43,886 44,193 42,735 43,133 43,287 43,930
19 Reserve balances + total vault cash used
to satisfy reserve requirements®s .. 40,368 39,995 39,488 40,633 40,303 40,428 39,384 39,555 40,266 40,591
20 Required reserves (estimated). ......... .. 40,057 39,701 39,162 40314 40,043 40,066 38,719 39,235 40,002 40,279
21 Fxcess reserve balances at Reserve Banks®6 3t 294 326 319 260 362 665 20 264 32
22 Total borrowings at Reserve Banks . 548 679 369 482 609 507 948 1,330 809 749
23 Seasonal barrowings at Reserve Tanks (88 166 133 131 94 95 106 89 100 112
24 Extended credit at Reserve Banks. ... 24 20 64 123 118 116 116 116 118 124

1. As of Aug. 13, 1981, excludes required clearing balances ot all depository
institutions,

2, Before Nov. 13, 1980, the figures shown retlect only the vault cash held by
memhcr banks.

Total vault cash at institutions without required reserve balances less vauit

cash equal to their required reserves,

4, Adjusted to include wawvers of penaltics for weserve deficiencies w accordance
with Board policy, ctfective Nov. 19, 1975, of permutting transitional relief on a
graduated basis over a 24-month period when a nonmember bank merged into an

existing member bank, or when a nonmember bank joins the Fedeial Reseive
System. For weeks for which figures are preliminary, figures by class of bank do
n(n add to total because adjusted data by class are not available.

Reserve balances with Federal Reserve Banks, which exclude required clear-
mg hd].m(,cs plus vault cash at institutions with required reserve balances plus vault
cash equal to required reserves at other institutions

6. Reserve balances with Federal Reserve Banks, which exclude required clear-
ing balances plus vault cash used to satisfy reserve requirements less required
reserves. (This measure ot excess rescrves is comparable to the old excess reserve
concept published historically.)
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1.13 FEDERAL FUNDS AND REPURCHASE AGREEMENTS Large Member Banks!

Averages of daily figures, in millions of dollars

1982, week ending Wednesday
By maturity and source

Aug. 4 Aug. Ll Aug. 18 | Aug. 25 Sept. | Sept 8 Sept. 15 | Sept. 22 | Sept. 29

One day and continuing contract

I Commercial banks in United States. .. . ........ Coe 56,000 57841 55,543 53.5K7 §2.371 58,405 60,900 54,117 50,972
2 Other depository institutions, foreign banks and torcign
official stitutions, and U.§ government agencies 22,6517 22 4947 2.172 22,720 22.401 21,308 22967 24,830 24,267
3 Nonbank securities dealers ... .. .00 Lo 5023 5,932 4,996 4,800 4,989 5,125 4. RR6 5,655 4,713
4 Allother . . ... Lo s 22,441 21,577 22,031 22,766 21,586 22,192 21,618 21,240 20,731
All other maturities
S Commercial banks m United States. .. ............... 4.730 4,448 4,549 4,622 4.833 5,020 5.126 4,454 4,390
6 Other depository institutions, toreign banks and foreign
offictal institutions, and U.S. government agencies . 8,432 8,718 8.761 8,573 8,491 8,354 R.515 8,480 8,171
7 Nonbank securities dealers . . 4,306 4,567 4,480 4,620 4,938 4,281 4,034 5,25 5,616
B Allother .. .. ... L e 9,924 9.672 10,274 9,574 9,064 8.87Y 9,068 9,059 9,284
Mimo: Federal funds and resale agreement foans in ma-
turitics of one day or continuing contract
9 Commercial banks in Umted States .......... ... ..., 24,491 23,906 23,823 25.607 26,070 20,378 27.210 25,451 24,214
10 Nopbank sccurities dealers ... ... oo o 4,724 4,4087 45207 5,100 \ 4,908 4,796 5.257 4,681 4,576

1. Ranks with asscts ot $1 hillion or more as of Dec 31, 1977,
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1.14 FEDERAIL RESERVE BANK INTEREST RATES

Percent per annum

Current and previous levels

Eixtended credit!
ShorHclrm ndjus!lmcnll‘crcdit
and scasonal credit "
s ¢ First 60 days Next 90 days
Pcderal Rfserve of borrowing of borrowing After 150 days
an Effective date
for current rates
Rate on Etfective Previous Rate on Previous Rate on Previous Rate on Previous
9/30/82 date rate 9/30/82 rate 9/30/82 rate 9/30/82 rate
Boston.......... 10 8/27/82 0.5 10 10.5 11 1S 12 12.5 8/27/82
New York. 8/27/82 8/27/82
Philadelphia . 8/27/82 R127/82
Cleveland | 8/30/82 8/30/82
Richmond .. 8/27/82 8/27/82
Atlanta ......... 8/27/82 8/27/82
Chicago......... 8/27/82 8/27/82
St. Louis ... .. 8/27/182 8/27/82
Minneapolis .. . .. 8/27/82 827182
Kansas City ... .. 8127/82 8/27/82
Dallas .......... 8/27/82 8/27/82
San Francisco. . .. 10 8/27/82 10.5 10 10.5 i 1.5 12 12.5 8/27/82
Range of rates in recent years?
Range (or F.R. Range (or F.R. Range (or F.R.
Effective date /I{:lvlerl); B?)'f'k Liffective date }lfl‘llcfl)R B‘(')"‘k Fifective date /I:I‘ic}l) R R;‘)‘f‘k
Banks N.Y. Banks NY. Banks NY.
In effect Dec. 31,1973.......... iz 7 1978— Jan. 9.. .. ..... 6-6V2 [3%] 1980 - June 112 11
1974— Apr. 25.. . V-8 8 20.. .. 6la (7] 11 1
k!l 8 8 May -7 7 July 1011 10
Dec. 7Y4-8 T4 7 7 10 19
T4 TV July 714 Uz Sept. 11 11
7 7V Nov. 2 12
1975— Jan. TVa-1% 7% Aug. T ¥ Dee. 12-13 13
TYa-1Y4 7V Sept. 8 8 13 13
Vs T Oct 8812 ;1%
Feb. 6Ya-TVs 6Ys 7] 8l 1981 - May 13 14 14
64 64 Nov, 812-91 915 4 14
Mar 6V4-6%4 ol 9 92 Nov. 13-14 13
6l 6l 3 13
May 6-64 6 1979 — July 10 Dec. 12 12
6 Aug. 10-10% 104
1976~ Jan. 5Y-6 sl 1042 (117] 1982 July 1512 s
5% Sl Sept. 10V-11 11 1.5 11.5
Nov. Sl4-51, Sl 1 1 Aug. 1-LLS 1
Sl Sl Oct 11-12 12 11 11
2 12 10.5 10.5
1977— Aug. ? SVa-5% St 10-10.5 10
: SVa-5Ys R 1980 Icb. 12-13 13 10 10
Sept. 5% 5% 13 13
Oct. 6 6 May 12-13 13
12 12 In effect Sept. 30, 1982 10 10

1. Applicable to advances when exceptional circumstances or practices involve

i [n 1980 and 1981, the Federal Reserve applied a surcharge to short-term ad-
only a particular depository institution and to advances when an institution 15 under

justment credit borrowings by institutions with deposits of $500 million or more

sustained liquidity pressures, Sce section 201.3(b){2) of Regulation A,

2. Rates for short-term adjustment credit. For description and earlier data sec
the following publications of the Board of Governors: Banking and Monetary
Statistics, 1914-1941 and [941-1970; Annual Statistical Digest, 1970-1979, and 1980.

that had borrowed in successive weeks or in more than 4 weeks in a calendar
quarter. A 3 percent surcharge was in effect from Mar. 17, 1980, through May 7,
1980. There was no surcharge until Nov. 17, 1980, when a 2 percent surcharge was
adopted; the surcharge was 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, As of Oct, 1, the formula for
applying the surcharge was changed from a calendar quarter to a moving 13-week
period. The surcharge was eliminated on Nov. 17, {981
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1.15 DEPOSITORY INSTITUTIONS RESERVE REQUIREMENTS!
Pereent of deposits
Member bank 1equirements Depository stitution requirements
. . before implementation of the atter implementation of the
Fype of deposit, and deposit interval Maonetary Control Act Type of deposit, and Monetaty Contiol Act®
in mullions ot dollars deposit interval
Percent Littective date Percent Etfective date
Net demand? Net bansaction accounts®’
0-2 e 7 12130176 $0-$26 million . .. 3 L1/13/80
2-10 . Ya 12/30/76 Over $26 million . . . 12 11/13/80
10-100 . 11y 12/30/76
100 400 .. ... ... 12V 12/30/76 Nonpersonal time deposit®
Over 400,00 ... lota 12730176 By original maturity
Less than 3l years ... . ..., 3 4129/82
Time and savings?} e yeurs ormore .o L. L. 0 4/29/82
Savings. ... oo oo ool 3 316/67
Lurocurrency labilities
Time! All types . .o 3 11713/80
0-5, by maturity
3-179 days P 3 3/16/67
180 days to 4 years ... .. 2 1/8/76
4 years or moie 1 10/30/78
Over 5, by mannity
30-179 days ... . <] 12/12/74
180 days 10 4 yewmrs . 2l 1/8/76
4years ol more ... L L 1 10130/75

L For changes in rescrve requirements begimning 1963, sce Board's Annual
Staustical Digest, 1971-1975 and tor prior changes, sce Board’s Annual Report tor
1976, table 13. Under provisions of the Monetary Control Act, depository insti-
tutions include commercial banks, mutual savings banks, savings and loan asso-
clattons, credit unions, agencics and branches of foregn banks, and FEdge Act
corporations.

2. Requitement schedules are graduated, and each deposit interval applies to
that part of the deposits of cach bank Demand deposits subject to reserve re-
quirements were gross demand deposits nunus cash items m process ot coflection
and demand balances due from domestic banks.

‘I'he Federal Reserve Act as amended through 1978 specitied different ranges of
requirements (o1 reserve city banks and tor other banks Reserve aties were des-
ignated under a criterion adopted cttective Nov. 9, 1972, by which a bank having
net demand deposits of more than $400 million was considered to have the character
of busmess ot a yeserve vity bank. The presence of the head oftice of such a bank
constituted designation of that place as a teserve city. Cities in which there were
Federal Rescerve Banks or branches were alsa reserve cities Any banks having net
demand deposits of $400 million or less were considered to have the character of
business ot banks outside of reserve cities and were permitted to maintain reserves
at ratios sct for banks not in reserve citics.

Effective Aug. 24, 1978, the Regulation M reserve requirements on net balances
due from domestic banks to their forcign branches and on deposits that foreign
branches lend to U.S, residents were reduced to zero tfrom 4 percent and 1 percent
tespectively The Regulation D reserve requirement on borrowings trom unrelated
banks abroad was also reduced to 7ero from 4 percent.

Effcctive with the reserve computation period beganing Nov. 16, 1978, domestic
deposits of L:dge corporations were subject to the same rescive requirements as
deposits of member banks.

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

The average reserve requirement on savings ad other time deposits before
implementation of the Monetary Control Act had to be at least 3 percent. the
minimum speciticd by law.

4. Eftecrive Nov, 2, 1978, a supplementary reserve reguirement of 2 percent was
imposed on knge time deposits 0'(:)51()(),[)(]() or more, obligations of affiliates, and
incligible acceptances. This supplementary requirement was climinated wath the
maintenance period beginning July 24, [980.

Eftective with the reserve maintenance period beginning Oct. 25, 1979, & mar-
ginal reserve requirement of 8 percent was added to managed liabilitics in excess
of a base amount. This marginal requirement was increased to [0 percent beginning
Apr. 3, 1980, was decreased to 5 pereent beginning June 12, 1980, and was reduced
to zero beginning July 24, 1980, Managed labilities are detined as large time

Meposits,  Eurodollar borrowings,  repurchase  agreements  against U.S.
NOFHY-“PO-=PABLE1.T6

18. Between Jan, 1, 1980, and Aug. 1, 1981, commercial banks, and thritts were
authorized to ofter variable ceiling nonnegotiable time deposits with no required
minimum denomination and with maturitics of 214 years ot more. Effective Jun.
1, 1980, the maximum rate for commerctal banks was % petcentage point below
the average yield on 2¥2 year U.S Treasuty securities; the ceiling rate for thrifts
was Y4 pereentage point higher than that tor commercial banks. Effective Mar 1,
1980, « temporary ceiling of 1134 percent was placed on these accounts at com-
mercial hun[(s and 12 pereent on these accounts at savings and loans, Etfecuve
June 2, 1980, the ceiling rates tor these deposits at commercial banks and savings
and loans was increased Y2 percentage point. The temporary ceiling was retained,
and a mimmum ceiling of 9.25 percent tor commercial banks and 9.50 percent for
thrifts was established.

19. Effective Dece. 1, 1981, depository institutions were authorized to offer time
deposits not subject to mnterest rate ceilings when the funds are deposited to the
credit of, or in which the entire beneficial interest s held by, an individual pursuant
to an IRA agreement or Keogh (FH.R. 10) plan. Such time deposits must have a
minimum maturity of 18 months, and addihons may be made to the time deposit
at any time betore its maturity without extending the maturity ot all or a portion
ot the balance of the account.

government and tederal agency securities, federal funds borrowings from non-
member nstitutions, and certain other obligations. In general, the base for the
marginal reserve requircment was nnFinalIy the greater of (a) $100 million or (b)
the average wmount of the managed liabilities held by a member bank, Edge
corporation, or family of U.8. branches and agencies ot a toreign bank for the two
statement weceks ending Sept. 26, 1979, For the computation period begmning Mar.,
20, 1980, the basc was lowered by () 7 percent or (hg the deerease in an nstitution’s
U.S. office gross loans to foreigners and gross balances due from foreign offices
ot other institutions between the base period (Sept. 13 26, 1979) and the week
ending Mar. 12, 1980, whichever was greater. For the computation period beginming
May 20, 1980, the base was increased iy7'/l percent above the base used to calculate
the margina) reserve in the statement week of May 14- 21, 1980, In addition,
beginning Mar. 19, 1980, the base was reduced to the extent that toreign loans and
balances declined

5. For existing nonmember banks and thrift institutions at the time of imple-
mentation of the Monetary Control Act, the phasc-in perod ends Sept, 3, 1‘587.
For existing member banks the phase-in period is about three years, depending on
whether their new reserve requirements are greater or less than the old require-
ments, For existing agencies and branches of forcign banks, the phasc-in ended
Aug. 12, 1982, New institutions have a two-year phase-in beginning with the date
that they open for business, except tor those institutions having total rescivable
liabilities of $50 million or more.

6. Transaction accounts include all deposits on which the account holder is
permitted to make withdrawals by negotiable or transterable mstruments, payment
orders of withdrawal, and telephone and preauthorized transters (in excess of three
per month) for the purpose of making Pzmymcmkx to third persons or others.

7. The Monetary Control Act of 1980 requires that the amount of transaction
accounts against which the 3 percent reserve requirement will apply be moditied
annually to B0 percent of the percentage increase in transaction accounts held by
all depository institutions on the previous June 30, At the beginning of 1982 the
amount was accordingly increased from $25 million to $26 million.

8, In general, nonpersonal time deposits are time deposits, including savings
derosits, that are not transaction accounts and in which the beneficial interest is
held by a depositor that is not a natural person. Also included are certain trans-
ferable time deposits held by natutal persons, and certain obligations issued to
depository institution offices located outside the United States. For details, sce
section 204.2 of Regulation D

The category of time deposit authorized by the Depository Institutions Dereg-
ulation Committee (DIDC), cftective Sepr. 1, 1982 (original maturity or required
notice period of 7 to 31 days, required minimum deposit balance of $20,000, and
ceiling rate tied to the 91-day Treasury bill rate), is classified as a time deposit tor
TCSETVE TCYUITEMETIE PUTPOSCS.

Noti.. Required reserves must be held in the form ot deposits with Federal
Reserve Banks or vault cash, Atter implementation ot the Monctary Control Act,
nonmembers may maintain reserves on a pass-through basis with certain approved
institutions.

20, Effective May 1, 1982, depository mstitutions were authorized to otfer ne-
gotiablc or nonnegotiable time deposits with a minimum original maturity of 3%
years or more that are not subject to interest rate ceilings. Such time deposits have
no minimum denomination, but must be made available in a $500 denomination.
Additional deposits may be made 1o the account during the first year without
extending its maturity.

N Before Mar. 31, 1980, the maximum 1ates that could be paid by tederally
insured commercial banks, mutual savings banks, and savings and loan associations
were established by the Board of Governars of the Federal Reseive System, the
Board of Dircctors of the Federal Deposit Insurance Corporation, and the Federal
Home Loan Bank Board under the provisions of 12 (‘l"'R 217, 329, and 526 re-
spectively. Title 11 of the Depository Institutions Dercgulation and Monctary Con-
trol Act of 1980 (P.1.. 96-221) transferred the authority of the agencies to establish
maximum rates of interest payable on deposits to the Depository Institutions Pe-
regulation Committec. The maximum rates on time deposits in denominations of
$100,000 or more with maturitics of 30-89 days were suspended in June 1970; such
deposits maturing in 90 days or more were suspended in May 1973, For intormation
regarding previous interest rate ceilings on all types of accounts, sec earlier issues
of the FEDERAL RESERVE BULLETIN, the l"edcra;IIh)me Loan Bank Board Journal,
and the Annual Report of the Federal Deposit Insurance Corporation
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1.16  MAXIMUM INTEREST RATES PAYABLE on Time and Savings Deposits at Federally Insured Institutions

Percent per annum

o Savings and loan associations and
Commercial banks mutual savings banks (thritt institutions)
Type and maturity of deposit In effect September 30, 1982 Previous maximum In effect September 30, 1982 Previous maximum
Percent Hfleuctlévc Percent ! ,f&c‘::ltl:vc Percent H{EI‘:&VL Pereent r“tﬁ:"”
TSavings, ... 5 mnmy 5 773 S M9 sl 0]
2 Negotiable order of withdrawal accounts 2 .. 5V 12731180 N 1174 5 12/31/80 S V174
Time accounts
Fived Ceilin)i' rates by maturity
3 14-89%days” ... PRI Rz 8/1/79 5 FAUK] [ I ® R
4 90 dzys to 17ycur B AP S 1180 5:/1 7173 G 1/1/780 5:/4 (Y
5 11to2 years sta 1721770 ] \ s 1121176
6 2t 2% years ! o s 5% 121170 o ¥ 6 121770
7 2Atodjears’. 6ln TIUT S 12170 oYy " & 20
8 4to6years? iz M/1/73 ) e 7\A /73 [ T
9  6to8years? 7. 12/23/74 TVa 11/1/73 ¥4 12/23/74 7 [RVATAE)
10 8 years or more ®, 7% 6/1T8 Q) o 8 6/1/78 ®» ] .
11 Issued to governmental units (afl
maturities) 1 .0 o0 0 o . 8 6/ 1178 T 12/23/74 8 6/1/78 TV 12123174
12 [RAs and Kcof%h (H.R 10) plans (3 years
ormore) OIU 8 /178 iz 26177 8 6/1/78 TV 716077
¢ pecial variable ueiluzg,ra{‘e;s by maturity . " 2 o) (5 " " 2
13 ((7-t0 31-day.time deppsits . (2 (" ( : (
14 “91-day timyc dcposilE8 ....... (3 3 3 }” )] (”g (”g (13;
15 6-month money market time deposits 4., $'5 (s 15 (1 %) 15 (s 15
16 12-month all savers certificates ', . 16 (o 16 (e (16 (193 o ]
17 2V2 years to less than 3V years V7., 7 (7 G G 7 (1N (¥ 18y
Accounts with no celding rates
18  IRAs and Keogh (H.R. 10) plans (18
months or more) ¥ . L . 1o (9 (" (9 (% (1 ] [
19 3% years or more time deposits 20, .. ... Ezu; (9 (l“g (2 (%) (z“; (2 (2“3

1. July 1, 1973, for mutual savings banks; July 6, 1973, for savings and loans.

2. For authorized states only. Federally insured commercial banks, savings and
loan associations, cooperative banks, and mutual savings banks in Massachusetts
»nd New Hampshire were first permitted to offer negotiable order of withdrawal
(NOW) accounts on Jan. 1, 1974. Authorization to issue NOW accounts was ex-
tended to similar institutions throughout New England on Feb. 27, 1976, in New
York State on Nov, 10, 1978, and in New Jersey on Dee. 28, 1979 and to simular
institutions nationwide cffective Dec. 31, 1980,

3. For exceptions with respect to certain toreign time deposits see the Burieim
for October 1962 (p: 1279), August 1965 (p. 1084), and Februay 1968 (p. 167).

4. Effective Nov, 10, 1980, the minimum notice period for public unit accounts
at savings and loan associations was decreased to 14 days and the minimum maturst
period for time deposits at savings and loan associations in excess of $100.000 was
decreased to 14 days, Effective Oct. 30, 1980, the minimum maturity or notice
period for time deposits was decreased from 30 to 14 days at mutual savings banks.

5. Effective Oct. 30, 1980, the mimmum maturity or notice penod for time
deposits was decreased from 30 to 14 days at commercial banks.

6. No separate account category.

7. No minimum denomination. Until July 1, 1979, a4 munimum of $1,000 was
required for savings and loan associations, except in arcas where mutual savings
banks permitted lower minimum denominations. This restriction was removed for
degosils maturing in less than 1 year, etfective Nov, 1, 1973

. No minimum denomination. Until July 1, 1979, the minimum denomination
was $1,000 except for deposits representing funds contributed to an individual
retirement account (IRA) or a Keogh (IR, 10) plan established pursuant to the
Internal Revenue Code, The $1,000 minimum requirement was removed for such
accounts in December 1975 and November 1976 respectively.

9. Between July 1, 1973, and Oct. 31, 1973, certi}icalcs maturing in 4 years or
more with minimum denominations of $1,000 had no cciling; however, the amount
of such certificates that an institution could issue was limited to S pereent of its
total time and savings deposits. Sales in excess of that amount, as well as certificates
of less than $1,000, were limited to the 612 percent ceiling on time deposits maturing
in 2V2 years or more. Effective Nov. 1, 1973, ceilings were reimposed on certificates
maturing in 4 years or more with mmimum denomination of $1,000. There is no
limitation on the amount of these certificates that banks can issue.

10, Accounts subject to fixed-rate ceilings. Sec footnote 8 for minimum denom-
ination requirements.

L1, Effective Jan. 1, 1980, commercial banks arc permitted to pay the same rate
as thrifts on IRA and Keogh accounts and accounts of governmental units when
such deposits are placed in the new 2%-year or more variable-ceiling certificates
or in 26-week money market certificates regardless of the level of the Treasury bill

ratg, . . - -

~“13. Effective Sept. 1, 1982, depository mnstitutions are authorized to issue non-
negatiable time deposits of $20,000 or ‘more with a maturity or required notice
period of 7 to 31 days. The maximum rate of interest payable by thrift institutions
is the rate established and announced (auction average on a discount basis) for
U.S. Treasury bills with maturities of 91 days at the auction held immediately
before the date of deposit or renewal (“bill rate”). Commercial banks may pa
the bill minus 25 basis points. The interest rate ceiling is suspended when the bill
rate is 9 per cent or helow for the four most recent auctions held before the date
of deposit or renewal. The maximum allowable rate from Sept. 1 through Sept. 7
was 8.604 for commercial banks and 8.354 for thrifts. The interest rate ceiling was
suspended for the remaining weeks in September.

13. Effective May 1, 1982, depository institutions were authorized to offer time
deposits that have a minimum denomination ot $7,500 and a maturity of 91 days.
The ceiling rate of interest on these deposits is indexed to the discount rate (auction
average) on most recently issued 91-day Treasury bills for thrift institutions and
the discount rate minus 25 basis points for commercial banks. The rate difterential
ends 1 year from the effective date of these instruments and is suspended at any
time the Treasury bill discount rate is 9 percent or below for four consecutive

auctions The maxumum allawable rates in Sept. (in percent) for commercial banks
were as follows: Sept. 8, 8.565; Sept. 14, 8.161; Sept 21, 7.849; Sept. 28, 7.801;
and for thrifts Sept 8, 8 565; Scpt. 14, 8.161: Sept. 21, 7.849; Sept. 28, 7.80.

14. Must have a matunty of exactly 26 weeks and a minimum denomination of
$10,000, and must be nonnegotiable.

15 Commercial banks and thrift institutions were authorized to offer money
market time deposits ettective June 1, 1978, These deposits have a minimum de-
nomination requircment of $10,000 and a maturity of 26 weeks, The ceiling rate
of interest on these deposits is indexed to the discount rate (auction average) on
most recently issued 26-week U.S. Treasury bills, Interest on these certificates may
not be compounded. Effective for all 6-month money market certificates issued
beginning Nov. 1, 1981, deposifory institutions may pay rates of intcrest on these
deposits indexed to the higher of (1) the rate for 26-weck Treasury bills established
immediately before the date of deposit (bill rate) or (2) the average of the four
rates tor 26-week Tresury bills established tor the 4 weeks immediately before
the date of deposit (4-week average bill vate) Ceilings arc determined as follows:

Bl rate or 4-week Commercial bank ceiling
average bill rate
7.50 percent or below
Above 7.50 percent

7 75 pereent
V4 of | percentage pomt plus the higher of
the bilt rate ;1 4-week average bill rate

Thrift ceiling

7.75 percent

V2 of 1 percentage point plus the higher of
the bill rate or 4-week average bill rate

9 percent

7.25 percent or below

Above 7.25 percent, but below
8.50 percent

.50 pereent or above, but below
8.75 percent

8.75 percent or above Vs of 1 pereentage point plus the higher of
the bill rate or 4-weck average bill rate

The maximum allowable rates in Sept. for commercial banks and thrifts based on
the bill rate were as follows: Sept. 8, 9.855; Sept. 14, 9.954; Sept. 21, 9.693; Sept.
28, 9.446; and based on the 4-week average bill rate were as folrows: Sept. 8, 9;‘);
Sept. 14, 9 76; Sept. 21, 9.874; Sept. 28, 9.737

16. Effective Oct. 1, 1981, depository institutions are authorized to issue all
savers certificates (ASCs) with a l-year maturity and an annual investment yield
cqual to 70 percent of the average investment yield for 52-week U.5. Treasury bills
as determined by the auction of 52-week Treasury bills held immediately before
the calendar weck in which the certificate is issued. A maximum lifetime exclusion
of $1,000 ($2.000 on a joint return) from gross income is generally authorized for
interest income from ASCs. The annual investiment yield for ASCs issued in Sept.
(in percent) was as follows: Sept.5, 8.15

17. Effective Aug. 1, 1981, commercial banks may pay interest on any variable
ceiling nonnegotiable time deposit with an original maturity of 212 years to less
than 4 years at a rate not to exceed Y4 of 1 percent below the average 2V2-year
yield for U.S. Treasury securitics as determined and announced by the Treasury
Department immediately before the date of deposit. Effective May 1, 1982, the
maximum maturity for this category of deposits was reduced to less than 3V2 years.
Thrift institutions may pay intercst on these certificates at a rate not to exceed the
average 2V4-year yield tor Treasury securities as determined and announced by the
Treasury Department immediately before the date of deposit. If the announced
average 2V2-year yield for Treasury securities is less than 9,50 percent, commercial
banks may pay 9.25 percent and thrift institutions 9.50 percent for these deposits.
These deposits have no required minimum denomination, and interest may be
compounded on them. The ceiling rates of interest at which they may be offered
vary biweekly. The maximum allowable rates in Sept. (in percent) for commercial
banks were as follows: Sept. 14, 11.80; Sept. 28, 11.55; and for thrifts: Sept. 14,
12.05; Scpt. 28, 11.80.

NoTES are continued on opposite page.
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS

Millions of dollars

T 1982
Type of transaction 1979 1980 1981
Feb. Mar Apr. May June July Aug.
U.S. GOVERNMENT SECURITIFS
Outright transactions (excluding matched
transactions)
Treasury bills
I Gross purchases...................o.oio. 15,998 7.668 13,899 1,017 474 4,149 595 1,559 1.905 1,721
2 Grosssales ....... R . 6.855 7331 6.746 868 995 0 S19 4] 1,175 651
3 Exchange.... L. 0 0 0 0 0 0 ] 200 =200 0
4 Redemptions....... ..... ... . ..ol 2,900 3.389 1.8L6 0 600 4] 400 0 200 600
Others within 1 year'
5 Gross purchases. .. 3,20 912 317 20 0 132 0 ¢ 71 0
6  Grosssales . ... 0 0 23 0 0 4] 0 0 0 0
7 Maturity shift . 17,339 12,427 13,794 2,633 900 333 1,498 988 382 4,938
8  Exchange..... .. —11,308| —18.251 — 12,869 -940| -1.479 —525] —2,541| --1,249 ol -3914
9 Redemptions..................ooii 2,600 0 0 0 0 0 0 0 0 0
1105 years
10 Grosspurchases............................ 2,148 2,138 1,702 50 0 570 0 0 691 0
11 Gross sales ... . 0 0 0 0 0 0 0 0 0 0
12 Maturity shift . . C e e | —12,693 1 8909 - 10,299 -974 - 900 -3331 - 1,000 — 988 -382| —-4.938
13 Exchange......................... ..l 7.508 13.412 10,117 765 1,479 525 1,600 1,049 200 3,078
5 to 10 years
14 Grosspurchases.................... ... 523 703 393 0 0 81 0 0 113 0
15 Gross sales ..... o 0 0 0 0 4} 0 0 0 0 0
16 Maturity shift . . ] —46d6 | —3.092 —3495 [ -1.659 0 0 —498 0 0 601
17 Exchangé.................. ..o 2,18) 2.970 1,500 100 0 0 94] 0 0 837
Over 10 years
18  Gross purchases. . .. . ... ... 454 811 379 0 0 52 0 0 123 0
19 Grosssales .............. ... . 0 0 0 0 } 0 0 0 0 0
20 Maturity shift . e . . [} —426 0 0 0 0 0 0 0 -601
21 Exchange........... ..o 1,619 1,869 1,253 75 0 0 0 0 0 0
All maturities®
22 Grosspurchases.................. ... ..., 22,325 12,232 16,690 1,087 474 4,984 595 1,559 2,903 1,721
23 Grosssales ..... 6,855 7,331 6,769 868 995 0 519 0 1,175 651
24 Redemptions........... ...... . . 5.500 3.389 1,816 0 600 0 400 Q 200 600
Matched transactions
25 Grosssales ........ ... 627,350 674,000 589,312 28,033 38,946 44,748 36,047 41,509 54,646 39,403
26 Grosspurchases................ ... oo 624,192 1 675,49 589,647 28,258 38,650 44,759 36,790 37,548 58,753 37,962
Regurchasc agreements
27 ross purchases. . e o e 107,051 113,902 79,920 18.656 8,595 18,396 10,155 5.332 18,267 3,755
28 Grosssales ........... 106,968 | 113,040 78,733 21919 6,998 14.724 15.424 5332 18,267 2.567
29 Net change in U.S. government securities ... ... 6,89 3869 9626 -2.820 179 B.667 | -4.850 | -2402 5,636 217
FEDERAL AGENCY OBLIGATIONS
Outright transactions
30  Grosspurchases. ........................... 853 668 494 0 (] 0 0 0 0 0
31 Gross sales ... . o 399 0 0 0 0 0 0 0 0 0
32 Redemptions.................. ........... 134 145 108 n 13 5 1 6 1 46
Re(gurchnse agreements
33 sross purchases . 37,321 28,895 13,320 872 554 2,033 1,305 831 4,389 1,095
34 Grosssales ... i 36,960 28,863 13,576 1,006 471 1,119 2,301 831 4,389 866
35 Net change in federal agency obligations ., .... .. 681 555 130 —~ 166 70 909 -997 -6 -1 183
BANKERS ACCLPTANCES
36 Repurchase agreements, net................... 116 73 — 582 -597 488 280 - 768 0 4] 565
37 Total net change in System Open Market
Account . ... 7,693 4,497 9,175 | —3,583 ™ 9,856 —6,615| —2,408 5,634 966
1. Both gross purchases and redemptions include special certificates created NoTE, Sales, redemptions, and negative figures reduce holdings of the System
when the Treasury borrows directly from the Federal Reserve, as follows (millions Open Market Account; all other figures increase such holdings. Details may not

of dollars): March 1979, 2.600. add to totals because of rounding.
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1.18 FEDERAL RESERVE BANKS  Condition and Federal Reserve Note Statements

Milltons ot dollars

—[ Wednesday End of month

Account 1982 1982

Sept | Sept 8 ] Sept 15 Sept. 22 Sept. 29 July Aug. Sept.

Consolidited condition statement

Asst 1S
I Gold ceruficate account [INE 1148 11148 48 HE148 149 11,148 11,148
2 Special drawing tights cerificate acconnt 1018 4.HE8 4018 4218 4218 4,018 4018 4218
$ Coin oo o o 429 418 420 43R 440 432 432 450
I oans
4 Mo dqm\nm\ NSHTHEONY . 1350 4872 3,798 1,965 1.154 458 449 1,123
3 Other . . . Q 0 0 0 0 0 0 1]
Acceptances
6 {eld under repurchase agrecmients L 0 4 0 0 0 &} 565 813
Federal agencey abligations
7 Bought outtight .. . 8.954 8954 8,949 8944 8.949 9,00t £,955 8,949
8 IIcI(T undler repurchase agreements Lo 0 [ 0 0 0 0 229 1,001

U'S government secunities
Baught outright

9 Bills ... . . T 5001 St 49,363 S0.923 50,023 52,358 51.387 50,309
10 Notes ... . s 62,018 02,018 02,018 62018 62,018 62,018 62,018 02,018
1 Bonds. ... . - Lo . 18,2604 18.00:4 18.26:4 18,204 18,204 18,264 18,264 18,264
12 lotal' . . 132,653 130,083 129,645 131,208 130,308 132.040 131,669 130,591
13 Vel m)du upnuh.m agileements S [} [} 0 0 0 0 1.189 3,802
14 Towal U S povernment secutities, Lo (32 883 130,683 129,645 131,208 130,308 132,640 132,858 134,393
15 Total loans and securities . . . 143,193 140,119 142,342 142,119 140,408 142,099 143,056 146,279
16 Cash tems in process ot collection . [0 fol 10,958 10.671 8,903 7,985 8,220 9,680 60,779
17 Bank prenuses PP 538 536 530 538 539 528 hRZ) 541
Other assets .
18 Denomnated m foreign cutiencies’ 4.963 4,991 08 5.037 5,041 5,405 49359 5116
19 Al athert . . IR 3.841 RXJE] 1861 3,925 4023 3.648 4,016
20 Total assets . . 177,778 176,028 177,807 176,262 173,710 175,874 177,475 178,547

LAAmI IS

21 Pederal Rescrve notes L 135.03%0 137.10% 136,290 135,306 135.259 134,115 135,374 135,197
Deposits
22 Depository institutions FUN 26,284 21,663 24 902 25,148 18,734 24,974 24,993 20,318
23 U, Treasiey General account o 3460 J.04¢ 3.565 3.648 8,320 3,275 3.234 10,978
24 Poregn Otticial accounts Lo 344 220 RN 235 295 Y82 348 390
25 Othet © .0 L . o 503 S34 573 410 S 602 SOt 394
20 Total deposits . ... . . Co K651 26,464 29 345 29,438 27,734 29,893 29,076 32,083
27 Deterred availability cashatems R A 6,960 7,788 7.350 0,793 0,048 0,507 R.234 6,220
3% Other habilitics and acerued dividendst 1,808 1,711 [.749 1.747 1.696 2,197 1,805 2,027
20 "Total liabilities . - . 175,055 173,066 174,840 173,284 170,737 172,712 174,489 175,527
CAPIEAL ACCOUNTS
30 Capital pard in RPN . 1,339 1,339 1.340 [IREY] 1,340 1,336 1,337 1,341
31 Surplus 1.278 1.278 1278 1.278 1,278 1.278 1,278 1,278
2 ()Ihu uplml accounts R 106 REA] 349 159 355 548 371 401
33 Total lubilities and capital accounts . 177,778 176,028 177,807 176,262 173,750 175,874 177,475 178,547
3 Miymo: Marketable TS, government seetnties held m
custody for toreign andantemational accoum . 93 985 97,442 99,391 90,480 97.939 95,084 94,780 98,192
Federal Reserve note statement
3§ Federal Reserve notes nulsmndln;_ (lsxuul to bank) ., 155,840 155,975 156,342 156,519 156,405 155,017 158.R00 156,412
36 Liss: Held by bank® .. .0 .. 21,204 18,872 19,952 20,213 20,902 20,426 21,215
37 Federal Reserve notes, net . . 135,636 137.103 136.390 1353006 134,115 135.374 135,197
Collateral for Federal Reserve notes
38 Gold certiticate account . . . 11,148 11,148 11,148 11,148 11,149 11,148 11,148
3 Special drawing nghts LLI“'IL;I[L uu.mml L F01R J.018 4018 4,218 4,018 4,018 4,218
40 Other cligible assets e 0 [ 17 0 0 0 ]
41 U8, government and agency \uurmu 120 470 121,937 124,207 119,940 119 882 118,948 120,208 119,831
42 Total collateral . P L 135,636 137,103 136,390 135,366 135,259 134,115 135,374 135,197
1 Includes seeutities loaned  tully guaranteed by U8, government sceutitics 3 Includes speeral investment account at Chicago of Treasury bills maturing
pledged with Federal Rescive Banks  and eveludes ( any) seewities sold and within 90 days.
scheduled 1o be bought back under matched sale-purchase transactions. 4 Includes exchange-translation account reflecting the monthly revaluation at
2. Includes U.S. government secunties held under repurchase agreement against market exchange rates of torcign-exchange commitments,
recelpt of foreign currencics and toreign currencies warchoused for the 1S Treas- 5. Beginning September 1980, Federal Reserve notes held by the Reserve Bank

ury  Assets shown in this line are revalued monthly at market exchange rates. are exempt from the collateral requirement.
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1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holdings

Millions of dollars

Wednesday End of month
Type and maturity groupings 1982 1982
Sept. | Sept. 8 Sept. 15 Sept, 22 Sept. 29 July 31 Aug. 31 Sept. 30
1 Loans—Total .............. .. .o, 1.356 482 3.798 1,965 1.154 458 449 1,123
2 Within 15 days . . 1,294 438 3,761 1,835 1.110 383 411 1,076
3 16 days to 90 days . 62 44 37 130 44 75 38 47
4 9ldaystolyear.......................... 0 0 0 0 0 ] 0 [t}
S Acceptances—Total............. ... 0 0 0 0 0 0 565 813
6 Within 15 days .. .. . 0 0 0 0 0 0 565 813
7 16 days to 90 days . . 0 0 0 0 Q 0 0 il
8 O daysSto L YEAr ......o.vvviiinnnnineiiiiiinnn, 0 0 0 0 0 0 0 0
9 U.S. government securities—Total ................... 132,883 130,683 129,645 131,205 130,305 132,640 132,858 134,393
10 Within 15days! ................ 6,625 5.370 5,534 5,508 4,211 4,374 3911 5,743
11 16 days to 90 days . 23,603 24,449 22,190 23,877 24,429 27,562 25,870 24,429
12 91 days to 1 year .. 38,132 36,341 37.398 37.297 37,142 34,775 38.554 39,781
13 Over | year to S years ... 35974 35,974 35974 35,974 35974 38,216 35,974 35,891
14 Over 5 years to 10 years ... . 12,267 12,267 12,267 12,267 12,267 10,830 12,267 12,267
15 OverlOyears............ ..t 16,282 16,282 16,282 16,282 16,282 16,883 16,282 16,282
16 Federal agency obligations——Total .. .................. 8,954 8,954 8,949 8,949 8,949 9,001 9,184 9,950
17 Within 15 dayst .o ..., ..., 35 35 [ 131 207 174 345 1,208
18 16 days to 90 days . 407 503 568 438 407 524 407 407
19 91 daysto 1 year .... 1,900 1,804 1,838 1.838 1.863 1,593 1.829 1,863
20 Over 1 year to 5 years ... 5.227 5.227 5.157 5,157 5,087 5,305 5,228 5,087
21 Qver S years to 10 years . e 882 882 882 882 882 902 872 882
22 Overllyears................oiiviiiiiinininn., 503 503 503 503 503 503 563 503
1. Holdings under repurchase agreements are classified as maturing within 15 days in accordance with maximum maturity of the agreements.
1.20  BANK DEBITS AND DEPOSIT TURNOVER
Debits are shown in billions of dollars, turnover as ratio of debits to deposit. Monthly data arc at annual rates.
1982
Bank group, or type of customer 1979 1980 1981
Feb. Mar, Apr. May June
Debits to demand deposits® (seasonally adjusted)
I All commercial banks .................. ... 49.775.0 63,013.4 80,059.7 85,274.3 83,617.4 83,404.1 87,488.1 84,259.6
2 Major New York City banks. . 18,512.7 25,1925 33,642.7 35,983.8 34,218.3 35,238.0 37.379.7 37.016.6
I3 Otherbanks ..ot 31.262.3 37.820.9 46.417.0 49.290.5 49,3991 48,166.1 50,108.4 51,2430
Debits to savings deposits? (not seasonally adjusted)
4 ATSINOW? o #3.3 158.4 741.3 836.7 935.4 1,072.5 929.0 1,069.9
5 Business® .. A AN 77.3 93.4 112.1 95.2 115.4 103.0 9.2 107.6
6 Others’...... 515.2 605.3 582.2 534.8 586.9 609.6 570.4 593.4
7 All accounts 675.8 857.2 1.435.6 1,466.7 1,637.6 1,785.1 1,589 6 1,770 9
Demand deposit turnover! (seasonally adjusted)
B All commercial banks ......... e 163.5 201.6 281.4 307.1 3047 301.3 3158 322.7
9 Major New York City banks. . 646.2 813.7 1.100.5 1,252.1 L2007 1,255.3 1,292.4 1,326.4
10 Otherbanks ... 113.3 134.3 182.8 198.0 200.7 193.7 202.0 208.6
Savings deposit turnover? (not seasonally adjusted)
1T ATS/INOWA . Lo 7.8 9.7 14.2 13.0 14.2 15.4 14.0 15.8
12 Businegs* .. . 1.2 9.3 12.3 12.1 14.6 13.2 11.4 13.5
13 Others®. .. ... 2.7 34 37 3.6 39 4.0 3.8 39
14 Allaccounts ... 3l 42 6.6 6.6 7.3 7.8 7.1 78

1. Represents accounts of individuals, partnerships, and corporations, and of

states and political subdivisions.

2. Excludes special club accounts, such as Christmas and vacation clubs.

3. Accounts authorized for negotiable orders of withdrawal (NOW) and accounts

authorized for ic transfer to
starts with December 1978,

lemand deposits (ATS). ATS data availability

4. Represents corporations and other profit-secking organizations (excluding

commercial banks but including savings and loan associations, mutual savings banks,
credit unions, the Export-Import Bank, and federally sponsored lending agencies).
5. Savings accounts other than NOW, business; and, from December 1978, ATS.

Noik, Historical data for the period 1970 through June 1977 have been estimated;
thesc estimates arc based in part on the debits series for 233 SMSAs, which were
available through June 1977. Back data are available from Publications Services,
Board of Governors of the Federal Reserve System, Washington, D.C. 20551,
Debits and turnover data for savings deposits are not available before July 1977,



Monetary Aggregates  Al13

1.21 MONEY STOCK MEASURES AND COMPONENTS
Billions of dollars, averages of daily tigures
1982
Item 1978 1979 1980 1981
¢ Dec. Dec. Dec. Dec.
Apr. May June Juty Aug.
Seasonally adjusted
MEASURES!

1 363.2 389.0 4145 44009 452.4 451.5 451.4 451.37 455.2
2 1,403.9 1.518.9 1.656.2 182277 1.880.7 1.897.5 1,907.9 1.923.47 1,946,2
3 1,629.0 1,779.4 1,963.1 2,188.1 1 2258 | 2.279.3 2.296.07 | 2.320.2 2.355.7

4 1,938.9 2,153.9 2,370.4 2,642,801 274357 2773.2 27978 n.a. n.a.

SrLeCHEn COMPONENTS
S Currency. ...... e Ce e 97.4 106.1 116.2 123.1 126.3 127.4 128.4 12K.8 129.5
6 Traveler's checks®. ... ... 35 37 4.2 4.3 4.4 4.5 4.5 4.4 4.4
7 Demand deposits. . .. 2539 2622 267.2 236.4 233.0 232.7 2310 230.6 2311
8 Other checkable deposits’. ..., 8.4 16.9 26.9 77.0 88.6 87.0 87.5 87.4 90.2
9 Savings deposits?. ... ... B S 479.9 421.7 398.9 343.6 350.5 350.9 3499 344.0 342.1
10 Small-denomination time deposits®. .. ... 533.9 652.6 7517 854.7 881.6 894.1 900.9 919.7 4930.2
11 Large-denomination time deposits®, ... ... F 194.6 221.8 2579 300.3 RI 3216 3283 335.8¢ 3394
Not scasonally adjusted
Mi:AsURLS!

3725 J98.8 424.6 451.2 455.5 445.1 450.5 454.0 4540
1,408.5 1,524,7 1,662 S 1.829.4] 1.887.9 1.888.9 1.906.4" 1.924.87 1,938.7
1,637.5 1,789.2 1,973.9 21999 2.266.1 2.209.3 2.290.0 2,314.1 23423

1,946.6 2.162.8 2,380.2 2,653.81 2754 17| 2.766.3 2.792.9 n.. na.

SELECIED COMPONENTS
16 Currency..... ..., 99.4 108.2 118.3 125.4 125.6 127.2 128.3 129.8 130.0
t7 Traveler's che: . 3.3 3.5 39 41 4.2 4.3 4.7 4.9 4.9
18 Demand deposits, ......... .. o 261.5 270.1 275.1 2433 236.1 228.3 230.4 2315 2293
19 Other checkable d L 8.4 17.0 27.2 78.4 89.5 85.4 8712 879 89.8
20 Overnight RPs and Eurodollar: 24.1 26.3 350 38.1 40.4 42.8 43.0 43.57 447
21 Savings dcposits“ ,,,,,,,,,,, P 478.0 420.5 398.0 343.0 348.17 347 4 348,07 348.3 346.2
22 Small-denomination time deposits® .. . ... 311 649.7 748.9 B51.7 #88.1 895.3 902.3 914.1 919.9
Money market mutual funds

23 General purpose and broker/dealer . . 7.1 34.4 61.9 1512 161.9 164.3 168.6 171.3 1800
24 Institutiononly ... 3.1 9.3 13.9 337 315 32.8 3.7 36 7 43.1
25 Large-denonunation time deposits®. ... 198.6 226.0 2623 305.4 3179 3203 323.9’ 328.3’ 3335

1. Composition of the money stock measures is as follows:

M1 Averages of daily figures for (1) currency outside the Treasury, Federal
Reserve Banks, and the vaults of commercial banks; (2) traveler's checks of non-
bank issuers; (3) demand deposits at all commercial banks other than those due
to domestic banks, the U.S. government, and foreign banks and official institutions
less cash items in the pracess of collection and Federal Reserve float; and (4)
negotiable order of withdrawal (NOW) and automatic transfer service (ATS) ac-
counts at banks and thrift institutions, credit union share draft (CUSD) accounts,
and demand deposits at mutual savings banks.

M2: M1 plus savings and small-denomination time deposits at all depository
institutions, overnight repurchase agreements at commercial banks, overnight Fu-
rodollars held by U'S. residents other than banks at Caribbean branches of member
banks, and balances of money market mutual funds (general purpose and broker/
dealer).

M3: M2 plus large-denomination time (lerosi(s at all depaository institutions, term
RPs at commercial banks and savings and loan associations, and balances of in-
stitution-only money market mutual funds.

2. L: M3 plus other liguid assets such as term Eurodollars held by U.S. residents
other than buanks, bankers acceptances, commercial paper, Treasury bills and other
liquid Treasury securitics, and U.S. savings bonds.

3. Qutstanding amount of U.S. dollar-denominated traveler's checks of nonbank
issuers.

4. Savings deposits exclude NOW and ATS accounts at commercial banks and
thrift institutions and CUSDs at credit unions. :

5. Small-denomination time deposits - including retail RPs -are those issued in
amounts of less than $100.000,

6. Large-denomination time deposits are those issued in amounts ot $100,000
or more and are net ot the holdings of domestic banks, thritt institutions, the U.S.
government, money market mutual funds, and foreign banks and official institu-
Hons.,

7. Includes ATS and NOW batances at all institutions, credit unton share diaft
balances, and demand deposits at mutual savings banks.

8. Overnight (and contimung contract) RPs are those sssued by commeraal
banks to other than depository institutions and money market mutual funds (gencral
purpose and hmkcr/(rv):alcr). and overnight Eurodollurs are those issued by Ca-
ribbean branches of member banks to U.S. residents other than depository insti-
tutions and money market mutual funds (general purpose and broker/dealer),

Noir. Latest monthly and weekly tigures are available from the Board's H.6
(508) release. Back data arc available from the Banking Scction, Division of Re-
search and Statistics, Board ot Governors of the Federal Reserve System, Wash-
ington, D.C. 2055
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1.22 AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE!

Billions of dollars, averages of daily figures

L9827
1 1978 1979 1980 1981
tent Dec 7| Dee.” | Dece.” | Dec”
Feb. Mar Apr. May June July Aug. Scpt.
Seasonally adjusted
ADJUSTED FOR
CHANGES IN RESERVE REQUIRE MENTS?
| Total reserves® ..... ..... ........ 32.82 34.26 36.46 37.99 38.26 38.36 38.43 38.50 38.58 38.52 38.80 39.55
2 Nonborrowed reserves 3195 32.79 34.77 37.35 36.47 36,80 | 36.87 37.39 [ 37.37 37.83 38.29 38.62
3 Required reserves ... ....... 3259 3393 3595] 3767 3796 3799 3&.16] 38151 3827 3821 3849 39.19
4 Monetary base* ..., . ... ... L 132.2 142.5 1550 162.7 164.7 165.2 166.5 167.7 (688 169 2 170.1 {719
Not seasonally adjusted
S Total reserves® ... ..... .. ... ... 33.37 34.83 A 38.66 38,05 37.80 38.33 38.19 38.07 38.43 J8.51 39.34
6 Nonborrowed reserves .. .. . ..., 32.50 33.35 3542 38.03 36 26 36 24 3676 37.07 36.86 37.74 38.00 38.41
7 Required reserves ... ... . .. i 3313 34501 3659 R34 37T5 3T 44| 3RO6| 3783 3776 3812} 38.20] 38.97
& Monetary base* . ... ... . L o 134 8 145.4 158.0 165.8 162.9 163.3 165.6 167.1 168.2 170.0 170.4 171.4
No1 Apsuste D EOR
CHANGIE S IN RESLRVE RLOUIREME NTS®
9 Total reserves® ...... . ... ... .o 41.68 439 40.66 41.92 41.29 39.24 39.56 39.55 39.57 39.97 40.18 39.95
10 Nonborrowed reserves . .. ...... 40 81 4243 38,97 41.29 39,50 A7.68 1 37.99 38.43 38.36 39.28 39.66 39.42
11 Required reserves .. 41.45 43.58 40.15 41.60 40.98 887 39.28 3919 39.26 39,65 39.87 39.58
12 Monetary base* ... ... .. 144.6 156.2 162.4 169.7 166.8 165.4 167.6 169.2 170.4 1723 172.8 1723
.

1. Reserve aggregates include required reserves of member banks and Edge At
corporations and other depository institutions. Discontinuities associated with the
implementation of the Monetary Control Act, the mclusion of Edge Act corporation
reserves, and other changes in Regulation D, have been removed. Begimning with
the week ended December 23, 1981, reserves aggregates have been reduced by
shifts of reservable liabilities to international banking facilities (IBEs). Ou the basis
of reports of liabilities transferred to IBIS by U.S. commercial banks and U.S
agencies and branches of foreign banks, it is estimated that required reserves were
lowered on average by $10 million to $20 million in December 1981 and $40 million
to $70 million in January 1982,

2. Reserve balances with Federal Reserve Banks (which exclude required clear-
ing balances) plus vault cash at institutions with required reserve balances plus
vault cash cqual to required reserves at other institutions.

3. Includes reserve balances and required clearing balances at Federal Reserve
Banks in the current week plus vault cash held two weeks carlier used to satisfy
reserve requirements at all depository institutions plus currency outside the U.S.
Treasury, Federal Reserve Banks, the vaults of depository institutions, and surplus
vault cash at depository institutions.

4. Reserves of depository institutions sertes reflect actual reserve requirement
ercentages with no adjustments to eliminate the effect of changes in Regulation
F), including changes associated with the implementation of the Monetary Control
Act. Includes required reserves of member banks and Edge Act corporations and
beginning November 13, 1980, other depository institutions: Under the transitional
phase-in program of the Monetary Control Act of 1980, the net changes in required
reserves of depository institutions have been as follows: Effective Nov. 13, 1980,

a reduction of $2.9 billion, Feb. 12, 1981, an increase of $245 milhon: Mar. 12,
1981, an merease ot $75 million; May 14, 1981, an increase ot $245 million; Aug.
13, 1981, an wcrease ob $230 million; Sept. 3, 1981, a reduction ot $1.1 billion;
Nov 12,1981, an increase of $210 nullion; Jan 14, 1982, a reduction of $60 milfion;
Feh. 1, 1982 an inciease of $170 million; Mar, 4, 1982, an estimated reduction of
$2.0 billwn, May 13, 1982, an estimated increase of $150 million; Aug. 12, 1982
an estimated increase of $140 million; and Sept. 2, 1982, an cstimmuhr reduction
ot $1.2 billion. Beginning with the weck ended December 23, 1981, reserve ag-
gregates have been reduced by shifts of reservable liabilities to IBFs. On the ba
of repotts ot liabilities transferred to IBEs by U.S. commercial banks and U.S.
agencies and branches of toreign banks, it is estimated that required reserves were
lowered on average by $60 million to $90 million in December 1981 and $180
million to $230 mihion in January 1982, mostly reflectng a reduction in reservable
Eurocurrency transactions.

Noti. Latest monthly and weekly tigures are avanlable trom the Board's H.3(502)
statistical release. Back data and estimates of the impact on required reserves and
changes in reserve requirements are available from the Banking Section, Division
of Research and Statistics. Board of Governors ot the Federal Reserve System,
Washington, ID.C. 20851,



1.23 LOANS AND SECURITIES All Commercial Banks'

Billions of dollars; averages of Wednesday figures

Monetary Aggregates Al5

1981 1982 1981 1982
Category
Dec? Apr2 May? June? July? Aug.? Dec.? Apr.? May? June? July? Aug.?
— J—
Seasonally adjusted Not seasonally adjustecl
1 Total loans and securitles® .. . ... 1,316.3 rl.}sl.ﬁ 1,361.9| 1,368.7{ 1,376.1 1,383.2] 1,326.1 1,351.4| 1,3559]| 1,366.3| 11,3704} 1,377.8
2 U.S. Treasury asecurities {110 116.6 1163 1158 He.s 117.8 111.4 187 115.8 116.1 115.6 116.4
3 Other securities . . o 231.4 234.0 2349 235.8 235.9 237.1 232.8 234.0 235.1 235.6 234.7 236.4
4 Total loans and leases®. ... ... .. 973.9 1,002.0 10107 1.017.1 1.023.7 1,028.4 981.8 998.7 1,005.0 1,014.6 1,020.1 1,025.0
5 Commercial and industrial
loans. ................... 358.0 7 37188 383.4 346.7 387.8 3601 375.2 3789 382.6 385.5 385.5
6  Real estate loans . . .. 285.7 293.9 295.5 297.3 297.5 208.6 286.8 203.0 294.4 2958 296.6 298.3
7  Loans to individuals 185.1 186.9 187.4 188.3 189.2 189.6 186.4 185.6 186.2 187.5 188.3 189.8
8  Security loans.... ... 219 209 206 19.5 21.0 214 22.7 209 19.8 20.5 20.5 220
9 Loans to nonbank financial
institutions ... .......... 30.2 333 332 33.6 339 33.2 31.2 33.0 2.8 3.1 333 331
10 Agricultural loans .. ...... 33.0 34.4 34.6 354 35.7 36.1 33.0 338 34.4 355 36.1 36.6
11 Lease financing receivables. . .. 12.7 13.1 13.1 13.1 13.2 13.1 12.7 13.1 13.1 13.1 13.2 13.1
12 Allotherloans............... 412 46.5 47.4 46.6 46.4 48.6 49.2 44.) 45.4 46.3 46.7 46.7
MeMO:
13 Total loans and securities plus
loans sold®7 ... . ... .. 1,319.1 1L,3SS4 1 L3647 L3716 1,378.97 1,386.1] 1,328.9) 1,354.2} 11,3587 1,369.2) 1,373.2| 1,380.6
14 Total loans plus loans sold®? ... 976 7 1.0048] 101351 10200] 10265) 10312 984.7 LO0LS) 1,007.8) 10175 1.023.00 1,027.8
15 Total loans sold to affiliates” .. .. 2.8 2.8 28 3.0 2.8 2.8 2.8 24 2.8 2.8 3.0 2.8
16 Commercial and industrial louns
plus loans sold” ..., ..., 360.2 375.3 3811 385.7 389.0 390.1 362.3 3775 381.1 385.0 3878 387.7
17 Commercial and industrial
loans sold” ... .. ........ 22 2.3 22 2.4 2.3 23 2.2 2.3 2.2 2.4 2.3 2.3
18  Acceptances held. ....... ... 8.9 10.3 101 9.1 8.7 9.1 9.8 9.5 9.5 9.2 8.6 88
19 Other commercial and indus-
trial loans .............. 349.| 362.8 368.8 374.2 378.0 378.7 350.3 3657 369.4 373.5 376.8 376.7
20 To U.S. addressees® . . . 3349 350.1 355.2 360.1 364.7 365.7 334.3 3529 356.7 360.5 363.9 363.9
21 To non-U.S. addressces . 14.2 2.7 135 142 13.3 13.1 16.1 12.8 12.7 13.0 13.0 12.8
22 Loans to foreign banks.......... 19.0 152 15.0 14.7 14.8 14.6 20,0 14.6 14.4 14.2 14.5 14.1

1. Includes domestically chartered banks; U 8. branches and agencies of foreign
banks, New York investment companies majority owned hr forcign banks, and
Edge Act corporations owned by domestically chartered and foreign banks.

. Beginning December 1981, shifts of foreign loans and sccuritics from U §
banking_offices to international banking facilitics (IBFs) reduced the levels of
several items. Seasonally adjusted data that include adjustments for the amounts
shifted from domestic offices to IBFs are available in the Board’s G.7 (407) sta-
tistical release (available from Publications Services, Board of Governors of the
Federal Reserve System, Washington, D.C. 20551)

3. Excludes loans to commercial banks in the United States.

4. The merger of « commercial bank with a mutual savings bank beginning Feb.
24, 1982, increased total loans and securities $1.0 billion; U.S, Treasury securities,
£0.1 billion; other securittes, $0.1 billion; total loans and leases, $0.8 billion; and
real estate loans, $0.7 billion.

5. The merger of a commercial bank with a mutual savings bank beginning Mar.
17, 1982, increased total loans and securities $0.6 billion; U.S. Treasury securities,
$0.1 billion; other securities $0.1 billion; total loaus and lcases, $0.4 billion; and
real estate loans, $0.4 billion.

6. Beginning June 2, 1982, total loans and securities, total loans and leases, and
loans to individuals were increased $0.5 billion due to acquisition of loans by a
commercial bank from a nonbank institution.

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

8. United States includes the 50 states and the District of Columbia,

Note, Data are prorated averages of Wednesday estimates for domestically
chartered banks, based on weckly reports of a sample of domestically chartered
banks and quarterly reports of all domestically chartered banks. For foreign-related
institutions, data are averages of month-end estimates based on weekly reports
from large agencics and branches and quarterly reports from all agencies, branches,
investment companies, and Edge Act corporations engaged in banking.
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1.24 MAJOR NONDEPOSIT FUNDS OF COMMERCIAL BANKS!

Monthly avcrages, billions of dollars

1980 1981 1982
Source
Dec. Oct. Nov Dec. Jan. Feb. Mar. Apr. May June July Aug.
Total nondeposit funds
1 Seasonally adjusted?. ... ...... ........ 122.0 116.3 116.2 98.5 89 5 88.0 838 83.5 82.1 84.4 80.0 78.4
2 Not seasonally adjusied. .. .. 122.6 HIg.2 120.7 989 879 8RS ¥4.8 84.3 85.6 86.5 82.1 82.8
Federal funds, RPs and other lmrrnwln,,s from
nonbanks?
3 Scasonally adjusted ... ..., ... . 1t 109.0 110.0 114.2 1162 1138 113.6 11 1132 113.8 114.3 116.7
4 Not seasonally adjusted. . 6 it 114.6 4.6 114.6 1143 4.6 1139 a6 115.9 116.3 121.1
5 Net balances due to forcign-related
tions, not scasonally adjusted ... ..., 82 45 341 186 --29.6 6| -6 —-325) -3391 -324| -37.0| -4l
6 Loans sold to aftiliates, not scasonatly
adjusted*. .. . o 2.7 27 27 28 2K 28 28 2.8 2.8 30 2.8 2,8
MEMO
7 Domestically chartered banks net positions
with own forcngn branches, not season-
ally adjusted. .. ... . ..., | 147 -15.4 - 149 - 225] -27.1] -259 2881 —-2981 298] -290} 3271 341
8  Gross due from batance 371.5 45.5 419 549 551 55.0 567 57.4 S8.1 57.6 60.3 647
9 Gross duc to balances . . 228 30.1 329 32.4 28.0 29.1 279 27.6 28.3 28.5 27.6 30.6
10 Foreign-related msmutmns et |ms|lmn\ with
ircetl n,ldlcd institutions, not season-
ally adjusted®. ... .0 L 22.9 19.9 18.4 39| 25| -27 a8l o271 -4 33| —44) —70
11 Gross duc from balances... ... ... RS 38.3 9.1 48.1 500 50,5 50.0 49.1 49.4 50.2 52.7 53.4
12 Gross due to balances ... .......... .. 55.4 582 57.4 52.0 47.5 479 462 46.4 45.4 46.9 48.3 46 4
Security RP borrowings
13 Seasonally adjusted’. ... ...... .. ... . 64.0 049 650 70.0 73.0 7.0 7.4 719 690 69.1 69.3 71.9
14 Not scasonally adjusted. 623 64.7 67.3 68.2 69.2 69,1 0.0 70.4 70.0 68.7 68.9 739
U.S. Treasury demand balances®
15 Seasonally adjusted  ........... PP 9.5 1.1 12.1 1.8 13.4 22.1 17.5 13.6 15.3 9.9 8.4 92
16 Not seasonally adjusted. ................. 9.0 i3.3 4.7 t2 145 20.0 155 138 15.4 0.8 83 82
Time deposits, $100,000 or more?
17 Seasonally adjusted .......... ... ... 267.0 324 8 3234 3240 3243 327.2 332.0 334.4 341.1 349.4 360.1 366.8
18  Not seasonally adjusted . ......... ... .. .. 272.4 322.6 3246 3303 330.6 3353 337.2 335.6 340.0 344.6 350.4 359.0

1. Commercial banks are those in the 50 states and the Distnict of Columbia
with national or state charters plus agencies and branches of forcign banks. New
York investment companies majority owned by foreign banks, and Edge Act cor-
porations owned by domestically chartered and foreign banks.

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

3. Other borrowings are borrowings on any instrument, such as a promissory
note or due bill, given for the purpose of borrowing money for the banking business.
This includes borrowings trom Fudgml Reserve Banks and trom forcign banks.
term federal funds, overdrawn due from bank balances, loan RPs, and participa-
tions in pooled loans. Includes averages of daily figures for member banks and
averages of current and previous month-end data for foreign-refated nstitutions.

4. Loans initially huoEcd by the bank and later sold to affiliates that arce still
held by affiliates, Averages of Wednesday data.

5. Averages of daily figures for member and nonmember banks.

6. Averages of daily data.

7. Based on daily average data reported by 122 large banks,

8. Includes U.S. Treasury demand deposits and Treasury tax-and-loan notes at
commercial banks. Averages of duly data.
9. Averages ot Wednesday figures.

No1L. Beginning December 1981, shifts ot toreign assets and liabihities from U.S.
banking offices to mternational banking facilitics (IBFs) reduced levels of several
iters as follows: lines 1 and 2, $22.4 bithion; hines 3 and 4, $1.7 billion; line 5,
$20.7 billion; line 7, $3.1 billion; and lime 10, $17.6 tillion,

For January 1982, the levels were reduced as follows: lines t and 2, $29.6 billion;
lines 3 and 4, $2.4 billion; line 5, $27.2 billion, line 7, $4.8 billion; and hne 10,
$22.5 billion. For February the levels were reduced as follows: lines | and 2, $30.4
billion; lines 3 and 4, $2.4 billion; line S, $28.0 bilhon; line 7. $4.9 bilhon; and line
10, $23.1 billion. ¥or March the levels were reduced as follows; lines 1 and 2, $30.9
hillion; lines 3 and 4, $2.4 billion; line 5, $28.5 billion; line 7. $4.9 billion; and line
10, $23.6 billion. For April the levels were reduced as follows: lines 1 and 2, $31.3
billion; lines 3 and 4, $2.4 billion: limc 5. $29.0 billion; linc 7, $5.0 billion; and line
10, $24.0 billion For May the levels were reduced as follows: lines | and 2, $31.7
bilhon; lines 3 and 4, $2.4 billion: linc 5, $29.3 billion; line 7, $5,0 billion; and line
10, $24.3 billion For June the levels were reduced as follows: lines 1 and 2, $31.9
bhillion; lines 3 and 4, $2.4 billion; linc 5, $29.5 billion; linc 7, $5.0 bilhon; and line
10, $24 5 billion.



1.25 ASSETS AND LIABILITIES OF COMMERCIAL BANKING INSTITUTTIONS

Billions of dollars except for numiber of banks

Commercial Banks

Al7

Last-Wednesday-of-Month Series

L 1981 1982
Nov, e, Fan, teb Miu Apt May Tune July Aug sept
DoMusiicarey CHiariERED
COMMERCIAL BANKS!
I Loans and securities, excluding
mterbank. .. .. oo 1.249.4 1.267 4 1.201 2 12712 12858 12920 1.300.7 1,315 4 13132 13188 1.337.3
2 Loans, excluding mterbank | 9128 926.4 9201 929.1 9399 947.2 9543 409 1 960 O 970 6 986 1
3 Commercial and industrinl 326 120.3 32040 325.6 3324 367 419 K87 346.4 340.2
4 Other..... ....... L oo 2 606.0 599 1 [SIREN] a7 s 010.5 o0l2.4 620 4 6203 6243
5 .S, Treasury secutitics. 106 7 1609.8 1s 1i2.3 145 [URES] [REI [RRE [{RE 137
6 Other sceuritics . .. . 2299 2313 229.6 2208 2314 2324 234y 2329 23132 234 5
7 Cash assets, total. 162.8 1731 155.3 ts1 o 104.5 153.0 1530 1654 154.5 160 8 1574
8  Currency and L(ml N 8.3 220 9.8 197 18.9 19.9 20,0 2001 20.8 203 204
9 Reserves with Federal Reseve Banks 26.1 280 30.2 24.8 5.7 2588 217 18.2 2501 261 17.0
10 Balances with depository nstitutions 520 54.5 S0.3 Sl S8 9 524 549 59 6 S5 4 S8.8 60,4
11 Cash items in process of collection 06.4 68 0 55.0 S61 64.0 558 5603 67 4 536 55.8 9.6
12 Other assets? ... . .o 194 4 2012 197 0 2019 2191 20600 209 m2 2242 231.4 2349
13 Total assets/total labilities and capital . 1,606.7 1,651.8 1,613.5 1,624,7 1,669.5 1,652.9 1,663.6 1,704.0 1,692.0 17110 1,724.6
14 Deposits. ... ... L 1,206 0 1.240.3 1,205 8 1.213.7 12508 1,231 0 1.244.0 1.284.8 1,206 4 1.290 7
15 Demand 3392 3619 3223 316.7 33483 3SS 354 45 2 3144 323.0
16 Savmgs., . .. ... o0 217.9 2224 2230 2225 2299 2260 227.6 289 271 2309
17 Time.. 048.9 654.0 060,58 674 4 082 6 088 Y 7010 7107 7248 736.9
18 Borrowings .. . . .. ... 179.3 190 2 191.9 1910 196 4 2010 195.1 1897 195 4 1960 2008
19 Other liabilitics . . 9§.2 91 7 89.7 92.5 94 4 924 939 90.6 94 ] 103 9 103.4
20 Residual (assets less Habilities), ... 126.2 1296 120.1 127.5 128.0 128.4 1306 1330 131t 1319 t32.6
MiMO:
21 U.S. Treasury note batances included m
borrowing ... ...... . . Sh 13.6 167 17.1 Y 16 6 / 7.5 K. 59 171
22 Number of l)dnks ‘‘‘‘‘‘ 14,743 14,744 14,690 14,702 14,709 14710 14,722 14,730 14,752 14,770 14,785
ALL COMMERCIAL BANKING
INS LU TIONS
23 Loans and securitics, cxnludmb
interbank......... . 1,338 5 13300 13216 1.331 8 1.345.8 1.350.7 £,358 & 1374 3 1,370.5 1.376.0 1.397 5
24 Loans, excluding Illluh.mk ........ 994.7 984.5 9758 Y84 4 BUAW 1.000.6 1007 6 1.033.7 1.020.0 1.024.6 1.042,0
25  Commercial and industiial. . 3655 3060.8 360 3 304.0 3724 RYEN 379.3 386 7 3838 384 5 395 6
26 . I 629.2 623.7 0155 619.7 022.7 6258 02K.3 0369 030, ado i 0471
27 108.8 112.5 145 1155 1176 1ot 114 3 1162 1158 1159 1172
28 232.0 2310 2314 23t 6 2331 RREN 2366 2344 2347 230.1 2377
29 Cash assets, total e 179.3 188.1 1700 165.8 178.8 168 1 167.7 80,3 169 .4 176 2 173.7
30 Currency andcom..... ... i83 224 9.8 197 18.9 19.9 2000 202 0.8 204 204
3L Reserves with Federal Rescive Banks 27.5 293 33 20.1 209 208 23.0 19.0 20644 27.5 18.4
32 Balances with depository institutions . 66 0 67.1 627 03.0 680 64 6 673 72.2 o8 (1 7L.9 742
33 Cash items in process of collection 67.4 69 6 50.1 57.1 (5.0 S0 8 573 o84 546 50 S o0 6
34 Otherassets? . .. ....... . .. ... 2670 28R.7 2742 2781 2952 2803 2859 01 299.6 3006.9 303
35 Total assets/! i :
Total assets/totat linbilitics and capital 17817 1,806.8 (7658 | 17755| 18199 1,799.1 1812.1 1854, 1.839.6 1,859.7 14815
36 Deposits..... .. o 1,254 4 1.2868.7 12515 1,258.3 1,295.0 12727 1.286 2 1,325.8 1.307 .4 1321 8 13356
37 Demand. ... 1526 1.7 1351 3294 350.8 3279 3279 357.4 207 3278 3351
38 Savings..... 2181 2226 2232 2224 230.2 2369 227K 229.1 227.4 229 8 2311
39 Timc... 083 4 OR8 3 693 | 706.2 7140 7179 730 4 735 3 3.3 764.3 769 3
40 Borrowings Coe 2462 250.8 2535 2559 2600 200 8 255 3 2532 258 3 260 0 267 6
41 Other liabilities ......... 153.3 1356 132.8 131.8 135.0 1353 138.2 140.8 14009 144 1 1439
42 Residual (assets less abilities) . 1281 13t5 1281 129 4 129.9 130 3 132.5 134.9 1330 133 8 134.5
Mt MO:
43 U.S. Treasury note balances included i
borrowing . ........... . 56 36 167 17.1 10.9 1o 6 7. 75 80 5.9 17.1
44 Number of banks. . .. ... 15,212 15, 71 3 15,185 15,201 15214 15215 15,235 15,235 15271 15, 78‘) 15.3t]
1. Domestically chartered commercral banks melude all commereral banks m the Note Figures are partly estimated - Lhey include all bank-premmises subsidianes

and other stgnifi

nt majority-owned domestic subsidiaties, Data tor domestically

United States except branches of foreign banks: inctuded are member and non-
member banks, stock savings banks, and nondeposit trust companics,.

2. Other assets include loans to U8, commercial banks.

3. Commerctal banking nstitutions include domestically chartered commercial
banks, branches and agencies ot foreign banks, Ldge Act and Agicement corpo-
rations, and New York State foregn investment corporations

chartered commercial banks ate tor the last Wednesday of the month. Data tor
other banking institutions are tor the last day of the guarter until June 1981
beginning July 1981, these dati are estimates made on the last Wednesday ot the
month based on a weekly reporting sample ot toreign-refated institutions and quatter-
end condition report data,
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1.26 ALL LARGE WEEKLY REPORTING COMMERCIAL BANKS with Domestic Assets of $750 Million or More on

December 31, 1977, Assets and Liabilitics, 1982

Millions of dollars, Wednesday figures

Account Aug 4 | Aug. Il | Aug. I8 [ Aug. 25 | Sept 17 Sept. 87 | Sept. 157 Sept. 227 { Sept. 297
1 Cash items in process of collection .. ......... . 48.793 43,068 45,076 44 471 58,086 53,080 56.356 46,116 47974
2 Demand deposits due trom banks m the United States. . 6.804 6.470 6,296 6.616 7707 7,485 7.7717 7.381 7,118
3 All other cash and due trom depository institutions .. 32,837 34,508 34,204 36.778 34258 31,974 34,659 34,154 28,728
4 Total loans and securities . ... . ... ... ., 633,119 628,446 | 631,097 | 627,061 636,201 638,989 641,507 635,520 638,786
Securities
S U.S. Treasury sceuntics.......... . 38.662 39,148 38.752 37.399 37113 38,740 38.811 38,018 38,019
6 Trading account .............. 9.348 9485 8.764 7.685 6952 8,056 7.733 7.173 7,203
7 Investment account, by maturnity 29314 29.663 29,988 20714 30,161 30,684 31,078 30,845 30,816
8 One yearorless.. .. ... ... .. . 9.656 9.935 14,574 10.180 10,375 10,411 10,734 10,714 10,352
9 QOver one through tive years . 17.356 17.452 17.185 17.444 17.684 18,031 18.186 18,041 18,304
10 Over five years. ....... .... 2.303 2.276 2,228 2.090 2.101 2,243 2,159 2,090 2,159
11 Other securities ..... .. ....... 78.226 79,603 77.970 78.074 78.718 80,204 78,103 78,035 78.504
12 Trading account .......... . 3.906 5.402 3.495 3.519 4,152 5.884 3872 3,655 3,967
13 Investment account ......... .. 74.320 74.201 74.475 74.555 74.566 74,320 74.231 74,380 74,537
14 U.S. government agencies . . 15,444 15.397 15.563 15.613 15.596 15,454 15,410 15,434 15,530
15 States and political suhdwmons by mdlumy 55,842 55.734 55.841 55.851 55.831 §5.713 55.708 55.823 55,936
16 One yearorless..  ......... e 7,340 717N 742 7.073 7.066 7,075 7477 7,032 7,052
17 Over onc year i 48,502 48.562 48.699 48.779 48.765 48,638 48,531 48,791 48,884
18 Other bonds, corporate skas and sccurities . ... 3.03 3.070 3.07 3.091 3.139 3,153 3,113 3,123 3,071
Loans
19 Federal funds sold! ... .. o e e 42,224 37.842 40,033 39.512 41.585 41.041 43,975 39315 39,499
20 Tocommercial banks .............0 ... L 30.461 27.269 28,859 28.286 31.0062 31,008 33,186 28,491 28,778
21 To nonbank brokers and dealers in securitics 8.737 7.663 8.164 8.690 7.986 8,294 8,643 8,695 8,767
22 Toothers... ... .o i e . 3.026 2,909 3,010 2,536 2,537 2341 2,146 2,129 1,954
23 Other loans, gross.......... . Cee e .| 487244 4851431 487,656 35 492,114 491,779 493,984 493,497 496,030
24 Commercial and industrial....... ., .. ... 210958 1 211,324 211.082 212.757 213,043 216,076 216,927 217,415
25 Bankers acceptances and commercial pdpt,l‘ 4,143 4,457 3.996 5,138 4.657 4,990 4,696 4812
26 All other . 206815 206,867 | 207.086 | 206, (H() 207,619 208,386 211,087 212.231 212,603
27 U.S. dddrnw H 199,863 199980 [ 200,218 198.990 200,611 201,096 203 846 204,986 205,198
28 Non-U.S. addressees. . 6.952 6.878 6,868 7.040 7.008 7,2‘)() 7.241 7.245 7.405
29 Real estate . . 130,236 ;1304191 130,611 ] 130943 131,052 131,087 131,291 131,627 131,660
30 To individuals for personal expenditures 72.792 72,688 72 836 73.028 73,374 73,268 73.449 73.488 73,652
To financial institutions
3 Commercial banks in the United States . o 6,687 6,970 7.059 6.991 7.206 8,456 7.059 6,708 6,780
k) Banks in foreign countries. ... . Lo L 7.278 7.169 7.047 6,884 7.277 7.479 7.498 7,255 6,905
33 Sales tinance, personal tinance companies. cte. .. 11.375 11,2583 11,156 11.294 11.627 010 11.028 10,805 11,120
34 Other financial institutions . . ... 16,138 16,224 16.351 16.098 16,486 16,186 16.456 16,242 16,171
35 To nonbank brokers and dealers m securitics 8,060 5931 7.939 6.409 7.690 7.167 7.068 6,736 7,892
36 To others for purchasing and carrving sccuriti 2,573 2,578 2,598 2,573 2,567 2.591 2,530 2,538 2,604
37 To finance agricujtural production 6,549 6,544 6.549 6.496 6,567 6,504 6,480 6,516 6,571
38 Altother....... . ... 14.599 14.043 14,428 14.363 15,510 14,988 15.048 14,655 15,261
3% Liss: Uncarned income . 5,826 5.855 5.856 5.433 5,792 5,788 5,797 5,763 764
40 Loan loss reserve . 7.413 7.434 7.458 7.442 7.537 7,587 5.569 7.582 7,504
41 Other loans, net...... . ....... 474006 | 4718531 474,342 472,076 478,785 478.404 780,618 480,152 482,763
42 Lease financing reccivables . 11,053 11,045 11.046 11.028 11.067 11,087 11111 11,089 11,097
43 All other assets. ......... 125294 124,723 | 125,781 126.078 129,941 130,130 131.821 128,550 128,871
44 Total mssets . ................... L 857,601 | 848,258 | 853,501 852,033 877,260 872,744 883,231 862,811 862,574
Deposits
45 Demand deposits ... .. Lo 167,617 160,863 1 160,990 | 160,153 182,564 176,419 182,465 162,924 164,712
46 Mutual savings banks .. 64} 592 552 503 654 666 606 521 534
47 Individuals, partnerships. and curpnr.mons 123,784 1 122,536 120,755 136,351 132,570 135.420 123,045 124,189
48 Srates and political subdivisions . 4952 4,844 4,35 4,519 4,850 4,632 5,575 4,883 4,487
49 U.S. government........ .. 3.290 1,851 55 1.444 900 1,233 6.132 2,347 1,875
50 Commercial banks in the United Stat 18.619 17.375 . 17.951 20,735 21,356 19.751 17.896 17,983
51 Banks in foreign countries . 6.993 6,235 02 5.846 5,875 6,771 5918 6,006 5,800
52 Foreign govcmmcnt\ and umcml msmununs N 1.029 870 1,004 1.091 1.244 1,022 861 959 957
53 Certified and officers’ checks ......... e §.310 6.558 6,633 8.043 11,954 8,168 8.201 7.266 8,885
54 Time and savings deposits . . 397,362 | 395.5721 399508 400998 401,576 401,611 401,109 402,652 401,822
55 Savings.......... . ... 80,658 80,183 79,956 79.820 80,977 81,970 82,011 80,344 0,043
56 Individuals and nonpmm organizations . .. . 17,360 76.855 76.656 76.478 77.596 78,554 78,610 77,043 76,700
57 Partnerships and corporations operated tor pmhl 2,748 2,739 2,733 2,791 2,812 2,856 2.806 2,757 2,780
58 Domestic governmental units ....... ..., §25 565 542 533 548 539 578 524 546
59 All Other. . ......... A 24 24 25 19 20 21 18 20 17
60 Time........ il e 316,704 | 315389 3195521 321,177 320,599 319,641 319,098 322,308 321,780
61 Individuals, partncrships, and corporations . .. 278272 2770461 279874 281.180 280,606 279,709 279,104 282,175 281,658
62 States and political subdivisions . ..., .. 20,631 20,849 21,059 21,429 21,854 21,786 21,700 121,767 21,676
63 U.S. government . ... . ..., 444 427 451 583 618 592 573 543 558
64 Commercial banks in lhc Unlu,d States .. 12,423 12,242 13.104 12,912 12,561 12,651 12.836 12,796 12,951
65 Foreign governments, official institutions, and
banks ....... ..., e e 4,934 4,824 5.063 5.073 4961 4,903 4.885 4,987 4,936
Liabilities for borrowed money
66 Borrowings from Federal Reserve Banks. .. ..., 1.869 60 575 1,240 843 45 3.304 1,356 575
67 Treasury tax-and-loan notes ... ... 1.531 2,971 3,105 4,022 2,281 2,121 3.956 9,432 13,168
68 Ali other liabilities for borrowed money”. 150,384 149,715 | 148,572 | 144,822 146,642 153,448 151,289 144,169 141,958
69 Other liabilities and subordinated notes dnd dcbumuru 82,434 82,570 84,326 84,320 86,462 82,088 84,196 85,532 83,620
70 Total labMities ..... ... ......... .. ... ... 801,196 | 791,751 797,076 | 795,556 820,369 815,731 826,319 806,064 805,855
71 Residual (total assets minus total liabilities)*, . 56,405 56,507 56.425 56,476 56,892 57.013 56,912 56,746 56,719

1. Includes securitics purchased under agreements to resell.
2. Other than financial institutions and brokers and dealers.

3. Includes federal funds purchased and securitics sold under agrecments to
repurchase; for information on these liabilities at banks with assets of $1 billion or

more on Dec. 31, 1977, see table 1.13

4. Not a measure of equity capital for use in capital adequacy analysis or for

other analytic uses.

Norr. Beginning in the weck ending Dec. 9, 1981, shifts of assets and liabilities
to international banking facilities (IBFs) reduced the amounts reported in some
1items, especially in loans to foreigners and to a lesser extent in time deposits. Based
on preliminary r

assets to their [B

orts, the large weekly reporting banks shifted $4.7 billion of
s in the five weeks ending Jan. 13, 1982, Domestic offices net

positions with IBFs are now included in net due from or net due to related insti-
tutions. More detail will be available later.
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1.27 [LARGE WEEKLY REPORTING COMMLRCIAL BANKS with Domestic Asscts of $1 Billion or More on
December 31, 1977, Asscts and Liabilities

Millions of dollars, Wednesday figutes, 1982

Account Aug b [ Aug L Aug T8 Ang. 25 | Sept 17| Sept. 821 Sept 157 1 Sept 227 | Sept. 297
- | — - Y (S
I Cash items in process ot collecuon .. .. 45,901 4() 024 42539 | 42,098 ARTRANS 49.974 83,266 43,412 45528
2 Demand deposits due from banks in the Umud ‘slutu 6.179 24 5,695 0.015 7.037 0,750 7.071 6,742 6.441
3 All other cash and due from depository mstitutions 30.075 11,997 31,058 34038 31,606 20,654 32,065 31,338 20,255
4 Total loans and securities Lo L 593,054 | 588,594 | 591,301 587,596 [ 596,218 598,503 600,967 595,027 598,385
Securities
S US. Treasury securitics . ... . .. . . 35,558 15.903 35,567 34,180 3078 35,590 35,498 34,690 34,643
6 Trading account.. . . IR 9,238 9378 8.629 7.52s 6854 7,965 7.627 7.004 7.108
7 Investment .uumnl by m.llunly F I 20,300 26,585 26,938 20.660 37424 J7.625 27 870 27.632 27,535
8 One yerorless .. . L B 8.609 8914 ©9.520 91l 9,300 9,335 9,59] 9 560 9,181
9 Over onc through IIVC ycals ,,,,,, S 15,65t 15.658 [5.452 15,720 15,983 16,306 16,385 16,246 16,459
10 QOver five years .. ... .. P . 2040 2013 1.966 1.830 1.840 1og4 1.894 1,820 1,895
11 Other sccuritics .. .. . G L 71 874 73279 71.576 710677 72.320 73,746 71.670 71,6101 72,116
12 Trading account .. ... . oo PR 3778 5.200 3,348 3378 4,004 5.0066 3711 3,539 3.839
13 Investment account .. .. .. AP , .o 68,096 07,989 08,231 68,290 68,310 08,080} 67 960 o8 072 08,278
14 U.S. government agencies ... . 14,249 14216 14,380 14,436 14,424 14.280 14,231 14,240 14,357
15 States and political subdivision, hv maturity .. .. 51,025 30913 50.996 50,994 50,985 S0.879 NO.827 0913 51,059
16 One year o1 less. . Co Co. R 0,019 0,451 6,402 0,343 6,334 0,345 6.390 6,232 6,280
17 Qver one year Ca 44,400 44,102 44,593 44,651 H4,650 44,532 4,437 44 080 44,770
8 Other bonds, cotpordte slml\s (lll(l seewties ... L 2821 2 8ol 2856 2,809 2.907 2.92) 2.901 2913 2861
Loans b
19 Federal fands sold! B RN 37,748 RRRYL Jo04 RAREIN] 37510 37,101 39810 35272 35,762
20 To commercial banks .. . S 206,682 23,710 25,601 25177 27490 26,947 29417 25.313 25,592
21 To nonbank brokers and (h.dlus m suunlus o 8.127 7.072 7.510 8,159 7.51% 7. ‘)ll‘) 8.284 7.868 8,250
22 To others. e L . 2038 2824 2,929 2403 2,500 2.9 2,001 1,920
23 Other loans, ers .......... e 460,083 | 458,001 | 460,396 458 L Jo 700 460 317 405,752 468,097
24 C ummt.ru.ul and lnnluxuml N , 200,444 | 200 87(» 200,516 199712 202156 X 205,248 206,015 206,424
25 Bankers acceptances and commereial ]hl[)g o 3962 2 3783 4,020 4913 14N 4703 +.324 4.494
26 Altother.... ... . .. ... . 190,482 196,733 195,692 (97,243 97 966 200,546 201,604 204

27 u.s. dddluscu e . 189,609 190.003 188.777 190,363 190,809 193 434 194,578 194,

28 Non-U.S. addressees . ... . 6813 6,731 0916 6,880 7.157 7012 7413 7.278
29 Realestate ....... . . .. ..., G 122,958 123,128 1230351 123,731 123,787 123,973 124,266 124266
30 To individuals tor pumndl uandmnu . . 65442 65293 05 444 65,032 65922 63835 05,990 66,014 60,141

To financial institutions
31 Commercial banks in the United States . . 0,549 h 829 0925 6,844 7.028 8.290 0875 6.555 6.615
32 Banks n forcign countrics . . R 7.204 7.082 0,973 0,807 7193 7.358 74106 7,168 6821
33 Sales fmance, Ivusmm\ finance wmlmmu SN 11,178 11009 my72 11118 11452 10843 10,851 10,629 10 950
34 ()Ihu financial institutions .. o 15,723 15,798 15,923 15,087 16,0606 15.776 16,041 15,830 15,773
35 To nonbank brokers and dealets m suunms L 8019 5.894 7.903 0,380 7.662 7.134 7.033 6,700 7.850
36 To others for purchasing und canymng securities? 2,342 2,348 2,302 RIRES 2338 2.361 2301 2,309 2,371
37 ‘T'o finance .q,nulll\n.ll pmduumn e Co e 6,368 6,354 6,360 6301 6,382 6.3t9 6,297 6,335 6,390
38  Allother .. ... .. P - 13,853 13,348 13,088 13,680 14,774 14,254 14,286 13.93] 14.495
39 Liss. Unearned mcome . S Lo 5,182 5,209 5,207 5,186 S50 5.145 5.152 5.3 SIS
40 [.oan loss reserve . ... RN P 7.027 7048 7071 7.050 7446 7,195 7476 7492 7.9
41 Other loans, net. R RN 447 874 443745 KR S45.903 1 452,411 452,000 453,989 453 448 455,803
42 Lease hnancmg receivables | el . 10,722 10,715 10716 10,700 10.738 10,753 10,780 10,758 10,760
43 All other assets. ... ... Lo . 121447 | 120,908 ) 121884 122,186 (26,044 126316 128,045 124,809 125,054
44 Total assets . .. ... ... AR 807,378 | 798,663 | 803,795 802,633 [ 826,888 821,960 832,195 812,086 812,423
Deposits
45 Demand dupusus ......... e 155947 1 149875 149 985 149,259 | 170518 104,286 170,048 151,413 153,241
46 Mutual savings banks .. ... . 616 574 535 489 630 04) SKY S0 518
47  Individuals, pxlnllkl'\hlp\ and unpnr,mons e 114,842 113,907 113,530 12150 120,934 123,203 126,134 114,542 115,199
48 States and political subdivisions ... .. . L 4,454 4,405 1891 40108 4.324 4,057 5,059 4,249 3.974
49 U.S. government. . ... PP 3,020 1,078 2319 1,305 804 106K 5470 1,921 1,688
50  Commercial banks in the United Smlu R 17,065 15,986 16,375 16,623 10,147 19,691 18,208 16,538 16,608
51 Banks in foreign countries . . 6,931 6,184 5.977 5,794 S.R1S 6,726 5.856 5,954 5719
52 Faragn governments and official insttutions .. 1,024 865 1.003 1,087 1.27% 1,026 847 951 DAR]
53 C Crllfgcd and ofticers’ checks . e . 7,994 6.277 0,354 7.792 11.616 7.881 7.889 6,751 8,599
54 Time and savings deposits ... ... . N . 373,049 | 371,279 375,302 370,786 377,142 377,088 376,455 378,084 377,051
S5 Savings...........oo0 oo . R 74,432 73997 73,769 73,698 74,730 75,629 75.653 74,148 73,856
56 Individuals and nonprotfit org.unmlmns . .. 71,395 70,933 70,722 70,581 71,611 72,481 72571 71,111 70,776
57 Partnerships and cor pm.mnns operated tor pmm . 2.528 2,519 2,516 2,574 1.589 2,632 2,570 2,538 2,556
58 Domestic governmental units . .. 485 S21 S06 484 500 495 494 482 507
59 All other ...... .. o .. 24 24 25 19 20 21 I8 20 \7
60 Time....... . . . . .. ... o 208,616 2972821 301,533 303,129 302412 01,458 300,302 303,930 303,195
61 Individuals, pdr(llLrShlp\ ‘and u)rpumnunx ,,,,,,,, 2023561 2611791 204,083 265331 | 204,676 263,776 203,127 266,008 265,294
62 States and political subdwvisions . R 18.861 18.987 19.174 19,551 19915 19 808 19,754 19 845 19,754
63 US. government . .......... . . ... 93 371 393 524 549 524 06 516 496
64 Commercial banks in the lmu.d St.uu. . 12,072 11,920 12,819 12,650 12,310 12,447 12.629 12,580 12,715
65 Fareign governments, official institutions, and banks. 4,934 4,824 5.063 5.073 4.961 4,903 4.8/R5 4,987 4,936
Liabiiities for borrowed money

66 Borrowings from Federal Reserve Banks . o 1805 5 525 1,103 B36 . 3,239 1,297 535
67  Treasury tax-and-loan notes . .. 1.388 2.756 2.858 3,745 2.0t 1,952 3.678 8,806 12,393
68  All other liabilitics tor borrowed munw . 141,962 141355 140,121 136,694 1 138,704 145,244 143,324 135,863 134,561
69  Other liabilities and subordinated notes and debentures 80.274 80,377 82,049 82.054 84,220 79914 82,061 83,394 81,450

70 Total liabilitles ........... . . . ..... 754,483 | 745,647 | 750,839 749,642 1 773,518 768,484 778,806 758,458 759,231

71 Residual (total assets minus total liabilities)*, ..., .. 52.895 53.016 52,955 52.989 53,370 53476 83,388 83228 53,192
1. Includes securitics purchased under agreements to resell 4. Not a measure of equity capital tor use in capital adequacy analysis or tor
2. Other than financial institutions and brokers and dealers other analytic uses,

3. Includes tederal funds purchased and sccurities sold under agreement to re-
purchase; for information on these habilities at banks with assets ot $1 billion or
more on Dee. 31, 1977, sce table 113
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1.28 LARGE WEEKLY REPORTING COMMERCIAL BANKS IN NEW YORK CITY Assets and Liabilities
Millions of dollars, Wednesday figures, 1982

Account Aug. 4 Aug. 11 | Aug 18 | Aug 2§ Sept. 17 | Sept, 82 | Sept. 157 1 Sept. 227 | Sept. 29#

1 Cash items i proceess of collection. ... ... ... 14,644 12,759 13,494 14,923 22,531 16,109 18,914 14,156 16,655
2 Demand deposits due from banks in the United

SHES oo e e 1,336 1,160 1,302 1,248 1,567 1,200 1,587 1,773 1,191

3 All other cash and due trom deposnury institutions ., 6,262 6.877 59383 6,812 5,726 5,468 8,967 5,110 4,522

4 Total loans and securities! . ......... ... ... 139,746 136,605 138,920 140,826 144,483 142,458 143,435 142,802 142,266

Securities
§ U.S. Treasury securities? ... ... oo ] oo C
6 Trading account® ... ... ...
7 luvestment account, by maturity
8

.. 6,428 6313 6,374 6.437 6,678

Oneyearorless ... ..o oo oo 1.064 1,047 1.096 1,109 1,016

9 Over onc through tive yea o 4,776 4,703 4,790 4.839 5,094

10 Over five yeurs . ... ... S87 563 488 488
11 Other securities® ..o oo e e
12 Trading account” ... ... .. o e Lo bencca b e e e
13 Investment account . . 14,245 14,123 14,168 14,191 14,108 13,939 13,928
14 U.S. government ,q,pncxcs . . 2,003 2,003 2,059 2,054 2,042 2,022 2,084
15 States and political subdivision, hy nm!umy 11,314 11.199 11,172 11,160 11,081 10,951 10,920
16 Oneyearorless.........oooie o s 1.664 1,514 1,454 1,422 1,431 1411 1,253
17 QOver one yeur . 9.650 9.685 9.717 9,738 9,650) 9,540 9,666
18 Other bonds, corporate stocks and securitics. . .. 928 922 938 977 084 966 924
Loans

19 Federal funds sofd ¥, ... ..o 9,400 8,087 8,850 11,467 11,690 9,989 10,524 10,687 8.982
20 To commercial banks - 4,314 3,709 4,004 6,150 6,946 4,955 5,321 5,812 4,045
2t To nonbank brokers and dealers in securities 3.664 3,163 3,619 4,347 3,783 4,084 4,300 3,824 4,067
22 Toothers..... ..... L . 1.421 1,215 1,227 969 961 950 902 1,051 869
23 Other loans, gross ... ... . 113,425 111,855 113,283 112,599 115,956 115,477 116,088 115,418 116,578
24 Commercial and industrial . 59,412 59,291 59,249 59.057 59,963 59,890 61,381 61,575 61,222
25 Bankers acceptances and commercial paper. ... 1,139 1,314 1,305 1,250 1,683 1,381 1,482 1,311 1,197

26 All other .. 58,273 57,977 57,944 57.807 58.280 58,508 59,899 60,264 60,025

27 U.S. addr 56,899 56,663 56,642 56,399 56,912 57,117 58,528 58,749 58,410
28 Non-U.S. addressees . . 1.374 1314 1,302 1.408 1,368 1.391 1,371 1,516 1,615
29  Realestate............. 18.463 18,462 18,507 18,769 18,812 18,823 18,919 18,969 18,941

30 To individuals for personal expenditures

11,364 11,386 11,434 11,460 11,524 11,535 11,531 11,590 11,594
31 To financial institutions

Commercial banks in the United States ...... .. 1.842 2.068 1,946 1,928 2.019 2.835 1,961 1.879 1,986
32 Banks in foreign countties ... ... ... ..., . 2,884 2.775 2,748 2,501 2.848 3,109 3.002 2,764 2,544
33 Sales tinance, personal finance companies, et 4911 4,777 4,674 4,851 5,146 4,734 4,781 4,560 4,723
34 Other fmunciurinstilulionh ,,,,,,,,,,,,,, . 4,720 4,794 4 863 4,829 5.098 4,849 4,966 4914 4,902
35  To nonbank brokers and dealers in securities ... .. 4,929 3,548 5,001 4,262 5.148 4,750 4,725 4,415 5,516
36 To others for purchasing and carrying sccurities® 620 625 644 612 616 642 618 621 649
37 To finance agricultural pmducnon 440 432 432 426 491 428 416 413 424
38 Allother............ o 3,838 3.696 3,783 3,902 4.290 3,881 3,786 3,718 4,074
39 Less: Unearned income 1,496 1,511 1,513 1,510 1,500 1,484 1,491 1,490 1,490
40 Loan loss reserve . 2,255 2,262 2,263 2,270 2,292 2,309 2,333 2,325 2,289
41 Other loans, net . . 109,673 108.082 109,507 108.818 112,164 111,683 112,264 111,604 112,799
42 Leasc financing rctcwahlcs .. 2,119 2,118 2,119 2,104 2,091 2,090 2,112 2,092 2,093

43 All other assets® ... .. 51,020 50,739 50,169 50,11t 52,308 52,015 51,595 50,572 50,615

44 Total assets. . ..............coovt toi e 215,128 210,259 211,957 216,025 228,703 219,340 226,610 216,504 217,342
Deposits

45 Demand deposits ... o0 o0 oo 43 804 42,555 42,244 44,762 54,114 48,304 51,336 43,974 45,781
46 Mutual savings banks ......... ... L e 320 323 283 231 300 306 300 260 249
47 Individuals, partnerships, and corporations ...... 27,589 28.529 28,319 29,311 34,783 31,976 34,330 29,440 30,407
48  States and political subdivisions 679 848 432 452 602 751 1,233 607 519
49 U.S. government . . 830 496 662 381 140 318 1,612 508 474
50 Commercial hanks m thc Umu,d Smlcs . 3,669 3,858 4,011 4,740 5.529 4,828 4,491 4,495 3,915
51  Banks in forcign countries . . 5.499 4.813 4,637 4.398 4,395 5.197 4,613 4,573 4,491
52 Forcign governments and official mstitutions. .. .. 788 627 754 806 950 759 595 665 686
53 Certified and officers’ checks. .. .. . 4,431 3,060 3,146 4,443 7.416 4,171 4,162 3,426 5,042
54 Time and savings deposits .......... . . 73.775 73,437 75,063 75.469 76,005 75.260 74,528 74,310 72,705
55 Savings. ... . 9.633 9,626 9,599 9.560 9,671 9.812 9.834 9,664 x
56 Individuals and nonprotit nrgdnudllons e 9.293 9,259 9,246 9,228 9,342 9,475 9,498 9,332 9,311
57 Partnerships and LOl‘p()l‘dlIOnS operated for

profic. .. ... .. .. 232 231 231 235 241 246 237 231 228
58 Domestic govurnmunml units . .. 105 134 120 96 85 &8 97 99 105
59 All other e e PN 2 2 2 2 2 3 2 1 1
60 Time. ...... R 64,143 63.811 65,464 65,909 66,333 65,447 64,694 64,646 63,060
61 Individuals, p«\rlncrshlps and Lorp()rdlluns A 54 188 54.024 55,071 55,429 55,851 55,173 54 487 54,692 53,183
62 States and political subdwvisions ... ... e 2.289 2,330 2,386 2,350 2,442 2,384 2,372 2,333 2,300
63 US. government ... ...... ... 78 7 94 190 224 211 197 206 195
64 Commercial bdnks |n the . 5,255 5,148 5.659 5,688 5,583 5,526 5,533 5,352 5.376
65 Foreign governments, official institutions, and

banks ... .. L oo 2333 2,232 2,254 2,252 2,234 2,153 2,105 2,063 2,006

Liabilities tor hnrruwcd moncy

66 Borrowings trom Federal Reserve Banks 400 | ... 0 L 525 175 670 | ..., . 1,855 891 28

67 Treasury tax-and-loan notes. ........... .. AN 280 947 837 1,268 620 702 1,103 2,805 3,134
68 All other habilities for borrowed moncy® . 49 005 45,742 44,704 46,017 46,156 47,430 48,651 45,339 47 864
69 Other liabihties and subordinated notes and

debentures.. ..o o ol 30,034 29,673 30,686 30,517 32,992 29,446 30,835 31,002 29,857
70 Total lisbilities. .................. G 197,298 192,354 194,061 198,209 210,557 201,142 208,309 198,321 199,369
71 Residual (total assets minus total habilities)” ... ... 17.829 17,905 17.896 17.816 18,146 18,198 18,301 18,182 17,973
1 Excludes trading account seculities. Includes trading account securities.
2. Not available due to confidentiality. (7 Includes federal funds purchased and securities sold under agreements to
3. Includes securities purchased under agreements to resell. repurchase.
4. Other than financial nstitutions and brokers and dealers. 7. Not a measure of equity capital tor use in capital adequacy analysis or for

ather analytic uses.
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1.29 LARGE WEEKLY REPORTING COMMERCIAL BANKS Balance Sheet Memoranda
Millions of dollars, Wednesday figures, 1982

Account Aug. 4 Aug. 11 Aug. 18 | Aug. 25 | Sept. 1”2 [ Sept. 8/ | Sept. 157 | Sept. 227 | Sept. 297
BAnKs witnt Asse rs oF $750 MiLLioN or Mori
1 Total loans gross’% and securities zuljustcd' 609,209 607,496 608,492 605,059 611.261 612,903 614,628 613,665 616,495
2 Total toans {gross) adjusted! R 492321 488,746 91,770 489,586 495.430 493 959 497,714 497,612 499,972
3 Demand deposits adjusted?. .. ... L 96915 98,568 95.642 96,287 102.844 100,750 100,226 96,564 96,880
4 Time deposits in accounts ot $100,000 or more ... ... 202,763 201,316 205,141 206,667 205,841 204,620 203,854 206,555 205,787
5 Negotiable CDs.. .... ..., el e 146,289 144,794 148,642 149,800 148,434 147,276 146,755 148,887 148,230
6  Other ime deposits ... ... ... ... . 56,474 56,522 56,499 56,867 57.408 57,344 57,100 57,667 57,556
7 Loans sold outright to affiliates® . ......... .... . 2.804 2,795 2.822 2.881 2833 2 835 2,820 2.855 2,861
8 Commercial and industrial .. .. e e e .. 2,261 2,256 2,278 2,318 2272 2,280 2,260 2,274 2,281
9 Other., . .o e e 542 540 544 563 561 555 560 S§2 SEG
BANKS wii11 Asst 15 Ot $1 BiLioN or MORE
10 Total loans (gross) and sccurities adjus(cd]. . C 572,031 570,312 571,053 567,816 573,989 575,606 577,003 575,464 578,411
11 Total loans (gross) adjusted! .....° . ... e 464,599 461,009 463,910 461,953 467,692 466,270 469,835 469,157 471,651
12 Demand deposits adjusted?, . oL L. L. 89,960 91,587 88,752 89,233 45,319 93,552 93,107 89,541 89,416
13 Time dcposits in accounts of $100,000 or more e 193,765 192,325 196,177 197,694 196,749 195,547 194,672 197,328 196,368
14 Negotiable CDs...oov oo oo oo 140,752 139,294 143,275 144,505 143,045 141,951 141,356 143,482 142,656
15  Other time deposits . ... ... ... .. ... . 53.013 53,031 52,899 53,190 53,704 53,596 53,316 $3,846 53,713
16 Loans sold outright to aftiliates’ . ... ... o 2,714 2,708 2,736 2,800 2.754 2,751 2,741 2,787 2,784
17 Commercial and industrial ... e L 2,194 2,191 2,215 2,260 2,214 2,214 2,196 2,220 2,218
IR Other..... oo . 520 516 521 540 539 537 545 567 566
BANKS I¥ New YORK Cr1y
19 Total joans (gross) and securities adjusted'* . ... . 137,341 134,601 136,746 136,528 139310 138,462 139.976 138,925 140,013
20 Total loans (gross) adjusted! ... ... ... .. .. 116,668 114,165 116,183 115,986 118.682 117.676 119,328 118,414 119,528
21 Demand deposits adj usted?. o 24,661 25,442 24,078 24,719 25915 27 050 26,319 24,815 24,738
22 Time deposits in accounts of $100,000 or more ... .. 49,601 49,264 50,831 51,250 51.591 50,613 49 866 49 801 48,155
23 Negotable CDs.... ... 0 .0 o L 38,358 37.938 39,772 40,227 40,411 39,650 39,005 38,798 37,157
24 Othertime deposits . ... .. ... ... 11,244 11,325 11,059 11,023 11,180 10,963 10,771 11,003 10,998
1. Exclusive of loans and tederal funds transactions with domestic commercial 3. Loans sold are those sold outright to a bank’s own foreign branches, non-
banks. consoliduted nonbank affiliates of the bank, the bank’s holding company (if not a
2. All demand deposits cxeept U.S government and domestic banks less cash bank), and nonconsolidated nonbank subsidiarics of the holding company.

items in process of collection 4. hxcludes trading account securitics,
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1.291 LARGE WEEKLY REPORTING BRANCHES AND AGENCIES OF FOREIGN BANKS  Assets and Liabilitics

Millions of dollars, Wednesday figuies, 1982

Account Aug. 4 Aug. 11 Aug. 18 Aug. 25 Sept. 1/ Sept. 87 Sept. ISP | Sept. 227 | Sept. 297
1 Cash and duc trom depository institutions 6,416 6,589 6,788 6,644 0,946 712 6,805 7,205 7,253
2 Total loans and securities ... ... 45,352 45,170 45,855 45,330 46,072 45,792 46,550 46,164 47,712
3 U.S. Treasury securities. . 1,851 1878 1.776 1,735 1,565 1,573 1,743 1,856 1,757
4 Other securities .......... ..... 849 347 849 856 859 854 841 840 840
5 Federal funds sold! . 2,658 3187 3,270 2,631 3,344 3,005 3,760 2,884 4,042
6 To commercial banks in Umlul Smlc .. 2,490 3,098 3,048 2,508 3115 2,546 3,554 2,824 3,758
7 To others. . e 168 89 222 123 229 459 207 ol 283
& Other loans, gross ... 39,994 39,258 39,959 40,108 40,304 40,3600 40,212 40,584 41,074
9 Commercial and |ndustrm| . . 18877 18,664 18,048 19,054 19,369 19,579 19,601 19,543 20,136
10 Bankers acceptances and commercial
paper ... oo e 3,047 3.077 2,893 3,099 3,105 3158 3,145 3,097 3,286
31 Allother . ... ... 15,830 15,587 15,755 15,954 16,264 16,421 16,456 16,447 16,849
12 U.S. addressees . S 13,816 13,542 13,793 13,780 14,060 14,279 14,455 14,459 14,896
13 Non-U §. uddrcsscu . . 2,013 2,045 1,962 2,174 2,204 2,142 2.001 1,988 1,953
14 To financia) institutions ... .. ..., 16,242 15,865 16,214 16,162 15,9058 15,948 15,884 16,298 16,169
15 Commercial banks in United Smlu . 13,197 12,83} 13,116 13,180 12,868 3,050 13.072 13,264 13,166
16 Banks in foreign countries. ..., 2,413 2,426 2,488 2,368 2417 2,292 2,198 2,391 2,308
17 Nonbank financial institutions ..., .. 631 608 6ll 614 619 606 614 643 694
18 For purchasing and cartying securities . S82 455 557 413 477 233 352 316 433
19 Allother.... ......... o 4,203 4.274 4,540 4,480 4,553 4,600 4,374 4,426 4.336
20 Other assets (L]dllll\ on nnnrulatul
partes). . .o 12,808 12,941 13,030 12712 12,600 12,421 12,361 12,008 11,859
21 Net due trom related ins Iullnns 11,582 11,956 12,405 12,197 12,459 12,514 12,220 12,0063 {1,153
22 Totat assets..... ... 76,247 76,655 78.078 76,884 78,083 77839 78,003 77,560 77,977
23 Deposits or credit balances? . 21,425 21,448 22,508 22,226 23,030 22,592 22,454 23,462 23,77)
24 _redit balances . e 201 192 230 214 245 239 249 178 212
25 Demand deposits. ... ... 1913 1.760 1.940 1.813 2,048 1988 2,004 2,081 1,906
26 lndividudl\ partnerships, and’
Corp\)rdtlons e e 811 710 770 763 731 721 97 86t 771
27 Other .. . 1,102 1050 1470 1,050 1.317 1,267 1,126 1,221 1,135
28 ‘Total time an sdv ngs L A 1931 14,496 20,398 20,199 20,736 20,365 20,141 21,203 21,653
29 Individuals, partnerships, and
corporations ..., . 16,224 16,352 17,610 16,808 17.313 17,111 16,871 17,930 18,609
30 Other........ . 3,087 3,145 3,388 3,391 3,433 3,254 3,269 3,274 3,044
31 Borrowings® .. . 33,756 33,707 34,448 32,934 34,340 34,360 34,192 33,316 32,624
32 Federal funds puuhdwd‘ . 8.684 8,621 9,447 7910 9,451 9,690 9,735 8,499 8.058
33 From commercial banks in United
States........ ... . . 7.747 7,746 8,025 7,045 8,612 R,758 8,559 7,440 7.227
34 From others ... 937 R75 822 865 §39 433 1,176 1,059 831
35 Other liabilities for bnrm\m,d mm\w 25,073 25,086 25,001 25,024 24 889 24,669 24 457 24 817 24,565
36 To commercial banks in United States 22,643 22,595 22,600 22,504 22,518 22,358 22,158 22,376 22,333
37 Toothers........ ... .. ... 2,430 2491 2,401 2,460 2,371 2,311 2,300 2,440 2,232
38 Other liabilities to nonrelated pdmu ,,,, 13,033 12,829 12.857 12,518 12,428 12,159 12,141 11,800 11,629
39 Net due to related institutions . . . L 8,033 8.671 8,208 4,206 8,285 8,728 9216 8,981 9,954
40 Total liabifities ., ... ..... 76,247 76,655 78,078 76,884 78,083 77.839 78,003 77,560 77,977
MEMO
4} Tota) Joans ( éross) and securities
adjusted” | R 29 604 29,241 29,691 29,642 30,088 30,197 29,93 30,076 30,788
42 Total loans (gross) d(l}uslui" 26 965 26,516 27,065 27,051 27.604 27,770 27,46 27,380 28,190

L. Includes securities purchascd under agreements to resell.

2. Balances due to other than directly related stitutions

3. Borrowings from other than directly related institutions.
4. Includes securities sold under agreements to reputchase.

5. Excludes loans and federal funds transactions with commercial banks in United

States

Nair, Beginning in the week ending Dec. 9, 1961, shitts of assets and liabilities
to nternational banking factlities (IBFs) 1educed the amounts 1eported in some
1tems, espectally m loans to toreigners and (o a Jesser extent 1 tume deposits. Based
on preliminary reports, the fatge weekly reporting branches and agencies shifted
$22.2 billion of assets to their IBFs in the aix weeks ending Jan. 13, 1982, Domestic
otfices net positions with IBFs are now meluded in net due from or net due to
related mstitutions: More detail will be avilable latet,
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1.30  LARGE WEEKLY REPORTING COMMERCIAL BANKS Domestic Classified Commercial and Industrial [.oans
Millions of dollars

Qutstanding Net change durtng
Industry classitication 1982 1982
May 26 June 30 Juty 28 Aug. 25 Sept. 297 Q2 Q3 July Aug. Sept.”
I Durable goods manutacturing. .. . . ... 28.842 29,104 28.543 29,155 31,469 465 2,367 560 611 2,328
2 Nondurable goads munutacturing .. . ... 23,998 25,297 24 819 24,890 25,809 2,135 500 - 478 71 Y39
3 Fouod, liquor, and tobacco .. .. PP 4,784 4,807 4,681 4,584 4,840 256 34 126 -96 243
4 Texties, apparel, and leather....... .. 4,722 4,804 5,068 5,004 4,856 329 -7 204 -4 —209
S Petroleum refimng ..., .. e 4,671 5,087 4,840 47 5316 638 220 247 123 598
6  Chemicals and rubber. . ........ ... ... 5,232 5.551 5,198 5,548 S,8ILL 795 260 353 350 292
7 Other nondurable goods ................ 4,581 4,988 5.032 4976 4,987 498 1 44 -56 14
8 Mining (including crude petio-
leum and natural gas).. . ... . 28,246 28,257 27,987 27,330 28,248 2,400 -7 - 270 — 657 931
OTrade ... . ..o oo e 28,704 29,166 28,580 28,304 29,010 345 - 187 586 276 680
10 Commodity dealets. . e e 1,873 1,861 1,648 1,788 1,945 - 460 84 214 140 58
11 Other wholesale. ... . . e e 13,489 13,775 13.634 13,482 13,974 244 198 141 - 152 483
12 Retail., ..... e e e 13,342 13,529 13,298 13,035 13,091 556 469 - 23t 263 38
13 Transportation, communication,
and other public utilitics ... .. P 23,703 25,018 24 964 24,752 24 908 1,372 105 - 51 =211 155
14 Transportation ...  ...... . N 9,070 9,228 8,808 8,961 8,981 74 - 246 - 360 93 16
1S Communication .... ... ..... ... 4,559 4,719 4,832 4,904 5,140 S3K 364 52 72 235
16 Other public wiilities. ... .. Coe 10,074 11,008 11,263 10,887 10,786 760 220 256 - 376 - 95
17 Construction . .. ........ .. ... S 7,690 7.765 7.926 7,835 7.893 513 128 161 -91 63
18 Services .. ... .. RN . . 27,956 28,780 28,803 28,987 29,332 1.639 564 83 124 357
19 Allother' ..... ... .. 17,133 17.301 17,362 17,572 17,982 40 719 61 210 420
20 Tatal domestic loans .. . ... A 186,271 199,684 189,044 188,825 194,651 8,914 3,986 | —1,640 -219 5874
21 MeMo: Term loans {onginal matunty more
than | year) included in domestic loans . 89,282 89.849 87.247 R7,(Jil1 %9,290 2‘(;4()l 559 2,602 [ - 190 l 2,240
1. Includes commercial and mdustrial loans at a tew banks with assets ot $1 Noit. New series, The 134 large weekly rcd})orting commercial banks with do-
bithon or more that do not classify their loans. mestic assets ot $1 billion or more as of Dec. 31, 1977, are included m this senes.

The series is on a last-Wednesday-ot-the-month basis. Partly estimated historical
data are available trom the Banking Section, Division of Rescarch and Statistics,
Board of Governors of the Federal Reserve System, Washington, D.C. 20551,
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1.31 GROSS DEMAND DEPOSITS of [ndividuals, Partnerships, and Corporations'

Billions of dollars, estimatcd daily-average balances

Commercial banks
Type of holder 1980 1981 1982
1978 1979
Dec. Dec.
Dee Mar.} June! Sept. Dee, Mar, Junc
1 All holders—Individuals, partnerships, and
corporations .. ... e e 294.6 302.2 315.5 280.8 T 277.5 288.9 268.9 271.5
2 Financial business ..., ... ...... 27.8 27.1 29.8 308 28.2 28.0 27.8 28.6
3 Nonfinancial business 152.7 157.7 162.3 144.3 n.a. 148.6 154.8 138.7 141.4
4 Consumer 97.4 99 2 102.4 86.7 82.1 86.6 84.6 83.7
S Foreign. .. . . AP 2.7 3.1 33 34 31 2.9 31 2.9
6 Other ... ... oo o e e e 14.1 15.1 17.2 15.6 15.5 16.7 14.6 15.0
Weekly reporting banks
1980 1981 1982
1978 19795
Dec. Dec.
Dec. Mar.} Junet Sept. Dec. Mar. June
7 All holders—Individuals, partunerships, and
corporations .. .. ... .. ... ... L 147.0 139.3 147.4 133.2 T 131.3 137.5 126.8 127.9
8 Financial business .. .......... ..., 19.8 2001 21.8 21.9 20.7 21.0 202 20.2
9 Nonfinancial business . . 79.0 741 8.3 9.8 na. 72 75.2 67.1 67.7
10 Consumer .. ...... .. 38.2 4.3 35.6 30.6 28.7 30.4 29.2 29.7
11 Foreign. ... R . Ceee o S 2.5 3.0 31 32 2.9 2.8 2.9 2.8
120ther ...l ol . 75 7.8 8.6 7.7 7.9 8.0 7.3 75

1. Figures include cash items in process of collection. Estimates of gross deposits
are based on reports supplicd by a sample of commercial banks. 'Fygcs of depositors
in ¢ach category ate described in the June 1971 BuLiliny, p. 466.

2. Beginning with the March 1979 survey, the demand deposit ownership survey
sample was reduced to 232 banks from 349 banks, and the estimation procedure
was modified slightly. To aid in comparing estimates based on the old and new
reporting sample, the following estimates in billions of dollars for December 1978
have been constructed using the new smaller sample; financial business, 27.0;
nonfinancial business, 146.9; consumer, Y8.3; foreign, 2.8; and other, 15,1,

3. Demand deposit ownership data for March 1981 arce subject to greater than
normal errors reflecting unusual reporting difficulties associated with funds shifted
to negotiable order of withdrawal (NOW) accounts authorized at year-end 1980.
For lﬁc houschold category, the $15.7 billion decline in demand deposits at all
commercial banks between Dccember 1980 and March 1981 has an estimated
standard error of $4.8 billion.

4. Demand deposit ownership survey estimates for June 1981 are not yet available
due to unresolved reporting errors

5. After the end of 1978 the large weekly reporting bank panet was changed o
170 farge commercial banks, each of which had total asscts in domestic offices
cxceeding $750 million as of Dec. 31, 1977, See “Announcements,” p. 408 in the
May 1978 Burie rin. Beginning in March 1979, demand deposit ownership esti-
mates for these large banks are constructed quarterly on the basis of 97 sample
banks and are not comparable with carlier data. The following estimates in billions
ot dolars for December 1978 have been constructed tor the new large-bank panel;
fmlunciul business, 18.2; nontinancial business, 67 2; consumer, 32.8; foreign, 2.5;
other, 6.8,
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1.32  COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING

Millions of dollars, end of period

1982
Insttument 1977 1978 19791 1980 1981
Dee Dee. Dec. Dec. Dee.
Matr. Apr, My June July Aug.
|
Commetaal paper (seasonally adjusted}
- . -
1 All issuers .. ... ..... 65,051 83,438 | 112,803 | 124,524 | 165,508 | 166,726 | 171,866 | 176,210 | 178,842 | 180,669 | 177,182
Financial companies?
Dealer-placed paper’
2 Total, .......... . 8,796 12,181 17,359 19,790 30 188 31,574 32,848 34,083 36,685 37,901 38,000
3 Bank-related (not SL(ISUHLI“)’
adjusted) . 2132 3521 2.784 3,561 6.045 7,055 7.905 8,003 7,188 6,427 6,038
Directly placed [)up('/‘
4 “lotat B 40,574 51,647 64,757 67,854 81,600 78,322 81,585 82,390 84,774 85,0684 81,707
S Bank-related (nol \c.ls(umlly
adjusted) .. . Lo 7402 12,314 17,598 22,382 26914 27,579 29,434 30,576 0,828 RINEY 28,901
6 N()ufln.mcml LL)mpdnlu 15,631 19,610 30,687 36,880 53,660 56,870 57.43 ‘i‘)\[,'j—J 57,383 57,024 57,409
Bankers dollar acceptances (not seasonally adjusted untess noted otherwise)
- — — —
7 ‘Lotal. .. 25,450 1 33,700 ] 45321 54,744 | 69,226] 71,619 71,028 7600 | 71,765 ] 72,559 /
Holder
8 ALLLpun{? banks 10,434 8,579 9 R6S 10,564 10,857 12,904 12,675 11,104 10,362 11,164
Y Own bills 8.915 7,653 8,327 8.963 9,743 11,139 11,409 9,879 9.175 9,734
10 Bulls bought . 1519 927 1,538 1,601 1,115 1,825 1,266 1,225 1,188 1,431
Federat Reserve Banks
11 Own account . o 994 1 704 776 0 0 0 0 0 0 Tl
12 Foreign mrrcspnndum . 3062 604 1,382 1,791 1,442 1.379 1.329 1,234 1,348 1,250
13 Others . . .. 13,700 24,456 33,370 41,614 56,926 57,276 57,124 59.262 60,054 60,145
Rasis
14 Imports into United States 6,378 8,574 10,270 11,776 14,765 14,877 15.303 14,979 15213 15,004
15 Exports from United States, 5,803 7,586 9,640 12,712 15,400 16,835 16 887 16,255 15,649 16,167
16 Al other o AN 13,209 17,540 25411 30,257 39,001 39,907 38,937 40,458 40,842 41,298

1A change in reporting instructions tesults mottsetting shitts w the dealer-

placed and directly placed financial company paper in October 1979

other investment activitics,

2. Institutions engaged primanly in activities such as, but not fimited to, coni-
mercial, savings. and mortgage banking: sales. peysonal, and mortgage tinancing,
tactoring, linance leasing, and other business fending, msurance underwnting, and

3, Incindes all tinancial company paper sold by dealers in the open market.

4 As reported by financial companies that place then paper direetly with inves-

tors,

munications,

construction,
transportation, and services

5. Includes pubhic uuhties and tnms engaged prinattly msuch activities as come-
manufactuning,

mining, wholesale and retail trade,
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1.33 PRIME RATE CHARGED BY BANKS on Short-Term Business Loans

Percent per annum

Effective date Rate Effective Date Rate Month Average Month Average
rate rate
1981—Sept. 15.......... 20.00 16.50 l‘)K]——Jdn .............. 20.16 1982— Jan. 15.75
2.0 ... 19.50 17.00 19.43 Feb 16.56
Qct. 19.00 16.50 18.05 Mar.. . 16,50
18.00 16.00 17.15 Apr... 16.50
Nov. 17.50 15.50 19.61 May .. 16.50
,,,,, 17.00 Aug. 2. .. 15.00 20,03 June .. 16.50
16.50- 6.... ... 14.50 July .. ... ... .. 20.39 July 16.26
17, .. 17.00 18.. ... 14.00 Aug...o.oo 20.50 Aug 14.39
200, ... 16.50 23, ... 13.50 Sept. 20.08 Sept 13.50
4. .0 1600 18.45
Dec. 1.......... 15.75 16.84
15.75
1.34 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, May 3-8, 1982
Size of loan (1n thousands of dollars)
All
Ttem wzes
1,000
1-24 25-49 50-99 100-499 500-999 and over
SHORT-TERM COMMLRCIAL AND
INDUSTRIAL LOANS
[ Amount of [oans (thousands of dollirs) 36,600,259 885,940 501.046 707,807 2.349.121 1,198,641 30,957,703
2 Number of loans ... 161,197 115.667 14,935 11,137 13,022 1,848 4,588
3 Weighted-average matunty (months) 1.2 34 a8 3.4 3.6 2.4 9
4 Weighted-average interest rate (percent per annumy). . 17.11 18.51 18.56 18.06 17.77 17.98 16.94
5 Interquartile mngc' .......................... . 16.58-17.51 17.42 -19.51 17.55-19.25 17.62-18.50 17.00--18.67 | 17.00-18.97 16.57-17.30
Percentage of amount of loans
6 With floating rate ..., 29.8 39.2 48.4 44.8 523 50.8 26.3
7 Made under commitment 51.7 362 40.3 49.3 63.7 51.2 515
8 With no stated maturity ... 14.4 128 14.8 24.9 19.9 24.0 13.4
LONG-TERM COMMI RCIAL AND
INDUSTRIAL LOANS 1-99
9 Amount of loans (thousands ot dollars) .. ..... 3,705,382 253,640 410,817 164,045 2,876,880
10 Numberofloans ............ ......... e 20,575 18,222 1,547 244 562
11 Weighted-average maturity (months) ..., .. 49.8 299 50.1 433 SR
12 Weighted-average interest rate (percent pcr dnnunl). . 16.96 18.80 17 59 17.29 16.69
13 Interquartile range!. Lo e 16.50--17.51 17.79-19.56 17.50--17.81 16.50--18.00 16.00-17.32
Peicentage of amount of loans
14 With floating rate .......... ........ 71.7 38.6 459 83.5 71.7
15 Made under commitment.. ... ... 721 28.9 36.2 82.8 80.4
CONSTRUCTION AND 1-24 25-49 50-99 500 and over
LaND DLVELOPMENT LOANS
16 Amount of loans (thousands of dollars) ............. 1,921,308 182,396 228,405 166,690 427,520 916,297
17 Number of loans .. ..., ..... ... ... 31,454 18,881 6,446 22713 3,050 80S
18 Weighted-average m‘llumy (months) 11.1 7.2 12.3 8.3 4.1 10.6
19 Weighted-average interest rate (puctm per annum) . 17.80 19.13 18.81 1797 18.45 16.96
20 Interquartile range' oL 16.07-19.10 18.54-20.15 17 00-19.82 16.72 -19.25 18.13-19.59 16.07-17.88
Percentage of amount of loans B
21 With floating rate ... .. ... Lo 28.8 37.7 225 47.1 20.7 29.0
22 Secured by real estate ... 85.0 74.1 82.1 80.6 97.9 8§2.8
23 Made under commitment. 329 55.5 05 6 19.3 18 4 29.6
24 With no stated maturity .. .. 9 1.9 i1 2.7 1.4 0
Type of construction
25 1- to 4-tamily 30.0 40.0 54.0 40.8 26.0 219
26 Multifamily .. .. ... . 4.8 3. i1 4.9 2.7 7.1
27 Nonresidential ............ ... .. 65.2 56.8 44.9 54.3 71.3 7.0
All 2501
512C4 1-9 10-24 25 49 50-99 100 -249 and over
LOANS 10 FARMI RS
28 Amount of loans (lhous(m(ls ot dollars) ......... ... 1,224,054 172,901 214,006 167,333 190,019 193,183 286,611
29 Number of toans ... . 70,983 46,365 15,091 4919 2,781 1,363 465
30 Weighted-average ma umy (monthi 7.6 6.6 64 7.6 53 9.3 9.4
31 Weighted-average interest rate (puuun pcr annum). . 17.76 17.63 17.59 17.59 18.01 17.76 17.91
32 Interquartite range! ... 0 0 L 17 18-18 39 17.00--18.39 17.18-18.27 17.06-18.13 17 25-18.68 { 17.17-18.27 17.25-18.77
By purpose of loan
33 Feeder livestock . ... 17.81 17.89 1773 17.69 18.56 17.84 17.56
34 Other tivestock. ..., ... oo 17.51 17.75 17.57 17.34 17.42 17.97 *
35 Other current op«.rdnng cxpcnsu 17.66 17.46 17.61 17.57 17.43 17.65 17 59
36 Farm machinery and equipment.......... ... 18.19 18.14 17.31 17.30 * * *
7 0ther ..o o e s e 17.85 18.21 17.70 17.68 17.76 17.85 17.98
L. Interest rate range that covers the middie 50 percent ot the total dollar amount Noit . For more deta, see the Board's E.2 (111) statisucal release.

of loans made.

2. Fewer than 10 sample loans,
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Averages, pereent per annum; weekly and monthly figures are averages of business day data unless otherwise noted.

1982 1982, week ending
Instrument 1979 1980 191
June Tuly Aug. L Sept. Sept. 3 | Sept, 1] Sept. 17 8ept 247 Oct. 1
MONE Y MARKE'T RATES
1 Federal funds!? .. ... ... ... 1.1y 13.36 16.38 14.15 12.59 10.12 10.31 10,15 10.14 10.27 10.31 10,12
Commercial paper
2 l-month H).86 12.76 15.69 13.95 12.62 9.50 9.96 9.58 9,99 10.17 9 88 9.86
3 3-month.. 10,97 12.66 15.32 13.96 12.94 10,18 10.36 10,10 10.29 10.04 10.37 10.17
4 6-month 10,91 12.29 14.76 13.79 13.00 10.80 10.86 10.84 10.95 11.20 10.76 1045
Finance paper, dit
S lmonth.... . 10.78 12.44 15.30 13,79 12.42 9.32 9,89 9.52 4.97 9.79 1079 9.77
6 3-month. 10.47 11.49 14.08 13.09 12.24 9.62 9.65 9.44 9.70 9.79 9.67 9.42
7  6-month. 10.25 11.28 1373 12.69 12.18 9.93 9.63 9.47 9.65 9.74 9.67 942
Bankers acceptanc
8 3month........ . ... . 11.04 12,78 15.32 14.00 12.90 10.34 10.40 10,12 10.33 10.68 10.47 10.16
9 6month...... ... ... ..., n.a. na, 14.66 13.76 12.91 10.90 10.82 1099 10.96 L1 10.68 10.33
Certificates ot deposit, secondary market®
W lmonth...... ... ... 1103 12 91 15.91 1418 12.88 10.07 10.23 9.98 1015 10.53 10.21 10.08
i 3month...... ..... 11.22 13.07 15.91 14 46 13.44 10.61 11.66 10.42 10,58 10,94 10.73 10.43
12 6month.... . ...... ... 11.44 12.99 15.77 14 66 13.80 11.53 11.46 11.64 11.64 11.81 11.31 10.86
13 Furodollar deposits, 3-month? .. ... 11.96 14.00 16.79 1545 14.37 10,57 11.74 11.26 .53 1194 £1.93 1 61
U.S. Treasury bills?
Sccondary market’
14 3-mnnt{L B 10.07 11.43 14,03 12.47 1138 868 7.92 8.31 8.34 8.03 7.53 752
s 6-month. ..., 1006 11,37 13,80 12.70 11.88 9.68 9.37 9.59 9.63 9.57 9.21 8.85
16 l-year.... . .. 9.75 10.89 13.14 12 57 11.90 10.37 9.92 112 10.09 10,12 9.77 9.51
Aucition average?
17 Imonth........ ... . 10,041 11.506 | 14.077 [ 12.108 | 11.914 9.006 8.196 8.604 8.565 8,161 7.849 7.801
1R 6-month .. ... ..o 10.017 11374 113810 ] 12310 ) 12.236 1§ 10 105 9.539 9.746 9.605 9.704 9.443 9 196
19 l-year .. ... . ... 9.817 10,748 [ 13,159 | 12,173 | 12.318 | 11.195 10.286 C e 10.286 R Y
CAPITAL MARKE | RATts
LLS Treasury notes and bonds?
Constant maturitics'?
20 T 10 67 12,05 14,78 14.07 1324 11.43 10.85 1112 11.08 11.10 10 67 10.34
21 24?'1:211' ........ R . 10.12 11.77 14.56 14.47 13.80 12.32 11.78 11,93 11.90 12.01 11.68 11.37
22 2 yedt L L R A IR PP PO DI P 1205 1 . ... mao ... ...
23 Jyeat.. L ... 97t 11.55 14.44 14.48 14.00 12,62 12.03 12,25 12.16 12.23 11.96 11.60
24 9.52 11.48 14.24 14.43 14.07 13.00 12.25 12.54 12.43 12.47 12.11 11,74
A T B N 9.48 1t 43 14.06 14.47 14,07 13.14 12.36 12.77 12,63 12,60 12.13 11.77
260 0wyear. ... oo ol 9,44 11.46 13.91 14.30 13.95 13.06 12.34 12 69 12 58 12.58 12.14 11.78
27 9.33 11.39 13.72 14.18 13.76 12.91 12.16 12.48 12.39 12.42 L1.9s 11.65
0 AWyeam . 929 11.30 13.44 13.92 13.55 12.717 12.07 12.38 12.25 12.21 11.86 11.76
Composite!?
29 Over 10 years {long-term) . . 8.74 10.81 12.87 13.32 1297 12,15 11.48 1176 11.63 11.62 11.30 11.18
State and tocal notes and bonds
Moudy's series
34 A 592 7.85 10,43 11.55 11.47 10.68 9.76 9 40 9.40 10.00 10.00 10 00
31 Baa. .. ... . o 673 9.01 1t 76 12.74¢ 1317 12.36 11.75 12.00 12.00 12.00 11.50 11.25
32 Bond Buyer series™ .. 6.52 859 11.33 12.45 12.28 .23 10.66 10.74 10,75 10,74 10,58 10.48
Corporate bonds
Seasoned issues!®
kK] Allwndustries ... ... 1012 12.75 15.06 15.77 15.70 15.06 14.34 14.56 14.43 14.43 14.25 14.09
4 e 9.63 11,94 14.17 1481 14.61 37N 12.94 13.20 13.03 13.08 12.83 12.66
35 Aa o0 o0 994 12,50 14.75 15.26 15.21 14 48 13.72 14.00 13.87 13.80 13.57 13.44
36 Al 1020 12,89 15.29 16.07 16.20 15.70 15.07 15 32 15.18 15.13 14.95 14.84
37 Baa. .. ... . ... o 10.69 13.67 16.04 16.92 16 80 16.32 15.63 15.73 15.63 15.72 15.65 15.40
Aaa utility bonds '
38 New tssue .. oot oo 10.03 12,74 15.56 15.92 15.61 13.95 13350 ) ... L. 1293 13 60 13.14 13.31
k) Recently otfered issues. ... 10 02 12.70 15.56 15.84 15.61 14.47 13.57 13.88 13.87 13.67 13.28 13.30
Mi Mo, Dividend/price ratio!?
40 Preferted stacks. ..o e 9.07 10.57 12 36 12.96 13.24 12,78 12.41 12.38 12.42 12 44 12.47 1235
4] Commonstacks.. ... ... 5.40 5.28 S 4l 597 6.31 6,32 5.63 5.80 5.61 5.52 5.54 5.60

1. Weekly and monthly tigures are averages of all calendar days, where the
rate tor a weckend o1 holiday is taken to be the rate prevailing on the preceding
business day. The daily rate is the average of the vates on a given day weighted
by the volume of transactions at these rates.

2. Wecekly figures are stalement week averages -that s, averages tor the week
ending Wednesday.

3 %ancighlcd average ot oftering rates quoted by at least tive dealers (in the
case of commercial paper), or finance companies (in the case of finance paper)
Betore November 1979, maturites tor data shown are 30-59 days, 90-119 days,
and 120 179 days for commercial paper; and 30-59 days, 90-119 days, and 150
179 days for finance purcl

4. Yields are quoted on i bank-discount basis, rather than an investment yield
basis (which would give a higher figure).

S. Dealer closing offered rates tor top-rated banks, Most represetative vute
(which may be, but need not be, the average ot the rates quoted by the dealers).

6. Unweighted average of offered rates quoted by at least tive dealers carly in
the day.

7. Unweighted average ot closing bid rates 1untcd by at least tive dealers.

8. Rates are recorded in the week in which bills are issued.

9. Yields arc based on closing bid prices quoted by at least tive dealers.

10. Yields adjusted to constant maturities by the LS. Treasuy, That is, yields
are read from a yield curve at fixed maturitics. Based on only recently issued,
actively traded securities.

L1 Each weekly tigure 1s calculated on a biweekly basis and is the average of
tive business days ending on the Monday following the calendar week The biweekly
rate is used (o determine the maximum interest rate payable in the following two-
week period on small saver certiticates (See table 1.16.)

12. bnwcightcd averages of yields (to maturity or call} for all outstanding notes
and bonds neither due nor callable in less than 10 years, ncluding several very low
yielding “flower” bonds.

13. General obligations only, based on figures tor Thuisday, trom Moody’s
Investors Serviee.

14. General obligations only, with 20 years to maturity, 1ssued by 20 state and
local governmental units of mixed guality Based on tigures for Thursday.

15. Daily figures from Moady's Investors Service. Based on yields to matwity
on selected long-term bonds.

16, Compilation of the Federal Reserve. Issues included are long-term (20 years
or more). New-issue yiclds are based on quotations on date of otfering; those on
recently offered issues (included only tor first 4 weeks after termination ot under-
writer price restrictions), on Friday close-of-business guotations.

17. Standard and Poor’s corporate series. Preterred stock ratio based on a sample
of ten issues: four public utilitics, four industrials, onc financial, and one trans-
portation, Common stock ratios on the 500 stocks in the price index.
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1.36° STOCK MARKET Sclected Statistics

1982
Indicator 1979 1980 1981
Jan Feb Mar Apr May June July Aug. Sept.
Prices and trading (averages of daily figures)
Common stock {()rirm
1 New York Stock Exchange
Mee, 30,1965 = 50) ... ... o 55,67 6K.06] 74.02 | 6791 GO 101 O3KO [ 6697 | 67.07 63.10 62.82 62,91 7021
2 Industrial.. ... 61.82] 7864 | 8544 T68S 7478 [ TSI 7559 | 7597 7[.59 71.37 70,981 80.08
3 Transportation . . 4520 60521 72611 6204 59.09 55191 5791} S0.84 5307 | 53.40 S3O98 | 6l.39
4 Utlity........ 3646 | 3738 3890 [ 3930 38321 3857 3920 39.40 37 34 37.20 38,191 40.30
S Finauce .. ... e 58 65 04.28 73.52 70,99 70 50 69 08 71.44 69.16 63.19 61 59 62,84 69.66
6 Standard & Poor's Corporation (1941-43 = 10y .. | 107.94 | 118.71 | 128.05 | 117.41 ] 114.50 | 110.84 | 116 31| 116.35 109701 109 38 109.65 | 122.43
7 American Stock Exchange
(Aug. 31, 1973 = 100y, ....... ... ... 186,56 | 300.94 | 343.58 [ 296.49 [ 275 10| 255 08 | 271.15 | 272.88 254.72 | 250.0% 283.54 | 286.22
Volume of trading
{thousands of shares)
8 New York Stock Exchange ..... ..., 32,233 [ 44.867 | 46,967 [ 48,419 | 51,0109 | 55227 | 54,1161 51,328 50,481} 54,5307 76,031 ) 73,710
9 American Stock Exchange ... .. ... ... ... 41821 6377 5346 | 4497 4400] 4320 3937] 4292 3.720 3,611 5,567 5.064
Customer tiancing (end-of-period balances, in millions ot dollarsy
10 Regulated margin credit at
brokers—dealers® . ....... . ... ... ... ..., 11,619 | 14,721 | 14,411 | 13,441 | 13,023 | 12,095 | 12,202 | 12,237 11,783 | 11,729 11,396
U Margin stock®. ..o 0 L L0 L 11,450 | 14,500 | t4.150 [ 13,190 [ 12,770 | 11840 | 11,950 ] 11,990 14,540 ) 11.470 11,150
12 Convertible bonds ... ........ ..., 167 219 259 249 251 249 251 246 242 258 245
13 Subscription issues. . . . 2 2 2 2 2 6 1 i 1 1 L] na.
Free credit balances at brokers*
14 Margin-aceount . ... Lol L e L.105 2,105 3,515 3,455 37551 3895 4.145( 4,175 4,215 4,410 4.470
15 Cash-account 40001 6070 7050 6575 6,595 6500 6270] 6355 6,345 6,730 7.550
Margin-account debt at brokers (percentage distribution, end of penod)
1o Total ... ... . ... . ... Lo 100.0 100.0 100.0 100.0 100.0 100.0 160.0 100.0 100.0 1000 100.0
By equity class (in percent)®
17 Under 40. 160 14.0 37.0 37.0 44.0 39.0 34.0 40.0 43.0 44.0 30.0
18 4049 ., 29.0 30,0 2110 240 22.0 24.0 25.0 24.0 210 230 260
19 50-59 .. 27.0 25.0 22.0 16.0 15.0 16.0 18.0 15.0 16.0 13.0 18.0 | n.a.
20 6069 . 14.0 14.0 10.0 10.0 8.0 10.0 10.0 9.0 9.0 9.0 12.0
21 70-79 . 8.0 9.0 6.0 7.0 0.0 6.0 7.0 6.0 6.0 60 8.0
22 80 or more. . 7.0 8.0 60 6.0 S0 5.0 6.0 5.0 5.0 5.0 6.0
L
Special miscellancous-account balances at brokers (end of period)
23 Total balances tmillions of dollars)é ... ... .. 16,150 | 21,690 | 25,870 | 26,080 | 26,850 | 28.030 | 28,252 | 28,521 29,798 | 29,773 31,102
Distribution by equity status
(percent)
24 Netereditstatus. .. ..o . o0 o o 442 47.8 S8 8.0 SK.G 390 570 58.0 S9.0 59.0 60.01 n.a
Debt status, equity of
25 60 percent OF MOYE ... oo L 47.0 44.4 300 L0 30.0 28.0 29.0 29.0 28.0 26.0 28.0
26 less than 60 percent...... ... ... ... 8.8 7.7 1.0 1.0 12.0 13.0 130 130 1340 140 120
Margin requirements (percent of market value and cttective date)’
Mar {1, 1968 June 8, 1968 May 6, 1970 Dee 6, 1971 Nov 24, 1972 Jan 3, 1974
27 Marginstocks ... ... . ... L 70 R0 65 55 65 S0
28 Convertible bonds ... ... ... L0 L 50 ol 50 50 50 50
29 Short sales. . e e e e 70 80 [iN) 55 65 S0

1. Effective July 1976, includes w new financial gmu}), banks and insurance
companies. With this change the mdex includes 400 industrial stocks (tormerly
425), 20 transportation (formerly 15 rait), 40 public utiity (formerly 60), and 40
financial.

2. Margin credit includes all credit extencled to purchase o1 carry stocks or related
equity instruments and seeured at least in part by stock. Credit extended 1 end-
of-month data tor member firms of the New York Stock Eixchange.

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

3 K distribution of this total by equity class is shown on lines 17-22,

4. Frec eredit balances are m accounts with no untuttilled commitmems to the
brokers and are subject to withdrawal by customers on demand.

S. Lach customer’s equity in his collateral (market value of collateral less net
debit batunce} 1s expressed as a pereentage of current collateral values.,

6. Balances that may be used by customers as the margin deposit requited for
additional purchases Balances may atisce as transters based on loan values of other
collateral in the customer's margin account o1 deposits of cash (usually sales pro-
ceeds) oceur

7 Regulations G, T, and U ot the Federal Reserve Board ot Governors, pre-
seribed i accordance with the Secwritics Exchange Act of 1934, It the amount
of credit to purchase and catry margin stocks that may be extended on secutities
as collateral by prescribing a maximum loan value, which is a specitied percentage
o the market value of the collateral at the time the credit 15 extended. Margin
requirements are the diflerence between the matket value (100 pereent) and the
maximum loan value, The term “margin stocks™ is defmed in the corresponding
regulation
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1.37 SELECTED FINANCIAL INSTITUTIONS Selected Assets and Liabilitics
Millions of dollars, end of period
1981 1982
Account 1979 1980 .
Uov. L Dee. Jan. Feb. Mar Apl;] May June July’ Aug.
| i
Savings and loan associations
| Assets .......... 578,962 630,712] 660,326 663,844 | 667,600 671,895( 678,039 681,368 | 686,942| 692,245 697,354 702,413
2 Mortgages ... ... 4756881 SO, 1921 5191461 S18.350) 517.493) S16,284) 515,896) 514,475) S13807] 512,746| 510,413 509,291
3 Cash and investment seeurities! . 46,341 57,928 61.369| 62,7560 64,089 66,5851 67,758 67,859 69,931 70,451 72477 73,676
40ther ..o o e 56,933 09,5921 79811 82,738 86,018 89,026 94,835 99,034] 103,204 109,228 114,464] 119,446
S Liabilities and net worth . ..... . .. ..., S78,962)  636,712) 660,326 663,844) 667,600) 671,895) 678,039 68L,I68| 686,942| 692,425| 697,354 702,413
6 Savings capatal ... . ... L 470,004 511636} 5197771 524,374 520,382 | 529,064] 535,566 532,899 S34.517| 537,965| 539,127 | 541,490
7 B()rr()wcd monLy ,,,,,,,, 55,232 64,586 86.255] 89,097 89,099 89,465 91,013 Y3,883 94,440 97,177 98762 99,13y
8 e e e 40,441 47.045) 619221 62,794] 62,581 62,690 63.639] 65347 65,210 66,925 67,019] 66,417
9 Other ... 14.791 17,541 24,333 206,303] 26,518 26,775 27.374| 28,536 29,224 30,252 31,743] 32,722
10 Loans in process......... . ..... 9,582 8,767 0,451 6,369 6,249 0,144 0,399 6,550 0,748 7,087 7.231 7.440
1L Other oo oo 11,506 12394 19,101} 15,612 18356 20,1451 18S741 22,012¢ 25819 24,7321 274330 29,889
12 Networth?, ..., . ..... ... 32,038 33,329 28,742 28,392 27.514] 27,077 204K71 26024 254181 25454| 24,801] 24,449
13 Mrmo: Mortgage loan comnutments
outstanding® .. ... ..o 16,007 16,102 L 15,758 15,225| 15131 15,3971 15,582] 16,375 16,622 16,8281 15,924] 16,728
1
Mutual savings banks!
14 Assets ... L0 Lo 163,405| 171,564 175,258 | 175,728| 175,938 175,763 174,776 | 174,813 174,952| 175,091 175,563 L
Laoans
IS Mortgage ..... 08,908 99,865 99,879 99,997 99788 98,838 97.464( 97,160 96,334 96,3461 96,231
16 Other . ...... ... ... 9,253 11,733 15,073 14,753 15,029 15,604] 16,514 16,424 17.409 16,546 17,104
Securities
17 governments ... 7,658 8.949 9.508 9.810 9,991 99661 10072 10,146 9,968 10,112 11,036
18  State and local government 2,930 2,390 2,271 2,288 2,290 2,203 2,276 2,269 2,259 2,253 2,247
19 Corporate and other® .. . 37.086 392821 37874 37791 37849 37,7811 37,379 374731 37.480| 36,9581 30,670
20 Cash . oo oL 3,156 4,334 5,039 5.442 5.210 5,412 5,219 5,494 5,469 6,040 6,167
21 Other assets. .. ... 4.412 5,011 5.615 5.649 5,781 5.869 5,852 5.840 6,027 6,836 7.109] n.a
22 Liabilities ..... . ......... ... 163,405 171,564 175,258 175728 175,938 175,763 174,776 174,813} 174,952) (75,091} 175,563
23 Deposits. ... Lo 146,006 154,805 153,809 155,110] 154.843{ 154,620 154,022 153,1871 153,354 154,273| 154,204
24 Regular?. .. .. .. 144,070 151,416 151,787 133,003 152,801 152,616) 151,979 151,021] 151253 152,030] 151845
25 Ordinary suvmgs ............... 61,123 53971 484560 494250 4889RD  4R2971 484121 477331 47.805] 47,942} 47534
26 Time....... 82,947 97,445 103,331 103,578 103903 1043187 103,567 (03288 103,358 104,088 104,310
27 Other . e e 1,936 2,086 2,023 2,108 2,042 2,010 2,043 2,166 2,101 2243 2,359
28 Other lnhllmcs ....... 5,873 0,695 11,43 10,632 11,280 11,464 11,132 12,141 12,246 11,2301 11,940
29 General reserve accounts . L e 1t.525 113681 WIS 9,986 9 814 9,672 9,622 9,4K5 9,352 9,588 9,419
30 MeMmo: Mortgage loan commitments
outstanding® ... .. 3182 1,476 1,207 1,293 916 950 Y78 953 998 1,010 992
Lite msurance companics
31 Assets L 432,242 479,210 523,866 525,803| 529,094] 531,166 535,402 539,801 | 543,470 547,075 551,124
Sccurities
32 Government ...... ... 338 21378 25,147 25,2001 25910 206208 26,958{ 27.340 27.835 28,2431 28,694
33 United States? e e 4,888 5.345 8,105 8,167 8,771 9,019 9,576 9,832 10,187 10,403 10,774
34 State and local ..., ... . 6,428 6.701 7.172 7,151 7.247 7,302 7.369 7.467 7.543 7,643 7,705
35 Forcign!? U 9,022 9332 9870 9,891 9,808 98871 10,013] 10,045 10105]  10,197] (0.215] n.a
36 Business... . ... 222,332 238,113 256,881 255,769 259279 259,449] 2597701 262,5994 2641071 265,080} 267,627
37 Bonds. ...... . . ... oo 178,071 190,747] 209,639 208,098 [ 211,917 213,180} 213,683 215,586 217.594| 219,006| 221,503
38 Stocks . 48,757 47,3660 47,242 47,670] 47,362 40,269 40,087 47,013 46.513 46,0741 46,124
39 Mortgages ... ... ... 1194211 131,030] 137.275| 137,747 138,210 1383721 138,762] 139206 139.455] 139,539] 140,044
40} Real estate. . ... .. 13.007 15,063 L7819 18278 18,409 18,702 {9,167 19,516 19,713 19,0591 20,198
41 Policy loans............ .. 44,825 4141t 48,246 48,706 49,059] 49,490 50,052| 50,573] 50,992 51,438] 51,867
42 Other assets. . ... .. 27.563 31,7021 38499 40,0494 38,121 38,9451 40,6901 40,561 41,368 42 816] 42,694
Credit unions
— — —T
43 'Latul assets/lighilities and capital. .. .. ... 65,854 TL709) 76,8307 77,682} 78,012 78,986 81,085| 81,351 82,858] 84,107| Kd4,423| 85,102
44 chcml ....... 35,934 30801 42,025] 42,382 42,512 43411 44263 44,371 45,077 45,7051 45931 46,310
S 29,9209 3L908[ 34,805 35,300( 35,5007 35875 36,792 36,9801 37,781 8402 38,492 38792
53128 47,7741 50,631 S0Lb448] 49,049 49,610 49,668] 49,533 49,550 499191 50,1337 50,733
28,698 25,6271 27.508| 27458 27,204 27,051 27,119 27,064 27.073% 27,2951 27,3511 27,659
24,426 22,1471 23,1231 229901 22.745| 22,559| 22.549| 22.469| 22483 22,624| 22,782 23,074
dvm . 50,232 64399 67981 68871 69432 70,2271 72,218 72,569 73.602 74,8341 75,0881 75,331
50 Fw.x\ {sharesy ... ... 35,530 36,348| 37,261 37,574 37875 38331 394311 39.688| 40.213] 40,710] 40,969 41,178
51 Stdu (shares and (ILposns) ...... 25,702 28,0511 30,7200 31,297 31557 3LBY6| 32,787 3284t 33389 34124 34119 34,153

For notes sce bottom ot page A30,
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1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Calendar year
Fiscal Fiscal Fiscal
Type of account or operation year year year
1979 1980 1981 1981 1982 1982
H1 H2 H1 June July Aug,
U.S. budget
1 Receipts !, . ~ 463,302 517,112 599,272 317,304 301,777 322,478 66,353 44,675 44,924
2 Outlays!2 .. ... ...... 490,997 576,675 657,204 333,115 358,558 348,678 59,629 64,506 59,628
3 Su’{plus, or deficit (—). —27,694 - 59,563 —57,932 ~ 15,811 —-56,780 —-26,200 6,724 - 19,831 —14,704
4 rust funds . ........ 18,335 8,801 6,817 5,797 —§,08S - 17,690 5.192 ~6,171 -1,997
S Federal funds®.............. —46,030 - 68,364 — 64,749 -21,608 —48,697 —43,889 1,532 ~ 13,660 -12,707
Off-budget entities (surplus, or deficit
6 Federal Financing Bank outlays . ......... —13,261 - 14,549 —20,769 - 11,046 --8,728 ~7.942 —2,052 -939 ~1,336
TOther ... 793 303 -236 —900 ~1,752 227 -216 -192 -711
U.S. budget plus off-budget, including
Federal Financing Bank
8 Surplus, or deficit (=) .................. — 40,162 —173,808 - 78,936 ~21,757 - 67,260 -33914 4,457 ~-20,962 -16,751
Source or financing
9 Borrowing from the public ,........... 33,641 70,515 79,329 33,213 54,081 41,728 3,260 14,348 21,086
10 Cash and monetary assets (decrease, or
increase (=13 ... ... . —~408 - 355 -1,878 2,873 -1,111 —408 3,489 1,061 2,338
1 Other®.. ... ... 6,929 3,648 1,485 —8,328 14,290 ~7.405 —4,228 5,553 —-6,673
MeMo:
12 Treasury operating balance (level, end of
perlodg ........... P 24,176 20,990 18,670 16,389 12,046 14,999 10,999 10,398 8,019
13 Federal Reserve Banks . . 6,489 4,102 3,520 2,923 4,301 4,099 4,099 3,275 3,234
14 Tax and loan accounts . ............... 17,687 16,888 15,150 13,466 7,745 6,900 6,900 7,123 4,785

1. The Bulg,'er of the U.S. Government, Fiscal Year 1983, has reclassificd sup-

plemental medical insurance premiums and voluntary hospital insurance premiums,

Ercvinusly included in other social insurance receipts, as offsetting receipts in the
calth function.

2. Effective Oct. 1, 1980, the Pension Benefit Guaranty Corporation was re-
classified from an off-budget agency to an on-budget agency in the Department of
Labor.

3. Half-year figures are caiculated as a residual (total surplus/deficit less trust
fund surplus/deficit).

4. Other off-budget includes Postal Service Fund; Rural Electnfication and Tele-
phone Revolving Fund; and Rural Telephone Bank; it also includes petroleum
ucguisi(inn and transportation and strategic petroleum reserve effective November
1981,

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

6. Includes accrued intcrest payable to the public; allocations of special drawin
rights; deposit funds; miscellancous liability (including checks outstanding) an:
asset accounts; scigniorage; increment on gold, net gainfloss for U.S. currency
valuation adjustment; net gain/loss for IMPs valuation adjustment; and profit on
the sale of gold.

SOURCt:, “Monthly Treasury Statement of Receipts and Outlays of the U.S.
Government,” Treasury Bulletin, and the Budget of the United States Government,
Fiscal Year 1983.

NOTES TO TABLE .37

1. H'oldings of stock of the Federal Home Loan Banks are included in “other
assets.”

2. Includes net undistributed income, which is accrued by most, but not all,
associations.

3. Excludes figures for loans in process, which arc shown as a liability.

4. The NAMSB reports that, cgective April 1979, balance shect data arc not
strictly comparable with previous months. Beginnin(f April 1979, data are reported
on a net-of-valuation-reserves basis. Before that date, data were reported on a
gross-of-valuation-reserves basis.

5. Beginning Apri} 1979, includes obligations of U.S. government agencies. Be-
fore that date, this item was included in “Corporate and other.”

6. Includes sccurities of foreign governments and international organizations
and, before April 1979, nonguaranteed issues of U.S. government agencies.

7. Excludes checking, clug, and school accounts.

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

9. Direct and guaranteed obligations. Excludes federal agency issucs not guar-
anteed, which are shown in the table under “Business” securitics.

10. Issues of foreign governments and their subdivisions and bonds of the In-
ternational Bank for Reconstruction and Development.

NOTE. Savings and loan associations: Estimates by the FHLBB for all associations
in the United States. Data are based on monthly reports of federally insured
associations and annual reports of other associations. Even when revised, data for
current and preccdinglear are subject to further revision.

Mutual savings banks: Estimates of National Association of Mutual Savings
Banks for all savings banks in the United States.

Life insurance companies: Estimates of the American Council of Life Insurance
for all life insurance companies in the United States. Annual figurcs are annual-
statement asset values, with bonds carried on an amortized basis and stocks at
year-end market value. Adjustments for interest due and accrued and for differ-
ences between market and book values are not made on each item separately but
are included, in total, in “other assets.”

Credit unions: Estimates by the National Credit Union Administration for a
group of federal and state-chartered credit unions that account for about 30 percent
of credit union assets. Figures are preliminary and revised annually to incorporate
recent benchmark data.
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1.39 U.S. BUDGET RECEIPTS AND OUTLAYS

Millions of dollars

Calendar year
Fiscal Fiscal Fiscal
Source or type year year yeur
1979 1980 1981 1981 1982 1982
H1 H2 111 June July Aug.
RECEIPTS
1 All somrces! . ... ...........oiiiiie 463,302 517,112 599,272 317,304 301,777 322,478 66,353 44,675 44,924
2 Individual income taxes, net,............ 217.841 244,069 285,917 142,889 147,035 150,565 32,273 23,987 20,867
3 Withheld ..., 195,295 223,763 256,332 126,101 134,199 133,575 21,912 23,769 20,521
4 Presidential Elcction Campaign Fund. .. 36 39 41 36 5 34 4 4 i
5 Nonwithheld......................... 56,215 63,746 76,844 59,907 17,391 66,174 11,774 2,233 1,529
6 Refunds..............o.ooiiii 33,705 43,479 47,299 43,158 4,559 49217 1,417 2,019 1,185
Corporation income taxes
7 Grossreceipts........ ... 71,448 72,380 73,733 44,048 31,056 37.836 11,943 2,445 1,694
8 Refunds..................oe 5. 7,780 12,596 6,565 738 8,028 1,354 1,844 1,27
9 Social insurance taxes and contributions,
NE L vt 138,939 157.803 182,720 101,316 91,592 108,079 17,572 14,874 17,961
10 Payroll employment taxes and
contributions?. .. ... ... 115,041 133,042 156,953 83,851 82,984 88,795 16,189 13,860 14,823
11 Self-employment taxes and
contributions. ... ..., ... .. 5,034 5723 6,041 6,240 244 7,357 828 —649 0
12 Unemployment insurance .. 15,387 15,336 16,129 9,205 6,355 9,809 217 1,292 2,743
13 Other nef receipts'¥ .. ............. . 3,477 3,702 3,598 2,020 2,009 2,119 336 370 396
14 Excise taxes ......... ...... . ..ooo.. 18,745 24,329 40,839 21,945 22,097 17,525 2,768 2,774 2,828
15 Customs depaosits . .. . .. o o 7.439 7.174 8,083 3,926 4,661 4,310 ! 773 747
16 Estate and gift taxcs . . 5.411 6,389 6,787 3,259 3,742 4,208 745 624 681
17 Miscellaneous receipts 9,252 12,748 13,790 6,487 8,441 7.984 1,634 1,042 1,418
OUILAYS
18 Albgypeshe o 490,997 576,675 657,204 333,158 358,558 346,286 59,629 64,506 59,628
19 National defense ... ................... 117,681 135,856 159,765 80,005 87421 93,154 16,419 16,757 15,318
20 International affairs.................... 6,091 10,733 11,130 5,999 4,655 5,183 402 460 395
21 General science, space, and technology . .. 5,041 5722 6,359 3,314 3,388 3,370 543 552 620
22 ENCTRY ..o vvii e 6,856 6,313 10,277 5.677 4,394 2,814 601 17 256
23 Natural resources and environment. ..... 12,091 13,812 13,525 6,476 7,296 5,636 1,041 1,161 1,172
24 Agriculture ..., o 6,238 4,762 5,572 3,101 5.181 7,087 53 831 707
25 Commerce und housing credit ........... 2,579 7.788 3,946 2,073 1,825 1,410 4 996 -385
26 Transportation i 17,459 21,120 23,381 11,991 10,753 9,915 1,752 1,608 1,836
27 Community and regional development .. .. 9,542 10,068 9,394 4,621 4,269 3,193 557 502 675
28 Education, training, employment, social
SEIVICES v i 29,685 30,767 31,402 15,928 13,878 12,595 1,997 1838 2,408
29 Health! .. ... 46,962 55,220 65,982 33,113 35.322 37,213 6,772 6,275 6,356
30 Income security® 160,159 193,100 225,099 113,490 129,269 112,782 20,812 22,385 20,346
31 Veterans benefits and services ........... 19,928 21,183 22,988 10,531 12,880 10,865 1,927 3,099 997
32 Administration of justice . i 4,153 4,570 4,698 2,344 2,290 2,34 353 376 427
33 General government . . . 4,093 4,505 4,614 2,602 2,311 2,410 393 207 630
34 General-purpose fiscal as 8,372 8.584 6,856 3,015 3,043 3,328 204 1,165 38
35 Interest ... AN 52,566 64,504 82,537 41,178 47,667 50,070 13,787 7,158 8,871
36 Undistributed offsetting receipts’.... . .. - 18,488 —21933 - 30,320 - 12,432 —17,28} 14,680 - 7,989 - 1,036 - 1,038
1. The Budget of the U.S. Government, Fiscal Year 1983 has reclassified sup- 5. Deposits of earnings by Federal Reserve Banks and other miscellancous re-
plemental medical insurance premiums and voluntary hospital insurance premiums, ceipts.
previously included in other social insurance receipts, as offsetting receipts in the . Effective Oct. 1, (980, the Pension Benefit Guaranty Corparation was te-
calth function, classified from an off-budget agency 1o an on-budget agency in the Department ot
2. Old-age, disability, and hospital insurance, and railroad retirement accounts, Labor.
3. Old-age, disability, and hospital insurance. 7. Consists of interest received by trust funds, rents and royalties on the outer
4. Federal employee retirement contributions and civil service retirement and continental shelf, and U.S. government contributions for employee retirement,

disability fund.
SOURCE. “Monthly Treasury Statement ot Receipts and Outlays of the U.S.
Government” and the Budget of the U.S. Government, Fiscal Year 1983.
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1.40  FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION
Billions of dolars
1980 1981 1982
Item
June 30 | Sept. 30 [ Dec. 31 Mar. 31 June 30 7 Sept. 30 | iec 31 Mar 31 June 30
| Federal debt owtstanding ... ..... .. ... .. 884.4 914.3 936.7 9709 977.4 1,003.9 1,034.7 1,066.4 1,084.7
2 Public debt seemities . .o 0 o0 oo L 877.6 w77 930.2 964.5 u71.2 997.9 1.028.7 1,061 3 1,079.6
3 Held by public ... ... 682.7 710.0 737.7 7737 7713 789.8 825.5 858.9 867.9
4 Jeld by agencies (L 194.9 1977 1925 190.9 199.9 208.1 203.2 202.4 211.7
S Agency securtties. . ... .. o L el 0.8 66 6.5 64 62 61 6.0 S.1 50
6 Held by public. . ... ... 5.3 51 5.0 49 4.7 4.6 4.6 39 39
7 Held by agencies ... ... Lo Ls L5 15 1.5 LS5 LS 14 1.2 11
8 Debt subject to statutory limit, .. ..., 878.7 908.7 931.2 965.5 972.2 998.8 1,029.7 1,062.2 1,080.5
9 Public debt securities . . Lo e e 877.4 9671 929.6 963.9 970 6 997.2 1.028.1 1,060.7 1,079.0
10 Other debt! ... ... e . 17 1.6 1.6 16 16 1.6 1.6 1.5 15
11 MieMo: Statutory debt e 00 oo 0 L 925.0) 9250 935.1 9850 985.0 999 .8 1.079.8 1,079.8 1,143.1
1. Includes guaranteed debt of government agencics, specitied participation cer- Noit. Data trom Treaswry Bulleun (U.S. ‘T'reasury Department),

titicates, notes to international lending organizations, and District ot Columbia
stacim bornds

1.41 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership

Billions of dollars, end of period
1982
Type and holder 1978 1979 1980 1981
May June Tuly Aug. Sept.
I Total gross public debt . . ..., 789.2 8451 930.2 £,028.7 1,071.7 1,079.6 1,089.6 1,109.2 1,142.0
By type

2 Interest-beanmg debt. ... o0 0 L 782.4 844.0 928.9 1,027.3 1.066.4 1,078 4 1,083.3 1.108.1 1,140 9
3 Marketable . .0 o oo L 487.5 530.7 023.2 7203 755.7 764.0 774.1 801.4 824 4
4 Bills .. . Lo 1017 172.6 216.1 245.0 256.1 256.0 262 (0 2731 2779
5 Notes 2658 283.4 3216 375.3 398.4 406.9 411.1 427.4

6 Bonds ..., a0 g 747 K5.4 90.9 101.2 1011 1010 141.9 103.6
7 Nonmarketable! 294 8 313.2 305.7 307.0 310.7 314.4 309.2 6.7 116.4
&  Convertible bonds® ... . ..., . 22 2.2 P PR P e I R e
9 State and focal gnvunmull E IO 24.3 24.6 234 230 23.4 234 235

10 Foreign issues’ . .0 o0 oo o e, 29.6 28 8 24.0 19.0 175 16.6 15.6

Iy Government . 28.0 23.0 17.6 14.9 13.8 13.6 12.5

12 Public . . e e e 16 5.3 0.4 41 36 3.1 31

13 Savings bonds and wotes .. 80Y 79.9 725 68.1 67 4 67.4 67.4

14 Government account seriest .. . L 157.5 177.5 185 1 196 7 2083 206.0 201.5 119.9

15 Non-interest-bearing debt . ..o 0.8 1.2 L3 1.4 5.3 1.2 i1 1.1 1.2

By hofder® 'y Y y

16 U.S. government agencies and ttust tunds 170L0 187.1 192.5 203.3 2067 2117

17 Federal Reserve Banks. ... ..o o000 oL 109.6 117.5 121.3 131.0 129 4 127 0

I8 Private investors. A S08.6 540.5 616.4 694 5 735.2 740.9

19 Commercial banks. .. .. 932 96.4 116.0 109.4 109.4 17.0

20 Mutual savings banks 5.0 4.7 5.4 5.2 5.7 S7
21 Insurance companics. 157 16.7 2011 19.1 21.57 22.2
22 Other compantes ..., ..., N 196 22.9 257 7.8 8.8 8.9 na n.a. n.a.
23 State and tocal gnvunmcn[s ............ 64.4 69 9 78.8 85.6 91 8 912

Individuals

24 Savingsbonds.... ... o0 Lo oo 80.7 79.9 72.5 68.0 67 4 67.4

25 Other secuntties ... ... 30.3 362 56.7 75.6 TRE 788

26 Foreign and international®, I 137.8 124.4 1277 141 4 [38.9 4.9

27 Other miseellancous investors’ .. ... 58.9 901 106.9 152.3 182.9 177.8

1. Includes (not shown separately). Sceurities issued to the Rural Blectiitication
Administration, depository bonds, retirement plan bonds, and individual retire-
ment bonds.

2. ‘These nonmarketable bonds, alvo known as Investment Series B Bonds, may
be exchanged (or converted) at the ownet’s option tor 112 pereent. S-ycar mar-
ketable Treasury notes, Convertible bonds that have been so exchanged ate re-
moved trom this category and recorded i the notes category (hne 5)

3. Nonmmarketable dolfar-denominated and toreign currency-denommated seties
held by foreigners.,

4. Held almost cotirely by U.S. government agencics and trust funds.

Data tor Federal Reserve Banks and LS. government agencies and trust
lunds are actual holdings; data for other groups are (reasury estimates.
6 Consists of investments of foreign balances and international accounts in the
United States.
7. Includes savings and loan associations, nonprotit institutions, corporate pen-
ston trust tunds, dealers and brokers, certain governmerit deposit accournts, and
government sponsored agencies.

Nott, Gross public debt excludes %tmmmucd agenicy seeurities,
Data by type of sceurity trom Monthly Statement of the Public Debt of the United
States (U.S, Treasury Department); data by holder from Treasury Bullean.
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142 U.S. GOVERNMENT MARKETABLE SECURITIES  Ownership, by maturity

Par value; millions of dollars, ¢nd of period

1982 1982
Type ot holder L1980 1981 1980 1981
June Juty June tuly

All maturities I to 5 years
T AR holders...... . ... ... . ... oo 623,186 720,293 763,995 774,077 197,409 228,550 249,021 245,985
2 U.S. government .ILLHLILQ and tinst funds .. . L. 9,564 8,669 7,994 7 YRR 1,990 1,906 1,775 1,770
3 Federal Reserve Banks. .. .. ... . oo 121,328 130,954 127.005 131,533 35,835 38,223 37,484 37,834
4 Private investors. . ........... . ..o 492294 580,671 628,997 634,556 159,588 188 422 209,762 206,381
Commercial banks 77,808 74,618 82,431 74.707 44 482 39,021 41,479 38,602
6 Mutual savings banks 3917 3971 4415 4,335 1,925 1,870 2,063 2,010
7 Insurance mmpanlcs 11,930 12.090 13.453 13,708 4,504 5.596 6,342 6,265
8  Nontinancial curpomuons RPN 7,75k 4,214 370 3,497 2,203 1,146 929 803
9 Savings and loan associations .. 4,228 4,1227 5,062 4,596 2.289 2,260 2,852 2,733
10 State and local governments 21,058 18,991 22,631 21,703 4,595 4,278 4,696 4,552
1V Allothers..... . ... ..o i e Ll 365,539 462,663 497,294 S11,711 9,577 134,251 151,401 151,355

S S

Total, within 1 year S to 10 years
12 Atholders. ... . ....... . . ... . ... 297,385 340,082 355,611 3ot,264 56,037 63,483 67,108 74,631
13 U.S. government agencies and trust funds. ... oL , 830 647 144 145 1,404 779 779 779
14 Federal Reserve Banks. . ... .......... . . ... .. 56,858 64,113 62,202 05,986 13,548 11,854 10,559 10,830
15 Private investors. . ....... ... oo 239,697 275.322 293,264 295,116 41,175 50,851 55,770 63,022
16 Commercial banks 25,197 29.480 33,944 29877 5793 4,496 3978 3ial
17 Mutual savings ba 1,246 1.569 1,794 1,794 455 238 220 199
I8 Insurance companies . . 1,940 2,201 2.244 2,402 3,037 2,507 2,682 2,879
19 Nonfinancial unpur.llmm .. . 4281 2,421 1.694 1,582 357 344 277 280
20 Savings and loan associations ... .. 1,646 1,731 1,927 1,784 216 98 141 2558
21 State and local governments .. ... ... 7,750 7,530 7,622 6,289 2,030 2,368 2,606 2,885
22 Allothers. . .. JE 197,636 231,383 244,040 251,388 29,287 40,804 45,867 53,363

Bills, within 1 year 10 to 20 years
23 Altholders ... .. ... o oo el 216,104 245,015 256,007 262,009 36,854 44,744 46,246 46,205
24 U.S. government agencies and trust funds, ..o o 1 * 1 2 3,686 3,994 3,952 3,952
25 Federal Reserve Banks. ... .. ......... . . ... 43,971 49,679 47,921 52,358 5,919 6,602 6,642 6,669
26 Private investors. .. . ... e 172,132 195,335 208,085 209,650 27,250 34,055 35,051 35,583
27  Commercial banks ............ ... .. R 9,856 9,667 13,556 10,062 1,07 873 1,351 1,336
28 Mutual savings banks ... ... ..o o0 0 394 423 586 604 181 151 182 181
29 Insurance compames . ... . N AN 672 760 762 925 1,718 L1y 1,367 1,361
30 Nonufinancial cnrpurminm e e e e 2,363 1,173 998 1.010 434 13 481 511
31 Savings and loan associations ... . ... L 818 303 760 631 52 16 29 29
32 State and local Eovcrumun!s S 5,413 5.126 4,789 3,746 3,597 2,824 4,814 4.858
33 Allothers . .. ... e e 152,616 177.824 186,634 192,622 20,200 28,940 27.428 27,208

Other, within t year Over 20 years
34 Althelders......... ... s 81,281 95,068 99,604 99,237 35,500 43,434 46,010 46,010
35 U.S. government agencics and trust funds ... . ... o K29 647 143 143 1,056 1,340 1.343 1,343
36 Federal Reserve Banks. . ......... .. . ...... . ... . 12,888 14,433 14,281 13,627 9,258 10,073 10,118 10,214
37 Private investors. 07,565 79987 85,180 85,467 24 587 32,020 34,549 34,453
38 Commercial banks .. 15,341 19,814 20,388 19,815 1,325 749 1,679 1,670
39 Mutual savings banks . . 852 1,146 1.208 1,190 110 td4 156 151
40 Insurance companics. . .. ... e e e . 1,268 1.442 1,481 1476 730 666 819 801
41 Nonfinancial corporations ... Lo L 1918 1,248 096, 573 476 172 k4% kA
42 Savings and loan associations K28 1,368 1,167 1,103 21 17 114 90
43 State and local governments .. . e e e 2,337 2,410 2,833 2,542 3,080 1,988 2,893 3,019
44 Allothers........ ... o 45,020 52,560 57,406 58,767 18,838 28,285 28,559 28,397

Nott. Direct public i issues only. Based on Treasury Survey of Ownership trom
Treasury Budletin (U.S. Treasury Department),

Data complete tor U.S. government agencies and trust funds and Federal Reserve

Banks, but data for other groups include only holdings of those mstitutions that
report, ‘The following figures show, tor cach category, the number and proportion
reporting as of Tuly 31, 1982: (1) 5,279 commercial banks, 439 mutual savings banks,

and 726 insurance companics, cach about 80 pereent; (2) 405 nontinancial cor-
porations and 457 savings and loan associations, cach about 50 percent; and (3)
488 state and local governments, about 40 percent.

“All others,” a residual, includes holdings of all those not reporting in the
Treasury Survey, meluding mvestor groups not fisted separately.
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1.43 U.S. GOVERNMENT SECURITIES DEALERS Transactions

Par value; averages of daily figures, in millions of dollars

1982 1982, week ending Wednesday
Item 1979 1980 1981
June July Aug. Aug. 25 | Sept. | | Sept. 8 [ Sept. 15 [ Sept. 22
Immediate delivery!
U.S. government securities. .......... 13,183 18,331 24728 2713610 33328 41,041 40,165 | 37643 36,644 33,605 42,358
By marurity
2 Bills.........c..oo e 7915 11,413 14,768 16,831 20,675 23,655 24,169 20,155 24,297 20,343 22,374
3 Other within 1 year . . . 454 421 621 646 1,011 1,094 1,037 867 894 1,379 1,323
4 I-Syears........... e 2,417 3,330 4,360 4,438 5,899 8,784 8,175 8,854 5,058 5,144 11,233
5 5-10 years. ... . .. e 1,121 1,464 2,451 2,821 3,558 4,186 3.426 4,928 3,909 3,952 3,905
& Qver 10 years 1,276 1,704 2,528 2,400 2,186 3323 3,359 2,838 2,486 2,788 3,523
By type of customer
7 JS. uve{mmem securities
ealers. ... 1,448 1,484 1,640 1,693 2,095 1,997 2,293 1,765 2,127 1,712 1,970
8 U.S. government securities
brokers ........ .. ... ol 5,170 7,610 11,750 13,061 16,106 19,616 19,327 17,139 16,732 15,661 19,210
9 All others? ... ... . . .. 6,564 9,237 11,337 12,382 15,127 19,429 18,545 18,739 17,785 16,232 21,179
{0 Federal agency securities. 2,723 3,258 3.306 3,237 4,011 5,000 5.778 4,336 3,722 4,274 4,958
11 Certificates of deposit . . . 1,764 2,472 4,477 5,518 6,068 5,391 5.662 3,803 3,983 4,479 4,801
12 Bankers acceptances ............ .... 1,807 2,250 2915 2,781 2,399 2,267 2,415 2,356 2,317
13 Commercial paper ............... ... 6,128 8,131 7,308 7.686 7,754 7.460 7,709 7,966 7,703
Futures transactions®
14 Treasury bills........................ 3,523 4,629 4,969 6,404 6.564 5,798 4,934 6,856 6,382
15 Treasury coupons .. . . 1,330 1,215 1,033 1,573 1.455 1,593 1.688 1,432 3,357
16  Federal agency securities............ . n.a. n.a. 234 267 285 331 348 294 262 263 i
Forward transactions®
17 U.S. government securitics. ........... 365 692 482 743 437 554 594 1,014 1,323
18  Federal agency securities. , ............ 1,370 537 610 787 856 720 721 1,221 1,107

1. Before 1981, data for immediate transactions include forward transactions.

2 Includes, among others, all other dealers and brokers in commadities and
securities, nondealer departments of commercial banks, foreign banking agencies,
and the Federal Reserve System.

3. Futures contracts arc standardized agreements arranged on an organized ex-
change in which parties commit to purchase or sell securitics for delivery at a future
date.

4. Forward transactions are agreements arranged in the over-the-counter market
in which sccurities are purchased (sold) for cdelivery after 5 business days from the

date of the transaction for government securities {Treasury bills, notes, and bonds)
or after 30 days for mortgage-backed agency issues.
Note. Averages for transactions are based on number of trading days in the
period. .
Transactions are market purchases and sales of U.S. %[overnmem securitics deal-

ers reporting to the Federal Reserve Bank of New

ork. The figures exclude

allotments of, and exchanges for, new U.S. government securities, redemptions of
called or matured securilies, purchases or sales of securities under repurchase
agreement, reverse repurchase (resale), or similar contracts.

1.44 U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing

Averages of daily figures, in millions of dollars

1982 1982, week ending Wednesday
Item 1979 1980 1981
June July Aug. Aug. 4 | Aug. 11 | Aug. 18 | Aug. 25 | Sept. 1
Positions
Net immediate!
1 U.S. government securities.............. 3223 4.306 9,033 11,075 9,161 4,893 7.258 8,928 6,432 1,578 418
2 Bills..........c..coooh . 3,813 4,103 6,485 7,284 7.163 1,265 3,510 4,672 23931 —1,493| -2426
3 Other within 1 year . o =325 —~1.062| -1.526 -462 | 2,027 —632 ~ 506 —-527 — 688 - 747 ~655
4 I-5years .......... .. — 455 434 1,488 2,206 2,552 2,269 3,075 3,092 2,692 2,043 2,005
5 5-10 years..... . 160 166 292 —254 -417 ~248 ~827 264 -73 -38 —-25
6 Over 10 years ., 30 665 2,294 2,301 1,890 1,880 2,008 1,955 2,108 1,813 1,517
7  Federal agency securities. 1,471 797 2,277 2,976 2,878 3,578 3,522 3,460 3,769 3,59 3,454
8  Certificates of deposit . .. 2,794 3,115 3,435 5.580 7.728 7.834 8,529 7,904 8,382 7.850 6,539
9 Bankers acceptances. .. .. 1,746 2,666 3,023 3,207 3,668 3,343 3,394 A 2,988
10 Commercial paper . ................... 2,658 3,503 3,779 3,658 4,015 3,542 3,502 3,791 3,448
Futures positions
(1 Treasury bills..................... ... ~8934 1 -6,067| --1,542 6,185 4,069 4,448 6,540 7.944 7,512
12 Treasury coupons ..... .o n.a n.a, —27331 20451 2878 -29151 —-3103| -3406) -3,628% -2,332] —1.862
13 Federal agency securities..... .......... 522 73 295 -1l 34) 236 270 —405 ~438
Forward positions
14 U.S. government securities. .. ........... - 603 - 760 —444 —612 -376 -228 - 676 —860 [ —1,204
15 Federal agency securities. . ... .......... —451 [ —1,4521 —-1.227| —-1.241| —1.132] ~[,187] ~-1,148| -1,396| -17320
Financing?
Reverse repurchase agreements®...........
16 Overnight and continuing . . .. 14,568 25,655 27,391 29,374 26,411 29,554 30,204 31,327 32,046
17 Term agrcements ......... 32,048 39,795 44,136 50,497 53,984 47 881 49,642 50,482 49 411
Repurchase agreements? ., . n.a. n.a
18 Svernight and continuing . . - 35919 42,038 54,6601 50,318 53,397 51,382 | 49,094 47,399 47,107
19 Term agreements ...........c..ooviiins l l 29449 | 35,525 37.821 48,692 46,621 47,753 48,854 | 51,538 50,409

For notes sec opposite page.
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1.45 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding

Millions of dollars, end of period

A35

1981 1982
Agency 1978 1979 1980
Dec. Jan, Feb. Mar. Apr. May June
| Federal and federally sponsored agencles!. .. ................. 137,063 | 163,290 ( 193,229 | 227,210 | 226,418 | 226,539 | 228,749 | 232,274 | 234,593 | 238,787
2 Federal agencies. ...........ooviiivioriiinii i 234881 24,715| 28,6061 31,806 31,0531 30806 31408 31,613 31,5511 32,274
3 Defense Department? 968 738 610 484 470 460 454 447 434 419
4 Export-Import Bank>' .. ... 8,711 9,191 11,2501 13,339 13,135 12,861 13,421 13,475 13.416 13,939
$S  Federal Housing Administraf S88 537 417 413 406 397 382 316 363 358
6 Government National Mortgage Association
participation certificates® .. ... ... 3,141 2,979 2,817 2,715 2,191 2,168 2,168 2,165 2,165 2,165
7  Postal Service’ ... ........... 2,364 1,837 1,770 1,538 1,538 1,538 1,538 1,538 1,471 1.471
8 Teunessee Valley Authority ... . 7,460 89971 11,1901 13,1157 13,115 13,187 13,250 13,410 13,5007 13,715
9  United States Railway Association”,...................... 356 436 492 202 198 198 198 202 202 207
10 Federally sponsored agencies’................0cooeiiiiiiiis 113,575 | 138,575 164,623 | 195,404 | 195,365 195,733 197,341 | 200,661 } 203,042 | 206,513
11 Federal Home Loan Banks ............... 27,5631 33,3301 41,258} 58,000) 57,3871 57743 58,839 S59937] 60,7721 61,883
12 Federal Home Loan Mortgage Corporation .. 2,262 2,771 2,536 2,604 2,604 2,604 2,500 2,500 2,500 3,099
13 Federal National Mortgage Association ... ... 41,080 | 48,486| 55,185 58,749 | S8.860] 59,018 59,270| 60,478 61.996| 62,660
14  Federal Land Banks ... ............... . 20,360 16,006 12,365 9,717 8,717 8,717 8,717 8.217 8.217 8,217
15 Federal Intermediate Credit Banks . 11,469 2,676 1.821 1,388 1,388 1.388 1,388 926 926 926
16  Banks for Cooperatives ... .. 4,843 584 584 220 220 220 220 220 20 220
17 Farm Credit Banks'. ............ 5,081 33,2161 48,153} 60,034| 61,187 61,041{ 01,405 63,381 63.409| 064,506
18  Student Loan Marketing Association . . .. 915 1,505 2,720 4,600 5,000 5,000 5,000 5,600 5,000 5,000
19 Other ..o 2 1 1 2 2 2 2 2 2
MEemo:
20 Federal Financing Bank debt!%. ... ......................... 51,298 67,383} 87,460 110,698 | 111,965 | 112,367 | 113,567 | 114,961 | 117,475 120,241
Lending to federal and federally sponsored
agencies
21 Export-Import Bank* ................ oo 6,898 8,353 10,654 12,741 12,741 12,741 13,305 13,305 13,305 13,829
22 Postal Service’” .. ....... ... . 2,114 1,587 1,520 1,288 1,288 1,288 1,288 1,288 1,221 1,221
23 Student Loan Marketing Association! 915 1,505 2,720 4,600 5,000 5,000 5,000 5.000 5,000 5,000
24 Tennessee Valley Authority ... .... 5,635 7,272 9,465 11,390 11,435 11,462 11,525 11,685 11,775 11,990
25 United States Railway Association”. ... .............. 356 436 492 2212 198 198 198 202 202 207
Other Lending'®
26 Farmers Home Administration. . ........................... 23,825 32,0507 39,431 48,821 49,006 49,081 486Kl 49,356 | 51,056 52,346
27 Rural Electrification Administration . 4,604 R 9,196 13,516 13,836 13,989 14,452 14,716 15,046 15,454
ROther ... 6,951 9,696 139821 (8,140) 18,441 18,6081 19,118 194091 19,870 20,194

1. In September 1977 the Farm Credit Banks issued their first consolidated bonds,
and in January 1979 the heifsn issuing these bonds on a regular basis to replace
the financing activities of the Federal Land Banks, the Federal Intermediate Credit
Banks, and the Banks for Cooperatives. Line 17 represents those consolidated
bonds outstanding, as well as any discount notes that have been issued. Lines !
and 10 reflect the addition of this item.

2. Consists of mortgages assumed by the Defense Department between 1957 and
1963 under family housing and homeowners assistance Emgrams.

3. Includes participation certificates reclassified as debt beginning Oct 1, 1976.

4. Off-budget Aug. 17, 1974, through Sept. 30, 1976; on-budget thercafter.

5. Consists of debentures issued in payment of Fedcral Housing Administration
insurance claims. Once issued, these securities may be sold privatcly on the se-
curities market,

6. Certificates af participation issued prior to fiscal 1969 by the Government
National Mortgage Xssuciation acting as trustee for the Farmers Home Admin-
istration; Department and Welfare;

of Health, Education, Department

of Housing and Urban Development; Small Business Administration; and the
Veterans Administration.

7. Off-budget.

8. Unlike ather federally sponsored agencies, the Student Loan Marketing As-
sociation may borrow from the Federal Financing Bank (FFB) since its obligations
are guaranteed by the Department of Health, Education, and Welfare.

9. The FFB, which began operations in 1974, 1s authorized to purchase or sell
obligations issued, sold, or guaranteed by other federal agencies. Since FFB incurs
debt solely for the purpose of lending to other agencies, its debt is not included in
the main portion of the table in order to avoid double counting,

10. Includes FFB purchases of agency assets and guaranteed loans; the latter
contain loans guaranteed by numerous agencies with the guarantees of any partic-
ular agency being generally small. 'The Farmers Home Administration item consists
exclusively of agency 1s. while the Rural Electrification Administration entry
contains both agency assets and guaranteed loans.

NOTES TO TABLE 1.44

1. Immediate positions are net amounts (in terms of par values) of securitics
owned by nonbank dealer firms and dealer departments of commercial banks on
a commitment, that is, trade-date basis, including any such securitics that have
been sold under agreements to repurchase (RPs). The maturities of some repur-
chase a(freemems are sufﬁcient(l}/ long, however, to suggest that the securitics
invalved are not available for trading purpaoses. Securities owned, and hence dealer

sitions, do not include securities to resell (reverse RPs). Before 1981, data for
immediate positions include forward positions.

2. Figures cover financing involving U.S. government and federal agency secu-
rities, negotiable CDs, hanﬁcrs acceptances, and commercial paper.

3. Includes all reverse repurchase agreements, including those that have been
arranged to make delivery on short sales and those for which the securities obtained
have been used as collateral on borrowings, i c., matched agreements.

4. Includes both repurchase agreements undertaken to ﬁnﬂncc positions and
“matched book™ repurchase agreements.

Note. Data for positions arc averages ot daily figures, in terms of par valuc,
bascd on the number of trading days in the period. Positions are shown net and
arc on a commitment basis, Data for financing are based on Wednesday figures,
in terms of actual money borrowed or lent.
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1.46 NEW SECURITY ISSUES of State and Local Governments
Millions of dollars
. . 1982
Type of issuc or ssuer,
oF Use 1979 1980 1981
Jan.! fcb. Mar.” Apr.! May” June’ July
| Al issues, new and refunding! ............. ..... 43,365 | 48,367 | 47,732 3 3,720 5,661 6,708 5,619 5,813 5,823
Iype of issue
2 General obligation. ... . . .. 12,109 14,100 12,394 1,038 1,054 1,733 2222 1,506 1.811 967
3 U.S. government loans? 53 38 k2] 2 0 9 10 10 16 2
4 Revenue. ..o oo oo 31,256 34.267 35,338 2,873 2,666 3,928 4,486 4.113 4,002 4,850
S U.S. government loans? .. ... ... .. 67 57 55 4 6 5 32 38 45 49
Type of issuer
GState ... .. L PR, 4314 5.304 5,288 514 234 432 1,061 601 1.074 257
7 Special district and statutowy authority .. ..... ... 23,434 26,972 27,499 2,135 2,187 2,993 3,480 2,975 2,899 3,947
8 Municipalities, counties, townships, school districts 15,617 16,090 14,945 1,262 1,299 2,236 1,767 2,043 1.840 1,579
9 Issues for new capital, total ... ... .......... ... 41,508 46,736 46,530 3,754 3,679 4,798 6,682 5,489 5,723 5,637
Use of proceeds
10 Education ........... e 5,130 4,572 4,547 236 266 405 460 483 724 288
11 Transportation ....... ....... .. 2,441 2,621 3447 144 207 363 284 292 300 117
12 Utilities and conservation §.594 8,149 106,037 1,189 1,284 754 1,333 1.363 830 1,269
13 Social welfare . ... .. 15,968 19,958 12,729 927 837 1,773 2,339 2,026 2,292 3,033
14 Industrial aid .. .. .. e 3,836 34974 7.651 468 S0t 636 667 350 397 493
15 Other purposes....... .. ..... 5,536 7.462 8,119 790 S84 867 1,599 Y75 1,180 437
1. Par amounts of long-term issues based on date of sale. SOuURCE. Public Securities Association.
2. Consists of tax-cxempt issues guaranteed by the Farmers Home Administra-
tion.
1.47 NEW SECURITY ISSUES of Corporations
Millions of dollars
- . . 1982
I'ype of issue or issuer,
Or use 1979 1980 1981
Jan. keb. Mar. Apr.” May’ June July
FANdssues! ... L 51,533 | 73,694 69,283 2,954 3,294 6,436 4,622 6,675 4,030 5,264
2Bonds..... ... .. L i 40,208 53,206 44,643 1,278 1,879 4,512 2,575 4,420 2,836 3,337
Type of offering
I Public.......... .o 25,814 41,587 37.653 614 1.464 3,540 2,100 3973 2,398 2,868
4 Private placement 14,394 11,619 6,989 664 415 972 475 447 438 469
Industry group
S Manufacturing ... o0 9,678 15.409 12,325 283 262 708 497 608 211 1,290
6 Commercial and miscellancous. ... .. 3,948 6,693 5,229 230 59 691 139 490 329 492
7 Transportation .. ..... . e 3,119 3,329 2,054 43 3 224 26 74 79 40
8 Publicutiity ...... ....... ...... .. ... 8,153 9,557 K8.963 493 345 1.508 HE8 1,186 694 536
9 Communication ....... S 4,219 6,683 4,280 8 364 84 i6 315 174 75
10 Real estate and financal . 11,094 11,534 11,793 221 845 1.236 1,010 1,748 1,344 905
PUStocks. .. ... o o0 L e e 11,325 20,489 24,642 1,676 1,415 1,924 2,047 2,255 1,194 1,927
Type
12 Preferred 3.574 3,631 1,796 199 185 199 172 888 67 645
13 Common 7,751 16,858 22,846 1477 1,230 1,725 1,875 1,367 1,127 1,282
Industry group
14 Manufacturing ,..... ... o e 1,679 4,839 4.838 129 67 394 102 162 53 105
15 Commercial and misceffancous. .. .. 2,623 5,245 7.436 723 426 653 770 569 339 615
16 Transportation ... ......... ...... 255 549 738 25 73 27 15 a5 52 5
17 Public utility . ... 5,171 6,230 5,486 449 743 547 756 401 242 267
18 Communication ... .. Lo 303 567 1,778 58 2 3 3 0 8 96
19 Real estate and financial 1,293 3,059 4,371 292 104 301 401 1,058 499 839

1. Figures, which represent gross proceeds of issues maturing in more than one
year, sold for cash in the United States, are principal amount or number of urtits
multiplicd by offering price. Excludes offerings of less than $100,000, secondary
offerings, undefined or exempted issues as defined i the Secunties Act of

1933, employee stock plans, mvestment companies other than closed-end, intra-

carporate transactions, and sales to foreigners.

Sourcr . Securities and Exchange Commission,



1.48  OPEN-END INVESTMENT COMPANIES  Net Sales and Asset Position

Millions of dollats

Corporate Finance

ltem

INVISEAMINT COMPANIES!

Sales ot own shares? .
Redemptions of own shares’
Net sales .

o —

4 Assetst L
3 Cash position’
6 Other ..

1980

15,260
12,012
3,254

SK 400
5,321
53,079

1981

20,596
15,860
4,730

83,207
5.277
49,930

1982
Jan Feb Min Apt May June July Aug.
2,049 2,049 3,325 2,754 2,345 3,061 3,304 4,322
1,475 1,450 2,056 2,293 1 854 2,038 2,145 2,336
1.557 593 1,209 461 491 1,023 1,159 1,980
54,347 52,68 3,001 56,026 54 489 54,238 54,592 62,214
5.424 5,540 5,752 0,083 5,992 6,298 5,992 6,042
48,923 47,155 47,249 49,943 48,896 47,940 48,600 56,172

1 Excluding money market funds

2. Includes reinvestment ot investment mneeme dvidends. Exeludes renvestment
ot capital gains disttibutions and shatc issue ot conversions from one tund to another

m the same group

3 Excludes share redemption 1esulting trom conversions trom one tund to an-

othier in the same group.
4 Market value at end ot penod, less curnrent habilities.

cutities

S. Also includes all U8 government secunties and other short-term debt se-

Nour . Investnient Company Institute data based on reports ot members, which

compiise substantially all open-end investment companies registered with the Se-
curtties and Lxchange Commussion. Data retlect newly tormed companies atter
their initial ofiering ot sceunties,

1.49 CORPORA'TE PROFI'TS AND THEIR DISTRIBUTION

Billions of doftars; quarterly data are at scasonally adjusted annual rates.

Accourt

1 Corporate protits with mventory valuation and
capital consumption adjustment

2 Profits belore tax. ... .

3 Protits tax liability

4 Profits after tax

5 Dividends ... ..

6 Undistributed protus. .

7 Inventory valuation ..o
& Capital consumption adjustment

14980 1981 1982
1979 1980 1981 _
04 Ol 2 3 04 Ol Q2
=
194.8 181 6 190 6 1612 200.3 185.1 1931 183.9 157.1 155.4
2527 242.4 232.1 245.9 253.1 225.4 2313 216.5 171.6 171.7
87.6 84.6 81.2 87.8 1.5 7.2 82.4 71.6 56.7 55.3
165 1 157.8 150.9 1581 161 6 146 2 150.9 144.9 149 16.4
52.7 581 as 1 596 6Ls 640 66 8 [ o8.% 9.3
112.4 9.7 85.8 UR.5 100.1 82.2 84.1 76.8 46.1 471
43.1 43.0 -24.0 45,5 5.5 22.8 23.0 17.1 4.4 9.4
148 178 - 168 - 192 173 17.5 -171 155 101 6Y

SOURCE. Survey of Current Business (U'S Departmient ot Commeree).
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1.50 NONFINANCIAL CORPORATIONS Current Assets and Liabilities

Billions of dollars, except for ratio

1981 1982
Account 1976 1977 1978 1979 1980
01 Q2 Q3 04 0l
1 Current assets............ ........ ..o 827.4 2127 1,043.7 1L,218.2 1,336.1 1,374.6 1,385.9 L,405.7 1,419.3 1,413.2
2Cash. ... .o 88.2 97.2 105.5 L18.0 1273 126.9 120.7 125.7 132.1 122.0
3 U.S. government sccurities . 23.5 18.2 17 3 17.0 19.9 19.8 20.5 18.6 18.6 17.6
4 Notes and accounts receivable . 292.9 330.3 388.0 461.1 509.0 524.2 528.3 535.4 527.9 526.0
5 Inventories ... ..... ........ .. ce e 342.5 376.9 431.6 505.5 540.2 555.4 §593 S69 8 S7R.5 584.4
6 Other ....... .. ... . 80.3 90.1 101.3 167 139.6 148.4 1510 156.3 1622 103.1
7 Current liabilities. . ............... ............. 495.1 557.1 669.3 807.8 886.8 916.1 921.6 954.1 964.1 966.3
8 Notes and accounts payabic 282.1 317.6 829 461.2 508.3 510.3 5131 533.6 544.2 533.4
9O0ther ... 213.0 239.6 286 4 346.6 378.5 405.8 408.4 420.5 419.9 432.8
10 Net working capital . ....... ... ............ 3124 355.5 374.4 410.5 449.3 458.5 464.3 451.7 455.1 446.9
It Memo: Current ratio b Lo 1.671 1.638 | 559 1.508 1.507 1.500 1.504 1.473 1472 1.463
L. Ratio of total current assets to total current liabilities. All data in this table reflect the most curtent benchmatks, Complete data are
available upon request from the Flow of Funds Section, Division of Research and
Note. For a description of this series, see ‘‘Working Capital of Nontinancial Statistics.
Corporations” in the July 1978 Buttenn, pp. 533-37.
SoURCE. Federal Trade Commission.
1.5t TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment
Billions of dolars; quarterly data are at seasonally adjusted annual rates.
1981 1982
Industry! 1980 1981 1982
Q2 Q3 Q4 Q! Q2 Qat Q4!
1 Total nonfarm business , ....... ... .......... 295.63 321.49 323.66 316,73 328.25 327.83 327.712 323.22 320.24 324,47
Manufacturin,
2 Durable EOU(ﬁi industrics . ... oo 58.91 61.84 59.50 63.10 62.58 60.78 60.84 59.03 59,98 58.80
3 Nondurable goods industries .................... 56.90 64.95 64.74 62,40 67.53 66 14 67 48 64.74 63,10 64.09
Nonmanufacturing
AMining ... ... e 13.51 16.86 16.48 16.80 17.55 16.81 17.60 16.56 15.66 16.02
‘Transportation
4.25 4.24 4.51 4.38 4.18 4.18 4.56 4.73 4. 10 4.64
4.01 3.81 3.86 3.29 3.34 4.82 3.20 3.54 3.79 4.85
3.82 4.00 3.95 4.04 4.09 4.12 4.23 4.06 3.50 4.07
28.12 29.74 32.29 2932 30.54 3114 3095 32.26 32.67 33.15
7.32 8.65 R 61 8.53 9,01 8.60 917 914 7.87 8.5(
10 Trade and services. .. . 81.79 86.33 87.40 85.88 87.55 88.33 87.80 88.85 86.71 86.07
11 Communication and other® . ........,....... ..., 36.99 41.06 42.33 39.02 41.89 42.92 41.89 40.33 42.85 44.09
1. Anticipated by business. SOURCE. Survey of Current Business (U.S. Dept. ot Commerce),

2. “Other” consists of construction; social services and membership organiza-
tions; and forestry, fisheries, and agricultural services.
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1.52 DOMESTIC FINANCE COMPANIES Assets and Liabilitics

Billions of dollars, ¢nd of period

1981 1982
Account 1977 1978 1979 1980
ol Q2 Q3 04 1 Q2
ASSETS
Accounts receivable, gross
T Consumer .......... .. i 44.0 §52.6 05.7 73.6 76.1 790 ¥4.5 85.5 85,1 88.0
2 Business. . e o e 55.2 63.3 0.3 3 73 782 6.9 80.6 80.9 82.6
3 Total.......... ... o . 99.2 116.0 136.0 1459 148.7 157.2 161.3 166.1 166.0 170.6
4 Less: Reserves for uncarned income and losses . . .. 12.7 15.6 20,0 233 24.3 257 27.7 28.9 29.1 30.2
S5 Accounts recejvable, net ... #6.5 100 4 116.0 122.6 124.5 131 4 1336 137.2 136.9 140 4
6 Cash and hank dcpusm AP . 2.6 3.5
7 Securities . . . - 9 1.3 24.91 275 KIE RINA 4.5 42 35.0 313
8 All other 143 17.3
9 Total assets ... ................ .. P 104.3 1224 140.9 150.1 158.3 163.06 168.1 171.4 1719 177.8
LIABILITIES
P . 5.9 65 8.5 13.2 13.1 14.4 147 15.4 15.4 14.5
.......... 29.6 4.5 433 43.4 44,2 49.0 51.2 51.2 46.2 50.3
C
12 Short-term,n.ec. ... . A 6.2 8.1 8.2 7.5 8.2 8.5 Ity 9.6 9.0 9.3
13 Long-term, n, L. . 36.0 43.6 46.7 52.4 S1.6 526 50.7 54.8 59.0 603
14 Other....... ... . 1.5 12.6 14.2 14.3 17.3 17.0 171 i7.8 19.0 18.9
15 Capital, surplus, and undivided profits.. . ... .. 15.t 17.2 19.9 19.4 209 218 22.4 22.8 233 24.5
16 Cotal liubilitles and capital . . .. .......... ... 104.3 (224 140.9 150.1 155.3 163.0 168.1 171.4 1719 177.8
1. Beginning Q1 1979, asset itcms on lines 6, 7, and 8 are combined.
Note. Components may not add to totals due to rounding,
1.53 DOMESTIC FINANCE COMPANIES Business Credit
Millions of dollars, seasonally adjusted except as noted
Changes in accounts Extensions Repaynients
receivable
Accounts
receivable
Type outst.mding 1982 1982 1982
Juty 3
1982¢"
May June July May June July May June July
—
I Total........... .. ... ......oioiin e e 82,649 50 1,064 868 | 20,033 21,355] 20,284 | 19,983| 20,271 19,416
2 Retail automotive (wmmcru.ll vehiclesy ... . .. 12,303 362 149 118 1,235 1,056 802 873 907 920
3 Wholesale automotive .. ... e 13,762 -199 1,020 1,035 5,269 6,364 5.878 5,468 5,344 4,843
4 Retail paper on business, industrial, and tarm cquipment .. .. 27,820 74 — 184 =11 1,503 1.331 1.365 1,577 1515 1,376
5 Loans on commercial accounts receivable and tactored com-
mercial accounts veceivable. ... ... 00 L 9,329 17 -111 85) 10151 §0.611) 10,571 9.980) 10,722 10.486
6 Allother business credit ,...... .. .... ... . .. 19,433 -210 190 —123 1,875 1,973 1,668 2,085 1,783 1,791

1. Not seasonally adjusted.
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1.54 MORTGAGE MARKETS

Millions of dollars; exceptions noted.

1982
[tem 1979 1980 1981
Feb. Mar Apr. May June July Aug.
Terms and yiclds m primary and secondary markets
PRIMARY MARKE 1S
Conventlonal mortgages on new homes
Terms!
1 Purchase price (thousands ot doltars) ..... ..., 74.4 834 90.4 97 3 90.0 957 86 4 8.4 98.47 91.4
2 Amount of loan }thous:u\ds of dollars) 53.3 592 65.3 711 65.4 70.4 0d4.8 66.2 731 66.5
3 Loan/pnice ratio (percent) ... .. 739 73.2 748 765 75.7 772 77.4 77.0 71.3 74 1
4 Maturity (years).... ... Lo 28.5 28.2 27117 281 274 286 259 27.4 28.4r 26.4
5 Fees and charges (pereent of loan amount)? . L. 166 2.09 2.67 3.01 2.90 328 316 3.00 315" 2 87
6 Contract rate %pcrcem perannum) . ..., ... 10.48 12 25 14.16 14.44 14.93 15.13 15.11 14.74 15.007 15.05
Yield (percent per annum)
7 FHLBB series®...... .. ... ... 1077 12 65 14.74 15.12 15.67 15.84 15.89 15.40 15,707 15.68
8 HUD series* ... oo o 1115 13.95 16.52 17 20 16.80 16.65 16.50 16.75 16.50 15.40
SECONDARY MARKE 1S
Yield (percent per annum)
9 FHA mortgages (HUD series)s ... ...... ... ... 10.92 13.44 16.29 17.10 16.41 16 31 16,19 16.73 16.29 14.61
10 GNMA securities®. ........ e 10.22 12.55 1529 16.21 15.54 15 40 15.30 15.84 15 56 14.74
FNMA auctions’
11 Government-underwritten loans ... . ..., 117 1411 16.70 18.00 1729 ... 16.27 16.22 o 15.78
12 Conventional loans .. ... . ... ... . . .77 i4 43 16.64 17.91 17.09 16.66 16.33 16 73 16 8§ 15.78
Activity in secondary markets
FLDLRAL NATIONAL MORIGAGE ASSOUIATION
Mortgage holdings (end of period)
13 Total................. .. 48,050 85,104 58,675 62,112 62,544 | 63,132 63,951 65,008 | 66,158 67,810
14 FHA/VA-insured. . 33,673 37,365 39,341 39,926 39,803 39,834 39,808 39,829 1 39,853 39,922
15 Conventional . ..... 14,377 17,725 19,334 22,185 22,654 23,298 24,143 25,179 26,305 27,888
Morigage transactions (during period}
16 Purchases. ... . .......... ... ..o 10,812 8,099 6,112 519 604 755 1,006 1,223 1,354 1,931
17 8ales. ... oo e 0 0 2 0 0 4] 0 4] 0 0
Mortgage commitments®
18 Contracted (duringg)criod) ,,,,,,,,,,,,,,,,, 10,179 8,083 9,331 1,174 1,903 2,482 1,550 1,583 2,016 1,820
19 Outstanding (end of penod) ..., 6,409 3278 377 3857 4,990 6,586 7.016 7.206 7.674 6,900
Auction of 4-month commitments to buy
Government-underwritten loans
20 Offered ... . S 8.860.4 8.605.4 2,487.2 417 45.7 7.0 357 kXN 8.9 43.3
21 Accepted ... 31,9209 4,002.0 1.478.0 23.4 29.6 00 7.4 74 0.0 5.7
Conventional loans
22 Offered ......... ... o0 oo 4,495.3 3,639.2 2,524 7 28.6 65.0 29.5 37.8 50.0 37.2 70.1
23 Accepted............ e e 2,343.6 1,748.5 1.392.3 19.6 323 220 23.0 331 23.6 42.9
FrDERAL HOME LOAN MORIGAGE CORPORATION
Mortgage holdings (end of period)®
24 Total...... ..o 3,543 4,362 5,245 5,342 5,320 5,274 5.279 5,295 5,309 5,201
25 FHA/VA 1,995 2,116 2,236 2.218 2,227 2,226 2,232 2,225 2,232 2.216
26  Conventional 1,549 2,246 3.010 3,124 3,094 3.048 3,047 3,069 3,017 2,985
Moartgage transactions {during period)
Purchases. .. . ... ... o 5717 3,723 3,789 1,228 1.479 2,143 1,214 1,581 2,237 2,529
4,544 2,527 3.531 1118 1,564 2,177 1,194 1,562 2,204 2,619
Mortgage commitments'!
29 Contracted (during ;)ermd) e e e 5,542 3,859 6,974 565 2,523 2,824 2,692 3,166 2,189 2,768
30 Outstanding (end of period) ... ..o 797 447 3.518 4,336 5,461 6,041 7.420 8,970 8,544 9,318

1. Weighted averages based on sample surveys of mortgages originated by major
institutional lender groups. Compiled by the Federal Home Loan Bank Boaid in
cooperation with the Federal Deposit Insurance Corporation.

2. Includes all fees, commissions, discounts, and **ponts™ paid (by the borrower
or the seller) to obain a loan.

3. Average cffcctive interest rates on loans closed, assuming prepayment at the
end of {0} years.

4. Average contract rates on new commitments for conventional first mortgages,
rounded to the nearest $ basis points; from Department of Housing and Urban
Development.

5. Average gross yiclds on 30-year, minimum-downparnwnt, Federal Housing
Administration-insured first mortgages tor immediate delivery in the private sec-
ondary market. Any gaps in data are due to periods ot adjustment to changes in
maximum permissible contract rates.

6. Average net yields to investors on Government National Mortgage Assoct-
ation guaranteed, mortgage-backed, fully modified pass-through sccurities,

assuming prepayment in 12 years on pools of 30-year FHA/V A mortgages carrying
the prevaling ceiling rate. Monthly tigutes are unweighted averages of Monday
quotations for the month.

7. Average gross yiclds (before deduction of 38 basis points for mortgage ser-
vicing) on accepted bids in Federal National Mostgage Association’s auctions of
4-month commitments to purchase home mortgages, assuming prepayment in 12
years tor 30-year mortgages. No adjustments me made for FNMA commitment
tees or stuck related requirements. Monthly figures are unweighted averages tor
auctions conducted within the month

8. Includes some multifamily and nonprofit hospital loan commitments in ad-
dition to 1- to 4-family loan commitments accepted in FNMA's tree market auction
system, and through the FNMA-GNMA tandem plans.

9. Includes participation as well as whole loans,

10. Includes conventional and government-underwritten loans.



1.55 MORTGAGE DEBT OUTSTANDING

Mitlions of dollars, cnd ol period

Real Estate Debt A4l

1981 19K2
Type o S s of S 97¢ [$ B
I'ype of holder, and type of property 1979 1980 1981 T —
Q2 Q3 Q4 Ot Q2

1 All holders.. ........ . . .. ... 1,337,797 1,471,835 | (,583,6907 | 1,533,254’ | 1,561,669 | 1,583,6907 | 1,603,057" 1,625,886
2 b-todtamily oo Lo 891,115 987,028 | 1,060,517 | 10283557 1 1,047,6897 [ 1,060,5077] 1,071,647’ 1,085,540
3 Multfamily ........ 0 . L 128,433 137,134 141,481 139,280 1402287 1414817 142 6721 143,962
4 Commercial, 235,572 255,085 279,968 268,098 273,740 2799687 284 8291 290,772
Sharm.... ... ..o 0L L 82,677 R2018 01,7247 97,5247 1000067 101,724 103,909 105,612
6 Major tinancial mstitutions . 938,567 Yu7,168 | 1.040,6307 1 1,023,1337 1 1,033,825 | 1,040,6307 | 1.041.4877 1,042, (1lﬂ
7 Commercial banks 245,187 263,030 284,5367 273,225 2790177 84,5367 289.3657

b 1- to 4-family . 149,460 160,326 1700137 164,873 167,5507 170,013/ 1713507

9 Multitamily = . ... . L 11,180 12,924 15,1327 13,800 14,4817 15,132/ 15.338"

10 Commerctal, ......... .. . oo 75,957 81,08t 91,026" 86,091 88, S8 91,026 94 256!

tl Farm.... .. e 8,590 8,699 8,365 8401 8,308 8,365 84217

12 Mutual Savings \M\\ks B 98,908 99,865 99 947 99,993 99,994 99,997 97,404

13 I-to d-family ......... 00,140 67,489 68,187 08,035 08,116 08,187 66,3057

14 Multitamily ... . ... 16,557 16,058 15,960 15,909 15,939 15,960 15,5307

15 Commerci 16,162 16,278 15,810 15,9499 15,909 15810 15,594

16 Farm....... 49 40 40 S0 30 40 297

17 Savings and loan associations . ..., ... 475,688 503,192 518,350 515,256 518,778 518,350 515,896

18 1- 10 4-tamily . . 394,345 419,763 432978 430,702 433,750 432,978 430,928

19 Muttifamily . .. . ..., ... . . 37,579 38,142 37.684 38077 37,975 37,684 37.506 30,860
20 Commeraal . ... .0 o0 43.764 45,287 47,088 46,477 47,053 47 688 47,462 47,085
21 Lite insurance comparies. .. . . . Lo L 118,784 (31,081 137,747 134,6597 136,030 137,747" 138,762 134,539
22 1- 10 $-tamily . 16,193 17,943 17,2010 17,549 17,3767 17,2017 17,0867 16,451
23 Multtanuly .. .. .. 19,274 19,514 19,2837 19,4957 19,4417 19,2837 19,199 18,982
24 Commetcial 71,137 80,660 88,1637 84,571 86,0707 88,1637 89 529 90,113
25 farm ... oL 12,180 12,958 131007 13,0447 13,1497 13,1007 12,9487 12,993
26 Federal and related agencies ... 97,084 114,300 126,112 119,124 121,772 126,112 128,721 132,240
27 Government Nationat M()It).,d),(, Assocmlmn ..... 3,852 4,642 4,765 4,972 4,382 4,705 4,438 4,009
28 l-tod-family ........ . ... 763 704 693 698 G0 693 689 OH88
29 Multitamily ©..... ... . .. Lo oo 3,089 3938 4.072 1,274 3.086 4072 3749 3,981
30 Farmers Home Adminstiauon . . .00 L 1,274 3,492 2,235 2,662 1,562 2,235 2,469 2,038
31 ltodtamly . ... 0 L L 417 916 914 1151 500 914 715 792
32 Muititamily .. . 71 o100 473 404 242 473 o185 198
33 Commercral. ... 174 411 S06 357 325 506 499 444
34 Farm...... . .. ... 612 1,555 342 [ 495 342 040 604
3s Federal Housimg and Veterans Adminisgration 5,555 5,640 5,999 5,895 0,005 5,999 6,003 5,900
36 - to dfamily . . . 0 L 1,955 2,081 2,289 2172 2,240 2,289 2,200 2,210
37 Multifamily .............. . . o 3,600 3,589 3710 3,723 3,765 3710 3737 1,750
38 Federal National Mmlgugt Association ... 51,091 57,327 61.412 57,057 59,682 01,412 62 544 65,008
39 1- to 4-tamily . 45,488 3,775 55,986 52,181 54,227 55,986 57,142 59,631
4 Multifamily - ... o0 0 5,603 5.552 5420 5,476 5455 5420 5402 5371
41  Federal Land Banks . 31,277 38,131 46,440 42,081 44,708 46,440 47,947 49,270
42 1- to 4-family .. 1,552 2,099 2,78K 2,401 2,605 2,788 2,874 2,954
43 Farm...oooo0 o 29,725 36,032 43,658 40,280 42,103 43,058 45,073 46,310
44 Federal Home Loan Mortgage ¢ mpumtmn .. 4,035 5,068 5,255 5,257 54433 5,255 5,320 5,295
45 1- m‘Hmmly 3,059 3873 4018 4,025 4,166 4,018 4,078 4,042
46 Multitamily | 976 1,195 1,237 1,232 1.207 1,237 1,245 1,283
47 Mortgage pools or trusts?. 118,664 142,258 162,990 152,308 158,140 162,990 172,292 152,945
48  Govenmment National Mm Q,agL /\smu,mun 75,787 93,874 105,790 100,558 103,750 15,790 108,592 111,459
49 1- to 4-tamuily . . 73,853 91,602 103,007 98,057 101,068 103,007 108,701 108,4%7
50 Multitamily 1,934 2272 2,783 2,501 2,082 2,783 2,89t 2,972
51 Federal Home Loan MUl(bxll.,L Corporation 15,180 16,854 19,8437 17,505 17,930 19,8437 23,959 28,693
52 [- to 4-tamily S e e 12,149 13,471 15,8887 14,115 14,401 15 888" 18,9957 22.037
53 Multifamily 3,031 3,383 3,955 3,450 3,535 3,955 4,904 0,056
54 luh,ml National Moitgage Assoctation’ na. na. 717 nd. na 7t7 2,786 4,550
55 Stod-family oo n.a .. 717 it na 717 2,786 4,556
56 [umn(,rs llomc Admmistravon. ... . L 27,697 31,530 36,640 34,185 36,454 36,640 36,955 38,273
57 I-tod-family ... ... 14,884 16,683 18,378 17,165 18,407 18,378 18,740 19,056
S8 Multifamily 2,163 2,612 3.426 3,097 3,488 1,426 3,447 4,026
59 Commercial 4,328 5,271 6,161 5,750 0,040 6,161 6,351 ,574
6() Farm...... .. 60,322 6,964 8.67% 8173 8,519 8,075 8,417 8,581
61 Indlvullml and mhus ................. 183,482 218,109 253,958 238,689 247,932 253,958 260,557 268.038
62 - to 4-family®, 110,857 138,333 167 460 155,231 162,587 167,460 171,995 177,865
63 Mllltlh\mlly 23,376 27,345 28,340 27,782 28272 28,340 29,043 29.732
64 Commercial. 24,050 26,601 30,614 28,850 29,761 30,6014 31,138 31830
65 laim ... 25,199 25,770 27,544 26,826 27.312 27,544 28,381 28,605

1. Includes loans held by nondeposit tiust companics but not bank trust de- Note. Based on data trom vatious insttuttonal and governmental sources, with
partments, some Tumcr\ estimated in part by the Federal Reserve i conjunction with the
2. Outstanding principal balances of mortgages backing securitics nsuied or Federal Home Loan Bank Board and the Department of Commerce. Separation

guaranteed by the ageney indicated.

3. Outstanding balances on FNMA™s issues of sceeurities backed by pools ot
conventional mortgages held in trust. The program was implemented by FNMA
1 Octaber 1981.

4 Other holders include mortgage companies, real estate investment trusts, state
andt local credit agencics, state and local retirement tunds, noninsured pension
tunds, credit unions, and U.S. agencies tor which amounts are small or for which
sn,p”m\tt data are not readily available.

. Includes a new estimate of residentiab movtgage credit provided by individuals.

ot nonfarm mortgage debt by type of property, it not iepotted direetly, und in-
terpolations and extrapolations when requited. are estimated mainly by the Federal
Reserve. Multifamily debt refers to loans on structuies of tive or more units,
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1.56 CONSUMER INSTALLMENT CREDIT! Total Outstanding, and Net Change

Millions of dollars

1982
Holder, and type of credit 1979 1980 1981
Feb, Mar. Apr. May June July Aug.
Amounts outstanding (end of period)
TTotal. oo 312,024 | 313,472 | 333,375 | 327,435| 327,131 | 328,363 | 329,338 | 331,851 | 332,471 | 333,808

By major holder
2 Commercial banks. ..
3 Finance companies . .
4 Credit unions ....... 46,517 44,041
S Retailers?. .. ... e e 28,119 28,448
6 Savings and loans. ...... .. . . 8,424 9911
7 Gasoline companies. . ... ... - . 3,729 4,468
8 Mutual savings banks 2,740 2,835

154,177 | 147,013 1 1
68,318 76,756

By major type of credit

49300 | 146922 [ 146,454 | 146,616 | 146,147 | 146,775{ 146,745 | 147,275
89,818 89,009 89,591 N,674 91,958 93,009 93,353 93,207
45,954 45,586 45,632 45,450 45,472 45,882 45,698 46,154
29,551 27,013 26,530 26,537 26,536 26,645 26,710 26,751
11,598 11,738 11,926 12,081 12,202 12,312 12,520 12,833

4,403 4,433 4,229 4,227 4.218 4,398 4,600 4,714

2,751 2,734 2,769 2,778 2,805 2,830 2,845 2,874

9 Automobile. ... o 116,362 [ 116,838 | 126,431 [ 125294 [ 125,559 | 126,201 | 127220} 128,415| 128,359 128,281

10 Commercial banks 67,367 61,536

9 Indirect paper. 38,338 35,233
12 Direct loans .. 29,029 26,303
13 Credit unions ... .. . .. 22,244 21,060
14 Finance companies ...............oooveoennns 26,751 34,242
15 Revolving ............. .. .. ..o e 56,937 58,352

16 Commercial banks. .. 29,862 29,765
17  Retailers ........... .. 23,346 24119
18  Gasoline companies ........ ... 3,729 4,468

16,838 17,322
10,647 10,371
3.390 3,745
2.307 2,737

59,181 58,604 58,510 58,458 58,099 58,140 58,131 58,222
35,097 34,920 34,888 34,920 34,791 34,903 34,979 34,996
24,084 23,684 23,622 23,538 23,308 23237 23,152 23,226
21,975 21,799 21,821 21,733 21,744 21,940 21,852 22,071
45,275 44 891 45,228 46,010 47,377 48,335 48,376 47,988

63,049 59,514 58,491 58,641 58,647 59,302 59,824 60,475
33,110 31,923 31,532 31,638 31,619 31,974 32,205 32,691
25,536 23,158 22,730 22,776 22,810 22,930 23,019 23,070

4,403 4,433 4,229 4,227 4,218 4,398 4,600 4,714

18,486 18,343 18,363 18,402 18,479 18,543 18,601 18,741
10,300 10,111 10,037 9,974 9,960 9,924 9,857 9,790
4,494 4,506 4,548 4,608 4,666 4,731 4,801 4,916
3,203 3,241 3,293 3,336 3,369 3,400 3.458 3,544

494 469 489 485 486 484 484 488 486 491
4 Other ... 0 e 120887 1 120960 ) 1254091 1242841 124718 ) 125,119 ) 124992 ) 125,591 ] 125,687 126,311
25  Commercial banks......... . 46,301 45,341 46,709 46,284 46,375 46,546 46,469 46,737 46,552 46,572
26 Finance companies .... . .. 38,177 18,769 40,049 39612 39,815 40,056 39915 39,943 40,176 40,303
27 Creditunions ............. . 23,779 22,512 23,490 23,302 23,326 23,233 23,244 23,454 23,360 23,592

28  Retailers ......... . 4,713 4,329
29 Savings and loans. .. ... . . 6,117 7.174
30 Mutual savings banks ...... ... ... 2,740 2.835

4,015 3,855 3,800 3,761 3,726 3,715 3,691 3,681
8,395 8,497 8,633 8,745 8,833 8,912 9,063 9,289
2,751 2,734 2,769 2,778 2,805 2,830 2,845 2,874

Net change (during period)?

U Total. ..o 38,381 1,448 19,894 75 990 1,178 1,399 1,349 570 66
By major holder
32 Commercial banks................. ... 18,161 | - 7,163 2,284 -7 166 96 —13 ~100 —66 —-252
33 Finance companies . . R 14,020 8,438 13,062 307 673 544 1,126 874 195 - 142
34 Creditunions ........ ... 2,185 -2475 1,913 - 135 —122 132 w39 38 - 69 179
35 Retailers?, .. ... . 2,132 329 1,13 -124 17 181 68 304 297 - 109
36 Savings and loan: 1,327 1,485 1,682 173 251 205 221 187 196 268
37 Gasoline companies, .. .. . . 509 739 ~65 36 - 150 -6 ~20 8 3 65
38 Mutual savingsbanks ... 47 95 -85 -1 1 23 56 8 14 57
By major type of credit
39 Automobile. ..o 14,715 477 9,595 - 56 28 23 959 655 [ —402
40  Commercial banks. . .. 6,857 - 5,830 —2,358 — 180 ~248 — 159 —305 —240 101 - 146
41 Indirect paper. .. 4,488 3,104 - 136 —141 -130 2 -52 -52 225 -129
42 Direct loans .. 2,369 -2,726 —-2.219 -39 - 118 -~ 161 --253 - 188 -124 —17
43 Credit unions .. ... L .. 10441 1,184 914 -59 -55 54 -4 28 -26 65
44 Finance companies .............. .. 6,814 7.491 11,033 183 275 338 1,298 867 ~ 14 -321
45 Revolving ....... .o i e 8,628 1,415 4,697 - 155 307 499 537 507 612 143
46  Commercial banks. 5,521 -97 3,345 —65 296 285 436 219 266 162
47  Retailers ......... 2,598 773 1.417 126 161 220 121 250 343 ~84
48  Gasoline companies 509 739 —65 36 ~ 150 -6 =20 38 3 65
49 Mobile home ................ oo 1,603 483 1,161 —44 15 51 70 67 63 141
50 Commercial banks. .. .. 1,102 -276 -74 - 110 —82 —48 — 41 —58 - 57 -62
51 Finance companies ............... .. 238 358 749 56 52 53 44 64 73 108
52 Savings and loans . 240 430 466 14 47 43 67 60 47 94
53 Creditunions .................... . 23 -25 20 —4 -2 3 0 t [ L
54 Other ....... .oiiiiiiiii i i v 13,435 -927 4,441 330 696 392 - 167 120 - 166 184
55  Commercial banks. .. . 4,681 -960 1,368 184 200 18 —-103 -2l -376 —206
56  Finance companies .. 6,968 592 1,280 68 346 153 216 -57 136 7
57  Credit unions .... .. LIR| —1,266 975 ~72 —65 75 -5 9 —43 13
58 Retailers ......... — 466 - 444 -314 2 10 -39 -53 54 —46 ~25
59 Savings and loans. . .. . 1,087 1,056 1,217 159 204 162 154 127 149 174
60 Mutual savings banks ... ... 47 9§ -85 -1 1 23 56 8 14 57

L. The Board's series cover most short- and intermediate-term credit extended
to individuals through regular business channels, usually to finance the purchase
of consumer goods and services or to refinance debts incurred for such purposes,
and scheduled to be repaid (or with the option of repayment) in two or more
installments.

2. Includes auto dealers and excludes 30-day charge credit held by travel and
entertainment companies,

3. Net change equals extensions minus liquidations (repayments, charge-offs and
other credit); figures for all months are seasonally adjusted.

Notk: Total consumer noninstallment credit outstanding—credit scheduled to
be repaid in a lump sum, including single-payment loans, charge accouats, and
service credit—amounted to, not seasonally adjusted $71.3 billion at the end of
1979, $74.8 billion at the end of 1980, and $80.2 billion at the end of 1981,
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1.57 CONSUMER INSTALLMENT CREDIT Extensions and Liquidations
Millions of dollars; monthly data arc scasonally adjusted.
1982
Holder, and type at credit 1979 1980 1981
Feb. Mar. Apr. May June July Aug.
—_
Lixtensions
1Total........... ... ... .. ... 324,777 | 306,076 | 136,341 27,150 27,462 28,648 29,197 29,737 27,514 27,879
By major holder
2 Commercial banks ...... ..... ... L 154,733 134,960 | 146,186 12.431 12,519 12,790 12,765 13,460 12,485 12,499
3 Finance companies .. ... . ...... .. BTN 61,518 60,801 66,344 4.857 5.002 5,343 6,135 5,700 4,607 4,685
4 Creditunions .... ............ .. .. ... ... 34,926 29.594 35,444 2.695 2,631 3.010 2,902 2,887 2,711 2,904
5 Retailers!........ 47,676 49,942 53.430 4254 4,536 4,618 4,449 4,762 4,785 4,396
6 Savings and loans 5,901 6,621 8,142 754 788 823 841 785 803 £63
7 Gasoline companies. . AR 18,005 22,253 24,907 2,007 1,835 1,915 1,880 1,969 1,944 2,021
8 Mutual savings banks ........... ... 2,018 1,905 1,893 152 151 185 225 174 179 21t
By major type of credit
9 Automobile.......... . 93,901 83,454 94,404 7.283 7,183 7,871 8,429 X,182 7332 7,112
10 Commercial banks. .. .. 53,554 41,109 42,792 3.415 3,393 3,499 3,317 3,404 3,687 3,454
11 Indirect paper. .. 29,623 22,558 24,941 1875 1,875 2,079 1,954 2,036 2,324 1,957
12 Direct loans ........ 23,931 18,551 17,851 1.540 LS8 1,420 1,363 1,368 1,363 1,497
13 Credit unions ... ... . . R 17,397 15,294 18,084 1.363 1,420 1,542 1,483 1,497 1,389 1,499
14 Finance companies ,.... ... 22,950 27,051 33,527 2,508 2,370 2,830 3.629 3,281 2,256 2,159
1S Revolving . ... o i 120,174 128,068 | 140,135 11,730 12,143 12,416 12,528 13,361 12,551 12,497
16 Commercial bank 61,048 61,593 67,370 5,928 6,235 6,309 6,604 714 6,237 6,512
17 Retailers ... ... 41,121 44,222 47,863 3,795 4,073 4,192 4,044 4,251 4,370 3,964
18 Gasoline comparies . 18,005 22,253 24,902 2.007 1,835 1,915 1,840 1,969 1.944 2.021
19 Maobile home ................... .o 6,471 5,093 6,028 364 411 544 478 459 441 581
20 Commercial banks 4,542 2,937 3.106 136 156 253 201 180 173 194
21 Finance companies 797 898 1,313 17 120 122 114 129 133 193
22 Savings and loans . Lo 948 1.146 1,432 162 126 151 151 137 123 181
23 Creditunions ........... ..o . 184 113 176 9 9 18 12 13 12 13
24 Other ........... . oo Lo e e 104,231 89,461 95.774 7,773 7.728 7.853 7,762 7,735 7190 7,389
25  Commercial banks...................... .. ... 35,589 29,321 32,918 2,952 2,735 2,729 2,643 2,735 2,388 2,339
26 Finance companies 37,771 32,852 31,504 2,235 2,512 2,391 2,392 2,290 2.218 2,333
27 Credit unions .. 17,345 14,187 17,182 1,323 1,202 1,450 1,407 1,377 1,310 1.392
28 Retailers .. . 6,555 5,720 5.567 459 463 426 405 511 415 432
29 Savings and loans. . ......... 4,953 5.476 6.710 652 662 672 690 648 680 682
30 Mutual savings banks ... . ... oL 2,018 1,905 1,893 152 151 185 225 174 179 211
Liquidations
31 Total........ooioiinn o 286,396 | 304,628 | 316,447 27,075 26,472 27,509 27,798 28,388 26,944 27,513
By major holder
32 Commercial banks... ... ..... ... ... 136,572 ] 142,123 143,902 12,602 12,353 12,694 12,778 13,560 12,551 12,751
33 Finance companies ... 47,498 52,363 53,282 4,550 4,329 4,799 5,000 4,826 4,412 4,827
34 Credit unions .......... 32,741 32,069 33,531 2,830 2,753 2,878 2,941 2,849 2,780 2,725
35 Retailers!. .. .. 45,544 49,613 $2.327 4,378 4,365 4,437 4,381 4,458 4,488 4,505
36 Savings and loa . 4,574 5.136 6,640 581 537 618 620 598 607 595
37 Gasoline companics. . .. PPN PR 17,496 21,514 24,967 1,971 1,985 1,921 L.900 1,931 1,941 1,956
38 Mutual savings banks ... o0 o 1.971 1,810 1,978 163 150 162 169 166 165 154
By major type of credit
39 Automobile...... ... ... L 79,186 82,977 84,809 7.339 7,211 7,638 7.470 7.527 72711 7.514
40 Commercial banks...................... 46,697 46,939 45,147 3,595 3,641 3,658 3,622 3,644 3,586 3,600
41 Indirect paper. . 25,135 25,662 25,077 2,016 2,005 2,077 2,006 2,088 2,099 2.086
42 Direct loans ... 21,562 21,277 20.070 1,579 1,636 1,58t 1,616 1,556 1,487 1,514
43 Credit unions . .. B AN .. 16,353 16,478 17,169 1,422 1,475 1,484 1,517 1,469 1,415 1,434
44 Finance companics ........... ... 16,136 19,560 22,494 2,322 2,095 2,492 2,331 2414 2,270 2,480
45 Revalving ... Lo 111,546 ] 126,653 135,438 11,885 11,836 11,917 11,991 12,854 11,939 12,354
46  Commercial bank 55,527 61,600 64,025 5,993 5,939 6,024 6,168 6,922 5,971 6,350
47 Retailers ......... . ... . 38,523 43,449 46,446 3021 3,912 3972 3,923 4,0 4,027 4,048
48  Gasoline companies ... 17,496 21,514 24,967 1.971 1,985 1,921 1,900 1,931 1,941 1,956
49 Mobile home ............ ... e 4,868 4,610 4,867 408 396 493 408 392 378 440
50  Commercial banks. . 3,440 3,213 3,180 246 238 301 242 238 230 256
51  Finance companies . . 559 543 564 6l [ 69 70 65 60 85
52 Savings and loans. . ., . 708 716 966 88 79 108 84 77 76 87
53 Creditunions ....... ... . ... .o 161 138 156 13 11 15 12 12 12 12
S4 Other ... e 90,796 90,388 91,333 7.443 7.029 7.461 7.929 7.615 7,356 7.205
55 Commercial banks. .. . 30,908 30,281 31,550 2,768 2.535 2,711 2,746 2,756 2,764 2.545
56  Finance companies .. . 30,803 32,260 30,224 2,167 2,166 2,238 2,608 2.347 2,082 2,262
57 Creditunions ... ol 16,227 15,453 16,207 1,395 1,267 1,375 1,412 1,368 1,353 1,279
58 Retailers .. ... 7,021 6,164 5.881 457 453 465 458 457 461 457
59 Savings and loans. . ... .. . 3,866 4,420 5.493 4493 458 S0 536 521 531 508
60  Mutual savings banks . ...l 1,971 1,810 1,978 163 190 162 (69 166 165 154

1

entertainment companies.

Includes auto dealers and excludes 30-day chnge credit held by travel and



A44 Domestic Financial Statistics U] October 1982

1.58 FUNDS RAISED IN U.S. CREDIT MARKETS

Billions of dollars; half-yearly data are at seasonally adjusted annual rates.

1979 1980 1981 1982
Transaction category, sector 1976 1977 1978 1979 1980 1981
H2 H) H2 Hi 112 HI
|
Noufinancial sectors
1 Total funds raised ... .. ... ..... ... ...... .. 273.5 334.3 401.7 402.0 397.1 406.9 406.6 363.0 4302 438.2 375.7 385.2
2 Excluding equities ..... ... o 26271 332 40231 4000 3822 4184 4110|3542 4102] 4307 4002) 3856
By sector and instrument
3 US government .. ..o L 6.0 S6.8 37 374 79.2 87.4 46.1 633 95.1 g9 92.9 4494
4 Treasury s unllcs ..................... 6Y. ( 57.6 55.1 388 79.8 87.8 460.6 63.9 957 82.4 93.2 98.6
5 Agency issucs and nortgages - 9 14 - bt - .0 5 Nl 6 0 5 .4 4
& All other nonfinancial sectors ... ... 20451 2775 348041 3647 317.9] 3196 3605 2998 336.1 356.3| 282.81 2863
7 Corporate equities. . e 10.8 31 -6 -7.1 IS0 - (1.5 - 4.3 RY 21.0 1.6 24.5 —.4
8 Debtinstruments...... ... ... ... e 19361 2744 87} 3707 3030| 3310 3e49| 2009 3150| 3548 307.3| 286.6
9 Private domestic nontmancual sectors .. ... ... 18491 26361 314.8)1 3436 288.7] 29231 13322 2088] 3085) 3217 2629 2727
10 Corporate equities .. . 10.5 2.7 =1 78 1291 -11.5 -6.1 69 18.8 9 - 238 -1
11 Debt instruments . e PRI 174 3 200.9 314.9 ASLEs 2758 303.7 338.3 2619 289.7 32008 286.7 2728
12 Debt capital instraments ... . 123641 1698( 19871 260{ 2041 17500 2130 [ 20383 2044[ 1965]) 1535 157.6
13 State and local ()hllgdn(ms e e 18.7 219 28.4 29.8 359 329 32.8 30.7 41.0 350t 30.6 46.8
14 Corporate bonds .......... . ... ... 2.8 200 201 22.5 332 239 22.6 37.3 29.0 247 23.0 8.5
Mortgages
15 Home mortgages .. ... ... ....... 63.9 94.3 112.1 120.1 96.7 78.0 1139 96.5 90.9 95.2 62.0 66.7
16 Multifamily residential 39 7.1 9.2 78 8.8 4.6 6.9 8.1 9.5 5.1 41 56
17 Commercial ...... 11.6 18.4 21.7 239 20.2 253 254 20,3 20.1 27.4 232 14.0
18 Farm.............. 5.7 7.1 7.2 11.8 93 98 11.5 10.9 7.8 9.0 10.5 0.1
19 Other debt instruments . 50.7 91,1 116.2 135.5 7E7] 12881 1252 58.1 854 1243 1332 1152
20 Consumer credit .. 254 40.2 48.8 45.4 49 253 41.0 -3.3 13.0 294 21.2 (6.0
21 Bank loans n.e ¢ PN +.4 26.7 37.1 492 54 St 39.6 18.0 s2.7 47.7 54.6 846
22 Open market paper. ... ... ... ... 40 2.9 5.2 1.1 6.6 19.2 17.4 20.3 7.1 .7 27.6 34
23 Other.. ... ..o oo oo 16.9 213 251 297 249 331 272 23.0 20.7 360.5 298 12
24 By borrowing sector .......... e 184.9 263 6 3i4 8 343.6 288.7 2923 3322 268.8 308.5 217 202.9 272.7
25 State and ﬁ)ml governments . ... .. . 15.2 15 4 19.1 20,2 273 23 22,8 21.8 32.8 251 19.5 343
26 Households.. ............. .............. 89.5 137.3 1693 176.5] 1175} 1204 teS8] 1152 1198 1410 9991 1022
27 Farm....... ..... e 80.2 109 1263 1469 14391 1495 439 (3i&] 1559 1556 143.5 136.1
28 Nonfarm nonmrpnmtu e e 0.2 12.3 146 21.4 14.4 16.4 227 15.7 13.0 199 12.8 48
29 Corporate . .......... 15.4 28.3 324 34.4 KRR 40.5 37.0 27.5 40.2 41.8 39.3 256
30 Foreign......... ..... ... oo e 54.5 70.4 793 91.2 95.7 9R.6 84.2 88.6 102.7 93 ¢ 91.4 105.8
31 Corporate equitic e e 19.6 139 332 210 293 27.3 283 310 27.5 4.6 19.9 136
R Debt instruments. ........... ... .o 3 . -5 8 210 N 1.7 1.9 22 7 7 -2
3 Bonds........ e e e B 19.3 13.5 338 202 27.2 27.3 26.6 29.0 25.3 34.0 20 6 138
34 Bank loans n. e 8.6 S 42 3.4 & 55 49 2.0 4 33 7.6 21
35 Open market pay S e 5.6 3.1 191 2.3 1.5 a7 2.6 5.9 17.2 5.0 2.3 -2.0
36 U.S. government lu.m% ,,,,,,,,,,,,,, 19 2.4 6.0 12 10.1 139 163 15.7 L 4.5 20.6 7.1 11.3
Financial sectors
37 Total funds vaised ............................. 22.5 52,2 77.5 83.9 68.5 89.3 78.7 65.1 71.9 Y5.5 83.0] 1074
By instrument
38 U.S. government related 14.3 219 36.7 47.3 430 45.1 50.8 47.3 w8 42.5 47.8 61.1
39 Sponsored credit agency 2.5 7.0 231 24.3 24.4 o1 25.8 27.1 21.7 26.9 333 219
40 IVanlga ¢ pool seeurities ... ... .. 12.2 16.1 13.6 23.1 19 2 15.0 25.0 20.2 18.1 15.6 14 5 30.2
41  Loans from U.S. government . . ... 8.2 303 40.8 36.6 249 44.1 279 7.7 32.0 53.0 353 46.3
42 Private financial scctors ......... .. 2 34 25 3.2 7.2 86 26 7.5 6.9 9.7 75 16.1
43 Corporate equitics. 8.4 26.9 38.3 334 17.7 35.6 253 10.3 252 434 278 30.2
44 Debtinstruments....... .. ..., 9.8 101 7.5 7.8 7.1 8 1.7 9.9 4.4 - 2.1 4 -3.3
45 Corporate bonds . ... ..... 2.1 KR! 9 -2 4 -29 29 5.3 3.5 2.3 -3.5 1.7
46 Mortgages ... . . . -37 -3 2.8 -4 -4 2.2 ] . 9 3.7 7 22
47 Bank loans n.e.c. . 22 4.6 14.6 180 4.8 209 108 A 97 24.8 17.0 15.8
48 Open market pdel’ and RPs ......... -2.0 4.3 12.5 9.2 7.1 16.2 9.2 5.8 85 19.3 13.2 13.8
49 Loans trom Federal Home Loan Banks ... 225 522 775 83.9 68.5 89.3 787 65.1 719 95.5 R3.0 107.4
By sector
50 Sponsored credit d[,z,ncwq P 2.0 5.8 231 243 24.4 et 5.8 27.1 217 269 33.3 2t9
51 Mortgage pools .. ... ... 12.2 16.1 13.6 231 19.2 15.0 25.0 202 181 15.6 14.5 39.2
52 Private financial sceto 8.2 30.3 40 8 36.6 249 441 27.9 17.7 2.0 53.0 35.3 46.3
53 Commercial banks. . . . 2.3 L1 1.3 16 .5 4 1.8 8 3 2 ] Lo
54 Bank affiliates . Lol e e 5.4 20 7.2 6.5 0.9 8.3 4.9 5.8 8.0 6.9 9.7 9.3
55  Savings and loan associations ... ... ... A 9.9 143 1.4 6.6 131 1.2 B 13.2 19.2 6.9 16.4
56 Other insurance companies ... ... ... ... 9 1.4 8 9 1! W 9 1.0 1.1 1.1 1.1 1o
57  Finance companies ... .......... ... e.ns 4.3 16.9 181 16.6 6.3 141 11.0 6.0 0.5 17.3 11.0 4.1
S8 REITs ........... ..o e - 2.2 - 1.9 -9 3 {5 S N - 1.4 17 -0 3 *
59  Open-end investment compames ., ... -2.4 9 -1 1 5.0 7.7 8 5.5 4.5 89 6.5 14.5
All sectors
60 Total funds raised, by instrument. ... ... ... N 296.0 386.5 479.2 485.9 465.6 496.2 485.31 428.1 503.1 533.7 458.7_1 492.6
61 lavestment company shares.. ... ... ... - 2.4 9 1 A 5.0 717 8 58 45 8.9 Q.5 4.5
62 Other corporate equities ... .. 13.1 5.6 1.9 -39 17.11 - 10.6 -9 10.% 234 2.3 - 235 1.2
63 Debt instruments 285.4 379.9 477.4 489 7 443.5 499.1 487.1 418 475.2 522.5 475.7 476.9
64  U.S. governmer 83.8 79.9 90.5 84.8 122.9 132 0 97.0 1107 135.1 1245 140.7 160.1
65 State and local nbhg‘nums. . 15.7 219 28.4 29.8 35.9 32.9 328 307 41.0 35.1 30.6 46.8
66 Corporate and foreign bonds’ 41.2 36.1 31.8 342 411 28.5 35.2 49.3 330 26.0 30.9 17.3
67 Mortgages.... .. ..... e 87.1 12991 1510 1624 1340 1152 1547 1304 137.7 134.3 96.2 94 O
68  Comsumer credit. . .... ... 25.4 402 488 45.4 4.9 25.3 410 -313 130 29.4 21.2 16.0
69  Bank loans n.c.c. . 6.2 29.5 90 510 46.5 57.0 42,7 24.0 6.0 56.4 57.6 84.8
70 Open market pdpcr ‘and RPs. B 15.0 26.4 40.3 21.6 54.0 4.5 35.9 7.2 56.2 518 30.5
71 Other loans. RPN 17.8 274 41.5 41.8 36.6 53.7 39.2 3401 39.2 60.7 46.6 27.4
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1.59 DIRECT AND INDIRECT SOURCES OF FUNDS TO CREDIT MARKETS

Billions of dollars, except as noted; half-yearly data are at scasonally adjusted annual rates

1979 1980 1981 1982
Transaction category, or sector 1976 1977 1978 1979 1980 1981
2 i H2 1 2 il
S
| ‘Total funds advanced in uruhl murkets to nonfi-
nancial sectors ....... .. ..., 262,71 331.2| 4023 | 409.1 382.2 4i8.4 | 4110 3542 | 410.2) 436.7 400.2 385.6
By public agencies and foreign
2 Total net advances. ... ... 49.8 79.21 101.9 74.6 95 8 959 16101 1046 87.0 98.7 93.2 9.6
3 U.S. government sceuri . 23.1 349 36.1 6.3 157 172 16.0 2015 109 159 185 11
4 Resdential mortgages. ... ... . 12.3 20.0 287 35.8 7 234 36.7 4.9 28.5 204 25,5 47.1
5  FILB advances to mvmp and toans ... 20 4.3 12.5 9.2 71 162 9.2 5.8 8.5 19.3 132 13.8
6 Other loans and sccurities .. ... . 16.4 201 27.6 35.9 41.3 39.1 38.0 434 39.1 421 36.0 29.7
Total advanced, by sector
7 U.S. government . o . e 749 10.0 171 19.0 237 24.2 18.7 24.6 228 RYA 202 1.6
8 Sponsored credit agencies ... BRI 16 8 224 Ko S52.4 d44.4 40.0 S04 452 H 7 443 477 [
9 Monctary authotitics. 9.8 71 70 1.7 45 9.2 140 4.9 5.9 37 2211 a5
10 Foreign. ... .. R 15.2 396 38.0 4.6 230 16.0 11.3 19.9 2.5 309 2.2 258
11 Agency borrowing not inchuded in line 1 14.3 219 36.7 473 43.6 4501 S8 473 98 42.5 47 8 ol 1
Private domestic funds advanced
12 Total net advances. ... .. ..., . 2271 273.9 [ 37t 38LE [ 3299 36761 3008( 29091 30629 3K80.5 354.7 551
13 U.S. government SCCURIHES .« oo L 60.7 45.1 54.3 ot t | 107.2 LS4 0.5 90.2 1 1242 10BS 122.3 159.1
14 State and local obligations. . 15.7 219 28 4 29.8 35y 329 2.8 307 A 351 30.6 46.8
15 Corporate and forcign bonds 30.5 222 22.4 23.7 25.8 0.6 24010 3o 2001 18 6 227 4.4
16 Residential mortgages. .. . . 55.4 81.4 95.5 92.0 73.7 59.7 £4.0 0.6 778 88 405 25.0
17 Other mortgages and loans . ... 6291 107.0| 149.1] 154.3 94.4 I5S.3 | 1487 806l 83 ISKT 1518 133.5
18  Less: Federal Home {Loan Bank advances. ... 20 43 12,5 9.2 71t 1672 92 5.8 85 19.3 13.2 13.8
Private financial intermediation
19 Credit market funds advanced hy pnv‘nc tinan-
cial institutions. ... ... 1909 2007 3029 29221 2579 0L 20007 2454 2704 3203 276.3 KO
20 Commercial banking.. ... e 59.6 87.6 1287 121.1 997 1035 108 1 047 134 8 107.8 v9,2 1233
21 Savings institutions ... 702 8.6 73.6 555 S41 246 48,9 34.9 730 43.9 5.3 o
22 Insurance and pension funds. . 497 69.0 75.0 66.4 T 75.8 o1 84.3 od 4 758 758 93.3
23 Other finance ... ... . . 11.4 23.5 25.0 49.2 29 & 97 4 43.0 6l1.5 L9 Y8.R 95.9 423
24 Sources of tunds. ... S 19009 [ 2607 3029 2922( 2579 013 [ 2007 245471 2704 3203 270.3 289 4
25  Private domestic Lkpmm 124.4 138.9 141.1 142.5 167 8 2112 162 5 173 1 2120 2103 172 1
26 Credit market borrowing . . 84 26.9 8.3 334 177 3560 10.3 252 434 27.8 302
27 Othersources.... ......... ... 58.0 96.0 1 123.5¢ 1164 72.4 Sd.6 727 1 709 RER 871
28 l‘(m.ibn funds . ... .. - 47 1.2 6.3 25 (» 234 8.8 0.0 2604 7 168 o
29 Treasury balances o 1 4.3 0.8 2.0 -1 0.1 1.0 0.0 8.2 RN
30 Insurance and pension reserves .. 3.3 514 62.2 49 l 654 708 703 6.5 000 75.6 78.5
31 Other,net.. . . ... .. 285 91 48.3 41.3 32.6 0.4 28.0 30.6 A4 123 4d.4
Private domestic nonfinancial investors
32 Direct lending in credit markets . 44.7 390 70s(1229 8.7 Lo 1254 a7l 1177 91 s 106 2 us g
33 LS. government seeurites 15.9 24.6 36.3 6l 4 83 S04 549 233 533 430 57.7 6.2
34 State and logal obligations. 3.3 8 36 94 126 203 1.5 6.2 18.9 228 17 8 27.2
35  Corporate and foreign bonds . 1.8 51 29 10.2 9.3 79 169 78 0% v?2 06 - 230
36 Commercial paper......... e 1.9 9.6 156 121 34 5 1.0 8.1 1.4 1.4 8.4 6.9
37 Other ... . ... ... . . s 10,7 149 29 8 29 S0 27.0 32.5 13 423 29.0 247
38 Deposits and currency ... .. 13341 1485 | 1523 15t 1792 2210 [ 1499 17247 16 L[ 21806 2234 1704
39 Currency . ... . 7.3 8.3 93 7.9 10.3 95 6.3 9.3 1.3 5.8 13.2 20
40 Checkable deposits . 10.4 17.2 16.3 19.2 42 18 3 22.5 2.8 1.0 26.5 10.1 70
41 Small time and savings accounts....., ... 1237 93.5 03.7 61.0 79.5 46 0 S0.7 734 85.7 260.9 60.3 90 0
42 Moncy market fund shares .. . * 2 0.9 34.4 292 107 5 8.0 61.9 340 10400 110 8 39.7
43 lLarge time dcpuslls ...... 120 25.8 46.6 212 48.3 33 3.4 24.4 72.1 46 8 257 48,3
44 Sccurity R e 23 2.2 7.5 66 6.5 2.8 5.3 5.3 7.8 77 206 129
45  Foreign dcp()sl ,,,,,, 17 1.3 20 15 1 3 23 6 1.7 8 2 4.1
46 Total of credit market instruments, mpm‘ and
currency. . . .. e e 178.1| 187.5| 224.9| 274.8| 269.0 3228 27531 2341 3038 | 3l6.1 329.6 2659
47 Public support rate (in pereent) oo 19.0 239 253 18.2 251 2.9 246 29.5 212 22.6 233 238
48  Private financial intermediation (m pereent) 84.0 95 6 89 9 76.5 78.2 82.0 723 827 745 K58 779 #1 S
49 Total foreign funds . ... Lo 10.5 408 44.3 21.0 2 78 148 - S 30.3 4.6 +7
Mimo: Corporate equitics not mchided above
50 Total net issues...... . L . B 10.6 6.5 1.9 -3.8 22.1 -2.9 -7 16.3 27.9 11.2 ~17.0 15.7
SU Mutual fund shates ... . S 2.4 9 A 1 S0 77 .8 35 45 89 65 14.5
52 Other equities. .. ... .. e 13.1 5.6 1.9 39 171 106 9 10.8 23.4 2.3 23.5 12
53 Acquisitions by financial institutions . ... 125 7.4 4.6 10.4 146 229 14 8.6 0.7 253 20.5 222
54 Other net purchases .. .......... S 1.9 8 27 14.2 75 258 15.9 1.7 7.2 14.1 375 65

NOIES BY [INE NUMBE R,
1. Line 2 of table 1.58
2. Sum of lines 3-6 or 7- 10,
6. Includes farm and commercial mortgages.

11. Credit market funds raised by federally sponsored credit agencies, and net

isues of federally related mortgage pool secunties.

12. Line 1 less line 2 plus line 11. Also line ]‘) less line 26 pluos tine 32, Also sum

of lines 27, 32, and 38 less lines 39 and 4
17 Includes farm and commercial mnrtgugcs
25. Linc 38 less lines 39 and 45.
26. Excludes equity

and labilitics of forcign banking agencies to toreign attiliates.

29. Demand deposits at commercial banks.

30. Excludes net investment of these reserves i corpotate equitics.

sues and investment company shares Includes ine 18,
28. h)rugn deposits at commerctal banks, bank bortowings trom torcign branches,

31, Mamly retamed carnings and net miscellancous labilities.

32, Lane 12 less line 19 plus hne 26,

33 37, Lines 13 17 less amounts acquued by puvate fimance. Line 37 meludes
mortgages

39 Mamly an ottset 1o line 9

46, Lines 32 plus 38, o1 hine 12 Tess e 27 plus 39 and 45

47, Line 2lne 1.

48, Lane {9/0me 12

49. Sum ot hnes [0 and 28

50, 52, Includes ssues by tinancial isututions

Nowr. Full statements tor sectots and transaction types quartetly, and annually
tor tlows and tor amounts outstandig, may be obtamed trom Flow of Funds
Section, Division of Research and Statistics, Board of Governois ot the Federal
Reserve System, Washington, D € 20551,
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2.10  NONFINANCIAL BUSINESS ACTIVITY Selected Measures
1967 = 100; monthly and quarterly data are seasonally adjusted. Exceptions noted.

1982
Measure 1979 1980 1981
Jan Feb. Mar Apr. May June” July Aug.? | Sept.
1 Industrial production’. ........ .. ... ... . 152.5 147.0 1510 140.7 142.9 141.7 140.2 139.2 138.7 138.8 138.1 137.3
Market groupings
2 Products, total .............. ... 150.0 146.7 150.6 142.9 144.6 143.7 142.9 142.3 42,1 142.5 141.4 140.9
3 Final, total ........ 147.2 145.3 149.5 142.8 144.1 143.3 142.6 142.2 142.1 142.4 140.8 140.3
4 Consumer goods . . 150.8 145.4 147.9 139.6 141.8 141.5 142.1 143.6 144.8 1459 144.4 144.4
S Equipment ....... 142.2 145.2 151.5 147.2 147.3 145.9 143.4 140.4 138.4 137.6 135.8 134.6
6  Intermediate . . 160.5 151.9 i54.4 143.4 146.3 145.2 143.7 142.6 141.9 1429 143.6 143 4
T Materials ... 156.4 147.6 151.6 137.2 140.4 138.5 136.2 1343 133.5 132.9 1329 131.8
Industry groupings
8 Manufacturing ... ......... . ...... 153.6 146 7 150.4 138.5 140.9 140.1 138.7 137.9 1377 138.2 137.7 136.9
Capacity utilization (percent)'2
9  Manufacturing ................ 85.7 79.1 78.5 71.1 722 71.6 70.8 70.2 70.0 70.1 69.6 69.1
10 Industrial materials industries. .. ........ 87.4 80.0 79.9 714 729 718 76.5 69.4 68.8 68.4 68.3 67.6
11 Construction contracts (1977 = 100)>.. ... . 121.0 106.0 107.0 118.0 97.0 105.0 #8.0 94.0 111.0 98.0 12,0 112.0
12 Nonagricultural employment, total* 136.5 137.4 138.5 137.5 137.5 137.2 136.9 137.0 136.5 136.1 135.7 1353
13 Gouods-producing, total ......... 113.5 110.3 110.2 105.9 105.7 104.9 104.2 104.1 102.9 102.3 101.4 101.0
14 Manufacturing, total ... ......... .. 108.2 104 4 103.7 100.4 100.0 99.3 98.6 98.3 97.3 96.7 96.0 95.5
5 Manufacturing, production-worker .. ... 105.3 99.4 98.5 93.2 92.9 92.1 91.2 90.9 89.8 89.2 88.3 87.9
16 Service-producing ........ ... .. ... 149.1 152.6 155.0 154.8 154.9 155.0 154.8 155.1 154.9 154.6 154.4 154.1
17 Personal income, total ................. .. 309.7 3429 383.5 396.7 399.0 399.8 402.5 405.7 407.3 411.5 4129 | na.
I8  Wages and salary disbursements .. .. 289.8 317.6 3499 359.6 362.2 361.3 362.2 365.4 366.0 367.8 368.5| n.a.
19 r\%anufacluring e 24901 2643 288.1[ 286.1| 289.0| 286.4| 286.31 288.1] 288.4| 2883| 287.1| na.
20 Disposable gcrsonal income anL.2 3329 370.3 385.0 386 5 387.7 391.7 392.9 393.4 401.3 4023 | n.a.
21 Retail sales® .................. 281.6 303.8 330.6 326.0 3349 3335 337.4 347.1 336.4 3418 338.4 341.9
Prices’
22 Consumer ................cooiiiioiiias 217.4 246.8 272.4 282.5 283.4 283.1 284.3 287.1 290.6 292.2 2928 n.a.
23 Producer finished goods................. 217.7 247.0 269.8 2779 2719 2773 2773 271.7 279.9 281.7 282.4| n.a,

1. The industrial
back to January 197

2. Ratios of indexes of production to indexes of capacity. Based on data from
Federal Reserve, McGraw-Hill Economics Department, and Department of Com-
merce.

3. Index of dollar value of total construction contracts, including residential,
nonresidential, and heavy engmeering, from McGraw-Hill Information Systems
Company, F. W. Dodge Division.

4. Based on data in Employment and Earmings (U.S. Department of Labor).
Series covers employees only, excluding personnel in the Armed Forces.

S. Based on data in Survey of Current Business (U.S. Department of Commerce).

gmduction and capacity utilization series have been revised

6. Based on Bureau of Census data published in Survey of Current Business.

7. Data without scasonal adjustment, as published in Monthly Labor Review.
Seasonally adjusted data for changes in the price indexes may be obtained from
the Bureau of Labor Statistics, U.S, Department of Labor.

Note. Basic data {not index numbers) for scries mentioned in notes 4, 5, and
6, and indexes for serics mentioned in notes 3 and 7 may also be found in the
Survey of Current Business.

Figures for industrial production for the last two months are preliminary and
estimated, respectively.

2.11 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION

Seasonally adjusted

1981 1982 1981 1982 1981 1982
Series
04 o]] Q2 Q3 Q4 Q1 Q2 Q3 Q4 Ql Q2 Q3
Output (1967 = 100} Capacity (percent of 1967 output) Utilization ratc (percent)

1 Manufactoring ............ . ...... 145.0 139.8 138.1 137.6 193.9 195.2 196.4 197.7 74.8 -6 70.3 6%.6
2 Primary processing .. .. 143.5 137.1 132.3 131.5 197.5 198.6 199.5 200.4 72.7 69.1 66.3 65.6
3 Advanced processing ...... ... ..l 145.8 141.6 141.2 140.7 192.0 193.5 194.9 196.2 75.9 73.2 725 7
4 Materlals . ........... ... o 144.0 138.7 134.7 132.5 191.5 192.6 193.7 194.6 75.2 72.0 69.6 68.1
S Durable goods .............. ...l 140.2 130.9 1271 124.6 195.3 196.4 197.3 198.3 71.8 66.7 64.4 62.9
6  Metal materials . .. 99.5 90.9 77.0 .a. 142.1 142.3 1424 n.a. 70.1 63.9 54.1¢ n.a.
7 Nondurable goods ............ 164.5 161.0 156.8 154.0 1 213.1 214.6 | 216.1 217.4 77.2 75.0 72.6 70.8
8  Textile, paper, and chemical, 169.4 164.5 160 5 157.1 2239 22561 2273 2288 75.7 729 70.6 68.6
9 Textile . .............. 106 8 101.3 101.8] na. 141.6 142.1 142.4| na. 75.4 71.3 71.5| na.
10 Paper ..ot e e 147.0 146.1 142.0| n.a. 162.8 163.8 164.6 | n.a. 90.3 89.2 863 n.a.
11 Chemical . ..., 206.2 2000 194.0 na. 284 .4 287.3 289.6 | n.a. 72.5 69.6 67.0| n.a.
12 Energy materials .......................... 127.9 129.8 125.5 125.1 155.8 156.5 157.0 157.6 82.1 82.9 79.9 79.3
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2.11 Continued

Previous eycle! Latest cycle? g1 1982

Serics
Iigh Low High Low Sept, Jan. Feb. Mar. Apr. May June’ July” Aug.” Sept.
Capacity utifization rate (percent)
13 Manufacturing.. .. ...... 88.0 69.0 87.2 74.9 8.3 7.1 72.2 71.6 70.8 70.2 700 70.1 69.6 69.1
14 Primary processing...... 93.8 08.2 90.1 1.0 8.2 68.5 70.0 68.6 67.2 66.1 65.7 65.7 655 65.5
15 Advanced processing . . .. 85.5 o4 86.2 712 78.3 72.8 73.6 32 72.6 72.5 72.3 72.4 a8 71.0
16 Materials .............. . 92.6 69.4 88.4 73.8 80.0 71.4 72.9 7.8 70.5 69.4 68.8 08.4 68.3 67.6
17 Durable goods. .. 91.5 63.6 88.4 68.2 71.3 66 2 67.4 66.4 65.0 64.2 64.0 63.7 63.1 61.8
18 Metal materials. .. ... 98.3 o8 6 96.0 59.6 791 658 64.7 611 56.2 539 52.2 50.8 54} na
19 Nondurable goads .. .. 94.5 67.2 91.6 77.5 829 73.2 76.5 75.3 74.4 725 70.9 70.1 708 7.7
20 Textile, paper, and
chemical . .......... 95.1 65.3 92.2 75.3 82.1 707 74.4 73.7 72.5 70.6 68.8 67.8 68.4 69.6

21 Textile. .. 92.6 57.9 90.6 80.9 81.3 68.6 71.9 73.5 73.4 71.5 69.6 69.6 71.5F na
22 Paper. ... 99.4 72.4 97.7 89.3 957 87.6 90.7 89 4 87.4 86.1 85.3 85.3 87.7 n.a.
23 Chemical 95.5 64.2 91.3 707 792 67 4 71.3 702 690 66.9 65.0 63.7 636 n.a.
24 Energy matcrials. ...... 94.6 84.8 #8.3 #2.7 83.0 83.7 33.2 R1.8 80.2 79.9 79.8 80.1 79.6 78.3

L. Mouthly high 1973; monthly low 1975,

7. Preliminary;, monthly highs December 1978 through January 198(; monthly
lows July 1980 thiough October 1980.

2.12 LABOR FORCE, EMPLOYMENT, AND UNEMPL.OYMENT
Thousands of persons; monthly data are seasonally adjusted. Exceptions noted.

1982
Category 1979 1980 1981
Mar. Apr. May June July Aug Sept.
HOUSEHOLD SURVEY 1JATA
1 Noninstitutionel population! 166,951 169,847 112272 173,842 174,019 174,201 174,363 | 174,544 174,707 174,888
2 Labor force (including Armed Forces)! ... 107,050 109,042 110,812 111,521 111,823 112,841 112,364 112,702 112,840 113,178
3 Civilian labor force ................... 104,962 106,940 108,670 109,346 109,648 110,666 116,191 110,522 110,644 110,980
Employment
4 Nonagricultural industries? .. ....... 95,477 95,938 97,030 96,144 96,032 96,629 96,406 96,272 96,404 96,352
5 Agriculture ... ... oL 3.347 3,364 3,368 3,349 3,309 3,488 3,357 3,460 3,435 3,368
Unemployment
6 Number 6.137 7,637 8,273 9,854 10,307 10,549 10,427 10,790 10,805 11,260
7 Rate (percent of civilian labor force) . 5.8 7.1 7.6 9.0 9.4 9.5 9.5 9.8 9.8 10.1
8 Notin labor force ...................... 59,901 60,805 61,460 62,321 62,196 61,360 61,999 61,842 61,867 61,710
ESTABLISHMENT SURVLY DAIA
9 Nonagricultural payroll cmploymenlJ AP 89,823 90,564 91,548 90,304 90,083 90,166 89,839 89,5357 89,268" 89,038
10 Manufacturing .. ......... .. ...... ... 21,040 20,300 20,264 19,319 19.169 19,115 18,930 18,8137 18,6627 18.576
{1 Mining.............. 958 1,020 1.104 1,197 1,182 1,152 1,124 1,100 1,0827 1,080
12 Contract construction . ... ... 4,463 4,399 4,307 3,934 3,938 3,988 3.940 3,927 3,895 3,890
13 Transportation and public utilit 5,136 5,143 5,182 5,100 5,094 5,101 5.078 50447 5,024 5,023
4 Trade............. ....... Lo 20,192 20,386 20,736 20,655 20,584 20,652 20,595 20,6157 20,5447 20,488
15 Finance .. 4,975 5,168 5,330 5,336 5,335 5,342 5,352 5,3597 5,361 5,367
16 Service ... ... 17.112 17,901 18,598 18.904 18,929 18,963 18,988 19,0427 19,0427 19,054
17 Government . ....... .......... ...... 15,947 16,249 16,056 15,859 15,852 15,853 15,832 15,6357 15,6587 15,560

L. Persons 16 years of age and over. Monthly tigures, which are based on sample
data, relate to the calendar week that contains the 12th day; annual data are
averages of monthly figures. By detinition, seasonality does not exist in population
figures. Based on data from Employment and Earnings (U.S. Department of La-
bor).

2. Includes self-employed, unpaid tamily, and domestic service workers.

3. Data inctude all full- and part-time employees who worked during, or
received pay for, the pay period that includes the 12th day of the month, and
exchude proprietors, self-employed Fcrsuns, domestic servants, unpaid family work-
ers, and members of the Armed Forces. Data are adjusted to the March 1979
benchmark and only seasonally adjusted data are available at this time. Based on
data from Employment and Earnings (U 8. Department of Labor).
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value

Monthly data are scasonally adjusted.

1967 1981 1981 1982
Grouping pro- - ver-
por- e
hon 8¢ | Sept. | Oct. | Nov | Dec. | Jan. | Feb. | Mar. | Apr. | May | Junc | July | Aug.”| Sept.e
—. l

Index (1967 = 100)

MAIOR MARKY |

1 Totalindex. ...... ....... ........ 100,00 | 151.0 ] 150.6 | 1491 ] 146.3 | 143.4 | 140.7 | 1429 | 1407 | £40.2 | 139.2 | 138.7 | 138.8 | 138.1 137.3
2 Products, ...... ... ... ol 6070 1S06 ] 15100 14941 14751 1462 142,97 144.6 | 1437 142.9 | 142,3 (142,10 | 1425 | 1414 | 1409
3 Fmalproducts... ... 47.82 1 149.5 1 150.0 | 4891 147.2 | 146.3 | 142.8 | 144.1 1433 11426 11422 1 142 4 | 1424 | 140.8 | 14D.3
4 Consumer goods. ... ....... Lo 27,68 147.9 1 1478 1465 (4401 1420 1396 | 1418 | 14151 142.1 | 143.6 | 144.8 | (459 [ 144.4 | 1444
S Equipment. ..., . ... o) 20014 ISER | 1529 152 1 1515 | 1S2.14 147.21 1473 | 1459 | 143.4 | 140.4 | 138.4 | 137.6 | 135.8 134.6
6 Intcrmediate pmduus oo 12890 15440 1546 1SE4] 14BT 1 145.9 ) 143,41 1463 1 145211437 | 142.6 {1419 | 1429 | 1436 | 1434
7 Materials ... . ... . ... Lo 3929 1516 1525 1485 (446 (390} 1372 [ 140.4 | 138.5[ 136.2 | 1343 [ 1335 | 1329 [ 1329 | 1318

Consumer goods

8 Durable consumer goods ... .. ... 7.801 140.5 | 14047 1363 | 129.7] 123.2| 120.1] 1259 128.1 1 1307 | 132.6 | 1346 | 1372 | 132.8 1322

9 Automotive products. .. .. e 283 13795 139 1| 132,81 1217 | 119.21 1092 1175 | 125.01129.9 11389 | 143.0 | 1494 [ 136.7 | 135.0
10 Autos and uulity vebicles. .. ... . 203 11.2) 100 1017 K89 K7.5 7.6 ( K2.0 93.6 (1005 {1118 {1171 [ 1277 [109.6 | 1069
11 Autos ... L e 190 | 103.4 [ 103.3 92.5 8.1 78.1 6131 70.8 798| 87.2 96.1 | 101.9 | 114.6 96.1 96.3
12 Auto parts and allicd gnnds 801 2056 212.9| 2118 | 205.0 | 199.7 | 204.4 1 2078 | 204 5| 204.6 | 207.6 | 208.6 | 204.4 | 2052 | 2062
13 ilome goods ... ... R S.061 14200 1451 ) 13825 1340 ) 1254} 1263 ) 130.6 | 129.9) 1311 11291 } 129.9 } 130.3 | 130.6 | 130.7
14 Appliances, A/C, and TV . . ... 140 | H9.6 [ 119.0] 116.7] 107.7} 85.7| 100.6]103.5 97.0 1 102.7 | 100.5 | 100.4 | 102,7 {103.9 | 107.2
15 Appliances and TV ... . 133 ) 121.2) 1214 187 | 1087 86.6 1 101.6 | 104.1 97 4 1 103.1 ) 1015 | 108.8 | 106.1 | 1079 | ..

16 Carpeting and furnture ... . . 1,071 158.0) (586 152.6| 1469 1444 | 13795 1478 | 151 3 [ 1518 | 1459 [ 149.0 {1509 {150.3 | .. ...
17 Miscellaneous home goods. . ... 259 1474 1458 14397 1432 1391 | 1354 | 138.1 1389 | 138.0 | 1377 | 1349 | 136.8 | 137.0 135.6
I8 Nondurable consumer goods ... . ... 1979 15091 1508 | 1505 149.7 | (49.5 | 1474 | 148.1 146.8 1 140.6 | 147.9 | 148.8 | 149.4 | 149.1 149.2
1y Clothing.... ... ... . 429 1198 193 1781 M6 1 11381 1060] .. . | 15k.1 IRV T T T T I
20 Consumer s(dple\ R A 15.50 1 159 5 159.5( 159.64 1590 15941 1580 ] 159.2 149.6 | 158.3 | 159.0 11599 | 160.3 | 160.1 160.2
21 Consumer foods and tobacco ... 833 15037 149.57 150.7 | 15041 150.9 ] 150.0 | 151.1 168.0 | 148.1 [ 149.9 | 150.9 [ [51.2 PP R
22 Nonfood staples .. . Co 7071 1700 [ 171 0| 16991 169.0] 1693 [ 169.1 | 1687 | 217.8 § 17,0 | 169.5 | 170.4 | 170.8 | 17L.5 171.6
23 Consumer chemical prnducls. S 2,63 [ 22310 227.5) 223.0 | 2203 220.1] 220 1 | 2182 | 127.8 | 218.3 | 216.6 |219.8 | 221.3 | 2247 | ......
24 Consumet paper products ., ... 1,921 127.9 ) 127.7) 1269 1257 | 127.2) 2701302 | 147.6 ] 128.7 | 126.7 {1267 [ 1281 [129.0 | ......
25 Consumer encigy products . 2,62 147.7 | 1464 | 148 21 149.4 | 149.1 1489 [ 147.2 1704 | 1589 | 153.6 | 1528 | 151.4 [ 149.2
26 Residential utilities ... ..... P45 166.3 [ 162.8 | 166.2 ( 167.4 [ 167.5( 1723|1706 | 16901 174.5 | 1737 11700 {167.7 1 ... ...,

Fquipment

27 Business . ....... ... e 12,634 1811 1827 | 1805 | 179.01 179.0| 1722 | 171.6 15121 1649 11599 | 1567 | 154.6 | 151.6 149.2

28 Industrial ... oL P 677 16641 1689 1669 1651 | 164 0] 158111559 | 256.9| 145.9 | 138.9 {134.0 | 131.0 | 127.6 | 125.0
29 Building and minmng . . 1441 2862) 29361 2956 2938 294.6| 289.0|274.9 | 116.3|242.2 | 224.4 {209.0 | 200.4 [ 1905 | 183.0
30 Manufacturing. ... .. 385 1279 1293 1257 123.6] 1220 1169 1168 | 139.0 | (140 [ 1697 [ [07.5 [ 105.8 [ 103.8 | 102.2

3t Power...... ... L P 1471 1497 [ 1504 | (48.4 | 147.1 | 145.51 1374 | 141.1 180.5 [ 1348 { 1315 | 129.9 | 128,6 | 128.0 127.9
32 Commercial transit, farm ... .. o 5.80 1980 [ 198,51 196.21 19501 1963 | 1885 | 189.9 | 257.8 | 186.9 [ 184.1 | 183.0 | 182.0 | 179.3 | 177.1
33 Commeraal .. ... ... ... 326 25871 2642 259.8| 260.6 | 262.9| 256.1 2564 110.5 [ 253.1 §247.7 |247.5 | 248.4 | 246.7 | 2458
34 Transit ..... . o 1931 1254 ¢ 12101 120.6] 1166 117.5] 10903 110.4 84.9 1 1109 11109 | 108.3 | 106.3 {102.1 97.6
35 Farm... ... . o0 oL 67 | 1120 1021 W46{ 1017 98 9 884 | 951 107.0 1 83.5 85.8 84.1 76.9 742 .. ..
36 Detense and space.... ... ... 7500 1027 103.0 10451 1053 1070} 1052|1065 | 125611072 | 107.7 [ 107.6 | 109.1 1109.3 | 110.2
Intermediate products
37 Construction supplies ...... ...... o 6421 (409 139.7 | 135.2( 1304 127.0) 12421275 1646 {1236 [122.2 | 1231 | 1242 }125.0 125.2
38 Business supplies . ........... ... . 6471 1667 | 16941 167.5| 167.1 | tod.6} 1624|1651 184.5 [ 163.7 1 162.8 | 160.6 | 161.5 | 162.1 | ......
39 Commercial energy products ... ... Lid [ 17641 17421 1743 1770 1773 1817 184.1 130.7 | 1835 [ 1803 | 178.3 [ 178 1 { 178.6 | ......

Materials
40 Durable goods materials ...... ..., 20,35 ) 149.1 1 150.4 | 1456 | 141.0 ] 134.0 ] 12971324 | 130.7 ] 128.1 | 126.6 | 126.6 | 126.0 {125.2 | 122.7
41 Durable consumer parts .. ...... . 4581 [H45( (145 7.6 1028 92.9 86,91 922 94,1 94.7 98.9 ( 1G3.1 [ 1038 [ (Ut G 8.6
42 Equipment parts PPN 544 19021 192.7 | 190.3 7 188.7| 183.31 1772 | 180.1 177.5 1 173.9 | 170.0 | 1683 | 166.5 | 164.4 159.1
43 Durable materials n 1034 | 1423 | 1441 | 138.9 1329 126.1 | 123.6| 125.1 1222 | 1188 | t16 b | 11S.0 | 114.5 | 1153 | 1144

44 Basic metal materials ... 5571 H20 | 113 1| 1065F 06| 948( 945( 94.3 88.60 823 { 794 | 774} 758 | 764 | ......
45 Nondurable goods materials ... ..., 10471 17461 17551 170.6 | 164.7] 1583 ] 156.8 | 164.2 162 0] 160.3 ] 156.6 | 1535 [ 152.0 | 154.0 156.1
46  Textile, paper, and chemical

materials ... ... A 7.62 | 18141 18251 17641 1699 ] 161.9] 159111679 166.6 | 164.4 | 160.4 | 156.7 | 155.0 | 156.6 159.6
47 Textile materials, .. 185 H3.0] 1497 1116 1069 1020 97.3[102.2 ) 10451 1045 | 1018 | 99.1 [ 993 [102.1 | ......
48 Paper materials. 1.62 [ 150.6 1 155.1 | 14961 150.2] 141.2 § 1432 | 148.5 146.7 | 143.5 t 1418 | 1407 | 1409 | 145.0 | .. ...
49 Chemical nmtunls 4.15] 224.0 | 223.4 [ 2159 | 205.8 | 196.8 ) 193.0]204.9 | 202.2]199.3 11939 {188.7 | 1854 [ 1855 | . ....
50  Contamners, nondurable ... .. P 170 16931 1709 1667 163.5 161.91 162.4 ] 166 7 161,31 159.8 11572 11585 {1572 |16l6 | ... ..
51 Nondurable matersals nec. ... P14 13741 136.2 1371 1309 {28.6( 132411360 | 132411342 | 1306 | 124.8 | 1247 {12406 | ... ..
52 Encrgy materials ..., .. G e 848 1290 1289 1283 128.1| 127.4| 130,91 130.3 12821 125.8 [ 1254 [ 1254 | 126.1 | 125.5 123.6
53 Primary encrgy . L 4.65 | H5.0F 1741 64| 1156 1S9 119211195 | 1192 1173 | 1169 | 1166 | 1175 | 1164 | .....
54 Converted foel m‘ncrmls ...... . 3.82) 1459 | 1429 | 142.8 | 1434 141.4| 1451 | 143.4 1391 136.1 [ 1357 | 136.0 | 136.6 [ 1365 | ......

Supplementary groups
55 Home goods and clnlhlng ........... 935 LB I3L1| 1288 1259 1201} 117.07120.1 [ 189 [ 1189 | 1195 [ 1202 {121.0 | 120.9 | 1209
56 Energy, total. oo e 122230 1374 1368 1369 137.21 136.7 | 1395 (1389 | 1376 1367 [ 1365 {1362 [ 136.4 {1355 | 1345
57 Products. e e 3.76 | 156.4 | 154.8 | 156.1 | 1578 | 157.7| IS8.8|158.4 | 158.8 | 161.5 [ 161.7 | 160.5 }159.5 | 158.1 | .. ...
58 Materials ... ... 0 o0 . 84810 12901 1289 12831 128.1 | 127.4 | 130,9 ] 130.3 | 128.2 ] 125.8 ] 125.4 | 1254 | 126.1 | 1255 | 123.6
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1
2
3
4
S
6
7

9
10
Lt

12
13
14
15
16

17
18
19
20
21

22
23
24
25

26
27
28
29
30

31
32
33

34
35

1967 19Kt 1982
. ) SIC pro- | 1981
Grouping code | por- | avg.
non Sept. [ Oct. ) Nov. | Deco | Tan. | Febo | Mat | Apr. | May | June | July [Aug.*|Sept ©
— -
Index (1967 - 100)
MaJowr INDUSTRY
1205 155.01 1558 156. 1 (35 41 (54701874 PISS.G IS L PIS16 1B 8 11452 1142 7 111 9 ) 1908
‘‘‘‘‘ 6.30] 1422] 1450 453) 143.3] 142.6) 144 S | 42,4 | 1381 | 1341 J128.9 [ 1235 [ 1203 11182 | 115.7
569 169 1| 167.8[ 1681 168 9| 16821 {7018 11704 {1700 | 1700 [ 1709 [ 162 4 [ 167.6 | ta8 4 | 168.9
388 190 9] 188 3] 1804 1909 190.2] 195 2 | 192.5 | 1917 1 1931 | 1934 | 191.6 ] 1891 [ 190 3 1 190.9
87.05( 1504} 151 1] 148,00 14500 14200138 5 [ 1409 [ 1401 [ 1387 [ 1379 [ 137 7 [ 1382 {137 7 [ 1369
Nondurable . L 3597] 164 &) 165 9| 162 8E 160 3] 157411551 [ 157 8 V1S7T 3 [ 156 L {1550 { 1553 | 1559 {1569 | 1574
Durable........ ... .. .. SEO8] 140 5] 140 9] 137.8] 134.4| 3L 1270 [ 1293 {1282 {1267 [ (26 1 [ 1255|1250 | 124 3 | 1228
Mining
Metal ... 10 SHO12%T 12050 98] 1154 L0091 120 3 11208 | 1099 1108 Q0| 718 SR SKA o
Coal .. P e 091 141.3] 1619 16691 Lo 8] 145 3| 1479 [ 1536 0 | 15506 [ 146,2 { 149.2 [ [444 [ 1403 [ 1399 | 127.8
Oil and gas extraction . 13 4401 140 8] 148 8] HE9) 1484 15051150 S 1400 [ 1414 [ 1377 [ 1327 11291 [ 1273 {1239 | 121 8
Stone and carth mincials 14 TS 1294 1234 1220 1o 7] IS T[HIS8 (1205 [1216 [ 1196 [ 1146 | t06.6 | 103 8 | 1058 .
Nondurable manufacii ey
Foods. . ..., e 20 8750 1520 15070 IS4 1530 15281 1510 (1507 {1508 1149 7 | 1505 [ 1510 | 151.6
Tobacco products . . ... . 21 67 122 2[*122.41 124 3] 11967 H2.6{ 127 11267 11267 Ve b U861 1236 j 1199 .0 .
Textite mill products . ... 2 208 135.71 136.3| 132.5] 126,01 1228{ 1200 | 1258 | 12600 | 126 3 | 1235 [123.7 [ 1245|1207 |.
Apparel products .. ... 23 331 120.4] 1225] H7RE 113 8| M4 1| ... . . e AT P .
Paper and products. .. 26 3.21) 155.0[ 158.6] 153.3] 1526] (466|148 3 [ 1515 [ 1500 | 149 8 | 146 5 | 146.8 | 146.9 | 150.3 | 152.0
Printing and publishmg .. .. 27 4.72] 144.2] 1459 14560 143 4 530 145.0 [ 1464 [ 1459 | 144 2 PR 11426 | 144 3 § 1456 | 146.0
Chemicaly and products, 28 7741 2856 216 3] 208 8] 204.6) 199.8) 196 7 §201.3 1200 3 1 198.6 | 1936 11932 | 194.0 1 1959 ...
Petroleurn products AN 29 1790 129.7] 129,17 1283 128 0 1283 1233 [ (195 | 1203 11208 | 1222 [ 1243 [ 1247 [ 1197 [ 121.9
Rubber and plastic products ... ... 3 2.24| 274.0( 2822 276 04 204 t] 24731244 7 | 251 K | 2534 | 255.1 [ 257 0 [ 258 9 [ 256 8 | 258 7 .
Leather and products. . 3 86 693 69.7[ 712l 708 o656 63011 640 612 o6 6111 623 629] 624
Durable manufactures
Ordnance, private and government . 19 91 ded4| I B2 B2Sp 83| BSS[ 81| 838 | RIB| S22 B63 ) 86.5| B0.T | B7.5| HR.S
Lumber and products. .. . 24 Tod] 110 11323 1096 104 7] 10481 992 L1049 [ 1035 1106 2 [ 06 1122 [ 1169 | 1159
Furniture and tixtures ... .. .. 25 1 37) 157.21 1599 157.2] 1837 149.4] 1443 [ (484 [ 150 2 [ 1ST 8 [ 1S1 ] | 1525 [ 1540|1552
Clay, glass, stone products ... ... 32 274] 147 9] 147 3| 143.4) 1359 I3LS[ 1285 | 1350 [ 13LS | 1270 [ 1250 112611 | 1209 [ 1281
Primary metals .. 33 6.571 107.9] 108.6] 10231 966( 8IO 8LT| 885 | BIO| 7641 752 728y 729 7224 711
Iron and steel .. . .. 3312 421 998l 99.2[ 922 B7.2f 792 796 85 730 051} 624 S8O| SKt| 5§72 .
Fabricated metal products . 34 S O34 136.4[ 136.80 1338 1302 (2601 1207 | 1214 (1208 | 1191 [ LS8 FLIS.0 [ 11S.6 [ V1.0 [ 1120
Noneleetrical machinery 35 915 171 2] 17391 169 7| 167 9] 167.4] 1609 | 1600 [ 157 3 | 153 7 | 150.0 | 147 147.2 | 145.0 | 142.3
filectrical machmery.. ... 36 8 OS| 178.4[ 180,00 179.6] 175.7[ 170 74 168.2 1 172.9 [ 172 6 L1722 {1709 L (708 { 1703 | 169 &8 { 168.0
Transportation cquipment . 37 9270 116 1| 11420 L1061 106,01 FO37] 966 L1020 L1044 L1059 L OO0 {116 | 1127 11077 | 105.3
Motor vehicles and patts, ... ... 371 4501 122.3] 1204 1138 tOS 5] 1004 904 | 986 [10S6 1107 [ HOR (1240 [ 1272 [ 1177 | 14 &
Acrospace and miscellancous trans-
portation cquipment. .. 39 477 1102|108 5| 107.5] 106.8] 106 8] 1024 11053 [1032 | 1013 [100.8 | 99.9 | 99.0 | 982 [ v6.3
Instruments . ... o 38 200 170 3] 169 7) 108 6) 167 1] 166 8] 162.2 11045 [163.0 ] 162 8 | 1638 ] 164.8 | 1654 | 165.0 | 162.5
Miscellancous manufactures . 39 ST 1S4.7) 15420 ISESE ST 7] 147,00 1449 | 144 S | 1S3 [ 1446 [ 1417 | 1368 {1342 [ 1327 | 131!
I — S
Giross value (bilhons of 1972 dollas, annual rates)
T T ] B
Major MARKE |1
Products, total .. ... .. .o 507.4| 612.3] 611.5] 605.0| 597.6| 592.8| 577.4| 588.1| 586.8| 582.1| 586.1] 584.1( 583.7! §79.7} 5778
Final ..., o RN . 390 9] 474 1| 473 0| 470 11 465 2] 462 3] J4B.K[ 457 || 456.0] 453 5| 458.3[ 450 7] 4555 451 2| 448.9
Consumer goods.. . ..., 277.5] 318 0| 317.7] 3143 310 5| 307.2( 298.9( 306 37 306.9| 306.7{ 31231 313 4| 313.7) 3120{ 308
Equipment . . 113,41 156.1) 155.3] 1S58 154.7] 1551 14991 150.8| 149 7] 146.8| 146.07 143 5] 141 8] 139 3] 1381
Intermediate . .. H16.6]) 13821 138.4) 13497 132.4) 13057 12877 131.1) 130.2) 128 6) 127.8] 127 4] 128.2] 12R.5] 1289

1. 1972 dollar value.

Noik. Published groupimgs mclude some series and subtotils not shown sepa-

rately. For deseription and historical data, see Indusnial Production

1976 Revision

(Board ot Governors of the Federal Rescive Systenm Washungton, 1) C ), Decem-
ber 1977
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2.14 HOUSING AND CONSTRUCTION

Monthly figures are at scasonally adjusted annual rates except as noted.

1982
Item 1979 1980 1981
Jan. Feb. Mar. Apr. Mayr June” July’ Aug.
Private residential real estate activity (thousands of units}
New Units
1 Permits authorized ................... 1,552 1,191 986 803 792 851 879 944 929 1,062 886
2 lfamily........... 981 710 454 450 436 460 450 488 516 500 494
3 2-or-more-family 570 480 421 353 356 391 429 456 413 562 392
4Started. ... 1,745 1,292 1,084 885 945 931 882 1,066 98 1,195 1,002
S 1-family . 1,194 852 705 502 568 621 566 631 621 625 610
6 2-or-more-family ................ ... 551 440 379 293 377 310 316 435 287 570 397
7 Under construction, end of peried!.. ... 1,140 896 682 684 688 682 673 664 662 678 n.a.
8 lfamily................ ... . 639 515 382 394 400 399 393 382 385 381 n.a.
9 2-or-more-family 501 382 301 291 288 283 280 282 21 297 n.a.
10 Completed .......... ..o 1,855 1,502 1,266 1,063 920 926 962 1,138 935 991 n.a
11 lfamily....... . 1,286 957 818 640 545 585 596 684 580 673 n.a.
12 2-or-morefamily ... ............... 569 545 447 423 375 341 366 454 355 318 n.a.
13 Mobile homes shipped ................ 277 222 241 211 251 252 255 246 257 246 n.a.
Merchant builder activity in I-family units
i4 Numbersold.................... .. 709 545 436 399 376 380 335 395 372 352 359
15 Number for sale, end of period! 402 342 278 275 274 269 264 259 253 250 247
Price (thousands of dollars)?
Median
16 Unitssold ......................... 62.8 64.7 68.8 66.2 65.7 67.2 70.2 69.3 69.6 7.8 732
Average
17 Unitssold ..., 719 76.4 83.1 78.0 80.7 83.7 85.0 86.5 85§ 87.7 9.3
ExisTING UNITS (1-family)
18 Numbersold......................... 3,701 2,881 2,350 1,860 1,950 1,990 1,910 1,900 1,980 1,890 1,790
Price of units sold (thousands of doflars)?
19 Median. . .................. o 555 62.1 66.1 66.4 66.9 67.0 67.1 67.8 69.4 69.2 69.3
20 AVEFagE . ... it 64.0 2.7 8.0 79.8 78.8 79.1 79.4 80.6 82.3 82.0 82.4
Value of new construction® (millions of dollars)
CONSTRUCTION
21 Total put inplace. .................... 230,412 1 230,748 | 238,198 | 225,086 | 222,615 | 224,583 226,0957| 228,745 231,589 | 228,740 232,316
22Private ... 181.622 1 175,701 185,221 175,493 | 173,026 | 173,605 175,1427 | 179,941 182,651 1 180,301 182,087
23 Residential ,........ . 99,028 87,261 86,566 73,7137 69,161 70,040 | 72,3007 75,453 75,251 76,200 77,306
24  Nonresidential, total 82,594 88,440 98,655 | 101,756 103,865 103,565 102,8427 | 104,488 | 107,400! 104,101 104,781
Buildings
25 Industrial. ..................... 14,953 13,839 17,031 17,113 17,211 16,641 15,882 17,118 18,424 16,404 17,377
26 Commercial . 24,919 29,940 34,243 36,161 36,841 38,362 | 38,437 36,818 38,048 37,512 37,249
27 Other................ .. 7,427 8,654 9,543 9,558 10,002 9,880 9,897 10,427 10,579 10,130 10,501
28 Public utilities and other .......... 35,295 36,007 37,838 38,924 39,811 38,682 | 38,6267 40,125 40,349 40,055 39,654
29 Public...............o0 48,790 55,047 52,977 49,593 49,589 50,978 1 50,953 48,804 48,938 48,439 50,229
30 Military . ,648 1,880 1,966 2,092 1,459 2,317 1,7067 2,140 1,901 1,891 2,079
31 Highway ................0aa. 11,997 13,808 13,304 11,479 12,422 13,3071 12,113 11,655 13,073 14,119 13,424
32 Conservation and development ..., .. 4,586 5,089 5,225 5,232 5,301 5,056 5,4937 5,223 5,051 5,060 5,078
33 Other. ... 30,559 34,270 32,482 30,790 30,407 30,2981 31,6417 29,786 28,913 27,369 29,648

1. Not at annual rates.

2. Not seasonally adjusted.

3. Value of new construction data in recent periods may not be strictly comparable
with data in prior periods because of changes by the Burcau of the Census in its
estimating techniques. For a description of these changes sec Construction Reports
(C-30-76-5), issued by the Bureau in July 1976.

Nott., Census Bureau estimates for all serics except (a) mobile homes, which
are private, domestic shil)mems as reported by the Manufactured Housing Institute
and seasonally adjusted by the Census Burcau, and (b) sales and prices of existin
units, which are published by the National Association of Realtors. All back anﬁ
current figures are available from originating agency. Permit authorizations are
thosc reported to the Census Bureau from 16,000 jurisdictions beginning with 1978.
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2.15 CONSUMER AND PRODUCER PRICES
Percentage changes based on scasonally adjusted data, except as noted

12 months to 3 months (at annual rate) to { month to Index
level
ltem 1081 1982 1982 A,
1981 | 1982 1982
1967
Aug. Aug. A = 100)!
Sept. Dec. Mar. June Apr. May June July Aug.
CONSUMER PRICES?
1T ADftems ... o 10.9 59 12.8 5.4 1.0 9.3 2 Lo 1.0 .6 3 292.8
2 Commodities ................o0 ol 8.2 4.0 8.5 3.6 -8 7.8 -3 9 1.3 6 0 266.4
3 Food................. e 72 3.6 7.7 1.7 39 7.3 3 8 6 —.1 -3 287.4
4  Commodities le 8.7 4.1 9.0 43| -2.6 7.9 -5 9 1.5 8 2 2538
S Durable . ........ooooiiviiiin 8.7 59 10.8 1.2 35 14.1 6 1.4 13 3 3 244 6
6 Nondurable. . .. 8.7 2.0 4.6 3.8 —-4.9 1.9 - 2.2 7 2.0 1.1 2 263.6
7 Services . .. . 14 6 8.6 19.2 7.8 35 11.3 9 9 8 .6 6 338.9
8 Rent........... o 8.9 7.5 10.2 9.0 59 5.6 .2 R 4 1.0 S 226.0
9 Serviceslessrent.. ................... 15.4 8.7 20.4 7.6 33 1LY 1.0 1.0 9 S 6 360.5
Other groupin%v
10 Allitems lessfood............... oL 11.6 6.4 13.9 6.2 9 9.7 2 1.0 1.2 7 4 292.5
11 All items less food and energy .. 1.5 7.1 15.0 5.6 3.0 10.6 8 9 9 6 5 2719.8
12 Homeownership. ... 14.7 6.7 218 3 2.4 9.8 13 1.8 1.4 4 4 385.9
PRODUCER PRICES
13 Finished goods ......................... 80 4.0 34 5.5 9 4.1 l & ] KQ 6 282.4
14 Consumer . . . 7.4 36 2.8 4.5 67 3.5 Ki] 37 11r 6 6 2827
15 Foods.......... 4.0 1.4 1.6 -39 6.17 1.5 L7 Kl 5 .S 1 259.8
16 Excluding foods . B9 4.5 3.2 7.8 1.47 A7 7 .67 1.4 1.5 8 290,1
17 Capital equipment . . . . . 9.9 5.9 5.7 9.7 2.47 6.27 3 4 8 S 7 281.4
18 Intermediate materials® ................ 10.0 6 5.2 270 - 18 - 14r 8 A 3 5 1 316.3
Crude materials
19 Nonfood .. 20.8 - 29 1 - 6.0 -18.07 LIS Ry 1.87 6 1.0 . 471.1
200 Food............... ... ol . 5.4 - 4.2 —18.2 —25.5 23.3 24.3 15 2.7 K - 2.7 - 1.0 250.7
1. Not seasonally adjusted. 3. Excludes mtermediate matenals for tood manutacturing and manutactured
2. Figures for consumer prices are those for all urban consumers. animal feeds.

Sourcr. Buieau of Lubor Statistics.
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2.16 GROSS NATIONAL PRODUCT AND INCOME

Billions of current dollars except as noted; quarterly data are at scasonally adjusted annual rates.

1981 1982
Account 1979 1980 1981
02 3 Q4 01 Q2
Gross NATIONAL PRODUCE
Fotal .. 2,417.8 2,633.1 2,937.7 2,901.8 2,980.9 3,003.2 2,995.5 3,045.2
By source

2 Personal consumption LX[)LndIllllL\ 1.507.2 1.667.2 L.843.2 1,819.4 1.868.8 1.884 5 1,919.4 1,947.8

3 Durable goods . 2134 214 3 234.6 230.4 241.2 2296 2379 240.7
4 Nondurable anls ‘‘‘‘‘ 6000 670.4 734.5 729 6 741 3 740.5 749.1 755.0

5 Services . e 6Y3 7 782.5 K74.1 859 4 8863 908 3 932.4 952.1
6 Ciross private domestie investnent. . . 423.0 402 4 4718 475.5 486.0 408.9 414 8 4315
7 Fixed investment .. . el A e - 408.8 412.4 451.1 450.9 454.2 4557 450.4 447.7
8 Nontesidential . . . S e 290 2 309.2 340.1 3413 830 360.2 157.0 3522
9 SUHUCtures . .o L o e e 9¥.3 110.5 1207 127.0 132.7 139.6 141.4 143.6
10 Producers’ durable L(l\llplllhll( ..... 1919 198 6 216.4 2143 2202 220.6 215.6 208.6
1 Residential struetures .. . o 118.6 103.2 105.0 109.5 101.2 95 5 93.4 95.5
12 Nontarm, . 114.0 YR.3 97 1047 95.6 89.4 87.9 89.0
13 Change in business mventones ... 14.3 100 205 4.6 RIS 13.2 35.6 - 162
14 Nontarm co . 8.6 5.7 150 19.3 24.0 6.0 - 36.0 15.0
1S Net exports of poods and serviees .0 . .0 0 L 132 25.2 26,1 237 259 235 313 349
16 Exports.... . ... ... 2814 339.2 3673 368.9 367.2 367.9 3599 3658
17 lmports.. ... PR, 208.1 314.0 3413 345.1 M13 344.4 328.6 3309
18 Government pmch.t\u ot L_(rn(ls and services .. 474.4 5384 596.9 583.2 60,2 626 3 63().1 630.9
19 Federal . .. . Lo c o A 168 3 197.2 229.0 218.2 230 0 250 § 249.7 244.3
200 State and luL.l] . . e e e 306.0 341.2 368.0 365.0 370.1 3787 IR0 4 386.6

By mayon type of product
21 Fmal sales. total. 2.403.5 2,643 29173 28772 2,949 } 2,989.9 3.034.) 3.061.4
22 Goods.. ... Lo 1.065.6 1,141.9 1,289 2 1,276.0 1,317.0 1.208.5 1.269.4 1,283.1
23 Durable . 464 .8 477.3 528.1 S3K.2 547.3 5049 482.4 S05.9
24 Nondurable . 600.8 664.6 761 | 7378 7697 793.6 787.0 777.2
25 Services . R 11897 1,225.6 1.364.3 1.340.2 1,382, t.421.5 1.444.4 1,476.7
26 Structures. .. . L 262.5 265.7 284.2 285.0 2819 2833 281.7 285.3
27 Change in business mventories ... L 14 3 100 20.5 24.6 3Ly 13.2 35.0 16.2
2% Durable goods .. . Hr s 52 8.7 8.5 19.8 506 -30.9 - 0.6
29 Nondurable goods 38 48 11 ¥ 6.l 12.0 18.9 4.8 -9.6
30 Mt MO Total GNP in 1972 dollars .. 1,479.4 1,474.0 1,502 1,502.2 1,510.4 1,490.1 1.470.7 1,478.4
NAoNar INcoan

31 fotal . . 1,966.7 2,117.1 2,352.5 2,344 2,387.3 2,404.5 2,396.9 2,425.2
32 Compensation of employees 1.458.1 1,598.6 1,767.6 1.750.0 1,789 1 1.813.4 1.830.8 1.850.7
33 Wages and salanies, . . 1,237 4 1,356.1 1,494.0 1,479.4 1.512.6 1,531.1 1.541.5 1,550.6
M Government and w\ummnt Lnlupxms ‘‘‘‘‘‘ 236.2 260 2 283.1 279.8 2840 2923 296.3 300.0
KN Other ..., o 10014 1,095.9 12109 1,199 6 1.228.6 1,238.8 1,245.2 1,256.6
36 Supplement to wagces and salatics . F 2207 2425 273.6 270.6 276.5 282.3 289 3 294 ]
37 { ‘mployer contributions tor social msuranee . 105 8 115.3 133.2 1321 134 3 136 5 140 2 141.7
38 Othier labor income . - S 1149 127.3 140.4 138 4 1422 145.8 149.1 152.5
39 Proprctors’ meome! L 132.1 116.3 124.7 1238 1275 124 1 116.4 117.3
40 Busmness and pm!u,smn,n]l 16,2 96 9 0.7 101.2 100.4 99,5 98 6 99.9
41 barm! . . 39 194 240 225 271 246 7.8 i7.4
42 Rental mcome of persons? .. . .. L . 279 329 33.9 34.0 33.6 33.6 339 34.2
43 Corporate profis! 194.8 1816 190.6 18S.1 1931 183.9 1571 1554
44 Protits betore tax? 252.7 2428 232.1 2254 2333 210.5 171.6 1717
45 Invuunr) valuation Lui]uslmun . 431 43.0 - 246 228 230 17 1 4.4 9.4
46 Capital consumption adjustment. 148 17.8 16.8 175 - 171 155 10.1 - 69
47 Net mierest ... 1538 187.7 235.7 231.6 2440 2495 258.7 267 5

1 With mventory valuation and capital consumption adjustments
2 With capital consumption adjustment

~ULsgugs:

3. For atter-tux protuts, davidends, and the ike, see table 1,49,

Sounrdt,

Survey of Current Business (Department ol Commerce)
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2.17 PERSONAL INCOMLE AND SAVING

Billions of current dollars; quarterly data are at seasonally adjusted annual rates. Exeeptions noted,

1981 1982
Account 1979 19811 1981 -—
Q2 03 (02} Ot (0234
— o +—- O U J
P1RSONAL INCOME AND SAvING
1 Total personal income . . . L , . .. . 1,943.8 2,160.2 2,404.1 2,380.6 2.458.2 2,494.6 2,510.5 2,552.7
2 Wage and satary disbursements . . . 12376 1.3560.1 14939 1,479 4 1.5123 1,531.2 13410 1.556.0
3 Commodity-producmg industries . ... . . .. L 4384 468.0 SI08 072 S19 4 M7 Sid 3 3.6
4 Manufacturing ... ... . . . . 3339 354 4 386 4 380 Y 3929 RE 3851 3H5.0
5 Distributive industies. o0 - . e 03 4 KRt 014 358 7 300 5 3068.3 3714 375.4
6 Service industries . .. .. . o . AP 2597 297.5 3386 3337 3428 3528 3595 367.0
7 Government and g w\unmul[ LXHLI[”I\(‘\ L . 2362 260.2 283.1 279.8 283 8 292.4 296.5 300.¢
£ Other fabor meome . . . o s 1149 127.3 140.4 138.4 1422 ld5. 149.1 152.5
Y Proprictors’ income’ ... e S 1321 1163 124.7 123.8 127 5 1241 1o 4 117.3
10 Business and pmtcwun(lll . . 100 2 96.9 100.7 1ot 2 100.4 99 s 98.6 99.¢
I Farm' ... . o O 119 19 4 24.0 225 27.1 2406 178 17.4
12 Rental income of pcmms‘ S e 27.49 29 339 340 130 33.6 339 34.2
13 Dwvidends. ... .. e e A S8 §5.9 025 615 64 1 05,2 05.8 66 1
14 Personal mterest mmmL . P . . A6 250.3 085 320.6 3396 o 359.7 3720
IS ‘Transter payments . . 25003 297 2 3363 327.0 344.8 s 7 54,0 3ns 2
16 Old-age survivors, dlmhllnv dmi hmllh msumnu huutlls . 1318 (542 182.0 173.7 100 6 192 8 194.7 197 3
17 Lass: Personal contributions for social insurance . . 8it 88 7 149 104 1 100.1 167 0 110.6 L4
18 Fouats, Pegsonal mmcome . oL, P . . 1943 8 21602 2.404 .1 2806 2,458 2 2.494 .6 251048 2.552.7
19 Lrss: Personal tax and nontax payments | . P o 336.3 386.7 3842 3981 3932 393.4 401.2
20 LovArs: Disposable personal income . . . .. . 1,650.2 1.824 1 20092 1,996 5 2,060 0 2,101 4 21171 2,151.5
21 Lass: Pessonal ontlays .. . . P - e . 19535 L7107 8OO [ R 1925 7 194 7 turn 20072
22 BouAars. Personal saving .. AT . e v6.7 106 2 1302 1220 134 4 158.0 IRUN 144 3
Mimo
Per capita (1972 dollars)
23 Gross national product L . . 6,572 6,474 6,536 0,544 6,563 6,458 0,360 6,380
24 Personal consumption expenditmes L. L P 120 4.087 4,122 ENRA 4,134 4,088 4,104 4,121
25 Disposable personal income . o . . 4,512 4.472 4,538 1516 4,557 4,559 4.527 4,552
26 Saving rate (pereent) .. L. . R . . 59 KR o4 0.1 0.5 7.5 6.6 67
GROSS SAVING
27 Gross saving .. .. . . . . 422.8 406.3 471.5 482.4 490.0 470.3 428.8 441.5
28 Gross prl\"llL saving, .. . . 407 3 438 3 047 4889 5134 5477 52003 529.0
29 Personal saving .. - . . 90 7 106 2 130.2 1220 1344 158.6 1301 144.3
30 Undistributed mrpumu pmlm . . a4 S 389 44 4 42,0 4319 44 3 s 0.7
31 Corporate inventory valuation adulslmcnl . . . 431 430 26 28 234 17t 44 94
Capital comsumption allowane ey
32 Corporate . PR . . o . 1575 181 2 2002 202.9 2007 2160 2189 223.4
33 Noncorpotate . . . . 98 6 12,0 1239 1221 1255 128 7 1298 130.5
34 Wage accruals less disbursements, . . . 0 0 0 0 1 0 G 0
35 Government surplus, o deticat (), national nicome and
product accounts .. o . . 14.3 332 28.2 7a 248 7.8 90 7 875
36 Federal . . P L ce 161 ol 4 6.0 405 8.0 1017 118.4 -119.6
37 State and lnml . . - . . e 304 282 37 20 3.5 291 217 321
38 Capital grants received by the United States, net . AU 1t 1.2 1.1 b i1 b 0 0
39 Gross investment .. .. e I 421.2 410.1 475.6 4778 489.1 469.0 421.3 442.3
40 Ciross private domestic ... . .. . o . 4234} 402 4 471.9 475.5 486 0 468 9 414.8 4315
41 Nettoreign . ... .0 L . L I 18 78 41 23 RN 0.4 6.5 1.4
42 Statistical discrepancy .. . . . . = LS 3.9 -9 - 4.0 -~0.8 -17.2 ~71.5 8
I. With inventory valuation and capital consumption adjustments. Sourat Swiey of Current Rusiness (Department of Commerce),

2. With capital consumption adjustiment.
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3.10 U.S. INTERNATIONAL TRANSACTIONS Summary

Millions of dollars; quarterly data are scasonally adjusted except as noted.!

1981 1982
Item credits or debits 1979 1980 1981
Q2 Q3 04 Qlr Q2r
1 Balance on current acCount ...........vviiienn ciaie o - 466 (,520 4,471 1,399 751 - 927 1,088 2,062
2 Not scasonally adjusted. ... . .......... ..... o e P 1,975 - 1,834 1,293 742 2,680
3 Merchandise trade balance? .. ... ... oo 27,346 ~25,338 ~27.889 - 6,547 - 7.845 ~9,185 - 5873 —5,784
4 Merchandise CXpOrs .. .. L 184,473 224,237 236,254 60,284 57,694 57,593 55,780 55,094
5 Merchandise imports . - 2118191 —249.5751 —264,143 — 66,831 -~ 65,539 -66,778 1 - 61,653 - 60,878
6 Military transactions, n¢ o L ~2,038 - 2472 ~ 1,541 - 587 6! -528 167 371
7  Investment income, m,t‘ ....... . 31,215 29,910 33,037 8,201 8,183 8,529 6,861 7, 672
&  Other service transactions, net | RPN 3,262 6,203 7,472 1,842 2.160 2,127 1,981 1,535
9 Remittances, pensions, and other transfers .. ... ... -2,011 -2,101 ~ 2,104 - 524 —558 - 562 - 5§75 - 662
10 U.S. government grants (excluding miltary) ....... . -3.549 — 4,681 - 4,504 - 986 —1,250 - 1,308 ~1,473 - 1,070
11 Change in U.S. government asscts, other than official re-
serve assets, net (increase, —) .. ... ol - 3,743 —-5,126 - 5,137 - 1,518 -1,257 - 987 -904 --1,559
12 Change in U.S. official reserve assets (increase, - ) ....... -1.133 - 8,155 -5,175 - 905 -4 262 ~ 1,089 - 1,132
13 Gold...........o.o oo o . —65 0 0 0 0 0 0 0
14 Special drawing rights (SDRs)............. ... ... .. - 1,136 - 16 - 1,823 -23 -225 - 134 --400 —241
15 Reserve posmon in International Monetary Pund A — 189 - 1,667 --2,491 - TR0 - 647 - 358 —547 - 814
16 Foreign cutrencies . .............oo oo s Ll 257 -6,472 -~ 861 - 102 868 754 - 142 -77
17 Change in U.S. private assets abroad (lntrcdsc - —59.469 72,746 - 98,982 19,143 15,996 - 469521 - 29208 | 31,924
18  Bank-reported claims. . T, e -26213 --46,838 — 84,531 - 14,998 ~15,254 - 42,645 - 32,708 | -33.866
19 Nonbank-reported claims . e .. P 3,307 3,146 --331 2,470 855 — 508 4,112 n.a
20 U.S. purchase of foreign sccurmu. ncl .. - 4,726 -3,524 —5,429 -1,511 --618 -2,843 531 —409
21 U.S. direct investments abroad, net’. ..., .. -25,222 —19,238 - 8.691 - 5,104 -979 -956 --81 2,351
22 Change in foreign official assets in the United States
(Increase, ). ... .oooiii i - 13,697 15,442 4,785 - 2,860 —-5.835 8,119 ~-3,122 1,935
23 U.S. Treasury securitics .. . e . . —22.435 9 708 4,983 - 2,063 -4.,635 4,439 —1.344 — 2,087
24 Other U.S. government Ul)hgatmns ........... RPN 463 2,187 1,289 536 545 — 2406 —296 258
25  Other U.S. government habilities® .. ... .. .. .. B ~73 561 --69 48 -337 275 182 361
26 Other U.S. labilities xeporlud by U.S. banks . e 7.213 -159 - 4,083 - 2,028 --2,382 3,436 1.516 3,367
27 Other foreign official assets® ...~ ........... ... ...... 1.135 3,145 2,665 647 974 215 216 36
28 Change 1n forcngnjpnvalc assets in the United States
(increase, +)° . ... o . 52,157 39,042 73,136 16,324 22,715 30,988 28,203 29,248
29 U.S. bank-re urtcd liabilities, P 32.607 10,743 41,262 7,663 16,916 20,476 25,423 22,006
30 U.S. nonbank-reported liabilwies .. ... ... .. .. . 1,362 6,530 s32 —162 1006 - 457 -982 n.a.
31 Foreign private purchases of U.S. Treasury sccurttic ‘et 4,960 2,045 2,932 750 - 446 1,238 1,277 2,074
32 Forelgn purchdses of other U,S. securities, net. . . 1,351 5,457 7109 3,533 761 396 1,319 2.495
33 Foreign direct investments in the United States, net’ .. 11,877 13,666 21,301 4,540 4,478 9,335 1,166 2,673
34 Allocation of SDRs ... ............. ... ... 1,139 1,152 1,093 0 0 0 0 U]
35 Discrepancy N 25,212 28 870 25,809 6,703 - 374 9.497 5,032 1,370
36 Owing to seasonal adjustments .............. ... o] e T 503 ~2.144 2.474 - 899 577
37  Statistical discrepancy in recorded data before seasonal
adjustment ............. ..o Lo 25,212 28,870 25,809 6,200 1,770 7,023 5,931 793
Mi:mo:
Changes in official assets
38 U.S. official reserve assets (inciease, “).... ..., ..... ~ 1,133 -R,155 -5.175 —905 -4 262 - 1,089 -1,132
39 Formgn official assets in the United States
(mcreaic e . - 13,624 14,881 4.854 - 2,908 - 5,498 7.844 ~-2,940 1,574
40 Change in Organization of Petrolcum Exporting Countrics
official assets in the United States (part of line 22
ADOVE) . .ot i e e s 5,543 12,769 13.314 2,786 2,935 2,230 4,988 3,072
41 Transfers under military grant programs (excluded from
lines 4, 6, and 10 above) ...... ..., 0 o 465 631 602 214 132 64 93 126
1. Seasonal factors are no longer calculated for lines 12 through 41. 4. Primarily associated with militury sales contracts and other transactions ar-
2. Data are on an international accounts (IA) basis. Differs from the Census ranged with or through foreign official agencics.
basis data, shown in table 3.11, tor reasons of coverage and timing; military exports 5 Consists of investments in U S, corporate stocks and in debt sccurities of
are excluded from merchandise data and are ncluded in line 6. private corporations and state and local governments,

3. Includes reinvested earnings ot incorporated affiliates.
NoTL. Data are from Burcau of Economic Analysis, Survey of Current Business
(U.S. Department of Commeice).
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3.11  U.S. FOREIGN TRADE
Millions of dollars; monthly data arc scasonally adjusted,
1982
Item 1979 1980 1981 O - S
Feb. Mar. Apr. May June July Aug.
| | —_t
1 EXPORTS of domestic and foreign
merchandise excluding grant-aid
shipments ............. F 181,860 220,626 233,677 18,704 18.602 17.843 18.218 18,822 18,026 17.498
2 GENERAL IMPORTS including mei-
chandise for immediate consump-
tian plus entries into bonded
warehouses .. ... ... 209,458 244 871 261.305 19,000 20,349 17,387 20,558 21,310 19,559 23,494
3 Trade balance. .. —27,598 —24,245 -27,628 -~ 387 - 1,747 456 ~ 2,340 — 2,488 ~1,532 ~5,9%

Nott.. The data through 1981 1n this table arc 1eported by the Buicau of Census
data on a free-alongside-ship (£.a.5.) value basis - that is, value at the port ot export.
Beginning in 1981, foreign trade of the U S, Virgin Islands is included i the Census
basts trade data, this adjustment has been made tor all data shown in the table.
Beginning with 1982 data, the value ot imports are on a customs valuation basis.

'%hc Census basis data differ from merchandise trade data shown in table 3.10,
U.S. International Transactions Summary, for reasons of coverage and timing. On
the export side, the largest adjustments arc: {1} the addition of exports to Canada

3.12 U.S. RESERVE ASSETS

Millions of doltars, ¢nd of period

not covered i Census statistics, and (2) the exclusion of nuditary sales (which are
combined with other nulitary transactions and reported separately in the “service
account™ i table 3 10, fine 6) On the impors side, additions ar¢ made for gold,
ship purchases, imports of clecticity from Cimada and other transactions; aulitary
payments are excluded and shown separatety as indicated above

SOURCL 11900 “Summary of U.S. EBxport and Impost Merchandise Trade™
(U.S. Depariment ot Commeree, Burcau of the Census).

1082
Type 1979 1980 1981 — e
M. Apr. May June July Aug. Sept.
L Totall ... ...... . ... 18,956 26,756 30,078 29.944 31,552 30,915 30,671 31,227 31,28 30,993
2 Gold stock, including Fxchange Stabil-
cation Fund', .. .. .0 L L 11,172 1,160 11151 L1150 LL 49 11144 IANED] IRREN] 11,148 11,048
3 Special drawing rights?? . 2724 2,610 4.095 4.300 4.294 4,521 4,461 4.591 4.601 4,809
4 Reserve position in International Mone-
tary Fund?. .. . 1,253 2,852 5,085 5,307 0,022 0,009 6,062 6,380 6,433 6,406
5 Foreign currencies® > ... oo 3807 10,134 9.774 9121 10,097 9,146 8.999 9,101 9,081 8,630

1. Gokld hetd under carmark at Federal Reserve Banks tor toreign and ter-
gemonnl accounts is not included in the gold stock ot the Umted States; sce table
3.13.

2 Beginning July 1974, the IMF adopted a technigque for valumg the SDR based
on a weighted average of exchange rates for the currencies of member countrics.
From July 1974 through December 1980, 16 cuniencies were used; from January
1981, 5 currencies have been used. The U.S. SDR holdings and reserve position
n the IMF also are valued on this basis beginning July 1‘)%4,

3. includes alocations by the International Monctary Fund ot SDRs as totlows
$867 million on Jan, 1, 1970; $717 mutlion on Jan. 1. 1971, $710 milhor on Jan. 1,
1972, $1,139 million on Jan, 1, 1979: $1,152 milhon on Jan. 1, 19805 and $1,093
willton on Jan. 1, 1081, plus net tramsactions in SDRs,

4. Begmning November 1978, valued at curtent market exchange rates.

5. Includes TS government securities held under repurchase agreement against
1eceipt of toreign cutrencies, il any

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS

Millions of dollars, end of period

Assets 1979 19RO
1 Deposits. . ... . 429 411
Assets held in custody
2 U.S Treusury securities! | 95,075 | 102,417
3 Barmarked gold? .. 15,169 14,965

1981

104,680
14,804

1982
Apr May T June July Aug. Sept
505 960 308 SRS 982 347 396
103,904 102,340 102,112 113,292 106,696 104,136 16, 147
14,798 14,788 14,778 14,777 14702 14,761 14,726

1. Marketable U.S. Treasury bills, notes. and bouds; and nonmarketable U.S
Treasury securities payable in dollars and in forcign curiencies.,

2. The value of carmarked gold ncreased beeause ot the changes i pae value
of the U 8. dollar in May 1972 and m October 1973

Not bxchudes deposits and UK. Treasury seeutities held for international and
tegional orgamzations Farmarked gold is gold held tor toreign and inteimational
accontts and ss not inchsded i the gold stock of the Umited States,
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3.14 FOREIGN BRANCHES OF U.S. BANKS Balance Sheet Data
Millions of dollars, end of period
1982
Asset account 1979 1980 1981
Jun, Feb. Mar Apr. May June Julyr
N -
All toreign countries

1 Total, all currencies. . ..... .. ....... 364,409 401,135 462,790 459,998 461,249 463,663 460,225 461,591 458,570 465,155
2 Claims on United States . ... 32,302 28,400 63,540 69,794 69,539 75,745 77914 79,006 83,538 82,727
3 Parentbank ............ .. . 25,929 20,202 43,064 49,206 47,996 51978 54,503 56,152 57,969 55,337
4 Other... ... e 6,373 8.258 20,476 20,588 21,543 23,767 23,351 23,454 25,569 27,390

5 Claims on foreigners .. . 317,330 354,960 379,102 370,124 371,644 368,678 362,690+ 362,271 356,160 363,190
6 Other branches of pdrcnt b.mk .. 79,662 77.019 87,840 89.010 88,637 86,853 86,186 88,408 87,254 88,918

7  Banks.. C e 123,420 146,448 150,892 145,528 146,317 146,960 142,387 139,400 137,362 142,707

8  Public h()rrowus ........ R 26,097 28,033 28,197 26,568 26,851 26,333 25,590 24,989 25,226 24,641
9 Nonbank forcigners .. ... .... 88,151 103,460 12,173 109,018 109,839 108,532 108,527 | 109,414 106,318 106,924
10 Other assets ......... 14.777 17,715 20,148 20,080 20,0066 19,240 19.621 19,714 18,872 19,238
i1 Total payable in U.S, dollars. . ..... . 267,713 291,798 350,678 351,125 353,001 355,535 354,349 | 351,757 353,545 359,489
12 Claims on Umited States .............. KINvA 27,191 61,939 08,241 67,983 74,226 76,410 78,000 81,971 81,084
13 Parentbank .. ... ... .. .. . 25,632 19,896 42,518 48,623 47,402 51,389 54,107 55,607 57,472 54,658
14 Other............. ... .. 5,539 7.295 19,421 (9,618 20,581 22,837 22,303 22,333 24,499 26,426
15 Claims on toreigners, . P 229,120 255,391 277,085 270,696 272,903 209,548 263,047 201,822 260,301 266,603
16 Other branches of pan,nt bank ..., . 61,525 58.541 69,403 71,994 72,094 70,377 69,409 70,795 70,435 71,952
17 Banks....... .. ..... . 96,261 117,342 122,253 117,148 118,227 117,371 113,673 1 1107837 110,064 115,012
18 Public horrowers . 21,629 23,491 22,877 21,180 21,483 20,632 20,170 19,579 19,944 19,293
19 Nonbank fon:igncrs 49,705 56,007 62,552 60,369 61,099 61,168 59,795 60,0657 59,858 60,346
20 Other assets . ... 7.422 9.216 11,654 12,188 12,115 11,761 11,892 11,935 11,273 11,802

_ - i
United Kingdom
21 Total, all currencies.. ... .. . ...... 130,873 144.717W 157,224 157,892 162,351 161,471 159,481 | 161,036 158,466 163,899
22 Claims on United States 1,117 7.509 11,823 13,935 15,884 16,343 17,676 2,155 20,744 24,301
23 Parentbank .. ... ..., 9,338 5,275 7.885 10,264 12,044 12,446 13,750 15,854 16,768 20,019
24 Other.. ... ..... 1,779 2,234 3,938 3,671 3.840 3,897 3,920 430t 3.976 4,282
25 Claims on forcigners... ....... P 115,123 131,142 138 888 137,953 140,197 139,292 135634 [ 134,845 131,800 133,418
26 Other branches of purcn( bank . .. 34,29) 34,760 41,367 41,468 40,935 41,186 39 811 39,021 37.696 36,704
27 Banks........... A 51,343 58,741 56,315 56,164 57,975 56,940 55,548 54,6747 54,727 56,428
28 Public borrowers . e e 4919 6,088 7.490 7,249 7,370 7.541 6,822 6.603 6,595 0,456
29 Nonbank mrelgncn ...... 24,570 30,953 33,716 33,072 33.917 33,625 33.456 33,8877 32,842 33,830
30 Other assets 4,033 6,066 6,518 6,004 6,270 5,836 6171 6,063 5,862 6,180
31 Total payable in U.S. dollars. .. 94,287 99,699 115,188 116,870 124,432 120,432 7,914 | 119,586 120,002 125,040
32 Claims on Umited States ... ... ..... 10,746 7.116 11,246 13,438 15,391 15,842 17,182 19,608 20,256 23,760
33 Parent bank AN 9,297 5,229 7.724 10,098 11881 12,293 13,623 15.663 16,599 19,790
34 Other.. ..... 1,449 1,847 3.525 3,340 3,510 3,549 3,559 3,945 3,657 3970
35 Claims on foreignetrs. ....... ... o 81,294 89,723 99 850 99,473 101 861 100,500 96,595 95,926 95,857 97,153
36 Other branches of parent bank ... . 28,928 28,268 35,439 35,875 35,647 36,055 34,240 33,922 32,567 31,461
37 Banks........ ... 36,760 42,073 40,703 40,610 42,453 40,732 40,070 39,593" 40,479 42,515
38 Public borrowers ... 3319 4,911 5,598 5423 5,467 5,360 4,717 4,507 4,655 4,513
39 Nonbank foreigners . ... 12.287 14,471 18,113 17,565 18,244 18,353 17,568 17,9047 18,1560 18,6604
40 Otherassets .... ... viviviven o 2,247 2,860 4.092 3,959 4,180 4,090 4,137 4,052 3,889 4,127
1
Bahamas and Caymans

41 Total, all currencies. . . . 108,977 123,837 149,051 146,585 142,853 143,795 142,941 139,836 141,607 140,828
42 Claims on United States .. ....... 19,124 17,751 46,343 50,647 49 0ol 54,019 55,533 54,316 56,662 52,479
43 Parent bank ...... ... .. . 15,196 12.631 31,440 35,453 32.704 35,311 37,013 36,009 35,987 30,278
44 Other........ s 3,928 5.120 14,903 15,104 16,356 18,708 18,520 18,217 20,675 22,201
45 Claims on foreigners. . .. e 86,718 101.926 98,205 91,538 89,405 85,465 83,124 81,191 80,948 84,310
46 Other branches of parent lmnk .. 9,689 13,342 12,951 14,084 14,384 12,035 12,640 (4,248 15,479 17,521
47 Banks. ... o oo . 43,189 54,801 55.299 50,754 48,951 47 867 45,768 43,165 42,521 44,208
48 Public borrowers ..., .. PPN 12,908 12,577 10,010 8,713 8.584 7,980 7.847 7.348 7,314 7.018
49 Nonbank foreigners ... ... ... 20,935 21,146 19,945 17 987 17,486 17,583 16,869 16,430 15,634 15,563
50 Otherassets ... .. ... ..o 3,135 4,160 4,503 4,400 4,388 4,311 4,284 4,329 3,997 4,039
51 Total payable in U.S, dollars. ....... . 102,368 117,654 143,646 141,447 137,842 138,748 137,840 134,925 136,639 135,349
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Total, all currencies. .

T'o United States .
Parent bank . ... .
Other banks in United Stz
Nonbanks .. ... ..o

To foreighers .
Other branches of pdrun ‘Duank .
Banks....... ..., .
Official institutions . ... ..
Nonbank foreigners .

Other liabilities ...

‘Total payable in 1.8, dollars .

To United States ... . ... ...
Parent bank .

Other banks in United Statcs
Nonbanks .

To foreygners ... ... ...
Other branches of p.irun bank .
Banks.

Ofticial insti
Nonbank toreigners

Other liabilities

Total, all currencies, ... ... ..

To United States . ... ...
Patent bank .
Other banks mn Umited States .
Nonbanks .. .....

To foreigners ..........
Other branches ot pdn nt bank
Banks.. ... . ... ...,
Official institutions .
Nonbank mrugnu« ..

Other liabilities .. ..
Total payable in U.S. dollars. . ..

To United States .
Patent bank ... ... S
Other banks in Unied States ..
Nomnbanks . ... ...... .

To foreigners ... ., ... L.
Other branches of p arcat bank
Banks. ..... ... ... .
Ofticial institutions ... ...,
Nonbank torcigners .

Other liabilities . ... ... ... ...,

Total, all currencies . ...

To United States . e
Patent bank ... ... ...
Other banks in Umited Statcs
Nonbanks ...

To foreigners .. .. ...
Other branches ot paunl ‘bank .
Banks. . .
Official institutions .. ... . .
Nonbank foreigners ... ...

Other liabilities .. ..

Total payable in U.S. dollars.

1982
1979 1980 19K} —
Jan. Feb Mar. Api May June July?
— S
’— All toreign countrics
364,409 401,135 462,790 459,998 461,249 463,663 460,225 461,591 458,570 465,155
. 661,689 91,079 137,712 144,175 145,487 150,847 153,004 156,103 160 881 163,782
24,533 39,286 56,143 56,047 55.378 58,7660 560,881 560,234 59,016 60,746
13,968 14,473 19,343 19,880 22,052 24,431 26,026 27680 29,7114 31,584
28,188 37,275 62,226 08,242 67,457 67,640 70,157 72,189 72,154 71,452
283,510 295411 305.630 296,183 296,188 203,369 286,969 284,373 278,216 281,73
77.640 75773 86,400 85,044 84,351 85,581 84,150 85.031 84,547 RO8LS
122,922 132,116 124,896 118,512 118,939 17,069 111,660 107,337 104 894 106,217
35,668 32,473 25,997 25,124 24,625 23,039 22,340 22,703 19,909 20,240
47,280 55,049 08,331 606,903 68,273 67,680 08,81y 08,702 68,860 08,453
14.210 14,690 19,448 19,640 19,574 19,457 20,1492 PARER 19473 19,642
273,857 303,281 364,390 364,005 366,485 369,503 366,655 364,327 369,109 375,650
64,53() 88,157 134,045 141,163 142,521 147,790 149,960 152,973 157,684 160,527
23.403 37.528 54,201 53,969 53,385 56,701 54,820 54,272 56,988 58,705
13,771 14,203 19,029 19,759 22 441 24,190 25,689 27,268 375 31,252
27,356 360,426 61,325 67,435 66,725 66,899 69,451 71,436 71.321 0,510
201514 206,883 217.602 210 860 212918 210,267 204,084 202,547 200,027 203,905
60551 58,172 69,309 09,144 0K, 187 69,497 08,047 68,540 08,547 70,457
81,691 87,497 79 584 74,293 76,101 73181 69,276 66,627 65,567 66,788
29,048 24,097 20,288 19,937 19,322 18,120 {7,491 17,000 15,368 15,744
31.224 36,517 48,421 47 481 49,305 49,4069 50,170 49,480 50,545 50916
TRIZ 8,241 12,143 11,082 L1449 11446 71 12,807 11,398 11.218
E— R B By ! A
United Kingdom
R __lyﬁﬁ — -
130,873 144,717 157,229 157,892 162,351 161,474 159,481 161,036 158,466 163,899
20,986 21,785 38,022 40,7608 43,358 42 481 41,880 43,882 444 080 46,589
3.104 4,225 S.4dd 604t 6,768 6,313 8,006 0,094 6,323 0,849
7.693 5,716 7.502 7.313 873 8,607 8.345 8.972 4,985 11,218
10,189 11,844 25076 27,042 27,620 27,501 25,535 28,216 27,778 28,5258
104,032 117438 112,255 10,036 1417 111,262 109,629 109,199 106,605 109,274
12,567 15,384 16,545 16,270 16,546 17.245 18,358 19,412 17,771 18,010
47,620 56202 51.330 49,622 449 937 49.616 47,549 46,204 46,028 48,847
24,202 21,412 16,517 16,110 15,965 t4.608 13,908 14,119 11,746 12,088
19,643 24 380 27,887 28.034 28.969 29793 20,814 29 464 30,520 30,329
5,858 5,494 6,952 7088 7.576 7.728 7,966 7,955 7,715 8,030
95,449 103,440 120,277 121,407 127,029 126,359 124,248 126,901 125,859 130,992
20,352 21,080 37332 40,270 42,809 41 885 41,198 43,143 43,323 45,753
1.0154 4,078 5450 6.296 6,600 6,211 7.907 0,624 6,212 6,773
7.651 5,626 7.249 7.28% 8,884 8,489 8,167 8,758 9,800 11,048
9.847 11,376 4,71 26,691 27,268 27,185 25,124 27.764 27,305 27,932
72,397 79,636 79,034 77,463 80,581 80,825 79,444 79914 78.794 81,376
8,440 10,474 12,048 11,900 12,254 13,130 14,102 14,958 13,903 14,202
29,424 35,388 32298 30,995 32,249 32,080 30415 29 965 30,557 32.670
20,192 17.024 13,6012 13,497 13,418 12,196 11,508 11,829 9,843 10,212
14,335 16,750 21,076 21.0m 22,660 23,400 23,359 23,162 24,491 24,292
2,500 2.724 3911 3.608 3.039 3,649 3.606 H{Aﬂ 3,742 3.863
B S S L
Bahamas and Caymans
.- SN —
108,977 123,837 149,051 146,585 142,853 143,795 F 142,941 139,836 141,607 140,828
37719 594,066 85,704 8432 87.429 91 BOR 94,160 94,421 v7.707 98.371
15,207 28,18t 39,250 37,777 36,682 39,146 35,806 36,395 39,225 40,867
5,204 7.379 10,620 11,208 12,211 14,285 15,007 16,834 17.416 17,860
17.248 24,106 35,834 40,047 38,536 IR AT7 42,453 41,192 41,000 39,644
O8,598 61,218 60,012 54,494 52,333 49,005 45,773 42,032 41,145 39,710
20,878 17,040 20 641 20,724 19,814 18,614 17,368 [REA] 15,890 15,045
33,031 29,895 23,202 18,624 18,221 10,418 14,723 13,457 12,620 11,730
4,800 4,361 3,498 3,149 2,505 2,007 2,512 2,448 2,460 2.402
9.226 9,922 12,671 12,000 11,793 11,366 nan 10,234 10,169 10,533
2,660 2953 3,33 3,059 3,091 2,082 3,002 1,383 2,755 2,747
103,460 119,657 145,227 142,793 139,247 140,115 139,461 136,504 138,369 137,634
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3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS
Millions of dollars, end of period

1982
{tem 1980 1981
Feb Mar, Apr. May. June July? Aug.?
FTotal' .. .. e e 164,578 169,697 166,209 166,757 165,526 | 166,993 168,382 169,886 169,233
By ry{}e
2 Liabilities reported by banks in the United States® ... ..., 30,381 26,567 24,713 25,051 20,326 27,723 28,459 25,469 26,501
3 U.S. Treasury bills and certificates®. . ... ... e e 56,243 52,389 48,174 47,048 43,850 42,741 43,509 45,824 44,182
U.S. Treasury bonds and notes
4 Marketable ... ... 41,455 53,150 56,333 57.647 58,459 59,933 60,251 63,068 63,435
5  Nonmarketable? 14,654 11,791 11,291 11,291 11,050 10,750 10,150 9,750 9,350
6 U.S. sccurities other than U.S. ‘Treasury sccurities® ... ..., 21,845 25.800 25,698 25.720 25,841 25 846 26,013 25775 25,765
By area
7 Western Europe! 81,592 65,479 62,049 60,364 §7,393 57,382 58,079 58,772 61,084
& Canada.. ... ............. 1,562 2,403 1,669 1,647 1,721 1,329 1,568 1,519 1,77¢
9 Latin America and Caribbean. . 5,688 6,954 6,308 6,562 7.124 7,248 7.692 7,164 6,742
10 Asia .. ..o o 70,784 91,790 93,559 95,247 94,866 95,908 95,494 97,147 94,924
Il Africa...... e . P 4,123 1,829 1,474 1,337 1,823 1,381 1,437 1,485 1,326
12 Other countries®. ... Lo 829 1,242 1,150 1,600 2,599 3,745 4,112 3,799 3,386
1. Includes the Bank for International Settlements. 5. Debt sceurities of U8, government corporations and federally sponsored
2. Principally demand deposits, time deposits, bankers acceptances, commercial agencies, and U.S. corporate stocks and bonds.
paper, negotiable time certiticates of deposit, and borrowings under repurchase 6. Includes countrics m Oceania and Eastern Europe,
agreements.,
3. Includes nonmarketable cestificates ot indebtedness (including those payable Nort. Based on Treasury Department data and on data reported to the ‘Treasury
in foreign currencies through 1974) and Treasury bills issued to ofticial institutions Departiment by banks (including Federal Reserve Banks) and securities dealers in
of foreign countrics. the United States.

4. Excludes notes issued to foreign official nonreserve agencies. Includes bonds
and notes payable in foreign cuirencies.

3.16 LIABILITIES TO AND CLAIMS ON FOREIGNERS Reported by Banks in the United States
Payable in Foreign Currencics

Millions of dollars, end of period

1981 1982
Item 1979 19RO 1981
Sept. Dec. Mar. June
1 Banks' own liabilities ... .. . ... ... 1.918 3,748 3,798 2878 3,798 4,326 4,640
2 Banks' own clams! ... L L 2,419 4,206 5,220 4,078 5,220 5,612 6,363
3 Deposits..... ... .. 994 2,507 3,398 2,409 3,398 3,796 3,560
4 Other claims 1,425 1,699 1,822 1,669 1,822 1,816 2,803
5 Claims of banks' domestic custoniers? 580 962 971 248 971 944 924
1. Includes claims of banks’ domestic customers through March 1978 Noir. Data on claims exclude foreign currencics held by U.S, monetary au-

2. Assets owned by customers of the reporting bank located in the United States thoritics.
that represent claims on foreigners held by reporting banks for the accounts of
their domestic customers.
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Yayable in U.S. dollars

Millions of dollars, end ot period

Reported by Banks in the United States

Bank-Reported Data

AS9

1982
Holder and type of habihty 1979 1980 1981
teh Mai. Apr. May June’ July Aug ¥
{ Alt foreigners . 187,521 205,297 | 242,981 254,520 | 261,219 ] 266,256 | 274,341 285,911 284,169 | 293,328
2 Bunks” own habihities . 117,196 124,791 162,758 179819 187,559 194 898 [ 203,120 212,634 | 208,300 [ 217,780
3 Demand deposits ... 2% 303 23,462 19,677 17,808 16,498 18,161 16,550 17,285 17,101 15,694
4 Time d(,p(\\\(‘-l . 13,623 (5.076 28,816 36,555 43,597 48,552 53,414 56,007 549,516 62 077
5 Other? ... 16.453 17.583 17.418 17.235 18,989 18,570 21,171 22,146 20,385 24,133
0 Own torcign ottices’ 63817 68,670 96,844 108,221 108,475 109,616 1H,984 117,196 111,298 115,607
7 Banks' custody linbiliues? 70,325 80,506 80,225 74,701 73,660 71,358 71,222 73,277 75,809 75,548
& ULS. Treasury bills and LLlll[lellL\ ,,,,,,,,, 48,573 57,595 55312 51,142 50,152 47,353 46,476 48,817 51,211 49,646
9 Otha negotable and 1cadily tansterable
mstruments® 19,396 20,079 18,944 18,718 18,901 19,326 20,751 20,448 20,649 22,124
10 Other .o 2,356 2,832 5,970 4,842 4,607 4,679 3,995 4,001 4,009 31,778
11 Nonmonetary internationnl and regional
organizations’ . ............ 2,356 2,344 2,721 2,091 2,045 2,043 3,039 4,001 4,082 5,073
12 Banks' own habilities 714 444 038 208 445 603 1,272 1,233 2,246 3,003
13 Demand depostts . Lo . 200 146 262 135 209 149 185 300 343 268
14 Time deposits! e 151 &S S8 76 141 280 471 S8G 633 453
15 Other? e 303 212 318 87 96 168 616 347 1,271 2,37
16 Banks' custody habihties? o 1,643 1,900 2,083 1,792 1,599 1.439 1,767 2,768 1,835 1,980
17 US Treasury bills and certiticates .0 L. 1412 254 541 277 19 142 253 1,425 487 328
18 Other nq,mmhlu and lLd(lll)’ transterable
instruments® Lo . 1,538 1,046 1,542 1515 1,490 1,297 1,514 1,343 1,349 1,652
19 Other ..., 2 0 0 0 0 0 0 0 0 0
20 Official institutions®. . . ... .. 78,206 | 86,624 | 78,957 | 72,886 | 72,099 70,176 | 70,464 | 71,968 | 71,293 | 70,683
21 Banks own liabilites ... 18,292 17,826 16,808 14,959 15,326 17,112 17,626 18,964 15,927 16,240
22 Demand deposits . 4,671 im 2612 2.385 2271 3,241 2,156 3,167 2,800 2,038
23 Time (|Lp()\ll\] . 3,050 3612 4,146 4,261 4,866 5,623 5,769 5,500 6,101 5,700
24 Othet? 10,571 100,443 10,050 8,312 8,183 8,248 9,702 10,297 7.020 8,500
25 H‘mk& custody habilities? 59914 68,798 62,149 57,927 56,773 53,064 52 838 53,004 55,360 54,443
26 US. Treasury bils und mxmmm ,,,,,,, 47,6606 56,243 52,389 48,174 47,048 43,850 42741 43,509 45,824 41,182
27 Otha negotiable and IL(IL|I|V transterable
mstruments” . e 12,196 12,501 9,712 9717 9,085 9,029 10,057 9,401 9,507 10,224
28 Other B . . 52 54 47 37 40 185 40 33 36 37
29 Banks®* . L 88,316 96,415 | 135,355 | 151,420 | 157,787 | 161,176 | 165,642 | 173,299 | 17L001 | 177,852
30 Banks' own habilities . 83,299 90,450 123,640 140,669 146,591 148,456 153,081 160,594 157,329 163,642
31 Unathiliated foreign banks 19,482 21.786 26,796 32.448 38,116 38,840 41,097 43,398 46,032 48,036
32 Demand deposits . L - 13,285 14,188 11,614 10,444 9,267 9915 9,647 9,274 9,384 8,776
33 Time (le()\ll\I . . o 1,667 1,703 8,654 13,653 18,653 19,260 21,248 23,403 25,381 26,737
34 Other- . .o 4,530 5,845 6,528 8,350 10,195 9,004 10,152 10,721 11,267 12,523
35 Own toreign ollcesy L 63,817 68,670 96 844 108,221 108,475 18,616 111,984 17,196 111,298 115,607
36 ]Lulks cusmdy liabulities* 5,017 5959 11,718 10,751 11,197 12,720 12,562 12,706 13,671 14,209
37 0 ULS. Treasury buls and Lu(mums 422 023 1.683 1,876 2,213 2,592 2,698 2,926 3,872 3,970
38 Other negpotisble and xuuhly transterable
instruments e 2,415 2,748 4.42) 4,405 4,729 5,908 6,097 6,520 6,661 7.102
¥ Other.... . L L 2179 2,588 5.611 4,470 4,255 4.160 3.766 3,260 3,138 3,138
40 Other foreigners 18,642 19,914 25,947 28,124 29,288 32,861 35,196 36,642 37,794 39,720
41 Banks' own liabiities o000 oo oo 14,891 16,065 21.669 23.893 25,196 28727 31,140 31.842 32.79% 34,804
42 Demand deposits 5.087 5.356 5.189 4,843 4,745 4,855 4,512 4,544 4,575 4 48K
43 ‘Lime deposits . 8,755 9,676 15,958 18,504 19,936 23,383 25,920 26,518 27,40 29,187
44 Other? | e 1,048 1,033 523 485 518 489 702 781 822 729
45 Banks' custody Labiities? . . 3,75t 3849 4.27% 4,231 4,092 4,134 4,055 4,800 4,990 4,910
46 U'S Treasury bulls and ((,l(l‘ltdlL\ 382 474 698 815 782 769 784 957 1,028 1,167
47 Other n%ulmhlp and rmdlly ttansterable
instruments® B AP 3,247 3185 3.268 3,081 2,997 3,032 3.082 3,125 3,133 3,147
48 Other . .. . - . 123 190 312 335 313 334 189 718 435 603
49 Mimo: Negotiable time certiticates of
deposit in custody tor toreigners o 10,984 10,745 10,672 10,916 11,169 11,673 12,652 12,878 12,962 13,892

1. Excludes negotible time certiticates of deposit, which are included in *Othes
negotiable and readily transferable msttuments.” Data tor time deposits before
April 1978 tepresent short-term onty

2. Includes borrowmg under repurchase agreamnents,

3. .S, banks. mgludu amounts due to own toretgn branches and foreign sulb-
sidiaties consolidated i Consolidated Report of Condition™ tiled with bank reg-
ulatory agencics. Agencies, branches, and majority-owned subsidiarics of toreign
banks principally amounts duc to head oftice or parent foreign bank, and foreign
branches, agencies or wholly owned subsidiaries of head oftice or parent foreign
bank

4. Fmancial claims on 1esidents ot the United States, other than long-term se-
cutities, held by o1 through repoiting banks

5. Includes nonmarketable certiticates of mdebtedness and Tieasury bitls issued
to otficial institutions ot toreign countiies.

6 Prinapally bankers aceeptances, commercial paper, and negotiable time cer-
tlicates of deposit

7 Princapally the International Bank tor Reconstiuction and Development, and
the Inter-Amencan and Asian Development Banks,

8 Forcign central banks and foreign cential governments and the Bank tor
International Settlements

9. Excludes cential banks, which are included m *Othcial mstitutions.™
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3.17 Continued

1982
Arca and country 1979 1980 1981 4
Feb, Mar. Apr. May June’ July August?
P Total. ... e e e 187,52} 205,297 | 242,981 254,520 | 261,219} 266,256 | 274,341 285911 284,169 | 293,328
2 Forelgncountries .. ..... ..... ......... . . .. 185,164 ) 202,953 | 240,259 | 252,430 ) 259,174 | 264,213 ) 271,302 | 281,910 280,088 ) 288255
JEurope.. . ..o e e 90,952 90,897 90,942 91,957 93,541 91,890 97,484 102,699 106,219 111,915
4 Austria . F 413 523 587 647 545 472 454 434 501 532
S Belgium-Luxembourg L 2,375 4,019 4117 3.254 3,002 2,898 3,075 2,869 2,957 3217
6 Denmark . 1,092 497 KAX] 524 S14 613 008 S0 452 446
7 Finland. ... 398 455 296 292 273 229 212 181 162 266
&  France ... 10,433 12,125 8486 8,047 7.792 6,737 6,312 9,234 8,635 8,156
9 Germany ... 12,935 9,973 7.665 6,608 7,698 6,555 6,954 6,221 5,624 5.397
W Greeee...... .o L .. 635 670 463 535 472 457 549 §12 506 559
I Iy ..... ... ..o .. 7,782 7,572 7,290 6.497 4,300 3.695 3,420 4,720 5,760 6,703
12 Netherlands. . 2,337 2,441 2,823 3,027 3. 2.963 2719 2,836 2,762 2,804
13 Norway 1,267 1,344 1.457 1.129 1.518 1,666 1,9&1 1,370 1.333 1,634
14 Portugal . .. 557 374 354 275 272 272 276 305 365 453
15 Spain ... .. 1,259 1,500 916 946 1,136 1,055 114 1,191 1,133 1,223
16 Sweden 2,005 1,737 1,545 1,480 1,358 1,373 1,425 1.416 1,385 1,278
17 Switzerland 17.954 16,689 18,723 18,515 19,199 20,33y 21,651 22473 23853 25,019
18 Turkey.. 120 242 SIR 216 283 364 204 167 222 287
19 United Kingdom . 24.700 22,680 28,288 34,073 35,146 35,452 39,893 41,159 44,115 46,800
20 Yugoslavia......... 266 681 375 219 223 259 217 314 320 317
21 ()lhcr Western Europe! 4.070 6.939 6,165 5279 6,256 6,106 6,000 6,163 5,094 6,330
22 USSR e 52 68 49 52 44 37 k] 44 41 47
23 ()thu Eastern I umpu2 e . 302 30 493 284 400 350 371 521 07 440
24 Canada. . .. DTN 7.379 10,031 101,25¢ 11,108 10,780 12,298 10.619 11.54] o7 11,574
25 Latin America and Caribbean ... ... ..., . 49,686 53,170 84,685 94,715 YR,1173 103,809 115,507 109,452 HI3 877 107,220
26 Argentina . e 1,582 2,132 2,445 2,897 3,037 2.729 2.203 2,030 2,095 2,644
27 Bahamas .. 15,255 16,381 34,400 43,675 44,689 45,608 44,819 44,015 30,474 41,823
28 Bermuda 430 670 768 865 1,113 1.168 1.350 1,300 1,303 1,290
29 Brazil... . . R 1,005 1.216 1.568 1,803 1,352 1,462 Lol5 1,822 1.823 1,944
30 British We: 5 - 11,138 12,766 17,794 18,847 18,844 19,623 19,690 22,631 21,986 22,801
31 Chile....ooo i 408 460 664 815 951 992 1,224 1,124 1,528 1.165
32 Colombhix . FE . R 2.617 3,077 2,993 2,924 2,654 2.639 2,515 2,700 2,099 2,636
33 Cuba............. ... .. S 13 O 9 10 7 6 0 0 7 9
34  Ecuador. .. S . . 425 371 434 370 S13 491 405 559 527 478
35 (iuatcmala‘ 414 367 479 519 590 56y 583 SK( 613 616
36 Jamaica®. . . Lo .. 76 97 87 100 129 133 104 1o 139 136
37 Mexico......... . - . . 4,185 4,547 7.163 7.246 7.646 8,533 8,002 8,957 9,643 9,259
38 Netherlands Antilles 499 413 3182 32M 343 3,474 3,449 3,727 3,602 3,793
39 Panama . ... . e .. .. 4,483 4,718 4.847 3,357 4,190 4,238 4,338 5,357 4,884 4,680
40 Peru................... e . 383 403 694 531 532 620 753 1,069 931 P2
41 Uruguay. e . 202 254 307 479 323 410 S0l 542 60 656
42 Venczucla . 4,192 3170 4,245 4.578 5,120 8,061 9,421 9,310 9143 9,239
43 Other Latin America and Caribbean.. ........ 2,318 2,123 2,548 2.464 2,048 3,056 3.419 3,022 2.874 3,066
44 Asia ... oo e e 33,008 42,420 49,784 50,409 52,607 50,362 51,066 51,143 52,047 SL819
China

45 Mainland. ............ ... L e e 49 49 158 215 257 a3 284 244 201 245
46 Taiwan . .. e e 1,393 1,662 2,082 2,253 2,213 2,291 2,372 2,334 2371 2,253
47  HongKong........ .... e e 1,672 2,548 3,950 4,302 4,195 4,587 4,737 4,880 4918 4,551
48 India...... e . 527 416 388 414 435 544 603 540 551 055
49 Indonmesia.......... ... e e 504 730 040 1,241 1,127 837 784 S83 722 593
50 Israel .. e RO 707 883 592 507 449 539 562 610 476 486
SIJapan oo 8,907 16,281 20,550 20,778 21,955 19307 19,008 18,994 19,833 19,283
52 Korea...... e 993 1.528 2,013 2,162 2,138 2,358 2,191 1.863 1,934 1.712
53 Philippines. . e e 795 919 874 739 671 691 758 839 660 728
54 Thailand............0 oo 277 464 S34 494 340 57 474 485 450 369
55  Middle-East oil-exporting countrie: . 15,300 14,453 13,154 13.569 14.799 14,347 14,400 14,267 14,243 14,106
56 Other Asia ................ . . . o 1.879 2,487 4.852 3,735 4,028 4,016 4,893 8,503 5,629 5,838
STAfrica. ... e 3.239 5,187 3180 2814 2,398 311 2,629 2,675 2,092 3,205
58 o .. . NN 475 485 360 339 297 411 382 447 430 398
59 33 3 » 35 36 52 kY 59 52 47
60 South Africa. ... . 184 288 420 308 330 308 305 335 339 3
61  Zaire........... ..., . 110 57 20 40 (] 41 27 37 25 25
62 Qil-exporting countries®, ... ... . e 1.635 3,540 1,395 1112 627 1,144 846 901 1.02s 915
63 Other Africa....... e . 84 783 946 920 1,039 1,156 1,031 846 821 1,479
64 Other countries ............ . .. oo . 904 1.247 1419 L 430 1,778 2,743 3997 4 400 4,085 3,516
65 Australia .............. 684 950 1,223 1,204 1,550 2,582 3752 4172 3.831 3317
66  Allother ... ... . 220 297 196 226 225 201 245 228 254 199

67 Nonmonetary international and regional
OTZAMIZALIONS. .. ... . oot e 2,356 2,344 2,721 2.091 2,045 2,043 3,039 4,001 4,082 5.073
68  International............... PP o 1,238 1,157 1,661 1.082 1,081 1,269 2.064 2,860 3,064 3.998
69 Latin Amulc‘m regional . 806 890 710 706 630 450 061 094 006 713
70 Other regional® ... .......... ... 313 296 350 303 334 323 34 4406 412 362

. Includes the Bank for International Settlements, Beginning April 1978, also

mgludcs Eastern European countries not listed in hine 23.

2. Beginning April 1978 comprises Bulgaria, Czechoslovakia, the German Dem-
ocratic Republic, hungdr Poland, and Romania.

3. Included m “Other Latin America and Caribbean” through March 1978,

4. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabi, and
United Arab Emirates (Trucial States).

5 Comprises Algeria, Gabon, Libya, and Nigeria.

Furope

6. Astan, African, Middle Eastern, and European regional on ;,dmmlmns exeept

the Bank tor International Scttlements, which 1« included in “Other Western

A Luabilities and claims of banks i the United States were inercased, begnung

in December 1981, by the shift from torcign branches to international banking
tucilities in the United States ot liatalities to, and claims on, foreign residents,
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3.18 BANKS’ OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States
Payable in U.S. Doltars
Millions of doltars, end of period
1982
Arca and country 1979 1980 1981 A
Feby Mar. Apr. May June”’ July Aug ?
Protal, oo e e | 1339431 172,592 251,029 | 266,483 | 276,924 | 287,562 299979 | 43811 3229010 326915
2 Foreign countrles ... . .. ........ .. ....... .| 133,906| 172,514 250,973 | 266,435 | 276,868 | 287,522 | 299,936 | 314,338 | 322,856 | 326,809
3 BEurope. ... Lol P 28,348 32,108 49,047 54,695 56,937 59,319 62,09 04,115 67,304 70,683
4 Austria..... . o0 s 284 236 121 172 130 200 201 140 189 189
5 Belgiumi-Luxembourg . .. 1,339 1,621 2,843 3,280 3778 3,848 3,669 3,760 4,101 4,419
6 Denmark. ... o o 147 127 188 253 285 286 276 28 308 323
7 Finland. 202 460 547 573 514 528 638 736 699 776
8 France ...... .. ... ... 3,322 2,958 4,126 4,951 5.579 5,042 5,508 6,405 5,934 6,027
9 Germany.... . ... 1,179 948 96 870 1,123 1,483 1512 1,758 1,736 1,569
10 Greece.... ... G . . 154 256 333 321 325 279 262 297 308 270
o Ttaly o000 o0 oo e 1,631 3,364 5,240 5,644 5,333 5,009 5,842 6,024 6,295 6,583
12 Netherlands. 514 575 080 814 956 750 917 1,005 1,119 1,110
13 Norway ..... 276 227 384 437 447 452 416 429 538 487
14 Portugal. .. 330 33] 529 666 724 813 797 93K 990 970
15 Spain ... 1,051 4993 2,400 2,507 2,619 2,499 2,624 3,086 3,308 3,520
16 Sweden.... ..., .. e 542 783 1,206 1,504 1,550 1,441 1,692 1,638 1,518 1,718
17 Switzerland ...... ... ...... o . 1,105 1,446 2,213 2,001 1,709 1,564 1,557 1,596 1,601 1,589
18 Turkey... . ...... ... AN 149 145 424 522 496 487 573 584 646 600
19 United Ku\bdum P S . 13,795 14,917 23.645 26,605 27,784 31,081 31,974 31,834 34,410 30,891
200 Yugoslavia... ......... . oo o ol1 853 1,224 1,243 1,200 1,238 1,202 1,294 1,266 1,220
21 Other Western Lurope! 175 179 209 192 317 282 86 247 280 291
2 USSR................. 268 281 367 202 218 198 251 296 276 315
23 Other Lastern I'ur\»pL ........ 1,254 1,410 1,725 1,817 1.790 1,755 1,711 1,761 1,781 1.4l6
24 Canada....... .. ... oo o 4,143 4,810 9,164 9.925 10,970 11,808 11,323 12.693 13,070 12,087
25 Latin America and Canbbean 67,993 92,9921 138,114 148,003 152,875 158,097 166,757 173,201 178,007 181,309
26 Argentina . ..... S e 4,389 5,689 7,522 8,827 8,928 10,896 10,816 11,012 10,971 10,945
27 Bahamas . ..... .. e 18,918 29,419 43,437 45 860 47,586 47,606 48,730 51,849 52,398 54,017
28 Bcrmud&l .. 496 218 346 481 401 575 396 414 402 385
9 Brazil... ... 7,713 10,496 16,918 17.878 18,723 19,380 20,413 21,147 21,556 22,471
30 9818 15,663 21,913 22,031 22,975 22,739 25,469 25,825 27912 28,501
31 1,441 1,951 3,690 4,363 4,513 4,590 4,884 5,208 5,228 5,377
32 1,644 1,752 2,018 2,067 2,018 2,146 2.265 2,554 2,012 2 (\4()
33 Cuba....... 4 3 3 9 3 137 37 3 8
34 FLeuvador. ., .. . o . 1,025 1,190 1,531 1.752 1,837 1,879 1,852 2,022 2,027 2, ()4K
35 (llldlCmdld ........ e 134 137 124 119 106 116 112 124 147 116
36 Jamaica® .. . . . . BTN 47 36 62 1N 151 130 781 124 578 153
37 MeXiCO. .. L e 9,099 12,595 22,407 24301 25,174 26,087 28,321 29,547 29,727 29,346
38 Netherfands Antilles ... . 248 821 1,076 1.150 873 886 880 1,028 1,032 778
39 Panama .. ... S . 6,041 4,974 6,780 7.306 7,509 8,240 8318 3,660 9,146 9,565
40 Peru........ ....... o e 652 890 1,218 1,433 1.518 .59 1.672 2,047 2,064 2,062
41 Uruguay, P PN L . 105 137 157 240 232 36 346 381 413 457
42 Venczuela ... ... ... .. e e 4,657 5,438 7.069 7727 8,085 8,560 9,172 9,138 9,681 9,805
43 Other Latin America and ¢ (IHM)L(HL . 1,593 1,583 1,844 2,374 2,245 2,220 2,295 2,057 2,105 2,039
44 Awa oo P 30,730 39,078 49.770 48211 50,107 52,118 53,117 57.368 57.417 55,999
Chima
45 Mainland 35 195 107 05 84 98 68 124 139 127
46 Tawwan. . ...... ... 1.821 2,469 2.461 2215 2,300 2,278 2,114 2,048 1,977 1 B9Y
47 Hong Kong.... .. 1,804 2,247 4,126 4,287 5.434 5,344 5.978 6,390 0,124 6,407
48 India....... e 92 142 123 188 212 195 185 252 266 235
49 Indonesin. . ... oo o 131 245 36 330 356 308 35 288 294 297
50 Istael .. 990 1172 1.562 1,467 t,241 1,160 1391 1,838 1,637 1,534
51 Japan . 16,911 21,361 26,757 26,081 25,972 27358 26,732 29,258 30,091 28,397
52 Korea. .. 3,793 5.697 7.324 6,272 6,504 6,953 7.103 7,119 6,478 6,967
53 Philippines. 737 989 1.417 1,989 2,270 2,266 2,459 2,605 2,605 2,611
54 Thailand... .......... Lo .. 933 876 564 5549 513 565 502 459 400 384
55 Middle Fast oil- promn!, u)unlncs R 1.548 1,432 1,575 1,991 2.021 2,411 2,613 2.564 2.665 2,614
56 Other Asia ........ . ... ...... 1,934 2,252 3,009 2,766 3,139 3,182 3.656 4,426 4,335 4,530
ST Africa..... ... L oo e 1797 2,377 3.503 4.9 4,203 4,383 4,768 4,85t 5.029 4,847
58 Egypt 114 151 238 293 327 345 400 416 378 399
59 Morocco 103 223 284 273 294 312 278 334 314 08
6} South Africa 445 370 1,011 1,249 1,426 1,344 1,387 1,467 1,620 1,574
6l Zaire . 144 494 12 93 89 1003 81 84 81 58
62 Oil-exporting countries®....... ... 391 805 657 593 637 725 839 799 849 762
63 Other...... ... 600 734 1,201 1.518 1.429 1,557 1,783 1,751 1,787 1,685
64 Other countries .......co0 cor coiiiin i K55 1,150 1,376 1,583 1777 1,803 1,961 2,111 2,028 1.885
65 Austtalia ... ..o oL 673 859 1,203 1,385 1,501 1,560 1,655 1,806 1,700 1,538
66 Allother ............. ... 182 290 172 198 276 243 300 305 328 M7
67 Nonmonetaty international and n.hmn.\l
orgamizations® ., 36 78 50 47 57 40 43 43 45 106

(318

Includes the Bank for International Settlements. Beginmng April 1978, also
leudcs Eastern European counttics not Iisted in hne 23
2. Beginning April 1978 comprises Bulgaria, Czechoslovakia, the German Dem-

ratic Republic, Tlungary, Poland, and Romania,

3. Included in “Other Latin America and Caribbean™ through March 1978,

4. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Oatar, Saudi Arabia, and

United Arab Emirates (Tluu.ll States).

Western Eutope.”

Non .

S Comprises Algeria, Gabon, Libya, and Nigeria.
6. Lxcludes thc Bank for International Sctilements, which 15 included in “Othier

Data tor penod prior to April 1978 include ¢laims o banks' domestic
customers on foreignets.
A Liabdities and claims of banks in the United States were mereased. beginning

w December 1981, by the shuft trom toreign branches to international banking
tactlities in the United States of fiabilities to, and claims on, toreign resudents
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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

1982
Type of claim 1979 1980 1951 A
Feb. Mar. Apr. May June’ July? Aug?

TTotal ...... .........o.0 o0 o s 154,030 198,698 286,3987 [ ......... RITN L L S T “es 356,611 % ......... 326,915
2 Banks' own claims on foreigners ... .. 133,943 172,592 251,029 266,483 276,924 287,562 299.979 314,381 322,901 326,915
3 Foreign public borrowers ... ... ..., 15,937 20,882 31,193 33,460 33,705 35,203 37.593 40,001 40,698 41,750
4 Own foreign offices' .. . ... . .. . 47.428 65,084 96,639 98,305 101,710 106,115 107,618 113,722 114,098 117,090
5 Unaffiliated foreign banks ... ..., 40,927 50,168 74,091 82,946 87,288 90,760 97,112 101,756 [ 108,364 108,843
6 Deposits ..., . ... . PN 6,274 8,254 22,689 26,259 28,709 29,152 33,432 35,667 39,998 39,658
7 Other....... ........ .... R . 34,054 41,914 51,403 56,686 58,579 61,607 63,679 66,090 68,366 69,185
& All other toreigners. . .. L 29.650 36,459 49,105 51,972 54,222 55,484 57,657 58,901 59,741 59,232
9 Claims of bunks' domestic customers? ., 20,088 26,106 35,3687 P anr L 42,230
10 Depostts, .o cii oo 935 885 1378 | ... 1,512 1,426
11 Negotiable and readily transferable

mstruments® ... .. 13,100 15,574 25.752 32,328 P 31966 | . oo
12 Uuls!andinﬁ collection

claims® .. ... Lo L . 6,032 9,048 8,238” 7437 L N T 8838 ...
13 Memo: Customer liability on

ACCEPLANCES ..oy 18,021 22,714 29,565 | ..., . 304807 0 oo Ll . 32,029 ... b o,

Dollar deposits in banks abroad, re-
ported by nonbanking business en-
terprises in the United States® . .| 22,3057 245117 39.8207 43,781 40,806 41,362 43,9477 44 304 44,939 n.a.

[. {/.8. bunks: mcludes amounts duc from own forcign branches and toreign
subsidiaries consolidated in “*Consolidated Report of Condition™ tiled with bank
regulatory agencies Agencier, branches, and majority-owned substdiaries of foreign
banks: principally amounts due trom head otfice or parent toreign bank, and foreign
branches, agencies, or wholly owned subsidiarics of head office or parent foreign
bank.

2. Assets owned by customers of the reporting bank located in the United States
that represent claims on toreigners held by reporting bunks for the account of ther
domestic customers.

3. Principally negotiable time certificates of deposit and bankers acceptances.

4 Data for March 1978 and for period betore that are outstanding collections
only.

5. Includes demand and time deposits and negotiable and nonnegotiable certif-
1cates of deposit denominated in U'S dollars issued by banks abroad. For descrip-
tion of changes in data reported by nonbanks, see July 1979 Bur LEn, p. S50.

A Liabilities and claims of banks in the United States were increased, beginning
in December 1981, by the shift from foreign branches to international banking
tactlities in the Umted States of liabilities 1o, and claims on, foreign residents.

Notr. Begimung April 1978, data for banks’ own claims are given on a monthly
basis, but the data for claims ot banks” own domestic customers are available on
& quarterly basis only.

320 BANKS OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States

Payable in U.S. Dollars

Millions of dollars, end of period

1979 1980 1981 1982
Maturity; by bortower and area
Dee. Dec. June Sept Dec. A7 Mar, June

Plotal ..o oo s e e e 86,181 106,748 117,610 122,477 153,914 174,403 199,743

By borrower
2 Maturity ot 1 year or less!' ... L PPN o e 65,152 82,558 92,124 94,957 115,885 132,875 151,417
3 Foreign public bortowers ... ... e e o L 7,233 9.974 11,752 12,990 15,196 16,344 19,308
4 All other toreigners. . ... P o e e 57,919 72,581 80,372 81,967 100,689 116,531 132,110
5 Maturity ot over | ycur' e P . 21,030 24,193 25,486 27,520 38,029 41,528 48,326
6 Foreign public borrowers ... .. ..o L0 P . 8,371 10,152 11,177 12,564 15,640 16,851 20,003
7 All other forcigners. ... ...... P . 12,659 14,041 14,309 14,956 22,389 24,678 ,

By area

Maturity ot 1 year or lew!
8  FBurope.... . Ce L. e s e 15,235 18,715 21,149 23.015 27 883 34,228 39,076
9 Canada.. .. e e e 1,777 2,723 3314 3,959 4,034 5,791 6,579
10 Latin Amenica and Catibbean, ..., e P e 24 928 32,034 33,584 35,590 48,461 58,144 67,444
11 Asias o0 oo s s e S 21,64] 26.686 31,509 29,295 31,508 30,578 33,788
12 Afrea. .. ... ... . e e 1,077 1,757 1,768 2,324 2,457 2.884 3,309
13 Allother?. ... e e e e 493 640 801 774 943 1,249 1,220

Matunty ot over 1 year!
14 Europe. ..... ... ... S P . S . 4,160 5118 6,312 6,424 8,099 8,435 9,340
1S Canada.... . .... ... ... e e e 1,317 1.448 1,317 1,347 1,774 1,863 2,345
16 Latin America and Canbbean ..., e e P 12 814 15,075 15,458 17,478 25,088 27,623 32,340
17 Asia.... . ... P . 1,911 1,865 1,679 1,550 1,902 2,236 2,455
18 Africa .. G e . e o o 655 S07 559 548 899 1,056 1,275
19 Alfother?, . ..., e i . 173 179 161 172 267 KIN] 571

I, Remaming ume to maturty,
2. Includes nonmonetary international and regional organizations.,

A Liabilitics and claims of banks in the Umted States were increased, beginming
in December 1981, by the shift from foreign branches to international banking
tacilitics in the Umted States ot liabilities to, and claims on, foreign residents.
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3.21 CLAIMS ON FOREIGN COUNTRIES Held by U.S. Offices and Foreign Branches of U.S.-Chartered Banks!
Billions of dollars, end of period
1980 1081 1982
Arca or country 19782 | 1979 —
June | Sept. | Deco | Mar June | Sept Dec Mat. | June?
I Total ......... ..... 2662 | 3039f 3288 339.3| 352.0| 3721 828 | 399.8| 412.3( 41107 419.2
2 G-10 countries and Switzerland 12471 13841 1542 1588 162.1 168.5 [ 1683 1722 173.9) 172,11 170.3
3 Belgium-Luxembourg 9.0 1.t 13.1 13.0 13.0 13.0 138 141 13.3 13.1 13.8
4 France ..... ......... 122 H.7 14.1 13.9 14.1 14.5 14.7 16.0 15.3 15.8 16.3
§  Germany .. 1.3 12.2 12.7 12.9 12.1 133 12.1 12.7 12.9 12.4 12.6
6 Haly L 6.7 6.4 6.9 7. 8.2 7.7 8.4 86 9.8 89 8.8
7 Netherlands. 44 4.8 4.5 4.4 4.4 4.6 4.2 3.7 4.0 4.0 4.0
8 Sweden..................... .. . .. L 2.1 24 2.7 2.8 2.9 3.2 3.1 3.4 3.7 4.0 39
9 Switzerland . .. .. 5.3 4.7 33 34 5.0 S.1 5.2 5.1 5.5 5.3 51
10 United Kingdom ... 47.3 56.4 64.4 66.7 67.4 68.5 07.0 o84 69.1 68.7 66.4
11 Canada. 6.0 6.3 7.2 7.7 8.4 8.9 10.8 11.8 11.0 11.4 10.9
12 Japan ... 20.6 22.4 25.5 26.1 20.5 29.1 28.9 28.0 29.4 28.4 28.5
13 Other developed countiies. ..o 19.4 19.9 20.3 20.6 2t.6 235 24.8 204 28.4 30.8 KIS
14 Awstria..... .. . .. P 17 2.0 1.8 1.8 1.9 1.8 2.1 2.2 1.9 2.1 2.1
15 Denmark ... ..... 20 2.2 22 2.2 2.3 2.4 2.3 2.5 23 2.5 2.6
16 Finland. 1.2 1.2 1.3 1.2 1.4 1.4 13 14 17 1.6 L6
17 Greece ... o0 L0 2.3 2.4 2.5 2.6 2.8 27 3.0 2.9 2.8 28 2.5
18  Norway..... 2.1 23 24 2.4 2.6 28 2.8 3.0 31 32 3.2
19 Portugal ... .6 N .6 i 0 .0 8 1.0 i1 11 L5
20 Spain.. .. 35 3.5 39 42 4.4 5.8 87 S8 6.6 7.1 72
21 urkey ... .. 1.5 1.4 1.4 1.3 L5 1.5 1.4 1.5 1.4 1.5 1.4
22 Other Western Eutope . . 13 1.4 1o 1.7 1.7 i.8 1.8 1.9 2.1 2.2 2.2
23 South Africa..... S 2.0 1.3 1.5 1.2 1.1 1.5 1.9 2.5 2.8 3.2 3.4
24 Awustralia ... .0 L 1.4 1.3 1.2 1.2 1.3 1.5 1.7 19 25 3.1 38
25 OPEC countries® . .......... ... . .... 2.7 229 20,9 21.4 227 21.7 22.2 23.5 244 24.7 25.3
26 Ecuador....................... 1.6 1.7 1.8 1.9 2.1 2.0 2.0 2.1 22 2.3 2.3
27 Venezuela .. .......... .. .. ... 72 8.7 79 8.5 9.1 8.3 8.8 9.2 9.0 9.4 9.4
28 Indonesia S 20 1.9 19 19 1.8 2.4 2.1 2.5 2.5 2.7 2.7
29  Middle East countri P 9.5 8.0 69 67 6.9 6.7 6.8 7.1 7.6 8.2 8.6
30 African countrics ... .. . oo o 2.5 2.6 2.5 2.4 2.8 20 2.6 2.6 2.5 2.2 23
31 Non-OPEC developing countries e S52.6 63.0 67.7 73.0 77 4 82.2 84.8 90.2 95.8 94.0] 100.0
320 Argentina.. ... L 3.0 5.0 5.6 7.6 7.9 95 8.9 93 9.3 9.3 8.9
33 PBrazib...... ... 14.9 15.2 15.3 15.8 16.2 170 17.5 17.7 19.0 18.9 20.2
34 1.6 2.5 2.7 32 3.7 4.0 4.8 5.5 5.8 5.6 6.0
35 1.4 2.2 2.2 2.4 2.6 2.4 2.5 25 26 22 2.5
36 MEXICO. .. e 10.8 12.0 13.6 14.4 15.9 17.0 182 20,0 21.5 2.1 239
37 Peru.......... 17 1.5 1.4 1.5 1.8 1.8 1.7 1.8 2.0 I8 2.3
38 Other fatin Amerea, ... Lo Lo 3.6 7 3.6 kRY 3.9 4.7 38 4.2 4.1 4.0 3.9
Asia
China
39 Mainland . .. . . . Lo .0 .1 1 Bt 2 2 2 .2 2 2 3
40 Taiwan ... oo e 0 29 314 38 41 4.2 4.4 4.6 5.1 5.1 S 5.8
41 India 2 2 2 2 3 3 3 3 3 S 5
42 Isracl 1.0 1.3 1.2 1.1 1.5 1.3 1.8 1.5 2.0 1.6 2.1
43 Kor 39 5.4 71 7.3 7.1 77 L¥: 8.6 9.4 LX) 8.8
44 Mal: 6 1.0 1 1 1.1 1.2 (4 1.4 1.7 17 1.8
45  Phili 2.8 4.2 4.6 4.8 5.1 48 51 5.6 6.0 58 6.2
46 Thailand 1.2 1.5 15 1.5 1.6 1.0 1.5 1.4 1.5 1.3 1.3
47  Other Asia. 2 5 5 .5 .6 5 7 8 1.0 1.0 1.2
Africa
4 Tgypl ... ot s 4 6 8 6 8 8 7 1.0 11 1.3 13
49 Morocco. ... 6 6 .5 6 7 3 5 7 7 7 7
50  Zaire...... 2 .2 2 2 2 2 2 2 2 2 2
51 Other Africa? t4 17 1.9 2.1 21 22 21 22 2.3 2.3 23
52 Eastern Europe .. 6.9 7.3 7.2 7.3 7.4 77 7.7 77 7.7 7.0 6.4
53 SSRo.. . 1.3 7 S 5 A 4 5 4 6 4 4
54 Yugoslavia.. .. 1.5 1.8 21 2.4 2.3 2.4 2.5 2.5 2.5 2.4 23
55 Other...... ............ 41 4.8 45 47 4.6 4.8 4.8 4.7 4.7 4.2 3.7
56 Offshore banking centers. ... 00 oo 310 40.4 443 44.6 47.0 537 59.3 617 63.6 64.5 67.3
57 Bahamas ... ....... 10.4 137 137 13.2 137 15.5 17.9 21.3 189 198 25
58 Bermuda N K Ki} .6 .6 N N 8 ) 7 N
59 Cayman Islands and other British West Indies . ... . . 7.4 9.4 98 10.1 10.6 11.9 126 12.1 12.60 16 o
60 Netherlands Antilles ..o oo ii i e 8 1.2 1.2 1.3 2.1 23 24 22 3.2 32 3.0
61 Panama® .. . .. .. .. 30 43 49 5.0 54 6.5 6.9 6.7 7.5 7.0 6.8
62 lebanon.... .. .o o . 2 2 2 2 2 .2 2 2 2 2
63 Hong Kong 42 60 0.9 7.5 8.1 84 103 103 18 12.8 13.0
64 Singapore... . ... 19 45 59 5.6 5.9 7.3 8.1 8.0 8.6 9.2 9.5
65 Others®..... . s 4 4 4 3 9 3 . .1 .1 .1
66 Miscellaneous and unallocated” ... ... L L 9.1 1.7 14.3 13.7 14.0 14.9 15.7 8.2 18.7 8.2 18.3

1. The banking ottices covered by these data wre the U.S. offices and toreign
branches of U.S.-owned banks and of U.S. subsidiaries of toreign-owned banks.
Offices not covered include (1) U.S. agencies und branches of toreign banks, and
(2) foreign subsidiaries of U.S. banks "T'o minimize duplication, the data are ad-
justed to exclude the claims on toreign branches held by a U.S. office or anather
foreign branch of the same banking institution. The data i this table combine
foreign branch claims in table 3.14 (the sum of lines 7 through 10) with the claims
of U.S. offices in table 3 18 (excluding those held by agencies and branches of
foreign banks and those constituting claims on own toreign branches). However,
see also footnote 2.

2. Beginning with data for June 1978, the clms of the U.S. ottices

in this table include only banks” own claims payable i dollars For carlier dates
the claims of the U.S. offices also include customer claims and torcign currency
claims (amounting in June 1978 to $10 billion)

3. In addition to the Organization of Petroleum Exporting Countries shown
individually, this group includes other members of OPEC (Algeria, Gabon, Iran,
Trag, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, and United Arab Lmirates) as
well as Bahrain and Oman (not formally members of OPEC).

4, Excludes Liberia

S, Includes Canal Zone begmning December 1979,

6. Foreign branch claims only.

7. Includes New Zeatand, Liberia, and international and regional organizations.
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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

Type, and arca or country

-
2
=

[RENY

Payable in dollars ..., .. e
Payable m foreign currencies? ..o ol o e e s

By type
Financial liabilhties . ..., ...,
Payable in dollars

[P S

6 Payable in foreign currencies . ..

7 Commercial liabilities, . P

&  Trade payables .......... ... .. - L
9 Advance receipts and other liabilities. ..

10 Payable in dollars .
11 Payable m torcign currencies

Hv dareq or countey

Financial habihtics
120 Burope ... ... e e e
13 Belgium-TLuxembourg. .
14 France............... .
15 Germany. PRI
16 Netherlands .00 Lo
17 Switzerland. . .. .. o
18 United Kingdom ......... ... ..

19 Canada ..o ool . P

20 Laun Amcerica and Caribbean . .
21 Bahamas . AT

22 Bermuda. R
23 Brazil............ .. PP
24 British West Indses. . . T P Y

25 Mexico . .
26 Venesuela. .. ...
27 Aslu ..........

28 Japan . .
29 Middle

30 Africa . oo e e
31 Oil-cxporting comntries®. .. .

32 All other® .. N e

Commiercial habilitiey
33 EHurope . . P .
34 Belgium-1.i uxcmhuum e e T
35 France ... ..

36 Germany. . .. . PO e e
37 Netherlands - ..o

38 Switzerland. . S

39 United ngdnm ..................

40 Canada ..o oo

41 Latin AIMCIICH ...

42 Bahamas . . C

43 Bermuda. . ...

44 Braat . . .. ... ..

45 British West Tndics. . ... ...

40 Mexico ...

47 Veneeuela .o o0 L0 L L

48 Asia . e e
49 Japan... ... . oo Lo

50 Middle East oil-exporting countries®.

51 Atnea .. oo . e e s e .
52 Oil-exporting countries®. . ... e e

53 Allother® ...

1981 1982
1979 1980 1981
June” Sept. ” Dec. 7 Mar.
17,3837 | 22,1257 22,001 21,696 23,347 22,001 | 21,4607
14,2887 18,3947 18.367 18,393 20,218 18,367 18,7857
3,095’7 3.7317 3.635 3,303 3,129 3,035 2,6757
7.476" 11,2827 11,723 11,730 12,894 11,723 11,9307
5,927 §,4947 9,130 9,351 10,592 9,130 10,0437
22847 2,788 2,593 2,378 2,302 2,593 1,887
9.9067 10,8437 10,278 9,966 10,453 10,278 9,530
4,5917 4,940 4,647 4,488 4,364 4,647 3,961
5315 5,903 5.631 5,479 6,089 5,631 5,569
9,095 9,900 9,237 9,042 94.626 9.237 8,742
8117 9431 1,041 924 827 1,041 788
4.6497 6,4677 6,667 6,257 7,824 6,667 7,584”
322" 4057 431 519 482 431 5347
175 327 636 372 846 636 8567
497 582 491 45] 430 491 503
#29 681 738 772 664 738 735"
170 354 718 345 463 ns 747
24777 3,923 3,531 3.672 4,773 3.531 4,1437
532 964 958 978 977 958 914
1.483 3,103 3,114 3,597 3,247 3,114 2,96R"
375 964 1,279 1,272 1,019 I,27‘) 1,095
81 1 7 1 6 b
18 23 22 20 20 '72 27
Si4 1,452 1,045 1,538 1,398 1,085 1,123
121 99 102 98 107 102 67
72 81 98 91 94 9K 97
804 723 957 869 814 957 450
726 644 792 750 690 792 293
31 ki 47 29 30 47 637
4 1 3 5 3 3 2
] ] 0 { | 0 0
4 15 24 24 29 24 12
37077 4.4027 3.771 3,981 3,961 3.7 3,421
137 90 67 72 78 67 50
467 582 573 558 575 573 504
545 679 545 617 590 545 473
227 219 221 225 238 221 232
3167 4997 424 380 569 424 400
1077 1,209 884 1,029 925 884 824
924 876 870 735 834 870 857
1,323 1,259 9K6 1,149 1,087 986 770
69 8 2 4 3 2 22
2 78 67 i 113 67 71
203 mn 67 54 61 67 83
21 35 2 34 1t 2 27
257 326 293 319 345 293 176
am 319 276 290 273 276 194
2,991 3,034 3,285 2,803 3,221 3,285 3,214
583 802 1,094 867 775 1,094 1,08t
1,0t4 890 910 837 881 910 816
728 817 703 676 757 703 664
384 517 344 392 355 344 247
233 456 664 622 593 664 604

L. For a description ot the changes i the International Statistics tables, see July
1979 BunieiN, p 8

2. Betore December 1978, foreign currency data include onty liabilites denom-
inated in foreign currencies with an original matunty of less than one year

3. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and

Umited Arab Emirates (Trucial States).

4, Comprises Algeria, Gabon, Libya, and Nigeria
5 Includes nonmonetary international and regional organizations.
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3.23 CLAIMS ON UNATFILIATED FOREIGNERS  Reported by Nonbanking Business Enterprises in the

United States!

Millions of dollars, end of period

1981 1982
Type, and arca o1 country 1979 1980 " 1981
June 7 Sept. ” Dec, ! Mar *
I Total ....... ....... e e e e e 31,378 34,743 35,790 35,638 34,544 35,790 30,042
2 Payable in dollars .. ... Loooo00 0 Lo 28,1837 31,803 32,206 32,596 31,541 32,206 27,435
3 Payabie in toreign aurrencies? .. L 3,193 2,940 3,584 3,042 3,003 3,584 2.607
By type
4 Financial claims .. ... 18,4841 20,057 20,906 20,409 19,586 20,906 17,658
5 Deposits ... 12,8477 14,220 14,694 14,683 13,775 14,694 12,590
6 Payable in (I()l](us 93 13,445 14,080 13,956 13,048 14,080 12,133
7 Payable in forcign gurruluus 916 778 6l4 727 727 6l4 457
& Other tinancial claims ... 5.637 5,837 6,212 5.726 5811 6,212 5,068
9 Payable in dollars . 3810 4,154 3.758 3,988 4,116 3.758 3,439
10 Payable in foreign curencies 1,826 1,683 2.454 1,738 1.695 2.454 1,629
11 Commercial claims . . ..o Lo Lo e 12,892 14,686 14,884 15,229 14,959 14,884 12,384
12 “Trade recevables ... . o0 0 L P 12,188 13953 13,944 14,359 14 048 13,944 11,449
13 Advance payments .md mhu clams. .. . o e 704 713 940 870 91 940 935
14 Payable indollats .. ... oo ool Lo e 12 441 14,203 14,368 14,652 4,377 14,368 11,864
1§ Payable in foreign cuniencies .. ... 0 0 00 L 4510) 481 56 577 582 S16 520
By areq or country
Financial claims
16 FEurope .... ... ... L P 6,1917 6,179 4,592 5213 4846 4,502 4,511
17 Belgm-Loaxembourg. . . .. 32 195 43 174 26 43 L6
18 France . .. . 177 37 325 377 348 325 422
19 Germany. ... 409 230 244 139 320 244 197
20 Nethertands . . 53 St S0 52 o8 50 79
21 Switzerland. ., . 73 59 87 Lo 100 87 33
22 United Kingdom S0t 4,992 3,505 4,009 3,659 3,505 3502
23 Canada ..... ... ... s e e C 49977 5,064 6,624 6,186 6,032 6,624 4,891
24 Latin America and Canbbean ... T N 6,293 7,823 8,589 8,121 7,747 8,589 7.377
25 Bahamas e ce. 2,765 3,479 3,902 3, 46 3.262 3.902 3,482
26 Bermuda.. . ... s o e e 30 135 1% 15 18 27
27 Brazil.. ... .o 00 i s e e e 163 96 30 )(1 66 30 49
28 British WCst Ill(hc T I 2,011 2,755 3.500 3,421 3313 3,500 2,797
29 Mexico ..., ... . e 157 208 33 264 283 313 281
30 Veneezuela . e e e e e 143 137 148 143 143 148 130
31 Asi(l o 706 722 BR2 637 623 8R2 680
32 Japan... ... 0 oo 199 189 363 137 1 363 267
33 Middle East oil-exporting counties® .. ..o 0 o0 16 20 37 1 29 37 36
d O Africa ... oo e e P 253 238 168 216 222 168 164
35 Otl-exporting countries® T e e o 49 26 46 39 41 40 43
36 Allothers.. ... .. o 44 ki 51 37 116 51 34
C umn!cmdl claims
37 Europ 4,909 5,512 5,329 5,470 5,347 5,329 4,342
38 BL 202 233 234 238 220 234 245
39 France . 727 [,129 776 T84 767 776 (4
40 chmuny. I 589 591 554 572 580 554 444
41 Netherlands .. .ooooc0 0 Lo L e e 208 318 303 308 308 303 227
42 Switzerland. . . e e TR 272 353 427 474 404 427 354
43 United Klng(luln e e e e e 901 928 967 1,067 1032 967 (087
44  Canada ..... e e A N L 839 914 967 t.ola 1,017 Y67 93y
45  Latin Amcrica and Caribbean 2879 3,765 3,464 382t 3,726 3,464 2,904
46 Bahamas ... ... e 21 21 12 29 18 12 80
47 Bermudu. 197 108 23 208 241 223 212
48 Brazil. ... . PP, 645 861 068 824 7260 0668 417
49 British West Indice. ... ... 16 34 12 34 13 12 23
50 Mexico . . 08 1,101 1,020 1121 H83 1,020 759
51 Venezuela 343 410 422 420 454 422 344
52 3,451 3,522 3904 3.813 3.700 3914 3151
53 1.177 1,052 1.244 1,2:41 L1229 1.244 1,158
54 765 825 unt 937 X29 901 757
55  Africa ..., L0 Lo . e e e 554 635 750 705 717 750 584
56 Oil-cxporting countrics* . e 133 156 152 137 154 152 142
57 Allother®. ... AN e e e 240 318 459 404 451 459 463
1. For a descuption of the changes in the Internationat Statistics tables, see July 3. Comprises Bahream, Iran, liag, Kuwait, Oman, Qatar, Saudi Arabia, and

1979 Bui e, p. S50.
2. Prior to December 1978, foreign currency data include only tiabihties denom-
inated in foreign curtencies with an original maturity of less than one year.

United Arab Emunates (Trucial States).
4. Comprises Algera, Gabon, Libya, and Nigena

5. Includes nonmonetary international and regional organizations.
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3.24 FOREIGN TRANSACTIONS IN SECURITIES

Millions of dollars

1982 1982
“Transactions, and area or country 1980 1981
JAA::g_ Feb. Mar. Apr. May June July Aug.”

U.S. corporate securities

ST1OCKs r

I Foreign purchases ...  .......  ........ . 40,298 40,603 20,141 2,524 2,635 2.359 2,622 2,166 2,648 3,171
2 Foreignsules. ... oo o0 o L 34 870 34,835 17,686 1,988 2,506 2,101 2,186 1.863 2,648 2,646
3 Net purchases, or sales (—). . .. ...... . ... 5,427 5,768 2,455 536 129 258 436 303 0 528
4 Foreign countries .. .. . ...... ............ 5,409 5,743 2,418 537 120 252 429 299 —6 523
S Europe, ........ ..o 3116 3,606 1,932 347 166 167 306 158 292 264
6 France .... 492 892 - 103 -6 -51 3 48 25 2 -8
7 Germany .. 169 -28 161 17 42 29 43 1 21 ~16
8 Netherlands........ .. ....... e - 328 39 106 38 1 -9 36 23 2 12
9 Switzerland ... .. e 310 280 —287 - 33 ~ 64 — 66 6 85 -3 -57
10 United Kingdom . AP 2,528 2,209 2,049 317 223 176 279 225 297 364
1l Canada ... . ... 887 7483 -122 20 -8 0 -10 2 - 45 74
12 Latin Amenca and Caribbean .. .. 148 - 30 151 31 -19 33 22 25 -69 121
13 Middle East! 1,206 1,140 478 137 R4 6l 104 73 - 133 100
14 Other Asia .. . 16 284 -79 6 4 —40 21 39 - 54 -42
15 Africa. ... ... 0 Lo -1 7 -3 i -3 0 1 3 1 0
16 Other countries ... ... oL 38 -46 62 6 3 12 27 [ 0 S
17 Nonmonetary international and
reglonal organizations. .. ........ . ... .. 18 24 3 —1 9 6 [3 4 6 2
BONDS?
18 Foreign purchases ...... . ... 00 Lo 15,425 17,290 (2,368 929 1,619 2,217 1,929 1,483 1,732 1,512
19 Foreign sales. ... 9,964 12,247 10,412 930 1,481 1,485 1,199 1,153 1,623 1,764
20 Net purchases, or sales (=) ............ ... ... 5,461 5,043 1,956 -1 138 733 730 330 e —252
21 Foreign coumtries ....... ... . . ........ . . 5,526 4,976 1,988 10 144 674 69 356 75 - 116
22 Burope.......... e 1,576 1,356 1,971 16 169 540 704 244 185 ~32
23 Fratiee ... 129 I 115 14 12 20 46 23 3 —18
24 Germany ... . .... 212 848 1,786 104 225 396 SO0 115 256 102
25  Netherlands. . —65 70 45 0 17 14 11 5 -4 0
26 Switzerland 54 108 157 8 15 46 48 12 2 3
27 United Kingdom ............ ... ..., 1,257 [£3 — 156 - 102 102 59 91 67 -63 108
28 Canada..,... .. .... . ... 135 12 167 1 29 46 2 21 { 4
29 Latin America and Caribbean .. . . 185 132 133 -1 26 -8 ts o1 17 18
30 Middle East'........ ... . 3,499 3,465 -303 - 63 —-41 126 —112 22 - 68 ~78
31 Other Asia . e B 117 44 37 52 =29 - 18 61 9 - 60 -3l
32 Africa SN .. 5 -1 19 0 -6 -13 0 4] 0 4]
33 Othercountries ., ........ ... oo 10 -7 2 2 -3 ! 0 -t 0 2
34 Nenmonetary international and
regional organizations. .. .................. -65 66 - -1 ~6 59 40 -26 35 —~136

Foreign securities

35 Stocks, net purchases, or sales ( <), ~2,136 -39 168 38 3l —65 - 118 79 44 11
36 Foreign purchases ... . ....... . 7.893 9,261 4,187 509 692 383 486 G619 444 531
37 Foreignsales... ........... ... oL 10,029 9,300 4,019 471 661 448 (SN 540 400 520
38 Bonds, net purchases, or sales (=) ............. -~ 1,001 —5,436 -2,832 -99 -- 540 ~33 461 — 762 - 544 — 1,208
39 Foreign purchases ................... . 17,084 17,540 17,893 1,513 2,549 2,254 2,755 2,033 2,288 3.279
40 Foreign sales..... ... 18,086 22,976 20,724 1,612 3,089 2,287 2,294 2,795 2,832 4,487
41 Net purchases, or sales (—), of stocks and bonds . -3,138 —-5,475 ~2,664 —-62 -509 -98 346 - 684 - 500 -1,197
42 Foreign countries ~4,014 -4,463 | —2,352 -121 —525 -32 126 - 305 ~507 -999
43 Europe ~ 1,108 - 68l — 557 —58 109 =127 - 40 --425 -21 - 128
44 Canada o L —1L048 -3,6981 —1.579 =102 - 628 120 76 —-81 - 266 ~533
45 Latin Amecrica and Carthbean . 86 170 728 67 96 202 144 76 26 49
46 ASid .. . L) - 1147 291 —963 ~-21 ~115 - 209 -33 127 —255 --433
47 Africa........ e e . 24 - 53 -17 -1 -5 - 17 -1 0 3 17
48 Other countries ............. ... ..o 79 90 7 -7 17 0 -1 -2 6 29
49 Nonmonetary international and
regional organizations..... .. ... .. ..., 876 -1,082 -3 60 16 - 66 219 ~379 7 - 198
t. Comprises oil-exporting countries as follows: Bahrain, Iran, Iraq, Kuwait, 2. Includes state and local government securitics, and sccurttics of U.S. gov-
Oman, Qatar, Saudi Arabia, and United Arab Emirates (Trucial States). ernment agencies and corporations. Also includes issues of new debt securities sold

abroad by U.S. corporations organized to finance direct investments abroad.
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3.25 MARKETABLE U.S. TREASURY BONDS AND NOTES Forcign Holdings and Transactions

Millions of dollars

1982 1982
Country or arca 1980 1981
Jan -
Aug. Feb. M, Apr May June July Aug ¥
Holdings (end of perod)f
1 FEstimated total® . .. 57,549 70,201 | ..oausn 73,800 75,794 77,268 77,836 | 78,199 79,655 80,477
2 Foreign countricy? . 52,961 64,530 68,273 70,251 71.925 72,950 73,008 75,363 76,737
I Baropel ... .o 24,408 23,976 258,332 26,085 26,393 26,024 25,738 26.454 27,729
4 Belgium-Luxembowmg.. . ... ... .. .. ... 7 543 ... 363 539 709 340 152 155 576
5 Gemmany® ... 12,327 ngel{. ... 12,845 13,055 13.231 12,974 13,022 13,535 13,959
6 Netherlands 1,884 1,955 2,038 2,052 2,139 2,152 2,176 2,147 2,312
7  Sweden... .. o 595 643 638 697 662 0355 652 650 644
& Switzerland? ... | 1,485 846 984 1,025 1,187 1,134 1,039 1,016 1,100
9 Unted Kingdom . 7.323 6,709 6,931 7,037 6,737 6811 6,674 6,923 FRVAS
10 Other Western Lurope. ... ... ... .. o 7 1,419 1,535 1,680 1,757 1,954 2,023 2,028 2,012
11 Fastern Europe o . L 0 0 0 0 0 0 0 0 0
12 Canada. ..o oo 4449 St4 499 458 473 506 410 445 352
13 Latin America and Cartbbean .. 999 736 728 760 886 938 910 B4R 1,166
14 Venezuela ................. o 202 286 286 286 R 296 253 229 222
15 Other Latin America and Caribbean. . . 285 319 337 370 383 437 432 402 611
16 Netherlands Antilles . . o 421 131 104 1 196 204 224 217 333
17 Asia oo FE 26,112 38,671 41,310 42,531 43,750 45,060 | 45516 47,189 47,175
18 Japan .. ... 9,479 10,780 11,022 11,203 11,381 11,396 | 11,137 11,2891 11,247
19 Atrica. .. .. . 919 631 400 40 403 405 408 408 308
20 All other ..., .. . 14 2 5 7 22 2t 26 23 ¥4
21 Nonmonetary international and regional organizations . . 4,588 5,671 5,527 5,543 5,343 4,886 5.194 4,292 3,740
22 International. ... .o 4,548 50371 ... 5,493 5,529 5,278 4,822 5,123 4,167 3,629
23 Latin American regional 36 1 -4 -4 -4 4 - 47 -4 4
‘Fransactions (net purchases, or sales () dunng period)
24 Total? ........... . ... Lo 6,066 12,652 | 10,276 2,313 1,994 1,474 568 362 1,457 822
25 Forcign countries? ... 6,906 11,568 | 12,207 2,423 1,978 1,674 1,025 54 2,358 1,374
26 Official institutions ............ 3,865 11.694 | 10,285 2,343 1,314 812 1474 318 2817 367
27 Other fnwlgnz . . . - 3,040 127 1,921 8]0 604 862 448 264 458 1,007
28 Nonmonetary international and regional organizations . . 843 1,085 | - 1,931 110 16 200 457 309 903 553
M1 Mo: Qil-cxporting countrics
29 Middle East?., .. C 7.672 11,156 7,169 1.373 470 906 907 924 1,313 257
30 Africat. o »27 - 289 327 - 19 0 2 2 [i v ton

1. Estimated ofticial and private holdings ot matketable U.S. Treasuty secunities
with an original maturity of more than fycur. Data are based on a benchmark
survey of holdings as of Jan. 31, 1971, and monthly transactions reports. Excludes
nonmarketable 1J.§ Treasury bonds and notes held by official institutions of foreign
countries.

2. Begimning December 1978, includes U S, “Lreasuty notes publicly issued to
private toreign residents denominated v toreign currencies.

3 Comprises Babrain, Iran, lrag, Kuwait, Oman, Qatar, Saudi Arabia, and
Urnited Arab Emirates (Trucial States),

4 Comprises Algeria, Gabon, Libya, and Nigena

326 DISCOUNT RATES OF FOREIGN CENTRAIL BANKS

Percent per annum

Rate on Sept. 30, 1982 Rate on Sept. 30, 1982 Rate on Sept 30, 1982
Country Country Country
Per- Month Pa Month Per- Month
cent eftective cent cftective cent cltective
Argentina 226.0 Aug. 1982 France! ... ... ... 13.75 Sept. 1982 Sweden 10 Mar 1982
Austria ... ... 625 Aug 1982 Germany, Fed. Rep. ot .. 70 Aug. 1082 Switzetland Lo SU Aug. 1982
Belgium, .. ........... .. 12.5 Sept. 1982 Italy . 18.0 Aug. 1981 United Kingdom= ..., . o
Brazit. ... 49.0 Mar. 1981 Jupan RN Dec. 1081 Venceuela, oo 140 Aug. 1981
Canada ................. 12.98 Sept. 1982 Netherfands . .. .. ... 70 Aung. 1982
Denmark ... 11.00 Oct 1980 Norway 9.0 Nov 1979
1. As of the end of February 1981, the rate is that at which the Bank of France discounts ot makes advances against  ehgible commercial paper  and/or
discounts Treasury bills for 7 to 10 days. government  commercrd  banks  or  bitokers.  For  countnies wath

2. Minimum lending rate suspended as of Aug. 20, 1981

No1k. Rates shown are mamly those at which the central bank cither

mote than one rale applicable to such discounts o1 advances, the rate
shown s the one at which it is undeistood the central bank transacts the
largest proportion of its credit operations,
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3.27 FOREIGN SHORT-TERM INTEREST RATES

Percent per annum, averages of daily figures

1982
Country, or type 1979 1980 1981
Mar. Apr. May June July Aug. Scpt.
I Burodollars......... ......... ...... 11.96 14.00 16.79 14.90 15.20 14.53 15.45 14 37 11.57 11.74
2 United Kingdom ..................... 13.60 16.59 (3.86 13.53 13.69 13.31 12.96 12.35 11.08 10.84
3 Canada.... ... ... o e 1191 13.12 18.84 15.67 15.74 15.46 16.84 16.23 14.76 13.57
4 Germany . . 6.64 9.45 12.05 9.84 9.30 9.12 9.22 9.41 8.94 8.13
S Switzerland . . 204 5.79 9.15 6.37 4.96 3.80 5.3y 4.32 4.07 3.97
6 Netherlands ... ..................... 9.33 10.60 11.52 8.90 8.20 8.62 8.75 8.95 8.66 7.85
7 France ........ o 9.44 12.18 15.28 15.21 16.36 16.17 15.67 14.64 14.43 14.09
§ Italy ... 11.85 17.50 19.98 20.63 20.62 20.59 20.51 20.18 19.52 18.56
9 Belgium . 10.48 14.06 15.28 14.02 14.95 15.00 15.38 15.22 14.00 13.06
W0 Japan ..o 6.10 11.45 7.58 6.43 6.57 6.80 7.14 7.15 7.14 7.19

Note. Rates are for 3-month interbank loans except for Canada, finance company paper; Belgium, 3-month Treasury bills; and Japan, Gensaki rate.

3.28 FOREIGN EXCHANGE RATES

Currency units per dollar

1982
Country/currency 1979 1980 1981
Apr May June July Aug. Sept.

I Argentina/peso ... . ... ... Lo n.a. n.a. n.a 11761.36 13942.50 15025.00 19671.43 2117273 25961.90

2 Australia/dollar! 111.77 114.00) 114.95 105.15 105.94 103.23 101,09 97.83 95.820
3 Austria/schilling ... . . . .. Lo 13.387 12.945 15.948 16.853 16.274 17.114 17.342 17.431 17.597
4 Belgium/ranc .. .... ..... .. ... .. 20.342 29 237 37.194 45.292 43.666 46 183 47.009 47483 48 300
S Brazilferuzeiro,........ ... o0 o n.a. n.a. 92.374 151.03 159.08 167.70 177.97 188.25 201.73

6 Canada/dollar ........ ... ..... .. ... 1.1603 11643 1.1990 1.2252 1.2336 1.2756 1.2699 1.2452 1.2348
7 Chilefpeso ..... .. ... . n.a. n.a. na 39.407 39,537 43.373 47.228 54.941 62.643
8 China, P.R./yuan .. n.a. n.a, 1.7031 1.8565 1.8123 1.9014 1.9300 1.9432 1.9567
9 Colombia/peso .. .. .. . na, n.a, n.a. 61.057 62,365 63.318 65.539 65.179 65.921
10 Denmark/krone ... Lo 5.2622 S 6345 7.1350 8.1591 7.8444 8.3481 8.5402 8.6482 8.8038
{1 Finland/markka 38886 3.7206 4.3128 4.6097 4,5045 4.6763 4.7278 47515 4.8014
12 France/franc....... ... . 4.2566 4.2250 5.4396 6.2457 6.0237 6.5785 6.8560 6.9285 7.064%
13 Germany/deutsche mark e 1.8342 L8175 2.2631 2.3970 2.3127 2.4292 2.4662 24813 2.5055
14 Greece/drachma ... ..., R, . n.a n.a. n.a. 63.541 62.892 67.795 69.434 70.165 70.946
15 Hong Kong/dollar ...... ...... . .. n.a. n.a. 5.5678 5.8274 5.7549 5.8669 5.9025 6.0598 6.1253
16 India/rupee ........... 8.1555 7.8866 8.6807 9.3923 9.2965 9.4668 9.5633 9.5741 9.6495
17 Indonesia/rupiah... ... . na, n.a, n.a. 651.14 653,67 654.98 659.18 662,11 662.75
18 Iran/rial n.a, n.a. 79.324 n.a. n.a. n.a. n.a. i, n.4a.
19 Ireland/pound! 204.65 205.77 161.32 144,22 149.60 141.92 139.48 138.54 136.53
20 Israel/shekel....... ... ... oo n.a. n.a. na 20.014 21.184 23,179 25.320 26.940 28.922
21 Italy/lira .. F 831.10 856.20 1138 60 1321.60 1283.37 1358.43 1382.26 1392.60 1411 19
22 Japan/yen. .. 219.02 226.63 220.63 24411 236.96 251.20 255.03 259.04 263.29
23 Malaysia/ringgit .. . .. . 21721 21767 2.3048 2.3395 2.2907 23392 3554 23528 2.3610
24 Mexico/peso. .......... . 22.816 22.968 24.547 46,152 46.903 47.716 48.594 90.187 101.86
25 Netherlands/guilder . . . . 2.0072 1.9875 2.4998 2.6594 2.5709 2.6848 2.7239 2.7295 2.7444
26 New Zealand/doltar! e .. 102.23 97.34 86,848 76.562 77.025 74,951 73.990 73.217 72.419
27 Norwaylkrone ........... ... ... .. 5.0650 4,9381 5.7430 6.0820 5.9675 6.1869 6.3557 6 6785 6.8999
28 Perufsol ... ol Ll . n.a. n.a. fn.a. 591.29 622.87 656.11 693.56 73097 772.08
29 Philippines/peso . .. e n.a. n.a, 7.8113 8.3565 8.4016 8.4511 8.4802 8.5142 8.6521
30 Portugal/escudo .............. .o 48.953 50.082 61.739 72.493 70.610 78.477 84.514 85914 87.702
31 Singapore/dolar ... ... L n.a. n.a. 21083 2.1329 2.0886 2.1379 2.1464 2.1594 2.1671
32 South Africa/rand/! . . 118.72 128.54 114.77 94.8810) 94.010 89.57 87.20 86,77 86.830
33 South Korea/won .. e . n.a. na. n.a. 721.03 724.35 738.30 743.06 744.45 743.61
34 Spainfpescta. ........ .. . . 67.158 71.758 92.396 106.15 102,947 109.215 111.57 H2.079 113.049
35 Sri Lanka/rupece . . .. 15.570 16.167 18.967 20.575 20.365 20.750 20.895 20.895 20.918
36 Sweden/krona ... .. . 4.2892 4.2300 5.0659 5.9144 5.7888 6.0244 6.1159 6.1441 6.2313
37 Switzerland/franc . PPN P 1.6643 16772 1.9674 1.9624 1.9500 2.0789 2.0960 21119 2.1418
38 Thailand/aht ..o oo n.a, n.a. 21.731 23.025 23,000 23.000 23.000 23.000 23.000
39 United Kingdom/pound'. . .. 212.24 232.58 202.43 177.20 181.03 175.63 173.54 172.50 171.20
40 Venezuela/bolivar............. . ........ n.a. n.a. 4.2781 4.3023 4.2991 4.2953 4.2951 42081 4.3006

Memo:
United States/dollac? .. ... ... 88.09 87.39 102.94 114.07 111.03 116.97 118.91 119.63 120.93
1. Value in U.S. cents. revised as of August 1978, For description and back data, see “Index of
2. Index of weighted-average exchange value of U.S. dollar against cur- the Weighted-Average Exchange Value of the U.S. Dollar: Revision™ on page

rencies of other G-10 countries plus Switzerland. March 1973 = 100 700 ot the August 1978 Buiir 1IN,

Weights are  1972-76 global trade of each of the 10 countries. Serics
Noit  Averages of certified noon buying rates in New York for cable transfers.
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420 DOMESTIC AND FOREIGN OFFICES, Commercial Banks with Asscts of $100 Million or over'”?
Consolidated Report of Condition; June 30, 1982

Millions of doliars

Banks with forcign otfices? Banks
without
Iiem Tnsured o Foregn Domestic [()I;IC{g‘xl
ota offices’ ottices othices
t Total assets. ........... e e 1,659,191 1,217,234 388,174 877,171 441,957
2 Cash and due from depository mstitutions ... ... e 280,847 226,729 127,212 09,517 54,119
3 Currency and coin (U.S. and foreign) ...... . .. 14,930 8,671 274 8.397 6,259
4 Balances with Federal Reserve Banks ..o o 00000 oo . 18,041 12.595 261 12.334 5,440
S Balances with other central banks . P . 3618 3.018 3,522 96 )
6 Demand balances with commercial banks in Umlul Smus I8, 141 7,521 215 7.306 10,620
7 Al other balances with depository institutions in United St:
countries . 160,979 140,905 121,195 19711 20,073
8 Time and savings balances with commercial banks in United States. ... ... . 17,276 8,468 5,964 2.504 8,808
9 Balances with other depository institutions in United States ... 732 379 274 105 353
10 Balances with banks in foreign countries.............. o 142,971 132,059 114 956 17,102 10,913
11 Forcign branches of other U.S. bank R (&) 20,725 17,049 3.676 b}
12 Other banks in foreign countnes. . .. ") 111,334 97.908 13.426 D)
13 Cash items i process ot collection .......... ... o o A 65,138 53,418 1,745 51.673 11,720
14 Total securities, loans, and lease fnanung receivables ................... . R, 1,246,761 879,246 208,877 670,369 367,515
15 Total securities, book value . L . o 234,145 125,350 9,736 115614 108,795
16 US Treasury ..........oco0 oonnn. A e 63,184 28,788 208 28,580 34,396
17 Obligations of other U S. government agencies and corporanons .. ... . 38,893 16,017 27 15,990 22.876
18 Obligations of states and political subdivisions in United States ... .. . ... ... 105,790 57,064 632 57,032 48,126
19 All other securitics. . .. . - . L . . . 26,278 22,882 ¥ 870 14,011 3,397
20 Other bonds, notes, dnd dchcnmrcs PP e e e e 10,964 8,548 6,989 1.559 2416
21 Federal Reserve 'm(l corporate stock.. Lol A s e . 1,890 1,401 173 1.228 489
22 Trading account securities ...... DN e 13,424 12,933 1,709 11,224 491
23 Federal funds sold and securities purchdwd under agreements to resell . e . 60,874 16,712 920 35,791 24,162
24 TOAY JOANS, BIOSS o\ ottt e e e 960,939 718,659 197,657 521,002 242,279
25 Liss: Unearned income on loans . R B 14,520 7.543 1,831 5712 6,977
26 Altowance for possible loan loss .. .. e L 10,253 7.519 291 7.228 2,734
27 EQUALS: Loans, net. ..o o 936,166 703,597 195,536 508,062 232,568
Total loans, gross, by category
28 Real estatc loans. .............c...... o - 224,387 137,652 8,660 128,992 86,735
29 Construction and land development . ..., %“) g‘ (6] 2.242 11,051
30 Secured by farmland ... . . . L ) ¥ 6} 848 1,426
31 Secured by residential properties . .. ... . 6] ¢ )] 70,482 48,520
32 1- to 4-family. ... ... %) ) ) 66,815 46,270
33 FHA-insured or VA- g\mmuuul ) E* ) 3,959 2,019
34 Conventional ............... g'; N (‘; 62.857 44252
35 Multifamily ... . 4 (4 (! 3,667 2,249
36 FHA-insured . ) %) &) 224 73
37 Conventional .. . . E‘) ") ™ 3.443 2,177
38 Secured by nonfarm nonresidential pmpuruu ) * ) 25420 25,738
39 Loans to financial institutions . 95,629 /9,203 33,613 55.590 0,426
40 REITs and mortgage compani . S L 5128 4,532 U8 4,434 596
41  Commercial banks in United States . ............ PPN P PRSI 12,283 8,501 660 7.841 3,782
42 U.S. branches and agencies of f()rcq,n banks . . L. 4 3,988 307 3.681 4
43 Other commercial banks.................... e + 4,513 353 4,160 ‘
44 Banks in foreign countrics 46,102 45,609 25,734 19.875 493
45 Foreign branches of other U8, banks . . N R * 1,020 296 724 ¢
46 Other. . « v« o e I . (¢ 44.589 25,438 19,151 4
47  Finance LOdelHCS in United States. ... 11,610 11,118 258 10,860 492
48 Other finanaal institutions . ... ... 20,506 19,443 6,863 12,580 1,063
49 Loans for purchasing or carrymng secuntics. 12,229 10,330 1,566 8,705 1,899
50 Brokers and dealers in sccurities. ... .. e 7,656 7,251 1189 6,062 405
51 Other. e e e e e e . . 4,573 3,079 376 2,703 1,494
52 Loans to finance dgnculluml pmduuum and other loans to tarmers ..o L . 12,215 6,911 720 6,191 5,304
53 Commercial and industrial loans . . 427,402 351071 120,975 230.096 76, %”&2
54 U8, addressees {domicile}.. ...... 4 222,265 15,844 206,421
55 Non-U.S. addressces (domicile) . * 128,806 105,131 23,675 “
56 Loans to individuals for houschold, fdmllv and other pCr\l)l!d] expenditures. . e 137, ()Iﬁ 76,182 6, 58(7 69,596 61,733
57 Installment loans............ e B P + 57,104 50,471
S8 Passenger automohiles. . .. F 4 ¥ (‘ 16,559 20,980
59 Credit cards and related plans . ..o ovo oo 4 M % 21,022 9,952
60 Retail (charge account) credit card. . 4 4 b 17,041 8.558
61 Check and revolving credit. . ... . .. + 4 ; 3982 1.394
62 Mobile homes .. . o - e e . e @) ¢ &) 3,206 3,535
63 Other installment l0ANS. . . .. cooovre o ('; 4 (‘; 16,317 16,004
64 Other retail consumer guuds ................... BN PR RV ¢ E‘ ¢ 4,241 3,283
65 Residential property repair and modermzahon ..............0 0 L ¢ 4 ('% 3.590 4,110
66 Other installment loans for household, family, and other personal cxpuuhturgs. . * E‘ (* 8,480 8,612
67 Single-payment toans. ... (') Y ) 12,492 1,262
68 Allotherloans .......... ... . 51,162 47 311 25,537 21.773 3851
69 Loans to furclgn g,uvcrnmcnls and official institutions . ¢ ) 32,999 23,352 9,647 ¢
70 Other .. .. S ) 14,312 2,185 12,126 I
71 Lease fmancmg rcccnv.lhlt,s e . .. 15,576 13,587 2,085 10,902 1,989
72 Bank premises, furniture and fmurcs .mL other assets rcprusumng bank premises ... . .. 23,890 14,689 1,452 13.236 9,202
73 Real estate owned other than bank premises.... ... Lo 2,396 1,495 93 1402 901
74 Allotherassets.................. e 105,296 95,075 50,540 93,252 10,221
75 Investment in unconsolidated suhudmnu and asso dtLd u)mpdm\,s .......... 1,508 1,446 1,076 370 62
76  Customers’ hability on acceptances outstanding | 59, 547 59,120 15,870 43.251 426
77 U.S. addressces (domicile) . 18,798 ! 4 4
8 Non-U.S. addressees (donnulu) . 4) 40,322 I * I
79 Net due from foreign branches, fnrmgn subsidiarics. ¢ 21,684 27,033 :
80 Othcr ....................... 44‘242 34,509 11.911 22,599 9,732
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4,20 Continucd

. s 2wl
Banks with foreign ottices Ranks
Item Inswed ‘;’l"?”‘m
Total For cign Domestic :rrrt:!c’?
¢ offices’ oftices §
81 Total liabilities and equity capital® ... .. ... 1,659,194 | 1,217,234 W] @ 441,957
82 Total liabilities excluding subordinated debt 1,565,085 1,156,351 347,925 817,142 408,734
83 Total deposits . .. ... L. . 1,261,124 900,544 320,153 580,391 360,581
84 IndlvuSuaI% partnerships, and corporations . 972,857 654,499 168,123 486,376 318,359
85 U.S. government 4,436 3,136 264 2,872 1,301
86 States and political subdivisions in United ¢ 55,271 26,845 557 26,288 28,427
87 Allother... . .. ... . 216,631 207,621 150,491 57,130 9,010
88 Foreign governments and otficial mstitutions . .. . , .. L 26 865 26,689 19,884 6,805 176
89 Commercial banks in Umited States ... .. oo . . 69 474 61,068 21,519 13,549 8.406
90 U.S. branches and agencies of foreign banks . . . + S.n 3,387 1,754 4
91 Other commercial banks in United States ..o o0 . L .. ‘ 55,956 24,162 31,794 ?4
92 Banks in foreign countries .. e P 120,292 119,865 103,088 16,776 428
93 Foreign branches of other UL 4 19,932 17,907 2,025 "
94 Other banks in foreign umnmcs . . N 99,933 85,181 14,752 N
95 Certified and otficers’ checks, tr.xvn]us ghu.k\ uud ]uurs ol uuht sold fnr cash ... ... 11,929 8,443 79 7,724 3,485
96 Federal funds purchased and securities sold under agreements 1o repurchase in domestic otfices
and Edge and agreement subsidiaries ..o 00 L 153,431 118,332 370 117,962 35,099
97 Interest-bearing demand notes issued to U8, Treasury and othier liabilitics tor bottawed
MONCY oo 44,342 40,223 15,492 24,731 4,119
98 Interest-bearing demand notes (note balances 6,261 4,282 (@) 4,282 1,979
99 Other liabilities for borrowed money. .. ... .. 38,081 35,041 15,492 20,449 2,140
100 Mortgage mdebtedness and liability for mplt.llllul le 2,201 1,449 16 1,433 752
101 All other habilitties ., ... ............. , . 103 986 95,802 51,803 92,626 8,184
102 Acceptances LXLClllcd and outstanding . e 549,809 59,383 13,950 45,432 427
103 Net due to forcign anches, fmugn subwiduaries, b dge and agreement subsidiaries ..., .. L ! N 27,033 21,684 )
104 Other................. . . o 44,177 36,420 10,910 25,509 7,757
105 Subordinated notes and dcbcnlurcs ..... 5,860 4,200 259 3,941 1,666
106 Total equit capital® ... . .. 8]8,241 56,683 4y & 31,597
107 Preferred stock . . 217 131 4 N 86
108  Common stock . . L B . . 17,129 11,150 ! 4 5,979
109 Surplus ....... ...... ) R 29,465 17.757 ¥ 4 11,708
110 Undivided profits and A 41,429 27,645 i ) 13,785
11 Undivided profits . . o 40,586 27,256 4 4 13,330
112 Reserve for u)mmgumu and other L.lpnml FOSCIVES . Lo 8dd 389 N i 455
MLmo
Depasits in domestie nffue\
113 Total demand .. .. ... ........... .. 267952 177,122 0 177122 90,830
114 Total sdvmgs ..... P 152,991 4} 78,032 74,959
115 Total time. 520,020 [} 325,237 194,701
116 Time dcpnsns of $l(l() 000 or more 287,385 4] 214,445 72,940
117 Certificates of deposit (CIs) in denominations ot $I(1() (J( . e 253,726 185 lH 0 185,113 68,613
18 Other.... .. . .. o oo AP 33,660 29,333 0 29,333 4,327
119 Savings deposits .nltlmruul for automatic transfer and NOW accounts, e e 44,610 22.7‘)() 0 22,790 21,819
120 Money market time certificates ot $10,000 and less than $l()() 000 with nn;,
weeks ..o, N e (] 0 [¢] 0 0
121 All savers certificates. . . 15,469 7,968 0 7,968 7.501
122 Demand deposits adluslul" P 174 948 103,168 0 103,168 71,780
123 Standby letters of credit, total. e K0,760 75,583 14,588 60,496 5,176
124 U.S. addressees (domicile) . o o b 55,704 4 + 4
125  Non-U.S. addressces ((lulmulc) 4 19,879 4 I 6
126 Standby letters of credit conveyed to others thiough pdlllupdnnns (mdudul in tnl.xl B
letters of credit) ... o © L e s e 6,557 6,229 555 5,675 27
127 Holdings of commeraial paper included in total gm\s loatis .0 o o " Q] * 201 836
Average for 30 calendar days (or calendar monrh) ending with report date
128 Total QSSCES .. .0 o e e e e e 1,647,490 1,207,586 342,624 864,963 439,904
129 Cash and due from de posItory. lnsmumms ....................................... 274 875 224210 125,023 99,187 50,665
130 Federal tunds sold and sccurities purchdsui under ‘\brtumnts to resell . JE 61,597 34,334 862 33,472 27,263
131 Total loans......... . e 941,396 707,553 197,412 510,141 233,843
132 Total deposits ... ... .o o e P 1,241,560 881,835 315,403 566,432 359,725
133 Time CDs in denominations of $100,000 or more in domestic ()tmu o . . 252,802 ) @) 183,900 68,902
134 Federal funds purchased and sccurities sold under agreements to rcpuuh.m 164,474 128,770 538 128,233 35,704
135 Other liabilitics for borrowed money 36,891 34913 15,339 19,574 1,978
136 Number of banks .......... ..... 1,708 194 194 194 1,514

For notes see end of table.
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4.21 DOMESTIC OFFICES, Insured Commercial Banks with Asscts ot $100 Million or over!'?
Consalidated Report of Condition; June 30, 1982
Millions of dollars
Member banks Non-
[tem Insured member
Total National State insured

1 Total assets. . ) R 1,319,733 | 1,114,859 845,225 269,634 204,874
2 Cashand due trom depository mstitutions ., .. 153,638 133,065 97,921 35,144 20,570
3 Currency and com (U.S. and toreign) 14,6560 12,412 9,778 2,634 2,244
4 Balances with Federal Resetve Banks . 17,780 17.039 12,645 4,394 741
S Balances with other cential banks . . 96 96 79 17 0
6 Demand balances with commercial banks i United States. .. .. 17,926 12,338 9,775 2,559 5,592

7 All other balances with depository institutions in United States and with banks n foreign
countries. . . e . 39,784 30,614 23,039 7,574 9,170
8 Time and mvm;,s b.ll‘mucs with wmmcrcml hunks in Umlul Smlu e e 11,311 7,639 5.874% 1,761 3,672
9 Balances with other depository institutions in United States 458 170 132 34 288
I Balances with banks w loteign countries ... .. . s 28,015 22,805 17,029 §,718 5,210
11 Cash tems in process ot collection. ... L. 63,393 60,571 42,604 17,966 2,823
12 Total securities, loans, and lease financing receivables .. PN 1,037,884 866,016 658,613 207,403 171,868
13 Total securtties, book value ... oo e s e e 224,410 175,328 132,870 42,458 49,081
14 U.S. Treasury 62,976 46,880 35,208 11,613 16,096
15 Obligations of othr U S. ywunmun dgunuu (md uupumtmns. 38 K67 28,431 22,944 5,487 10,436
16 Obligations of states and pohtical subdivisions in Umted States 105,159 84,598 ad,012 20,586 20,560
17 All other secuntties ..o e PN 17.408 15,419 10,647 4,772 1,990
18 Other bonds, notes, and debentures oo o 00 0 oo o L 3,975 2,384 1,731 652 1,591
19 Federal Reserve and corporate stock . .. N . 1,717 1,538 1,162 376 180
20 Trading account seeuntties . . ., L e 11,716 11,497 7,754 3,744 218
2% Federad funds sold and sceutities purchased under agreements toresell oo L 54,954 50,859 39,278 11,580 9,095
22 Total oans, gross ... 763,282 646,410 491,596 (54,820 116,866
23 Liss: Unearned mcome on boans. ... . 0 e e e 12,690 9,664 7,269 2,396 3,025
24 Allowance tor posaible loan loss - . 9,062 8,714 6,574 2,140 1,248
25 BEQUAIS. Lodns, NCt. ..o i o SN 740,630 628,038 477,754 150,284 112,592

Total louns, gross, by category

26 Real estate loans. . P L 215,726 172,516 141,493 31,023 43,211
27 Construction and land development 43,293 36,513 28,456 8,058 6,780
28 Sccured by farmland . .. . oL 2275 1,658 1,480 178 016
29 Sccured by residential properties o 119,001 95,448 79,678 15,770 23,553
30 I-tod-fumily . ... 0 ..o L L . . 113,085 90,733 75,908 14,824 22,353
31 FHA-msured or VA- gudrumaul L . . P 5977 5,320 4,346 980 651
a2 Conventionat . e e e VN . R 107,108 85,406 71,562 13,844 21,702
KRi Multifanuty . 5916 4,715 3,770 945 1,200
34 FEHA-mouted . . . 290 215 113 102 81
35 Conventional .. ... oo o e e e e . 5,620 4,500 3,657 R43 1,119
36 Sccured by nonfarn nnnusulul(ml propetties . . . ... P 51,158 38,897 31,879 7018 12,261
37 Loans to hnanaal institutions .. . . e 62,016 57,324 35,338 21,986 4,692
38 REITs and mortgage companies m United States 5,030 4,689 3,362 1,327 341
39 Commerctal banks tn United States ... 000 oo o e 11,623 8,013 5,657 2,956 3,010
40 Banks in forcign wunluu . o . T 20,368 19,816 10,672 9,145 551
41 Fmance companies | in United Sl.nm . . s 11,353 L1,131 6,929 4,202 221
42 Other tinancial institutions .. . . . ... Lo 13,643 13.075 8,719 4,356 568
43 Loans for purchasing o1 calrying sceunitics, . . .0 .. L 10,663 10,106 6,013 4,092 557
44 BroKers and dealers in secutities. . . 6,467 6,240 3,074 3,166 227
45 2 P 4,197 3,860 2,941 925 330
46 Loans to hmance agticultural production and other loans to Lunu.rs . 11,495 10,046 9,185 Kol 1,449
47 Commercial and industrial 10ans ..o e 306,427 267,740 198,606 69,134 38,687
48 Loans to individuals for houschold, tamuly, and other pusun,ll prt_ndmnu 131,329 104,926 85,570 19,357 26,403
49 Installment loans. . ... . G N 107,575 N5,737 70,517 15,220 21,838
50 Passenger umumuhllu 17,539 28.306 23,071 5,235 9232
51 Credit cards and related pl‘lns . 30,975 27,844 22 987 4,850 3,131
52 Retall {churge account) credit card 25,599 23,236 19,381 3,855 2,363
53 Check and revolving credit 5.376 4,608 3,607 1,001 768
54 Mobile homes . . . C 6,741 5,383 4,904 479 1,358
55 Other m\l(lllmull Io.ms ...... e 32,321 24,204 19,555 4,649 8,117
56 Other retail consumer b()(xds 7.523 5,940 4,875 1,065 1,583
57 Residential property repair und modernization . 7,700 5,472 4,433 1,039 2,228
58 Other installment loans tor houschold, Lum]y, and othu pumlml prgndnun.s. L. 17,097 12,792 10,247 2,545 4,308
59 Single-payment loans . e L 23,754 19,189 15,053 4,137 4,565
60 All other loans . ... ... e e L . e 25,624 23,756 15,390 8,367 1,868
61 Lease tmancing recevables . o0 oo o e 12,891 11,792 8.7t 3,081 1,099
62 Bank premises, furniture and 1|xl\|ru and other assets rcpruuunu., lnmk prunms . 22,438 18,150 14,692 3,464 4,282
63 Real estate owned other than bank premises. . .. . . .. 0 - 2,303 1,883 [,493 391 419
64 All other assets . e e 103,473 95,738 72.506 23,231 7,735
65 Invcslmun in unconsolidated \uhsldmrms and associated wmpdmu ..... 432 398 367 31 34
66 Customers' liability on acceptances outstandmg ... ... .. 43.677 42,779 30,947 11,832 898
67 Net due from tnr%n branches, toreign subsidiaries, Ld{.,c and d!.,rLCn\Lm ubswdiaries 27,033 24 969 20,821 4,148 2,064
68 ORI, o o o R S o 32,331 27.591 20,372 7.220 4.740
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421 Continucd

Member banks N
on-
ltem Insured - member
Total Nationat State insured

69 Total linhilities and egnity capital® . G e e 1,319,733 1,144,859 845,225 269,634 204,874
70 Total liabilities excluding subordinated debt L . 1,225,876 1,036,209 785,736 250,473 189,667
71 Total deposits ... . e . . 940,971 771,172 598,421 172,752 169,799
72 Individuals, partnerships, and u)rpumllum T 844,735 653 944 514,387 139,557 150,790
73 U.S. government . . . Cee . 4,173 3,085 K822 863 488
74 States and political subdivisions in Um(ul States . . e 54,718 41,310 331976 7,340 13,399
75 Alother ... e e . BT 06,140 62,775 41,397 21378 3.365
76 Foreign governments and otticial m\muuuux P P o 0,981 6,755 4,155 2,600 226
77 Commercial banky m United States . ... .. e e 41,955 39,550 28,524 11,025 2,405
78 Banks in toreign counties .. o 17,204 16,470 8718 7,752 734
79 Certitied and ofticers’ checks, (mvdus d]Ld\\‘ and ll.ll(.l\ ol uuhl wlnl tm Lush A 11,209 Y452 S8 3,013 1,757
80 Demand dupusm ,,,,,,,,, R e . P . 207,952 227 880 167,749 60,131 40,072
88 Mutual savings banks. .. .0 0 Lo . e . Y44 81Y 424 395 125
82 Other indiv als, pmlnuslnps Aml corporations. . . ce AP 200,462 172,032 129,573 42 459 34,430
83 U S. government . Lo P . 3410 1,018 2,250 762 392
84 States and political mhnhvlsmns n Unmd Smtcs . . RN Lo 10,672 8,759 0,994 1,766 1,913
85  Allother. .. .. ... .. ... . e - 35,253 313,500 22,004 11,136 1,453
86 Foregn anunmum and ottical msmulmns ,,,,, e . 1668 1,638 w76 602 30
87 Commercial banks in Umted States .. ..o o . . P 26,200 23,039 18,720 6,319 1,161
BB Banks in hnubn countries . .. L L e 7385 7,123 2,908 4,155 262
89 Certiticd and ofticers’ cheeks, lm\mlus checks, .mtl lcllus ot uullt sobd tor cash . . (1,209 9 452 5,839 3,013 1,757
90 Time deposits © L 0 00 520,029 423 499 334,195 89,304 96,529
9l Mutual savings banks . .o 253 PER] 162 U 21
92 Other individuals, [)‘IltllClshlps and uupumtmns ‘‘‘‘‘‘‘ . 440,018 362 592 288,892 73,700 83,420
93 U.S.government . ... 00 o o o e e 708 617 S17 100 91
94 States and pnlmm\ suhd\vmnm m Umlul \\Alu ““““ o A2 187 3,107 25915 S,192 11,080
9S  Allother. . ... L o C . 30,862 28,951 18,710 10,241 1.911
96 Foreign governments dl)d atticial msmulmns e e . G . 5,290 5,094 3,156 1,938 195
47 Commercial banks in United States , . 15,754 14,510 9,804 4,705 1,244
98 Banks in toreign countiies ... ... e 49819 1).347 5.749 3,598 472
99 Savings deO\ll\ . e e . . e 152,901 119,793 96,477 23316 33,198
00 Mutual Savings banks, ° - * * *
101 Other individuals, purlnuslnps and Lulpnmtmn\ . 151,057 118,268 95,337 22,932 32,788
102 [ndividuals and nonprolit organizations, . . L 145,394 114,257 2,110 22,147 31,137
103 Corporations and other profit mganizations. . . .. . L 5.063 4011 3,226 78S 1,651
104 US. government ... ... o oo o0 e N L 54 S0 49 { 4
105 States and political subdivisions in United Sttes . e A AN 1,858 1,450 {0638 383 405
106 All other. . S . 24 24 23 | *
w7 Foreign guvu nments and ofteial Mstitutions ... e . 23 23 22 \ *
108 Commercial banks in Umted States PN e 1 1 * 1 *
109 Banks in foreign countries ... .. . G e e " : : : *
10 Federal funds putchased and seeuntics sold under agreements to wepurclise ... . . 153,061 140,800 108,007 12,260
HL Interest-bearing demand notes issucd to U S Treasury and other habilities tor borowed

money . e e AP 28,850 26 888 13,852 1,965
112 Interest- hmumb duu.md notes (nul«. hdldmu\ tssued to U \ lu‘uulv ..... R 6,261 5,513 3985 749
113 Other liabitines tor bortowed money . .. . ... .. . e 22,588 21372 9 8ON 1,216
114 Mortgage indebtedness and lability tor L(l[)lldhlul leases. ..o P . 2,185 1.789 1,510 396
1S5 All other liabihties . . e . s o 100 809 935,502 63,885 5,247
16 Acceptances exccuted and ()ll('s(:llldlll)_ ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ RN 45,859 44 901 33,075 §98
117 Net due 1o foreign branches, toreign substdliantes, £ dy., and agreement subsichayies ... . 21,084 21,112 9,935 572
T Other. oo e e . 33,200 29 489 20,875 8,418 3777
119 Subordinated notes and debentures . G G Lo P 5007 4,473 A48 1,425 1,134
120 'Fotal equity capital® . o E PPN PP 88,250 14,177 56,441 17,736 14,073

Memo

121 Time deposits of $100.000 or more . . 287,385 243 836 185,666 58,170 43,550
122 Certiticates ot deposit (C1s) in Liummumnun\ of $100, 000 o1 mote 253,720 212,357 164,743 47.615 41,368
123 Other. ... . . .00 Lo A . - 33,660 31,478 20,923 10,555 2,181
124 Savings d(,pusns authorized for automatic tanster and NOW accounts. ... 1. 44,610 35,070 28,775 6.301 9,534
125 Money market time certiticates ot $I() Q00 and less than $100,000 with UllL,llhll matuities of 26

weeks . e A o 0 0 0 0 0
126 All savers certitica 15,464 11,978 0,761 2217 3,490
127 Demand deposits dd]lls((.dl’ 174,948 139,253 104,169 15,083 35,695
128 Total standby fetters of eredt .. 000 0 L0 o T 66,172 63,355 41,154 22,200 2,817
129 Conveyed to others through patticipation (included | in sl.mnlhy letters of uuhl) S 6,002 S.873 4,151 1,721 130
130 Holdmgs of commerctal paper included in total gross loans ., . e 1,037 041 485 157 396

Awmgu for 30 calendar davs (0 calendar mun/h) uulmg with report dute

131 Total assets ... ..., . 1,304,867 1. 101,958 8331893 208,065 202,908
132 Cash and due trom L]LFU\I(UIV msmulums o . . 149,852 130,667 47,229 33,438 19,185
133 Federal funds sold and sccunhes puuhd\ul umlu .nyu,muns m resell e 60,735 50,801 39,603 38 9,935
134 Total loans .. .. P AP . 743,984 030,882 470,319 151,563 113,102
135 Total deOSl!\ ................ 920,157 757,530 580,339 168,197 168,620
136 Time CDs in dummumlmm of $100,000 o1 moe in domum oftices . . e 252,802 211,362 164,208 47.154 41,440
137 Federal tunds purchased and securities sold under .\Lruununs to rqmulnm R 163,936 151,809 114,570 37,239 12,128
138 Other liabilities tor borrowed money . . - e e e 21,552 20,375 9,879 10,496 1,177
139 Number of bunks .. ..., . - . .. C o o 1,708 106l B84 177 047

For notes see end ot table.



A74  Special Tables (1 October 1982

4.22 DOMESTIC OFFICES, Insurced Commercial Bank Assets and Liabilitics'”
Consolidated Report of Condition; June 30, 1982
Millions of dollars
Member banks Non-
Ttem Insuved member
Total National State msured

I Total ussets. ................. .. 1,722,905 1,282,006 985,399 296,607 440,899
2 Cash and due trom depository institutions .. ... e e e e 188,164 149,269 111604 37,605 38,8958

3 Currency and coin (ULS, and foreign) . ..o o o0 oo o . 20,055 14,882 11,850 3,032 5173
4 Balances with Federal Reserve Banks ... ... 20,203 19,287 14,541 4,747 918
5 Balances with other central banks. . . . . 96 90 79 17 0
6 Demand balances with commercial lmnkx m Unl(ul States.. . e 30,763 16,752 13,589 3.163 14,011
7 l\ll other balances with \kpm\\my institutions i United States m\! \mnks W Amegn counnes 51,176 36,133 27.676 8,457 15,042
8  Cashitems in process of collection . ool Lol L 05 872 62,119 43,870 18,249 3,753
9 Total securities, loans, and lease inancing receivables ... P 1,388,811 1,009,704 778,997 230,707 379,108
10 Total securities, book value . ... ... ... 343 621 224,102 173,846 50,256 119,519
1 uUs llulsury 44444 B 102 410 62,746 48,346 14,399 39,664
12 Obligations ot other U S. bowrnmult ag and unpomlwm . 72,760 41,963 34,263 7.700 30,797
13 Obligations of states and pulmml sulxh\'mnns in United States ........... 149,280 103,208 79,965 23,243 46,072
14 All other securities. .. .. e e 19,172 16,180 11,272 4,914 2,986
15 Federal funds sold and securities purchased under agreements to resell 84,149 61,339 47.957 13.382 22,810
16 Total loans, gross .......... . e e Y79,143 734,345 565,250 169,095 244,798
17 Liss: Unearned micome on loans . . A 19,305 12,460 9,616 2,844 6,845
18 Allowance for possible loan lns'\ ....... 12,051 9,602 7.328 2,275 2,449
19 Eouals: Loans, net.. ... ..o oo o 947,787 712,283 548,306 163,977 235,508

Total loans, gross, by category

20 Real estate foans. . 291017 202914 166,593 36,321 88,103
21 Construction .md land deve topment. .. ..., . . 48,492 38,281 30,013 8,268 10,210
22 Secured by farmland ., . Lo oo 8,451 3,702 3,092 610 4,748
23 Sccured b rcxidcmiul prnpurtics 164,469 114,766 95,490 19,276 49,703
24 -tod-family.......oooo oo o e 157,292 109,583 91,335 18,249 47,708
25 Multifanuly. PN . N R 1477 5,183 4,158 1,028 1,994
26 Sceured by nonfarm ‘nonresidential pmputlu . P PPN . 69,606 46,165 37.998 8,166 23,441
27 Loans to tinancial institutions ... .. ... o L PRSP 66,391 59,322 37,139 22,184 7,068
28 Loans for purchasing or carying seewrities. . 11261 10,320 6,196 4,124 941
29 Loans to finance agncultural procuction and nlhu l(mn\ to farmens . 35,759 19,160 16,677 2,483 16,599
3t Commercial and industrial loans . S e e e 361,074 290,092 217,752 72,340 70,982
31 Loans to individuals for houschold, f‘umly and other purs(mdl expenditunes., 184,460 127,321 104,328 22,994 57,138
32 Installment loans. . 0 . . . o . 142,018 102,614 84,663 17,951 44,404
33 Passenger automobtles. ..o . RPN 57,743 36,806 30,265 6,542 20,937
34 Credit cards and related plans .. . . . L . . . 32 587 28.842 23,723 5,119 3,745
35 Mobile homes ... e e PN 9,960 6,814 6,124 o0 3,152
36 All other installment loans for houschold, f.lnnly and other [)Lh()l)-ll pruuhunu ,,,,, 46,721 30,151 24,551 5,601 16,569
37 Single-payment loans . . . . 0 L . e e 37,442 24,707 19,665 5,042 12,734
38 All other loans . FS 29,182 25214 16,564 8,050 3,968
39 Lease fumnun&, receivables . L L e e 13,253 11,980 8.887 3,092 1,274
40 Bank premises, furniture and tixtures, and other assets upruumnb bank prum 30,572 21,505 17,504 4,001 9,067
41 Real estate owned other than bank premises.......... ... ..., 3,258 2,235 1,775 460 1,023
42 All other assets ...... ..., e . e e e 112,099 99,293 75,519 23,774 12.806
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[tem

43 Total tiabilities and equity capital®
44 Total linbilities excluding subordinated debt ..

45 “Total deposits .

46 Indwiduals, p.nlnuxinps and mrpnmlmnx

47 U8 government S
48 States and pobtical subdivisions 1 Untted States

49 All other.. ...

S50 Certified and othicers’ checeks, travelers checeks, ‘\ml lutus nt credit sold tor u\h

ST Demand deposuts .

52 Individu.lL [)z\llllhl\hlp\ and uupomlmn\ o
53 UK. government .
54 States and polincal subdivisions in United States
55  All other.

56 Certihied and otficers’ checks, travelers cheeks, and letters of credit sold tor cash

57 Tune deposits

58 Other individuals, partnerships, and corporations. ... - AP

59 U.S. government
60 States and pohtical subdivisions in United States .
61 All other .

62 Savings deposits ..

63 Corporations and other pml:l Ul),.,dlll/dllul\\ .
64 Other individuals, partnerships, and uupnhm«ms .
05 U.S. government .

66 States and political subdivistons i ' United States
67 All other

68 Federal tunds putchased and seeuritics sold under agreements to teputchase .
69 Interest-bearmg demand notes (note balances) issued to U8

70 Mortgage indebteduess and lmhlllly tot L(I]HI‘\II/Ld Tenses
71 All other liabilities | .

7

o

Subordinated notes and debentures
73 Total equity capitul® .

Mi MO
74 Time deposits of $100.000 o mote
75 Certticates of deposit (CDs) i denommations of $100. o) m moe
76 Other. .
77 Savings &Iq)ouls authonzed for automatic Hanster and Now accounts .

78 Money market tune cettiticates ot $10.000 and less than $100,000 with <>1|L111‘1I matunities of 26

weeks .
79 Al savers cettihicates. .
80 Demand deposits adyuste &0

8

F'otal standby letters ot credit

Average for 30 calendar days (or calendar month) unlmg with report date
8

S

8.

b

Numbet ot banks

‘Treasury and other habihties tor
hottowed money. . S

Total deposits ..o . . . e AR

Mcember banks No-

Iswed - — tmember

l'otal National State ursured
1,722 905 1,282,006 985,399 296,607 440,899
1,593,493 1,188,690 913,628 275,062 404,803
1,290,997 915,124 719325 195 800 375873
1120747 T84 482 023,994 160,488 136,205
S 104 +.089 77 912 012
83,783 52,501 43,417 9,084 31,283
,,,,,, 67,279 03,396 4,869 21.527 1,884
ELORO 11,657 6,808 3,784 1,430
““““ 41 450 288,116 193,966 04,751 82,734
271.500 199,590 152,745 46,845 70,910
.... 4,164 2,551 K06 807
15,881 8,854 2,105 4,922
,,,,, 35819 22,947 11,207 1,665
14,086 I(J 657 6,868 3,788 3.430
723,621 505,544 402,913 162,632 218.077
,,,,,, 627,295 430,372 150,642 88,730 190.924
870 677 572 105 193
6d ()59 39,295 32810 6,479 24,764
RIWRS) 29,00 18,883 10,318 2197
225028 150,804 122446 28,418 75,001
7977 4,940 4.000 Vdl 3,046
. - 213978 143,581 116,608 26,973 70,395
,,,,, . 07 55 54 l 12
3,844 2.247 1,746 S01 1.597
03 i 38 2 22
161,901 145.454 111,801 33,593 16,447
,,,, 30,672 27,894 14,619 13.276 2,778
2,590 1,945 1,629 S 052
107 326 OK.272 66,195 32078 9,054
0,186 4713 1,200 [ 453 1,473
123,225 88,603 68,511 20,092 34,622
333,851 261,910 200,119 olL.796 71,936
296,817 229,031 178,998 50033 67.786
37,034 32 8BRS 22,121 10.764 4,149
08,151 45,035 37,066 7769 231106
4] 0 0 0 0
22,321 1-4.825 12,135 2,090 7,496
244 051 167 840 128,543 39.305 76,802
‘‘‘‘‘ a7 K17 04,002 41714 22.288 RRIR]
1,276 268 G476 710,000 191,267 374,792
14,400 5,333 4,50H 1,032 K K70

L. Eftective Dee. 31, 1978, the report of condition was substantially revised tor
commercial banks. Commetcial banks with assets kess than $100 mullion and with
domestic oftices only were pven the option to complete either the abbreviated o1
the standard set of fepotts” Banks with toreign otfices hegan teporting m greater
detail on a consolidated doniestic and toreign basis “These tables 1etlect the viaying
levels of reporting detail

Begmning Dece. 30 1981 depository institutions may estabhishainternanonal bank-
ing tacilitics ([llls) Actvity of IBFs established by (1§ commercial banks 1
reflected i the appropriate asset and hability line items m the domestie office
portion ot the tables. Activity o IBES established by Fdge Act and Agicement
subsidiaries ot U.S. commeraal banks 1 reflected i the g propriate asset and
liability line items i the toregn oftice pottion ot the tables. When there is 4 column
for tully consolidated oreign and domestic data, activity ot IBFs s 1etlected in the
approptiate asset and liability ine ttems in that portion of the tables

& All lhlns.lcn(ms between domestic and foreign otfices of a bank ate reported
in “Net duc trom™ and “Net due to™ (hnes 79 and 103) - Al other hoes tepresent
transactions with parties other than the domestic and toreign ottices of cach bank
Since these intra-office tiansactions wre ctased by consolidation, total assets and
liabilities are the sum ot all except intra-othee balances

3. Poreign oftices inetude branches m toreign countiies and m U S teritoties
and possessions, subsidiaties in toregn countiies, and alt othees of Fdge Act and
agreement corporations wherever located,

4. This item 1s unavailable tor all or some of the banks because of the lesser
detand avalable rom banks without forcign ottices, the inapphcability ot certamn
iems Lo banks that have only domestic ottices, and the absence ot detad on a tully
consolidated basts for banks with toregn attices

S Lty capital is not allocated between the domestic and toreign ottices ot
banks with foreign otlices.

6. Demand deposity adpusted equal demand deposits other than domestic com-
meretal interbank and U S government less cashitems in process of collection.

7. Bomestic otlices exclude branches in toteign countries and in U S terntories
and possesstons, subsidiaries m toreign countries, and all offices ot T dge Act and
agreement corporations wherevet located

8 [hus item contams the capital accounts of 1.8, banks that have no Edpe or
toreign upuulmm and retects the ditterence between domestic otfice assets and
liabilities ot U S banks with Edge o toreign operations excluding the capital
aceounts ot \\\\\! It dae or toreign subsicharies
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430  ASSETS AND LIABILITIES of U.S.

Millions of dollurs

Branches and Agencies of

Foreign Banks. Junce 30, 1982!

Al states” New York Cali Other states?
. Hhmors.
Item - — — I;)rlml‘l‘. branchos _—
Total Branches! | Agencies | Branches' | Agencies otd Hranches | Agencies
1 Total assets® .., .. 186,608 137,935 48,673 120,199 7,699 37,647 8,673 8,337 4,052
2 Cash and duge trom depository insbtutions ... 21044 20,295 1.349 18407 260 877 L.610 239 246
3 Currency and com (ULS. and toreigny. . .. 22 20 2 16 1 | N | 1
4 Balances with Federal Reserve Banks 71 892 79 20 32 4 26 135 10
5 Balances with other central banks ... . 4 | 3 | il 3 | 0
6 Demand balances with commercial banks n United
States 117 1.035 130 PAR) 53 02 45 RR} 25
7 All othet |hl|:|nus \wlh (ILPH\IIOI\ umnulmm n
Untted States and with banks mn toreign
COUNIICS oo o . 19,346 18.232 1 16,603 178 757 1,533 67 209
8 Fime and savings bafances s with wmmu sl banks
in United States . B84 7.508 876 0458 IE3 REE 263 oh 105
9 Batances with other dqmwnmv institutions
Unmited States ... . 121 1o 1 110 0 1 0 0 0
10 Balances with banks m foreign umnmu [R5 10.617 427 10,035 38 0% 570 0 104
11 Torcign branches of U S banks. 1.215 1187 28 1422 8 1 63 0 !
12 Othet banks in toreign countiies | 9,824 9430 99 R.U12 29 279 S08 0 13
13 Cash items in process of collection 130 L4 15 [ | 12 2 3 2
14 Total sccurities, louns, and lease financing receivables 120,224 91,547 28,681 80,164 5,164 20,672 6,429 4,391 3,409
15 Total securities, book vilue 4.709 4.2048 462 RAJRY] 205 200 {70 20 2
16 LS. Treasury .. . 2,680 2,450 REY) 238K tu0 BE 37 210 1]
17 Obbgations of other U S w\/unmu\l agencies and
corporations . ., . 477 454 23 442 7 I8 s 5 u
18 Obligations o states and polmml cubdivistons in
United States 6 72 Al 52 2 1 20 0 2
19 Other bonds. notes, debentures, and uupnmu stack 1.476 1,272 204 1.163 66 139 109 0 0
20 Federal tunds sold and secunties putchased under
agreements to reselt 8149 0,458 1.9 S.964 1.240 48O 230 192 37
By holder
21 Commercaal banks mn Umted States 7.3%4 5.098 6RO 523 1.235 80 204 192 37
22 Others .o 0 o0 L 765 760 K] 734 s 0 26 0 ()
By type
23 One-day maturity or contmuing contract K097 6.400 1.691 S015 1.239 480 228 192 37
24 Securities purchased under agreements to resell 329 07 22 139 21 l 6 103 0
25 Other . 7.768 6.099 1.669 5777 1. ’18 480 222 28 37
26 Other secutities pmdmsul under dt.,rtunuxls 0
1eseldl . . . 82 St 1 49 | 0 2 0 0
27 Total loans, gross, . . 115.738 K747 28,291 76,250 4,009 20,530 6.270 4,367 3412
28 Lass: Uncarned income on lu.m\ 220 148 73 133 It 58 12 2 4
29 Lovats, Loans, net ... 115518 &7.299 28.219 76,117 4898 20471 6,259 4.304 3.408
Lotal loans, gross, by categon
30 Reatb estate loans .. 4.720 2,700 1407 12 1.765 57 476 L0602
31 Louns to financial mstitutions 41832 7.28¥ 3i910 1,151 5.920 2479 224 248
32 Commercial banks in United States, .. 22,181 473K 15,724 158 4.303 1479 221 8
13 LS. branches and agencies of other tmup) bunks 20,570 4401 (4.504 321 +4.079 { o4 183 8
34 Other commereial banks 1.606 137 1.205 34 34 la 36 t
35 Banks in loragn countties. . L IR 171 2,349 15200 655 1,495 (g1 2 209
36 Foreign branches ot U S, banks 1,553 103 1414 46 63 26 0 4
7 Other ... .. PR 16.018 2,245 13,786 () 1,432 S84 2 208
38 Other tinancial imstitutions 14RO am KO 140 a2 290 i 3
39 Loans tor purchasimg or carrying sceurities 541 S08 36 443 36 60 0 2 0
40 Commercial and mdustual Toans ... S5.197 IK.BRE 16,309 RINEOR] 3.271 11.415 3468 3,558 1.992
41 U S addressees (domicile) . 11,253 21349 0.904 15.550 033 7.827 1 USK 2,502 1482
42 Nop-U S, addressees {domiale) ... P 23044 17.540 044 15,942 2338 RINYS S0 1.056 St
43 Loans to individuals tor houschold, tamly . and othes
personal expenditures . 200 149 36 10 11 49 8 20 8
44 All other loans . . 13.243 11,342 1.901 10 887 429 1.320 358 87 161
45 Toans to foregn Hnunmul(x ‘and ofteial
institutions, . 10 866 9050 1L.¥16 8.661 07 1261 326 S5 135
46 Other. . ... ... 2377 2,292 85 2,220 23 39 32 32 25
47 Lease fmancmg receivables | 1 0 | 0 U] 0 §] 0
48 All other assets 36,387 19.6035 16,95] £5.005 1.030 15,612 404 3516 RIC0
49 Customers’ habality on ‘uupmmu sutst: mduu~ 11,493 8,048 34 7.724 784 2,038 130 184 33
50 U8, addiessees (domicile} 5.800 3,437 2,371 3309 50 2,322 04 27 7
St Non-U.S, addiessees (Ll(ilnluk) N 5,684 4,011 1,072 44106 734 315 36 157 26
52 Net due trom related h.ml\mg, Ill\lllllll()n\h 18228 5.872 12,356 2.063 7 12.076 0 3,194 238
53 Other . 0,866 715 1150 5.277 189 RU8 274 139 88




4.30 Continued

U.S. Branches and Agencies

AT

All states” New Yok
Ttem
Total Branches! | Agencies § Branclhies’ | Agencies
54 Total liabilities®, ... .............. ... 186,608 137,935 44,673 120,199 7,699
55 Total deposits and credit balances ... .. 70,799 65,313 5.480 57,528 1,130
56 Individuals, partnerships, and Lnrpnm[mm 29,996 28,408 1.58% 21,805 239
57 U.S. addressces (domicite) . .. 23,057 22,980 77 16,878 41
58 Non-U.S, addressees (domicile)................. 6,939 5428 1,511 5.017 198
59 U.S, government, states, and pu]mm] subdivisions
in United Stat . . 131 72 58 20 S8
60 All other . . 40,673 36,832 3,840 35,613 89
61 Foreign gnvunmu\h and otfy 5,031 4708 323 4,601 42
62 Commercial banks in United States. . . 9,945 8,541 1,403 7.947 IR
63 U.S. branches and agencies of other torei
banks ... . .. L 6,512 5,685 827 5,308 83
64 Other commercial banks n United States 3,432 2.856 576 2,042 105
65 Banks in foreign countries . . ... .. 25,077 23.064 2.013 22.576 549
66 Foreign branches of U.S. banks. 3879 3,535 344 3491 118
67 Other banks in foreign countuies L. 26,119 19,530 1,669 19,085 432
68 Certified and officers’ checks, travelers dlul\s
and letters ot credit sold tor cash. A 019 519 100 484 59
69 Demand deposits .. ... 3,275 3,083 191 2842 54
70 Individuals, partnerships, and corporations 1,499 1.437 62 1251 0
n U.S. addressees (domicile) .. . ... .. R 960 960 0 788 0
72 Non-U.S. addressees (domicile) . 538 477 62 460 0
73 U.S. government, states, and pullm.\l subdivisions
in United States . . 4 9 0 7 {
74 Allother ........ . ... . 1,767 1638 130 1,583 59
75 Foreign governments and otticial institutions . 411 402 4 385 0
76 Commercial banks in United States........... ... 82 82 i} 7 0
77 U.S. branches and agencies of other toreign
banks .. . oo . 28 28 0 28 0
78 Other commercial banks in United St 54 54 0 51 0
79 Banks in forcign countries.... . ... L. 655 635 20 632 [
80 Certified and ofticers’ checks, travelers chiccks,
and letters of credit sold for cash . 019 519 100 489 59
B Time deposits ... i 66,779 61.746 5,034 54,204 KRS
82 Individuals, partnerships, and u)rpnr.nlmns 27,992 26,630 1,362 20,364 139
83 U.S. addressees (domicile} ... .. ... . 21,754 21.753 0 15.8K81 ]
#4 Non-U.S. addressees (domiate) . ... 6,238 4877 1,361 4,483 133
85 U.S. government, states, and pnlmm subdivis
in United States. ... L 122 64 0 13 4]
86  Allother ... ... .. .o L 3R,068 35.052 3,013 33.8K7 [ihid]
87 Foreign governments and offictal institutions 4,503 4.301 150 4,212 79
88 Commercial banks in United States . . 9,817 8.439 1,377 7848 166
89 U.S. branches and agencies of other tmu;,n
banks .. . ... .. . . 6,479 5,653 827 5272 83
9 Other commercial banks m United States . . 3,337 2,787 551 2,576 84
9 Banks in foreign countries... .. . ..., BRI 24,256 22313 1,943 21.827 501
92 Savings deposits. ... 278 252 26 192 0
93 Individuals, partnerships, and corpotations ... .. .. 278 252 26 192 0
94 U.S. addressces (domicile) ... ... 198 198 0 144 0
95 Non-U.S. addressees (domicile) . . 79 54 26 47 0
96 U S. government, states, and pnlmml subdivistons
in United States B .. 0 0 0 0 0
97  Allaother ............ 0 0 0 0 0
98 Credit balunces .. ..... 467 232 236 230 192
99 Individuals, partnerships, and u)rpnmlmns ......... 228 90 138 89 100
100 U.S. addressees (domicile) 144 69 77 67 41
101 Non-U.S. addressces (domicile R4 21 03 21 o0
102 U.S. government, states, and political subdivisions
in United Stat L {) ] 0 0 0
103 Allother ... . 240 142 98 142 92
104 Foreign governments and official tutions ... 27 5 23 N 21
105 Commercial banks in United States.. ... . 46 20 26 20 2
106 U.S. branches and agencics of other tmugn
banks .. .. ..o .o s S 0 5 0
107 Other commercial banks i United States ... ... H 16 26 16 21
108 Banks in foreign countries .. L . 166 117 49 117 49

Cah
lnml.l
total’?

{timon.
branches

Other states”

Branches

Ageneies

37,647

3,703
847
85
763

2
2853
J84
1,190

74
450
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217
114

28

OB
28

7
21

!
kU
9
0
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3583
713
83
720

1
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271
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446
1,352
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3
20

8,673

2,040
%97
092
205

1
1142
9
572

376
196
403
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427

17
105
83
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3

1,905
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5,599
5484
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137

S0
61
17
17
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12
14
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17
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For notes sec end of table.
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4.30 Continued

All states? New York Cal Other states?
Ite alt- Mllinois,
tem tornia, branches
- i total} branches -
Lotal Branches' | Agencies | Branches' | Agencies Branches | Agencies
109 Federal funds puruh‘nud and sold under agreement to
repurchase. . ..... . ... P 17,918 1,168 6,750 9,851 1,940 3.697 999 232 1,198
By holder
110 Commercial banks in United States 15,209 9,766 5,443 8,482 1,566 3,613 967 231 350
i1 Others ......... . S . 2,709 1.402 1,306 1,369 374 85 32 0 848
By type
{12 One-day maturity or continuing contract . .......... 16,739 10.136 6,603 8,851 1,845 3,645 967 232 1, 193
{13 Securities sold under agreements to repurchase .. 940} 778 162 052 54 108 10 115
114 Other ... . 15,799 9358 6,441 8,199 1,791 3,538 957 116 L, l‘)H
115 Other securit
repurchasc 117y 1,032 147 1,000 95 52 32 0 0
116 Other liabilities tor borrowed money  .......... 48,130 21,557 26,573 19,805 1,636 24,639 928 731 391
117 Owed to banks L 45,550 19,661 25 889 17,973 1.604 23,994 891 705 384
118 U.S. address (domicile) . 43,336 17,828 25,507 16,266 1,481 231,836 854 640 259
119 Non-U.S. addressees (dunuulu) 2,215 1,833 382 1,707 123 158 37 64 125
120 Owedtoothers . ............ . 2,579 1,896 684 1.832 32 045 37 26 7
121 U S, addressees (domeile) ..., . . 2,157 1,583 573 1,523 3 571 35 25 0
122 Non-U.§. addressees (domucile).. ..... . . .. 423 312 1 309 29 74 2 1 7
123 All other liabilities.. . ... . ... oo L 49761 39,898 9.863 33,015 2,987 5,608 4,707 1,780 1,665
124 Acceptances executed and ()utst(mdmg PR 13,356 9,780 3,576 9,455 812 2,740 132 183 34
125 Net due to related banking institutions®, . .. ..., 32,151 26,598 5,553 20,437 2,071 2,292 4,406 1,379 1,566
126 Other............ oo e 4,254 3,520 734 3,123 104 575 169 217 64
Memo
127 Time deposits of $100,000 or more ... ... . 52,895 50,838 2,057 43,607 19 1,516 1,697 5,401 655
128 Certificates of deposit ((‘I)\) n denominations ot
$100,000 or more.. oo 28,274 26,995 1,279 20,486 | 914 1.108 5316 449
129 Other....... .......... ... 24,621 23,843 778 23,12t 19 602 588 85 206
130 Savings deposits authorized tor automatic transter and’
NOW accounts . T TR T 27 17 10 4 0 4 S 6 7
131 Money market time certificates, of $10,000 and less
than $100,000 with original maturitics of 26 weeks 2 2 { 0 0 1 0 0 0
132 Time certificates ot deposit in denominations of
$100,000 or more with rmmmmg m.ztumy ot
more than 12 months ..., . . ... 2,435 2,367 68 2,116 4] 11 34 214 59
133 Acceptances refinanced with a U.S -chartered bank 5,061 3,488 1,573 3,164 40 1,518 26 298 15
134 Statutory or regulatory assct pledge requirement.. ... 78,297 75,161} 3,137 69,433 3,088 67 5,668 40 2
135 Statutory or regulatory asset maintenance requirement 9,926 9,549 ky¥) 5,520 43 2 257 3,772 332
136 Commercial letters of credit ..., ... 6,764 4,100 2,665 3,603 396 2,201 205 193 77
137 Standby letters of credit, total Lo 10,906 8,889 2.017 7.837 347 1,181 468 393 680
138 U.S. addressecs (domuaile) | R . 8,693 7,074 1,619 6,318 198 970 328 275 603
139 Non-U.S, addressees (domlulu) ................. 2,214 L&LS 399 1.519 149 211 139 18 77
140 Standby letters of credit conveyed to others through
panmpdlmns (included in total standby letters of
credit). . ... . oo o0 Lo 2,110 2,008 102 1,993 23 78 14 0 2
141 Holdings of commercial paper included in total gross
0ans. . ...oov i 655 605 50 567 16 40 38 0 0
142 Holdings of acceptances included in total commercial
and industrial loans . ... . Lo 5,250 3,783 1,467 3,687 89 1.337 61 35 41
143 Immediately available funds with a nmturl!y greater
than one day (included in other liabilities for bor-
rowed MONEY) ... il e 33,888 12,660 21,229 11,406 1,399 19,668 081 S00 235
144 Gross due from related banking institutions® ... ..., . 77,582 53,622 23,960 46,224 5,295 17,976 2,678 4,609 800
145 U.S addressees ((I()II!ILI]L) e . . 22,282 9,166 13,116 4,602 1,644 11,277 175 4,302 2R3
146 Branches and agencies in United § PN 21914 8,968 12,946 4,432 1,591 11,160 147 4,302 283
147 In the same state as reporter ... .. 659 285 374 244 12 358 0 41 7
148 In other states . . B . 21,258 8,683 12,572 4,188 1,579 10,805 147 4,261 276
149 U.S. banking subsidiarics’ . 308 198 170 170 54 117 28 0 0
150 Non-U.S addressees (domiale) . . B 55,300 44,456 11,844 41,623 3,651 6,699 2,503 307 517
151 Head office and non-U.S. branches and agencies 52,834 42,098 10,736 39,285 3,626 6,634 2,485 306 498
152 Non-U §. banking companies and offices . 2,466 2,358 108 2338 24 [N 18 2 19
153 Gross due to related bankmg imstitutions® ..., ... 91,506 74,349 17,157 63,998 7.309 8,192 7,083 2,795 2,129
154 U.S. addressees (dmmulu% ..... - 21,307 15,235 6.072 9,955 2,408 2,967 2975 2,088 917
15§ Branches and agencies in United Stdtcs ,,,,,, 21,018 15,008 6,013 9,792 2,404 2,943 2,912 2,086 881
156 In the same state as reporter . ... 478 186 292 76 0 292 70 39 0
157 In other states ....... . 20,540 14,820 5,721 9710 2,404 2,651 2,841 2,947 881
158 U.S. banking subsidiaries? | 289 230 59 163 0 25 63 2 36
159  Non-U.S. addressecs (domlulc) 70,199 59,114 11,085 54,043 4,904 5225 4,108 706 1,212
160 Heud office and non-U.S. bmmhus and agencies. . 68,529 57,529 11.001 52,489 4,843 5,204 4,102 68Y 1,202
161 Non-U.S. banking companies and offices. ... ... 1,669 1,585 84 1.554 61 21 [} 17 9




U.S. Branches and Agencies  A7Y

4.30 Continued
All states? New York Calt- ) Other states’
Item lni“niu Ulinois,
; wtal® branches
Total Branches' | Agencies | Branches! | Agencies ¢ Branches | Agencies
Average for 30 calendar days (o1 calendar month) ending

with report date
162 Total assets ... ... P - - 178,795 130,621 48,174 113,361 7.375 37.549 8,582 8,005 3,924
163 Cash and duc from depository institutions. ........... 19,192 18,018 1,173 16.373 264 772 1.401 218 164
164 Federal funds sold umt sceurities purchased under

agreements toreselt ... . .00 6473 4,915 1.558 4,620 1118 424 149 131 30
165 Total loans ............. e 110,988 83,106 27,882 72,168 4.749 20,379 6,090 4,292 3,309
166 Loans to banks n f()rcign counties. .. .., 17,703 15,430 2,273 14,745 623 1,454 673 2 207
167 Total deposits and credit balances . ...... .. A 06,528 61,593 4,930 54,069 1,054 3,357 1,995 5,387 665
168 Time CDs in denominations ot $100,000 or morc .. ... 27.453 26,250 1,203 20,007 1 873 1.033 5,104 415
169 Federal funds purchased and securities sold under

agreements to repurchase . 16,790 10,197 6,593 8,992 1,588 3,951 947 238 1,074
170 Other liabilities for borrowed money . .. 46,287 20,144 26,142 18.500 1.634 24,192 880 685 390
171 Number of reports tiled® ... ... .o s 387 205 182 127 45 105 kL 31 41

1. Data are aggregates of categories reported on the quarterly torm FEIFC 002, tootnote 6). On the tormer monthly branch and ageney report,  avail-

“Report of Assets and Liabilitics of U.S. Branches and Agencies ot Forcign Banks.”
This form was first used for reporting data as of June 30, 1980, From November
1972 through May 1980, U § branches and agencies ot toreign banks had tiled
monthly FR 886a report, Aggregate data from that 1eport were available through
the l*'cnrcral Reserve statistical release G, last issued on July 10, 1980 Data in
this table and in the G.[1 tables are not strictly comparable because of differences
in reporting panels and m definitions of balance sheet items

2. Includes the District of Columbia.

3. Agencies account for virtually all of the assets and liabilities reported in
California.

4. Includes all offices that have the power to aceept deposits from U.S. residents,
including any such oftices that are cansidered ageuncies under state law.

5 ‘Total assets and total liabilitics include ner balances, if any, due from or due
to related banking institutions in the United States and in foreign countries (see

able through the G.11 statistical release, gross balances were included in total assets
and total habilities Theretore, total asset and total liabulity figures in this table are
not comparable to those m the G 11 tables,

6 “Related banking institutions’ includes the foreign head office and other U.S.
and toreign branches and agencies of the bank, the bank’s pareat holding company,
and majority-owned banking subsidiaries of the bank and of its parent holding
company (including subsidianics owned both directly and indirectly). Gross amounts
due trom and due to related banking institutions are shown as memo items.

7 “U.S. banking subsiiaries” refers to U.S  banking substdiarics majority-
owned by the foreign bank and by related foreign banks and includes U.S. offices
of U S.-chartered commetrcial banks, of Edge Act and Agreement corporations,
and of New York State (Atticle XI1) investment companses.,

8 In some cases two or more otfices of a toreign bank within the same met-
ropolitan arca file a consohdated report
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Mire DU T ERNSTROM, New York, New York
AN 1 Fisisr s, Washington, D.C.

F.CoA Forsprra. Sre. Allanta, Georgia
Lurntr R Gartbivas dew York, New York
VirsarD W Ny, Richmond. Viogimia
Juas I Hinogosa, MeAllen. Texas

Sty T Hosor Los Angeles. California
Groras S, Irvis. Denver, Colotado

Harry N. Jackson, Minncapolis, Minnesota
o TosMas Juster, Ann Arbor. Michigan
Roprr1 J. Mcbwir~Ng S 1o Chestnet Hille Massachuasetis
Stan 1L Mot arsz. Chicago. Hlinois

Wi rias . O'Consor. Buatlulo, New York
Wit arD POt RN Boston, Massachusetis
Jant ) Rarar . Portland. Oregon

Re Nt Riixacn, Rochester, New York

Prorr D Scnrrn, Washing:on, D.C,
Naney Z,Seinrsias, Fos Angeles, California
Crinton Warnt . Cleveland. Ohio
ErEpirick 1. W r. Chicago., Hlinogs
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Federal Reserve Banks, Branches, and Offices

FEDERAL RESERVE BANK, Chairman

branch, or facility Zip
BOSTON* ................. 02106
NEW YORK* ............ 10045
Buffalo ................... 14240
PHILADELPHIA ....... 19105
CLEVELAND* .......... 44101
Cincinnati ............... 45201
Pittsburgh ............... 15230
RICHMOND* ............ 23219
Baltimore 21203
Charlotte 28230

Culpeper Communications

and Records Center 22701
ATLANTA ................30301
Birmingham ............ 35202
Jacksonville ............ 32231
Miami ....................33152
Nashville ................37203
New Orleans ........... 70161
CHICAGO* ............... 60690
Detroit .....oooveviiennn. 48231
ST. LOUIS ................ 63166
Little Rock ............. 72203
Louisville ............... 40232
Memphis ................ 3810
MINNEAPOLLS .........55480
Helena ...................5960]
KANSAS CITY .......... 64198
Denver ..............cc... 80217
Oklahoma City ........73125
Omaha .......coovveenn 68102
DALLAS .................. 75222
El Paso ................ee 79999
Houston ............ .. 77001
San Antonio 78295
SAN FRANCISCO ..... 94120
Los Angeles ............ 90051
Portland ............ ...97208
Salt Lake City .........84130
Seattle ..................e 98124

Deputy Chairman

Robert P. Henderson
Thomas I. Atkins

Robert H. Knight, Hsq.
Boris Yavitz
Frederick D. Berkeley, 11

Jean A. Crockett
Robert M. Landis, Fsq.

J. 1., Jackson

William H. Knoell
Clifford R. Meyer
Milton G. Hulme, Jr.

Steven Muller

Paul E. Reichardt
Edward H. Covell
Naomi (5. Albanese

William A. Fickling, Jr.
John H. Weitnauer, Jr.

William H. Martin, LI

Copeland D). Newbern

Eugene E. Cohen

Cecelia Adkins

Leslic B. L.ampton

John Sagan
Stanton R. Cook
Russell G, Mawby

Armand C. Stalnaker

W. 1.. Hadley Griflin
Richard V. Warner
James F. Thompson
Donald B. Weis

William G. Phillips
John B. Davis, Jr.
Ernest B. Corrick

Paul H. Henson
Doris M. Drury
James E. Nielson
Christine H. Anthony
Robert G. Lueder

Gerald D, Hines
John V. James
AL T Losee
Jerome L.. Howard
Lawrence I.. Crum

Caroline [.. Ahmanson
Alan C. Furth
Bruce M. Schwacgler
John €', Hampton
Wendell J. Ashton

John W, Ellis

President
First Vice President

Frank E. Morris
James A. Mclntosh

Anthony M. Solomon
Thomas M. Timlen
Edward G. Boehne

Richard [.. Smoot

Karen N. Horn
William H. Hendricks

Robert PP. Black
Jimmic R. Monhollon

William F. Ford
Robert P. Forrestal

Silas Keehn
Danicl M. Doyle

Fawrence K. Roos

Donald W. Moriarty, Jr,

E. Gerald Corrigan
Thomas E. Gainor

Roger Gufley

Henry R. Crzerwinski

Robert H. Boykin
William H. Wallace

John I. Balles
John B. Williams

Vice President
in charge of branch

John I, Keane

Robert E. Showalter
Harold J. Swart

Robert D. Mc'Teer, Jr.
Stuart P. Fishburne

Albert . Tinkelenberg

Hiram J. Honea
Charles DL Bast
Patrick K. Barron
Jeffrey J. Wells
James D. Hawkins

William €. Conrad

John F. Breen
Donald 1. Henry
Randall C. Sumner

Robert F. McNellis

Wayne W. Martin
William G. Evans
Robert D, Hamilton

Jocel 1.. Koonce, Jr.
J. 7. Rowe
Thomas H. Robertson

Richard C. Dunn
Angelo S. Carella
A. Grant Holman
Gerald R. Kelly

*Additional offices of these Banks are located at Lewiston, Maine 04240; Windsor Locks, Connecticut 06096; Crantord, New Jersey 07016,
Jericho, New York 11753; Utica at Oriskany, New York 13424, Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West
Virginia 25311; Des Moines, Iowa 50306; Indianapolis, Indiana 46204; and Milwaukee, Wisconsin 53202,
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Federal Reserve Board Publications

Copies are availuble from PUBLICATIONS SERVICES,
Room MP-510, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551, When a charge is indicat-
ed, remittance should accompany request and be made

THE FEDERAL RESERVE SYSTEM—PURPOSES AND FUNC-
TIONS. 1974, 125 pp.

ANNUAL REPORT.

FEDERAL RESERVE BULLETIN. Monthly, $20.00 per year or
$2.00 each in the United States, its possessions, Canada,
and Mexico; 10 or more of same issue to one address,
$18.00 per year or $1.75 each. Elsewhere, $24.00 per
year or $2.50 each.

BANKING AND MONETARY STATISTICS. 1914-1941, (Reprint
of Part [ only) 1976, 682 pp. $5.00.

BANKING AND MONETARY STATISTICS, 1941-1970. 1976.
1,168 pp. $15.00.

ANNUAL STATISTICAL DIGEST
1971-75. 1976. 339 pp. $5.00 per copy.

1972-76. 1977. 377 pp. $10.00 per copy.
1973-77. 1978. 361 pp. $12.00 per copy.
1974-78. 1980. 305 pp. $10.00 per copy.
1970-79. 1981, 587 pp. $20.00 per copy.
1980. 1981. 241 pp. $10.00 per copy.
1981. 1982, 239 pp. $6.50 per copy.

FrDERAL RESERVE CHART Book. Issued four times a year in
February, May, August, and November. Subscription
includes one issue of Historical Chart Book. $7.00 per
year or $2.00 cach in the United States, its possessions,
Canada, and Mexico. Elsewhere, $10.00 per year or
$3.00 each.

Historical CHART Book. Issued annually in Sept. Subscrip-
tion to Federal Reserve Chart Book includes one issue.
$1.25 each in the United States, its possessions, Canada,
and Mexico; 10 or more to one address, $1.00 each.
Elsewhere, $1.50 each.

SELECTED INTEREST AND EXCHANGE RATES—WEEKLY SE-
RrIES OF CHARTS. Weekly. $15.00 per year or $.40 each in
the United States, its possessions, Canada, and Mexico;
10 or more of same issue to one address, $13.50 per year
or $.35 each. Elsewhere, $20.00 per year or $.50 each.

THE FEbERAL RESERVE AcT, as amended through December
1976, with an appendix containing provisions of certain
other statutes atfecting the Federal Reserve System. 307
pp. $2.50.

REGULATIONS OF THE BOARD OF GOVERNORS OF FHE FED-
ERAL RESERVE SySTEM.

BANK CREDIT-CARD AND CHECK-CREDIT PLANS. 1968. 102
pp. $1.00 cach; 10 or more to one address, $.85 cach,

REPORT OF EHE JOINT TREASURY-FEDERAL RESERVE STUDY
or THE U.S. GOVERNMLENT SECURITIES MARKET. 1969.
48 pp. $.25 each; 10 or more to one address, $.20 cach.

JOINT TREASURY-FEDERAT RESERVE STUDY OF THE Gov-
ERNMENT SECURITIES MARKET; STAFF STUDIES-——PART
1. 1970. 86 pp. $.50 cach; 10 or more to one address, $.40
cach. Part 2, 1971, 153 pp. and Par1 3, 1973, 131 pp.

payable to the order of the Board of Governors of the Federal
Reserve System. Remittance from foreign residents should
be drawn on a U.S. bank. Stamps and coupons are not
accepted.

Each volume $1.00; 10 or more to one address, $.85
each.

OPEN MARKET POLICIES AND OPERATING PROCEDURES—
STAFF STUDIES. 1971, 218 pp. $2.00 each; 10 or more to
one address, $1.75 each.

REAPPRAISAL OF THE FEDERAL RESERVE DISCOUNT MECHA-
NIsM, Vol. 1. 1971. 276 pp. Vol. 2. 1971. 173 pp. Vol. 3.
1972. 220 pp. Each volume $3.00; {0 or more to one
address, $2.50 each.

THE ECONOMETRICS OF PRICE DETERMINATION CONFER-
ENCE, October 30-31, 1970, Washington, D.C. 1972. 397
pp. Cloth ed. $5.00 each; 10 or more to one address,
$4.50 each. Paper ed. $4.00 each; 10 or more to one
address, $3.60 each.

FEDERAL RESERVE STAFF STUDY: WAYS TO MODERATE
FrucTuAaTIONS IN HOUSING CONSTRUCTION. 1972, 487
pp. $4.00 each; 10 or more to one address, $3.60 each.

1.LeNDING FUNCTIONS oF THE FEDERAL RESERVE BANKs.
1973. 271 pp. $3.50 each; 10 or more to one address,
$3.00 each.

IMPROVING THE MONETARY AGGREGATES: REPORT OF THE
ADVISORY COMMITTEE ON MONETARY STATISTICS.
1976. 43 pp. $1.00 each; 10 or more to one address, $.85
each.

ANNUAL PERCENTAGE RATE TabLes (Truth in Lending—
Regulation Z) Vol. I (Regular Transactions). 1969. 100
pp. Vol. II (Irregular Transactions), 1969. 116 pp. Each
volume $1.00; 10 or more of same volume to one
address, $.85 each,

FEDERAL RESERVE MEASURES OF CAPACITY AND CAPACITY
UTILIZATION, 1978. 40 pp. $1.75 each; 10 or more to one
address, $1.50 ecach.

THE BANK HoLDING COMPANY MOVEMENT TO 1978: A
COMPENDIUM. 1978, 289 pp. $2.50 each; 10 or more to
one address, $2.25 each.

IMPROVING THE MONETARY AGGREGATES: STAFF PAPERS.
1978. 170 pp. $4.00 each: 10 or more to onc address,
$3.75 each.

1977 CoNsSUMER CREDIT SURVEY. 1978. 119 pp. $2.00 each.

FrLow oF FUNDS AccOUNTS. 1949-1978. 1979, 171 pp. $1.75
each; 10 or more to one address, $1.50 each.

INTRODUCTION TO FLOW OF FUNDS. 1980. 68 pp. $1.50 each;
10 or more to one address, $1.25 each.

Pusric Poricy AND Capital. FORMATION, [981. 326 pp.
$13.50 each.

NEwW MONETARY CONTROI. PROCFDURES: FEDERAL RE-
SERVE STAFF STUDY, 1981.

SEASONAL ADJUSTMENT OF THE MONETARY AGGREGATES:
REPORT OF THE COMMITTEE OF EXPERTS ON SEASONAL
ADJIUSTMENT TECHNIQUES. 1981. 55 pp. $2.75 each.



FEDERAL RESERVE REGULATORY SERVICE. Looscleaf; updat-
ed at least monthly. (Requests must be prepaid.)
Consumer and Community Aftairs Handbook. $60.00 per
year.
Monetary Policy and Reserve Requirements Handbook.
$60.00 per year.
Securities Credit Transactions Handbook. $60.00 per year,
Federal Reserve Regulatory Service. 3 vols. (Contains all
threc Handbooks plus substantial additional material.)
$175.00 per year,
Rates for subscribers outside the United States are ay
follows and include additional air muail costs:
Federal Reserve Regulatory Service, $225.00 per year.
Each Handbook, $75.00 per year,
WELCOME TO THE FEDERAL RESERVE, December 1980,

CONSUMER EDUCATION PAMPHIETS
Short pamphlets suitable for classroom use. Multiple
copies available without charge.

Alice in Debitland
Consumer Handbook to Credit Protection Laws
Dealing with [nflation: Obstacles and Opportunitics
The Equal Credit Opportunity Act and . . . Age
The Equal Credit Opportunity Act and . . . Credit Rights in
Housing
The Equal Credit Opportunity Act and . . . Doctors, Law-
yers, Small Retailers, and Others Who May Provide
Incidental Credit
The Equal Credit Opportunity Act and . ., Women
Fair Credit Billing
Federal Reserve Glossary
Guide to Federal Reserve Regulations
How to File A Consumer Credit Complaint
If You Borrow To Buy Stock
If You Use A Credit Card
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
Monetary Control Act of 1980
Organization and Advisory Committees
Truth in [easing
U.S. Currency
What Truth in l.ending Means to You

STAFF STUDIES: Summaries Only Printed in the
Bulletin
Studies and papers on cconomic and financial subjects
that are of general interest. Requests 1o obtain single copies
of the full text or to be added to the mailing list for the series
may be sent to Publications Services.

PERFORMANCE AND CHARACTERISTICS OF EDGE CORPORA-
TIONS, by James V. Houpt. Feb. 1981, 56 pp.

BANKING STRUCTURE AND PERFORMANCE AT THE STATE
[LEVEL DURING THE 1970s, by Stephen A. Rhoades, Mar.
1981. 26 pp.

FEDERAL RESERVE DECISIONS ON BANK MERGERS AND AC-
QUISITIONS DURING THE 1970s, by Stephen A. Rhoades.
Aug. 1981. 16 pp.

Brrow THE Bo1ToM LINE: ToHE USE OF CONTINGENCIES
AND COMMITMENTS BY COMMERCIAL BANKS, by Benja-
min Wolkowitz and others. Jan. 1982. 186 pp.

MuULTIBANK HOLDING COMPANIES: RECENT EVIDENCE ON
COMPETITION AND PLRFORMANCF IN BANKING MAR-
KETS, by Timothy I. Curry and John T'. Rose. Jan. 1982,
9 pp.

Costs, ScarLe EcoNnomnes, COMPETITION, AND PropucTt
Mix IN THE U.S. PayMinTs MecuaNissm, by David B.
tHumphrey. Apr. 1982, 18 pp.

DivisiA MONETARY AGGREGATES: COMPILATION, DATA,
AND HisToricaL Benavior. by William A. Barnett and
Paul A. Spindt. May 1982, 82 pp.

THr COMMUNITY REINVESTMENT ACT AND CREDIT ALLO-
CATION, by Glenn Canner. June 1982. 8 pp.

INTEREST RATES AND TERMS ON CONSTRUCTION LLOANS AT
CoMMERCIAL Banks, by David F. Seiders. July 1982,
14 pp.

STRUCTURE-PERFORMANCE STUDIES IN BANKING: AN Up-
DATED SUMMARY AND EvaLuaition, by Stephen A.
Rhoades. Aug. 1982, IS pp.

REPRINTS
Most of the articles reprinted do not exceed 12 pages.

Revision of Bank Credit Series. 12/71.

Rates on Consumer Installment Loans. 9/73.

Industrial Electric Power Use. 1/76.

Revised Series for Member Bank Deposits and Aggregate
Reserves. 4/76.

Federal Reserve Operations in Payment Mechanisms: A
Summary. 6/76.

Perspectives on Personal Saving. 8/80.

The Impact of Rising Oil Prices on the Major Foreign)
Industrial Countries. 10/80.

Federal Reserve and the Payments System: Upgrading Elec-
tronic Capabilities for the 1980s. 2/81.

Survey of Finance Companies, 1980. 5/81.

Bank [.ending in Developing Countries. 9/81.

U.S. International Transactions in 1981. 4/82.

The Commercial Paper Market since the Mid-Seventies. 6/82.

Applying the Theory of Probable Future Competition. 9/82.

[nternational Banking Facilities. 1/82.
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Index to Statistical Tables

References are to pages A3 through A79 ulthough the prefix ‘A’ iy omitted in this index

ACCEPTANCES, bankers, 10, 25, 27
Agricultural loans, commercial banks, 18, 19, 20, 26
Assets and liabilities (See also Foreigners)
Banks, by classes, 17, 18-21, 70-7§
Domestic finance companies, 39
Federal Reserve Banks, 11
Foreign banks, U.S. branches and agencies, 22, 76
Nonfinancial corporations, 38
Savings institutions, 29
Automobiles
Consumer installment credit, 42, 43
Production, 48, 49

BANKERS balances, 17, 1820, 70, 72, 74
(See also Foreigners)
Banks for Cooperatives, 35
Bonds (See also U.S. government securities)
New issues, 36
Rates, 3
Branch banks, 15, 21, 22, 56, 76
Business activity, nonfinancial, 46
Business expenditures on new plant and equipment, 38
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 46
Capital accounts
Banks, by classes, 17, 71, 73, 75
Fedcral Reserve Banks, 11
Central banks, 67
Certificates of deposit, 21. 27
Commercial and industrial loans
Commercial banks, 15, 17, 22, 26
Weekly reporting banks, 18-22, 23
Commercial banks
Assets and liabilities, 17, 18=21, 70-75
Business loans, 26
Commercial and industrial loans, 15, 17, 22, 23, 26
Consumer loans held, by type, 42, 43
Loans sold outright, 21
Nondeposit funds, 16
Number, by classes, 17, 71, 73, 75
Real estate mortgages held, by holder and property, 41
Time and savings deposits, 3
Commercial paper, 3, 25, 27, 39
Condition statements (See Assets and liabilities)
Construction, 46, 50
Consumer installment credit, 42, 43
Consumer prices, 46, 51
Consumption expenditures, 52, 53
Corporations
Profits and their distribution, 37
Security issues, 36, 66
Cost of living (See Consumer prices)
Credit unions, 29, 42, 43
(See also Thrift institutions)
Currency and coin, 5, 17,70, 72, 74
Currency in circulation, 4, 13
Customer credit, stock market, 28

DEBITS to deposil accounts, 12
Debt (See specific types of debt or securities)
Demand deposits

Adjusted, commercial banks, 12

Banks, by classes, 17, 18-21, 71, 73, 75

Demand deposits—Continued
Ownership by individuals, partnerships, and
corporations, 24
Turnover, 12
Depository institutions
Reserve requirements, 8
Reserves and related items, 3,4, 5, 14
Deposits (See also specific types)
Banks, by classes, 3, 17, 18-21, 29, 71, 73, 75
Federal Reserve Banks, 4, 11
Turnover, 12
Discount rates at Reserve Banks and at foreign central
banks (See Interest rates)
Discounts and advances by Reserve Banks (See
Loans)
Dividends, corporate, 37

EMPLOYMENT, 46, 47
Eurodollars, 27

FARM mortgage loans, 41
Federal agency obligations, 4, 10, 11, 12, 34
Federal credit agencies, 35
Federal finance
Debt subject to statutory limitation and types and
ownership of gross debt, 32
Receipts and outlays, 30, 31
Treasury financing of surplus, or deficit, 30
Treasury operating balance, 30
Federal Financing Bank, 30, 35
Federal funds, 3, 6, 18, 19, 20, 27, 30
Federal Home [.oan Banks, 35
Federal Home [Loan Mortgage Corporation, 35, 40, 41
Federal Housing Administration, 35, 40, 41
Federal Intermediate Credit Banks, 35
Federal Land Banks, 35, 41
Federal National Mortgage Association, 35, 40, 41
Federal Reserve Banks
Condition statement, 11
Discount rates (See lnterest rates)
U.S. government securities held, 4, 11, 12, 32, 33
Federal Reserve credit, 4, 5, 11, 12
Federal Reserve notes, 11
Federally sponsored credit agencies, 35
Finance companies
Assets and liabilities, 39
Business credit, 39
Loans, 18, 19, 20, 42, 43
Paper, 25, 27
Financial institutions
Loans to, 18, 19, 20
Selected assets and liabilities, 29
Float, 4
Flow of funds, 44, 45
Foreign banks, assets and liabilities of U.S. branches and
agencies, 22, 76
Foreign currency operations, 11
Foreign deposits in U.S. banks, 4, 11, 18, 19, 20
Foreign exchange rates, 68
Foreign trade, 55
Foreigners
Claims on, 56, 58, 61, 62, 63, 65
Liabilities to, 21, 55, 56-60, 64, 66, 67
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GOLD '
Certificate account, 11 REAL estate loans
Stock, 4, 55 Banks. by classes, 18-20, 41

Rates, terms, yields, and activity, 3, 40
Savings institutions, 27
Type of holder and property mortgaged, 41

Government National Mortgage Association, 35, 40, 41
Gross national product, 52, 53

HOUSING, new and existing units, 50 Repurchase agreements and federal funds, 6, (8, 19, 20
Reserve requirements, 8
INCOME, personal and national, 46, 52, 53 Reserves

Commercial banks, 17, 71
Depository institutions, 3, 4, 5, 14
Federal Reserve Banks, 1
UJ.S. reserve assets, 5§

Residential mortgage loans, 40

Retail credit and retail sales, 42, 43, 46

Industrial production, 46, 48
Installment loans, 42, 43

Insurance companies, 29, 32, 33, 41
Insured commercial banks, 70-75
Interbank loans and deposits, 17
Interest rates

Bonds, 3
Rusiness loans of banks, 26 SAVING
Federal Reserve Banks, 3, 7 Flow of funds, 44, 45
Foreign central banks and foreign countries, 67 National income accounts, 53
Money and capital markets, 3, 27 Savings and loan assns., 9, 29, 33, 41, 42, 43, 44
Mortgages, 3, 40 ] (See also Thrift institutions)
Prime rate, commercial banks, 26 Savings deposits (See Time and savings deposits)
Time and savings deposits, 9 Sccuritics (See specific types)
International capital transactions of United States, 54-67 Federal and federally sponsored credit agencies, 35
International organizations, 58, 59-61, 64-67 Foreign transactions, 66
Inventories, 52 New issues, 36
Investment companies, issues and assets, 37 Prices, 28
Investments (See also specific types) Special drawing rights, 4, 11, 54, 55
Banks, by classes, 17, 29 State and local governments
Commercial banks, 3, 15, 17, 18-20, 70, 72, 74 Deposits, 18, 19, 20
Federal Reserve Banks, L, 12 Holdings of U.S. government securities, 32, 33
Savings institutions, 29, 41 New security issucs, 36
Ownership of securities issued by, 18,19, 20, 29
LABOR force, 47 Rates on securities, 3
Life insurance companics (See Insurance Stock market, 28
companics) . Stocks (See also Securities)
Loans (See also specific types) New issues, 36
Banks, by classes, 17, 18-21 Prices, 28

Commercial banks, 3, 15, 17, 18-21, 22, 26, 70, 72, 74
Federal Rescrve Banks, 3,4, 5,7, 11, (2

Insured or guaranteed by United States, 40, 41
Savings institutions, 29, 41

TAX receipts, federal, 31
Thrift institutions, 3 (See also Credit unions,
Mutual savings banks, and Savings and loan
AT . associations)
MéNp[-ALl-u,RIN(’ Time and savings deposits, 3, 9, 12, 17, 18-2t, 71, 73, 75
apacity utilization, 46 ey .
Production. 46. 49 [rade, foreign, §§
Margin requir e Treasury currency, ‘Treasury cash, 4
argin requirements, 28 e
g w2 ! e g I'reasury deposits, 4, {1, 30
Member banks (See also Depository institutions) Treasury operating balance, 30
Federal funds and repurchase agrecments, 6 “ peraling bafance, -
Reserve requirements, 8

Mining production, 49 UNEMPLOYMENT, 47
Mabile home shipments, SO U.S. international transactions, 54-67
Monetary and credit aggregates, 3, 14 U.S. government balances
Money and capital market rates (See Interest Commercial bank holdings, 18, 19, 20
rates) Treasury deposits at Reserve Banks, 4, (1, 30
Money stock measures and components, 3, 13 U.8. government securitics
Mortgages (See¢ Real estate loans) Bank holdings, 17, 18-20, 32, 33, 70, 72, 74
Mutual funds (See Investment companics) Dealer transactions, positions, and financing, 34
Mutual savings banks, 9, 18-20, 29, 32, 33, 41, 42, 43 Federal Reserve Bank holdings, 4, 11,12, 32, 33
(See also Thrift institutions) l“()rcugn ;l;ld international holdings and transactions, 11,
32,6
NATIONAL defensc outlays, 31 Open market transactions, 10
National income, 52 Qutstanding, by type and ownership, 32, 33
Ownership of sccurities issued by, 29
OPEN market transactions, [0 Rates, 3, 27

Utilities, production, 49
l’l*‘JRS()NAL income, 53
Prices VETERANS Administration, 40, 4
Consumer and producer, 46, 51
Stock market, 28
Prime rate, commercial banks, 26
Producer prices, 46, S|
Production, 46, 48
Profits, corporate, 37 YIELDS (See Interest rates)

WELEKLY reporting banks, 18-23
Wholesale (producer) prices, 46, 51
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