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asset-backed securities, and the involve-
ment of banking organizations in this pro-
cess; it also discusses the incentives for
issuing and acquiring asset-backed securi-
ties. Asset securitization is examined from
a supervisory perspective by outlining the
supervisory issues associated with issuance
or ownership of asset-backed securities and
the supervisory policies and procedures
used by the Federal Reserve in this area.
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With regard to the implementation of
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the Committee adopted a directive that
called for some slight easing in the degree of
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Asset Securitization: A Supervisory

Perspective

Thomas R. Boemio and Gerald A. Edwards, Jr.,
of the Board’s Division of Banking Supervision
and Regulation prepared this article. Michael
Boennighausen contributed research assistance.

In recent years the number of banks and bank
holding companies (referred to here as banking
organizations) that have issued securities
backed by their assets and that have acquired
asset-backed securities as investments has in-
creased markedly. The reason for this increase
is that securitization activities, if conducted in a
prudent manner, can yield significant financial
and operational benefits for banking organiza-
tions. At the same time, bank supervisors must
carefully assess the effect of asset securitization
activities on the financial condition, perfor-
mance, and risk profiles of banking organiza-
tions.

This article examines asset securitization
from a supervisory perspective. The first sec-
tion describes the mechanics of the securitiza-
tion process, the structures of asset-backed
securities, and the involvement of banking or-
ganizations in this process. It also discusses the
incentives for issuing and acquiring asset-
backed securities.

The second section outlines the supervisory
issues associated with ownership or issuance of
asset-backed securities by banking organizations
and the supervisory policies and procedures used
by the Federal Reserve System in light of the
growing involvement of banking organizations in
asset securitization. It summarizes generally ac-
cepted accounting principles (GAAP) and bank
regulatory reporting requirements as they pertain
to sales treatment of asset securitization transac-
tions. This section also examines the provisions
of the risk-based capital guidelines that relate to
the asset securitization process.

AN OVERVIEW OF ASSET SECURITIZATION

In its simplest form, asset securitization involves
the selling of assets. The process first segregates
generally illiquid assets into pools and transforms
these pools into capital market instruments. The
payment of principal and interest on these instru-
ments depends on the cash flows from the assets
in the pool that underlies the new securities. The
new securities may differ from their underlying
assets in terms of denominations, cash flows, and
other features that make the securities more
attractive to investors.

Asset securitization, as we know it, began
when the federal government encouraged the
securitization of residential mortgages. In 1970,
the Government National Mortgage Association
(GNMA) created the first publicly traded mort-
gage-backed security. Soon, the Federal Na-
tional Mortgage Association (FNMA) and the
Federal Home Loan Mortgage Corporation
(FHLMC), both government-sponsored agen-
cies, also developed mortgage-backed securities.
The guarantees that these government or govern-
ment-sponsored agencies provide, which assure
investors of the payment of principal and inter-
est, have greatly facilitated the securitization of
mortgage assets.

Asset securitization has grown dramatically
over the past few years. The outstanding amount
of residential mortgage-backed, pass-through se-
curities, which are the largest segment of the
asset-backed securities market, has increased
approximately 168 percent since year-end 1984 to
$769 billion by year-end 1988 (table 1). In addi-
tion to rapid growth in residential mortgage-
backed securities, recent years have witnessed
an explosion in the issuance of securities backed
by other assets: credit card receivables, automo-
bile loans, boat loans, commercial real estate
loans, home equity loans, student loans, nonper-
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1. Outstanding amount of pass-through securities
backed by residential morigages

Riltions of dollanrs

Type of pass-through

Year Privat Total
, . . ; rivate
GNMA | FHLMC | FNMA issues!

180.0 70.8 36.2 n.a. 287.0

212.1 100.4 55.0 n.a. 367.5

262.7 171.4 97.2 6.3 537.6

317.6 212.6 140.0 14.0 684.2

340.5 225.0 178.3 25.1 768.9

1. The somee for these data s Fmancial World Publications.
na Notavailable.

forming loans. and lease receivables. The annual
issuance of securities backed by assets other
than mortgages has increased from slightly more
than $1 billion in 1985 t0 more than $16 billion by
the end of 1988.

The Securitization Process

The assel securitization process begins, as de-
picted in the chart, with the segregation of loans
or leases into pools that arc relatively homoge-
neous with respect 1o type of credit. maturity,
and interest rate risk. These pools of assets are
then transferred to a trust or other entity known
as an issuer because it issues the securities that
are acquired by investors. These asset-backed
securities may take the form of debt, certifi-
cates of beneficial ownership, or other instru-
ments. The issuer is typically protected from
bankruptcy by various structural and legal ar-
rangements. A sponsor that provides the asscts
to be sccuritized owns or otherwise establishes
the issuer.

Each issuc of asset-backed sccurities has a
servicer responsible for collecting interest and
principal payments on the loans or leases in the
underlying pool of asscts and for transmitting
these funds to investors (or a trustee representing
them). A trustee monitors the activities of ser-
vicers to cnsure that they properly fulfill their
role.

A guarantor may also be involved to see that
principal and interest payments will be received
by investors on a timely basis. even it the ser-
vicer is unable to collect these payments from the
obligors. Many issues of mortgage-backed secu-

rities are cither guaranteed directly by GNMA, a
government agency backed by the full (aith and
credit of the U.S. government. or by I'NMA or
FHI.MC, government-sponsored agencices that
arc not backed by the full faith and credit of the
U.S. government but are perceived by the credit
markets to have its implicit support. Privately
issued, mortgage-backed sccuritics and other
types of asset-backed securities generally depend
on some form of credit enhancement provided by
the originator or third party to insulate the inves-
tor from some or all of any credit losses. Usually,
credit enhancement is provided for several mul-
tiples of the historical losses experienced on the
particular asset backing the security,

One form of credit enhancement is the re-
course provision, or guarantee. that requires
the originator to cover any losses up to an
amount contractually agreed upon. Some asset-
backed sccurities, such as those backed by
credit card receivables, typically use a “'spread
account.” This account is actually an escrow
account whose funds are derived from a portion
of the spread between the interest carned on the
assets in the underlying pool and the lower
interest paid on securitics issued by the trust,
The amounts that accumulate in the account are
used to cover credit losses in the underlying
asset pool up to several multiples of historical
losses on the underlying assets.

Overcollateralization, another form of credit
cnhancement covering a predetermined amount
of potential credit losses, occurs when the value
of the underlying assets exceeds the face value of
the sccurities. Also, the scnior-subordinated se-
curity structure provides credit enhancement,
generally to the senior class. Under such a struc-
ture, at least two classes of asset-backed securi-
tics are issued. with the senior class having a
priority claim on the cash flows from the under-
lying pool of assets. Since the senior class has
this priority claim, cash flows from the underly-
ing pool of assets must first satisfy the require-
ments of the senior class. Only after these re-
quirements have been met will the cash flows be
dirccted to service the subordinated class. There-
fore, the subordinated class must absorb credit
losses before any are charged to the senior
portion. Other forms of credit enhancement in-
clude standby letters of credit or surety bonds



from third partics that protect investors against
losses.

An investment banking firm or other organiza-
tion gencrally serves as an underwriter for asset-
backed sccurities. In addition, for asset-backed
issues that are publicly offered, a credit rating
agency will analyze the policies and operations of
the originator and servicer, as well as the struc-
ture. underlying pool of assets. expected cash
flows, and other attributes of such sccurities.
Before assigning a rating to the issue. the rating
agencey will also assess the extent of loss protec-
tion provided to investors by any credit enhance-
ments associated with the issue. (See the char.)

Traditional lending  activities are  generally
funded by deposits or other liabilitics, and both
the asscets and related liabilities are reflected on
the balance sheet. Deposit liabilities must gener-
ally increase 10 fund additional loans.

In contrast, the securitization process gener-
ally does not increase on-balance-sheet liabilities
in proportion 1o the volume of loans or other
assets being originated and securitized. As dis-
cussed more fully below. when banking organi-
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zations securitize their assets and these transac-
tions are treated as sales, both the assets and the
related asset-backed securities (that is, {iabilities)
arc removed from the balance sheet. The cash
proceeds from the securitization transactions arc
generally used to originate or acquire additional
loans or other assets for scecuritization. and the
process is then repeated. Thus. for the same
volume of loan originations. sccuritization re-
sults in lower amounts of asscts and liabilities
when compared with traditional lending activi-
ties.

The Structure of
Asset-Backed Securities

Asset scecuritization involves different kinds of
capital market instruments. ‘These instruments
may be structured as ““pass-throughs™ or “*pay-
throughs.”" Under a pass-through structure, the
cash flows from the underlying pool of assets
are passed through to investors on a pro rata
basis. This type of sccurity is typically a single-

Pass-through, asset-backed securities: structure and cash flows

S yOrQ Forwards o
Obligors principal aid “Passes through™ principal and
interest . interest payments
! payments Trustec ———————————————
Remit I—'"_"'_'_"' I
principal andl
mlerc:‘t Initial cash Initial cash Initial cash |
payments proceeds proceeds purchase
J L from from of *
Originator/ securities securities _ securities
—_—— — e — —— —— —_——
Sponsor/ | Trust .| Underwriter Investors
Servicer Transfers Issucs DiSL!'“’.JqleS
loaps on securities securities
Purchases receivables Provides credit
4 “_‘:;.5 enhancement for the
nha .fm' l: asset pool, for example,
enhancemen by a letter of credit
Credit Cash flows — —— — —
cnhancer Structure |
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class instrument such as a GNMA pass-
through. The pay-through structure, which has
multiple classes, combines the cash flows from
the underlying pool of assets and reallocates
them to two or more issues of securities that
have different cash flow characteristics and
maturities. An example is the collateralized
mortgage obligation (CMO), which has a series
of bond classes, each with its own specified
coupon and stated maturity. In most cases, the
assets that make up the CMO collateral pools
are pass-through securities backed by residen-
tial mortgages. Scheduled principal payments,
and any prepayments, from the underlying col-
lateral go first to the earliest maturing class of
bonds. This first class of bonds must be retired
before the principal cash flows are used to retire
the later bond classes. The development of the
pay-through structure was a result of the desire
to broaden the marketability of these securities
to investors who were interested in maturities
other than those generally associated with pass-
through securities.

Multiple-class, asset-backed securities may
also be issued as derivative instruments such as
“‘stripped’’ securities. Investors in each class of
a stripped security will receive a different por-
tion of the principal and interest cash flows
from the underlying pool of assets. In their
purest form, stripped securities may be issued
as interest-only (I10) strips for which investors
receive 100 percent of the interest from the
underlying pool of assets and as principal-only
(PO) strips for which the investors receive all of
the principal.

In addition to these securities, other types of
financial instruments may arise as a result of
asset securitization. One such instrument is
loan servicing rights that are created when
organizations purchase the right to act as ser-
vicers for pools of loans. The cost of these
purchased servicing rights may be recorded as
an intangible asset when certain criteria are
met. Excess servicing fee receivables, another
financial instrument, generally arise when the
cash flows from the underlying assets that a
servicer expects to receive exceed standard
normal servicing fees. Another instrument, as-
set-backed securities residuals (sometimes re-
ferred to as ‘‘residuals’’ or ‘‘residual inter-

ests’’), represents claims on any cash flows that
remain after all obligations to investors and any
related expenses have been met. Such excess
cash flows may result from overcollateraliza-
tion or from reinvestment income. Residuals
can be retained by sponsors or purchased by
investors in the form of securities.

Involvement of
Banking Organizations

Banking organizations have long been involved
in asset securitization, particularly in the well-
developed market for securities backed by res-
idential mortgages. More recently, banking or-
ganizations, besides substantially augmenting
the volume of their activities in this area, have
also started securitizing other types of assets,
as mentioned earlier, particularly credit card
receivables. Also, many banking organizations
have increased their reliance on securitization
for funding, have acted as servicers or trustees
for securitized issues, and have purchased as-
set-backed securities or derivative instruments
for investment or other purposes,

Currently, securities subsidiaries of bank
holding companies may underwrite asset-
backed securities originated by third parties as
long as the criteria of the Federal Reserve
Board’s section 20 orders are met.! In June
1987, the Comptroller of the Currency (OCC)
permitted national banks to underwrite securi-
ties backed by their own assets. This decision
was challenged, and in December 1988, a fed-
eral district court ruled that such underwriting
activities were in violation of the Glass—Steagall
Act. The decision was recently reversed upon
appeal by the OCC.,

1. In April and May 1987, the Board approved applications
to underwrite and deal in, to a limited extent, one- to
four-family mortgage-related securities that are rated as in-
vestment quality (that is, one of the top four categories) by a
nationally recognized rating agency. The Board found that
these proposals, as limited in the Order, are consistent with
section 20 of the Glass-Steagall Act. In addition, the Board
approved applications, in July 1987, to underwrite and deal
in, on a limited basis, consumer-receivable-related securities.
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Banking organizations securitize assets to accom-
plish several objectives. First, in selling rather than
holding the originated assets, banking organizations
are able to lower liabilities and assets and, therefore,
reduce their reserve and capital requirements and
deposit insurance premiums. Securitization also
provides an additional source of funding, generally
at a lower cost than other funding sources. At the
same time, the organization can earn fee income
from originating loans that are sold and by then
servicing those loans.

Decisions to sell rather than hold loans that are
used to back securities also affect the timing for
recording fee revenue in the income statement,
Once the sales are completed, banking organiza-
tions can immediately recognize income from (1)
syndication fees, (2) previously deferred loan
fees related to loans that are sold, and (3) any
excess servicing fees created by the asset secu-
ritization process.

Thus, asset sales boost standard income mea-
sures, such as return on assets, in two ways.
They serve to bolster income in the period of the
sale through the generation of fees while reduc-
ing the total volume of assets and thus raising the
return on assets ratio. By creating a process, or
‘‘pipeline,” that continually originates and secu-
ritizes assets, thereby removing them from the
balance sheet, a banking organization can use its
systems and loan expertise to originate loans that
otherwise might not be made. Thus, a banking
organization can increase its share of markets for
particular types of loans without the deteriora-
tion of its capital ratios.

The largest purchasers of asset-backed securi-
ties have been pension funds, insurance compa-
nies, savings and loan associations, and commer-
cial banks. Investors tend to be risk averse.
Thus, asset-backed securities are attractive in-
vestments because they are considered relatively
safe as a result of the government or government-
sponsored agencies’ guarantees or because of
private credit enhancements. Also, the returns
on asset-backed securitics are typically higher
than those on U.S. Treasury securities with
comparable maturities. Furthermore, investors
are able to diversify their portfolio by acquiring
different types of assets, for example, mortgages
or credit card receivables, from different geo-
graphic areas.

SUPERVISORY CONSIDERATIONS, POLICIES,
AND PROCEDURES REGARDING
ASSET SECURITIZATION

While clear benefits accrue to banking organiza-
tions that engage in securitization activities and
that invest in asset-backed securities, these ac-
tivities have the potential of increasing the over-
all risk profile of the banking organization if they
are not carried out in a prudent manner. For the
most part, the risks that financial institutions
encounter in the securitization process are iden-
tical to those that they face in traditional lending
transactions. These involve credit risk, concen-
tration risk, operational risk, liquidity risk, fund-
ing risk, and interest rate risk—including prepay-
ment risk. However, since the securitization
process separates the traditional lending function
into several limited roles, such as originator,
servicer, credit enhancer, trustec, and investor,
the types of risks that a bank will encounter will
differ depending on the role it assumes.

As with direct investments in the underlying
assets, investors in asset-backed securities will
be exposed to credit risk, that is, the risk that
obligors will default on principal and interest
payments. Investors are also subject to the risk
that the various parties in the securitization pro-
cess, for example, the servicer or trustee, will be
unable to fulfill their contractual obligations.
Moreover, investors may be susceptible to con-
centrations of risks across various asset-backed
security issues through overexposure to an orga-
nization performing several roles in the securiti-
zation process or as a result of geographic con-
centrations within the pool of assets providing
the cash flows for an individual issue. Since the
secondary markets for certain asset-backed se-
curities are thin, investors may also encounter
greater-than-anticipated difficulties in selling
their securities. Furthermore, certain derivative
instruments, such as stripped, asset-backed se-
curities and residuals, may be extremely sensi-
tive to interest rates and volatile in price. There-
fore, these instruments may dramatically affect
the risk exposure of investors unless they are
used in a properly structured hedging strategy.

Banking organizations that issue asset-backed
securities may be subject to pressures to sell only
their best assets—thus reducing the quality of
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their own loan portfolios. On the other hand,
some banking organizations may feel pressures
to relax their credit standards because they can
sell assets with higher risk than those they nor-
mally would retain for their own portfolios.

Banking organizations that service securitiza-
tion issues must ensure that their policies, oper-
ations, and systems will not permit breakdowns
that may lead to defaults. Issuers and servicers
may face pressures to provide ‘‘moral recourse’’
by repurchasing securities backed by loans or
leases they have originated that have deterio-
rated and become nonperforming. Funding risk
may also be a problem for issuers when market
aberrations do not permit the timely issuance of
asset-backed securities that are in the securitiza-
tion pipeline.

In view of the increasing involvement of bank-
ing organizations in the asset securitization pro-
cess and the desire to foster prudent banking
practice with respect to this activity, the Federal
Reserve and the other banking regulators have
taken several steps over the years to address
securitization activities. These include (1) main-
tenance of regulatory reporting requirements for
sales treatment that discourage banks from re-
taining credit risk when securitizing their assets;
(2) issuance of an interagency supervisory policy
statement, which discusses investments in
stripped, asset-backed securities and residual
interests; (3) development of the risk-based cap-
ital framework; and (4) development of examina-
tion guidelines for various aspects of the securi-
tization process.

Sules versus Financing Treatment
Jor Reporting Purposes

Asset securitization transactions are frequently
structured to obtain certain accounting treat-
ments, which, in turn, affect reported measures
of profitability and capital adequacy. These mea-
sures are used extensively in analyses performed
by supervisory agencies and by the public to
assess the financial condition and performance of
banking organizations,

In transferring assets into a pool to serve as
collateral for asset-backed securities, a key
question is whether the transfer should be
treated as a sale of the assets or as a collater-

alized borrowing, that is, a financing transac-
tion secured by assets. Sales treatment results
in the removal of the assets from the banking
organization’s balance sheet, thus reducing to-
tal assets relative to earnings and capital, and
thereby producing higher performance and cap-
ital ratios. Treatment of these transactions as
financings, however, means that the assets in
the pool remain on the balance sheet and are
subject to capital requirements, and the related
liabilities are subject to reserve requirements.?
From a supervisory standpoint, outright sales
do not present a problem in that such transac-
tions transfer all of the risks and rewards of
ownership of the underlying assets. On the
other hand, transfers that involve recourse to
the selling institution, if treated as sales, can
result in credit risk that is not reflected on the
balance sheet of that institution.

For bank holding companies and their non-
bank affiliates, or for any other nonbank entity
publishing audited financial statements, these
accounting treatments are determined by
GAAP. Bank holding companies also follow
GAAP when preparing regulatory reports filed
with the Federal Reserve. Insured commercial
banks, on the other hand, must report asset
securitization transactions in accordance with
regulatory reporting requirements set forth in
the instructions for the commercial bank Re-
ports of Condition and Income (Call Reports).
The federal banking agencies jointly determine
these reporting requirements, which are pub-
lished by the Federal Financial Institutions Ex-
amination Council (FFIEC). While these regu-
latory reporting requirements usually follow
GAAP, special reporting requirements apply to
sales of assets, including those involved in asset
securitization, When asset transfers do not in-
volve recourse to the selling institution, then
both GAAP and regulatory reporting require-
ments are consistent.

2. Note, however, that the Federal Reserve’s Regulation D
(Reserve Requirements of Depository Institutions) defines
what constitutes a reservable liability of a depository institu-
tion. Thus, although a given transaction may qualify as an
asset sale for Call Report purposes, it nevertheless could
result in a reservable liability under Regulation D.
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Sales Treatment
for Financial Reporting Purposes

Under GAAP, an asset sale occurs when both the
risks and rewards of ownership have been trans-
ferred to the purchaser. Thus, asset transfers for
securitization that do not involve direct or indi-
rect recourse to the transferring banking organi-
zation are treated as sales., When asset transfers
involve recourse, on the other hand, sales or
financing treatment is determined by the criteria
specified by Financial Accounting Standards
Board Statement No. 77 (FASB 77).3

FASB 77 defines recourse as the right of a
transferee of assets to receive payment from the
transferor for the ‘“‘failure of the debtors to pay
when due, effects of prepayments, or adjust-
ments resulting from defects in the eligibility of
the transferred receivables.”” This standard es-
tablishes the following criteria that, if satisfied,
permit a transfer of receivables with recourse to
be considered a sale of the assets rather than a
financing transaction:

1. The transferor surrenders control of the
future economic benefits relating to the receiv-
ables.

2. The transferor can reasonably estimate its
obligation under the recourse provisions.

3. The transferee cannot return the receivables

to the transferor except pursuant to the recourse
provisions.
When the transfer of assets is deemed a sale in
accordance with these criteria, the assets that
have been sold are removed from the transferor’s
balance sheet.

At the same time, the amount of losses esti-
mated to accrue to the seller under the recourse
provisions must be recorded as a direct liability
on the seller’s books. This balance sheet liability
(the recourse liability account) must be periodi-
cally adjusted to reflect any changes in such loss
estimates. The sales gain or loss is the difference
between the sales price, adjusted for this accrual
of estimated losses, and the recorded amount of
net receivables (gross receivables, including any
fees or charges owed by the debtors included

3. FASB 77, ‘‘Reporting by Transferors for Transfers of
Receivables with Recourse,’” was issued in December 1983.

therein, less the unearned portion of these fees
and charges).*

Sales Treatment for Call Report Purposes

The Call Report instructions for commercial
banks contain a general rule that applies to all
‘‘sales of assets,” other than participations in
pools of residential mortgages. This instruction
provides that a transfer of loans or other assets is
reported as a sale ‘‘only jf the transferring insti-
tution (1) retains no risk of loss from the assets
transferred resulting from any cause and (2) has
no obligation to any party for the payment of
principal or interest on the assets transferred
resulting from any cause.’’ A transfer involving
any retention of risk or obligation for payment,
even if limited under the terms of the transfer
agreement, is generally considered a borrowing
transaction, and the entire amount of the assets
transferred must remain on the books of the
transferring institution. This risk retention may
occur directly as a result of recourse provisions
or, indirectly, as a result of retaining a subordi-
nated class of an asset-backed security or by
some other means. Thus, securitization transac-
tions involving recourse to the originator will
generally be reported as financings for Call Re-
port purposes.

As an exception to the general rule, under the
separate Call Report instruction for ‘‘participa-
tion in pools of residential mortgages,”’ banks
engaging in the disposal of residential mortgage
loan pools under the programs of GNMA,
FNMA, and FHLMC are able to treat such
transactions as sales of the underlying mortgages
without regard to the amount of risk retained by
the seller.

Banks that sell ‘‘private’’ certificates of partic-
ipation in pools of residential mortgages, (that is,
pools that are not sold through a government
agency program) are permitted to treat such
transactions as sales only when the selling ‘‘bank
does not retain any significant risk of loss, either
directly or indirectly.”” Recourse is deemed sig-
nificant when the maximum contractual exposure

4. Similar but stricter rules applying to CMOs are pre-
sented in FASB Technical Bulletin 85-2, ‘‘Collateralized
Mortgage Obligations."
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under the recourse provision (or through reten-
tion of a subordinate interest in the mortgages) at
the time of the transfer is greater than the amount
of the probable loss that the bank has reasonably
estimated for the transferred mortgages. Under
such circumstances, the issuing bank has re-
tained the entire risk of loss, and the transfer of
mortgages must be reported as a financing trans-
action.

The special reporting requirements for trans-
fers involving residential mortgages were imple-
mented so as not to hamper the development of
the secondary mortgage markets. When these
reporting requirements were adopted, sales of
residential mortgages entailed little or no risk
retention by the selling institution. The FFIEC is
now reviewing the general regulatory reporting
treatment of asset sales with recourse. In con-
nection with this review, the FFIEC is evaluating
the need for the special reporting requirements
for residential mortgage sales and the appropriate
way to apply capital requirements to transfers of
residential mortgages with recourse. The FASB
is also reviewing GAAP accounting standards for
asset sales with recourse in conjunction with its
Financial Instruments Project and expects to
develop a comprehensive set of accounting stan-
dards for all financial instruments, including
those associated with asset securitization.

Regarding the rationale for the regulatory re-
porting requirements for asset sales with re-
course, the banking regulators historically have
considered the existence of any risk that may be
borne by the seller as the determining factor in
deciding if sales treatment is appropriate. Also,
regulators have traditionally been concerned that
loss estimation may be virtually impossible for
certain types of loans, such as commercial loans,
construction loans, and loans to developing
countries. Such estimates, however, may be pos-
sible for pools of residential mortgages or con-
sumer loans. Under GAAP, sales treatment is
prohibited when losses on the transferred loans
cannot be estimated.

In some asset transfers, the transferor, gener-
ally the originator, may be subject to a partial or
limited recourse provision. Even when the terms
of the transfer ostensibly provide only limited
recourse, it may, in fact, comprise all losses that
are likely to occur. Thus the potential losses to

the bank are the same as they would have been if
the assets had not been sold. For example, in the
transfer of a group of high quality assets with a
‘‘reasonably estimated’’ loss rate of 1 percent, if
the transferor assumes the risk of default up to a
maximum of 10 percent of the total dollar value
of the assets transferred, the transferor in effect
retains the entire risk inherent in the assets
transferred. In addition, to remain viable in the
market, the transferor may feel moral pressure to
insulate investors from any losses above the
amount it is legally committed to meet.

Finally, when ‘‘sales’ can only be made with
recourse, as opposed to selling assets at enough
of a discount to insulate the purchaser of the
assets from all but catastrophic losses, banks
may tend to sell only the highest quality assets
and keep those of lower quality.

As the asset securitization process has
evolved, the banking agencies have reviewed
proposed types of asset securitization transac-
tions for compliance with the rules for reporting
sales of assets on the Call Report. One such
transaction approved by the banking agencies did
not involve recourse to the selling bank but
instead used a separate spread account, funded
through excess cash flows from the underlying
pool of assets, to absorb credit losses on the
transferred loans. The Federal Reserve and the
other banking agencies determined that, for reg-
ulatory reporting purposes, sales treatment is
appropriate for such structures because the sell-
ing bank does not retain the risk of loss.

Interagency Investment Policy Statement

On April 20, 1988, the Federal Reserve, along
with the other federal banking agencies, issued a
policy statement that addressed investment and
trading practices of insured commercial banks.
This policy statement also covered stripped,
mortgage-backed securities and residual inter-
ests. Supervisory concerns about these instru-
ments arise because of their extreme sensitivity
to interest rates and the resulting price volatility.
Generally, POs increase in value when interest
rates decline because prepayments of mortgages
increase, thus shortening their maturities and
allowing investors to recover their investment
sooner than they anticipated. In contrast, 10s
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and residuals increase in value when interest
rates rise because prepayments decline, maturi-
ties lengthen, and more interest is collected on
the underlying mortgages. Therefore, banking
organizations sometimes use the purchase of a
PO to offset the effect of interest rate movements
on the value of mortgage servicing, and the
purchase of an IO or residual to offset interest
rate risk associated with mortgages and similar
instruments.

However, when purchasing an 10, PO, or
residual, without offsetting hedges, the investor
may be speculating on future interest rate move-
ments and how those movements will affect the
prepayment of the underlying collateral. Further-
more, stripped, mortgage-backed securities that
do not have the guarantee of a government
agency or government-sponsored agency as to
principal and interest have an added element of
credit risk. The interagency policy statement on
such investments discussed the appropriateness
of them for banks and the prudential measures
that a bank should take to protect itself from
undue risk when it invests in these instruments.’

Under guidelines set forth in the policy state-
ment, I0s and POs may be unsuitable for an
institution’s investment portfolio, particularly if
held in significant amounts. Generally, these
guidelines state that banks should not invest in
stripped, mortgage-backed securities, such as
10s and POs, unless they have highly sophisti-
cated and well-managed securities portfolios,
mortgage portfolios, or mortgage banking func-
tions. In such institutions, however, the acquisi-
tion of 10s and POs should only be undertaken in
conformance with carefully developed and doc-
umented plans prescribing specific positioning
limits and control arrangements that have been
approved by the bank’s board of directors.

Risk-Based Capital Provisions Affecting
Asset Securitization

Capital requirements play an important role in
the supervision of banking organizations. The
new risk-based capital framework, published in

5. Press release, ‘‘Supervisory Policy Concerning Selec-
tion of Securities Dealers and Unsuitable Investment Prac-
tices,”” Federal Reserve Board, April 20, 1988.

January 1989, assigns assets and the credit equiv-
alent amounts of off-balance-sheet items to vari-
ous broad risk categories, depending on the level
of credit risk associated with that asset. The
aggregate dollar value of the amount in each risk
category is then multiplied by the risk weight
associated with it. The resulting weighted values
from each of the risk categories are added to-
gether, and this sum is the bank’s total of risk-
weighted assets. An organization’s capital (com-
posed of stockholders’ equity and certain other
items) is then divided by its total of risk-weighted
assets to calculate its capital ratio.® The risk-
based capital framework will be phased in begin-
ning at the end of 1990 and will be fully effective
in 1993.

The risk-based capital framework has three
main features that will affect the asset securitiza-
tion activities of banking organizations. First, the
framework assigns risk weights to loans, asset-
backed securities, and other assets related to
securitization. Second, bank holding companies
that transfer assets with recourse to the seller as
part of the securitization process will now explic-
itly be required to hold capital against their
off-balance-sheet credit exposures. Third, bank-
ing organizations that provide credit enhance-
ment to asset securitization issues through
standby letters of credit or by other means will
have to hold capital against the related off-
balance-sheet credit exposures.

The risk weights assigned to an asset-backed
security depend on the issuer and whether the
assets that constitute the collateral pool are mort-
gage related, for example, residential mortgages
or pass-through securities. Asset-backed securi-
ties issued by a trust or by a single-purpose
corporation and backed by nonmortgage assets
will receive a risk weight of 100 percent.

Securities guaranteed by U.S. government
agencies and those issued by U.S. government-
sponsored agencies are assigned risk weights of 0
and 20 percent respectively because of the low
degree of credit risk, Accordingly, mortgage-
backed, pass-through securities guaranteed by

6. The amounts used for this calculation are taken from a
banking organization’s regulatory reports: the Call Report for
commercial banks and the Consolidated Financial Statements
for Bank Holding Companies (F.R. Y-9C).
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GNMA will have a risk weight of 0 percent. In
addition, securitics such as participation certifi-
cates and CMOs issued by FNMA or FHI.MC
will have a risk weight of 20 percent.

However, several types of sccurities issued by
FNMA and FHLMC are excluded from the
lower risk weight and slotted in the 100 percent
risk weight category. Residual interests (for ex-
ample. CMO residuals) and subordinated classes
of pass-through sccuritics or CMOs that absorb
more than their pro rata share of loss are as-
signed to the 100 percent risk weight category.
Furthermore, all stripped, mortgage-backed sc-
curities. including 10s. POs, and similar instru-
ments will also receive a risk weight of 100
percent because of their extreme price volatility.
The treatment of stripped, mortgage-backed se-
curitics will be reconsidered when a method to
measure interest rate risk is incorporated into the
risk-based capital guidelines.

A privately issued, mortgage-backed security
that meelts the criteria listed below is considered
cither a direct or indirect holding of the underly-
ing mortgage-related assets and is assigned to the
same risk category as those assets (for example,
.S, government agency securitics, U.S. gov-
ernment-sponsored agency securities, FHA- and
VA-guarantced mortgages. and conventional
mortgages). However, under no circumstances
will a privately issued, mortgage-backed security
be assigned to the 0 percent risk-weight category.
Therefore, private issues that are backed by
GNMA sccuritics will be assigned to the 20
pereent risk-weight category as opposed to the 0
percent category appropriate to the underlying
GNMA securities. The criteria that a privately
issued. mortgage-backed security must meet to
be assigned the same risk weight as the underly-
ing asscts are as follows:

I. ‘The underlying assets are held by an inde-
pendent trustee, and the trustec has a first prior-
ity. perfected security interest in the underlying
assets on behalf of the holders of the security.

2. The holder of the security has an undivided
pro rata ownership interest in the underlying
mortgage assets, or the trust or single purpose
entity (or conduit) that issues the security has no
liabilities unrelated to the issued securities.

3. The cash flow from the underlying assets in
all cases fully meets the cash flow requirements

of the security without undue reliance on any
reinvestment income.

4. No material reinvestment risk is associated
with any funds awaiting distribution to the hold-
ers of the sccurity.

Those privately issued, mortgage-backed se-
curitics that do not meet the above criteria will
receive a risk weight of 100 percent (table 2).

If the underlying pool of mortgage-related as-
sets is composed of more than one type of asset,
then the entire class of mortgage-backed securni-
ties is assigned to the category of the asset with
the highest risk weight in the pool. If the security
is backed by a pool consisting of U.S. govern-
ment-sponsored agency scecurities. for example.
FHL.MC participation certificates, that qualify
for a risk weight of 20 percent and conventional
mortgage loans that qualify for a risk weight of 50
percent, then the security would receive the 50
percent risk weight.

As previously mentioned. bank holding com-
panics report their activitics in accordance with
GAAP. which permits asset securitization trans-
actions o be treated as sales when certain crite-
ria ar¢ met, even when there is recourse to the
scller. With the advent of the risk-based capital
guidclines, bank holding companies will be ex-
plicitly required to hold capital against the off-
balance-sheet credit exposure arising from the
contingent liability associated with the recourse
provisions. This exposure is considered a direct
credit substitute that would be converted at 100

2. Risk weights accorded toiasset-backed securities
under the risk-based capital guidelines

Type of asset-backed securities Risk weight

(percent)
GNMAS....ociiiiie e 0
FHLMC and FNMA securities . 20

Privately issued, mortgage-backed securities
collateralized by GNMA, FHLMC, or
FNMA securities, or by FHA- or
VA-guaranteed mortgages’.............. 20

Privately issued, mortgage-bucked securities
collateralized by one- to four-family
residential properties' ................... 50

Stripped, mortguge-backed securities,
residual interests, and subordinated

cluss securities .............. e 100
Asset-backed securities collateralized by
NONMOrtGARE ASSELS .....vvvvunnieininne. 100

1. Privately-1ssued, mortgage-backed secuninies must meet the cri-
teria outhned in the risk-based capital guidelines to be accorded the
sk weight of the underlving collateral.
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percent to an on-balance-sheet credit equivalent
amount for appropriate risk weighting.

Banking organizations that issue standby let-
ters of credit as credit enhancements for asset-
backed security issues must hold capital against
these contingent liabilities under the risk-based
capital guidelines. According to the guidelines,
financial standby letters of credit are direct credit
substitutes, which are converted in their entirety
to credit equivalent amounts. The credit equiva-
lent amounts are then risk weighted according to
the type of counterparty or, if relevant, to any
guarantee or collateral.

Examination Guidelines
for Asset Securitization”

The Federal Reserve is also in the process of
developing and implementing guidelines to assist
examiners in the on-site review of the involve-
ment of banking organizations in securitization,
both as participants and as investors. The guide-
lines provide a more structured framework for
assessing the risks associated with the securiti-
zation process at banking organizations and for
determining that they have implemented certain
prudential policies and procedures in this area. In
accordance with these guidelines, examiners are
to determine that the following conditions are
being satisfied:

« Securitization activities are integrated into
the overall strategic objectives of the organiza-
tion.

* Sources of credit risk are understood, and prop-
erly analyzed and managed, without excessive reli-
ance on credit ratings by outside agencies.

* Credit, operational, and other risks are rec-
ognized and are addressed through appropriate
policies, procedures, management reports, and
other controls.

7. The Federal Reserve's examination guidelines were
developed by the Asset Securitization Task Force headed by
Franklin D. Dreyer, Senior Vice President, Federal Reserve
Bank of Chicago. The other members of the task force, from
the Reserve Banks, are James Barnes, Lawrence Cuy,
George Gregorash, Barbara Kavanagh, Mark Levonian, and
Donald Wilson, and from the Board, Roger Cole and the
authors.

* Liquidity and market risks are recognized,
and the organization is not excessively depen-
dent on securitization as a substitute for funding
or as a source of income.

+ Steps have been taken to minimize the poten-
tial for conflicts of interest due to securitization.

*» Possible sources of structural failure in secu-
ritization transactions are recognized, and the
organization has adopted measures to minimize
the effect of such failures, should they occur.

« The organization is aware of the legal risks and
uncertainty regarding various aspects of securitiza-
tion.

* Concentrations of exposure in the underlying
asset pools, in the asset-backed securities port-
folio, or in the structural elements of securitiza-
tion transactions are avoided.

+ All sources of risk are evaluated at the incep-
tion of each securitization activity and are mon-
itored on an ongoing basis.

Moreover, special seminars on asset securiti-
zation have been conducted for senior examin-
ers, and in depth coverage of securitization is-
sues will continue to be part of a regular
examiner training program.

CONCLUSION

In recent years the complexity of asset securiti-
zation has increased, and this trend most likely
will continue. In addition, securitization is in-
creasing in other countries, and international
markets for asset-backed securities are expected
to grow rapidly.

Asset securitization activities should remain
beneficial to banking organizations when con-
ducted in a prudent manner. Banking organiza-
tions, however, must carefully evaluate the risks
inherent in new forms of asset securitization and
maintain appropriate controls, systems, and
other measures to minimize these risks. The
Federal Reserve Board will continue to review
new asset-backed security structures as they
develop to assess the associated risks to banking
organizations and the financial system and to
factor these developments into its supervisory
process.



670

Treasury and Federal Reserve
Foreign Exchange Operations

This quarterly report, covering the period May
through July 1989, provides information on Trea-
sury and System foreign exchange operations. It
was presented by Sam Y. Cross, Manager of
Foreign Operations of the System Open Market
Account and Executive Vice President in charge
of the Foreign Group of the Federal Reserve
Bank of New York. Cathy Weintraub was primar-
ily responsible for preparation of the report.’

The dollar was under upward pressure in the first
half of the period under review, continuing a
tendency that had begun toward the end of the
previous reporting period. The dollar was sup-
ported by strong investment demand until late
May. In early June, after a brief period of relative
market calm, the dollar came under renewed
upward pressure amid large capital flows precip-
itated by escalating tensions in China. These two
waves of upward pressure were met with heavy
and sustained intervention.

After mid-June the dollar retreated and, on
balance, ended the three-month period V4 percent
lower on a trade-weighted basis as measured by
the staff of the Board of Governors. This reversal
in the dollar’s direction coincided with changes
in the market’s assessment of the U.S. economic
outlook—in particular, emerging indications of a
softening of economic growth and somewhat
lessened price pressures led to market expecta-
tions of an easier U.S. monetary policy stance
and lower short-term interest rates. Economic
and political developments abroad also influ-
enced movements in dollar exchange rates over
the course of the three-month period.

Against individual currencies, the dollar’s net
movements varied considerably. The dollar

1. The charts for the report are available on request from
Publications Services, Board of Governors of the Federal
Reserve System, Washington, D.C. 20551.

closed the period approximately 3 percent higher
against the Japanese yen and 1V percent higher
against the British pound, while it was about %
percent lower against the German mark and Y4
percent lower against the Canadian dollar.
Intervention sales of dollars by the U.S. au-
thorities between May and the end of July totaled
$11,917 million, of which $7,237.5 million were
sold against Japanese yen and $4,679.5 million
against German marks—the largest U.S. inter-
vention for any three-month reporting period.
The bulk of these dollar sales occurred in May
and early June when the U.S. monetary author-
ities were intervening vigorously, in keeping with
the Group of Seven (G-7) policy commitments to
foster exchange rate stability. At the same time,
a statement from the White House expressed
concern about the dollar’s appreciation and indi-
cated that, if sustained or extended, it could
undermine international efforts to reduce global
trade imbalances. For the balance of the period,
intervention sales of dollars were modest as
upward pressures on the dollar subsided.

THE DOLLAR FIRMS IN MAY

During May, as in earlier months of 1989, the
dollar was buoyed by investment and commer-
cial demand. At the opening of the three-month
period, investors and commercial interests were
gaining confidence about increasing the share of
dollar assets in their overall portfolios and reduc-
ing the hedged proportion of their dollar assets.
The relatively stable performance of the dollar
during the previous year had led many to con-
clude that it was no longer necessary to maintain
costly hedges to protect their dollar exposures
against exchange rate loss. Actions to unwind
these hedge positions continued to exert power-
ful upward pressure on the dollar, while adjust-



671

ments in commercial leads and lags also contrib-
uted to the dollar's upward momentum.
Mcanwhile, investors continued to be attracted
to the relatively high interest rates available on
dollar-denominated instruments, even though in-
terest rate differentials favoring the dollar had
already narrowed considerably from levels of last
fall and winter. Also, market sources reported
the widespread view that the prospect for capital
gains on long-term fixed income dollar securities
seemed attractive given the growing perception
that the U.S. economic expansion was slowing
and that interest rates in the United States were
likely 1o continue to decline.

With sentiment toward the dollar decidedly
positive during carly May, the dollar advanced
smartly. To counter the upward pressure, the
L.S. monctary authorities sold a total of $550
million against marks and $400 million against
yen between May | and May 8, following through
on operations begun at the end of April.

The upward pressures intensified after the May
12 report of a smaller-than-expected rise in U.S.
producer prices during April buoyed both the
U.S. bond and exchange markets. By May 15 the
dollar broke through the significant technical and
psychological level of DMI1.9250 against the
mark. Attitudes toward the dollar became even
more bullish after the May (7 release of prelim-
inary U.S. trade data for March indicating sharp

1. Pederal Reserve reciprocal currency arrangements
Millions of dollars

Amount of
Institution facility,
July 31, 1989
Austrian National Bank ..........ccovviennnan 250
National Bank of Belgium...................... 1,000
Bankof Canada ...........cociiieiiiniiiinnnns 2,000
National Bank of Denmark.......... PR 250
Bank of England............ccocvviiviniiinnens. 3,000
Bank of France............coivivviiiiniennennes 2,000
Deutsche Bundesbank ............ccoccocnvvenn. 6,000
Bankof Italy .............ccviiviiininn, 3,000
Bank of JAPAN .....ovvvvirvriiiiiiiiieeiinaines 5,000
Bank of MeXico .........covcivieiiniiariiniinies 700
Netherlands Bank .................ccoiivenvnns 500
Bank of NOTWaY........ccoivrviriiiiiiinnsnen, 250
Bank of Sweden.............covvvviiiiiininnan, 300
Swiss National Bank ..............oocveninnnn 4,000
Bank for International Settlements
Dollars against Swiss francs............coveeen 600
Dollars against other authorized European
CUFTENCIES . .o vveennee s varaariananenanes 1,250
Total........ versnraisaan readeserarteareasines " 30,100

improvement in U.S. external performance. On
May 22, the dollar picrced the DM2.00 level
against the mark and ¥ 140 against the yen. By
May 24, the dollar reached DM2.0150 and
¥ 14285, up roughly 7V4 percent against the mark
and yen respectively from the end of April.

As the dollar moved to levels not seen since
the February 1987 Louvre Accord, market par-
ticipants increasingly came to question the will of
the G-7 monctary authorities to halt the dollar’s
risc. Under these circumstances, official warn-
ings about the negative conscquences of dollar
appreciation went unheeded. Instead, market
participants gave more credence 1o statements
by some U.S. and foreign officials that scemed 1o
reinforce the idea that the G-7 monetary author-
ities were prepared to tolerate the recent higher
levels for the dollar. Upward pressure continued
to mount as market participants bid for dollars
amid fears that the currency would go cven
higher.

In this environment. the U.S. authorities inten-
sified their intervention operations to resist the
dollar’s rise. They sold a total of $5.785 million
between May 12 and May 31, reflecting sales of
$3.000 million against marks and $2.785 million
against yen. Of these amounts, a total of $2
billion was sold on May [8 and May 19 alone.

By late May, upward pressure on the dollar
abated and a more cautious atmosphere returned
to the foreign exchange market. A confluence of
actors contributed to the dollar’s retracement at
the end of the month: The cumulative effect of
sizable and persistent central bank intervention
operations came to weigh upon the currency. and
these operations were viewed as a strong signal
that U.S. and forcign officials were seriously
committed to fostering exchange rate stability
and werce determined to resist the dollar’s rise.
Official interest rate increases in Japan, Britain,
Switzerland, and elsewhere in Europe late in the
month, though prompted by domestic consider-
ations, were also secn as contributing to a more
stable cxchange rate environment. Morcover.
indications of a moderation in the pace of U.S.
economic growth began to accumulate. rein-
forcing cxpectations that U.S. monetary policy
might soon be eased and, therefore. that favor-
able interest rate differentials would continue to
narrow.
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The financial markets took special note of the
June 2 release of U.S. nonfarm payroll figures for
May that showed slower employment growth
than the markets had previously anticipated.
These data were seen as increasing the likelihood
that the Federal Reserve would soon ease its
monetary stance. The dollar moved sharply
lower, declining about 2 percent against the yen
over the course of the day. The dollar closed on
June 2 at DM1.9420 and at ¥140.45, 32 percent
lower against the mark and 1% percent lower
against the yen respectively from the levels
reached on May 24, but 3% percent and 5%
percent higher respectively from the opening of
the reporting period.

RENEWED UPWARD PRESSURE
IN EARLY TO MID-JUNE

On June 5, however, the dollar moved abruptly
higher amid heightened market sensitivity to
political instability. In particular, market atten-
tion shifted to news commentary on the Chinese
government’s efforts to suppress a student dem-
onstration that reflected growing pressures for
democratic reform in China. The escalating ten-
sions in China led many market participants to
anticipate capital outflows from East Asia or
safe-haven considerations stemming from a reas-
sessment of the prospects for economic and
political stability in the region. A sharp decline in
the Hong Kong stock index added to the uncer-
tainty of the time. The dollar’s rise was particu-
larly pronounced against the yen as the Japanese
currency remained vulnerable to selling pres-
sures, in part because of the additional uncertain-
ties associated with Japan’s political situation.
The dollar was bid up strongly, notwithstanding

reductions in the prime lending rate at several
U.S. banks on June 5 and an easing of the federal
funds rate on the following day.

The bullish sentiment toward the dollar contin-
ued to build in advance of the June 15 release of
U.S. trade data, which were expected to show a
greatly reduced trade gap for April. The dollar
moved higher immediately after the preliminary
report of a narrowing of the trade deficit to $8.26
billion, from a revised deficit of $9.55 billion in
March. By midmorning in New York trading that
day, the dollar was pushed up to DM2.0470
against the mark and ¥151.90 against the yen, its
highest levels in more than two years. At these
levels, the dollar was 8% percent higher against
the mark and 14V percent higher against the yen
from the end of April and was trading roughly 31
percent and 26 percent higher respectively from
the record lows reached on January 4, 1988.

THE DOLLAR DECLINED IN LLATE JUNE

As impressive as the dotlar’s upsurge had been,
market participants noted that the dollar failed to
move above the key technical levels of DM2.05
against the mark and ¥152 against the yen on
June 15, and profit-taking began to move the
dollar lower. Selling momentum quickly built as
market participants scrambled to unwind long-
dollar positions. The dollar plunged in volatile
trading, and many participants started to ques-
tion whether this decline was the beginning of a
sea change in the dollar’s direction. The dollar
closed on June 15 at DM1.9820 against the mark
and at ¥145.30 against the yen, down 3V4 percent
and 44 percent respectively from the highs
reached only hours earlier.

2. Drawings and repayments by foreign central banks under special swap arrangements with the U.S. Treasury'

Millions of dollars; drawings or repayments (—)

. Outstanding, Ouitstanding,
Central bank drawing Amount of
on the U.S. Treasury facility A‘;‘;&go’ May June July Jullgs:;l,
Central Bank of Venezuela ....,.... 450.0? 0 L Lo
Central Bank of Bolivia............. 100.0° .. 100.0 100.0

1. Data are on a value-date basis.
2. The facility expired on May 15, 1989.

3. The facility was established on July 11, 1989,
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At the same time, the dollar was perceived as
vulnerable to central bank intervention opera-
tions. Consistent and heavy intervention sales of
dollars by the U.S. authorities, undertaken in coor-
dination with other central banks, continued after
the dollar moved down from its peak and helped
convince market participants that the G-7 monetary
authorities were firmly committed to resisting the
dollar’s rise and to maintaining exchange rate stabil-
ity. By mid-June, market participants had become
more aware of the scale of intervention. Interven-
tion sales of dollars by the U.S. authorities between
June 6 and June 30 totaled $4,952 million, including
$3,822.5 million sold against yen and $1,129.5 mil-
lion sold against marks.

By late June, market attention had shifted back to
the outlook for the U.S. economy and monetary
policy. Indications of a softening in economic activ-
ity continued to appear, highlighted by the June 23
report of a sharp drop in durable goods orders in
May. Further, emerging signs pointed to some less-
ening of price pressures and to an underlying trend
in inflation that was less severe than markets had
previously feared. Market participants noted the
easing in the federal funds rate that had already
taken place earlier in the month and expected fur-
ther declines. The dollar moved lower as market
participants anticipated that favorable interest rate
differentials would narrow further, thereby dimin-
ishing the relative attractiveness of dollar-denomi-
nated instruments.

An undertone of caution set in as the perceptions
of downside risk associated with holding dollar
assets increased. By late June, portfolio adjustments
to reduce hedging ratios appeared to taper off.
Capital flows from East Asia also appeared to di-

Warehousing Opcrations

3. Net profits or losses (—) on U.S. Treasury and
Fedcral Reserve current foreign exchange
operations, May [-July 31, 1989/

Millions of dollars

U.S. Treasury
Ttem Federal Exchange
Reserve Stabilization
Fund

Realized ...........covevvnnnnn 0 71.3
Valuation profits and losses

on-outstanding assets

and liabilities as of

July 31, 1989 .......onne 1,045.5 502.8

1. Data are on a value-date basis.

minish. Furthermore, corporations reportedly re-
frained from buying dollars as the currency contin-
ued to decline. Under these circumstances, the
dollar experienced only a brief bout of upward
pressure in the aftermath of a June 25 upper house
by-election in Japan.

The dollar subsequently resumed its decline as
market attention again centered on the prospects
for further narrowing of favorable interest rate
differentials. Accumulating signs of slowing U.S.
economic growth were seen by market partici-
pants as increasing the likelihood that the Fed-
eral Reserve would again ease its monetary
stance. At the same time, economic statistics
were suggesting buoyant growth and increasing
inflationary pressures abroad. In these circum-
stances, the monetary authorities in Germany
and several other continental countries an-
nounced increases of 15 to 1 full percentage point
in their official interest rates on June 29. On July
6, the dollar traded as low as ¥137.85 against the
yen, down 5% percent from the June 9 close.

During the three-month period, the Federal Re-
serve warehoused foreign ‘currencies for the Ex-
change Stabilization Fund (ESF) of the Treasury.
Such warehousing operations have been carried out
from time to-time since 1963. In carrying out such
an operation, the Federal Reserve buys the foreign
currency in a spot purchase from the Treasury and
simultaneously sells it back to the Treasury at the
same exchange rate for a future maturity date. A
key aspect of this type of transaction is that, since
both the Federal Reserve and the Treasury agree to

pay and to receive the same amount of foreign
currency, as specified by the use of the same
exchange rate; neither party incurs any foreign
exchange rate risk by virtue of this transaction. The
ESF may realize a profit or loss at the time the
warehousing transaction is undertaken and remains
exposed to valuation gains or losses on the foreign
currencies being warehoused (see table 3), A ware-
housing transaction is reversed when the Treasury
repays dollars and the Federal Reserve repays the
foreign currency it has acquired from the Treasury.
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During the second week in July, however,
sentiment toward the dollar turned temporarily
more positive. A series of economic reports
released on July 14 was viewed in the exchange
market as favoring the dollar. These reports
confirmed that economic activity was setting into
a sustainable rate, while price data suggested that
the Federal Reserve might not have as much
leeway to lower interest rates as previously sup-
posed. But then, in his congressional testimony
on July 20, Chairman Greenspan stated that the
balance of risks in the U.S. economy had shifted
away from greater inflation and that monetary
policy had been adjusted accordingly. The testi-
mony temporarily revived expectations that U.S.
interest rates would continue to move lower, and
dollar rates subsequently drifted irregularly
lower through the balance of the month,

During July, at times when there appeared to
be upward pressure building toward the dollar,
the U.S. authorities entered the market to con-
tain the pressure. These operations, however,
were modest and intermittent. In fact, the Trad-
ing Desk at the Federal Reserve Bank of New
York operated on only three days during July,
selling a total of $230 million dollars against yen
between July 11 and July 21. On July 31, the
dollar closed the three-month reporting period at
DM1.8648 against the mark and at ¥136.90
against the yen.

The total intervention sales of $11,917 million
during the three-month reporting period were
shared equally by the U.S. Treasury, through the
Exchange Stabilization Fund (ESF), and the

Federal Reserve System. To finance a portion of
these operations, the ESF ‘‘warehoused’” $4,000
million equivalent of foreign currencies with the
Federal Reserve.

In other operations, the ESF acquired $198.0
million equivalent of Japanese yen through sales
of Special Drawing Rights and repayments under
the Supplementary Financing Facility of the In-
ternational Monetary Fund. Also during the pe-
riod, Bolivia drew the full $100 million from a
short-term facility established on July 11 by the
U.S. Treasury through the ESF. The ESF short-
term facility with Venezuela, established on
March 10, expired in May. There was no activity
in the facility during the period.

As of the end of July, cumulative bookkeeping
or valuation gains on outstanding foreign cur-
rency balances were $1,045.5 million for the
Federal Reserve and $502.8 million for the ESF,
These valuation gains represent the increase in
the dollar value of outstanding currency assets
valued at end-of-period exchange rates, com-
pared with the rates prevailing at the time the
foreign currencies were acquired.

The Federal Reserve and the ESF regularly
invest their foreign currency balances in a variety
of instruments that yield market-related rates of
return and that have a high degree of quality and
liquidity. A portion of the balances is invested in
securities issued by foreign goverments. As of
the end of July, holdings of such securities by the
Federal Reserve amounted to $5,113.6 million
equivalent, and holdings by the Treasury
amounted to the equivalent of $5,856.9 million.
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Industrial Production

Released for publication August 16

Industrial production rose 0.2 percent in July
following a revised 0.1 percent decline in June.
The July gain mainly refiected a rebound in the
output of total materials as well as continued
strength in business equipment excluding motor
vehicles. In contrast, automobile and truck pro-

duction fell sharply, and output of construction
supplies, on balance, remained weak. At 141.7
percent of the 1977 average, the total index in
July was 2.7 percent higher than it was a year
earlier. Manufacturing output rose 0.2 percent in
July. Capacity utilization in manufacturing, at
83.9 percent, was about unchanged from June.
Detailed data for capacity utilization are shown
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1977 = 100 Percentage change from preceding month
Percentage
change,
Group 1989 1989 July 1988
to July
1989
June July Mar. Apr. May June July
Major market groups
Total industrial production ........... 141.4 141.7 q N -.1 -1 2 2.7
Products, total...........cooveevinnen 151.9 151.9 3 Ni .1 .1 .0 3.7
Final products...................... 150.7 150.6 2 9 2 1 ~.1 3.8
Consumer goods ............oo..s 139.4 138.9 -3 .8 -2 B -4 35
Durable............c.c..coennt 130.5 127.2 -1.1 1.6 -7 -.5 -2.5 1.5
Nondurable.................... 142.7 143.3 .0 K .0 3 4 4.2
Business equipment.............. 168.9 169.3 8 9 7 0 2 6.2
Defense and space............... 181.1 181.7 -.3 N 5 2 3 ~-1.7
Intermediate products.............. 156.1 156.4 .6 3 -2 -~.1 .2 3.2
Construction supplies............ 139.8 139.3 .1 .6 -.6 4 -4 N
Materials .........oovvvveiiiiiiinn, 127.2 127.8 —-.1 8 -4 -4 .5 1.1
Major industry groups
Manufacturing................ooeeni, 148.1 148.3 .1 7 .0 .0 2 33
Durable ......c.coooiiiiiiiiniiinnn, 146.8 146.7 —.1 7 .0 ~.1 .0 2.7
Nondurable ..................0c00e 149.9 150.6 4 7 .0 2 .5 4.1
Mining..........ooviiiiicii 100.4 100.7 .6 9 -.8 -1.1 3 -3.5
Utilities . ... 1149 115.8 9 -4 -.7 -1.2 .8 {.2
NoTE. Indexes are seasonally adjusted.
separately in ‘‘Capacity Utilization,”” Federal = back from a high level in June. Nondurable

Reserve monthly statistical release G.3.

In market groups, durable consumer goods fell
2.5 percent in July, owing mainly to a significant
curtailment in output of both autos and light
trucks for consumer use; auto assemblies fell
from an annual rate of 6.8 million units in June to
a rate of 6.0 million units in July. In addition, the
output of home goods, which had grown rapidly
during the first half of this year, fell noticeably in
July as the production of appliances dropped

Total industrial production—Revisions

Estimates as shown last month and current estimates

Percentage change
Index (1977=100) from previous
Month months
Previous Current Previous Current
Apr. ........... 141.6 141.7 .6 Ni
May............ 141.4 141.6 -.1 —.1
June ........... 141.1 141.4 -2 —.1
July......ooo 141.7 .. 2

consumer goods rose again as all major sectors
posted gains.

The further large increase in business equip-
ment excluding motor vehicles again was led by
gains in manufacturing and commercial equip-
ment as well as aircraft production. Materials
output rose in July, with increases widespread;
this rebound followed two months during which
most categories of durable and nondurable mate-
rials had weakened. The main exception to this
pattern was textile materials, which has been
strong since March. Energy materials, following
two months of strike-related declines, edged up
in July.

In industry groups, manufacturing production
rose slightly in July as most nondurable indus-
tries advanced. Durables were unchanged in July
as production of motor vehicles and parts fell,
but primary metals and aerospace industries
rose. Outside manufacturing, production at both
mines and utilities increased following declines
during most of the second quarter.
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Statements to Congress

Statement by Wayne D. Angell and Edward W.
Kelley, Jr., Members, Board of Governors of the
Federal Reserve System, before the Subcommit-
tee on Domestic Monetary Policy of the Commit-
tee on Banking, Finance and Urban Affairs, U.S.
House of Representatives, August 3, 1989.

It is a pleasure for Governor Kelley and me to
visit with this subcommittee today. This is the
third time that 1 have had the opportunity to
discuss and review the Federal Reserve System’s
expenses and budget with you. Today as we look
at the Federal Reserve System’s budget for 1989,
Governor Kelley will discuss the Board’s budget
and major initiatives, and my comments will
focus on the Reserve Bank budgets, as well as
major System initiatives.

The Board has recently made available to the
public and to this subcommittee copies of our
publication entitled Annual Report: Budget Re-
view, [988-89 presenting detailed information
about spending plans for 1989. Some of the
attached tables have been updated for 1988 ac-
tual experience and, therefo.c, small variations
exist from data in that document.'

For 1989, the Federal Rescrve System has
budgeted operating expenses of $1.4 billion, an
increase of 5.5 percent over 1988 actual ex-
penses, Before getting to the substance of our
1989 budget, I would remind the subcommittee of
two aspects of Federal Reserve System opera-
tions that affect our budget in unusual ways,
First, 41 percent of System expenses arise from
services provided to depository institutions for
which, by law, we charge fees adequate to cover
all costs. Since additional costs of these services
are covered by additional revenues, any in-
creases in costs do not result in reduced earnings
returned to the U.S. Treasury. In fact, since fees

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,

cover actual costs plus imputed taxes and return
on capital (what we call the private sector adjust-
ment factor) and the cost of float, increased costs
in priced services actually increase our earnings
contribution to the Treasury. Second, many fis-
cal agency operations are provided to the Trea-
sury Department and other agencies on a reim-
bursable basis. Altogether, 58 percent of our
total expenses are either recovered through pric-
ing or are reimbursable.

HISTORICAL OVERVIEW

It may be helpful to put the budget for 1989 in
perspective by sketching the most recent ten-
year history of System expenses. Between 1978
and 1988, Federal Reserve System expenses in-
creased at an average annual rate of 6.8 percent;
System employment decreased at a rate of 0.1
percent; and volume increased 41 percent. Al-
though unit costs did increase in the early 1980s
as Federal Reserve Bank volumes adjusted to
pricing after implementation of the Monetary
Control Act, since 1983, when the transition to
pricing was completed, unit cost for the compos-
ite of all functions has declined 0.8 percent per
year on average even while improvements have
been made in the quality of services.

For priced services, a decline in unit costs has
been particularly sharp in the electronic payment
areas in which equipment is more readily substi-
tuted for human resources, in which volume
growth has been the highest, and in which the
general decline in the cost of computing equip-
ment relative to capacity has had the greatest
effect. In commercial check processing, on the
other hand, for which there has been a significant
effort to increase availability and other improve-
ments in the quality of services, there has been
an increase in unit cost of 1.7 percent per year
since 1983. In the most recent year-over-year
comparison (1988 over 1987) check unit costs
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rose 4.5 percent due to implementing provisions
of the Expedited Funds Availability legislation
(EFA).

For nonpriced cash operations—involving the
distribution of currency and coin—the decline in
unit cost has also been sharp; since 1983 the
average decline has been 4.1 percent per year. In
fiscal agency operations, also nonpriced, there
has been an increase in unit cost of 1.2 percent
per year since 1983, but a decline in unit cost of
3.1 percent since 1986.

From 1987 to 1988 we have seen an increase in
overall unit costs of 1.8 percent in the composite,
mainly reflecting the implementation of the Ex-
pedited Funds Availability Legislation.

The impact of a long-term productivity gain is
perhaps best seen in our trend in Reserve Bank
employment. In spite of significant growth in
volumes of operations, major transition adjust-
ments following new legislation, and rapid
changes in the banking industry, actual employ-
ment has decreased from 1978 to 1988 by 142
employees.

In presenting our spending plans for 1989, 1
would like to mention that both the Reserve
Bank budgets and the Board’s budget must be
approved by the Board of Governors. Reserve
Bank budgets are first approved by the Bank’s
Board of Directors and then reviewed by the
Committee on Federal Reserve Bank Activities
before submission to the Board of Governors.
Governor Kelley oversees the Board’s budget,
and I will turn to him for that discussion.

BUDGET OF THE BOARD OF GOVERNORS

I am happy to address you today on the 1989
budget of the Board of Governors of the Federal
Reserve System. Since the budget process of the
Board has been discussed in testimony provided
in earlier years, and since it is thoroughly cov-
ered in the Annual Report: Budget Review for
1988-89, I do not plan to discuss it today.
Instead I will limit myself to the major themes of
the 1989 budget, some trend information you
may find useful, and a discussion of some of the
more significant issues facing the Board.

In November 1988 the Board approved a 1989
budget of $96.0 million. This amount was 6.0

percent greater than our 1988 expenses. While
this increase was somewhat higher than the level
experienced in 1986, 1987, or 1988, it was neces-
sary in light of new initiatives facing the Board
and of some areas for which we had to commit
additional resources. Also, the very low in-
creases in 1986 and 1987 reflected the initial
savings associated with our successful program
to reduce staff 10 percent while assuming a
growing workload. While the effect on our year-
to-year increment has now disappeared, the sav-
ings from this staff reduction continue each year
since the Board has not increased the number of
positions since that reduction.

TEN-YEAR TREND

Over the last ten years the Board's expenses
have increased at an average annual rate of 6.0
percent. In real terms, this rate of increase is 1.4
percent per year. The number of employees
included in the 1989 budget is virtually identical
to the number at the end of 1978 in spite of
dramatic increases in the Board’s workload. Key
pieces of legislation that have affected the
Board’s workload over the period include the
Financial Institutions Regulatory and Interest
Rate Control Act, the International Banking Act,
the Monetary Control Act, and most recently the
Expedited Funds Availability Section of the
Competitive Equality Banking Act. Recently, of
course, we have devoted a meaningful amount of
our resources to issues related to the savings and
loan problem.

Each of these acts has had substantial cost
implications for the Board. Typically, however,
after an initial period of adjustment, we have
found ways to reduce the volume of resources
necessary to meet our ongoing responsibilities
along with newly assigned functions. For in-
stance, implementation of the Monetary Control
Act in 1980 required extensive data processing
resources to accommodate the collection of re-
serve data for the almost 35,000 financial institu-
tions the act added to the 5,400 previously cov-
ered by the Federal Reserve. To accommodate
the cost growth related to the increase, steps
were taken in 1985 to streamline the transmis-
sion, editing, storage, and analysis of these data,
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those steps have been extremely successful in
reducing costs. In an organization that must
gather, store, and manipulate large quantities of
data, an aggressive office automation program
has substantially improved the productivity of
staff members and has been, in part, responsible
for our ability to limit the size of our staff.

MAJOR ISSUES
Financial Services Industry Developments

Basic changes in the financial and banking indus-
tries have forced us in recent years to plan for
and deal with new and complex issues. Earlier in
the 1980s, deregulation forced us to increase the
quantity and quality of our supervision efforts,
Recently, efforts to assist in resolving the savings
and loan problem, combined with the large num-
ber of problem institutions in the banking indus-
try, have greatly increased our workload.

International Issues

Increasingly, we find ourselves analyzing a
global economy in which we must foresee prob-
lems to react correctly and quickly when they do
occur. The debt situation in less developed coun-
tries, our own foreign trade deficit and exchange
rate issues, and international supervision con-
tinue to require significant resources.

Monetary Policy

Both of the above sets of issues created new
complexities in the management of monetary
policy. To confront these issues, we have re-
searched new analytical concepts and have en-
hanced our data collection through new surveys
that supplement our traditional methods of deal-
ing with this critical mission.

Other New Initiatives

As we informed you last year, we continue to be
able to hold the line on expenses and employ-
ment because of the dedication of our staff and
our aggressive program to improve productivity
through automation. Factors leading to the in-

crease in expenses included funding for the fol-
lowing: a 4.1 percent general pay increase (equal
to the federal general pay increase) and for the
initial costs of our new compensation program; a
major survey of consumer finances to update and
expand the volume of information available for
monetary and economic policymaking; and con-
tinuation of our other efforts to enhance the
supervision function. We also initiated a program
to consolidate key banking structure and finan-
cial data into a database to be used throughout
the Federal Reserve System. This program is of
particular importance since the number of finan-
cial institutions that do business in more than one
Reserve Bank District is growing. Finally, there
was a 20 percent increase in the cost of the Office
of the Inspector General that the Board estab-
lished in 1987. This increase reflected simply the
full-year cost of a complete staff rather than the
part-year costs during 1988 while the office was
starting up.

NEW COMPENSATION PROGRAM

The complexity of the issues I have discussed
has required us to take steps to ensure that we
are able to recruit and retain a very capable staff.
As we have testified in each of the past two
years, the major threat to our ability to maintain
such a staff has been the growing disparity be-
tween our salaries and those of the marketplace,
particularly for some of our key job families. Our
1989 budget provides funding to implement a new
compensation program that is more market and
performance appreciative than our former sys-
tem and will offer compensation that is compet-
itive with the private sector or government agen-
cies that perform work similar to our own.

In 1987 and again in 1988, as interim measures
to combat this problem, we adjusted the salary
structure for some job families. These changes
were to maintain some measure of comparability
with the marketplace. As entry level salaries for
such professional positions as economists and
attorneys escalated, and as salary compression
and turnover of experienced people became a
greater problem, it became clear that such mea-
sures were not adequate. In response we devel-
oped a more comprehensive program to ensure
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that the Board’s overall salary structure was
equitable and competitive. Surveys were con-
ducted of salary rates for jobs similar to those at
the Board, and salary administration procedures
were developed. The surveys found that there
were a significant number of employees who
were not being properly compensated in compar-
ison to market rates.

To rectify this situation the Board has ap-
proved a new compensation program for employ-
ees, the first phase of which we initiated on July
2. The plan is to phase in the new program over
an eighteen-month period, reaching the final ad-
justment in January 1991,

The new compensation program for all of our
employees will increase our 1989 salary costs
$1.6 million, or 1.7 percent of the budget. Had the
whole program been implemented in 1989, rather
than being phased in, the full-year cost would
have been $4.6 million or 4.8 percent. The in-
creases in certain job families are greater than
others, however, since the increases are targeted
at those career paths that were found to be
underpaid in the surveys conducted by the con-
sultants to the Board. Future increases for em-
ployees will be tied to the market.

PRODUCTIVITY

Throughout this statement, I have referred to our
having handled increases in the workload with-
out corresponding increases in staffing levels. 1
might cite some examples for the period 1980
through 1988:

» Because of the Monetary Control Act, the
number of financial institutions from which the
Board was required to collect reserve data rose
from 5,400 to more than 40,000 in 1981.

« The number of bank holding companies
(BHCs) monitored has risen from approximately
3,100 to approximately 6,400.

» The number of bank and BHC examination
reports analyzed rose from approximately 600 to
approximately 1,400 in the same period.

« The number of bank holding companies un-
der extra supervisory review rose from 300 to
approximately 1,500.

These examples are typical of the kinds of
increases the Board has encountered. I would

add that the volumes cited explain only part of
the effect of workload growth—the complexity of
the issues involved has greatly increased also.

In summary then, the 1989 budget provides the
resources necessary for the Board to properly
perform its critical functions. At the same time
the budget continues to demonstrate the restraint
that the Board has always shown in the use of
resources.

At this point I would return the presentation to
Governor Angell for a discussion of the Reserve
Bank budgets.

RESERVE BANK BUDGETS

The total budgeted expense of the Reserve
Banks—both priced and nonpriced—was held to
the 1989 budget objective of 5.5 percent over
estimated 1988 expenditures. Again these in-
creases include the cost of EFA, which is ex-
pected to account for 0.4 percent of the overall
increase. Besides EFA, eight major initiatives
account for much of the budgeted increase in
Reserve Bank expenses. To fund these major
initiatives of $26.4 million, the remainder of the
budget increase was limited to 3.5 percent so as
to meet the budget objective.

The larger initiatives for 1989 include the fol-
lowing:

1. Automation ($9.8 million). Reserve Bank
operations in today’s environment require a
more fail-safe computer environment, more use
of office automation, and extended communica-
tion networks. Included are projects to make the
nation’s payments system more available and
reliable, and to provide for disaster recovery.

2. Facility improvements ($5.7 million). Many
of the System’s facilities are 40 to 50 years old
and are no longer efficient. In 1989, building
projects in four Districts account for most of this
increase. One project is for asbestos manage-
ment; the others will provide needed office and
vault space. Later in my remarks, I shall stress
the need for the Congress to remove the limita-
tion on Federal Reserve Branch building funds to
enable us to continue to meet public needs for
Federal Reserve services.

3. Increased supervisory and regulatory activ-
ities ($3.1 million). The Reserve Banks require
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greater resources to conduct more holding com-
pany examinations, to implement Regulation CC
(EFA), and to handle the greater complexity of
examinations generally.

4. Programs for the U.S. Treasury ($2.2 mil-
lion). These programs will lead to long-run effi-
ciencies in the issuance of savings bonds and
other public debt instruments but result in addi-
tional expenses at some Reserve Banks. The
programs involve more centralization of opera-
tions and increased automation.

It may be helpful to turn to the 1989 budgeted
expenses on a program basis for four service lines.

Expenses for Services to Financial Institutions
and the Public total $884.8 million and account
for almost two-thirds of the Reserve Banks’ 1989
budgets. Expenses are budgeted to increase 4.3
percent over actual 1988. Employment is bud-
geted at 9,049 employees, an increase of 16
employees or 0.2 percent over 1988. Revenue
from these services is expected to offset $704
million of the $885 million.

Commercial check processing is by far the
largest service ($440.1 million), comprising al-
most half the budgeted expenses of this service
line and employing 5,478. Expenses for this
service are increasing $11.4 million, or 2.6 per-
cent over 1988, and the number of staff members
will decrease by nine. The Banks expect to
process 15.4 billion commercial checks in 1989,
an increase of 2.8 percent, while unit cost is
expected to increase 2.2 percent. Added ex-
penses of $5.4 million and additional staff of 134
can be attributed to the full-year effect of the
Expedited Funds Availability Act, which went
into effect in September 1988. Some consolida-
tion of operations and the discontinuance of a
number of temporary employees will offset the
budget increases needed to implement the Expe-
dited Funds Availability Act.

Expenses for the currency and coin service are
expected to rise $5.4 million, or 3.8 percent. The
number of employees in this service has been
decreased by 10, to 1,717. Volume is expected to
increase 4.2 percent and unit cost to decline 1.3
percent. Approximately 17.9 billion pieces are
expected to pass through high speed currency
sorters.

Expenses for the automated clearinghouse ser-
vice are expected to increase 6.0 million in 1989

or 8.9 percent, and employment is expected to
increase by 16. The staff is expected to expand
primarily to accommodate a service the System
intends to offer in 1989 called Government Noti-
fication of Change. Requested by the Treasury,
this service converts paper documents to elec-
tronic form at the Reserve Banks. Volume for the
ACH service is expected to increase 14.7 percent
and unit cost to decrease 7.2 percent.

Expenses for the funds transfer service are ex-
pected to increase $3.8 million, or 6.2 percent,
reflecting a staff increase of two and an increase in
volume of 4.0 percent. The growth of volume in this
service has slowed because of mergers of bank
holding companies and bank consolidations.

Expenses for the book-entry securities service
will increase $3.8 million, or 14.9 percent, while
employment and volume remain flat. Unit cost is
increasing 9.9 percent and can be attributed to
two factors, increased support costs to test and
maintain the Book-Entry Securities System
(BESS) and improvements in contingency capa-
bilities.

Expenses for Supervision and Regulation,
which total $201.5 million, are expected to in-
crease $16.4 million, or 8.9 percent, over 1988.
This area now accounts for 15.1 percent of total
expenses, compared with 12.8 percent in 1983. A
staff level of 2,250 is budgeted, an increase of 41,
or 1.9 percent, over 1988. Expenses have in-
creased at an annual rate of 8.9 percent since
1983 and staff levels have grown by 395, or 21
percent.

The 1989 increase in costs and employment is
the result of continued growth in the number of
bank holding companies; increases in the number
of de novo banks that, under Board guidelines,
require more frequent examinations; the Sys-
tem’s enhanced program for examinations of
international operations of U.S. banks and U.S.
offices of foreign banks; and monitoring for com-
pliance with Regulation CC. The increase for
staff, spread over most Districts, is moderate
compared with that in recent years. Other factors
contributing to the cost increment are a greater
emphasis on monitoring reserve accounts with
respect to daylight and overnight overdrafts, the
full-year effects of the development of the Na-
tional Information Center, and the continued
expansion in the use of microcomputers.
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Expenses for Services to the U.S. Treasury
and Other Government Agencies are budgeted
at $148.4 million, an increase of $6.8 million, or
4.8 percent, from 1988. These services account
for approximately 11 percent of operating costs.
Staffing is budgeted to decrease by 14, or 0.8
percent, to 1,805. Approximately $99 million of
the $149 million are reimbursable expenses.

The reduction in employment reflects major
efforts over several years by the Reserve Banks
and the Treasury to promote efficiency, generally
through consolidation and automation of opera-
tions. Most Districts have budgeted reductions
for 1989.

Major operational changes are taking place in
the savings bonds area. The Ohio Project fea-
tures centralized issuance of over-the-counter
savings bonds. The Masterfile Payroll program
involves accounting for and printing bonds
purchased through payroll deduction plans.
These projects, when fully implemented, are
expected to save the Treasury about $25 million
annually.

Expenses for Monetary and Economic Policy
at the Federal Reserve Banks total $95.8 million
and account for approximately 7 percent of their
1989 budgets. Expenses are expected to increase
$8.5 million, or 9.8 percent, over 1988. Employ-
ment will increase 20 or 2.6 percent to 786.

Net additions to the staff, salary actions, and
automation initiatives are the main sources of
higher spending. The 1989 staffing level is slightly
lower than that budgeted for 1988.

A brief review of Reserve Bank expenses on
an object of expense basis also might be useful to
the subcommittee.

Personnel expenses consist of salaries for
officers and employees, other expenses to com-
pensate personnel, and retirement and other
benefits. The major resource of the Reserve
Banks is their people, and total personnel costs
account for 63 percent of total Federal Reserve
expenses. Personnel costs are expected to in-
crease $40.1 million, or 5.0 percent, in 1989,

Salaries—the major component of this cate-
gory—are budgeted to increase 5.1 percent.
Each Federal Reserve Bank conducts an annual
survey as a starting point for determining its
salary structure for staff members other than
officers. Nationwide surveys are used to adjust

the structure of officers’ salaries. All structure
adjustments are approved by the Board of
Governors.

Merit increases are the primary source of
higher expenses for salaries. Also contributing
are promotions, reclassifications, and higher
levels of staffing. These increases are partially
offset by position vacancies, by the replace-
ment of a departing employee with one at lower
pay, and by reduced expenses for overtime.

Expenses for retirement and other benefits,
which account for 11 percent of the Banks’
budget, are anticipated to increase 10.9 percent
in 1989. This increase is a result of the continued
escalation in hospital and medical costs, a rise in
the maximum salary subject to Social Security
tax, and increased participation in the System’s
thrift plan.

Nonpersonnel expenses account for 37 percent
of the Banks’ expenses and are projected to
increase 6.0 percent in 1989, Within this category
are the following;:

Equipment expenses are 7.7 percent higher for
1989 and will account for 12 percent of total
operating costs. The increase results from the
purchase of data processing and data communi-
cations equipment to handle increased workloads
and improve contingency functions, and the full-
year impact of equipment purchased to meet the
demands of the Expedited Funds Availability
Act.

Building expenses, which account for 9 per-
cent of total expenses, are expected to increase
8.5 percent in 1989. Building expansion and
renovation projects contribute to increased ex-
penses for property depreciation, real estate
taxes, utilities, and other building operations.
Depreciation expenses will also increase in 1989
as numerous smaller renovation and repair
projects are completed.

Shipping costs account for 6 percent of the
1989 budget and will increase 2.2 percent next
year. This increase is primarily the result of
expanded check routes necessary for EFA.

Table 7 depicts the plans of the Reserve Banks
for capital spending in 1989. By their nature,
capital outlays vary greatly from year to year.
Outlays for buildings and for data processing and
communications equipment continue to domi-
nate Reserve Bank capital budgets.
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SPECIAL BUDGET EMPHASIS

Before concluding my testimony 1 would like to
mention briefly several initiatives that will have a
major impact on Reserve Bank expenditures and
operations into the next decade.

As you may remember, the Expedited Funds
Availability Act gave the Federal Reserve Board
regulatory authority to improve the check collection
and return check systems. As a result of the EFA,
the Reserve Banks implemented several new ser-
vices to expedite the handling of returned checks.
The Reserve Banks began to offer the new services
on September 1, 1988, to speed the return of unpaid
checks. Federal Reserve volumes of returned
checks have increased approximately 25 percent
since the implementation of the service.

In 1989 the Reserve Banks have budgeted
$19.3 million and 348 employees for EFA; these
numbers represent the full-year effect of an in-
crease of $5.4 million and 134 employees over
1988 levels of expenditure and employment.
These expenses will be recovered through fees
charged to users.

For 1989 the Board of Governors has approved
research and development on three projects in-
tended to provide long-range benefits to the
payments system. Because spending on such
projects is relatively high and short-term, the
Federal Reserve accounts for it separately from
its operating expenses but includes it in its total
budget. The budget for special projects in 1989 is
$11.1 million, or $6.2 million more than was
budgeted for special projects in 1988.

In mid-1985 the Federal Reserve began re-
search on digital image capture as it might be
applied to check processing. The archiving of
information on checks written by the U.S.
Treasury and the processing of return items are
the potential applications with the most strin-
gent requirements. The information captured
from such checks must be especially detailed
and of high quality and therefore requires a
large capacity for data storage. These two
check processes were thus selected as the most
likely to determine the feasibility of the tech-
nology. If the technology is successful, it could
replace the Federal Reserve’s current practice
of microfilming government checks and could
speed the handling of return items.

In 1989 the check imaging project, building
upon the first three years of results, wili test an
imaging system at two Reserve Banks with high-
speed check processors. Total 1989 expenses for
the project are estimated to be $1.7 million and
will be recovered through the pricing of services.

The digital image processing technology dis-
cussed above for checks is also under develop-
ment as a means of detecting counterfeit U.S.
currency. This Optical Counterfeit Detection
System (OCDS) program is one of scveral pro-
grams designed to detect counterfeits that come
into the Federal Reserve. These research and
development efforts are budgeted for $1.7 million
in 1989,

A study by the Federal Reserve has indicated
that, to meet the needs of users, the System must
extend the number of hours it provides electronic
payment services and that to better control risk
in the payments system, it must improve the
reliability of these services. The study also indi-
cated that users of electronic payments are look-
ing for more flexibility in the range of services
offered as well as cost effectiveness. In 1989 the
Federal Reserve will complete its testing of
equipment to satisfy these requirements.

The Federal Reserve is installing the equip-
ment at three Reserve Banks and developing
software for the automated clearinghouse ser-
vice. The program, budgeted at $6.1 million for
1989, will also demonstrate the use of fault-
tolerant equipment for the transfer of funds and
securities and will be recovered through fees. Of
course as part of our long-range strategy for
improving the payments mechanism, the Federal
Reserve System continues to place emphasis on
the quality and reliability of its electronic pay-
ment services. This strategy involves not only
improving the reliability of Fedwire operations,
but also involves providing contingency pro-
cessing facilities to address both noncatastrophic
and catastrophic outages.

The Federal Reserve System takes great pride
in its efforts to improve efficiency. I mentioned
earlier that I would return to the subject of
facility planning. We recognize that facilities
have an effect on how well we operate, and we
are concerned that we may be unable to con-
struct, expand, or modernize Branch Federal
Reserve Bank Buildings unless there is a change



684 Federal Reserve Bulletin [0 October 1989

in the ‘‘building proper’’ fund. As you know from
the information provided to the subcommittee
last year, the Federal Reserve at this time is close
to depleting its authorized fund for Federal Re-
serve Branch buildings. Without relief, we are
not able to do the planning and preparatory work
to provide needed improvements for operations
at the following branches:

Branch Estimated cost
(millions of dollars)
Birmingham......... ... i i e 35
Nashville .. ... 30
HoUStON . ..o e e ey 15
San ANtOnio . ... e 10
Bl PaSO. .1ttt et e 10
Salt Lake Clty ...t e e i 10

As you may realize, branch operations consist
mainly of priced service operations and a signif-
icant portion of the capital cost of the facilities

would be recovered through revenues from the
sale of Federal Reserve services. With a normal
planning and building horizon of about five years,
we are in jeopardy of being unable to provide
services to the financial community and the public.

We recommend to the subcommittee that the
limitation on branch construction expenditures
be eliminated.

CONCLUSION

Both Governor Kelley and I thank you for this
opportunity to address the subcommittee on the
Federal Reserve System budget. The existing
budget processes are working well in controlling
costs, while at the same time encouraging quality
improvements. We welcome your comments and
would be pleased to address any questions you
may have on our budget. O

Statement by Brent L. Bowen, Inspector Gen-
eral, Board of Governors of the Federal Reserve
System, before the Subcommittee on Domestic
Monetary Policy of the Committee on Banking,
Finance and Urban Affairs, U.S. House of Rep-
resentatives, August 3, 1989.

I am pleased to appear today to discuss the
establishment and operation of the Office of
Inspector General at the Board of Governors of
the Federal Reserve System.

HISTORY, RESPONSIBILITIES, AND
AUTHORITY

The Board established the Office of Inspector
General on July 6, 1987, in line with the provi-
sions of the Inspector General Act of 1978, with
a staff authorization of nine. The Board ap-
pointed me as the Inspector General on July 20,
1987. By November, I had hired an investigator,
five auditors, and a staff assistant. Soon thereaf-
ter, we conducted a vulnerability assessment that
formed the basis for our 1988 and 1989 annual

plans. I appointed an Assistant Inspector Gen-
eral in February 1989,

Very little had to be changed when the Inspec-
tor General Act Amendments of 1988 were
passed on October 18, 1988. By November 16,
we had provided the Board with an updated
charter to reflect the semiannual and other re-
porting relationships with the Congress and to
solidify the reporting relationship to the Chair-
man. Indeed, all of the provisions of the amend-
ments were instituted immediately except for the
subpoena power, which could only be authorized
by the Congress. That provision took effect in
April with the new law.

For the record, our office is charged by law to
accomplish the following: (1) conduct and su-
pervise audits and investigations of Board pro-
grams and operations; (2) recommend and pro-
vide leadership and coordination for activities
that promote economy, efficiency, and effec-
tiveness in Board programs and operations; (3)
help prevent and detect fraud, waste, and
abuse; and (4) keep the Chairman and the
Congress fully and currently informed, through
semiannual reports and other means, about any
fraud and other serious problems or deficiencies
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in Board programs and operations and the sta-
tus of corrective actions.

In addition, the office has added an opera-
tions review or general management audit func-
tion, oversees the financial audit of the Board’s
books by a public accounting firm, reviews
regulations and legislation for economy and
efficiency, and is responsible for following up
on recommendations made by other auditing
entities.

The new legislation limits the Inspectors
General (IGs) of the Board and of the Treasury
in a way that other I1Gs are not affected. That is,
in the case of the Board, the Chairman can
prohibit me as IG from carrying out or complet-
ing any audit or investigation or from issuing
any subpoena to prevent the disclosure of in-
formation relating to policy matters that could
reasonably be expected to have a significant
influence on the economy or market behavior.
If this were to occur, I am required to inform
this and other relevant committees of the Con-
gress.

ORGANIZATION AND STAFFING

The office is organized according to three major
functions: audits, operations reviews, and in-
vestigations. Auditors perform comprehensive
evaluations of the Board’s programs and oper-
ations, supervise the audit of the annual finan-
cial statements performed by the Board’s exter-
nal auditor, and advise Board managers and
other staff members on management systems
and internal controls. Staff members from
throughout the Federal Reserve System assist
us in performing management audits, or opera-
tions reviews as we call them, of the Board’s
offices and divisions. These operations reviews
focus on ensuring the efficient and effective
administration of programs, delivery of ser-
vices, and compliance with applicable laws,
regulations, policies, and procedures. The Spe-
cial Assistant for Investigations has established
a full investigative program to address allega-
tions of possible and actual fraud, mismanage-
ment, and abuse; violations of laws and regula-
tions; and ‘‘Hotline’’ complaints.

The IG staff members are well versed in audit-
ing and investigative standards and techniques
and have a good balance of skills and experience.
To illustrate, we have two certified information
systems auditors, two certified public accoun-
tants, a candidate for certification as an internal
auditor, and an experienced investigator who is
also certified as a fraud examiner. The Assistant
IG holds certifications as both an internal auditor
and an information systems auditor, and 1 am a
certified fraud examiner. I have an attorney-
client relationship with a senior attorney in the
Board’s Legal Division and have used several
auditors and technical and professional people
from the Federal Reserve Banks for short peri-
ods of time to assist in our operations reviews
and audits.

INDEPENDENCE

The members of the Board recognize the critical
importance of an independent 1G function and
have been highly supportive of our work. The
Office of Inspector General has full independence
of operation and activity and quick access to
members of the Board individually and to the
Board as a whole. Those being audited and I
have not always agreed on our recommenda-
tions; but each has respected our policy of open
and honest communications and our “‘call it as
we see it”’ approach, and top management has
addressed our recommendations. The first audit
my office performed was of Board member ex-
penses. That audit sent a message to the staff that
the IG is independent and that the office will
address all operations and activities of the orga-
nization with the full support of the members of
the Board. Access to information throughout the
organization is immediate and complete.

While I have independent contract and person-
nel authority, I have chosen, for the most part, to
follow the Board’s processes as an administra-
tive convenience, departing only to appoint the
Assistant Inspector General as an officer of the
Board, a function of the full Board for all other
officer appointments. Only the Chairman and
then the Board as a whole review the office’s
budget proposals. After approval, budget of the
Office of Inspector General becomes a line item
in the Board’s consolidated budget.
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COMMENT ON FINANCIAL CONTROLS

I contract with a public accounting firm to certify
the fairness of the Board’s financial statements
each year. To make this certification, these au-
ditors must evaluate internal controls to identify
any areas of material weaknesses and have found
none. In accordance with Government Auditing
Standards, the auditors prepared a report on
compliance with applicable laws and regulations
and a report on internal accounting controls for
both 1987 and 1988. While some nonmaterial
items were identified in each of these years, they
were corrected immediately. The managing part-
ner and I present our findings to the full Board.
The General Accounting Office’s (GAO) June
1988 report for the House Banking Committee,
which addressed Federal Reserve administrative
expenses, confirmed the appropriateness of these
expenses for 1985 and 1986. Our office will begin
our annual audit of sensitive payments in con-
formance with GAO guidelines as part of the
financial audit of the Board’s books this fall.

In addition, our office reviews the work of the
public accounting firm’s evaluation of the proce-
dures used to examine the Federal Reserve
Banks, and we have just completed an operations
review of the Division of Federal Reserve Bank
Operations that includes an evaluation of its
approach in evaluating the Federal Reserve
Banks.

AUDITS

Let me now give you a brief overview of our
work as it relates to the three main functional
areas. First, with respect to audits, our office has
initiated eleven audits (including one survey) and
has issued reports on six of these to date. Six
more will be initiated by the end of the year in
accordance with our annual plan. I have already
mentioned our contract with a public accounting
firm to issue an opinion on the fairness of the
Board’s financial statements. We have the same

firm certify the financial statements of the Fed-~

eral Financial Institutions Examinations Council
as well, since the Board provides administrative
support to that organization. Both our internal
audits and the public accounting firm’s evalua-

tions comply with the U.S. General Accounting
Office’s Government Auditing Standards.

Thus far, we have conducted, or are conduct-
ing, an audit or a survey of Board member
expenses, contingency planning efforts, automa-
tion program management, distributed data pro-
cessing systems, procurement activities, com-
pensation practices, information security,
personal computer software and security, physi-
cal security controls, and a data processing re-
porting system, as well as the certification of the
Board’s financial statements discussed earlier.
These audits resulted in recommendations for
improving internal controls and for improving the
economy and efficiency of Board operations. We
also assisted an external auditor in their review
of the System’s Benefit Office, and participated
with other financial institutions regulatory agen-
cies in a review of the administrative activities of
the Federal Financial Institutions Examinations
Council. Our audit plan calls for us to initiate the
annual certification of the Board’s financial state-
ments and audits in inventory management, rec-
ords management, bank holding company perfor-
mance systems, computer access security, and
secure voice systems by the end of the year.

OPERATIONS REVIEWS

The second major functional area of our respon-
sibilities is more programmatic in nature:We
conduct operations reviews of the Board’s offices
and divisions on a five-year cycle. Review teams
composed of staff members from the Federal
Reserve Banks who have expertise in the area
under review and staff members from the Office
of Inspector General do the following: (1) deter-
mine whether stated program objectives are be-
ing achieved; (2) assess the efficiency and effec-
tiveness with which these objectives are being
achieved; (3) assess the quality of services pro-
vided to the Board and the System; (4) determine
the existence and adequacy of administrative
controls; (5) determine compliance with applica-
ble laws, regulations, policies, and procedures;
(6) follow up on any findings and recommenda-
tions from previous audits or reviews; and (7)
identify areas for possible improvement. After a
formal report has been issued by the Office of
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Inspector General, the team leader and I present
our findings to the full Board.

Thus far, we have reviewed six functional
areas: the Office of the Secretary, the Division
of Human Resources Management, the Division
of Banking Supervision and Regulation, the
Equal Employment Opportunity Program, the
Division of Hardware and Software Systems,
and a combined look at the Office of Federal
Reserve Bank Activities and the Division of
Federal Reserve Bank Operations. Later this
year we plan to review the Office of Executive
Director for Information Resource Management
and the Division of Applications Development
and Statistical Services. Reviews of the Divi-
sions of Monetary Policy, Research and Statis-
tics, and International Finance will be con-
ducted in 1990, with the remaining offices and
divisions scheduled for 1991 and 1992.

INVESTIGATIONS

We introduced the criminal investigation func-
tion in the Office of Inspector General by estab-
lishing a hotline in late 1987 that is available 24
hours per day. Many of our hotline calls have
placed us in the ombudsman role of referring
problems and concerns to management. Other
calls have involved administrative issues in-
volving violations of the Board’s standards of
conduct or management policies. Besides our
hotline calls, we have received complaints from
Board managers, Board employees, other fed-
eral and State agencies, private citizens, and
corporate entities and have initiated some in-
vestigations based on audit referrals or our own
concerns. There have been a few potential
criminal violations in which the results of our
investigations were discussed with an Assistant
U.S. Attorney and disposed of administratively
at his suggestion. Incidentally, our hotline num-
ber is (202) 452-6400 should anyone reading or
hearing this statement have an issue to bring to
our attention. We conduct all of our investiga-
tions using Quality Standards for Investigations
established by the President’s Council on Integ-
rity and Efficiency and, in each case, maintain
confidentiality and privacy as required by law.

ADDITIONAL ACTIVITIES

While we had to spend some important time in
setting up the office with policies and proce-
dures and appropriate equipment and facilities,
we thought it important to conduct immediate
operational activities and begin our program of
audits, operations reviews, and investigations.
We also take an active role in other areas
associated with the inspector general function:
We follow up on our own and GAO reports on
the Federal Reserve Board’s activities, review
Board policies and procedures, participate in
automation steering groups as formal audit rep-
resentatives, and participate in fraud and secur-
ity violation prevention campaigns. We are also
structuring ourselves to review relevant legisla-
tion and regulations as prescribed by the 1G
Act, and are addressing ways to prevent fraud,
waste, abuse, mismanagement, and violations
of security, 1 am a member of the Federal
Reserve System’s Conference of General Audi-
tors, participate with the President’s Council on
Integrity and Efficiency’s Coordinating Confer-
ence, and serve on the Council’s Communica-
tions Subcommittee. Our office members are
affiliated with professional organizations such
as the Association of Federal Investigators,
the American Institute of Certified Public Ac-
countants, the Association of Government
Accountants, the Institute of Internal Auditors,
and the National Association of Certified Fraud
Examiners.

FUTURE DIRECTION

Our office is now in the process of charting a
course that will carry us through the 1990s. While
our initial vulnerability assessment served a very
useful purpose in getting our operation started, it
is important that we continually ensure ourselves
that our work focuses on timely and significant
issues. While we plan to continue with the audits,
operations reviews, and additional activitics
cited above—and to continue our emphasis on a
full investigations program-—our efforts will ad-
dress more of the main mission areas of the
Board’s operations.
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SUMMARY

The Chairman and other members of the Board
have insisted on a qualified Office of Inspector
General, and I have the independence and au-
thority to carry out my statutory responsibilities.
While some members of the organization are still
getting acquainted with the concept, we are
respected for our integrity and appreciated for

our ‘“‘call it as we see it’” approach and policy of
open communications. We are moving forward
with our mission to prevent and detect problems
and to assist Board management in having more
efficient and more effective operations. Our re-
ports are available to this and other committees
of the Congress and to the public, and of course
we will be submitting our first formal report to
you this fall. il
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Record of Policy Actions
of the Federal Open Market Committee

MEETING HELD ON JULY 5-6, 1989
1. Domestic Policy Directive

The information reviewed at this meeting tended
to confirm earlier indications that economic
growth had slowed this year. Recent data on
production and spending suggested a fairly con-
sistent pattern of weakness in housing and in
consumer goods, notably motor vehicles. Run-
ning counter to that trend was a further sizable
increase in spending for business equipment fol-
lowing a strong first quarter; in addition, the
trade deficit had narrowed further. Broad mea-
sures of prices continued to rise more rapidly
than in 1988, reflecting sharp upward pressures
on energy and food prices. There had been no
discernible step-up in the pace of wage inflation,
however, even though levels of labor utilization
remained relatively high.

Growth in total nonfarm payrolls moderated
substantially in recent months from the pace of
the previous two years. Employment in manu-
facturing and construction fell in May and on
balance had changed little in both sectors since
January. Job growth in services was relatively
weak in May, judged by recent standards, as
gains in trade and business services were small,
Despite the slower pace of payroll growth this
year, the factory workweek remained high by
historical standards in May, and initial claims for
unemployment insurance had increased only
slightly through mid-June. The civilian unem-
ployment rate, at 5.2 percent in May, stayed
close to its average level in earlier months of the
year.

Industrial production increased on balance in
April and May at about the reduced rate experi-
enced earlier in the year. Assemblies of motor
vehicles, which had turned up in April, fell
appreciably in May. Production of consumer

goods other than automobiles also softened in
May, and output of construction supplies regis-
tered a decline for the fourth consecutive month.
Production of business equipment excluding au-
tomobiles continued to advance strongly in April
and May, partly as a result of a surge in the
manufacture of computers but also owing to
gains for a variety of other types of equipment,
particularly capital goods for manufacturing in-
dustries. Total industrial capacity utilization re-
traced its April rise in May but remained well
above its relatively high level of a year ago.
Operating rates in manufacturing slipped further
in May for primary processing industries, while
those for advanced processing industries were
sustained at the already high levels evident in
earlier months of the year.

Despite considerable gains in real disposable
income in recent quarters, the sluggish growth in
consumer spending that had emerged earlier in
1989 continued into the second quarter. In May,
a decline in expenditures was led by a reduction
in outlays for motor vehicles, although spending
also was flat or down for a broad range of other
goods, both durable and nondurable. In contrast
to outlays on goods, growth in purchases of
services was well maintained. Housing starts
declined slightly further in May, as single-family
starts slipped back to their weak level of March.
Starts of multifamily units were little changed in
May from the seven-year low recorded in April.
Home sales had fallen this year.

Recent indicators of business capital spending
suggested a further substantial increase in the
second quarter after a strong first quarter. Ship-
ments of nondefense capital goods advanced
sharply in April, with solid gains for most broad
categories, and remained high in May. Nonresi-
dential construction activity had changed little in
recent quarters although industrial structures put
in place strengthened somewhat, perhaps re-
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flecting sustained high levels of factory utiliza-
tion in some industries. Inventory investment by
manufacturers continued in April at about the
first-quarter pace and such inventories remained
in line with shipments. Much of the increase in
factory inventories was concentrated in work-
in-process stocks in the aircraft industry, where
production had been strong. In the retail sector,
dealer stocks of automobiles remained high, and
inventories at other retail establishments had
risen a bit relative to sales, measured on a
constant-dollar basis, but there were only limited
indications of excess stocks in the nonautomo-
tive segments of retailing,

The nominal U.S. merchandise trade deficit
narrowed in April from a first-quarter average
that was the smallest in four years. Exports
strengthened a little in April when a decline in
sales of agricultural products from their high
March levels was outweighed by increases in
most other major trade categories, especially
industrial supplies and machinery. Appreciable
declines in imports of automotive products,
machinery, and foods more than offset a rise in
oil imports. Available data suggested some
slowing recently in the growth of economic
activity in the major foreign industrial countries
following robust expansion in the first quarter;
inflation rates had moved up in most of those
countries.

Continuing a pattern of sharp increases this
year, producer prices of finished goods were up
substantially further in May. The May rise was
led by further advances in prices of food and
energy products, but prices of nonfood, non-
energy goods also rose after being about un-
changed in April. In April and May, increases in
prices of most materials were noticeably smaller
than those registered for finished goods. The
consumer price index rose sharply further in
April and May. Over the first five months of the
year consumer prices increased at a faster rate
than in 1988; however, excluding food and en-
ergy, the rate of increase in these prices differed
little from last year’s pace, partly because of the
damping effect of the appreciation of the dollar
on the prices of a broad range of imported goods.
Recent data for labor compensation indicated
that year-over-year increases in average hourly
earnings of production and nonsupervisory

workers remained near the average pace evident
since mid-1988.

In foreign exchange markets, the dollar re-
corded significant gains against most of the other
G-10 currencies in the weeks after the Committee
meeting on May 16; in mid-June, the dollar
reached a two and one-half year high against the
mark and a one and one-half year high against the
yen. Smaller-than-anticipated trade deficits an-
nounced for March and April, political events in
China and Japan, and expectations of capital
gains in U.S. bond and equity markets appeared
to have helped trigger buying pressure at a time
of narrowing differentials between interest rates
in the United States and abroad. The dollar
subsequently fell back sharply in often volatile
trading, its weighted-average value in terms of
the other G-10 currencies more than retracing the
carlier rise. The decline in the value of the dollar
occurred largely in the absence of significant new
economic developments or clear indications of a
reassessment of economic fundamentals by mar-
ket participants.

At its meeting on May 16, the Committee
adopted a directive calling for no immediate
change in the degree of pressure on reserve
positions. The Committee agreed that somewhat
greater or somewhat lesser reserve restraint
would be acceptable over the intermeeting period
depending on indications of inflationary pres-
sures, the strength of the business expansion, the
behavior of the monetary aggregates, and devel-
opments in foreign exchange and domestic finan-
cial markets. This policy stance was expected to
be consistent with growth of M2 and M3 at
annual rates of around 1%2 and 4 percent respec-
tively over the period from March through June.

Immediately after the Committee meeting, the
Manager for Domestic Operations directed oper-
ations toward maintaining the existing degree of
pressure on reserve positions. A technical up-
ward revision was made to the assumed level of
adjustment plus seasonal borrowing to bring it in
line with desired overall conditions in reserve
markets; this revision resulted from the recent,
unusual strength of seasonal borrowing that per-
haps was associated with heavier demands for
crop-production loans at a time of weak deposit
growth at agricultural banks. Later in the inter-
meeting period, a variety of developments began
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to suggest that a slackening in inflation pressures
might be in prospect as indications of slower
economic expansion continued to accumulate,
monetary growth remained sluggish, and the
dollar climbed further. In these circumstances,
the Manager for Domestic Operations acted in
early June to reduce somewhat the degree of
pressures on reserve positions. Adjustment plus
seasonal borrowing averaged about $550 million
over the three full reserve maintenance periods
completed since the May 16 meeting, while the
federal funds rate moved down about Y4 percent-
age point to 92 percent or slightly higher more
recently.

Other market interest rates also fell over the
intermeeting period in response to indications of
a continuing softness in the economy and a better
outlook for inflation as well as to the easing of
monetary policy. Short-term market rates
dropped 25 to 70 basis points, and the prime rate
was lowered Y2 percentage point to 11 percent in
early June. In long-term debt markets, yields on
Treasury coupon issues dropped 70 to 90 basis
points. Stock prices rallied through much of the
intermeeting period, and major indexes reached
new post-1987-crash highs before giving up most
of those gains.

M2 and M3 declined in May, primarily because
of sizable reductions in transaction and other
liquid deposit balances that seemed to be related
to the clearing of unexpectedly large payments to
cover federal tax liabilities for 1988. Through
mid-June, growth of these aggregates appeared
to have rebounded in conjunction with some
rebuilding of tax-depleted balances and the de-
clines in market interest rates that brought some
narrowing of the large opportunity costs associ-
ated with holding liquid deposits. Nonetheless,
the growth of M2 for the year to date remained
below the lower end of the Committee’s annual
target range. M1 continued to contract through
mid-June, as weakness in transaction balances,
especially in demand deposits, persisted. Domes-
tic nonfinancial debt expanded in May at a
slightly lower rate than it did in the first quarter.

The staff projections prepared for this meeting
suggested that growth of the nonfarm economy
over the remainder of 1989 and for 1990 was
likely to be at a pace a little lower than that
estimated for the first half of this year. The

projection continued to assume that normal agri-
cultural growing conditions would prevail. Al-
though the recent strengthening of the dollar was
tending to damp import prices and thereby do-
mestic inflation, the staff anticipated that, with
margins of unutilized labor and other production
resources still relatively low, most measures of
prices and labor costs would increase at slightly
faster rates in 1989 than in 1988. Inflationary
pressures were expected to abate a bit in 1990,
partly in response to gradually mounting slack in
labor and product markets. The staff projected
that the contribution of foreign trade to growth
would be very limited, as real export gains
dropped well below the pace of recent quarters,
and that fiscal policy would remain moderately
restrictive. In view of expected meager gains in
employment and real income, consumer spend-
ing would be sluggish through 1990. Housing
activity was projected to benefit from the recent
drop in interest rates. Relatively sluggish final
demands along with reduced capacity utilization
rates were expected to have a restraining effect
on the growth of business capital spending.

In the Committee’s discussion of current and
prospective economic conditions, members fo-
cused on accumulating indications of reduced
growth in business activity and on the implica-
tions for the outlook for the economy and prices.
The members generally concluded that continu-
ing expansion at a relatively slow pace was a
reasonable expectation for the next several quar-
ters and that the associated lessening of pres-
sures on labor and capital resources was likely to
foster progress in curbing inflation over time.
Members noted that the economic outlook was
subject to considerable uncertainty and that sub-
stantial deviations from current expectations
might well occur. The latest information sug-
gested some risk that the expansion might
weaken further, but current business conditions
provided few indications of the kinds of imbal-
ances and distortions that often lead to down-
turns in economic activity. Some members em-
phasized that a recession, should one
materialize, might be aggravated by the debt
burdens or debt exposure of many business and
financial firms. At the same time, inflation re-
mained unacceptably high and cost pressures
substantial; however, in the context of a weaker
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economic outlook and an extended period of
slow monetary growth, the risks of a sustained
acceleration in inflation appeared to be more
limited than they had earlier in the year. None-
theless, a policy designed to bring about some
reduction in underlying inflation pressures and
improvement in the nation’s external accounts
might be associated with relatively slow growth
of domestic spending for some time.

In keeping with the usual practice at meetings
when the Committee considers its long-run ob-
jectives for monetary growth, the members of the
Committee and the Federal Reserve Bank presi-
dents not currently serving as members provided
specific projections of growth in real and nominal
GNP, the rate of unemployment, and the rate of
inflation. With regard to the rate of expansion in
real GNP, the projections had a central tendency
of 2 to 2%z percent for 1989 as a whole, implying
continuing growth at a reduced pace in the sec-
ond half of the year; for the year 1990 the central
tendency was 1Y to 2 percent. Projections of
growth in nominal GNP converged on rates of 6
to 7 percent for 1989 and 5%z to 6% percent for
1990. The projected rates of unemployment cen-
tered around 5V percent for the fourth quarter of
1989 and 5% to 6 percent for the fourth quarter of
1990. With respect to the rate of inflation, the
projections had a central tendency for the con-
sumer price index of 5 to 5% percent for 1989 and
415 to 5 percent for 1990. In making these pro-
jections the members took account of the Com-
mittee’s decisions at this meeting with regard to
the objectives for monetary growth in 1989 and
1990. The members assumed that progress would
be made in reducing the federal budget deficit
and that fluctuations in the exchange value of the
dollar would not be of sufficient magnitude to
affect economic growth and inflation materially
in the period through the end of 1990.

In their review of specific developments bear-
ing on the outlook for the economy, members
observed that growth appeared to be slowing in
many parts of the country but that the utilization
of labor and capital resources remained high in
most regions and continued to improve in others
from relatively depressed levels. In general, bus-
iness sentiment remained favorable, though the
emergence of somewhat more cautious attitudes
was detected in a number of areas and industries.

With regard to specific sectors of the economy,
current data and business contacts did not sug-
gest any general backup in inventories apart from
motor vehicles; however, there were some re-
cent reports of marginally excessive inventories
in a few nonautomotive businesses, and a further
slippage in the growth of final demand could lead
to efforts to pare inventories and production
schedules. The members generally anticipated
continued overall growth in business fixed in-
vestment, though at a pace much reduced from
that experienced earlier in the year. Nonresiden-
tial construction activity was lagging in many
areas, but the demand for business equipment
remained relatively vigorous, in part because of
sales abroad. Housing activity was weak in a
number of markets, including some that had
displayed considerable vigor until recently, but
the decline in mortgage rates was believed likely
to sustain activity in this sector of the economy.

A key element in the outlook for overall busi-
ness activity was the prospects for consumer
spending; many members saw little basis for
anticipating further slowing in the expansion of
consumer expenditures, but others were less
persuaded and some cited in particular the pos-
sibility that relatively weak sales of motor vehi-
cles might continue. Foreign trade was another
important sector bearing on the economic out-
look. Some further growth in net exports was
viewed as a reasonable prospect, but the im-
provement might be limited if the dollar remained
strong and growth slowed in key economies
abroad. Finally, a number of members stressed
that some acceleration in monetary growth from
the pace in the first half of the year likely was
needed to help support expansion in business
activity.

Turning to the outlook for inflation, members
generally anticipated that reduced economic
growth in line with the central tendency of their
forecasts would contribute to some damping of
underlying inflationary pressures by 1990. The
rate of increase in the consumer price index
might well moderate over the balance of this
year, assuming relief from special factors that
had affected food and energy prices during the
first half. In particular, the larger farm crops that
were anticipated this year would tend to reduce
pressures on food prices, and recent oil price
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developments suggested some softening in con-
sumer energy prices. Other favorable develop-
ments included generally restrained increases in
wages despite ongoing labor shortages in many
parts of the nation and, as evidenced in part by
business contacts around the country, some ap-
parent lessening of inflationary expectations. In
addition, commodity prices had been subdued in
recent months, supporting indications of less
intense demands in industrial sectors and per-
haps pointing to slower increases in consumer
prices in the months ahead. On the negative side,
some members stressed that underlying inflation
pressures remained strong and, given current
levels of resource use, an expansion in line with
the forecasts of most members might avert accel-
erating inflation but was less likely to foster any
significant decline over the forecast horizon.
More generally, the members’ forecasts pointed
to a rate of inflation that was unacceptably high
and that moderated only slightly over this period;
moreover, the risks of some acceleration, while
small, were not negligible especially if economic
growth turned out to be appreciably faster than
most members currently anticipated, putting ad-
ditional pressure on resources.

Against the background of the Committee’s
views regarding prospective economic develop-
ments and in keeping with the requirements of
the Full Employment and Balanced Growth Act
of 1978 (the Humphrey-Hawkins Act), the Com-
mittee at this meeting reviewed the ranges for
growth in the monetary and debt aggregates that
it had established in February for 1989 and
decided on tentative ranges for growth in those
measures in 1990. The 1989 ranges included
growth of 3 to 7 percent for M2 and 3% to 712
percent for M3 for the period from the fourth
quarter of 1988 to the fourth quarter of 1989. A
monitoring range of 62 to 102 percent had been
set for growth in total domestic nonfinancial debt
in 1989. For the year to June, the cumulative
expansion of M2 was at a rate about 1 percentage
point below the Committee’s range, while that of
M3 placed it at the lower bound of its range. The
expansion in nonfinancial debt was near the
middle of its range in the first half of the year.

In the Committee’s review of the ranges for
1989, all of the members endorsed a proposal to
retain the ranges set in February. The Committee

took account of a staff analysis that indicated that
the more rapid growth in M2 and M3 since
mid-May was likely to persist over the months
ahead and that by the fourth quarter both aggre-
gates would be well within the current ranges for
the year. The staff assessment incorporated the
impact of the recent declines in market interest
rates, which would tend to reduce the opportu-
nity costs of holding M2 balances, and also
assumed that there would be no special factors
influencing the growth of the aggregates such as
those experienced earlier in the year. Expansion
in total domestic nonfinancial debt was projected
to continue at a rate around the middle of its
range through year-end; growth in this measure
had been trending lower in recent years but it
remained at a pace appreciably above that for
nominal GNP. The members concluded that the
ranges set in February for 1989 were still consis-
tent with the Committee’s objectives of fostering
sustained expansion in economic activity and
progress toward price stability.

The ranges for 1989 represented reductions
from those for 1988, and the members agreed that
restrained monetary growth and further reduc-
tions in the ranges would be needed over time to
achieve and maintain price stability. Views dif-
fered, however, as to whether the ranges for 1990
should be reduced at this meeting.

A majority of the members indicated a prefer-
ence for extending the 1989 ranges provisionally
to 1990, subject to the usual review next Febru-
ary in light of the economic and financial condi-
tions prevailing then. The outlook for next year
was uncertain, especially this far in advance.
Nonetheless, the 1989 ranges were likely in this
view to encompass monetary growth that would
foster desired economic expansion and modera-
tion of price pressures in 1990, This outcome
could be associated with somewhat more rapid
growth of M2 in 1990 than appeared to be in train
for 1989. Such a pickup in monetary growth
would be consistent with expansion of nominal
GNP along the lines of the central tendency of
the members’ forecasts and should be associated
with only minor changes in interest rates and
hence in velocity next year, Moreover, some-
what faster growth in M2 might be needed next
year to counter any potential weakening tenden-
cies that might develop in the economy. In these
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circumstances there existed a considerable risk
that a reduction in the range for M2 might have to
be reversed next year or growth in excess of the
range tolerated. Either development might be
viewed as inconsistent with the stability and
predictability of policy that tended to enhance its
effectiveness over time. Especially in light of the
foregoing considerations, a marginal reduction in
the ranges, although it might be seen as more
consistent with the long-run objective of price
stability, would seem to imply greater precision
than was warranted by the Committee’s current
ability to project next year’s developments. If
small adjustments were called for, they could be
made early next year when a more firmly based
decision would be possible.

Members who preferred lower ranges for
1990 gave a good deal of emphasis to the
desirability of continuing the Committee’s pol-
icy of reducing the ranges from year to year in
order to implement anti-inflationary objectives.
In this view, a failure to reduce the ranges at
least slightly in present circumstances might be
read as an implicit acceptance of current rates
of inflation. These members recognized the
possibility that monetary growth next year
might be at the upper end, or even above, the
ranges that they favored, especially if interest
rates were to decline further in the interim. If
economic and financial conditions early next
year suggested a need, they would be prepared
1o raise the ranges at that time. Such a decision
would be made in the light of circumstances
that provided the rationale for it and need not
therefore have the adverse consequences for
inflationary expectations that some members
feared. Members who favored lower ranges also
did not want to rule out the possibility that
inflation pressures next year might turn out to
be more intense than was currently anticipated
and that relatively limited monetary expansion
therefore might remain appropriate.

In light of the persisting uncertainties about the
relationship between monetary expansion and
ultimate policy objectives, the members were in
favor of retaining relatively wide ranges of 4
percentage points for M2 and M3. For many
years prior to 1988, the Committee had set nar-
rower ranges, almostsuniformly of 3 percentage
points, for the broader monetary aggregates and

for total domestic nonfinancial debt. Wider
ranges provided greater scope for achieving mon-
etary growth that was consistent with the Com-
mittee’s objectives for the economy. In assessing
appropriate rates of monetary expansion in the
prevailing uncertain environment, the Commit-
tee would continue to evaluate a wide assortment
of economic and financial indicators.

At the conclusion of this review, the Commit-
tee approved for inclusion in the domestic policy
directive the following statement of its objectives
for growth of the broader monetary aggregates
and nonfinancial debt for the year 1989:

The Committee reaffirmed at this meeting the ranges
it had established in February for growth of M2 and
M3 of 3 to 7 percent and 3! to 7% percent, respec-
tively, measured from the fourth quarter of 1988 to the
fourth quarter of 1989. The monitoring range for
growth of total domestic nonfinancial debt also was
maintained at 6'2 to 10%2 percent for the year.

Votes for this action: Messrs. Greenspan, Cor-
rigan, Angell, Guffey, Johnson, Keehn, Kelley,
LaWare, Melzer, Ms. Seger, and Mr. Syron. Votes
against this action: None. Absent and not voting:
Mr. Heller.

For the year 1990, the Committee approved for
inclusion in the domestic policy directive the
following statement regarding the ranges for
growth of the monetary aggregates and nonfinan-
cial debt:

For 1990, on a tentative basis, the Committee
agreed to use the same ranges as in 1989 for growth
in each of the monetary aggregates and debt, mea-
sured from the fourth quarter of 1989 to the fourth
quarter of 1990. The behavior of the monetary aggre-
gates will continue to be evaluated in the light of
movements in their velocities, developments in the
economy and financial markets, and progress toward
price level stability.

Votes for this action: Messrs. Greenspan, Cor-
rigan, Angell, Guffey, Johnson, Kelley, LaWare,
Melzer, Ms. Seger, and Mr. Syron. Vote against:
Mr. Keehn. Absent and not voting: Mr. Heller.

Mr. Keehn dissented because he wanted to
reduce the ranges for 1990. In his view, a reduc-
tion of the ranges for next year would provide an
important signal of the System’s continuing com-
mitment to price stability. While the velocity of
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the monetary aggregates had been erratic re-
cently, lower ranges for the aggregates would
encompass desirable rates of monetary growth
should more normal conditions prevail next year.
Given the uncertainty in the relationship between
the monetary aggregates and economic growth,
he would, however, be prepared to adjust the
ranges early next year on the basis of intervening
developments.

In the Committee’s discussion of policy imple-
mentation for the period until the next meeting,
the members generally agreed that recent devel-
opments suggested that some further easing of
reserve conditions would be appropriate. Nearly
all endorsed a proposal to lessen the degree of
reserve pressure marginally at this time, but one
member favored somewhat greater easing and
another saw merit in a phased lessening of re-
serve pressures in the weeks ahead. Many em-
phasized that current economic and financial
uncertainties called for caution in adjusting pol-
icy at this point. In this view, more than a slight
move to less restraint could have an undesirable
effect on inflationary expectations and, at least in
the absence of further indications of lagging
economic growth, could lead eventually to up-
ward pressure on long-term interest rates. More-
over, in the view of some members, there re-
mained some risk that inflationary pressures
would intensify and that the easing might have to
be reversed later. Caution also was indicated in
light of the prevailing sensitivity and volatility of
financial markets.

Several members emphasized the need for
faster monetary growth than had been experi-
enced in recent months. Some acceleration in the
rate of monetary expansion had occurred since
the middle of May, and a staff analysis suggested
that such growth was likely to continue as the full
effect of recent declines in market interest rates
was felt. On the assumption of no further
changes in interest rates, the staff projection
anticipated that cumulative M2 growth would
reach the bottom of the Committee’s annual
range by late summer. However, given the un-
certainties that were involved, a number of mem-
bers felt that some further easing was desirable to
improve the prospects that monetary growth
would be within the Committee’s ranges for the
year, if only in the lower part of the range in the

case of M2, A moderate pickup in monetary
growth at this time would help assure continued
expansion of the economy and possibly avoid a
situation in which a substantial weakening of the
economy would be followed by rapid monetary
growth and a marked rebound in activity—a
pattern that would be unlikely to foster the
Committee’s objective of price stability over
time.

Turning to the question of possible intermeet-
ing adjustments in the degree of reserve restraint,
a majority of the members indicated a preference
for retaining an unbiased instruction as in the
directive for the May meeting. This approach, in
the context of the indicated preference of the
members to move toward some immediate eas-
ing, was in keeping with the caution about future
policy moves favored by most members. This
caution was dictated by current uncertainties
regarding the economic outlook, the still rapid
rate of inflation, and the relatively sensitive con-
ditions in financial markets. Others preferred an
intermeeting instruction that was tilted toward
ease partly to help underscore—in conjunction
with a decision to ease—their view that the risks
were in the dircction of a shortfall in economic
growth from current expectations and therefore
that any intermeeting adjustment would very
likely be in the direction of less restraint. Indeed,
in this view a dramatic and unlikely turnaround
would be needed in the tenor of the incoming
economic information to warrant any firming in
the weeks ahead.

In light of the easing of reserve conditions in
early June and the further slight easing contem-
plated at this meeting, the members decided to
lower the intermeeting range for the federal funds
rate by 1 percentage point to 7 to 11 percent.
Such a reduction centered the range more closely
around the federal funds rate that was expected
after this meeting. The range for the federal funds
rate provides one mechanism for initiating con-
sultation of the Committee when its boundaries
are persistently exceeded.

At the conclusion of the Committee’s discus-
sion, all but one of the members indicated that
they preferred or could accept a directive that
called for some slight easing in the degree of
pressure on reserve positions. Some firming or
some easing of reserve conditions would be
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acceptable during the intermeeting period de-
pending on indications of inflationary pressures,
the strength of the business expansion, the be-
havior of the monetary aggregates, and develop-
ments in foreign exchange and domestic financial
markets. The reserve conditions contemplated
by the Committee were expected to be consistent
with some acceleration in the growth of M2 and
M3 to annual rates of around 7 percent over the
three-month period from June to September.

At the end of the meeting, the following do-
mestic policy directive was issued to the Federal
Reserve Bank of New York:

The information reviewed at this meeting tends to
confirm earlier indications that economic growth has
slowed this year. Gains in total nonfarm payroll em-
ployment have moderated substantially in recent
months, but the civilian unemployment rate, at 5.2
percent in May, remained close to its average level in
earlier months of the year. Industrial production in-
creased on balance in April and May at about the
reduced rate experienced earlier in the year. Growth in
consumer spending has weakened considerably this
year. Housing starts declined slightly further in May.
Recent indicators of business capital spending suggest
a substantial additional increase in the second quarter
after a rebound in the first quarter. The nominal U.S.
merchandise trade deficit narrowed in April from a
substantially reduced average value in the first quar-
ter. Broad measures of prices have risen more rapidly
this year than in 1988, reflecting sharp increases in
energy and food prices.

Interest rates have fallen since the Committee meet-
ing on May 16, with the largest declines generally
occurring in long-term markets. In foreign exchange
markets, the trade-weighted value of the dollar in
terms of the other G-10 currencies rose sharply earlier
in the intermeeting period but subsequently more than
retraced that rise in often volatile trading.

M2 and M3 declined in May, primarily because of
sizable reductions in transaction and other liquid bal-
ances arising from the clearing of unusually large tax
payments; data through mid-June point to a rebound in
these measures of money. Thus far this year expansion
of M2 has been at a rate below the Committee’s annual
range, while growth of M3 has been around the lower
bound of the Committee’s range.

The Federal Open Market Committee seeks mone-
tary and financial conditions that will foster price
stability, promote growth in output on a sustainable
basis, and contribute to an improved pattern of inter-
national transactions. In furtherance of these objec-
tives, the Committee reaffirmed at this meeting the
ranges it had established in February for growth of M2
and M3 of 3 to 7 percent and 3% to 7% percent,
respectively, measured from the fourth quarter of 1988

to the fourth quarter of 1989. The monitoring range for
growth of total domestic nonfinancial debt also was
maintained at 6%2 to 10%2 percent for the year. For
1990, on a tentative basis, the Committee agreed to use
the same ranges as in 1989 for growth in each of the
monetary aggregates and debt, measured from the
fourth quarter of 1989 to the fourth quarter of 1990.
The behavior of the monetary aggregates will continue
to be evaluated in the light of movements in their
velocities, developments in the economy and financial
markets, and progress toward price level stability.

In the implementation of policy for the immediate
future, the Committee seeks to decrease slightly the
existing degree of pressure on reserve positions. Tak-
ing account of indications of inflationary pressures, the
strength of the business expansion, the behavior of the
monetary aggregates, and developments in foreign
exchange and domestic financial markets, somewhat
greater reserve restraint or somewhat lesser reserve
restraint would be acceptable in the intermeeting pe-
riod. The contemplated reserve conditions are ex-
pected to be consistent with growth of M2 and M3
over the period from June through September at
annual rates of about 7 percent. The Chairman may
call for Committee consultation if it appears to the
Manager for Domestic Operations that reserve condi-
tions during the period before the next meeting are
likely to be associated with a federal funds rate per-
sistently outside a range of 7 to 11 percent.

Votes for the paragraph on short-term policy im-
plementation: Messrs. Greenspan, Corrigan, An-
gell, Guffey, Johnson, Keehn, Kelley, LaWare,
Melzer, and Syron. Vote against this action: Ms.
Seger. Absent and not voting: Mr. Heller.

Ms. Seger dissented because she felt that
somewhat greater easing was warranted. In her
view, the expansion in business activity already
had slowed substantially and recent develop-
ments pointed to further weakness. While a
change in monetary policy wouid have little
effect on the economy over the remainder of this
year, a more pronounced easing than the Com-
mittee currently contemplated was needed to
foster financial conditions that would support the
economy in 1990 and beyond.

2. Authorization for
Domestic Open Market Operations

Effective July 7, 1989, the Committee approved a
temporary increase of $2 billion, to $8 billion, in
the limit between Committee meetings on
changes in System Account holdings of U.S.
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government and federal agency securities speci-
fied in paragraph 1(a) of the Authorization for
Domestic Open Market Operations. Subse-
quently, effective July 31, 1989, the Committee
approved a further increase of $2 billion, to $10
billion, in the intermeeting limit. Both increases
applied to the period ending with the close of
business on August 22, 1989.

Votes for the action effective July 7. Messrs.
Greenspan, Corrigan, Angell, Guffey, Johnson,
Keehn, Kelley, LaWare, Melzer, Ms. Seger and
Mr. Syron. Votes against this action: None. Absent
and not voting: Mr. Heller.

Votes for the action effective July 31: Messrs.
Greenspan, Angell, Boykin, Guffey, Johnson,
Keehn, Kelley, Oltman, Ms. Seger, and Mr. Syron.
Votes against this action: None. Absent and not
voting: Messrs. Heller and LaWare. (Messrs. Boy-
kin and Oltman voted as alternates for Messrs.
Melzer and Corrigan, respectively.)

The increases were approved on the recom-
mendation of the Manager for Domestic Opera-
tions. The Manager had advised on July § that
the usual leeway of $6 billion for changes in
System account holdings probably would not be
sufficient over the intermeeting period, partly
because of expected sales of securities to offset
large declines in balances held by the U.S. Trea-
sury at the Federal Reserve Banks and because
of large foreign currency transactions. On July
28, the Manager advised that the remaining lee-
way under the $8 billion limit had been reduced
to about $650 million, mainly as a result of declines
in Treasury balances at the Reserve Banks but also
owing to further official foreign currency transac-
tions and smaller-than-expected increases in cur-
rency in circulation. The Manager anticipated that
additional leeway might be necessary to meet con-
tinuing needs to absorb reserves in upcoming re-
serve maintenance periods.
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Announcements

DESIGNATIONS OF PRIMARY DEALERS
CONTROLLED BY FIRMS

FROM THE UNITED KINGDOM

AND JAPAN

The Federal Reserve Board and the Federal
Reserve Bank of New York have determined
that the designations of primary dealers con-
trolled by firms from the United Kingdom and
Japan will be continued because U.S. firms are
accorded ‘‘the same competitive opportuni-
ties’’ as domestic firms in the government debt
markets of those two countries. This determi-
nation has been made under the terms of the
Primary Dealers Act of 1988, which takes effect
on August 23, 1989,

Under the act, the Federal Reserve may not
continue to designate or newly designate as a
primary dealer ‘‘any person of a foreign country

. . if such country does not accord to U.S.
companies the same competitive opportunities in
underwriting and distribution of government debt
instruments’’ as the country accords to domestic
companies.

The act currently applies only to the United
Kingdom and Japan, since they are the only
home countries of firms now owning primary
dealers that are not otherwise grandfathered or
exempt from the terms of the act.

The Federal Reserve has undertaken compre-
hensive studies of the characteristics of govern-
ment securities markets in these two countries as
well as of markets in the Federal Republic of
Germany and Switzerland, which are home
countries of firms that have expressed interest in
the possibility of becoming primary dealers in the
future.

The Federal Reserve will monitor develop-
ments on an ongoing basis to ensure that re-
quirements of the act continue to be met as
foreign government securities markets change
over time.

Copies of a report on this matter are available
from Publications Services, Board of Governors
of the Federal Reserve System, Washington,
D.C. 20551.

PUBLICATION OF BROCHURE
ON HOME EQUITY LINES
OF CREDIT

The Federal Reserve Board announced on Au-
gust 1, 1989, the publication of its brochure on
home equity lines of credit that fulfills the provi-
sions of the Home Equity Loan Consumer Pro-
tection Act.

The new brochure is entitled, ““When Your
Home Is on the Line: What You Should Know
About Home Equity Lines of Credit.” It pro-
vides consumers with basic information about
the features of a home equity line of credit and
what to look for and to compare when shopping
for credit. Under provisions of the act, this
brochure, or one similar to it, must be provided
to the consumer along with an application, al-
though extra time is permitted in some cases.

Copies of the brochure are available from
Publications Services, Board of Governors of the
Federal Reserve System, Washington, D.C.
20551 or from the Federal Reserve Banks. Par-
ties interested in mass reproduction of the bro-
chure may purchase negatives. For further infor-
mation, contact Publications Services (202) 452-
3244,

CHANGE IN BOARD STAFF

Ms. Patricia A. Welch, Assistant Director in the
Division of Applications Development and Sta-
tistical Services, will resign, effective January 15,
1990.



Announcements 699

SYSTEM MEMBERSHIP:
ADMISSION OF STATE BANKS

The following state banks were admitted to mem-
bership in the Federal Reserve System during the
period August 1 through August 31, 1989,

Kentucky
Louisville............ Mid-America Bank of
Louisville and Trust
Company
Pennsylvania
BlueBell ................... Madison Bank
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Legal Developments

FINAL RULE—AMENDMENT TO RULES OF
PROCEDURE

The Board of Governors is amending 12 C.F.R. Part
262, its Rules of Procedure, to update the citations to
statutory and regulatory provisions.

Effective August 1, 1989, 12 C.F.R. Part 262 is
amended as follows:

Part 262—Rules of Procedure

1. The authority citation for Part 262 continues to read
as follows:

Authority: 5 U.S.C. 552.

2. Section 262.2(b) is amended by revising ‘‘section
261.6(a)’’ to read ‘‘section 261.6(b)"’.

3. Section 262.3(a) is amended by revising ‘‘section
261.4(d)” to read ‘‘section 261.9(a)”.

4. Section 262.3(c) is amended by revising ‘‘in the case
of a foreign bank holding company, as defined in
section 225.4(g) of this chapter,”” to read *‘in the case
of a foreign banking organization, as defined in section
211.23(a)(2) of this chapter,”.

5. Section 262.3())(1)(ii) is amended by revising
“12 U.S.C. 1828(c)(1)6)" to read ‘12 U.S.C.
1828(c)(6)’".

6. Section 262.3(j) is further amended by deleting
paragraphs (3) and (4) and by revising paragraph (2) to
read as follows:

Section 262.3—Applications

() Special procedures for certain applications.* * *
(2) For special rules governing procedures for sec-
tion 4 applications, refer to section 225.23 of this
chapter.

ORDERS ISSUED UNDER BANK HOLDING
COMPANY ACT

Orders Issued Under Section 3 of the Bank
Holding Company Act

ARSEBECQ, Inc.
Falls City, Nebraska

Order Approving Acquisition of a Bank

ARSEBECO, Inc., Falls City, Nebraska (‘‘ARSE-
BECQ"), a bank holding company registered pursuant
to the Bank Holding Company Act (*‘BHC Act’’), has
applied for the Board’s approval under section 3(a)(3)
of the BHC Act (12 U.S.C. § 1843(a)(3)) to acquire
State Bank of Stella, Stella, Nebraska (‘‘Stella
Bank™’).

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
published (54 Federal Register 21,667 (1989)). The
time for filing comments has expired, and the Board
has considered the application and all comments re-
ceived in light of the factors set forth in section 3(c) of
the BHC Act.

ARSEBECO controls one subsidiary bank, Richard-
son County Bank and Trust Company, also of Falls
City, Nebraska (‘‘Richardson Bank’’), controlling de-
posits of $43.5 million, and is the 64th largest commer-
cial banking organization in Nebraska with less than
one percent of total deposits in commercial banks in
the state. Bank is one of the smaller commercial
banking organizations in the state, controlling deposits
of $12.8 million, representing less than one percent of
total deposits in commercial banks in the state.! Ac-
cordingly, consummation of this proposal would not
significantly increase the concentration of banking
resources in Nebraska.

Both Stella Bank and Richardson Bank compete
directly in the Richardson County banking market.2
Richardson Bank is the second largest of five commer-
cial banking organizations that operate in the market,

1. Commercial banking data are as of December 31, 1988. Thrift
data are as of June 30, 1988.

2. The Richardson County banking market is approximated by
Richardson County, Nebraska.
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controlling deposits of $43.5 million, representing
32.0 percent of total deposits in commercial banking
organizations in the market. Stella Bank is the fourth
largest commercial banking organization in the
market, controlling deposits of $12.8 million, repre-
senting 9.4 percent of total deposits in commercial
banking organizations in the market. Upon con-
summmation of this proposal, ARSEBECO would
become the largest commercial banking organization
in the market, controlling $56.3 million in deposits,
representing 41.4 percent of total deposits in the
market. The market would be considered highly
concentrated with the post-consummation Herfin-
dahl-Hirschman Index (‘‘HHI") increasing 602
points to 3400.3

Although consummation of this proposal would
eliminate some existing competition in the Richard-
son County market, several factors mitigate the
potential anticompetitive effects of this proposal.
The Board has considered as a significant factor
Bank’s financial condition and its ability to function
as a viable competitor in the market. Stella Bank has
suffered financial difficulties in recent years, and as a
result, has not been a strong competitor in the
market. As a part of this proposal, ARSEBECO has
committed to increase the capital of Stella Bank to a
level significantly above the Board’s minimum capi-
tal adequacy guideline requirements. By restoring
Stella Bank’s capital, this acquisition should ensure
Stella Bank’s ability to service the convenience and
needs of its community. In addition, the market is
not attractive for entry by an entity outside of the
market because of the market’s small size and slow
rate of growth.

In addition, the Board has considered the presence
of two thrift institutions in this market in its analysis of
this proposal. The Board has previously indicated that
thrift institutions have become, or have the potential
to become, major competitors of commercial banks.4

3. Under the revised Department of Justice Merger Guidelines
(49 Federal Register 26,823 (June 29, 1984)), a market in which the
post-merger HHI is over 1800 is considered highly concentrated. The
Department of Justice has informed the Board that a bank merger or
acquisition generally will not be challenged (in the absence of other
factors indicating anticompetitive effects) unless the post-merger HHI
is at least 1800 and the merger increases the HHI by at least 200
points. The Department of Justice has stated that the higher than
normal HHI thresholds for screening bank mergers for anticompeti-
tive effects implicitly recognizes the competitive effect of limited
purpose lenders and other non-depository financial entities.

4. National City Corporation, 70 FEDERAL RESERVE BULLETIN 743
(1984); The Chase Manhattan Corporation, 70 FEDERAL RESERVE
BULLETIN 529 (1984); NCNB Bancorporation, 70 FEDERAL RESERVE
BULLETIN 225 (1984); General Bancshares Corporation, 69 FEDERAL
RESERVE BULLETIN 802 (1983); and First Tennessee National Corpo-
ration, 69 FEDERAL RESERVE BULLETIN 298 (1983).

Based upon size and market share of thrift institutions
in the Richardson County banking market, the Board
has concluded that thrift institutions exert a competi-
tive influence that mitigates in part the anticompetitive
effects of this proposal.5 Accordingly, based on the
facts of record in this case, the Board believes that
consummation of the proposal would not have a
significantly adverse effect on competition in any
relevant market.

The financial and managerial resources and future
prospects of ARSEBECO and Richardson Bank are
consistent with approval. In light of ARSEBECO’s
proposed immediate capital injection and commitment
of managerial resources to Stella Bank, its financial
and managerial resources and future prospects will be
enhanced. Thus, considerations relating to banking
factors lend weight toward approval of this applica-
tion.

The record of this application also indicates that
this transaction would provide substantial benefits to
the convenience and needs of the community by
averting further deterioration of Stella Bank’s finan-
cial condition. In this context, the Board concludes
that the benefit of maintaining services to Bank’s
customers that could be derived from this proposal
lends significant weight toward approval of this pro-
posal and outweighs any anticompetitive effects that
would result from consummation of the proposal.

Accordingly, based on the foregoing and other facts
of record, the Board has determined that the applica-
tion should be, and hereby is, approved. The acquisi-
tion of Stella Bank shall not be consummated before
the thirtieth calendar day following the effective date
of this Order, or later than three months after the
effective date of this Order, unless such period is
extended for good cause by the Board or by the
Federal Reserve Bank of Kansas City, acting pursuant
to delegated authority.

By order of the Board of Governors, effective
August 14, 1989.

This action was taken pursuant to the Board's Rules
Regarding Delegation of Authority (12 C.F.R. 265.1a(c)) by a
committee of Board members. Voting for this action; Chair-
man Greenspan and Governors Kelley and LaWare.

JENNIFER J. JOHNSON
Associate Secretary of the Board

5. If 50 percent of the deposits held by thrift institutions were
included in the calculation of market concentration, Richardson Bank
would control 27.1 percent of the market’s deposits and Stella Bank
would control 8.0 percent of the market deposits. The HHI would
increase by 432 points to 2573.
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Banknorth Group, Inc.
Burlington, Vermont

Order Approving the Formation and Merger of Bank
Holding Companies and the Acquisition of Banking
Subsidiaries

Banknorth Group, Inc., Burlington, Vermont
(‘‘Banknorth”’), has applied for the Board’s approval
under section 3 of the Bank Holding Company Act
(12 U.S.C. § 1842) (*‘BHC Act”’) to become a bank
holding company and to acquire by merger Banknorth
Group, Inc., Burlington, Vermont (‘*Old Banknorth’’)
and Howard Bancorp, Burlington, Vermont (‘‘How-
ard’’), both bank holding companies within the mean-
ing of the BHC Act (12 U.S.C. § 1841 et seq.).!
Banknorth also proposes to acquire indirectly the
banking subsidiaries of Old Banknorth and Howard.?2

Notice of the applications, affording an opportunity
for interested persons to submit comments, has been
duly published (54 Federal Register 24,749 (1989)).
The time for filing comments has expired and the
Board has considered the applications and all com-
ments received in light of the factors set forth in
section 3(c) of the BHC Act.

Banknorth is a non-operating company formed for
the purpose of acquiring Old Banknorth and Howard.
Old Banknorth is the second largest of nineteen bank-
ing organizations in Vermont, controlling total depos-
its of $745 million, representing 15.6 percent of the
total deposits in commercial banking organizations in
the state.3 Howard is the third largest banking organi-
zation in Vermont, controlling $663 million in depos-
its, representing 13.9 percent of the total deposits in
commercial banking organizations in the state. Upon
consummation of the proposal and all planned dives-
titures, Banknorth would become the largest banking
organization in Vermont. It would control deposits of
approximately $1.4 billion, representing 29.5 percent
of the total deposits in commercial banking organiza-
tions in Vermont. Consummation of this proposal

1. Banknorth, a newly formed corporation, proposes to acquire all
of the outstanding voting shares of Old Banknorth and Howard
through an exchange of shares and a merger of each bank holding
company with and into Banknorth.

2. Old Banknorth has two bank subsidiaries: First Vermont Bank
and Trust Company, Brattleboro, Vermont, and Franklin-Lamoille
Bank, St. Albans, Vermont. Howard has three bank subsidiaries: The
Howard Bank, National Association, Burlington, Vermont; Wood-
stock National Bank, Woodstock, Vermont; and Granite Savings
Bank and Trust Company, Barre, Vermont. Old Banknorth also
indirectly controls a mortgage banking subsidiary. Banknorth has
chosen not to seek approval of that subsidiary’s activity and will
consequently forfeit its authority to conduct mortgage banking activ-
ities through a nonbank subsidiary.

3. State deposit data are as of March 31, 1989, and market deposit
data are as of June 30, 1987.

would not have a significant adverse effect upon the
concentration of commercial banking resources in any
relevant market.

Old Banknorth and Howard compete directly in the
following three Vermont banking markets: Barre-
Montpelier, Burlington-St. Albans, and Rutland., The
Board previously has indicated that thrift institutions
have become, or have the potential to become, impor-
tant competitors of commercial banks.4 In analyzing
the competitive factors in each of these markets, the
Board has considered the presence of a number of
savings banks,

In the Barre-Montpelier market, Old Banknorth is
the third largest of eight commercial banking organi-
zations, controlling $72.3 million in deposits, repre-
senting 15.4 percent of total deposits in commercial
banks in that market.5 Howard is the largest commer-
cial banking organization in the Barre-Montpelier mar-
ket, controlling $150.4 million in deposits, represent-
ing 32.1 percent of total deposits in commercial banks
in the market. Upon consummation of this proposai,
Banknorth would become the largest commercial
banking organization, controlling $222.7 million in
deposits, representing 47.5 percent of the market share
of commercial banks. Following consummation, seven
commercial banks and two savings banks would re-
main in the market. The concentration ratio of the four
largest commercial banking organizations in the Barre-
Montpelier market would increase 13 percentage
points to 93 percent and the Herfindahi-Hirschman

4. Midwest Financial Group, 75 FEDERAL RESERVE BULLETIN 386

(1989); CB&T Bancshares, Inc., 75 FEDERAL RESERVE BULLETIN 381
(1989); National City Corporation, 70 FEDERAL RESERVE BULLETIN
743 (1984), The Board previously has indicated that, when analyzing
the anticompetitive effects of a particular proposal, it may consider
the competitiveness of thrift institutions at a level greater than 50
percent of thrift deposits when appropriate. Fleer Financial Group,
Inc., 74 FEDERAL RESERVE BULLETIN 62 (1988); Hartford National
Corporation, 73 FEDERAL RESERVE BULLETIN 720 (1987). The con-
sideration of thrift competition at such a level is appropriate to the
competitive analysis of this proposal with respect to all the relevant
markets. All but one of the thrifts in these markets are state chartered
savings banks, empowered under Vermont law to exercise virtually
the same powers enjoyed by commercial banks. Vt. Stat. Ann. tit. 8,
& 606 (1988). These savings banks provide a full array of commercial
banking services in addition to offering traditional thrift products. For
example, these savings banks maintain commercial lending depart-
ments that employ several commercial lending officers, offer commer-
cial and industrial loans and commercial real estate loans, and offer
commercial demand deposit accounts. Moreover, the commercial
fending activities of savings banks in these markets are significant. For
savings banks in the relevant markets, the average ratio of commercial
and industrial loans (other than those secured by real estate) to total
assets is approximately 8.2 percent, well above the 2.5 percent
average for thrifts on a nationwide basis.

5. The Barre-Montpelier market is approximated by Washington
County, excluding the towns of Fayston, Waitsfield and Warren; and
with the addition of the towns of Groton, Hardwick, Stannard, and
Walden in Caledonia County and the towns of Chelsea, Orange,
Topsham, Washington and Williamstown in Orange County.
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Index (““HHI"’) would increase by 991 points to 2964.6

In order to mitigate the adverse competitive effects
on competition in this market that would otherwise
result from consummation of this proposal, Old
Banknorth has committed to divest on or before con-
summation of the merger two of its banking offices in
Barre-Montpelier to a party that does not compete in
this market.” In light of the facts of record, including
the divestiture plan, the number of competitors re-
maining in the market, and the competition offered by
savings banks in this market, the Board has concluded
that consummation of this proposal would not have a
significant adverse effect on competition in the Barre-
Montpelier market.

In the Rutland banking market, Banknorth would
become the largest of seven commercial banking or-
ganizations upon consummation of proposal.? Several
market characteristics mitigate the anticompetitive
effects of the proposal. Seven commercial banks and
three savings banks would remain in the market fol-
lowing consummation. The Rutland market also is

6. Under the revised Department of Justice Merger Guidelines,
49 Federal Register 26,823 (June 29, 1984), a market in which the
post-merger HHI is above 1800 is considered highly concentrated. In
such markets, the Department is likely to challenge a merger that
increases the HHI by more than 50 points. The Department has
informed the Board that a bank merger or acquisition generally will
not be challenged (in the absence of other factors indicating anticom-
petitive effects) unless the post-merger HHI is at least 1800 and the
merger increases the HHI by 200 points. The Justice Department has
stated that the higher than normal HHI thresholds for screening bank
mergers for anticompetitive effects implicitly recognize the competi-
tive effect of limited-purpose lenders and other non-depository finan-
cial entities.

7. The Board’s policy regarding divestitures intended to remedy
anticompetitive effects of a merger or acquisition proposal requires
that such divestitures must occur on or before consummation. Fleet
Financial Group, Inc., 74 FEDERAL RESERVE BULLETIN 62 (1988);
Barnett Banks of Florida, Inc., 68 FEDERAL RESERVE BULLETIN 190
(1982). Upon consummation of this proposal with planned divestitures
of these offices, which control deposits of $55.8 million, Banknorth
would become the largest commercial banking organization in the
market, controlling deposits of $166.8 million, representing 35.6
percent of the market. The four-firm concentration ratio would decline
3 points to 77 and the HHI would increase 225 points to 2116.
Assuming the inclusion in pro forma market concentration calcula-
tions of 100 percent of Barre-Montpelier market savings banks depos-
its, Banknorth’s market share would be 25.5 percent and the HHI
would increase by 116 points to 1720.

8. The Rutland banking market is approximated by Rutland County,
excluding the towns of Danby, Pawlet and Wells; and with the
addition of the town of Goshen in Addison County. Old Banknorth is
the third largest of eight commercial banking organizations in this
market, controlling $78.8 million in deposits, which represents 15.9
percent of the total deposits in commercial banks. Howard is the
fourth largest commercial banking organization, controlling $76.3
million in deposits, which represents 15.4 percent of the total deposits
in commercial banks. Following consummation, the four-firm concen-
tration ratio would increase 11 percentage points to 90 percent and the
HHI would increase 489 points to 2294. Assuming the inclusion in pro
Sorma market concentration calculations of 100 percent of the deposits
held by Rutland market savings banks, Banknorth would rank second
in the market, with a market share 22.9 percent. The four-firm
concentration ratio would increase 11 percentage points to 82 percent
and the HHI would increase 266 points to 1835.

relatively attractive for entry, as evidenced by the
1988 de novo establishment of a savings bank branch
in the market by an outside competitor. Moreover, the
Rutland market has exhibited a trend toward
deconcentration.® In light of the facts of record, in-
cluding the number of competitors remaining in the
market and the competition offered by savings banks
in this market, the Board concludes that consumma-
tion of this proposal would not have a significant
adverse effect on competition in the Rutland market.

In the Burlington-St. Albans market, Banknorth
would become the largest of seven commercial bank-
ing organizations.!® Following consummation, six
commercial banks and two savings banks would re-
main in the market. The Burlington-St. Albans market
also exhibits an attractiveness of entry that mitigates
possible anticompetitive effects of the proposal. The
market encompasses Vermont’s largest Metropolitan
Statistical Area and compares favorably to the rest of
the state in terms of population growth, per capita
household income, and total deposits per branch.!! In
addition, a de novo savings bank branch was estab-
lished in the market in 1988. In light of the facts of
record, including the number of competitors remaining
in the market and the competition offered by savings
banks in this market, the Board concludes that con-
summation of this proposal would not have a signifi-
cant adverse effect on competition in the Burlington-
St. Albans market.

The Board also has considered the effects of the
proposal on probable future competition in markets in
which Old Banknorth and Howard do not compete. In

9. The HHI for commercial banking organizations declined by 278
points between 1983 and 1987.

10. Based on facts of the record, including a recent market survey,
the former separate banking markets of Burlington and St. Albans
have been reconstituted into the new, combined market of Burlington-
St. Albans. The Burlington-St. Albans banking market is approxi-
mated by the Burlington Ranally Metropolitan Area, Franklin County,
and the towns of Monkton and Starksboro in Addison County; Bolton,
Buel’s Gore, Huntington, Underhill, and Westford in Chittenden
County; Alburg, Grand Isle, and Isle La Motte in Grand Isle County;
and Belvidere, Cambridge and Waterville in Lamoille County. Old
Banknorth is the fourth largest of seven commercial banking organi-
zations in this market, controlling $129.3 million in deposits, which
represents 11.5 percent of the total deposits in commercial banks.
Howard is the second largest commercial banking organization,
controlling $253.1 million in deposits, which represents 22.5 percent of
the total deposits in commercial banks. After consummation, the
four-firm concentration ratio would increase 7 percentage points to 93
percent and the HHI would increase 519 points to 2680. Assuming the
inclusion in pro forma market concentration calculations of 100
percent of the deposits of Burlington-St. Albans market savings
banks, Banknorth would rank first, with a market share of 29.3
percent, The four-firm concentration ratio would increase seven
points to 81 and the HHI would increase 216 points to 1880.

11. Between 1980 and 1986, population increased 7.8 percent in the
market compared to 5.8 percent in Vermont as a whole. In 1986, per
capita household income was $14,238 in the market versus $13,342 in
Vermont. Total deposits per banking office were $24.5 million in the
market versus $23.6 million in Vermont.
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light of the market concentration and the number of
probable future entrants into those markets, the Board
concludes that consummation of this proposal would
not have a significant adverse effect on probable future
competition in any relevant market.

The financial and managerial resources of Old
Banknorth and Howard and their subsidiaries are
consistent with approval. No additional debt will be
incurred in connection with the proposal. Consider-
ations relating to the convenience and needs of the
communities to be served by Banknorth’s proposed
subsidiary banks also are consistent with approval of
this application.

Accordingly, based on the foregoing and other facts
of the record, including Old Banknorth’s divestiture
commitments, the Board has determined that the
applications should be, and hereby are, approved. The
proposal shall not be consummated before the thirtieth
calendar day following the effective date of this Order,
or later than three months after the effective date of
this Order, unless such period is extended for good
cause by the Board or by the Federal Reserve Bank of
Boston, acting pursuant to delegated authority.

By order of the Board of Governors, effective
August 14, 1989,

This action was taken pursuant to the Board’s Rules
Regarding Delegation of Authority (12 C.F.R. 265.1a(c)) by a
committee of Board members. Voting for this action: Chair-
man Greenspan and Governors Kelley and LaWare.

JENNIFER J. JOHNSON
Associate Secretary of the Board

B.M.J. Financial Corp.
Bordentown, New Jersey

Order Approving Acquisition of Bank and
Membership in the Federal Reserve System

B.M.J. Financial Corp., Bordentown, New Jersey
(‘‘B.M.J. Financial’’), a bank holding company within
the meaning of the Bank Holding Company Act
(“‘BHC Act’’), has applied for the Board’s approval
under section 3(a)(3) of the BHC Act (12 U.S.C.
§ 1842(a)(3)) to acquire all of the voting shares of Bank
of Delaware Valley, Fairless Hills, Pennsylvania
(*‘Bank’), a de novo commercial bank. Bank also has
applied, pursuant to section 9 of the Federal Reserve
Act (12 U.S.C. § 321 et seq.), and section 208.4 of the
Board’s Regulation H (12 C.F.R. 208.4), to become a
member of the Federal Reserve System.

Notice of the application under the BHC Act, af-
fording interested persons an opportunity to submit
comments, has been given in accordance with section
3(b) of the BHC Act (54 Federal Register 24,593

(1989)). The time for filing comments has expired, and
the Board has considered the application and all
comments received in light of the factors set forth in
section 3(¢) of the BHC Act (12 U.S.C. § 1842(c)).

Section 3(d) of the BHC Act (12 U.S.C. § 1842(d)),
the Douglas Amendment, prohibits the Board from
approving an application by a bank holding company
to acquire a bank located outside of the bank holding
company’s home state, unless such acquisition is
“specifically authorized by the statute laws of the state
in which such bank is located, by language to that
effect and not merely by implication.” 12 U.S.C.
§ 1842(d).

In 1986, the Pennsylvania legislature authorized
reciprocal acquisitions of Pennsylvania banking insti-
tutions by out-of-state bank holding companies under
certain conditions.! New Jersey’s interstate banking
statute has been explicitly recognized by the Pennsyl-
vania legislature to be reciprocal with Pennsylvania’s
laws as the New Jersey law existed on March 31,
1986,2 and B.M.J. Financial’s proposal appears to
meet the conditions of Pennsylvania law.

B.M.J. Financial is the 15th largest commercial
banking organization in New Jersey, controlling de-
posits of $641 million, which represents approximately
.91 percent of the total deposits in commercial banking
organizations in the state.3

Bank, a de novo institution, is being organized as a
state-chartered member bank. It will provide a broad
range of commercial banking services in the Philadel-
phia/Trenton market.4 In view of the de novo status of
Bank and based upon the facts of record, the Board
concludes that the proposed transaction would have
no adverse effects on existing or future competition,
nor would it increase the concentration of resources in
any relevant market. In addition, the financial and

1. These conditions include:

(1) reciprocal acquisition rights for Pennsylvania bank holding

companies;

(ii) for acquisitions before March 4, 1990, location within a defined

region (which includes New Jersey) and 75 percent of the acquiring

bank holding company’s deposits within the defined region;

(iii) a limitation on the number of Pennsylvania institutions owned

by an out-of-state bank holding company to the number of institu-

tions permitted for a Pennsylvania bank holding company (currently
four); and

(iv) approval by the Pennsylvania Department of Banking. See,

7 Penn. Stat. § 116(b). The Board’s approval is conditional upon

B.M.J. Financial obtaining approval from the appropriate state

regulatory authorities.

2. 7 Penn. Stat. § 116(c)iv). There have been no substantive
amendments to New Jersey law that would affect this determination.

3. Deposit and asset data are as of December 31, 1988,

4. The Philadelphia/Trenton market is approximated by Bucks,
Chester, Delaware, Montgomery, and Philadelphia Counties, Penn-
sylvania; and Burlington, Camden, Gloucester, and Mercer Counties,
New Jersey. Bank's primary service area includes Falls Township,
Middletown, Lower Makefield, and Bristol Township, Pennsylvania.
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managerial resources of B.M.J. Financial and its sub-
sidiaries are consistent with approval,

In considering the convenience and needs of the
community to be served, the Board has taken into
account the record of B.M.J. Financial’s banks under
the Community Reinvestment Act (12 U.S.C. § 2901
et seq.) (““CRA™). The CRA requires that federal bank
supervisory agencies encourage financial institutions
to help meet the credit needs of the local communities
in which they operate consistent with the safe and
sound operation of such institutions. To accomplish
this end, the CRA requires the appropriate federal
supervisory authority to ‘‘assess the institution’s
record of meeting the credit needs of its entire com-
munity, including low- and moderate-income neigh-
borhoods, consistent with the safe and sound opera-
tion of the institution.”” The Board is required to ‘‘take
such record into account in its evaluation’’ of applica-
tions under section 3 of the BHC Act.

In this regard, the Board has received comments
from the Affordable Housing Coalition of Burling-
ton County, Inc., Mount Holly, New Jersey
(*‘Coalition’’).5 Coalition is a group of individuals
and organizations concerned about affordable hous-
ing. Coalition has alleged that the CRA records of
B.M.J. Financial’s lead bank, Bank of Mid-Jersey,
Bordentown, New Jersey (‘‘Mid-Jersey’’), and one
of its other subsidiary banks, Mount Holly State
Bank, Mount Holly, New Jersey (*‘“Mount Holly™"),
are deficient, particularly with regard to the banks’
participation in programs sponsored by the New
Jersey Mortgage and Finance Agency, FHA, FMHA,
and VA loan programs, support of community
reinvestment and community development, and ini-
tiatives to ascertain the credit needs of their sur-
rounding communities. Coalition also has challenged
the appropriateness of B.M.J. Financial’'s CRA
Statement and training programs. Finally, Coalition
claims B.M.J. Financial has participated in very
few isolated programs sponsored by non-profit
groups.

The Board has reviewed the CRA record of the
banks in accordance with its practice and procedure.
The Board notes that the three subsidiary banks of
B.M.J. Financial have received satisfactory CRA as-
sessments from their primary supervisory agencies.
There is no indication of any pattern of discrimination
by B.M.J. Financial’s bank subsidiaries. The primary

5. The League of Women Voters of the Moorestown Area, Moore-
stown, New Jersey, has filed a statement supporting this protest. The
Fair Lending Coalition of New Jersey, Newark, New Jersey, also
submitted a letter in support of this protest. In addition, the Fair
Lending Coalition submitted comments urging the Board to deny the
application on the same grounds as those submitted by Coalition.

bank supervisors have examined the CRA Statements
of the banks and have determined the Statements are
satisfactory. B.M.J. Financial’s banks have estab-
lished Advisory Boards to ascertain the credit needs of
their communities.

Mid-Jersey is an active participant in the New
Jersey Higher Education Assistance Agency in its
lending activities for student loans. Mid-Jersey also
holds municipal security obligations, which provide
financial assistance to local communities in New
Jersey. Mid-Jersey has received an award for its
participation in the Bordentown City-Farnsworth
Avenue Revitalization Program, a neighborhood
preservation program sponsored by the New Jersey
Department of Community Affairs. This program
provides interest-free loans and grants for the reno-
vation of business and residential real estate in the
City of Bordentown.

Mount Holly participates in loan programs spon-
sored by the New Jersey Mortgage Finance Agency,
Small Business Administration, and Guaranteed Stu-
dent Loan Association. In addition, Mount Holly
participates in a Burlington County sponsored small
business loan guarantee program. Mount Holly also
has provided construction loans to a builder of low-
cost housing. Additionally, Mount Holly has extended
credit to churches, synagogues, and local community
service organizations. Mount Holly’s awareness of the
credit needs of its community is maintained by direct
involvement with civic organizations and personal
contact between bank officers and government offi-
cials. Mount Holly has advised appropriate commu-
nity officials of its interest in participating in commu-
nity development programs in its community and is
involved in aspects of program planning and
implementation.6

In order to ensure B.M.J. Financial and its subsid-
iary banks continue to comply with the policies of the
CRA, an officer of B.M.J. Financial has been ap-
pointed to coordinate the CRA efforts of the banks to
ensure that every effort is made to ascertain the needs
of their communities. This will be in addition to the

6. The Board has previously recognized that participation in these
types of programs is an effective means for assuring that the services
of depository institutions reach low- and moderate-income segments
of the communities served by these institutions (see, e.g., Bank of
Ireland, 75 FEDERAL RESERVE BULLETIN 39, 41 (1989)), and recently
affirmed this position in the Community Reinvestment Act Statement
released jointly by the federal depository institutions regulatory
agencies on March 21, 1989. 54 Federal Register 13,742 (1989). As
noted in the Statement, federal agencies will continue to consider
favorably financial-institution leadership in concerted efforts to im-
prove low- and moderate-income areas in the community and partic-
ipation by financial institutions in public and private partnerships to
promote economic and community development efforts.
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Advisory Boards B.M.J. Financial already has in
place. B.M.J. Financial also will take steps to better
inform all individuals of the services offered by its
banks.

Finally, B.M.J. Financial has committed to explore
the possibility of lower than market mortgage and
home improvement loans.

On the basis of the record in this case, including the
past CRA performance of B.M.J. Financial and its
subsidiary banks and its commitments and plans for
future action, the Board concludes that considerations
relating to the convenience and needs of the commu-
nity to be served are consistent with approval.

Bank has applied under section 9 of the Federal
Reserve Act (12 U.S.C. § 321 et seq.), and section 208
of the Board’s Regulation H (12 C.F.R. 208.4), to
become a member of the Federal Reserve System
upon consummation of the acquisition. The Board has
considered the factors it is required to consider when
approving applications for membership pursuant to
section 9 of the Federal Reserve Act (12 U.S.C. § 322)
and section 6 of the Federal Deposit Insurance Act
(12 U.S.C. § 1816), and finds those factors to be
consistent with approval. Bank appears to meet all of
the criteria for admission to membership, including
capital requirements and considerations related to
management, character and quality. Accordingly,
Bank’s application to become a member of the Federal
Reserve System is approved.

On the basis of the entire record, including the
commitments of B.M.J. Financial, the section 3 appli-
cation to acquire control of Bank and the section 9
application to become a member of the Federal Re-
serve System are approved for the reasons summa-
rized above. This approval is conditional upon ap-
proval from the appropriate state regulatory
authorities. The proposal shall not be consummated
before the 30th calendar day following the effective
date of this Order, or later than three months after the
effective date of this Order, and Bank shall be open for
business not later than six months after the effective
date of this Order. The latter two periods may be
extended for good cause by the Board or the Federal
Reserve Bank of Philadelphia, pursuant to delegated
authority.

By order of the Board of Governors, effective
August 14, 1989,

This action was taken pursuant to the Board’s Rules
Regarding Delegation of Authority (12 C.F.R. 265.1a(c)) by a
committee of Board members. Voting for this action: Chair-
man Greenspan and Governors Kelley and LaWare,

JENNIFER J. JOHNSON
Associate Secretary of the Board

Equimark Corporation
Pittsburgh, Pennsylvania

Order Approving Acquisition of a Bank Holding
Company

Equimark Corporation (‘‘Equimark’’) and EquiMan-
agement, Inc. (‘‘EquiManagement’’), both of Pitts-
burgh, Pennsylvania (collectively ‘‘Applicants’’),
bank holding companies within the meaning of the
Bank Holding Company Act (the “‘BHC Act™’), have
applied for the Board’s approval under section 3 of
the BHC Act (12 U.S.C. § 1842) to acquire up to 42.4
percent of National Bancshares Corporation of
Texas, San Antonio, Texas (‘‘NBC’’),! and to con-
trol NBC through a management agreement ap-
proved by the FDIC and NBC that provides
Equimark and EquiManagement with certain general
control over the daily operations of NBC.

NBC, with total assets of approximately $2.2
billion,2 has 12 bank subsidiaries. The FDIC has
determined that the bank subsidiaries of NBC are in
danger of closing and is providing assistance to NBC
pursuant to section 13(c) of the Federal Deposit
Insurance Act, as amended (12 U.S.C. § 1823(c)).
The FDIC solicited offers for the acquisition of NBC
from qualified bidders. On July 21, 1989, the FDIC
selected Applicants’ bid for NBC, and advised that
Applicants had been selected as the winning bidder.
The FDIC recommended expeditious action on these
applications by the Board. The OCC has also recom-
mended approval of the transaction.

In view of this situation and the need for expeditious
action to protect the interest of NBC’s depositors, it
has been determined, pursuant to section 3(b) of the
BHC Act (12 U.S.C. § 1842(b)), section 225.14(h) of
the Regulation Y (12 C.F.R. 225.14(h)), and section
262.3(1) of the Board’s Rules of Procedure (12 C.F.R.
262.3(1)), to dispense with the notice provisions of the
BHC Act.

Under section 3(d) of the BHC Act (12 U.S.C.
§ 1842(d)), the Douglas Amendment, a bank holding
company generally may not be allowed to acquire
control of any bank located outside of the holding

1. Inconnection with these applications, LTL Acquisition Corporation, San
Antonio, Texas, has applied to become a bank holding company through the
acquisition of the twelve subsidiary banks of NBC. Equimark proposes to
acquire 32.4 percent of the voting shares of LTL. Acquisition Corporation and
EquiManagement proposes to acquire 10 percent of the voting shares of LTL
Acquisition Corporation.

2. Asset data are as of March 31, 1989.
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company’s principal state of operations.3 Applicants,
with approximately $3.5 billion in total assets as of
March 31, 1989, are bank holding companies that
principally operate in Pennsylvania for purposes of the
Douglas Amendment. As noted above, NBC is located
in Texas.

Effective January 1, 1987, Texas enacted an inter-
state banking statute that permits out-of-state bank
holding companies to acquire established Texas banks
and bank holding companies under certain conditions.
Action on these applications is specifically conditioned
on Applicants’ compliance with any and all applicable
laws of the State of Texas. Accordingly, the provisions
of section 3(d) of the BHC Act and of any relevant
state law will not bar approval of the proposed trans-
action.

In evaluating an application under section 3 of the
BHC Act, the Board is required to consider the
financial and managerial resources and future pros-
pects of the companies involved, the effect of the
proposal on competition, and the convenience and
needs of the communities to be served. Under the
proposal, Applicants will provide NBC with new man-
agement officials. The agreement in principle between
Applicants and the FDIC will recapitalize NBC, and
permit NBC to continue to provide a full range of
services to its customers.

Based on these and all of the other facts of record,
including the bid proposal made by Applicants and
accepted by the FDIC, and Applicants’ stated intent to
raise substantially more equity capital than the amount
of its investment in NBC, the financial and managerial
resources and future prospects of Applicants, their
subsidiaries, NBC and its subsidiaries are consistent
with approval of these applications. The benefits to the
convenience and needs of the communities in Texas of
maintaining NBC as a viable competitor in Texas
weigh in favor of approval of these applications.

Applicants have no banking offices in Texas and
have no nonbanking offices in any relevant market.
Accordingly, consummation of the proposal would not
increase the concentration of banking resources or
have any significant adverse effects on competition in
Texas or any other relevant market.

Based on the foregoing and all of the facts of record,
the General Counsel and the Staff Director of the
Division of Banking Supervision and Regulation have
determined, acting pursuant to authority specifically
delegated by the Board in this case, that the applica-

3. A bank holding company’s principal state of banking operations
is the state in which the operations of the bank holding company’s
banking subsidiaries were principally conducted on the later of July 1,
1966, or the date on which the company became a bank holding
company.

tions under section 3 of the BHC Act should be, and
hereby are, approved. This action is limited to ap-
proval of the transaction according to the terms and
conditions of Applicants’ bid as presented to the
Federal Reserve System, and any significant change in
those terms or conditions may require further review
by the Board.

The FDIC has informed the Board that expeditious
action on Applicants’ proposal is necessary in order
to permit Applicants to assume control of NBC and
continue to operate NBC as a viable competitor
serving its communities. In light of these and all the
facts of record in this case, the General Counsel and
the Staff Director of the Division of Banking Super-
vision and Regulation, acting pursuant to authority
delegated by the Board, have determined, in accord-
ance with section 11(b) of the BHC Act, that expe-
ditious action on these applications is necessary and
that Applicants may immediately acquire control of
NBC and may consummate their proposed invest-
ment in NBC on or after the fifth calendar day
following the effective date of this Order. The trans-
action shall not be consummated later than three
months after the effective date of this Order, unless
the period for consummation is extended for good
cause by the Board or the Federal Reserve Bank of
Cleveland under delegated authority.

By order, approved pursuant to authority delegated
by the Board, effective August 23, 1989.

WiLLiAM W. WILES
Secretary of the Board

First Interstate Bancorp
Los Angeles, California

First Interstate Bank of California
Los Angeles, California

Order Approving Acquisition of a Bank and Merger
of Banks

First Interstate Bancorp, Los Angeles, California, a
bank holding company within the meaning of the
Bank Holding Company Act (‘BHC Act”’), has
applied for the Board’s approval under section 3 of
the BHC Act (12 U.S.C. § 1842) to acquire all of the
voting shares of Bank of Alex Brown, Sacramento,
California, and Meridian National Bank, Concord,
California. In addition, First Interstate Bank of Cal-
ifornia, Los Angeles, California (‘‘First Interstate
Bank’’), a state member banking subsidiary of First
Interstate Bancorp, has applied for the Board’s ap-
proval under the Bank Merger Act (12 U.S.C.
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§ 1828(c)) to merge with Bank of Alex Brown under
the charter and title of First Interstate Bank.!

Notice of the applications under the BHC Act and
the Bank Merger Act, affording interested persons an
opportunity to submit comments, has been given in
accordance with the BHC Act, the Bank Merger Act,
and the Board’s Rules of Procedure (12 C.F.R.
262.3(b)) (54 Federal Register 11,076 (1989) and 54
Federal Register 24,751 (1989)). As required by the
Bank Merger Act, reports of the competitive effects of
the merger were requested from the United States
Attorney General, the Office of the Comptroller of the
Currency, and the Federal Deposit Insurance Corpo-
ration. The time for filing comments has expired, and
the Board has considered the applications and all
comments received in light of the factors and consid-
erations set forth in section 3(c) of the BHC Act and
the Bank Merger Act.

First Interstate Bancorp is the fourth largest of 420
banking organizations in California, controlling $16.4
billion in deposits, which represents 8.33 percent of
total deposits in commercial banks in the state.2 Bank
of Alex Brown and Meridian National Bank, com-
bined, rank 37th in California, with $340 million in
deposits, which represents 0.17 percent of total depos-
its in commercial banks in the state. Upon consumma-
tion of the proposed merger, First Interstate Bancorp
would remain the fourth largest commercial banking
organization in California, controlling $16.7 billion in
deposits, representing 8.5 percent of total deposits in
commercial banks in the state. Consummation of the
proposal would not have any significant adverse effect
on the concentration of banking resources in Califor-
nia.

Applicant competes with Bank of Alex Brown and
Meridian National Bank (together referred to as
““‘Banks’’) in the Sacramento, San Francisco-Oakland,
and Auburn banking markets in California.3 Applicant
is the third largest of 31 commercial banking organi-
zations in the Sacramento market, with deposits of
$377 million, representing 6.9 percent of total deposits

1. First Interstate Bank proposes to effect the merger through a
series of transactions. First, a wholly owned subsidiary of First
Interstate Bank will merge into Alex Brown Financial Group, the
parent bank holding company of Bank of Alex Brown and Meridian
National Bank. Immediately after the merger, Alex Brown Financial
Group will be dissolved and liquidated into First Interstate Bank, and
First Interstate Bank will transfer all of the outstanding shares of
Meridian National Bank to First Interstate Bancorp. Bank of Alex
Brown will then be merged into First Interstate Bank.,

2. Deposit, state ranking, and market data are as of June 30, 1987.

3. The Sacramento banking market is comprised of the Sacramento
Rand McNally Metropolitan Area (‘‘RMA’"). The San Francisco-
Oakland banking market is comprised of the San Francisco-Oakland
RMA. The Auburn banking market is comprised of the southwest
portion of Placer County around Auburn, which includes the cities of
Auburn, Foresthill, Lincoln, Colfax, and Meadow Vista in southwest
Placer County.

in commercial banks in the market (‘‘market depos-
its’’). On a combined basis, Banks would be the
seventh largest commercial banking organization in
the Sacramento market, with deposits of $154 million,
representing 2.8 percent of market deposits. Upon
consummation, Applicant would remain the third larg-
est commercial banking organization in the market,
controlling $531 million in deposits, or 9.7 percent of
market deposits. The Sacramento market is consid-
ered concentrated, with a Herfindahl-Hirschman In-
dex (“‘HHI’) of 1877, which would increase by 38
points to 1915 upon consummation of the proposal.4

Applicant is the third largest of 94 commercial
banking organizations in the San Francisco-Qakland
market, with deposits of $2.73 billion, representing 5.1
percent of market deposits. On a combined basis,
Banks would rank 31st in the San Francisco-Oakland
market, with deposits of $100 million, representing 0.2
percent of market deposits, Upon consummation, Ap-
plicant would remain the third largest commercial
banking organization in the market, controlling $2.83
billion in deposits, or 5.3 percent of market deposits.
The San Francisco-Oakland market is considered con-
centrated, with an HHI of 2085, which would increase
by 2 points to 2087 upon consummation.

Applicant ranks sixth out of seven commercial
banking organizations in the Auburn banking market,
with deposits of $16.6 million, representing 5.4 percent
of market deposits. On a combined basis, Banks would
be the fourth largest commercial banking organization
in the Auburn market, with deposits of $22.8 million,
representing 7.3 percent of market deposits. Upon
consummation, Applicant would become the fourth
largest commercial banking organization in the mar-
ket, controlling $39.4 million in deposits, or 12.7
percent of market deposits. The Auburn market is
considered concentrated, with an HHI of 2418, which
would increase by 79 points to 2497 upon consumma-
tion.

On the basis of the foregoing, the Board concludes
that consummation of the proposal would not have a
significant adverse effect on competition in any of
these markets or in any other relevant banking market.

4. Under the revised Department of Justice Merger Guidelines
(49 Federal Register 26,823 (June 29, 1984)), a market in which the
post-merger HHI is above 1800 is considered highly concentrated. In
suich markets, the Department of Justice is unlikely to challenge a
merger or acquisition if the increase in the HHI is less than SO points.
The Department of Justice has informed the Board that a bank merger
or acquisition generally will not be challenged (in the absence of other
factors indicating anticompetitive effects) unless the post-merger HHI
is at least 1800 and the merger increases the HHI by at least 200
points. The Department of Justice has stated that the higher than
normal HHI thresholds for screening bank mergers for anticompeti-
tive effects implicitly recognizes the competitive effect of limited
purpose lenders and other non-depository financial entities.
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The increase in concentration resulting from the pro-
posal in each market is minimal, and in each market, a
significant number of competitors would remain after
consummation. In addition, the presence of thrift
institutions in these markets further mitigates any
anticompetitive effects in the markets.5 The Board
also does not believe that the consummation of the
proposal would have a significant adverse effect on
probable future competition in any relevant market.

The Board has considered several factors that bear
on the assessment of financial factors in this case.
First, Applicant proposes to acquire Banks through a
cash purchase amounting to approximately $41 mil-
lion, which will result in only a slight lessening of the
overall capital strength of Applicant. Following the
acquisition of Banks, Applicant’s capital ratios will
remain above the minimum levels specified in the
Board’s Capital Adequacy Guidelines. Furthermore,
the Board notes that Applicant has issued $225 million
in perpetual preferred stock this year in order to
strengthen its capital position. Finally, Applicant
projects, and the Board expects Applicant to achieve,
continued improvement in its equity capital position.

Accordingly, on the basis of the above consider-
ations, the Board concludes that financial factors are
consistent with approval of this proposal. Managerial
resources, convenience and needs considerations, and
future prospects of Applicant and Banks are also
consistent with approval.

First Interstate Bank will acquire, as part of the
merger, Alex Brown Development Corporation
(‘‘ABDC”’), a wholly owned subsidiary of Bank of
Alex Brown. ABDC engages, through two joint ven-
tures, in real estate development activities authorized
by state law. These investments represent more than
five percent of the outstanding voting shares of the
joint ventures and involve the conduct of activities
that are not permissible under section 4 of the BHC

5. The Board has previously indicated that thrift institutions have
become, or have the potential to become, major competitors of
commercial banks. National City Corporation, 70 FEDERAL RESERVE
BULLETIN 743 (1984); NCNB Bancorporation, 70 FEDERAL RESERVE
BuLLETIN 225 (1984); General Bancshares Corporation, 69 FEDERAL
RESERVE BULLETIN 802 (1983); First Tennessee National Corpora-
tion, 69 FEDERAL RESERVE BULLETIN 298 (1983).

If 50 percent of the deposits controlled by thrift institutions were
included in the calculation of market concentration, Applicant and, on
a combined basis, Banks, would control 4.9 percent and 2.0 percent,
respectively, of market deposits in the Sacramento market. The HHI
for the Sacramento market would increase by 20 points to 1071 upon
consummation of the proposal. In the San Francisco-Oakland banking
market, Applicant would control 3.8 percent and Banks, on a com-
bined basis, would control 0.14 percent of market deposits. The HHI
for the San Francisco-Oakland market would increase by 1 point to
1204 upon consummation. In the Auburn banking market, Applicant
would control 3.3 percent and Banks, on a combined basis, would
control 4.5 percent of market deposits. The HHI for the Auburn
market would increase by 30 points to 1201 upon consummation.

Act.6 The investments also are not permissible under
section 225.22(d)(2) of Regulation Y (relating to activ-
ities conducted by nonbank subsidiaries of holding
company state banks), because the joint ventures are
not wholly owned by ABDC as required under that
regulation.” Accordingly, First Interstate Bank has
committed to divest these investments within two
years of the effective date of the merger.

Based on the foregoing and other facts of record, the
Board has determined that the applications under the
Bank Merger Act and section 3 of the BHC Act should
be, and hereby are, approved. The transactions shall
not be consummated before the thirtieth calendar day
following the effective date of this Order, or later than
three months after the effective date of this Order,
unless such period is extended for good cause by the
Board or by the Federal Reserve Bank of San Fran-
cisco, acting pursuant to delegated authority.

By order of the Board of Governors, effective
August 1, 1989,

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, and Kelley. Voting against this action:
Governor Angell. Absent and not voting: Governors Heller
and LaWare.

JENNIFER J. JOHNSON
Assaciate Secretary of the Board

Dissenting Statement of Governor Angell

Applicant’s proposal involves a cash acquisition that is
not supported through the issuance of new common
equity capital. While the acquisition is small in relation
to the size of Applicant, the acquisition contemplated
is the last in a series of cash acquisitions that in the
aggregate may not be considered de minimis. I recog-
nize that Applicant has raised some capital to
strengthen its overall capital position, and that Appli-
cant has projected further strengthening of its capital
position. I would not permit proposals such as this,
however, unless the applicant has taken or will take
action before consummation to raise additional com-
mon equity to offset the purchase price of the acqui-

6. Security Pacific Corporation, 72 FEDERAL RESERVE BULLETIN
800 (1986).

7. 12 C.F.R. 225.22(d)(2). The Board adopted this regulation in 1971
in the absence of evidence that acquisitions by holding company
banks were resulting in evasions of the purposes of the BHC Act.
Board Press Release dated May 13, 1971, 36 Federal Register 9292
(May 22, 1971). The Board, however, stated that it would review the
continued merits of the regulation from time to time in light of
experience in administering the BHC Act. Id. In December 1988, in
light of a number of developments, the Board asked for comment on
whether to retain or rescind this regulation. 53 Federal Register 48,915
(1988). The comment period on the proposal ended on April 28, 1989,
and the matter is under review by the Board.



Legal Developments 711

sition. I therefore am unable to agree with the Board’s
decision to approve this application.

August 3, 1989

F.N.B.A. Holding Company, Inc.
North Miami, Florida

Order Denying Formation of a Bank Holding
Company

F.N.B.A. Holding Company, Inc., North Miami, Flor-
ida ("“FNBA"’), has applied for the Board’s approval
pursuant to section 3(a)(1) of the Bank Holding Com-
pany Act (‘‘Act’’) (12 U.S.C. § 1841 et seq.), to be-
come a bank holding company by acquiring 100 per-
cent of the voting shares of First National Bank of
Arvada, Arvada, Colorado (‘‘Bank’’).

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
duly published (54 Federal Register 21,667 (1989)).
The time for filing comments has expired, and the
Board has considered the application and all com-
ments received in light of the factors set forth in
section 3(c) of the Act.

FNBA is a non-operating company formed for the
purpose of acquiring Bank. Bank is the 108th largest
commercial banking organization in Colorado, con-
trolling deposits of $42 million, representing less than
one percent of the total deposits in commercial bank-
ing organizations in the state.! Bank is the 34th largest
commercial banking organization in the Denver/Boul-
der banking market,? controlling less than one percent
of the total deposits in commercial banking organiza-
tions in the market.

In evaluating this application, the Board is required,
under section 3 of the Act, to consider the financial
and managerial resources of FNBA and Bank and the
effect of the proposed acquisition on the future pros-
pects of Bank and applicant organization. The Board
previously has stated that a bank holding company
should serve as a source of financial and managerial
strength to its subsidiary banks, and that the Board
would closely examine the condition of an applicant
and its subsidiaries in each case with this consider-
ation in mind.3

The Board notes that Bank is in weakened financial
condition and is in need of financial and managerial

1. State banking data and market data are as of December 31, 1987.

2. The Denver/Boulder banking market includes the Denver RMA
and the Boulder RMA.

3. See St. Croix Valley Bancshares, Inc., 75 FEDERAL RESERVE
BULLETIN 575 (1989).

support.4 In this regard, Bank’s capital position is not
consistent with capital adequacy quidelines after con-
sideration of all relevant factors. In the Board’s view,
the record does not support a finding that FNBA has
either the financial or managerial resources to support
Bank, particularly given its need for additional capital.
The proposal does not involve any addition to Bank’s
capital nor has FNBA submitted a plan to improve the
condition of Bank. In addition, as noted above, FNBA
is a non-operating holding company, and does not
appear to have sufficient resources itself to provide
financial assistance to Bank. In its examination of the
full record of this case, the Board has also reviewed
the financial resources of the principals of FNBA. This
review has not mitigated the Board’s concerns regard-
ing FNBA'’s inability to act as a source of financial
strength.

The Board also notes that the principals of FNBA
are private investors who do not have relevant expe-
rience in managing a bank. This deficiency is of
significance when, as in this case, the subsidiary is in
a weakened financial condition. These facts raise
concerns regarding the future prospects of Bank if
acquired by FNBA under its current proposal.’

Based on all of the facts of record in this case, the
Board finds that financial and managerial consider-
ations are not consistent with approval of the applica-
tion.

Considerations relating to competitive factors and
the convenience and needs of the community to be
served are consistent with, but are not sufficient to
warrant, approval of the application.

On the basis of the facts of record, the Board
concludes that the banking considerations involved in
this proposal present adverse factors bearing upon the
financial and managerial resources and future pros-
pects of FNBA and Bank. Such adverse factors are
not outweighed by any pro-competitive effects or by
significant benefits that would better serve the conve-
nience and needs of the community. Accordingly, it is
the Board’s judgment that approval of the application
would not be in the public interest and that the
application should be, and hereby is, denied.

4. In 1988, the shares of Bank were acquired by a bank subsidiary
of a large bank holding company (‘‘Company”’) in satisfaction of a
debt previously contracted. Since Company acquired Bank, Company
has been involved in the implementation of various policies and
procedures at Bank that have improved Bank’s lending function, and
has provided Bank with management guidance. Company has not
provided Bank with capital, however,

5. The Board has stated that the requirement that a bank holding
company act as a source of strength policy may be modified or delayed
in the case of a one bank holding company formation. However, no
exception can be made when, as in this case, the bank to be acquired
is in weakened condition. Policy Statement on the Assessment of
Financial Factors in the Formation of One Bank Holding Companies,
12 C.F.R. 225, appendix C.
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By order of the Board of Governors, effective Au-
gust 28, 1989,

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, Kelley, and LaWare.

JENNIFER J. JOHNSON
Associate Secretary of the Board

The Summit Bancorporation
Summit, New Jersey

Order Approving Acquisition of Shares of a Bank
Holding Company

The Summit Bancorporation, Summit, New Jersey
(‘‘Summit’’), a bank holding company within the
meaning of the Bank Holding Company Act (‘*‘BHC
Act”), has applied for the Board’s approval under
section 3(a)3) of the BHC Act, 12 U.S.C.
§ 1842(a)(3), to acquire up to 9.9 percent of the voting
shares of Central Jersey Bancorp, Freehold, New
Jersey (‘‘Central Jersey’’).

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
published (54 Federal Register 24,753 (1989)). The
time for filing comments has expired, and the Board
has considered the application and all comments re-
ceived, including comments submitted by Centrai Jer-
sey in opposition to this proposal, in light of the factors
set forth in section 3(c) of the BHC Act.

Central Jersey argues that this application should be
denied because it represents a minority investment by
a bank holding company in a bank or bank holding
company.! The Board, however, has previously ap-
proved the acquisition by a bank holding company of
less than a controlling interest in a bank, noting that
“‘nothing in section 3(c) of the [BHC] Act requires
denial of an application solely because a bank holding
company proposes to acquire less than a controlling
interest in a bank or bank holding company.’’? The

1. Additionally, Central Jersey expresses concerns about the man-
ner in which Summit has chosen to finance this acquisition and alleges
that this proposal may have an adverse effect on Summit’s financial
condition. Central Jersey also maintains that approval of this applica-
tion may encourage large and speculative investments that may
adversely affect the safety and soundness of other bank holding
companies. In addition, Central Jersey points out that although the
Board’s past authorizations of minority investments by bank holding
companies may be justified as a prelude to potential full acquisition,
Central Jersey contends that Summit appears to lack the financial
resources necessary to acquire all of the voting shares of Central
Jersey. The Board has reviewed this application in light of these
comments and concludes that these comments do not warrant denial
of this proposal, and that financial and managerial considerations
regarding Summit are consistent with approval.

2. Midlantic Banks, Inc., 70 FEDERAL RESERVE BULLETIN 776,
77677 (1984 )(acquisition of 24.9 percent of the voting shares of a bank

Board has also noted that the requirement in section
3(a)(3) of the BHC Act that the Board’s prior approval
be obtained before a bank holding company acquires
more than 5 percent of the voting shares of a bank also
suggests that Congress contemplated the acquisition
by bank holding companies of between 5 percent and
25 percent of the voting shares of banks. For these
reasons, the Board concludes that the purchase by
Summit of less than a controlling interest in Central
Jersey is not a factor that, by itself, justifies denial of
this application.3

Central Jersey also contends that approval of the
application would permit Summit to control Central
Jersey because no other shareholder owns more than 5
percent of the outstanding common stock of Central
Jersey, and the ownership interest by Summit would
allow it to block or approve certain extraordinary
transactions under the bylaws of Central Jersey.4 As
part of this proposal, Summit has made a number of
commitments to address this concern. In particular,
Summit has committed that it will not, without the
Board’s prior approval:

(1) exercise or attempt to exercise a controlling

influence over the management or policies of Cen-

tral Jersey or its bank subsidiary;

(2) have or seek to have any employees or repre-

sentative serve as an officer, agent or employee of

Central Jersey or its bank subsidiary;

(3) take any action causing Central Jersey or its bank

subsidiary to become a subsidiary of applicant;

(4) acquire or retain shares that would cause the

combined interest of applicant and its officers, di-

rectors and affiliates to equal or exceed 25 percent of

the outstanding voting shares of Central Jersey;

(5) propose a director or slate of directors in oppo-

sition to a nominee or slate of nominees proposed by

holding company). See, e.g., Comerica Inc., 69 FEDERAL RESERVE
BULLETIN 911 (1983)(acquisition of 21.6 percent of the voting shares
of a bank); State Street Boston Corporation, 67 FEDERAL RESERVE
BULLETIN 862, 863 (1981)(acquisition of 16.6 percent of the voting
shares of a bank holding company); Lincoln National Company, 63
FEDERAL RESERVE BULLETIN 405 (1977)(acquisition of 9.9 percent of
the voting shares of a bank); and First Piedmont Corporation, 59
FeDERAL RESERVE BULLETIN 456 (1973)(acquisition of 9.5 percent of
the voting shares of a bank).

3. The ability of Summit to purchase all of the voting shares of
Central Jersey is not an issue at this time. Summit has applied to
acquire up to a total of 9.9 percent of the voting shares of Central
Jersey. Any further investment by Summit in the voting shares of
Central Jersey would require Board approval. In addition, in the event
that Summit proposes otherwise to acquire control of Central Jersey in
the future, it must obtain the Board's prior approval. If Summit makes
such a proposal, the Board will at that time reexamine the effects of
the proposal under the factors set forth in section 3(c) of the BHC Act.

4. Based upon a review of Central Jersey's bylaws, it does not
appear that, with 9.9 percent of Central Jersey’s common shares,
Summit will be able to block or approve certain extraordinary
transactions under Central Jersey’s bylaws.
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the management or board of directors of Central
Jersey,

(6) attempt to influence the dividend policies or
practices of Central Jersey or its bank subsidiary;
(7) solicit or participate in soliciting proxies with
respect to any matter presented to the shareholders
of Central Jersey;

(8) attempt to influence the loan and credit decisions
or policies of Central Jersey and its bank subsidiary,
the pricing of services, any personnel decision, the
location of any offices, branching, the hours of
operation, or similar activities of Central Jersey and
its bank subsidiary;

(9) dispose or threaten to dispose of shares of
Central Jersey in any manner as a condition of
specific action or nonaction by Central Jersey;

(10) enter into any other banking or nonbanking
transactions with Central Jersey, except that appli-
cant may establish and maintain deposit accounts
with bank subsidiaries of Central Jersey, provided
that the aggregate balances of all such accounts do
not exceed $500,000 and that the accounts are
maintained on substantially the same terms as those
prevailing for comparable accounts of persons unaf-
filiated with Central Jersey; or

(11) seek or accept representation on the board of
directors of Central Jersey.

Summit also has committed not to take other action to
cause Central Jersey to become a subsidiary of Sum-
mit without prior Board approval.

Based on the facts of record and Summit’s commit-
ments, the Board has concluded that Summit would
not acquire control or the ability to exercise a control-
ling influence over Central Jersey upon consummation
of this proposal.

The Board’s inquiry does not end, however, with its
finding that Summit will not control Central Jersey.
The Board notes that noncontrolling interests in di-
rectly competing banks or bank holding companies
may raise serious questions under the BHC Act. The
Board has previously noted that one company need
not acquire control of another in order to substantially
lessen competition between them, and that the specific
facts of each case will determine whether the minority
investment in a company will be anticompetitive.5 In
this case, it is the Board’s judgment, based upon
careful analysis of the record, that no significant
reduction in competition is likely to result from the
acquisition. The record shows that there will be no
officer or director interlocks between Summit and
Central Jersey, that Summit intends the acquisition to

S. See Sun Banks, Inc., 71 FEDERAL RESERVE BULLETIN 243 (1985).

be a strictly passive investment, and that Summit is
prohibited by the BHC Act and its commitments from
acting in concert with any other entity for control of
Central Jersey. Moreover, as discussed below, even
were the Board to conclude that Summit would control
Central Jersey, the elimination of competition between
the two entities is not so substantial as to warrant
denial of the application. The record shows that Sum-
mit and Central Jersey operate in a highly competitive
market and each controls less than one percent of the
market’s deposits,

Summit is the seventh largest banking organization
in New Jersey, controlling deposits of $3.0 billion,
representing approximately 4.3 percent of the total
deposits in commercial banking organizations in the
state.® Central Jersey is the fourteenth largest com-
mercial banking organization in New Jersey, control-
ling deposits of $1.2 billion, representing approxi-
mately 1.7 percent of the total deposits in commercial
banking organizations in the state.

The subsidiary banks of Summit and Central Jersey
compete directly in the Metropolitan New York-New
Jersey banking market.” Summit and Central Jersey
each control less than one percent of the total deposits
in commercial banks in this market.8 The Metropolitan
New York-New Jersey banking market is unconcen-
trated, with a four-firm concentration ratio of 46.8
percent and a Herfindahl-Hirschman Index (‘“HHI’")
of 719, which would increase by | point to 720 upon
consummation of this proposal.®

The financial and managerial resources and future
prospects of Summit and Central Jersey and their
subsidiaries are consistent with approval of this appli-
cation. The Board concludes, after carefully consider-
ing the comments raised by Central Jersey and the
entire record in this case, that consummation of the
proposal would not have a material adverse effect on
the financial and managerial resources or future pros-
pects of Summit, Central Jersey, or their bank subsid-
iaries. In reaching this conclusion, the Board notes
that Central Jersey and its subsidiary are adequately
capitalized with satisfactory records of operations,

6. Statewide data are for commercial banking organizations as of

June 30, 1989,

7. The Metropolitan New York-New Jersey banking market in-
cludes New York City; Nassau, Orange, Putnam, Rockland, Suffolk,
Sullivan, and Westchester Counties in New York; Bergen, Essex,
Hudson, Hunterdon, Middlesex, Monmouth, Morris, Ocean, Passaic,
Somerset, Sussex, Union, and Warren Counties in New Jersey; and
parts of Fairfield County in Connecticut.

8. Data for the Metropolitan New York-New Jersey banking market
are for commercial banking organizations as of June 30, 1986.

9. Under the revised Department of Justice Merger Guidelines
(49 Federal Register 26,823 (June 29, 1984)), a market in which the
post-merger HHI is less than 1000 is considered to be unconcentrated.
In such markets, the Department of Justice will not challenge a merger
or acquisition except in extraordinary circumstances.
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and concludes that the record does not indicate that
the proposed acquisition by Summit would adversely
affect, in any material way, the capitalization or oper-
ations of Central Jersey.

Considerations relating to the convenience and
needs of the communities to be served by Summit’s
and Central Jersey’s subsidiary banks are consistent
with approval of this application.

Based on the foregoing and other facts of record,
and in reliance upon commitments made by Summit,
the Board has determined that the application should
be, and hereby is, approved. The transaction shall not
be consummated before the thirtieth calendar day
following the effective date of this Order, or later than
three months after the effective date of this Order,
unless such period is extended for good cause by the
Board or by the Federal Reserve Bank of New York,
acting pursuant to delegated authority.

By order of the Board of Governors, effective
August 28, 1989.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, Kelley, and LaWare.

JENNIFER J. JOHNSON
Associate Secretary of the Board

United Counties Bancorporation
Cranford, New Jersey

Order Approving Acquisition of Shares of a Bank
Holding Company

United Counties Bancorporation, Cranford, New Jer-
sey (‘‘United Counties’’), a bank holding company
within the meaning of the Bank Holding Company Act
(“‘BHC Act”), has applied for the Board’'s approval
under section 3(a)(3) of the BHC Act, 12 U.S.C.
§ 1842(a)(3), to acquire up to 9.9 percent of the voting
shares of Central Jersey Bancorp, Freehold, New
Jersey (“‘Central Jersey™’).

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
published (54 Federal Register 20,921 (1989)). The
time for filing comments has expired, and the Board
has considered the application and all comments re-
ceived, including comments submitted by Central Jer-
sey in opposition to this proposal, in light of the factors
set forth in section 3(c) of the BHC Act.

Central Jersey argues that this application should be
denied because it represents a minority investment by
a bank holding company in a bank or bank holding

company.! The Board, however, has previously ap-
proved the acquisition by a bank holding company of
less than a controlling interest in a bank, noting that
“‘nothing in section 3(c) of the [BHC] Act requires
denial of an application solely because a bank holding
company proposes to acquire less than a controlling
interest in a bank or bank holding company.’’2 The
Board has also noted that the requirement in section
3(a)(3) of the BHC Act that the Board’s prior approval
be obtained before a bank holding company acquires
more than 5 percent of the voting shares of a bank also
suggests that Congress contemplated the acquisition
by bank holding companies of between 5 percent and
25 percent of the voting shares of banks. For these
reasons, the Board concludes that the purchase by
United Counties of less than a controlling interest in
Central Jersey is not a factor that, by itself, justifies
denial of this application.3

Central Jersey also contends that approval of the
application would permit United Counties to control
Central Jersey because no other shareholder owns
more than 5 percent of the outstanding common stock
of Central Jersey, and the ownership interest by
United Counties would allow it to block or approve
certain extraordinary transactions under the bylaws of

1. Additionally, Central Jersey expresses concerns about the man-
ner in which United Counties has chosen to finance this acquisition
and alleges that this proposal may have an adverse effect on United
Counties’s financial condition. Central Jersey also maintains that
approval of this application may encourage large and speculative
investments that may adversely affect the safety and soundness of
other bank holding companies. In addition, Central Jersey points out
that although the Board’s past authorizations of minority investments
by bank holding companies may be justified as a prelude to potential
full acquisition, Central Jersey contends that United Counties appears
to lack the financial resources necessary to acquire all of the voting
shares of Central Jersey. The Board has reviewed this application in
light of these comments and concludes that these comments do not
warrant denial of this proposal, and that financial and managerial
considerations regarding United Counties are consistent with ap-
proval.

2. Midlantic Banks, Inc., 70 FEDERAL RESERVE BULLETIN 776,
776-77 (1984)(acquisition of 24.9 percent of the voting shares of a bank
holding company). See, e.g., Comerica Inc., 69 FEDERAL RESERVE
BuLLETIN 911 (1983 )(acquisition of 21.6 percent of the voting shares
of a bank); State Street Boston Corporation, 67 FEDERAL RESERVE
BULLETIN 862, 863 (1981)(acquisition of 16.6 percent of the voting
shares of a bank holding company); Lincoln National Company, 63
FEDERAL RESERVE BULLETIN 405 (1977)(acquisition of 9.9 percent of
the voting shares of a bank); and First Piedmont Corporation, 59
FEDERAL RESERVE BULLETIN 456 (1973)(acquisition of 9.5 percent of
the voting shares of a bank).

3. The ability of United Counties to purchase all of the voting shares
of Central Jersey is not at issue at this time. United Counties has
applied to acquire up to a total of 9.9 percent of the voting shares of
Central Jersey. Any further investment by United Counties in the
voting shares of Central Jersey would require Board approval. In
addition, in the event that United Counties proposes otherwise to
acquire control of Central Jersey in the future, it must obtain the
Board’s prior approval. If United Counties makes such a proposal, the
Board will at that time reexamine the effects of the proposal under the
factors set forth in section 3(¢) of the BHC Act.
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Central Jersey.® As part of this proposal, United
Counties has made a number of commitments to
address this concern. In particular, United Counties
has committed that it will not, without the Board’s
prior approval:
(1) exercise or attempt to exercise a controlling
influence over the management or policies of Cen-
tral Jersey or its bank subsidiary;
(2) have or seek to have any employees or repre-
sentative serve as an officer, agent or employee of
Central Jersey or its bank subsidiary;
(3) take any action causing Central Jersey or its bank
subsidiary to become a subsidiary of applicant;
(4) acquire or retain shares that would cause the
combined interest of applicant and its officers, di-
rectors and affiliates to equal or exceed 25 percent of
the outstanding voting shares of Central Jersey;
(5) propose a director or slate of directors in oppo-
sition to a nominee or slate of nominees proposed by
the management or board of directors of Central
Jersey;
(6) attempt to influence the dividend policies or
practices of Central Jersey or its bank subsidiary;
(7) solicit or participate in soliciting proxies with
respect to any matter presented to the shareholders
of Central Jersey;
(8) attempt to influence the loan and credit decisions
or policies of Central Jersey and its bank subsidiary,
the pricing of services, any personnel decision, the
location of any offices, branching, the hours of
operation, or similar activities of Central Jersey and
its bank subsidiary;
(9) dispose or threaten to dispose of shares of
Central Jersey in any manner as a condition of
specific action or nonaction by Central Jersey;
(10) enter into any other banking or nonbanking
transactions with Central Jersey, except that appli-
cant may establish and maintain deposit accounts
with bank subsidiaries of Central Jersey, provided
that the aggregate balances of all such accounts do
not exceed $500,000 and that the accounts are
maintained on substantially the same terms as those
prevailing for comparable accounts of persons unaf-
filiated with Central Jersey; or
(11) seek or accept representation on the board of
directors of Central Jersey.

United Counties also has committed not to take other
action to cause Central Jersey to become a subsidiary
of United Counties without prior Board approval.

4. Based upon a review of Central Jersey's bylaws, it does not
appear that, with 9.9 percent of Central Jersey’s common shares,
United Counties will be able to block or approve certain extraordinary
transactions under Central Jersey’s bylaws.

Based on the facts of record and United Counties’s
commitments, the Board has concluded that United
Counties would not acquire control or the ability to
exercise a controlling influence over Central Jersey
upon consummation of this proposal.

The Board’s inquiry does not end, however, with its
finding that United Counties will not control Central
Jersey. The Board notes that noncontrolling interests
in directly competing banks or bank holding compa-
nies may raise serious questions under the BHC Act.
The Board has previously noted that one company
need not acquire control of another in order to sub-
stantially lessen competition between them, and that
the specific facts of each case will determine whether
the minority investment in a company will be
anticompetitive.5 In this case, it is the Board’s judg-
ment, based upon careful analysis of the record, that
no significant reduction in competition is likely to
result from the acquisition. The record shows that
there will be no officer or director interlocks between
United Counties and Central Jersey, that United
Counties intends the acquisition to be a strictly passive
investment, and that United Counties is prohibited by
the BHC Act and its commitments from acting in
concert with any other entity for control of Central
Jersey. Moreover, as discussed below, even were the
Board to conclude that United Counties would control
Central Jersey, the elimination of competition between
the two entities is not so substantial as to warrant
denial of the application. The record shows that
United Counties and Central Jersey operate in a highly
competitive market and each controls less than one
percent of the market’s deposits.

United Counties is the sixteenth largest banking
organization in New Jersey, controlling deposits of
$924.9 million, representing approximately 1.3 percent
of the total deposits in commercial banking organiza-
tions in the state.® Central Jersey is the fourteenth
largest commercial banking organization in New Jer-
sey, controlling deposits of $1.2 billion, representing
approximately 1.7 percent of the total deposits in
commercial banking organizations in the state.

The subsidiary banks of United Counties and Cen-
tral Jersey compete directly in the Metropolitan New
York-New Jersey banking market.” United Counties
and Central Jersey each control less than one percent

5. See Sun Banks, Inc., 71 FEDERAL RESERVE BULLETIN 243 (1985).

6. Statewide data are for commercial banking organizations as of
June 30, 1989.

7. The Metropolitan New York-New Jersey banking market in-
cludes New York City; Nassau, Orange, Putnam, Rockiand, Suffolk,
Sullivan, and Westchester Counties in New York; Bergen, Essex,
Hudson, Hunterdon, Middiesex, Monmouth, Morris, Ocean, Passaic,
Somerset, Sussex, Union, and Warren Counties in New Jersey; and
parts of Fairfield County in Connecticut.
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of the total deposits of commercial banks in this
market.8 The Metropolitan New York-New Jersey
banking market is unconcentrated, with a four-firm
concentration ratio of 46.8 and a Herfindahl-
Hirschman Index (‘“‘HHI’’) of 719, which would in-
crease by | point to 720 upon consummation of this
proposal.®

The financial and managerial resources and future
prospects of United Counties and Central Jersey and
their subsidiaries are consistent with approval of this
application. The Board concludes, after carefully
considering the comments raised by Central Jersey
and the entire record in this case, that consummation
of the proposal would not have a material adverse
effect on the financial and managerial resources or
future prospects of United Counties, Central Jersey,
or their bank subsidiaries. In reaching this conclu-
sion, the Board notes that Central Jersey and its
subsidiary are adequately capitalized with satisfac-
tory records of operations, and concludes that the
record does not indicate that the proposed acquisi-
tion by United Counties would adversely affect, in
any material way, the capitalization or operations of
Central Jersey.

Considerations relating to the convenience and
needs of the communities to be served by United
Counties’s and Central Jersey’s subsidiary banks are
consistent with approval of this application.

Based on the foregoing and other facts of record,
and in reliance upon commitments made by United
Counties, the Board has determined that the applica-
tion should be, and hereby is, approved. The trans-
action shall not be consummated before the thirtieth
calendar day following the effective date of this
Order, or later than three months after the effective
date of this Order, unless such period is extended for
good cause by the Board or by the Federal Reserve
Bank of New York, acting pursuant to delegated
authority.

By order of the Board of Governors, effective
August 28, 1989.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, Kelley, and LaWare.

JENNIFER J. JOHNSON
Associate Secretary of the Board

8. Data for the Metropolitan New York-New Jersey banking market
are for commercial banking organizations as of June 30, 1986.

9. Under the revised Department of Justice Merger Guidelines
(49 Federal Register 26,823 (June 29, 1984)), a market in which the
post-merger HHI is less than 1000 is considered to be unconcentrated.
In such markets, the Department of Justice will not challenge a merger
or acquisition except in extraordinary circumstances.

Orders Issued Under Section 4 of the Bank
Holding Company Act

Citicorp
New York, New York

Order Granting Relief from Certain Conditions
Relating to the Operation of Subsidiary Savings
Associations

Citicorp, New York, New York (‘‘Citicorp’’), has
petitioned the Board for relief from certain conditions
imposed by the Board by Order on the operation of
Citicorp’s California, Florida and Illinois savings as-
sociation subsidiaries.! The conditions from which
Citicorp has requested relief (the so-called ‘‘tandem
operations conditions’”) provide that savings associa-
tions acquired by a bank holding company may not be
operated in tandem with any other subsidiary of the
bank holding company, and require approval by the
appropriate Federal Reserve Bank before the savings
association engages in any transactions with the bank
holding company or its other subsidiaries.2

Notice of the petition, affording interested persons
an opportunity to submit comments, has been pub-
lished (54 Federal Register 15,806 (1989)). The time for
filing comments has expired, and the Board has con-
sidered the petition and all comments received in light
of all relevant statutory factors.

The provisions of the Financial Institutions Re-
form, Recovery, and Enforcement Act of 1989
(*‘FIRREA’’), which became effective on August 9,
1989, require the Board to remove the tandem oper-
ations conditions as they apply to savings associa-
tions that are currently owned by bank holding
companies.3

Based on the provisions of FIRREA, its review of
the record, and in light of changed economic and
regulatory circumstances, the Board hereby grants
Citicorp’s request for relief from the tandem opera-
tions conditions as they apply to Citicorp’s savings
association subsidiaries. Transactions between Citi-
corp’s savings association subsidiaries and its bank
subsidiaries continue to be subject to the provisions of
sections 23A and 23B of the Federal Reserve Act
(12 U.S.C. §8 371c and 37lc-1), provisions of the
Bank Holding Company Act relating to tying arrange-

1. Citicorp (New Biscayne Federal Savings & Loan), 70 FEDERAL
RESERVE BULLETIN 157 (1984); Citicorp (First Federal Savings &
Loan Association), 70 FEDERAL RESERVE BULLETIN 149 (1984);
Citicorp (Fidelity Federal Savings & Loan Association), 68 FEDERAL
RESERVE BULLETIN 656 (1982).

2. The text of these conditions is set out in Appendix I to this Order.

3. Financial Institutions Reform, Recovery, and Enforcement Act
of 1989, Pub. L. No. 101-73, § 601, 103 Stat. 183, 408 (1989).
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ments (12 U.S.C. § 1971 et al.), as well as all other
applicable statutory provisions,

By order of the Board of Governors, effective
August 21, 1989,

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, Kelley, and LaWare.

JENNIFER J. JOHNSON
Associate Secretary of the Board

Appendix 1

(1) the savings associations be operated as separate,
independent, profit-oriented corporate entities and not
be operated in tandem with any other subsidiary of the
bank holding company. In order to carry out this
condition, the bank holding company and savings
associations would limit their operations so that:
(a) no banking or other subsidiary of the bank
holding company would link its deposit-taking activ-
ities to accounts at the savings associations in a
sweeping arrangement or similar arrangement;
(b) the savings associations would not directly or
indirectly solicit deposits or loans for any other
subsidiary of the bank holding company and the
bank holding company and its subsidiaries would
not solicit deposits or loans for the savings associa-
tions;
(2) to the extent necessary to insure independent
operation of the savings association and prevent the
improper diversion of funds, the savings associations
not engage in any transactions with the bank holding
company or its other subsidiaries without prior ap-
proval of the appropriate Federal Reserve Bank;

Compagnie Financiere de Suez
Paris, France

Banque Indosuez
Paris, France

Order Approving Acquisition of a General
Partnership Interest in an Investment Adviser

Compagnie Financiere de Suez and its wholly owned
subsidiary, Banque Indosuez, both of Paris, France
(collectively ‘‘Applicant’’), foreign banking organiza-
tions subject to the Bank Holding Company Act
(““BHC Act’’), have applied for the Board’s approval
under section 4(c)@8) of the BHC Act (12 U.S.C.
§ 1843(c)(8)) and section 225.23 of the Board’s Regu-
lation Y (12 C.F.R. 225.23), to acquire indirectly
through their de novo subsidiary, IndoSuez North
America Asset Management, Inc. (‘‘IndoSuez Asset

Management’’), a general partnership interest in
Daniel Breen & Company, L.P., Houston, Texas
(“‘Company’’), which will be a registered investment
adviser.! Applicant seeks to engage indirectly through
Company in the following activities which have been
approved by the Board for bank holding companies:
(1) providing portfolio investment advice and in-
vestment management services to institutions and
individuals pursuant to 12 C.F.R. 225.25(b)(4)(iii);
and
(2) serving as investment advisor to investment
companies pursuant to 12 C.F.R. 225.25(b)(4)(ii).

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
duly published (54 Federal Register 18,597 (1989)).
The time for filing comments has expired, and the
Board has considered the application and all com-
ments received in light of the public interest factors set
forth in section 4(c)(8) of the BHC Act.

Banque Indosuez, with total adjusted assets equiv-
alent to approximately $46.3 billion, is the 85th largest
banking organization in the world and the 8th largest
banking organization in France.? In the United States,
Applicant maintains branches in New York and Chi-
cago, agencies in Los Angeles and Houston, and an
Edge Corporation. Accordingly, Applicant is subject
to the nonbanking restrictions of section 4 of the BHC
Act as a bank holding company.

The Board has previously determined by regulation
that the investment advisory services that Applicant
proposes to conduct through IndoSuez Asset Manage-
ment are closely related to banking and permissible for
bank holding companies. 12 C.F.R. 225.25(b)4). Ap-
plicant and IndoSuez Asset Management propose to
conduct these activities pursuant to the requirements
of the Board’s regulations.

Prior decisions of the Board indicate a concern that
joint ventures could potentially lead to a matrix of
relationships between co-venturers that could break
down the legally mandated separation of banking and
commerce, create the possibility of conflicts of interest
and other adverse effects that the BHC Act was
designed to prevent, or impair or give the appearance
of impairing the ability of the banking organization to
function effectively as an independent and impartial

1. IndoSuez Asset Management will acquire a 40 percent general
partnership interest in Company. Company will assume the advisory
contracts of Daniel Breen & Company, which will no longer engage in
any activity other than holding a general partnership interest in
Company. IndoSuez Asset Management will have an option to pur-
chase the remaining partnership interests in Company over the next
six years.

2. Data are as of December 31, 1988.
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provider of credit.3 Further, joint ventures must be
carefully analyzed for any possible adverse effects on
competition and on the financial condition of the
banking organization involved in the proposal.

Daniel Breen & Company has stated that it will
engage only in holding its investment in Company.
Further, Applicant has committed to notify the Board
in the event that Daniel Breen & Company determines
to engage in any securities business that is impermis-
sible for a state member bank under the Glass-Steagall
Act, and to seek Board approval of Applicant’s reten-
tion of its interest in Company should the activities of
Daniel Breen & Company be inconsistent with the
Board’s Order approving this application.

In applications under section 4(c)(8) of the BHC
Act, the Board considers the financial condition and
resources of the applicant and its subsidiaries, and the
effects of the proposed transaction on those
resources.* In accordance with the principles of na-
tional treatment and competitive equality, the Board
has stated its expectation that a foreign bank meet the
same general standards of financial strength as domes-
tic bank holding companies and be able to serve as a
source of strength to its United States banking
operations.’ In considering applications of foreign
banking organizations, the Board has noted that for-
eign banks operate outside the United States in ac-
cordance with different regulatory and supervisory
requirements, accounting principles, asset-quality
standards, and banking practices and traditions, and
that these differences make it difficult to compare the
capital positions of domestic and foreign banks. In the
past, the Board has addressed the complex issues
involved in balancing these concerns in the context of
individual applications on a case-by-case basis, mak-
ing adjustments as appropriate to an applicant’s capital
to reflect differences in accounting treatment and
regulatory practices.

The Board recently has adopted a proposal to sup-
plement its consideration of capital adequacy with a
risk-based system that is simultaneously being pro-
posed by the member countries of the Basle Commit-

3. See, e.g., Independent Bankers Financial Corporation, 72 FED-
ERAL RESERVE BULLETIN 664 (1986); and Amsterdam-Rotterdam
Bank, N.V., 70 FEDERAL RESERVE BULLETIN 835 (1984).

4, 12 C.F.R. 225.24; Bayerische Vereinshank AG, 73 FEDERAL
RESERVE BULLETIN 155, 156 (1987).

5. Nippon Credit Bank, Ltd., 75 FEDERAL RESERVE BULLETIN 308
(1989); The Long-Term Credit Bank, 74 FEDERAL RESERVE BULLETIN
577 (1988); Sumitomo Trust & Banking Co., Ltd., 73 FEDERAL
RESERVE BULLETIN 749 (1987); Ljubljanska Banka-Associated Bank,
72 FEDERAL RESERVE BULLETIN 489 (1986); The Mitsubishi Trust and
Banking Corporation, 72 FEDERAL RESERVE BULLETIN 71 (1986); The
Mitsubishi Bank Limited, 70 FEDERAL RESERVE BULLETIN 518 (1984).
See also Policy Statement on Supervision and Regulation of Foreign
Based Bank Holding Companies, Federal Reserve Regulatory Service
9 4-835 (1979).

tee on Banking Regulations and Supervisory Practices
and the other domestic federal banking agencies.s The
Board considers the Basle Committee proposal an
important step toward a more consistent and equitable
international norm for assessing capital adequacy.
Until that framework becomes effective, however, the
Board will continue to evaluate applications involving
foreign banking organizations on a case-by-case basis
consistent with its prior precedent.

In this case, the Board notes that the primary capital
ratio of Banque Indosuez is below the minimum cap-
ital guidelines for United States multinational bank
holding companies. Banque Indosuez, however, meets
the 1990 interim risk-based guidelines, and its core
capital exceeds the 1992 minimum standard adopted
by the Basle Committee. In addition, Banque In-
dosuez proposes to raise additional equity capital by
year-end 1989, at which time its capital is projected to
meet primary and total capital guidelines. The Board
also notes that the application involves nonbanking
activities that generate fee income and that require a
small commitment of capital. In view of these and
other facts of record, the Board has determined that
financial factors are consistent with approval of the
application.

To approve the application, the Board must find that
Applicant’s performance of the activities in question
‘‘can reasonably be expected to produce benefits to
the public, such as greater convenience, increased
competition, or gains in efficiency, that outweigh pos-
sible adverse effects, such as undue concentration of
resources, decreased or unfair competition, conflicts
of interests, or unsound banking practices.”
12 U.S.C. § 1843(c)(8). Applicant does not currently
engage in investment advisory activities in the United
States. Accordingly, consummation of this proposal
would not result in decreased competition. Moreover,
Applicant’s proposal can be expected to result in an
increase in competition due to the financial support
provided by Applicant and the increased access of
customers to foreign markets.

In light of the facts of record and the commitments
offered by Applicant, the Board finds that the proposal
would not result in conflicts of interests or decreased
or unfair competition. There is also no evidence in the
record that indicates that Applicant’s proposal would
result in any undue concentration of resources, un-
sound banking practices or other adverse effects.

Based on the foregoing and other facts of record,
including the commitments made by Applicant, In-
doSuez Asset Management and shareholders of Com-
pany, the Board has determined that the balance of

6. 54 Federal Register 4186 (1989),
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public interest factors that it must consider under
section 4(c)(8) of the BHC Act is favorable. Accord-
ingly, the Board has determined that the application
should be, and hereby is, approved. This determina-
tion is subject to all of the conditions set forth in the
Board’s Regulation Y, including sections 225.4(d) and
225.23(b), and to the Board’s authority to require such
modification or termination of the activities of a bank
holding company or any of its subsidiaries as the
Board finds necessary to assure compliance with the
provisions and purposes of the BHC Act and the
Board’s regulations and orders issued thereunder, or
to prevent evasion thereof.

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

By order of the Board of Governors, effective
August 24, 1989.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, Kelley, and LaWare.

JENNIFER J. JOHNSON
Associate Secretary of the Board

The Long-Term Credit Bank of Japan, Limited
Tokyo, Japan

Order Approving Application to Conduct Investment
Advisory Activities

The Long-Term Credit Bank of Japan, Limited,
Tokyo, Japan (‘‘Applicant’’), a foreign bank subject
to the provisions of the Bank Holding Company Act
(the ““BHC Act’’), has applied, pursuant to section
4(c)(8) of the BHC Act (12 U.S.C. § 1843(c)(8)) and
section 225.21(a) of the Board’s Regulation Y
(12 C.F.R. 225.21(a)), for the Board’s approval to
acquire through its wholly owned subsidiary, LTCB
Capital Markets, Inc., Wilmington, Delaware
(“‘LCM™), 60 percent of the voting equity of LTCB-
MAS Investment Management, Inc., Bala-Cynwyd,
Pennsylvania (*‘Company’’), a de novo company that
proposes to engage in investment advisory activities
that are permissible for bank holding companies
under section 225.25(b)(4) of the Board’s Regulation
Y (12 C.F.R, 225.25(b)(4)). The remaining 40 percent
of Company would be acquired by Miller, Anderson
& Sherrerd, Bala-Cynwyd, Pennsylvania (‘‘MAS’’).

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been

duly published (54 Federal Register 24,261 (1989)).
The time for filing comments has expired, and the
Board has considered the application and all com-
ments received in light of the factors set forth in
section 4(c)(8) of the BHC Act.

Applicant is the twentieth largest banking organi-
zation worldwide and the twelfth largest in Japan,
controlling total consolidated assets of approxi-
mately U.S. $184.5 billion.! Applicant is a registered
bank holding company by virtue of its ownership of
LTCB Trust Company, New York, New York, a
state-chartered trust company the deposits of which
are insured by the Federal Deposit Insurance Corpo-
ration. In addition, Applicant maintains a branch
in New York, New York, a limited branch in Chi-
cago, Illinois, and an agency in Los Angeles, Cali-
fornia.

MAS is a limited partnership currently engaged in
providing discretionary money management services
to corporate and governmental pension plans, en-
dowment funds, foundations, and other tax-exempt
institutional investors in the United States. Almost
all of MAS’s revenues are derived from providing
investment advisory services that would be permis-
sible for bank holding companies.?

The Board has previously determined by regula-
tion that the investment advisory services that Ap-
plicant proposes to conduct through Company are
closely related to banking and permissible for bank
holding companies. 12 C.F.R. 225.25(b)(4). Appli-
cant and Company propose to conduct these activi-
ties pursuant to the requirements of the Board’s
regulations. The Board must also find that the pro-
posed acquisition ‘‘can reasonably be expected to
produce benefits to the public . . . that outweigh the
possible adverse effects, such as undue concentra-
tion of resources, decreased or unfair competition,
conflicts of interests, or unsound banking practices.”
12 U.S.C. § 1843(c)(8).

In prior decisions, the Board has expressed con-
cern that joint ventures could potentially lead to a
matrix of relationships between co-venturers that
could break down the legally mandated separation of
banking and commerce, create the possibility of
conflicts of interest, and other adverse effects that
the BHC Act was designed to prevent, or impair or
give the appearance of impairing the ability of the
banking organization to function effectively as an

1. All banking data are as of March 31, 1989.

2. MAS also sponsors the MAS Pooled Trust Fund (the “*Fund’’}, a
diversified investment company, which accounts for a small portion of
MAS’s business and assets under management.
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independent and impartial provider of credit.? Fur-
ther, joint ventures must be carefully analyzed for
any possible adverse effects on competition and on
the financial condition of the banking organization
involved in the proposal.

In prior cases involving joint ventures between bank
holding companies and firms generally engaged in
securities activities not authorized for bank holding
companies, the Board has relied upon a series of
commitments to address these potential adverse ef-
fects. These commitments are designed to separate the
activities of the joint venture from those of the non-
banking co-venturer. See Amsterdam-Rotterdam
Bank, N.V., 70 FEDERAL RESERVE BULLETIN 835
(1984). In this case, Applicant has made a number of
commitments similar to those that the Board has relied
upon in other cases. The commitments are designed to
ensure a separation between the joint venture and
MAS’s activities related to the Fund. Applicant also
has committed to apply for the Board’s approval to
retain its interest in Company if MAS expands its
activities beyond its current investment advisory ac-
tivities. If required by the Board in such circum-
stances, Applicant will cause LCM to divest its inter-
est in Company. Under the circumstances of this case,
and in view of the fact that most of the activities of
MAS are permissible for bank holding companies, the
Board finds these commitments are sufficient to ad-
dress its concerns with potential adverse effects asso-
ciated with the joint venture.

With regard to the competitive factors, two of
Applicant’s affiliates currently compete with MAS in
the United States. LTCB Trust Company offers in-
vestment advisory services primarily to institutional
Japanese customers. Applicant anticipates that these
accounts will be transferred to Company. Greenwich
Asset Management, Inc., Greenwich, Connecticut
(*‘GAM”’), an indirect subsidiary of Applicant, en-
gages in investment advisory services primarily with
respect to U.S. Treasury securities, and futures and
options on financial instruments. Following consum-
mation of the proposal, GAM would continue to
provide these services. The portion of the market for
investment and advisory services controlled by each
of these companies is small, and the market for these
services is highly competitive and served by numerous
competitors. In light of these facts, consummation of
this proposal would not significantly reduce competi-
tion or result in any other significantly adverse effects
on competition in any relevant market.

3. See, e.g., Amsterdam-Rotterdam Bank, N.V., 70 FEDERAL
RESERVE BULLETIN 835 (1984); The Fuji Bank, Ltd., 75 FEDERAL
RESERVE BULLETIN 577 (1989); and The Maybaco Company and
Equitable Bancorpation, 60 FEDERAL RESERVE BULLETIN 375 (1983).

In every case involving a nonbanking acquisition by
a bank holding company under section 4 of the BHC
Act, the Board considers the financial condition and
resources of the applicant and its subsidiaries and the
effect of the transaction on these resources.4 In ac-
cordance with the principles of national treatment and
competitive equity, the Board has stated that it ex-
pects a foreign bank to meet the same general stan-
dards of financial strength as domestic bank holding
companies and to be able to serve as a source of
strength to its United States banking operations.5 In
considering applications of foreign banking organiza-
tions, the Board has noted that foreign banks operate
outside the United States in accordance with different
regulatory and supervisory requirements, accounting
principles, asset quality standards, and banking prac-
tices and traditions, and that these differences have
made it difficult to compare the capital positions of
domestic and foreign banks. The Board, however,
recently adopted a proposal to supplement its consid-
eration of capital adequacy with a risk-based system
that is simultaneously being proposed by the member
countries of the Basle Committee on Banking Regula-
tions and Supervisory Practices and the other domes-
tic federal banking agencies.6 The Japanese Ministry
of Finance in April of last year acted to implement for
Japanese banking organizations the risk-based capital
framework developed by the Basle Committee. The
Board considers the Basle Committee proposal an
important step toward a more consistent and equitable
international standard for assessing capital adequacy.

In this case, the primary capital ratio of Applicant,
as publicly reported, is well below the minimum level
specified in the Board’s Capital Adequacy Guidelines.
After making adjustments to reflect Japanese banking
and accounting practices, however, including consid-
eration of a portion of the unrealized appreciation in
Applicant’s portfolio of equity securities consistent
with the principles in the Basle capital framework,

4. 12 C.F.R. 225.24; The Fuyji Bank, Limited, 75 FEDERAL RESERVE
BULLETIN 94 (1989); Bayerische Vereinsbank AG, 73 FEDERAL RE-
SERVE BULLETIN 155, 156 (1987).

5. See Toyo Trust and Banking Co., Lid., 74 FEDERAL RESERVE
BULLETIN 623 (1988); Tuiyo Kobe Bank, 74 FEDERAL RESERVE
BuULLETIN 621 (1988); The Long-Term Credit Bank of Japan, Limited,
74 FEDERAL RESERVE BULLETIN 573 (1988); The Sanwa Bank, Lim-
ited, 74 FEDERAL RESERVE BULLETIN 578 (1988); Sumitomo Trust &
Banking Co., Ltd., 73 FEDERAL RESERVE BULLETIN 749 (1987);
Ljubljanska Banka-Associated Bank, 72 FEDERAL RESERVE BULLE-
TIN 489 (1986); The Mitsubishi Trust and Banking Corporation, 72
FEDERAL RESERVE BULLETIN 256 (1986); The Industrial Bank of
Japan, Ltd., 72 FEDERAL RESERVE BULLETIN 71 (1986); The Mitsub-
ishi Bank, Limited, 70 FEDERAL RESERVE BULLETIN 518 (1984). See
also, Policy Statement on Supervision and Regulation of Foreign-
Based Holding Companies, Federal Reserve Regulatory Service
9 4-835 (1979).

6. 54 Federal Register 4186 (1989).
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Applicant’s capital ratio meets United States stan-
dards.

The Board also has considered several additional
factors that mitigate its concern in this case. The
Board notes that the application involves nonbanking
activities that require a small commitment of capital
and that Applicant is in compliance with the capital
and other financial requirements of Japanese banking
organizations. Since Japan is a signatory to the Basle
Accord, it can be expected to ensure compliance by its
banks with the risk-based capital standards by 1992,

Based on these and other facts of record, the Board
concludes that financial considerations are consistent
with approval of the application.

Consummation of Applicant’s proposal may be ex-
pected to provide increased convenience to Com-
pany’s customers and gains in efficiency. Accordingly,
the Board has determined that performance of the
proposed activities by Company can reasonably be
expected to produce benefits to the public.

For these reasons, and in reliance on the commit-
ments offered in this case, the Board believes that the
proposal is not likely to result in decreased or unfair
competition, conflicts of interests, unsound banking
practices, concentration of resources or other adverse
effects, and that the balance of public interest factors
that the Board is required to consider under section
4(c)(8) of the BHC Act is favorable. Accordingly, the
Board has determined that the application should be,
and hereby is, approved. In approving this application,
the Board has relied on all the commitments made by
Applicant, Company and MAS. This determination is
also subject to all the conditions set forth in the
Board’s Regulation Y, including those in sections
225.4(d) and 225.23(b), and to the Board’s authority to
require such modification or termination of the activ-
ities of a bank holding company or any of its subsid-
iaries as the Board finds necessary to assure compli-
ance with the provisions and purposes of the BHC Act
and the Board’s regulations and orders issued there-
under, or to prevent evasion thereof.

The proposed activity shall be commenced not 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 New
York, acting pursuant to delegated authority.

By order of the Board of Governors, effective
August 28, 1989,

Voting for this action: Chairman Greenspan, and Gover-
nors Johnson, Angell, Kelley, and LaWare. Voting against
this action: Governor Seger.

JENNIFER J. JOHNSON
Associate Secretary of the Board

Dissenting Statement of Governor Seger

I dissent from the Board’s action in this case. I believe
that foreign banking organizations whose primary cap-
ital, based on U.S. accounting principles, is below the
Board’s minimum capital guidelines for U.S. banking
organizations have an unfair competitive advantage in
the United States over domestic banking organiza-
tions. In my view, such foreign organizations should
be judged against the same financial and managerial
standards, including the Board’s capital adequacy
guidelines, as are applied to domestic banking organi-
zations. The majority concludes that Applicant’s pri-
mary capital meets United States standards. To do so,
however, the majority makes adjustments that are not
available for United States banks under guidelines that
have not yet become effective for U.S. or foreign
banking organizations.

August 28, 1989

Michigan National Corporation
Farmington Hills, Michigan

Order Granting Relief from Certain Conditions
Relating to the Operation of a Subsidiary Savings
Association

Michigan National Corporation, Farmington Hills,
Michigan (‘‘Michigan National’’), has petitioned the
Board for relief from certain conditions imposed by
the Board by Order on the operation of Michigan
National’s savings association subsidiary, Beverly
Hills Federal Savings Bank, Beverly Hills, California.t
The conditions from which Michigan National has
requested relief (the so-called ‘‘tandem operations
conditions’’) provide that savings associations ac-
quired by a bank holding company may not be oper-
ated in tandem with any other subsidiary of the bank
holding company, and require approval by the appro-
priate Federal Reserve Bank before the savings asso-
ciation engages in any transactions with the bank
holding company or its other subsidiaries.?

The provisions of the Financial Institutions Re-
form, Recovery, and Enforcement Act of 1989
(““‘FIRREA’’), which became effective on August 9,
1989, require the Board to remove the tandem oper-
ations conditions as they apply to savings associa-
tions that are currently owned by bank holding
companies.?

1. See Michigan National Corporation, 75 FEDERAL RESERVE
BULLETIN 88 (1989).

2. The text of these conditions is set out in Appendix I to this Order.

3. Financial Institutions Reform, Recovery, and Enforcement Act
of 1989, Pub. L. No. 101-73, § 601, 103 Stat. 183, 408 (1989).



722 Federal Reserve Bulletin [J October 1989

Based on the provisions of FIRREA, its review of
the record, and in light of changed economic and
regulatory circumstances, the Board hereby grants
Michigan National’s request for relief from the tan-
dem operations conditions as they apply to its sav-
ings association subsidiary. Transactions between
Michigan National’s savings association subsidiary
and its bank subsidiaries continue to be subject
to the provisions of sections 23A and 23B of the
Federal Reserve Act (12 U.S.C. §§ 371c and 371c-1),
provisions of the Bank Holding Company Act
relating to tying arrangements (12 U.S.C. § 1971
et al.), as well as all other applicable statutory
provisions.

By order of the Board of Governors, effective
August 21, 1989,

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, Kelley, and LaWare.

JENNIFER J. JOHNSON
Associate Secretary of the Board

Appendix 1

(1) the savings associations be operated as separate,
independent, profit-oriented corporate entities and
not be operated in tandem with any other subsidiary
of the bank holding company. In order to carry out
this condition, the bank holding company and sav-
ings associations would limit their operations so that:
(a) no banking or other subsidiary of the bank
holding company would link its deposit-taking ac-
tivities to accounts at the savings associations in a
sweeping arrangement or similar arrangement;
(b) the savings associations would not directly or indi-
rectly solicit deposits or loans for any other subsidiary
of the bank holding company and the bank holding
company and its subsidiaries would not solicit deposits
or loans for the savings associations;
(2) to the extent necessary to insure independent
operation of the savings association and prevent the
improper diversion of funds, the savings associations
not engage in any transactions with the bank holding
company or its other subsidiaries without prior ap-
proval of the appropriate Federal Reserve Bank;

APPLICATIONS APPROVED UNDER BANK MERGER ACT

By the Secretary of the Board

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

System, Washington, D.C. 20551.

Applicant

Effective

Bank(s) date

Sovran Bank/Central South,
Nashville, Tennessee

Sovran Bank/Hickman County,
Centerville, Tennessee

August 23, 1989

Sovran Bank/Eastern,
Oak Ridge, Tennessee
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APPLICATIONS APPROVED UNDER BANK HOLDING COMPANY ACT

By Federal Reserve Banks

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

request to the Reserve Banks.

Section 3

Applicant

Bank(s)

Reserve
Bank

Effective
date

Abbott Bank Group, Inc.,
Alliance, Nebraska

American Bancorp of Ponca
City, Inc.,
Ponca City, Oklahoma
Bancpal, Inc.,
Palatine, Illinois
Bank Maryland Corp.,
Towson, Maryland

Bryan Bancorp of Georgia, Inc.,

Richmond Hill, Georgia

CB&T Bancshares, Inc.,
Columbus, Georgia

TB&C Bancshares, Inc.,
Columbus, Georgia

FBC Holding Company, Inc.,
Crestview, Florida

First National Bank of Blue
Island Employee Stock
Ownership Trust,
Blue Island, Illinois

Fourth Financial Corporation,
Wichita, Kansas

F & P Bancshares Inc.,
Lexington, Kentucky

Gold Bancshares, Inc.,
Seneca, Kansas

Horizon Bancorp, Inc.,
Bethesda, Maryland

Iowa Financial Bancorporation,
Minneapolis, Minnesota

Litchville State Bank Holding
Company,
Litchville, North Dakota

Bridgeport Banshares, Inc.,
Bridgeport, Nebraska
Hemingford Banshares, Inc.,
Hemingford, Nebraska
Hyannis Banshares, Inc.,
Hyannis, Nebraska
American National Bank,
Ponca City, Oklahoma

Bank of Palatine,
Palatine, Illinois

Heritage International Bank, Inc.,
Bethesda, Maryland

Bryan Bank & Trust,
Richmond Hill, Georgia

Vanguard Banks, Inc.,
Valparaiso, Florida

First Bank of Crestview,
Crestview, Florida
Great Lakes Financial
Resources, Inc.,
Blue Island, Illinois

Exchange Holding, Inc.,
El Dorado, Kansas
First Bancorp of Springfield, Inc.,
Springfield, Kentucky
Comanche Bancshares, Inc.,
Coldwater, Kansas
Oketo Bancshares, Inc.,
Marysville, Kansas
GOLDCrest Bank,
Bethesda, Maryland
First National Bank of Oelwein,
Oelwein, lowa
BP Corporation,
Minneapolis, Minnesota
Litchvilie State Bank,
Litchville, North Dakota

Kansas City

Kansas City

Chicago
Richmond
Atlanta

Atlanta

Atlanta

Chicago

Kansas City

St. Louis

Kansas City

Richmond

Chicago

Minneapolis

August 10, 1989

August 9, 1989

August 9, 1989
August 18, 1989
August 11, 1989

August 8, 1989

August 4, 1989

August 11, 1989

July 31, 1989

July 27, 1989

August 14, 1989

August 14, 1989

July 31, 1989

August 2, 1989
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Section 3—Continued

. Reserve Effective
Applicant Bank(s) Bank date
Mackinaw Valley Financial First Security Bank, Chicago August 11, 1989
Services, Inc., Mackinaw, Illinois
Mackinaw, Illinois
Marshall & Ilsley Corporation, First National Bank of Cudahy, Chicago August 4, 1989
Milwaukee, Wisconsin Cudahy, Wisconsin
Mercantile Bancshares, Inc., North Arkansas Bancshares, Inc., St. Louis July 27, 1989
Jonesboro, Arkansas Jonesboro, Arkansas
Mammoth Investment and Credit
Corporation, Inc.,
Mammoth Spring, Arkansas
Merchant Bank Corporation, The Merchant Bank of Atlanta, Atlanta August 21, 1989

Atlanta, Georgia
Merchant House,
Santa Ana, California
Miami Corporation,
Chicago, Illinois
Minonk Bancshares, Inc.,
Minonk, Illinois
North Linn Corporation,
Coggon, Iowa
Oelwein Bancorporation,
Minneapolis, Minnesota

ONBANCorp, Inc.,
Syracuse, New York
PINNACLE BANC GROUP,
Inc.,
QOak Brook, Illinois
Plainview Holding Company,
Plainview, Nebraska

Security Exchange Bancorp.,
Inc.,
Duncan, Oklahoma

South Banking Company,
Alma, Georgia

SouthTrust Corporation,
Birmingham, Alabama

Stone County National
Bancshares, Inc.,
Crane, Missouri

Teton Bancshares, Inc.,
Fairfield, Montana

Atlanta, Georgia

PNB Financial Group,
Newport Beach, California

Northwest Financial Corp.,
Chicago, Illinois

Citizens Group, Inc.,
Toluca, Illinois

Linn County State Bank,
Coggon, Iowa

Iowa Financial Bancorporation,

Minneapolis, Minnesota
Iowa State Savings Bank,
Clinton, Iowa
Onondaga Savings Bank,
Syracuse, New York
S B H Corp.,
Silvis, Illinois

Farmers National Bank,
Pilger, Nebraska
Deshler State Company,
Deshler, Nebraska
American National Bank of
Duncan,
Duncan, Oklahoma
Georgia Peoples Bankshares,
Inc.,
Baxley, Georgia

Florida Community Banks, Inc.,

Bonifay, Florida

Florida Central Banks, Inc.,
Chipley, Florida

Stone County National Bank,
Crane, Missouri

Choteau Bancorporation, Inc.,
Choteau, Montana

San Francisco
Chicago
Chicago
Chicago

Chicago

New York

Chicago

Kansas City

Kansas City

Atlanta

Atlanta

St. Louis

Minneapolis

August 10, 1989
August 21, 1989
July 27, 1989
July 31, 1989

July 31, 1989

August 14, 1989

July 31, 1989

August 1, 1989

August 4, 1989

August 18, 1989

August 14, 1989

July 25, 1989

August 24, 1989
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Section 3—Continued

Applicant

Bank(s)

Reserve
Bank

Effective
date

Wilkinson Banking Corporation,
Greenwood, Arkansas

Withee Bank Shares, Inc.,
Withee, Wisconsin

Section 4

Farmers Bank,
Greenwood, Arkansas

State Bank of Withee,
Withee, Wisconsin

St. Louis

Chicago

Tuly 28, 1989

August 8, 1989

Applicant

Nonbanking
Activity/Company

Reserve
Bank

Effective
date

Barclays PLC,
London, England
Barclays Bank PLC,
London, England
BayBanks, Inc.,
Boston, Massachusetts
Chemical Banking Corporation,
New York, New York
Manufacturers Hanover
Corporation,
New York, New York

National Westminster Bank PLC,

London, England
NatWest Holdings, Inc.,
New York, New York
Northeast Bancorp, Inc.,
New Haven, Connecticut
The Bank of New York
Company, Inc.,
New York, New York
The Chase Manhattan
Corporation,
New York, New York
The Hongkong and Shanghai
Banking Corporation,
Hong Kong, B.C.C.
Kellett NV,
Curacao, Netherlands Antilles
HSBC Holdings BV,
Amsterdam, the Netherlands
Marine Midland Banks, Inc.,
Buffalo, New York
Comerica Incorporated,
Detroit, Michigan

First Bank System, Inc.,
Minneapolis, Minnesota

Home Interstate Bancorp,
Signal Hill, California

Logansport Bancorp, Inc.,
Indianapolis, Indiana

to engage in data processing and
related activities

Bloomfield Mortgage
Corporation,
Southfield, Michigan
Swanson Insurance Associates,
Billings, Montana
Bancorp Capital Group, Inc.,
Signal Hill, California
Skyline Village,
Corunna, Indiana

New York

Chicago

Minneapolis
San Francisco

Chicago

August 14, 1989

July 31, 1989

August 11, 1989
August 11, 1989

July 27, 1989
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Section 3—Continued

Applicant

Nonbanking
Activity/Company

Reserve Effective
Bank date

Security Pacific Corporation,

Los Angeles, California Corporation,

General Electric Capital

San Francisco  August 21, 1989

Stamford, Connecticut

Society for Savings Bancorp, Inc., CADRE, Inc.,

Hartford, Connecticut

Avon, Connecticut

Boston August 15, 1989

APPLICATIONS APPROVED UNDER BANK MERGER ACT

By Federal Reserve Banks

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

request to the Reserve Banks.

Applicant

Bank(s)

Reserve Effective
Bank date

BancFirst,

Oklahoma City, Oklahoma Tahlequah,

The Liberty State Bank of

Kansas City July 27, 1989

Tahlequah, Oklahoma

First Bank of Crestview,
Crestview, Florida

First Community Bank, Inc.,
Princeton, West Virginia

First Interim Bank,
Crestview, Florida

Cherry River National Bank,
Richwood, West Virginia

Atlanta August 4, 1989

Richmond July 28, 1989

PENDING CASES INVOLVING THE BOARD OF GOVERNORS

This list of pending cases does not include suits against the Federal Reserve Banks in which the Board of

Governors is not named a party.

CB&T Bancshares, Inc. v. Board of Governors, No.
89-1394 (D.C. Cir., filed June 21, 1989).

MCorp v. Board of Governors, No. 89-1677 (S.D.
Tex. filed May 2, 1989).

Independent Insurance Agents of America, Inc. v.
Board of Governors, No. 89-4030 (2d Cir., filed
March 9, 1989).

Securities Industry Association v. Board of Governors,
No. 89-1127 (D.C. Cir. filed February 16, 1989).

American Land Title Association v. Board of Gover-
nors, No. 88-1872 (D.C. Cir., filed December 16,
1988).

MCorp v. Board of Governors, No. CA3-88-2693-F
(N.D. Tex., filed October 28, 1988).

White v. Board of Governors, No. CU-S-88—623-RDF
(D. Nev., filed July 29, 1988).

VanDyke v. Board of Governors, No. 88-5280 (8th
Cir., filed July 13, 1988).

Baugh v. Board of Governors, No. C88-3037 (N.D.
Towa, filed April 8, 1988).

Bonilla v. Board of Governors, No. 88-1464 (7th Cir.,
filed March 11, 1988).

Cohen v. Board of Governors, No. 88-1061 (D.N.J.,
filed March 7, 1988).

The Chase Manhattan Corporation v. Board of Gov-
ernors, No. 87-1333 (D.C. Cir., filed July 20, 1987).

Lewis v. Board of Governors, Nos. 87-3455, 87-3545
(11th Cir., filed June 25, Aug. 3, 1987).
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NotE. The following tables may have some
discontinuities in historical data for some series
beginning with the March 1989 issue: 1.10, 1.17,
1.20, 1.21,1.22, 1.23, 1.24, 1.25, 1.26, 1.28, 1.30,
1.31,1.32,1.35, 1.36, 1.37, 1.39, 1.40, 1.41, [ .42,

143,145, 146,147,148, 1.50,1.53,1.54, 1.55,
1.56,2.11,2.14, 2.15, 2.16, 2.17, 3.14, and 3.21.
For a more detailed explanation of the changes,
see the announcement on pages 288-89 of the
April 1989 Butiretin.
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Money Stock and Bank Credit A3

1.10 RESERVES, MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES
Annual rates of change, seasonally adjusted in percent’
1988 1989 1989
Monetary and credit aggregates
Q3 Q4 Q1 Q2 Mar. Apr.” May June’ Suly
Reserves of depository institutions®
T Total. oo 3.1 -.8 —4.2 -8.7 —8.1 -7.8 —14.6 -8.0 7.2
2 Required . ... 2.9 -1.5 —4.4 -7.6 —4.3 4.3 -20.0 —5.5 6.0
3 Nonborrowed 1.3 53 0 —10.2 —14.9 -17.9 -3.2 -3.4 24.2
4 Monetary base” ......... . .. i 6.5 4.8 4.6 1.5 4.6 3 —-1.5 3.1 4.0
Conc ems of money, liguid assets, and debr?
SMILo oo . 5.2 23 —.4 -5.6 ") -4.8 —~15.1 —4.7 1.0
6 M2, 3.8 36 1.8 1.0 3.5 N ~-3.6 6.0 12.5
7 5.6 4.8 3.7 2.7 6.5 2.2 -1.5 54 9.6
8 L 7.1 5.4 48 316 8.7 4.5 ~1.1 4 n.d
9 8.6 9.1 8.2 7.5 7.5 7.2 7.6 6.9 n.a
101 33 4.1 2.6 33 53" 2.6 3 9.5 13.0
11 122 9.0 10.3" 8.9 16.9" 7.6 5.9 34 -7
Time and savings deposits
Commercial banks
12 8avings’ .o e 7.9 4.0 —3.7 —14.2 -10.8 —19.1 -20.4 ~-6.6 34
13 Small-denomination time® gon 1.6 18.0 22.5 29.0 28.6 34.3 28.3 120 7.5
t4 Large-denomination time™( 8.2 13.0 18.1 179 23.0 2.2 10.1 2.0 5.6
Thrift inst;tutions
15 Savings ... 2.1 -2.5 =77 —19.0 -10.7 —25.6 —26.3 =9.1 ~5.5
16  Small-denomination time 5.4 6.6 4.3 14.1 3.4" 17.4 22.5 15.4 2.0
17 Large-denomination time’ 39 8.0 1.3 59 -3 12.5 8.0 2.0 -8.3
Debt components*
8 7.1 7.8 7.7 6.6 2.5 S.1 29 3.2 n.a.
19 9.1 9.5 8.4 7.8 59 79 9.1 8.0 n.a,

1. Unless otherwise noted, rates of change are calculated from average
amounts outstanding in preceding month or quarter.

2. Figures incorporate adjustments for discontinuities associated with the
implementation of the Monetary Control Act and other regulatory changes to
reserve requirements. To adjust for discontinuities due to changes in reserve
requirements on reservable nondeposit liabilities, the sum of such required
reserves Is subtracted from the actual series. Similarly‘ in adjusting for discon-
tinuities in the monetary base, required clearing balances and adjustments to
compensate for float also are subtracted from the actual series.

3. The monetary base not adjusted for discontinuities consists of total
reserves plus required clearing balances and adjustments to compensate for float
at Federal Reserve Banks plus the currency component of the money stock less
the amount of vault cash holdings of thrift institutions that is included in the
currency component of the money stock plus, for institutions not having required
reserve balances, the excess of current vault cash over the amount applied to
satisfy current reserve requirements. After the introduction of contemporaneous
reserve requirements (CRR), currency and vault cash figures are measured over
the weekly computation period ending Monday.

Before CRR, all components of the monetary base other than excess reserves
are seasonally adjusted as a whole, rather than by component, and excess
reserves are added on a not seasonally adjusted basis. After CRR, the seasonally
adjusted series consists of seasonally adjusted total reserves, which include
excess reserves on a not seasonally adjusted basis, plus the seasonally adjusted
currency component of the money stock plus the remaining items seasonally
adjusted as a whole.

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

ML (1) currency outside the Treasury, Federal Reserve Banks, and the vaults
of deposlmry institutions; (2) travelers checks of nonbank issuers; (3) demand
deposits at all commercial banks other than those due to deposnory institutions,
the U.S. government, and foreign banks and official institutions less cash items in
the process of collection and Federal Reserve float; and (4) other checkable
deposits (OCD) consisting of negotiable order of withdrawal (NOW) and auto-
matic transfer service (ATS) accounts at depusltnry institutions, credit union
share draft accounts, and demand deposits at thrift institutions,

M2: M1 plus overnight (and contmumg contract) repurchase agreements (RPs)
issued by all commercial banks and overnight Eurodollars issued to U.S. residents
by foreign branches of U.S. banks worldwide, Money Market Deposit Accounts
(MMDAs), savmgs and small-denomination time deposits (time deposits—includ-
ing retail RPs—in amounts of less than $100,000), and balances in both taxable and
tax-exempt general purpose and broker- dealer money market mutual funds.
Excludes individual retirement accounts (IRA) and Keogh balances at depository

institutions and money market funds. Also excludes all balances held by U.S.
commercial banks, money market funds {general purpose and broker-dealer),
foreign governments and commercial banks, and the U.S. government.

M3: M2 plus large-denomination time deposits and term RP liabilitics (in
amounts of 5100,000 or more) issued by commercial banks and thrift institutions,
term Eurodollars held by U.S. residents at foreign branches of U.S. banks
worldwide and at all banking offices in the United Kingdom and Canada, and
balances in both taxable and tax-exempt, institution-only money market mutual
funds. Excludes amounts held by depository institutions, the U.S. government,
money market funds, and foreign banks and official institutions. Also subtracted
is the estimated amount of overnight RPs and Eurodollars held by institution-only
money market mutual funds.

1. M3 plus the nonbank public holdings of U.S. savings bonds, short-term
‘Treasury securities, commercial paper and bankers acceptances, net of money
market mutual fund holdings of these assets.

Debt: Debt of domestic nonfinancial sectors consists of outstanding credit
market debt of the U.S. government, state and local governments, and private
nonfinancial sectors. Private debt consists of corporate bonds, mortgages, con-
sumer credit (including bank loans), other bank loans, commercial paper, bankers
acceptances, and other debt instruments. The source of data on domestic
nonfinancial debt js the Federal Reserve Board’s flow of funds accounts. Debt
data are based on monthly averages. Growth rates for debt reflect adjustments for
discontinuities over time in the levels of debt presented in other tables.

S. Sum of overnight RPs and Rurodollars, money market fund balances
(general purpose and broker-dealer), MMDAs, and savings and small time
deposits less the estimated amaunt of demand deposits and vault cash held by
thrift institutions to service their time and savings deposit liabilities.

6. Sum of large time deposits, term RPs, and Eurodollars of U.S. residents,
money market fund balances (institution-only), less a consolidation adjustment
that represents the estimated amount of overnight RPs and Furodollars held by
institution-only money market mutual funds.

7. Excludes MMDAs.

8. Smali-denomination time deposits—including retail RPs—are those issued
in amounts of less than $100,000. All IRA and Keogh accounts at commercial
banks and thrifts are subtracted from small time deposits.

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

10. Large-denomination time deposits at commercial banks less those held by
money market mutual funds, depository institutions, and foreign banks and
official institutions.
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1.11 RESERVES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT

Millions of dollars

Momhlff averages of
y

Weekly averages of daily figures for week ending

daily figures
Factors 1989 1989
May June” July June 14 June 21 June 28 July S July 12 July 19 July 26
SuPPLYING RESERVE FUNDS
1 Reserve Bank credit ...................... 267,629 | 263,924 | 262,096 | 259,907 262,225 | 271,098 | 267,270 | 266,156 | 260,162 | 259,481
2 U.S. government securities’, ., .......... 234,995 | 227,688 222,972 | 225,637 224,643 231,898 229,392 227,176 | 221,426 | 219,753
3 Bought outright...................... 230,783 227,291 222,812 | 225,637 224,643 230,621 228,967 226,467 221,426 | 219,753
4 Held under repurchase agreements, . ... 4,212 397 160 [ 0 1,277 425 709 4] 0
5 Federal agency obligations.............. 8,387 6,754 6,674 6,654 6,654 6,987 6,750 6,816 6,654 6,609
6 Bought outright..............o.es. 6,654 6,654 6,637 6,654 6,654 6,654 6,654 6,654 6,654 6,609
7 Held under repurchase agreements. . .. . 1,733 100 37 0 0 333 96 162 [} 1}
8 AcceplanCes............ciiiiiiiininiin 0 0 0 0 0 0 0 0
9 Loans 1,717 1,495 685 2,255 939 992 773 661 687 675
10  Float 801 1,279 742 1,266 1,611 1,564 314 1,163 522 850
11 Other Federal Reserve assets ........... 21,729 26,709 31,024 24,094 28,378 29,657 30,041 30,340 30,873 31,595
12 GO SIOCK? .. vrie e 11,061 11,061 11,066 11,060 11,061 11,061 11,064 11,067 11,066 ,
13 Special drawing rights certificate account . .. 6,703 8,518 8,518 8,518 8,518 8,518 8,518 8,518 8,518 8,518
14 Treasury currency outstanding ............ 19,049 19,188 19,245 19,181 19,191 19,201 19,211 19,221 19,239 19,253
ABSORBING RESERVE FunDs
1S Currency in circulation 245,574 | 247,860 | 249,824 | 248,280 | 247,710 | 247,298 | 249,619 251,361 250,131 248,853
16 Treasury cash holdings 486 488 466 490 488 486 475 473 464 464
Deposits, other than reserve balances, with
Federal Reserve Banks
17 TreaSUTY.....evuvinvriniiieninneneenin 14,126 10,072 6,067 5,397 9,274 18,343 11,214 6,308 5,158 5,025
18 FOTeign....oovovviiiiiiiiiiiiianannes 227 251 229 253 242 215 249 236 210 210
19 Service-related balances and
adjustments ... 1,855 1,924 1,970 1,778 1,929 1,957 2,302 2,102 1,673 1,996
20 Other.. ... .uviiiiauarneroiiineenenns 528 303 262 253 298 328 239 226 228 318
21 Other Federal Reserve liabilities and
capital oL 8,480 8,101 8,029 8,261 8,170 8,217 8,166 8,331 7,915 7,818
22 Reserve balances wjith Federal
Reserve Banks®...................... 33,166 33,692 34,085 33,953 32,885 33,033 33,798 35,923 33,207 33,633
End-of-month figures Wednesday figures
1989 1989
May June” July June 14 | June 21 June 28 Juty § July 12 July 19 July 26
SuPPLYING RESERVE FUNDs
23 Reserve Bank cvedit ...................... 256,669 | 269,037 | 259,145 | 262,688 | 268,271 271,518 | 263,390 | 273,579 | 258,897 | 260,027
24 U.S. government securities'............. 223,535 | 231,767 | 218,676 | 227,654 | 230,162 231,062 | 224,359 { 233,198 | 219,810 | 219,897
25 Bought outright................... .| 223,535 | 231,767 | 218,676 | 227,654 | 230,162 231,062 | 224,359 | 228,237 219,810 | 219,897
26 Held under repurchase agreements. . ... i} [i] 1} 0 0 0 0 4,961 0 0
27  Federal agency obligations........... . 6,654 6,654 6,609 6,654 6,654 6,654 6,654 7,791 6,654 6,600
28 Bought outright...................... 6,654 6,654 6,609 6,654 6,654 6,654 6,654 6,654 6,654 6,609
29 Hekf under repurchase agreements. . . .. 0 0 ¢ 0 0 0 0 1,137 0 (1]
30 Acceplances..........c.iiiiiiaaenen . Q Q g 0 0 0 0 0 0 0
31 Loans . 2,033 841 594 2,384 832 1,759 665 687 632 622
32 Float 2,064 —203 351 1,701 1,640 1,338 1,322 1,060 1,233 805
33 Other Federal Reserve assets ........... 22,383 29,978 32,915 24,295 28,983 30,705 30,390 30,843 30,569 32,094
34 Gold stock? ....,........ e eiiaiaaaas K 11,063 Kk K 11,061 11,062 11,066 11,066 11,067 11,067
35 Special drawing rights certificate account. .. 8,518 8,518 8,518 8,518 8,518 8,518 8,518 8,518 8,518 8,518
36 Treasury currency outstanding ............ 19,073 19,211 19,309 19,181 19,191 19,201 19,211 19,221 19,239 19,253
ABSORBING RESERVE FUNDs
37 Currency in circulation. .................. 247,525 249,139 | 248,637 | 248,164 | 247,489 | 247,936 | 250,933 251,209 | 249,646 | 248,655
38 Treasury cash holdings? .................. 488 474 451 490 487 481 475 464 455
Deposits, other than reserve balances, with
Federal Reserve Banks
39  Treasury.. 5,288 12,153 5,312 5,281 19,822 19,244 6,751 5,431 4,984 4,925
40 Foreign... 429 275 371 293 203 287 215 184 242 200
41 Service-rel
adjustments .. 1,616 1,616 1,592 1,616 1,598 1,598 1,600 1,591 1,588 1,588
42 Other.........coviiiiiiiiiiinenninnn. 524 229 236 242 267 327 228 206 254 483
43 Other Federal Reserve liabilities and
capital .. ... 7,513 8,178 8,693 8,078 7,984 7,962 7.898 8,071 7,655 7,590
44 Reserve balances wjith Federal
Reserve Banks®. ..............cvvees 33,553 35,765 32,747 L 37,280 29,190 32,463 34,085 45,227 32,887 34,967
|
1. Includes securities loaned—fully guaranteed by U.S. government securities Research and Statistics, Banking Section. .
pledged with Federal Reserve Banks—and excludes any securities sold and 3. Excludes required clearing balances and adjust to cc for

scheduled to be bought back under matched sale-purchase transactions. X

2. Revised for periods between October 1986 and April 1987. At times during
this interval, outstanding gold certificates were inadvertently in excess of the gold
stock. Revised data not included in this table are available from the Division of

float.

NotE. For amounts of currency and coin held as reserves, see table 1.12.

Components may not add to totals because of rounding.



Money Stock and Bank Credit A5

1.12 RESERVES AND BORROWINGS Depository Institutions'

Millions of dollars

Monthly averages®
Reserve classification 1986 1987 1988 1989
Dec. Dec Dec. Jan Feb. Mar. Apr. May June July
1 Reserve baldmets with Reserve Banks? ...... ... 37,360 37,673 37,830 36,475 32,834 34,623 35,841 33,199 33,852 33,904
2 Total vault cash” ..................... 24,077 26,185 27,197 28,376 29,776 27,059 26,746 27,166 27,151 27.851
3 Vault®. 22,199 24,449 25,909 26,993 27,859 25,589 25,456 25,712 25,735 26,352
4 Surplus ..... 1,878 1,736 1,288 1,383 1,917 1,470 1,290 1,454 1,416 1‘50()
5 Total reserves®. .. 59,560 62,123 63,739 63,468 60,693 60,212 61,288 58,911 59,587 60,255
6 Required reserves ., 58,191 61,094 62,699 62,323 59,539 59,255 60,511 57,881 58,682 59,290
7 Excess reserve balances at CLAP 1,369 1,029 1,040 1,145 1,154 957 776 1,031 905 966
8 Total borrowings at Reserve Banks ............ 827 777 1,716 1,662 1,487 1,813 2,289 1,720 1,490 694
9  Seasonal borrowings at Reserve Bémks . o 38 93 130 76 97 139 213 345 431 497
10 Extended credit at Reserve Banks®. . ......... 303 483 1,244 1,046 1,050 1,334 1,707 1,197 917 106
Biweekly averages of daily figures for weeks ending
1989

Apr. 19 May 3 May 17 | May 31 June 14 | June 28 | July 127 | July 26 Aug. 9 Aug. 23

11 Reserve balanccjs with Reserve Banks? ......... 36,239 35,863 33,864 31,964 34,608 32,950 34,866 33,410 32,977 32,627
12 Total vault cash” .. ................... 26,339 27,106 26,644 27,701 26,607 27,630 27,607 27,948 28,166 28,852
13 Vault*, o 25,174 25,723 25,352 26,071 25,301 26,104 26,191 26,432 26,514 27,213
14 Surplus’..... 1,166 1,383 1,292 1,631 1,306 1,526 1416 1,517 1,653 1,639
15 Total reserves”. .. 61,413 61,586 59,216 58,034 59,909 59,054 61,057 59,842 59,491 59,840
16 Required reserves ...................... 61,190 60,345 58,357 56,877 59,012 58,154 60,067 58,807 58,778 58,737
17 Excess reserve balances at Reserve Banks 223 1,241 859 1,158 897 901 990 1,035 713 1,104
18 Total borrowings at Reserve Banks .... 2,582 1,968 1,739 1,649 2,126 965 717 681 676 753
19 Seasonal borrowings at Reserve B*mks . o 190 265 336 373 388 467 483 509 497 489
20 Extended credit at Reserve Banks®........... 1,970 1,387 1,206 1,148 1,657 287 146 90 55 44

1. These data also appear in the Board’s H.3 (502) release. For address, see in-
side front cover.

2. Excludes required clearing balances and adjustments to compensate for
float.

3. Dates refer to the maintenance periods in which the vault cash can be used
to satisfy reserve requirements. Under contemporaneous reserve requirements,
maintenance periods end 30 days after the lagged computation periods in which
the balances are held.

4. Equal to all vault cash held during the lagged computation period by
institutions having required reserve balances at Federal Reserve Banks plus the
amount of vault cash equal to required reserves during the maintenance period at
institutions having no required reserve balances.

5. Tatal vault cash at institutions having no required reserve balances less the
amqu(i\t of vault cash equal 1o their required reserves during the maintenance
period.

6. Total reserves not adjusted for discontinuities consist of reserve balances

with Federal Reserve Banks, which exclude required clearing balances and
adjustments to_compensate for float, plus vault cash used to satisfy reserve
requ:rcments Such vault cash consists of all vault cash held during the tagged
computation period by institutions having required reserve balances at Federal
Reserve Banks plus the amount of vault cash equal to required reserves during the
maintenance period at institutions having no required reserve balances.

7. Reserve balances with Federal Reserve Banks plus vault cash used to satisfy
reserve requirements less required reserves.

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

9. Data are prorated monthly averages of biweekly averages.
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1.13 SELECTED BORROWINGS IN IMMEDIATELY AVAILABLE FUNDS Large Member Banks'

Averages of daily figures, in millions of dollars

1988 week ending Monday

Maturity and source
Aug. 22 | Aug. 29 Sept. § Sept. 12 | Sept. 19 | Sept. 26 Qct. 3 Oct. 10 Qct. 17

Federal funds purchased, repurchase agreements, and
other selected borrowing in immediately availuble

Sunds
From commercial banks in the United States
1 For one day or under continuing contract ............ 66,871 64,904 69,394 69,451 65,767 62,866 66,221 71,087 68,324
2 Forall other maturities .. ...........oiiiiiiiiennn. 10,102 10,187 10,001 9,714 9,443 9,450 8,919 9,090 8,970

From other depository institutions, foreign banks and
foreign official institutions, and U.S. government
agencies

3 For one day or under continuing contract. | 26,570 26,952 27,114 29,922 26,636 27,000 25,144 28,535 29,991
4 For all other maturities .. .......ocooceviniiniann 6,700 6,579 6,629 6,581 6,895 6,273 6,081 6,340 6,386

Repurchase agreements on U.S. government and Sfederal
agency securities in immediately available funds
Brokers and nonbank dealers in securities

5 For one day or under continuing contract. . ........... 16,304 15,212 15,337 15,072 14,596 13,683 12,927 13,238 13,880
6  For all other maturities ..........oovveviiinianeis, 12,587 13,177 12,365 11,524 13,136 13,293 12,723 12,699 12,221
All other customers
7  For one day or under continuing contract 27,452 28,070 27.866 27,761 27,123 27,616 27,876 26,825 28,236
8  For all other maturities . ................ 10,559 10,701 10,279 9,691 10,429 10,341 9,629 10,089 9,594
MEeMo: Federal funds loans and resale agreements in
immediately available funds in maturities of one day
or under continuing contract
9 To commercial banks in the Unilted States.............. 35,147 34,797 39,559 34,356 37,066 37,013 39,869 37,509 38,388
10 To all other specified customers® ...................... 14,952 14,010 14,263 13,677 14,421 13,079 13,513 14,007 15,296
1. Banks with assets of $1 billion or more as of Dec. 31, 1977, 2. Brokers and nonbank dealers in securities; other depository institutions;
These data also appear in the Board’s H.5 (507) release. For address, see inside foreign banks and official institutions; and United States government agencies.

front cover.



1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per year

Policy Instruments A7

Current and previous levels

42
Adjustment credit Extended credit
an
|
Federal Reserve Seasonal credit First 30 days of borrowing After 30 days of borrowing®
Bank
On Eftective Previous On Effective Previous On Effective Previous " i
8/24/89 date rate 8/24/89 date rate 8/24/89 date rate Effective date

Boston.......... 7 2/24/89 [37] 7 2/24/89 (373 9.15 8/24/89 9.20 8/10/89
New York .. 2/24/89 2/24/89 8/24/89 8/10/89
Philadelphia . 2/24/89 2/24/89 8/24/89 8/10/89
Cleveland .. . 2/24/89 2/24/89 8/24/89 8/10/89
Richmond....... 2/24/89 2/24/89 8/24/89 8/10/89
Atlanta ......... 2/24/89 2/24/89 8/24/89 8/10/89
Chicago......... 2/24/89 2/24/89 8/24/89 8/10/89
St. Louis. . .. 2/24/89 2/24/89 8/24/89 8/10/89
Minneapolis . 2/24/89 2/24/89 8/24/89 8/10/89
Kansas City . 2/24/89 2/24/89 8/24/89 8/10/89
Dallas .......... 2/27/89 2/27/89 8/24/89 8/10/89
San Francisco ... 7 2/24/89 6lA 7 2/24/89 (7] 9.35 8/24/8% 9.20 8/10/89

Range of rates for adjustment credit in recent years“

Range (or F.R. Range (or F.R. Range (or F.R.
Effective date }‘fl\l]er]‘)i Bg?k Effective date kl‘lle}lT),E B(a)rf\k Effective date }:ﬁ'ell)]{ B(a)?k
Banks N.Y. Banks NY. Banks N.Y.
In effect Dec. 31, 1977. 6 1980—July 1011 10 1984—Apr. 8129 9
1978—lJan. 9 ....... 6-6142 (373 10 10 9 9
20 .. 61 614 Sept. 1 11 Nov. 845-9 8la
May 11 .. 67 7 Nov. 12 12 8ls .17}
12 .. 7 Dec. 12~13 13 Dec. 8 8
luly 3. -1 TV
10 .. iz T4 1981—May 13-14 14 1985—May 20 .............. 7V-8 Ve
Aug. 21 .. T4 T4 14 14 24 . Tin iz
Sept. 22 .. 8 8§ Nov. 1314 13
Oct. 16 .. 88V 8l 3 13 1986-—Mar. 7-7% 7
20 .. 8la £17] Dec. 12 12 7 7
Nov. .. 8h-91h 9ln Apr. 61h-7 62
3 2% 2] 1982—July 114 July 6 6
114 Aug. Slh-6 h1%3
1979—July 10 Aug. 11 5% Sl
Aug. 10%% 11
0% 1042 1987—Sept. 4............... 5la-6 6
Sept. ¥ 10 | N 6 6
11 10
Oct. 12 Oct. 94 1988—Aug. 9 .............. 6-642 62
12 9 | 64 6lA
Nov. 9
1980—Feb. 13 9 1989—Feb. 24 .............. 6Y2-7 7
13 Dec. 9 27 o 7 7
May 13 .33
12 1171 In effect Aug. 24, 1989 ... ... 7 7
June 11
1l

I. Adjustment credit is available on a short-term basis to help depository
institutions meet temporary needs for funds that cannot be met through reason-
able alternative sources. After May 19, 1986, the highest rate established for loans
to depository institutions may be chdrged on adjustment credit loans of unusual
size that result from a major operating problem at the borrower's facility.

Seasonal credit is available to help smaller depository institutions meet regular,
seasonal needs for funds that cannot be met through special industry lenders and
that arise from a combination of expected patterns of movement in their deposits
and loans. A temporary simplified seasonal program was established on Mar. 8,
1985, and the interest rate was a fixed rate %2 percent above the rate on adjustment
credit. The program was reestablished for 1986 and 1987 but was not renewed for
1988.

2. Extended credit is available to depository institutions, when similar assist-
ance is not reasonably available from other sources, when exceptional circum-
stances or practices involve only a particular institution or when an institution is
experiencing difficulties adjusting to changing market conditions over a longer
period of time.

3. For extended-credit loans outstanding more than 30 days, a flexible rate
somewhat above rates on market sources of funds ordinarily will be charged, but

in no case will the rate charged be less than the basic discount rate plus 50 basis
points. The flexible rate is reestablished on the first business day of each
two-week reserve maintenance period. At the discretion of the Federal Reserve
Bank, the time period for which the basic discount rate is applied may be
shortened.

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

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

Percent of deposits

Depository institution requirements
after implementation of the
Type of deposit, %nd Monetary Control Act
deposit interval
Percent of .
deposits Effective date
Net transaction a[‘C()Ull[.Y]'l‘
$O million=$41.5 MillION. . ... Lo e 3 12/20/88
More than $41.5 MIllION ... e e e 12 12/20/88
Nonpersonal time (IE[JOJ!'L\'5
By original maturity
Less than 112 YEAIS ...t o ittt et e e e 3 10/6/83
T2 YEAIS OF MOTE. ..ottt ettt ettt ettt e et et e et s ettt e e e et 0 10/6/83
Eurocurrency liabilities
Al LY PS . Lt e e e e e 3 11/13/80

1. Reserve requirements in effect on Dec. 31, 1988. Required reserves must be
held in the form of deposits with Federal Reserve Banks or vault cash. Nonmem-
bers may maintain reserve balances with a Federal Reserve Bank indirectly on a
pass-through basis with certain approved institutions. For previous reserve
requirements, see earlier editions of the Annual Report and of the FEDE'RAL
RESERVE BULLETIN. Under provisions of the Monetary Control Act, depository
institutions include commercial banks, mutual savings banks, savings and loan
associations, credit unions, agencies and branches of foreign banks, and Edge
corporations.

2. The Garn-St Germain Depository Institutions Act of 1982 (Public Law
97-320) requires that $2 million of reservable liabilities (transaction accounts,
nonpersonal time deposits, and Eurocurrency liabilities) of each depository
institution be subject to a zero percent reserve requirement. The Board is to adjust
the amount of reservable liabilities subject to this zero percent reserve require-
ment each year for the succeeding calendar year by 80 percent of the percentage
increase in the total reservable liabilities of all depository institutions, measured
on an annual basis as of June 30. No corresponding adjustment is to be made in
the event of a decrease. On Dec. 20, 1988, the exemption was raised from $3.2
million to $3.4 million. In determining the reserve requirements of depository
institutions, the exemption shall apply in the following order: (1) net NOW
accounts (NOW accounts less allowable deductions); (2) net other transaction
accounts; and (3) nonpersonal time deposits or Eurocurrency liabilities starting
with those with the highest reserve ratio. With respect to NOW accounts and

other transaction accounts, the exemption applies only to such accounts that
would be subject to a 3 percent reserve requirement.

3. Transaction accounts include all deposits on which the account holder is
permitted to make withdrawals by negotiable or transferable instruments, pay-
ment orders of withdrawal, and telephone and preauthorized transfers in excess of
three per month for the purpose of making payments to third persons or others.
However, MMDASs and similar accounts subject to the rules that permit no more
than six preauthorized, automatic, or other transfers per month, of which no more
than three can be checks, are not transaction accounts (such accounts are savings
deposits subject to time deposit reserve requirements).

4. The Monetary Control Act of 1980 requires that the amount of transaction
accounts against which the 3 percent reserve requirement applies be modified
annually by 80 percent of the percentage increase in transaction accounts held by
all depository institutions, determined as of June 30 each year. Effective Dec. 20,
1988 for institutions reporting quarterly and Dec. 27, 1988 for institutions
reporting weekly, the amount was increased from $40.5 million to $41.5 million,

5. In general, nonpersonal time deposits are time deposits, including savings
deposits, that are not transaction accounts and in which a beneficial interest is
held by a depositor that is not a natural person. Also included are certain
transferable time deposits held by natural persons and certain obligations issued
to depository institution offices located outside the United States. For details, see
section 204.2 of Regulation D.



1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS'

Millions of dollars

Policy Instruments A9

1988
Type of transaction 1986 1987 1988
Dec Jan. Feb. Mar. Apr. May June
U.S. TREASURY SECURITIES
Qutright transactions (excluding matched
transactions)
Treasury bills
I  Grosspurchases ................. coeiiini.. 22,604 18,983 8,223 1,125 0 0 0 3,077 3t 0
2 Grosssales..................... 2,502 6,051 587 0 154 3,688 0 0 321 5N
3 Exchange ... 0 0 0 0 0 0 0 0 0 0
4 Redemptions 1,000 9,029 2,200 i 600 1,600 0 0 1,200 1,200
Others within | year
5 Grosspurchases .............c..ovvvniniines 190 3,659 2,176 1,084 0 0 0 172 0 )
6 Grosssales,.................... 0 300 0 0 0 0 0 0 (] 0
7 Maturity shift, 18,674 21,504 23,854 1,750 620 5,418 2,646 1,657 2,863 1,828
8  Exchange..... «oo| ~20,180 | —20,388 | —24,588  —1,703 —2,703 -2,308 { -2,322 —110 —3,628 | —1,434
9 Redemplions .............cooviiviiieiiiiis 70 0 0 0 (1] 0 0 0 0
10 5 years
10 Grosspurchases ............c.co.iviuenennnnn 893 10,231 5,485 1,824 0 0 0 1,436 [ [
It Grosssales,.................... 0 452 800 0 3 225 0 0 75 0
12 Maturity shift -17,058 | -17,975 | —17,720] —1,750 —541 -5319 | ~2,646 | —1,532 -2,036 | —1,828
13 Exchange................cooiiiviiiiiiinns 16,985 18,938 22,515 1,703 2,492 2,008 2,322 0 3,328 1,434
5 to 10 years
14  Gross purchases . 236 2,441 1,579 562 0 [ 0 287 0 0
1S Gross sales, .. 0 0 175 0 20 0 0 0 0 0
16  Maturity shift................. | -1620) -3,529 | 5,946 0 -79 -100 0 -125 258 0
17 Exchange......... ... iiireiniiniiennns 2,050 950 1,797 0 212 200 [4] 110 200 4]
Over 10 years
18 Grosspurchases ............cc..oiiievna.ins 158 1,858 1,398 432 0 0 0 284 0 0
19 Grosssales..................... 0 0 0 0 0 (] [{] [} 0 0
20 Maturity shift. Ve 0 0 —188 0 0 0 0 0 —-1,086 0
21 Exchange ..............ccooiiiiiiiin 1,150 500 275 0 0 100 0 0 100 0
All maturities
22 Gross purchases ... 24,081 37,170 18,863 5,028 0 0 0 5,255 311 0
23 Gross sales 2,502 6,803 1,562 0 177 3,913 0 0 396 571
24 Redemptions 1,000 9,099 2,200 0 600 1,600 0 0 1,260 1,200
Matched transactions
25 Gross SAlES .. ..vvuvi vt s 927,999 | 956,923 [ 1,168,484 | 93,650 94,204 | 110,393 83,677 77,349 123,029 ¢ 128,139
26 Gross purchases ............o.vvuveieeenenns 927,247 | 950,935 | 1,168,142 1 93,584 94,252 | 112,4 82,821 78,259 113,041 | 138,141
Repurchase agreements®
27 Gross purchases .................oiviniiniin 170,431 314,621 152,613 15,575 17,208 0 0 22,244 31,419 6,203
28 Grosssales ... 160,268 324,666 151,497 14,815 21,969 0 0 12,547 41,117 6,203
29 Net change in U.S. government securities ....... 29,988 11,234 15,872 5,724 —5,489 ~-3,434 —856 15,863 -20,971 8,232
FEDERAL AGENCY OBLIGATIONS
Outright transactions
30 Gross purchases ............... ... o 0 0 0 [(] 0 0 0 0 0 0
31 Gross sales 0 0 0 0 0 0 0 0 0 0
32 Redemptions 398 276 587 135 148 40 0 125 0 0
Repurchase agreemenl.rl
33 Gross purchases ................civiiiiiiinin 31,142 80,353 57,259 7,672 8,980 [} [} 7,207 12,732 1,666
34 Gross Sales ... s 30,521 81,350 56,471 6,853 11,081 0 0 3,366 16,573 1,666
35 Net change in federal agency obligations ........ 222 1,274 198 683 -2,249 ~40 0 3,716 -3,841 0
36 Total net change in System Open Market
ACCOURL. . ...\t 30,212 9,961 16,070 6,404 -7,738 ~3,474 —856 19,579 -24,812 8,232

1, Sales, redemptions, and negative figures reduce holdings of the System Open

Market Account; all other figures increase such holdings. Details may not add to

totals because of rounding.

2. In July 1984 the Open Market Trading Desk discontinued accepting bankers

acceptances in repurchase agreements.
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements'

Millions of dollars

Wednesday End of month
Account 1989 1989
June 28 July § July 12 July 19 July 26 May June July
Consolidated condition statement
ASSETS .
1 Gold certificate aCCOUNL . ... ..uveevirririinerrineenns 11,062 11,066 11,066 11,067 11,067 11,060 11,063 11,066
2 Special drawing rights certificate account , . 8,518 8,518 8,518 8,518 8,518 8,518 8,518 8,518
3 C0MM. ottt e s 449 428 423 429 443 432 445 450
Loans
4 To depository institutions. ...........oooiiiinien, 1,759 665 687 632 622 2,033 840 594
5 OHREr. .t e 0 0 0 0 0 0 0 0
6 Acccptances held under repurchase agreements ........ 0 0 0 0 0 [ ¢ ]
Federal agency obligations
7  Boughtoutright...........cocivviiiiineiiiieniines 6,654 6,654 6,654 6,654 6,609 6,654 6,655 6,609
8  Held under repurchase agreements.................. 0 0 1,137 0 0 0 0 0
U.S. Treasury securities
Bought outright
9 Bills. ..ot s 108,326 101,632 105,511 97,096 97,184 100,799 109,031 95,962
10 Notes. PP 92,322 92,313 92,313 92,300 92,300 92,322 92,322 92,300
11 Bonds e 30,414 30,414 30,414 30,414 30,414 30,414 30,414 30,414
12 Total bought outnght ....... 231,062 224,359 228,237 219, 810 219,897 223,535 231,767 218,676
13 Held under repurchase agreements . 0 ,961 0 0 [} 0
14 Total U.S. Treasury secusities.............covvvvneens 231,062 224,359 233,198 219, 810 219,897 223,535 231,767 218,676
15 Total loans and securities. ................cooviiiinies 239,475 231,678 241,676 227,098 227,128 232,222 239,263 225,879
16 Items in process of collection ......................0e 6,740 6,297 6,990 7,374 6,234 10,442 6,550 4,409
17 Bank premises. . ..o i 767 766 767 767 767 761 767 768
Other assets
18  Denomin; s)ted in foreign currencies® ... oeiiiiins 18,956 19,460 19,486 19,580 20,618 13,656 19,213 21,529
19 Allother® ... ... 0 i 10,982 10,164 10,590 10,221 10,709 7,966 10,001 10,618
20 Total SSets. . ... .vvvvuinvevtiit i 296,949 288,377 299,516 285,051 285,483 285,057 295,816 283,237
LIABILITIES
21 Federal Reserve notes........ovveeiviiiainnncnisnnnn 229,666 232,625 232,876 231,301 230,300 229,372 230,847 230,229
Deposits
22 To depository institutions. . .............coovinnn.. 34,061 35,685 =46,818 34,475 36,555 33,553 37,381 34,339
23 U.S. Treasury—General account . 19,244 6,751 5,431 4,984 4,925 5,288 12,153 5312
24 Foreign—Official accounts . ... ... 287 215 184 242 200 429 275 n
25 Other. ... e e 27 228 206 254 483 524 228 236
26 Total deposits. ..........ovviiiiiiiiiiiniieninianns 53,919 42,879 52,638 39,954 42,164 39,794 50,040 40,258
27 Deferred credititems............... . 5,402 4,975 5,930 6,141 5,429 8,378 6,751 4,057
28 Other liabilities and accrued dividends. . 3,258 3,102 3,358 2,928 2,881 3212 n 2,841
29 Total liabilities. .. ...........ccoiiiiiiniiiiniiiniens 292,245 283,581 294,800 280,321 280,774 280,756 290,911 277,384
CAPITAL ACCOUNTS
30 Capital paid in. . .....oooii i e 2,145 2,151 2,158 2,162 2,154 2,142 2,146 2,156
3L Surplus ..o 2,112 2,112 2,112 2,112 2,112 2,081 2,117 2,112
32 Other capital accounts 447 533 446 456 443 78 649 1,585
33 Total liabilities and capital accounts ................... 296,949 288,377 299,516 285,051 285,483 285,057 295,816 283,237
34 Memo: Marketable U.S. Treasury securities held in
custody for foreign and international accounts ...... 233,119 231,321 232,347 234,831 237,112 234,667 362,000 236,847
Federal Reserve note statement
35 Federal Reserve notes outstanding issued to bank ...... 273,315 272972 273,666 274,195 274,225 271,562 272,983 274,736
36 Less: Heldbybank..........coociiini o 43,649 40,348 40,790 42,895 43,925 42,190 42,135 44,507
37 Federal Reserve notes, net. .. 229,666 232,625 232,876 231,301 230,300 229,372 230,847 230,229
Collateral held against notes net:
38  Gold certificate account ...........ocviiiieeniiee 11,062 11,066 11,066 11,067 11,067 11,060 11,063 11,066
39  Special drawing rights certificate account............ 8,518 8,518 8,518 8,518 8,518 8,518 8,518 8,518
40  Other eligible assets............. . 0 0 0 0 0 0 0 0
41 U.S. Treasury and agency securiti 210,086 213,041 213,292 211,716 210,716 209,794 211,266 210,645
42 Total collateral. . ...............oovviiiiiiiiainines 229,666 232,625 232,876 231,301 230,300 229,372 230,847 230,229
1. Some of these data also appear in the Board's H.4.1 (503) release. For 3. Valued monthly at market exchange rates.
address, see inside front cover. Components may not add to totals because of 4, Includes special investment account at the Federal Reserve Bank of Chicago
rounding. in Treasury bl“S ma!urms within 90 days.
2. Includes securities loaned—fully guaranteed by U.S. Treasury securities s. lation account refiecting the monthly revaluation at
pledged with Federal Reserve Banks—and excludes securities sold and scheduled markct exchangc rates of foreign-exchange commitments,

to be bought back under matched sale-purchase transactions.



Federal Reserve Banks All
1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holdings'
Millions of dollars
Wednesday End of month
Type and maturity groupings 1989 1989

June 28 July § Tuly 12 July 19 July 26 May 31 June 30 July 31
1 Loans—Total. . ...ttt 991 665 687 632 622 2,033 1,495 594
2 Within 15days ................. 926 348 356 553 545 1,940 1,339 415
3 l6daysto90days.............. 65 317 331 77 77 93 156 179
4 Oldaystolyear .......co.oiiiiiiiiiiniiiias 0 0 0 0 0 0 Q 0
5 Acceptances—Total......... ...t 0 [ 0 0 0 0 [i] 0
6  Withint5days ..................... 0 0 (] 0 0 1] 0 0
7 16 days to 90 days 0 0 0 0 0 0 0 0
8 91 daysto l year 0 0 0 0 0 0 0 0
9 U.S. Treasury segurities—Tolal .................... 231,062 224,359 233,198 219,810 219,897 223,535 231,767 218,676
10 Within15days™................... 12,757 10,953 11,914 6,880 8,743 4,691 812 9,144
11 16daysto90days................ 50,726 48,226 53,626 49,651 47,967 49,365 56,198 48,395
12 9ldaystofyear ................. 74,975 72,978 75,457 71,076 70,984 76,876 74,546 69,625
13 OverlyeartoSyears............. 52,786 52,393 52,393 52,274 52,274 52,786 52,393 51,583
14 Over 5 years to 10 years......... 13,511 13,502 13,502 13,623 13,623 13,511 13,512 13,623
15 Overl0years ........coooivviiiiiiiiiiiiniinns 26,306 26,306 26,306 26,306 26,306 26,306 26,306 26,306
16 Federal agency o%)ligati(ms——Total ................. 6,654 6,654 7,791 6,654 6,609 6,654 6,654 6,609
17 Within 1S days®....... 152 75 1,242 206 101 347 152 {1
18 16 days to 90 day 642 744 728 627 657 473 642 721
19 91 daysto | year ..... 1,289 1,314 1,310 1,310 1,396 1,324 1,289 1,332
20 Over | yearto § years..... RPN 3,386 3,336 3311 3,311 3,249 3,352 3,386 3,249
21 OverSyearstol0years..............ocvvuvninn 996 996 1,011 1,011 1,016 969 996 1,016
22 OVer lOYears .....oovirerieirien i 189 189 189 189 189 189 189 189

days in accordance with maximum maturity of the agreements.

1. Holdings under repurchase agreements are classified as maturing within 15

NOTE: Components may not add to totals because of rounding.
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1.20 AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE!

Billions of dollars, averages of daily figures

1988 1989
Item 1985 1986 1987 1988
Dec. Dec. Dec. Dec.
Dec Jan. Feb. Mar. Apr. May June July
Seasonally adjusted
ADJUSTED FOR

CHANGES 'N RESERVE REQUIREMENTS?
| Total FESEIVES® . . . ...\ vrreieeeernniiiieneeinen, 48,49 | 58.14| 5869 60.71 ] 60.71 ]| 60.37| 60.26| 59.85 ) 59.46 | $8.74 | 58.35| 58.70
2 Nonborrowed reserves ..............ov.s PRERRRRRRTRS 47.17 {1 57311 57.92| 58.99 | 5899 5871 | 5877 | S58.04 | 57.17 | 57.02 | 56.86 | 58.01
3 Nonborrowed reserves plus extended credit 47.67 | 57.62| 58.40| 60.23 1 60.23 | 59.75| 59.82 | 59.38 | 58.88 ( 5822 | 57.78 | S8.11
4 Required reseryes . 4744 | S6.77 1 57661 S9.671 S9.671 59.23 ) 5911 5890 S8.69| 5771} S57.44| 57.73
S Monetary base’............... 219.51 | 241.45 | 257.99 | 275.50 | 275.50 | 276.78 | 277.55 | 278.61 | 278.67 | 278.33 | 279.06 | 279.98

Not seasonally adjusted

6 Total reserves’. . ............oooiervrereirenenininin, 49.59 | 59.46 | 60.06 | 62.21 | 62.21 | 62.07 | 59.37 | 5894 | 60.01 | 57.72 | 58.41 [ 58.96
7 Nonborrowed reserves .................. RETRERR 4827 | 58.64 | 59.28 | 60.50 } 60.50 [ 60.40 | 57.88 | 57.13 | 57.72 | 56.00 | 56.92 58.26
8 Nonborrowed reserves plus extended credit 48.77 | 5894 | 59.76 | 61.74 | 61.74 | 61.45| 5893 | 58.46 | 59.43 | 57.20 | 57.84 | 58.37
9 Required reseryes. ............cveenns 48.53 | S8.09 | 59.03 | 61.17| 61.17 | 60.92 | 58.22 | 57.98 [ 59.23| 56.69 | 572.5t| 57.99
10 Monetary base” . ... ..ot 222,73 | 245.25 | 262.08 | 279.71 | 279.71 | 277.92 | 274.36 | 275.62 | 278.11 | 277.49 | 280.18 | 282.07

NOT ADJUSTED FOR s

CHANGES IN RESERVE REQUIREMENTS
11 Total reserves®. . ............ccvvereeereneerereninons 48.14 | 59.56 | 62.12 | 63.74 | 63.74 | 63.47 | 60.69 | 60.21 | 61.29 | 58.91 59.59 | 60.26
12 Nonborrowed reserves .................. PRETERRRRTRR: 46.82 [ 58.73 | 61.35| 62.02 [ 62.02| 61.81 59.21 58403 59.00 | 57.19 | 58.10] 59.56
13 Nonborrowed reserves plus extended credit 47.32 | 59.04 | 61.83| 63.27 1 63.27] 62.85| 60.26 | 59.73 [ 60.71{ 5839 | 59.01 [ 59.67
14 Required reseryes 47,08 | S8.19| 61.09| 6270} 62.70| 62.32| 59.54 | 59.25 | 60.51 | 57.88 | S8.68{ 59.29
15 Monetary base’...... 223.53 | 247.71 | 266.16 | 283.18 | 283.18 | 281.31 | 277.66 | 278.94 | 281.52 | 280.54 | 283.27 | 285.36

1. Latest monthly and biweekly figures are available from the Board's H.3(502)
statistical release. Historical data and estimates of the impact on required reserves
of changes in reserve requirements are available from the Monetary and Reserves
Projections Section. Division of Monc(aré Affairs. Board of Governors of the
Federal Reserve System, Washington, D.C. 20551. .

2. Figures incorporate adjustments for discontinuities associated with the
implementation of the Monetary Control Act and other regulatory changes to
reserve requirements. To adjust for discontinuities due to changes in reserve
requitements on reservable nondeposit liabilities, the sum of such required
reserves is subtracted from the actual series. Similarly, in adjusting for disconti-
nuities in the monetary base, required clearing balances and adjustments to
compensate for float also are subtracted from the actual series.

3. Total reserves not adjusted for discontinuities consist of reserve balances
with Federal Reserve Banks, which exclude required clearing balances and
adjustments to comgensate for float, plus vault cash held during the lagged
computation period by institutions having required reserve batances at Federal
Reserve Banks plus the amount of vault cash equal to required reserves during the
maintenance period at institutions having no required reserve balances.

4. Extended credit consists of borrowing at the discount window under

the terms and conditions established for the extended credit program to helpde-
pository institutions deal with sustained liquidity fressures. Because there isnot
the same need to repay such borrowing promptly as there is with traditional
short-term adjustment credit, the money market impact of extended credit is
similar to that of nonborrowed reserves.

5. The monetary base not adjusted for discontinuities consists of total reserves
plus required clearing balances and adjustments 1o compensate for float at Federal
Reserve Banks and the currency component of the money stock plus, for insti-
tutions not having required reserve balances, the excess of current vault cash over
the amount applied to satisfy current reserve requirements. Currency and vault
cash figures are measured over the weekly computation period ending Monday.

The seasonally adjusted monetary base consists of seasonally adjusted total
reserves, which include excess reserves on a not seasonally adjusted basis, plus
the seasonally adjusted currency component of the money stock and the remain-
ing items seasonally adjusted as a whole.

6. Reflects actual reserve requirements, including those on nondeposit liabiti-
ties, with no adjustments to eliminate the effects of discontinuities associated with
implementation of the Monetary Control Act or other regulatory changes to
Teserve requirements.
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1.21 MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES!
Billions of dollars, averages of daily figures
1985 1986 1987 198
2 1988
ftem Dec. Dec. Dec. Dec.
Apr. May June July
Seasonally adjusted
620.5 725.9 752.3 790.3 83.1 7733 770.3 771.3
2,567.4 2,811.2 2,909.9 3,069.4 3,080.0 3,070.7 3,086.0 3,118.1
3,200.7 3,494.9 3,677.6 3,914.3 3,956.2 3,951.2 3,969.0 4,000.6
3,830.6 4,137.1 4,340.2 4,675.07 4,742.1 4,737.6 4,739.2 n.a.
6,733.3 7,596.9 8,310.7 9,052.1 9,285 9,344.0 9,397.4 n.a.
Ml compun]ems
6 CUITENCY ittt 167.8 180.5 196.4 211.8 215.9 216.4 217.4 218.0
7 Travelers checks?. 5.9 6.5 7.1 7.6 7.3 7.3 7.2 7.1
8 Demand deposits’. . ... 267.3 303.2 288.3 288.6 281.4 278.2 275.0 279.0
9  Other checkable deposits 179.5 235.8 260.4 282.3 278.5 271.3 270.7 273.2
Nomran;acuons components
0 InM2 . . 1,946.9 2,085.3 2,157.7 2,279.2 2,296.9 2,297.4 2,315.7 2,340.8
i1 In M3 only ...................................... 634.3 683. 767.6 844.9" 876.2 880, 883.1 882.5
Savings deposits®
12 Commercial Banks............coo it 125.0 155.8 178.5 192.5 185.6 182.4 181.4 181.9
13 Thrift institutions ...........coviiiiiinii i 176.6 215.2 2378 238.8 2273 222.3 220.6 219.6
Small-denomination time dt:posils'0
14  Commercial Banks. . e 383.3 364.6 385.3 443.1 485.5 496.9 501.9 505.0
15 Thrift institutions .. ............. 499.2 489.3 528.8 582.2 597.6 608.8 616.6 621.3
Money market mutual funds
16  General purpose and broker-dealer.................. 176.5 208.0 221.1 239.4 259.1 258.9 265.1 274.6
17 Imstitution-only ......... ..o 64.5 84.4 89. 87.6 87.7 91.6 95.1 98.2
Large-denomination tli{ne deposits'!
18  Commercial Banks™® ................ ... 285.1 288.8 3254 364.9 392.6 395.9 396.6 398.4
19 Thrift institutions .. ......covvvivviiiiiiii i 151.5 150.1 162.0 172.9 175.2 176.4 176.7 175.4
Debt components
20 Federaldebt...................coinin 1,585.3 1,805.8 1,957.5 2,114.0 2,171.8 2,177.0 2,182.7 fn.a.
2] Nonfederaldebt ...................cooiiiiin, 5,147.9 5,791.1 6,353.1 6,938.1 7,113.3 7,167.1 7.214.7 n.a.
Not seasonally adjusted
22 Ml 633.5 740.4 766.4 804.4 791.3 767.1 773.8 781.8
23 M2..... 2,576.2 2,821.1 2,918.7 3,077.1 3,091.6 1,061.2 3,088.8 3,125.9
24 M3. 32133 3,507.4 3,688.5 3,924.1 3,961.8 3,941.1 3,969.6 4,002.3
25L . 3,843.7 4,152.0 4,354.5 4,688.5 4,743.8 4,726.2 4,740.2 n.a.
26 Debt. . 6,723.5 7,581.1 8,292.8 9,037.5 9,248.6 9,310.7 9,369.5 n.a
Ml components
27 CUITENCY ottty et 170.2 183.0 199.3 2149 215.1 216.6 218.5 219.7
28 Travelers checks ..... 5.5 6.0 6.5 6.9 7.0 7.1 7.5 8.1
29 Demand depoans .......................... 276.9 314.0 298.6 298.8 283.2 273.3 276.4 281.6
30 Other checkable deposits® .............coevvin.... 180.9 237.4 262.0 283.7 286.0 270.1 271.4 272.5
rlomxr compr )
3L M2 1,942.7 2,080.7 2,152.3 2,272.8 2,300.3 2,294.2 2,315.0 2,344.1
32 M3only®. 637.1 686.3 769.8 847.0° 870.2 879. 880.8 876.4
Money market deposit accounts
35 Commercial Banks..........oooiviiiiiiieiiniiin, 332.8 379.6 358.8 352.5 336.2 327.0 328.1 330.9
34 Thrift inSHIUCIONS ... ... .ov i iiiines 180.7 192.9 167.5 150.3 135.0 130.0 128.8 129.0
Savings deposits®
35 Commercial Banks................cooociiii 123.7 154.2 176.6 190.3 186.2 183.6 183.2 184.3
36 Thrift institutions ..........ccooiiiiiiiiii 174.8 212.7 234.8 235.6 2279 223.7 2233 223.2
Small-denomination time deposits'®
37 Commercial Banks..................coooiiinn 384.0 365.3 386.1 444.1 483.5 493.2 499.6 504.4
38  Thriftinstitutions ...t 499.9 489.8 529.1 582.4 598.5 605.7 612.8 619.7
Money market mutual funds
39  General purpose and broker-dealer 176.5 208.0 221.1 239.4 259.1 258.9 265.1 274.6
40  Institution-only ................00. 64.5 84.4 89.6 87.6 87.7 91.6 95.1 98.2
Large-denomination u!ne deposits'!
41  Commercial Banks! 285.4 289.1 325.8 365.6 390.5 394.7 395.1 395.7
42 Thrift institutions ...... ... ..o 151.8 150.7 163.0 174.1" 173.7 175.2 174.8 173.3
Debt components
43 Federaldebt................ccooviiiiiiiiiiin, 1,583.7 1,803.9 1,955.6 2,111.8 2,155.1 2,159.5 2,165.2 n.a.
44 Nonfederaldebt .................ccociiiii, 5,139.8 5,7717.2 6,337.2 6,925.7 7,093.5 7,151.2 7,204.3 n.a.

For notes see following page.
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NOTES TO TABLE 1.21

1. Latest monthly and weekly figures are available from the Board’s H.6 (508)
release. Historical data are available from the Monetary and Reserves Projection
section, Division of Monetary Affairs, Board of Governors of the Federal Reserve
System, Washington, D,C, 20551.

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

M1: (1) currency outside the Treasury, Federal Reserve Banks, and the vaults
of depository institutions; (2) travelers checks of nonbank issuers; (3) demand
deposits at all commercial banks other than those due to depository institutions,
the U.S. government, and foreign banks and official institutions less cash items in
the process of collection and Federal Reserve float; and (4) other checkable
deposits (OCD) consisting of negotiable order of withdrawal (NOW) and auto-
matic transfer service (ATS) accounts at depository institutions, credit union
share draft accounts, and demand deposits at thrift institutions.

M2: M1 plus overnight (and continuing contract) repurchase agreements (RPs)
issued by all commercial banks and overnight Eurodollars issued to U.S. residents
by foreign branches of U.S. banks worldwide, MMDAs, savings and small-
denomination time deposits (time deposits—including retail RPs—in amounts of
less than $100,000), and balances in both taxable and tax-exempt general purpose
and broker—dealer money market mutual funds. Excludes individual retirement
accounts (IRA) and Keogh balances at depository institutions and money market
funds. Also excludes all balances held by U.S. commercial banks, money market
funds (general purpose and broker—dealer), foreign governments and commercial
banks, and the U.S. government.

M3: M2 plus large-denomination time deposits and term RP liabilities (in
amounts of fxoo,ooo or more) issued by commercial banks and thrift institutions,
term Eurodollars held by U.S. residents at foreign branches of U.S. banks
worldwide and at all banking offices in the United Kingdom and Canada, and
balances in both taxable and tax-exempt, institution-only money market mutual
funds. Excludes amounts held by depository institutions, the U.S. government,
money market funds, and foreign banks and official institutions. Also subtracted
is the estimated amount of overnight RPs and Eurodollars held by institution-only
money market mutual funds. .

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

Debt: Debt of domestic nonfinancial sectors consists of outstanding credit
market debt of the U.S. government, state and local governments, and private
nonfinancial sectors. Private debt consists of corporate bonds, mortgages, con-
sumer credit (including bank loans), other bank loans, commercial paper, bankers
acceptances, and other debt instruments. The source of data on domestic
nonfinancial debt is the Federal Reserve Board's flow of funds accounts. Debt
data are based on monthly averages.

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

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

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

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

7. Sum of overnight RPs and overnigﬁt Eurodollars, money market fund
balances (general purpose and broker-dealer), MMDAs, and savings and small
time deposits.

8. Sum of large time deposits, term RPs, and term Eurodollars of U.S.
residents, money market fund balances (institution-only), less the estimated
?m?‘unt of overnight RPs and Eurodollars held by institution-only money market
unds.

9. Savings deposits exclude MMDAs.

10. Small-denomination time deposits—including retail RPs—are those issued
in amounts of less than $100,000. All individual retirement accounts (IRA) and
‘li(eoglg accounts at commercial banks and thrifts are subtracted from small time

eposits.

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

12. Large-denomination time deposits at commercial banks less those held by
money market mutual funds, depository institutions, and foreign banks and
official institutions.
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1.22 BANK DEBITS AND DEPOSIT TURNOVER!
Debits are shown in billions of dollars, turnover as ratio of debits to deposits. Monthly data are at annual rates.
1988 1989
Bank group, or type of customer 1986 1987 1988
Dec. Jan. Feb. Mar. Apr. May
Degits To Seasonally adjusted
Demand deposi!s3
t Allinsuredbanks...................... 188,346.0 217,116.2 226,888.4 245,617.5 252,226.7 255,774.3 249,088.3 245,230.1 266,468.1
2 Major New York City banks............ 91,397.3 104,496.3 107,547.3 11,1155 109,875.9 121,770.1 111,387.4 107,808.9 120,984.1
3 Other banks...... FEREEEETERERERRRRRTR 96,948.8 112,619.8 119,341.2 134,502.0 142,350.8 134,004.2 137,700.9 137,421.3 145,483.9
4 ATS-NOW acco;mts . 2,182.5 2,402.7 2,751.7 3,020.8 2,976.2 3,054.9 3,264.9 2,986.4 3,406.5
5 Savings deposits™............. . ... 403.5 526.5 583.0 640.7 647.4 649.2 675.2 585.5 647.2
DEePOSIT TURNOVER
Demand deposits®
6 Allinsured banks...................... 556.5 612.1 641.2 698.5 716.3 734.4 7210 697.5 7617.1
7  Major New York City banks............ 2,498.2 2,670.6 2,903.5 3,140.7 3,113.7 3,618.0 3,393.0 3,092.2 3,342.1
8  Other banks. ..... FEERETEERRRRTREPERR 321.2 357.0 376.8 4253 449.3 4259 440.4 4319 467.5
9 ATS-NOW acco;mts 15.6 13.8 14.7 15.8 15.6 16.0 17.1 15.7 18.2
10 Savings deposits™, ......... ... 3.0 3.1 31 14 35 3.5 3.6 3.2 3.6
DEenITS TO Not seasonally adjusted
Demand deposits®
It Allinsured banks.................oouts 188,506.7 | 217,125.1 227,010.7 | 258,119.4 | 257,649.6 | 231,347.8 | 264,581.6 | 238,265.6 | 274,861.8
12 Major New York City banks............ 91,500.1 104,518.8 107,565.0 117,470.7 112,480.2 110,047.2 120,202.2 105,461.7 121,507.2
13 Other banks...... FEERRRETERRERTRREROR 97,006.7 112,606.2 119,445.7 140,648.8 145,169.4 121,300.6 144,379.4 132,803.9 153,354.6
14 ATS—N?W accounts®. ... ... 2,184.6 2,404.8 2,754.7 3,163.8 3,245.1 2,762.1 3,228.6 3,205.2 3,325.2
IS MMDA®....... IERERE 1,609.4 1,954.2 2,430.1 2,940.5 3,072.5 2,622.4 2,636.7 2,700.2 2,910.5
16 Savings deposits”.................. .. ... 404.1 526.8 578.0 655.6 668.7 573.3 649.6 649.6 637.9
DEPOSIT TURNOVER
Demand deposits®
17 Allinsured banks...................... 556.7 612.3 641.7 699.1 713.7 683.1 782.3 676.6 805.9
18  Major New York City banks............ 2,499.1 2,674.9 2,901.4 3,058.1 2,998.6 3,255.7 3,603.3 3,017.6 3,482.5
19 Other banks...... Qo 3212 356.9 377.1 425.2 448.7 397.8 473.6 418.7 500.9
20 ATS-NOW accounts®. ................... 15.6 13.8 14.7 16.3 16.7 14.5 16.9 16.3 18.0
21 MMDA®. .. .... gree e 4.5 53 6.9 8.4 8.9 7.8 7.8 8.1 9.4
22 Savings deposits”. ......... ..o, 3.0 3.1 31 35 3.6 3.1 3.5 3.5 35

1. Historical tables containing revised data for earlier periods may be obtained

from the Monetar
Affairs, Board of
20551.

and Reserves Projections Section, Division of Monetary
overnors of the Federal Reserve System, Washington, D.C.

These data also appear on the Board's G.6 (406) release. For address, see inside

front cover.
2. Annual averages of monthly figures.

3. Represents accounts of individuals, partnerships, and corporations and

of states and political subdivisions.

4. Accounts authorized for negotiable orders of withdrawal (NOW) and ac-
counts authorized for automatic transfer to demand deposits (ATS). ATS data are
available beginning December [978.

5. Excludes ATS and NOW accounts, MMDA and special club accounts, such
as Christmas and vacation clubs.

6. Money market deposit accounts.
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1.23 LOANS AND SECURITIES All Commercial Banks'

Billions of dollars; averages of Wednesday figures

1988 1989
Category
Aug. Sept. Qct. Nov. Dec. Jan. Feb. Mar. Apr May June July
Seasonally adjusted
| Total loans and securitfes®. . ... ... 2,377.6 | 2,381.5 | 2,401.4 | 2,410.2 | 2,417.2 | 2,422.8 | 2,451.9 | 2,464.9 | 2,470.9 | 2,486.3 | 2,496.8 | 2,518.1
2 U.S. government securities ...... 350.9 353.1 355.6 358.8 361.4 360.4 361.8 368.8 370.7 373.5 373.8 374.4
3 Other securities. ................ 196.5 195.2 196.8 195.9 194.0 189.6 190.4 189.7 187.2 186.4 185.7 184.6
4 Total loans and leases® .......... 1,830.1 1,833.2 | 1,848.9 1,855.6 1.861.9 1,872.9 1,899.7 1,906.5 1,913.1 1,926.5 1,937.3 1,959.1
5  Commercial and industrial ., ... 597.4 598.1 601.6 601.8 601. 606.6 619.0 617.8 620.6 626.3 624.9 632.2
6 Bankers acceptances held’. .. 4.3 4.1 4.1 4.3 4.1 4.4 4.2 4.0 4.1 4.2 4.2 4.1
7 Other commercial and
industrial ............... 593.2 594.0 597.5 597.4 597.8 602.2 614.8 613.7 616.6 622.1 620.7 628.1
8 U.S. addressees*. ... .....| 586.5 587.2 590.9 591.3 591.8 596.6" 609.9 608.3 611.7 616.6 615.2 622.2
9 Non-U.S. addressees® ... .. 6.7 6.9 6.5 6.1 5.9 5.7 4.9 5.4 4.8 5.4" 55 5.9
10  Realestate............. L. 6430 650.3 659.8 665.3 672.0 678.9 685.6 691.8 699.5 705.5 712.0 719.8
11 Individual... 347.7 350.2 351.6 353.0 355.5 357.9 358.9 360.6 362.9 365.4 366.0 367.0
12 Security .....oooiiiiiiiiinn 39.6 36.5 38.5 38.2 38.5 37.7 4.7 43.6 40.0 38.0 41.1 40.3
13 Nonbank financial
institutions ............... 31.1 30.7 30.4 30.2 30.0 30.3 30.6 29.7 29.2 29.0 30.6 31.7
14 Agricultural ................L 29.6 29.6 29.8 303 30.7 30.7 30.7 30.7 304 30.3 30.3 304
15 State and political
subdivisions .............. 48.2 48.0 48.5 477 46.8 4.4 4.5 4.6 44.6 4.6 44.5 44.3
16  Foreignbanks ................ 8.0 7.2 7.6 8.1 7.6 7.8 8.5 82" 8.3 9.4" 9.3" 8.9
17 Foreign official institutions. . ... 5.1 5.0 4.9 4.9 4.9 4.8 4.8 4.8 4.9 4.9" 4.7 4.5
18  Lease financing receivables . . .. 28.1 28.5 28.9 29.1 29.2 294 29.6 29.6 29.8 30.0 29.9 30.3
19  Allotherloans................ 522 49.1 47.5 47.07 4.8 4.4 4.7 452" 2.9 43.1 43.8" 49.7
Not seasonally adjusted
20 Total loans and securities®. ... .. .. 2,370.5 | 2,378.9 | 2,392.6 | 2,409.2 2,429.6 | 2,430.7 2,453.6 | 2,462.8 | 2,473.9 | 2,487.4 | 2,500.9 2,511.7
21 U.S. government securities ...... 351.2 352.9 352.6 357.5 361.6 362.2 366.3 370.2 370.9 372.6 372.6 373.1
22 Other securities. ................ 196.8 195.0 195.6 196.0 193.7 191.7 190.1 188.9 187.2 186.8 186.0 184.1
23 Total loans and leases? .......... 1,822.5 | 1,831,0 | 1,844.4 | 1,855.7 | 1,874.2 | 1,876.9 | 1,897.2 | 1,903.7 | 1,915.9 | 1,928.0 { 1,942.3" | 1,954.6
24  Commercial and industrial ., ... 593.1 593.3 597.0 599.3 5.0 605.8 618.3 621,1 625.2 630.0 629.0 631.0
25 Bankers acceptances held” . .. 43 4.2 4.2 4.3 4.1 4.1 4.1 4,0 4.0 4.3 44 4.2
26 Other commercial and
industrial . .............. 588.8 589.1 592.8 595.0 600.9 601.7 614.2 617.1 621.3 625.8 624.6 626.8
27 U.S. addressees®. . .. 582.2 582.5 586.6 588.9 594.8 596.4 608.9 611.8" 616.0" 620.2 619.0 621.2
28 Non-U.S. addressees’ 6.6 6.6 6.2 6.1 6.1 5.3 53 5.3 53 5.5" 5.6 5.6
29 Real estate 644.2 651.9 660.7 667.2 673.3 678.9 683.6 689.2 697.4 704.1 712.1 720.5
30 Individual. 347.8 351.8 352.6 354.1 359.4 360.7 358.2 357.7 360.3 363.2 364.5 365.9
3t Security ..., 38.3 35.1 36.9 37.6 389 38.2 43.8 44.1 42.0 38.9 42.8 39.9
32 Nonbank financial
institutions ... 31.0 30.7 0.1 303 3t 30.7 30.0 29.1 29.07 29.2" 30.8 31.7
33 Agricultural ... 30.4 30.5 30.6 30.5 30.5 30.1 29.8 29.6 29.6 30.1 30.7 31.1
34 State and political
subdivisions 47.7 47.3 48.0 47.1 46.6 45.8 45.5 45.1 44.8 44.5 44.2 43.7
35  Foreign banks .. 7.9 7.4 7.6 8.2 7.9 8.1 8.5 8.0 8.0 9.0 9.1 9.0
36  Foreign official ins 5.1 5.0 4.9 4.9 49 4.8 4.8 4.8 4.9 4.9 4.7 4.5
37  Lease financing receivables .. .. 28.0 28.4 28.7 28.9 29.4 29.7 29.7 29.7 29.8 30.0 30.0 30.2
38  Allotherloans................ 48.9 49.6 47.3 47.5" 473 4.0 45.0 45.4 4.7 442 44,5 47.1

I. Data have been revised because of benchmarking beginning January 1984.
These data also appear in the Board's G.7 (407) release. For address, see inside
front cover.

2 Excludcs loans to commercml banks in the United States.

cial paper held.
4 Um!ed Statcs mcludes the 50 states and the District of Columbia.
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1.24 MAJOR NONDEPOSIT FUNDS OF COMMERCIAL BANKS!

Monthly averages, billions of dollars

1988
Source
Aug, Sept. Oct
Seasonally adjusted
1 Total nondeposit funds® ............... 219.4 210.0 | 2109
2 Net balances due to related foreign offices® . ... 19.2 8.2 5.6
3 Borrowings from olh;r than commercial banks
in United States” ....................... 200.3 201.8 205.3
4 Domestically chartered banks ... | 165.8 165.8 167.1
S Foreign-related banks ..................... 34.5 36.0 38.2
Not seasonally adjuste
6 Total nondeposit funds® ..................... 2183 206.6 { 2049
7 Net balances due to related foreign offices’ 18.7 9.2 5.2
8  Domestically chartered banks ........ Lo =73 -15.7 { -20.5
9  Foreign-related banks ..................... 26.0 24.9 25.7
10 Borrowings from ulhfr than commercial banks
in United States® ....................... 199.6 197.3 199.7
11 Domestically chartered banks ,............. 165.3 162.1 162.9
12 Federal funds a?d security RP
bgrrowings ........................ 160.3 157.6 158.8
13 Other®........ooo i, o 5.0 4.4 4.1
14 Foreign-related banks® .................... 34.2 35.3 36.8
Memo
Gross large time deposits’
15 Seasonally adjusted 414.6 419.7 | 423.2
16  Not seasonall)/ adjusted 415.1 421.7 | 424,
u.s. Treaiury d b
banks'
17 Seasonally adjusted ....................... 17.1 23.5 21.2
18  Not seasonally adjusted ................... 11.9 24.6 2717

1989

Nov. Dec. Jan. Feb. Mar, Apr. May June July
2173 1 2146 | 2074 | 210.67 | 2112 204.3 207.1 2230 226.8
9.3 6.7 8.0 10.7 8.0 2.9 —.1 79 1.1
8.0 | 207.9 | 199.4 199.9 203.1 201.5" 1 2072 215.47 | 2157
168.7 168.9 | 162.4 160.7 165.1 162.8 166.5 175.0 173.9
39.3 39.0 37.0 39.2 8.1 38.7 40.7 40.0 41.8
214.1 209.0 | 206.6" | 21547 | 216.8 207.0 | 2447 226.1" | 222.6
10.3 9.2 7.7 10.4 7.0 .8 2.6 8.1 8.1
-19.2 | =207 | —-20.5 | =179 | —19.8 | -23.0 | —22.1 | —18.5 | —16.6
29.5 29.9 28.2 28.3 26.8" 238" 24.6 26.6 4.7
203.7 199.8 | 198.9 204.9 209.8" | 206.2 21227 | 218.0" | 2144
167.4 162.9 | 160.8 164.4 170.2 166.7 171.0 176.4" | 172.1
162.8 159.3 157.4 161.2 166.7 162.4 167.3 1729 169.4
4.6 3.5 34 3.2 35 4. 3.7 3.4 2.7
36.3 37.0 38.1 40.5 39.6 39.5 41.1 41.6 42.4
424.5 429.2 | 4349 | 4403 446.77 | 4527 456.8" | 458.8" [ 4616
425.6 | 429.8 | 4345 440.2 448.2 450.6 | 455.5 457.37 | 458.9
23.0 24.9 20.3 20.3 20.3 20.9 271 2747 22.7
16.3 2.9 25.0 259 8.1 20.2 343 26.2 23.0

L. Commercial banks are those in the 50 states and the District of Columbia
with national or state charters plus agencies and branches of foreign banks, New
York investment companies majority owned by foreign banks, and Edge Act
corporations owned by domestically chartered and foreign banks.

These data also appear in the Board's G.10 (411) release. For address, see
inside front cover.

2. Includes federal funds, RPs, and other borrowing from nonbanks and net
balances due to refated foreign offices,

3. Reflects net positions of U.S. chartered banks, Edge Act corporations, and
U.S. branches and agencies of foreign banks with related foreign offices plus net
positions with own IBFs.

4. Other borrowings are borrowings through any instrument, such as a prom-
issory note or due bill, given for the purpose of borrowing money for the banking
business, This includes borrowings from Federal Reserve Banks and from foreign
banks, term federal funds, loan RPs, and sales of participations in pooled loans.

5. Based on daily average data reported weekly by approximately 120 large
banks and quarterly or annual data reported by other banks.

6. Figures are partly daily averages and partly averages of Wednesday data.
p 7. ’Eime deposits in denominations of $100,000 or more. Estimated averages of

aily data.

8. U.S. Treasury demand deposits and Treasury tax-and-loan notes at com-
mercial banks. Averages of daily data.
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1.25 ASSETS AND LIABILITIES OF COMMERCIAL BANKING INSTITUTIONS Last-Wednesday-of-Month Series'

Billions of dollars

1988 1989
Account
Sept. Oct. Nov Dec. Jan Feb. Mar Apr. May June Suly
ALL COMMERCIAL BANKING
INSTITUTIONS?
1 Loans and securities .................. 2,535.6 2,551.6 2,591.6 2,601.6 2,587.0 2,624.0 2,627.1 2,623.0 2,659.8 2,660.7 2,677.1
2 Investment securities.......... . 526.8 524.8 5329 533.5 533.5 535.8 539.1 538.3 541.1 541.6 538.3
3 U.S. government securities .. 336.4 334.1 341.5 345.3 347.3 351.3 355.5 356.6 359.1 362.2 360.3
4 Other...........coovvvienns 190.4 190.7 191.4 188.2 186.2 184.5 183.6 181.7 182.0 179.4 178.1
5 Trading account assets ........ 21.2 249 24.8 19.2 21.5 20.1 21.8 17.8 19.2 18.2 19.8
6 Totalloans..............oo0u. 1,987.5 | 2,002.0 | 2,033.9 | 2,048.9 | 2,032.1 | 2,068.0 | 2,066.2 | 2,066.8 | 2,099.5 | 2,100.9 | 2,119.0
7 Interbank loans........... 154.9 161.3 170.3 165.7 159.9 173.2 154.9 150.7 160.5 155.0 162.4
8 Loans excluding interbank . 1,832.7 1,840.7 1,863.6 1,883.2 1,872.2 1,894.9 1911.3 1,916.2 1,939.0 1,945.9 1,956.6
9 Commercial and industrial 593.3 595.0 601.3 608.8 604.6 617.6 622.9 627.3 631.1 628.3 635.3
10 Real estate . ...... 654.7 661.8 669.6 676.3 679.7 684.1 692.6 699.4 706.7 715.1 722.8
11 Individual. . ...... . 352.7 353.3 3553 361.4 360.8 358.3 358.1 361.8 363.8 366.0 366.2
12 Allother...............ovivvins 232.0 230.6 237.5 236.6 221.0 234.8 237.7 2277 237.4 236.6 232.3
13 Total cash assets............ooovveins 216.6 209.9 237.5 246.3 216.1 227.4 211.5 215.8 248.3 214.2 211.7
14 Reserves with Federal Reserve Banks. il 317 33.8 4.5 31.5 21.7 30.9 334 27.8 27.9 30.6
IS Cashinvault....................... 26.2 26.3 28.7 30.3 27.5 26.6 26.8 26.9 27.9 27.6 27.4
16  Cash items in process of coliection ... 76.3 729 89.8 92.3 76.4 89.1 75.9 78.8 107.6 78.7 75.2
17  Demand balances at U.S, depository
institutions 29.8 29.4 324 34.4 28.7 333 28.8 28.5 34.9 29.6 28.8
18 Other cashassets ..............vvuns 53.2 49.6 52.8 54.8 52.0 50.7 49.0 48.3 50.2 50.5 49.7
19 Other assets......oovuvevrernninneons 194.5 200.3 200.7 200.0 194.6 191.4 194.1 200.7 206.8 198.7 201.1
20 Total assets/total liabilities and capital. ... | 2,946.7 | 2,961.8 | 3,029.7 | 3,047.9 | 2,997.8 | 3,042.8 | 3,032.7 | 3,039.5 | 3,114.9 | 3,073.6 | 3,090.0
21 Deposits «.ovuveiiiiiiiiiii e 2,062.8 | 2,072.2 | 2,125.8 | 2,145.7 § 2,097.1 | 2,125.2 } 2,123.7 | 2,134.2 | 2,182.6 | 2,138.2 | 2,152.0
2 ransaction deposits ................ 588.3 587.8 628.6 642.7 586.6 602.6 583.2 594.5 628.5 580.5 579.4
23 Savings deposits ... 536.6 537.8 541.1 535.6 528.8 527.3 523.2 512.0 509.7 507.4 514.0
24 Time deposit, 937.9 946.7 956.1 967.5 981.7 953 | L0173 | 1,027.6 | 1,044.3 | 1,050.2 | 1,058.6
25 Borrowings. ... 471.8 482.6 479.0 473.1 493.6 502.9 483.6 486.7 510.6 512.7 510.2
26 Other liabilities 220.8 214.5 2290 233.7 209.1 216.5 223.9 217.4 218.6 218.4 223.1
27 Residual (assets } iabilities) 191.4 192.5 195.9 195.3 198.0 198.2 201.4 201.2 203.2 204.4 204.7
MEmo
28 U.S. government securities (including
trading account) .........o..vanns 352.6 354.0 361.0 359.4 364.4 366.2 372.1 369.5 3723 374.4 373.5
29 Other securities (including trading
ACCOUNT) v vver e e eirnrnnns 195.4 195.7 196.7 193.4 190.5 189.7 188.8 186.6 188.0 185.4 184.6
DOMESTICALLY CHARTERED
COoMMERCIAL Banks?
30 Loans and securities .................. 2,339.8 2,353.9 2,389.8 2,351.9 2,385.1 2.,405.9 2,407.8 2,407.8 2,446.0 2,439.9 2,452.1
31 Investment securities. ... .. 501.7 499. 507.1 507. 507.0 509.0 513.1 513.8 516.1 517.3 514.2
32 U.S. government securities 325.0 322.8 3299 333.2 334.5 338.) 342.7 344.1 345.9 349.5 347.8
33 Other..........cooveuinnnn. 176.7 176.5 177.4 174.0 172.6 171.0 170.4 169.7 170.2 167.8 166.5
34  Trading account assets ........ 21.2 249 24.8 9.2 21.5 20.1 21.8 17.8 19.2 18.2 19.8
35 Totalloans..................... 1,816.9 | 1,829.8 | 1,858.0 | 1,865.4 | 1.856.6 | 1,876.8 | 1,872.8 | 1,876.2 | 1,910.6 | 1,904.5 | 1918.1
36 Interbank foans .. ............. 126.2 131.3 139.7 133.1 131.4 138.9 122.3 120.2 131.5 1193 126.4
37 Loans excluding interbank .. ... 1,690.7 | 16985 | 1,783 | 1,732.3  1,725.2 | 1,737.8 | 1,750.5 | 1,756.0 | 1,779.2 | 1,785.1 1,791.7
38 Commercial and industrial ... 490.2 492.7 498.7 500.6 498.9 503.4 506.1 511.3 515.5 511.6 515.6
39 Real estate ................. 634.8 641.3 647.7 654.3 657.7 661.7 669.8 676.0 683.2 691.6 698.2
40 Individual . ................. . 352.3 353.0 354.9 361.1 360.5 358.0 357.7 361.4 363.5 365.6 365.8
41 Allother...............c.ovvee 2133 211.6 217.0 216.3 208.1 214.7 216.9 207.3 217.0 216.3 212.0
42 Total cash assets 194.1 190.2 216.6 223.1 193.5 206.4 191.4 195.3 227.0 192.3 190.1
43 Reserves with 29.0 29.9 2.6 33.1 30.1 26.6 29.5 30.7 26.7 26.6 29.6
44 Cash in vault 26.1 26.2 28.6 30.3 274 26.6 26.8 26.8 27.9 27.6 274
45  Cash items in process of collection ... 75.9 72.2 89.0 91.4 75.6 88.1 5.1 71.9 106.6 779 74.4
46  Demand balances at U.S. depository
institutions , ........ooiiiiiin 271.7 27.4 30.5 2.4 26.8 312 26.6 26.8 329 21.5 27.0
47  Othercashassets ............ooovves 35.3 34.4 35.8 35.9 33.6 339 334 33.1 33.0 329 31.7
48 Other assets..........ovevinveveninns 127.3 130.4 132.2 135.6 128.1 129.6 130.6 134.6 133.6 131.6 128.4
49 Total assets/Habilities and capital ........ 2,661.3 2,674.5 2,738.6 ,750.5 2,706.7 2,741.8 2,729.9 2,731.7 2,806.6 2,763.9 2,770.6
50 DEPOSItS ..o vvui i 1,995.7 | 2,004.0 | 2,056.3 | 2,073.0 [ 2,026.1 | 2,052.7 | 2,047.4 | 2,056.2 | 2,103.0 | 2,058.8 | 2,071.3
51 Transaction deposits ................ 579.5 578.2 618.7 632.9 577.4 593.5 574.1 584.8 618.7 571.2 570.2
52 Savings deposit 534.1 535.2 538.6 533.1 526.4 524.8 520.7 509.4 507.1 504.8 511.3
53 Time deposit 882.1 8940.7 899.0 907.0 922.3 934.4 952.6 961.9 977.2 982.9 989.9
54 Borrowings. ... 359.5 365.2 366.1 363.7 377.1 378.7 362.8 368.2 383.0 387.3 380.2
55 Other liabilities . . 118.2 116.3 123.8 122.0 109.0 115.8 121.7 115.6 120.9 116.9 117.8
56 Residual (assets less liabilities) ......... 187.8 189.0 192.4 191.8 194.5 194.6 197.9 197.7 199.7 200.8 201.2
MEmo
57 Real estate loans, revolving . ........... 37.5 38.5 39.7 40.1 40.7 41.7 42.5 43.4 44.3 45.3 45.7
58 Real estate loans, other................ 597.3 602.7 608.0 614.2 617.0 620.0 627.3 632.6 638.9 646.2 652.5

1. Back data are available from the Banking and Monetary Statistics section,
Board of Governors of the Federal Reserve S{lslem, Washington, D.C., 20551.
These data aiso appear in the Board's weekly H.8 (510) release.

Figures are partly estimated. They include all bank-premises subsidiaries and
other significant majority-owned domestic subsidiaries. Loan and securities data
for domestically chartered commercial banks are estimates for the last Wednes-
day of the month based on a sample of weekly reporting banks and quarter-end
condition report data. Data for other banking institutions are estimates made for

the last Wednesday of the month based on a weekly reporting sample of
foreign-related institutions and quarter-end condition reports.

2. Commercial banking institutions include insured domestically chartered
commercial banks, branches and agencies of foreign banks, Edge Act and
Agreement corporations, and New York State foreign investment corporations.

3. Insured domestically chartered commercial banks include all member banks
and insured nonmember banks.
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1.26 ASSETS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS!
Millions of dollars, Wednesday figures
1989
Account
May 31 June 7 June 14 | June 21 June 28 July 5 July 12 July 19 July 26
1 Cash and balances due from depository institutions .. ... 126,047" 103,021" 112,907 103,146" 105,727 121,904 116,706 105,662 105,395
2 Total loans, leases, and securities, net .................. 1,213,512 (1,201,589 | 1,203,738 | 1,208,875 | 1,208,607 | 1,224,771 { 1,217,310 | 1,207,891 | 1,216,173
3 U.S. Treasury and government agency ................. 137,220 137,634 137,626 140,272 140,742 141,500 140,479 140,334 142,712
4 Trading account ................... 13,216 13,548 13,823 14,427 12,168 13,152 13,389 12,688 13,224
5 lnvestment account ... 124,003 124,086 123,803 125,845 128,575 128,348 127,090 127,646 129,488
6  Mortgage-backed securities” ... .. ... 53,356 53,508" 53,518 55,368" 57,264 57,53 57,68 58,591 60,455
All other maturing in
7 One yearorless ..........ooocoieiiinn 21,415 21,592" 21,340 21,347 21,950 21,053 20,894 20,718 20,472
8 Over one through five y 41,192" 41,052" 40,934 40,772 40,734 40,694 39,733 39,624 39,545
9 Over five years ............ 8,041" 7,934 8,011 8,358 8,626 9,068 8,778 8,713 9,017
t0 Other securities ...... 72,670 72,054 72,010 72,176 71,651 71,156 71,083 71,242 71,457
11 Trading account .. .. 1,138 842 1,027 1,045 1,113 1,151 1,033 1,075 1,232
12 Investment account 71,533 71,211 70,982 74,131 70,538 70,004 70,050 70,166 70,225
13 States and political subdivisions, by maturity .. 44,473 44,216 44,153 44,069 43,847 43,132 43,172 43,286 43,243
14 Oneyearorless ...........coioeiiniann. 5,051 4,981 4,971 4,915 4,783 4,528 4,666 4,740 4,830
15 Overoneyear ............ov.uonnn 39,422 39,235 39,181 39,154 39,063 38,607 38,505 38,546 38,412
16 Other bonds, corporate stocks, and securities . 27,060 26,996 26,830 27,062 26,691 26,872 26,878 26,880 26,982
17 Other trading account assets ...........cooevviviiinns 4,829 5,232 4,810 4,634 4,870 5,243 4,964 5,434 5,328
18 Federal funds sold® .............. ... .o 77,178 68,424 69,935 70,210 72,860 78,924 72,247 61,897 63,820
19 To commercial banks 51,929 42,728 44,934 45,070 48,091 53,455 49,264 41,507 44,919
20  To nonbank brokers and dealers in securities 18,223 18,593 19,299 18,841 18,409 19,174 16,261 14,695 12,721
21 Toothers ......covvi i 7,026 7,102 5,702 6,299 6,360 6,295 6,721 5,695 6,179
22 Other loans and leases, gross . 959,97571 956,741"} 957,766 | 959,963"| 956,660 965,448 965,618 966,206 969,881
23 Other loans, gross..... 93536771 932,164" 933,176 | 935318"] 931,988 940,668 940,858 941,367 945,022
24 Commerctal and industrial. ................. 317,3317] 316,467 315,680 315,190" 313,384 316,172 315,152 315,626 319,013
25 Bankers acceptances and commercial paper . 1,978 1,840 1,879 1,803 1,781 1,892 1,66 1,755 1,761
26 Allother ...l i 315,353 314,627 313,801 313,388" 311,603 314,280 313,485 313,870 317,252
27 U.S. addressees 313,4247 312,723 311,965 311,547 309,696 312,405 311,767 312,107 315,636
28 Non-U.S. addres: 1,929 1,904 1,836 1,871" 1,907 1,875 1,719 1,763 1,616
29 Real estate loans ...... 3274807 328,0517( 329,624 30,8007 331,538 1 332,033 333,123 334,097 335,181
30 24,422" 24,533 24,746 24,872" 24,541 24,496 24,561 24,679 24,750
31 303,058 303,518 304,878 | 305,929"| 306,997 | 307,537 | 308,561 309,418 { 310,432
2 To individuals for personal expendnures .. 169,495 | 168,929 169,414 168,990" 169,469 169,618 169,946 169,992 170,007
33 To depository and financial institutions 47,9147 47,207 45,839 46,148" 43,406 46,614 46,829 47,758 47,218
34 Commercnal banks in the United States . 21,679 21,044" 20,253 19,632 17,619 19,398 20,088 20,869 21,212
35 Banks in foreign countries ................. ... 4,809" 4,775 3,950 4,412" 3,976 5,006 4,452 4,414 4,192
36 Nonbank depository and other financial institutions . | 21,426 21,387 21,636 22,104" 21,810 22,209 22,289 22,474 21,813
37 For purchasing and carrying securities ............. 15,640 14,288" 15,695 16,135" 17,028 16,382 17,449 15,962 16,360
38 To finance agricultural production ... 5,696 5,731" 5,726 5,748" 5,805 5,869 5,972 5,975 5,937
39 To states and political subdivisions ........... 27,143 27,119 27,037 27,067 26,996 26,812 26,699 26,718 26,735
40 To foreign governments and ol’ﬁcxal institutions 1,853 1,993 1,922 1,879" 1,823 1,845 | 1,888 1,640
41 Allother .................... 22,814" 22,378 22,239 23,361" 22,539 25,323 23,688 23,352 22,932
42 Lease financing recei 24,608 24,576" 24,590 24,645 24,672 24,780 24,760 24,839 24,858
43 Less: Unearned income ... ‘q 4,895" 4,907 4,919 4,937 4,948 4,836 4,849 4,935 4,944
44 Loan and lease reserve’ 33,465 33,589 33,490 33,4437 33,228 32,663 32,232 32,285 32,081
45 Other loans and leases, net ... 921,615 918,245 919,356 | 921,583 918,484 927,949 928,537 928,985 932,855
46 All other assets ............ 131 085' 132,019" 130,697 131,785" 128,227 135,575 128,694 128,502 124,465
47 Total assets ... .| 1,470,644" | 1,436,629 | 1,447,342 | 1,443,806" | 1,442,562 | 1,482,250 | 1,462,716 | (,442,055 | 1,446,033
48 Demand deposits .................... 244,114 219,785 226,181 219,160 219,187 255,695 224,157 222,146 215,863
49  Individuals, partnerships, and corporations 189,983 175,662 180,957 174,885 173,820 203,404 180,033 177,274 172,225
50  States and political subdivisions ... .... 5,894 5,420 ,890 6,616 6,078 7,340 5,725 5,724 5,862
51 U.S.government ..............ocoiiiviiinn 2,678 3,373 4,547 1,888 2,516 2,058 3,071 4,410 3,046
52 Depository institutions in the United States . 25,996 19,292 19,817 19,736 20,081 22,729 19,998 19,117 19,246
53 Banks in foreign countries ............. 8,515 7.2 6,020 7,030 6,707 7,857 6,622 6,966 6,410
54  Foreign governments and official institutio 669 954 891 866 1,022 83§ 955 832 809
55  Certified and officers’ checks ................ 10,378 7,879 8,059 8,138 8,963 11,471 7,753 7,822 8,265
56 Transaction balances other than demand deposits 74,271 75,696 74,883 72,702 71,824 76,580 74,576 73,877 72,951
57 Nontransaction balances ..............0oovih. 673,096 677,506 676,569 | 675,376 674,735 682,277 682,662 681,581 681,918
58  Individuals, partnerships, and corporations .. 631,697" 636,172") 635,473 | 634,831"| 634,492 642,978 643,189 642,373 642,564
59  States and political subdivisions ............ 32,401 32,1707 32,069 31,482" 31,154 30,082 30,349 30,010 30,110
60 U.S.government .......... ..., ... ... 922 916 882 882 898 917 933 925 928
61  Depository institutions in the United States ......... | 7,420 7,537 7,466 7,484 7,494 7,681 7,562 7,638 7,679
62  Foreign governments, official institutions, and banks . | 657 711 679 696 696 620 629 634 637
63 Liabilities for borrowed money ... .. ..ol 289,130 | 277,162 282,707 | 289.438 291,896 | 280,388 [ 293,606 | 276,542 | 286,563
64  Borrowings from Federal Reserve Bank: 1,349 1,520 1,720 0 960 0 0 25 0
65  Treasury tax-and-loan notes ........... 21,700 8,003 7,165 25,165 25,191 11,939 13,430 13,493 16,136
66  All other liabilities for borrowed muncy 266,081 267,639 273,822 1 264,273 265,746 268,448 280,176 263,023 270,427
67 Other liabilities and subordinated notes and debentures . . 89, 654’ 85,728" 86,028 86,365" 84,046 86,143 86,225 86,583 87,679
68 Total liabilities ..................... ... 1,370,266" | 1,335,878" | 1,346,368 | 1,343,041" | 1,341,689 | 1,381,083 | 1,361,226 | 1,340,729 | 1,344,975
69 Residual (total assets minus total liabilities)” ............ 100,378 | 100,751" 100,973 100,765" 100,873 101,167 101,484 101,326 101,058
MEMoO
70 Total loans and leases (gross) and invegslments m]justedK 4 1,178,264" | 1,176,313 | 1,176,960 | 1,182,553" | 1,181,074 | 1,189,418 | 1,185,038 | 1,182,735 | 1,187,067
71 Total loans and leases (gross) adjusted® ................ 963,545 961,392 962,514 | 9654717 963,811 971,519 968,512 965,726 967,569
72 Time deposits in amounts of $100, 0()0 or more .. 2154267 217,253 217,440 216,782 216,742 217,229 218,934 218,144 217,940
73 U.S. Treasury securities maturing in gne year or less 19418 19,896" 18,892 18,898" 18,603 18,455 18,765 18,906 18,367
74 Loans sold outright to affiliates—total” .......... 1,775 1,854 1,859 1,863 1,800 1,625 1,639 1,686 1,670
75  Commercial and industrial ........,. 1,466 1,542 1,548 1,544 1,479 1,306 1,308 1,347 1,332
76 Other ...t i i o 309 312 312 319 320 319 330 338 338
77 Nontransaction savings deposits (including MMDAs). ... 246,395 248,402 246,968 246,010 245,348 251,750 250,068 249,928 250,100

1. Beginning Jan. 6, 1988, the “Large bank’’ reporting group was revised
somewhat, eliminating some former reporters with less than %2 billion of assets
and dddmg some new reporters with assets greater than $3 billion.

2. For adjustment bank data see this table in the March 1989 Bulletin. The
adjustment data for 1988 should be added to the reported data for 1988 to establish
comparability with data reported for 1989,

3. Includes U.S. government-issued or guaranteed certificates of participation
in pools of residential mortgages.

4. Includes securities purchased under agreements to resell.

5. Includes allocated transfer risk reserve.

6. Includes federal funds purchased and securities sold under agreements to
repurchase; for information on these liabilities at banks with assets of $1 billionor
more on Dec. 31, 1977, see table 1.13.

7. This is not a measure of equity capital for use in capital-adequacy analysis or
for other analytic uses.

b 8k Exclusive of loans and federal funds transactions with domestic commercial
anks.

9. Loans sold are those sold outright to a bank's own foreign branches,
nonconsolidated nonbank affiliates of the bank, the bank’s holding company (if
not a bank), and nonconsolidated nonbank subsndm ies of the holding company.
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1.28 ASSETS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS
IN NEW YORK CITY!

Millions of dollars, Wednesday figures

1989
Account
May 31 | June7 | June 14 | June 21 | June 28 | July 5 | July 12 | July 19 | July 26
1 Cash balances due from depository iastitutions .................. 28,490 | 20,524 | 25,136 | 21,314 24,700 27,588 27,3713 22,860 24,436
2 Total loans, leases, and securities, net? .......................... 222,681 | 216,247 | 217,152 | 216,649 | 215,410 | 215,920 | 219,167 | 212,997 | 213,080
Securities
3 U.S. Treasury and_government dgency 0 0 0 0 0 0 0 [} 0
4  Trading account” ............... 0 0 0 0 0 0 0 0 0
S Investment account ... S| 15,244 | 15,042 15,030 | 15,095 15,461 15,326 15,024 15,642 15,658
6  Mortgage-backed SECUMIES. .\ttt viiririi et eieins 7,237 7,250 7,260 7,288 7.414 7,422 7,444 7,97t 8,112
All other maturing in

7 One year orless ..., . 2,804 2,791 2,781 2,855 2,930 2,818 2,808 2,984 2,871
8 Over one through five y 3,500 3,409 3412 3,295 3,517 3,514 3,203 3,130 3,109
9 Over ﬁve‘years 1,703 1,592 1,576 1,657 1,601 1,572 1,569 1,558 1,565
10 Other securities’ ... . 0 0 0 0 0 0 0 0 0
11 Trading account® .. ... P N . 0 0 0 0 0 0 4] 0 0
12 Investment aCCOUNT .. ...t it it et i 171,777 17,772 17,927 18,224 17,761 17,292 17,359 17,508 17,518
13 States and political subdivisions, by maturity ......... 11,990 11,964 11,932 A 11,707 11,269 11,331 11,408 11,364
14 One year or less 1,161 1,175 1,178 1,181 1,079 8 5 974 1,055
15 Over one year 10,828 | 10,788 10,755 10,723 10,628 10,463 10,426 10,433 10,309
16 Other bonds, corporate §tou s . . 5,787 5,808 R 6,320 6,054 6,023 6,028 s 6,154

17 Other trading account assets” ........ ..., 0 [} 0

Loans and leases S

18 Federal funds sold” ... 27,529 | 22,727 | 24,72t 23,950 | 25,085 23,518 | 25,070 19,114 17,313
19 Tocommercial banks .......... ... i .| 13,687 8,086 10,582 9,875 11,277 10,330 12,986 9,491 9,478
20 To nonbank brokers and dealers in securities ........ ... . 9,708 10,335 10,956 10,384 994 9,606 7,909 6,926 4,474
21 Toothers .........c..oovvine .. 4,134 4,307 3,182 3,690 3,814 3,583 4,175 2,696 3,361

22 Other loans and leases, gross ..
23 Other loans, gross ..........

24 Commercial and industrial ..............c000 .| 59915 | 59,4317 | 58,8427 | 57,5137 | 56,436" | 56,214 | 56,581 57,339 | 59,348
25 Bankers acceptances and commercial paper ........ .. 422 384 489 404 394 353 380 416 376
26 Allother ... L] 59,493 | 59,0477 ] 58,3547 [ 57,109" | 56,043 | 55,861 56,201 56,924 | 58,972
27 U.S.addressees ... .1 58,8647 | 58,4187 | 57,7527 | 56,5067 | 55,3407 | 5,172 | 55,625 | 56,336 | 58,458
28 Non-U.S. addressees ............ococvivviannn, . 629 628 602 603 70 689 576 588

29 Real estate loans ......... 53,608" | 53,6417 | 53,701" | 53,900/ | 54,084" | 54,292 ; 54,741 55,101 55,590
30 Revolving, home equity 3,479 3,481 3,495 3,508 3,524 y 3,553 3,563 3,577
31 Allother............ 50,129" | 50,1607 | 50,206" | 50,392" { 50,561" | 50,751 51,188 | 51,538 [ 52,013
kY] To individuals for persona e 19,347 19,430 19,528 19,498 19,630 19,650 19,623 19,741 19,607
33 To deposilury and ﬁnanciul institutions .............. .| 20,4627 | 19,7727 | 18,975 | 19,335 | 17,4317 19,920 19,695 19,555 18,882
34 Commercial banks in the United States . 9,541" 8,872" 8,442" 8,344" 7,097 X 8,750 8,480 8,314
35 Banks in foreign countries ........................ 3,323 3,215 2,537 2,932 2,529 3,499 2,945 2,881 2,713
36 Nonbank depository and other financial institutions . 7,598 7,685 7, 8,059 7,804 7, 8, 8,194 7,855
37 For purchasing and carrying securities ................. 6,165 5, 5,971 6,374 7,146 6,396 7,210 5,738 5,964
38 To finance agricultural production ..................... 158 163 155 148 150 155 162 163 156
39 To states and political subdivisions .................... 5,982 5,945 5,898 5974 5,917 5976 5,881 5,879 5,855
40 To foreign governments and official institutions . . 480 625 504 508 476 506 664

4] Allother ... i . \ K 4,893 5,113" 4,826" 5,025 5,261 4,833 4918
42 Lease financing receivables .. .. . 5,701 5,729 5,712 5,707 5,696 5,725 5717
43 Less: Unearned income ......... 1,641 1,655 1,675 1,686 1,657 1,663 1,754 1,787

Loan and lease reaerze ..

45 Other loans and leases, net 159,474 1 159,380 | 157,103 | 159,784 } 161,714 | 160,733 | 162,591

46 Al Other a8SEts’ ... o.oovrnonssoiniiniii i | 57,284 54,848 | 59,411 56,451 62,477 55016 55,649 | 53,357

47 Total BSSELS. .. ... o ittt e 297,137 | 297,373 | 296,562 | 305,985 | 301,557 | 291,506 | 290,873
Deposits .

48 Demand deposits ...... iy T U 58,706 | 50,054 | 50,818 | 52,866 | 52,046 61,690 | 51,370 | 52,175 | 49,420

49  Individuals, partnerships, and corporations ............... .| 38911 35,302 36,199 36,539 35,773 42,822 36,560 36,974 34,630

50  States and political subdivisions 625 571 1,057 938 850 1,742 705 717 552

51 U.S.government ............. 478 577 693 193 493 242 606 k! 581

52 Depository institutions in the U States

6,745 4,183 4,787 5,642 5,120 4,847 4,827 4,669 4,767
53 Banks in foreign countries .......

7,040 5,972 4,590 5,710 5,240 6,352 5,325 5,559 5,120

54  Foreign governments and offic 530 785 749 628 863 683 798 689 653
55  Certified and officers’ checks ..................... ..., . 4,376 2,663 2,743 3,216 3,706 5,002 2,549 2,795 3,116
56 Transaction balances other than demand deposits

(ATS, NOW, Super NOW, telephone transfers) ............. 8,236 8,412 8,446 8,178 8,109 8,467 8,352 8,215 ,164
57 Nontransaction balances .............. e 113,778 | 114,776 | 113,479 | 112,939 | 112,693 | 115,221 | 114,540 | 113,768 113 469
58 Individuals, partnerships, and corporations .................... 103,405 | 104,455 | 103,007 | 102,616 | 102,309 | 105,074 | 104,126 | 103,441 | 103,095
59  States and political subdivisions ............... ... 8,095 8,013 8,186 8,039 8,106 7,745 7,986 7,805 7,840
60  U.S. GOVEIMMEND . ... .o it aireies 29 30 30 29 28 32 31 32 30
61  Depository institutions in the United States ................... 2,000 1,997 2,004 2,004 1,998 2,123 2,142 2,243 2,254
62  Foreign governments, official institutions, and banks ........... 249 281 253 250 251 247 254 247 250
63 Liabilities for borrowed money ............. ... ..o 65,776 | 64,382 66,456 | 65,433 68,297 62,795 67,984 58,638 61,644
64  Borrowings from Federal Reserve Banks ..................... 0 0 0 0 960 0 0 0 0
65  Treasury tax-and-loan notes ............ ... i, 5,381 1,772 1,485 6,086 5,969 2,588 3,130 3,045 3,926
66 All other liabilities for borrowed money ...................... 60,395 62,610 64,971 59,348 61,368 60,207 64,854 55,592 57,718
67 Other liabilities and subordinated notes and debentures ........... 33,420 29,387 29,100 29,314 26 802 29,262 30, 673 30,216 29,707
68 Total liabilities ............ .. i 279,916 | 267,011 | 268,299 | 268,730 | 267,947 | 277,435 | 272,920 | 263,013 | 262,404
69 Residual (total assets minus total liabilities)® .................... 28,539 28,792 28,837 28,643 28,615 28,550 28,637 28,494 28,469
MEemo
70 Total loans and leases (gross) and inveisﬂlmem.s' adjusted2® . 214,135 | 214,008 | 212,824" | 213,1427 | 211,742 | 211,222 | 211,231 | 208,929 | 209,219

71 Total loans and leases (gross) adjusted™ ................ ... ..o | 181,1187 | 181,194" | 179,867" | 179,822 | 178,520 | 178,604 | 178,848 | 175,778 | 176,043
72 Time deposits in amounts of $100,000 or more .. .| 43,084 | 43,323 | 42,891 | 42,576 | 42,356 | 43,737 | 43,612 | 42,952 [ 42,351
73 U.S. Treasury securities maturing in one year or les 2,950 2,829 2,956 2,978 2,872 3,103 2,821 3,183 2,758

1. These data also appear in the Board’s H.4.2 (504) release. For address, see 7. Includes trading account securities.

inside front cover. 8. Includes federal funds purchased and securities sold under agreements to
2. Excludes trading account securities. repurchase.
3. Not available due to confidentiality. 9. Not a measure of equity capital for use in capital adequacy analysis or for
4. Includes U.S. government-issued or guaranteed certificates of participation other analytic uses.

in pools of residential mortgages. 10. Exclusive of loans and federal funds transactions with domestic commer-
5. Includes securities purchased under agreements to resell. cial banks.

6. Includes allocated transfer risk reserve.
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1.30 LARGE WEEKLY REPORTING U.S. BRANCHES AND AGENCIES OF FOREIGN BANKS' Assets and
Liabilities
Millions of dollars, Wednesday figures
1989
Account
May 31 June 7 June 14 June 21 June 28 July § July 12 July 19 July 26
1 Cash and due from depository institutions . . . 11,420 10,617 11,621 11,396 11,606 10,701 11,647 11,120 11,809
2 Total loans and securities.................. 130,214" 131,486" 133,136" 133,187" 134,216 131,647 131,510 132,164 137,745
3 U.S. Treasury and government agency
SECUrities ... ... 8,863 8,659 8,132 8,596 8,557 8,652 8,545 8,654 8,416
4 Other securities. . ,.......... 6,137 6,138 6,014 6,006 5,988 5,944 5,930 5,922 6,018
S Federal funds sold? ..............co0.o.uns 5,500 7,267 9,030 7,955 7,286 3,928 6,525 4,555 7,868
6 To commercial banks in the United States . 4,489 6,215 8,002 6,915 6,079 2,711 5,392 3,512 6,685
7 Toothers............cooviiiiiiiinan 1,011 1,052 1,028 1,040 1,207 1,217 1,133 1,043 1,183
8 Other foans, gross .. . 109,71 1" 109,422" l()9960’ 110,630" 112,385 113,123 110,510 113,033 115,440
9 Commercial and indu 71,148" 70,601 70,554 71,225 71,220" 71,640 69,889 71,292 73,416
10 Bankers acceptances and com
PAPCL ..ttt s 1,648 1,789 1,888 1,892 1,863 1,761 1,664 1,733 1,712
1 Allother..........covvviiiiiiiiinnn, 69,500 68,812" 666" 69,33Y 69,3577 69,879 68,225 69,559 71,704
12 U.S. addressees B 67,784" 67,056" 66,914" 67,6457 67,6037 67,998 66,288 67,634 69,829
13 Non-U.S. addressees................ 1,716 1,756" 1,752 1,688" 1,754" 1,881 1,937 1,925 1,875
14 Loans secured by real esldte . 14,691 14,736 14,664 15,173 14,912 15,240 15,309 15,517 15,584
15  To financial institutions.................. 19,985 19,997 20,4707 20,480/ 22,089 21,792 21,241 21,922 22,250
16 Commercial banks in the United States. . 14,515" 14,674" 15,1717 15,536" 17, 16,638 16,350 16,932 17,102
17 Banks in foreign countries ... A 1,758 1,783 1,438 1,490 1,513 1,224 1,267 1,408
18 Nonbank financial institutions 3,526" 3,565" 3,516 3,506 3,539" 3,641 3,667 3,723 3,740
19 To foreign governments and official
institutions . ... ... 692 686 649 622 716 629 630 629 633
20 For purctj\asmg and carrying securities . ... 1,563 1,484 2,157 1,642 1,757 2,160 1,799 1,901 1,830
21 Allother’ . ... ..o 1,632 1,918 1,466 1,488 1,691 1,662 1,642 1,772 1,727
22 Other assets (claims on nonrelated parties) . . 32,669 32,146 32,663 32,638 32,508 31,664 32,613 32,336 33,869
23 Net due from related institutions ... 18,293 15,789 14,450 15,520 14,096 17,040 14,869 16,470 15,825
24 Total assets .. ... oovvuiivini v 192,596 190,038 191,869 192,741 192, 426 191 053 190,640 192,090 199,248
25  Deposits or credit balances due to other
than directly related institutions . .. e 48,500" 48,854" 47,970 48,570" 48,753" 48,584 48,631 49,578 49,805
26  Transaction accounts and credit balances® . 3,609 3,477 3,014 3,450 4,101 3,332 3,234 3,212 3,274
27 Individuals, partnerships, and
COrporations. ............ [P 2,107 2,080 1,905 1,934 2,423 2,076 1,956 1,987 1,986
28 Other. . 1,502 1,397 1,109 1,516 1,678 1,256 1,278 1,225 1,288
29  Nontrans on accounty 44,891" 45,377 44,956 45,120 44,652 45,252 45,397 46,366 46,531
16 {ndividuals, partnerships,
corporations. ... .......... 37,829 38,187 37,748 37,732 37,607 37,888 37,768 38,007 38,667
31 Other........oooi i 7,062 7,190 7,208 7,388 7,045 7,364 7,629 8,359 ,864
32 Borrowings from other than directly
related institutions ................ 83,619 82,778" 81,428" 86,349 81,787 86,254 81,000 84,266 85,041
33 Federal funds purchased®................ 38,550 38,762 37.212 41,660 34,949 41,867 36,134 38.285 38.982
34 From commercial banks in the
United States. .. .................. 21,099 20,561 21,260 21,367 17,653 23,142 21,327 18,653 19,557
15 Fromothers................... PN 17,451 18,201 15,952 20,293 17,296 18,725 14,807 19,632 19,425
36  Other liabilities for borrowed money . ..... 45,069 44,016" 44,216" 44,689 46,838" 44,387 44,866 45,981 46,059
37 To commercial banks in the
United States. .. .................. 29,437 28,777 24,940 29,058 31,098 29,767 29,059 29,975 29,790
38 Toothers .................. e 15,632 15,239 15,276 15,63V 15,74 14,620 15,807 16,006 16,269
39 Other liabilities to nonrelated parties 33,782 33,141 33,333 32,472 32,829 32,124 32,944 33,535 34,953
40 Net due to related institutions . . . ... . 26,694 25,266 29,141° 25,350 29,056 24,091 28,065 24,713 29,449
41 Total liabilities. ...................oooau 192,596 190,038 191,869 192,741 192,426 191,053 190,640 192,090 199,248
MEeMo
42 Total loans (gross) and secu"mes adjusted” .. | 111,207 110,597 109,963" 110,736" 111,077 112,298 109,768 111,720 113,955
43 Total loans (gross) adjusted” ........... ... 96,207" 95,800" 95,817 96,134" 96,532" 97,702 95,293 97,144 99,521
1. Effective Jan. 4, 1989, the reporting panel includes a new group of large U.S. separate component of Other loans, gross. Formerly, these loans were included in
branches and a%encws of foreign banks. Earlier data included 65 U.S. branches Al other”’, line 21.
and agencies of foreign banks that included those branches and agencies with 4 lm.ludes credit balances, demand deposits, and other checkable deposits.

assets of $750 million or more on June 30, 1980, plus those branches and ag

that had reached the $750 million asset level on Dec. 31, 1984, These data also deposns
6. Includes securities sold under agreements to repurchase.
7. Exclusive of loans to and federal funds sold to commercial banks in the

dpgear in the Board's H.4.2 (504) release. For address, see inside front cover.
Includes securities purchased under agreements to resell.

. Effective Jan. 4, 1989, loans secured by real estate are being reported as a United States,

savings deposlts, money market deposit accounts,

and time
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1.31 GROSS DEMAND DEPOSITS Individuals, Partnerships, and Corporations'

Billions of dollars, estimated daily-average balances, not seasonally adjusted

Commercial banks
Type of holder 1988 1989

1984 1985 1986 1987

Dec. Dec. Dec. Dec.
Mar. June Sept. Dec Mar. June

1 All holders—Individuals, partnerships, and
corporations. .. ... 302.7 3210 363.6 M35 328.6 346.5 337.8 354,7 3304 n.a.
2 Financial business ..., 31.7 323 41.4 36.3 339 372 34.8 38.6 36.3 n.a.
3 Nonfinancial business 166.3 178.5 202.0 191.9 184.1 194.3 190.3 201.2 182.2 n.a.
4 Consumer ... 81.5 85.5 91.1 90.0 86.9 89.8 87.8 88.3 87.4 n.a.
S Foreign. ... .. 3.6 15 3.3 34 3.5 34 3.2 3.7 3.7 n.a.
6 Other ... ... i 19.7 21.2 25.8 21.9 20.3 219 217 22.8 20.7 n.a.
Weekly reporting banks
1988 1989

1984 1985 1986 1987

Dec. Dec. Dec. Dec.
Mar June Sept Dec Mar. June

7 All holders—Individuals, partnerships, and

COrPorations. .........vii i 157.1 168.6 195.1 183.8 181.8 191.5 185.3 198.3 181.9 182.2
8 Financial business ..............coiiiiiiiiiin, 253 259 32.5 28.6 27.0 30.0 272 30.5 27.2 25.4
9 Nonfinancial business . . 87.1 94.5 106.4 100.0 98.2 103.1 101.5 108.7 98.6 99.8
10 Consumer ............ 30.5 33.2 37.5 39.1 41.7 4.3 41.8 42.6 41.1 2.4
11 Foreign. ... 3.4 3.1 33 33 34 34 31 36 33 2.9
12 0ther ..o 10.9 12.0 15.4 12.7 11.4 12.8 11.7 12.9 1.7 1.7

1. Figures include cash items in process of collection. Estimates of gross
deposits are based on reports supplied b{ a samﬁle of commercial banks. Types
of depositors in each category are described in the June 1971 BULLETIN, p. 466.
Figures may not add to totals because of rounding.

2. Beginning in March 1984, these data reflect a change in the panel of weekly
reporting banks, and are not comparable to earlier data. Estimates in billions of
dollars for December 1983 based on the new weekly reporting panel are: financial

fi , 30.1; foreign, 3.1; other

b 24.4; nc ial b 58, 80.9;
9.5.

3. Beginning March 1985, financial business deposits and, by implication, total
gross demand deposits have been redefined to exclude demand deposits due to
thrift institutions. Historical data have not been revised. The estimated volume of
such deposits for December 1984 is $5.0 billion at all insured commercial banks
and $3.0 billion at weekly reporting banks.

4. Historical data back to March 1985 have been revised to account for
corrections of bank reporting errors. Historical data before March 1985 have not
been revised, and may contain reporting errors. Data for all commercial banks for
March 1985 were revised as foll ows (in billions of dollars): all holders, —.3;

—.8; nonfi | business, —.4; consumer, .9; foreign, .l;
other, —.l. Data for wcekly reporting banks for Mdrch 1985 were_revised as
foltows (in billions of dollars): all holders, —.1; -.7; nc

cial business, —.5; consumer, 1.1; foreign, . l other, —.2.

5. Beginning March 1988, these data reflect a change in the panel of weekly
reporting banks, and are not comparable to earlier data. Estimates in billions of
dullars for December 1987 based on the new weekly reporting panel are: financial
-13 i 29.4; nonfi b 105.1; ¢ , 41.1; foreign, 3.4; other,
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1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING

Millions of dollars, end of period

1989
. 1984 1985 1986 1987 1988
Instrument Dec. Dec. Dec. Dec. Dec.
Jan. Feb. Mar. Apr. May June
Commercial paper (seasonally adjusted unless noted otherwise)
1 Allissuers............ooociiininns 237,586 | 298,779 | 329,991 | 357,129 | 455,017 | 471,066 | 487,771 | 492,821 | 494,292 | 497,369 | 503,445
Financial companies'
Dealer-placed pape
2 Total ..o 56,485 78,443 | 101,072 | 101,958 | 159,947 | 162,884 | 173,944 | 172,950 | 170,549 | 167,795 | 167,681
3 Bank-related Snot seasonally
adjusted)” ........ioi 2,035 1,602 2,265 1,428 1,248 n.a. n.a. n.a. n.a. n.a. n.a.
Dtrec!ly placed paper*
4 Total ... 110,543 | 135,320 | 151,820 | 173,939 | 192,442 | 199,828 | 201,997 | 205,374 | 207,231 | 206,497 | 211,020
5 Bank-related gnot seasonally
adjusted)” ., ... ... ... 42,105 44,778 40,860 43,173 43,155 n.a. n.a. n.a. n.a, n.a, n.a.
6 Nonfinancial companies®............... 70,558 85,016 77,099 81,232 | 102,628 | 108,354 | 111,830 | 114,497 | 116,512 | 123,077 | 124,744
Bankers dollar acceptances (not seasonally adjusted)6
TTotal .......coovvniiivni i 78,364 68,413 64,974 70,565 66,631 62,212 62,812 62,458 64,357 62,396 64,182
Holder
8 Accepting banks ................... 9,811 11,197 13,423 10,943 9,086 9,009 9,401 8,336 9,616 8,908 9,333
9 Ownbills ... 8,621 9,471 11,707 9,464 8,022 7,927 8,497 7,642 8,107 8,115 8,399
10 Billsbought ................... ... 1,191 1,726 1,716 1,479 { 1,082 904 693 1,509 794 934
Federal Reserve Banks
11 Ownaccount....................... 0 0 0 0 0 0 0 0 0 0 0
12 Foreign correspondents.............. 671 937 1,317 965 1,493 1,596 1,579 1,544 1,400 1,374 1,177
130thers.........c.o v, 67,881 56,279 50,234 58,658 56,052 51,608 51,832 52,579 53,340 52,113 53,672
Basis
14 Imports into United States............. 17,845 15,147 14,670 16,483 14,984 14,917 15,588 14,755 15,234 14,900 15,477
15 Exports from United States............ 16,305 13,204 12,960 15,227 14,410 13,813 13,927 13,581 14,371 14,452 15,040
16 Allother.................. ... .0 44,214 40,062 37,344 38,855 37,237 33,482 33,297 34,122 34,752 33,044 33,666

1. Institutions engaged primarily in activities such as, but not limited to,
commercial savings, and mortgage banking; sales, personal, and mortgage fi-
nancing; factoring, finance leasing, and other business lending; insurance under-
writing; and other investment activities.

2. Includes all financial company paper sold by dealers in the open market.

3. Beginning January 1989, bank-related series have been discontinued.

4. As reported by financial companies that place their paper directly with
investors.

5. Includes public utilities and firms engaged primarily in such activities as
communications, construction, manufacturing, mining, wholesate and retail trade,
lransponal\on and services.

6. Beginning January 1988, the number of respondents in the bankers accep-
tance survey were reduced from 155 to 111 institutions—those with $100 million
or more in total acceptances. The new reporting group accounts for over 3
percent of total acceptances activity.

1.33 PRIME RATE CHARGED BY BANKS on Short-Term Business Loans

Percent per year

gy , . Average . Average . Average
Date of change Rate Period rate Period rate Period rate
9.00 1987 —IJan. 7.50 8.75
8.50 8.33 Feb. .. 7.50 8.51
8.00 8.21 Mar. .. 7.50 8.50
7.50 9.32 Apr. .. 7.75 8.50
May 8.14 8.84
7.75 9.50 June 8.25 9.00
8.00 9.50 July 8.25 9.29
8.25 9.10 Aug. 8.25 9.84
8.75 8.83 Sept 8.70 10.00
9.25 8.50 Oct. 9.07 10.00
9.00 8.50 Nov. 8.78 10.05
Nov. 5........... 8.75 8.16 Dec 8.75 10.50
7.90
1988 —Feb, 2 ........... 8.50 7.50 10.50
May 11........... 9.00 7.50 10.93
July 14 ..., 9.50 7.50 11.50
Aug. 1l ........... 10.00 7.50 11.50
Nov.28 ........... 10.50 11,50
11.07
1989 —Feb, 10 ........... 11.00 10.98
24 .00 11.50 10.50
June 5........... 11.00
July 31........... 10.50

NorTE. These data also appear in the Board’s H.15 (519) and G.13 (415) releases.
For address, see inside front cover.
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1.35 INTEREST RATES Money and Capital Markets

Averages, percent per year; weekly, monthly and annual figures are averages of business day data unless otherwise noted.

1989 1989, week ending
Instrument 1986 1987 1988
Apr. May June July June 30 | July 7 | July 14 | July 21 | July 28
MONEY MARKET RATES
1 Federal funds? ........... IECETRERIOS 6.80 6.66 7.57 9.84 9.81 9.53 9.24 9.58 9.58 9.31 9.24 9.14
2 Discount window borrowing'* .. 6.32 5.66 6.20 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00
Commercial paper®:
3 1l-month 6.61 6.74 7.58 9.77 9.58 9.34 8.95 9.35 9.19 8.91 8.93 8.86
4  3-month ... 6.49 6.82 7.66 9.81 9.47 9.11 8.68 9.10 8.95 8.63 8.65 8.59
5 6-month s 6.39 6.85 7.68 9.78 9.29 8.80 8.35 8.73 8.56 8.31 8.36 8.27
Finance paper, directly placed®
6  1-month 6.57 6.61 7.44 9.70 9.48 9.24 8.80 9.27 9.03 8.75 8.80 8.75
7  3-month 6.38 6.54 7.38 9.70 9.27 8.77 8.32 8.77 8.60 8.30 8.29 8.19
8 6-month 6.31 6.37 7.14 9.29 8.97 8.22 7.80 8.15 8.04 7.82 7.75 7.70
Bankers acceptances
9 3month .........oociiiiiiiiin 6.38 6.75 7.56 9.68 9.35 8.97 8.54 8.94 8.74 8.52 8.55 8.46
10 6month ...........oiciiiiiinn o 6.28 6.78 7.60 9.63 9.15 8.66 8.19 8.55 8.34 8.18 8.22 8.09
Certificates of deposit, secondary market
11 l-month ..., 6.61 6.75 7.59 9.81 9.61 9.35 8.96 9,35 9.19 8.93 8.95 8.89
12 3-month ... e 6.51 6.87 7.73 9.94 9.59 9.20 8.76 9.16 9.00 8.71 8.75 8.69
13 6month ................. | 650 7.01 7.91 10.13 9.60 9.09 8.59 8.98 8.79 8.53 8.61 8.52
14 Eurodollar deposi!ss, 3-month®........... 6.70" 7.07" 7.85 10.04 9.66 9.28 8.85 9.31 9.16 8.91 8.81 8.84
U.S. Treasury bills
Secondary market
15 3month ... 5.97 5.78 6.67 8.65 8.43 8.15 7.88 8.03 7.81 7.77 7.97 7.98
16 | 602 6.03 6.91 8.65 8.41 7.93 7.61 7.79 7.58 7.52 1.73 7.62
17 l-year ........ T T ITPRRERPR 6.07 6.33 7.13 8.64 8.31 7.84 7.36 7.7 7.42 7.32 7.43 7.35
Auction average 0
18 3-month 5.98 5.82 6.68 8.70 8.40 8.22 7.92 8.07 7.96 7.76 7.87 8.09
19  6-month 6.03 6.05 6.92 8.73 8.39 8.00 7.63 7.78 7.63 7.50 7.67 7.73
20 l-year ........... 6.18 6.33 7.17 8.75 8.44 8.18 7.58 n.a. 7.58 n.a. n.a. n.a.
CAPITAL MARKET RATES
U.S. Treasury notes arld bonds!!
Constant maturities'
21 lyear ... v 6.45 6.77 7.65 9.36 8.98 8.44 7.89 8.28 7.97 7.85 7.96 7.86
22 2-year ........o.i...nn 6.86 7.42 8.10 9.45 9.02 8.41 7.82 8.23 7.95 7.79 7.88 7.75
23 Jyear ... 7.06 7.68 8.26 9.40 8.98 8.37 7.83 8.20 7.94 7.80 7.89 177
24 S-year ... 7.30 7.94 8.47 9.30 8.91 8.29 7.83 8.13 7.93 7.81 7.88 7.75
25 T-year .......iieni.n 7.54 8.23 8.71 9.24 8.88 8.31 7.94 8.16 8.07 7.92 7.98 7.86
26 10-year ..........ooh 7.67 8.39 8.85 9.18 8.86 8.28 8.02 8.14 8.08 8.01 8.07 7.97
27 20-year .............. 7.84 n.a. n.a. n.a. n.a n.a n.a n.a. n.a. n.a. n.a. n.a.
28 30-yea{ .......................... 7.78 8.59 8.96 9.03 8.83 8.27 B.08 8.10 8.09 8.05 8.14 8.08
Composite
29  Over 10 years (long-term) ............ 8.14 8.64 8.98 9.18 8.95 8.40 8.19 8.25 8.22 8.17 8.25 8.17
State and local notes and bonds
Moody's series!
30 ABR et 6.95 7.36 7.37 7.22 6.79 6.69 6.73 .68 6.60
31 Baa .......... 7.76 8.17 7.83 7.82 7.66 7.27 717 7.15 7.15 7.15 7.17 7.20
32 Bond Buyer series 7.32 7.68 7.49 7.25 7.02 6 7.00 6.92 6.95
Corporate bonds
Seasoned issues
33 All industries .............co0iiun 9.71 9.91 10.18 10.14 9.97 9.50 9.34 9.42 9.38 9.34 9.35 9.32
34 Aaa ....... .. 9.02 9.38 9.71 9.79 9.59 9.10 8.93 9.02 8.97 8.94 8.93 8.91
35 Aa 9.47 9.68 9.94 9.94 9.77 9.29 9.14 9.21 9.20 9.15 9.14 9.10
36 A . 9.95 9.99 10.24 10.20 10.01 9.59 9.42 9.49 9.46 9.40 9.43 9.41
37 Baa ... 10.39 10.58 10.83 10.61 10.48 10.03 9.87 9.96 9.91 9.85 9.91 9.86
38  A-rated, reg
bonds! 9.61 9.95 10.20 10.33 10.09 9.66 9.54 9.49 9.54 9.57 9.60 9.45
MEMo: Dividend/price ratio!®
39  Preferred stocks ...........o.oiiiinn 8.76 8.37 9.23 9.50 9.32 8.96 8.81 8.96 8.92 8.85 8.76 8.69
40 Commonstocks...................... 3.48 3.08 3.64 3.59 3.52 3.4 3.38 3.43 3.49 3.39 333 3.31

1. Weekly, monthly and annual figures are averages of all calendar days,
where the rate for a weekend or holiday is taken to be the rate prevailing on the
preceding business day. The daily rate is the average of the rates on a given day
weighted by the volume of transactions at these rates.

2. Weekly figures are averages for statement week ending Wednesday.

3. Rate for tﬁc Federal Reserve Bank of New York.

4. Unweighted average of offering rates quoted by at least five dealers (in the
case of commercial paper), or finance companies (in the case of finance paper).
Before November 1979, maturities for data shown are 30-59 days, 9%0-119 days,
and 120-179 days for commercial paper; and 30-59 days, 90-119 days, and
150-179 days for finance paper.

5. Yields are quoted on a bank-discount basis, rather than in an investment
yield basis (which would give a higher figure).

6. Dealer closing offered rates for top-rated banks. Most representative rate
{which may be, but need not be, the average of the rates quote(rby the dealers).

" 7d Unweighted average of offered rates quoted by at least five dealers early in
the day.

8. Calendar week average. For indication purposes only.

9. Unweighted average of closing bid rates quoted by at least five dealers.

10. Rates are recorded in the week in which bﬂls are issued. Beginning with the
Treasury bill auction held on Apr. 18, 1983, bidders were required to state the
percentage yield (on a bank discount basis) that they would accept to two decimal

places. Thus, average issuing rates in bill auctions will be reported using two
rather than three decimal places.

11. Yields are based on closing bid prices quoted by at least five dealers.

12. Yields adjusted to constant maturities by the U.g. Treasury. That is, yields
are read from a yield curve at fixed maturities. Based on only recently issued,
actively traded securities.

13. Averages (to maturity or call) for all outstanding bonds neither due nor
callable in less than 10 years, inciuding one very low yielding ‘‘flower’” bond.

14. General obligations based on Thursday figures; Moody's Investors Service.

15. General obligations only, with 20 years to maturity, issued by 20 state and
local governmental units of mixed quality. Based on figures for Thursday.

16. Daily figures from Moody's Investors Service. Based on yields to maturity
on selected long-term bonds.

17. Compilation of the Federal Reserve. This series is an estimate of the yield
on recently-offered, A-rated utility bonds with a 30-year maturity and 5 years of
call protection. Weekly data are based on Friday quotations.

18. Standard and Poor’s corporate series. Preferred stock ratio based on a
sample of ten issues: four public utilities, four industrials, one financial, and one
transportation. Common stock ratios on the 500 stocks in the price index.

NoTE. These data also appear in the Board’s H.15 (519) and G.13 (415) releases.
For address, see inside front cover.



1.36 STOCK MARKET Selected Statistics

Financial Markets A25

1988 1989
Indicator 1986 1987 1988
Nov Dec. Jan. Feb. Mar. Apr. May June July
Prices and trading (averages of daily figures)

. g(mmg)n Ig.lé)('k ﬁri('csh

ew York St Exchange

(Do 311965 & S0) 136.03 | 161.78 | 149.97 | 152.67 | 15535 | 16035 | 165.08 | 164.56 | 169.38 | 175.30 | 180.76 | 185.15

2 Industrial ....... o 155.85 195.31 180.83 | 182,25 187.75| 194.62{ 200.00 | 197.58 | 204.81 | 211.81 | 216.75| 221.74
3 Transportation g .3 134.01 137.51 144.06 | 153.09 ] 162.66 | 153.8% 164.32 169.05 | 173.47 | 179.32
4 Utility ... 72.22 79.28 74.81 75.87 77.84 87.16 79.69 84.21 87.95 90.40
5 Finance .... 127.41 130.05 | 128.83 | 132.26 | 137.19 | 146.14 | 143.26 | 146.82 | 154.08 | 157.78
6 Standard & Poor’s

“ (1941-43 0:0 10} 26588 | 271.02 | 276.51 | 285.41 | 294.01 | 292.71 | 302.25 | 313.93| 323,73 | 331.92
7 A ican Stock Exchange

g, 31973 = SO 26491 | 31678 | 295.08 | 292.11 | 298.59 | 316.14 | 323.97  327.47 | 336.82 | 349.50 | 362.73 | 368.52

Volume of trading (thousands of shares)
8 New York Stock Exchange .............. 141,020 {188,922 | 161,386 | 134,420 | 135,233 | 168,204 | 169,223 | 159,024 | 161,863 | 171,495 | 180,680 | 162,501
9 American Stock Exchange .............. 11,846 | 13,832 ,95 497 | 11,227 | 10,797 | 11,780 | 11,395 | 11,529 | 11,699 [ 13,519 | 11,707
Customer financing (end-of-period balances, in millions of dollars)
10 Margin credit at broker-dealers® .......... 36,840 | 31,990 | 32,740 | 33,640 | 32,740 | 32,530 | 31,480 | 32,130 | 32,610 | 33,140 | 34,730 | 34,360
Free credit balaqm'c.\' at brokers®
i1 Margin-account® ... ... ... 4,880 4,750 5,660 4,920 5,660 5,790 5,605 5,345 5,450 5,250 6,900 5,420
12 Cash-account. ... .........oiiivinnnn 19,000 | 15,640 | 16,595 | 15,185 | 16,595 | 15,705 | 16,195 16,045 16,125 | 15,965 | 19,080 | 16,345
Margin requirements (percent of market value and effective date)®
Mar. 11, 1968 June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov. 24, 1972 Jan. 3, 1974

13 Margin Stocks .. ..oooviniit s 70 80 65 55 65 50
14 Convertible bonds . 50 60 50 50 50 50
15 Short sales .......cooveeiiiiieineinine 70 80 65 55 65 50

t. Effective Juty 1976, includes a new financial group, banks and insurance
companies. With this change the index includes 400 industrial stocks (formerly
gZS), 2()l transportation {formerly 15 rail), 40 public utility (formerly 60), and 40

nanciak.

2. Beginning July 5, 1983, the American Stock Exchange rebased its index
effectively cutling previous readings in haif. .

3. Beginning July 1983, under the revised Regulation T, margin credit at
broker-dealers includes credit extended against stocks, convertible bonds, stocks
acquired through exercise of subscritption rights, corporate bonds, and govern-
ment securities. Separate reporting of data for margin stocks, convertible bonds,
and subscription issues was discontinued in April 1984.

4, Free credit balances are in accounts with no unfulfilled commitments to the
brokers and are subject to withdrawal by customers on demand.

5. New series beginning June 1984,

6. These regulations, adopted by the Board of Governors pursuant to the
Securities Exchange Act of 1934, limit the amount of credit to purchase and carry

‘‘margin securities'’ (as defined in the regulations) when such credit is collater-
alized by securities. Margin requirements on securities other than options are the
difference between the market value (100 percent) and the maximum loan value of
collateral as prescribed by the Board. Regulation T was adopted effective Oct, 15,
1934; Regulation U, effective May 1, 1936; Regulation G, effective Mar. 11, 1968;
and Regulation X, effective Nov. 1, 1971,

On Jan. 1, 1977, the Board of Governors for the first time established in
Regulation T the initial margin required for writing options on securities, setting
it at 30 percent of the current market-value of the stock underlying the option. On
Sept. 30, 1985, the Board changed the required initial margin, allowing it to be the
same as the option maintenance margin required by the appropriate exchange or
self-regulatory organization; such maintenance margin rules must be approved b
the Securities and Exchange Commission, Effective Jan. 31, 1986, the SE
approved new maintenance margin rules, permitting margins to be the price of the
option plus 15 percent of the market value of the stock underlying the option.
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1.37 SELECTED FINANCIAL INSTITUTIONS Selected Assets and Liabilities

Millions of dollars, end of period

1988 1989
Account 1986 1987
Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar Apr. May
FSLIC-insured institutions
I Assets ................ 1,163,851 | 1,250,855 | 1,311,668 | 1,323,840 | 1,332,878 | 1,332,905 | 1,350,500" | 1,337,426 | 1,339,157"{ 1,340,732"  1,345,538" | 1,346,714
2 Mortgages............. 697,451 721,593 | 751,421 754,389 | 760,790" 763,001"} 764,513"| 767,197 767,531"| 769,328"| 773,341"| 774,328
3 Mortgage-backed
securities ......... 158,193 { 201,828 | 210,573 | 211,195 211,833} 212,512"| 214,587"( 211,3377| 213,119"| 215,170"| 216,149" 216,282
4  Contra-assets to
mortgage assets' . 41,799 42,344 39,078 38,500 38,297 37,739" 37,950 37,188" 37,036" 37,747 37,769 37,489
5 Commercial loans ... .. 23,683 23,163 25,099 24,782 25,413 25,513 33,889 33,191" 33,193 33,067 32,847" 33,050
6 Consumer loans........ 51,622 57,902 62,417 61,558 61,053 61,504 61,922" 62,111" 62,085" 61,468" 61,691" 61,866
7  Contra-assets to nop-
mortgage loans®. .|.. 3,041 3,467 3,118 3,074 2,932 2,959 3,056" 2,938 3,014" 3,135" 2,851” 2,923
8 Cash and investment
sgcuritics .......... 164,844 169,717 175,793 183,178 184,637"| 179,830 186,986 | 178,813"| 177,154"| 177,172"| 175,9%0" 174,361
9 Other ................ 112,898 | 122,462 | 128,561 130,313 | 130,388 | 131,243"( 129,610"| 124,903"| 126,125"| 125,478"| 126,140"| 127,239
10 Liabilities and net worth .| 1,163,851 | 1,250,855 | 1,311,668 { 1,323,840 | 1,332,878 | 1,332,905" | 1,350,500 | 1,337,426" | 1,339,157" | 1,340,732" | 1,345,538" | 1,346,714
11 Savings capital ........ 890,664 | 932,616 | 968,294 | 973,742 976,163 | 971,497" 971,700"| 963,830"| 957,361"| 956,662"| 954,496"{ 955,565
12 Borrowed money ...... 196,929 | 249,917 266,787 | 273,665 278,301 | 281,088"| 299,399"( 299,408"| 305,667 312,972 318,647"{ 318,367
13 FHLBB ............ 100,025 | 116,363 | 120,677 | 123,436 | 124,368 [ 127,548 | 134,168 | 135,712 140,089 | 146,007" 147,993" 146,513
14 Other .............. 96,904 | 133,554 | 146,110 | 150,229 [ 153,933 | 153,540"| 165,2317 163,696"| 165,578" 166,965 170,654" 171,854
15 Other ................ 23,975 21,941 28,903 26,021 27,558 29,178" 24,216" 29,743 31,764" 29,592" 31,679 33,628
16 Networth ............ 52,282 46,382 47,684 50,412 50,855" 51,143 55,185" 58,864" 58,916" 57,393 56,208" 54,685
FSLIC-insured federal savings banks
17 Assets ................ 210,562 284,270 357,897 367,928 369,682 374,930 425,983 423,895 432,690 443,196 455,195 469,973
18 Mortgages ............ 113,638 161,926 204,351 207,952 207,207 210,732 227,869 231,664 235,391 241,313 246,716 253,842
19 Mortgage-backed
securities ......... 29,766 45,826 55,688 56,399 56,630 57,815 64,957 62,770 65,896 68,053 69,935 73,930
20  Contra-assets to
mortgage assets' . n.a. 9,100 10,893 10,982 10,894 10,901 13,140 12,266 12,672 13,168 13,027 13,237
21 Commercial loans . ..... n.a. 6,504 . X 8,880 9,041 16,731 16,171 16,320 16,319 16,508 16,943
22 Consumer loans........ 13,180 17,696 22,526 22,420 22,421 22,679 24,222 25,050 25,91 26,148 26,725 27,995
23 Contra-assets to nog-
mortgage loans®, .|. . n.a. 678 734 785 789 803 889 812 856 935 828 901
24 Finance leases plus
interest............ n.a. 591 1 804 804 831 880 905 946 965 998 1,072
25 Cash and investment ...| n.a. 35,347 44,859 48,984 48,818 48,028 61,029 57,454 57,989 59,042 61,330 62,083
26 Other ................ 19,034 24,069 32,740 34,442 29,178 29,942 35,428 33,974 34,646 36,313 37,367 38,052
27 Liabilitles and net worth .| 210,562 284,270 357,897 367,928 369,682 374,930 425,983 423,895 432,690 443,196 455,195 469,973
28 Savings capital ........ 157,872 | 203,196 | 256,223 | 261,862 | 262,922 | 263,984 | 298,197 | 298,530 | 301,778 | 307,588 | 315,725 | 324,372
29 Borrowed money . 37,329 60,716 75,859 80,674 80,779 83,628 99,286 98,304 | 102,902 107,179 | 109,997 114,847
30 FHLBB ..... 19,897 29,617 35,357 37,245 37,510 39,630 46,265 46,470 48,951 51,531 53,513 55,457
31 Other . g 17,432 31,099 40,502 43,429 43,269 43,998 53,021 51,834 53,951 55,648 56,484 59,390
32 Other ................ 4,263 5,324 8,052 7,374 7,667 8,319 8,075 8,275 8,885 8,608 9,311 10,185
33 Networth ............ 11,098 15,034 17,661 17,886 18,194 18,882 20,235 21,633 22,142 23,218 23,340 23,896
Savings banks
34 Assets ................ 236,866 259,643 253,453 255,510 257,127 258,537 261,361 254,319 254,165 255,226 255,006 257,531
Loans
35 Mortgage ........... 118,323 | 138,494 | 141,316 | 143,626 | 145,398 | 146,501 147,597 | 144,998 | 145,426 | 145,174 | 145,699 | 144,687
36 s Other .............. 35,167 33,871 32,799 32,879 33,234 33,791 31,269 32,450 32,369 33,194 32,329 34,464
ecurities
37 U.S. government ....| 14,209 13,510 11,353 11,182 10,896 10,804 11,457 10,485 10,315 10,318 10,391 10,154
38  Mortgage-backed
securities ....... 25,836 32,72 30,006 29,190 29,893 29,372 29,751 29,258 29,085 29,373 29,572 30,275
39  State and local
government .. ... 2,185 2,003 1,901 1,878 1,872 1,887 1,848 1,835 1,829 1,814 1,798 1,984
40  Corporate and other .| 20,459 18,772 17,301 17,234 16,886 16,773 17,822 15,964 15,812 15,984 15,588 15,763
41 Cash ................. 6,894 5,864 4,950 5,463 4,825 5,093 7,050 5,532 5,465 5972 6,068 5,591
42 Other assets .......... 13,793 14,357 13,827 14,058 14,123 14,316 14,567 13,797 13,864 13,397 13,561 14,613
43 Liabllitles ............. 236,866 259,643 253,453 255,510 287,127 258,537 261,361 254,319 254,165 255,226 255,006 257,531
44 Deposits ... .| 192,194 201,497 195,907 197,665 197,925 199,092 202,058 195,452 195,308 199,399 199,538 199,790
45 Re ulqr‘ .......... 186,345 196,037 190,716 192,228 192,663 194,095 196,407 190,378 190,422 194,276 194,059 194,636
46 rdinary savings ..| 37,717 41,959 39,738 39,618 39,375 39,482 39,750 38,221 38,049 38,070 36,801 36,661
47 Time .. 100,809 112,429 114,255 116,387 117,712 119,026 121,148 118,612 119,109 123,162 125,378 126,185
48  Other 5,849 5,460 5,191 427 1262 4,997 5,651 5,074 4,886 7,206 5,479 5,154
49 Other liabilities ........ 25,274 35,720 34,776 35,001 35,997 36,012 36,169 33,782 33,642 30,500 30,020 33,084
50 General reserve
accounts ,......... 18,105 20,633 20,018 20,151 20,324 20,462 20,337 20,138 20,336 20,338 20,254 19,874
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1988 1989
Account 1986 1987
Aug. Sept. Oct. Nov. Dec. Jan. Feb, Mar Apr. May
Credit unions®

51 Totat assetsAiabilities

and capital . .. .. 147,726 173,044 174,649 174,722 174,406 174,593 175,027 176,270 178,175 177,417 178,812
52 Federat.......... 95,483 112,686 113,383 113,474 113,717 114,566 114,909 115,543 117,555 115,416 116,705
53 State............ 52,243 60,358 61,266 61,248 61,135 60,027 60,118 60,727 60,620 62,001 62,107
54 Loans outstanding .. 86,137 n.a 108,974 110,939 111,624 112,452 113,191 114,012 113,880 114,572 115,249 116,947
55 Federal.......... 55,304 70,944 72,200 72,551 73,100 73,766 74,083 73,917 74,395 75,003 76,052
56 State.... . 30,833 38,030 38,739 39,073 39,352 39,425 39,927 39,963 40,177 40,246 40,895
57 Savings.... 134,327 158,731 157,944 160,174 159,021 159,010 159,106 161,073 164,322 161,388 162,134
58  Federal.. Jq 87,954 103,657 103,698 104,184 103,223 104,431 104,629 105,262 107,368 105,208 105,787
59 State............ 46,373 55,074 54,246 A 55,798 54,579 54,477 55,811 56,954 56,180 56,347

Life insurance companies
60 Assets ............. 937,551 | 1,044,459 | 1,121,337 | 1,131,179 | 1,139,490 | 1,144,854 | 1,157,140 | 1,167,184 | 1,173,325 | 1,184,963
Securities

61 Government ... .. 84,640 84,426 88,362 87,588 88,883 89,510 88,167 88,747 88,168 88,941
62 United States®, .| 59,033 57,078 60,407 59,874 60,621 61,108 60,685 61,042 8 61,175
63 State and local . 11,659 10,681 11,190 11,054 11,069 11,189 11,126 11,036 10,736 10,848
64 Foreign’....... 13,948 16,667 16,765 16, 17,193 17,213 16,356 16,669 16,632 16,918
65 Business. .. | 492,807 569,199 624,917 630,086 | 633,390 [ 638,350 | 644,804 | 655,149 [ 659,826 | 665,843 na na
66 Bonds. .. 401,943 472,684 520,796 525,336 527,419 532,197 538,053 545,970 550,630 556,396
67 Stocks. . . 90,864 96,515 104,121 104,750 105,971 106,153 106,841 109,179 109,196 109,447
68 Mortgages . 193,842 203,545 233,438 225,627 227,342 229,234 232,639 233,334 233,827 234,910
69 Real estate. .. 31,615 34,172 35,920 35,892 36,892 36,673 37,972 38,112 38,690 38,942
70 Policy loans. . . 54,055 53,626 53,194 53,149 53,157 53,148 53,020 53,210 53,265 53,364
71 Other assets ....... 80,592 89,586 95,505 98,837 99,826 94,116 95,518 98,632 99,550 102,963

. Contra-assets are credit-balance accounts that must be subtracted from the
corresponding gross asset categories to yield net asset levels. Contra-assets to
mortgage loans, contracts, and pass-through securities include loans in process,
unearned discounts and deferred loan fees, valuation allowances for mortgages
“‘held for sale,” and specific reserves and other valuation aliowances.

2. Contra-assets are credit-balance accounts that must be subtracted from the
corresponding gross asset categories to yield net asset levels. Contra-assets to
nonmortgage loans include loans in process, unearned discounts and deferred loan
fees, and specific reserves and valuation allowances.

3. Holding of stock in Federal Home Loan Bank and Finance leases plus
interest are included in *‘Other’ (line 9).

4. Excludes checking, club, and school accounts.

5. Data include all federally insured credit unions, both federal and state
chartered, serving natural persons.

6. Direct and guaranteed obligations. Excludes federal agency issues not
guaranteed, which are shown in the table under *‘Business’’ securities.

7. Issues of foreign governments and their subdivisions and bonds of the
International Bank for Reconstruction and Development.

NoTE. ¥SLIC-insured institutions: Estimates by the FHLBB for alf institutions
insured by the FSLIC and based on the FHLBB thrift Financial Report.

FSLIC-insured federal savings banks: Estimates by the FHLBB for federal
savings banks insured by the FSLIC and based on the FHLBB thrift Financial
Report.

Savings banks: Estimates by the National Council of Savings Institutions for all
savings banks in the United States and for FDIC-insured savings banks that have
converted to federal savings banks.

Credit unions: Estimates by the National Credit Union Administration for
federally chartered and federally insured state-chartered credit unions serving
natural persons.

Life insurance companies: Estimates of the American Council of Life Insurance
for all life fnsurance companies in the United States. Annuai figures 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
differences between market and book values are not made on each item separately
but are included, in total, in “‘other assets.”
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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 1989
1986 1987 1988
Feb. Mar. Apr. May June July
U.S. budget'
1 Receipts, total..................coot 769,091 854,143 908,953 61,978 68,276 128,952 71,115 108,317 66,255
2 On-budget.......... 568,862 640,741 667,462 38,473 44,677 99,679 49,493 84,110 45,737
3 Off-budget.......... 200,228 213,402 241,491 23,505 23,598 29,273 21,622 24,206 20,518
4 Outlays, total ....... 990,258 1,003,830 1,064,044 89,850 104,055 88,381 96,581 100,528 84,494
5 On-budget. ... 806,760 809,998 861,352 71,324 85,191 71,798 77,851 83,994 66,688
6 Off-budget..................co.cini 183,498 193,832 202,691 18,526 18,864 16,582 18,730 16,534 17,806
7 Surplus, or deficit (=), total .............. —-221,167 | —149,687 | —155,090 —27,871 ~-35,779 40,572 —25,466 7,789 —18,239
8 On-budget.................cociiin —237,898 | -169,257 | —193,890 —32,851 —40,513 27,881 —~28,358 116 —-20,951
9 Off-budget................... ... 16,731 19,570 38,800 4,979 4,735 12,691 2,891 7.673 2,712
Source of financing (total)
10 Borrowing from the public.............. 236,187 150,070 162,062 17,190 13,405 —1,291 10,214 1,098 ~3,962
11 Operating cash (decrease, or increase
(~ g —14,324 —5,052 —7,963 17,009 10,154 —138,788 21,396 —11,649 21,564
12 Other “ . oovvviviiiiiiiiiiiiin —696 4,669 91 ~6,328 12,221 —493 —6,144 2,762 636
MEeMo
13 Treasury operating balance (level, end of
period) ... 31,384 36,436 44,398 24,826 14,672 53,461 32,065 43,713 22,149
14  Federal Reserve Banks. . 7,514 9,120 13,024 6,298 4,462 22,952 5,289 12,154 5,312
1S Tax and loan accounts ................. 23,870 27,316 31,375 18,528 10,211 30,508 26,776 31,560 16,837

1. In accordance with the Balanced Budget and Emergency Deficit Control Act
of 1985, all former off-budget entries are now presented on-budget. The Federal
Financing Bank (FFB) activities are now shown as separate accounts under the
agencies that use the FFB to finance their programs. The act has also moved two
social security trust funds (Federal old-age survivors insurance and Federal
disability insurance trust funds) off-budget.

2. Includes SDRs; reserve position on the U.S. quota in the IMF; loans to

international monetary fund; other cash and monetary assets; accrued interest
payable to the public; allocations of special drawing rights; deposit funds;
miscellaneous liability (including checks outstanding) and asset accounts;
seigniorage; increment on gold; net gain/loss for U.S. currency valuation adjust-
ment; net gain/loss for IMF valuation adjustment; and profit on the sale of gold.

SOURCE. Monthly Treasury Statement of Receipts and Outlays of the U.S.
Government and the Budget of the U.S. Government.



1.39 U.S. BUDGET RECEIPTS AND OUTLAYS'

Millions of dollars
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Calendar year
Fiscal Fiscal
Source or type year year 1987 1988 1989 1989
1987 1988
H2 HI H2 Hi May June July
RECEIPTS
T ALSOUrces ........oovovvveineninninnnis 854,143 908,954 421,712 476,115 449,821 528,007 71,115 108,317 66,255
2 Individual income taxes, net 392,557 401,181 192,575 207,659 200,299 233,568 25,336 49,876 29,377
3 Withheld ... i 322,463 341,435 170,203 169,300 179,600 174,230 29,085 33,338 28,343
4  Presidential Election Campaign Fund . ... 33 33 4 28 4 28 3 4 1
5 Nonwithheld..................... . 142,957 132,199 31,223 101,614 29,880 121,563 14,842 18,509 2,424
6 Refunds ............ ..., 72,896 72,487 8,853 63,283 9,187 62,255 18,599 1,975 1,392
Corporation income taxes
7 Grossreceipts..........ooiiiiiiiiiina 102,859 109,683 52,821 58,002 56,409 61,585 2,994 21,418 2,921
8 Refunds............ ..., 18,933 15,487 7,119 8,706 7,384 7,812 1,068 849 880
9 Social insurance taxes and contributions,
{1 S N 303,318 334,335 143,755 181,058 157,603 200,127 35,349 31,276 27,941
10 Employment taxeés and
contributions®. . ............. .. 273,028 305,093 130,388 164,412 144,983 184,569 27,281 30,572 25,979
11 Self-employment gaxes and
contributions 13,987 17,691 1,889 14,839 3,032 16,371 1,281 2,389 0
12 Unemployment insurance. .. 25,575 24,584 10,977 14,363 10,359 13,279 7,661 294 1,614
13 Other net receipts®. .................... 4,715 4,659 2,390 2,284 2,262 2,277 407 410 348
14 EXCISE 1aXe8 .. ....covivirvnivinnnnnn.. 32,457 35,540 17,680 16,440 19,434 17,371 3,640 2,987 2,779
15 Customs deposits . . 15,085 16,198 7,993 7,913 8,535 8,350 1,466 1,482 1,495
16 Estate and gift taxes . .. . 7,493 7,594 3,610 3,863 4,054 4,583 793 736 689
17 Miscellaneous receiptsS .................. 19,307 19,909 10,399 9,950 10,873 10,235 2,605 1,389 1,933
OUTLAYS
18 ANLYPES . ..ottt 1,003,830 | 1,064,055 532,839 513,210 553,217 565,958 96,581 100,528 84,494
19 National defense ........................ 281,999 290,361 146,995 143,080 150,496 148,098 25,012 29,037 21,220
20 International affairs................... . 11,649 10,471 4,487 7,150 2,636 6,605 1,398 867 347
21 General science, space, and technology . . .. 9,216 10,841 5,469 5,361 5,852 6,238 1,128 1,171 1,000
ZZENETBY oo . 4,115 2,297 1,468 555 1,966 2,221 267 509 106
23 Natural resources and environment , . 13,363 14,606 7,590 6,776 8,330 7,022 1,396 1,419 1,164
24 Agriculture ... i 26,606 17,210 14,640 7,872 7,725 9,619 1,470 504 499
25 Commerce and housing credit............. 6,182 18,808 3,852 5,951 20,274 4,129 558 973 1,494
26 Transportation ....................... 26,222 27,272 14,096 12,700 14,922 13,023 2,668 2,397 2,294
27 Community and regional development . . 5,051 5,294 2,075 2,765 2,690 1,833 -25 563 535
28 Education, training, employment, and
social services. ..., 29,724 31,938 15,592 15,451 16,152 18,096 3,039 2,654 2,637
29 Health, . ........ooiniiiii e 39,968 44,490 20,750 22,643 23,360 24,078 4,454 4,270 4,124
30 Social sccuri(y and medicare. . . 282,472 297,828 158,469 135,322 149,508 162,195 27,067 30,430 26,142
31 Income SECUIILY ... vvvecenn e 123,250 129,332 61,201 65,555 64,978 70,937 12,106 9,826 10,264
32 Veterans benefits and services ............ 26,782 29,428 14,956 13,241 15,797 14,891 2,809 3,590 1,196
33 Administration of justice ... . 7,548 9,223 4,291 4,761 4,778 5,233 1,066 851 847
34 General government .......... . 5,948 7,658 3,560 4,337 5,137 3,858 872 1,140 -53
35 General—purgose fiscal a . . 1,621 1,816 1,175 448 0 0 n.a. n.a. n.a.
36 Net interest® ................ . 138,570 151,748 71,933 76,098 78,317 86,009 14,605 13,376 14,003
37 Undistributed offsetting receipts —36,455 —36,967 -17,684 -17,766 ~18,771 —18,131 -3,309 —3,050 -3,325

1. Functional details do not add to total outlays for calendar year data because
revisions to monthly totals have not been distributed among functions. Fiscal year
total for outlays does not correspond to calendar year data because revisions from
the Budget have not been fully distributed across months.

2. Old-age, disability, and hospital insurance, and railroad retirement accounts.

3. OM-age, disability, and hospital insurance.

4, Federal employee retirement contributions and civil service retirement and
disability fund.

5. Deposits of earnings by Federal Reserve Banks and other miscellaneous

receipts.

6. Net interest function includes interest received by trust funds.
7. Consists of rents and royalties on the outer continental shelf and U.S.

government contributions for employee retirement.

Sources. U.S. Department of the Treasury, Monthly Treasu
Receipts and Outlays of the U.S. Government, and the U.S. Office of Manage-
ment and Budget, Budger of the U.S. Government, Fiscal Year 1990,

Statement of
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1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars

1987 1988 1989
Item

Mar. 31 June 30 Sept. 30 Dec. 31 Mar. 31 June 30 Sept. 30 Dec. 31 Mar. 31

1 Federal debt outstanding . ......................... 2,250.7 2,313.1 2,354.3 2,435.2 2,493.2 2,555.1 2,614.6 2,707.3 2,763.6

2 Public debt securities. ........... ... 2,246.7 2,309.3 2,350.3 2,431.7 2,487.6 2,547.7 2,602.2 2,684.4 2,740.9

3 Held by public..... 1,839.3 1,871.1 1,893.1 1,954.1 1,996.7 2,013.4 2,051.7 2,095.2 2,133.4

4  Held by agencies 407.5 438.1 457.2 477.6 490.8 534.2 550.4 589.2 607.5

5 ABENCY SECUNItIES .. .....ooiniei i 4.0 38 4.0 35 5.6 74 12.4 22.9 22.7

6 Held by public. .. . 2.9 2.8 3.0 2.7 5.1 7.0 12.2 22,6 223

7 Held by agencies ....... 1.1 1.0 1.0 8 6 5 2 3 4

8 Debt subject to statutory limit. . .................... 2,224 2,295.0 2,336.0 2,417.4 2,472.6 2,532.2 2,586.9 2,669.1 2,725.6

9 Public debt securities. . ......... .o 2,231.1 2,293.7 2,334.7 2,416.3 2,472.1 2,532.1 2,586.7 2,668.9 2,725.5

10 Otherdebt! ... .. ...covii i 1.3 1.3 1.3 It 5 .1 A 2 2
11 MEMo: Statutory debt limit ....................... 2,300.0 2,320.0 2,800.0 2,800.0 2,800.0 2,800.0 2,800.0 2,800.0 2,800.0

1. Includes guaranteed debt of Treasury and other federal agencies, specified
participation certificates, notes to international lending organizations, and District
of Columbia stadium bonds.

SOURCES. Treasury Bulletin and Monthly Statement of the Public Debt of the
United States.

1.41 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership
Billions of dollars, end of period
1988 1989
Type and holder 1985 1986 1987 1988
Q2 Q3 Q4 Q1
! Total gross publicdebt.......................... .. ..o 1,945.9 2,214.8 2,431.7 2,684.4 2,547.7 2,602.2 2,684.4 2,740.9
By type .
2 Interest-bearing debt ... ... ... .. .. i 1,943.4 2,212.0 2,428.9 2,663.1 2,545.0 2,599.9 2,663.1 2,738.3
3 Marketable.......... 1,437.7 1,619.0 1,724.7 1,821.3 1,769.9 1,802.9 1,821.3 1,871.7
4 Bills..... 399.9 426.7 389.5 414.0 382.3 398.5 414.0 417.0
5 Notes,. 812.5 927.5 1,037.9 1,083.6 1,072.7 1,089.6 1,083.6 1,121.4
6 Bonds . 2111 249.8 282.5 308.9 299.9 299.9 308.9 318.4
7 Nonmarketab) 505.7 593.1 704.2 841.8 775.1 797.0 841.8 866.6
8  State and Ioca£ government series. 87.5 110.5 139.3 151.5 146.9 147.6 151.5 154.4
9  Foreignissues® ................. 7.5 4.7 4.0 6.6 5.7 6.3 6.6 6.7
10 Government. . . 7.5 4.7 4.0 6.6 5.7 6.3 6.6 6.7
11 Public .............. 0 0 0 ki Kil .0 .0 .0
12 Savings bonds and notes. . y . 78.1 90.6 99.2 107.6 104.5 106.2 107.6 110.4
13 Government acCOUnt SEri€s” ............viviioiriiiiiiininss 3322 386.9 461.3 575.6 517.5 536.5 575.6 594.7
14 Non-interest-bearingdebt................. .. ..., 2.5 2.8 2.8 21.3 2.7 23 213 2.6
By holder*
15 U.S. government agencies and trust funds 3489 403.1 477.6 589.2 534.2 550.4 589.2 607.5
16 Federal Reserve Banks ............ 181.3 211.3 222.6 238.4 227.6 229.2 238.4 228.6
17 Private investors....... 1,417.2 1,602.0 1,745.2 1,852.8 1,784.9 1,819.0 1,852.8 1,900.2
18  Commercial banks ... 198.2 203.5 201.2 195.0 202.5 203.0 195.0 n.a.
19  Money market funds . 25.1 28.0 14.3 18.8 13.1 10.8 18.8 n.a.
20 Insurance companies . 78.5 105.6 120.6 n.a. 132.2 135.0 n.a. n.a.
21 Other companies........ B 59.0 68.8 84.6 86.1 86.5 86.0 86.1 n.a.
22 State and local Treasurys..........coovviiiiiiiii i nn 226.7 262.8 282.6 n.a. 286.3 287.0 n.a. n.a.
Individuals
23 Savingsbonds ...... ... ... 79.8 92.3 101.1 109.6 106.2 107.8 109.6 112.2
24 Other securities......... 75.0 70.5 72.3 77.8 73.9 76.7 77.8 n.a.
25 Foreign and international® ... 2125 251.6 287.3 349.5 332.8 3333 349.5 363.1
26  Other miscellaneous investors® ... 462.4 518.9 581.2 n.a. 551.4 579.4 n.a. " na.

1. Includes (not shown separately): Securities issued to the Rural Electrifica-
tion Administration; depository bonds, retirement plan bonds, and individual
retirement bonds.

2. Nonmarketable dollar-denominated and foreign currency-denominated se-
ries held by foreigners.

3. Held almost entirely by U.S. Treasury agencies and trust funds.

4. Data for Federal Reserve Banks and U.S. Treasury agencies and trust funds
are actual holdings; data for other groups are Treasury estimates.

5. Consists of investments of foreign and international accounts. Excludes
non-interest-bearing notes issued to the International Monetary Fund.

6. Includes savings and loan associations, nonprofit institutions, credit unions,
mutual savings banks, corporate pension trust funds, dealers and brokers, certain
U.S. Treasury deposit accounts, and federally-sponsored agencies.

Sources. Data by type of security, U.S. Treasury Department, Monthly
gm[;ement of the Public Debt of the United States; data by holder. Treasury

ulletin,
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1.42 U.S. GOVERNMENT SECURITIES DEALERS Transactions!
Par value; averages of daily figures, in millions of dollars
1989 1989
Item 1986 1987 1988
May June July June 21 | June 28 | July S July 12 | July 19 | July 26
Immediate delivery?
1 U.S. Treasury securities ......... 95,444 110,050 | 101,623 | 120,937 | 129,260 | 114,100 | 116,830 | 122,744 | 117,383 | 125,731 | 108,902 | 104,347
By maturity
2 IS oo 34,247 37,924 | 29,387 | 29,376 | 30,761 [ 29,002 | 28,083 | 29,920 | 33,014 | 29,843 | 27,034 [ 27,649
3 Other within 1 year 2,115 3,27t 3,426 3,594 3,388 2,697 2,719 g X 2,914 2,507 1,747
4 1-5 years....... 24,667 27,918 27,7717 38,126 34,861 31,596 27,850 35,386 35,505 35,278 29,1t8 29,682
5 5-10 years. .. 20,455 24,014 | 24,939 | 30,673 | 35,666 | 33,578 | 33,791 | 31,912 | 29,011 39,470 | 33,330 | 29,775
6 Over 10 years. .. 13,961 16,923 16,093 19,167 24,585 17,227 24,388 22,125 15,802 18,226 16,914 15,494
By type of customer
7 U.S. government securities
dealers.................. 3,669 2,936 2,761 2,966 3,200 3,093 3,674 2,986 2,729 2,952 2,437 3,369
8 U.S. government securities
brokeIs ................. 49,558 61,539 59,844 72,410 78,131 66,757 72,166 73,008 67,472 73,876 65,234 61,919
9 All others®. . ... .. L4217 45,575 | 39,019 | 45,560 | 47,929 | 44,249 | 40,990 | 46,750 | 47,181 | 48,902 | 41,231 | 39,058
10 Federal agency securities 16,747 18,084 15,903 16,303 19,904 20,857 19,594 17,908 16,474 23,668 24,917 17,906
11 Certificates of deposit. . .. 4,355 4,112 3,369 2,650 2,940 3,020 2,678 2,870 2,870 3,725 2,714 2,334
12 Bankers acceptances .. L3271 2,965 2,316 2,113 2,508 2,592 2,306 2,377 2,824 3,055 2,268 2,280
13 Commercial paper.............. 16,660 17,135 22,927 29,109 32,185 33,548 12,839 34,598 33,571 36,668 33,540 29,607
Futures contracts
14 Treasury bills..... 3,31t 3,233 2,627 2,501 1,845 1,600 1,695 1,794 2,000 1,165 1,663 2,299
15 Treasury coupons .. ... .. 7,175 8,963 9,695 10,280 12,844 9,020 12,824 11,578 9,250 9,213 10,082 7,377
16 Federal agency secjurilie.s ....... 16 N 1 0 21 6 6 4 4 29 28
Forward transactions
17 U.S. Treasury securities ........ 1,876 2,029 2,095 2,752 1,526 1,652 1,001 2,489 1,385 1,478 1,733 1,837
18  Federal agency securities ....... 7,830 9,290 8,008 9,976 9,820 | 10,258 | 10,454 7,451 5,410 | 13,303 13,282 8,445

1. Transactions are market purchases and sales of securities as reported to the
Federal Reserve Bank of New York by the U.S. government securities dealers on
its published list of primary dealers.

Averages for transactions are based on the number of trading days in the period.
The figures exclude allotments of, and exchanges for, new U.S. Treasury
securities, redemptions of called or matured securities, purchases or sales of
securities under repurchase agreement, reverse repurchase (resale), or similar
contracts.

2. Data for immediate transactions do not include forward transactions.

3. Includes, among others, all other dealers and brokers in commodities and

securities, nondealer departments of commercial banks, foreign banking agencies,
and the Federal Reserve System.

4. Futures contracts are standardized agreements arranged on an organized
exchange in which parties commit to purchase or sell securities for delivery at a
future date.

5. Forward transactions are agreements arranged in the over-the-counter
market in which securities are purchased (sold) for delivery after 5 business days
from the date of the transaction for Treasury securities (Treasury bills, notes, and
bonds) or after 30 days for mortgage-backed agency issues.
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1.43 U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing!

Averages of daily figures, in millions of dollars

1989 1989
Item 1986 1987 1988
May June July June 28 July 5 July 12 July 19 July 26
Positions
Net immediate?
1 U.S. Treasury securities.............. 12,912 -6,216 | —22,765 | —14,757 | —6,279 —44 | —6,088 2,219 787 1,883 —4,092
2 Bills.........coo oo 12,761 4,317 2,238 1,162 378 1,415 1,236 1,347 2,179 2,343 —56
3 Other within 1 year . 3,705 1,557 -2,236 -1,727 —435 —852 —-1,035 ~2,042 —892 —-120 —782
4 1-5 years ......... 9,146 649 —-3,020 =2,115 4,651 11,687 5,210 13,841 12,051 11,126 9,923
s 5-10 years .. -9,505 | -6,564 | -9,663 | -6,055| -5,050 -7,693 | —6,187 -5893 [ 6,796 | —6,155 | —9,313
6 Over 10 years . -3,197 —6,174 | —10,084 -6,024 ~5,822 —4,601 ~5,313 —5,034 —5,754 -5,311 —3,864
7  Federal agency securities ............ 32,984 31,911 28,230 27,121 29,491 31,278 | 29,217 26,862 28,709 33,130 32,001
8  Certificates of deposit .. 10,485 8,188 7,300 5,778 6,037 7,028 6,241 6,379 6,782 7,446 7,393
9  Bankers acceptances . 5,526 3,660 2,486 1,948 2,357 2,122 2,462 1,989 1,990 2,031 2,397
10 Commercial paper .................. 8,089 7,496 6,152 8,600 8,830 9,894 7,177 7,516 9,428 9,216 10,905
Futures positions
11 Treasury bills. ...................... -18,059 | -3,373 [ 2,210 | -5729 | -4,764" | —5,802 | —4,413| -4896 | 5866 —6,667| —5,587
12 Treasury coupons. 3,473 5,988 6,224 ~290 | -2,288" | 3,254 | -3,096 | -4,725 —3,260 —2,298 ~2,525
13 Federal agency securities . ........... —153 —-95 0 0 14 45 35 22 13 70 45
Forward positions
14  U.S. Treasury securities . . ~2,144 —1,211 346 -1,378 —-1,885 —1,389 { -2,164 -2,212 -1,759 —-1,925 —568
I5  Federal agency securities —11,840 | —18,817 | —16,348 | —16,748 | —20,200 | —19,523 | —18,169 | —16,565 | —19,585 | —21,807 | —18,443
Financing®
Reverse repurchase agreements?
16  Overnight and continuing . ........... 98,913 | 126,709 | 136,327 | 155,365 | 166,152 | 139,858 | 160,216 | 162,238 | 168,320 | 162,846 | 158,895
17 Term....o.ooiviigiiniinaininnn. 108,607 | 148,288 | 177,477 | 229,265 | 243,026" | 197,148 | 250,821 | 222,065 | 235,363 | 229,433 | 229,989
Repurchase agreemenlb
18  Overnight and continuing . . 141,823 | 170,763 | 172,695 | 202,739 [ 229,554" | 194,571 | 226,812 } 232,959 | 231,896 | 227,464 { 218,063
19 Term.........c.cooven. 102,397 121,270 137,056 | 185,554 | 189,841" | 165,284 [ 204,167 173,757 193,025 192,360 | 204,552

1. Data for dealer positions and sources of financing are obtained from reports
submitted to the Federal Reserve Bank of New York by the U.S. Treasury
securities dealers on its published list of primary dealers.

Data for positions are averages of daily figures, in terms of par value, based on
the number of trading days in the period. Positions are net amounts and are shown

reverses to maturity, which are securities that were sold after having been
obtained under reverse repurchase agreements that mature on the same day as the
securities. Data for immediate positions do not include forward positions.

3. Figures cover financing involving U.S. Treasury and federal agency securi-
ties, negotiable CDs, bankers acceptances, and commercial paper.

on a commitment basis. Data for financing are in terms of actual

4. Includes all reverse repurchase agreements, including those that have been

borrowed or lent and are based on Wednesday figures.

2. Immediate positions are net amounts (in terms of par values) of securities
owned by nonbank dealer firms and dealer departments of commercial banks on
a commitment, that is, trade-date basis, including any such securities that have
been sold under agreements to repurchase (RPs). The maturities of some
repurchase agreements are sufficiently long, however, to suggest that the securi-
ties involved are not available for trading purposes. I diate positions includ

arranged to make delivery on short sales and those for which the securities
obtained have been used as collateral on borrowings, that is, matched agreements.
5. Includes both repurchase agreements undertaken to finance positions and
‘‘matched book’ repurchase agreements.
Note. Data on positions for the period May 1 to Sept. 30, 1986, are partially
estimated.



Federal Finance A33
1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding
Millions of dollars, end of period
1989
Agency 1985 1986 1987 1988
Feb. Mar. Apr. May June
1 Federal and federally spousored agencies .................... 293,905 | 307,361 | 341,386 | 381,498 | 390,803 | 397,318 | 402,764" | 407,323 403,748
2 Federal agencies . ... ..voucuiiuirnerineror e, 36,390 36,958 37,981 35,668 35,768 36,348 36,402 36,275 36,403
3 Defense Department! . 71 33 13 8 8 8 7 7 7
4 Export-Import Bank” 15,678 14,211 11,978 11,033 11,033 11,007 11,007 11,007 11,013
5 Federal Housing Administration® . 11 138 183 150 165 172 182 196 218
6  Government NQtlondI Mortgage Association partlc1pauon
Certificates” .. ... v e 2,165 2,165 1,615 0 0 0 0 0 0
7 Postal Service®............ 1,940 3,104 6,103 6,142 6,142 6,742 6,742 6,445 6,445
8 Tennessee Valley Authority 16,347 17,222 18,089 18,335 18,420 18,419 18,464 18,620 18,720
9 United States Railway Association” . 74 BS 0 0 0 0 0 0
10 Federally sponsored agcncics7 ............................. 257,515 270,553 303,405 345,830 355,035 360,970 | 366,3627 | 371,048 367,345
11 Federal Home Loan Banks.......... . 74,447 88,752 115,725 135,834 144,343 149,950 | 154,146 156,354 153,892
12 Federal Home Loan Mortgage Corpom!lon 11,926 13,589 17,645 22,797 21,320 23,392 22,676 21,620 22,156
13 Federal National l\q‘ortgagc Association . . 93,896 93,563 97,057 | 105,459 { 105,201 104,666 | 104,675 | 105,404 106,308
14 Farm Credit Banks® ............... ... 68,851 62,478 55,275 53,127 52,441 52,069 51,678 53,375 52,387
15 Student Loan Markeu%, Association® 8,395 12,171 16,503 22,073 25,190 23,753 25,361 26,469 24,256
16  Financing Corporation’” ,.................. e n.a. n.a. ,200 5,850 5,850 6,450 6,980" 6,980" 7,500
17 Farm Credit Financial Assistance Corporation'' ........ .. n.a. n.a. n.a. 690 690 690 846 846 846
Memo
18 Federal Financing Bank debt'? .. ........................... 153,373 | 157,510 | 152,417 | 142,850 | 142,123 | 141,864 | 141,162" | 140,220 | 139,568
Lending to federal agzrl federally sponsored agencies
19 Export- Import, Bank? ... ... 15,670 14,205 11,972 11,027 11,027 11,001 11,001 11,004 11,007
20 Postal Service®................c..... 1,690 2,854 5,853 5,892 5,892 6,492 6,492 6,195 6,195
21 Student Loan Marketing Association . 5,000 4,970 4,940 4,910 4,910 4,910 4,910 4,910 4,910
22 Tennessee Valley Authority ......... 14,622 15,797 16,709 16,955 17,040 17,039 17,084 17,240 17,340
23 United States Railway Association® ........................ 74 85 0 0 0
Other Lemh'ng13
24 Farmers Home Administration....... 64,234 65,374 59,674 58,496 58,496 57,841 57,086 56,311 55,586
25 Rural Electnification Administration .. .| 20,654 21,680 21,191 19,246 19,245 19,195 19,230 19,236 19,236
26 Oher ... i e e 31,429 32,545 32,078 26,324 25,513 25,386 25,359 25,327 25,294

1. Consists of mongdges assumed by the Defense Depanment bctween 1957
and 1963 under famﬂy and h Program:
. Includes participation certificates reclasslﬁed as debt beginning Oct 1, 1976.

3 Off-budget Aug. 17, 1974, through Sept. 30, 1976; on-budget thereafter.

4. Consists ofdebemm es mucd in payment of Pcderal Housing Administration
insurance claims. Once issued, these scourities may be sold privately on the
securities market.

5. Certificates of participation issued before fiscal 1969 by the Government
National Mortgage Association acting as trustee for the Farmers Home Admin-
istration; Department of Health, Education, and Welfare; Department of Housing
and Urban Development; Small Business Admmlstranon and the Veterans
Administration,

6. Off-budget.

7. Includes outstanding noncontingent liabilities: notes, bonds, and deben-
tures. Some data are estimated.

8. Excludes borrowing by the Farm Credit Financial Assistance Corporation,
shown in line 17.

9, Before late 1981, the Association obtained financing through the Federal
Financing Bank (FFB). Borrowing excludes that obtained from the FFB, which is
shown on line 21.

10. The Financing Corporation, established in August 1987 to recapitalize the
Federal Savings and Loan Insurance Corporation, undertook its first borrowing in
October 1987.

11. The Farm Credit Financial Assistance Corporation (established in January
1988 to provide assistance to the Farm Credit System) undertook its first
borrowing in July 1988,

12. The FFB, which began operations in 1974, is authorized to purchase or sell
0bl|gdtlons issued, sold, or guaranteed by other federal agcncnes 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.

13. Includes FFB purchases of agency assets and guaranteed loans; the latter
contain loans guaranteed by numerous agencies with the guarantees of any
particular agency being gencrally small. The Farmers Home Administration item
consists exclusively of agency assets, while the Rural Electrification Administra-
tion entry contains both agency assets and guaranteed loans.
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1.45 NEW SECURITY ISSUES Tax-Exempt State and Local Governments

Millions of dollars

1988 1989
Type of issue or issuer,
oF use 1986 1987 1988"
Dec.” Jan. Feb. Mar. Apr. May June” July
1 All issues, new and refunding’ ..................... 147,011 | 102,407 | 114,522 | 11,948 6,640 8,054 8,626 7,464 7,435 13,775 7,950
Type of issue
2 General obligation 46,346 | 30,589 | 30,312 2,617 1,784 3,955 2,185 2,301 2342 4,960 3,703
B3 REVENUE ....vvi i X 71,818 1 84,210 9,331 4,856 4,099 6,441 5,163 5,093 8,815 4,247
45 14,474 | 10,102 8,830 1,031 280 1,896 256 1,407 392 1,989 967
5 Lo 89,997 | 65,460 74,409 | 7,930 | 4,882 3,832 5,962 4,238 4,979 8,033 | 4,323
6 Municipalities, counties, and townships ............ 42,541 | 26,845 | 31,193 2.897 1,478 2,326 2,408 1,819 2,064 3,753 2,660
7 Issues for new capital, total .................... ... 83,492 | 56,789 | 79,665 9,188 4,141 5,222 6,486 6,061 5,938 10,078 6,418
Use of proceeds
B EdUcation ........coiiriiii 12,307 9,524 15,021 2,697 827 826 1,055 1,225 1,024 2,678 984
9 Transportation .........cooveveeiieniiaenos 7,246 3,677 6,825 574 344 382 445 743 748 576 268
10 Utilities and conservation . 14,594 7,912 8,49% 559 | 1,335 847 901 759 467 1,058 518
11 Social welfare 11,353 | 11,106 | 19,027 | 2,103 509 743 1,329 1,048 1,376 1,509 1,572
12 Industrial aid 6,190 7,474 5,624 1,064 293 250 253 374 361 329 312
13 Other pUrposes .. ..vvvvvvvireenin i eneis 31,802 | 18,020 | 24,672 | 2,191 834 2,174 2,503 1,912 1,962 3,928 | 2,764

1. Par amounts of long-term issues based on date of sale.

2. Includes schoot districts beginning 1986.

SouURCEs. Securities Data/Bond Buyer Municipal Data Base beginning 1986.
Public Securities Association for earlier data.

1.46 NEW SECURITY ISSUES U.S. Corporations

Millions of dollars

1988 1989
Type of issue or issuer,
or use 1986 1987 1988
Nov. Dec. Jan. Feb, Mar. Apr. May” June
1 Allissues'. .. ... 423,726 | 392,156 | 408,903" { 24,531 12,389 17,404" 14,693 26,499 14,384 20,004 23,841
2Bonds? .. 355,293 | 325,648 | 351,102" | 21,096 10,338 14,243 12,158" 25,5777 13,396 19,403 21,036
Type of offering
3 Public, domestic .......... g 231,936 | 209,279 | 200,224 | 16,798 10,203 11,3837 9,964" | 22,995 | 11,471 17,497 18,128
4 Private placement, domestic’ 80,760 92,070 | 127,700 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
5. 8oldabroad ... 42,596 24,299 | 23,178 4,298 135 2,860 2,194 2,582 1,925 1,906 2,908
Industry group
6 Manufacturing .........ocoveiniiians 91,548 61,666 | 69,708 2,890 1,485 1,660 1,319 7,456 1,457 7,716 3,273
7 Commercial and miscellaneous ......... 40,124 49,327 61,911" 3,260 748 2,047 1,118 882 843 2,162 1,628
8 Transportation ........................ 9,971 11,974 9,975 45 0 0 102 0 100 150 480
9 Publicutility ........................ 31,426 , 19,318 672 264 665" 670" 153 1,695 385 2,936
10 Communication ...........cooovvvnien, 16,659 7,340 5,901 289 158 0 230 63 453 122 4
{1 Real estate and financial ............... 165,564 | 172,343 | 184,286 13,940 7.683 9,871 8,718" | 17,023 8,848" 8.869 12,647
12 Stoeks® ... 68,433 | 66,508 | 57,802 3,435 2,051 1,251° 2,535 611 988 1,601 2,820
Type
13 Preferred ..o 11,514 10,123 6,544 478 495 275 975 0 495 325 335
14 Common ....... 50,316 43,225 | 35,911 2,957 1,556 976" 1,560 611 493 1,276 2,485
15 Private placement 6,603 13,157 15,346 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Industry group
16 Manufacturing .............coveannn, 15,027 13,880 7,608 430 425 33 832 127 135 330 626
17 Commercial and miscellaneous 10,617 12,888 8,449 52 89 2 270 26 280 115 508
18 Transportation 2,427 2,439 1,535 20 0 220 0 53 169 39 0
19 Public utility ... 4,020 4,322 1,898 70 20 50" 1 108 0 192 125
20 Communication 1,825 1,458 Sis 20 59 s 19 0 93 24 25
21 Real estate and financial................ 34,517 31,521 37,798 2,843 1,459 91t 1,402 297 310 702 1,536
1. Figures which represent gross proceeds of issues maturing in more than one 2. Monthly data include only public offerings.
year, are principal amount or number of units multiplied by offering price. 3. Data are not available on a monthly basis. Before 1987, annual totals include
Excludes secondary offerings, employee stock plans, investment companies other underwritten issues only.
than closed-end, intracorporate transactions, equities sold abroad, and Yankee Sources. (DD Information Services, Inc., the Board of Governors of the
bonds. Stock data include ownership securities i1ssued by limited partnerships. Federal Reserve System, and before 1989, the U.S. Securities and Exchange

Commission.
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Asset Position

Millions of doHars

1988 1989
Item 1987 1988
Nov. Dec. Jan. Feb. Mar. Apr. May June
INVESTMENT COMPANIES'
I Salesof own shares® .. ................. .. ... 381,260 | 271,237 20,327 25,780 29,014 22,741 23,149 25,496 24,661 25,817
2 Redemptions of own shares®. ... 314,252 | 267,451 20,599 25,976 24,494 22,252 24,135 26,183 22,483 22,563
3 NEt SIS . .ottt e e e 67,008 y *27 ~196 4,520 489 —986 —687 2,178 3,254
4 Assets® 453,842 | 472,297 | 470,660 | 472,297 | 487,204 | 482,697 | 483,067 | 497,329 | 509,781 | 515,071
5 Cash posmon e 38,006 45,090 43,488 45,090 49,661 47,908 46,262 48,788 49,177 48,428
6 Other 415,836 | 427,207 | 427,172 | 427,207 | 437,543 | 434,789 | 436,805 | 448,541 X 466,643

1. Data on sales and redemptions exclude money market mutual funds but
include limited maturity municipal bond funds. Data on asset positions exclude
both money market mutual funds and limited maturity municipal bond funds.

2. Includes reinvestment of investment income dividends. Excludes reinvest-
ment of capital gains distributions and share issue of conversions from one fund
to another in the same group.

3. Excludes share redemption resulting from conversions from one fund to
another in the same group.

4, Market value at end of period, less current liabilities.
S. Also includes all U.S. government securities and other short-term debt
securities,
No1E. Investment Company Institute data based on reports of members, which
comprise substantially all open-end investment companies registered with the
Securities and Exchange Commission. Data reflect newly formed companies after
their initial offering of securities.
SOURCE. Survey of Current Business (Department of Commerce).

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars; quarterly data are at seasonally adjusted annual rates.

1987 1988 1989
Account 1986 1987 1988
Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
1 Corporate profits with inventory valuation and
capital consumption ddjustment ................ 282.1 298.7 328.6 313.0 308.2 318.1 325.3 330.9 340.2 316.3 309.1
2 Profits before tax. . 221.6 266.7 306.8 281.0 276.2 288.8 305.3 314.4 318.8 318.0 297.6
3 Profits tax hab|l|ty 106.3 124.7 137.9 132.7 127.3 129.0 138.4 141.2 143.2 144.4 133.3
4 Profits after tax . 115.3 142.0 168.9 148.3 148.9 159.9 166.9 173.2 175.6 173.6 164.3
5 Dividends ......... A 91.3 98.7 110.4 100.0 102.8 105.7 108.6 112.2 115.2 118.5 120.9
6 Undistributed profits.... ...l 24.0 43.3 58.5 48.3 46.1 54.2 $8.3 61.1 60.4 551 43.4
7 Inventory valuation. ............ccoviineniiiiniians 6.7 ~18.9 | -25.0 | —-194 | -20.4 | —20.7 | —-28.8 | —30.4 | -20.1 —-38.3 | -20.7
8 Capital consumption adjustment .................... 53.8 50.9 46.8 515 524 49.9 48.9 46.9 41.5 36.6 23
ATrade and services are no longer being reported separately. They are included in Commercial and other, line 0.
1.50 TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment A
Billions of dollars; quarterly data are at seasonally adjusted annual rates.
1987 1988 1989
Industry 1987 1988 1989!
Q4 Ql Q2 Q3 Q4 Ql Q! Q3!
1 Total nonfarm business................. 389.67 429.67 472.08 406.82 412,02 426.94 436.01 43.71 457.64 467.50 478.79
Manyfacturing
2 Durable %oods industries............... 71.01 78,12 82.13 72.28 75.70 76.87 79.48 80.42 81.71 80.2) 84.08
3 Nondurable goods industries ........... 74.88 87.58 97.22 79.92 82.90 84.82 89.43 93.18 94.12 96.89 98.61
Nonmanyfacturing
AMining......... i 11.39 12.67 12.00 12.32 12.59 13.26 12.47 12.35 12.12 13.08 12.21
Transportation
S Railroad 5.92 7.06 7.61 6.12 6.92 7.01 6.84 7.48 7.97 7.10 7.13
6 ir..... 6,53 7.25 9.57 6.94 6.43 6.66 8.06 7.85 7.18 8.60 10.94
7 _ Other 6.40 7.04 7.68 6.28 7.08 7.05 7.26 6.77 8.09 7.42 7.78
Public util
8  Electric 31.63 31.90 34.61 32.28 30.31 30.95 32,20 34.14 33.08 35.71 34.39
9 Gas and other...... ... - 13.25 14.60 16.16 14.11 14.30 14.48 14.50 15.13 17.18 15.71 15.79
10 Commercial and other? 168.65 183.44 205.09 176.56 175.79 185.83 185.76 186,38 196.20 202.79 207.86

B Antlcnpated by business.
2. “‘Other” consists of construction; wholesale and retail trade; finance and

insurance; personal and business services; and communication.
SOURCE. Survey of Current Business (Department of Commerce).
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1.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities®

Billions of dollars, end of period

1986 1987
Account 1983 1984 1985
Q2 Q3 Q4 Q1 Q Q3 Q4
ASSETS

Accounts receivable, gross
L CONSUMET. . ...vv it 83.3 89.9 1119 123.4 135.3 134.7 131.1 134.7 141.6 141.1
2 Business ... 113.4 137.8 157.5 166.8 159.7 173.4 181.4 188.1 188.3 207.6
3 Real estate . . 20.5 23.8 28.0 29.8 31.0 32.6 347 36.5 38.0 39.5
4 Total ... 217.3 251.5 297.4 320.0 326.0 340.6 347.2 359.3 367.9 388.2

Less:
5 Reserves for unearned income. . 30.3 338 39.2 40.7 4.4 41.5 40.4 41.2 42.5 45.3
6 Reserves for losses. ..., 37 42 49 5.1 5.4 5.8 5.9 6.2 6.5 6.8
7 Accounts receivable, net............ oo 183.2 2135 2533 274.2 278.2 293.3 300.9 311.9 318.9 336.1
8 Allother.........ooviiii i 4.4 35.7 453 49.5 60.0 58.6 59.0 57.7 64.5 58.2
9 Totalassets. .............coviiiniininnenini., 217.6 249.2 298.6 323.7 338.2 351.9 359.9 369.6 383.4 394.3
10 Bank loans........ P 18.3 20.0 18.0 16.3 16.8 18.6 17.2 17.3 15.9 16.4
11 Commercial paper 60.5 73.1 9.2 108.4 112.8 117.8 119.1 120.4 124.2 128.4

Debt
12 Othershortterm......... ..., 1 129 12.7 15.8 16.4 17.5 218 248 26.9 28.0
13 Long-term ........ .. 67.7 77.2 94.4 106.9 1117 117.5 118.7 121.8 128.2 137.1
14 All other liabilities ................. .. 31.2 34.5 41.5 40.9 45.0 44.1 46.5 49.1 48.6 52.8
15 Capital, surplus, and undivided profits ............ 28.9 31.5 32.8 354 35.6 36.4 36.6 36.3 39.5 315
16 Total liabilities and capital. .. ..................... 217.6 249.2 298.6 323.7 338.2 351.9 359.9 369.6 3834 394.3

1. Note. Components may not add to totals because of rounding. Data after 1987:4 are currently unavailable. It is anticipated that these data will

be available later this year.

1.52 DOMESTIC FINANCE COMPANIES Business Credit Outstanding and Net Change!

Millions of dollars, seasonally adjusted

1989
Type 1986 1987 1988
Feb. Mar. Apr. May June
PTotal ..o s 172,060 205,810 234,529 237,378 240,186 244,882 245,861 249,322
Retail financing of installment sales
2 Automotive . 26,015 35,782 36,548 37,301 37,696 38,415 38,816 39,042
3 Equipment.............,. e 23,112 25,170 28,298 28,385 28,207 28,790 27,638 27,773
4 Pools of securitized assets ...............ooviiiiiiinn... n.a. n.a. n.a. 682 855 817 846 807
Wholesale
S AULOMOLIVE « o\ oh it i 23,010 30,507 33,300 34,386 33,528 34,383 34,534 34,021
6 Equipment.. el 5,348 5,600 5,983 6,193 6,088 6,153 6,096 6,165
7 Allother............... . 7,033 8,342 9,341 9,569 9,682 9,852 9,929 9,862
8  Pools of securitized assets” ............. oo n.a. n.a. n.a. ] 0 0 0 0
Leasing
9 AUIOMOLIVE .\ttt eirn i it 19,827 21,952 24,673 24,847 25,584 25,544 26,011 26,515
10 Equipment............... e 38,179 43,335 57,455 58,045 59,484 60,246 61,022 63,370
11 Pools of securitized assets’ n.a. n.a. n.a. 699 756 733 824 796
12 Loans on commercial accounts receivable and factored
commercial accounts receivable ............... .. 15,978 18,078 17,796 17,404 17,794 18,677 18,772 19,302
13 All other business credit. ............. ...l 13,557 17,043 21,134 19,867 20,512 21,272 21,371 21,669
Net change
14 Total ..... Ceveerereseaas e e e 15,763 33,750 28,719 1,409 2,808 4,696 978 3,462
Retail financing of installment sales
15 Automotive . 5,358 9,767 766 260 394 720 401 226
16  Equipment............. . 629 2,058 3,128 ~43 -178 583 ~1,152 135
17 Pools of securitized assets™ ................. ..o n.a. n.a. n.a. -42 173 -38 29 -39
Wholesale
18 Automotive ...t e -978 7,497 2,793 722 —858 856 151 ~513
19 Equipment .. s 780 252 383 10 —105 65 —-56 69
20 Allother............... o 224 1,309 99 76 114 170 78 —68
21  Pools of securitized assets” ...............c...o.ol n.a. n.a. n.a. 0 (] 0 0 0
Leasing
22 AUIOMOUVE .ottt s 3,552 2,125 2,721 289 736 —40 467 504
23 Equipment.............,. e 3,411 5,156 14,120 =310 1,439 762 776 2,348
24 Pools of securitized assets? .. n.a. n.a. n.a. =22 57 -23 91 ~28
25 Loans on commercial accounts receivable and factored
commercial accounts receivable ........................ 213 2,100 —282 716 390 883 95 530
26 All other business credit................cooiiiiiia, 2,576 3,486 4,091 —-247 645 760 100 298
1. These data also appear in the Board's G.20 (422) release. For address, see 2. Data on pools of securitized assets are not seasonally adjusted.

inside front cover.



1.53 MORTGAGE MARKETS

Millions of dollars; exceptions noted.

Real Estate A37

1989
Item 1986 1987 1988
Jan. Feb, Mar. Apr. May June July
Terms and yields in primary and secondary markets
PRIMARY MARKETS
Conve?tionnl mortgages on new homes
Terms
1 Purchase price (thousands of doffars), ............. 8.1 137.¢ 150.0 165.2 153.7 159.7 169.2 151.8 150.5 174.5
2 Amount of loan (thousands of dollar: 86.2 100.5 110.5 121.3 1118 117.7 124.5 112.3 111.0 125.3
3 Loan/price ratio (percent) 75.2 75.2 75.5 75.2 73.5 74.4 75.0 75.3 75.2 73.8
4 Maturity (years) ....................... 26.6 27.8 28.0 28.8 28.3 271.7 28.4 28.3 27.8 28.6
S Fees and charges (percent of loan amount)*. 2.48 2.26 2.19 1.90 2.14 2.11 1.70 2.12 1.91 2.42
6 Contract rate (percent per year) .................. 9.82 8.94 8.81 9,20 9.46 9.63 9.88 9.82 10.09 10.06
Yield (percent per year)
7 FHLBB series” ......... ..., 10.26 9.31 9.18 9.52 9.82 9.99 10.17 10,18 10.42 10.48
8 HUD series® ... oo it 10.07 10,17 10.30 10.55 10.75 10.93 10.84 10.43 10.04 9.70
SECONDARY MARKETS
Yield (percent per year)
9 FHA mortgages (%«lUD series)’ .. 9.91 10.16 10.49 10.69 10.88 11.16 10.88 10.55 10.08 9.61
10 GNMA securities” ...............ooviiiin .. 9.30 9.43 9.83 10.02 10.07 10.38 10.36 10.1t 9.75 9.55
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Morlgage holdings (end of period)
it 1. 98,048 | 95,030 101,329 | 102,370 | 101,922 | 101,991 | 102,191 102,564 | 103,309 | 104,421
12 29,683 21,660 19,762 19,354 19,275 19,337 19,607 19,612 19,586 19,630
13 68,365 73,370 81,567 83,016 82,647 82,654 82,584 82,952 83,723 84,791
Mortgage transactions (during period)
14 Purchases. ... ... o 30,826 20,531 23,110 1,037 905 1,469 1,163 1,419 1,862 2,091
Mortgage commitments’
1S Contracted (during period) . ...............ooiuuts 32,987 | 25,415 23,435 1,087 3,557 1,771 1,118 1,626 2,573 2,513
16 Outstanding (end of period) ...................... 3,386 4,886 2,148 2,081 4,520 4,807 4,661 4,673 5,236 5,648
Feperal HoME LOAN MORTGAGE CORPORATION
Mortgage holdings (end of period)®
17 13,517 12,802 15,105 18,378 18,473 18,714 18,918 19,443 n.a. n.a.
18 746 686 620 594 594 593 599 586 n.a. n.a.
19 12,771 12,116 14,485 17,785 17,880 16,135 18,320 18,857 n.a n.a.
Mortgage transactions (during period)
20 Purchases. ... i e 103,474 | 76,845 44,077 3,586 5,088 6,373 5,861 5,141 n.a. n.a.
21 Sales ..o 100,236 | 75,082 39,780 3,408 4,385 6,037 5,554 4,474 6,331 n.a.
Mortgage commitments®
22 Contracted (during period) ... .........coovnenn... 110,855 71,467 66,026 5,206 8,411 11,227 4,196 5,186 n.a n.a.

1. Weighted averages based on sample surveys of mortgages originated by
major institutional lender groups; compiled by the Federal Home Loan Bank
Board in cooperation with the Federal Deposit Insurance Corporation.

2. Includes all fees, commissions, discounts, and ‘*‘points” paid (by the
borrower or the seller) to obtain a loan.

3. Average effective interest rates on loans closed, assuming prepayment at the
end of 10 years.

4. Average contract rates on new commitments for conventional first mort-
gages; from Department of Housing and Urban Development.

S. Average gross yields on 30-year, minimum-downpayment, Federal Housing
Administration-insured first mortgages for immediate delivery in the private
secondary market. Based on transactions on first day of subsequent month. Large
monthly movements in average yields may reflect market adjustments to changes
in maximum permissable contract rates.

6. Average net yields to investors on Gavernment National Mortgage Associ-
ation guaranteed, mortgage-backed, fully modified pass-through securities, as-
suming prepayment in 12 years on puulq of 30-year FHA/V A mortgages carrying
the rrevallmg ceiling rate. Monthly figures are averages of Friday figures from the

1 Street Journal.

Includes some multifamily and nonprofit hospital loan commitments in
addition to 1- to 4-family loan commitments accepted in FNMA's free market
auction system, and through the FNMA-GNMA tandem plans.

8. Inciudes participation as well as whole loans.

9. Includes conventional and government-underwritten loans. FHLMC's mort-
gage commitments and mortgage transactions include activity under mortgage/
securities swap programs, while the corresponding data for FNMA exclude swap
activity,
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1.54 MORTGAGE DEBT OUTSTANDING!'
Millions of dollars, end of period

1987 1988
Type of holder, and type of property 1986 1987 1988
Q4 Q1 Q2 Q3 Q4
FPARholders. . ....... ..o i s 2,597,175 | 2,943,222 | 3,200,411 | 2,943,222 | 2,984,027 | 3,058,006 | 3,132,353 | 3,200,411
2 1-to 4- famlly ............................................ 1,698,524 | 1,925,189 | 2,115,184 { 1,925,189 | 1,951,400 | 2,012,270 | 2,067,929 | 2,115,184
3 Multifamily . . .. 247,831 3,899 287,611 73,899 78,144 278,919 ,468 287,611
4 Commercial . .. 555,039 655,266 711,093 655,266 666,461 679,037 695,774 711,093
S FarM oo s 95,781 88,868 86,523 88,868 88,022 87,780 87,182 86,523
6 Selected financial insfitutions . ............ ... .00 e 1,507,289 { 1,700,820 | 1,852,593 | 1,700,820 | 1,723,937 | 1,764,221 | 1,813,470 | 1,852,593
7 Commercial banks 502,534 591,151 665,458 591,151 604,468 628,383 649,135 665,458
8 i- to 4-family ... 235,814 275,761 313,897 275,761 280,757 295,425 306,118 313,897
9 Multifamily . . . 31,173 33,296 34,715 33,296 33,728 34,184 33,855 34,715
10 Commercial . .~ 222,799 267,663 301,236 267,663 275,360 283,598 293,772 301,236
t1 FarMl Lo i i e 12,748 14,431 15,610 14,431 14,623 15,176 15,390 15,610
12 Savings institutions® . .. ... 777,312 856,945 908,355 856,945 863,245 872,450 895,230 908,355
13 1- to 4-family . 558,412 598,886 648,275 598,886 603,516 615,795 636,794
14 Multifamily . .. 97,059 106,359 108,319 106,359 107,722 106,367 106,377
15 Commercial . 121, 236 150,943 151,016 150,943 151,251 149,536 151,307
16 T 1 .. N R T T T U
17 Life insurance companies 193, 842 212,375 233,814 212,375 214,815 220,870 225,627
18 1- to 4-family ......... 12,827 13,226 15,361 13,226 13,653 14,172 14,917
19 Multifamily . . . 20,952 22,524 23,681 22,524 22,723 23,021 23,139
20 Commercial . 149,111 166,722 185,592 166,722 168,774 174,086 178,166
21 Farm ........ 10,952 ,903 9,180 9,903 665 9,591 9,405
22 Finance CoOmpanies” ... ... .. ..uiriireenirreioniians 33,601 40,349 , 40,349 41,409 42,518 43,478
23 Federal and related agencies...................oevvueienes 203,800 192,721 198,549 192,721 196,909 199,474 198,027
24  Government National Mortgage Association. . 889 444 67 444 434 42 64 67
25 1-tod-family ............ ..ol 47 25 53 25 25 24 51 53
26 Multifamily .. ........... 842 419 14 419 409 18 13 14
27  Farmers Home Administration 48,421 43,051 42,018 43,051 43,076 42,767 41,836 42,018
28 1- to 4-family ... 21,625 18,169 18,347 18,169 18,185 18,248 18,268 18,347
29 Multifamily .. . ,608 8,044 8,513 8,044 8,115 8,213 8,349 8,513
30 Commercial .. 8,446 6,603 5,343 6,603 6,640 6,288 5,300 5,343
31 Farm .o it i e e e 10,742 10,235 9,815 10,235 10,136 10,018 9,919 9,815
32 Federal Housing and Veterans Administration, ............ 5,047 5,574 5,975 5,574 5,660 5,673 5,666 5,975
33 todfamily ..o 2,386 2,557 2,649 2,557 2,608 2,564 2,432 2,649
34 Multifamily . ................ ... 2,661 3,017 3,326 3,017 3,052 3,109 3,234 3,326
35  Federal National Mortgage Association. 97,895 96,649 103,013 96,649 99,787 102,368 102,453 103,013
36 [-todfamily ................. ... 90,718 89,666 95,833 89,666 92,828 95,404 95,417 95,833
37 Multifamily ., . . 7,177 6,983 7,180 6,983 6,959 ,964 7,036 7,180
38  Federal Land Banks 39,984 34,131 32,115 34,131 33,566 33,048 32,566 32,115
39 1- to 4-family . 2,353 2,008 1,890 2,008 1,975 1,945 1,917 890
40 Farm ..oo.oovvvein i 37,631 32,123 30,225 32,123 31,591 31,103 30,649 30,225
41  Federal Home Loan Mortgage Corporation . . 11,564 12,872 15,361 12,872 14,386 15,576 15,442 15,361
42 I-tod4-family .......... .ol .. 10,010 11,430 13,058 11 430 12,749 13,631 13,322 13,058
43 Multifamily . ...... ... e 1,554 1,442 2,303 1,442 1,637 1,945 2,120 2,303
44 Mortgage pools or trusts® Lo 565,428 718,297 809,448 718,297 732,071 754,045 782,802 809,448
45  Government National Mortgage Association. . 262,697 317,555 340,527 317,555 318,703 322,616 333,177 340,527
46 1- to 4-family . 256,920 309,806 331,257 309,806 310,473 314,728 324,573 331,257
47 Multifamily .. ... 5,777 7,749 9,270 7,749 8,230 7,888 X 9,270
48  Federal Home Loan Mor!gage Corporation 171,372 212,634 224,967 212,634 214,724 216,155 220,684 224,967
49 t- to 4-family . 166,667 205,977 218,513 205,977 208,138 209,702 214,195 218,513
50 Multifamily . ........ 4,705 6,657 6,454 6,657 6,586 6,453 6,489 6,454
51  Federal National Mortgage Associ 97,174 139,960 178,250 139,960 145,242 157,438 167,170 178,250
52 I- to 4-family 95,791 137,988 172,331 137,988 142,330 153,253 162,228 172,331
53 Multifamily ............... 1,383 1,972 5,919 1,972 2912 4,185 4,942 5919
54  Farmers Home Administration 348 245 104 245 172 106 106 104
55 1-to 4-family .............. 142 121 26 121 65 23 27 26
56 Multifamily .. ... i e i e e e e e
57 Commercial .. . 132 63 38 63 58 41 38 38
58 Farm ..o s 74 61 40 61 49 42 41 40
59 Individuals and others’ 320,658 331,384 339,821 331,384 331,110 340,266 338,054 339,821
60 1- to 4-family . 177,374 171,317 173,128 171,317 169,459 177,108 172,527 173,128
61  Multifamily . .. 66,940 75,437 77,917 75,437 76,071 76,572 77,310 77,917
62  Commercial . .. 53,315 63,272 67,868 63,272 64,378 65,488 67,191 67,868
63 Farm .. . e 23,029 21,358 20,908 21,358 21,202 21,098 21,026 20,9508

1. Based on data from various institutional and governmental sources, with
some quarters estimated in part by the Federal Reserve. Muitifamily debt refers
to loans on structures of five or more units.

2. Includes loans held by nondeposit trust companies but not bank trust
departments.

3. Includes savings banks and savings and loan associations. Beginning 1987:1,
data reported by FgL[C—insured institutions include loans in process and other
contra assets (credit balance accounts that must be subtracted from the corre-
sponding gross asset categories to yield net asset levels).

4. Assumed to be entirely 1- to 4-family loans,

5. FmHA-guaranteed securities sold to the Federal Financing Bank were
reallocated from FmHA mortgage pools to FmHA mortgage holdings in 1986:4,
because of accounting changes by the Farmers Home Administration.

6. Outstanding principal balances of mortgage pools backing securities insured
or guaranteed by the agency indicated. Includes private pools which are not
shown as a separate line item.

7. Other holders include mortgage companies, real estate investment trusts,
state and local credit agencies, state and local retirement funds, noninsured
pension funds, credit unions, and other U.S. agencies.



Consumer Installment Credit A39
1.55 CONSUMER INSTALLMENT CREDIT' Total Qutstanding, and Net Change, seasonally adjusted
Millions of dollars
1988 1989
Holder, and type of credit 1987 1988
Oct. Nov. Dec. Jan. Feb. Mar. Apr. May" June
Amounts outstanding (end of period)
| X 607,721 | 659,507 | 649,132 | 654,413 | 659,507 | 682,020 | 687,397 | 691,162 | 693,911" | 698,132 | 701,118
By major holder
2 Commercial banks ,................... 282,910 | 318,925 | 312,588 | 316,683 | 318,925 | 316,797 | 318,423 | 318,242 | 320,458 | 323,363 | 324,272
3 Finance Compdnie% 140,281 145,180 143,012 143,488 145,180 141,795 143,419 143,070 | 144,378 145,523 146,055
4 Credit unjons. ... .. 80,087 86,118 85,338 85,740 86,118 87,093 87,813 88,514 89,330" 89,890 90,511
5 Retailers’ .. ... 40,975 43,498 42,614 42,910 43,498 40,986 41,052 41,300 41,301 41,323 41,649
6 Savings institutions 59,851 62,099 61,926 61,922 62, 62,867 63,109 62,735 61,919 61,311 59,937
7 Gasoline companies 3,618 3,687 3,654 3,671 3,687 3,655 3,677 3,682 3,787 3,897 4,017
8 Pools of securitized assets® .. ....... ... i, n.a. n.a. n.a. n.a, 28 827 29,903 33,487 32,737 32,826 34,677
By mujor type of credit
9 Automobile ... ... ... 265,976 | 281,174 | 278,902 | 279,926 | 281,174 | 286,382 | 288,767 | 288,850 | 289,654" | 290,741 250,474
10  Commercial banks . 109,201 | 123,259 | 120,939 | 122,392 | 123,259 | 122,160 | 122,983 | 123,062 | 123,878 [ 125,118 | 125,66]
11 Credit unions. ... 40,351 41,326 41,293 41,316 41,326 41,707 41,964 42,211 42,5107 | 42,687 42,892
12 Finance companies. 98,195 97,204 96,877 96,657 97,204 87,968 88,789 89,567 90,268 90,976 91,184
13 Savings institutions .. 18,228 19,385 19,793 19,561 19,385 19,506 19,464 19,231 18,866 18,566 18,038
14 Pools of securitized assets® ... ... . n.a. n.a. n.a. n.a. n.a. 15,042 15,568 14,779 14,132 13,395 12,700
15 Revolving.........oooviv i iiiiinnn, 153,884 174,792 170,131 173,030 174,792 176,716 178,570 182,831 184,500" | 186,502 189,609
16  Commercial banks . 99,119 | 117,572 | 114,180 | 116,593 { 117,572 | 111,133 [ 111,706 | 112,553 | 114,130 | 115,407 | 115,539
17 Retailers...... 36,389 38,692 37,919 38,176 38,692 36,176 36,257 36,489 36,497 36,504 36,814
18  Gasoline companies 3,618 3,687 3,654 3,671 3,687 3,655 3,677 3,682 3,787 3,897 4,017
19 Savings msmunons 10,367 10,151 9,724 9,923 tQ,151 10,479 10,722 10,860 10918 11,008 10,954
20 Credit unions....... 4,391 4,691 4,653 4,673 4,691 4,785 4,866 4,947 5,035 5,109 5,187
21 Pools of securitized assets® ........ .. n.a. n.a. n.a. na. n.a. 10,489 11,342 14,172 | 14,134 14,578 17,098
22 Mobile home ............... ...l 26,387 25,744 26,033 26,005 25,744 26,036 25,992 24,168 23,993 23,952 23,695
23 Commercial banks . 9,220 8,974 9,225 9,224 8,974 8,974 8,974 844 8,836 8,878 8,854
24 Finance companic o 7,762 7,186 7,194 7,197 7,186 7,376 7,308 5,687 5,659 5,684 5,674
25 Savings institutions ................. 9,406 9,583 9,614 9,584 9,583 9,687 9,710 9,637 9,498 9,390 9,166
26 Other............... 161,475 177,798 174,066 | 175,452 177,798 192,886 | 194,068 195,314 | 195,763" | 196,936 197,340
27  Commercial banks . 65,370 69,120 68,244 68,474 69,120 74,532 74,760 73,783 73,614 73,960 74,217
28  Finance compzmics. 34,324 40,790 38,941 39,633 40,790 46,451 47,322 47,816 48,451 48,863 49,197
29  Credit unions...... 35,344 40,102 39,392 39,752 40,102 40,601 40,983 41,357 41,785" 42,094 42,433
30 Retailers...... 4,586 4,807 4,694 4,739 4,807 4,809 4,795 4,811 4,804 4,819 4,834
31  Savings institutions . 21,850 22,981 22,794 22,854 22,981 23,196 23,214 3,006 22,638 22,347 21,780
32 Pools of securitized assets® ..., ... n.a. n.a. n.a. n.a. n.a. 3,296 2,993 4,536 4,471 4,853 4,879
Net change (during period)
B Tetal .............. i 35,674 51,786 2,576 5,281 5,094 22,513 5,377 3,765 2,749 4,221 2,986
By muajor holder
34 Commercial banks ,................... 19,884 36,015 2,456 4,095 2,242 —2,128 1,626 — 18} 2,216 2,905 909
35 Finance companies” . . £,349 4,899 -7 476 1,692 —3,385 1,624 —349 1,308 1,145 532
36 Credit unjons. . .... 3,853 6,03t 438 402 378 975 720 701 816" 560 621
37 Retailers” . ... ... 1,568 2,523 265 296 588 ~2,512 66 248 3 22 326
38 Savmgs institutions 3,689 2,248 -576 -4 t77 768 242 -374 —816 —608 -1,374
39 Gasoline companies .. ... 332 69 -1 17 16 ~32 22 5 105 110 120
40 Pools of securitized assets® ............ n.a. n.a. n.a. n.a. n.a, n.a 1,076 3,584 —-750 89 1,851
By major type of credit
41 Automobile ...... ... 18,663 15,198 —341 1,024 1,248 5,208 2,385 83 804" 1,087 --267
42 Commercial banks . 7,919 14,058 414 1,453 867 ~-1,099 823 79 816 1,240 543
43 Credit unions. . ... 1,916 975 43 23 10 381 257 247 299" 177 205
44 Finance compnn i 5,639 =991 —380 =220 547 —9,236 821 718 701 708 208
45 Savings institutions 3,188 1,157 —418 ~232 - 176 121 —42 —233 —365 -300 —528
46 Pools of securitized assets® .......... n.a. n.a. na. n.a. na. n.a. 526 ~789 —647 ~737 —695
47 Revolving.................oiiis 16,871 20,908 1,858 2,899 1,762 1,924 1,854 4,261 1,669 2,002 3,107
48  Commercial banks . 12,188 18,453 1,489 2,413 979 —6,439 573 847 1,577 1,277 132
49 Retailers.......... 1,866 2,303 237 251 522 -2,516 81 232 8 7 310
50  Gasoline companies 332 69 -1 17 16 -32 22 5 105 110 120
51 Savings institutions 1,771 ~216 110 199 228 328 243 138 58 9% -54
52 Credit unions........ 715 {41} 2t 20 18 94 81 81 88" 74 78
53 Pools of securitized assets* n.a, n.a. n.a. n.a. n.a. n.a. 853 2,830 -38 444 2,520
54 Mobile home .................co il —643 —152 ~28 —261 292 —44 -1,824 -175 —41 —-257
55  Commercial banks . . —246 106 -1 ~250 0 0 -130 -8 42 —24
56  Finance compame\ —576 —140 3 ~H 190 —68 —-1,621 —28 25 L
57  Savings institutions 177 -118 -30 ~1 104 23 -73 -139 -108 ~224
SBOther......ooviiv i 16,323 1.211 1,386 2,346 15,088 1,182 1,246 449" 1,173 404
59 Commercial banks . . 3,750 446 230 646 5,412 228 -977 —~169 346 257
60  Finance companies. 6,466 513 692 1,157 5,661 871 494 635 412 334
61 Credit unions.. .. 4,758 374 360 350 499 382 374 428" 309 339
62 Retailers .. 21 27 45 68 2 -4 16 ~7 15 15
63 Savings institutions .. -1, 1,131 —151 60 127 215 18 -208 —368 -291 —567
64  Pools of securitized assets® .......... n.a n.a. n.a. m.a. n.a. n.a. ~303 1,543 —65 382 26

two or more installments.

These data also appear in the Board's G.19 (421) release. For address, see

inside front cover.

1. The Board's series cover most short~ and intermediate—term credit extended
to individuals that is scheduled to be repaid (or has the option of repayment) in

2. More detail for finance companies is available in the G. 20 statistical release.

3. Excludes 30—day charge credit held by travel and entertainment companies.

4. Outstanding balances of pools upon which securities have been issued; these
balances are no longer carried on the balance sheets of the loan originator.
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1.56 TERMS OF CONSUMER INSTALLMENT CREDIT!

Percent unless noted otherwise

1988 1989
Item 1986 1987 1988
Dec. Jan. Feb. Mar. Apr. May June
INTEREST RATES
Commercial banks?
1 48monthnewcar’............cooeennnnn cee 11.33 10.45 10.85 n.a. n.a. 11.76 n.a. n.a. 12.44 n.a.
2 24-month personal .... e 14.82 14.22 14.68 n.a. n.a. 15.22 n.a. n.a. 15.65 n.a.
3 120-month mobile home 13.99 13.38 13.54 n.a. n.a. 14.00 n.a. n.a. 14.35 n.a.
4 Creditcard....... B P 18.26 17.92 17.78 n.a. n.a. 17.83 n.a. n.a. 18.11 n.a.
Auto finance companies
5 NEWCAr .. ovit e 9.44 10.73 12.60 13.25 13.27 13.07 13.07 12.10 11.80 11,96
6 Usedcar.........c.oo i 15.95 14.60 15.11 15.80 15.57 15.90 16.12 16.39 16.45 16.45
OTHER TERMS*
Maturity (months)
T O NEWCAr .ttt s 50.0 53.5 56.2 56.3 56.2 55.7 55.4 534 52.7 53.0
8 Usedcar..........oooiiiiiiiiiiiiiainaniins 42.6 45.2 46.7 46.0 47.8 47.4 47.1 47.8 46.6 46.5
Loan-to-value ratio
L L 91 93 94 94 94 92 92 91 91 91
10 Usedcar........ooviviiiiiiiiiiiiiininaan, 97 98 98 98 97 98 97 97 97 97
Amount financed (dollars)
1 Newear......oo i s 10,665 11,203 11,663 12,068 11,956 11,819 11,867 11,886 11,973 12,065
120 Usedcar.....ooviiiiii i i 6,555 7,420 7,824 8,022 8,006 8,022 7,958 7,855 7,908 7,921
I. These data also appear in the Board’s G.19 (421) release. For address, see 3. Before 1983 the maturity for new car loans was 36 months, and for mobile
inside front cover. home loans was 84 months.

2. Data for midmonth of quarter only. 4. At auto finance companies.
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS

Billions of dollars; quarterly data are at seasonally adjusted annual rates.

1987 1988 1989

Transaction category, sector 1984 1985 1986 1987 1988
Q3 Q4 Qt 2] Q3 Q4 Ql

Nonfinancial sectors

| Total net borrowing by domestic nonfinancial sectors. ... .. 750.8 | B46.3 | 837.5 | 689.0 | 74L.4 | 659.8 | 780.3 | 723.9 | 7104 | 767.8 | 763.7 | 742.6

By sector and instrument

2 U.S.government ...t 198.8 | 223.6 [ 215.0 | 144.9 § 157.5 | 103.1 | 168.2 { 227.7 | 89.2 188.6 | 124.4 | 2144

3 Treasury securities............ oo 1990 | 2237 | 2147 | 1434 | 140.0 | (040 | 163.2 | 2282 81.5 167.7 828 | 2156

4 Agency issues and mortgages ... ... ..ova. -2 ~.1 4 1.5 17.4 -.9 5.0 -.5 1.7 20.9 41.6 -1.2

5 Private domestic nonfinancial sectors .................. 552.0 | 622.7 | 622.5 [ 544.0 | 584.0 | 556.6 ( 612.2 | 496.2 | 621.2 | 579.3 | 6393 | 528.2

6 Debt capital instruments .. ... ... 3193 | 4523 | 468.4 | 459.0 | 426.1 | 441.2 | 4303 | 3589 | 474.8 | 446.7 | 4239 | 372.2

7 Tax-exempt obligations 50.4 | 136.4 30.8 34.5 33.1 327 33.5 22.8 30.6 41.4 37.5 19.7

8 Corporate bonds .. . ... 46.1 73.8 | 1213 99 97.2 | 1007 81.6 1 1014 | 1179 90.3 79.1 82.1

9 Mortgages. .. ..... 2228 | 242.2 | 3163 | 3245 295.8 | 307.8 | 3153 | 234.6 | 326.3 | 3150 ( 3073 | 2703
10 Home mortgages .. 136.7 | 156.8 | 218.7 | 234.9 | 220.0 | 225.0 | 222.8 | 169.6 | 270.7 | 2319 | 207.8 | 187.4
11 Multifamily residential . 25.2 29.8 315 24.4 16.3 3 16.1 219 4.2 16.0 209 26.6
12 Commercial .......... ] 622 62.2 73.6 71.6 | 6l.6 64.3 78.3 47.3 52.7 69.4 77.1 61.5
13 Farm........... o -1.2 -66 1 95| —64| -2.1 471 —1.9( —6.1 -1.4 —2.4 1.5 -5.2
14 Other debt instruments ......... ... 2327 1 1703 | 154.1 85.1 1 1579 | 1154  181.8 | 137.3 ) 146.4 | 132.5 | 2154 156.1
15 Consumer credit . . .. 81.6 82.5 58.0 N9 51.1 54.0 56.5 38.6 57.5 3.8 76.3 349
16 Bank loans n.e.c. ... 67.1 38.6 65.0 0.8 475 21.7 75.2 34.7 72.4 10.7 72.1 83
17 Open market paper 217 14.6 =93 2.3 11.6 1.0 3.9 -38 4.0 11.1 35 34.4
18 Other..................... B 62.2 34.6 40.5 39.1 47.7 38.7 46.2 67.8 12.5 7R.9 Y 48.4
19 By borrowing sector ............. i 552.0 | 622.7 | 622.5 | 544.0 | 584.0 | 556.6 | 612.2 | 496.2 | 621.2 | 579.3 | 639.3 | 528.2
20 State and local governmeants . 27.4 ol1.8 44.3 34.0 2.0 34.8 32.9 17.5 27.6 43.5 394 26.0
21 Households . . ... 2315 ) 283.6 ) 289.2 | 267.8 | 276.5 | 2873 | 277.R | 212.6 | 330.6 | 2829 | 2798 | 2517
22 Nonfinancial business . Lo 12931 | 2473 ) 2889 | 2422 | 2755 | 2345 | 3015 266.0 | 2629 | 2529 | 320.1 | 250.5
23 Farm.................. s -4 | 145|163 | —10.6 [ 4.0 ~9.4 33 157 | -3.4 —2.6 5.5 =27
24 Nonfarm noncorporate .. | 1232 129.3 | 103.2 | 107.9 85.3 97.4 1 116.0 86.3 7.3 96.0 86.7 78.5
25 COrporate . ...t 170.3 132.4 | 202.0 | 1449 | 194.2 | 146.6 | 182.1 | 1955 | 194.0 | 1595 | 227.8 | 174.6
26 Forcign net borrowing in United States. ................ 8.4 1.2 9.6 4.3 5.9 12.3 139 —-1.0 5.2 4.4 15.0 -7.9
27 Bonds ... 3.8 3.8 3.0 6.8 6.7 6.7 21.6 16.8 | 2.7 6.5 6.3 9.5
28  Bank loans n.e.c. -6.6 —~2.8 ~1.0 -361{ -1.8 -3.7 6.1 7 -3.5 29| —74 1.5
29  Open market paper. . . 6.2 6.2 1.5 2.1 9.6 216 | —2.5 1.5 6.4 10.7 20.0 116
30 U.S.governmentloans ...............cooviiiiiil.. 5.0 ~5.9 ~39 ~1.0] -8.6 | —12.3 B —199 St | 158 -39 ( -304
31 Total domestic plus foreign . ........................... 759.2 | 847.5 | 847.1 | 6933 | 747.3 | 672.0 | 794.2 | 7229 | 715.6 | T72.2 | 778.6 | 7347

Financial sectors

32 Total net borrowing by financial sectors................. 148.7 | 198.3 | 307.0 [ 303.3 | 254.9 | 306.4 | 250.2 | 193.3 | 263.3 | 227.2 | 335.7 | 358.1

By instrument
33 U.S. government related. . .................oo L 74.9 101.5 } 187.9 | 185.8 | 137.5
34 Sponsored credit agency securities.
35  Mortgage pool securities.......

36 Loans from U.S. government ............. Y 1.1 —.4 e T e e T e I I
37 Private financial sectors ........... .o 738 96.7 | N9.1 1 17.5[ 1174 82.7 731 [ 165 76.6 | 1585 { 152.4
38 Corporate bonds . .. ... 33.0 47.9 70.9 67.2 50.7 42.4 70.1 60.5 325 39.7 31.0
39  Mortgages....... 4 .1 .1 4 —-.1 8 —.1 * * ~.2 A
40  Bank loans n.e.c. .. 7 2.6 40| ~33 | ~-6.6 —10.7 | —26.8 8.7 6 —4.6
41 Open market paper................... . 24.1 320 242 28.8 53.6 5.4 24.6 82.2 26.1 81.7 61.6
42 Loans from Federal Home Loan Banks ........... ... 15.7 14.2 9.8 24.4 19.7 4.9 5.4 10.1 2 36.8 64.4
By sector
43 Total ........ RN R T coven | 1487 | 1983 | 307.0 | 303.3 | 254.9 | 306.4 | 250.2 | 193.3 | 263.3 | 227.2 | 3357 | 358.1
44 Sponsored credit agencies ... 30.4 21.7 14.9 29.5 44.9 2.0 71.6 56.8 9.4 42.8 70.5 81.7

45 Mortgage pools...........

46  Private financial sectors . 73.8 96.7 | 9.1 1 117.5 [ 117.4 | 1208 82.7 73.0 | 1615 76.6 | 1585 | 1524
47 Commercial banks . 73 —-4.91 ~3.6 7.0 -39 | -13.1 15.0 | —22.4 6.2 -8.3 8.9 1.8
48 Bank affiliates .............. 15.6 14.5 4.6 2.9 1.4 11.3 | —22.6 | ~8.5 11.4 7.6 | —4.9 8.8
49 Savings and loan associations 22.7 22.3 29.8 34.9 37.8 43.4 48.7 8.6 17.1 54.4 71.0 727
50 Finance companies.......... 18.2 52.7 48.4 32.7 47.8 34.0 3314 51.4 93.7 1.2 45.1 53.6
51 REITs.......... e 8 .5 1.0 8 1.7 2.5 2.2 1.0 1.7 ~1.4 5.8 8
52 CMOISSUETS L. oo i e 9.3 11.5 39.0 39.1 32.5 4.7 6.0 43.0 | 315 231 325 14.7
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1.57—Continued

1987 1988 1989
Transaction category, sector 1984 1985 1986 1987 1988
Q3 Q4 Q! Q2 Q3 Q4 Ql
All sectors
53 Totalnetborrowing .................c.coiviuiinnnnt 907.9 11,045.7 [1,154.1 | 996.6 |1,002.2  978.4 (1,044.4 | 916.2 | 978.9| 999.4 |1,114.4 |1,092.8
54  U.S. government securities ......................... 273.8 324.2 | 403.4| 3315 294.9 | 288.6 335.7| 347.9 191.0 | 339.2 301.6 ; 420.1
55 State and local obligations .......................... 504 | 136.4 308 34.5 33.1 2.7 335 22.8 306 41.4 37.5 19.7
56 Corporate and foreign bonds . ....................... 83.0 | 1254 1952 1740 | 154.6) 1851 | 145.6| 188.2 | 175.81 129.4 | 125.1| 122.7
57 MOTGAZES. ..o\ vviiitit it 223.0 | 242.21 3164 3249 2957} 308.0 | 316.1 | 2345 | 3263 3150 307.1( 2704
58 Comsumer credit. ..oooveiiriniii s 81.6 82.5 80t 329 51.1 54.0 56.5 38.6 51.5 31.8 76.3 349
59 Bankloans n.e.c...... 61.1 38.3 67.9 38 39.1 24.3 58.4 8.6 77.6 5.0 65.3 35.1
60  Open market paper. . 52.0 52.8 264 | 332 749 369 6.7 223 92.5| 48.0| 1368 107.6
61  Otherloans ................ 82.9 44.0 56.1 61.8 58.8) 48.7 919 533 277 897 64.7 82.4
62 MeEMo: U.S. government, cash balance................. 6.3 14.4 * ~-7.9 104 —19.6 | —54.7 60.9 33 16.2 | —38.8 -43
Totals net of changes in U.S. government cash balances
63 Net borrowing by domestic nonfinancial,............. 744.5 | 8319 87.5]| 696.9 | 731.1| 679.4 | 8350 663.0 [ 707.1| 750.7 | 802.5| 747.0
64  Net borrowing by U.S. government.................. 1925 | 209.3| 2150 1528 | 147,11 1227 | 222.8| 166.8 8601 1724 163.2 ] 218.7
External corporate equity funds raised in United States
65 Total net share issues . ...............c..ooiiniiininn. -36.0 20.1 93.9 13.5 | -115.0 | ~47.1 | —82.7| —75.6 |~131.1 | —84.1 | —~169.1 | —143.1
66 Mutualfunds.......ooooiiiii i 29.3 8441 16181 723 -4 38§ —9.1 501 -8.0 0.3 1.1 19.1
67 Allother. ... ~653 | —64.3| —68.0! —58.8 |—-114.5| -60.9 | ~73.6 | —80.5 [—-123.1[ —84.4 | -170.2 | -162.2
68 Nonfinancial corporations. .............covveree... -74.5 | —81.5| -80.7| -76.5 [—130.5{ -78.0 | —88.0 | ~95.0 | —140.0 | —92.0 |~195.0 { —180.0
69 Financial corporations........................ 8.2 13.5 11.5 20.1 15.2 18.4 26.4 15.2 23.4 6.4 15.9 13.7
70 Foreign shares purchased in United States 9 3.7 131 -24 J] ~13 ] -12.0 -7 -6.5 1.2 9.0 4.1




Flow of Funds A43
[.58 DIRECT AND INDIRECT SOURCES OF FUNDS TO CREDIT MARKETS
Billions of dollars, except as noted; quarterly data are at seasonally adjusted annual rates.
1987 1988 1989
Transaction category, or sector 1984 1985 1986 1987 1988
Q3 Q4 Ql Q2 Q3 Q4 Q1
1 Total funds advanced in credit markets to domestic
nonfinancial sectors . . ............ ..o 750.8 | 846.3 | 837.5 | 689.0 7414 659.8 | 780.3 | 723.9 7104 767.8( 763.7( 7424
By public agencies and foreign
2 Total net advances ............oovieveniin i, 157.6 | 193.1 3140 | 256.7 239.1 ¢ 2111 265.4 | 262.5 166.1 222.5 305.1 336.2
3 U.S. government securities. 389 37.9 69.4 68.2 84.8 35.1 123.3 148.6 42.4 25.8 122.3 87.6
4  Residential mortgages............. 56.5 94.6 | 170.1 153.2 104.0 ] 146.0 102.7 83.6 106.7 108.3 117.5 126.2
5 FHLB advances to savings and loan .. 15.7 14.2 19.8 24.4 19.7 22.2 44.9 5.4 10.1 26.6 36.8 64.4
6  Other loans and securities. . ....................o.0. 46.6 46.3 54.6 10.9 30.5 7.8 -5.5 249 6.8 61.9 28.4 S8.1
Total advanced, by sector
7  U.S.government............. 17.1 16.8 973 ~-119 —-73}) —24.1 —~2.6 -8.8 1 203 9.4 -9.35 13
8  Sponsored credit agencies . . 74.3 95.5 | 187.2 ] 181.4 131.2 187.0 | 156.6 | 103.1 103.4] 1389 179.2| 216.0
9 Monetary authorities . ... 8.4 18.4 19.4 24.7 10.5 29.0 30.4 -5.5 4.1 17.1 26.5 —4.9
10 FOTeigN .. ..ottt 57.9 62.3 97.8 62.5 104.7 19.1 81.0 173.7 78.9 57.2 108.9 117.8
Agency and foreign borrowing not in line 1
11 Sponsored credit agencies and mortgage pools........ 749 1 101.5 ] 187.9 | 185.8 137.5 1855 | 167.5 | 120.3 1018 1506 177.2] 205.7
120 FOreign oo 8.4 1.2 9.6 43 59 123 139 -1.0 5.2 4.4 15.0 -7.9
Private domestic funds advanced
13 Total net advances .. .........cooviveiii i 676.4 | 756.0 | 721.0 | 622.5 645.7 | 646.4 | 6963 | 580.6 651.3| 700.3 ] 6508 604.2
14 U.S. government securities. 234.9 | 286.2 | 3339 ; 263.3 2102 | 253.5| 2124 199.3 148.6 | 313.4 179.3 332.5
15 State and local obligations. . 50.4 | 136.4 30.8 4.5 33.1 2.7 335 22.8 30.6 41.4 37.5 19.7
16 Corporate and foreign bonds 35.1 40.8 84.1 86.5 81.0 83.7 | 102.9 115.7 90,2 65.1 53.0 54.6
17 Residential mortgages. . .. 105.3 91.8 82.0 | 106.1 1322 1023 1362 | 109.9 | 1682 1397} 11i.1 87.9
18  Other mortgages and loan 266.3 { 2149 { 210.0 | 156.5 209.0 196.4 | 256.3 138.3 223.8 167.3 | 306.6 173.8
19 Lkrss: Federal Home Loan Bank advances ........... 15.7 14.2 19.8 24.4 19.7 222 44.9 5.4 10.1 26.6 36.8 64.4
Private financial intermediation
20 Credit market funds advanced by private financial
INSHAULIONS ... vt 5810 | 5698 | 747.0 | 566.6 587.6 | 64).7 | 553.8 | 658.1 5933 | 47321 626.0| 586.9
21 Commercial banking. 168.9 | 186.3 194.8 136.7 156.0 | 151.4 } 253.1 56.8 213.8 141.3 | 212.2 96.8
22 Savings institutions. . .. .. 150.2 83.0 | 106.2 141.7 1211 191.5 155.6 85.3 92.9 186.3 119.9 80.6
23 Insurance and pension fun 121.8 | 1489 | 181.9 | 2119 | 22221 247.5 | 15431 2793 | 2289} 173.9| 206.8| 259.1
24 Otherfinance ..............ccviviiniiiii i 140.1 151.6 | 264.2 76.3 88.3 53.3 -9.2 1 236.7 578 —28.4 87.2 150.3
25 Sourcesof funds . ... ... e 581.0 | 569.8 1 747.0 | 566.6 587.6 | 643.7 1 553.8 | 658.1 593.3 | 473.2 7 626.0 | 5869
26  Private domestic deposits and RPs . 321.9 | 210.6 | 264.7 145.6 1984 193.9 | 265.6 | 283.6 135.1 167.3 | 207.5 127.3
27 Credit market borrowing .. ........ 73.8 96.7 119.1 117.5 117.4 120.8 82.7 73.1 161.5 76.6 158.5 152.4
28  Othersources........... 1853 | 262.5 | 363.2 [ 303.5 271.8 | 329.0 | 205.5 | 3013 2967 | 2292 260.0} 3072
29 Foreign funds. 8.8 19.7 12.9 43.7 9.2 99.5 252 —80.1 106.6 | —S0.4 60.71 —36.3
30 Treasury balances............ 4.0 10.3 1.7 -5.8 7.3 6.1 -36.1 53.3 -17.8 87| —15.2 8.4
31 Insurance and pension reserves 124.0 { 131,91 1443 176.1 2199 196.1 1203 | 265.2 240.0 149.9 | 2243 | 263.6
32 Other, el ... i 48.5 | 100.7 | 204.4 89.6 35.4 27.2 96.0 629 | 324 121,04 99 88.3
Private domestic nonfinancial investors
33 Direct lending in credit markets 169.2 | 282.9 93.1 173.3 1755 123.6 | 225.1 —4.4 219.5 | 303.7 183.3 169.7
34  U.S. government securities. 115.4 175.7 59.9 104.4 146.5 70.3 117.8 114.4 87.3| 247.0 137.2 194.6
35  State and local obligations. .. 26.5 39.6 | —13.6 46.1 200 424 56.0 —-.5 18.3 27.9 34.4 7.7
36  Corporate and foreign bonds -.8 2.4 32.6 53 -127 283 4.1 | --39.0 366 -29.2 ) —194 -2
37 Open market paper......... 4.0 45.6 -3.6 4.3 149 -29.7 -9.5 | 715 76.1 54.0 1.0 A
38 Other......... i 24.2 19.6 17.9 133 6.8 12.2 18.7 7.8 1.2 39 30.1 | -303
39 Deposits and CUTTENCY ..o ovvvvvvie iy 325.4 1 2209 | 285.0 161.8 205.9] 2293 | 316.3 | 278.6 136.3 194.1 2144 1381
40 Urrency ... ... ... .. 8.6 12.4 14.4 19.0 14.7 17.3 36.8 8.2 11.9 28.6 10.2 9.8
41  Checkable deposits ........... 28.0 40.9 9321 =21 12.2 35.4 14.3 4.5 18.5| —23.8 49.6 | 59.6
42 Small time and savings accounts . 150.7 138.5 120.6 76.0 120.6 80.2 124.1 189.1 152.4 70.5 70.4 50.7
43 Money market fund shares . 49.0 8.9 41.5 28.2 238 2.7 63.3 59.4 | --34.8 3.0 67.9 59.5
44  Large time deposits ..... 84.3 7.7 ~11.4 26.7 323 —-1.0 89.4 17| --15.7] 122.0 11.2 55.9
45  Security RPs.............. 10.0 14.6 20.8 16.9 9.5 46.6 | —25.6 9.3 14.7 —4.4 8.2 20.7
46  Deposits in foreign countries . ................. ... =51 -2.1 s9 | -2.8 -73 18.1 139 -13.3 | ~-10.7] ~1.8] -33 1.0
47 Total of credit market instruments, deposits, and
CUETRMICY. . .o v i e et its st et aenanan 494.6 | 503.7 | 378.1 335.1 381.4| 3529 | 541.5 274.2 3558 497.8 397.7 307.8
48  Public holdings as percent of total. .................. 20.7 227 37.0 37.0 3.9 31.4 33.4 36.3 232 28.8 39.1 457
49 Private financial intermediation (in percent) , . . 85.8 75.3 1 103.6 91.0 9.9 99.5 79.5 1 1133 91.0 67.5 96.1 97.1
50 Total foreignfunds . ...........ooi i 66.7 82.0 | 110.7 106.2 139 1187 106.2 93.6 185.5 6.8 169.7 81.5
MEeMo: Corporate equities not included above
51 Total netisSues. ............civivevniii it -36.0 20.1 93.9 13.5 | —115.0 | —47.1 | —82,7 | =75.6 | —131.1 | —84.1 |~-169.1 [—143.1
52 Mutual fund shares ... ......oooviiiii i 29.3 84.4 | 161.8 72.3 —.4 138 9.1 5.0 —8.0 3 1.1 9.1
53 Other equities. . ................ —653 | —64.3 1 —68.0 | —58.8 [—114.5| —60.9 | —73.6 | —-80.5 |—123.1 | —84.4|~170.2 ~162.2
54 Acquisitions by financial institutions .. 5.8 45.6 48.5 22.6 4.8 521 -165) -35.7 —6.8 224 39,1 4.1
55 Other net purchases ............o oo .. —51.8 | -25.5 45.4 =91 |-119.7) —52.4 | —66.2 | —39.9 | —124.3 | -106.5 [-208.2 | -147.2

NOTES BY LINE NUMBER,
1. Line 1 of table 1.57.
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
issues of federally related mortgage pool securities.
13. Line 1 less line 2 plus line 11 and 12. Also line 20 less line 27 plus line 33,
Also sum of lines 28 and 47 less lines 40 and 46.
18. Includes farm and commercial mortgages.
26. Line 39 less lines 40 and 46.
27. Excludes equity issues and investment company shares. Includes line 19.
29. Foreign deposits at commercial banks, bank borrowings from foreign
branches, and liabilities of foreign banking agencies to foreign affiliates, less
claims on foreign affiliates and deposits by banking in foreign banks.
30. Demand deposits und note balances at commercial banks.

31. Excludes net investment of these reserves in corporate equities.

32. Mainly retained earnings and net miscellaneous hiabilities.

33, Line 13 less line 20 plus line 27.

34-38. Lines 14-18 less amounts acquired by private finance plus amounts

borrowed by private finance. Line 38 includes mortgages.

40. Mainly an offset to line 9.

47. Lines 33 plus 39, or line 13 less line 28 plus 40 and 46.

48. Line 2/line 1.

49, Line 20/line 13.

50. Sum of lines 10 and 29.

51, 53. Includes issues by financial institutions.

NoTE. Full statements for sectors and transaction types in flows and in amounts
outstanding may be obtained from Flow of Funds Section, Division of Research
and Statistics, Board of Governors of the Federal Reserve System, Washington,
D.C, 20551.
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1.59 SUMMARY OF CREDIT MARKET DEBT OUTSTANDING

Billions of dollars; period-end levels.

1987 1988 1989

Transaction category, sector 1983 1984 1985 1986
Q3 Q4 Ql Q2 Q3 Q4 Q1

Nonfinancial sectors

1 Total credit market debt owed by

domestic nonfinancial sectors............. 5,204.3 | 5,953.7 | 6,797.0 | 7,638.4 8,099.4 | 8,330.0 | 8,471.0 | 8,658.1 | 8,828.8 | 9,049.7 | 9,209.4
By sector and instrument

2 U.S. government.....oovvvneiueenenininn 1,177.9 1,376.8 1,600.4 | 1,815.4 1,897.8 1,960.3 | 2,003.2 | 2,022.3 | 2,063.9( 2,117.8 | 2,155.7
3 Treasury securities . 1,1744 | 1,373.4 | 1,597.1 | 1,811.7 1,893.8 | 1,955.2| 1,998.1} 2,015.3 | 2,051.7| 2,095.2 | 2,133.4
4  Agency issues and mortgages............ 3.6 34 33 3.6 3.9 5.2 5.0 7.0 12.2 22.6 223
5 Private domestic nonfinancial sectors....... 4,026.4 | 4,577.0 | 5,19.6 | 5,823.0 6,201.7 | 6,369.7 | 6,467.8| 66358 | 6,764.9 | 6,931.9 | 7,053.7
6  Debt capital instruments ................ 2,717.8 | 3,040.0 | 3,488.4 [ 3,967.6 | 4,327.4| 44385 45122 | 46353 | 4,737.8 | 4,848.3 | 4,933.0
7 Tax-exempt obligations ............... 471.7 522.1 658.4 689.2 715.5 723.7 721.5 734.8 747.6 756.8 764.9
8 Corporatebonds ..................... 423.0 469.2 542.9 664.2 743.7 764.1 789.5 819.0 841.5 861.3 881.8
9 Mortgages . .........oo il 1,823.1 | 2,048.8 | 2,287.1 | 2,614.2 | 2,868.2 | 2,950.7 | 2,9953 | 3,081.6 | 3,148.6 3,230.2 | 3,286.3
10 Home mortgages.................... 1,200.2 1,336.2 1,490.2 1,720.8 1,884.2 1,943.1 1,972.0 | 2,043.3 | 2,105.0 | 2,160.9 | 2,195.6
11 Multifamily residential .............. 158.8 183.6 213.0 246.2 265.0 270.0 2745 276.3 279.5 285.9 291.4
12 Commercial ..........coooviinnn., 350.4 416.5 478.1 551.4 629.1 648.7 660.8 674.1 677.1 696.6 713.1
13 Farm .....oovviviiieniiiiions 113.7 112.4 105.9 95.8 90.0 88.9 88.0 87.8 87.0 86.8 86.2
14 Other debt instruments ................. 1,308.6 1,536.9 1,708.2 1,855.5 1,874.3 1,931.1 1,955.6 | 2,000.5 | 2,027.1| 2,083.6 | 2,120.8
15 Consumer credit .. .. 437.7 5193 601.8 659.8 674.8 692.7 8.9 7058 7212 743.7 746.6
16 Bank loans n.e.c. ... 490.2 552.9 592.6 654.2 637.6 654.4 665.6 685.7 686.5 701.9 713.5
17 Open market paper . . 36.8 58.5 7.2 62.9 68.1 73.8 73.5 77.8 80.3 85.4 95.5
18 Other........ccvvii i 344.0 406.2 441.6 478.6 493.7 510.3 527.5 531.2 539.1 552. 565.1
19 By borrowing sector.................... 4,026.4 | 4,577.0 | 5,196.6 | 5,823.0 6,201.7 | 6,369.7 | 6,467.8 | 6,635.8| 6,764.9| 6,931.9 | 7,053.7
20 State and local governments. 357.7 385.1 476.9 520.2 546.2 554.2 556.7 563.2 576.0 585.6 595.2
21 Households. .. ................o00s 1,811.6 | 2,038.2 | 2,314.5 | 2,614.6 2,787.3 | 2,864.3 | 2,892.1 2,982.3 | 3,058.2 | 3,1374 | 3,183.8
22 Nonfinancial business. . . 1,857.1 | 2,153.7 | 2,405.2 | 2,688.3 | 2,868.2 | 2,951.2 | 3,019.0| 3,090.2 | 3,130.7 | 3,208.9 | 3,274.6
23 Farm .............. 188.4 187.9 173.4 156.6 148.5 145.5 141.3 143.9 143.6 141.1 140.1
24 Nonfarm noncorporat 645.8 769.0 898.3 1,001.6 1,076.4 1,109.4 1,131.7 1,148.9 1,167.3 1,193.3 1,213.6
25 Corporate .......cooovviiiinninnn.. 1,022.9 | 1,196.8 | 1,333.5 | 1,530.1 1,643.3 | 1,696.3 | 1,746.0 | 1,797.4 | 1,819.9 | 1,874.5( 1,920.9

26 Foreign credit market debt held in

United States ........... 227.3 235.1 234.7 236.2 237.0 242.3 243.2 244.4 244.6 248.2 248.4
27 Bonds.................. 64.2 68.0 71.8 74.8 75.9 81.6 85.4 85.2 86.5 88.3 90.3
28 Bankloansn.e.c. ....... 37.4 30.8 279 26.9 24.2 233 2.8 224 22.7 21.5 21.1
29  Open market paper 21.5 217 339 374 40.6 41.2 4.5 44.0 46.3 50.9 55.5
30 U.S. governmentloans ................. 104.1 108.6 101.1 97.1 96.3 96.1 92.4 92.7 89.1 87.5 81.5
31 Total domestic plus foreign ................ 54316 | 6,188.8 | 7,031.7 | 7,874.7 | 8,336.4 | 8,572.3( 8,714.1 | 8,902.4 | 9,073.4| 9,297.9 | 9,457.9

Financial sectors

32 Total credit market debt owed by

financial sectors ........................ 857.9 | 1,006.2 | 1,206.2 | 1,544.7 1,783.8 | 1,862.8 | 1,897.7 | 1,969.7 | 2,627.3| 2,117.7 | 2,196.8
By instrument

33 U.S. government related . ................. 456.7 531.2 632.7 844.2 981.6 | 1,026.5| 1,050.6 | 1,076.9 ] 1,116.3 | 1,164.0 | 1,209.0
34 Sponsored credit agency securities .., ..... 206.8 237.2 257.8 273.0 283.7 303.2 3135 317.9 328.5 348.1 364.3
35  Mortgage pool securities ................ 244.9 289.0 368.9 565.4 692.9 718.3 732.1 754.0 782.8 810.9 839.7
36 Loans from U.S. government. ........... 5.0 5.0 6.1 5.7 5.0 5.0 5.0 5.0 5.0 5.0 5.0
37 Private financial sectors................... 401.2 475.0 573.4 700.5 802.1 836.3 847.1 892.8 911.1 953.8 987.8
38 Corporatebonds .............cooiiaun 115.8 148.9 197.5 268.4 324.2 335.6 3522 367.1 375.6 386.3 393.1

30 MOTGABES . ... oo ee i 2.1 2.5 2.7 2.7 2.9 3.1 3.1 3.1 31 3.0 3.1
40 Bankloansn.e.C. ... 289 29.5 2.1 36.1 4.2 40.8 317 343 2.9 342 30.6
41  Openmarket paper..................... 195.5 219.5 252.4 284.6 312.7 323.8 330.6 353.4 358.0 377.4 397.4
42 Loans from Federal Home Loan Banks. .. 59.0 74.6 88.8 108.6 120.1 133.1 129.5 134.8 141.6 152.8 163.8
43 Total, by sector .....covvieviiiiiicnainans 8579 | 1,006.2 | 1,206.2 | 1,544.7 | 1,783.8 | 1,862.8 | 1,897.7 | 1,969.7 | 2,027.3 (| 2,117.7 | 2,196.8

211.8 242.2 263.9 278.7 288.7 308.2 318.5 3229 333.5 353.1 369.3
244.9 289.0 368.9 565.4 692.9 718.3 732.1 754.0 782.8 810.9 839.7
401.2 475.0 573.4 700.5 802.1 836.3 847.1 892.8 911.1 953.8 987.8

44  Sponsored credit agencies . .
45  Mortgage pools .......
46  Private financial sectol

47 Commercial banks. . 76.8 84.1 79.2 75.6 78.6 82.7 76.4 772 76.6 78.8 78.9
48 Bank affiliates. ....................... 71.0 86.6 101.2 101.3 109.5 104.2 103.5 106.6 106.4 105.6 109.3
49 Savings and loan associations. ......... 73.9 93.2 115.5 145.1 165.0 180.0 176.1 186.8 197.8 218.7 230.7
50 Finance companies ................... 171.7 193.2 246.9 308.1 340.7 359.1 369.6 392.5 395.1 406.0 4204
51 1321 § & T 35 4.3 5.6 6.5 6.8 7.3 7.6 8.0 7.6 9.1 9.3
52 CMOsSUers. . .....ooooiviiiiiiinnnn, 4.2 13.5 25.0 64.0 101.6 103.1 113.9 121.8 127.5 135.7 139.3
All sectors
53 Total credit marketdebt................... 6,289.5 | 7,195.0 | 8,237.9 | 9,419.4 | 10,120.2 | 10,435.1 | 10,611.8 | 10,8721 | 11,100.8 | 11,415.6 | 11,654.7
54 U.S. government securities. ............. 1,629.4 | 1,902.8 | 2,227.0 | 2,653.8 | 2,874.4| 2,981.8 | 3,048.8 | 3,094.2 | 3,175.2 | 3,276.7 | 3,359.7
55  State and local obligations.,............. 471.7 522.1 658.4 689.2 715.5 723.7 727.5 734.8 747.6 756.8 764.9
56  Corporate and foreign bonds ............ 603.0 686.0 812.1 | 1,007.4 1,143.9 | 1,181.4 | 1,227.1 | 1,271.3 | 1,303.6 | 1,336.0 | 1,365.2
ST MOIIEAGES . ... v vttt iieiiniananiines 1,825.4 | 2,051.4 | 2,289.8 | 2,617.0 | 2,871.1 | 2,953.81 2,998.4 1 3,084.7 | 3,151.7| 3,233.3| 3,289.3
58  Consumercredit .............oooia. ... 431.7 519.3 601.8 659.8 674.8 692.7 688.9 705.8 721.2 743.7 746.6
59 Bankloansn.ec. ............oooiiiine 556.5 613.2 652.6 7.2 704.0 718.4 720.1 742.4 742.1 757.5 765.2
60 Openmarketpaper...........c.o.ovnn. 2538 305.7 358.5 384.9 421.4 438.8 4467 475.3 484.6 513.6 548.4

61 Otherloans...................ooooiu 5t2.1 594.4 637.6 650.1 715.1 744.5 754.4 763.7 774, 797.9 8154




Flow of Funds AA45
1.60 SUMMARY OF CREDIT MARKET CLAIMS, BY HOLDER
Billions of dollars, except as noted; period-end levels.
1987 1988 1989
Transaction category, or sector 1983 1984 1985 1986
Q3 Q4 Ql Q2 Q3 Q4 Q1
1 Total funds advanced in credit markets to domestic
nonfinancial sectors.......................... 5,204.3 | 5,953.7 | 6,797.0 | 7,638.4 | 8,099.4 | 8,330.0 | 8,471.0 { 8,658.1 | 8,828.8 ( 9,049.7 | 9,2094
By public agencies and foreign
2Totalheld,................ oot 1,101.7 | 1,259.2 | 1457.5 1 1,791.2 | 1,965.1 | 2,036.2 | 2,092.2 | 2,138.8 | 2,188.3 | 2,269.9 | 2,343.9
3 U.S. government securities 339.0 3779 421.8 491.2 525.6 5394 592.7 607.1 610.3 644.2 662.1
4 Residential mortgages .............. 367.0 42315 518.2 712.3 834.6 862.0 880.6 906.1 934.9 966.0 995.1
5 FHLB advances to savings and loans 59.0 74.6 88.8 108.6 120.1 133.1 129.5 134.8 141.6 152.8 163.8
6  Other loans and securities ................ 336.8 383.1 428.7 479.0 484.8 481.8 489.4 490.8 501.6 506.9 522.9
7 Total held, by type of lender 1,101.7 | 1,259.2 | 1,457.5 | 1,791.2 | 1,965.1 | 2,036.2 | 2,092.2 | 2,138.8 | 2,188.3 | 2,269.9 | 2,343.9
8 U.S. government ...............oiiiiiiin., 212.8 229.7 245.7 2523 235.2 233.0 231.4 227.0 224.3 220.3 222.8
9  Sponsored credit agencies and mortgage pools . .. 482.0 556.3 657.8 867.8 | §1,003.7 | 1,044.9 | 1,064.0 | 1,091.6 | 1,128.9 | 1,176.1 | 1,223.0
10 Monetary authority ........................... 159.2 167.6 186.0 205.5 219.6 2301 224.9 229.7 230.8 240.6 235.4
It Foreign........coovviiiiiiiiiniinnnninan, 247.7 305.6 367.9 465.7 506.7 528.2 572.0 590.5 604.4 632.9 662.7
Agency and foreign debt not in line |
12 Sponsored credit agencies and mortgage pools . . . 456.7 531.2 632.7 844.2 981.6 | 1,026.5 | 1,050.6 | 1,076.9 | 1,116.3 | 1,164.0 | 1,209.0
3 FOreign........ocoiiiiiiiiiiiiii i 22713 23514 234.7 236.2 237.0 2423 2432 244 .4 244.6 248.2 248.4
Private domestic holdings
14 Total private holdings .............. ..ol 4,786.6 | 5,460.8 | 6,207.0 | 6,927.6 | 7,353.0 | 7,562.5 | 7,672.5 | 7,840.5 | 8,001.3 | 8,192.0 | 8,323.0
15 U.S. government securities s R 1,524.9 | 1,805.2 | 2,162.6 | 2,348.8 | 2,422.4 | 2,456.0 | 2,487.0 | 2,564.9 | 2,632.6 | 2,697.6
16  State and local obligations . 522.1 658.4 689.2 715.5 723.7 721.5 734.8 747.6 756.8 764.9
17 Corporate and foreign bonds 476.8 517.6 601.7 663.4 688.1 716.3 740.6 756.9 769.1 782.1
18  Residential mortgages .. ... 1,096.5 1 1,185.1 | 1,254.7 | 1,314.6 | 1,351.1 | 1,366.0 | 1,413.6 | 1,449.6 | 1,480.8 | 1,491.9
19 Other mortgages and loans..,........... . 1,915.2 | 2,129.5 | 2,328.1 | 2,430.7 | 2,510.2 | 2,536.2 | 2,599.2 | 2,623.8 | 2,705.4 | 2,750.2
20  LEss: Federal Home Loan Bank advances....... 74.6 88.8 108.6 120.1 133.1 129.5 134.8 141.6 152.8 163.8
Private financial intermediation
21 Credit market claims held by pnvate financial
MSHULORS . ..ot e 4,102 | 4691.0 | 5264.4 | 6,010.1 | 6,434.5 | 6,594.8 | 6,728.4 | 6,895.8 | 6,999.4 | 7,169.6 | 7,294.3
22 Commercial bdnkl g 1,622.1 | 1,791.1 | 1,978.5 | 2,173.2 | 2,249.0 | 2,309.9 | 2,322.7 } 2,378.2 | 2,417.3 2,465 9 | 2,490.1
23 Savings institutions . ...... 944.0 § 1,092.8 | 1,178.4 } 1,283.6 § 1,3973 | 14362 | 1,441.7 | 14846 | 1,513.0 | 1,544.4 | 15519
24 Insurance and pension funds . L] 1,093.5 | 1,215.3 | 1,364.2 | 1,546.0 | 1,716.0 | 1,758.0 | 1,823.3 | 1,879.5 | 1,925.0 | 1,980.5 | 2,040.1
25  Other finance.........ovvevievrvrarianieninns 451.6 591.7 743.4 | 1.007.1 | 1,072.2 | 1,007 | 1,140.7 | 11535 | 1.144.0 | 1,179.0 | 1.212.2
26 Sourcesof funds.. ..o, 4,111.2 1 4,691.0 | 5,264.4 | 6,010.1 | 6,434.5 | 6,594.8 | 6,728.4 | 6,895.8 | 6,999.4 | 7,169.6 | 7,294.3
27  Private domestic deposits and RPs. . L1 2,389.8 | 2,711.5 | 2,922.1 | 3,182.6 | 3,226.9 | 3,320.6 | 3,376.5 | 3,409.8 | 3,438.1 | 3,519.0 | 3,530.3
28 Creditmarketdebt...................... ... 401.2 475.0 573.4 700.5 802.1 836.3 847.1 892.8 911.1 953.8 987.8
29 Other SOUICES .....v.ovvviriiinnnini e, 1,320.2 | 1,504.5 | 1,768.9 | 2,127.0 | 2,405.4 | 2,437.9 | 2,504.8 | 2,593.2 | 2,650.1 | 2,696.9 | 2,776.1
30 Foreign funds ... =230 | -14.1 5.6 18.6 52.7 62.2 45.9 62.3 519 71.5 69.3
31 Treasury balances. . 11.5 15.5 25.8 27.5 33.0 21.6 23.5 32.6 34.2 29.0 14.1
32 Insurance and pension reserves. .1 1,036.1 | 1,160.8 | 1,289.5 | 1,427.9 | 1,556.7 | 1,597.2 | 1,662.4 | 1,718.6 | 1,758.0 | |,804.6 | 1,862.0
33 Other,met. . .......oovit i 295.6 342.2 448.0 653.0 763.1 756.8 773.1 779.7 806.0 791.8 830.7
Private domestic nonfinancial investors
34 Credit market claims .................0 ol 1,076.6 | 1,244.8 | 1,516.0 | 1,618.1 | 1,720.6 | 1,804.0 | 1,791.2 | 1,837.5 1 1,913.0 | 1,976.1 | 2,016.5
35 U.S. government securities . 548 6 663.6 830.7 915.1 971.0 | 1,012.3 | 1,022.4 | 1,036.2 | 1,102.4 | 1,155.4 | 1,183.9
36 Tax-exempt obligations . . 170.0 196.3 235.9 222.3 255.9 268.3 265.1 271.9 281.2 288.4 292.1
37 Corporate and furelgn bonds 45.4 44.5 47.6 80.1 80.6 84.8 82.7 88.9 83.5 72.1 80.5
38  Open market paper.. 68.4 72.4 118.0 114.3 114.9 136.3 119.1 139.4 143.9 151.2 156.8
30 Other......ooviiv i 244.3 268.0 283.8 286.2 298.2 3023 301.9 301.1 302.0 309.1 303.2
40 Deposits and CUITeNCY. .......oovviivsvinrnn. 2,566.4 | 2,891.7 | 3,112.5 | 3,393.4 | 3,437.0 | 3,547.6 | 3,598.3 | 3,637.6 | 3,666.3 | 3,753.4 | 3,763 4
41  Currency.......... 150.9 159.6 171.9 186.3 192.4 205.4 204.0 209.9 2134 220.1 219.1
42 Checkable deposits. . ............ 3509 378.8 419.7 512.9 487.5 510.4 491.0 506.0 490.7 522.6 486.7
43 Small time and savings accounts. . 1,542.9 | 1,693.4 | 1,831.9 | 1,948.3 | 1,983.4 | 2,017.1 | 2,070.7 | 2,105.9 | 2,117.0 | 2,137.7 | 2,154.3
44  Money market fund shares..... 169.5 218.5 227.3 268.9 286.4 297.1 322.1 310.4 308.6 320.9 347.0
45  Large time deposits . ... 247.7 332.1 339.8 328.4 326.0 355.1 350.0 343.1 376.9 387.4 390.0
46 Security RPs ............. . 8.8 88.7 1033 124.1 143.6 141.0 142.6 144.4 1449 150.5 1523
47  Deposits in foreign countries ................... 25.7 20.6 18.5 24.5 17.8 21.6 17.8 17.8 14.7 4.4 4.0
48 Total of credit market instruments, deposits, and
CUITENCY ..o vernveriite o nina e 3,643.0 | 4,136.5 | 4,628.5 | 5,011.4 | 5,157.6 | 5,351.6 | 5,389.5 | 5475.0 | 5,579.3 | 5,729.6 | 5,780.0
49  Public holdings as percentof total .............. 20.2 20.3 20.7 22.7 23.5 23.7 24.0 24.0 24.1 24 4 24.7
50 Private financial intermediation (in percent) . . 85.8 85.9 84.8 86.7 87.5 87.2 87.6 87.9 874 87.5 87.6
51 Total foreign funds.......................l 224.7 291.5 373.5 484.2 559.4 590.5 617.8 652.8 656.3 704.3 731.9
MEemo: Corporate equities not included above
52 Total market value . ....................... .. 2,134.0 | 2,158.2 | 2,824.5 | 3,362.0 | 4,316.0 | 3,318.5 | 3,500.2 | 3,619.7 | 3,572.5 | 3,600.9 | 3,732.4
$3 Mutual fund shares................cooia 112.1 136.7 240.2 413.5 525.1 460.1 479.2 486.8 478.1 478.3 486.3
S$4  Other equities 2,021.9 1 2,021.5 1 2,584.3 | 2,948.5 | 3,790.9 | 2,858.3 1 3,021.0 § 3,133.0 | 3,094.4 | 3,122.6 | 3,246.0
55  Holdings by financial institutions ... . 612.0 615.6 800.0 972.2 | 1,306.7 { 1,011.1 | 1,079.4 | 1,131.1 { 1,126.9 | 1,156.3 | 1,226.2
56 Otherholdings............coovviiiiiinnin 1,522.0 | 1,542.6 | 2,024.5 | 2,389.8 | 3,009.3 | 2,307.4 | 2,420.8 | 2,488.7 | 2,445.6 | 2,444.6 | 2,506.2

NOTES BY LINE NUMBER.

1. Line 1 of table 1.59.

32. Excludes net investment of these reserves in corporate equities.

33. Mainly retained earnings and net miscellaneous habilities.

2. Sum of lines 3-6 or 7-10.
6. Includes farm and commercial mortgages.
12, Credit market debt of federally sponsored agencies, and net issues of
federally related mortgage pool securities.
14. Line I less line 2 plus line 12 and 13. Also line 21 less line 28 plus line 34.
Also sum of lines 29 and 48 less lines 41 and 47,
19. Includes farm and commercial mortgages.
27. Line 40 less lines 41 and 47.
28. Excludes equity issues and investment company shares. Includes line 20.
30. Foreign deposits at commercial banks plus bank borrowings from foreign
affiliates, less claims on foreign affiliates and deposits by banking in foreign banks.
31. Demand deposits and note balances at commercial banks.

34. Line 14 less line 21 plus line 28.

35-39. Lines 15-19 less amounts acquired by private finance plus amounts

borrowed by private finance. Line 39 includes mortgages.

41. Mainly an offset to line 10.

48. Lines 34 plus 40, or line 14 less line 29 plus 41 and 47.

49. Line 2/line 1 and 13.

50. Line 21/line 14.

51. Sum of lines 11 and 30.

52-54. Includes issues by financial institutions.

NoTE. Full statements for sectors and transaction types in flows and in amounts
outstanding may be obtained from Flow of Funds Section, Stop 95, Division of
Research and Statistics, Board of Governors of the Pcderdl Reserve System,
Washington, D.C. 20551.
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2.10  NONFINANCIAL BUSINESS ACTIVITY Selected Measures'
1977 = 100; monthly and quarterly data arc seasonally adjusted. Exceptions noted.
1988 1989
Measure 1986 1987 1988
Nov Dec Jan Feb Mar. Apr.” May” June” July
I Industrial production .................... 125.1 129.8 137.2 139.9 140.4 140.8 140.5 140.7 140.9" 140.1 1443 139.9
Market groupings

2 Products, total. .. ... 133.3 81.1 145.9 148.4 149.4 150.1 150.0 150.5 149.6 149.6 155.6 151.6

3 Final, total ..., .. 132.5 136.8 144.3 146.8 147.7 148.2 148.6 148.9 148.2" 148.4 154.1 149.5

4 Consumer good 124.0 127.7 133.9 136.8 138.2 138.5 138.7 138.4 137.5" 137.0 143.6 137.9

S Equipment .. .. 143.6 148.8 158.2 159.9 160.4 161.1 161.6 162.8 162.2" 163.4 168.1 164.9
6 Intermediate. . ] 1362 143.5 151.5 154.2 155.0 156.6 155.1 156.1 154.7 153.7 160.7 158.7

7 Materials. ... 113.8 118.2 125.3 128.3 128.3 128.1 127.4 127.3 128.9" 127.1 128.9 124.0

Industry groupings
8 Manufacturing, ... 129.1 134.6 142.8 145.8 146.3 147.2 146.8 147.0 148.0" 148.0 148.1 148.3
Capacity utilization (percent)’

9 Manufacturing............. o 79.7 811 83.5 84.4 84.4 84.7 84.3 84.1 84.5 84.2 84.0 83.9
10 Industrial materials industries .......... 78.6 80.5 83.7 85.1 84.9 84.6 84.0 83.7 84.2" 83.9 83.2 83.4
11 Construction contracts (1982 — 100)*. ... .. 158.0 164.0 161.0 158.0 163.0 155.0 148.0 150.0 163.0 159.0 157.0 163.0
12 Nonagricultural employment, total® ... .. 120.7 124.1 128.6 129.5 129.9 1303 130.6 130.8 131.1 131.3 131.7 131.9
13 Goods-producing, total 100.9 101.8 105.0 104.6 104.8 105.3 105.3 105.4 105.5 105.5 105.4 105.5
14 Manufacturing, total .. 96.3 96.8 99.2 99.3 99.5 99.8 9.8 100.0 9.9 99.9 99.8 99.9
15 Manufacturing, production-worker. . .. 91.1 91.9 94.3 94.5 94.7 94.9 95.0 95.1 95.0 95.0 94.8 94.9
16 Service-producing..................... 129.0 133.4 138.5 140.0 140.4 140.8 141.2 141.5 141.8 142.2 142.7 143.0
17 Personal income, total. ... .. 219.4 235.0 252.8 2593 261.7 265.8 268.7 2713 2729 273.4 274.7 276.8
18 Wages and salary disbursements 210.8 226.3 244 .4 2517 253.2 256.1 257.3 259.5 261.7 261.9 263.7 266.3
19 Manufacturing. . ...... PN 177.4 183.8 196.5 201.4 201.1 203.0 204.0 207.5 205.7 205.8 206.9 207.5
20 Disposable ‘Pcrsonul income ] 2185 232.4 252.1 259.0 261.4 264.0 268.1 270.3 269.6 271.6 27138 275.8
21 Retail sales® ... 199.3 210.8 225.1 232.4 2318 233.2 2322 232.4 235.5 2374 237.2 239.4

Prices’
22 Consumer (1982-84 = 100)............. 109.6 H3.6 118.3 120.3 120.5 121.1 121.6 122.3 123.1 123.8 124.1 124.4
23 Producer finished goods (1982 = 100y ., . 103.2 105.4 108.0 109.8 110.0 111 (.7 112.1 113.0 114.2 114.1 114.0

t. A major revision of the industrial production index and the capacity

utilization rates was released in July 1985, See **A Revision of the Index of
Industrial Production™ and accompanying tables that contain revised indexes
(1977=100) through December 1984 in the FEDERAL RESERVE BULLETIN, vol. 71
(July 1985), pp. 487-501. The revised indexes for January through June 1985 were
shown in the September BULIETIN.

2. Ratios of indexes of production to indexes of capacity. Based on data from
Federal Reserve, McGraw-Hill Fconomics Department, Department of Com-
merce, and other sources.

3. Index of dollar value of total construction contracts, including residential,
nonresidential and heavy engineering, from McGraw-Hill Information Systems
Company, F. W. Dodge Division.

4. Based on data in Employment and Earnings (U.S. Department of Labor).
Series covers employees only, excluding personnel in the Armed Forces.

5. Based on data in Survey of Current Business (U.S. Department of Com-
merce).

6. Based on Bureau of Census data published in Survey of Current Business.

7. Data without seasonal 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 series mentioned in notes 4, 5,and 6,
and indexes for series 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.
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2.11 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT
Thousands of persons; monthly data are seasonally adjusted. Exceptions noted.
1988 1989
Category 1986 1987 1988
Dec. Jan. Feb. Mar. Apr. May June July
HouseHoLD SURVEY DATA
1 Noninstitutional population’ ............. ... 182,822 | 185,010 | 186,837 | 187,618 | 187,859 | 187,979 | 188,102 | 188,228 | (88,377 | 188,518 | 188,672
2 Labor force (including Armed Forces)'. .. ... 120,078 | 122,122 | 123,893 | 124,779 | 125,643 | 125,383 | 125,469 | 125,863 | 125,806 | 126,291 126,145
3 Civilian labor force. . ............oooant 117,834 | 119,865 | 121,669 | 122,563 | 123,428 | 123,181 | 123,264 | 123,659 | 123,610 | 124,102 123,956
Employment
4 Nonagricultural industries®. .. .......... 106,434 | 109,232 { (£1,800 | 112,816 | 113,411 | 113,630 | 113,930 | 114,009 | 114,102 | 114,445 | 114,240
5 Agriculture. . ... i 3,163 3,208 3,169 3,193 L300 3,223 3,206 3,104 312 3,096 3,219
Unemployment
6 Number.............ccieii i 8,237 7,425 6,701 6,554 6,716 6,328 6,128 6,546 6,395 6,561 6,497
7 Rate (percent of civilian labor force) .. .. 7.0 6.2 5.5 5.3 5.4 5.1 5.0 5.3 52 53 5.2
8 Notin labor force. ........................ 62,744 62,888 62,944 62,839 62,216 62,596 62,633 62,365 62,571 62,227 62,527
ESTABLISHMENT SURVEY DATA
9 Nonagricultural payroll employment® .. ...... 99,525 | 102,310 | 106,039 | 107,097 | 107,442 | 107,711 | 107,888 | 108,101 | 108,310" | 108,560" | 108,729
10 Manufacturing..............ociiiein, 18,965 19,065 19,536 19,589 19,648 19,648 19,680 19,672 19,667 19,655" 19,658
(1 Mining. o 777 721 733 711 71t 71 714 720 722 715 704
12 Contract construction . 4,816 4,998 5,294 5,213 5,267 5,270 5,252 5,279 5,283" 5,281 5,318
13 Transportation and publ $ 5,255 5.385 5,584 5,634 5,654 5,667 5,666 5,682 5.7 5,716 5,739
14 Trade.................... ... 23,683 24,381 25,362 25,453 25,553 25,631 25,685 25,695 25,750/ 25,777 25,834
15 Finance.. 6,283 6,549 6,679 6,744 6,746 6,763 6,774 6,776 6,790 6,801 6,812
16 Service ..... . 23,053 24,196 25,464 26,230 26,318 26,434 26,520 26,651 26,7117 | 26,92¥ 26,997
17 Government.........ovvvuiieeeiiannnnn, 16,693 17,015 17,387 17,523 17,545 17,587 17,597 17,626 | 17,687" | 17,6927 | 17.667

1. Persons (6 years of age and over. Monthly figures, which are based on
sample data, relate to the calendar week that contains the 12th day; annual data
are averages of monthly figures. By definition, scasonality does not exist in
population figures. Based on data from Employment and Earnings (U.S. Depart-

ment of Labor),

2. Includes self-employed, unpaid family, and domestic service workers.

3. Data include all full- and part-time employees who worked during, or
received pay for, the pay period that includes the 12th day of th¢ month, and
exclude proprietors, self-employed persons, domestic servants, unpaid family
workers, and members of the Armed Forces. Data are adjusted to the March 1984
benchmark and only seasonally adjusted data are available at this time. Based on
data from Employment and Earnings (U.S. Department of Labor).
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2,12 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION'

Seasonally adjusted

1988 1989 1988 1989 1988 1989
Series

Q3 Q4 Qt Q2 Q3 Q4 Ql Q2 Q3 Q4 Qi QY

Output (1977 = 100) Capacity (percent of 1977 output) Utilization rate (percent)
{ Totalindustry .......................... 138.4 139.9 140.7 141.4 165.2 166.3 167.5 168.7 83.8 84.1 84.0 83.9
2MINNG. ..o 103.9 104.2 101.8 102.2 126.3 125.7 125.1 124.7 82.3 82.9 81.3 81.3
JoUtlties. .o 115.1 114.3 116.0 116.7 140.4 140.7 141.0 141.4 81.9 81.3 82.3 82.1
4 Manufacturing. .. ................ ..., 144.0 145.8 147.0 147.7 171.5 172.8 174.3 175.7 84.0 84.4 84.4 84.2
5 Primary processing...................... 125.9 127.7 127.8 127.3 143.9 145.2 146.5 147.8 87.5 87.9 87.3 86.2
6 Advanced processing............vuenns 154.9 156.7 158.6 160.1 188.1 189.5 19t.0 192.6 824 82.7 830 813
T Materdals................... 126.5 128.0 127.6 127.7 150.1 150.8 151.7 152.6 84.3 84.9 84.1 83.7
8 Durable goods ..ot 137.1 139.2 138.6 138.5 167.9" 169.0 170.1 171.3 81.6 824 81.5 80.8
9  Metal materials e 92.7 94.8 92.3 89.9 109.5 109.8 110.2 110.6 84.8 86.3 838 81.3

132.8 135.4 136.3 137.2 146.8 151.2 152.7 154.2 88.6 89.5 89.3 89.0

10 Nondurable goods ............
135.3 138.1 139.2 140.2 150.2 151.8 153.5 155.3 90.0 91.0 90.7 90.3

11 Textile, paper, and chemical .

12 Paper.......... ol 148 | 1ase | 1484 | 1454 | 1507 | 1523 | 1540 | 15587 | o988 97.6 | 964 933
13 Chemical..................oinnet. 139.4 144.1 145.4 146.3 157.4 159.3 161.4 163.7" 88.6 90.5 90.1 89.4
14 Energy materials........................ 102.5 102.0 100.7 100.5 119.0 118.7 118.4 118.3 86.0 86.0 85.0 84.9
Previous cycle? Latest cycle’ 1988 1988 1989
High Low High Low July Nov. Dec. Jan. Feb. Mar. Apr.” May" June” July
Capacity utilization rate (percent)

15 Total industry ........ 88.6 72.1 86.9 69.5 83.7 84.1 84.3 84.3 83.9 83.8 84.2 83.9 83.6 83.6
16 Mining. .............. 2.8 87.8 95.2 76.9 82.5 833 83.6 82.2 80.6 81.2 82.0 81.4 80.6 80.9
17 Utilities.............. 95.6 82.9 88.5 78.0 8L.5 80.8 82.0 80.9 82.6 83.3 82.9 82.3 81.2 81.8
18 Manufacturing........ 87.7 69.9 86.5 68.0 84.0 84.4 84.4 84.7 84.3 84.1 84.5 84.2 84.0 83.9
19 Primary processing. ... 91.9 68.3 89.1 65.0 87.8 88.1 87.9 8R.4 7.0 R6.4 86.8 86.1 85.9 86.3
20 Advanced processing. . 86.0 711 85.1 69.5 82.2 82.6 82.8 83.1 83.0 83.0 83.5 83.4 83.1 82.8
2| Materials............. 92.0 70.5 89.1 68.5 84.4 85.1 84.9 84.6 84.0 83.7 84.2 83.7 83.2 83.4
22 Durable goods........ 91.8 64.4 89.8 60.9 81.7 8.7 82.1 82.1 81.5 80.9 81.3 80.8 B80.5 80.7
23 Metal materials .. ... 99.2 67.1 923.6 45.7 84.9 86.9 84.6 86.1 83.8 81.5 83.6 79.5 80.7 82.2
24 Nondurable goods .. .. 91.1 66.7 88.1 70.7 88.9 89.4 89.8 90.1 89.0 88.8 89.2 88.9 88.8 89.1
25  Textile, paper, and

chemical....... 92.8 64.8 89.4 68.8 90.4 9.9 91.3" 91.5 90.3 90.2 9.7 89.9 9.2 90.5
26 98.4 70.6 97.3 79.9 100.0 96.7 98.4 98.1 95.8 95.3 94.5 93.2 92.3 . .
27 92.5 64.4 87.9 63.5 88.8 90.5 90.7 9.7 89.8 89.7 90.1 88.9 89.1
28 Energy materials. .. ... 94.6 86.9 94,0 82.3 86.2 86.2 86.5 84.9 R4.9 85.4 86.0 85.2 83.7 83.9

1. These data also appear in the Board's G.3 (402) release. For address, see 2. Monthly high 1973; monthly low [975.

inside front cover. 3. Monthly highs 1978 through 1980; monthly lows 1982.
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value!
Monthly data are seasonally adjusted
1977 1988 1989
. ro- 1
Groups gor- a?/?
tion July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. | Mar. | Apr.” | May { June” | July®
Index (1977 = 100}
MAJOR MARKET
1 Totabindex........................0... 100.00 [ 137.2 | 138,0 | 138.5 | 138.6 | 139.4 | 139.9 | 140.4 | 140.8 | 140.5 | 140.7 | 141.7 | 141.6 | 141.4 | 141.7
2Products. ... 57.72| 145.9 | 146.5 { 147.3 | 147.4 | 148.1 | 148.4 | 149.4 | 150.1 | 150.0 | 150.5 } 151.6 | 1SL.7 | 151.9 } 151.9
3 Final products.............. 4477 1443 | 145.0 | 145.8 | 145.8 | 146.4 | 146.8 | 147.7 | 148.2 | 148.6 | 148.9 | 150.2 | 150.5 | 150.7 | 150.6
4 Consumer goods. . 25.52 ] 133.9 1 134.2 | 135.0 | 134.8 | 136.4 | 136.8 | 138.2 | 138.5 | 138.7 | 138.4 | 139.5 | 1393 | 139.4 | 138.9
S Equipment....... 19.25 1 158.2 | 159.4 | 160.1 | 160.4 | 159.7 | 159.9 | 160.4 | 161.1 | 161.6 | 162.8 | 164.3 | 1653 | 165.5 | 166.0
6 Intermediate products..... Lo 12944 1515 15161 152,31 1529 | 154.0 | 1542 1 155.0 | 156.6 | 155.1 ] 156.1 | 156.5 | 156.2 | 156.1 | 156.4
7 Materials ... oo 42,28 125.2 | 1264 | 126.5 | 126.5 | 127.5 | 128.3 | 128.3 | 128.1 | 127.4 | 127.3 | 128.2 | 127.7 | 127.2 | 127.8
Consumer goods
8 Durable consumer goods . .............. 6,89 1253 1253 { 1257 | 1263 | 129.3 | 129.2 | 130.9 | 131.5 } 131.6 | 130.1
9 Automotive products. ....... 298] 1249 | 124.4 | 124.2 | 126.4 | 128.9 | 129.5 | 134.5 | 132.5 } 131.6 | 128.9
10 Autos and trucks ......... 179 122.7 { 1208 | 123.1 | 124.8 | 128.3 | 129.5 | 138.0 | 135.6 | 133.1 | 128.3
11 Autos, consumer ....... 116 93.4 93.8 93.0 { 97.7 | 101.3 | 101.0 | 105.1 99.6 96.0 95.0
12 Trucks, consumer ...... 631 177.0 1 170.8 | 179.0 | 1753 | 178.4 | 182.4 § 199.1 | 202.3 | 200.9 | 190.0
13 Auto parts and allied goods 1197 12817 1299 | 1259 1288 | 1298 [ 1295 | 1293 | 127.9 | 129.4 } 1298
t4 Homegoods ............... 391 125.6 | 125.9 | 126.8 | 126.2 | 129.7 | 128.9 | 130.0 | 130.7 | 131.6 | 131.1
I5 Appliances, A/C and TV .. 1.24| 144.1 | 1433 { 1465 | 144.9 ] 154.4 | 150.4 | 151.0 | 151.0 | 153.9 | 151.6
16 Appliances and TV ..... 1.19] 143.6 | 143.8 | 146.1 | 143.7 | 151.9 | 148.9 | 150.0 | 149.5 | 153.0 | 152.3
17 Carpeting and furniture, . 96| 136.2 | 136.6 [ 137.2 | 137.1 | 138.8 | 139.8 | 140.5 [ 141.1 | 141.3 | 140.7
18 Miscellaneous home goods .. .. 171} 106.3 | 107.4 | 1068 | 106.6 | 106.7 | 107.3 | 108.9 | 110.1 | 110.1 | 110.9
19 Nondurable consumer goods............ 18.63  137.1 { 137.5 | 138.5 | 138.0 | 139.0 { 139.7 | 140.5 | 141.1 | 141.4 | 141.4
20 Consumer staples............... 1529 1449 | 1453 | 146.6 | 145.8 | 147.0 | 147.9 | 148.9 | 149.4 | 149.7 | 149.9
21 Consumer foods and tobacco . . 7.80| 1409 | 141.1 | 141.3 | 141.1 | 142.4 | 143.7 | 144.5 | 144.8 | 144.3 | 143.3
22 Nonfood staples.............. 7.49( 1491 | 149.6 | 152.1 | 150.7 | 151.8 | 152.2 | 153.6 | 154.2 | 155.4 | 156.9
23 Consumer chemical products 2,75 180.0 | 181.8 { 183.8 | 185.0 | 186.1 | 185.7 | 186.8 ] 187.6 | 187.8 | 188.9
24 Consumer paper products . ., 1.88| 163.4 { 164.0 | 1653 | 166.3 | 167.1 | 167.8 | 169.0 | 174.2 | 177.0 | 180.4
25 Consumer energy......... 286} 1100 | 109.3 | 113.0 | 107.6 | 1089 | 109.8 | 111.6 | 109.1 | 110.1 | 110.7
26 Consumer fuel ... . .. 1.441 954 94.6 95.5 92.7 95.3 9.1 96.3 96.7 95.0 95.6
27 Residential utilities ............ 1.42] 124.8 | 124.4 | 1309 | 122.8 | 122.7 | 1258 | 127.1 | 121.7 | 125.4 | 126.1
Equipment
28 Business and defense equipment ........ 18.01 | 163.3 | 164.6 | 165.2 | 165.6 | 165.1 | 165.5 | 166.2 | 167.1 | 167.9 | 168.9 | 170.3 | 171.3 | 1714 | 171.8
29  Business equipment............. 14.34 | 157.6 | 159.3 | 160.2 | 160.8 | 160.2 | 161.2 | 162.6 | 163.8 | 165.0 [ 166.3 | 167.8 | 168.9 | 168.9 | 169.3
30 Construction, mining, and farm 208 719 73.6 731 74.3 74.2 74.5 74.6 74.3 75.6 76.9 77.6 76.4 76.2 76.1
31 Manufacturing. .. ............. 3271 1313 | 132.4 | 1340 | 1358 | 136.2 | 1362 § 137.0 t 136.3 | 1378 | 138.6 | 139.7 | 140.2 | 141.5 | 142.4
32 POWET. .. .o oo 1271 89.4 | 898 99| 9.2 9.5 9.0 { 918 928/ 927 930| 936 93.1]| 926 | 929
13 Commercial 5221 2452 | 248.2 | 249.8 | 248.7 | 245.4 | 247.0 | 2489 | 252.4 | 254.3 | 257.6 | 260.1 | 263.2 | 262.8 | 264.3
34 Transit .. ... 249 149 | 159 | 1152 | 116.8 | 120.3 | 122.3 | 1249 | 125.7 | 125.2 1 123.9 ] 124.8 | 125.3 | 124.8 | 122.6
35  Defense and space equipment......... 3.67| 1859 | 184.9 | 184.9 | 184.5 | 184.0 | 182.2 | 180.5 | 180.0 | 179.3 [ 178.7 [ 179.9 | 180.7 | 181.1 | 181.7
Intermediate products
36 Construction supplies .................. 595 1386 | 138.4 | 138.1 §{ 138.4 | 140.0 | 140.7 | 140.4 1 1423 | 139.5 | 139.3 1 140.2 | 139.3 | 139.8
37 Business supplies....... 699 162,51 162.8 | 164.4 | 165.2 | 165.9 | 165.7 | 166.7 { 168.8 | 168.4 { 170.4 | 170.4 | 170.6 | 170.0
38  General business supplies . . 5.67| 168.5 | 168.6 | 170.6 | 171.8 ] 172.3 { 1729 | 173.8 | 1759 | 175.4 | 177.4 | 177.9 | 178.1 | 177.2
39 Commercial energy products.......... 1.31| 136.3 | 137.6 | 137.7 | 136.7 | 138.2 | 1343 | 135.8 | 138.2 | 138.3 | 140.3 | 138.0 | 138.2 | 138.8
Materials
40 Durable goods materials. ............... 20501 1354 | 1368 | 136.6 | 137.8 | 138.9 1 139.8 ) 1390 } 139.4 | 138.6 | 137.9 | 139.0 | 138.4 | 138.2 | 138.9
41 Durable consumer parts .......... ... 4921 10891 110.1 { 1098 | 1110 | 1114 1 11394 1125 1 1117 § 112,10 1 110.7 | 1108 | 1119 | 110.1 | 109.2
42 Equipmentparts..................... 5941 1707 | 174.1 | 173.5 ] 174.0 | 174.9 | 175.0 | 174.1 | 175.2 { 175.2 | 175.3 | 1769 | 177.2 | 177.2 | 178.8
43 Durable materials ne.c............... 9.641 1267 [ 127.5 | 127.6 1 129.2 | 130.8 | 131.3 | 130.9 | 131.5 | 129.7 | 128.8 | 130.0 | 128.0 | 128.6 | 129.5
44 Basic metal materials . .......... ... 4.641 959 98.4 97.3 | 100.3 | 101.1 | 101.4 99.8 | 100.8 98.4 95.9 98.0 94.0 95.5 97.3
45 Nondurable goods materials ............ 10.09 | 132.0 | 132.8 | 133.1 | 132.6 | 134.7 | 135.1 | 136.3 | 137.1 | 135.9 | 136.0 | 137.1 | 137.1 | 137.5 | 138.3
46  Textile, paper, and chemical
materials .........o0iicini 7.53] 134.4 | 1353 | 1357 [ 1349 | 137.4 | 137.9 | 139.1 | 139.9 | 138.6 | 139.0 | 140.3 | 139.6 | 140.6 | 141.6
47 Textile materials. .. ................ 1.52( 109.9 { 108.5 { 110.1 | 109.2 | 109.5 | 110.1 | 110.0 ] 112.1 ] 110,7 | 111.8 } 114.6 | 116.8 | 119.4 B
48 Pulp and paper materials .. . 1551 14731 1503 | 1483 | 148,11 148B.4 § 147.2 5 1503 1 150.4 | 147.5 | 1473 | 1467 | 1452 | 1443
49 Chemical materials ................ 4461 138.3 | 139.2 | 140.0 | 139.0 | 143.1 § 144.2 } 145.1 | 145.7 | 145.0 | 145.4 | 146.8 § 145.5 | 146.5
50  Miscellaneous nondurable materials ... 2574 1249 | 1256 | 1256 | 1259 | 126.6 | 127.0 | 128.0 | 129.1 | 128.0 | 127.2 | 1278 | 129.6 e
51 Energy materials ...................... 11.69| 1015 [ 102,7 | 103.2 [ 101.5 | 101.3 | 102.3 | 102,6 [ 100.5 [ 100.5 § 101.0 | 101.7 | 100.8 98.9 99.1
52 Primary energy.................00.nn 7.57| 1063 | 106.8 | 106.2 | 106.8 | 106.0 | 108.6 | 107.6 | 105.2 | 104.4 | 103.7 | 104.1 | 103.5 [ 101.6 .
53 Converted fuel materials ............. 4,12 928 95.3 97.7 9.8 92.6 90.7 93.3 92.0 93.3 96.1 97.4 95.7 94.0
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value'—Continued

1988 1989
Crouns sic | 1977 1 oss
roups code p';« I)“ avg.
on July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. | Mar. | Apr.” | May [ June” | July®
Index (1977 = 100)
MAJOR INDUSTRY
I Mining and utilities..............[ ... .. 15.79 1 107.5 108.1] 109.0] 107.2] 107.2] 108.1] 108.9] 107.2| 1068 107.5] 107.9] 107.1| 1059 106.4
2 Mining.......ooonneen| e 9.83 103.4 10431 103.8] 103.7) 103.1] 1047 104.9] 103.0] 100.9( [01.5] 102.4] 101.6[ 100.4] 100.7
30 Utilities. o] e 596 1 1143 1144 117.8] 113.0] 1139 113.7] 115.4] 114.0] 1165 175 170 11631 114.9] 1158
4 Manutac T 84.21 142.7 143,61 144.0] 144.4| 1453 1458 146.3] 147.2| 146.8( [47.0] 148.0] 148.0[ 148.{| 148.3
S Nondurable . .. . R N 35,11 1439 144.6] 145,01 1453} 146,31 146.7( 147.1] (48,5 [48.1] 148.6] 149.6| 149.6] 1499 150.6
6 Durable................o0f ol 4910 { 140.9) 1429 143.2{ 143.8] 144.6] 14521 145.7] 146.2( 1459) 145.8] 146.9] 1469 146.8] 146.7
Mining
TMetal......ooo 10 50 93.2 94.0 96.6 99. 1] 101.6] 104.6] 111.9] 106.9 . 98.1 96.8 9401 ......1......
8 Coal. .. . .. 1112 160 | 1379} 141.5| 137.2] 142.2| 138.5| 149.7| 155.1| 144.7 1347 137.7| 1455 .
9 Oil and gas extraction . . 13| 7.07 92,91 933 93.2| 92.0] YL.5| 90.8] 889 889 5 89.6| 89.1
10 Stone and earth minerals ........ 14 66 | 139.9] 1402 141.3] 1397 1428 144.01 149.4| 150.8] 142.5] 143.5 (44.5
Nondurable manufactures
1 Foods ..ol 201 7.96 142,71 143.3] 143.3| 143.2| 144.0f 1457| [45.8] 146.6] 146.3[ 1454 146.6
12 Tobacco products 21 62 10521 100.6) 10511 105.0| 105.4] 102.4] 107.0] 105.0f 104.7| 1015} 109.2
13 Textile mill products 221 229 116,21 117.1] 116.4} 1162 117.0} 117.2] 117.9] 120.2} 119.4] 119.7} 1225
14 Apparel products - 23] 2.79 1091 10941 108.9] 109.91 109.51 110.1] 108.8] 110.2] 110.2{ 1099] {11.3
IS Paper and products ... ... 26 315 | 1503 1523 1SL.0O| 150.9] 151.8] 150.7| 1507 1S3.8] I5L.7{ 15L.7] 150.7
16 Printing and publishing .......... 27| 4.54 184.2] 184.9| 186.7] 188.0| I88.1] 188.5[ I88.0] 193.0] 194.6| 198.5] 200.1
17 Chemicals and products . .. 28| 8.05 1S1.9] 153.4| 154.8] 1553 156.7| 157.5] 158.1] 159.01 [I58.5| 159.2| 159.3
18 Petrolenm products ., . .. 29 2.40 96.01  95.0/ 96,01 93.7[ 963 95.0] 98.0] 980 .3 97.0] 973
19 Rubber and plastic produc 30| 2.80 174.4| 175.4] 175.3] 175.3| 176.9| 177.51 177.5] 175.9] 175.0] 176.4] 178.0
20 Leather and products. ... .. 31 53 59.50 0 SO0 594 S99 61.0[ 6LS] 60.2] 629 629 61.2] 61.4
Durable manufuactures
21 Lumber and products ... ... 241 2.30 137.3] 136.6} 133.8] 133.5) 137.5] 139.4{ 143.0] 1399 132.8] 133.4] 135.1
22 Furniture and fixtures ... .. . 251 127 | 162.1] 162.9] 164.91 164.9] 164.5[ 165.4] 165.4| 166.3| 164.8] 1658 168.0
23 Clay, glass, and stone products. .. 32| 272 | 122.6| 122.2] 122.6] 122.6] 1233} 124.7| 125.1 126.6 1254} 125.5| 124.7
24 Primary metals ................. 331 533 89.2)  9L.5(  90.8f 931 94.2{ 92.7) 90.0{ 93.2 . 88.4[ 901
25 lron and steel ... Lo 3312 349 78.1 R0.2| 789 81.4] 831 0.8 77.6| 822 79.1 7591 770
26 Fabricated metal products . 34 646 [ 1209 121.7) 1221 122.5] 122.6] 124.6| 125.1] 124.5[ 124.5 123.8] 123.1
27 Nonelectrical machinery . .. . 35| 9.54 | 170.8{ 1730 174.1] 174.8| 173.8] 1754 177.8] 178.7{ 180.8| 183.0( 184.7
28 Electrical machinery ..o 361 7.15 ] 1800 181.5) 182, 181.8] 183.0] 182.2] 180.9] 18097 181.7) 181.6] 1R2.2
29 Transportation equipment. .. ... .. 371 9.13 1320 131.9] 1318 132.7| 13481 135.2| 136.8] 130.7] 136.4( 134.8} 136.4] 1355 134.3] 132.0
30 Motor vehicles and parts ... ... 371 525 117.2] t16.6] 117.5] 1IR.S| 121.7] 1229 125.5] 124.9| 123.4| 120.4] 122.07 119.7| 116.5] 110.8
31 Aerospuace and miscellancous
transportation equipment . .{372-6.9| 3.87 | (524 1527 IS0.3{ 151.9f 52.7( (S1.9( 1522 152.7| 154.0| 154.4f 1559( 157.11 158.5( 1608
32 Instruments ...l | 2.66 154.3] 156.4| 156.8] [(57.8] 159.9] 1604 159.1| 161.0] 1613} 161.8] [63.0( 164.6] 164.4] 166.1
33 Miscellaneous manufactures. .. ... 39| 146 1071 107.8] HK.3| 1085 107.7] 1090 110.9] 112.2] 110.0{ 1125 115.3] 116.8] [16.4]{......
Utilities
34 Eleetric...vov oo e 4.17 132.0] 1346 138.8) 132.2] 132.8] 131.6] 132.9] 1310} 1353 137.0] 137.1} (358 133.7| 135.5
Gross value (billions of 1982 dollars, annual rates)
MAJOR MARKET
35 Products, total .. ................] ..... 517.5 |1,824.5|1,822.3|1,828.6/1,828.9|1,853.4(1,855.5|1,875.3|1,885.1|1,879.2(1,878.0/1,893.9/1,885.9|1,883.6{1,864.9
36 Final ..o Soo.. ] 4057 11,401.201,398.9]1,404.2) 1,404.3(1,423.5|1,426.311,442.1| 1,447.51,449.6{1,442 8| 1,460.4|1,450.4]1,449.8(1,429.9
37 Consumergoods..............f ... 272.7 902.4| 895.6] 900.4] 897.2| 9i15.0] 918.4] 934.4| 935.6 934.3] 928.0] 939.4| 929.5| 929.3] 919.9
38  Equipment...... Y I 133.0 | 498.8) 503.2] S503.8) S07.)] SO8.4) 507.90 S507.7) S511.9] 5152 S14.8] S521.1] 520.9] 520.5] 510.0
39 Intermediate. ... ... o] e 111y | 42331 423,41 424.3] 424.5 430.0| 42937 4332 437.7| 429.6] 435.3| 433.5] 435.5| 433.8| 435.0

1. These data also appear in the Board’s (3,12,3 (414) release. For address, see
inside front cover.

A major revision of the industrial production index and the capacity
utilization rates was released in July 1985, See A Revision of the Index of

Industrial Production’” and accompanying tables that contain revised indexes
(1977=100) through December 1984 in the FEDERAL RESERVE BULLETIN, vol, 71
(July 1985), pp. 487-501. The revised indexes for January through June 1985 were

shown in the September BULLETING



2.14 HOUSING AND CONSTRUCTION

Selected Measures ASI

Monthly figures are at seasonally adjusted annual rates except as noted.

1988 1989
Item 1986 1987 1988
Sept. QOct. Nov. Dec. Jan. Feb. Mar. Apr. May” June
Private residential real estate activity (thousands of units})
New Units
1 Permits authorized ................ 1,750 1,535 1,456 1,432 1,526 1,508 1,518 1,486 1,403 1,230 1,334 1,347 1,308
2 1family......... .| Lo71 1,024 994 980 1,029 1,027 1,058 1,052 989 870 954 905 874
3 2-or-more-family 679 Si1 462 452 497 481 460 434 414 360 380 442 434
4 1,805 1,621 1,488 1,463 1,532 1,567 1,577 1,678 1,465 1,409 1,343 1,308 1,419
5 1,180 1,146 1,081 1,039 1,136 1,138 1,141 1,199 1,029 981 1,029 977 979
6 626 474 407 424 396 429 436 479 436 428 314 331 440
7 Under construction, end of periodl .| 1,074 987 919 955 951 959 956 957 951 942 924 910 915
8 Ifamily................ . 583 591 570 596 597 603 603 602 594 586 579 572 573
9  2-or-more-family 490 397 350 359 354 356 353 355 357 356 345 338 342
10 Completed ....................... 1,756 1,669 1,530 1,536 1,516 1,429 1,539 1,537 1,610 1,459 1,552 1,441 1,332
11 tfamily......... . 1,123 1,085 1,092 1,088 1,037 1,108 1,141 1,189 1,050 1,118 1,045 946
12 2-or-more-family 546 445 444 428 392 43) 396 421 409 437 396 386
13 Mobile homes shipped............. 244 233 218 224 216 227 225 232 212 207 198 208 202
Merchant builder activity in
1-family units
14 Numbersold ................ .... 748 672 675 691 718 650 669 700 621 555 607 646 646
15 Number for sale, end of period' .. .. 357 365 366 361 353 364 366 369 375 377 377 381 379
Price (thousands of dollars)®
Median
16 Unitssold...................... 9.2 104.7 113.3 116.6 112.9 110.4 121.0 113.0 118.0 123.0 116.7 118.9 123.4
Average
17 Unitssold...................... in2 12719 139.0 142.7 1373 1373 147.7 138.6 1453 149.0 144.7 1440 155.5
Ex1sTING UNITs (1-family)
18 Numbersold ..................... 3,566 3,530 3,594 3,650 3,680 3,710 3,920 3,550 3,480 3,400 3,400 3,210 3,400
Price of units sold
(thousands of dollars)*
19 Median . ............ooivivnninn, 80.3 85.6 89.2 88.5 88.9 88.5 88.7 89.7 91.9 92.0 92.9 92.6 93.2
20 AVETABE ... vvvii i 98.3 106.2 112.5 112.6 1123 112.4 112.0 113.0 117.8 116.1 118.0 118.0 118.7
Value of new construction® (millions of dollars)
CONSTRUCTION
21 Totalputinplace ................. 387,043 | 397,721 | 409,663 | 411,525 | 411,074 | 415,442 | 425,035 | 424,791 | 418,465 | 419,152 | 415,783 | 418,184 | 414,691
22 Private. .. ... 315,313 | 320,108 | 328,738 | 329,848 | 331,374 | 332,798 | 336,254 | 339,481 | 335,037 | 340,438 | 335,363 | 333,492 | 334,043
23 Residential......... .. [187,147 | 194,656 | 198,101 | 198,322 { 200,780 | 202,048 | 202,480 | 204,707 | 202,322 | 204,456 | 203,952 | 200,179 | 197,939
24  Nonresidential, total 128,166 | 125,452 | 130,637 | 131,526 | 130,594 | 130,750 | 133,774 | 134,774 | 132,715 | 135,982 | 131,411 | 133,313 | 136,104
Buildings
25 Industrial .................. 13,747 | 13,707 | 14,931 [ 14,872} 15,515 15,413 | 15,045 15890 | 15,098} 15,698 16,263 | 16,089 | 16,818
26 Commercial . .. | 56,762 | 55,448 | 58,104 | 58,805 | 57,284 | 56,676 | 58,659 | 59,350 | 58,749 ; 60,653 | 55,611 56,8521 57,994
27 Other................ Lo 13,216 | 15464 | 17,278 | 17,700 { 17,340 | 17,328 | 17,744 | 17,976 | 17,484 | 17,634 | 16,944 | 17,324 ¢ 17,555
28 Public utilities and other 44,441 | 40,833 | 40,324 | 40,149 { 40,455 | 41,333 | 42,326 | 41,558 | 41,384 | 41,9971 42,593 | 43,048 | 43,737
29 Public .... FLI7 ) 776120 809221 81,6771 79,7001 82,644 1 88,781 | 85,3101 83,428} 78,714 80,420 | 84,6921 80,648
30 Military. 3,868 4,327 3,579 4,373 2,617 3,420 3,905 3,440 3,433 3,740 3,133 3,386 3,378
31 Highway 25,343 | 28,524 | 26,274 { 28,707 | 28,992 ( 33,674 | 30,792 | 27,936 { 26,091 | 27,772 | 27,382 | 26,405
32 Conservation and development ... | 4,646 5,162 4,474 4,995 4,343 4,134 4,412 4,121 4,742 4,210 3,077 6,071 4,729
33 Other..............ccoviiiiiin 40,242 | 42,780 | 44,345 | 46,035 | 44,033 | 46,098 | 46,790 | 46,957 | 47,317 | 44,673 | 46,438 | 47,853 46,136

1. Not at annual rates.

2. Not seasonally adjusted.

3. Value of new construction data in recent pericds may not be strictly
comparable with data in previous periods because of changes by the Bureau of the
Census in its estimating techniques. For a description of these changes see
Construction Reports (C-30-76-5), issued by the Bureau in July 1976.

NoTE. Census Bureau estimates for all series except (1) mobile homes, which
are private, domestic shipments as reported by the Manufactured Housing
Institute and seasonally adjusted by the Census Bureau, and (2) sales and prices
of existing units, which are published by the National Association of Realtors. All
back and current figures are available from the originating agency. Permit
authorizations are those reported 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 seasonally adjusted data, except as noted

Change from 12 Change from 3 months earlier ; i
months earlier {at annual rate)} Change from 1 month earlier
Index
level
ltem 1988 1989 1989 July
1988 1989 1989
July July
Sept. Dec. Mar. June’ Mar.” Apr.” May June July
CONSUMER PRICES?
(1982-84= LX)
1 Allitems . .............iiiiiiiias 4.1 5.0 4.8 4.1 6.1 5.7 K] 7 6 2 2 124.4
2F00d ... 4.5 5.6 8.8 3.0 8.2 5.6 8 S 6 2 3 125.5
JEnergy items . ... 3 7.8 2.7 —.4 10.2 24.8 1.1 5.1 1.6 -1.0 -7 98.5
4 All items less food and energy............ 4.5 4.6 4.3 4.9 52 38 4 2 5 2 4 129.0
S Commodities ...........ociiiiiin 3.6 31 31 4.2 4.1 2.0 3 2 4 —.1 1 118.8
6 SEIVICES ... 4.9 5.3 4.8 5.4 59 4.3 5 2 5 4 6 134.8
PRODUCER PRICES
(1982--100)
7 Finished goods ....................0 2.5 5.0 5.7 3.0 10.2 5.1 4 4 9 | —.4 114.0
8  Consumer foods ............ ... 24 4.8 9.2 2.1 13.1 -2.0 8 -5 8 -.8 N 119.0
9 Consumer energy ........... 33 1.6 -2.7 1.4 41.0 31.0 1.4 6.8 33 -3.1 -3.0 68.4
10 Other consumer goods. . ... .. e 4.0 4.3 59 4.4 5.4 5.3 2 .1 .5 7 -3 123.9
f1  Capital equipment..................... 2.3 39 6.1 1.7 4.6 4.1 . =1 4 7 0 118.6
12 Intermediate materials’ 5.5 4.4 4.6 4.5 8.7 2.5 .5 5 3 -2 -3 112.5
13 Excludingenergy ...............ovvnes 7.2 4.0 7.2 6.7 5.5 3 3 .2 2 -2 -2 120.3
Crude materials
4 Foods .........00cociiiiiiiis 1.9 -4 29.1 -7.9 16.9 —18.7 3.1 -2.9 4 -2.6 -1.1 109.7
15 Energy . Lo —13S 17.2 -27.0 12.3 48.3 223 2.1 4.8 2.2 -18 2.1 78.9
16 Other..............ociiiiiiiii 14.9 1.5 8.5 12,5 10.3 -9.8 4 -9 ~.4 -1.3 -1.5 134.9
1. Not seasonally adjusted. 3. Excludes intermediate materials for food manufacturing and manufactured
2. Figures for consumer prices are those for all urban consumers and reflect a animal feeds.

rental equivalence measure of homeownership after 1982, Source. Bureau of Labor Statistics.



Selected Measures AS3
2.16 GROSS NATIONAL PRODUCT AND INCOME
Billions of current dollars except as noted; quarterly data are at seasonally adjusted annual rates.
1988 1989
Account 1986 1987 1988
Q2 Q3 Q4 QI Q2
GRoss NATIONAL PRODUCT
I T O 4,231.6 4,54.3 4,880.6 4,838.5 4,926.9 5,017.3 5,113.1 5,203.8
By source
2 Personal consumption expenditures ........ . .. e 2,797.4 3,010.8 3,235.1 3,204.9 3,263.4 3,324.0 3,381.4 3,446.8
3 Durable % ................. 406.0 421.0 455.2 454.6 452.5 467.4 466.4 471.0
4 Nondurable gooda s 942.0 998.1 1,052.3 1,042.4 1,066.2 1,078.4 1,098.3 1,122.0
5 SEIVICES i 1,449.5 1,591.7 1,727.6 1,707.9 1,744.7 1,778.2 1,816.7 1,853.8
6 Gross private domestic investment ..., 659.4 699.9 750.3 748.4 7701 7528 769.6 774.7
7  Fixed investment .............. 652.5 670.6 719.6 719.1 726.5 734.1 742.0 747.4
8 Nonresidential . . 435.2 4443 487.2 487.1 493.2 495.8 503.1 512.6
9 Structures . ................ 139.0 133.8 140.3 139.9 142.0 142.5 144.7 142.8
10 Producers’ durable equipment . 296.2 310.5 346.8 347.2 351.3 353.3 358.5 369.8
11 Residential structures ............................ 217.3 226.4 232.4 232.1 233.2 238.4 238.8 234.8
12 Change in business inventories ........o.ovvviniviieeiuens 6.9 29.3 30.6 29.3 44.6 18.7 27.7 27.3
13 Nonfarm ... i e 8.6 30.5 34.2 30.4 41.5 40.8 19.1 23.8
14 Net exports of goods and Services ...........coviviiiieneannn —97.4 —-112.6 -73.7 —74.9 —66.2 -70.8 —54.0 --52.7
15 Exports R 396.5 448.6 547.7 532.5 556.8 579.7 605.6 623.2
16 IMPOTES L.ttt e 493.8 561.2 621.3 607.5 623.0 650.5 659.6 675.9
17 Government purchases of goods and services .. 872.2 926.1 968.9 960).1 958.6 1,011.4 1,016.0 1,034.9
18  Federal ........ 366.5 381.6 381.3 377.1 367.5 406. 399.0 407.8
19  State and local 505.7 544.5 587.6 583.0 591.0 604.9 617.0 627.1
By major type of product
20 Final sales, total 4,495.0 4,850.0 4,809.2 4,882.3 4,998.7 5,085.4 5,176.5
21 Goods ......... 1,785.2 1,931.9 1,917.4 1,955.8 1,987.4 2,030.9 2,079.8
22 Durable ...... 771.6 863.6 857.2 884.0 888.5 894.7 904.5
23 Nondurable .. 1,007.6 1,068.3 1,060.2 1,07t.8 1,098.9 1,136.2 1,175.3
24 Services ..... . 2,304.5 2,499.2 2,472.3 2,520.3 2,576.0 2,620.8 2,668.9
25 SHRUCIUTES ...t i e s 434.6 449.5 448.8 450.8 4599 461.3 455.0
26 Change in business inventories .. 6.9 29.3 30.6 293 44.6 18.7 27.7 27.3
27  Durable goods ... .. 1.2 22.0 25.0 17.0 41.4 2.0 22.0 57
28  Nondurable goods 5.6 7.2 5.6 123 3.2 -13.3 5.7 21.7
MEeMO
29 Total GNP in 1982 dollars ..................... ...t 3,717.9 3,853.7 4,024.4 4,010.7 4,042.7 4,069.4 4,106.8 4,134.0
NATIONAL INCOME
30 Total ..o e 3,665.4 3,972.6 3,933.6 4,005.7 4,097.4 4,185.2 4,249.9
31 Compensation of employees R 2,690.0 2,907.6 2.878.9 2,935.1 2,997.2 3,061.7 3,118.0
32  Wages and salaries .......... R 2,249.4 2,429.0 2,405.4 2,452.2 2,505.1 2,560.7 2,608.6
33 Government and government enterp S 3. 419.2 446.5 4431 449.6 456.3 466.9 473.5
34 Other .............civiieiiiinn. 1,701.1 1,830.1 1,982.5 1,962.3 2,002.6 2,048.9 2,093.8 2,135.1
35  Supplement to wages and salaries 416.6 440.7 478.6 473.5 482.9 492.0 501.0 509.4
36 Employer contributions for social insurance . o 217.3 227.8 249.7 2477 251.8 255.6 259.7 263.4
37 Other labor income .. ... ... .o 199.3 212.8 228.9 2259 231.1 236.5 2413 246.0
38 Proprietors’ income! ... e 282.0 i11.6 327.8 331.8 327.0 328.3 359.3 355.0
39 Business and professional! . e 247.2 270.0 288.0 286.5 289.3 296.3 300.3 304.2
40 Farm' . e 34.7 41.6 39.8 45.4 37.7 32.0 59.0 50.7
41 Rental income of Persons? . .........ooeivreiinerniiieeenin. 11.6 13.4 15.7 14.6 16.3 16.1 11.8 9.7
42 Corporate profits! B TR R RS 282.1 298.7 328.6 3253 330.9 340.2 316.3 309.1
43 Profits before tax® .............. 221.6 266.7 306.8 305.3 314.4 318.8 318.0 297.6
44  Inventory valuation adjustment .. e 6.7 —18.9 —25.0 —28.8 -30.4 ~20.1 —38.3 -20.7
45  Capital consumption adjustment ................... ... ... 538 50.9 46.8 489 46.9 41.5 36.6 323
46 NEUINIETEST . o\ oot iuesan ettt ittt arianaens 325.5" 3517 392.9" 383.0 396.4 415.7 436.1 458.1

1. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

3. For after-tax profits, dividends, and the like, see table 1.48.
SOURCE. Survey of Current Business (Department of Commerce).
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2.17 PERSONAL INCOME AND SAVING

Billions of current dollars; quarterly data are at seasonally adjusted annual rates. Exceptions noted.

1988 1989
Account 1986 1987 1988
Q2 Q3 Q4 Ql QY
PERSONAL INCOME AND SAVING
{ Total personal income ............ ..., 3,526.2 3,777.6 4,064.5 4,026.6 4,097.6 4,185.2 4,317.8 4,399.6
2 Wage and salary disbursements ............ ... ... 2,094.8 2,249.4 2,429.0 2,405.4 2,452.2 2,505.1 2,560.7 2,608.6
3 Commodity-producing industries . 625.6 649.9 696.3 690.8 701.6 714.7 726.6 733.7
4 Manufacturing ............. 473.2 450.3 524.0 519.2 527.2 538.1 546.3 549.9
5 Distributive industries 498.8 531.9 571.9 568.0 578.0 587.5 598.8 610.6
6  Service industries . 576.7 648.3 714.4 703.5 723.0 746.7 768.4 790.8
7  Government and government enlerpnses .................... 393.7 419.2 446.5 443.1 449.6 456.3 466.9 473.5
8 Other 1abor income .......ovvviiiiiiiiii i 199.3 212.8 228.9 2259 231.1 236.5 2413 246.0
9 Proprietors’ income' ...... 282.0 311.6 327.8 331.8 327.0 328.3 359.3 355.0
10 Business and professnonal 247.2 270.0 288.0 286.5 289.3 296.3 300.3 304.2
1 Farm'................. 34.7 41.6 39.8 45.4 37.7 320 59.0 50.7
12 Rental income of persons® . 11.6 13.4 15.7 14.6 16.3 16.1 1.8 9.7
[3 Dividends ............... 85.8 92.0 102.2 100.4 103.6 106.4 109.4 111.4
14 Personal interest income . 493.2 523.2 571.1 560.0 576.3 598.6 629.0 655.1
15 Transfer payments ..........c.iiieireniniiinni i, Bs 521.5 548.2 584.7 581.8 587.4 593.8 616.4 626.8
16 Old-age survivors, disability, and health insurance benefits ... 269.2 282.9 300.5 299.2 30t.4 304.0 3169 3229
17 LEss: Personal contributions for social insurance ............ 161.9 172.9 194.9 193.4 196.4 199.6 210.0 213.0
18 EquaLs: Personal income ... i 3,526.2 3,777.6 4,064.5 4,026.6 4,097.6 4,185.2 4,317.8 4,399.6
19 LEss: Personal tax and nontax payments .................... 512.9 571.7 586.6 590.7 585.9 597.8 628.3 652.6
20 EqualLs: Disposable personal income ......................... 3,0133 3,205.9 3,477.8 3,4359 3,511.7 3,587.4 3,689.5 3,747.0
21 LEss: Personal outlays .......... .o 2,888.5 3,104.1 3,333.1 3,301.9 3,362.1 3,424.0 3,483.8 3,549.9
22 EQUALS: Personal Saving ........ovoveeniniiiiiiiiiinanenn 124.9 101.8 144.7 134.0 149.6 163.4 205.7 197.2
MEemo
Per capita (1982 dollars)
23 Gross national product . .. ... B 15,385.5 15,793.9" | 16,332.8" | 16,303.7" | 16,387.1" | 16,455.3" | 16,566.4" 16,635.8
24 Personal consumption expenditures . 10,123.7 | 10,302.0" | 10,545.5" | 10,515.4" | 10,572.0" | 10,625.6" | 10,653.5" | 10,685.3
25 Disposable personal income ... ... 10,905.0 10,970.0 11,337.0 11,273.0 11,377.0 11,466.0 11,625.0 11,618.0
26 Saving rate (PErcent) ........... ..ttt 4.1 3.2 4.2 39 43 4.6 5.6 53
GRoSS SAVING
27 GrossSaving .......... oo i 525.3 553.8 642.4 633.4 669.8 647.4 693.5 691.7
28 Gross private Savifg ...t 669.5 663.8 738.6 722.5 742.4 769.3 792.1 793.2
29 Personal saving .............. 124.9 101.8 144.7 134.0 1496 163.4 205.7 197.2
30 Undistributed corporate profits' . 84.5 75.3 80.3 78.3 77.6 81.7 53.4 55.0
31 Corporate inventory valuation adjustment ..................... 6.7 -18.9 -25.0 -28.8 —30.4 -20.1 -38.3 -20.7
Cupital consumption allowances
32 COTPOTALE ...\ttt it it e e 285.9 303.1 321.7 319.0 323.1 329.7 335.2 339.7
33 NONCOTPOTALE vt vvv i er et e e et vt iaaans 174.2 183.6 191.9 191.2 192.1 194.4 197.8 201.3
34  Government surplus, or deficit (—), national income and
Product aCCOUNES ... vv v vtit s e —144.1 -110.1 ~96.1 —-89.1 -72.7 -121.9 ~98.7 —101.6
35  Federal -206.9 —161.4 —145.8 —141.5 —122.5 -167.6 ~147.5 —148.4
36 State and local 62.8 51.3 49.7 52.4 498 45.7 48.8 46.8
37 Grossinvestment ............. .. iiiiiie i 523.6 549.0 632.8 633.4 661.2 630.8 669.3 675.5
38 Gross private domestic .. s 659.4 699.9 750.3 748.4 771.1 752.8 769.6 774.7
39 Net fOreign ... ovvurvr v -135.8 -150.9 -117.5 ~115.0 -109.9 ~122.0 —-100.3 -99.2
40 Statistical discrepancy. ....... ... ... ..o ~1.8 -4.7 -9.6 —0.1 —8.6 -16.6 —-24.1 -16.1

1. With inventory valvation and capital consumption adjustments.
2. With capital consumption adjustment.

SOURCE. Survey of Current Business (Department of Commerce).



Summary Statistics

3.10 U.S. INTERNATIONAL TRANSACTIONS Summary

Millions of dollars; quarterly data are seasonally adjusted except as noted.'

ASS

1988 1989
Item credits or debits 1986 1987 1988
Qt Q2 Q3 Q4 Q17
1 Balance on Current acCount .. .......vvveiueeiveninansuen. —133,249 | —143,700 | —126,548 —32,046 —33,485 -32,340 ~-28,677 —30,685
2 Notseasonally adjusted .......... ..o o b e —27.556 ~33,875 —36,926 —28,191 —26,131
3 Merchandise trade balance ...| —145,058 { —159,500 | —127,215 —33,446 -31,411 -30,339 —~32,019 -27,634
4 Merchandise exports ... ... . 223,367 250,266 319,251 76,447 78,471 X 83,729 88,496
b Merchandise imports . . .. Lo ] —368,425 | —409,766 | —446,466 | —109,803 | ~109,882 | —110,943 | —115,748 | —116,130
6  Military transactions, net .. ... —4,576 ~2,857 —4, —964 -1,033 -1, ~1,604 —1,482
7 lavestment income, net........ . 24,647 22,283 2,227 2,795 ~2,465 -2,5%0 4,489 —3,508
8  Other service transactions, net ............ . 10,517 10,586 17,702 2,933 4,323 4,971 5,475 5,359
9  Remittances, pensions, and other transfers . —-4,049 —4,063 -4,279 —1,131 -971 —1,088 -1, ~1,192
10 U.S. government grants (excluding military) . . -11,730 —10,149 -10,377 —2,233 —1,928 —-2,288 —3,928 -2,228
11 Change in U.S. government assets, other than official
reserve assets, net (increase, —)................. ... —-2,024 997 2,999 ~1,490 —885 1,961 3,413 1,012
12 Change in U.S. official reserve assets (increase, —).......... 312 9,149 -3,566 1,503 39 ~7,380 2,272 —4,000
13 Gold....................... 0 0 0 0 0 0 0 0
14 Special drawing rights (SDRs) —246 —509 474 155 180 =35 173 —-188
{5  Reserve position in International Monetary Fund. 1,501 2,070 1,025 446 69 202 307 316
16 FOTBIBN CUTTENCIES ., .ot te it cir e rinananns —942 7,588 5,064 901 =210 —7,547 1,791 —4,128
17 Change in U.S. private fsaeta abroad (mcredse, -) -97,954 —86,363 —81,543 4,528 -15,273 —32,467 ~38,332 —28,828
18 Bank-reported claims’. —59,975 -42,119 —54,481 15,266 —12,602 »26,229 -30,916 —22,601
19  Nonbank-reported clalm —17,396 5,201 -1,684 —65 —6,443 255 4,569 | .........
20 U.S. purchase of foreign securities, net .. N -4,271 -5,251 -7,846 -4,539 1,333 -1,592 ~3,047 -2,554
21 U.S. direct investments abroad, net...................... —26,312 ~-44,194 —17,533 —6,134 2,439 —4,901 —8,938 -3,673
22 Change in foreign official assets in United States (increase,
B0 1 N 35,594 45,193 38,882 24,631 5,895 2,234 10,589 6,914
23 U.S. Treasury securities....... 34,364 43,238 41,683 27,702 5,853 —3,769 11,897 4,585
24  Other U.S. government obligations .. -1,214 1,564 1,309 - 162 202 572 697 716
25  Other U.S. government liabilities® . .. 2,141 ~2,520 -1,284 -304 -517 —-232 —232 -377
26  Other U.S. liabilities reportgd by U 1,187 3,918 =331 -1,772 774 1,703 —1,036 1,538
27  Other foreign official assets”. . ... .. —884 -1,007 -2,495 —833 —417 —508 ~737 452
28 Change in foreign private assets in United States (increase,
................................................. 186,011 172,847 180,418 2,39 59,438 48,413 70,170 42,163
29 U S bank-reported liabilities® . 79,783 89,026 68,832 -17,137 30,455 23,291 32,223 10,398
30 U.S. nonbank-reported liabilities —2,641 2,450 6,558 1,565 -59 2,350 2,702 | ...
31 Foreign private purchases of U.S. Treasury securities, net . 3,809 —7,643 20,144 5,928 5,458 3,422 5,336 8,745
32 Foreign purchases of other U.S, securities, net............ 70,969 42,120 26,448 2,424 9,699 7,454 6,871 8,591
33 Foreign direct investments in United States, net........... 34,091 46,894 58,436 9,616 13,885 11,896 23,038 14,429
34 Allocation of SDRs ..o 0 0 0 0 0 0 ]
35 Discrepancy............ . 11,308 1,878 —10,641 479 —-15,729 24,047 —19,434 13,424
36 Owing to seasonal adjustments ... .........oiiiiiiiiin | ieiiii e f e PN 3,843 =3,714 —4,556 4,431 ,
37  Statistical discrepancy in recorded data before seas
adjustment ... ... i e e 11,308 1,878 — 10,641 —3,364 —12,015 28,603 —~23,865 9,160
Memo
Changes in official assets
38 U.S. official reserve assets (increase, —=).................. 312 9,149 —3,566 1,503 39 ~7,380 2,272 —4,000
39  Foreign official assets in United States (increase, +)
excluding line 25. ... ..o ot i 33,453 47,713 40,166 24,935 6,412 -2,002 10,821 7,291
40 Change in Organization of Petroleum Exporting Countries
official assets in United States (part of line 22
ADOVE) . oot s —9,327 9,955 -3,109 —1,547 -1,776 —459 672 7,059
41 Transfers under military grant programs (excluded from
lines 4, 6, and 10 above)................. ..ol 96 53 92 41 4 7 40 13

1. Seasonal factors are not calculated for lines 6, 10, 12-16, 18-20, 22-34, and
2. Data are on an international accounts (1A) basis. Differs from the Census
basis data, shown in table 3.11, for reasons of coverage and timing. Military
exports are excluded from merchdndlse data and are included in line 6.
3. Reporting banks include all kinds of depository institutions besides commer-
cial banks, as well as some brokers and dealers.

4. Primarily associated with military sales contracts and other transactions

arranged with or through foreign official agencies.

5. Consists of investments in U.S. corporate stocks and in debt securities of

private corporations and state and local governments.

NoTE. Data are from Bureau of Economic Analysis, Survey of Current Business

(Department of Commerce).
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3.11 U.S. FOREIGN TRADE'

Millions of dollars; monthly data are seasonally adjusted.

item 1986 1987 1988

1988 1989

Feb. Apr. May June”

1 EXPORTS of domestic and foreign
merchandise excluding grant-aid
shipments, f.a.s. value............. 227,159 254,122 322,426

GENERAL IMPORTS including
merchandise for immediate
consumption plus entries into
bonded warehouses

2 Customsvalue...................... 365,438 406,241 440,952

Trade balance

3 Customs value .. .................... -138,279 | —152,119 | —118,526

28,864 28,980 28,839 30,065 30,759 30,453 30,914

39,668 37,877 38,220 39,549 39,045 40,534 39,085

—10,805 -8,897 ~9,381 ~9,484 —8,286 ~10,07% —8,170

{. The 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 adjustment is the exclusion of military sales
{which are combined with other military transactions and reported separately in
the “*service account’” in table 3.10, line 6). On the import side, additions are made
for gold, ship purchases, imports of electricity from Canada, and other transac-

tions; military payments are excluded and shown separately as indicated above.
As of Jan. 1, 1987 census data are released 45 days after the end of the month; the
greviuus month is revised to reflect late documents. Total exports and the trade
alance reflect adjustments for undocumented exports to Canada.
Sourcie. FT900 “‘Summary of U.S. Export and Import Merchandise Trade'’
(Department of Commerce, Bureau of the Census).

3.12 U.S. RESERVE ASSETS

Millions of dollars, end of period

1989
Type 1986 1987 1988
Jan, Feb. Mar. Apr. May June July?

I Total ... 48,511 45,798 47,802 48,190 49,373 49,854 50,303 54,941 60,502 63,462
2 Gold stock, including If‘xchange

Stabilization Fund®. ............... 11,064 11,078 11,057 11,056 11,061 11,061 11,061 11,060 11,063 11,066
3 Special drawing rights 8,395 10,283 9,637 9,388 9,653 9,443 9,379 9,134 9,034 9,340
4 Reserve position in !nlcrnalionul

Monetary Fund® ............... ... 11,730 11,349 9,745 9,422 9,353 9,052 9,132 8,513 8,888 9,055
5 Foreign currencies® ... 17,322 13,088 17,363 18,324 19,306 20,298 20,731 26,234 31,517 34,001

1. Gold held under earmark at Federal Reserve Banks for foreign and interna-
tional accounts is not included in the gold stock of the United States; see table
3.13. Gold stock is valued at $42.22 per fine troy ounce.

2. Beginning July 1974, the IMF adopted a technique for valuing the SDR based
on a weighted average of exchange rates for the currencies of member countries.
From July 1974 through December 1980, 16 currencies were used; from January
1981, 5 currencies have been used. The U.S. SDR holdings and reserve position
in the IMF also are valued on this basis beginning July 1974,

3. Includes allocations by the International Monetary Fund of SDRs as follows:
$867 million on Jan. 1, 1970; $717 million on Jan. i, 1971; $710 million on Jan. 1,
1972; $1,139 million on Jan. 1, 1979; $1,152 million on Jan. 1, 1980; and $1,093
million on Jan. 1, 1981; plus transactions in SDRs.

4. Valued at current market exchange rates.

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS'

Millions of dollars, end of period

1989
Assets 1986 1987 1988
Jan. Feb. Mar. Apr. May June July”
TDEposits ..o 287 244 347 279 325 351 352 428 275 371
Assets held in custody
2 U.S. Treasury s?curitics2 ............... 155,835 195,126 232,547 228,399 230,860 234,075 235,145 232,004 229,914 233,170
3 Earmarked gold®.................. ... 14,048 13,919 13,636 13,635 13,609 13,602 13,576 13,612 13,545 13,530

1. Excludes deposits and U.S. Treasury securities held for international and
regional organizations.

2. Marketable U.S. Treasury bills, notes, and bonds; and nonmarketable U.S.
Treasury securities payable in dollars and in foreign currencies.

3. Earmarked gold and the gold stock are valued at $42.22 per fine troy ounce.
Earmarked gold is gold held for foreign and international accounts and is not
included in the gold stock of the United States.
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3.14 FOREIGN BRANCHES OF U.S. BANKS Batance Sheet Data'
Millions of dollars, end of period
1988 1989
Asset account 1985 1986 1987
Dec. Jan. Feb. Mar, Apr. May June
All foreign countrics

{ Total, all currencies ................... 458,012 456,628 | 518,618 | 506,062 | 496,755 | 501,682 | 519,740 | 517,276 | 521,436 | 523,665

2 Claims on United States ............... 119,706 114,563 | 138,034 | 169,111 167,143 168,558 | 177,902 | 170,126 | 177,987 | 177,445

3 Parent bank .... 87,201 83,492 | 105,845 | 129,856 | 127,403 128,115 134,002 | 127,557° | 134,026 | 132,380

4 Other banks in United States . 13,057 13,685 16,416 14,918 14,559 13,506 14,697 13,459 13,040 14,218

5 Nonbanks 19,448 17,386 15,773 24,337 25,181 26,937 29,203 29,110 30,921 30,847

6 Claims on foreigners ............. 315,676 312,955 | 342,520 | 299,728 | 291,892 | 296,240 | 303,906 | 306,493 302,808 | 303,713

7 Other branches of parent bank ....... 91,399 96,281 122,155 107,179 | 102,482 103,962 110,434 | 114,834 116,506 | 115,91t

8 Banks ..........iiiiiiiii.., | 102,960 105,237 | 108,859 96,932 93,663 95,696 97,723 96,830 94,042 94,898

9  Public borrowers ... 23,478 23,706 21,832 17,163 16,931 16,682 17,020 16,101 16,095 16,709
10 Nonbank foreigners ................. 97,839 87,731 89,674 78,454 78,816 79.900 78,729 78,728 76,165 76,195
11 Other assets .........ovuneeeiniieen. 22,630 29,110 38,064 37,223 37,720 36,884 37,932 40,657 40,641 42,507
12 Total payable in U.S. dollars ........... 336,520 317,487 | 350,107 | 358,040 | 345,523 | 346,990 | 366,403 | 359,841 366,315 | 367,562
13 Claims on United States ............... 116,638 110,620 | 132,023 | 163,456 | 160,520 | 161,336 | 170,091 | 162,954 169,796 | 169,520
14 Parentbank ,.............. . 85,971 82,082 | 103,251 126,929 | 124,496 | 124,288 129,431 | 123,258 128,771 127,352
1S Other banks in United States . o 12,454 12,830 14,657 14,167 12,908 12,025 13,259 12,539 11,909 13,207
16 Nonbanks .................. o 18,213 15,708 14,115 22,360 23,116 25,023 27,401 27,157 29,116 28,961
17 Claims on foreigners ............. Soobo210,129 195,063 | 202,428 | 177,685 | 167,288 | 168,293 178,134 | 179,308 177,308 | 180,013
18  Other branches of parent bank .. 72,727 72,197 88,284 80,736 76,221 76,565 82,797 87,777 86,625 88,874
19 Banks ...oioiiieiiiiiiiiian 71,868 66,421 63,707 54,884 49,391 50,013 53,893 50,815 49,793 50,627
20 Public borrowers ... 17,260 16,708 14,730 12,131 11,749 11,781 11,831 11,467 11,282 11,815
21 Nonbank foreigners ................. 48,274 39,737 35,707 29,934 29,927 29,934 29,613 29,249 29,608 28,697
22 Other assets .....oovvererneneiieiis 9,753 11,804 15,656 16,899 17,715 17,361 18,178 17,579 19,211 18,029

United Kingdom
23 Total, all currencies ................... 148,599 140,917 158,695 156,835 156,529 154,879 154,856 | 153,146 155,532 153,968
24 Claims on United States ............... 33,157 24,599 32,518 40,089 40,954 40,547 40,715 39,475" 39,599 38,014
25  Parentbank ................ 26,970 19,085 27,350 34,243 34,928 34,449 35,315 34,741 35,642 33,763
26  Other banks in United States . P 1,106 1,612 1,259 1,123 1,128 1,268 1,380 1,227 1,243 1,125
27  Nonbanks ................ S 5,081 3,902 3,909 4,723 4,898 4,830 4,020 3,507 2,714 3,126
28 Claims on foreigners .. . .| ono.217 109,508 | 115,700 [ 106,388 | 104,668 | 103,806 | 103,443 | 102,438 104,504 103,773
29 Other branches of parent bank .. 31,576 33,422 39,903 35,625 35,322 33,650 35,305 32,954 35,537 34,948
0 Banks ... 39,250 39,468 36,735 36,765 34,507 36,159 35,382 37,079 37,412 37,357
31 Public borrowers ... 5. ,990 4,752 4,019 4,090 3,808 3,757 3,471 3,627 3,599
32 Nonbank foreigners ................. 33,747 31,628 34,310 29,979 30,349 30,189 28,999 28,934 27,928 27,869
33 Other assets .........c.cooovivieriione, 5,225 6,810 10,477 10,358 10,907 10,526 10,698 11,233 11,429 12,181
34 Total payable in U.S. dollars ........... 108,626 95,028 | 100,574 | 103,503 | 102,873 | 100,863 | 103,211 98,463 101,612 99,028
35 Claims on United States ............... 32,092 23,193 30,439 38,012 38,591 37,707 38,265 36,772 36,675 34,990
36  Parentbank ............... e 26.568 18,526 26,304 33,252 33,925 33,106 34,320 33,499 34,119 32,059
37 Other banks in United States . 1,005 1,475 1,044 964 678 816 937 872 862 844
38  Nonbanks ....... 4,519 3,192 3,091 3,796 3,988 3,785 3,008 2,401 1,694 2,087
39 Claims on foreigners ............. 73,475 68,138 64,560 60,472 58,798 57,567 59,201 56,227 58,395 58,746
40 Other branches of parent bank ....... 26,011 26,361 28,635 28,474 27,939 26,475 28,145 25,389 26,036 26,541
41 Banks ... . 26,139 23,251 19,188 18,494 16,778 17,246 17,715 17,680 18,458 18,745
42 Public borrowers ... 3,999 3,677 3,313 2,840 2,869 2,774 2,786 2,696 2,737 2,606
43 Nonbank foreigners ................. 17,326 14,849 13,424 10,664 11,212 11,072 10,555 10,462 1,164 10,854
44 Other assets ...............ovooioions 3,059 3,697 5,578 5,019 5,484 5,589 5,745 5,464 6,542 5,292
Bahamas and Caymans

45 Total, all currencles ................... 142,055 142,592 | 160,321 170,639 | 162,352 | 165,862 | 179,185 | 172,324 | 173,137 | 171,780
46 Claims on United States ............... 74,864 78,048 85,318 | 105,320 | 103,016 | 103,989 | 111,951 105,273 111,823 | 109,800
47  Parentbank ................ 50,553 54,575 60,048 73,409 71,065 71,100 75,234 68,969 73,627 70,735
48  Other banks in United States . 11,204 11,156 14,277 13,145 12,742 11,563 12,275 11,563 10,807 12,116
49 Nonbanks .................. . 13,107 12,317 10,993 18,766 19,209 21,326 24,442 24,741 27,389 26,949
50 Claims on foreigners ............. . 63,882 60,005 70,162 58,393 52,503 54,732 59,615 60,103 53,984 54,537
51  Other branches of parent bank .. 19,042 17,296 21,277 17,954 15,982 18,454 20,048 26,261 21,962 22,324
52 Banks ........cciiiiiiiiin. . 28,192 27,476 33,751 28,268 24,755 24,514 27,727 22,641 21,184 21,202
53 Public borrowers . 6,458 7,051 7.428 5,830 5,422 5,513 5,480 5,374 5,280 5,540
54  Nonbank foreigners 10,190 8,182 7,706 6,341 6,344 6,251 6,360 5,827 5,558 5,471
55 Other ASsets ....oooovrrvninneranenns 3,309 4,539 4,841 6,926 6,833 7,141 7,619 6,948 7,330 7,443
56 Total puyable in U.S. dollars . .. ... ...... 136,794 136,813 | 151,434 | 163,518 | 154,981 158,011 172,148 | 166,380 | 166,869 | 165,676

1. Beginning with June 1984 data, reported claims held by foreign branches
have been reduced by an increase in the reporting threshold for *‘shell’” branches

from $50 million to $150 million equivalent in total assets, the threshold now
applicable to all reporting branches.
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3.14—Continued

1988 1989
Liability account 1985 1986 1987
Dec Jan. Feb. Mar. Apr. May June
All foreign countries
57 Total, all currencies .................. 458,012 456,628 518,618 506,062 496,755 501,682 519,740 517,276 521,436 523,665
58 Negotiable CDs ..................... 34,607 31,629 30,929 28,511 28,538 30,013 30,768 30,278 29,425 28,116
59 To United States .. . 156,281 152,465 161,390 185,577 172,055 174,956 185,831 177,583 178,796 | 179,858
60 Parentbank ................ 84,657 83,394 87,606 114,720 102,521 105,687 113,779 107,455 110,579" 113,027
61  Other banks in United States . 16,894 15,646 20,559 14,897 13,539 12,989 14,659 14,307 13,389" 12,951
62 Nonbanks ................. . .... 54,730 53,425 53,225 55,960 55,995 56,280 57,393 55,821 54,828" 53,880
63 To fOreigners «......c.ovevuvnneninns 245,939 253,775 304,803 270,923 274,015 274,898 280,859 284,629 288,316" 289,594
64  Other branches of parent bank . 89,529 95,146 124,601 111,267 109,125 111,582 116,148 117,089 121,135 118,950
65 Banks ......... oo 76,814 77,809 87,274 72,842 72,185 70,484 71,447 72,155 72,903" 74,213
66  Official institutions . .. 19,520 17,835 19,564 15,183 18,867 17,323 17,911 17,933 17,795 17,559
67  Nonbank foreigners .. . 60,076 62,985 73,364 71,631 73,838 75,509 75,353 77.452 76,483 78,872
68 Other liabilities ...................... 21,185 18,759 21,496 21,051 22,147 21,815 22,282 24,786 24,899 26,097
69 Total payable in U.S. dollars .......... 353,712 336,406 361,438 367,090 353,678 356,597 378,460 371,237 374,839° 378,331
70 Negotiable CDs ..................... 31,063 28,466 26,768 24,045 23,696 25,452 26,287 25,970 25,411 24,129
71 To United States 150,905 144,483 148,442 173,190 159,650 161,449 173,471 164,957 166,109 167,217
72 Parentbank .............. 81,631 79,305 81,783 107,150 94,531 96,714 105,534 99,188 102,643" 104,706
73 Other banks in United States . 16,264 14,609 19,155 13,628 12,413 11,535 13,355 12,781 11,769 11,537
74 Nonbanks ..................coi... 53,010 50,569 47,504 52,412 52,706 53,200 54,582 52,988 51,697 50,974
75 To foreigners ..............cooveiuine 163,583 156,806 177,711 160,373 160,632 159,542 168,257 169,916 171,618 175,393
76  Other branches of parent bank . 71,078 71,181 90,469 84,021 82,149 83,253 88,298 89,425 90,1237 50,850
77 Banks ... 37,365 33,850 35,065 28,493 27,231 27,060 28,949 28,445 29,567 29,686
78  Official institutions . 14,359 12,371 12,409 8,224 10,880 8,740 9,953 9,591 9,255 9,852
79  Nonbank foreigners .. e 40,781 39,404 39,768 39,635 40,372 40,489 41,0587 42,455 42,673 45,005
80 Other liabilities ................... ... 8,161 6,651 8,517 9,482 9,700 10,154 10,445 10,394 11,701 11,592
United Kingdom
81 Total, all currencies .................. 148,599 140,917 158,695 156,835 156,529 154,879 154,856 153,146 155,532 153,968
82 Negotiable CDs . .................... 31,260 27,781 26,988 24,528 24,253 25,942 26,6253 26,157 25,539 24,396
83 To United States .. s 29,422 24,657 23,470 36,784 34,535 35,393 32,757 29,715 30,867 30,013
84 Parentbank .............. 19,330 14,469 13,223 27,849 24,130 25,562 25,098 20,455 20,329 21,669
85  Other banks in United States . 2,974 2,649 1,740 2,197 2,568 1,915 1,984 1,551 1,720 1,648
8 Nonbanks .................... ..., 7,118 7,539 8,507 6,738 7.837 7916 5,675 7,709 8,818 6,696
87 To foreigners ...........couvveeerna.. 78,525 79,498 98,689 86,026 87,519 83,774 85,863 87,478 88,985" 88,381
88  Other branches of parent bank . 23,389 25,036 33,078 26,812 26,815 24,553 25,781 25,800 26,867 24,974
89 Banks ... 28,581 30,877 34,290 30,609 29,329 28,508 29,094 30,714 30,925" 31,066
90  Official institutions . 9,676 6,836 11,015 7,873 10,010 8,627 9,429 8,637 8,946 8,650
91 Nonbank foreigners cas 16,879 16,749 20,306 20,732 21,365 22,086 21,559 22,327 22,247 23,691
92 Other liabilities ...................... 9,392 8,981 9,548 9,497 10,222 9,770 9,611 9,796 10,141 11,178
93 Total payable in U.S. dollars .......... 112,697 99,707 102,550 105,514 104,462 103,302 105,942 100,514 | 102,721" | 101,742
94 Negotiable CDs ... 29,337 26,169 24,926 22,063 21,500 23,419 24,302 24,073 23,568 22,324
95 To United States 27,756 22,075 17,752 32,588 30,032 30,442 29,578 25,493 26,554" 25,401
96 Parentbank .............. 18,956 14,021 12,026 26,404 22,069 22,998 24,013 18,524 18,545 19,188
97 Other banks in United States . 2,826 2,325 1,512 1,912 2,362 1,600 1,719 1,227 1,368 1,393
98 Nonbanks ........................ 5,974 5,729 4,214 4,272 5,601 5,844 3,846 5,742 6,641 4,820
99 Toforeigners ..................oouun. 51,980 48,138 55,919 46,690 48,421 44,934 47,071 46,230 47,371 48,491
100 Other branches of parent bank . 18,493 17,951 22,334 18,561 18,936 17,139 18,335 17,755 18,030 16,467
101 Banks ................... ..., 14,344 15,203 15,580 13,407 13,090 13,106 12,907 13,439 13,930 13,545
102 Official institutions . .. 7,661 4,934 7,530 4,348 5.897 4,116 5,467 4,365 7 5,579
103 Nonbank foreigners .. - 11,482 10,050 10,475 10,374 10,498 10,573 10,362 10,671 10,615 A
104 Other liabilities ,..... e 3,624 3,325 3,953 4,173 4,509 4,507 4,991 4,718 5,228 5,526
Babamas and Caymans
105 Total, alt currencies .................. 142,055 142,592 160,321 170,639 162,352 165,862 179,185 172,324 173,137 171,780
106 Negotiable CDs ..................... 610 847 885 953 1,118 1,138 1,073 1,025 87 696
107 To United States . . 104,556 106,081 113,950 122,332 113,562 114,729 124,736 118,164 120,175" 117,737
108 Parentbank .................. 45,554 49,481 §3,239 62,894 56,643 57,684 62,689 59,762 64,908 61,642
109  Other banks in United States ....... 12,778 11,715 17,224 11,494 9,890 9,743 11,464 11,346 10,223 10,034
110 Nonbanks ........................ 46,224 44,885 43,487 47,944 47,029 47,302 50,583 47,056 45,044 46,061
11 To foreigners ..............covviuin, 35,053 34,400 43,815 45,161 45,602 47,534 50,855 50,606 48,989" 50,477
12 Other branches of parent bank . 14,075 12,631 19,185 23,686 24,973 25,988 28,010 27,655 26,478 27,763
13 Banks ........ ...l 10,669 8,617 10,769 8,336 7,179 7,795 8,495 8,203 8,233 8,322
14 Official institutions . 1,776 2,719 1,504 1,074 1,337 1,379 1,234 1,722 1,164 1,102
115 Nonbank foreigners . 8,533 10,433 12,357 12,065 12,113 12,372 13,116 13,026 13,114 13,290
116 Other liabilities ...................... 1,836 1,264 1,671 2,193 2,070 2,461 2,521 2,529 3,101 2,870
117 Total payable in U.S. dollars .......... 138,322 138,774 152,927 162,950 154,663 157,890 172,213 166,489 166,954 165,593




Summary Statistics A59

3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of dollars, end of period

1988 1989
Item 1986 1987
Dec. Jan. Feb. Mar. Apr. May June”
LTotall Lot e 211,834 | 259,556 | 299,716 | 301,756 | 304,185 | 307,497 | 313,680" | 306,304 | 302,149
By type .
2 Liabilities reported by banks in !he}Unlted States? ... . ... 27,920 31,838 31,443 36,735 34,641 33,417 39,147 37,914 37,341
3 U.S. Treasury bills and certificates” ......................... 75,650 88,829 103,722 98,457 98,192 95,478 96,109 91,798 87,170
U.S. Treasury bonds and notes
4  Marketable .. R R R T RERTERTRR 91,368 122,432 149,056 | 151,075 155,374 161,923 | 161,081 160,013 160,457
5 Nonmarketable® ......................... . 1,300 300 523 527 531 534 538 542 545
6 U.S. securities other than U.S. Treasury securitics 15,596 16,157 14,972 14,962 15,447 16,145 16,805 16,037 16,636
By area
7 Western Europel .......................................... 88,629 | 124,620 | 125,097 126,040 | 124,806 125,352 | 129,254" | 126,164 122,799
§Canada...............ven v 2,004 4,961 9,584 9,668 9,856 10,156 9,994 9,938 9,604
9 Latin America and Caribbean . . e 8,417 8,328 10,094 9,943 8,875 7,533 7,198" 6,091 5,947
10 Asia. . ...ovviiiii i ... | 105,868 | 116,098 145,548 | 147,316 | 152,236 | 156,317 | 158,577" | 156,016 155,317
t1 Africa..... e 1,503 1,402 1,369 1,093 1,143 1,119 1,065 1,182 1,271
12 Other countries®. ... ..o v 5412 4,147 7,501 7,169 6,738 6,485 7,053 6,372 6,665

1. Includes the Bank for International Settlements.

2. Principally demand deposits, time deposits, bankers acceptances, commer-
cial paper, negotiable time certificates of deposit, and borrowings under repur-
chase agreements.

3. Includes nonmarketable certificates of indebtedness (including those payable
in foreign currencies through 1974) and Treasury bills issued to official institutions
of foreign countries.

4, Excludes notes issued to foreign official nonreserve agencies. Includes

bonds and notes payable in foreign currencies.

5. Debt securities of U.S. government corporations and federally sponsored
agencies, and U.S. corporate stocks and bonds.

6. Includes countries in Oceania and Eastern Europe.

Note. Based on Treasury Department data and on data reported to the
Treasury Department by banks (including Federal Reserve Banks) and securities
dealers i the United States.

3.16 LIABILITIES TO AND CLAIMS ON FOREIGNERS Reported by Banks in the United States

Payable in Foreign Currencies'

Millions of dollars, end of period

1988 1989
Item 1985 1986 1987

June Sept. Dec. Mar.”
1 Banks' own liabilities ............. ... o i 15,368 29,702 55,438 56,570 65,148 74,776 76,164
2 Banks' own claim: 16,294 26,180 SE271 52,914 63,465 68,988 72,659
3 Deposits. . 8,437 14,129 18,861 18,790 22,594 25,115 25,645
4 Other claims o 7,857 12,052 32,410 34,124 40,871 43,874 47,014
5 Claims of banks’ domestic CusStomers ... ...t iviiirenennnans 580 2,507 551 1,004 335 364 376

t. Data on claims exclude foreign currencies held by U.S. monetary
authorities.

2. Assets owned by customers of the reporting bank located in the United
States that represent claims on foreigners held by reporting banks for the accounts
of the domestic customers.
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States'

Payable in U.S. dollars

Millions of dollars, end of period

1988 1989
Holder and type of liability 1985 1986 1987
Dec. Jan. Feb. Mar. Apr." May June®
1 All foreigners.............coooviiiiiiiiiiiiinianss 435,726 | 540,996 | 618,874 | 683,950 | 660,256 | 677,624 | 690,900 | 683,055 | 677,983 | 670,760
2 Banks’ own liabilities . . 341,070 | 406,485 | 470,070 | 513,573 | 493,030 | 507,557 | 523,606 | 516,319 | 512,614 | 509,611
3 Demand deposits . ... 21,107 23,789 22,383 21,894 20,602 21,733 22,483 22,333 21,928 21,313
4  Time 9epusits . 117,278 | 130,891 | 148,374 152,194 | 145,481 | 151,137 | 157,978 [ 157,137 | 154,693 | 152,884
5 Other’......... 29,305 42,705 51,677 51,506 52,322 51,005 54,177 56,549 58,950 60,821
6 Own foreign offices 173,381 | 209,100 | 247,635 | 287,979 | 274,625 | 283,682 | 288,968 | 280,299 | 277,042 | 274,592
7 Banks' custody liabilities® ... o 94,656 | 134,511 148,804 170,377 | 167,226 170,067 167,295 166,736 | 165,370 161,149
8  U.S. Treasury bills and certificates® ............. 69,133 90,398 | 101,743 | 114,976 | 111,141 | 110,992 | 108,048 | 106,827 | 102,661 98,743
9  Other negotmblt:, and readily transferable
nstruments’ ......... .. i e 17,964 15,417 16,776 16,367 16,763 17,071 16,957 17,278 18,541 17,078
10 Other ....oovvit i i 7.558 28,696 30,285 39,033 39,321 42,004 42,289 42,631 44,168 45,329
11 Nonmonetary lnteEnatlonnl and regional
orgamizations™ ......... ... i 5,821 5,807 4,464 3,224 2,704 3,252 3,764 4,141 3,423 3,39
12 Banks’ own liabilities ................. ... ... 2,621 3,958 2,702 2,527 1,910 2,679 2,956 3,354 2,988 2,472
13 Demand depoglts 85 199 124 71 67 74 88 163 76 32
14 Time Siepomts .. 2,067 2,065 1,538 1,183 565 1,126 1,385 1,502 1,210 1,084
15 Other'. ..ot 469 1,693 1,040 1272 1,278 1,479 1,482 1,689 1,702 1,356
16 Banks’ custody liabilities® .. ... ..o, 3,200 1,849 1,761 698 795 574 808 786 435 918
17 U.S. Treasury bills and certificates® ............. 1,736 259 265 57 69 59 74 77 95 177
18 Other negotmble7 and readily transferable
instruments o 1,464 1,590 1,497 641 711 463 734 693 305 731
19 Other ... 0 0 0 0 15 52 0 16 35 10
20 Official institutions® ......................c i 79,985 | 103,569 | 120,667 | 135,165 | 135,191 132,833 | 128,895 | 135,256 | 129,712 | 124,511
21 Banks’ own liabilities ................. ... ... 20,835 25,427 28,703 27,033 32,013 29,321 27,800 33,067 31,680 31,998
22 Demand depogll\ e 2,077 2,267 1,757 1,915 1,627 1,792 1,605 1,783 1,762 1,820
23 Time §|eposns .. 10,949 10,497 12,843 9,686 13,428 12,661 11,006 12,559 11,086 10,136
24 Other’. ..o 7.809 12,663 14,103 15,432 16,959 14,867 15,189 18,725 18,833 20,042
25 Banks’ custody liabilities® ..., iieiieieis 59,150 78,142 91,965 108,132 103,178 103,512 101,095 102,189 98,032 92,513
26 U.S. Treasury bills and certificates® 53,252 75,650 88,829 | 103,722 98,457 98,192 95,478 96,109 91,798 87,170
27  Other negouable‘7 and readily transferable
instruments’ ... 5,824 2,347 2,990 4,130 4,598 5,076 5,466 5,875 6,045 5,080
28 Other ... 75 145 146 280 124 244 152 205 185 264
20 Banks'. ..o 275,589 | 351,745 | 414,280 | 458,248 | 435,464 | 452,338 | 469,562 | 453,662 | 454,476 | 450,467
30 Banks' own liabilities ...l 252,723 | 310,166 | 371,665 | 408,576 | 384,974 | 399,833 | 417,332 | 401,754 | 400,140 | 395,013
31 Unaffiliated foreign banks . 79,341 101,066 | 124,030 120,597 | 110,350 | §16,152 { 128,364 121,455 123,097 120,421
32 Demand depogits . ...... 10,271 10,303 10,898 9,980 9,459 9,584 11,012 10,559 11,161 696
33 Time Slepuﬁns 49,510 64,232 79,717 80,303 71,838 76,679 84,112 80,826 78,872 77,537
34 Other”. .. ... 19,561 26,531 33,415 30,314 29,053 29,889 33,240 30,070 33,064 33,188
35 Own foreign offices™ ...l 173,381 | 209,100 | 247,635 | 287,979 | 274,625 | 283,682 | 288,968 | 280,299 | 277,042 | 274,592
36 Banks' custody Niabilities® .......ooooi e 22,866 41,579 42,615 49,671 50,489 52,505 52,231 51,908 54,337 55,454
37 U.S. Treasury bills and centificates® ............. 9,832 9,984 9,134 7,602 7,819 7,491 7,310 6,921 7,114 7,767
38 Other negonable, and readily transferable
instruments’ ... i 6,040 5,165 5,392 5,666 5,870 5,894 5,254 5,051 5,686 5,314
39 Other ..vvovi i s 6,994 26,431 28,089 36,403 36,800 39,120 39,667 39,936 41,536 42,374
40 Other foreigners . .................. .. i 74,331 79,875 79,463 87,313 86,896 89,200 88,679 89,997 90,371 92,393
41 Banks' own liabilities .............. ... ... 64,892 66,934 67,000 75,438 74,132 75,724 75,518 78,144 77,805 80,129
42 Demand depogits 8,673 11,019 9,604 9,928 9,450 10,282 9,777 9,828 8,929 9,766
43 Time glleposits .. . 54,752 54,097 54,277 61,022 59,651 60,671 61,475 62,250 63,525 64,127
44 Other’... ... 1,467 1,818 3,119 4,487 5,032 4,77 4,265 6,066 5,351 6,236
45 Banks' custody liabilities® ........................ 9,439 12,941 12,463 11,876 12,764 13,476 13,161 11,853 12,566 12,264
46  U.S. Treasury bills and certificates® ............. 4,314 4,506 3,515 3,595 4,797 5,250 5,188 3,720 3,653 3,629
47  Other negolmbh}, and readily transferable
instruments’ ... 4,636 6,315 6,898 5,929 5,584 5,638 5,503 5,658 6,501 5,954
48 Other ..ot s 48 2,120 2,050 2,351 2,382 2,589 2,471 2,474 2,412 2,681
49 MEemo: Negotiable time certificates of deposit in
custody for foreigners........................ 9,845 7,496 7,314 6,366 6,286 6,064 5,809 5,554 5.625 5,339

1. Reporting banks include all kinds of depository institutions besides commer-
cial banks, as well as some brokers and dealers.

2. Excludes negotiable time certificates of deposit, which are included in
**Other negotiable and readily transferable instruments.”

3. Includes borrowing under repurchase agreements.

4. U.S, banks: includes amounts due to own foreign branches and foreign
subsidiaries consolidaled in *‘Consolidated Report of Condition” filed with bank
regulatory agencies. Agencies, branches, and majority-owned subsidiaries of
foreign banks: principally amounts due to head office or parent foreign bank, and
foreign branches, agencies, or wholly owned subsidiaries of head office or parent
foreign bank.

5. Financial ctaims on residents of the United States, other than long-term
securities, held by or through reporting banks.

6. Includes nonmarketable certificates of indebtedness and Treasury bills
issued to official institutions of foreign countries.

7. Principally bankers acceptances, commercial paper, and negotiable time
certificates of deposit.

8. Principally the International Bank for Reconstruction and Development, and
the Inter-American and Asian Development Banks. Data exclude “‘holdings of
dollars'’ of the International Monetary Fund.

9. Foreign central banks, foreign central governments, and the Bank for
International Settlements.

10. Excludes central banks, which are included in ‘‘Official institutions.”
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1988 1989
Area and country 1985 1986 1987
Dec, Jan. Feb. Mar. Apr. May June?

TTotal ..o i 435,726 | 540,996 | 618,874 | 683,950 | 660,256 | 677,624 | 690,900 | 683,055" | 677,983 | 670,760

2 Foreign countries .......................ooiia 429,905 | 535,189 | 614,411 | 680,726 | 657,551 | 674,371 | 687,136 | 678,914" | 674,560 | 667,370

JEUIOPE . ..ottt e 164,114 | 180,556 | 234,641 | 235979 | 223,869 | 228,393 | 231,905 | 230,794" | 227,937 | 225,322
4 AUSHRIA . L i e . 693 1,181 920 1,155 1,129 1,777 1,436 1,608 1,387 1,531

5  Belgium-Luxembourg..................... . 5,243 6,729 9,347 10,028 8,991 10,508 9,316 10,1157 8,819 8,584
6 Denmark ...l . 513 482 760 2,180 1,833 2,082 1,639 1,615 1,642 1,177
7 Finland...............oo i . 496 580 377 284 375 560 527 397 432 450
8 France ............coiiiiiiiiiiiiii | 15,541 22,862 29,835 24,762 22,264 24,260 26,824 25,634" 24,199 23,799
9 Germany ..........coiiiiiiiiiiiies . 4,835 5,762 7,022 6,777 5,794 5,263 5,514 6,968 7,791 9,183
10 Greece ..ot . 666 700 689 672 919 933 760 927 1,172 889
11 Italy oo . 9,667 10,875 12,073 14,602 11,312 11,073 13,480 12,964 12,532 13,951
12 Netherlands........................0oie0 . 4,212 5,600 5,014 5316 5,248 6,011 5,600 56117 5,872 4,877
130 NOTWAY ..o i . 948 735 1,362 1,559 1,502 1,367 1,547 1,783 1,479 1,485
14 Portugal ..............coiiiiiiien . 652 699 801 903 870 813 831 824 985 1,089
15 Spain......ooviiiiniiiii e 2,114 2,407 2,621 5,494 5,750 5,174 4,902 5,795 5,415 5,077
16 Sweden.............oooiiiiiiiiiiiiiiiiiin 1,422 884 1,379 1,274 1,299 1,319 1,416 1,730 1,556 1,483
17 Switzerland . ... 29,020 30,534 33,766 34,183 32,519 31,659 29,815 29,249 | 28,653 29,264
18 Turkey....... .. . 429 454 703 1,012 939 1,246 1,023 1,051" 785 926
19  United Kingdo 76,728 85,334 | 116,852 | 115926 | 110,878 | 113,419 | 115325 | 111,492" | 112,456 | 106,755
20 Yugoslavia 673 630 710 529 489 434 440 465 478 558
21 Other Western Europ .. 9,635 3,326 9,798 8,598 10,906 9,929 10,730 11,519 11,650 13,477
22 USSR............ groree . 105 80 2 138 155 108 102 91" 193 164
23 Other Eastern Europe®.......................0 523 702 582 589 697 458 677 958 440 602
2 Canada. . ... e e 17,427 26,345 30,095 21,040 19,277 20,732 25,694 23,024" 18,332 17,492
25 Latin America and Caribbean..................... 167,856 | 210,318 | 220,372 | 266,295 | 257,809 | 263,344 | 264,598 | 266,440" | 270,562 | 265,940
26 ArgENtiNa. ... 6,032 4,757 5,006 7,804 7,629 6,836 6,415 6,280 6,487 6,316
27 Bahamas ......... .| 57,657 73,619 74,767 86,606 82,009 83,455 85,586 | 86,053 90,951 82,054
28 Bermuda ... . 2,765 2,922 2,344 2,621 2,381 2,545 2,513 2,377 2,451 2,397
29 Brazil............ 5373 4,325 4,005 5,304 4,675 4,829 4,925 5,554 5,302 5,025
30  British West Indies 42,674 72,263 81,494 109,335 107,026 | 110,989 110,809 | 111,968" { 111,451 116,365
31 Chite............. 2,049 2,054 2,210 2,936 2,969 2,975 3,063 2,933 2,988 2,705
32 Colombia......... 3,104 4,285 4,204 4,374 4,317 4,470 4,166 4,173" 4,033 4,091
33 Cuba............. 1 7 12 10 10 10 10 10 15 10
34 Ecuador............ 1,239 1,236 1,082 1,379 1,365 1,403 1,422 1,376 1,285 1,307
35 Guatemala.......... 1,071 1,123 1,082 1,195 1,236 1,259 1,271 1,272 1,232 1,219
36 Jamaica ............ 122 136 160 269 180 170 223 222 188 400
37 Mexico............. 14,060 13,745 14,480 15,106 15,273 14,867 14,625 14,278 13,988 13,963
38  Netherlands Antilles . 4,875 4,970 4,975 6,420 5,763 5,641 5,666 5,768" 6,071 6,311
39 Panama............. 7,514 6,886 7,414 4,353 4,284 4,497 4,388 4,355 4,454 4,255
40 Peru ... e 1,167 1,163 1,275 1,671 1,716 1,728 1,707 1,763 1,724 1,750
41  Uruguay.. . 1,552 1,537 1,582 1,898 2,011 2,142 2,243 2,263 2,344 2,429

42 Venezuela 11,922 10,171 9,048 9,146 9,159 9,532 9,489 9,565" 9,433 9,421

43 Other ...t 4,668 5,119 5,234 5,868 5,806 5,997 6,076 6,228" 6,164 5, 921
44 As(ijz;{_ .......................................... 72,280 | 108,831 121,288 147,246 | 146,594 151,237 154,900 | 148,724" | 147,357 148,320
ina
45 Mainland 1,607 1,476 1,162 1,892 1,566 1,602 1,588 1,809 1,652 1,421
46 Taiwan . 7,786 18,902 21,503 26,058 26,178 26,001 26,143 28,265 26,923 27,045
47  Hong Kong . 8,067 9,393 10,180 11,727 10,891 11,387 10,761 11,422 12,207 12,150
48 India............. . 712 674 582 696 689 838 900 1,787 1,009 811
49  Indonesia. 1,466 1,547 1,404 1,189 1,189 1,198 1,611 1,168 1,319 1,248
S0 Israel............. 1,601 1,892 1,292 1,471 1,217 1,366 1,156 973 1,103 1,087
51 Japan 23,077 47,410 54,322 73,989 75,337 77,407 83,020 72,715 70,451 70,833
§2 Korea............ 1,665 1,141 1,637 2,541 2,454 2,502 2,827 3,023 3,194 3,142
53 Philippines. . . 1,140 1,866 1,085 1,163 976 1,014 977 973" 991 984
54  Thailand 1,358 1,119 1,345 1,236 1,373 1,615 1,15% 1,165 1,162 1,274
55 Middle-East oil-exporting countries 14,523 12,352 13,988 12,060 12,426 12,372 12,029 12,098 13,476 13,797
56 Other ....ooviiviiiiii i s 9,276 1,058 12,788 13,225 12,298 13,935 12,737 13, 326" 13,872 14,528
57T Africa .. oo 4,883 4,021 3,945 3,991 3,690 3,793 3,717 3,665 3,807 3,929
58 Egypt............ . 1,363 706 1,151 913 771 819 756 721 702 748
59  Morocco.......... 163 92 194 68 % 69 60 82 68 67
60  South Africa...... 388 270 202 437 250 212 226 256 324 188
6] ZAINE ...\t s 163 74 67 85 74 75 77 73 92 98
62  Qil-exporting countries® . 1,494 1,519 1,014 1,017 1,024 1,121 1,062 1,017 879 1,084
63 Other ............... . 1,312 1,360 1,316 1,472 1,480 1,496 1,536 1,516 1,742 1,744
64 Other CoUNtries. . .....ovvriiiiiiiinerneaneennn.s 3,347 5,118 4,070 6,175 6,312 6,872 6,322 6,267 6,565 6,366
65 Australia ... 2,779 4,196 3,327 5,303 5,485 6,037 5,490 5,471 5,702 5,279
66 Allother..............oiiiiiiii 563 922 744 872 827 836 832 796 863 1,086
67 Nonmonetary international and regional
OrgamiZatioNs. ..o vvvvvi it 5,821 5,807 4,464 3,224 2,704 3,252 3,764 4,141" 3,423 3,39

68 International” ......... 4,806 4,620 2,830 2,503 1,725 2,106 2,546 2,682 2,456 2,628
69 Latin Amencagl regional. 894 1,033 1,272 589 747 732 995 981" 564 613
70 Otherregional®.............ccoiiiiiiiiiins 121 154 362 133 232 414 223 ATT 403 148

1. Includes the Bank for International Settlements and Eastern European 4. Compnses Algeria, Gabon, leya and Nigeria.
countries that are not listed in line 23. 5. Excludes ‘‘holdings of dollars’” of the International Monetary Fund.

2. Comprises Bulgaria, Czechoslovakia, the German Democratic Republic, 6. Asian, African, Middle Eastern, and European regional orgamzauons
Hungary, Poland, and Romania. except the Bank for International Seulements, which is included in *‘Other

3. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and Western Europe.’”

United Arab Emirates (Trucial States).
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3.18 BANKS’ OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States'
Payable in U.S. Dollars

Millions of doliars, end of period

1988 1989
Area and country 1985 1986 1987
Dec. Jan. Feb. Mar. Apr. May June?
PTotal ... e 401,608 | 444,745 | 459,877 | 491,083 | 481,711 | 493,175 | 503,875 | 494,869" | 490,976 | 488,541
2 Foreigncountries ......................c.oia.l. 400,577 | 441,724 | 456,472 | 489,012 | 479,132 | 491,270 | 501,836 | 493,173 | 487,280 | 485,527
FEUIOPE .. vtiiiii e i 106,413 | 107,823 | 102,348 | 117,053 | 107,477 | 113,814 | 116,279 | 111,156" | 112,990 | 112,162
4 ALSIR L. . 598 728 793 485 544 646 809 805 764 785
5 Belgium-Luxembourg............... 5,772 7,498 9,397 8,517 8,301 7.871 7.834 8,102 8,435 7,754
6 Denmark .............. . ... .. 706 688 717 480 410 790 548 770 470 774
7 Finland ........... ..o .. 823 987 1,010 1,065 9t 1 1,114 909 1,214 1,280 1,199
8 France ........... ... il .. 9,124 11,356 13,548 13,243 13,315 14,920 15,729 16,5107 16,078 15,561
9 Germany ..... e A .. 1,267 1,816 2,039 2,327 2,398 1,695 3,110 3,529" 3,959 3,689
10 Greece .. 991 648 462 433 448 517 586 561 595 574
11 Ttaly ....... 8,848 9,043 7,460 7,946 5,526 5,581 5,866 4,803" 5,627 6,763
12 Netherlands . 1,258 3,296 2,619 2,547 2,514 2,475 2,808 2,735 3,183 1,988
13 Norway .. e .. 706 672 934 455 472 601 432 551 567 667
14  Portugal ................oiiiiinn. . 1,058 739 477 374 339 331 367 281 37N 328
1S Spain ... R 1,908 1,492 1,853 1,823 2,182 2,153 2,133 2,624" 2,209 2,190
16 Sweden ............. i e 2,219 1,964 2,254 1,977 2,619 2,622 2,613 2,164 2,158 1,945
17 Switzerland ............... ... . 3,11 3,352 2,718 3,895 3,510 3,780 3,822 4,540" 3,975 5,482

18 Turkey ..............ocoiin .. 1,200 1,543 1,680 1,233 1,152 1,108 1,039 1,005 910 886

19 United Kingdom ................... . 62,566 58,335 50,823 65,702 58,065 62,469 62,877 56,057 | 58,105 56,931

20 Yugoslavia ........ ... 1,964 1,835 1,700 1,390 1,371 1,348 1,455 1,369 1,366 1,359
99

21 Other Western Europez ............... 8 539 619 1,152 1,275 1,560 1,262 1,415 966 1,231
22 USSR ........... FEERERTERRRRRRRPY .. 130 345 389 1,255 1,286 1,389 1,298 1,346 1,155 1,212
23 Other Eastern Furope” ........................ 1,107 948 852 754 838 845 780 775 820 844
24 Canada ... 16,482 21,006 25,368 18,889 16,733 18,079 19,042 19,150 16,072 16,076
25 Latin America and Caribbean ................. ... 202,674 | 208,825 | 214,789 | 214,074 | 210,436 | 210,538 | 220,767 | 219,894 | 218,143 | 218,259
26 Argentind ..........iiiiiee. v 11,462 12,091 11,996 11,826 11,880 11,802 11,616 11,516 11,381 10,840
27 Bahamas ... e 58,258 59,342 64,587 67,006 68,836 69,607 72,804 75,665 70,552 66,453
28 Bermuda ... e 499 418 471 483 475 535 707 361 449 473
29 Brazil ..o Lo 25,283 25,716 25,897 25,735 25,835 25,369 25,615 25,944" | 25,785 25,672
30 British West Indies ................. e 38,881 46,284 50,042 55,640 50,542 50,542 57,570 54,382" 58,142 63,858
31 Chile .......ooviiiiiiiii i e 6,603 6,558 6,308 5,217 5,156 5,141 5,335 5,224 5,266 4,893
32 Colombia ............... .. 3,249 2,821 2,740 2,944 2,867 2,813 2,746 2,661 2,600 2,581
33 Cuba ...... 0 0 1 1 1 1 1 2 1 1
34  Ecuador 2,350 2,439 2,286 2,075 2,048 2,026 2,032 2,025" 1,944 1,894
35 Guatemgla 194 140 144 198 185 188 199 210 207 200
36  Jamaica 224 198 188 212 214 202 251 266 265 286
37  Mexico ......... .. .. 31,799 30,698 29,532 24,636 24,445 24,387 24,187 24,077 24,036 23,645
38 Netherlands Antilles .......................... 1,340 1,041 980 1,312 1,222 1,150 1,005 1,009 1,000 1,220
39 Panama ... e 6,645 5,436 4,744 2,535 2,535 2,535 2,460 2,425" 2,475 2,449
40 Peru ....... .. 1,947 1,66} 1,329 1,013 1,01] 952 947 947 938 862
41  Uruguay ... .. 960 940 963 910 880 856 875 876 832 896
42 Venezuela 10,871 11,108 10,843 10,733 10,748 10,957 10,761 10,635 10,600 10,398
43 2,067 1,936 1,738 1,596 1,560 1,475 1,658 1,668 1,670 1,637
44 ASIA .. 66,212 96,126 | 106,096 130,867 | 135,839 140,041 137,055 | 134,477 | 131,633 130,279
China
Mainland ........... o 639 787 968 762 830 881 993 816 952 890
46 Taiwan .. e 1,535 2,681 4,592 4,184 3,902 3,960 4,179 3,952 3,715 4,033
47 Hong Kong 6,797 8,307 8,218 10,136 8,727 8,004 7,884 8,293 8,855 8,527
48 India ...... 450 k73| 510 560 645 628 563 425 411 532
49  Indonesia .. 698 723 580 674 669 735 649 726 682 677
50 Israel ...... 1,991 1,634 1,363 1,137 1,096 1,043 1,050 1,052" 1,045 1,020
5t Japan ...... .. 31,249 59,674 68,658 90,161 99,056 | 104,831 | 101,471 97,703 | 93,447 91,032
52 Korea ....... . 9,226 7,182 5,148 5219 4,961 4,891 5,183 5,198 5,338 5,386
53  Philippines ... . 2,224 2,217 2,071 1,876 1,847 1,900 1,913 1,839 1,810 1,763
54 Thailand ... 845 578 496 850 887 931 986 1,018" 975 1,058
55 Middle East oil-exporting countries . 4,298 4,122 4,858 6,182 5,371 4,681 5,409 5,237 5,522 6,602
56 Other Asia ........oviiiirii i 6,260 7,901 8,635 9,126 7,847 7,556 6,776 8,217" 8,881 8,759
57 Africa ....... .. .. 5,407 4,650 4,742 5,718 5.924 6,072 5,973 6,087 6,084 6,074
58 Egypt.... .. .. 721 567 521 507 495 567 543 541 541 534
59 Morocco ..... 575 598 542 S1t 524 532 541 532 538 531
60  South Africa . 1,942 1,550 1,507 1,681 1,688 1,718 1,702 1,742 1,753 1,746
61 Zaire ............... FERETERPR S 20 28 15 17 16 16 17 19 19 17
62  Qil-exporting countries® ............ e 630 694 1,003 1,523 1,534 1,522 1,481 1,474 1,504 1,503
63 Other ..o 1,520 1,213 1,153 1,479 1,666 1,717 1,690 1,778 1,729 1,743
64 Other countries ...........o.ouviiiarneeennenia, 3,3% 3,294 3,129 2,410 2,720 2,726 2,720 2,409 2,359 2,677
65  Australia e 2,413 1,949 2,100 1,517 1,711 1,686 1,685 1,505 1,167 1,307
66  All other 978 1,345 1,029 894 1,009 1,040 1,034 905" 1,192 1,371
67 Nonmonetary inte‘)’national and regional
organizations’ ... .o i, 1,030 3,021 3,404 2,071 2,579 1,905 2,039 1,696" 3,695 3,014
1. Reporting banks include all kinds of depository institutions besides commer- 4. Included in **Other Latin America and Caribbean’’ through March 1978.
cial banks, as well as some brokers and dealers. S. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
2. Includes the Bank for International Settlements, Beginning April 1978, also United Arab Emirates (Trucial States).
includes Eastern European countries not listed in line 23, 6. Comprises Algeria, Gabon, Libya, and Nigeria.
3. Beginning April 1978 comprises Bulgaria, Czechoslovakia, the German 7. Excludes the Bank for International Settlements, which is included in

Democratic Republic, Hungary, Poland, and Romania. “Other Western Europe.”
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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

1988 1989
Type of claim 1985 1986 1987
Dec. Jan Feb., Mar. Apr. May June”
PTotal. ..o 430,489 478,650 497,635 538,607 | ........ .. Vevens 557,054 | ....... . heereas 488,541
2 Banks’ own claims on foreigners........ 401,608 444,745 459,877 491,083 481,711 493,175 503,875 494,869 490,976 488,541
3 Foreign public borrgwers .. . 60,507 64,095 64,605 62,438 63,974 63,245 62,696 62,768 63,701 62,041
4 Own foreign offices”. .. .. 174,261 211,533 224,727 257,345 256,848 262,810 | 271,915 259,664 257,470 258,600
5 Unaffiliated foreign banks 116,654 122,946 127,609 129,413 119,040 124,495 130,075 131,228 130,536 126,510
6 Deposits 48,372 57,484 ! 65,819 58,389 62,616 66,553 69,445 67,569 66,769
7 Other..... ... . 68,282 65,462 66,922 63,594 60,650 61,879 63,522 61,783 62,967 59,741
8  All other foreigners.................. 50,185 46,171 42,936 41,886 41,850 42,626 39,189 41,209 39,269 41,390
9 Claims of banks’ domestic customers® . .. 28,881 33,905 37,758 L Y2 T O S3IA18 | oo | e
10 Deposits ..ooovviivniiniiiriains 3,335 4,413 3,692 8289 | ........ | ol 12084 | ..o o
11 Negotiable and readily transferable
instruments® . ... ... 19,332 24,044 26,696 25700 | ... ol 24960 | ... | o] e
12 Outstanding collections and other
claims. ... 6,214 5,448 7,370 13,535 | oo} v 16,134 | ... oo
13 Memo: Customer liability on
ACCEPIANCES ... vvt s v 28,487 25,706 23,107 19,556 | ........ ] ..., 7061 | oo oo | e
Dollar deposits in banks abroad,
reported by nonbanking busines
enterprises in the United States’ .... 38,102 43,984 40,587 43,360 46,294 47,715 47,237 47,918 49,587 n.a.

1. Data for banks' own claims are given on a monthly basis, but the data for
claims of banks’ own domestic customers are available on a quarterly basis only.

Reporting banks inciude all kinds of depository institutions besides commercial
banks, as well as some brokers and dealers.

2. U.S. banks: includes amounts due from own foreign branches and foreign
subsidiaries consolidated in '*Consolidated Report of Condition™ filed with bank
regulatory agencies. Agencies, branches, and mqjority-owned subsidiaries of
Sforeign banks: principally amounts due from head office or parent foreign bank,
and foreign branches, agencies, or wholly owned subsidiaries of head office or

parent foreign bank,

3. Assets owned by customers of the reporting bank located in the United
States that represent claims on foreigners held by reporting banks for the account
of their domestic customers.

4, Principally negotiable time certificates of deposit and bankers acceptances.

5. Includes demand and time deposits and negotiable and nonnegotiable
certificates of deposit denominated in U.S. dollars issued by banks abroad. For
desscjriptiun of changes in data reported by nonbanks, see July 1979 BULLETIN,
p. 550.

3.20 BANKS’ OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States'

Payable in U.S. Dollars
Millions of dollars, end of period

1988 1989
Maturity; by borrower and area 1985 1986 1987
June Sept. Dec. Mar.”
TTotal ..o e 227,903 232,295 235,130 228,219 230,401 233,152 231,328
By borrower
2 Maturity of 1 yearor less? ... .......ociiiiiiiiiii., 160,824 160,555 163,997 163,762 167,956 172,571 168,312
3 Foreign public borrowers . . 26,302 24,842 25,889 27,551 29,389 26,581 24,134
4 All other foreignerf ..... 134,522 135,714 138,108 136,211 138,567 145,990 144,178
5 Maturity over 1 year” ... .. 67,078 71,740 71,133 64,456 62,444 60,581 63,013
6  Foreign public borrowers .. 34,512 39,103 38,625 35,792 35,156 35,067 37,958
7  All other foreigners ..., .....c.oovviiiiiiiiiniain 32,567 32,637 32,507 28,664 27,288 25,514 25,036
By area
Maturity of 1 year or less?
BUFODPE « vt esi e 56,585 61,784 59,027 55,971 54,283 56,037 57,940
9 Canada...................... 6,401 5,895 5,680 6,664 6,410 6,283 5,118
10 Latin America and Caribbean . . 63,328 56,271 56,535 56,219 55,552 57,867 53,184
11 Asia... . . 27,966 29,457 35,919 38,902 42,375 46,160 45,632
12 Africa .. .. 3,753 2,882 2,833 2,914 3,120 3,336 3,610
13 Allotherd ..o o 2,791 4,267 4,003 3,092 6,216 2,888 2,831
Maturity of over 1 year2
14 BUIOPE oottt e 7,634 6,737 6,696 5,315 5,306 4,682 4,471
15 Canada ... 1,805 1,925 2,661 2,333 2,051 1,922 2,303
16  Latin America and Caribbean 50,674 56,719 53,817 49,755 48,274 47,572 49,778
17 Asid o oviiiiiiicc 4,502 4,043 3,830 3,622 3,933 3,603 3,689
18 Africa .., 1,538 1,539 1,747 2,433 2,257 2,301 2,293
19 AlOther ..ottt 926 777 2,381 998 625 501 480

1. Reporting banks include all kinds of depository institutions besides commer-

cial banks, as well as some brokers and dealers.

2. Remaining time to maturity.

3. Includes nonmonetary international and regional organizations.
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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
1987 1988 1989
Area or country 1985 1986
Mar June Sept. Dec Mar June Sept. Dec Mar.
FTTotal oo s 385.4 | 385.1 | 3954 | 384.6 | 387.7 381.4 | 371.9 | 351.9" | 355.1" | 350.0" | 352.1"
2 G-10 countries and Switzerland. .. ........... ... 146.0 | 156.6 | 162.7 | 158.1 155.2 160.0 | 157.77 | 1517 | 149.9" { 154.7" | 150.1"
Belgium-Luxembourg ....... 9.2 8.3 9.1 8.3 8.2 10.1 9.4 9.2" 9.6" 9.0 8.6
4 France............... 121 13.7 133 12.5 13.7 13.8 11.8" 11.0° 10.4" 10.7 1.2
5 Germany . 10.5 1.6 12.7 11.2 10.5 12.6 i1.8 10.6 8.8" 9.9 10.1"
6 Haly...... 9.6 9.0 8.7 7.5 6.6 7.3 7.4 6.2 5.4 6.6" 5.1
7 Netherlands . 3.7 4.6 4.4 7.3 4.8 4.1 3.3 33 3.0 2.8 2.9
8 Sweden... 2.7 2.4 3.0 2.4 2.6 2.1 2.2 1.9 2.0 2.0 24
9 Switzerland ..... 4.4 5.8 5.8 5.7 5.4 5.6 5.1 5.6 5.2 5.7 5.2
10 United Kingdom . 63.0 71.0 73.7 72.0 721 69.1 7217 | 706" | 68.0° | 667 66.4"
11 Canada......... 6.8 53 53 4.7 4.7 5.5 4.9 5.4 5.2 5.5 4.6
120 JAPAN. .. v e 239 249 26.9 26.3 26.5 298 29.9 279 | 24 35.9 336
13 Other developed countries ............. ... i, 29.9 25.7 25.7 25.2 25.9 26.2 26.3" 23.8" 2.8 20.9 20.8
14  Austria ... 1.5 1.7 1.9 1.8 1.9 1.9 1.6 1.6 1.6 1.6 1.4
15 Denmark. 2.3 1.7 1.7 1.5 1.6 1.7 1.4 1.0 1.1 10" 1.0
16  Finland 1.6 1.4 1.4 1.4 1.4 1.3 1.1 1.2 1.3 1.2 1.0
17 Greece. 2.6 2.3 2.1 2.0 1.9 2.0 23 2.2 2.1 1.9 2.2
t8  Norway.. 2.9 24 2.2 2.1 2.0 23 2.0 2.0 2.0 1.8 1.5
19 Portugal . 1.2 .8 9 .8 .8 .5 4 4 4 5 .5
20 Spain 5.8 5.8 6.3 6.1 7.4 8.0 9.0 7.2 6.3 6.2 6.3
21 Turkey .............. 1.8 1.8 1.7 1.7 1.5 1.6 1.6 1.5 1.3 1.3 1.0
22 Other Western Europe 2.0 1.4 1.4 1.5 1.6 1.6 2.0 1.7 1.9 13 1.4
23 South Africa ........ .. 3.2 3.0 3.0 3.0 2.9 2.9 2.8 28 2.7 2.4 2.2
24 Australia.......... oo 5.0 3.5 32 3.1 29 2.4 21 22 1.8 1.8 2.4
25 OPEC COUNTIEs®. . o\ vt eeiee e 21.3 19.3 20.0 18.8 19.0 17.1 17.4 16.7" 17.8" 16.5 16.3
26 Ecuador .. 2.1 2.2 2.1 2.1 2.1 1.9 1.9 1.8 1.8 1.7 1.7
27  Venezuel: 8.9 8.6 8.5 8.4 8.3 8.1 8.0 8.0 79 7.9 8.0
28 Indonesia......... 3.0 2.5 2.4 2.2 2.0 1.9 1.9 1.9 1.9 1.8 1.8
2% Middle East countries . 5.3 4.3 5.4 4.4 5.0 3.6 3.8" 3.4" 4.5 13 3.2
30 African countries ........... il 2.0 1.7 1.6 1.7 1.7 1.7 1.7 1.7 1.7 1.7 1.6
31 Non-OPEC developing countries ............cooeennienn.. 104.2 99.1 100.7 100.4 97.7 97.6 94.4 91.4" 87.1" 85.3 85.6
Latin America
320 ARgentina ... 8.8 9.5 9.5 9.5 9.3 9.4 9.5 9.4 9.2 8.9 8.4
33 Brazil.... 254 25.2 26.2 25.1 25.1 24.7 239 23.7 22.4 22.5 22.7
34 Chile.... 6.9 7.1 7.3 7.2 7.0 6.9 6.6 6.4 6.2 5.5 5.6
35 Colombia . 2.6 2.1 2.0 1.9 1.9 2.0 1.9 2.1 2.1 2.0 1.9
36  Mexico .. 23.9 23.8 24.1 253 24.8 23.7 225 21.1 20.6 19.0 18.2
37 Peru.............. 1.8 1.4 1.4 1.3 1.2 1.1 1.1 9 .8 8 7
38  Other Latin America . 34 3t 3.0 2.9 2.8 2.7 28 2.6 2.5 2.6 2.8
Asia
China
39 Mainland. ........ 0 o 5 4 9 6 3 3 4 3 2 3 .5
40 Taiwan ... 4.5 4.9 5.5 6.6 6.0 8.2 6.1 4.9 3.2 3.7 4.9
41 India .. 1.2 1.2 1.8 1.7 1.9 1.9 2.1 2.3 2.0 2.1 2.6
42 Israel......... 1.6 1.5 1.4 1.3 1.3 1.0 1.0 1.0 1.0 1.2 9
43 Korea (South) . 9.2 6.6 6.2 5.6 4.9 4.9 56 59 6.0 6.1 6.2
44 Malaysia...... 2.4 2.1 1.9 1.7 1.6 1.5 1.5 1.5 1.6 1.6 1.7
45 Philippines 5.7 5.4 5.4 5.4 5.4 5.1 5.1 4.9 4.7 4.5 4.3
46  Thailand .. 1.4 9 9 .8 N N 1.0 1.1 1.2 1.1 1.0
47 Other Asia . ...t i e 1.0 N 6 N 7 7 7 .8 8 9 8
Africa
48 Egypt.. . i 1.0 7 6 .6 6 .5 5 .6 .5 4 5
49  Morocco o .9 9 9 9 8 .9 9 9 8 9 9
50 Zaire ..... .. 1 .1 A 1 B .0 .1 1 0 0 £
51 Other Africa®. ........ ... ... i i 1.9 1.6 1.4 1.3 1.3 1.3 1.2 1.2 1.2 1.1 1.1
52 Eastern Europe.... ... 4.1 3.2 3.0 33 33 3.0 2.9 a1 3.0 3.6" 3.4"
53 USSR..... .1 1 A 3 .5 4 3 4 4 N N
54 Yugoslavia . 2.2 1.7 1.6 1.7 1.7 1.6 1.7 1.7 1.7 1.7 1.7
55 Other....ooii i s 1.8 1.4 1.3 1.3 1.2 1.0 9 1.0 1.0 117 1.1
56 Oftshore banking centers .................c.i i 62.9 61.3 63.1 60.7 643 54.3 517 | 430 474 | 458 | 50.9
57 Bahamas............... 21.2 22.0 2319 19.9 25.5 17.1 15.7 8.6 12.6" 10.8" 15.6
S8 Bermuda...............ioiceceeie N 7 .8 6 .6 6 8 1.0 9 8 1.0
59  Cayman Islands and other British West Indies . 11.6 12.4 12.2 14.0 12.8 13.3 1.8 10.5 12.3 14.0 14.4
1] Netherlqnds Antilles ... 22 1.8 1.7 1.3 1.2 1.2 1.3 1.2 1.2 1.0 9
61  Panama’........... 6.0 4.0 43 3.9 3.7 3.7 33 3.0 2.7 2.6 2.3
62 Lebanon.... A 1 N Nl .1 Nt 1 .1 .1 N .1
63  Hong Kong . 11.4 11.1 11.4 12.5 12.3 11.2 11.3 1.7 10.6 10.2 9.9
64 Singap?re e 9.8 9.2 8.6 8.3 8.1 7.0 74 6.8 7.0 6.2 6.7
65 Others® ... e 0 0 0 0 .0 0 0 .0 .0 .0 .0
66 Miscellancous and unallocated”. . ........................... 16.9 19.8 20.1 18.1 223 23.2 215 223 26.7 22.6" 24.5"

1. The banking offices covered by these data are the U.S, offices and foreign
branches of U.S.-owned banks and of U.S. subsidiaries of foreign-owned banks.
Offices not covered include (1) U.S. agencies and branches of foreign banks, and
(2) foreign subsidiaries of U.S. banks. To minimize duplication, the data are
adjusted to exclude the claims on foreign branches held by a U.S. office or another
foreign branch of the same banking institution. The data in 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 foreign branches).

2. Beginning with Junc 1984 data, reported claims held by foreign branches
have been reduced by an increase in the reporting threshold for *‘shell’” branches

from $50 mitlion to $150 million equivalent in total assets, the threshold now
applicable to all reporting branches.

3. This group comprises the Organization of Petroleum Exporting Countries
shown individually, other members of OPEC (Algeria, Gabon, Iran, Iraq, Kuwait,
Libya, Nigeria, Qatar, Saudi Arabia, and United Arab Emirates), and Bahrain and
Oman (not formally members of OPEC).

4. Excludes Liberia.

5. Includes Canal Zone beginning December 1979.

6. Foreign branch claims only.

7. Includes New Zealand, Liberia, and international and regional organiza-
tions.
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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

1987 1988 1989
Type, and area or country 1984 1985 1986
Dec. Mar. June Sept. Dec. Mar.
[ T I 29,357 27,825 25,587 28,303 29,792 30,283 32,244 33,013 36,492
2 Payable in dollars........... 26,389 24,296 21,749 22,785 24,339 25,131 27,215 27,817 31,052
3 Payable in foreign currencies 2,968 3,529 3,838 5,518 5,453 5,152 5,029 5,196 5,441
By type
4 Financial liabilities ..,.... ... ... ... ... .o 14,509 13,600 12,133 12,424 14,139 14,070 14,953 14,753 16,862
5 Payable in dollars ........ Lo 12,553 11,257 9,609 K 10,472 10,560 11,558 11,266 13,124
6  Payable in foreign currencies ............. .o 1,955 2,343 2,524 3,781 3,667 3,510 3,395 3,487 3,739
7 Commercial liabilities .................oooiioin 14,849 14,225 13,454 15,878 15,653 16,213 17,291 18,260 19,630
8  Trade payables ............... . 7,008 6,685 6,450 7,305 6,454 6,768 6,479 6,247 6,760
9 Advance receipts and other liabilities 7,843 7,540 7,004 8,573 9,200 9,446 10,812 12,014 12,870
10 Payable in dollars 13,836 13,039 12,140 14,142 13,867 14,571 15,657 16,551 17,928
11 Payable in foreign currencies 1,013 1,186 1,314 1,737 1,786 1,642 1,635 1,709 1,702
By area or country
Financial liabilities
120 BUIOPE i vttt 6,728 7,700 7917 8,320 9,377 9,215 10,353 9.559 11,855
13 Belgium-Luxembourg . ... 471 349 270 213 251 279 336 287 317
14 France ............ e 995 857 661 364 390 353 354 249 231
15 Germany ... . 489 376 368 551 553 503 488 548 kyp
16 Netherlands .. 590 861 542 884 1,008 880 1,014 897 951
17 Switzerland ... ... . 569 610 646 558 691 638 734 1,163 889
i8 United Kingdom .................... ... v 3,297 4,305 5,140 5,557 6,301 6,390 7,257 6,268 8,901
19 Canada .......oivu i 863 839 399 360 394 403 421 638 603
20 Latin America and Caribbean ....................... 5,086 3,184 1,944 1,189 1,452 1,448 1,057 1,239 677
21 Bahamas .................. el 1,926 1,123 614 318 289 250 238 184 189
22 Bermuda ... 13 4 4 0 0 0 0 0 0
23 Brazil ........ 35 29 32 25 0 0 0
24 British West Indies . 2,103 1,843 1,146 778 1,099 1,154 812 645 471
25 Mexico .. .....ov. Coe 367 15 22 13 15 26 2 1 15
26 Venezuela ....... .. . 137 3 0 0 2 0 0 \] 0
27 1,777 1,815 1,805 2,452 2,836 2,928 3.116 3,313 3,722
28 1,209 1,198 1,398 2,042 2375 2,331 2,462 2,563 2,950
29 155 82 8 8 1t 11 4 3 3
30 ABTCR oot 4 12 1 4 5 2 3 { 5
31 Oil-exporting Countries® .. .....ovveeeeeieiinnnn.. 0 0 1 1 k] | t 0 3
32 Allother® ..ot 41 50 67 100 75 74 3 2 2
Commercial liabilities
330 BEUIOPE o ovvvvtiiir i s 4,001 4,074 4,446 5,505 5619 5.722 6,687 7,274 7,692
34 Belgium-Luxembourg . . 48 62 101 132 154 147 205 169 133
35 France .............. e 438 453 352 426 414 408 438 455 569
36 Germany ... e 622 607 715 908 810 791 1,185 1,684 1,344
37 Netherlands 245 364 424 423 457 508 647 7
38 Switzerland ...... e 257 3719 8s 559 §27 482 486 410 451
39 United Kingdom ............ovooviiniiiiiii, 1,095 976 1,341 1,588 1,722 1,771 2,105 2,032 2,409
40 Canada ... 1,975 1,449 1,405 1,301 1,392 1,167 1,109 1,207 1,147
41  Latin America and Caribbean .. ..................... 1,871 1,088 R4 864 980 1,035 997 999 1,186
42 Bahamas sl 7 12 32 18 19 61 19 45 35
43 Bermuda ... . 114 77 156 168 325 272 222 184 376
44 Brazil ........ . 124 58 61 46 59 54 58 91 100
45 British West Indies . e 32 44 49 19 14 28 30 3t 29
46 Mexico .......... 586 430 217 189 164 233 177 179 197
47 Venezuela 636 212 216 162 122 140 204 176 179
A ASIZ L e 5,285 6,046 5,080 6,565 5,883 6,279 6,627 6,899 7,430
49 Japan ..o, 5 1,256 1,799 2,042 2,578 2,508 2,659 2,763 3,087 3,046
50 Middle East oil-exporting countries™ 2,372 2,829 1,679 1,964 1,062 1,320 1,298 1,386 1,526
51 Africa............... 588 587 619 574 575 626 465 564 692
52 Qil-exporting countries 233 238 197 135 139 1383 1065 201 271
53 All other? 1,128 982 980 1,068 1,204 1,383 1,407 1,317 1,482
1. For a description of the changes in the International Statistics tables, see 3. Comprises Algeria, Gabon, Libya, and Nigeria.
July 1979 BULLETIN, p. 550. . 4. Includes nonmonetary international and regional organizations.
2. Comprises Bahrain, Iran, Iragq, Kuwait, Oman, Qatar, Saudi Arabia, and 5. Revisions include a reclassification of transactions, which also affects the

United Arab Emirates (Trucial States). totals for Asia and the grand totals.
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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the
United States'

Millions of dollars, end of period

1987 1988 1989
Type, and area or country 1984 1985 1986
Dec. Mar. June Sept. Dec. Mar.
TTotal ... o 29,901 28,876 36,265 30,942 31,067 37,633 37,415 31,882 31,175
2 Payable indollars. ... 27,304 26,574 33,867 28,469 28,993 35,593 34,984 29,622 28,978
3 Payable in foreign currencies .................oiinl 2,597 2,302 2,399 2,473 2,074 2,040 2,431 2,260 2,198
By type
4 Financial claims ............... ... 19,254 18,891 26,273 20,341 20,304 26,265 26,327 20,233 19,472
5 DePOSItS ... s 14,621 15,526 19,916 14,953 12,693 19,551 19,127 14,556 14,736
6 Payable indollars ........... ...l 14,202 14,911 19,331 13,813 12,105 18,822 18,180 13,525 13,886
7 Payable in foreign currencies 420 615 585 l,l40 588 730 947 I,031 850
8  Other financial claims . 4,633 3,364 6,357 5,388 7,612 6,714 7,200 5,677 4,737
9 Payable in dollars . ...... 3,190 2,330 5,005 4,574 6,491 5,819 6,257 4,953 3,896
10 Payable in foreign currenc s. 1,442 1,035 1,352 814 1,120 895 942 724 841
11 Commercial claims ...............ciiiiiiiiininn. 10,646 9,986 9,992 10,600 10,763 11,367 11,088 11,649 11,703
12 Trade receivables................. 9,177 8,696 8,783 9,535 9,650 10,332 10,103 10,574 10,447
13 Advance payments and other claims 1,470 1,290 1,209 1,065 1,113 1,036 985 1,075 1,256
14 Payableindollars .............. ... 9.912 9,333 9,530 10,081 10,397 10,952 10,546 11,144 11,196
1S Payable in foreign currencies ....................... 735 652 462 519 366 415 542 505 507
By area or country
Financial claims
16 Burope .....coovviin it 5,762 6,929 10,744 9,523 9,812 11,514 10,534 9,867 9,037
17 Belgium-Luxembourg 15 10 41 7 15 16 49 10 7
18 France ........cccovviiinin.s 126 184 138 332 308 181 278 224 230
19 Germany ...........o.viiiinen 224 223 116 103 95 169 123 138 173
20 Netherlands ................. 66 161 151 351 335 336 359 345 384
21 Switzerland .................. 66 74 185 65 54 105 84 218 173
22 United Kingdom ................................ 4,864 6,007 9,855 8,455 8,790 10,428 9,311 8,578 7,758
23 Canada ..o 3,988 3,260 4,808 2,844 2,669 2,913 3,612 2,338 2,176
24  Latin America and Caribbean ....................... 8,216 7,846 9,291 6,994 6,451 10,842 11,130 6,951 7.188
25 Bahamas ................ 3,306 2,698 2,628 1,994 2,329 4,176 4,074 1,781 2,168
26 Bermuda . 6 6 6 7 43 87 188 19 25
27 Brazil ........... .. 100 78 86 63 86 46 44 47 49
28 British West Indies ........... .. 4,043 4,571 6,078 4,414 3,461 6,030 6,358 4,617 4,524
29 MEXICO .. vue e e 215 180 174 172 154 147 133 151 117
30 Venezuela .........coiviiiiiiiiiiiii 125 48 21 19 35 28 27 22 26
31 ASIA L 961 731 1,317 883 1,296 878 930 801 929
32 Japan ... 353 475 999 605 1,133 646 737 603 685
33 Middle East oil-exporting countries® ............... 13 4 7 10 7 6 6 6 8
34 AfriCa ..o 210 103 85 65 53 60 96 107 91
35 Qil-exporting COURLTIES® ..o vereeriiiinnn, 85 29 28 7 7 10 9 10 9
36 Allother' ... .. i 117 21 28 3 24 58 26 169 51
Commercial claims
37 BUIOPE .ttt 3,801 3,533 3,725 4,180 4,170 4,694 4,286 4,835 4,793
38 Belgium-Luxembourg 165 175 133 178 193 158 171 174 198
39 France ...................... 440 426 431 650 552 684 542 665 750
40 Germany ... 374 346 444 562 637 773 613 590 626
4] Netherlands ................. 335 284 164 133 150 172 145 207 156
42 Switzerland . ........... ... 271 284 217 185 173 262 183 317 242
43 United Kingdom .....................ooil 1,063 898 999 1,073 1,059 1,095 1,172 1,181 1,208
44 Canada ... 1,021 1,023 934 936 1,166 937 977 970 1,096
45  Latin America and Caribbean .. 2,052 1,753 1,857 1,930 1,930 2,067 2,104 2,143 2,031
46 Bahamas . 8 13 28 19 14 13 12 3 32
47 Bermuda ......... oo i 15 93 193 170 171 174 161 156 175
48 Brazil ........cooiiii 214 206 234 226 209 232 234 296 275
49 British West Indies ............................. 7 6 39 26 24 25 2 20 21
50 MEXICO « ottt 583 510 412 368 374 411 463 457 476
51 Venezuela .......o.vviiiiiiiiiiiiiii 206 157 237 283 274 304 266 226 210
520 ASIB o 3,073 2,982 2,755 2,915 2,853 2,994 3,026 2,944 3,110
53 Japan ..o 1,191 1,016 881 1,158 1,107 1,168 962 928 1,054
54 Middle East oil-exporting countries® ............... 668 638 563 450 408 446 437 441 421
55 AfTICA ... e 470 437 500 401 419 425 425 434 386
56 Oil-exporting countries® .......................... 134 130 139 144 126 136 137 122 94
ST Allother* . ... 229 257 22 238 225 250 270 324 286
1. For a description of the changes in the International Statistics tables, see 3. Comprises Algeria, Gabon, Libya, and Nigeria.
July 1979 BULLETIN, p. 550. 4, Includes nonmonetary international and regional organizations.

2. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
United Arab Emirates (Trucial States).
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3.24 FOREIGN TRANSACTIONS IN SECURITIES
Millions of dollars
1989 1988 1989
Transactions, and area or country 1987 1988
Jﬁ:’d; Dec Jan, Feb. Mar Apr. May June ”
U.S. corporate securities
STocks
1 Foreign purchases ..............cc..cooooianien. 249,122 181,048 | 102,318 11,224 11,923 18,384 15,811 14,079 17,902 24,220
2 Foreignsales ...........c.coviiiiiiiiiininian. 232,849 183,039 97,426 12,467 11,789 18,495 15,442 14,235 16,838 20,627
3 Net purchases, orsales (=) ...................... 16,272 -1,991 4,892 —-1,243 134 -111 370 —157 1,063 3,593
4 Forelgneoumtries ... ......... ................ 16,321 -1,816 5118 | —1,198 167 -81 507 —150 1,065 3,611
SEUOPE vt e 1,932 -3,353 176 -7 -99 —126 71 182 ~-286 434
6 France ... .. 905 —281 297 —64 38 159 70 168 —123 =15
7  Germany ..... =70 218 —206 -53 30 59 59 16" —215 ~155
8 Netherlands .. 892 —535 21 —1 128 -64 4 -125 —69 147
9  Switzerland ... ... —1,123 -2,242 | -1,982 -273 —-345 —1,181 91 —141 —292 ~114
10  United Kingdom .. 631 —954 1,879 —424 74 800 —107 288 495 329
11 Canada .. 1,048 1,087 116 274 320 —-361 130 —66 =75 168
12 Latin Am ca and Caribbean 1,318 1,249 2,470 —21 599 575 636 104 389 167
13 Middle East’ ................. —-1,360 | -2,473 1,924 -132 -100 265 220 —345 206 1,679
14 Other Asia 12,896 1,365 180 -567 -603 —544 —536 —28 784 1,108
15 Japan.. 11,365 1,922 361 —407 -563 —487 —458 -16 763 1122
16 Africa ..... . 123 188 63 -1 29 4 S 10 -1 16
17 Other countries ..., 365 121 190 19 21 106 =19 -7 50 40
18 Nonmonetary international and
regional orgamizations ....................... —48 -176 ~227 —45 -33 -30 -137 -6 -2 —18
Bonps?
19 Foreign purchases .............c.cooviiiiiinin, 105,856 86,362 55,083 8,423 6,137 9,610 10,423 9,736 8,329 10,848
20 Foreignsales ............ . ccviviiiiiiiianinon, 78,312 58,301 39,580 4,441 4,757 4,736 7,025 5.270 8,776 9,016
21 Net purchases, or sales (=) ...................... 27,544 28,062 15,503 3,982 1,380 4,874 3,398 4,466" —447 1,832
22 Foreigncountries ...................cccoiuiia.., 26,804 28,604 15,230 3,978 1,360 4,908 3,358 4,465" -570 1,709
23 BUTOPE « o ovvviiriiii it 21,989 17,338 10,527 2,560 499 2,055 2,794 3,102 -55 2,133
24 France .. . 194 143 257 —130 107 41 —16 27 93 6
25 Germany . 33 1,344 5 5 s 38 148 135 —170 - 162
26  Netherlands 269 1,514 525 17 30 —21 69 51 9 386
27 Switzerland ... .. 1,587 513 131 273 130 131 4 90 —114 —110
28  United Kingdom 19,770 13,088 9,258 2,468 149 1,751 2,578 2,252 665 1,862
29 Canada ......ooovuiiniains 1296 711 509 178 180 129 213 115 59 —188
30 Latin Amerii:a and Caribbean .. 2,857 1,930 1,813 240 229 651 30t 219 136 277
3] Middle East' ................. -1,314 -178 —589 159 -~128 160 87 3 —100 —611
32 Other Asia 2,021 8,900 2,862 840 552 1,893 —50 990 —615 93
33 Japan ... 1,622 7,686 1,504 746 392 1,567 —285 608 =722 —57
34 Africa .......... . 16 -8 1N 0 3 2 5 4 0 1
35 Other countries ..............ocivviininennann. —61 -89 93 2 24 18 8 33 5 4
36 Nonmonetary international and
regional organizations ................ ... ... 740 —542 273 3 20 -34 41 1 122 123
Foreign securities
37 Stocks, net purchases, or sales (=) ............... 1,081 —1,901 —6,091 —1,102 —891 -629 —147 --962" -1,332 -2,130
38  Foreign purchases ...........ccooveviiriani.. 95,458 75,203 47,980 7,472 6,856 8,070 9,477 6,724" 7,795 9,058
39 Foreignsales ..............ccooiiiiiiiiiii, 94,377 77,104 | 54,072 8,573 7,748 8,698 9,624 7.687" 9,127 11,188
40 Bonds, net purchases, orsales (=) ............... —7,946 -9,869 | —3,201 -1,720 —247 —484 —653 —-176" ~111 1,530
41  Foreign purchases .............. 199,089 | 217,648 | 111,325 20,510 14,835 18,711 23,395 15,951" 17,519 20,914
42  Foreignsales .................cooiil 207,035 | 227,517 | 114,526 22,230 15,083 19,195 24,047 16,127 17,630 22,444
43 Net purchases, or sales (—), of stocks and bonds . ... -6,865 | —~11,770 —9,292 -2,822 —1,139 -1,112 —800 —~1,138" | ~1,443 -3,660
44 Forelgn cOURtries ................cc.ooeeuiinenn.. —6,757 | —12,251 | -9,748 | —2,916 | —1,105 { —1,190 -992 | —~1,331" | ~1,660 | —3,460
45 BUIOPE .+ttt n e aiie i —12,101 { ~10,205 —9,449 —1,543 ~80 —797 -1,399 -1,734 ~1,542 —3,897
46 Canada ...................... —4,072 -3,799 | -2,542 —658 —378 -530 —584 191 —558 ~683
47 Latin America and Caribbean . . 828 1,386 436 -32 68 79 161 195 —94 27
48 Asia ..o 9,299 987 1,889 ~189 ~872 —34 885 70" 701 1,138
49 Africa .......... 89 —54 10 —33 6 -9 ~16 11 14 3
50 Other countries ..............c.coovnenn.. —800 —-567 -93 ~461 139 100 —40 —65 —181 —47
51 Nonmonetary international and
regional organizations ................ .. .. ... ~108 481 456 94 -23 78 192 193 216 —-200

1. Comprises oil —exporting countries as follows: Bahrain, Iran, Iraq, Kuwait,

Oman, Qatar, Saudi Arabia, and United Arab Emirates (Trucial States).

2. Includes state and local government securities, and securities of U.S.
government agencies and corporations. Also includes issues of new debt securi-

tigs sold abroad by U.S. corporations organized to finance direct investments
abroad.
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3.25 MARKETABLE U.S. TREASURY BONDS AND NOTES Foreign Transactions

Millions of dollars

1989 1988 1989
Country or area 1987 1988
Jf‘?r"; Dec. Jan. Feb. Mar. Apr. May June”
Transactions, net purchases or sales (—) during periodl
1 Estimated total? . ................oiiiiiiiiii s 25,587 | 48,884 21,619 384 | 2,828 8,783 | 8,640 29 7,012 | —5,672
2 Foreign COUNTIESE .. ..ttt 30,889 | 48,187 | 20,266 2,384 2,040 9,907 | 8,297 291 5,494 | —5,762
3 Eur()pe2 ................................................. 23,716 14,343 9,384 330 | 2,141 3,775 2,143 ~1,814 4,472 | —-1,333
4 Belgium—!duxembourg ............. 653 923 126 -% 9 127 -23 —87 88 13
5 Germany® ....................... 13,330 | —5,268 | —1,252 -374 938 =31 | -181 —693 =179 | —1,106
6 Netherlands =913 -356 | —1,328 -114 268 135 242 —643 —-638 -692
7 Sweden ..,... 210 —323 650 118 1 -115 297 | —508 398 —-69 647
8  Switzerland? 1,917 | ~1,074 3,155 —-18 214 438 1,768 440 -83 378
9  United Kingdom ............... 3,975 9,674 4,803 -232 | -348 1,533 | 1,207 | —1,298 3,847 -137
10 Other Western Europe ............ 4,563 10,776 3,246 1,054 1,175 1,277 -363 74 1,511 —-428
11 Eastern Europe .................. =19 —10 —-16 ~15 0 0 0 -5 -5 -6
12 Canada ... ..o e 4,526 3,761 -236 788 54 17 —-55 114 157 ~523
13 Latin America and Caribbean ............c.ovviiiiiiinnn., -2,192 703 863 -104 -104 525 113 —-132 —-179 641
14 Venezuelit ........uvniniuireiiiiiiiiiiiiiiiiiis 150 -109 -107 0 ~37 1 —53 —-18 0 1
15 Other Latin America and Caribbean ...................... —1,142 1,120 —-108 140 | -163 247 132 231 -78 —-16
16  Netherlands Antilles ...... ... .o, —1,200 —308 1,078 —244 9% 276 34 117 101 656
17 ASIA .« et 4,488 | 27,606 | 10,120 1,021 626 5,955 | 5,659 1,743 1,734 | —5,595
18  Japan 868 | 21,752 943 -157 116 2,503 | 1,855 2,624 , —17,800
19 Africa .. . —-56 =13 107 =7 -1 15 =2 32 -3 66
20 Allother ... e 407 1,786 28 358 | —676 -379 439 350 —687 982
21 Nonmonetary international and regional organizations ........ -5,300 700 1,355 | —2.000 788 —-1,124 344 -262 1,519 90
22 International ... .o e —4,387 1,142 959 | —2,019 777 | -1L072 424 -252 1,335 -253
23 Latin America regional .......... ... ... oo 3 =31 222 10 0 -10 -8 -2t 70 191
Memo
24 Foreign COUMTIES & o v v vttt es et e et 30,889 | 48,187 | 20,266 2,384 | 2,040 9,907 | 8,297 291 5,494 | —5,762
25  Official inslitlitions 31,064 | 26,624 11,401 2,243 2,019 4,299 | 6,549 —842 | —1,068 444
26  Other foreign® ... ... . .t —181 21,560 8,865 141 21 5,609 1,747 1,133 6,561 { —6,206
Oil-exporting %oumrics

27 Middle East’ .. ..o -3,142 1,963 6,199 1,090 129 3,560 | 2,607 —-471 -299 672
28 Africa® 16 1 0 0 0 0 0 0 0

1. Estimated official and private transactions in marketable U.S. Treasury

securities with an original maturity of more than | year. Data are based on
monthly transactions reports. Excludes nonmarketable U.S. Treasury bonds and
notes held by official institutions of foreign countries.

2. Includes U.S. Treasury notes publicly issued to private foreign residents
denominated in foreign currencies.

3. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
United Arab Emirates (Trucial States).
4. Comprises Algeria, Gabon, Libya, and Nigeria.



3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Percent per year

Interest and Exchange Rates

A6Y

Rate on Aug. 31, 1989 Rate on Aug. 31, 1989 Rate on Aug. 31, 1989
Country M Country Country
- onth . Month . Month
Percent effective Percent effective Percent effective
Austria........oooona. 6.0 June (989 France'................. 8.75 June 1989 Norway................. 8.0 June 1983
Belgium 9.25 June 1989 | Germany, Fed. Rep. of ... 5.0 June 1989 Switzerland . .. .. 5.5 July 1989
Brazil . . 49.0 Mar. 1981 . 13.5 Mar. 1989 | United Kingdom? ........ [ ....... | .........
Canada. .. e 12.40 Aug. 1989 .. 3.25 May 1989 Venezuela............... 8.0 Oct. 1985
Denmark ............... 8.0 June 1989 Netherlands . ............ 6.0 June 1989

1. As of the end of February 1981, the rate is that at which the Bank of France

discounts Treasury bills for 7 to 10 days.

2. Minimum lending rate suspended as of Aug. 20, 1981.
Note. Rates shown are mainly those at which the central bank either discounts

3.27 FOREIGN SHORT-TERM INTEREST RATES

Percent per year, averages of daily figures

or makes advances against eligible commercial paper and/or government com-
mercial banks or brokers. For countries with more than one rate applicable to
such discounts or advances, the rate shown is the one at which it js understood the
central bank transacts the largest proportion of its credit operations,

1989
Country, or type 1986 1987 1988

Feb. Mar. Apr. May June July Aug.

| Eurodollars .......................... 6.70 7.07 7.86 9.61 10.18 10.01 9.66 9.28 8.86 8.71
2 United Kingdom . 10.87 9.65 10.28 12,97 13.00 13.09 13.08 14.17 13.91 13.86
3 Canada......... 9.18 8.38 9.63 11,69 12.22 12.58 12.44 12.35 12.24 12.30
4 Germany..... 4,58 3.97 4.28 6.36 6.57 6.42 6.96 6.93 7.00 6.99
5 Switzerland ... 4,19 3.67 2.94 5.69 5.75 6.05 7.26 7.09 6.92 7.01
5.56 5.24 4.72 6.75 6.88 6.70 7.30 7.11 7.07 7.15

7.68 8.14 7.80 9.1l 9.07 8.61 8.81 8.89 9.05 8.95

12.60 11.15 11.04 12.26 12.88 12.21 12.27 12.35 12.46 12.48

8.04 7.01 6.69 8.04 8.28 8.17 8.45 8.51 8.46 8.44

4.96 3.87 3.96 4.21 4.21 4.20 4.25 4,46 4.71 4.80

NoTE. Rates are for 3-month interbank loans except for Canada, finunce company paper; Belgium, 3-month Treasury bills; and Japan, Gensaki rate.
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3.28 FOREIGN EXCHANGE RATES'

Currency units per dollar

1989
Country/currency 1986 1987 1988
Mar. Apr. May June July Aug.
| Australia/dollar® ... ................... .. 67.093 70.136 78.408 81.69 80.35 77.36 75.61 75.66 76.26
2 Austria/schilling .............. 15.260 12.649 12.357 13.148 13.161 13.691 13.912 13.308 13.571
3 Belgium/franc .. 44.662 37.357 36.783 39.136 39.148 40.723 41.414 39.559 40.313
4 Canada/dollar. 1.3896 1.3259 1.2306 1.1954 1.1888 1.1925 1.1986 1.1891 1.1756
S China, P.R./yuan . . 3.4615 3.7314 3.7314 3.7314 3.7314 3.7314 3.7314 3.7314 3.7314
6 Denmark/krone..................000 8.0954 6.8477 6.7411 7.2912 7.2803 7.5820 7.7087 7.3527 7.4942
7 Finland/markka................... .. ... 5.0721 4.4036 4.1933 4.2994 4.1961 4.3409 4.4302 4.2699 4.3508
8 France/franc.................. 6.9256 6.0121 5.9594 63321 6.3223 6.5815 6.7135 6.4105 6.5089
9 Germany/deutsche mark 2.1704 1.7981 1.7569 1.8686 1.8697 1,9461 1.9789 1.89%01 1.9271
10 Greece/drachma .............. 139.93 135.47 142.00 157.34 159.23 165.41 170.42 163.84 166,18
11 Hong Kong/dollar............. 7.8037 7.7985 7.8071 7.796% 7.7828 7.7799 7.7934 7.8040 7.8077
12 India/rupee.,................. 12.597 12.943 13.899 15.467 15.718 16.102 16.420 16.416 16.603
13 Ireland/punt® . ... ... 134.14 148.79 152.49 142.84 142,67 137.39 134.92 141.26 138.43
14 Italy/lira ... 1491.16 1297.03 1302.39 1372.50 1371.80 1415.83 1434.40 1367.39 1384.22
15 Japan/yen .. .. 168.35 144.60 128.17 130.55 132.04 137.86 143.98 140.42 141.35
16 Malaysia/rinfgn ............... 2.5830 2.5185 2.6189 2.7535 2.7211 2.6967 2.7086 2.6809 2.6820
17 Netherlands/guilder 2.4484 2.0263 1.9778 2.1085 2.1098 2.1938 2.2292 2.1318 2.1728
18 New Zealand/dollar 52.456 59.327 65.558 61.547 61.167 60.718 57.376 57.537 59.201
19 Norway/krone .. .............. .. 7.3984 6.7408 6.5242 6.8059 6.7964 7.0337 7.1852 6.9480 7.0485
20 Portugalfescudo, ............... ... .. ... 149.80 141.20 144.26 154.05 154.54 160.71 164.92 158.31 i61.15
21 Singapore/dollar ... ... ... .o 2.1782 2.1059 2.0132 1.9407 1.9497 1.9575 1.9572 1.9589 1.9595
22 South Africa/rand . ............ .. 2.2918 2.0385 2.1900 2.5393 2.5480 2.6710 2.7828 2.6909 2.7220
23 South Korew/won ............. 884.61 825.93 734.51 675.68 672.10 669.25 669.43 669.83 671.06
24 Spain/peseta. ., . 140.04 123.54 116.52 116.40 116.146 121.39 126.55 118.73 120.64
25 Sri Lanka/rupee 27.933 29.471 31.847 33.416 34.021 34,145 33.475 34.764 34.256
26 Sweden/krona . . .. 7.1272 6.3468 6.1369 6.3933 6.3689 6.5756 6.6872 6.4653 6.5490
27 Switzerland/franc ............. 1.7979 1.4918 1.4642 16110 1.6469 1.7290 1.7089 1.6281 1.6606
28 Taiwan/dollar. ................ 37.837 31.756 28.636 27.591 26.998 25.788 26.023 25.816 25.679
29 Thailand/baht. .. .............. e 26.314 25.774 25.312 25.542 25.524 25.757 25.909 25771 25.910
30 United Kingdomlpuundz ................. 146.77 163.98 178.13 171.34 170.08 163.07 155.30 162.68 159.46
MEemo
31 United States/dollar® .................... 112.22 96.94 92.72 96.99 97.24 100.81 103.09 9.12 100.44

inside front cover.

2. Value in U.S. cents.
3. Index of weighted-average exchange value of U.S. dollar against the

1. Averages of certified noon buying rates in New York for cable transfers.
Data in this table also appear in the Board’s G.5 (405) release. For address, see

currencies of 10 industrial countries. The wei};ht for each of the 10 countries is the

ivided by the average world trade of
all 10 countries combined. Series revised as of August 1978 (see FEDERAL
RESERVE BULLETIN, vol. 64, August 1978, p. 700).

1972-76 average world trade of that country



ATl
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GUIDE TO TABULAR PRESENTATION

Symbols and Abbreviations

¢ Corrected

e Estimated

p  Preliminary

T Revised (Notation appears on column heading when
about half of the figures in that column are changed.)

*

Amounts insignificant in terms of the last decimal place
shown in the table (for example, less than 500,000
when the smallest unit given is millions)

General Information

Minus signs are used to indicate (1) a decrease, (2) a negative
figure, or (3) an outflow.

“U.S. government securities”’ may include guaranteed
issues of U.S. government agencies (the flow of funds figures
also include not fully guaranteed issues) as well as direct

0 Calculated to be zero

n.a. Not available

n.e.c. Not elsewhere classified

IPCs Individuals, partnerships, and corporations
REITs Real estate investment trusts

RPs Repurchase agreements

SMSAs Standard metropolitan statistical areas

Cell not applicable

obligations of the Treasury. ‘‘State and local government’’
also includes municipalities, special districts, and other po-
litical subdivisions.

In some of the tables, details do not add to totals because
of rounding.
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JosepH W, MosMILLER, Baltimore, Maryland
Louis H. PEPPER, Seattle, Washington
MARION O. SANDLER, Qakland, California
CHARLES B. Stuzin, Miami, Florida
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Federal Reserve Board Publications

For ordering assistance, write PUBLICATIONS SER-
VICES, MS-138, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551 or telephone (202) 452-
3244. When a charge is indicated, payment should accom-
pany request and be made payable to the Board of Governors
of the Federal Reserve System. Payment from foreign resi-
dents should be drawn on a U.S. bank.

THE FEDERAL RESERVE SYSTEM—PURPOSES AND Func-
TIONS. 1984, 120 pp.

ANNUAL REPORT.

ANNUAL REPORT: BUDGET REVIEW, 198889,

FEDERAL RESERVE BULLETIN. Monthly. $25.00 per year or
$2.50 each in the United States, its possessions, Canada,
and Mexico. Elsewhere, $35.00 per year or $3.00 each.

BANKING AND MONETARY STATISTICS. 1914-1941. (Reprint
of Part I only) 1976. 682 pp. $5.00.

ANNUAL STATISTICAL DIGEST

1974-78. 1980. 305 pp. $10.00 per copy.
1981. 1982. 239 pp. $ 6.50 per copy.
1982, 1983. 266 pp. $ 7.50 per copy.
1983. 1984, 264 pp. $11.50 per copy.
1984. 1985. 254 pp. $12.50 per copy.
1985. 1986. 231 pp. $15.00 per copy.
1986. 1987. 288 pp. $15.00 per copy.
1987. 1988. 272 pp. $15.00 per copy.

SELECTED INTEREST AND EXCHANGE RATES—WEEKLY SE-
RIES OF CHARTS. Weekly. $30.00 per year or $.70 each in
the United States, its possessions, Canada, and Mexico.
Elsewhere, $35.00 per year or $.80 cach.

THE FEDERAL RESERVE AcT and other statutory provisions
affecting the Federal Reserve System, as amended
through August 1988. 608 pp. $10.00

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FED-
ERAL RESERVE SYSTEM.

ANNUAL PERCENTAGE RATE TABLES (Truth in Lending—
Regulation Z) Vol. I (Regular Transactions), 1969, 100
pp. Vol. II (Irregular Transactions). 1969. 116 pp. Each
volume $2.25; 10 or more of same volume to one
address, $2.00 each.

INTRODUCTION TO FLOW OF FUNDS. 1980. 68 pp. $1.50 each;
10 or more to one address, $1.25 each.

FEDERAL RESERVE REGULATORY SERVICE. Looseleaf; up-
dated at least monthly. (Requests must be prepaid.)

Consumer and Community Affairs Handbook. $75.00 per
year,

Monetary Policy and Reserve Requirements Handbook.
$75.00 per year.

Securities Credit Transactions Handbook. $75.00 per year.

The Payment System Handbook. $75.00 per year.

Federal Reserve Regulatory Service. 3 vols. (Contains all
three Handbooks plus substantial additional material.)
$200.00 per year.

Rates for subscribers outside the United States are as
Sfollows and include additional air mail costs:

Federal Reserve Regulatory Service, $250.00 per year.

Each Handbook, $90.00 per year.

THE U.S. ECONOMY IN AN INTERDEPENDENT WORLD: A
MULTICOUNTRY MODEL, May 1984. 590 pp. $14.50 each.

WELCOME TO THE FEDERAL RESERVE. MARCH 1989. 14 PP.

PROCESSING AN APPLICATION THROUGH THE FEDERAL RE-
SERVE SYSTEM. August 1985. 30 pp.

INDUSTRIAL PRODUCTION—1986 EDITION. December 1986.
440 pp. $9.00 each.

FinanciAL FUTURES AND OpTIONS IN THE U.S. EcoNnoMY.
December 1986. 264 pp. $10.00 each.

CONSUMER EDUCATION PAMPHLETS

Short pamphlets suitable for classroom use. Multiple copies
are available without charge.

Consumer Handbook on Adjustable Rate Mortgages
Consumer Handbook to Credit Protection Laws
Federal Reserve Glossary
A Guide to Business Credit and the Equal Credit Opportunity
Act
A Guide to Federal Reserve Regulations
How to File A Consumer Credit Complaint
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
Organization and Advisory Committees
A Consumer’s Guide to Mortgage Lock-Ins
A Consumer’s Guide to Mortgage Closings
A Consumer’s Guide to Mortgage Refinancing
Making Deposits: When Will Your Money Be Available?
When Your Home is on the Line: What You Should Know
About Home Equity Lines of Credit

PAMPHLETS FOR FINANCIAL INSTITUTIONS
Short pamphlets on regulatory compliance, primarily suit-
able for banks, bank holding companies, and creditors.

Limit of 50 copies

The Board of Directors’ Opportunities in Community Rein-
vestment

The Board of Directors’ Role in Consumer Law Compliance

Combined Construction/Permanent loan Disclosure and
Regulation Z

Community Development Corporations and the Federal Re-
serve

Construction Loan Disclosures and Regulation Z

Finance Charges Under Regulation Z

How to Determine the Credit Needs of Your Community

Regulation Z: The Right of Rescission

The Right to Financial Privacy Act
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Signature Rules in Community Property States: Regulation B

Signature Rules: Regulation B

Timing Requirements for Adverse Action Notices: Regula-
tion B

What An Adverse Action Notice Must Contain: Regulation B

Understanding Prepaid Finance Charges: Regulation Z

STAFF STUDIES: Summatries Only Printed in the
Bulletin

Studies and papers on economic and financial subjects that

are aof general interest. Requests to obtain single copies of

the full text or to be added 1o the mailing list for the series

may be sent to Publications Services.

Staff Studies 114-145 are out of print.

146. THE ROLE OF THE PRIME RATE IN THE PRICING OF
BusINEss L.oaNs By COMMERCIAL BANKS, 1977-84, by
Thomas F. Brady. November 1985. 25 pp.

147. REVISIONS IN THE MONETARY SERVICES (DIvVISIA)
INDEXES OF THE MONETARY AGGREGATES, by Helen
T. Farr and Deborah Johnson. December 1985.
42 pp.

148. THE MACROECONOMIC AND SECTORAL EFFECTS OF THE
EconoMic REcOVERY TAX AcT: SOME SIMULATION
RESULTS, by Flint Brayton and Peter B. Clark. Decem-
ber 1985. 17 pp.

149, THE OPERATING PERFORMANCE OF ACQUIRED FIRMS IN
BANKING BEFORE AND AFTER ACQUISITION, by Stephen
A. Rhoades. April 1986. 32 pp.

150. STATISTICAL COST ACCOUNTING MODELS IN BANKING:
A REEXAMINATION AND AN APPLICATION, by John T.
Rose and John D. Wolken. May 1986. 13 pp.

151. RESPONSES TO DEREGULATION: RETAIL DEPOSIT PRIC-
ING FROM 1983 THROUGH 1985, by Patrick [. Mahoney,
Alice P. White, Paul F. O’Brien, and Mary M.
McLaughlin. January 1987. 30 pp.

152. DETERMINANTS OF CORPORATE MERGER ACTIVITY: A
REVIEW OF THE LITERATURE, by Mark J. Warshawsky.
April 1987. 18 pp.

153. SToCcK MARKET VOLATILITY, by Carolyn D. Davis and
Alice P. White. September 1987. 14 pp.

154. THE EFFECTS ON CONSUMERS AND CREDITORS OF PRO-
POSED CEILINGS ON CREDIT CARD INTEREST RATES, by
Glenn B. Canner and James T. Fergus. October 1987.

26 pp.

155. THE FUNDING OF PRIVATE PENSION PLANS, by Mark J.
Warshawsky. November 1987. 25 pp.

156. INTERNATIONAL TRENDS FOR U.S. BANKS AND BANK-
ING MARKETS, by James V. Houpt. May 1988. 47 pp.

157. M2 pPER UNIT OF POTENTIAL GNP AS AN ANCHOR FOR
THE PRICE LEVEL, by Jeffrey J. Hallman, Richard D.
Porter, and David H. Small. April 1989. 28 pp.

158. THE ADEQUACY AND CONSISTENCY OF MARGIN RE-
QUIREMENTS IN THE MARKETS FOR STOCKS AND DERIV-
ATIVE ProDUCTS, by Mark J. Warshawsky with the
assistance of Dietrich Earnhart. Sgptember 1989. 23 pp.

REPRINTS OF BULLETIN ARTICLES
Most of the articles reprinted do not exceed 12 pages.

Limit of 10 copies

Foreign Experience with Targets for Money Growth. 10/83.

Intervention in Foreign Exchange Markets: A Summary of
Ten Staff Studies. 11/83.

A Financial Perspective on Agriculture. 1/84.

Survey of Consumer Finances, 1983. 9/84.

Bank Lending to Developing Countries. 10/84.

Survey of Consumer Finances, 1983: A Second Report.
12/84.

Union Settlements and Aggregate Wage Behavior in the
1980s. 12/84.

The Thrift Industry in Transition. 3/85.

A Revision of the Index of Industrial Production. 7/885.

Financial Innovation and Deregulation in Foreign Industrial
Countries. 10/85.

Recent Developments in the Bankers Acceptance Market.
1/86.

The Use of Cash and Transaction Accounts by American
Families. 2/86.

Financial Characteristics of High-Income Families. 3/86.

Prices, Profit Margins, and Exchange Rates. 6/86.

Agricultural Banks under Stress. 7/86.

Foreign Lending by Banks: A Guide to International and
U.S. Statistics. 10/86.

Recent Developments in Corporate Finance. 11/86.

Measuring the Foreign-Exchange Value of the Dollar. 6/87.

Changes in Consumer Installment Debt: Evidence from the
1983 and 1986 Surveys of Consumer Finances. 10/87.

Home Equity Lines of Credit. 6/88.

U.S. International Transactions in 1988. 5/89.



A78

Index to Statistical Tables

References are to pages A3—A70 although the prefix ‘A’ is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances)
Agricultural loans, commercial banks, 19, 20
Assets and liabilities (See also Foreigners)

Banks, by classes, 18-20

Domestic finance companies, 36

Federal Reserve Banks, 10

Financial institutions, 26

Foreign banks, U.S. branches and agencies, 21
Automobiles

Consumer installment credit, 39, 40

Production, 49, 50

BANKERS acceptances, 9, 23, 24
Bankers balances, 18-20. (See also Foreigners)
Bonds (See also U.S. government securities)
New issues, 34
Rates, 24
Branch banks, 21, 57
Business activity, nonfinancial, 46
Business expenditures on new plant and equipment, 35
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 48
Capital accounts
Banks, by classes, 18
Federal Reserve Banks, 10
Central banks, discount rates, 69
Certificates of deposit, 24
Commercial and industrial loans
Commercial banks, 16, 19
Weekly reporting banks, 19-21
Commercial banks
Assets and liabilities, 18-20
Commercial and industrial loans, 16, 18, 19, 20, 21
Consumer loans held, by type, and terms, 39, 40
Loans sold outright, 19
Nondeposit funds, 17
Real estate mortgages held, by holder and property, 38
Time and savings deposits, 3
Commercial paper, 23, 24, 36
Condition statements (See Assets and liabilities)
Construction, 46, 51
Consumer installment credit, 39, 40
Consumer prices, 46, 48
Consumption expenditures, 53, 54
Corporations
Nonfinancial, assets and liabilities, 35
Profits and their distribution, 35
Security issues, 34, 67
Cost of living (See Consumer prices)
Credit unions, 26, 39. (See also Thrift institutions)
Currency and coin, 18
Currency in circulation, 4, 13
Customer credit, stock market, 25

DEBITS to deposit accounts, 15
Debt (See specific types of debt or securities)
Demand deposits
Banks, by classes, 18-21
Ownership by individuals, partnerships, and
corporations, 22
Turnover, 15

Depository institutions

Reserve requirements, 8

Reserves and related items, 3, 4, 5, 12
Deposits (See also specific types)

Banks, by classes, 3, 18-20, 21

Federal Reserve Banks, 4, 10

Turnover, 15
Discount rates at Reserve Banks and at foreign central

banks and foreign countries (See Interest rates)

Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 35

EMPLOYMENT, 47
Eurodollars, 24

FARM mortgage loans, 38
Federal agency obligations, 4, 9, 10, 11, 31, 32
Federal credit agencies, 33
Federal finance
Debt subject to statutory limitation, and types and own-
ership of gross debt, 30
Receipts and outlays, 28, 29
Treasury financing of surplus, or deficit, 28
Treasury operating balance, 28
Federal Financing Bank, 28, 33
Federal funds, 6, 17, 19, 20, 21, 24, 28
Federal Home Loan Banks, 33
Federal Home Loan Mortgage Corporation, 33, 37, 38
Federal Housing Administration, 33, 37, 38
Federal Land Banks, 38
Federal National Mortgage Association, 33, 37, 38
Federal Reserve Banks
Condition statement, 10
Discount rates (See Interest rates)
U.S. government securities held, 4, 10, 11, 30
Federal Reserve credit, 4, §, 10, 11
Federal Reserve notes, 10
Federal Savings and Loan Insurance Corporation insured
institutions, 26
Federally sponsored credit agencies, 33
Finance companies
Assets and liabilities, 36
Business credit, 36
Loans, 39, 40
Paper, 23, 24
Financial institutions
Loans to, 19, 20, 21
Selected assets and liabilities, 26
Float, 4
Flow of funds, 41, 43, 44, 45
Foreign banks, assets and liabilities of U.S. branches and
agencies, 21
Foreign currency operations, 10
Foreign deposits in U.S. banks, 4, 10, 19, 20
Foreign exchange rates, 70
Foreign trade, 56
Foreigners
Claims on, 57, 59, 62, 63, 64, 66
Liabilities to, 20, 56, 57, 59, 60, 65, 67, 68

GOLD
Certificate account, 10
Stock, 4, 56
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Government National Mortgage Association, 33, 37, 38
Gross national product, 53

HOUSING, new and existing units, 51

INCOME, personal and national, 46, 53, 54
Industrial production, 46, 49
Installment loans, 39, 40
Insurance companies, 26, 30, 38
Interest rates
Bonds, 24
Consumer installment credit, 40
Federal Reserve Banks, 7
Foreign central banks and foreign countries, 69
Money and capital markets, 24
Mortgages, 37
Prime rate, 23
International capital transactions of United States, 55--69
International organizations, 59, 60, 62, 65, 66
Inventories, 53
Investment companies, issues and assets, 35
Investments (See also specific types)
Banks, by classes, 18, 19, 20, 21, 26
Commercial banks, 3, 16, 18-20, 38
Federal Reserve Banks, 10, 11
Financial institutions, 26, 38

LABOR force, 47
Life insurance companies (See Insurance companies)
Loans (See also specific types)

Banks, by classes, 18-20

Commercial banks, 3, 16, 18-20

Federal Reserve Banks, 4, 5, 7, 10, 11

Financial institutions, 26, 38

Insured or guaranteed by United States, 37, 38

MANUFACTURING
Capacity utilization, 48
Production, 48, 50

Margin requirements, 25

Member banks (See also Depository institutions)
Federal funds and repurchase agreements, 6
Reserve requirements, 8

Mining production, 50

Mobile homes shipped, 51

Monetary and credit aggregates, 3, 12

Money and capital market rates, 24

Money stock measures and components, 3, 13

Mortgages (See Real estate loans)

Mutual funds, 35

Mutual savings banks (See Thrift institutions)

NATIONAL defense outlays, 29
National income, 53

OPEN market transactions, 9

PERSONAL income, 54

Prices
Consumer and producer, 46, 52
Stock market, 25

Prime rate, 23

Producer prices, 46, 52

Production, 46, 49

Profits, corporate, 35

REAL estate loans
Banks, by classes, 16, 19, 20, 38
Financial institutions, 26

Real estate loans—Continued
Terms, yields, and activity, 37
Type of holder and property mortgaged, 38
Repurchase agreements, 6, 17, 19, 20, 21
Reserve requirements, 8
Reserves
Commercial banks, 18
Depository institutions, 3, 4, 5, 12
Federal Reserve Banks, 10
U.S. reserve assets, 56
Residential mortgage loans, 37
Retail credit and retail sales, 39, 40, 46

SAVING
Flow of funds, 41, 43, 44, 45
National income accounts, 53

Savings and loan associations, 26, 38, 39, 41. (See also

Thrift institutions)
Savings banks, 26, 38, 39
Savings deposits (See Time and savings deposits)
Securities (See also specific types)

Federal and federally sponsored credit agencies, 33

Foreign transactions, 67
New issues, 34
Prices, 25
Special drawing rights, 4, 10, 55, 56
State and local governments
Deposits, 19, 20
Holdings of U.S. government securities, 30
New security issues, 34
Ownership of securities issued by, 19, 20, 26
Rates on securities, 24
Stock market, selected statistics, 25
Stocks (See also Securities)
New issues, 34
Prices, 25
Student Loan Marketing Association, 33

TAX receipts, federal, 29

Thrift institutions, 3. (See also Credit unions and Savings

and loan associations)

Time and savings deposits, 3, 13, 17, 18, 19, 20, 21

Trade, foreign, 56

Treasury cash, Treasury currency, 4
Treasury deposits, 4, 10, 28
Treasury operating balance, 28

UNEMPLOYMENT, 47
U.S. government balances
Commercial bank holdings, 18, 19, 20
Treasury deposits at Reserve Banks, 4, 10, 28
U.S. government securities
Bank holdings, 18-20, 21, 30
Dealer transactions, positions, and financing, 32
Federal Reserve Baunk holdings, 4, 10, 11, 30

Foreign and international holdings and transactions, 10,

30, 68
Open market transactions, 9
Outstanding, by type and holder, 26, 30
Rates, 24
U.S. international transactions, 55-69
Utilities, production, 50

VETERANS Administration, 37, 38

WEEKLY reporting banks, 19-21
Wholesale (producer) prices, 46, 52

YIELDS (See Interest rates)
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Federal Reserve Banks,

Branches, and Offices

FEDERAL RESERVE BANK

Chairman

President

Vice President

branch, or facility Zip Deputy Chairman First Vice President in charge of branch
BOSTON*......c.oovevvinnee 02106 George N. Hatsopoulos Richard F. Syron
Richard N. Cooper Robert W. Eisenmenger
NEW YORK*............... 10045 Cyrus R. Vance E. Gerald Corrigan
Ellen V. Futter James H. Oltman
Buffalo..............c.onee. 14240 Mary Ann Lambertsen John T. Keane
PHILADELPHIA.......... 19105 Peter A. Benoliel Edward G. Boehne
Gunnar E. Sarsten William H. Stone, Jr.
CLEVELAND*............. 44101 Charles W. Parry W. Lee Hoskins
John R. Miller William H. Hendricks
Cincinnati.................. 45201 Owen B, Butler Charles A. Cerino'
Pittsburgh.................. 15230 James E. Haas Harold J. Swart!
RICHMOND*............... 23219 Hanne Merriman Robert P. Black
Leroy T. Canoles, Jr. Jimmie R. Monhollon
Baltimore..........c.ocvvns 21203 Thomas R. Shelton Robert D. McTeer, Jr.!
Charlotte................... 28230 William E. Masters Albert D, Tinkelenberg'

Culpeper Communications
and Records Center 22701

ATLANTA.........oveennes 30303
Birmingham............... 35283
Jacksonville............... 32231
Miami.......oocccenniennne. 33152
Nashville................... 37203
New Orleans.............. 70161

CHICAGO*.................. 60690
Detroit..........coveenvennns 48231

ST. LOUIS........ccoeeniee 63166
Little Rock................ 72203
Louisville.................. 40232
Memphis...............cons 38101

MINNEAPOLIS............ 55480
Helena...........c..coevens 59601

KANSAS CITY............. 64198
Denver.........covevenennnns 80217
Oklahoma City........... 73125
Omaha..........ccceennenee 68102

DALLAS..........cooini 75222
ElPaso.......ccccovevvennn. 79999
Houston...........ooceveeee 77252
San Antonio............... 78295

SAN FRANCISCO........ 94120
Los Angeles............... 90051
Portland.................... 97208
Salt Lake City............ 84125
Seattle..........oocvennnnee. 98124

Bradley Currey, Jr.
Larry L. Prince

Nelda P. Stephenson

Hugh Brown

Jose L. Saumat

Patsy R. Williams

James A. Hefner

Robert J. Day
Marcus Alexis
Richard T. Lindgren

Robert L. Virgil, Jr.

H. Edwin Trusheim
L. Dickson Flake
Thomas A. Alvey
Seymour B. Johnson

Michael W, Wright
John A. Rollwagen
John F. Gardner

Fred W. Lyons, Jr.
Burton A. Dole, Jr.
James C. Wilson
Patience S. Latting
Kenneth L. Morrison

Bobby R. Inman

Hugh G. Robinson
Diana S. Natalicio
Andrew L. Jefferson, Jr.
Lawrence E. Jenkins

Robert F. Erburu
Carolyn S. Chambers

Yvonne B. Burke

Paul E. Bragdon

Don M. Wheeler

Carol A. Nygren

Robert P. Forrestal
Jack Guynn

Silas Keehn
Daniel M. Doyle

Thomas C. Melzer
James R. Bowen
Gary H. Stern
Thomas E. Gainor
Roger Guffey

Henry R. Czerwinski

Robert H. Boykin
William H.Wallace

Robert T. Parry
Carl E. Powell

John G. Stoides!

Donald E. Nelson
Fred R. Herr'
James D. Hawkins'
James T. Curry Il
Melvin K. Purcell
Robert J. Musso

Roby L. Sloan!

John F. Breen'
Howard Wells
Ray Laurence

Leonard W. Fernelius!
(Acting)

Kent M. Scott
David J. France
Harold L. Shewmaker

Tony J. Salvaggio'
Sammie C. Clay
Robert Smith, 111!
Thomas H. Robertson

John F. Hoover!
Thomas C. Warren?
Angelo S. Carella’
E. Ronald Liggett’
Gerald R. Kelly'

*Additional offices of these Banks are located at Lewiston, Maine 04240; Windsor Locks, Connecticut 06096; Cranford, New Jersey 07016;
Jericho, New York 11753; Utica at Oriskany, New York 13424; Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West

Virginia 25311; Des Moines, Iowa 50306; Indianapolis, Indiana 46204; and Milwaukee, Wisconsin 53202,

1. Senior Vice President.
2. Executive Vice President.
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The Federal Reserve System

Boundaries of Federal Reserve Districts and Their Branch Territories
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