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Evaluating International Economic Policy

with the Federal Reserve’s Global Model

Andrew Levin, John Rogers, and Ralph Tryon, of
the Board’s Division of International Finarnce,
prepared this article. Asim Husain provided research
assistance.

FRB/Global is a large-scale macroeconomic model
developed and maintained by the staff of the Board
of Governors of the Federal Reserve System. The
model contains the equations of the FRB/US model
(discussed in the April 1997 issue of the Federal
Reserve Bulletin) to represent the macroeconomic
structure of the U.S. economy. In addition, FRB/
Global contains eleven other blocks of equations to
represent each of the foreign Group of Seven (G-7)
industrial economies (Canada, France, Germany,
Italy, Japan, and the United Kingdom), Mexico, and
four other groups of industrial and developing
economies.

Simulation experiments conducted with FRB/
Global assist the Board in analyzing sudden changes
in external macroeconomic variables and alternative
policy responses in foreign economies. For example,
experiments with FRB/Global provide useful infor-
mation about the effects of exchange rate movements
or oil price changes on U.S. unemployment and infla-
tion. The alternative scenarios studied with FRB/
Global also provide a valuable input to forecasts of
foreign activity and the U.S. external sector.

Over the past several years, two important features
have been added to the structure of FRB/Global.
First, the equations have been reformulated to ensure
long-run stability: In response to a macroeconomic
disturbance, each economy represented in FRB/
Global gradually converges to a balanced growth (or
equilibrium) path, that is, a path in which actual
output is equal to potential gross domestic product
and in which every inflation-adjusted variable has
a constant ratio to potential GDP. The inflation rate

NoTE. We thank Shaghil Ahmed, David Bowman, Flint Brayton,
Christopher Erceg, Dale Henderson, Jaime Marquez, David
Reifschneider, Robert Tetlow, and Volker Wieland for valuable com-
ments and suggestions during the development of FRB/Global and the
preparation of this article.

adjusts to a target level determined by monetary
policy, and all relative prices reach constant values.

Fiscal solvency (a condition in which the stock of
government debt grows no faster than nominal GDP)
is maintained by assuming the gradual adjustment of
a country’s tax rate. Similarly, national solvency (a
condition in which the stock of net external debt
grows no faster than nominal GDP), is ensured by the
assumption that the risk premium on a country’s
external liabilities rises when net external debt is
high relative to nominal GDP.

The second feature added to FRB/Global is the
explicit treatment of expectations. In the model,
agents’ expected values of future variables directly
influence interest rates, consumption and investment
expenditures, the aggregate wage rate, and the
exchange rate. Thus, the way in which agents form
expectations can have important implications for the
simulation results. In FRB/Global, simulations can be
performed under either of two assumptions about the
nature of expectations: (1) limited-information expec-
tations, under which agents have incomplete informa-
tion about the structure of the global economy or
(2) model-consistent expectations, under which
agents possess all the information contained in the
model.

This article provides a historical perspective on the
development of FRB/Global and an overview of the
model’s blocks of equations for foreign countries.
We use three simulation experiments to highlight the
dynamic properties of FRB/Global: a reduction in
U.S. government purchases, a depreciation of the U.S.
dollar, and an increase in the price of oil exported by
countries in OPEC (the Organization of Petroleum
Exporting Countries). The article also illustrates other
uses of FRB/Global by examining the spillover
effects of fiscal and monetary policy under alternative
European monetary policy regimes.

A HISTORICAL PERSPECHIVE Ox FRB/GLOBAL

In the mid-1970s, a variety of factors—increased
economic interaction among countries, the first
(1973) shock to oil prices, and the floating of
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exchange rates—combined to raise interest in global
macroeconomic modeling. Against this background,
the Board’s staff began the development of a large-
scale macroeconometric mode] called the Multicoun-
try Model (MCM) to provide an empirical framework
for analyzing interactions among the major industrial
countries. One of the first models of its kind, the
MCM consisted of about 1,000 equations divided
into six blocks: one representing the U.S. economy
(with a more detailed external sector than in previous
models); four others representing Canada, Germany,
Japan, and the United Kingdom; and an aggregate
block representing the rest of the world.! From 1979
onward, the Board staff regularly used the MCM to
simulate the effects of alternative policy scenarios
and external shocks.

In the early 1980s the staff significantly modified
the MCM with regard to exchange rate determination
and the capital account of the balance of payments.?
Empirical considerations also led to the elimination
of detailed representations of banking sectors from
the equation blocks of individual countries. In subse-
quent versions of the MCM, the monetary authorities
were assumed to control either the money stock or
the short-term interest rate. Finally, in the wake of
the second (1979) OPEC oil price shock, the MCM
was extended to provide explicit treatment of the oil
Sector.

In the mid-1980s, many of the equations in the
MCM were re-estimated using methods suggested
by David Hendry and other econometricians at the
London School of Economics.? The re-estimation
improved the fit and the dynamic properties of the
equations and represented a first step toward ensuring
the long-run stability of the model. In the late 1980s,
the equations in the Board staff’s model of the U.S.

1. Guy Stevens led the effort to develop the MCM, see Guy V.G.
Stevens, Richard B. Berner, Peter B. Clark, Ernesto Herndndez-Cat4,
Howard J. Howe, and Sung Y. Kwack, The US. Economy in an
Interdependent World: A Multicountry Model (Board of Governors of
the Federal Reserve System, [984).

2. In particular, equations based on the portfolio balance approach
to the determination of exchange rates were replaced by modified
uncovered interest parity relationships, a specification based on inter-
est rate differentials. The change was prompted by a lack of empirical
support for the portfolio balance model and by the attractive proper-
ties of the overshooting model of Dornbusch, which incorporated
assumptions of open interest parity, nominal price rigidities, and
model-consistent expectations (Rudiger Dornbusch, “Expectations
and Exchange Rate Dynamics,” Journal of Political Economy,
vol. 84, December 1976, pp. 1161-76).

3. The resutlts of these and other changes to the MCM are described
in Hali Edison, Jaime Marquez, and Ralph Tryon, “The Structure and
Properties of the Federal Reserve Board Multicountry Model,” Eco-
nomic Modelling, vol. 4 (April 1987), pp. 115-315.

economy (the MPS model) were linked with the
foreign equation blocks of the MCM. FRB/Global
has continued this approach of linking foreign equa-
tion blocks with the staff’s domestic U.S. model.

Another major restructuring and re-estimation of
the MCM came in 1991-92. The model continued to
use individual country blocks for the United States,
Canada, Germany, Japan, and the United Kingdom,
while the rest-of-world block was disaggregated into
seven blocks of equations representing France, Italy,
Mexico, the smaller industrial countries, the newly
industrializing economies, OPEC countries, and other
developing countries and economies in transition. A
multilateral trade structure replaced the bilateral one,
thereby greatly simplifying the data requirements and
the analysis of simulation results for each country
and region. The resulting arrangement—twelve coun-
tries and regions, each with an equation block con-
taining multilateral trade equations—is used in the
current version of FRB/Global.

The staff’s most recent reassessment of the MCM
began in 1993 and culminated in FRB/Global in
1996.4 Explicit treatment of expectations enabled
the model to capture the notion that news about
future economic developments can directly affect
the current economy; for example, the adoption
of a multiyear deficit reduction package can generate
an immediate drop in long-term interest rates. To
ensure the long-run stability of the model, error-
correction mechanisms were incorporated into the
behavioral equations, and constraints that preserve
fiscal and national solvency were imposed.® The
long-run stability of FRB/Global permits simulations
under either model-consistent or limited-information
expectations.®

4. This work drew heavily on the experimental multicountry model
of Joseph E. Gagnon, “A Forward-Looking Multi-Country Model:
MX-3,” International Finance Discussion Papers 359 (Board of Gov-
ernors of the Federal Reserve System, 1989).

5. The constraints of fiscal and national solvency in FRB/Global
are similar to those used in the IMF’s multicountry model, MULTI-
MOD; see P. Masson, S. Symansky, R. Haas, and M. Dooley, “MUL-
TIMOD: A Multi-Region Econometric Model,” International Mone-
tary Fund, World Economic Outlook, July 1988, pp. 50-104.

6. To represent limited-information expectations, FRB/US uses a
core vector autoregression with auxiliary equations (see F. Brayton
and P. Tinsley, eds., “A Guide to FRB/US: A Macroeconomic Model
of the United States,” Finance and Economics Discussion Series
1996-42 (Board of Governors of the Federal Reserve System, 1996);
see also Flint Brayton, Eileen Mauskopf, David Reifschneider,
Peter Tinsley, and John Williams, “The Role of Expectations in the
FRB/US Macroeconomic Model,” Federal Reserve Bulletin, vol. 83
(April 1997), pp. 227-45. Individual regression equations are used to
generate each of the expectation variables in the foreign blocks of
FRB/Global.
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THE STRUCTURE OF FRB/GELORAL

FRB/Global consists of twelve blocks of equations,
with each block describing the economy of a country
or a group of countries. The U.S. block of FRB/
Global is taken directly from the statf’s model of the
domestic economy, FRB/US, which consists of about
50 behavioral equations and about 250 accounting
identities. Among the FRB/US behavioral equations
are 4 that determine foreign aggregate demand, the
inflation-adjusted (real) effective exchange rate, the
oil import price deflator, and net investment income
from abroad. FRB/Global replaces these 4 equations
with about 1,400 equations that provide a much more
detailed representation of macroeconomic develop-
ments outside the United States.

Six blocks of FRB/Global represent the foreign
G-7 industrial countries (Canada, France, Germany,
Italy, Japan, and the United Kingdom). The equation
blocks for the foreign G-7 countries represent
medium-sized open economies in which, in the
short run, aggregate demand determines output and
employment, and wages and prices respond slowly to
macroeconomic shocks (a formulation in accord with
neo-Keynesian theory). Eventually, however, wages
and prices adjust to ensure that the economies return
to a balanced growth path, with output at potential
and unemployment at the natural rate (a result con-
forming to neoclassical theory). Gradual movement
of the direct tax rate ensures long-run fiscal solvency,
while the determination of the risk premium on
external liabilities ensures national solvency.”

To incorporate these features, the equation block
for each foreign G-7 country consists of about
60 behavioral equations and about 100 accounting
identities. The specification of these equations is
nearly identical for each country. The behavioral
differences among the six economies have been
derived from estimation and from calibration of the
model; the differences in monetary and fiscal policies
among the six depend on the assumptions of a par-
ticular simulation scenario.

The remaining five blocks of equations in FRB/
Global represent Mexico; 16 smaller OECD coun-
tries (SOECD); the newly industrializing economies
of Hong Kong, Korea, Singapore, and Taiwan

7. The risk premium on external liabilities (also known as the
sovereign risk premium) refers to the extra rate of return demanded by
creditors to compensate them for holding government bonds that have
some degree of credit risk. Credit risk is the risk that the government,
or sovereign, will not fully redeem the bonds at maturity. In the
model, the risk premium on the net foreign holdings of a country’s
government bonds rises when those holdings are rising relative to that
country’s GDP.

(NIEs); the 16 countries with fuel-oriented exports
(OPEC); and the rest of the world (ROW), which
comprises about 140 developing economies and
countries in transition.

The structure of the equation blocks for Mexico,
the NIEs, and the SOECD is fairly similar to that of
the foreign G-7 country blocks but with somewhat
less disaggregation: Each of these blocks consists of
about 45 behavioral equations and about 75 account-
ing identities. The OPEC and ROW blocks are much
smaller, with about 15 behavioral equations and
25 accounting identities each.

Each block of equations in FRB/Global may be
divided into five sectors: domestic spending, fiscal
accounts, the external sector, aggregate supply (pro-
duction, employment, wage and price determination),
and financial markets (interest rates and exchange
rates). The remainder of this section outlines the
specification of these sectors for the foreign G-7
countries, highlights the role of expectations, and
outlines the features that ensure the long-run stability
of the model. For more details about the foreign
blocks of FRB/Global, see appendixes A and B.

Daomestic Spending

In the foreign G-7 equations of FRB/Global, six
expenditure variables constitute domestic spending:
private consumption expenditures, business fixed
investment, residential investment, changes in busi-
ness inventories, government fixed investment, and
other government spending on goods and services
(referred to as government consumption). Real pri-
vate expenditures for consumption and for invest-
ment are determined endogenously (that is, by the
mode]) through assumptions and empirical findings
embodied in behavioral equations. Real government
consumption and investment, on the other hand, are
independent variables—they are determined exog-
enously (that is, outside the model).

The behavioral equation for each component of
private expenditure incorporates an error-correction
mechanism that permits realistic short-run dynamics
while ensuring that the level of expenditure gradually
adjusts to a long-run equilibrium growth path—that
is, a stable ratio of expenditures to real GDP. The
equilibrium path of each expenditure variable can be
shifted by a permanent change in real interest rates
or other specific macroeconomic variables. For exam-
ple, the equilibrium path of real private consumption
depends on real disposable income and the labor
force participation rate as well as the long-term real
interest rate (see box ‘““Determining Private Con-
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Determining Private Consumption Expenditures

The equilibrium level of real private consumption expendi-
tures, C, depends on real disposable income, Y; the ex ante
long-term real interest rate, R, ; and the labor force participa-
tion rate, L/POP.! An accounting identity relates nominal
disposable income to nominal GDP, net investment income
from abroad, and taxes less government subsidies and trans-
fers to households; then Y is computed by deflating nominal
disposable income by the consumption price index. The
determination of R, is described below. The labor force
participation rate is exogenously determined.

For each foreign G-7 country, statistical analysis has been
used to verify that the ratio of private consumption to
disposable income, C/Y, has a stationary long-run relation-
ship with R, and L/POP, and to estimate the short-run
and long-run characteristics of this relationship.? The table

1. In the foreign G-7 equation blocks of FRB/Global, private consumption
expenditures depend on current and past income se that consumption is
sensitive to movements in temporary as well as permanent income. In
FRB/US, consumption expenditures also depend on financial wealth and the
present discounted value of expected future labor and transfer income so that
consumption is fess sensitive to fluctuations in temporary income; in futbre
work, we phan to investigate specifications in the foreign-country equations
of FRB/Global that are comparable to those in FRB/US.

2. The labor force participation rate is highly significant in explaining
long-term changes in private saving rates in Germany, Japan, and the United
Kingdom, perhaps because the private saving rate tends to decline as a higher
fraction of the population reaches retirement age. The labor force participa-
tion rate is not, however, sfatistically significant in expiaining the private
saving rate in Canada. For Ttaly, the relationship between the private saving
rate and the rates of long-term intercst and labor force participation appears
to be nearly nonstationary; for France, no satisfactory estimates of the
relationship could be obtained, so the relationship in Germany was used for
France as well.

below summarizes the response of private consumption to
changes in disposable income and the long-term real inter-
est rate. In Germany, for example, a permanent | percentage
point increase in R, is estimated to reduce private consump-
tion 0.23 percent within one quarter and 0.76 percent in the
long run.

In the short run, C exhibits partial adjustment in response
to permanent changes in Y and R, because of liquidity
constraints, information lags, and other factors. In Ger-
many, for example, a permanent | percent change in Y
generates an immediate (.73 percent change in C, so that
the consumption-income ratio temporarily falls. The gap
between the actual consumption—income ratio and its equi-
librium value subsequently shrinks at a rate of 30 percent
per quarter (not shown in table).

Determinants of private consumption expenditures

Canada LFrance ’Germany Italy Japan UK.

%

Short run ... .58 73 73 .10 .62 .29
Longrun ...| 1.0 1.0 1.0 1.0 1.0 1.0
Ry,

Shostrun ... —-.13 -23 =23 -.05 -23 —-.19
Long run ...[| =37 ~.76 =76 -2.4 -1.5 -.65

NotE, The first two rows indicate the elasticity of private conswmption
expenditures, C. with respect to a permanent change in real disposable
income, Y. The last two rows indicate the percentage change in C arising
from a permanent 1 percentage point increase in the ex ante long-term real
interest rate, R;. The “short run” is the first quarter; the “long run” is the
steady-state.

sumption Expenditures™). The equilibrium paths of
real business fixed investment and residential invest-
ment are each determined by real GDP, the long-term
real interest rate, and the corresponding depreciation
rate. Finally, the equilibrium path of real inventory
investment depends on domestic sales and the short-
term real interest rate (see box “Determining Busi-
ness Inventory Investment”).

The determination of business fixed investment
provides a useful example of the long-run stability
and flexible dynamics associated with an error-
correction mechanism. In each period, the business
capital stock changes by the amount of business fixed
investment less depreciation. Assuming competitive
markets for inputs (land, labor, and capital) and out-
put, microeconomic theory holds that the marginal
product of capital should equal the real rental rate on
capital, which is the sum of the real interest rate and
the depreciation rate. In FRB/Global, the marginal
product of capital is inversely proportional to the
ratio of capital to GDP (the Cobb-Douglas produc-

tion function). Therefore, in the model’s long run,
business fixed investment is determined in a manner
that will maintain the capital-output ratio at a level
consistent with the long-term real interest rate and the
depreciation rate.

In the short run, however, fluctuations in the
growth of real GDP strongly influence business fixed
investment through an accelerator effect. Business
fixed investment also incorporates a partial adjust-
ment mechanism: For each of the foreign G-7 econo-
mies, the gap between current fixed investment and
its equilibrium level shrinks at an estimated rate of
about 25 percent per quarter.

For an illustration of these properties in the deter-
mination of business fixed investment, consider a
permanent 1 percent increase in real GDP (both
actual and potential) for Germany, with no change in
the real rental rate on capital (chart 1, top panel). The
dynamic accelerator generates a 3.5 percent increase
in business fixed investment during the first year and
an additional 0.75 percent increase over the subse-



Determining Business Inventory Investment

In the equations for each foreign G-7 country, real inven-
tory investment depends on domestic sales, the stock of
business inventory. and the ex ante short-term real inter-
est rate. Domestic sales include all private and govern-
ment consumption and fixed investment expenditures.
The equilibrium ratio of the inventory stock to domestic
sales depends on the cost of holding inventories, which is
mainly determined by the ex ante short-term real interest
rate. Thus, with domestic sales held unchanged along a
constant growth path, an increase in the short-term real
interest rate reduces the target stock of business inven-
tories and thereby depresses the equilibrium level of
inventory investment.

In the very short run, an increase in the level of
domestic sales generates negative inventory investment
as firms use inventories as a buffer against sudden
changes in sales. The target inventory—sales ratio remains
unchanged, assuming a constant short-term real interest
rale. Thus, over the medium term, the increase in domes-
tic sales stimulates higher inventory investment until the
stock of business inventories eventually rises in propor-
tion to the increase in domestic sales.

quent two years. These changes in investment repre-
sent a small fraction of the existing stock of business
fixed capital, so that the capital stock rises gradually
in response to the output shock. With a constant real
rental rate, the equilibrium value of the capital-
output ratio remains unchanged, so that the capital
stock eventually stabilizes at 1 percent above its
initial level. Given the constant depreciation rate,
fixed investment also rises 1 percent in the long run.

A permanent 1 percentage point increase in the real
rental rate on capital in Germany, with no change in
actual or potential output, also illustrates the model’s
adjustment properties (chart 1, bottom panel). The
drop in the equilibrium capital-output ratio leads to
a 1.8 percent reduction in business fixed investment
over the first several years. The stock of business
fixed capital gradually falls about 0.4 percent, to its
new equilibrium level, with a similar long-run drop
in the level of business fixed investment.

Fosowd Aocoanity

The model’s representation of the fiscal accounts of
the foreign G-7 countries is relatively straightfor-
ward: Government expenditures consist of consump-
tion, investment, subsidies, transfers to households,
and interest payments; government revenues come

Evaluating International Economic Policy with the Federal Reserve's Global Model 801

from direct taxes, social security payroll taxes, fuel
taxes, and other indirect taxes. The most important
feature of this sector is that the direct tax rate is
determined endogenously to prevent a shock from
causing a continuous rise or fall in the ratio of real
government debt (nominal debt deflated by the GDP
price deflator) to potential GDP. That is, each coun-
try’s block of equations has a specified target path for
the debt—GDP ratio; if a shock causes the ratio to
deviate from that path, the direct tax rate is adjusted
to ensure that the ratio gradually returns to its target.

For an illustration of this mechanism, consider the
effects of a permanent reduction in government
consumption expenditures under two different fiscal
policy assumptions. Under the first assumption, the
target ratio of government debt to GDP is unchanged.
In this case, the direct tax rate will gradually move
downward so that the drop in government spending is
matched by a similar drop in direct tax revenue and
by a corresponding increase in disposable income. As
already noted, the equilibrium level of private con-
sumption expenditures moves in proportion to real
disposable income. Thus, in the long run, the drop in
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government consumption is offset by a roughly equal
increase in private consumption.

Under the second assumption, the debt—-GDP target
ratio gradually adjusts downward toward a new
value, so that the direct tax rate remains constant over
the first twenty-five years of the experiment. During
this period, lower real interest rates stimulate private
expenditures to keep real output at potential and
avoid deflationary pressures, and potential GDP itself
gradually rises in response to the higher level of
private investment. Eventually, however, the down-
ward trajectory of the debt—GDP ratio must be halted
by reducing the direct tax rate. so that the long-run
effects are the same as those described for the previ-
ous experiment.

The Exicrnal Secror

For each foreign G-7 country, exports and imports
are divided into three components: fuel, nonfuel mer-
chandise, and services.

The volume of net fuel imports equals the differ-
ence between domestic fuel production and domestic
fuel consumption, in which fuel production is deter-
mined exogenously, and fuel consumption depends
on domestic nonfuel output and the relative price of
fuel.

The imports of services and nonfuel merchandise
are determined as follows. Under the assumption of
worldwide balanced growth in the long run, the equi-
librium ratio of real nonfuel merchandise imports
to real domestic spending is set by the ratio of the
import price deflator for nonfuel goods to the price
defiator for nonfuel domestic output. In the short run,
real nonfuel merchandise imports adjust at a rate of
30 percent per quarter toward the equilibrium level.
The determination of imports of services involves the
relative price of such imports and follows essentially
the same error-correction mechanism as nonfuel
merchandise.

Exports of services and nonfuel merchandise are
determined by error-correction mechanisms (see box
“Determining Export Volumes”).

Ageregare Supply

For each foreign G-7 country, wage and price
determination causes the rates of inflation and unem-
ployment to move inversely in the short run (a
downward-sioping Phillips curve); in the long run,
unemployment settles on its “natural” rate, the point
at which the inflation rate is constant (a vertical

Determining Export Volumes

For each foreign G-7 country, the volume of nonfuel
merchandise exports, X, is determined by foreign trade-
weighted imports, M*, and relative prices, RF,,. We use
the equation block for Germany to illustrate the construc-
tion of the variables for foreign demand and relative
prices.

Foreign demand for German exports is the weighted
average of nonfuel goods imports by Germany's trading
partners, in which the weights are constructed using the
bilateral export data for Germany. The retative-price vari-
able measures German competitiveness in each of its
export markets. For example, the share of German
exports in total French imports depends on the relative
price of German exports compared with other exporters
to France. Thus, in constructing the relative-price mea-
sure for Germany, RF,. the French component is defined
as the ratio of the German nonfuel goods export price
deflator to the weighted average of foreign export prices,
in which the weights are constructed using bilateral
import data for France. Finally, the overall measure of
German competitiveness. RE,. is computed as a weighted
average across German export markets. using bilateral
export weights for Germany.

Using these measures of foreign demand and relative
prices, an error-correction mechanism determines the vol-
ume of nonfuel merchandise exports. With constant rela-
tive prices, the ratio of X, to M* remains on its baseline
path; that is. each country exports a fixed share of world
imports. It relative prices change. the ratio of X, to M*
gradually adjusts toward its new equilibrium value at
a rate of 15 percent per quarter. Real exporis of services
are determined by a similar error-correction mechanism
involving foreign trade-weighted service imports and the
relative price of service exports.

Phillips curve). For example, a monetary stimulus
initially generates a drop in the unemployment rate
and a relatively small increase in wage and price
inflation; as wages and prices rise further, unemploy-
ment gradually returns to its natural rate.

In particular, real GDP is determined by aggregate
demand, which is the sum of domestic spending and
net exports. The employment level (and hence the
unemployment rate) adjusts to equate aggregate
supply to aggregate demand. Potential GDP is deter-
mined by the size of the labor force, the natural
unemployment rate, the stocks of business fixed capi-
tal and residential capital, and net fuel imports. When
output exceeds potential (unemployment is below the
natural rate), wages initially move little but gradually
rise in response to pressures generated by excess
aggregate demand. An error-correction mechanism



ensures that the price deflator for domestic output
gradually moves toward its equilibrium path, which
1s a markup over the aggregate wage rate and the
domestic fuel price index.

The specific formulation of aggregate wage behav-
ior depends on how expectations are formed. Under
limited-information expectations, the aggregate wage
inflation rate is a function of past wage inflation rates,
current and past output gaps, consumer price inflation
rates, and short-term interest rates.® Under model-
consistent expectations, the aggregate wage rate is
determined by the overlapping nominal wage con-
tract specification of Taylor. In this case, the new
wage contracts signed each period depend on expec-
tations about future aggregate wages and deviations
of unemployment from its natural rate; the aggregate
wage rate 1s defined as the average value of the wage
contracts currently in effect.®

Financial Markers

The financial-market equations for the foreign coun-
tries cover short- and long-term interest rates,
expected inflation, and exchange rates. For countries
whose currencies are assumed to be pegged to the
German mark, interest rates and expected inflation
move in parallel with the corresponding variables in
Germany, apart from an endogenously determined
risk premium on each country’s external liabilities.
The premium is related to the ratio of net external
debt to GDP and helps avoid continuously rising or
falling levels of net external debt.

For the countries with independent monetary poli-
cies, the monetary policy regime and the method of
expectations formation are crucial in the determina-
tion of long-term interest rates, expected inflation,
and the bilateral U.S. dollar exchange rate.

Short-Term [nterest Rites

In a typical FRB/Global simulation, Canada, Ger-
many, Japan, and the United Kingdom follow inde-
pendent monetary policies using a rule of the form
proposed by Henderson and McKibbin and by

8. Regression analysis has been used to estimate the parameters of
this relationship for each foreign G-7 country.

9. John Taylor, “Aggregate Dynamics and Staggered Contracts,”
Journal of Political Economy, vol. 88 (February 1980), pp. 1-23. This
specification of wage determination under model-consistent expecta-
tions is highly simplified: alternative specifications of wage determina-
tion for the foreign G-7 countries will be considered in subsequent
research.
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Taylor.® Under this form of rule, the short-term
interest rate is adjusted in response to the current
output gap and to the current deviation of consumer
price inflation from an exogenously specified target.
France and Italy are usually assumed to maintain
fixed exchange rates with respect to the German
mark. Although these are typical monetary policy
assumptions, FRB/Global has been designed so that
they can be modified easily from one simulation to
the next, a feature that will be highlighted later in this
article.

Lomye-Term Interest Rows

Under limited-information expectations, the long-
term nominal interest rate is specified as a function of
current and past short-term interest rates, inflation
rates, and output gaps. The long-term interest rate
also exhibits partial adjustment, so that the spread
between short-term and long-term rates initially
widens and then gradually shrinks in response to a
shock to the short-term interest rate. Under model-
consistent expectations, the long-term interest rate is
determined as a geometrically declining weighted
average of future short-term interest rates.

Fxpected Inflation

Under limited-information expectations, short-term
expected inflation is equal to the current inflation
rate; long-term expected inflation is a moving aver-
age of current and past short-term inflation rates, with
a relatively slow adjustment of 5 percent per quarter
in response to a persistent change in the inflation rate.
Under model-consistent expectations, short-term
expected inflation is equal to the actual one-step-
ahead inflation rate, while long-term expected infla-
tion is determined as a weighted average of future
short-term inflation rates (using the same geometri-
cally declining weights as in the long-term interest
rate equation).

Lxehange Ruws

For those countries with independent monetary poli-
cies, the bilateral exchange rate under both limited-

10. In Carnegie—Rochester Conference Series on Public Policy,
vol. 39 (June 1993), see Dale Henderson and W. McKibbin, “A
Comparison of Some Basic Monetary Policy Regimes for Open
Economies: Implications of Different Degrees of Instrument Adjust-
ment and Wage Persistence,” pp. 221-318; and John Taylor, *“Discre-
tion versus Policy Rules in Practice,” pp. 195-214.
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information and model-consistent expectations is
determined by real interest parity (the bilateral differ-
ential in real interest rates) and the risk premium on
external liabilities, which depends on the ratio of net
external debt to GDP, both measured in U.S. dollars
(see box “Determining Exchange Rates under Alter-
native Types of Expectations”). Thus, an increase in
the relative magnitude of U.S. net external debt puts
downward pressure on the real value of the dollar,
thereby preventing explosive paths for the net stock
of external debt.

Under either method of expectations formation, an
unanticipated temporary increase in U.S. interest rates
generates an initial rise in the exchange value of the
U.S. dollar, followed by depreciation back toward its
equilibrium value, a point referred to as purchasing

Determining Exchange Rates
under Alternative Types of Expectations

Limited-intormation expectations:
RER, = 0.08{(RLYS — 11¥5) — (RL, ~ 1]

o NXDEBTS -~ NXDEBT,
GDPVDS + GDPVD,

Model-consistent expectations:

RER, - RER,,, = (RSUS — iS) — (RS, — T,)

_ o1 NXDEBTVS - NXDEBT,

GDPVDLS + GDPVD,

Definitions

RER, = the natural logarithm of the bilateral real
exchange rate as adjusted by consumer
prices, where the exchange rate is defined
in units of local cufrency per U.S. dollar

RL, = the current long-terin interest rate
RS, = the current short-term interest rate

NXDEBT, = the net external debt position in
U.S. dollars

GDPVD, = nominal GDP in U.S. dollars

Long-term expected inflation, T1,, is computed using
limited-information expectations. The one-step-ahead
inflationt rate, ®,,;, and the one-step-ahead real exchange
rate, RER, ;. are computed using model-consistent expec-
tations. The US superscript indicates the corresponding
variable in the U.S. block of equations. Each equation
includes an intercept and a residwal term (net shown).

power parity. For example, under limited-information
expectations, the bilateral exchange rate depends on
the corresponding differential in long-term interest
rates as adjusted for long-term expected inflation. In
this case, a | percentage point increase in the differ-
ential between U.S. and German long-term real inter-
est rates generates a 0.08 percent real appreciation of
the dollar against the German mark.

Under model-consistent expectations, the exchange
rate 1s determined by short-term real interest parity. If
the U.S. three-month real interest rate temporarily
exceeds the German three-month real interest rate by
| percentage point, then investors are willing to hold
assets denominated in German marks only if the U.S.
dollar is expected to depreciate | percent against the
mark over the subsequent quarter. Thus, the tempo-
rary interest rate differential generates an immediate
] percent jump in the value of the dollar, followed by
depreciation back to its long-run value in the subse-
quent period.

THE DYsaMic PROPERTIES of PRB/GTIBASL,

The dynamic properties of FRB/Global are described
here through three simulation experiments, each
featuring a different type of shock: an exogenous
reduction in U.S. government spending, an exog-
enous depreciation of the exchange value of the U.S.
dollar, and an exogenous increase in the OPEC oil
export price. In each experiment, expectations are
assumed to be formed with limited information.

The effects of each shock are evaluated under two
alternative U.S. monetary policy rules: “active” and
“passive.” Under the active rule, the nominal federal
funds rate adjusts in response to the output gap and to
the deviation of consumer price inflation from the
target rate. Thus, for each percentage point that out-
put exceeds potential, the short-term nominal interest
rate rises 50 basis points. For each percentage point
increase in average annual inflation (based on the
current and previous three quarters), the short-term
nominal interest rate rises 150 basis points. Under the
passive monetary policy rule, the nominal federal
funds rate is held constant throughout the simulation.

In each simulation experiment, Canada, Germany,
Japan, and the United Kingdom follow independent
monetary policies under the same active monetary
policy rule just described for the United States.
Meanwhile, the French franc, Italian lira, and
SOECD currencies remain fixed to the German mark.
The Mexican peso and the OPEC and ROW cur-
rencies are assumed to be pegged to the U.S. dollar,
while the NIE currencies are assumed to be pegged to
a trade-weighted basket of foreign currencies.
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The results of each experiment are reported in
terms of deviations from the baseline path; the con-
struction of the baseline is described in appendix C.

Foaperaaeid Foov Kedoofion e 178 Olever it
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In this experiment, real U.S. government purchases
of goods and services are permanently reduced by
1 percent of the baseline path of U.S. GDP, starting in
the first quarter of year 1, while U.S. tax rates are held
constant through year 14. During year |, the spending
reduction amounts to about $70 billion. Because the
spending shock originates within the United States,
where foreign trade is a fairly small part of the
economy, the experiment also serves as a useful
benchmark for comparing the simulation results from
FRB/Global with those from FRB/US.

The two models generate nearly identical paths for
U.S. real GDP and consumer price inflation (chart 2,
top panels). In FRB/US, the two foreign variables
that enter into the determination of U.S. net exports—

Cvnpurisen ol PRBAhal cod PREA!S Y shock in DS

the trade-weighted real exchange rate and foreign
trade-weighted GDP—are each determined by a
single equation; in FRB/Global, they are jointly
determined by 1,400 equations. Yet, in the case of the
real exchange rate, the paths generated by the two
models are quite close, especially over the first three
years of the simulation (chart 2, bottom-left panel).
The differences in the paths for foreign GDP are
slightly larger (bottom-right panel), but the effect on
U.S. exports (not shown) is small.

This example illustrates the general result that,
for domestic shocks, FRB/Global produces essen-
tially the same results as FRB/US. Thus, the natural
role for FRB/Global is in analyzing the effects of U.S.
shocks on foreign economies and the effects of exter-
nal shocks on the U.S. economy as well as foreign
economies.

Avtive 1280 Monelaiy Policy Kuice

Examining the U.S. government spending shock
over its first three years provides a good comparison
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of its effects on four of the countries with indepen-
dent monetary policies—the United States, Canada,
Germany, and Japan—under both active and passive
U.S. monetary rules (chart 3, sections A and B). In
the active-policy experiment, real GDP in Canada
closely tracks the contraction and recovery in U.S.
output {(chart 3.A, top-left panel), inasmuch as
exports from Canada to the U.S. comprise a relatively
large share of aggregate demand in Canada. The U.S.
contraction has a much smaller effect on Japan and
Germany.

The active monetary policy rule prescribes a cut in
short-term interest rates in each country (chart 3.A,
bottom-left panel). The short rate in Canada falls a
full percentage point, whereas the Japanese and Ger-
man short rates fall only about 2040 basis points.

Long-term real interest rates in all three foreign
countries fall less than in the United States
(chart 3.A, bottom-right panel). Thus, each foreign
currency exhibits real appreciation relative to the U.S.
dollar (see the equations for determining exchange
rates), accounting for the depreciation in the trade-
weighted U.S. real exchange rate (chart 2, bottom-left
panel).

The U.S. fiscal shock under an active U.S. mone-
tary policy improves the U.S. trade balance by about
$15 billion (table 1.A); the improvement arises
from a combination of the depreciation in the real
exchange rate and lower domestic spending. The U.S.
current account improves even more as lower rates of
profit and interest reduce the rates of return paid on
direct investment and portfolio liabilities. The rise in
U.S. net exports is reflected in a fairly even drop in
net exports among the other eleven blocks. The rest-
of-world (ROW) trade balance is determined by the
constraint that the global trade deficit remain at its
baseline value. Nevertheless, the decline of about
$5 billion in ROW net exports seems to be reasonable
in light of the fact that the ROW block accounts for
about 30 percent of U.S. imports.

Pussive ULS. Monetary Policy Rule

When the United States maintains a constant fed-
eral funds rate, U.S. real GDP remains stagnant, at
about | percent below baseline, during the first three
years of the simulation (chart 3.B, top-left panel),
while consumer price inflation falls because of the
downward-sloping short-run Phillips curve (top-
right panel). Thus, expected long-term inflation falls,
and the long-term real interest rate gradually
increases (bottom-right panel). Meanwhile, falling

foreign real interest rates in response to the active
monetary policy rules in Canada, Germany, and Japan
lead to real appreciation of the U.S. dollar. As long
as the U.S. federal funds rate remains constant, these
contractionary influences will grow in magnitude,

1. Effects of selected shocks on the trade balances and
curtent accaunts of countries und country groups i
FRBAGIobal, yeurs i through 3
U.S. dollars

AL LLS, government sperding shock

Trade balance * Current aceount
e
Corl:}rg“ign or Year ! Year
3§ I !
P2 |3 o2 3

United States ........ 15.1 16.9 11.8 24.3 27.8 23.7
Germany .. .. 1 2 . -8 -8 13
Japan ....... A -1.4 -1.6 ~5.3 -7.4 ~9.0
Canada ... -1.5 -1.3 -1.2 -1.0 -9 -9
France .. . 1 -3 -7 -4 -1.0 -1.7
ltaly ................ N -3 -4 0 -7 -9
United Kingdom ....| ~.38 ) -4 16 -8 -18
Smaller OECD ...... ~1.0 -1.7 -1.1 -8 -1.6 1.1
|o=3 -5 -6 -2 -4 -6

-6 -12 -4 -L! -1.2 -8

—4.4 -30 -1.0 49 41 -2.8

-5.1 -6.8 -43 83 -79 =29

13 LIS curtency shock

United States ........ -2.8 23.8 347 36 18.1 28.2

Germany .... . 2.2 4.3 28 24 =20 —4.3

Japan ....... —1.1 =56 -1035 ~l4 -38 -106

Canada ..... 5 1.2 Ki) 3 8 5

France ...... . 37 2.3 -1.6 1.6 -1.2 -39

Italy ... 24 4 -1.1 3.1 -1.9 -3.5

United Kingdom ....! -30 40 -41 =31 ~100 -100

Smatier OECD ...... 3.3 -9 -2.4 5.8 2.1 8

Mexico o 4 1.4 1.8 -5 .0 .5

NIEs ..... -12.1 -142 -135 53 —6.4 -6.7

OPEC -7.1 -2.1 -1 =97 -5.2 -3.5

ROW ............... 135 67 -h4 151 9.6 14.5
C.OPIEC oil export price shock

United States ........ ~13.1 -4.0 -1.8  -14.2 -3.1 -1.0

. ~47 =33 -3.0 —4.6 -38 -38

-123 ~79 =57 -11.4  -~101 -9.3

1.3 3 2 9 5 5

~2.7 -2l -1.9 =26 -25 =26

-3 26 23 -3.2 -3 =29

5 -2 -2 0 -10 -t

-1.2 2 1.7 -1.1 A 1.6

1.4 1.4 14 1.4 1.6 1.5

-32 -4 —4.8 -2.5 -3.0 37

345 268 218 353 30.7 280

27 -4t -55 20 —6.1 -7.2

Note. Each shock begins at the start of year 1. In each simulation, the U.S.
monetary authorities follow the active monetary policy rule, in which the fed-
eral funds rate is adjusted to counteract movements in the output gap and in
deviations of consumer price inflation from the target rate.

The U.S. government spending shock is a permanent reduction in spending
equal to 1 percent of the baseline path of U.S. GDP.

The U.S. currency shock is a 5 percent depreciation in the exchange value of
the U.S. dollar versus the Canadian dollar and a 10 percent depreciation versus
the currencies of the rest of the G-7, the smaller OECD countries, and the newly
industrializing economies (NIEs).

The OPEC oil export price shock is an increase of $5 per barrel above the
baseline path.
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generating an explosive downward spiral for U.S.
output and prices.!!

Lxperiment 2: A Depreciation in the Exchanyge
Value of the 085 Dollar

In this simulation, the exchange value of the U.S.
dollar depreciates 5 percent against the Canadian
dollar and 10 percent against the currencies of the
other foreign G-7 countries, the SOECD, and the
NIEs. After the depreciation in year 1, these exchange
rates remain fixed at the new level throughout the
simulation period. Because the depreciation is not
triggered by a change in expectations about future
interest rates, it may be viewed as arising from an
exogenous downward shift in preferences for holding
dollar-denominated assets.

Under the active as well as the passive monetary
policy regime, the exchange rate depreciation
improves U.S. external competitiveness and stimu-
lates net exports, thereby raising real GDP about
0.6 percent within about a year (charts 4.A and 4.B,
top-left panels). The exchange rate depreciation also
passes gradually into U.S. import prices and ulti-
mately into higher consumer price inflation (top-right
panels). The active monetary policy rule prescribes
an increase of almost 150 basis points in the federal
funds rate by the middle of year 2 and gradually
pushes up the long-term real interest rate (chart 4.A,
top-right panel).

Under the active U.S. monetary policy rule, the
U.S. trade balance displays a standard J-curve
response to the exchange rate depreciation, with a
small initial deterioration yielding to an improvement
of $35 billion by the end of year 3 (table 1.B). The
U.S. current account improves a smaller amount as
higher rates of interest and profit generate higher net
factor payments. Japan and the NIEs bear the brunt
of the increase in U.S. net exports. The ROW is not
severely affected—its price level adjusts fairly
quickly to maintain a constant trade-weighted real
exchange rate.

Experiment 30 An Increase in OPEC Ol
Export Pricey

In this case, the export price of OPEC oil increases
$5 per barrel above its baseline path in year 1 and

11. These results are consistent with standard economic theory,
which holds that the domestic price level is indeterminate (that is, not
tied down by macroeconomic fundamentals) under a fixed nominal
interest rate.

remains fixed at $5 above the baseline thereafter
(chart 5 and table 1.C). This shock roughly corre-
sponds to a 25 percent rise in the fuel import prices
faced by all countries and regions in the model.
Under the active monetary policy rule, the U.S. con-
sumer price level rises about 0.3 percent by the end
of year 1 (chart 5.A, top-right panel).

To push inflation back toward its target rate, the
active policy raises the federal funds rate 20 basis
points, causing a mild contraction in which U.S. real
GDP falls about 0.3 percent (chart 5.A, top-left
panel). As inflationary pressures subside, the federal
funds rate returns to baseline, and by year 3 the
output gap is almost closed. By contrast, U.S. output
remains close to the baseline under a constant federal
funds rate (chart 5.B, top-left panel), but consumer
prices rise about 0.5 percent (chart 5.B, top-right
panel), nearly twice as much as under the active
policy rule.

[PHGSTRATIVE APPLICATIONS OF FRE/GHOBAL

FRB/Global can be used to analyze the spillover
effects of fiscal and monetary policy under alternative
European monetary policy regimes, an area of inter-
est given the movement toward a European monetary
union. Simulations inform the forecasts of the
Board’s staff regarding foreign activity and the U.S.
external sector. This section discusses three examples
of such simulations.

A Comparison of EMS and EMU

The first scenario highlights the effects of different
monetary policy regimes on simulations for France
and Germany of a fiscal shock originating in Ger-
many. The shock is a permanent increase in German
government spending equal to 1 percent of German
GDP beginning at the outset of year 1. Although
hypothetical, this shock is comparable to the fiscal
expansion in Germany that followed reunification in
1990.

The scenario covers two monetary policy regimes:
the current arrangements (the European Monetary
System, or EMS) and those envisioned under the
Economic and Monetary Union (EMU). Under the
EMS regime, monetary policy in Germany follows
an active rule (German short rates respond to devia-
tions of German output and inflation from target),
while France, Italy, and the SOECD countries peg
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their currencies to the German mark.'? In this experi-
ment, the United States, Canada, Japan, and the
United Kingdom follow independent monetary poli-
cies under the EMS.

Under the model’s EMU regime, the European
Central Bank would implement monetary policy for
the member countries; it would use an active mone-
tary policy rule in which the interest rate on the
common currency (the euro) responds to the weighted
average of the output gaps and inflation deviations of
all member countries. This rule highlights the con-
trast between the EMU and the EMS regimes; in the
latter, short-term interest rates in all member coun-
tries are determined by the output and inflation gap in
Germany (apart from a risk premium on external
liabilities).

The actual composition of the EMU and the rela-
tive influence of its members remain open issues. For
this experiment, all members of the European Union
except the United Kingdom are assumed to join the
EMU, and the influence of specific countries in the
equation governing the European Central Bank’s
simulated response are represented by weights cal-
culated from the relative dollar values of GDP of
the member states. On that basis, Germany’s weight
is slightly more than 4, France and Italy each have
a weight of about !5, and the SOECD weight is
about /.

Under the EMS, the fiscal expansion in Germany
has a direct positive effect on German GDP and
prices (chart 6.A, top panels). The German central
bank responds to the shock by raising short-term
interest rates substantially (about 75 basis points)
(chart 6.A, bottom-left panel). France must raise
interest rates by a similar magnitude in order to
maintain the exchange rate peg (chart 6.B, bottom-
left panel). The interest rate hike in France has
strongly contractionary effects on real GDP and
prices in France (chart 6.B, top panels), which are
only partially offset by higher net exports to
Germany.

Under the EMU regime, the same fiscal shock
produces a rise in the interest rate in each country
(about 60 basis points) that is somewhat smaller than
under the EMS (as noted, about 75 basis points)
(chart 6.A and 6.B, bottom-left panels). The smaller
rise in interest rates reflects the fact that the European
Central Bank adjusts interest rates according to the
effects of a shock on the output gaps and inflation
rates of all member countries. Under the EMU, the

12. Because the SOECD block includes Australia and New
Zealand, the simulations are intended to only approximately represent
both EMS and EMU.

effects of a German-specific fiscal expansion on the
rates of GDP and inflation in all member countries
are much smaller than the effect on Germany; there-
fore, interest rates rise less than they do under the
EMS, in which interest rates target only the German
output and inflation gaps.

In addition, output and prices in Germany rise
more under the EMU than they do under the EMS
in response to the fiscal expansion (chart 6.A, top
panels). These results highlight the point that relative
to the EMS, the EMU will tend to generate somewhat
higher variability of output and inflation in Germany
because German short-term interest rates will reflect
economic conditions in all member countries and not
just those in Germany, as they do under the EMS.

Likewise, under the EMU, the contractionary
effects in France arising from fiscal expansion in
Germany are much smaller than they are under the
EMS (chart 6.B). In particular, the variability of
French output and inflation are markedly lower.
These results illustrate the general point that, as mod-
eled by FRB/Global, a country that currently pegs its
currency to the German mark will tend to reduce the
volatility of its output and inflation by joining EMU.

A Coniparisoi of idepemdent Moneiary Policy
aned Porticipeiion in EME

Although countries that currently participate in the
EMS (other than Germany) may experience a reduced
volatility of inflation and output under the EMU, a
non-EMS country joining the EMU presumably
would sacrifice some control over domestic macro-
economic outcomes by giving up its independent
monetary policy. To test the latter proposition, we
analyze a fiscal shock similar to that considered
above—a permanent increase in fiscal spending of
1 percent of GDP—but this time within the United
Kingdom instead of Germany. We consider its effects
on the United Kingdom under each of two monetary
policy scenarios: U.K. membership in the EMU and
an independent monetary policy in the United
Kingdom.

Under the EMU scenario, the European Central
Bank is assumed to adjust interest rates using the
active monetary policy rule discussed above, except
that the United Kingdom is now included in the set
of member countries. In this simulation, the United
Kingdom receives a relatively small GDP-based
weight of Y4, Under an independent monetary policy,
the United Kingdom uses a variant of the active
monetary policy rule, in which the short-term interest
rate is adjusted to keep U.K. output at its target level.
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After the fiscal expansion in the United Kingdom, liabilities. That is, choosing to link its economy to a
output there initially rises sharply (to 1 percent above common monetary policy could enhance a country’s
baseline) if the country is in the EMU (chart 7, status as an inflation fighter, which would tend to
top-left panel); in contrast, an independent U.K. lower the risk premium on its external liabilities.
monetary policy could basically target output at base-
line. The monetary tightening and the resulting rise in
U.K. interest rates under an independent policy is
considerably more aggressive than that which would The final scenario examines the implications of
be taken by the ECB if the United Kingdom were one  alternative assumptions about expectations. The
of its members (bottom-left panel). implications are most apparent in the case of shocks

The simulation just described illustrates how a  whose effects arise after the start of the simulation.
country such as the United Kingdom stands to incur ~ We compare the results obtained from expectations
some increase in the variability of output and infla-  that are formed with limited information to the results
tion by forgoing an independent monetary policy. obtained with model-consistent expectations—those
Although the FRB/Global simulations help to assess ~ formed with the benefit of all the information con-
these costs, the stimulations do not take into account tained in the model.

The Formation of Expeciations

some potential benefits of joining EMU, including Limited-information expectations depend exclu-
the microeconomic benefits of lower transaction costs  sively on past information; hence, shocks are unfore-
that come with a common currency. Another poten-  seen. By contrast, with model-consistent expecta-

tial benefit is the “credibility effects” that could  tions, agents are assumed to have perfect foresight
reduce the risk premium on a country’s external about the shock, meaning that they know the entire

7. LK. fiscal shock: Edicets on the United Kingdos under independent aid FMU-siyle monetary policies
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Not1r. The shock begins at the start of year | and consists of a permanent
increase in UK. central government spending equal to | percent of GDP. See
text for definition of the monetary policy alternatives.
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future path of the variable whose value is being
exogenously changed in the simulation. The assump-
tion of such foresight enables the model to capture
the notion that news about future economic develop-
ments can affect the current economy. \

Under each variant of the model, we consider the
short- and medium-term response of agents to an
announcement by the German government at the
beginning of year 1 that, at the beginning of year 3, it
will permanently add to its spending an amount equal
to 1 percent of GDP. The monetary policy regime
in years 1 and 2 is assumed to be the EMS; in
year 3, the EMU. (The United Kingdom conducts
an independent monetary policy throughout these
simulations.)

In Germany, limited-information expectations pro-
duce no response until the spending rise is imple-
mented in year 3 (chart 8). Even long-term interest
rates fail to respond (bottom-right panel), an indica-
tion that, until the shock is implemented, agents do
not expect future short-term rates to rise. From year 3
forward, however, the limited-information dynamics
are like those in the previous simulation of the effects

o

on Germany of a German fiscal expansion (chart 6.A)
because that simulation was also conducted under
limited-information expectations.

Under model-consistent expectations, agents in
year 1 can use the information that the European
Central Bank will be in operation as of the beginning
of year 3: As soon as the forthcoming year-3 shock is
announced, agents realize that the central bank will
have to raise short-term interest rates beginning in
year 3 to restrain the effects of the projected fiscal
expansion on output and prices. The expectation of
the rise in future short rates (chart 8, bottom-left
panel) causes an immediate rise in long-term rates
(bottom-right panel). The rise in long rates in turn
causes real activity to contract somewhat in years 1
and 2, so in this simulation, a future fiscal expansion
has a contractionary effect in the short run.

Thus, FRB/Global accommodates two different,
and somewhat extreme, perspectives on the forma-
tion of expectations. The degree of divergence in the
results produced by each perspective in a given sce-
nario depends on whether the effects of the shock are
anticipated by economic agents.

%, Fulure Gernin Gsed shocks Model-consistent v, limited-informaiio eapectations

Percent

Real GDP

Limited-information

Mol -consisienl

Percentage points

Shori-term intercst rate

1.0

)
{
!
1o+

i

Yeur

Percent

Consumption price deflator

1 1 S R

Pescentage points

Long-term interest rate

NoTE. The shock, of the magnitude given in chart 6, is announced in year 1
for implementation in year 3. See text for definition of expectations alternatives.
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APPENDIX A: THE FOREIGN (-7 FOUATION
BLOCKS

The equation blocks for the foreign G-7 countries
cover government expenditures, tax revenue, net
factor income, potential output, aggregate wages, and
domestic prices.

Goverrmment xpenditires

Total government expenditures are divided into five
components: consumption, investment, subsidies,
transfers to households, and interest payments. Real
government consumption and investment expendi-
tures on goods and services are exogenously deter-
mined, the corresponding nominal values are
obtained using price deflators for government con-
sumption and investment. The nominal value of
government subsidies moves proportionally with
the level of nominal GDP. In contrast, real transfers
to households are assumed to be acyclical, depend-
ing only on potential GDP; nominal transfers are
obtained using the GDP price deflator. Finally, inter-
est payments are computed by multiplying the stock
of government debt by the average rate of return on
outstanding government securities. The average rate
of return is assumed to be a weighted average of two
components: the current short-term Treasury bill rate
and a moving average of past long-terrn bond rates. '3

Lix Revenue

Total government revenues are divided into four com-
ponents: direct taxes, social security payroll taxes,
fuel taxes, and other indirect taxes.!* Direct tax reve-
nue consists mainly of personal and corporate income
taxes and is computed by multiplying the direct tax
rate by nominal net national product (nominal GDP
plus net factor income from abroad, less depreciation
allowances). The direct tax rate is endogenously
determined to stabilize the ratio of real government
debt to potential GDP.

Payroll taxes are assumed to vary proportionally
with labor income, which is the product of the hourly

3. Inall foreign G-7 country blocks, the weights on the short-term
and long-term components are 10 percent and 90 percent respectively.
The long-term component assigns weights of 0.05 to the current
long-term bond rate and 0.95 to the previous period’s long-term
component. In future work, we intend to construct new weights
that reflect cross-country differences in the maturity structure of
government debt.

14. Strictly speaking, payroll taxes are a subcategory of direct
taxes, so direct taxes in this discussion should be understood as
referring to the nonpayroll component of direct tax revenue.

wage rate and total employment.!> The fuel tax rate is
specified on a per-barre] basis, and the value of the
tax per barrel is indexed to the GDP price deflator but
not to the current price of fuel. Other indirect taxes
(for example, the value-added tax) are assumed to
vary proportionally with the value of private con-
sumption and investment expenditures.

Net Investment Income from Abroad

Net investment income from abroad is divided into
four components: direct investment payments and
receipts and portfolio investment payments and
receipts. Each of the four is computed by multiplying
the outstanding stock of claims or liabilities by the
appropriate rate of return. The rate of return on direct
investment liabilities varies with the domestic output
gap, while the rate of return on direct investment
claims varies with a weighted average of foreign
output gaps in which the weights are computed using
bilateral export data. The rate of return on portfolio
lLiabilities is assumed to be a weighted average of two
components: the current short-term interest rate and
a moving average of past long-term interest rates.
Finally, the rate of return on portfolio investment
claims is a weighted average of foreign rates of
return on portfolio investment liabilities, adjusted for
exchange rate movements.

Potential Output

Potential domestic nonfuel output is determined by a
Cobb-Douglas production function exhibiting con-
stant returns to scale with respect to labor, the busi-
ness fixed capital stock, the residential capital stock,
and domestic fuel consumption.!® Potential GDP is
defined as potential nonfuel output less net fuel
imports, a formula that reflects the concept of GDP
as a measure of value added (gross output less raw
materials).

Aggregate Wuges

Under limited-information expectations, the inflation
rate of aggregate wages 1s specified as a function of

I5. Hours of work are assumed to be constant in the current
version of FRB/Global; this variable will be determined endogenously
in future work.

16. These four inputs have output elasticities of 0.7, 0.15, 0.1, and
0.05 respectively. Future work on FRB/Global will incorporate
country-specific production parameters and will relax the assumption
that the industrial sector uses a constant fraction of total domestic fuel
consumption.
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past wage inflation rates as well as current and past
output gaps, consumer price inflation rates, and short-
term interest rates. Under model-consistent expecta-
tions, the aggregate wage rate is determined by over-
lapping nominal wage contracts, as formulated by
Taylor.!7 At the beginning of each quarter, one-fourth
of the work force is assumed to sign new wage
contracts of annual duration. When unemployment
remains at its natural rate, each contract specifies a
wage rate equal to the average expected aggregate
wage rate over the subsequent year. In addition, the
wage contract is adjusted to account for the average
expected deviation of unemployment from its natural
rate over the subsequent year. In particular, for a
given value of the average expected aggregate wage,
a 1 percentage point increase in unemployment
throughout the coming year reduces the current con-
tract wage rate 0.02 percent. Finally, the aggregate
wage rate is defined as the average of the four wage
contracts currently in effect.

Dromevtie Prices

The price deflator for domestic nonfuel output is
determined as a markup over the aggregate wage rate
and the domestic fuel price index.'® The markup rate
is assumed to be mildly procyclical: Given employ-
ment and fuel costs, a persistent 1 percentage point
increase in the output gap generates a 0.36 percent
rise in the domestic nonfuel output price deflator. The
gap between the markup rate and its equilibrium
value shrinks about 33 percent per quarter. Given
prices for fuel imports and exports and the price
deflator for nonfuel output, nominal GDP is com-
puted as nominal domestic nonfuel output less net
fuel imports, and nominal domestic spending is com-
puted as nominal GDP plus net nonfuel imports. The
GDP price deflator is then determined by the ratio of
nominal to real GDP, and the domestic spending
deflator is determined as the ratio of nominal to real
domestic expenditures. The private and government
price deflators for consumption and investment move
proportionally with the domestic spending deflator,
so that the relative prices of the components of
domestic spending are held constant. Finally, the
domestic fuel price depends on the price of imported
fuel and the fuel tax rate.

17. Taylor, “Aggregate Dynamics and Staggered Contracts.”
18. The relative weights are identical to those in the production
function: 0.92 on labor and 0.08 on fuel.

Inport and fxport Prices

The import price deflators for services and nonfuel
goods are determined by a weighted average of for-
eign export prices converted into local currency units,
with the weights constructed from bilateral import
data.

The export price deflators for services and nonfuel
goods are determined by the price of domestic non-
fuel output and a weighted average of foreign output
prices converted into local currency, with the weights
constructed from bilateral export data.

The price deflators for fuel exports and imports are
determined by the local-currency equivalent of the
OPEC oil export price, which is expressed in U.S.
dollars per barrel.

APPENDIN B OFHER FORUIGN-COUNTRY
Forrion BLOCKS of FRE/AGHORAL

Three blocks of equations represent Mexico, the
NIEs, and the SOECD. These three blocks have a
structure similar to that of the foreign G-7 blocks but
with no disaggregation of private investment, govern-
ment revenue, and the capital account. The currencies
of the SOECD are assumed to be pegged to the
German mark, so that SOECD interest rates and
expected inflation move in parallel with the corre-
sponding German variables, apart from differences
in risk premiums on external liabilities. Similarly,
the Mexican peso is assumed to be pegged to the
U.S. dollar, and the NIE currencies are assumed
to be pegged to a trade-weighted basket of foreign
currencies.

The OPEC block is intended to represent fuel-
export-oriented developing economies with no inertia
in their nominal macroeconomic variables. The
OPEC currencies are assumed to be fixed to the U.S.
dollar, and the OPEC nonfuel output price level
adjusts in a flexible way to maintain a stable trade-
weighted real exchange rate. OPEC imports adjust
gradually to maintain a constant ratio of net external
assets to nominal GDP. The OPEC oil export price is
endogenously determined by world fuel consumption
and a trade-weighted index of foreign prices con-
verted into U.S. dollars. For example, a 1 percent
increase in world fuel consumption generates a 1 per-
cent increase in the equilibrium OPEC oil export
price, with an adjustment rate of 40 percent per
quarter toward the new equilibrium price level.

The ROW block of FRB/Global plays a crucial
role in ensuring that all global adding-up constraints
are satisfied. Thus, all ROW variables related to the
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current account and capital account are defined by
accounting identities; for example, ROW net nonfuel
merchandise exports are determined by the sum of
net nonfuel merchandise imports of the other eleven
blocks.

At the same time, the ROW block is intended to be
representative of small open developing economies
with no nominal inertia. Thus, the ROW nonfuel
output price index adjusts fairly quickly in response
to changes in the ratio of net external debt to nominal
GDP. Since the ROW currencies are assumed to be
fixed with respect to the U.S. dollar, these movements
in the ROW price level translate directly into the
trade-weighted real exchange rate, which in turn
influences the net exports of the other eleven blocks
and contributes to the long-run stability of the global
model.

APPENDIN Co CONSIRUCTHON (0 THE
FRBALOBAL BANLLIN

The data used to construct the FRB/Global baseline
come from a variety of sources (table C.1). The
FRB/Global baseline (tables C.2 and C.3) is extrapo-
lated to the fourth quarter of 2025 under the assump-
tion of a gradual transition to a balanced growth path.
Thus, all output gaps in the model are closed within

Col mources of baseline Jta ter FRBAG TRl variables

I

Variables ]

Sources

United States
Domestic
Exlernal sector

FRB/US bascline
Baseline of a Federal Reserve
international transactions model

Fareign industrial countries
National accounts, fiscal
and trade data
Foreign direct and portfolio
investment
Bilateral export and import shares
Fiscal data, stogks of government
debt IMF government finance statistics
Oil production, consumption,
and trade

BIS database

IMF balance of payments statistics
IMF direction of trade statistics

OECD-IEA oil and gas statistics

Oil prices and tax rates
Real capital stocks, depreciation
rates

Developing countries
Mexico and NIEs data
Additional data for NIEs
OPEC and ROW data

OECD-IEA energy prices and taxes
Penn world tables
IMF international finance statistics

DRI database
IMF World Economic Outlook

BIS Bank for International Settlements

IMF International Monetary Fund

QECD-1EA Organisation for Economic Cooperation and Development—

International Enecgy Agency

about ten years, and each component of aggregate
demand converges to a constant fraction of real GDP.
Consumer price inflation gradually converges to a
constant rate of 3 percent, and each wage and price
deflator eventually becomes constant relative to the
consumer price index. Finally, tax rates are adjusted
so that fiscal balance is achieved within about twenty

years. O
CL20 Highlizhis of e FRBAGEb UL Dot
Percent
Counqy or Share of Ratio to CO}Jr-llvfij or—re_giciij'.:?l)—l’“v
region world GDP Exports Net external | Government
pors assets debt
United States ...... 24 11 ~14 49
Germany 8 24 11 77
Japan 15 10 20 59
Canada 2 38 ~43 107
France 5 24 -1 44
Italy 4 24 -3 19
United Kingdom .. 4 29 7 56
SOECD ........... 12 27 16 63
Mexico ........... 1 32 —65 n.a.
NIEs ............ 3 56 16 n.a.
OPEC ............ 2 3 125 n.a.
ROW ............. 20 20 =20 n.a.

No1k. Averages for 1995,
n.a. Not available.

LA Merchnmdise nmports of tie Ulniaed Sedes. Cermanss,
el Japraey i dae FPRBAG Rl Buscline . distobuoted T

Cxpurter
Percent
Exporter | United States rGermany l Japan

United States ............ L 5 19
Germany 5 C 4
Japan 15 5 -
Canada 18 5 3
France 2 11 2
Ttaly ................... 2 8 2
United Kingdom ........ 3 6 2
SOECD 6 39 15
Mexico 8 . 4
NIEs ......... 10 4 12
OPEC 4 2 13
ROW .. ....... 27 20 27
Total ................... 100 100 100

NoTE. Averages for 1995. Imports measured in U.S. dollars.
Not applicable.
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Industrial Production and Capacity Utilization

for August 1997

Released for publication September 15

Industrial production increased 0.7 percent in August,
with widespread gains in manufacturing. In addition,
output growth in July was revised up 0.2 percentage
point to 0.4 percent. The upward revision in July was
largely the result of higher manufacturing output—
especially nondurables. At 121.3 percent of its 1992
average, industrial production in August was 4.7 per-

Industrial production indexes

Twelve-month percent change
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cent higher than in August 1996. The rate of indus-
trial capacity utilization rose to 83.9 percent—its
highest rate since September 1995.

The acceleration in industrial production between
July and August was concentrated in manufacturing;
much of it was related to the 10 percent jump in the
assembly of autos and light trucks, which had
dropped 5 percent from June to July. Excluding motor
vehicles and parts, manufacturing production rose

Twelve-month percent change
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All series are seasonally adjusted. Latest series, August. Capacity is an index of potential industrial production.
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Industrial production and capacity utilization, August 1997

Industrial production, index, 1992 =100
Percentage change
Category 1997
19971 Aug. 1996
| to
May"® \ June® . July* Aug.? May"* Juner | July* Aug.? Aug. 1997
Total ............ccooiiviiiiiiiiii 119.5 119.9 120.4 121.3 1 3 4 g 4.7
Previous estimate ..................... 119.3 119.6 119.8 0 3 2
Major market groups
Products, total? ........ 115.9 116.1 116.3 1172 4 2 2 8 4.4
Consumer goods 112.6 112.5 112.8 113.5 4 -1 3 6 3.1
Business equipment 136.1 137.5 139.0 1417 4 1.0 1.1 1.9 1.0
Construction supplies .......... e 120.6 120.3 118.8 119.2 4 -2 -1.2 4 1
Materials. .. ... 125.2 125.9 127.0 127.8 -2 6 9 7 5.2
Major industry groups
Manufacturing 121.0 121.6 1222 1234 1 4 5 1.0 53
Durable .......... 1327 134.1 134.7 136.8 3 1.0 4 1.6 74
Nondurable 108.7 108.4 109.0 109.3 0 -3 6 3 29
Mining .. 108.1 107.4 106.8 105.8 1.9 -6 -5 -9 1.3
Utilities .......coooveiieiiiii s 112.4 112.1 112.7 1114 -1.0 -3 5 -1 5
Capacity utilization, percent CI;/:)i?i(t)y,
per-
1996 1997 gﬁj;lg:
Average, Low, High, 4
1967-96 1982 198889 Aug. 1996
Aug. May' Juner July* Aug.? Aug. 1997
Total ..................... 82.1 71.1 85.3 83.2 83.5 83.5 83.6 83.9 3.9
Previous estimate ..................... 83.3 83.3 83.1
Manufacturing .............. ... 81.2 69.0 85.7 823 82.4 825 82.6 83.1 42
Advanced processing 80.6 70.4 84.2 80.4 80.3 80.6 80.7 81.3 5.1
Primary processing ............ 823 66.2 88.9 86.5 87.1 86.9 86.9 873 2.3
Mining . 87.5 80.3 86.8 91.9 94.6 93.9 93.2 922 1.0
Utilities . ...oovvnei i 87.2 759 92.6 88.5 88.5 88.2 88.5 874 1.8

Note. Data seasonally adjusted or calculated from seasonally adjusted
monthly data.
1. Change from preceding month.

0.7 percent in August, as it had in July, with large
increases in the output of commercial aircraft, com-
puters, semiconductors, and primary metals. Output
at mines, however, declined 0.9 percent, and that at
utilities fell 1.1 percent.

MARKET GROUPS

Led by a 2.1 percent advance in the production of
durable goods, the overall output of consumer goods
grew (0.6 percent in August; the production of non-
durable goods advanced 0.3 percent. The gain in
consumer durables resulted from the sharp rebound
in the output of motor vehicles, which more than
offset noticeable declines in the production of appli-
ances and most other consumer durables. Among
nondurable consumer goods, the production of non-
energy products increased for the second consecutive
month, with advances in food and tobacco products
and in chemical and paper products. The output of

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

consumer energy products was unchanged in August
because a large gain in the output of automotive
gasoline was nearly offset by a drop in residential
electricity sales.

The output of business equipment expanded at a
1.9 percent pace, marking a third straight month of
sizable gains; this index has increased 11.0 percent
since August 1996. While the growth in business
equipment was led by solid gains in the output of
business vehicles, it was also accompanied by further
strong increases in information processing equip-
ment, especially computers and related equipment,
and by large gains in commercial aircraft and in farm
machinery and equipment. Moreover, after several
months of weakness, the production of industrial
equipment rebounded with big increases in both July
and August. The output of defense and space equip-
ment rose 0.6 percent.

After a drop of 1.2 percent in July, the output of
construction supplies recovered partially with a
0.4 percent increase; nevertheless, the August index
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for this market group was just 0.1 percent above
its August 1996 level. Meanwhile, the production
of materials posted another sizable gain, led by a
1.5 percent increase in the output of durable goods
materials; strong gains in the production of equip-
ment parts, particularly semiconductors, and parts for
consumer durables, especially motor vehicles, sup-
plied much of the boost. Energy materials fell 0.9 per-
cent, with noticeable declines in coal mining and
electricity generation. The output of nondurable
goods materials decreased 0.3 percent; a large gain in
container output was more than offset by drops in the
other major categories of materials.

INDUSTRY GROUPS

Manufacturing output increased 1.0 percent in August
after a 0.5 percent increase in July; excluding motor
vehicles and parts, production rose 0.7 percent for a
second month. The gains in manufacturing output
were largely concentrated in durable goods indus-
tries, which increased 1.6 percent. In addition to the
gain in motor vehicles and parts, there were strong
increases in furniture and fixtures, primary metals,

fabricated metals, industrial machinery and comput-
ers. electrical machinery, aerospace. and instruments.
The output of nondurable goods, which had been
weak since the beginning of the year, rebounded
0.6 percent in July and gained another 0.3 percent in
August. Only two nondurables industries—apparel
and paper—had output losses, while tobacco, petro-
leum, rubber and plastic products, and leather had
substantial gains.

A large drop in coal mining largely accounted for
the decline in mining output, and losses in electricity
generation and sales reduced utility output.

Led by a 7.3 percentage point increase in the
operating rate at auto and light truck factories, the
overall factory operating rate increased 0.5 percent-
age point, to 83.1 percent—its highest level since
September 1995. Similarly, the utilization rate for
advanced-processing industries increased 0.6 per-
centage point, to 81.3 percent—also its highest level
since September 1995. The rate for primary-
processing industries increased 0.4 percentage point,
to 87.3 percent, about the same as its level in March.
The operating rate at mines decreased 1.0 percentage
point, to 92.2 percent, while the rate at utilities
decreased 1.1 percentage points, to 87.4 percent. [
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Announcements

REGUIATION E: AMENDMENTS

The Federal Reserve Board on August 13, 1997,
adopted amendments to its Regulation E (Electronic
Fund Transfers), to carry out statutory amendments
to the Electronic Fund Transfer Act. These changes
became effective September 15, 1997.

The amendments to the regulation exempt certain
“needs-tested” electronic benefit transfer (EBT) pro-
grams established or administered by state or local
government agencies, such as the food stamp pro-
gram, from requirements of the Electronic Fund
Transfer Act. The modified regulatory requirements
that the Board established in its 1994 rulemaking
would continue to apply to federally administered
EBT programs and state and local employment-
related EBT programs, such as state pension
programs.

Generally, EBT programs involve the issuance
of access cards and personal identification numbers
to recipients of government benefits so that they
can obtain their benefits through automated teller
machines and point-of-sale terminals.

MODIFICATIONS OF PRUDENTIAL LIMITS ON
UNDERWRITING AND DEALING ACTIVITIES
THROUGH SECTION 20 SUBSIDIARIES

The Federal Reserve Board on August 22, 1997,
announced modifications to the prudential limits or
firewalls that currently apply to bank holding compa-
nies engaged in securities underwriting and dealing
activities through section 20 subsidiaries. The modifi-
cations are effective October 31, 1997.

The Board is eliminating those restrictions that
have proved to be unduly burdensome or unnecessary
in light of other laws or regulations and is consolidat-
ing the remaining restrictions in a series of eight
operating standards.

The new operating standards will cover the follow-
ing areas:

¢ Capital requirement for bank holding company
and section 20 subsidiaries

* Internal controls

* Interlocks restriction

* Customer disclosure

* Credit for clearing purposes

* Funding of securities purchases from a sec-
tion 20 affiliate

* Reporting requirement

* Application of sections 23A and 23B to foreign
banks.

The Board has concluded that the narrower set of
restrictions will be fully consistent with safety and
soundness and should improve operating efficiencies
at section 20 subsidiaries and increase options for
their customers.

EXTENSION OF THE FEDERAL RESERVE'’S
“REGULAR” BILLING DEPOSIT DEADLINE FOR
ACH TRANSACTIONS

The Federal Reserve Board on August 29, 1997,
announced a five-hour extension of the Federal
Reserve Banks’ automated clearinghouse (ACH)
“regular” billing deposit deadline. ACH operates
twenty-four hours a day.

Effective October 1, 1997, the “regular” process-
ing window will begin at 3:00 a.m. Eastern Time and
close at 1:00 a.m. rather than 8:00 p.m. The fees
assessed to Federal Reserve Bank customers during
this regular billing period are 0.9 cents per transac-
tion and a file fee of $1.75 for files of up to 2,500
transactions and 0.7 cents per transaction and a file
fee of $6.75 for files of more than 2,500 transactions.

The new “premium”™ hours will be between
1:00 a.m. and 3:00 a.m. Eastern Time, and the trans-
action surcharge assessed during this period will
remain 0.5 cents on each ACH item deposited with
the Reserve Banks.

The change will reduce fees charged to customers
originating ACH transactions by approximately
$2.1 million annually. This is the fourth time the
Federal Reserve has reduced its ACH fees in the past
twelve months. These price reductions reflect the
efficiencies the Federal Reserve is realizing from its
centralized ACH processing environment.
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PROPOSED ACTIONS

The Federal Reserve Board on August 1, 1997,
requested comment on a proposal to amend its risk-
based and tier 1 leverage capital guidelines for state
member banks and bank holding companies to
address the treatment of servicing assets on both
mortgage assets and financial assets other than mort-
gages (nonmortgages). Comments were requested by
October 6, 1997.

The Federal Reserve Board on August 5, 1997,
requested comment on a proposal to amend its Regu-
lation D (Reserve Requirements of Depository Insti-
tutions) to allow U.S. branches and agencies of
foreign banks and Edge and agreement corporations

to choose whether to aggregate reserves on a nation-
wide basis in a single account at one Reserve Bank or
to continue to have separate accounts on a same-
state—same-District basis as they do today. Comments
were requested by September 12, 1997.

The Federal Reserve Board on August 22, 1997,
extended the comment period from September 3,
1997, to October 3, 1997, on its proposal to apply
sections 23A and 23B of the Federal Reserve Act to
transactions between a member bank and any subsid-
iary that engages in activities that are impermissible
for the bank itself and that the Congress has not
previously exempted from coverage by section 23A.
The extension is granted to give the public additional
time to comment on the proposal.
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Minutes of the

Federal Open Market Committee Meeting

Held on July 1-2, 1997

A meeting of the Federal Open Market Committee
was held in the offices of the Board of Governors of
the Federal Reserve System in Washington, D.C., on
Tuesday, July 1, 1997, at 2:30 p.m. and continued on
Wednesday, July 2, 1997, at 9:00 a.m.

Present:
Mr. Greenspan, Chairman
Mr. McDonough, Vice Chairman
Mr. Broaddus
Mr. Guynn
Mr. Kelley
Mr. Moskow
Mr. Meyer
Mr. Parry
Ms. Phillips
Ms. Rivlin

Messrs. Hoenig, Jordan, Melzer, and Ms. Minehan,
Alternate Members of the Federal Open Market
Committee

Messrs. Boehne, McTeer, and Stern, Presidents of the
Federal Reserve Banks of Philadelphia, Dallas,
and Minneapolis respectively

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

Mr. Coyne, Assistant Secretary

Mr. Gillum, Assistant Secretary

Mr. Mattingly, General Counsel

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

Mr. Truman, Economist

Messrs. Beebe, Goodfriend, Hunter, Lindsey,
Mishkin, Promisel, Siegman, Slifman,
and Stockton, Associate Economists

Mr. Fisher, Manager, System Open Market Account

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

Messrs. Madigan and Simpson, Associate Directors,
Divisions of Monetary Affairs and Research and
Statistics respectively, Board of Governors

Ms. Johnson, Assistant Director, Division of
International Finance, Board of Governors

Messrs. Reifschneider! and Small,! Section Chiefs,
Divisions of Research and Statistics and
Monetary Affairs respectively, Board of
Governors

Mr. Sichel, Senior Economist, Division of Research
and Statistics, Board of Governors

Mr. Elmendorf,' and Ms. Garrett, Economists,
Division of Monetary Affairs, Board of
Governors

Mr. Lebow,?2 and Ms. Lindner,2 Economists, Division
of Research and Statistics, Board of Governors

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

Ms. Holcomb, First Vice President, Federal Reserve
Bank of Dallas

Ms. Browne, Messrs. Dewald, Hakkio, Kos, Lang,
Rolnick, Rosenblum, and Sniderman, Senior
Vice Presidents, Federal Reserve Banks of
Boston, St. Louis, Kansas City, New York.
Philadelphia, Minneapolis, Dallas, and
Cleveland respectively

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

By unanimous vote, the minutes of the meeting of
the Federal Open Market Committee held on May 20,
1997, were approved.

The Manager of the System Open Market Account
reported on developments in foreign exchange mar-
kets since the meeting on May 20, 1997. There were
no System open market transactions in foreign cur-
rencies during this period, and thus no vote was
required of the Committee.

The Manager also reported on developments in
domestic financial markets and on System open mar-

1. Attended portions of meeting relating to the Committee’s review
of the economic outlook and establishment of its monetary and debt
ranges for 1998.

2. Attended portion of meeting relating to price measurement issues
for monetary policy.
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ket transactions in government securities and federal
agency obligations during the period May 20, 1997,
through June 30, 1997. By unanimous vote, the Com-
mittee ratified these transactions.

The Committee then turned to a discussion of the
economic outlook, the ranges for the growth of
money and debt in 1997 and 1998, and the imple-
mentation of monetary policy over the intermeeting
period ahead. A summary of the economic and finan-
cial information available at the time of the meeting
and of the Committee’s discussion is provided below,
followed by the domestic policy directive that was
approved by the Committee and issued to the Federal
Reserve Bank of New York.

The information reviewed at this meeting sug-
gested that the economic expansion slowed substan-
tially in the second quarter after having surged in late
1996 and earlier this year. Consumer spending decel-
erated considerably, but business spending on durable
equipment increased substantially further and hous-
ing demand appeared to have been well maintained.
Employment growth moderated recently, while indus-
trial production continued to rise appreciably. Price
inflation remained subdued despite high rates of
resource utilization, notably that of labor.

Private nonfarm payroll employment rose at a
reduced pace in May after having registered sizable
advances over the first four months of the year. Job
growth remained brisk in the services sector despite a
further drop in employment at temporary help agen-
cies that might have reflected constraints on the avail-
ability of workers for hire. Although employment
in construction recovered in May from the weather-
depressed level in April, the underlying growth in
such jobs seemed to have slowed. Employment in
manufacturing changed little over April and May
after having increased moderately in the first quarter.
The average workweek for production or nonsupervi-
sory workers was unchanged in May but was slightly
below the average for the first quarter. The civilian
unemployment rate fell slightly further to 4.8 percent
in May.

Industrial production continued to grow briskly in
May. Manufacturing output recorded a substantial
gain and mining production rose considerably; how-
ever, cooler-than-average weather led to a drop in
utility output. Much of the rise in manufacturing
reflected a rebound in the production of motor vehi-
cles and parts from strike-depressed levels in April
and strength in the output of business equipment,
construction supplies, and materials. With output
generally keeping pace with the rapid expansion of
factory capacity, the rate of utilization of manufactur-
ing capacity remained at a relatively high level.

Personal consumption expenditures, in real terms,
rose substantially in May after having changed little
on balance over the preceding three months. Spend-
ing on services remained on a solid uptrend in May,
while aggregate purchases of goods turned up after
three months of lackluster spending on nondurable
goods and motor vehicles. The unusual weather pat-
terns of late winter and early spring apparently had
a depressing effect on consumer expenditures, espe-
cially for seasonal items; however, the combination
of strong job gains, buoyant sentiment, and increased
household net worth pointed to a possible resumption
of more robust spending by consumers.

Housing activity appeared to have been generally
well maintained in recent months. Although housing
starts were down somewhat in May from the rela-
tively elevated average rate for the first four months
of the year, this slowing might have been, at least in
part, the result of unusually mild winter weather that
enabled an early start on spring building activity. The
latest information on home sales suggested continued
firm demand for single-family housing: Sales of
existing homes rose in May and were among the
highest monthly totals on record, and sales of new
homes in April (latest data available) were down only
a little from the brisk pace of earlier months in the
year.

Available information suggested further sizable
gains in business fixed investment. Shipments of
nondefense capital goods edged higher in May after
having posted large increases in earlier months of the
year. Shipments of computers had been particularly
strong this year in conjunction with rapidly falling
prices, but shipments of other categories of capital
goods also had been robust on balance. Recent data
on orders pointed to further brisk growth in com-
ing months. Nonresidential construction activity
appeared to have eased recently, with construction-
put-in-place slipping in March and April from the
elevated pace of the first two months of the year.
However, other information suggested that the down-
turn might be shortlived: Vacancy rates for office
space had been declining, prices for commercial real
estate had been edging up, and recent data on con-
tracts suggested that building activity would improve
in coming months.

Business inventory investment picked up sharply
in April from the slow pace in March but, overall,
stocks remained at a low level in relation to sales.
In manufacturing, much of the increase in stocks
occurred in capital goods industries in which produc-
tion was expanding briskly. In the wholesale sector, a
substantial decline in stocks in April more than offset
a sizable increase in March, and the aggregate stock—
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sales ratio for the sector fell further over the March—
April period. Retail inventories rose considerably in
April, with notable increases in stocks of apparel and
general merchandise. In a departure from the general
downtrend of recent months, inventory—sales ratios
for most types of retail establishments were up appre-
ciably in April.

The nominal deficit on U.S. trade in goods and
services narrowed somewhat in April from a
downward-revised average rate in the first quarter.
The value of exports in April rose substantially from
the first-quarter level, led by increases in exports of
machinery and aircraft. The value of imports also
rose but less than that of exports; imports were up in
most trade categories except petroleum products.
Recent information suggested that, on average, eco-
nomic activity in the major foreign industrial coun-
tries continued to grow at a moderate rate in the
second quarter. Growth remained robust in Canada
and the United Kingdom and was improving in Ger-
many, France, and Italy. Economic activity appeared
to have flattened temporarily in Japan after an
increase in the consumption tax in April.

Price inflation remained subdued. For a third
straight month, consumer prices recorded only a
slight increase in May. Favorable developments in
food and energy continued to hold down the overall
rise and accounted for a much smaller advance in the
index of prices of all consumer items over the twelve
months ended in May than over the previous twelve
months. The decline in core CPI inflation over the
same time period was much less, though this measure
of inflation also remained relatively restrained. At the
producer level, prices of finished goods other than
food and energy fell further in May and were little
changed over the year ended that month. At earlier
stages of processing, producer prices for intermediate
materials other than food and energy changed little
over the year ended in May, and producer prices
at the crude level advanced only slightly. The tight
conditions prevailing in labor markets were associ-
ated with a somewhat larger increase in average
hourly earnings in the twelve months ended in May
than in the year-earlier period.

At its meeting on May 20, 1997, the Committee
adopted a directive that called for maintaining the
existing degree of pressure on reserve positions.
Because the members saw the potential need for
some tightening in monetary policy to counter rising
inflationary pressures, perhaps in the relatively near
term, the directive included a bias toward the pos-
sible firming of reserve conditions during the inter-
meeting period. The reserve conditions associated
with this directive were expected to be consistent

with moderate growth of M2 and M3 over coming
months.

Open market operations were directed throughout
the intermeeting period toward maintaining the exist-
ing degree of pressure on reserve positions, and the
federal funds rate averaged close to the intended level
of 5'2 percent. Most other market interest rates
declined somewhat on balance during the period.
Market participants apparently concluded that the
likelihood of further policy tightening had decreased
substantially in light of incoming data that suggested
slowing growth of final demand and continued sub-
dued inflation. Share prices in equity markets rose
considerably further.

In foreign exchange markets, the trade-weighted
value of the dollar in terms of the other G-10 curren-
cies was up on balance over the intermeeting period;
the advance occurred despite a smaller decline on
average in long-term interest rates abroad than in the
United States. The dollar rose appreciably against the
German mark and most other continental European
currencies amid growing market concerns that there
would be broad participation in the European Mone-
tary Union despite the fact that the major European
countries would not be able to comply strictly with
the Maastricht fiscal standards and related expec-
tations that the euro would be a weak currency. In
contrast, the dollar fell against the Japanese yen and
the British pound; the yen moved up as markets
focused more closely on recent and prospective
increases in Japan’s current account surplus, and the
pound strengthened in anticipation of further policy
tightening by the Bank of England.

Expansion of M2 and M3 slowed sharply in May
in association with a swing in household bal-
ances related to large tax payments; growth of M2
rebounded in June, but M3 accelerated less. For the
year through June, M2 increased at a rate near the
upper bound of its range for the year. Rapid growth
of M3 over the first half of the year, partly in conjunc-
tion with robust expansion of bank credit, placed
growth of this aggregate somewhat above the upper
bound of its range. The rate of increase in total
domestic nonfinancial debt had been a little higher in
recent months; for the year to date, this aggregate had
grown at a rate near the middle of its range.

The staff forecast prepared for this meeting sug-
gested that the economy would expand at a pace
somewhat above that of its estimated potential in the
second half of the year but would slow to a rate of
increase more in line with that of potential in 1998.
Growth of consumer spending, supported by high
levels of household wealth and further projected
gains in employment and income, was expected to be



826 Federal Reserve Bulletin [J October 1997

relatively brisk for some time. Business spending on
equipment and structures was anticipated to continue
outpacing the overall expansion of the economy,
though the differential would tend to narrow in asso-
ciation with the gradual diminution of increases in
sales and profits that was expected to occur in
the context of moderating economic growth. Housing
construction was projected to drift lower over the
forecast period. The staff anticipated that fiscal policy
and the external sector would exert mild restraint on
the expansion of economic activity. With labor com-
pensation gradually accelerating in the context of
high resource utilization, core consumer price infla-
tion was forecast to drift slightly higher.

In the Committee’s discussion of current and
prospective economic developments, members com-
mented on the continuing exceptional performance of
the economy, including widespread indications of
strength in business activity and subdued inflation.
After a surge in late 1996 and earlier this year, the
rate of expansion had moderated considerably in
recent months, and the members generally expected
economic activity to settle into a pattern of growth
over the next six quarters that would approximate the
economy’s estimated output potential. A major factor
in that outlook was their expectation of some decel-
eration in demands for consumer durables and busi-
ness plant and equipment in light of the substantial
buildup of such assets that already had taken place in
recent years. However, given the underlying strength
of the expansion, favorable financial conditions, and
the absence of major imbalances in the economy, the
risks of a different outcome were judged to be in the
direction of somewhat faster growth than currently
projected. The outlook for inflation was subject to
particular uncertainty. Despite an economy that had
been operating for a considerable period at rates of
resource utilization that were very close to, and by
some estimates somewhat above, sustainable levels,
inflation had remained relatively low and indeed had
declined on the basis of some broad measures of
prices. Such an outcome was very much welcome,
but the reasons for it were not completely understood
and appeared to include some factors that might exert
only temporary restraint on price increases. Conse-
quently, continuing pressures on resources associated
with economic growth in line with the members’
current forecasts could well be reflected in rising
inflation over time.

In keeping with the practice at meetings when the
Committee sets its long-run ranges for the money and
debt aggregates, the members of the Committee and
the Federal Reserve Bank presidents not currently
serving as members provided individual projections

of the growth in real and nominal GDP, the rate of
unemployment, and the rate of inflation for the years
1997 and 1998. The forecasts of the rate of expansion
in real GDP for 1997 as a whole had a central
tendency of 3 to 34 percent and for 1998 were
centered on a range of 2 to 24 percent. With regard
to the growth of nominal GDP, most of the forecasts
were in ranges of 5 to 5% percent for 1997 and 4% to
5 percent for 1998. The civilian rate of unemploy-
ment associated with these forecasts had a central
tendency of 4% to 5 percent in the fourth quarters of
both years. Projections of the rate of inflation, as
measured by the consumer price index, pointed to a
sizable moderation this year from the rate in 1996
and a partially offsetting rise in 1998, with prices of
food and energy accounting for much of the swing.
Specifically, the projections converged on CPI infla-
tion rates of 24 to 22 percent in 1997 and 2% to
3 percent in 1998.

In their review of the outlook for economic activity
in major sectors of the economy, members referred to
the generally sluggish pace of retail sales in recent
months. It was noted, however, that the slowdown
was perhaps in part an adjustment to very strong
growth of sales in previous months, and some mem-
bers commented on anecdotal indications of some
pickup in recent weeks. More importantly, under-
lying trends and fundamentals pointed to prospective
growth in consumer expenditures at a pace that was
likely to continue to provide key support for further
moderate expansion in overall economic activity. In
particular, jobs and incomes had continued to post
sizable gains; further large increases in stock market
prices had raised wealth-to-income ratios sharply;
and consumer optimism had risen to new highs. On
the other hand, the accumulation of consumer dura-
bles that had occurred over the course of the current
cyclical advance was likely to exert a retarding influ-
ence on the rise in consumer spending. Other some-
what restraining factors included the prospect of
some softening in housing demand and related pur-
chases of household goods and the already heavy
debt repayment burdens of many consumers. Some
members also noted that a possible correction from
the currently elevated levels of stock market prices
could have adverse effects on consumer sentiment
and purchasing power. On balance, growth in per-
sonal consumer expenditures was seen as likely to
approximate the moderate rate of increase projected
in overall domestic demand.

The members viewed the prospects for further
growth in business fixed investment as another
important supportive factor in the outlook for
sustained economic expansion. Current indicators
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pointed to the continuation of very rapid growth in
such spending over the near term, but some modera-
tion was likely over the course of coming quarters in
conjunction with the projected slowing in the increase
of overall demand and the very large buildup in the
stock of capital that already had occurred in recent
years. Even so, investment spending was likely to be
relatively robust over the projection horizon in the
context of continuing incentives to hold down pro-
duction costs in highly competitive markets and to
take advantage of falling prices and wider applica-
tions for certain types of new equipment, notably
computer-related equipment. The ready availability
of both debt and equity finance on favorable terms,
an upbeat outlook for sales in many industries, and
generally high profit levels were other positive
factors. The outlook for nonresidential construction
activity also seemed to be relatively favorable. Mem-
bers referred to declining vacancy rates and rising
rents for commercial structures in many parts of the
country and noted that coastruction contracts for new
office buildings and hotels recently had turned up on
a nationwide basis after a pause earlier this year. In
sum, the growth in business fixed investment seemed
likely to continue to outpace that of overall demand
in coming quarters.

Some restraint on aggregate demand would come
from other sectors of the economy—notably govern-
ment spending, net exports, housing. and perhaps
business inventories. None of these factors seemed
likely to exert a substantially negative effect. but in
total they were expected to help keep the pace of the
expansion close to the estimated rate of increase in
the economy’s potential over coming quarters.

During the course of the Committee’s discussion,
many of the members commented on the persistence
of an impressively benign inflation performance
despite widespread indications of very high. and by
some measures increasing, levels of capacity use.
Indeed, most broad measures of prices pointed to
subdued or even declining inflation, and it was diffi-
cult to find evidence of rising inflation pressures
in “pipeline” price data or the wage structure. The
members anticipated that inflation as measured by
the consumer price index would decrease appreciably
over 1997 as a result of favorable developments in
the food and especially the energy sectors of the
economy and declining import prices associated with
the previous appreciation of the dollar. These positive
influences would wane over time, however, and con-
sumer prices were likely to rise at a somewhat faster
pace in 1998.

The members agreed that the risks to their price
forecasts were in the direction of higher inflation,

given already high levels of capacity use and their
expectations of appreciable further economic growth.
Nonetheless, the relatively low inflation experienced
despite a lengthy period of fully employed resources
suggested that the timing of a potential upturn in
inflation—indeed whether inflation would in fact
pick up—could not be predicted with any degree of
confidence on the basis of past historical patterns.
The reasons for the persistence of a relatively benign
inflation performance in the current expansion were
not fully understood. They included some temporary
factors such as the effect of the rise in the dollar on
import prices and the restraint on health care costs.
More fundamentally, they presumably also involved
the favorable effects on production costs of wide-
spread business restructurings and the large volume
of investment in more productive technology in
recent years. the impact of both factors on the job
security concerns of workers and their willingness to
accept reduced increases in compensation, and the
effects of an intense degree of competition among
domestic and foreign producers in U.S. markets. With
regard to the possibility that more robust productivity
increases would be holding down production costs, it
was noted that a surge in economic activity, such as
had occurred in late 1996 and early 1997, tended to
be accompanied by above-trend gains in productivity.
A slower pace of economic growth in the second
quarter and beyond might provide an opportunity to
assess whether productivity increases were on a clear
uptrend and could help to explain the favorable
behavior of prices over an extended period. In any
event. it was too early to reach any firm conclusion
on this issue or the broader question of whether or
when a rise in inflation might materialize under
anticipated economic conditions.

The members also discussed a staff study of the
relative performance of various price indexes as
measures of inflation. Members noted that most broad
measures of inflation moved together over extended
periods of time. but they did not always do so over
short intervals. Differences in construction. coverage.
and other factors meant that none of the individual
measures was clearly superior in assessing general
inflation trends. and several members commented
that all measures needed to be monitored.

In keeping with the requirements of the Full
Employment and Balanced Growth Act of 1978
(the Humphrey—Hawkins Act). the Committee at this
meeting reviewed the ranges tor growth of the mone-
tary and debt aggregates that it had established in
February for 1997, and it decided on tentative ranges
for those aggregates tor 1998. The current ranges set
in February for the period from the tourth quarter of
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1996 to the fourth quarter of 1997 were unchanged
from the ranges for 1996 and included expansion of
1 to 5 percent for M2 and 2 to 6 percent for M3. An
unchanged range of 3 to 7 percent also was set in
January for growth of total domestic nonfinancial
debt in 1997.

All the members favored retaining the current
ranges for this year and extending them on a provi-
sional basis to 1998. They anticipated that growth of
M2 probably would continue at rates in the upper part
of its current range in both years and that of M3 at
rates approximating or even slightly above the upper
bound of its range, given the Committee’s expecta-
tions for the performance of the economy and prices.
The current ranges were not expected to be guides
to money growth under anticipated conditions in the
period ahead, but instead could be viewed as anchors
or benchmarks for money growth that would be asso-
ciated with approximate price stability and sustained
economic growth, assuming behavior of velocity in
line with historical experience. Accordingly, a reaffir-
mation of those ranges would underscore the Com-
mittee’s commitment to a policy of achieving price
stability over time, and in the view of at least some
members, higher ranges could raise questions in this
regard.

Over the past few years, in contrast to earlier in the
1990s, the behavior of the broad aggregates, espe-
cially that of M2, in relation to nominal GDP and
short-term interest rates had displayed a pattern that
was in line with historical norms before the 1990s.
The members viewed this as an encouraging develop-
ment in that it raised the possibility of giving more
weight at some point to the performance of these
aggregates as useful indicators in formulating mone-
tary policy. However, the period of more predictable
M2 and M3 behavior was still relatively brief, and
such behavior had occurred at a time of generally
settled conditions in financial markets and the over-
all economy. The prospective performance of these
aggregates in periods of rapid changes in financial
and economic conditions was still an open question,
and in light of the uncertainties that were involved
the members concluded that it would be premature
to place increased reliance on them in the conduct
of policy. Accordingly, the Committee decided that
despite projected growth of M2 and M3 at rates in the
vicinity of the upper limits of the current ranges,
prevailing uncertainties made it desirable to retain
those ranges as benchmarks for the achievement of
price stability rather than to establish higher ranges
that seemed more likely to capture expected out-
comes. In the circumstances, any tendency for growth
of the monetary aggregates to move outside the Com-

mittee’s ranges would not in itself call for a policy
adjustment but would continue to be interpreted in
the context of a broad range of business and financial
developments bearing on the prospective perfor-
mance of the overall economy.

The Committee members were unanimously in
favor of retaining the current range of 3 to 7 percent
for growth of total domestic nonfinancial debt in
1997 and extending that range on a provisional basis
to 1998. They took account of a staff projection
indicating that growth of the debt aggregate was
likely to slow somewhat from its pace in 1995 and
1996, reflecting a small reduction in the expansion of
federal government debt. According to the staff pro-
jection, growth in the debt measure would be near the
midpoint of the existing range over the period
through 1998.

At the conclusion of this discussion, the Commit-
tee voted to reaffirm the ranges for growth of M2,
M3, and total domestic nonfinancial debt that it had
established in February for 1997. For the year 1998,
the Committee approved provisional ranges for the
three aggregates that were unchanged from the 1997
ranges. In keeping with its usual procedure under
the Humphrey-Hawkins Act, the Committee would
review its preliminary ranges for 1998 early next
year, or sooner if interim conditions warranted, in
light of their growth and velocity behavior and ongo-
ing economic and financial developments. Accord-
ingly, the Committee voted to incorporate the follow-
ing statement regarding the 1997 and 1998 ranges in
its domestic policy directive:

The Federal Open Market Committee seeks monetary
and financial conditions that will foster price stability and
promote sustainable growth in output. [n furtherance of
these objectives, the Committee reaffirmed at this meeting
the ranges it had established in February for growth of M2
and M3 of | to 5 percent and 2 to 6 percent respectively,
measured from the fourth quarter of 1996 to the fourth
quarter of 1997. The range for growth of total domestic
nonfinancial debt was maintained at 3 to 7 percent for the
year. For 1998, the Committee agreed on tentative ranges
for monetary growth, measured from the fourth quarter of
1997 to the fourth quarter of 1998, of 1 to 5 percent for M2
and 2 to 6 percent for M3. The Committee provisionally set
the associated range for growth of total domestic nonfinan-
cial debt at 3 to 7 percent for 1998. The behavior of the
monetary aggregates will continue to be evaluated in the
light of progress toward price level stability, movements in
their velocities, and developments in the economy and
financial markets.

Votes for this action: Messrs. Greenspan, McDonough,
Broaddus, Guynn, Kelley, Meyer, Moskow, Parry,
Mses. Phillips and Rivlin. Votes against this action:
None.
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In the Committee’s discussion of policy for the
intermeeting period ahead, all the members favored
or could support a proposal to maintain an unchanged
policy stance. and they strongly supported the reten-
tion of a bias toward restraint. An unchanged policy
seemed appropriate with inflation still quiescent and
business activity projected to settle into a pattern
of moderate growth broadly consistent with the
economy’s long-run output potential. While the mem-
bers assessed risks surrounding such a forecast as
decidedly tilted to the upside, the slowing of the
expansion should keep resource utilization from ris-
ing substantially further, and this outlook together
with the absence of significant early signs of rising
inflationary pressures suggested the desirability of a
cautious “‘wait and see’’ policy stance at this point. In
the current uncertain environment, this would afford
the Committee an opportunity to gauge the momen-
tum of the expansion and the related degree of pres-
sure on resources and prices. The risks of waiting
appeared to be limited, given that the evidence at
hand did not point to a step-up in inflation despite
low unemployment and that the current stance of
monetary policy did not seem to be overly accommo-
dative, at least on the basis of some measures such
as the level of real short-term interest rates. In these
circumstances, any tendency for price pressures to
mount was likely to emerge only gradually and to
be reversible through a relatively limited policy
adjustment. Some members commented, however,
that in the absence of unanticipated weakness in
the economy, some tightening of policy was likely
to be needed in the relatively near future, and one
expressed the view that a tightening action at this
meeting seemed desirable to forestall or limit the
risks of intensifying inflationary pressures. However,
waiting was an acceptable alternative given the favor-
able economic news and the persisting uncertainties
surrounding the relationship of output to prices.

In their discussion of possible adjustments to pol-
icy during the intermeeting period, all the members
indicated that they wanted to retain the existing asym-
metry toward restraint adopted at the May meeting.
An asymmetric directive was consistent with their
view that the risks clearly were in the direction of
excessive demand pressures in the economy and an
associated upward trend in inflation. Such a bias in
the directive also would serve the purpose of signal-
ing the Committee’s ongoing commitment to curb
inflation in the interest of fostering maximum sustain-
able economic growth and employment. The mem-
bers agreed that the current environment called for
careful monitoring of developments and for prompt
action by the Committee if needed to counter rising

inflation. Indeed, in the interest of fostering a continu-
ation of sustainable growth of the economy, it would
be desirable to tighten on the basis of early signs of
potentially intensifying inflation and before higher
inflation actually materialized.

At the conclusion of the Committee’s discussion,
all the members indicated that they could support a
directive that called for maintaining the existing
degree of pressure on reserve positions and that
retained a bias toward the possible firming of reserve
conditions during the intermeeting period. Accord-
ingly, in the context of the Committee’s long-run
objectives for price stability and sustainable eco-
nomic growth, and giving careful consideration to
economic, financial, and monetary developments, the
Committee decided that somewhat greater reserve
restraint would be acceptable and slightly lesser
reserve restraint might be acceptable during the inter-
meeting period. The reserve conditions contemplated
at this meeting were expected to be consistent with
moderate expansion in M2 and M3 over coming
months.

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

The information reviewed at this meeting suggests that
the economic expansion slowed substantially in the sec-
ond quarter after surging in late 1996 and earlier this
year. Private nonfarm payroll employment increased at a
reduced pace in May, but the civilian unemployment rate
fell slightly further to 4.8 percent. Industrial production
registered another sizable gain in May. Personal consump-
tion expenditures, in real terms, rose substantially in May
after having changed little over the preceding three months.
Housing activity appears to have been well maintained in
recent months. Available indicators point to further sizable
gains in business fixed investment. The nominal deficit on
U.S. trade in goods and services narrowed somewhat in
April from its downward-revised average rate in the first
quarter. Price inflation has remained subdued.

Market interest rates generally have declined somewhat
since the day before the Committee meeting on May 20,
1997; share prices in equity markets have risen consid-
erably further. In foreign exchange markets, the trade-
weighted value of the dollar in terms of the other G-10
currencies was up slightly on balance over the intermeeting
period.

Growth of M2 and M3 fluctuated sharply from April to
May in association with a swing in household balances
related to large tax payments; on balance, both aggregates
expanded at a moderate pace over the two months, and
available data pointed to further moderate growth in June.
For the year through June, M2 expanded at a rate near the
upper bound of its range for the year and M3 at a rate
somewhat above the upper bound of its range. Total domes-
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tic nonfinancial debt has continued to expand in recent
months and is near the middle of its range.

The Federal Open Market Committee seeks monetary
and financial conditions that will foster price stability and
promote sustainable growth in output. In furtherance of
these objectives, the Committee reaffirmed at this meeting
the ranges it had established in February for growth of M2
and M3 of 1 to 5 percent and 2 to 6 percent respectively,
measured from the fourth quarter of 1996 to the fourth
quarter of 1997. The range for growth of total domestic
nonfinancial debt was maintained at 3 to 7 percent for the
year. For 1998, the Committee agreed on tentative ranges
for monetary growth, measured from the fourth quarter of
1997 to the fourth quarter of 1998, of 1 to 5 percent for M2
and 2 to 6 percent for M3. The Committee provisionally set
the associated range for growth of total domestic nonfinan-
cial debt at 3 to 7 percent for 1998. The behavior of the
monetary aggregates will continue to be evaluated in the
light of progress toward price level stability, movements in

their velocities, and developments in the economy and

financial markets.
In the implementation of policy for the immediate future,
the Committee seeks to maintain the existing degree of

pressure on reserve positions. In the context of the Com-
mittee’s long-run objectives for price stability and sustain-
able economic growth, and giving careful consideration to
economic, financial, and monetary developments, some-
what greater reserve restraint would or slightly lesser
reserve restraint might be acceptable in the intermeeting
period. The contemplated reserve conditions are expected
to be consistent with moderate growth in M2 and M3 over
coming months.

Votes for this action: Messrs. Greenspan, McDonough,
Broaddus, Guynn, Kelley, Meyer, Moskow, Parry,
Mses. Phillips and Rivlin. Votes against this action:
None.

It was agreed that the next meeting of the Commit-
tee would be held on Tuesday, August 19, 1997.
The meeting adjourned at 11:55 a.m. on July 2.

Donald L. Kohn
Secretary
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Legal Developments

FINAL RULE—AMENDMENT TO REGULATION E

The Board of Governors is amending 12 C.E.R. Part 205,
its Regulation E (Electronic Fund Transfers). The revisions
implement an amendment to the Electronic Fund Transfer
Act (“EFTA”), contained in the Personal Responsibility
and Work Opportunity Reconciliation Act of 1996, that
exempts certain electronic benefit transfer (“EBT”) pro-
grams from the EFTA. Generally, EBT programs involve
the issuance of access cards and personal identification
numbers to recipients of government benefits so that they
can obtain their benefits through automated teller machines
and point-of-sale terminals. The Board’s amendments to
Regulation E exempt needs-tested EBT programs that are
established or administered by state or local government
agencies. Federally administered EBT programs and state
and local employment-related EBT programs (such as state
pension programs) remain covered by Regulation E subject
to modified requirements.

Effective September 15, 1997, 12 C.ER. Part 205 is
amended as follows:

Part 205—Electronic Fund Transfers (Regula-
tion E)

1. The authority citation for Part 205 is revised to read as
follows:

Authority: 15 U.S.C. 1693-1693r.

2. Section 205.15 is amended by revising paragraph (a) to
read as follows:

Section 205.15—Electronic fund transfer of
government benefits.

(a) Government agency subject to regulation. (1) A govern-
ment agency is deemed to be a financial institution for
purposes of the act and this part if directly or indirectly it
issues an access device to a consumer for use in initiat-
ing an electronic fund transfer of government benefits
from an account, other than needs-tested benefits in a
program established under state or local law or adminis-
tered by a state or local agency. The agency shall comply
with all applicable requirements of the act and this part,
except as provided in this section.

(2) For purposes of this section, the term account means
an account established by a government agency for
distributing government benefits to a consumer electron-
ically, such as through automated teller machines or

point-of-sale terminals, but does not include an account
for distributing needs-tested benefits in a program estab-
lished under state or local law or administered by a state
or local agency.

FINAL RULE—AMENDMENT TO RULES REGARDING
DELEGATION OF AUTHORITY

The Board of Governors is amending 12 C.ER. Part 265,
its Rules Regarding Delegation of Authority, to remove the
delegation to the Board’s General Counsel to approve
provisions of Federal Reserve Bank operating circulars
related to uniform services. Under a newly amended super-
visory letter, other Board officials will review uniform
Reserve Bank operating circulars, in consultation with the
General Counsel.

Effective August 21, 1997, 12 C.ER. Part 265 is
amended as follows:

Part 265—Rules Regarding Delegation of Authority
1. The authority citation for Part 265 continues to read as
follows:

Authority: 12 U.S.C. 248(i) and (k).

Section 265.6[Amended]

2. In section 265.6, paragraph (a)(5) is removed.

ORDERS ISSUED UNDER BANK HOLDING COMPANY ACT

Orders Issued Under Section 3 of the Bank Holding
Company Act

Northwest Bancorp, MHC
Warren, Pennsylvania

Northwest Bancorp, Inc.
Warren, Pennsylvania

Order Approving Formation of a Bank Holding Company
and Acquisitions by Bank Holding Companies

Northwest Bancorp, MHC (“MHC”’), Warren, Pennsylva-
nia, a bank holding company within the meaning of the
Bank Holding Company Act (“BHC Act”) and organized
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in mutual form, has requested the Board’s approval under
section 3 of the BHC Act (12 US.C. § 1842) to reorganize
its corporate structure by forming Northwest Bancorp, Inc.
(“Bancorp™), as a majority owned subsidiary stock bank
holding company that would own all the voting shares of
MHC’s subsidiary bank, Northwest Savings Bank
(“Bank™), all of Warren, Pennsylvania. Bancorp also has
requested the Board’s approval to become a bank holding
company under section 3 of the BHC Act.

Notice of this proposal, affording interested persons an
opportunity to submit comments, has been published
(62 Federal Register 3513 (1997)). The time for filing
comments has expired, and the Board has considered the
proposal and all comments received in light of the factors
set forth in section 3 of the BHC Act.

Bank is the [9th largest depository institution in Penn-
sylvania, controlling approximately $1.5 billion in depos-
its, representing less than 1 percent of all deposits in
depository institutions in the state.! Based on all the facts
of record, including the fact that the transaction represents
a corporate reorganization to form a second-tier bank hold-
ing company, the Board concludes that consummation of
the proposal would not have a significantly adverse effect
on competition or on the concentration of banking re-
sources in any relevant banking market, and that competi-
tive considerations are consistent with approval.

In every application under section 3 of the BHC Act, the
Board is required to consider the financial and managerial
resources and future prospects of the companies and banks
concerned, and the convenience and needs of the communi-
ties to be served. MHC owns approximately 69 percent of
the voting shares of Bank. The remaining 31 percent of
Bank’s shares are owned by members of the public, includ-
ing minority shareholders who serve as senior management
of Bank and members of MHC's board of trustees. Share-
holders of Bank would exchange their stock for voting
shares of Bancorp, and would own the same percentage of
shares of Bancorp as they currently own of Bank.?

When the Board approved the formation of MHC in
1994, the Board noted that, because MHC did not own all
the voting shares of Bank., equity could be transferred from
the mutual owners of the holding company to the minority
shareholders of Bank at the expense of the mutual owners
if MHC were the only shareholder to waive dividends from
Bank.? The Board concluded that such a result could

1. All banking data are as of September 30, 1996. In this context,
depository iustitutions include commercial banks, savings banks. and
savings and loan associations.

2. Bancorp would be formed through a series of transactions that
would occur simultaneously. Bancorp would initially be formed as a
wholly owned subsidiary of Bank. Bancorp would then charter an
interim savings bank as a wholly owned subsidiary. Bank would
merge with the interim savings bank and, as the surviving institution,
become a wholly owned subsidiary of Bancorp. The shareholders of
Bank would then exchange their Bank stock for Bancorp stock on a
one-for-one basis and Bancorp would own all the voting stock of
Bank.

3. See Northwest Bancorp, MHC. 80 Federal Reserve Bulletin 1131
(1994) (**Northwest Order™).

present adverse considerations under the financial and man-
agerial resources and future prospects and convenience and
needs factors required to be reviewed under the BHC Act.*
After carefully reviewing all the facts of record, including
MHC’s commitments requiring Bank to retain any divi-
dends waived, and the fulfillment of the conditions im-
posed by the Federal Deposit Insurance Corporation
(“FDIC™) and the Pennsylvania Department of Banking,
the Board concluded that these factors were consistent with
approving the formation of MHC.?

The formation of Bancorp as a subsidiary stock com-
pany between MHC and Bank potentially raises the same
adverse considerations discussed in the Northwest Order,
Bancorp, for example. as a company controlled by MHC,
could pay a dividend to insider minority shareholders,
notwithstanding MHC’s dividend waiver commitment, by
issuing special classes of stock with dividend rights to the
minority shareholders. In addition, insider minority share-
holders could increase the value of their shares at no cost
through the repurchase of MHC stock by Bancorp, or by
repurchases of insider minority shareholdings at above
market prices. The Board is also concerned that the prefer-
ence to purchase new shares of Bank or shares of MHC
that was provided to Bank’s depositors by the Northwest
Order could be circumvented through the sale of new
shares of Bancorp.®

To address these concerns, MHC and Bancorp have
made a number of commitments set forth in the Appendix.
In particalar, MHC or its subsidiaries will not issue any
securities that would give the holder a right to acquire
equity securities or convey an interest in the retained
earnings of the issuer to a person other than MHC without
the Board’s approval. Bancorp also will seek the Board's
approval before repurchasing any equity securities from
MHC, will repurchase equity securities from shareholders
other than MHC only at the current market price, and will

4. The Board noted that a waiver of dividends by MHC could
reduce or impair its ability to serve as a source of strength for Bank.
The Board also concluded that a decision by MHC''s board of trustees
to execute such a waiver, without a corresponding waiver by the
minority shareholders, raised a potential conflict of interest because,
as minority shareholders, board members had a financial interest in the
waiver. The potential conflict was of particular concern in a company
that was organized in mutual form because, unlike a stack company
whose management may be replaced by its shareholders, state law did
not provide a mechanism for management of a mutual holding com-
pany to be changed by its mutual owners. See Northwest Order at
1132-33.

5. The commitments and conditions discussed in the Northwest
Order are specifically incorporated by reference as commitments and
conditions in connection with the Board’s action on this proposal.

6. The Office of Thrift Supervision’s (**OTS”) regulations require
that if a stock thrift subsidiary of a mutual holding company issues
stock, the thrift must first offer the stock to its depositors before
offering shares to the public. including stock issuances to fund an
acquisition. FDIC regulations require the FDIC to take into account
the extent to which a proposal to convert a state chartered savings
bank to stock form complies with the OTS regulations, including
stock issuances and depositor preference rules. MHC has agreed to
commitments that are consistent with the OTS’s depositor preference
rules and the commitments in the Northwest Order.
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maintain detailed records of all stock repurchases. Finally,
Bank’s depositors will be accorded the same preference to
purchase shares that is provided by the Northwest Order
for any sale, transfer or issuance of shares of Bank or
Bancorp to any person other than MHC. The Board be-
lieves that these commitments permit the Board to monitor
and address the issues raised when a mutual holding com-
pany owns less than all the voting shares of a savings bank
through a subsidiary stock holding company. In this light,
and based on all the facts of record, including consultations
with federal and state banking supervisory agencies, the
Board concludes the financial and managerial resources
and future prospects of MHC, Bancorp, and Bank are
consistent with approval, as are the convenience and needs
and other supervisory factors that the Board must consider
under section 3 of the BHC Act.

Based on the foregoing and other facts of record, the
Board has determined that the applications should be, and
hereby are, approved. The Board’s approval of the pro-
posal is expressly conditioned on compliance with all the
commitments made by the applicants in connection with
the applications, including the commitments and condi-
tions discussed in the order, and is conditioned on receipt
by the applicants of all necessary approvals from all rele-
vant regulators, and compliance with the requirements
imposed by those regulators. For purposes of this action,
the commitments and conditions relied on by the Board in
reaching this decision are deemed to be conditions im-
posed in writing and, as such, may be enforced in proceed-
ings under applicable law.

This proposal shall not be consummated before the fif-
teenth calendar day after 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 Cleveland, acting pursu-
ant to delegated authority.

By order of the Board of Governors,
August 18. 1997.

effective

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

JENNIFER J. JOHNSON
Deputy Secretary of the Board

APPENDIX

(1) MHC will not sell, transfer, or otherwise dispose of any
of its shares in Bancorp, or Bank to any person (including
an Employee Stock Ownership Plan) and Bancorp will not
sell, transfer, or otherwise dispose of any of its shares of
Bank without the prior approval of the Board. Bancorp,
Bank, or any other direct or indirect subsidiary of MHC
will not issue equity securities or any securities that would
accord the holder the right to acquire equity securities or
that would bestow upon the holder an interest in the
retained earnings of the issuer to persons other than MHC,

unless MHC and Bancorp seek prior approval of the Board
and the Board approves the issuance;
(2) In any conversion of MHC from mutual to stock form,
the holding company will file an application for approval
of the conversion with the Board and will comply with the
rules and regulations of the Office of Thrift Supervision
(““OTS”) as if Bank were a savings association and MHC
and Bancorp were savings and loan holding companies,
respectively, except that such rules shall be administered
by the Board;
(3) In connection with commitments 1 and 2, MHC and
Bancorp agree with the following:
A. In any sale, transfer or issuance of shares of Bank or
Bancorp to any person other than MHC, the depositors
of Bank will be accorded the same stock purchase prior-
ities given to depositors of a mutual savings association
in connection with such association converting to stock
form, unless such condition is waived by the Board. In
making such sale, or transferring or issuing such shares,
MHC and Bancorp and their management will comply
with any fiduciary duty they owe.
B. The Board will take into account the extent to which
the proposed transactions conform with the provisions
and purpose of the regulations of the OTS (12 C.FR.
Parts 563b and 575) and the FDIC (12 C.ER. 303.15 and
333.4), as currently in effect at the time the Board
reviews the required materials related to the proposed
transactions. Any nonconformity with those provisions
will be closely scrutinized. Conformity with the OTS
and FDIC requirements, however, will not be sufficient
for Board regulatory purposes if the Board determines
that the proposed transaction would pose a risk to the
institution’s safety and soundness, violate any law or
regulations, or present a breach of fiduciary duty.
(4) Bancorp commits to seek the Board’s prior approval
before repurchasing any equity securities from MHC. Ban-
corp commits that any repurchases of equity securities
from shareholders other than MHC shall be at the current
market price for such share repurchase. Bancorp shall
maintain detailed records of all stock repurchases for re-
view by the Board;
(5) MHC and Bancorp commit not to incur debt without
receiving prior approval from the Board; and
(6) MHC and Bancorp commit not to pledge the stock of
Bancorp in support of any borrowing without receiving
prior approval from the Board.

Santa Barbara Bancorp
Santa Barbara, California

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

Santa Barbara Bancorp, Santa Barbara (“Bancorp”), a
bank holding company within the meaning of the Bank
Holding Company Act (“BHC Act’), has requested the
Board’s approval under section 3 of the BHC Act
(12 U.S.C. § 1842) to acquire Citizens State Bank of Santa
Paula, Santa Paula (‘““‘Citizens Bank’"), both in California.
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Bancorp’s subsidiary bank, Santa Barbara Bank and Trust,
Santa Barbara, California (“SB Bank™), also has requested
the Board’s approval under section 18(c) of the Federal
Deposit Insurance Act (12 U.S.C. § 1828(c)) (the “Bank
Merger Act”) to merge with Citizens Bank, and under
section 9 of the Federal Reserve Act (12 U.S.C. 321) (the
“FRA”) to establish branches at the existing offices of
Citizens Bank set forth in the Appendix.

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(62 Federal Register 35,397 (1997)). As required by the
Bank Merger Act, reports on the competitive effects of the
merger were requested from the United States Attorney
General (“Department of Justice”). The time for filing
comments has expired, and the Board has considered the
proposal and all comments received in light of the factors
set forth in section 3(c) of the BHC Act. the Bank Merger
Act, and the FRA.

Bancorp is the 35th largest depository institution in
California, controlling deposits of approximately $1 bil-
lion, representing less than 1 percent of total deposits in
depository institutions in the state.! Citizens Bank is the
252nd largest depository institution in California, control-
ling approximately $68 million in deposits. representing
less than 1 percent of total deposits in depository institu-
tions in the state. On consummation of the proposal, Ban-
corp would remain the 35th largest depository institution
and continue to control less than 1 percent of total deposits
in depository institutions in the state.

SB Bank and Citizens Bank compete directly in the
Oxnard-Ventura, California, banking market.? SB Bank is
the eighth largest depository institution in the banking
market, controlling deposits of approximately $68 million,
representing 2.4 percent of total deposits in depository
institutions in the market (“market deposits™). Citizens
Bank is the ninth largest depository institution in the
Oxnard-Ventura market, controlling deposits of approxi-
mately $67.6 million, representing 2.4 percent of market
deposits. On consummation of the proposal, SB Bank
would become the fifth largest depository institution in the
market, controlling deposits of approximately $135.6 mil-
lion, representing approximately 5 percent of market de-
posits. Twenty-one competitors would remain in the
Oxnard-Ventura banking market.

L. Tn this context, depository institutions include commercial banks.
savings banks, and savings associations. State deposit. market share,
and rank data are as of June 30. 1996, and incorporate structural
changes through May 1997. Market share data are based on a calcula-
tion in which the deposits of thrift institutions are included at
50 percent. The Board previously has indicated that thrift institutions
have become, or have the potential to become, significant competitors
of commercial banks. See WM Bancorp. 76 Federal Reserve Bulletin
788 (1990); National City Corporation, 70 Federal Reserve Bulletin
743 (1984). Thus, the Board has regularly included thrift deposits in
the calculation of market share on a 50-percent weighted basis. See,
e.g., First Hawaiian Inc., 77 Federal Reserve Bulletin 52 (1991).

2. The Oxnard-Ventura banking market is approximated by the
Oxnard-Ventura RMA and the towns of Fillmore, Ojai, Piru, Port
Hueneme and Santa Paula, all in California.

The Herfindahl-Hirschman Index (“HHI"") for the bank-
ing market would increase by 12 points to 1469.% The
increase in market concentration as measured by the HHI
would be well within the Department of Justice Merger
Guidelines. The Department of Justice has advised the
Board that consummation of the proposal would not likely
have any significantly adverse competitive effects in the
Oxnard-Ventura banking market or any other relevant
banking market.

Based on these and all the facts of record. the Board
concludes that consummation of the proposal is not likely
to have a significantly adverse effect on competition or on
the concentration of banking services in the Oxnard-
Ventura banking market or any other relevant market.

Other Factors

The BHC Act and the Bank Merger Act also require the
Board, in acting on an application, to consider the financial
and managerial resources of the companies and banks
involved, the convenience and needs of the communities to
be served. and certain other supervisory factors.

A. Financial, Managerial, and Other Supervisory
Factors

The Board has carefully considered the financial and man-
agerial resources and future prospects of Bancorp,
SB Bank, and Citizens Bank, and other supervisory factors
in light of all the facts of record. The facts include supervi-
sory reports of examination assessing the financial and
managerial resources of the organizations. and confidential
financial information provided by Bancorp. Based on these
and all other facts of record, the Board concludes that all
the supervisory factors under the BHC Act and the Bank
Merger Act, including the financial and managerial re-
sources and future prospects of the institutions involved,
are consistent with approval of the proposal.

B. Convenience and Needs Factor

The Board also has carefully considered the effect of the
proposal on the convenience and needs of the communities
to be served in light of all the facts of record. In reviewing
convenience and needs considerations, the Board notes that
SB Bank provides a range of financial services including
mortgage, consumer. agricultural and small business loans.

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 between 1000 and 1800 is considered to be
moderately concentrated. The Departinent of Justice has informed the
Board that a bank merger or acquisition generally will not be chal-
lenged (in the absence of other factors indicating anticompetitive
effects) unless the post-merger HHI is at least 1800 and the merger
increases the HHI by more than 200 points. The Department of Justice
has stated that the higher than normal HHI thresholds for. screening
bank mergers for anticompetitive effects implicitly recognize the
competitive effect of limited-purpose lenders and other nondepository
financial entities.
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SB Bank also provides financing for affordable housing
and community development. Bancorp has indicated that
SB Bank plans to continue to offer credit products cur-
rently offered by Citizens Bank and may adopt portions of
Citizen Bank’s program for helping to meet community
credit needs into SB Bank’s program after consummation
of the proposal. Moreover, Bancorp expects that the acqui-
sition of Citizens Bank would strengthen SB Bank’s ability
to provide financial services throughout the combined ser-
vice areas, including service areas comprised primarily of
low- and moderate-income (““LMI"") individuals and small
businesses.

The Board also has long held that consideration of the
convenience and needs factor includes a review of the
records of the relevant depository institutions under the
Community Reinvestment Act (12 U.S.C. § 2901 et seq.)
(""CRA"). The CRA performance records of the institu-
tions involved are reviewed below in light of all the facts
of record, including comments received on the proposal.

CRA Performance Examinations. As provided in the
CRA, the Board evaluates the convenience and needs
factor in light of examinations of the CRA performance
records of the relevant institutions by their primary federal
supervisor. An institution’s most recent CRA performance
evaluation is a particularly important consideration in the
applications process because it represents a detailed on-site
evaluation of the institution’s overall record of perfor-
mance under the CRA by its primary federal supervisor.*

SB Bank received a “satisfactory” rating from the Fed-
eral Reserve Bank of San Francisco (“Reserve Bank™) at
its most recent examination for CRA performance. as of
July 15, 1996 (“SB Bank Examination”). Citizens Bank
received an “outstanding” rating from the Reserve Bank at
its most recent examination for CRA performance, as of
March 10, 1997.

CRA Performance Record of SB Bank.

Lending. Examiners considered the overall lending activi-
ties of SB Bank to be very responsive to community credit
needs. They noted that LMI census tracts comprised
37 percent of the bank’s delineated community and that
41 percent of its loans were made to borrowers with zip
codes in LMI areas during the period from July 1994 to
July 1996 covered by the SB Bank Examination. Examin-
ers also considered the geographic distribution of SB
Bank’s loans to be good and favorably noted that
92 percent of the bank’s loans were made within its delin-
eated community.

The SB Bank Examination concluded that residential
mortgage lending to LMI borrowers in the bank’s delin-
eated community was particularly difficult because of the

4. The Statement of the Federal Financial Supervisory Agencies
Regarding the Community Reinvestment Act (“Agency CRA State-
ment”) provides that a CRA examination is an important and often
controlling factor in the consideration of an institution’s CRA record.
and that reports of these examinations will be given great weight in
the applications process. 54 Federal Register 13.742, 13,745 (1989).

high cost of housing in Santa Barbara County. To address
housing-related credit needs, SB Bank offers a number of
residential mortgage products® and actively participates in
programs that provide affordable housing to LMI individu-
als. Overall, the bank estimates that it made 17 loans
totalling approximately $22.6 million to 9 affordable hous-
ing organizations and developers since 1996. The bank
has, for example, provided financing to the Santa Barbara
Housing Authority totalling approximately $5.9 million
since 1996. In addition, SB Bank has made approximately
$1 million in loans since 1996 through the Santa Barbara
County Home Buyers Assistance Program for the South
Coast Region. SB Bank also is affiliated with the Coastal
Housing Partnership which offers a loan program with
flexible underwriting guidelines called the Housing for
Employees Loan Program. Since 1996, the bank has made
65 loans, totalling approximately $1.6 million through the
program. SB Bank also provides financing to other devel-
opers specializing in the construction of affordable housing
for LMI individuals in Santa Barbara and Ventura Coun-
ties.®

The SB Bank Examination also concluded that the bank
was very responsive to the credit needs of small busi-
nesses. One SB Bank product. for example. offered small
business loans in amounts less than $35,000 within
24 hours after completion of a one-page application. In
addition, the bank’s Community Banking Group focused
on the credit needs of small businesses with less than
$1 million in gross revenues. Examiners found that
SB Bank made more than 1000 commercial loans, totalling
approximately $17.3 million, for amounts of less than
$100.000, and 12 loans, totalling $11.1 million, for agricul-
tural purposes, during the examination period. The
SB Examination noted that although loans secured by
mixed-use property were difficult to obtain in the commu-
nity, SB Bank made 5 such loans totalling $2.5 million. In
addition, examiners noted that the bank made 17 loans.
totalling approximately $652.000 to start-up businesses.”
In 1996, SB Bank originated 696 small business loans.
totalling approximately $52.4 million. SB Bank also made
business development loans through its affiliation with the
California Coastal Rural Development Corporation,® and
participated in a number of small business organizations,
including Women’s Economic Ventures, Santa Barbara

5. Examiners noted that SB Bank offered 50 different residential
mortgage loans and had made 496 mortgage loans totalling
$103 million during the examination period. Examiners concluded
that SB Bank's overall lending levels reflect responsiveness to the
community’s credit needs.

6. SB Bank has operated in Ventura County for approximately two
years and would expand its presence in the county through the
acquisition of Citizens Bank. SB Bank has developed programs for
LMI residents in Ventura County similar to the programs offered in
Santa Barbara County.

7. SB Bank estimates that since 1996, the bank made 14 business
development loans totalling approximately $698,000 to 13 small
businesses.

8. Examiners noted that SB Bank made 13 small business loans
totalling $1 million in affiliation with this non-profit small business
development organization.
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Hispanic Chamber of Commerce, and Ventura County
Economic Development.

Marketing and Ascertainment. The SB Examination
found that the bank’s marketing program informed all
segments of the community of general financial products
and services offered, including those that had been devel-
oped to address identified community credit needs. More-
over, examiners considered the bank’s ascertainment ef-
forts to be satisfactory in light of management’s regular
contact with various community organizations and its for-
mal call program. The examiners reported that senior man-
agement satisfactorily responded to local input regarding
community credit needs and the changing marketplace.

SB Bank established a Hispanic Marketing Committee
to focus on the credit needs of Hispanic residents within its
delineated community. In 1996, the bank made 116 small
business loans, totalling $4.9 million, in the seven census
tracts with the largest Hispanic populations in bank’s delin-
eated community. In addition, SB Bank has Spanish-
speaking employees in 19 of its 21 branches, with 46 of its
224 employees available for Spanish-speaking customers.®
SB Bank also stated that it would more prominently dis-
play brochures in Spanish that describe the products and
services available in all its branches.

Branch Locations. The SB Bank Examination found that
SB Bank’s branches were readily accessible to all seg-
ments of SB Bank’s community, that office hours and
services were tailored toward the convenience and needs of
the community, and that the bank periodically reviewed the
effectiveness of its branches. Since the SB Bank Examina-
tion. the bank’s branch closing policies have been modified
to include the consideration of the impact of a branch
closing on the community before closing the branch.
SB Bank has not closed a branch since it was chartered
37 years ago, and it does not anticipate branch closings as a
result of the proposal.'®

Comments on the proposal. The Board has carefully
reviewed comments contending that SB Bank’s efforts in
lending and outreach to LMI and minority residents, partic-
ularly Hispanic residents, are inadequate.!! These concerns

9. The two branches without Spanish speaking employees are
located in areas with small Hispanic populations.

10. The Board previously has noted that federal banking law
addresses branch closings by specifically requiring an insured deposi-
tory institution to provide notice to the appropriate regulatory agency
prior to closing a branch. See section 42 of the Federal Deposit
Insurance Corporation Act (12 U.S.C. § 1831r-1), as implemented by
the Joint Policy Statement Regarding Branch Closing (58 Federal
Register 49,083 (1993)). The statute, however, does not authorize the
federal regulators to prevent the closing of any branch. Similarly, the
BHC Act and the Bank Merger Act do not make approval of a
proposal contingent on an applicant’s commitment to keep open all
branches of the resulting institution. Instead, branch closings resulting
from a proposed acquisition are reviewed insofar as they affect the
general availability of bank services and offices as one of the several
factors the Board considers in assessing the effect of the acquisition on
the convenience and needs of the community to be served. See
Westamerica Bank, 83 Federal Reserve Bulletin 614 (1997).

11. The commenters are The California Reinvestment Committee,
the Santa Clara Valley Citizens for Economic Vitality and the Board
of Supervisors of Ventura County. The Board also has received

are based, in large measure, on data filed by SB Bank
under the Home Mortgage Disclosure Act (12 U.S.C. 2801
et seq.) (“HMDA”).12

The Board has reviewed the 1994, 1995, and 1996
HMDA data reported by SB Bank in light of the com-
ments. These data reflect some disparities in the rate of
loan originations, denials, and applications by racial group
or income level. The Board is concerned when the record
of an institution indicates such disparities, and believes that
all banks are obligated to ensure that their lending practices
are based on criteria that ensure not only safe and sound
lending. but also equal access to credit by creditworthy
applicants regardless of race. The Board recognizes, how-
ever. that HMDA data alone provide an incomplete mea-
sure of an institution’s lending in its community because
these data cover only a few categories of housing-related
lending. Moreover, HMDA data provide only limited infor-
mation about the covered loans.!* HMDA data, therefore,
have limitations that make the data an inadequate basis,
absent other information, for concluding that an institution
has engaged in illegal lending discrimination.

In light of the limitations of HMDA data, the Board has
carefully reviewed other information, particularly examina-
tion reports that provide an on-site evaluation of compli-
ance with the fair lending laws by SB Bank. The
SB Examination found no evidence of prohibited discrimi-

submissions from commenters and SB Bank regarding information
provided to the commenters by SB Bank after the close of the
comment period. The comments discuss efforts by commenters to
resolve issues raised in their timely comments through commitments
to increase lending to affordable housing projects, small businesses,
community development projects. and to increase other CRA-related
activities. Although the Board has indicated in previous orders and in
the Agency CRA Statement that communication by depository institu-
tions with community groups provides a valuable method of assessing
and determining how best to address the credit needs of the commu-
nity, the Board concludes that the substance of the comments does not
involve matters required to be considered by the Board. Neither the
CRA nor the Agency CRA Statement require an insured depository
institution to enter into commitments with community representatives.
In reviewing an application under the BHC Act and the Bank Merger
Act, the CRA and the Agency CRA Statement instead require the
Board to focus on the established record of performance of the
institutions involved and the programs and policies that the institu-
tions have in place to assist in meeting the credit needs of their entire
communities. In this case, the facts of record indicate that SB Bank
has programs to help meet the credit needs of its community.

12. Commenters also maintain SB Bank should establish a branch in
Piru, California, to serve the unmet banking needs of the LMI resi-
dents in this small rural community. As discussed above, the SB Bank
Examination found that the bank's branches were readily accessible to
all segments of SB Bank’s community. Moreover, SB Bank would
acquire and keep open a branch of Citizens Bank located in Fillmore,
California, which is approximately seven miles from Piru. The record
indicates that residents in this area of California regularly drive to
work in Valencia and Ventura which are located 10 miles and
33 miles, respectively, from Piru. In this light, Piru residents would
continue to have reasonable access to banking services from SB Bank
after consummation of the proposal.

13. These data, for example. do not provide a basis for an indepen-
dent assessment of whether an applicant who was denied credit was,
in fact, creditworthy. Credit history problems and excessive debt
levels relative to income — reasons most frequently cited by a credit
denial — are not available from HMDA data.
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nation or illegal credit practices, and found the bank to be
in substantial compliance with antidiscrimination laws and
regulations.'® The record also indicates that SB Bank has
taken a number of steps to ensure compliance with the fair
lending laws. Examiners found, for example, that the board
of directors and senior management have developed ade-
quate policies and training programs supporting nondis-
crimination in lending and credit activities. As a part of
these programs, bank personnel receive periodic training in
fair lending policy and compliance bulletins and articles
regarding fair lending issues.

Conclusion on Convenience and Needs Considerations

The Board has carefully considered all the facts of record,
including the public comments received, responses to those
comments, and the CRA performance records of SB Bank
and Citizens Bank, including relevant reports of examina-
tion.'* Based on a review of the entire record, and for the
reasons discussed in this order, the Board has conciuded
that convenience and needs considerations, including the
CRA records of performance of SB Bank and Citizens
Bank, are consistent with approval of this proposal.

C. FRA Factors

SB Bank also has applied under section 9 of the FRA to
establish branches at the offices of Citizens Bank listed in
the appendix. The Board has considered the factors it is
required to consider when reviewing applications for estab-
lishing branches pursuant to the FRA and, for the reasons
discussed in this order, finds those factors to be consistent
with approval.

14. Commenters point out that examiners noted widespread viola-
tions of technical provisions of Regulation C and HMDA in the
SB Examination. In considering the overall managerial record and
convenience and needs factor in this case, the Board has carefully
reviewed these violations in light of information regarding the type
and scope of the violations, the response of SB Bank to the findings,
and additional supervisory information. The Board concludes that
SB Bank's response adequately addresses the issues raised by examin-
ers at this time. If future examinations by the Reserve Bank indicate
that additional steps are necessary, the Board retains sufficient supervi-
sory authority to require corrective action.

15. Commenters contend that SB Bank’s CRA performance rating
should have been less than satisfactory in light of certain remarks
made by examiners in the SB Examination. Commenters also main-
tain that the acquisition of Citizens Bank by a bank with a lower CRA
performance rating raises concerns about the possible adverse impact
the acquisition will have on the community currently served by
Citizens Bank. Although the SB Bank Examination noted some areas
in which bank could improve its CRA performance, the examiners
rated the bank’s overall performance as ‘‘satisfactory.” In addition,
SB Bank has initiated measures that satisfactorily respond to the
examiners’ comments, Moreover, SB Bank’s record of CRA perfor-
mance indicates that the convenience and needs of the communities
currently served by Citizens Bank would continue to be served after
consummation of the proposal in a manner consistent with the require-
ments of the BHC Act, the Bank Merger Act, and the CRA.

Conclusion

For these reasons, and in light of all the other facts of
record, the Board has determined that the application
should be, and hereby is, approved.'¢ The Board’s approval
is expressly conditioned on compliance with all the com-
mitments made in connection with the applications. The
commitments relied on by the Board in reaching this
decision shall be deemed to be conditions imposed in
writing by the Board in connection with its findings and
decision, and, as such, may be enforced in proceedings
under applicable law.

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

By order of the Board of Governors, effective Au-
gust 21, 1997.

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

JENNIFER J. JOHNSON
Deputy Secretary of the Board

APPENDIX

Branches of SB Bank to be established at Citizens Bank
locations:

1. 948 East Main Street, Santa Paula, California 93060
2. 537 West Harvard Boulevard, Santa Paula, California
93060

16. Commenters have requested that the Board hold a public hear-
ing or meeting on this proposal. Section 3(b) of the BHC Act does not
require the Board to hold a public hearing on an application unless the
appropriate supervisory authority for the bank to be acquired makes a
timely written recommendation of denial of the application. In this
case, the Board has not received such a recommendation from any
state or federal supervisory authority. In addition, neither the Bank
Merger Act nor the FRA require a public meeting on an application.

Under its rules, the Board also may, in its discretion, hold a public
hearing or meeting on an application or notice to clarify factual issues
related to the proposal and to provide an opportunity for testimony.
See 12 C.ER. 225.25(a)(2), 262.3(e), and 262.25(d). The Board has
carefully considered commenters’ requests for a hearing or meeting in
light of all the facts of record. In the Board’s view, commenters have
had ample opportunity to submit views, and have, in fact, provided
written submissions that have been considered by the Board in acting
on this proposal. The requests fail to demonstrate why these written
submissions do not adequately present commenters’ allegations. After
a careful review of all the facts of record, the Board has concluded
that these requests fail to identify any genuine dispute about facts that
are material to the Board’s decision or any other basis on which a
hearing or meeting would be warranted. Based on all the facts of
record, the Board has determined that a public hearing or meeting is
not necessary to clarify the factual record in the proposal, and is not
otherwise warranted in this case. Accordingly, the request for a public
hearing or meeting on the proposal is hereby denied.
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3. 316 Central Avenue, Fillmore, California 93015

Orders Issued Under Section 4 of the Bank Holding
Company Act

CoreStates Financial Corporation
Philadelphia, Pennsylvania

Order Approving a Notice to Engage in Certain
Nonbanking Activities

CoreStates Financial Corporation, Philadelphia, Pennsylva-
nia (“CoreStates”), a bank holding company within the
meaning of the Bank Holding Company Act (“BHC Act™)
has requested the Board’s approval under section 4(c)(8) of
the BHC Act (12 U.S.C. § 1843(c)(8)) and section 225.24
of the Board’s Regulation Y (12 C.FR. 225.24) to engage
in the following nonbanking activities through its wholly
owned subsidiary, CoreStates Securities Corporation, Phil-
adelphia, Pennsylvania (“Company”’):
(1) Underwriting and dealing in, to a limited extent,
certain municipal revenue bonds (including certain un-
rated municipal revenue bonds), 1-4 family mortgage-
related securities, consumer receivable-related securi-
ties, and commercial paper (collectively, “‘bank-
ineligible securities™);
(2) Providing financial and investment advisory ser-
vices, pursuant to section 225.28(b)(6) of Regulation Y
(12 C.FR. 225.28(b)(6));
(3) Buying and selling all types of securities on the order
of customers as a “‘riskless principal,” pursuant to sec-
tion 225.28(b)(7)(ii} of Regulation Y (12 C.ER.
225.28(b)(7)(ii));
(4) Acting as agent in the private placement of all types
of securities, pursuant to section 225.28(b)(7)(iii) of
Regulation Y (12 C.ER. 225.28(b)(7)(iii));
(5) Providing other transactional services, pursuant to
section 225.28(b)(7)(v) of Regulation Y (12 C.FR.
225.28(b)(7)(v)): and
(6) Providing investing and trading services, pursuant to
section 225.28(b)(8)(ii)) of Regulation Y (12 C.ER.
225.28(b)(8)(ii).

In addition, CoreStates proposes that Company engage in
extending credit and servicing loans, activities related to
extending credit, leasing personal and real property, and
management consulting and counseling activities that are
related to Company’s underwriting and dealing, private
placement, riskless principal, and other securities activi-
ties. These activities would be conducted in accordance
with the Board’s Regulation Y.!

Notice of the proposal, affording interested persons an
opportunity to submit comments. has been published
(62 Federal Register 32,117 (1997)). The time for filing
comments has expired, and the Board has considered the

1. Sections 225.28(b)(1), (b)(2), (b}(3), and (b)(9) of Regulation Y
(12 C.ER. 225.28(b)(1), (b)(2), (b)(3). and (b}(9)).

notice and all comments received in light of the factors set
forth in section 4(c)(8) of the BHC Act.

CoreStates, with total consolidated assets of approxi-
mately $45.3 billion, is the 21st largest banking organiza-
tion in the United States.? CoreStates operates bank subsid-
iaries in Pennsylvania, New Jersey, and Delaware, and
engages through its subsidiaries in a broad range of permis-
sible nonbanking activities. Company is, and will continue
to be, registered as a broker-dealer with the Securities and
Exchange Commission (“SEC”’) under the Securities Ex-
change Act of 1934 (15 U.S.C. § 78a er seq.) and a member
of the National Association of Securities Dealers, Inc.
("NASD™). Accordingly, Company is, and will continue to
be, subject to the recordkeeping and reporting obligations,
fiduciary standards, and other requirements of the Securi-
ties Exchange Act of 1934, the SEC, and the NASD.

Underwriting and Dealing in Bank-Ineligible Securities

The Board has determined that, subject to the prudential
framework of limitations established in previous decisions
to address the potential for conflicts of interests, unsound
banking practices, or other adverse effects, the proposed
activities of underwriting and dealing in bank-ineligible
securities are so closely related to banking as to be a proper
incident thereto within the meaning of section 4(c)(8) of
the BHC Act.? CoreStates has committed that Company
will conduct the underwriting and dealing activities using
the same methods and procedures and subject to the same
prudential limitations established by the Board in the Sec-
tion 20 Orders.*

The Board also has previously determined that conduct
of the proposed activities is consistent with section 20 of
the Glass—Steagall Act (12 U.S.C. § 377), provided that the
company engaged in underwriting and dealing activities
derives no more than 25 percent of its gross revenues from
underwriting and dealing in bank-ineligible securities over
a two-year period.> CoreStates has committed that Com-

2. Asset and ranking data are as of March 31, 1997.

3. See Citicorp. 73 Federal Reserve Bulletin 473 (1987), aff’d sub
nom. Securities Industry Ass’n v. Board of Governors of the Federal
Reserve System, 839 F.2d 47 (2d Cir.), cert. denied, 486 U.S. 1059
(1988), as modified by Review of Restrictions on Director, Officer and
Employee Interlocks, Cross-Marketing Activities, and the Purchase
and Sale of Financial Assets Between a Section 20 Subsidiary and an
Affiliated Bank or Thrift, 61 Federal Register 57.679 (1996) (collec-
tively, “Section 20 Orders™).

4. In connection with its proposal, CoreStates proposes to under-
write and deal in unrated municipal revenue bonds. CoreStates has
committed that Company will not underwrite unrated municipal reve-
nue bonds until the Federal Reserve System has reviewed Company’s
policies and procedures with respect to such activities. In conducting
this activity. Company will in each case conduct an independent credit
review to determine that the securities are of investment grade quality.
CoreStates also has provided other commitments previously relied on
by the Board in authorizing a section 20 company to underwrite and
deal in unrated municipal revenue bonds. See Letter Interpreting
Section 20 Orders, 81 Federal Reserve Bulletin 198 (1995). BOK
Financial Corporation, 83 Federal Reserve Bulletin 510 (1997).

5. See Section 20 Orders. Compliance with the revenue limitation
shall be calculated in accordance with the method stated in the Sec-
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pany will conduct its bank-ineligible securities underwrit-
ing and dealing activities subject to the Board’s revenue
limit.

Other Activities Approved by Regulation

As noted above, Company proposes to engage in providing
credit, servicing loans, and activities related to extending
credit; leasing personal or real property: providing finan-
cial and investment advisory services; providing riskless
principal, private placement and other transactional ser-
vices; providing investing and trading services: and provid-
ing management consulting and counseling services.” The
Board previously has determined by regulation that each of
the proposed activities is closely related to banking for
purposes of section 4(c)(8) of the BHC Act.® CoreStates
and Company will conduct these activities in accordance
with the limitations set forth in Regulation Y. and the
Board’s orders and interpretations relating to each of these
activities.”

Proper Incident to Banking Standard

To approve this notice, the Board also must consider
whether performance of the proposed activities is a proper
incident to banking, that is, whether the activities proposed
“can reasonably be expected to produce benefits to the
public . . . that outweigh possible adverse effects, such as
undue concentration ot resources, decreased or unfair com-
petition, conflicts of interests, or unsound banking practic-
es.”'9 As part of its evaluation of these factors, the Board
considers the financial condition and managerial resources

tion 20 Orders. as modified by the Order Approving Modifications 1o
the Section 20 Orders, 75 Federal Reserve Bullerin 751 (1989) and
10 Percent Revenue Limit on Bank-Ineligible Activities of Subsidiaries
of Bank Holding Companies Engaged in Underwriting and Dealing in
Securities, 61 Federal Register 48.953 (1996) and Revenue Limit on
Bank-Ineligible Activities of Subsidiaries of Bank Holding Companies
Engaged in Underwriting and Dealing in Securities, 61 Federal
Register 68,750 (1996) (collectively, “Maudification Orders™).

6. Company may provide services that are necessary incidents to the
proposed underwriting and dealing activities. Unless Company re-
ceives specific approval under section 4(c)(8) of the BHC Act to
conduct the activities independently, any revenues from the incidental
activities must be treated as ineligible revenues subject to the Board's
revenue limitation.

7. As provided in the Section 20 Orders. no corporate reorganiza-
tion of any subsidiary engaged in underwriting and dealing in bank-
ineligible securities may be consummated without prior Board ap-
proval. CoreStates has stated that Company will not engage in any
additional activities or transfer assets or businesses into Company
without first consulting with the Board.

8. See 12C.FR. 225.28(b)(1). (b)2). (b)(3), (b)6). (b)7)ii),
(b)(7)(313), (b)(T)(v), (b)(B)(ii), and (b)}(9).

9. CoreStates also proposes that Company enter into a dual-
employee arrangement with a third party insurance agent to sell
annuity products. CoreStates has committed that the dual-employee
arrangement will be consistent with the BHC Act and the restrictions
and limitations previously established by the Board on such insurance
sales arrangements. See. e.g.. Letter dated December 6, 1995, from
J. Virgil Mattingly. Jr., to Russell J. Bruemmer, Esq.

10. 12 US.C. § 1843(c)8).

of the notificant and its subsidiaries and the effect the
transaction would have on such resources.!’ The Board has
carefully examined the financial resources, management
expertise, and risk management policies of CoreStates and
its subsidiaries. Based on all the facts of record, the Board
concludes that financial and managerial considerations are
consistent with approval.

The Board expects that the de novo entry of Company
into the market for the proposed services would provide
added convenience to CoreStates’s customers and would
increase the level of competition among existing providers
of these services. As noted above, CoreStates has commit-
ted that Company will conduct its bank-ineligible securi-
ties underwriting and dealing activities in accordance with
the prudential framework established by the Board’s Sec-
tion 20 Orders. Under the framework and conditions estab-
lished in this order and the Section 20 Orders, the Board
concludes that Company’s proposed limited conduct of
underwriting and dealing in bank-ineligible securities is
not likely to result in significantly adverse effects. such as
undue concentration of resources, decreased or unfair com-
petition, conflicts of interest, or unsound banking practices
that would outweigh the public benefits. Similarly, the
Board finds no evidence that Company’s riskless principal,
private placement, and other nonbanking activities—
conducted under the framework and conditions established
in this order and Regulation Y—would likely result in any
significant adverse effects that would outweigh the pablic
benefits of the proposal. Accordingly, the Board has deter-
mined that performance of the proposed activities by Core-
States are a proper incident to banking for purposes of
section 4(c)(8) of the BHC Act.

Conclusion

Based on all the facts of record, and subject to the commit-
ments made by CoreStates, as well as the terms and condi-
tions set forth in this order and in the Board's orders and
regulations noted above, the Board has determined that the
notice should be, and hereby is, approved. Approval of the
proposal also is conditioned on compliance by CoreStates
and Company with the commitments made in connection
with the notice, the conditions referenced in this order, and
the above-cited Board regulations and orders. The Board's
determination also is subject to all the terms and conditions
set forth in Regulation Y, including those in sections 225.7
and 225.25(¢) (12 C.FR. 225.7 and 225.25(¢)), and to the
Board’s authority to require modification or termination of
the activities of a bank holding company or any ot its
subsidiaries as the Board finds necessary to assure compli-
ance with, and to prevent evasion of, the provisions of the
BHC Act and the Board's regulations and orders issued
thereunder. In approving the proposal, the Board has relied
on all the facts of record and all the representations and

11. See 12 C.ER. 225.24; se¢ also The Fuji Bank, Limited.,
75 Federal Reserve Bulletin 94 (1989); Bayerische Vereinsbank AG.
73 Federal Reserve Bulletin 155 (1987).
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commitments made by CoreStates. These commitments
and conditions shall be deemed to be conditions imposed
in writing by the Board in connection with its findings and
decisions, and may be enforced in proceedings under appli-
cable law.

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

By order of the Board of Governors, effective August 4,
1997.

This action was taken pursuant to the Board's Rules Regarding
Delegation of Authority (12 C.ER. 265.4(b)(1)) by a committee of
Board members. Voting for this action: Chairman Greenspan and
Governors Phillips and Meyer. Absent and noting voting: Vice Chair
Rivlin and Governor Kelley.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

INDEX OF ORDERS ISSUED OR ACTIONS TAKEN BY THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

(April 1, 1997-July 31, 1997)

Bulletin
Volume
Applicant Merged or Acquired Bank or Activity Date of Approval and Page
Agricultural Bank of China, To establish a representative office in May 14, 1997 83, 617
Beijing, People’s Republic of China New York. New York
Allied Irish Banks, plc, Dauphin Deposit Corporation, May 19, 1997 83, 607
Dublin, Ireland Harrisburg. Pennsylvania
First Maryland Bancorp, Dauphin Bank and Trust Company,
Baltimore, Maryland Harrisburg, Pennsylvania
Amboy Bancorporation, The Community Bank of New Jersey, April 14, 1997 83, 507
Old Bridge, New Jersey Frechold, New Jersey
AMCORE Financial, Inc., Country Bancshares Corporation, June 16, 1997 83, 666
Rockford, llinois Mount Horeb, Wisconsin
Belleville Bancshares Corporation,
Belleville, Wisconsin
State Bank of Mount Horeb,
Mount Horeb, Wisconsin
Montello State Bank,
Montello, Wisconsin
State Bank of Argyle,
Argyle, Wisconsin
Citizens State Bank,
Clinton, Wisconsin
Belleville State Bank.
Belleville, Wisconsin
AmSouth Bank of Alabama, AmSouth Bank of Florida, June 1, 1997 83, 528
Birmingham, Alabama Tampa, Florida
AmSouth Bank of Georgia,
Rome, Georgia
AmSouth Bank of Tennessee,
Chattanooga, Tennessee
AmSouth Bank of Walker County,
Jasper, Alabama
Banc One Corporation, Liberty Bancorp, Inc., April 29, 1997 83, 520
Columbus, Ohio Oklahoma City, Oklahoma
Banc One Oklahoma Corporation, Liberty Bank & Trust Company of
Oklahoma City, Oklahoma Oklahoma City, N.A_,

Oklahoma City, Oklahoma
Liberty Bank & Trust Company of Tulsa,

NA,

Tulsa, Oklahoma
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Index of Orders Issued—Continued
Bulletin
Volume
Applicant Merged or Acquired Bank or Activity Date of Approval and Page
Banc One Corporation, Inc., First USA, Inc., May 14, 1997 83, 602
Columbus, Ohio Dallas, Texas
First USA Federal Savings Bank,
Wilmington, Delaware
Banco Popular de Puerto Rico, Roig Commercial Bank, May 27, 1997 83, 612
Hato Rey, Puerto Rico Humacao, Puerto Rico
Bank SinoPac, Far East National Bank, June 11, 1997 83, 669
Taipei, Taiwan Los Angeles, California
SinoPac Bancorp,
Los Angeles, California
BOK Financial Corporation, Alliance Securities Corporation, April 28, 1997 83, 510
Tulsa, Oklahoma Tulsa, Oklahoma
Commerzbank AG, CAM Acquisition, LLC, June 16, 1997 83, 678
Frankfurt am Main, Wilmington, Delaware
Federal Republic of Germany Montgomery Asset Management, L.P.,
San Francisco, California
Montgomery Services, LLC,
San Francisco, California
Crestar Financial Corporation, Crestar Securities Corporation, April 14, 1997 83, 512
Richmond, Virginia Richmond, Virginia
Exchange Bankshares Corporation of The Farmers and Merchants State Bank,  June 30, 1997 83. 671
Kansas, Effingham. Kansas
Atchison, Kansas
First Bank System, Inc., U.S. Bancorp, June 23, 1997 83, 689
Minneapolis, Minnesota Portland, Oregon
U.S. National Bank of Oregon,
Portland, Oregon
U.S. Bank of Washington, N.A.,
Seattle, Washington
U.S. Bank of Nevada,
Reno, Nevada
U.S. Bank of Utah,
Salt Lake City, Utah
U.S. Bank of Idaho,
Boise, Idaho
U.S. Bank of California,
Sacramento. California
First State Bank of Oregon,
Canby, Oregon
Sun Capital Bank,
St. George, Utah
Business & Professional Bank,
Woodland, California
G.B. Financial Services, Inc., Border Bancshares, Inc., April 21, 1997 83, 509
Greenbush, Minnesota Greenbush, Minnesota
Border State Bank,
Roseau, Minnesota
Marshall & Ilsley Corporation, Security Capital Corporation, June 30, 1997 83, 672

Milwaukee, Wisconsin
Marshall & Ilsley Bank,
Milwaukee. Wisconsin

Milwaukee, Wisconsin
Security Bank SSB,
Milwaukee, Wisconsin
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Index of Orders Issued—Continued

Bulletin
Volume
Applicant Merged or Acquired Bank or Activity Date of Approval and Page
Mellon Bank Corporation, Buck Consultants, Inc., June 16, 1997 83. 681
Pittsburgh, Pennsylvania New York, New York
Mercantile Bancorporation Inc., Roosevelt Financial Group, Inc., June 4, 1997 83, 683
St. Louis, Missouri Chesterfield, Missouri
Ameribanc, Inc., Roosevelt Bank,
St. Louis, Missouri Chesterfield, Missouri
National Canton Bancshares, Inc., Sturm Investment, Inc., June 11, 1997 83, 676
Canton, Illinois Denver, Colorado
The Union National Bank of Macomb,
Macomb, Illinois
NationsBank Corporation, First National Security Company, May 12, 1997 83,593
Charlotte, North Carolina DeQueen, Arkansas
NB Holdings Corporation, Calvin B. Taylor Bankshares, Inc.,
Charlotte. North Carolina Berlin, Maryland
First Perry Bancorp, Inc.,
Pinckneyville, lllinois
The First National Bank in Falfurrias,
Falfurrias, Texas
Shoreline Financial Corporation, SJS Bancorp, Inc., April 21, 1997 83,515
Benton Harbor, Michigan St. Joseph, Michigan
SJS Federal Savings Bank,
St. Joseph, Michigan
SJS Financial Corporation,
St. Joseph, Michigan
Southern National Corporation, United Carolina Bancshares Corporation,  May 29, 1997 83, 596
Winston-Salem, North Carolina Whiteville, North Carolina
United Carolina Bank,
Whiteville, North Carolina
United Carolina Bank of South Carolina,
Greer, South Carolina
Stichting Prioriteit ABN AMRO Holding, Standard Federal Bancorporation, Inc., April 10, 1997 83, 518
Amsterdam, The Netherlands Troy, Michigan
Stichting Administratiekantoor ABN Standard Federal Bank,
AMRO Holding, Troy, Michigan
Amsterdam, The Netherlands Standard Brokerage Services, Inc.,
ABN AMRO Holding N.V., Troy, Michigan
Amsterdam, The Netherlands
ABN AMRO Bank N.V,,
Amsterdam, The Netherlands
ABN AMRO North America, Inc.,
Chicago, Illinois
Westamerica Bank, ValliWide Bank, May 27, 1997 83, 614

San Rafael, California

Fresno, California
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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(s)

Bank(s)

Reserve Bank

Effective Date

AMFED Financial, Inc.,
Minneapolis, Minnesota

Bank of Elmwood Employee Stock
Ownership Plan and Trust,
Racine, Wisconsin

Banterra Corp.,

Eldorado, Illinois

Big Lake Financial Corporation,
Okeechobee, Florida

Bryan Family Management Trust,
Bryan, Texas

Bryan-Heritage Limited Partnership,
Bryan, Texas

Commerce Bancshares, Inc.,
Kansas City, Missouri

CBI-Kansas, Inc.,
Kansas City, Missouri

The Commercial Bancorp, Inc.,
Ormond Beach, Florida

Community Bankshares, Inc.,
Denver, Colorado

Community First Bancshares, Inc.,
Butler, Missouri

Community National
Bancorporation,
Waterloo, Iowa

Edison Bancshares, Inc.,
Fort Myers, Florida

First Fairland Bancshares, Inc.,
Fairland, Oklahoma

First Midwest Bancorp, Inc.,
Itasca, Illinois

FMB Acquisition Corporation,
Itasca, lllinois

First National Bank Shares, Ltd.,
Great Bend, Kansas

Harris Financial, Inc.,
Harrisburg, Pennsylvania

Harris Financial, MHC,
Harrisburg, Pennsylvania

Norwest Bank Nevada, F.S.B.,
Las Vegas, Nevada

Norwest Bank Nevada,
National Association,
Las Vegas, Nevada

Elmwood Financial Corporation,
Racine, Wisconsin

1st Bancorp Vienna, Inc.,
Vienna, Illinois

The First State Bank of Vienna,
Vienna, Illinois

CNB Financial Corporation,
Clewiston, Florida

Clewiston National Bank,
Clewiston, Florida

The First National Bank of Bryan,
Bryan, Texas

CNB Bancorp, Inc.,
Independence, Kansas

Commercial Bank of Volusia County,
Ormond Beach, Florida

Upper Rio Grande Bank Corporation,
Del Norte, Colorado

Citizeus Bank,
Appleton City, Missouri

Community National Bank,
Waterloo, lowa

Edison National Bank,

Fort Myers, Florida
Fairland Holding Company, Inc.,

Neosho, Missouri
SparBank, Inc.,

McHenry, Illinois
McHenry State Bank,

McHenry, Illinois
BankWest,

Castle Rock, Colorado
Harris Savings Bank,

Harrisburg, Pennsylvania

Minneapolis

Chicago

St. Louis

Atlanta

Dallas

Kansas City

Atlanta
Kansas City
Kansas City

Chicago

Atlanta
Kansas City

Chicago

Kansas City

Philadelphia

July 28, 1997

August 8, 1997

July 23, 1997

August 21, 1997

July 24, 1997

August 14, 1997

August 20, 1997
August 6, 1997
August 15, 1997

August 1, 1997

August 1, 1997
August 8, 1997

July 31, 1997

August 6, 1997

August 19, 1997
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Section 3—Continued

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

Hibernia Corporation,
New Orleans, Louisiana

Hometown Independent Bancorp,
Inc.,
Morton, Hlinois

Lexington B&L Financial Corp.,
Lexington, Missouri

Marquette Bancshares, Inc.,
Minneapolis, Minnesota

Maypearl Bancshares, Inc.,
Maypearl, Texas

Maypearl Holdings, Inc.,
Wilmington, Delaware

Northwest Suburban Bancorp, Inc.,
Arlington Heights, Hlinois

Norwest Corporation,
Minneapolis, Minnesota

Otto Bremer Foundation,
St. Paul, Minnesota

Bremer Financial Corporation.
St. Paul, Minnesota

Peoples Community Bancshares,
Inc.,
Colquitt, Georgia

People’s Community Capital
Corporation,
Aiken, South Carolina

Progress Bancshares, Inc.,
Sullivan, Missouri

Progressive Bancorp. Inc.,
Pekin, Illinois

Provident Bancorp. Inc.,
Cincinnati, Ohio

FGBI Acquisition Corp.,
Cincinnati, Ohio

RCB Holding Company, Inc..
Claremore, Oklahoma

Ready Bank of Fort Walton Beach
Holding Company, Inc.,
Fort Walton Beach, Florida

Southwestern Bancshares, Inc.,
Oklahoma City, Oklahoma

Sterling Bancshares, Inc.,
Houston, Texas

Unicorp Bancshares-Texas, Inc.,
Orange, Texas

OrangeBank,
Orange, Texas

Morton Community Bank.
Morton, Illinois

Lafayette Bancshares, Inc.,
Lexington, Missouri
Lafayette County Bank
of Lexington/Wellington,
Lexington, Missouri
B&L Bank,
Lexington, Missouri
Marquette Bank Rochester, N.A.,
Rochester, Minnesota
First State Bank.
Maypearl, Texas

Mount Prospect National Bank,
Mt. Prospect, Illinois

The Bank of the Southwest, N.A.,
Pagosa Springs, Colorado

Halo Bancorporation, Inc.,
Devils Lake, North Dakota

Farmers Bank of Malone,
Malone, Florida

People’s Community Bank of South
Carolina,
Aiken, South Carolina

Progress Bank of Sullivan,
Sullivan, Missouri

Pekin Savings, s.b.,
Pekin, Illinois

Florida Gulfcoast Bancorp. Inc..
Sarasota, Florida

Enterprise National Bank of Sarasota,

Sarasota, Florida

Northeastern Oklahoma Banshares, Inc.,

Inola, Oklahoma
Ready Bank of West Florida,
Fort Walton Beach, Florida

Southwestern Bank & Trust Company,

Oklahoma City, Oklahoma
First Houston Bancshares, Inc.,
Houston, Texas
Houston National Bank,
Houston, Texas

Atlanta

Chicago

Kansas City

Minneapolis

Dallas

Chicago
Minneapolis

Minneapolis

Atlanta

Richmond

St. Louis
Chicago

Cleveland

Kansas City

Atlanta

Kansas City

Dallas

August 14, 1997

August 20, 1997

August 7, 1997

August 14, 1997

August 19, 1997

August 4, 1997
August 7, 1997

August 20, 1997

August 14, 1997

August 21, 1997

August 15, 1997
August 19, 1997

July 31, 1997

July 31, 1997

July 25, 1997

August 19, 1997

August 7, 1997
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Section 3—Continued

Applicant(s)

Bank(s)

Reserve Bank

Eftective Date

Stockmens Financial Corporation,
Rushville, Nebraska

TNB Bancorporation, Inc.,
Brenham, Texas

TNB Bancorporation of Delaware,
Inc.,
Wilmington, Delaware

Triangle Bancorp, Inc.,
Raleigh, North Carolina

United Community Banks, Inc.,
Blairsville, Georgia

Section 4

BankWest,
Castle Rock, Colorado
Texas National Bank,
Brenham, Texas

Bank of Mecklenburg,
Charlotte, North Carolina
First Clayton Bancshares, Inc.,

Clayton, Georgia

First Clayton Bank & Trust Company,

Clayton, Georgia

Kansas City

Dallas

Richmond

Atlanta

August 6, 1997

August 1, 1997

August 6, 1997

August 20, 1997

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Effective Date

BB&T Corporation,
Winston-Salem, North Carolina
BB&T Financial Corporation of
Virginia,
Winston-Salem, North Carolina
Caisse Nationale de Credit Agricole,
Paris, France
Credit Agricole Group,
Paris, France

Central Bancshares, Inc.,
Kansas City, Missouri

Citizens Bancshares Company,
Chillicothe, Missouri

First National Bancshares, Inc.,
East Lansing, Michigan

Mellon Bank Corporation,
Pittsburgh, Pennsylvania

APT Holdings, Inc.,
Pittsburgh, Pennsylvania

Middleburg Bancorp, Inc.,
Middleburg, Kentucky

Northwest Wisconsin Bancorp, Inc.,
Chippewa Falls, Wisconsin

BCB Bancorp, Inc.,
Chippewa Falls, Wisconsin

Virginia First Financial Corporation,
Petersburg, Virginia

Credit Agricole Indosuez,
Paris, France
Indosuez Investment Management
Services, Inc.,
Menlo Park, California
Cash Now L.L.C.,
Grandview, Missouri
Cash Now, Inc.,
Kansas City, Kansas
To engage de novo in the purchasing

and servicing of accounts receivable

through a joint venture
Finance Company of North America,
LLC,
East Lansing, Michigan
Money Station, Inc.,
Columbus, Ohio

Lincoln Financial Bancorp, Inc.,
Stanford, Kentucky

Lincoln Federal Savings Bank,
Liberty, Kentucky

Heartland Data Center, Inc.,
Cameron, Wisconsin

Richmond

Chicago

Kansas City

Kansas City

Chicago

Cleveland

St. Louis

Minneapolis

August 21, 1997

August 1, 1997

Aungust 8, 1997

August 4, 1997

August 12, 1997

August 5, 1997

August 5, 1997

August 14, 1997
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Section 4—Continued

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Effective Date

Norwest Corporation,
Minneapolis, Minnesota
Norwest Financial Services. Inc.,
Des Moines, Iowa
Norwest Financial, Inc..
Des Moines. lowa
Norwest Corporation,
Minneapolis, Minnesota
Norwest Financial Services. Inc.,
Des Moines, lowa
Norwest Financial, Inc..
Des Moines, Towa
P.C.B. Bancorp, Inc.,
Largo, Florida
Peoples Bancorp. Inc.,
Marietta, Ohio
Pioneer Bancshares, Inc..
Chattanooga, Tennessee
Royal Bank of Canada,
Montreal, Quebec, Canada

Royal Bank of Canada,
Montreal, Quebec, Canada
SBT Bankshares, Inc.,
Colorado Springs, Colorado
Stichting Administratickantoor ABN
AMRO Holding,
Amsterdam, The Netherlands
Stichting Prioriteit ABN AMRO
Holding,
Amsterdam, The Netherlands
ABN AMRO Holding N.V.,
Amsterdam, The Netherlands
ABN AMRO Bank N.V..
Amsterdam, The Netherlands
ABN AMRO North America, Inc.,
Chicago. Illinois

Sections 3 and 4

Family Loan, Inc.,
Stockbridge, Georgia

Fidelity Acceptance Corporation,
Kansas City, Missouri

Anchor Savings Bank, F.S.B.,
St. Petersburg, Florida
Gateway Bancorp, Inc.,
Catlettsburg. Kentucky
Pioneer Bank, f.s.b..
Chattanooga, Tennessee
Integrion Financial Network, LLC,
Atlanta, Georgia
VISA Interactive, Inc.,
Herndon. Virginia

RBC Dominion Securities Corporation.

New York, New York
State Bank & Trust Mortgage, L.L.C.,
Colorado Springs, Colorado
Integrion Financial Network, LLC,
Atlanta, Georgia
VISA Interactive, Inc.,
Herndon, Virginia

Minneapolis

Minneapolis

Atlanta
Cleveland
Atlanta

New York

New York
Kansas City

Chicago

August 13, 1997

August 7, 1997

August 13, 1997
August 8, 1997
August 21. 1997

August 14, 1997

August 4, 1997
August 21, 1997

August 14, 1997

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Effective Date

Area Bancshares Corporation,
Owensboro, Kentucky

Cardinal Bancshares, Inc.,
Lexington, Kentucky

The Vine Street Trust Company,
Lexington. Kentucky

HNB Bank, National Association,
Harlan, Kentucky

First and Peoples Bank.
Springfield, Kentucky

Jefferson Banking Company,
Louisville, Kentucky

St. Louis

July 30, 1997
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Sections 3 and 4—Continued

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Effective Date

FEN.B. Corporation,
Hermitage, Pennsylvania

Alliance Bank, FSB,
Somerset, Kentucky

Mutual Service Corporation,
Somerset, Kentucky

Sun Bancorp, Inc.,
Selinsgrove, Pennsylvania

APPLICATIONS APPROVED UNDER BANK MERGER ACT

By Federal Reserve Banks

Cleveland

August 15, 1997

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

the Reserve Banks.

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

Ambassador Bank of the
Commonwealth,
Allentown, Pennsylvania

Bank of Mecklenburg,
Charlotte, North Carolina

Colonial Bank,
Montgomery, Alabama

Colonial Bank,
Montgomery, Alabama

Community Bank & Trust
Company,

Neosho, Missouri

Fifth Third Bank Cincinnati,
Cincinnati, Ohio

Fifth Third Bank Columbus,
Columbus, Ohio

First Virginia Bank-Southwest,

Roanoke. Virginia

Omni Bank,
Macomb, Illinois
The Provident Bank.
Cincinnati, Ohio
Provident Bank of Florida,
Apollo Beach, Florida
Resource Bank,
Virginia Beach, Virginia
Tiskilwa State Bank,
Tiskilwa, Illinois

UnionBank,
Streator, Illinois

Wilbur Savings Bank,
Bethlehem, Pennsylvania

Triangle-Mecklenburg Interim Bank,
Charlotte, North Carolina
Dadeland Bank,
Miami, Florida
First Independence Bank of Florida,
Fort Myers, Florida
Citizens State Bank,
Galena, Kansas

Great Lakes National Bank,
Hamilton, Ohio

Great Lakes National Bank,
Hamilton, Ohio

Premier Bank-South, National
Association,
Wytheville, Virginia

Farmers State Bank,
Ferris, Illinois

The Provident Bank of Kentucky,
Alexandria, Kentucky

Enterprise National Bank,
Sarasota, Florida

Eastern American Bank, ES.B.,
Herndon, Virginia

Tampico National Bank,
Tampico, Illinois

The First National Bank of Manlius,
Manlius, Illinois

UnionBank/Sandwich,
Sandwich, Illinois

Philadelphia

Richmond
Atlanta
Atlanta

Kansas City

Cleveland
Cleveland

Richmond

Chicago
Cleveland
Atlanta
Richmond

Chicago

Chicago

August 14, 1997

August 6, 1997
August 20, 1997
August 6, 1997

August 12, 1997

July 31, 1997
July 31, 1997

August 6, 1997

July 31, 1997
August 14, 1997
July 31, 1997
August 7, 1997

July 31, 1997

July 31, 1997
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PENDING CASES INVOLVING THE BOARD OF GOVERNORS

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

Eliopulos v. Board of Governors, No. 97-1442 (D.C. Cir.,
filed Tuly 17, 1997). Petition for review of a Board order
dated June 23, 1997, approving the application of First
Bank System, Inc., Minneapolis, Minnesota, to acquire U.S.
Bancorp, Portland, Oregon, and thereby acquire U.S. Ban-
corp’s banking and nonbanking subsidiaries.

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

Inner City Press/Community on the Move v. Board of Gover-
nors, No. 97-1394 (D.C. Cir., filed June 12, 1997). Petition
to review a Board order dated May 14, 1997, approving the
application of Banc One Corporation, Inc., Columbus, Ohio,
to merge with First USA, Inc., Dallas, Texas. On June 16,
1997, petitioners moved for a stay pending appeal. The
motion was denied on June 27, 1997. On August 11, 1997,
the Board filed a motion to dismiss the petition.

Vickery v. Board of Governors, No. 97-1344 (D.C. Cir., filed
May 9, 1997). Petition for review of a Board order dated
April 14, 1997, prohibiting Charles R. Vickery, Jr., from
further participation in the banking industry.

Wilkins v. Board of Governors, No. 3:97CV331 (E.D. Va.,
filed May 2, 1997). Customer dispute with bank. On
June 11, 1997, the Board filed a motion to dismiss.

Pharaon v. Board of Governors, No. 97-1114 (D.C. Cir., filed
February 28, 1997). Petition for review of a Board order
dated January 31, 1997, imposing civil money penalties and
an order of prohibition for violations of the Bank Holding
Company Act.

Research Triangle Institute v. Board of Governors, No. 97—
1282 (4th Cir., filed February 24, 1997). Appeal of district
court’s dismissal of contract claim.

Jones v. Board of Governors, No. CV97-0198 (W.D. Louisi-
ana, filed January 30, 1997). Complaint alleging violations
of the Fair Housing Act. The case was dismissed on
May 29, 1997.

The New Mexico Alliance v. Board of Governors, No. 96—
9552 (10th Cir, filed December 24, 1996). Petition for
review of a Board order dated December 16, 1996, approv-
ing the acquisition by NationsBank Corporation and NB
Holdings Corporation, both of Charlotte, North Carolina, of
Boatmen’s Bancshares, Inc., St. Louis, Missouri. Also on
December 24, 1996, petitioners moved for an emergency
stay of the Board’s order. The motion for a stay was denied
by the 10th Circuit on January 3, 1997; on January 6, 1997,
petitioners’ application for emergency stay was denied by
the Supreme Court.

Artis'v. Greenspan, No. 1:96CV02619 (D.D.C., filed Novem-

ber 19, 1996). Employment discrimination action. On
May 30, 1997, the court granted the Board’s motion to
dismiss the action. The plaintiff filed a notice of appeal on
August 25, 1997.

Snyder v. Board of Governors, No. 96-1403 (D.C. Cir., filed
October 3, 1996). Petition for review of Board order dated
September 11, 1996, prohibiting John K. Snyder and
Donald E. Hedrick from further participation in the banking
industry. On May 8, 1997, the court of appeals granted the
Board's motion to dismiss the petition. Petitioners’ request
for rehearing or rehearing en banc was denied on July 31,
1997.

American Bankers Insurance Group, Inc. v. Board of Gover-

nors, No. 96-CV-2383-EGS (D.D.C., filed October 16,
1996). Action seeking declaratory and injunctive relief in-
validating a new regulation issued by the Board under the
Truth in Lending Act relating to treatment of fees for debt
cancellation agreements. On October 18, 1996, the district
court denied plaintiffs’ motion for a temporary restraining
order. On January 17, 1997, the parties filed cross-motions
for summary judgment.

Artis v. Greenspan, No. 96-CV-02105 (D. D.C., filed Septem-
ber 11, 1996). Class complaint alleging race discrimination
in employment. On December 20, 1996, the Board moved
to dismiss the action. On June 30, 1997, the court granted
the motion and dismissed the case. The plaintiffs filed a
notice of appeal on August 25, 1997.

Leuthe v. Board of Governors, No. 96-5725 (E.D. Pa., filed
August 16, 1996). Action against the Board and other
Federal banking agencies challenging the constitutionality
of the Office of Financial Institution Adjudication. On Janu-
ary 24, 1997, the agencies filed a motion to dismiss the
action.

Long v. Board of Governors, No. 96-9526 (10th Cir., filed
July 31, 1996). Petition for review of Board order dated
July 2, 1996, assessing a civil money penalty and cease and
desist order for violations of the Bank Holding Company
Act. Oral argument was heard on May 12, 1997, and on
June 30, 1997, the court affirmed the Board’s decision.

Inner City Press/Community on the Move v. Board of Gover-
nors, No. 96-4008 (2nd Cir., filed January 19, 1996). Peti-
tion for review of a Board order dated January 5, 1996,
approving the applications and notices by Chemical Bank-
ing Corporation to merge with The Chase Manhattan Cor-
poration, both of New York, New York, and by Chemical
Bank to merge with The Chase Manhattan Bank, N.A., both
of New York, New York. Petitioners’ motion for an emer-
gency stay of the transaction was denied following oral
argument on March 26, 1996. The Board’s brief on the
merits was filed July 8, 1996. The case was consolidated for
oral argument and decision with Lee v. Board of Governors,
No. 95-4134 (2d Cir.); oral argument was held on Janu-
ary 13, 1997. On July 2, 1997, the court of appeals dis-
missed the petition for review.
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Lee v. Board of Governors, No. 95-4134 (2nd Cir., filed
August 22, 1995). Petition for review of Board orders dated
July 24, 1995, approving certain steps of a corporate reorga-
nization of U.S. Trust Corporation, New York, New York,
and the acquisition of U.S. Trust by Chase Manhattan
Corporation. New York, New York. On September 12,
1995, the court denied petitioners’ motion for an emergency
stay of the Board's orders. The Board’s brief was filed on
April 16, 1996. Oral argument, consolidated with Inner City
Press/Community on the Move v. Board of Governors, took
place on January 13, 1997. On July 2, 1997, the court of
appeals dismissed the petition for review.

In re Subpoena Duces Tecum, Misc. No. 95-06 (D.D.C., filed
January 6, 1995). Action to enforce subpoena seeking pre-
decisional supervisory documents and testimony sought in
connection with an action by Bank of New England Corpo-
ration’s trustee in bankruptcy against the Federal Deposit
Insurance Corporation. On August 7, 1997, the court
granted in part and denied in part the motions to compel.

Board of Governors v. Pharaon, No. 91-CIV-6250 (S.D. New
York, filed September 17, 1991). Action to freeze assets of
individual pending administrative adjudication of civil
money penalty assessment by the Board. On September 17,
1991, the court issued an order temporarily restraining the
transfer or disposition of the individual’s assets.

FINAL ENFORCEMENT DECISION ISSUED BY THE BOARD
OF GOVERNORS

In the Matter of

Edward Towe, Former President and Director, and
Thomas E. Towe, Former Director and
Chairman of the Board of Directors

First National Bank and Trust
Wibaux, Montana

Docket Nos.
OCC-AA-EC-93-42
OCC-AA-EC-93-43

Final Decision

This is an administrative proceeding pursuant to section
8(e) of the Federal Deposit Insurance Act (“FDI Act”),
12 U.S.C. § 1818(e), in which the Office of the Comptroller
of the Currency of the United States of America (“OCC”)
seeks to prohibit Respondents Edward and Thomas E.
Towe from further participation in the affairs of any
federally-supervised financial institution as a result of their
conduct during their former affiliation with First National
Bank and Trust, Wibaux, Montana (the “Bank’). As re-
quired by statute, the OCC has referred the action to the
Board of Governors of the Federal Reserve System (the
“Board”) for final decision.

The proceeding comes before the Board in the form of a
219-page Recommended Decision by Administrative Law

Judge (*‘ALJ”) Arthur L. Shipe, issued following an ad-
ministrative hearing held between November 1994 and
August 1995. In the Recommended Decision, the ALJ
found that the OCC’s Enforcement Counsel had estab-
lished all of the requirements for an order of prohibition:
that both respondents had engaged in misconduct from
which they gained and the Bank lost, and that reflected
culpability inconsistent with their continued participation
in banking. The ALIJ therefore recommended that both
respondents be prohibited from participating in banking
without the approval of the appropriate regulatory agen-
cies. Respondents filed 424 pages of exceptions to the
recommended decision in which they concede most of the
underlying conduct but argue that it was reasonable and
legitimate.

Based on a review of the record and the arguments
raised by the Towes, the Board adopts the recommended
decision and rejects the Towes’ exceptions for the reasons
stated by the ALJ, except as specifically noted in this Final
Decision.

I. Statement of the Case
A. Statutory and Regulatory Framework
1. Standards for Prohibition Order

Under the FDI Act, the ALJ is responsible for conducting
an administrative hearing on a notice of intent to prohibit.
12 US.C. § 1818(e}4). Following the hearing, the ALJ
issues a recommended decision that is referred to the
Board, and the parties may file exceptions to the ALI’s
recommendations. The Board makes the final findings of
fact, conclusions of law, and determination whether to
issue an order of prohibition. Id.; 12 C.ER. 263.40.

To issue a prohibition order under the FDI Act, the
Board must make each of three findings:

(1) There must be a specified type of misconduct—

violation of law, regulation, or final cease-and-desist

order, unsafe or unsound practice, or breach of fiduciary

duty;

(2) The misconduct must have a prescribed effect—

financial gain to the respondent or financial loss or other

damage to the institution or prejudice to the institution’s

depositors;! and

(3) The misconduct must involve culpability of a certain

degree—personal dishonesty or willful or continuing

disregard for the safety or soundness of the institution.

I. The standards for the issuance of an order of prohibition were
amended by the Financial Institutions Reform, Recovery, and Enforce-
ment Act of 1989 (“FIRREA”), Pub. L. No. 101-73, 103 Stat. 183
(1989), effective August 9, 1989. Prior to that date. the statute re-
quired that the loss to the institution be “substantial” and that the
prejudice to the depositors be “serious.” While the conduct in this
case began before the statutory changes and continued thereafter, the
ALJ’s conclusions of law applied the higher pre-FIRREA standard in
each instance, and therefore more than satisfied the post-FIRREA
standards for prohibition.
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B. Procedural History

The OCC initiated this proceeding on March 24, 1993 with
the issuance of an assessment of civil money penalties and
a notice that it would seek an order of prohibition against
the Towes. Recommended Decision (“RD”’) 1. Both ac-
tions were addressed in a common hearing before the ALJ
and by the ALJ’s Recommended Decision. The FDI Act
assigns authority for a final decision regarding prohibition
to the Board and the final decision as to civil money
penalties to the Comptroller. 12 U.S.C. § 1818(h). (i). The
Board takes official notice that on July 25, 1997, the
Comptroller issued a final Decision and Order adopting
almost all of the ALJ’s recommendations and assessing a
penalty of $10,000 against Edward Towe and $25,000
against Thomas Towe.

II. Discussion

After reviewing the exceptions to the Recommended Deci-
sion of the ALJ, the Board adopts the findings and conclu-
sions of the ALJ, except as otherwise indicated in this
Order.

A. Factual Overview

Edward Towe and his son Thomas Towe have extensive
banking backgrounds. By the early 1970’s, each was a
director of every bank in a chain of 13 state and national
banks, and Edward Towe was president of all but two.
Recommended Finding of Fact (“RFF”) 3. Thomas Towe,
an attorney, performed most of the legal work for these
banks and has practiced generally in the areas of banking
law and taxation. RFF 4.

Prior to January 1987, Edward Towe served as a director
of the Bank. but neither he nor the Towe family exercised
exclusive control of the Bank. On January 15, 1987, the
Towe family gained exclusive control of the Bank, a na-
tional bank subject to the OCC’s supervision.? Edward
Towe became its president, and Thomas Towe became
chairman of the Bank’s board of directors and served as its
legal counsel. RD 5-6. Accordingly, both Edward and
Thomas Towe were subject to the OCC’s supervisory
jurisdiction no later than January 15, 1987. During 1990,
Edward Towe was given proxies to vote over 66 percent of
the Bank’s shares, a figure that increased to 82 percent in
1991. RFF 165. Thus, during these years at least Edward

2. While Edward Towe directly owned only director’s qualifying
shares in the Bank, the remainder of the Bank’s shares were largely
owned by family members or by entities that Towe controlled. Grant
Investments owned about 15.6 percent of the total shares outstanding,
family trusts owned more than 50 percent, and Edward Towe’s sisters
owned an additional 31 percent. RFF 315-317. Edward Towe exer-
cised control at shareholders meetings in 1990 and 1991 through
proxies executed in his favor representing a majority of the voting
stock. RFF 165-171.

Towe controlled the Bank for purposes of section 23A of
the Federal Reserve Act, 12 US.C. § 37lc.?

The record in this action establishes repeated instances
on the part of both Edward and Thomas Towe of self-
dealing, conflicts of interest, unsafe and unsound banking
practices, and a willingness to use the Bank for the Towes’
personal ends. The Towes arranged for payments to be
made to Edward Towe and his wife in a manner intended to
avoid an IRS wage levy, knowingly exposing the Bank to
IRS penalties and resulting in false statements in the
Bank’s books. Edward Towe operated a family-owned
company, Grant Investments, from the Bank’s premises
and used Bank personnel to service loans made by Grant
without providing adequate compensation to the Bank.
Assets were transferred back and forth between Grant and
the Bank in transactions known only to Edward Towe, who
“agreed” to both sides of these transactions, and who gave
Grant superior rights in collateral held by the Bank. In the
so-called “‘Jacobson Transaction,” Edward Towe involved
the Bank in a transaction the sole purpose of which was to
cloud the title to property of a former business partner with
whom he was feuding, leading to a lawsuit against the
Bank. Edward and Thomas Towe arranged for a swap of
worthless checks, drawn on accounts at the Bank, in order
to deceive the IRS into believing that a family foundation
had liquidated its interest in Grant Investments. On the
advice of Thomas Towe, the Bank repeatedly violated the
terms of a final cease-and-desist order. These and other
transactions, described in more detail below and in the
Recommended Decision, amply demonstrate that the re-
quirements for orders of prohibition against Edward Towe
and Thomas Towe have been established.?

B. Disguised Payments to Edward and Florence
Towe

Beginning in 1986, the IRS served levies on the Bank
directing it to pay over to the IRS any wages, salary or
other income for which the Bank was obligated to Edward
Towe or his wife, Florence Towe. RFF 5. In response,
Edward Towe ceased to collect director’s fees from the
Bank. When the Towe family acquired exclusive control of
the Bank and Edward Towe became its president in Janu-
ary 1987, the Bank, at Edward Towe’s direction and with
Thomas Towe’s knowledge and assistance, decided not to
pay Edward Towe a salary, but instead arranged for the
Bank to compensate him in a variety of ways disguised as
something other than salary in an effort to fall outside the
terms of the IRS levies. These practices, involving the

3. The Board rejects Respondents’ argument that the shares Edward
Towe controlled by proxy are irrelevant for purposes of the control
provisions of section 23A. See 1 ER.R.S. 3-1144, 3-1146.2.

4. The Board bases its conclusion as to Thomas Towe upon his
status as chairman of the Bank’s board, and not on his role as counsel
to the Bank. Because Thomas Towe did not maintain a clear distinc-
tion between his two capacities with respect to arranging or assisting
the transactions at issue (as opposed to his representation of the Bank
in litigation as counsel), he bears responsibility as chairman for those
actions.
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manipulation and falsification of Bank records, exposed
the Bank to a suit by the IRS seeking damages, penalties,
and interest for the failure to honor the levies, which was
eventually settled for a $20,000 payment by the Bank. RFF
36; Ex. 711.

The disguised payments purported successively to be
reimbursement for travel expenses, ‘“‘subsistence,” and
consulting fees, and were designed to funnel money to the
Towes in circumvention of the IRS levies rather than to
purchase services that would benefit the Bank. RFF 28, 31,
34, 35. From January [987 until about August 1988, the
Bank issued monthly travel expense checks to Edward
Towe totalling over $6,000, purporting to compensate him
for travel to and from directors’ meetings in Wibaux from
his former home in Texas. In fact, Edward Towe incurred
no significant travel expenses on behalf of the Bank during
this period. For almost all of that time, from January 1987
until mid-1988, Edward Towe travelled to directors meet-
ings from his home in a Bank-owned apartment located
directly above the Bank, where he and his wife lived
rent-free, with all utilities paid for by the Bank. RFF 6, 7.5
When OCC examiners questioned the travel payments, the
Bank redesignated the payments as ‘“‘subsistence,” and
continued to pay them in the same amounts as before from
September 1988 until January 1989.¢ The month following
the last of these payments, Florence Towe began to be paid
$300 per month in “consulting fees”, though she had no
contract with the Bank, did not report to the Bank’s board,
and performed no additional services beyond the “public
relations” work previously performed for free. RFF 24-28.
Additionally, the Bank paid Edward Towe a $5,000 “con-
sulting fee”” on December 18, 1989. RFF 29. These con-
sulting fees were intended to provide living expenses to the
Towes that would not be subject to the IRS levies. The
making of these payments by the Bank was initially sug-
gested by Thomas Towe, who advised the board of direc-
tors to approve them, but failed to disclose to the other
board members that he was simultancously representing
his parents in connection with the IRS levies.

The Board adopts the ALJ’s conclusion that as a result
of the Bank’s payments to Edward Towe, Edward and
Thomas Towe engaged in unsafe and unsound practices
and breaches of their fiduciary duty as directors and offic-
ers of the Bank. Specifically, the Board finds that, by
causing the Bank to make travel and similar reimburse-
ment payments to Edward Towe for expenses that he never
incurred, and to pay him and his wife for services that were
already obligated to be provided or were in fact already
being provided without fee to the Bank, the Towes caused
the Bank to expend funds with no corresponding benefit to
the Bank. In addition, the Towes" conduct was also unsafe
and unsound because it subjected the Bank to a substantial
risk of financial loss in that it would have to pay penalties

5. When Edward and Florence Towe moved into a house in Wibaux
in mid-1988 within 10 miles of the Bank, the Bank continued to pay
their utility expenses. RFF 8.

6. No other member of the board was paid “subsistence™ or travel
payments for non-travel.

and fines to the IRS for violation of the levy on Edward
Towe’s salary from the Bank. That liability was realized
when the Bank paid $20,000 to the IRS to settle the penalty
case.

The Board rejects Respondents’ exceptions to the ALJ’s
conclusions on this point that: the total compensation pack-
age to Edward Towe was not unreasonable in amount; that
the payment represented permissible tax avoidance rather
than evasion; and that in any event Edward Towe was
entitled to payment by the Bank for at least the subsistence
payments that he received as part of the reimbursed travel
expenses because Wibaux was not his legal residence.
Except. 162-200. Respondents’ assertions about the
amount of the reimbursements miss the point. What is
important is not whether the amount of money paid by the
Bank to Edward Towe was too much, but whether he was
entitled to receive any travel reimbursement payments and
consulting fees. As explained above, there is no basis for
concluding that Edward Towe incurred any travel costs on
behalf of the Bank or performed any services for the Bank
that he was not already required to perform as the presi-
dent. Moreover, there is no factual basis to support the
claim that Edward Towe was entitled to ‘“‘subsistence” (or
“per diem”) payments from the Bank for “‘temporary”
service as bank president. He was not “temporarily trans-
ferred” by the Bank from his home in Texas to Wibaux,
Montana. Instead, he came out of retirement and moved to
Wibaux to work at the Bank after the Towe family as-
sumed control of that institution. RD 5; ¢f. Rev. Rul.
75-432 (95-2 CCH 21,780 { 8500.069 (discussing tempo-
rary assignments).

The Board rejects Respondents’ assertions that the pay-
ments constituted permissible tax avoidance. As a general
matter, it is not unsafe or unsound or otherwise improper
for a bank to arrange a transaction in a manner so as to
minimize the tax consequences, provided the transaction
complies with all other applicable legal requirements. Here,
however, in the Board’s judgment, the payment scheme
devised by the Towes was not even a facially plausible tax
avoidance device. First, in making the payments to Edward
Towe, the Bank was not attempting to minimize its own
tax liability, but instead to prevent collection of taxes owed
by a Bank insider. Second, the scheme involved the false
characterization on the Bank’s books of the purpose of
payments made by the Bank. which itself is a violation of
law.

C. Self Dealing Through Commingled Bank and
Towe Interests

1. Bank Services to Grant Investments Fund

Grant Investments Fund (“Grant’) was an investment part-
nership organized in 1955 by Towe family members for the
purpose of making and buying personal and commercial
loans. It was owned by numerous Towe family members
and trusts. Edward Towe acted as general manager of
Grant and it is uncontested that Edward Towe controlled
Grant for purposes of section 23A of the Federal Reserve
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Act, 12 US.C. § 371c. RFF 164: see Exceptions at 235-
39.7 Edward Towe operated Grant “with virtually unre-
strained latitude” from his office as president of the Bank,
using Bank resources. RD 11-12. Grant made loans pri-
marily to Bank borrowers, many of whom were insuffi-
ciently creditworthy to qualify for new or additional bank
loans. RD 12. Grant also made loans to Thomas Towe.
RFF 138-139.

Grant’s operations were tightly intertwined with those of
the Bank. Grant used Bank resources in its operations,
including operating rent-free from Edward Towe's office at
the Bank, and using note forms bearing the Bank’s name,
which led to confusion among borrowers as to the identity
of their creditor. Moreover, at Edward Towe’s direction,
the Bank provided all of the loan servicing for Grant
Investment loans: the Bank received and collected pay-
ments on the various Grant loans, processed the payments,
maintained documents connected to the loans, issued de-
mands for payment, recovered collateral on defaulted
loans, and provided collection services. These services
were originally provided without compensation to the Bank
and without any formal agreement between Grant and the
Bank: later, Grant began to pay a minimal and below-
market amount for loan processing. RD 13; RFF 245-251.
In addition, Edward Towe arranged that all Grant Invest-
ment partners would receive free checking accounts from
the Bank. RFF 230-233. These practices violated section
23B of the Federal Reserve Act, 12 US.C. § 371c-1, and
constituted a breach of Edward Towe’s fiduciary duty to
the Bank.

2. “Bank Related’ Loans by Grant

Grant was in the business of lending to “‘unbankable”
clients. making loans to individuals or companies that
could not obtain financing from the Bank either because of
violation of loan limits or because they would not qualify
for Bank lending. RFF 259. In numerous cases, Edward
Towe categorized these loans as “*bank-related.” The rele-
vance of that categorization was that Grant obtained prior-
ity over the Bank on whatever collateral the Bank had from
the borrower, and would generally get repaid first out of
whatever proceeds were obtained from the borrower or the
collateral. The subordination “agreement” between the
Bank and Grant pursuant to which these payments were
made existed solely in Edward Towe's mind, was never
reduced to writing, and was not approved by the Bank's
board. RFF 272-275. Essentially. however. it meant that
Grant was protected by the Bank’s collateral for any loan it
made up to the value of that collateral, even if that meant
that the Bank would suffer a loss on the loan.

Grant loans were generally considered “‘bank-related” if
the borrower was a Bank borrower, and the categorization
of a particular loan could change at the whim of Edward

7. Accordingly. at least in 1990 and 1991, the Bank and Grant were
“affiliates” for purposes of sections 23A and 23B of the Federal
Reserve Act, 12 US.C. §§371c and 37lc-!. See 12US.C.
§ 371c(b)(1). b3)(A).

Towe. Although the Respondents argue in their exceptions
that “‘bank related” loans were made for the benefit of the
Bank, Edward Towe’s own testimony refutes that position.
RFF 279-282; Tr. 4423. Over a 5'% year period, Grant
made 79 “bank-related” loans totalling $205,000.
RFF 275.

An example is the so-called “Preiss loan.” David Preiss
had borrowed $96,959 from the Bank, secured by commer-
cial property known as the Stockman Lounge. Preiss began
experiencing financial difficulty in 1986 and 1987. The
Bank could not make additional loans to Preiss because he
had become an unacceptably high credit risk. Edward
Towe caused Grant, however, to make Preiss a series of
unsecured loans totalling approximating $10.000 for work-
ing capital. These additional loans were evidenced by notes
bearing the Bank’s name, and Preiss was unaware that he
was borrowing from Grant Investments rather than the
Bank. Later, Edward Towe caused the Bank to transfer the
collateral for Preiss’s Bank loans from the Bank to Grant
Investments. He achieved this by physically altering a
quitclaim deed to substitute Grant for the Bank as the
grantee. Edward Towe did not deny that he made the
alteration. Tr. 5379-5381.

Ultimately, Preiss became bankrupt. The Stockman
Lounge property was resold, with the Bank funding
100 percent of the new sale price. Grant’s loans to Preiss
were repaid out of the proceeds of the second loan, but the
Bank was never made whole for its original loan. Further,
the new buyers defaulted and the Bank was forced to write
oft its second loan on the property, although Grant subse-
quently purchased that note from the Bank. RD 22.

Another example involves property known as the Glen-
dive House, which the Bank had acquired through foreclo-
sure. There. too, the Bank made an initial loan, Grant made
additional loans that did not reduce the balance on the
Bank’s loan, the borrowers defaulted. the Bank repos-
sessed and financed the resale of the property, Grant was
made whole from the new loan proceeds while the Bank
was not, and the second loan defaulted, causing significant
losses. RD 23-25.

Respondents argue with respect to the “Bank related”
loans that the transactions were intended to help the Bank
by enabling borrowers to pay off Bank loans and that the
terms of those transactions were governed by an “unwrit-
ten agreement” or “oral understanding” subordinating the
Bank’s claims to Grant’s claims to the proceeds of the sale
of collateral. Except. 216-263. The Board rejects these
arguments. While the ALJ found that Grant did indeed help
the Bank in some instances, as in its purchase of the second
note in the case of the Preiss loan. that help was offset by
instances where Grant benefited at the expense of the
Bank. Moreover, Grant can be found to have “helped” the
Bank only by isolating one portion of the constantly cy-
cling mix of transactions between the Bank and Grant. The
Towes’ actions are hardly mitigated by the fact that Grant
relieved the Bank of some portion of its loss after they had,
by forgery, caused Grant to obtain security that properly
belonged to the Bank, and then funded the payment to
Grant with the proceeds of another bad loan.
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More important, as the ALJ acknowledged, is that these
transactions, whether or not they conferred some transient
benefit on the Bank, constituted egregious unsafe and
unsound banking practices. By arranging, with himself, to
subordinate the Bank’s secured position to another lender
with respect to all “bank-related” loans, and by authoriz-
ing himself to categorize a given loan as ‘“bank-related,”
Edward Towe prevented the impartial review of this ar-
rangement by the Bank. While it is conceivable that there
might have been transactions in which a disinterested Bank
officer would have concluded that the Bank’s interests
would be served by subordinating its security interest to a
third-party lender, no such review was possible. The agree-
ment was not reduced to writing, but originated with and
remained in the mind of Respondent Edward Towe, as did
the identification of a given loan as ‘‘bank-related.”
RD 23.8 There was no independent review by Bank person-
nel other than Edward Towe to determine if the transaction
was equivalent to one on an arms’ length basis. In any
event, the agreement in which Edward Towe allegedly
represented both the Bank and Grant was frequently unfa-
vorable to the Bank and caused the Bank to make conces-
sions that were not financially or economically justified.

A bank insider who engages in self-dealing transactions
runs a high risk of breaching fiduciary duties and of engag-
ing in unsafe and unsound banking practices. In some
cases, such conflicts may be cured by full disclosure of the
existence of conflicts and approval by a majority of the
non-interested members of the Board of directors. Such
approval is not possible, of course, where the terms of the
transaction have not been reduced to writing and remain
subject to change at the whim of the insider. See Greenberg
v. Board of Governors, 968 F2d 164, 171 (2d Cir. 1992)
(minutes of board of directors meetings silent as to conflict
relationship). Moreover, an agreement that exists wholly in
the mind of a single person cannot be said to have any legal
meaning whatsoever.

Furthermore, the Towes’ commingling of their family
business interests with those of the Bank breached their
fiduciary responsibilities to the Bank (and to the family
interests). “The threshold inquiry in assessing whether a
director violated his duty of loyalty is whether the director
has a conflicting interest in the transaction. Directors are
considered to be ‘interested’ if they either ‘appear on both
sides of a transaction [] or expect to derive any personal
financial benefit from it in the sense of self-dealing, as
opposed to a benefit which devolves upon the corporation
or all stockholders generally.” In re Seidman, 37 F.3d 911,

8. Respondents’ argument that the agreement was nonetheless en-
forceable has the flavor of a Gilbert and Sullivan farce: “Just because
Edward Towe is on both sides of an agreement doesn’t mean that no
agreement exists at all. Both parties had the capacity to enter into a
contract, both parties intended to enter into a contract, and there
certainly was a mutual meeting of the minds. Thus all of the elements
of an agreement exist.” Except. at 222. Moreover, the question is not
whether the agreement was enforceable, but whether it was a good
deal for the Bank—a determination no one at the Bank had an
opportunity to review since the agreement was not in writing or
known to anyone other than Edward Towe.

934 (3d Cir. 1994), quoting In re Bush, OTS AP 91-16 at
11, 15-16. Here, as Respondents admit, Edward Towe was
repeatedly ‘‘on both sides of a transaction,” in breach of
his fiduciary responsibility to the Bank.

3. Condominiums

In another set of transactions, involving condominium
properties that the Bank had acquired upon default of the
loans that financed their construction, Respondents used
Grant to create the false appearance that the Bank had sold
the condominiums in compliance with banking regulations
concerning ‘“‘other real estate owned” (“OREQO”).
RD 28-35. Those regulations required the Bank to dispose
of the condominiums within five years, and, in order for
such sales to be recognized, prohibited the Bank from
financing more than 90 percent of the sale transactions.
12 C.ER. 7.3025 (1988).

The Bank entered into a scheme to make it appear that
the Bank had complied with the applicable regulations by
selling the foreclosed condominium properties. In particu-
lar, the Bank made a series of loans on extremely favorable
terms to marginally creditworthy or uncreditworthy bor-
rowers to purchase the condominiums. leading to repeated
defaults and resales. Initially, the Bank required only a
$200 cash down payment for the condominium units, far
less than 10 percent of the purchase price of the condomin-
iums, and financed the remainder of the purchase price.
The ALJ found, and the record shows, that the Bank
extended credit to any purchaser who applied for a loan,
without examining the borrower’s credit condition. As a
result, the condominium loans experienced an extraordinar-
ily high default rate, increasing the Bank’s losses and
requiring the Bank repeatedly to reacquire title to the
condominium units.

Edward and Thomas Towe engaged in conduct that
further increased the Bank’s risk with respect to the fore-
closed condominium properties.

(a) Diversion of Down Payments. From 1989 until 1991,
down payments made by purchasers buying condominiums
from the Bank were deposited into an account controlled
by Edward Towe, which was used for the buyers’ real
estate expenses associated with the condominiums and to
make unrecorded loans to condominium buyers, rather
than being credited to the Bank. RD 40-41. When the
Bank’s board reviewed expenses each month, it was not
shown the expenses paid out of the down payment account.
RFF 372,

(b) Down Payment Loans. When informed of an upcoming
OCC examination, Edward Towe attempted to disguise the
Bank’s near-100 percent financing of the sales. He caused
Grant to loan each purchaser of a Bank condominium an
amount equal to ten percent of the purchase price of each
unit, which was applied to reduce the principal amount of
the existing Bank loans. RD 31. This gave the appearance
that the borrowers had made a 10 percent down payment,
when they had not, and thus that the sales would be
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deemed to comply with the regulatory requirements.” The
down payment loans also made the borrowers’ financial
condition appear stronger than it actually was and created
the appearance that the loans were performing. RD 32.

After Grant had extended these retroactive down pay-
ment loans. any payments received from borrowers were
applied to the Grant loans rather than to the Bank loans.
Edward Towe testified that Grant’s preferred status was the
product of an agreement that he made with himself to
subordinate the Bank's position to Grant’s. RD 32;
Tr. 5778. There is no evidence in the record that there was
any independent review of this agreement on behalf of the
Bank or that the Bank obtained any benefit for the subordi-
nation of its position with regard to these loans. Edward
and Thomas Towe then falsified the loan ledgers. recon-
structing them to conceal aspects of these transactions,
including the fact that the proceeds of the loans from Grant
had been applied to reduce the principal amount of the
Bank loans. RD 32-35: RFF 492.

(¢c) Sham Mortgage Insurance. In December 1988, the
OCC informed the Bank that the condominiums were still
considered to be OREOQ, despite the down payment loans
from Grant. The Bank therefore purchased the down pay-
ment loans from Grant and tried another way to remove the
condominiums from OREO status. The Bank paid Grant
$16.,084, representing full principal and interest on the
down payment loans. Defaults on these loans following
the Bank’s acquisition resulted in losses of over $11,000.
RD 33.

Under OCC regulations, a bank may finance in excess of
90 percent of the purchase price of foreclosed OREO
property and still consider the transaction to be an effective
sale if private mortgage insurance covers the amount of the
bank’s loan in excess of 90 percent of the purchase price.
As part of this new attempt to establish effective sales of
the condominiums. Edward and Thomas Towe arranged
tfor another family entity, Towe Farms, to issue what ap-
peared to be private mortgage insurance to condominium
purchasers to cover 10 percent of the loan amount. In
reality. as the ALJ found, the mortgage insurance was a
complete sham. RD 36. The Bank was rarely reimbursed
despite the high default rate, and in those cases where
Towe Farms did make payments under the policies, the
Bank frequently reimbursed Towe Farms for the payments.
[n other cases. Towe Farms’ liability to the Bank was
“waived” by Edward Towe. RD 35- 37.'¢ Thomas Towe

9. In addition. Grant applied funds to delinquent condominium
loans to create the appearance that the loans were performing. RD 32,
Given the relationship between the Bank and Grant. it cannot be
assumed that Grant's down payment loans actually shifted any risk of
loss with respect to the condominium loans from the Bank to Grant.

1. Although actual private mortgage insurance on the condomin-
ium loans would have required substantial premiums, neither the Bank
nor the borrowers paid Towe Farms for issuing its mortgage insur-
ance. This may explain why. despite defaults on 38 covered mortgage
loans. Towe Farms paid out only three times (excluding those pay-
ments that were fully reimbursed by the Bank). with total payments of
$4715. RFF 508-509. 522.

owned 13.5 percent of Towe Farms, and understood that
Towe Farms’s losses on the mortgage insurance would be
subject to indemnity by Towe Farms’ shareholders. RFF
526.1

The Towes’ conduct with respect to the loans to finance
the purchases of foreclosed condominium properties con-
stituted unsafe and unsound practices and breaches of their
fiduciary duty to the Bank. The making of loans to less
than creditworthy borrowers without adequate review, the
diversion of the small down payments made by the borrow-
ers, the subordination of the Bank’s loans to the Grant
down payment loans. and the Bank’s reimbursement of
Towe Farms for mortgage insurance payments all exacer-
bated the Bank’s losses with respect to the condominium
properties. [n addition, the loans to finance the condomin-
ium purchases failed to comply with the OCC’s regula-
tions.

4. Sham Transactions

(a) Jacobson Sham Transaction. Edward Towe, with
Thomas Towe’s knowledge, caused the Bank to engage in
a sham transaction with the purpose of clouding the title of
property part-owned by a former business partner. with
whom he was feuding. The former partner, Ellis Jones, had
built his personal home on land in which he owned an
undivided half-interest. Towe family interests owned the
other undivided half-interest, which was so encumbered by
IRS liens as to be worthless. RD 16. Edward Towe, through
Grant, conveyed the Towes’ interest in the property to a
nominee, John Jacobson. Towe then caused the Bank to
purport to loan Jacobson $53,000 secured by the property,
evidenced by a mortgage that included the Jones home.
One day later, the $53.000 was repaid to the Bank by
Jacobson through Grant, and Grant took the Jacobson loan
and the mortgage. RD 18.

The net effect was to cloud Jones's title to the property.
which led to a lawsuit, settled by the Bank after paying
Thomas Towe $5371 in legal fees. Thomas Towe objected
to the transaction at a board meeting because it would
expose the Bank to a lawsuit for slander of title, but
Edward Towe insisted on proceeding with the transaction.
RFF 93-94.

This sham transaction'? had no prospect of producing a

1. In 1989 the OCC informed the Bank that it needed to document
the legal and financial capacity of Towe Farms to issue private
mortgage insurance, and noted that Montana law requires a certificate
of authority to transact insurance. Thomas Towe’s response was to
call the Montana Insurance Commissioner’s office to ask if a “*guaran-
tee” was subject to the insurance laws. When told that it was not.
Thomas Towe ended his research into the issue. RFF 515-519.

12. Among the indicia that this was a sham transaction were that:
Jacobson did not file a financial statement or loan application: no title
search was performed: the collateral was not appraised: Jacobson did
not pay property taxes or secure insurance for the property: Jacobson
never made a single payment of principal or interest; and Edward
Towe did not believe that Jacobson had the money to pay the loan.
RFF 68-74.



Legal Developments 855

benefit to the Bank,!? in fact caused the Bank a loss at least
in the form of unnecessary legal fees, and displayed Ed-
ward Towe’s willingness to misuse the Bank for personal
ends. In their exceptions to the ALJ’s findings, Respon-
dents do not dispute the facts concerning the transaction or
even its motivation, but argue that it caused no harm and
did not constitute wrongdoing. Except. at 200-201. Re-
spondents argue that in the settlement of the ensuing litiga-
tion with Jones, Jones dropped the slander of title claim
and the Bank was able to make a settlement of unrelated
claims that Thomas Towe regarded as favorable. Except. at
202.

The Board rejects those exceptions. The manipulation of
a bank for a self-dealing transaction is an unsafe or un-
sound practice when it is motivated by spite as well as
when it is motivated by venality.'* As the Board has
previously observed:

The safety or soundness element addresses the
nature, rather than the degree, of the departure from
ordinary standards of prudent banking. Conduct
departing from such standards represents an unsafe
or unsound banking practice when it is of a kind
that, if continued, would present an abnormal
risk—i.e., risks other than those inherent in doing
business—of harm or loss to the bank.

In re Van Dyke, No. AA-EC-87-88 (June 13, 1988), slip
op. at 26, aff'd, Van Dyke v. Board of Governors, 876 F.2d
1377, 1380 (8th Cir. 1989); see Greene County Bank v.
FDIC, 92 F.3d 633, 636 (8th Cir. 1996) (unsafe or unsound
practice is conduct deemed contrary to accepted standards
of banking operation which might result in abnormal risk
or loss to a banking institution or shareholder).

The Jacobson transaction exposed the Bank to substan-
tial financial loss for slander of title, and caused actual loss
in the form of whatever settlement value was exchanged
for the dropping of the claim.'s Furthermore, the transac-
tion cost the Bank a portion of the $5,7103 in legal fees
paid to Thomas Towe.

(b) New Year’s Day Sham Transaction. Edward Towe’s tax
problems included a claim by the IRS that Grant was
Edward Towe’s alter ego and that, as such, it had engaged
in acts of self-dealing in 1989, 1990, and 1991. RFF 113.
At the end of 1991, Edward Towe was under pressure from
the IRS to cause the Towe Foundation to liquidate its

investment in Grant by the end of the year or be subject to

13. Edward Towe conceded that the transaction was not intended to
benefit the Bank. RD 18; RFF 100.

14. Notwithstanding Respondents’ arguments that there was noth-
ing wrong with the use of the Bank to gain revenge against Jones
(Except. at 214-15), such practices are clearly contrary to generally
accepted standards of prudent operation and, if continued, could pose
an abnormal risk to the institution. They therefore meet the standard
for “unsafe or unsound banking practice.”

15. The Bank settled claims brought by Jones totalling $28,000 for
$9000, and it is impossible to determine what portion of the payment
was associated with the slander of title claim. Similarly, it cannot be
determined what portion of the legal fees are properly attributed to the
transaction.

a $50.000 penalty for an additional year of self-dealing.
RFF [13-115.

On January 1, 1992, in order to give the appearance of
complying with that requirement, Edward Towe, with the
knowledge and consent of Thomas Towe, effected a circu-
lar transaction between the Towe Foundation and Grant
accounts at the Bank. Edward Towe deposited a check
drawn on Towe Foundation’s account, in the amount of
$994,500, into Grant’s account; simultaneously, he depos-
ited a check in the same amount, drawn on Grant’s ac-
count, into Towe Foundation’s account. Neither account
had sufficient funds to pay the checks; Grant’s account had
a balance of $3007, and Towe Foundation’s account had a
balance of $11,036. Edward Towe admitted that part of the
purpose of the transaction was to produce Bank documents
that Thomas Towe could use to show to the IRS that the
Towe Foundation’s investment in Grant had been liqui-
dated. RFF 111-125.

The Board rejects Respondents’ argument that the trans-
action represented a legitimate assignment of assets from
Grant to the Towe Foundation in lieu of cash, and that the
exchange of checks was merely Edward Towe's idiosyn-
cratic bookkeeping method of recording the transaction.
Even though Grant eventually transferred some assets to
Towe Foundation, that was not the transaction reflected by
the exchange of checks, and it was those cancelled checks
that were used to demonstrate to the IRS that Towe Foun-
dation had liquidated its investment in Grant.

The Board finds that the Bank’s involvement in this
transaction, which was designed to mislead the IRS, ex-
posed the Bank to possible financial penalties. Accord-
ingly, Edward and Thomas Towe engaged in an unsafe and
unsound transaction and a breach of fiduciary duty by
entering into the transaction.

5. Violations of Cease and Desist Order

In 1986, before the Towes assumed control, the Bank
consented to the issuance of a cease and desist order, which
continued in effect throughout the time relevant to the
Notice. Among other things, the Order required the Bank
to revise and implement its lending policy, adopt and
implement written policies and procedures governing
charge-offs and recognition of losses, establish a loan re-
view system, adopt and implement policies governing su-
pervision and control of non-accrual loans, and refrain
from extending credit without obtaining and analyzing
current and satisfactory credit information.

From January 1987 until June 1992, during the time the
Towes were in control, the Bank operated in continuous
violation of the Order in a host of respects including:
failing to adhere to workout programs; failing to comply
with the Bank’s loan policy; failing to recognize quarterly
losses; and failing to require current and satisfactory credit
information. RD 50. OCC examiners severely criticized
these failures in reports in January and September 1987,
1988, 1989, and 1991. Id. The board of directors failed to
take effective action to comply because Thomas Towe
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repeatedly reassured the board that the Bank was in com-
pliance with almost all provisions of the Order.

The Board rejects Respondents’ exception arguing that
because the Order used the word “‘adherence” with respect
to one article of the Order, but not others, the Order should
be read as excusing non-adherence to the plans, policies,
programs and systems that the Order concededly required
the Bank to “adopt and implement,” or “establish.” Ex-
cept. 378-384. In construing the terms of the Order, the
Board draws upon its institutional experience in requiring
the establishment of such programs through cease and
desist orders. When an institution displays problems of
sufficient severity to warrant the imposition of a cease and
desist order, it is imperative that action be taken through
such programs to address identified problems in a manner
endorsed by and monitored by the supervisor. Thomas
Towe’s construction of the Order, which implicitly reads it
as requiring only empty formalities, is at odds with bank-
ing reality. The requirement of “‘adoption” or “establish-
ment” and “implementation” of such programs in a cease
and desist order therefore necessarily connotes “‘adher-
ence” to the programs thus established.

When the OCC appointed a conservator for the Bank in
June 1992, these violations of the Order were cited, among
other things, as grounds for the conservatorship. When
challenged by the Bank, the OCC’s findings were upheld
by the courts, which expressly rejected the contention that
the Order required only ‘“adoption,” not actual implemen-
tation, of the policies specified. First Nat’l Bank & Trust v.
Dep’t of Treasury, 63 E.2d 894, 899 (9th Cir. 1995)(Bank’s
argument ‘“‘without merit” because it would “render the
[Order] meaningless™).

The very fact that Thomas Towe maintains this untena-
ble argument before the Board undermines his argument
that he has been singled out for punishment as an “effec-
tive advocate for the Bank.” Except. 378. It instead shows
a resistance to fundamental principles of banking and bank
regulation inconsistent with service as a bank director.

The Board also rejects the argument that Respondents
could delegate their responsibility for compliance with the
Order to another bank officer. Except. 398—400. The Board
has previously observed:

A cease and desist order is the most important tool
available to federal banking agencies to ensure that bank-
ing organizations operate in a safe and sound manner and
in conformance with law and regulation . . . The Board
believes that these orders must be treated with seriousness
by the officers and directors of the companies against
which they are issued, because they are meant to assure
that banks operate in a safe and sound manner and do not
put at risk the resources of the federal safety net and the
taxpayers. Under these circumstances, the Board must ex-
pect and demand that [bank] officers and directors take
particular care to ensure that the provisions of such orders
are fulfilled.

In re Northwest Indiana Bancshares, Inc. (September 7,
1990) at 32-33, aff 'd sub nom. Stanley v. Board of Gover-
nors, 940 F2d 267 (7th Cir. 1991). For these reasons,

directors may not simply delegate away their responsibili-
ties for compliance.

The violations of the cease and desist order unquestion-
ably caused loss to the Bank. As an example, the condo-
minium loans were made in violation of the loan policies
the cease and desist order required the Bank to adopt. The
1991 examination classified around $300,000 in condomin-
ium loans as “loss.”

Basis For Prohibition

The Board adopts the ALJ’s recommended conclusions
that the conduct of each of the Respondents satisfies all of
the requirements for an order of prohibition.

1. Misconduct

a. Unsafe and Unsound Banking Practices

Respondents participated in a host of unsafe and unsound
banking practices reflected by self-dealing transactions in-
cluding: the disguised payment of compensation to Edward
Towe; the commingling of the business operations of the
Bank and the other family interests; and the sham transac-
tions, which represented the manipulation of Bank re-
sources for personal reasons rather than for legitimate
Bank business. Each of these practices is contrary to pru-
dent principles of banking operation and, if continued,
could result in abnormal risk of harm or loss to the Bank.

b. Breaches of Fiduciary Duty

All of the transactions and practices represented conflicts
of interest between the Respondents’ Bank and non-Bank
duties, and thus breaches of the Respondents’ fiduciary
duties to the Bank (and to the family interests for which
they were fiduciaries.) The surreptitious payment of com-
pensation to Edward Towe benefitted him while putting the
Bank at significant risk, and the sham transactions were
undertaken to serve personal interests rather than those of
the Bank. Respondents’ actions in connection with Grant
Investments also showed repeated willingness to subordi-
nate the Bank’s interests to those of other entities. Respon-
dents appeared not to recognize the existence of these
conflicts and took no action to avoid or cure them.

c. Violations of Law, Regulations, and Orders

Various of the transactions also reflected violations of law
and regulation. For example, the transfer of low-quality
assets between the Bank and the affiliated Towe family
interests, particularly Grant Investments, violated sec-
tions 23A and 23B of the Federal Reserve Act (12 U.S.C.
§§ 371c and 371c-1). The provision of free or below-
market Bank services to Grant also violated section 23B.
The Bank’s failure legitimately to dispose of the condomin-
iums within the five-year holding period, and its failure
accurately to report its continued holding of this real estate,
constituted violations of 12 C.ER. 7.3025 and 12 U.S.C.
§ 29 and 161. Edward and Thomas Towe also participated
in the Bank’s violation of the 1986 cease and desist order.
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2. Effects

These practices, violations, and breaches unquestionably
caused both gain to the Respondents and financial and
other loss to the Bank. Respondents received financial gain
in a number of the transactions and practices, including the
disguised compensation payments (Edward Towe received
the payments that otherwise would have gone to the IRS);
the New Years Day sham transaction (Edward Towe re-
ceived gain through the avoided IRS penalty): and the
commingled Grant/Bank transactions (Grant, an affiliate of
Respondents, gained at the expense of the Bank). In addi-
tion, the Bank suffered substantial financial loss through a
number of the transactions and practices, including the
disguised compensation payments (which exposed it to the
IRS suit that was ultimately settled for $20,000), the provi-
sion of free or below-market services to Grant, the com-
mingled transactions which caused it repeatedly to throw
good money after bad while Grant was paid off, the diver-
sion of condominium down payments from the Bank into
the account Edward Towe used to pay condominium buy-
ers” expenses, and the violations of the cease and desist
order that caused losses on the condominium loans, among
others.

3. Culpability

The record amply reflects that Respondents repeatedly
displayed willful disregard for the safety or soundness of
the Bank in every one of the transactions or practices,
consciously placing the interests of themselves and of their
other family interests ahead of the interests of the Bank.
The Board also adopts the ALJ recommended conclusion
that both respondents engaged in “continuing disregard for
the safety and soundness of the institution.” a standard that
captures conduct reflecting recklessness or indifference
witit respect to an institution’s safety. See Brickner v.
FDIC, 747 F.2d 1198, 1203 n.6. (8th Cir. 1984); Grubb v.
FDIC, 34 F.3d 956, 962 (10th Cir. 1994).

Furthermore, a number of the practices also meet the
alternative requirement of personal dishonesty in that they
served the purpose of deception. These practices include
the disguised compensation payments, the surreptitious
down payment loans, and the New Years Day sham trans-
action. In addition, Edward Towe’s admitted physical alter-
ation of the terms of the Preiss deed further evidenced
personal dishonesty.

Accordingly, all of the elements required for issuance of
an order of prohibition have been amply met.'®

16. The Board denies Respondents’ exception relating to the ALJ’s
amended recommendation as to the term of prohibition, revising his
initial recommendation of a term-limited order to one with an indefi-
nite term. In a recent case the Board expressed doubt that it has the
authority to order any term of prohibition other than indefinite. See In
re Vickery, 83 Federal Reserve Bulletin 535. 541 (1997). In any event,
the Board would be disinclined on the facts of this case to issue any
term of prohibition other than indefinite.

The Board also declines to issbe an advisory opinion on the applica-
tion of the Order of Prohibition to Thomas Towe's law practice, as he

Procedural Exceptions

Administrative law judges are normally accorded wide
discretion in dealing with procedural issues before and
during the hearing. The ALJ’s decisions here were well
within his authority under the Uniform Rules of Procedure
governing the hearing, and Respondents’ procedural excep-
tions are therefore denied. See 12 C.FR. 19.5.

Conclusion

For the foregoing reasons, the Board orders that the at-
tached Orders of Prohibition issue.
By Order of the Board of Governors, this 18th day of
August, 1997.
Board of Governors of the
Federal Reserve System

WILLIAM W. WILES
Secretary of the Board

Order of Prohibition

WHEREAS, pursuant to section 8(e) of the Federal De-
posit Insurance Act, as amended (the “Act”)(12 U.S.C.
§ 1818(e)), the Board of Governors of the Federal Reserve
System (*‘the Board”) is of the opinion, for the reasons set
forth in the accompanying Final Decision, that a final
Order of Prohibition should issue against EDWARD
TOWE and THOMAS E. TOWE;
NOW, THEREFORE, IT IS HEREBY ORDERED that:
(1) In the absence of prior written approval by the Board,
and by any other Federal financial institution regulatory
agency where necessary pursuant to section 8(e)(7)(B) of
the Act (12 US.C. § 1818(e)(7)(B)), EDWARD TOWE and
THOMAS E. TOWE are hereby prohibited:
(a) From participating in the conduct of the affairs of
any bank holding company, any insured depository
institution or any other institution specified in
subsection 8(e)(7)(A) of the Act (12 US.C.
§ 1818(e)(T)(A));
(b) From soliciting, procuring, transferring, attempt-
ing to transfer, voting or attempting to vote any proxy,
consent, or authorization with respect to any voting
rights in any institution described in subsection
8(e)(7)(A) of the Act (12 U.S.C. § 1818(e)}(7)(A)):
(c) from violating any voting agreement previously
approved by the appropriate Federal banking agency;
or

requests in his motion for clarification. The Board notes that the FDI
Act specifically distinguishes between persons generally participating
in the conduct of the affairs of a bank, and an independent contractor,
such as an attorney. 12 U.S.C. § 1813(u)(3)-(4). See Cavalilari v. Office
of the Comptroller of the Currency, 57 F3d 127 (2d Cir. 1995)
(finding attorney to be an institution-affiliated party under 12 U.S.C.
§ 1813(u)(4)). Thomas Towe should seek any more specific guidance
he desires from the appropriate financial institution regulatory agency.
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(d) From voting for a director, or from serving or
acting as an institution-affiliated party as defined in
section 3(u) of the Act, (12 U.S.C. § 1813(u)), such as
an officer, director, or employee.
2. This Order, and each provision hereof. is and shall
remain fully effective and enforceable until expressly
stayed, modified, terminated or suspended in writing by the
Board.
This Order shall become effective upon the expiration of
thirty days after service is made.

By Order of the Board of Governors, this 18th day of
August, 1997.

Board of Governors of the
Federal Reserve System

WILLIAM W. WILES
Secretary of the Board
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1.10  RESERVES, MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES

Percent annual rate of change. seasonally adjusted'

1996 1997 1997
Monvtary or credit aggregate
Q3 Q4 Ql Q2 Mar, Apr. May June July
Reserves of depository institutions®
| Total. .. ... PN —164 -17.2 —-8.3 —143 -170 =219 -9.7 1.5 -3.6
2 Required . . —16.5 —18.5 -84 ~15.0" ~20.7 —18.6 -158 5" -38
3 Nonborrowed. —-17.6 —16.2 =72 —16.0 —19.9 =245 -93 -1.6' —-6.7
4 Monetary base 53 5.1 5.6 33 35 1.6 3.6 4.7 7.4
Concepts of money, liqud assets, and debr*
Mbooooo o oo - —-6.5 -7.3 -7 =55 -60.0 —11.3 =27 6 -1.0
34 5.1 6.1 43 52 6.1 -1 46 4.5
5.5 82 8.2 70" 7.9 9.5 2.0° 5.9' i1.0
6.5 7.2 6.7 7.7 8.2" 10.3* RAY 6.4 na
5.2 5.0 4.5 4.9 53 59 39 26 n.a.
7.7 10.3 8.7 8.1 9.6 12.7 9 6.2 6.5
13.4 19.6 15.6" 16.8' 16.8 21.3° 8.9 10.1° 327
Tune and savings deposits
Commercial banks
12 Savings, including MMDAs . ... ... ... oo 12,0 17.0 14.0 10.7 t7.1 17.6 -32 57 9.3
13 Small time 5 3.7 4.7 29 5.9 5.1 5.6 6.2 11.6 12.6
14 Large time™ 19.1 229 12.8 237 255 354 4.6 25.6 47.1
Thrift institutions
15 Savings. ingluding MMDAs. ... ... ... oL L 2 8 2.7 58 23 9.7 77 0 -1.6
16 Small nme’ -2 30 B -3 -10.5 -4.1 34 -4.1 ~133
17 Large time® 9.0 9.1 128 5.1 1.5 73 —1.5 1.7 21.6
Money market mutual funds
18 Retail ... i 16.3 li/.2 16.3 14.7 19.9 245 ~4.2 12.1 12,6
19 Institution-only ... . L L Lo e e e 20.7 19.8 15.5 125 2501 -8 0 23.1 6
Repurchase agreements and Eurodollars
20 Repurchase agrecments'™ . ... .o e —40" 3.0 8.5 52" -10.1" 16.2° 3.6 ~12.4' 41.9
21 Buwrodollars'™ .. 9.7 48.2 40.6' 30.8" 210" 43.3° 61.7 -50.5" 7.5
Debr components®
22 Federal. . - 3.8 32 1.8 7 4.7 24 -39 -39 na.
23 Nonfederal.. .......... 5.7 5.6 547 6.3 5.6° 7.2" 6.6 4.8 n.a.

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

2 Figures mcorporate adjustments for discontinuiies, or “‘breaks,” associated with
regulatory changes in reserve requirements. (Sce also table 1.20.)

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

-+. Composition of the moncy stock measures and debt is as follows:

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

M2: M1 plus (1) savings (including MMDAS), (2) small-denomination time deposits (time
deposits—inciuding retail RPs—in amounts of less than $100,000), and (3) balances in retail
money market muatual funds (money funds with minimum muial investments of less than
$S0.000) Excludes individual retirement accounts (TRAs) and Keogh balances at depository
institutions and money market funds. Seasonally adjusted M2 1s calculated by summing
savings deposits, small-denonination time deposits, and retail money fund balances. each
seasonally adjusted separately, «nd adding this result to seasonally adjusted M1.

M3: M2 plus (1) large-denonunation time deposits (in amounts of $100.000 or more). (2)
bulances in institutional money funds (money tunds with minimum initial investments of
$50,000 or more). £3) RP Lishilines (overnight and term) issued by all depository mstitunons.,
and (4) Eurodollars (overnight and term) held by U.S. residents at foreign branches of U.S.
banks worldwide and at all banking offices 1n the United Kingdom and Canada. Excludes

amounts held hy depository nstitutions, the U.S. government, money market funds, and
foreign banks and official institutions. Seusonally adjusted M3 1s calculated by summing large
ume deposits, institutional money fund balances, RP liabilities, and Eurodollars, each
seasonally adjusted separately, and adding this result to seasonally adjusted M2.

L: M3 plus the nonbank public holdings of U.S. savings bonds, short-term Treasury
securities, commercial paper. and bankers acceptances, net of money market fund holdings of
these assets Seasonally adjusted L is computed by summung US savings bonds, short-term
Treasury securities. commercial paper. and bankers acceptances. cach seasonally adjusted
separately, and then adding this result to M3.

Debt: The debt aggregate 15 the outstanding credit market debt of the domestic nonfinancial
sectors—the federal sector (U.S. government, not including government-sponsored enter-
prises or federally related mortgage pools) and the nonfederal sectors (state and local
governments, households and nonprofit organizations. nonfinancial corporate and nonfarm
noncorporate businesses, and farms). Nonfederal debt consists of mortgages, tax-exempt and
corporate bonds, consumer credit, bank loans, commercial paper, and vother loans. The data,
which arc derived from the Federal Rescrve Board’s flow of funds accounts, are break-
adjusted (that 1s, discontinuities in the data have been smoothed into the series) and
month-averaged (that is, the data have been derived by averaging adjacent month-cnd levels).

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

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

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

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

9 Large time deposits at commercial banks less those heid by money market funds.
deposttory institutions, the U.S. government, and forcign banks and official institutions.

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

Millions of dollars

Average of

daily figures Average of daily figures for week ending on date indicated

Factor 1997 1997
May June July June 18 June 25 July 2 July 9 July 16 July 23 July 30
SUPPLYING RESERVE FUNDS
1 Reserve Bank credit outilandma ..... e 448.786 449,169" 448.800 447,486 450,254° 456,507 449824 450,680 446,383 447,439
U.S. government securities’
2 Bought outright—System account', ... ... .. 405,099 407,635 410,681 407,195 409,750 409,846 411,184 41L118 410,818 409,823
3 Held under repurchase agreements  ........ 10,616 7,801 3,618 6.331 7,427 11,652 3,575 5.039 1.713 3,315
Federal agency obligations
4 Bought outright —.......... ... ......... 1,970 1,563 1,220 1,496 1,496 1422 1,236 1,222 1,209 1,209
5 Held under repurchase agreements . 680 862 814 659 457 831 1,513 1.096 163 350
6 ACCEplances ................. . 0 0 0 0 0 0 0 0 0 0
Loans to depository institutions
7 Adjustment credit .. ... e R 66 94 105 9 69 425 21 10 27 216
8 Seasonal credit. . . . . 176 243 330 221 295 304 294 303 347 378
9 Extended credit . N 0 0 0 0 0 ] 0 0 0 0
10 Float . .............. . 150 474" 497 1,278 -27 608 754 197 566 127
11 Other Federal Reserve assets . . 30,028 30.497 31.534 30.297 30,787 31,419 31,246 31.694 31,540 32,021
12 Gold stock . ....... ... i 11,051 11,050 11,050 11,050 11,050 11,050 11,050 11,049 11,049 11,050
13 Special drawing rights certificate account . . . 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200
14 Treasury currency outstanding . ................ 25,260" 25311" 25.369 25,310 25322° 25,335 25.349 25363 25,377 25.391
ABSORBING RESERVE FUNDS
15 Currency 1 circulation 1448,766" 451,823" 456,114 451814 451.528" 453,544 458,067 456,881 455217 454 417
16 Treasury cash holdings . 320 343 336 344 344 344 346 345 334 321
Deposits, other than reserve balances, with
Federal Reserve Banks
17 Treasury 11,513 8,848 4,750 6.831 11,868 12,577 3,902 4919 5212 4.877
18  Foreign .. 175 182 175 172 208 177 171 190 168 172
19 Service-related balances and adjustments .. ... 7,117 7,185 7,309 7,146 7,122 7.559 7,285 7,251 7.293 7.361
20 Other ... ... . il o 356 366 319 374 338 324 324 321 311 316
21 Other Federal Reserve liabilities And capital ..... 15,132 15,497 15,354 15,198 15,194 15,467 15,172 15.359 15,343 15,670
22 Reserve balances with Federal Reserve Banks* .. 10,918 10.487" 10,063 11.168 9,223" 12.100 10,155 11.02: 8,130 9947
End-of-month figures Wednesday figures
May June July June 18 June 25 July 2 July 9 July 16 July 23 July 30
SUPPLYING RESERVE FUNDS
I Reserve Bank credit outstanding ... . ........ 447,054 163,676 448,947 450,774 457,103" 451816 449,141 450,131 446,018 453.652
U.S. government securities: .
2 Bought outright—System account™ ........ 405,124 410914 407,839 407451 409,719 411,461 410,155 411,733 409,877 408,992
3 Held under repurchase agreements ... ... 7453 15,456 6,326 9,211 13,140 3,360 3415 4,840 1.650 8,927
Federal agency obligations
4 Bought outright . 1,970 1.496 1,209 1,496 1.496 1,236 1,236 1.209 1,209 1,209
5 Held under repurchase dgren:mumi . . 1,847 1,117 743 966 1,400 1,725 1,470 500 190 975
6  Acceptances................. 0 0 0 0 0 0 0 0 0 0
Loans to depository i
7 Adjustment credit 353 1,587 14 9 393 1,142 107 4 1 1,286
8 Seasonal credit 219 307 398 268 309 296 291 328 365 392
9 Extended credit . . . . . 0 0 0 0 0 0 0 0 0 0
10 Float .................... 103 4617 959 811 =703 1.848 1,253 128 948 —585
11 Other Federal Reserve assets 29,986 32338 31,459 30.562 31,349 30.747 31,214 31.388 31,778 32.456
12 Gold stock . ... L0 oL L0 i 11,051 11,050 11,051 11,050 11.050 11,050 11,050 11,049 11,050 11,051
13 Special drawing rights cert cate aceount . . 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9.200 9,200
14 Treasury currency outstanding .. .............. 25.284" 25,335 25.405 25.310' 25,322° 25,335 25.349 25,363 25,377 25,391
ABSORBING RESERVE FUNDS
15 Currency in circulation ...... . . . .| 451141 453,624" 455,103 452,468 452,834 456,813 458,689 456,880 455,703 455.465
16 Treasury cash holdings ...... . . .......... 330 343 3H 344 343 346 347 336 323 311
Deposits. other than reserve balnnce\ with
Federal Reserve Banks
17 Treasury R N 5,174 16.368 5014 9.050 19,285 5.253 4.645 6,562 4,942 5.153
I8  Foreign . . ... L L0 oo 177 178 175 167 468 172 170 265 163 170
19 Service-related balances and adjuxtmems ..... 7,124 7,559 7.139 7.146 7,122 7,559 7.285 7,251 7,293 7,361
20 Other . ... .. e 328 321 325 371 337 340 303 317 308 3i6
21 Other Federal Reserve liabilities dnd capital ... .. 16,037 15,517 14,785 14,940 15,166 14,971 15,101 15,167 15,138 15,540
22 Reserve balances with Federal Reserve Banks® . 12,281 15.350° 11,752 11,846 7,120" 11,945 8,200 8,965 7,777 14,979
1. Amounts of cash held as reserves are shown in table 1.12, line 2 3. Includes compensation that adjusts for the effects of inflation on the principal of
2. Includes securities loaned—fully guaranteed by U.S. government securities pledged inflation-indexed securities,
with Federal Reserve Banks—and excludes securities sold and scheduled to be bought back +. Excludes required clearing balances and adjustments to compensate for float

under matched sale-purchase transactions
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1.12 RESERVES AND BORROWINGS Depository Institutions'

Millions of dollars

.
Prorated monthly averages of biweckly averages
Reserve classificabon 1994 1995 1996 1997
Dec. Dec. Dec Jan. Feb. Mar. Apr. May June” July

1 Reserve balances with Reserve Banks® 24,658 200,440 13.395 11.710 11455 11515 12,308 10916 10,291 9,854

2 Total vault cash®. ... . ... .. . 40,378 42,094 44.426 47,172 43,375 42,116 41.381 41,111 42398 43.129

3 Applied vault cash® . 36,682 37,460 37.848 38,932 36,588 36,029 35571 35,081 36,319 36,530

4 Surplus vault cash’. 3,696 4,634 6.578 8,240 6,788 6,087 5810 6,030 6,079 6,599
5 Total reserves 61,340 57,900 51,243 50,642 48,043 47.543 47,879 45,997 46,610 46,383
6 Required reserves. . . 60,172 56,622 49,819 49419 47,012 46,383 46,869 44,757 45.330 45179
7 Excess reserve balances at Reserve Banks’ . . . 1,168 1,278 1,424 1.223 1.031 1.160 1,010 1.240 1,280 1,204
8 Total borrowings at Reserve Banks® ... . . ... 209 257 {55 45 42 156 261 243 367 409
9  Seasonal borrowings . .. 100 40 68 19 21 37 88 173 243 330
10 Extended credit” ........... ... . ... .. 0 0 0 0 0 0 0 0 0 0

Biweekly averages of daity figures for two week periods ending on dates indicated
1997

Apr. 9 Apr. 23 May 7 May 21 June 4 June 18 July 27 July t6 July 30 Aug. 13

| Reserve balances with Reserve Banks®. .. ... o 12,620 12516 11,493 10,547 11,030 9.782 10,639 10,560 9,007 10.251

2 Total vault cash™. .. . . ..... . . . 41.640 40,986 41.838 40.879 40,929 43447 41,664 42,756 43703 43.250

3 Applied vault cash® . R 35916 35,359 35,551 34,780 35,176 26,911 36,009 36,565 36,559 36.665

4 Surplus vault cash’ 5,724 5,627 6.288 6,099 5,753 6,536 5.655 6.191 7,144 6,585

5 Total reserves” .............. .. 48,536 47,874 47,043 45,326 46,205 46,693 46,648 47.125 45,566 46916

6 Required reserves................. 47,313 47,209 45.619 44,280 44,821 45417 45,398 45,739 44,561 45,576

7  Excess reserve balances at Reserve Banks’ . 1,223 665 1,424 1,046 1,384 1.276 1,250 1.386 1.005 1.340

8 Total borrowings at Reserve Banks®. .. .. .. 344 228 219 189 336 22 547 314 484 426

9 Seasonal hon'ov(vlings A . P 61 86 127 169 2i0 300 299 363 37

10 Extended credit” ... ..... . ..., AN 0 1] 0 0 0 0 0 4 0

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

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

3. Total “lagged” vault cash held by depository institutions subject to reserve
requirements. Dates refer to the maintenance periods during which the vault cash may be used
1o satisfy reserve requirements. The maintenance period for weekly reporters ends sixteen
days after the lagged computation period during which the vault cash is held. Before Nov. 25,
1992. the maintenance period ended thirty days after the lagged computation period.

4. All vault cash held during the lagged computation period by “bound™ institutions {that
15, those whose required reserves exceed their vault cash) plus the amount of vault cash
applied during the maintenance period by “nonbound” institutions (that 15, those whose vault
cash exceeds their required reserves) 1o satisfy current reserve requirements

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

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

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

8. Also includes adjustment credit

9. Consists of borrowing at the discount window under the terms and conditions estab-
lished for the extended credit program to help depository instituons deal with sustaned
liquidity pressures. Because there 15 not the same need to repay such borrowing promptly as
with traditional short-term adjustment credit, the money market effect of extended credit is
similar to that of nonborrowed rescrves.



1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per year

Policy Instruments A7

Current and previous levels

Adjustment credut! Seasonal credit’ Extended credit’
Federal Reserve
Bank On On o
9/5/97 Effective date Previous rate 9/5/97 Effective date Previous rate 9/5;:)7 Effective date Previous rate
Boston .......... 5.00 2/1/96 5.25 5.60 8/28/97 5.55 6.10 8/28/97 6.05
New York. . 1/31/96
Philadelphia . ... .. 1/31/96
Cleveland . .. .. 1/31/96
Richmond. ....... 2/1/96
Atlanta .. .. 1/31/96
Chicago . ... 2/1/96
St. Louis. ..... 2/5/96
Minneapolis . . ... 1/31/96
Kansas City . 2/1/96
Dallas. ..... .. 1/31/96
San Francisco . .. 5.00 1/31/96 5.25 5.60 8/28/97 5.55 6.10 8/28/97 6.05
Range of rates for adjustment credit in recent years4
Range (or | FR. Bank Range (or | ER. Bank Range (or | ER. Bank
Effective date level)—All of Effective date leve)—All of Effcctive date level)—All of
ER. Banks NY. FR. Banks N.Y. F.R. Banks NY
In effect Dec. 31, 1977 ........ 6 1981—Nov. 2 ............... 13-i4 13 1988-~Aug. 9 ... . ... ... 6-6.5 6.5
13 13 ) NN 6.5 6.5
1978—Jan. 6-6.5 6.5 Dec. 12 12
6.5 6.5 1989—Feb. 24 6.5-7 7
May 6.5-7 7 1982—July 20 11.5-12 1i.5 27 7 7
7 7 23 . 11.5 11.5
July 7-7.25 7.25 Aug. 2 =115 11 1990—~Dec. 19 . ... ... 6.5 6.5
7.25 7.25 3 11 11
Aug. 7.75 775 16 . 10.5 10.5 1991—Feb. 1 6-6.5 6
Sept. 8 8 27 10-10.5 10 4 6 6
Oct. 8-8.5 8.5 30 10 10 Apr. 30 ... 5.5-6 5.5
8.5 8.5 Oct 12 9.5-10 9.5 May 2 5.5
Nov 8.5-9.5 9.5 13 9.5 9.5 Sept. 13 5
9.5 9.5 Nov. 22 9-9.5 9 17 .. 5
26 9 9 Nov. 6 45
1979—July 10 10 Dec. 14 8.5-9 9 7 4.5
Aug. 10-10.5 10.5 15 8.5-9 85 Dec. 20 35
10.5 0.5 17 85 85 24 35
Sept. 10.5-11 1
2 11 il 1984—Apr. 9 8.5-9 9 1992—Juty 2 335 3
Oct 11-12 12 K 9 9 7T 3 3
2 12 Nov. 21 8.5-9 8.5
26 8.5 85 1994—May 17 3-35 35
1980—Feb. 12-13 13 Dec. 24 8 8 18 ... 35 35
13 i3 Aug. 16 ... 354 4
May 12-13 13 1985—May 20 ........ A 7.5-8 7.5 18 4 4
12 12 24 o 7.5 7.5 Nov. 15 4-4.75 475
June 11-12 11 17 475 475
1t 1 1986—Mar. 7 A 7-7.5 7
July 2 10-11 10 1 . 7 7 1995—Feb. | . ... ... 4.75-5.25 5.25
2 10 10 Apr. 21 6.5-7 6.5 9. 525 5.25
Sept. 11 1l 3. 6.5 6.5
Nov. 12 12 July 6 6 1996—Jan. 31 5.00-5.25 5.00
Dec. 12-13 13 Aug. 5.5-6 55 Feb. 5 5.00 5.00
13 13 5.5 5.5
1981—May 13-14 14 Ineffect Sept 5.1997 .. . ... . S.00 5.00
14 14 1987—Sept. 4 .......... 5.5-0 6
n ... 6 6

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

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

3. May be made available to depository institutions when simlar assistance 15 not
reasonably available from other sources, including special wndustry tenders. Such credit may
be provided when exceptional circumstances {including sustained deposit drains, impaired
access to money market funds, or sudden deterioration in loan repayment performance) or
practices involve only a particular institution. or to meet the needs of institutions experiencing
difficulties adju -ting to changing market conditions over a longer period (particularly at times
of deposit disintermediation). The discount rate applicable to adjustment credit ordinarily 1s
charged on extended-credit loans outstanding less than thirty days: however. at the discretion

of the Federal Reserve Bank. this time period may be shortened. Beyond this initial period, a
flexible rate somewhat above rates charged on market sources of funds is charged. The rate
ordinarily 1s reestablished on the first business day of each two-week reserve maintenance
period, but it is never less than the discount rate applicable to adjustment credit plus 30 basis
points.

4. For earlier data, see the following publications of the Board of Governors: Banking and
Monetary Statistics, 19141941, and 1941-1970; and the Annual Starnstical Digest, 1970~
1979.

In 1980 and 1981, the Federal Reserve applied a surcharge to short-term adjustment-credit
borrowings by mnstitutions with deposits of $500 million or more that had borrowed
successive weeks or in more than four weeks i a calendar quarter. A 3 percent surcharge way
in effect from Mar. 17, 1980. through May 7, 1980. A surcharge of 2 percent was reimposed
on Nov. 17, [980; the surcharge was subsequently raised to 3 percent on Dec. S, 1980, and to
4 percent on May 5, 1981. The surcharge was reduced to 3 percent effective Sept. 22, 1981,
and to 2 percent effective Oct. 12, 1981. As of Oct. 1, 1981. the formula for applying the
surcharge was changed from a calendar quarter to a moving thirteen-week period. The
surcharge was eliminated on Nov. 17, 1981.
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1.15 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS'

Requirement
Type of deposit
Percentage ot .
deposﬁs Effecuive date
Net transaction accounts®
bS50 milion=$49.3 mHION L. ... oo e e e e e 3 11297
2 More than $49.3 million® . ... L L 10 112/97
3 Nonpersonal HMe deposits®. . . ... ... . .uturt ittt o ettt e 0 1227190
4 Eurocurrency liabilities®. .. ... ... . i e e 0 12/27/90

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

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

3} The Monetary Control Act of 1980 requires that the amount of transaction accounts
against which the 3 percent reserve requirement applies be modified anaually by 80 percent of
the percentage change in transacton accounts held by all depository institutions, determined
as of June 30 of each year. Effective with the reserve maintenance period beginning January 2,
1997, for depository institutions that report weekly, and with the period beginning January 16,
1997, for institutions that report quarterly, the amount was decreased from $52.0 mullion to
$49.3 million.

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

succeeding calendar year by 80 percent of the percentage increase n the total reservable
liabilities of all depository institutions, measured on an annual basis as of June 30. No
corresponding adjustment is made in the event of a decrease. The exemption applies only to
accounts that would be subject to a 3 percent reserve requirement. Effective with the reserve
maintenance period beginning January 2, 1997, for depository institutions that report weekly,
and with the penod begmning January 16, 1997, for nstitutions that report quarterly, the
exemption was raised from $4.3 million to $4.4 million.

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

S. For institutions that report weekly. the reserve requirement on nonpersonal time deposits
with an original maturity of less than 1% years was reduced from 3 percent to 142 percent for
the maintenance period that began Dec. 13, 1990. and to zero for the maintenance period that
began Dec. 27. 1990. For institutions that report quarterly, the reserve requirement on
nonpersonal time deposits with an original maturity of less than 1%2 years was reduced from 3
percent to zero on Jan 17, 1991.

The reserve requirement on nonpersonal time deposits with an origmal maturity of 1'%
years or more has been zero since Oct. 6, 1983.

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

Millions of dollars

1996 1997
Type of transaction 1994 1995 1996
and maturity h
Dec. Jan, Feb. Mar. Apr. May Tune
U.S. TREASURY SEC[,'RI'I"IES2
Outright trunsuctions (excluding matched
rransactions)
Treasury bills
i Gross purchases .. ... . AU L 17484 10,932 9,901 (] O 0 0 4,006 0
2 Gross sales. e e 0 0 4] 0 ] [¢] 0 0 0
3 Exchanges .. .. B 380.327 405.296 426.928 34,211 40,346 33997 31.720 33,160 47,456
4 For new bulls . . e 380,327 405.296 426,928 34211 40,346 33.647 31,720 33,160 47.456
5 Redemptions .. 0 900 0 0 0 0 0 0 0
Others within one year
6 Grosspurchases. ... o 733 390 524 0 0 818 0 0 383 494
7 Gross sales. . . o 0 ) 0 0 0 4] [} 0 Q0 0
8 Maturity shifts 0 43,574 30512 2,259 2.481 5.086 3143 2.006 5.666 1.476
9 Exchanges -31.949 ~35,407 —-41,394 -1.950 =350 -2.864 ~1.534 =200 -4.229 —2.250
10 Redemptions . 2,337 1.776 2015 0 607 0 0 376 0 0
One to five years
11 Gross purchases. .. ...... L [ 9916 5,366 3898 0 0 1,128 2.861 1.924 1.102 2797
12 Gross sales . L { 0 4] O Q 0 0 0 0 0
13 Matunty shift e R —6.004 - 34,646 —25.022 -2.259 ~2.481 ~-4.926 ~3,143 -2.006 —4.685 —1.476
14 Exchanges .................. e 26,458 26.387 31,459 1.950 550 1.874 1,534 1.700 2479 2250
Five (o ten ycars
15 Gross purchas 3.57s 1.432 1116 0 0 0 0 0 734 499
16 Gross sales 0 0 0 0 0 0 0 0 0 0
17 Mawrty shi —3.145 -3.093 —=5.469 0 0 1,236 0 0 -981 0
18  Exchanges .................. 47117 7.220 6.666 0 0 890 0 400 1.750 0
More than ten vears
19 Gross purchases . . ... .. ... . ... 3,606 2,529 1,655 0 0 0 1017 n 988 906
20 Gross sales [¢] ] 0 0 [¢] 0 QO Y] ] Q
21 Matry shi o R -918 -2.253 -20 0 0 —1.396 0 0 0 [
22 Exchanges ................ .. . ... 775 1,800 3.270 0 0 450 0 0 0 0
All maturitics
23 Gross purchases  .............. 35314 20,649 17,094 0 0 1,943 3978 5.930 3.206 5292
24 Gross sales 0 0 0 0 0 0 0 0 0 0
25 Redemptions ................ 2,337 2.676 2.015 0 607 0 0 376 0 4}
Muatched 1ransactions
26 Gross purchases. ............. e 1,700.836 | 2.197.736 | 3,092.399 | 272117 285.667 250.867 288,373 303.056 287.229 293,506
27 Gross sales . . ... s oo [ 1700300 | 2202030 | 3,094,769 [ 273.872 283,240) 254741 288.073 301177 287.826 203,008
Repurchase agreements
28 Gross purchases ......... ... ... L. 309,276 331,694 85,924 74,422 48,805 60,425 102,578 46.552 60.286
29 Grosssales ..., .o o oo [ 311.898 328.497 73,501 86,673 45,747 60.718 62,685 89.477 47.070
30 Net change in US. Treasury securities. . ............ 29.882 16,875 10.669 ~10.430 1,127 3.984 47.326 —40316 19.006
FEDERAL AGENCY OBLIGATIONS
Quiright transactions
31 Gross purchases . ..... L I 0 0 0 0 0 0 [} O 4] 0
32 Gross sales . . . e . 4] 0 U 0 8] 0 0 0 0 0
33 Redemptions .. ......ooooios L oo 942 1.003 409 12 187 27 17 24 [} 474
Repurchase agreements
52,696 36.851 75.354 7.796 17,668 9.795 14,300 143,178 7.954 9228
52.69% 36.776 74.842 8.947 17,995 9,454 14.830 10.285 7.096 9131
36 Net change in federal agency obligations ........... —942 —928 103 —1.163 —514 314 —547 —131 858 -377
37 Total net change in System Open Market Account . . . 28,940 15,948 20,021 9,506 —10,944 1441 3.437 47,195 —39,458 18,629
L. Sales. redemptions, and negative tigures reduce holdings of the System Open Market 2 Transactions exclude changes n compensation for the effects of inflation on the principal

Account; all other figures increase such holdings. of mflation-indexcd sccurities
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements'

Millions of dollars

Wednesday End of month
Account 1997 1997
July 2 July 9 July 16 July 23 July 30 May 31 June 30 July 31
Consolidated condinion statement
ASSETS
1 Gold certificate account. .. .. ........c... i 11,050 11,050 11,049 11,050 11,051 11,051 11,050 11,051
2 Special drawing rights certificate account . i .. 9,200 9,200 9,200 9.200 9,200 9,200 9,200 9,200
3C0IN ..o e e e e 473 459 468 471 477 531 492 484
Loans
4 To depository institutions . .. . 1,438 398 332 366 1,679 571 1,894 41
S5O0ther .............. o il .. 0 0 0 0 0 0 0 0
6 Acceptances held under repurchase agreements ........... 0 0 0 0 0 0 0 0
Federal ugency obligations
7 Bought outright . ....... ... o0 L L 1,236 1.236 1.209 1,209 1,209 1,970 1,496 1.209
8 Held under repurchase agreements.............. ........ 1,725 1.470 500 190 975 1,847 L1117 743
9 Total U.S. Treasury securities. . ........................ 414,821 413570 416,573 411,527 417919 412,577 426,370 414,165
10 Bought outrlghl2 .................................... 411,461 410,155 411,733 409,877 408,992 405,124 410914 407,839
Il Bills . 196,077 194,772 196.947 195.091 194,207 194,437 195.531 193,053
12 Notes o 161,122 161.122 160,524 160,524 160,524 137,770 161,122 160,524
13 Bonds................. o 54,261 54.261 54.26] 54,261 54,261 52916 54,261 54,261
14 Held under repurchase agreements 3.360 3415 4,840 1,650 8,927 7,453 15,456 6,326
15 Total loans and securities . . ................ .......... 419,220 416,674 418,615 413,292 421,782 416,965 430,878 416,529
16 Ttems in process of collection.................. ........ 8916 7,988 7,241 6,424 5,733 4,188 2.400 4,833
17 Bank premises ....... e e e 1,251 1,252 1,259 1,259 1,258 1,243 1,251 1,257
Other assets
18 Denominated m foreign currencies® ...l 17,972 17.979 17,986 17,992 17,999 18,080 17,970 17,204
19 Allother® . ... 11,696 12,213 12.267 12,400 13,074 10,727 13,295 12,976
20 Total assels .. ........ ... .ol 479,778 476,815 478,084 472,088 480,574 471985 486,536 473,534
LIABILITIES
21 Federal Reserve notes . ............oviierirovnenenen.. 432,297 434,145 432,321 431,119 430,862 426,718 429.124 430.492
22 Total deposits . .......... ... ... ... ..l 25,498 21,051 24,009 20,080 28,624 25,268 40,087 23,646
23 Depository InSttutions. . .. .. ... 19,732 15932 16,865 14.668 22,984 19.592 23.219 18,132
24 US. Treasury—General account. . .. .. 5253 4.645 6,562 4942 5,153 5.174 16,368 5,014
25 Foreign—Otticial accounts . e e 172 170 265 163 170 177 178 175
26 Other . . ........ ...... FE 340 303 317 308 316 325 321 325
27 Deferred credit items. . ... ... ... e 7,011 6,518 6,586 5,751 5,549 3,962 1.808 4,611
28 Other liabilities and accrued dividends®. ... ... ........... 4.779 4,691 4,663 4.575 4.929 5,187 5,029 4919
29 Total liabilities . . ........ .. ........ ... . ... ... ... 469,585 466,405 467,580 461,525 469,963 461,135 476,048 463,667
CAPITAL ACCOUNTS
30 Capital paid in. ... e 5,055 5,063 5,074 5,079 5,087 4,828 5.050 5,087
31 Surplus. .. ......... . .. 4,496 4,496 4,496 4,496 4,496 4,496 4496 4317
32 Other capital accounts. . ... ... o i 642 852 934 988 1,028 1,527 943 462
33 Total liabilities and capital accounts. ..... .. ........... 479,778 476,815 478,084 472,088 480,574 471,985 486.536 473,534
MEMO
34 Marketable U.S. Treasury securities held in custody for
foreign and international accounts ................... 630,606 628,414 627,882 629,980 631,119 643,549 632,925 634,814
Federal Reserve note statement
35 Federal Reserve notes outstanding (issued to Banks) .. ... ... 541,847 541,136 540,855 540,94} 541,296 536,348 542,199 541,783
36  LESS: Held by Federal Reserve Banks . 109,550 107,010 108,534 109,821 110,434 109,630 113.075 111,291
37  Federal Reserve notes, net ........................... 432.297 434,145 432,321 431,119 430,862 426,718 429,124 430,492
Collateral held against notes, net
38 Gold certificate account . . ... 0 ceeal .. 11,050 11.050 11,049 11,050 11,051 11,051 11.050 11,051
39 Special drawing nights certificate acc . .. 9,200 9.200 9.200 9,200 9,200 9,200 9.200 9.200
40 Other eligible assets ....... ... 0 0 0 0 0 0 0 0
41 US. Treasury and agency securitie 412,047 413,896 412,072 410.869 410,611 406,468 408,874 410,241
42 Total collateral ... ..................... ... ........ 432,297 434,145 432,321 431,119 430,862 426,718 429,124 430,492
1. Some of the data in this table also appear in the Board’s H.4.1 (503) weekly statistical 3. Valued monthly at market exchange rates.
release. For ordering address, see inside front cover. 4. Includes special investment account at the Federal Reserve Bank of Chicago in Treasury
2. Includes securities loaned—fully guaranteed by U.S. Treasury securities pledged with bills maturing within ninety days.
Federal Reserve Banks—and includes compensation that adjusts for the effects of infation on 5. Includes exchange-translation account reflecung the monthly revaluation at market
the principal of inflation-indexed securities. Excludes securities sold and scheduled to be exchange rates of foreign exchange commitments.

bought back under matched sale-purchase transactions.
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1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holding

Millions of dollars

‘Wednesday End of month
Type of holding and maturity 1997 1997

July 2 July 9 July 16 July 23 July 30 May 30 June 30 July 31

I Totalloams ........... . ............ ... ........ 1,438 398 3 366 1,677 571 1,894 412

2 Within fifteen days'....... . .. 1.191 180 209 310 1,610 466 1,726 193

3. Sixteen days to ninety days.............. ... 248 218 123 56 3 105 169 218

4 Total US. Treasury securities®. ........... .......... 414.821 413,570 416,573 411,527 417,919 412,577 426,370 414,165

5 Within fifteen days', P 12,768 17.059 16.827 15,482 16,820 8,778 23,839 2419

6 Sixteen days to ninety days 95,093 89.047 87,937 94,167 92,691 100,730 94,494 88,758

7 Ninety-one days to one year. . 128,617 129,122 131,778 124,847 131,377 127,057 129,694 139,787

8 One year to five years....... 95,315 95315 94,034 94,004 94,004 94,392 95,315 93,174

9 Five years to ten years ... ... .- 39017 39,016 39,016 39,016 39,016 38,516 39,016 39,016

10 More than len years ........ ....ooveeeian covannns 44,011 44,011 44,011 44,011 44,011 43,105 44,011 44,011
11 Total federal agency obligations ......... . ......... 2.961 2,706 1,709 1,399 2,184 3,797 2,613 2,130
12 Within fifteen da\ysI ............................. 1,752 1497 500 354 1.154 2,301 1,392 922
13 Sixteen days to ninety days 269 329 349 200 185 434 281 185
14 Ninety-one days to one year. ... 210 150 145 130 130 315 210 130
15 One year to five years. ... .. . 416 416 401 401 401 416 416 401
16 Five years to ten years ... .... e 290 290 290 290 290 307 290 290
17 More than ten vears. .. ........ ..o o . oaaul. 25 25 25 25 25 25 25 25

1. Holdings under repurchase agreements are classified as maturing within fifieen days in
accordance with maximum maturity of the agreements.

2. Includes compensation that adjusts for the effects of inflation on the principal of
inflation-indexed securities.

1.20 AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE'

Billions of dollars, averages of daily figures

1996 1997
1993 1994 1995 1996
liem Dec Dec Dec Dec.
Dec Jan. Feb. Mar. Apr. May June' July
ally adj
ADIUSTED FOR . Seasonally adjusted
CHANGES IN RESERVE REQUIREMENTS*
| Total reserves’ ... . ... e 60.55 59.40 56.39 50.06 50.06 49.52 49.01 48.31 47.43 47.05 47.11 46.89
2 Nonborrowed reserves® ... ... e 6046 59.20 56.13 4991 4991 49.47 48.97 48.16 47.17 46.81 46.74 4648
3 Nonborrowed reserves plus extended credit® . . 60.46 59.20 56.13 4991 49.91 4947 48.97 48.16 47.17 46.81 46.74 46.48
4 Required reserves 59.48 58.24 55.11 4864 | 4864 | 4829 | 4798 | 47.15 4642 | 4581 45.83 45.68
5 Monetary bage® 386.88 | 41848 | 434.52 | 452.67 | 452.67 | 454.14 | 456.28 | 457.62 | 458.24 | 459.61 | 461.42 | 464.25
Not seasonally adjusted
6 Total reserves’ . ... ...... AN 62.37 61.13 58.02 51.52 51.52 50.67 48.12 | 47.69 48.09 | 4626 | 4693 46.76
7 Nonborrowed reserves..... ..........., 62.29 60.92 57.76 51.37 51.37 50.62 48.08 47.53 47.83 46.02 46.56 46.35
8 Nonborrowed reserves plus extended credit® 62.29 60.92 57.76 51.37 51.37 50.62 48.08 47.53 47.83 46.02 46.56 | 46.35
9 Required reseryes®. ............ ... ... 61.31 59.96 56.74 50.10 | 50.10 | 4944 | 47.09 | 4653 47.08 | 4502 45.65 45.56
10 Monetary base” ... L Lo 390.59 | 422.51 | 439.03 | 456.72 | 456.72 | 455.55 | 452.56 | 455.26 | 458.17 | 43830 | 461.82 | 465.59
NOT ADIUSTED FOR
CHANGES IN RESERVE REQUIREMENTS'?
11 Total reserves’' ... ........ ... o 62.86 | 61.34 | 5790 | 5124 | 5124 | 5064 | 4804 [ 4754 | 4788 | 4600 4661 | 4638
12 Nonborrowed reserves 62.78 61.13 57.64 51.09 51.09 50.60 48.00 47.39 47.62 45.75 46.24 4597
13 Nonborrowed reserves plus extencued credit”. . 62.78 61.13 57.64 51.09 51.09 50.60 48.00 47.39 47.62 45.75 46.24 4597
14 Required reserves ........ . .......... . 61.80 60.17 56.62 49.82 49.82 49.42 47.01 46.38 46.87 44.76 4533 45.18
15 Monetary base'>_. 397.62 | 427.25 | 44445 | 46349 | 463.49 | 462.71 | 459.64 | 462.22 | 465.06 | 465.23 | 468.80 | 472.62
16 Excess reserves'’ 1.06 117 1.28 P42 142 1.22 1.03 116 1.01 1.24 1.28 1.20
|7 Borrowings from the Federal Reserve .08 21 .26 .16 16 {05 .04 .16 26 24 37 4t

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

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

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

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

5. Extended credit consists of horrowing at the discount window under the terms and
conditions established for the extended credit program to help depository institutions deal
with sustained liquidity pressures. Because there is not the same need to repay such
borrowing promptly as with traditional short-term adjustment credit, the money market effect
of extended credit 1s similar to that of nonborrowed reserves.

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

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

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

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

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

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

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

13. Unadjusted total reserves (hine t1) less unadjusted required reserves (e 14).
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1.21 MONEY STOCK. LIQUID ASSETS. AND DEBT MEASURES'
Billions of dollars. averages of daily figures
1997
Hem 1993 1994 1995 1996
o Dec. Dev Dev. Dee.
Apr. May June July
Seasonally adjusted
Measures”
1 1.129.8 1.150.7 1,129.0 1.081.0 10651 10627 10632 1,062.3
2 3.486.6 3.502.1 38343 3,905.0 3.,904.7 39108 39344
3 4.254.4 4,327 3" 4.933.0° 5.067.5 5.075.8" 5.100.8" 5.147.5
4 5.167.8 5.308.4' 6.098.7" 6,254.97 6.270.9" 6.304.2 n.a.
5 12.508.7 13.150.9 13.80(1.*)' 14.614.0' 14,857.8° 14.905.9' 149378 na
M vompunents
6 Currency . ... ......... e e 3222 3544 3726 3952 403.7 406.1 3077 410.3
7 Travelers xhuk\. . 79 835 8.9 8.6 83 8.2 8.0 82
8 Demand deposits’ 385.2 3841 391.1 402.4 3954 395.6 397.3 396.4
9 Otier checkable deposits 4145 4038 3560.5 274.8 257.7 2528 250.1° 2474
Nontrapsaction ('rrm[)unelux
10 TIn M2’ . o B R . 23568 23514 25260 27533 28399 28420 2.850.6 2.872.1
11 In M3 onl\ ..................... e 7678 8253 937.5 1,098.7 1.162.5 11710 1.181.0' 1.2132
Commerciul banks
2 Savings deposits. including MMDAs . ... ... .o L 785.2 7524 776.0 903.9 947.9 945.4 949.9 957.3
13 Small time deposits G e 468.3 5032 576.0 592.0 598.9 602.0 607.8 614.2
14 Large time deposits' e e 2719 298 4 3447 4123 439.7 4414 450.8' 468.5
Thrift msnrutions
15 Savings deposits, InLludll]L MMDAs ... .. ... 434.0 397.2 3611 367.1 373.1 375.5 375.5 3750
1€ Small time deposits’ . - 314.3 314.3 3577 3537 350.8 351.8 350.6 346.7
17 Large time deposits ™ ... oo 61.5 64.7 75.1 79.2 82.5 824 §3.2 84.7
Money market nmtml/_/umh
18 Retaif . . .. 3549 384 3 455.2 530.6 569.2 567.2 5729 5789
19 Insttution-only. . ...o ool iiiiies e 209.3 198.5 2409 2993 36 RIVEY RIE.N) 324.1
Repurchase agreements and Eurodollars
20 ReputhAxL lgreemcnls1 ......................... 158.6 182.9 182.1 19400 2021 202.7" 200.6' 207.6
21 Eurodolars'” . ..o 664 80.8' 88.7" 113.9' 126.5' 133.0¢ 12747 1282
Debt components
22 Federal debt ... RTINS 34922 36388 3.780.4 1.800.8 37943 R na.
23 Nonfederad debt. . .o o0 oo 0.658.7 10.228.0° 10.833.6 o5y 111160 1 I I"\i 7 na
Not seasonally adjusted
Measures”
11537 1.152.8 1.103.0 LO71.6 1.050.8 1.062.5 10639
3.506.6 3.675.3 3.852.8 392200 3.887.2 3.917.3' 3.939.2
4.274.8 4.612.0 4.950.00 5.075.1 5.057.6" 509707 51453
........ 5.197.7 5.729.5 6,128.1" 6.206.7" 62474 6,288.7 n.a.
......... 12,510.7 13.867.3" 14.612.1" 14,820.9° 14,8576 14.890.6 L.
M1 COMPOnents
29 Lurru)(‘y e S s 248 3875 376.2 397.9 403.4 406.1 4084 4
30 Teavelers checks™ . ..o i 76 81 x5 8.3 8.2 8.2 82 87
31 Demand dkpuxlls\ o A . L 4015 400.3 407.3 418.8 396.4 387.3 390.3 398.1
32 Other chechable deOSI S e 419.4 408.6 360.8 278.0 263.6' 250.2 249.5' 2456
N”H[’(Hl((l( fron (UHII)()”(’IU\ )
BIM L 2.352.9 2.348.1 2,522.6 2.749.8 2,850.4 28354 2,854.8" 2.875.4
34 In M3 on]y ...... 768.2 824.9° 936.6" 1,097.2' 1.153.1" 1.170.4 L179.7 1,206.1
Commercial bunks
35 Savings deposits, |m.ludln<Y MMDA«. ... L 784.3 751.7 775.3 9029 949.4 943.7 9527 MW7
36 Small time dcmﬂﬂ*m- R - 4668 501.5 573.8 589.8 600.6 603.2 o082 6148
37 Large time deposits 272.0 298.9 3457 4137 4357 443.6 451,17 466.0
Thrift instuutions
38 Savings deposits, xmludlng MMDAs oo 4334 396.8 360.8 366.7 373.7 3748 376.6 376.3
39 Small ume deposits’ ERRRE . e 3133 332 356.3 3524 3518 as 3508 471
a0 Large ime deposis' . 0 L e 61.5 6.8 754 79.5 818 82.8 83.3 84.2
Money market mutual funds
41 Retail ... o 55.0 385.0 456.3 538.1 574.8 561.1 566.5 576.5
42 Institution-only ... .0 L 210.6 199.8 248.2 300.5 309.2 307.0 3131 321.0
Repurchase agreements and Lurodallars
43 Repurchase ggreements ™ PR R 156.6 179.6 178.0 188.8' 200.8" 2083 203.8° 208.3
44 Eurodoflars’™ . ... .. e e 67.6 81.8" 89.4 114.7 125.6' 131.8 126.5" 126.5
Debt components
45 Federal debt .. 329 3.499.0 36459 3,787.9 3.810.3 3.781.3 3.766.2 n.a.
46 Nonfederal deht 9.181.2 9.653.3 10.221.4° 10.824.2' 11,010.6" 11.076.3" 111245 n.a.

Footnotes appear on following page
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NOTES TO TABLE 1.21

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

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

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

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

M3: M2 plus (1) large-denomination time deposits (in amounts of $100.000 or more)
1ssued by all depository institutions, (2) balances in institutional money funds (money funds
with minimum initial investments of $50,000 or more), (3) RP liabilities (overnight and term)
issued by all depository institutions, and (4) Eurodollars (overnight and term) held by U.S.
residents at foreign branches of U.S. banks worldwide and at all banking offices in the United
Kingdom and Canada. Excludes amounts held by depository institutions, the U.S. govern-
ment, money market funds, and foreign banks and official institutions. Seasonally adjusted
M3 is caleulated by summing large time deposits, institutional money fund balances, RP
liabilities, and Eurodollars, each seasonally adjusted separately. and adding this result to
seasonally adjusted M2.

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

these assets. Seasonally adj 1 L is computed by ing U.S savings bonds, short-term
Treasury securities, commercial paper, and bankers acceptances, each seasonally adjusted
separately, and then adding thus result to M3,

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

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

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

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

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

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

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

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

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

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

12. Includes both overnight and term.
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1.22 DEPOSIT INTEREST RATES AND AMOUNTS OUTSTANDING Commercial and BIF-insured saving banks'

1996 1997
Item 1995 1996
Dec. Dec.
Nov. Dec. Jan. Feb. Mar. Apr. May June July
Interest rates (annual effective yields)
INSURED COMMERCIAL BANKS
1 Negotiable order of withdrawal accounts® 1.91 n.a. 1.98 n.a. na. n.a. na. na. n.a. n.a. na.
2 Savings deposi!sz" e e 3.10 n.a 285 na. na. na. na. na. na. na. n.a.
Interest-bearing time deposits with balances of
less than $100,000, by maturity
3 7t09] days  ...... 4.10 4.03 4.08 4.03 4.03 4.05 4.02 4.01 4.07 4.09 4.08
4 92 1o 182 days 4.68 4.6} 4.60 4.03 4.63 4.62 4.67 472 477 479" 4.76
5 183 daysto ] year . . . 5.02 5.00 4.99 5.00 5.01 5.02 5.08 5.13 5.15 5.16 5.15
6 More than | year to 215 yearq - oo 5.17 5.2 5.23 5.22 5.25 527 5.36 5.46 5.45 5.44 5.41
7 More than 2V2 years ... ... 5.40 5.46 548 5.46 5.49 5.51 5.60 5.69 5.68 5.69 5.63
BIF-INSURED SAVINGS BANKS'
8 Negotiable order, r%t withdrawal accounts? 1.91 n.a. 1.92 n.a. na. na. n.a. n.a. n.a. n.a. n.a.
9 Savings depmus e e e 2.98 n.a. 2.82 n.a. na. na. n.a. na. na. na. n.a.
Interest-bearing nme depusits with halances ot
less than $100.000, by maturity
100 7t09 days ...l o 443 4.66 4.67 4.66 4.75 4.73 4.80 4.83 4.81 4.82 4.87
11 920 182 days ...... e .. 4.95 5.02 5.03 502 5.05 5.04 5.06 5.13 5.15 5.13° 5.13
12 183 days to § year . . 5.18 5.28 5.29 5.28 5.31 531 537 5.43 5.45 5.47 5.44
13 More than 1 yearto 2V years ............... 533 5.53 5.56 5.53 5.58 5.59 5.69 5.75 577 572 5.74
14 More than 2Va years ............ ... 5.46 572 5.76 5.72 5.77 5.78 5.84 591 591 5.90" 5.89
Amounts outstanding (millions of dollars)
INSURED COMMERCIAL BANKS
15 Negotiable order, gf withdrawal accounts? . .. . .. 248,417 na 167,503 n.a. na. na. na, na. na. na. n.a.
16 Saungs deposm .| 776,466 n.a. 896.820 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
17 Personal 615,113 n.a 713.672 na. na. n.a. n.a. na. n.a. n.a. n.a.
18  Nonpersonal 161,353 na 183,148 n.a, n.a. na. n.a na n.a. na. na.
Interest-bearing time deposits with balances of
less than $100,000, h) maturity
19 7 1o 91 days 32,170 32,931 32,044 32931 32,799 32,796 34,853 34,485 32,561 31,464° 30,115
20 92 1o 182 days 93941 92,304 92,503 92,301 94,955 95,235 93,804 92,432 91.234 91512 90,765
21 183 days to ] year .. . .| 183,834 201,349 201,281 201,449 201,491 202,329 203,336 207,006 209,296 | 211.961° | 211,772
22 More than | yearto 22 years ............... 208,601 213,198 214,405 213,198 213,875 212,970 214,066 226,159 220,795 | 228,783" | 231,833
22 Morethan 2V2years .. . ....... ... - | 199,002 199.906 198,539 199.906 198,077 197,958 200,282 199,147 198,694 197.903" | 195665
24 IRA and Kcogh plan deposits . ...... ..., .. 150,067 151.275 151,389 151,275 150.442 150,356 151,93] 151,105 151.192 152.639" | 152,137
BIF-INSURED SAVINGS BANKS®
25 Negotiable order nf withdrawal accounts” . . . 11918 n.a. 9,710 n.a. na. 0.8, n.a. n.a. na. n.a. na
26 Savings deposits™ ... ... ... 68,643 na. 68,102 na. na. na. na. n.a. na. n.a. na.
27  Personal ...... o 65,366 n.a. 64,369 n.a. na. n.a. n.a. na. n.a. n.a. na.
28  Nonpersonal 3,277 na 3,733 na. na. na. na. na. na. n.a. na.
Interest-bearing time deposits with balances of
less than $100,000, by maturitv
29 709l days. ........ 2,001 2,428 2.405 2,428 2,542 2,535 2,656 2,698 2,738 2,684 2,596
30 9210 182days ...... . ... 12,140 13.013 13.074 13,013 13,112 13,099 13,377 13,463 13,731 13,747 13.629
31 183 days to | year .. e 25,686 28.792 29.329 28,792 29,503 29510 30.002 30.076 29,661 29.804" 29.850
32 More than | year to 2'2 years ... 27,482 29.095 28.573 29,095 29,163 29,699 31,028 31,616 31,664 32,126 32,730
33 More than 2Va years ... ... - 22,866 22,254 21.823 22,254 21,828 21,877 21,731 21,640 21,391 21,472 21,171
34 IRA and Keogh plan accounts. .. ... .... .. 21,408 21,365 20,627 21.365 20,405 20,423 20,860 20,860 20,683 20,595 20,557
1. BIF, Bank Insurance Fund. Data 1n this table also appear in the Board’s H.6 (508) 2. Owing to statistical difficulties associated in part with the implementation of sweep
Special Supplementary Table monthly statistical release. For ordering address, see inside accounts, estimates for NOW and savings accounts are not available beginning December
front cover. Estimates are based on data collected by the Federal Reserve System from a 1996.
stratified random sample of about 425 commercial banks and 75 savings banks on the Jast day 3. Includes personal and nonpersonal money market deposits.
of each month. Data are not ~easonally adjusted and include TRA and Keogh deposits and 4. Includes both mutual and federal savings banks,

foreign currency-denominated deposits. Data exclude retail repurchase agreements and depos-
its held 1n U.S. branches and agencies of foreign banks.
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1.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities'
A. All commercial banks

Billions of dollars

Monthly averages Wednesday figures
Account 1996 1997" 1997
July Jan. Feb. Mar. Apr. May June July July 9 July 16 July 23 July 30

Seasonally adjusted

Assels
I Bankcredit....................... 3,685.6 3.803.8 3,8404 3,860.1 3.9009 3.909.2 39324 3,963.0 39463 39586 3,962.1 3.984.7
2 Securities in bank credit . . . . 984.7 1,004.4 1,020.1 10142 10340 1,015.7 10125 1,032.5 1,026.1 1,029.6 10313 1044.0
3 U.S. government securities . . .. . . 708.2 7064 703.6 7083 7236 7233 7264 7272 7335 724.3 721.7 7217
4 Other securities ............... 276.5 2980 316.5 3059 3104 2924 286.1 305.3 292.5 305.3 3007 3163
5 Loans and leases in bapk credit? .| 27009 2,7994 28203 28459 2,8669 2,893.5 29200 2,930.5 29202 29290 29307 2.940.6
6 Commercial and industrial . ... 7447 7854 7937 7980 805.2 8110 8179 8221 819.9 8227 821.2 8239
7 Realestate .................. 1.104.8 1,347 1.140.3 1,1539 1,166.9 11777 1,187.1 1.191.6 1,185.9 1.190.2 1.192.6 1.1940
8 Revolving home equity . . 80.1 857 865 879 89.7 9209 924 933 930 932 934 93.6
9 Other .............. S| 10247 1,049.0 10538 1,066.0 10772 1,086.8 10948 1,098.3 1099 1097.0 1.099.1 1,1004
10 Consumer . . . 511.8 5215 5205 518.1 5162 519.1 5217 5214 5209 5211 5219 5220
11 Security®. . ........ 719 824 839 88.2 89.7 86.1 940 95.3 91.3 949 94.1 1008
12 Other loans and lease 2617 275.5 2820 2877 2889 296.6 299.3 300.1 298.2 300.2 301.0 3000
13 Interbank loans ........ 1977 1989 204.7 2200 2160 2186 191.7 186.1 179.2 193.6 189.0 182.8
14 Cash assets? ... .. 2205 2322 2334 2399 2464 2440 2483 2448 2378 24838 2442 2485
15 Otherassets® ................ ... 2477 256.2 263.0 2728 2773 27117 2827 2778 27135 279.1 2719 27717
16 Total assets® .................... 4294.0 4,435.0 4,487.4 4,536.6 4,584.0 4,593.0 4,5982 4,614.4 4,5833 46228 4,616.0 4,636.5
Liabilities
17 Deposits . . .......... ...l 2,743.0 28719 28926 2916.1 29497 29373 29718 29924 29833 3,000.7 2990.7 29920
18  Transaction. . ... .. 7439 715.1 705.1 699.8 7019 690.1 694.5 6887 673.7 694.8 691.6 696.1
19 Nontransaction ...... S 1,999 2,156.8 2,187.6 22163 22478 22472 22773 2.303.6 2,309.7 23059 229.1 22959
20 Large time . ....... .. 4473 526.7 5423 548.5 5678 563.2 580.5 599.7 599.3 597.2 599.2 64.0
21 Other . .. 1,551.8° 1,630.1 1,6452 1,667.8 1.679.9 1.684.0 1,696.7 1,7039 1,710.5 1,708.7 1,699.9 1,691.9
22 Borrowings ......... 701.1 7242 7352 7479 763.7 766.9 7376 7365 7285 7313 7354 749.0
23 From banks in the US. 287.1 300.6 304.9 3130 3132 302.8 2712 2665 2640 270.8 2600 269.5
24 Fromothers ............. 4140 4236 4303 434.8 4506 464.0 466.4 4700 464.6 460.5 4754 479.5
25 Net due to related foreign offices. . 2574 2223 2177 209.1 2115 2337 2294 2153 2205 2254 209.1 2076
26 Other liabilities .. ................. 2199 2685 286.2 2776 2703 262.5 2632 27713 2701 2721 2799 289.8
27 Total liabilities .. ......... RN 39215 4,086.9 4,131.7 4,150.7 4.1952 4,200.3 42019 42215 4,202.5 42294 42150 4,238.5
28 Residual (assets less liabilities)?. ... .. 3726 3481 3557 3859 31888 3927 396.2 3929 380.8 3934 4010 398.0

Not seasonally adjusted

Assets
29 Bank credit ... ...l L 3,682.8 3.802.5 38332 3,850.5 39004 39139 3,936.1 3958.7 39458 39522 39515 39804
30 Secunities in bank credit .. 983.3 9958 10167 10169 10364 1.024.8 10189 10297 1.024.5 1023.6 1,026.0 10439
31 U.S. government securities . .. .. 7058 700.4 7023 7129 7263 7258 7262 723.1 7268 7193 7182 726.2
32 Other securities . ....... .. 2715 2954 3144 304.0 3102 2990 2928 3067 2977 3044 3079 3177
33 Loans and leases in bank credi¢® 2,699.5" 2.806.7 28165 28337 238639 2.889.1 29172 29289 2921.3 29285 29255 29365
34 Commercial and industrial ... ... 745.8" 783.1 7933 800.6 8125 817.8 8214 8234 8233 8239 8217 8226
35 Realestate ............... .| 1048 11367 1,137.2 1,147.9 Li624 1, 1733 11855 1.191.7 1,190.6 1.1909 1.191.8 11935
36 Revolving home equity . . ... .. 80.1 85.7 86.1 87.1 889 924 933 93.0 93.3 934 93.7
37 Other ..............ooco .. 10247 1,051.0 1051.1 1,060.8 10735 1 082 6 1093.1 10984 1.097.6 10976 1.098.4 10998
38 Consumer . e 509.7 5272 5212 5135 5137 517.0 5188 519.0 5169 518.3 520.1 5212
39 Security’. ... 765 81.6 850 87.8 90.2 89.5 93.6 938 894 93.6 924 9.6
40 Other loans and lease! R 262.6 278.1 2798 2838 285.1 2914 208.00 301.1 3011 3018 2995 2996
41 Interbank loans .. ..... e 1952 2087 209.1 2164 2144 2142 189.2 1838 1817 L 1818 1793
42 Cash assets® ... .. .. 2173 2425 2345 2308 2417 2418 249 2411 240.3 2450 2289 2360
43 Other assets® 2494 256.8 2649 2682 2750 280.0 228 2798 2809 291 276.1 2819
44 Total assets® . .............. . | 42875 4454.7 44858 45098 4,5749 4,5932 4,59.0 4,606.4 45917 4,610.4 45813 4,630.6

Liabilities
45 Deposits .. ... ... 27345 28758 2,877.6 2,904.8 2,947.1 29286 29670 2983.7 2.991.3 2,990.0 29588 29825
46 Transaction. ....... .. 7370 7265 698.1 687.6 705.1 680.2 688.8 682.5 6812 636.2 664.2 689.8
47  Nontransaction .| 19974 2,149.2 21795 22173 2,2420 22484 22782 2,301.2 2,310.1 2303.8 2,294.6 22926
48 Large time . ... - 4442 5254 5419 548.6 563.5 568.1 580.3 5954 590.7 5925 5972 3.0
49 Other ........ ... ol 15532 16238 1637.6 1,668.6 1,6785 1,680.4 1,697.9 1.7059 17194 17113 1,697.3 1.689.7
50 Borrowings . ........ R 7147 7186 7197 7284 7647 7767 756.7 749.8 7409 7473 747.1 759.0
51 From banks in the U.S. P 29.1 2948 2931 3013 3119 3109 284.0 2744 2724 2792 2664 2764
52  Fromothers ............ .. . . 418.6 4238 4266 427.1 4527 4658 4727 4753 468.5 468.1 480.8 482.6
53 Net due to related foreign offices .. .. 2520 2327 2286 2183 2101 236.7 2200 2115 2087 2171 2129 210.7
54 Other liabilities .............. B 2188 2658 288.1 2758 270.6 266.1 2055 2756 2069 270.5 2768 2899
55 Total liabilities . .................. 39200 4,092.8 4,114.1 41273 4,192.5 42080 4,209.1 4,220.6 42078 42249 4,195.6 42420
56 Residual (assets less liabilities)’ .. . ... 367.5 3619 3717 3824 3824 3852 3869 3858 383.9 385.5 3857 288.6

MEMO
57 Revaluation gains on off-balance-sheet

ems® ... L na. 887 1018 904 90.1 814 76.7 878 783 825 86.5 9.7
58 Revaluation losses on off-balance-
sheet items® ............... ... na. 850 9.5 869 88.0 857 814 924 80.8 86.4 K4 96.3

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

Billions of dollars

Monthly averages

Wednesday figures

Account 1996 1997 1997
July Jan Feb. Mar. Apr. May June July July 9 July 16 July 23 July 30
Seasonally adjusted
Assets
| Bankcredit ..................... 3.216.7 3,288.1 3,309.8 33348 3,367.2 3,369.3 3,389.8 3.417.1 34020 34154 3,422.1 3,429.2
2 Securities in bank credit . . . 833.8 8344 8432 841.3 855.9 840.1 835.0 847.5 840.6 847.0 849.9 853.8
3 U.S. government securities .. . ... 628.0 624.6 618.2 624.7 635.7 633.4 634.1 633.6 635.0 632.7 633.7 632.2
4 Other securities .. .......... . 205.8 209.8 2250 216.6 2202 206.8 201.0 2140 205.6 2143 216.2 221.6
5 Loans and leases in bank credi? ... .| 12,3829 24537 2,466.6 24935 25113 2.529.1 2,554, 2,569.5 2,561.4 2,568.4 25723 2,5753
6 Commercial and industrial . . 550.7 571.0 576.5 581.9 588.6 591.3 597.3 601.6 5992 601.9 602.1 602.6
7 Realestate ........ ..... 1,071.8 1,102.8 1,108.2 1.122.3 1.135.5 1,147.1 1,157.5 1,163.1 1,161.1 1,161.8 1,164.2 1.165.4
8 Revolving home eqully 80.1 85.7 86.5 87.9 89.7 90.9 924 93.3 93.0 93.2 934 93.6
9 Other . 991.8 10172 1,021.8 1,034.4 1,045.8 1,056.2 1,065.1 1,069.8 1,068.1 1,068.6 1,.070.8 1.071.8
10 Consumer. . .... . ...... 511.8 521.5 520.5 518.1 516.2 519.1 521.7 521.4 520.9 521.1 521.9 5220
11 Security?. .. ... ... 459 443 44.1 484 46.5 45.6 48.0 50.5 498 50.6 489 52.5
12 Other loans and leases. 202.7 214.1 2172 2227 2245 226.0 2302 233.1 2305 2330 2352 2328
13 Interbank loans ........ 178.2 176.2 183.8 197.3 197.0 198.0 171.8 166.5 160.7 174.0 168.8 162.9
14 Cash assets* 1922 2011 200.5 207.6 2137 210.0 212.6 210.8 204.4 215.0 2105 2142
15 Other assets® 209.8 218.2 2239 231.8 2382 238.8 2415 2347 2337 234.4 236.2 235.1
16 Total assets® .................... 3,739.7 3.827.7 3,862.2 3.915.5 3.959.8 3,959.8 3,958.9 39721 3,943.8 3,981.8 3,980.7 3,984.5
Liabilities
17 Deposits .. ... 2,563.8 2,646.2 2.654.7 2,673.4 2,691.8 2,685.1 27134 2,721.1 2,710.7 2,7323 2,720.3 27179
18 Transaction...... . . .. 7333 704.8 695.4 689.3 691.1 678.8 683.4 677.5 662.4 684.1 680.3 684.7
19 Nontransaction ................ 1,830.5 1,941.4 1,959.3 1.984.1 2,000.7 2,006.3 2,030.1 2,043.6 2.048.4 2,048.2 2,040.1 2,033.2
20 Largetime ................... 281.1" 3135 318.1 319.9 3234 3249 3359 3424 340.5 3421 3427 3442
21 Other ... 1,549.4 1,627.9 1,641.3 1.664.2 1,677.3 1,681.4 1,694.2 1,701.3 1,707.8 1,706.2 1,697.3 1,689.0
22 Borrowings ........ 571.5 5939 592.0 607.9 623.7 623.1 596.1 598.8 592.3 5933 604.0 606.0
23 From banks in the U.S. 256.5 2726 271.0 2783 2804 269.7 240.1 2359 2359 238.2 2319 236.7
24 From others 3209 3213 3210 3296 3433 3534 356.0 3629 356.4 355.1 372.1 369.3
25 Net due to related foreign offices . . . .. 79.3 72.0 782 68.0 77.1 85.1 80.7 85.3 83.5 924 83.0 86.1
26 Other liabilities . .................. 1512 178.6 186.4 1837 178.3 173.1 173.0 180.7 1773 176.7 183.0 186.9
27 Total liabilities ................... 3,371.8 3,490.7 3,511.3 3,533.0 3,570.9 3,566.5 3,563.3 3,585.8 3,563.8 3,594.6 3,590.3 3,596.9
28 Residual (assets less babibties)’ ..., .. 3679 3370 3509 3825 3889 3934 395.6 386.3 380.0 387.3 3904 3876
Not seasonally adjusted
Assets
29 Bankcredit ........... ... .. ... 32125 32895 3,302.1 33254 3,366.6 33713 33931 34123 3403.2 3.409.5 3,410.2 3423.0
30  Securities in bank credit .. 8323 829.6 838.8 8433 857.9 8443 840.8 846.0 842.7 843.7 845.0 851.8
31 uUs. government securities 626.7 617.6 615.1 626.3 638.9 635.3 635.2 632.2 633.6 631.2 631.5 631.7
32 Other securities .. ... . 205.6 212.0 223.7 217.0 2190 209.0 205.7 2138 209.1 212.4 213.5 220.1
33 Loans and leases in bank cmdlt- 2,380.2 2,459.9 24632 24821 2,508.7 2,527.0 25522 2.566.4 2,560.5 2,565.8 2,565.2 25712
34 Commercial and industrial . . 550.7 568.8 576.2 584.9 5952 597.8 600.0 601.7 601.2 601.9 601.1 601.1
35 Realestate .............. 1,072.0 1,104.8 1,105.1 1,116.4 1,131.4 1,182.9 1,155.9 1,163.2 1,161.8 1,162.6 1,163.4 1,165.2
36 Revolving home equity . 80.1 85.7 86.1 87.1 889 90.6 92.4 933 93.0 933 93.4 93.7
37 Other .............. 991.9 1,019.2 1.019.1 1,029.3 1,042.5 1,052.3 1,063.6 1,069.9 1,068.8 1,069.3 1,070.0 1,071.5
338 Consumer . 509.7 5272 521.2 5135 513.7 517.0 518.8 519.0 516.9 5183 520.1 521.2
39 Secunity? ....... 44.5 43.5 452 48.1 470 46.0 47.6 48.9 479 49.3 473 513
40 Other loans and leas: 2032 215.6 215.5 219.2 2213 2232 229.8 2335 2327 2337 2333 2324
4] Interbank loans 175.8 186.1 188.2 193.7 1954 193.6 169.3 164.2 163.2 171.5 161.6 159.5
42 Cash assets* 188.8 2111 202.4 199.0 209.8 207.8 208.5 207.0 206.8 211.3 195.2 2115
43 Other assets’ 212.2 219.6 223.0 2278 2373 240.1 2417 237.6 2385 2354 235.1 239.6
44 Total assets® . ... . ........ 37323 3,850.5 3,859.9 3,890.0 3,952.9 3,956.3 3,955.7 3,964.4 3,955.0 3,970.9 3,945.4 39767
Liabilities
45 Deposits ... ...l 2,557.2 2,649.9 2,642.8 2,662.3 2,695.6 2,675.9 2.708.2 2,7154 2,725.7 2,724.4 2,689.6 2,708.9
46  Transaction. . . .. 726.4 716.2 688.2 6773 694.8 669.4 677.8 671.2 670.1 675.3 653.0 678.5
47  Nontransaction 1.830.8 1,933.8 1.954.7 1,985.0 2,000.9 2,006.5 2,030.5 2,044.2 2,055.6 2,049.2 2,036.6 20304
48 Large time . . . 279.9 312.1 3209 3199 3249 3287 335.2 341.0 338.8 340.4 341.8 3435
49 Other 1,550.8" 1,621.6 1,633.7 1.665.1 1,676.0 1,677.8 1,695.3 1,703.3 1,716.9 1,708.8 1,694.8 1,686.8
50 Borrowings .. 583.5 591.5 583.1 594.3 622.1 633.0 610.2 603.0 594.9 598.8 607.4 608.9
51 From banks in the U.S. .. 264.2 265.8 261.5 268.2 2789 278.2 251.2 2422 2414 244.7 238.9 241.9
52 Fromothers ................... 3193 325.6 3216 326.1 3432 354.8 359.0 360.8 3535 354.1 368.6 367.0
53 Net due to related foreign offices . . . 771 736 799 725 78.8 92.3 79.6 826 76.3 88.0 832 87.6
54 Other liabilities .......... ........ 151.7 1767 185.8 182.0 178.8 174.1 174.4 181.2 177.2 177.7 183.0 187.6
55 Total liabilities .. ................. 3,369.4 3,491.8 3,491.7 3,511.1 3,575.4 3,5754 3,572.3 3,582.2 3,574.0 3,589.0 3,563.2 3,592.9
56 Residual (assets less liabilitiesy? . ... .. 362.9 358.7 368.2 378.8 3715 380.9 3834 382.1 381.0 381.9 3822 383.8
MEMO
57 Revaluation gains on off-balance-sheet
ltcms ..................... n.a. 475 55.9 49.0 49.5 42.0 385 443 41.2 42.8 45.5 48.3
n.a. 440 509 432 44.6 434 40.2 457 41.3 43,9 46.9 51.1
na. 2449 244.1 246.2 249.5 249.6 249.0 250.2 252.2 251.6 251.4 251.4

Footnotes appear on p. A21.
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1.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities' —Continued
C. Large domestically chartered commercial banks
Billions of dollars
Monthly averages Wednesday figures
Account 1996 1997" 1997
July' Jan. Feb. Mar. Apr. May June July July 9 July 16 July 23 July 30
Seasonally adjusted
Asvers
] Bank credit. ... ... 1,925 1921 19400 19703 1.962.3 19739 1.993.6 1.984.2 1.994.0 1.996.4 1.999.8
2 Securtties i bank credu 4338 4327 3430 484 4319 4281 HOY9 4351 4410 24 6.0
3 U.S. government securities 3073 3032 2978 A4 3082 3096 308.8 34 3084 308.2 306.5
+4 Trading account. . ........... 209 17.3 16.2 203 194 234 249 254 257 25.1 228
5 [nvestment account . 286.3 2860 2816 291.1 2838 2864 2839 286.0 2827 283.1 2837
6 Other securities . . . . 1266 1294 1452 137.0 1237 1185 1321 1237 2 134.2 139.5
7 Trading account. . . .. 58.1 4.6 799 719 58.3 517 64.1 S7.1 5 66.3 69.8
8 Investment account ..., ...... 68.5 49 65.3 65.1 654 66.8 68.0 66.6 079 69.7
9 State and local government. . 2006 205 211 20.8 20 217 221 222 A 221 222
10 Other 479 43 44.1 443 H3 45.1 459 444 453 45.8 475
(1 Loans and lea: 1.458.7 1.438.5 14970 1.521.9 15304 1,545.8 1.552.7 1.549.1 15530 1.554.0 1533.8
12 Commercial and industrial . . 3852 3982 402.1 4117 4128 4172 4193 4178 4197 4198 4194
13 Bankers acceptances . .. .. L6 19 1.6 1.6 16 1.6 1.6 L5 L5 15 1.5
14 Other ....... 3836 3963 400.5 410.1 4112 415.6 4178 4163 418.1 4182 4179
15 Real estate . . . .. 5944 5994 600.1 9.3 6158 620.7 6199 62016 619.5 6198 6195
16 Revolving home 57.1 59.2 59.6 61.0 619 63.2 63.9 63.7 639 64.0 64.2
17 Other .. 5373 5402 5404 5483 5539 5575 556.0 556.9 5556 555.8 5553
1% Consumer. 2052 299.7 3014 2985 2999 300.2 300.6 300.5 3010 2009 3004
19 Sceurity? 415 8 394 419 £ 433 457 45.8 44 178
20 Federat funds sold to and
repurchase agreements
with broker—dealers . . 25.8 239 240 271 238 233 265 286 283 284 270 298
M Other 15.7 159 153 165 18.1 17.6 169 17.1 16.7 17.5 166 i8.0
22 State and Jocal government. 11.8 1.7 16 115 1.2 141 11.2 1.2 112 112 118 11
23 Agnicultural ..., . . 9.1 8.7 87 87 8.7 84 38 8.7 87 86 87 57
24 Federal funds sold to and
repurchase agreements
with others 56 6.1 53 62 73 37 63 73 73 7.1 77 6.8
25 All other foans. . .... ...... 632 61.2 62.7 649 641 618 66.4) 65.7 641 66.0 67.1 65.1
26 Lease-financing recervables . 527 638 65.8 674 69.1 705 722 743 738 741 46 749
27 Interhank loans ... ... 1389 1293 1338 143.3 1489 149.6 121.5 1152 109.7 1223 1176 112.3
28 Federal funds sold to and
repurchase agreements with
commerctal banks ... L 93.1 814 83.9 9.0 96.8 934 69.8 69.5 63.9 772 724 66.6
29 Other . 45.8 479 49.9 51.3 52.4 56.3 517 457 458 452 452 45.7
30 Cash as 1349 139.0 1355 1404 1452 1430 1428 141.8 1382 1440 141.2 1448
31 Other assets’ 1634 169.8 1733 1744 179.6 1814 179.3 172.7 1730 1719 174.0 1722
32 Total assets® .................... 22915 23227 23462 23737 24073 23998 2.380.8 2.386.6 2,368.1 23955 23926 23925
Livhilities
33 Deposils oL 1414.1 1476 14454 £465.7 : §.469.8 14629 14599 1.470.6 14604 14574
3 Trans; S 4294 2.9 3927 385.7 3751 3783 3716 364.2 3759 3722 3746
35 Nontransaction 084.7 10448 1.052.7 1.080.0 10801 10914 1.091.3 1.095.7 10947 1.08%.2 1.082.8
0 Large tme . .. 1424 159.7 1628 1678 1679 176.1 180.7 179.2 180.2 181.0 182.0
37 Other Lo 8424 8831 $90.0 9122 9122 9153 9107 916.5 9145 907.2 9x).7
AR Borrowigs . . 436.0 +40.0 4294 466.2 466.8 438.6 438.4 4345 4344 4420 4423
39 From banks i the US. ... 177.3 1881 187.4 1954 1842 160.4 160.4 1613 tald 1855 160.2
40 Fromothers ... ... 2587 2519 2520 2708 2826 2782 2781 2732 2700 2865 2821
41 Net due to related foreign offices. .. . 736 680 742 727 809 769 80.5 782 §7.5 784 812
42 Other lwbilives ... 126.0 154.4 161.5 1523 464 1458 1542 1509 1504 1563 160.2
43 Total liabilities ... ............... 24498 2,110.0 2,120.5 2,1279 2,156.8 21494 21311 2,136.0 21235 2,1429 2,137.6 2,141.2
44 Residual (assets less liabilities)” . ... .. 2417 2127 2257 2458 2504 250.5 249.7 250.6 244.6 2526 2550 2513

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

Monthly averages Wednesday figures
Account 1996 1997" 1997
July" Jan. Feb. Mar. Apr. May June July July 9 July 16 July 23 July 30
Not seasonally adjusted
Assels
45 Bank credit ... .. ... ... ... 1,887.8 19244 1.937.7 1,947.2 1,969.3 1,964.5 19763 1,988.5 1,984.2 1,986.8 19845 19944
46  Securities in bank credit . 4331 4294 440.3 438.1 4470 4343 43211 440.1 4373 4380 4384 4458
47 U.S. government secul e 3067 2975 296.2 3026 311.5 308.6 308.8 3082 3100 3074 3069 3079
48 Trading account. . . .. . 200 164 164 194 205 19.6 216 23.8 234 244 23.8 232
49 Investment account 286.7 2812 279.8 2833 2909 289.0 2872 2844 286.6 283.0 2830 284.7
50 Mortgage-backed securities. ? 181.1 181.9 183.7 1863 186.1 186.4 187.7 1884 1879 1872 1872
51 Other .................. 99.6 974 99.0 104.2 1024 100.3 96.2 98.1 95.1 959 975
52 One year or less. .... .. na. 275 26.2 265 289 274 273 257 254 253 252 271
53 Between one and five years 583 56.1 56.2 57.3 56.5 543 505 336 50.5 499 48.8
54 More than five years . ... 138 150 16.3 179 18.5 187 200 19.2 193 208 216
55 Other securities ............ - 1264 1319 144.1 1355 1355 1257 1233 1319 127.3 130.6 1315 1379
56 Trading account. ... .. .. - 587 6.5 788 698 707 605 569 64.8 616 64.0 647 69.1
57 Investment account 67.7 654 654 63.7 648 63.1 664 67.1 65.7 66.6 669 68.8
58 State and local government .. 202 206 211 208 209 212 218 217 216 216 218 219
59 Other .................. 474 448 4.2 449 43.8 439 44.6 454 440 450 45.1 469
60  Loans and leases in bank credit” . 1,454.7 1,495.0 14974 1.509.0 15224 1.530.2 15442 1,5484 1,547.0 1.5489 1,546.0 1.548.5
61 Commercial and industrial ... . 3852 396.0 402.1 408.6 4170 4179 4187 4194 419.1 41935 419.1 4187
62 Bankers acceptances ..... .. 15 19 16 16 15 15 16 15 15 15 15 15
63 Other ........... . . . .. 383.7 3942 4005 4070 4155 4164 417.1 4179 4176 4180 4176 4172
64 Real estate ... ... ceee 594.1 6018 599.5 603.1 6079 613.2 619.3 619.6 621.1 6196 618.6 6189
65 Revolving home equm ------ 57.1 593 594 599 60.6 61.8 63.2 639 63.7 639 64.0 642
66 Other .............. .. - n.a. 2311 3284 3303 3366 3404 3432 343.1 3454 3444 3436 3434
67 Commercial IR na 209.1 2094 2107 2085 208.7 2105 2103 2121 2113 211.0 2112
68 Consumer ..... - 2934 304.3 3012 2972 296.5 2982 299.1 2984 2977 2984 208.8 299.0
69 Security?. . ... .- 40.2 389 404 432 424 415 430 443 431 447 428 46.9
70 Federal funds sold to and
repurchase agreements
with broker—dealers . . . . . 25.1 229 243 26.8 248 24.1 260 219 270 282 273 29.2
71 Other ................ - 15.1 160 6.1 164 176 174 170 165 16.1 16.5 155 17.7
72 State and local government 11.8 15 s 115 1.2 1.1 1.2 112 3 112 11.2 12
73 Agricultural ..ol L 93 86 84 85 86 89 89 89 89 89 90 90
74 Federal funds sold to and
repurchase agreements
with others............. 58 62 6.1 6.2 70 58 6.5 75 74 75 78 70
75 All other loans........ . ... 626 629 617 630 628 632 65.5 65.1 643 654 649 638
76 Lease-financing reccivables . ... 524 648 664 678 689 704 720 738 735 737 739 742
77 Interbank loans ................. 139.1 137.9 136.1 139.8 1469 148.6 121.8 1155 1108 1226 1156 113.1
78  Federal funds sold to and
repurchase agreements
with commercial banks . .. ... 925 86.4 859 90.0 969 943 71.2 689 644 762 689 66.5
79 Other .................... .. 46.6 51.5 502 497 500 543 50.6 46.1 464 464 467 46.6
80 Cash assetst . . e e 1320 146.8 1382 134.1 142.7 141.0 140.1 1384 1383 1418 1294 142.7
81 Other assets’ 165.8 170.1 171.0 1714 1797 183.1 181.5 1756 1764 1746 1749 1756
82 Total assets® .................. 2,286.7 23429 2.346.7 2,355.9 2,402.0 2,400.7 2,383.0 2,3814 23731 2,3892 2,367.6 23893
Liabilities
83 Deposits............... . 1,411.0 14539 14434 14472 14673 1,448.6 1,466.5 1460.6 1,469.3 14682 1,441.1 1453.8
84  Transaction. . ... . 4248 410.5 389.3 3781 389.1 369.1 3743 367.5 366.8 370.7 3539 3722
85 Nontransaction 986.2 1,0434 1.054.0 1,069.1 1.078.2 1,079.5 1,092.1 1,093.1 11025 1,097.5 1.087.2 1,081.6
86 Large time . .. 1420 159.6 164.9 162.6 1683 1709 1759 180.1 1785 1797 180.6 182.0
87 Other .. 8442 883.7 889.1 906.5 9099 908.6 916.2 9130 9239 917.8 906.6 8997
88 Borrowings . o 4425 4359 4318 4449 467.2 4728 449.0 4427 4364 4404 4454 446.5
89  From banks in the U.S. . .. 183.5 181.6 1797 187.6 1948 190.3 168.5 165.0 165.3 168.3 160.2 164.4
90  From nonbanks in the US .. 259.0 2543 2521 2573 2724 2825 280.5 2776 2711 2721 2852 282.1
91 Net due to related foreign offices .. . . 714 69.7 760 68.6 744 88.1 75.8 718 710 832 786 828
92 Other liabilities . .......... . .... 1263 1523 160.5 1554 1525 147.7 1476 1545 150.8 1511 156.4 160.6
93 Total habilities . ............ . .. 2,051.2 2,111.6 21116 2.116.1 2,161.3 2,1572 2,1389 2,135.6 2,1275 21429 2,1215 2,143.8
94 Residual (assets less liabilities)”. . . . . 235.6 2313 235.1 2398 240.7 2436 244.1 2458 2456 2463 246.1 2455
MEMO
95 Revaluation gains on off-balance-
sheet items® 415 559 490 495 420 385 443 412 428 455 483
96 Revaluation loss
sheet items® .. ..., 440 509 432 46 434 402 457 413 39 469 511
97 Mortgage-backed securities S 2027 203 203.2 206.1 205.7 203.9 204.0 204.5 204.0 203.6 203.5
98 Pass-through securities ........ . na. 1383 1386 1399 1423 1429 1420 1423 1426 1426 1424 1414
99  CMOs, REMICs, and other
mortgage-backed securities . . . 64.4 637 63.4 638 628 619 617 619 614 612 62.1
100 Net unrealized gains (losses) on
available-for-sale securities'” .. 27 27 27 1.8 2.1 26 3] 3.1 32 3.1 32
101 Offshore credit to U.S. residents'' . 288 309 321 029 333 336 334 337 330 340 338 338

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

Billions of dollars

Monthly averages Wednesday figures
Account 1996 1997" 1997
July" Jan. Feb. Mar. Apr. May June July July 9 July 16 July 23 Tuly 30

Seasonally adjusted

Assels
I Bank credit............... . . 1,320.9 13724 13753 1,388.2 1,395.6 1404.7 14122 14188 1413.1 14167 1421.0 14247
2 Secunties in bank credit . . . . . 400.7 402.2 400.6 404 3 406.8 4073 405.8 4054 4043 404.7 406.2 406.5
3 U.S. government securities ... ... 3215 3218 3208 3231 3236 3243 3235 3237 3226 3233 3245 3247
4 Other securities .. ...... A 792 804 799 81.3 83.1 330 822 81.6 81.6 814 817 818
5 Loans and leases in bank credit? . . . . .. 929.2 9703 974.7 9839 988.8 9974 1,006.5 10134 1,008.8 10120 101438 10182
6 Commercial and industrial ...... 166.2 1735 1752 176.6 1775 179.1 1804 1825 181.6 1825 1825 1834
7 Realestate . .............. .. 479.8 5058 5105 5186 5240 5286 5338 539.3 5366 5384 540.5 5422
8 Revolving home equity . .. 230 265 269 276 28.1 284 28.5 287 28.6 28.7 287 288
9 Other .............. .. 456.8 4792 4836 4911 4959 5002 505.2 5106 508.0 509.8 SIL7 5134
10 Consumer. . .. 2177 2230 2203 2192 2182 2197 215 2205 220.1 2198 2207 2213
1l Security?. .. ... .. 4.6 4.7 49 5.1 4.8 4.8 49 49 49 50 50 49
12 Other loans and leas: . 60.8 632 63.7 643 643 65.2 659 66.1 65.7 66.2 66.2 66.4
13 Interbank loans ........ .. 43.1 505 336 576 52.1 522 532 54.1 536 548 54.0 534
14 Cash assets® ...... .. 579 62.8 65.6 67.7 68.8 673 700 69.2 664 712 69.5 69.6
15 Other assets® ..............c.oou.. 480 50.0 521 589 599 587 63.3 63.1 61.9 63.5 632 640
16 Total assets® .................... 14595 15162 15271 1,553.0 1,556.7 1,563.1 1,578.7 1,584.9 15749 1,586.0 15873 1,591.3
Liubilities
17 Deposits .. ...t 1,156.5 1.205.6 1.216.3 1,227.1 12279 1,230.9 12443 12577 12504 1.261.1 12593 1.259.9
18 Transaction. ... .. .. 3057 3037 304.3 305.2 3058 3038 305.2 3059 2983 3083 3080 3102
19 Nontransaction . 850.7 9019 9119 9219 922.1 927.1 939.1 951.7 952.2 9529 9512 97
20 Large time . ..... RN 139.0 154.2 155.7 156.8 1857 1571 1596 161.5 161.1 161.6 161.6 1619
21 Other . BN 717 77 756.3 7652 7664 7700 7795 7902 791.1 791.3 789.7 7878
22 Borrowings . PP 142.9 1555 1542 1364 158.4 1570 157.6 160.3 1577 1588 1620 163.7
23 From bunks in [he US Lo 792 845 836 84.3 847 85.1 790 749 739 74.1 757 5.8
24 Fromothers ............. 63.7 710 70.6 721 737 720 785 855 838 84.7 862 879
25 Net due to related foreign offi . 57 40 40 39 44 42 38 4.8 53 49 46 48
26 Other habilities ................ ... 252 243 250 264 26.1 268 273 26.5 26.5 264 263 268
27 Total liabilities . .................. 1,330.3 1,3894 1,3995 14138 1,416.7 14190 14329 14493 1,4399 14512 14521 1455.1
28 Residual (assets less liabilities)?. ... .. 129.3 1268 1276 1392 1400 144.1 1458 1356 1350 134.8 1352 1362

Not seasonally adjusted

Assets
29 Bank credit ............ ... 13304 1,370.5 1.369.8 1,383.7 13959 1,404.5 1413.1 14192 14142 14179 1421.0 14240
30 Securities in bank credit . .. 3999 400.7 399.0 405.7 4102 409.1 407.5 404.6 404.2 4044 4053 4047
31 U.S. government securities 3207 3206 3194 3242 3268 3258 3254 3229 3226 3229 3236 3227
32 Other securities ... ...... 79.2 802 79.6 815 834 832 82.1 81.7 815 815 81.7 819
33 Loans and leases in bank credit?. ... . 9304 969.8 970.8 978.1 985.7 995.4 1.005.6 1.014.6 1,010.1 1,013.5 10157 1.0194
34 Commercial and industrial .. .. .. 166.3 1736 1749 177.1 1787 180.5 1816 1825 1824 1827 1822 1827
35 Realestate  ........... . . R 480.2 5054 507.9 515.6 5213 5271 5336 5397 536.8 539 5409 5426
36 Revolving home equny ,,,,,,, 231 265 267 273 279 283 285 287 286 287 287 289
37 Other . . L 457.2 4789 4812 488.3 4934 498.8 505.1 5110 508.1 5104 5122 513.7
38 Consumer .. . 2475 2240 2211 2174 2178 2192 2197 2203 2189 219.6 210 2219
39 Security®. . ... 45 438 S50 5.1 48 46 47 4.8 5.0 48 4.6 47
40 Other loans and lease: .. 620 62.1 61.8 62.8 63.1 64.0 659 67.2 67.0 673 609 675
4| Interbank loans ........ 40.5 517 556 57.6 525 4838 504 5L5 550 520 4838 49.]
42 Cash assets* ... .. 575 649 649 65.5 674 67.1 68.6 68.8 68.6 69.7 66.3 69.0
43 Other assets’ .................... 479 510 535 580 589 582 613 63.1 633 619 613 64.9
44 Total assets® .. ................... 14569 15187 15243 1,5453 1,555.1 15587 15733 1,582.3 1.581.0 1.5814 1,577.4 1.586.8
Liabilities
45 Deposits .. ..o 1.153.0 1,203.1 1.206.4 1.222.1 1,230.1 12284 12423 12543 12559 12557 1.247.8 12544
46  Transaction. .. ... .. 3034 3074 3005 3009 300.0 3005 303.5 3038 303.3 304.6 299.1 3063
47 Nontransaction 849.6 8957 906.0 9213 924.1 9279 938.8 950.6 952.6 951.1 948.8 948.1
48 Large time 1383 152.9 156.4 157.7 156.8 157.9 159.1 160.7 160.0 160.5 161.0 1614
49 Other ..... 7113 742.8 749.6 763.6 7673 7700 7797 789.9 792.6 790.6 787.7 786.7
50 Borrowings ......... 1424 1572 1529 151.0 155.8 161.0 161.3 160.3 1585 1584 1620 162.3
51 From banks in the U. 80.7 84.3 818 80.6 83.8 875 82.0 764 754 757 779 76.7
52 Fromothers .............. . 61.8 729 712 704 720 735 79.2 839 83.1 827 8.1 85.6
53 Net due to related foreign offices . . . . 57 40 40 39 44 42 38 48 53 49 4.6 48
54 Other labilities . ............. R 254 245 254 267 263 265 268 267 264 267 267 270
55 Total liabilities . ........ . . . . .| 13266 1.388.8 13888 14038 14167 1420.1 14342 1.446.2 1446.1 14457 14412 14485
56 Residual (assets less liabilities)’ . ... 1304 1299 1355 1415 138.3 1386 139.2 136.1 1349 1357 136.0 138.2
MEMO
57 Mortgage-backed secunities® . ... ... .. na. 422 418 429 434 439 45.1 46.2 46.1 46.0 46.2 46.3

Footnotes appear on p. A21.
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1.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities' —Continued
E. Foreign-related institutions

Billions of dollars

Munthly averages Wednesday figures
Account 1996 1997 1997
July Jan. Feb. Mar. Apr. May June' July July 9 July 16 July 23 July 30
Seasonally adjusted
Assels
I Bank eredit. ... L . 4689 5157 5305 5253 533.5° 539.8" 5432 550.0 5482 5473 5440 5595
2 Sccurities in bank credit ... . ... 150.9 170.4" 176.9" 1729 1779 175.5" 1780 189.0 189.5 186.7 185.6 1943
3 U.S. government sccurities .. ... 80.1 81.8 854 83.6 87.8 89.9 923 93.6 98.5 91.5 88.0 954
4 Other sceurities .. ......... 70.8 88.3" 915 89.3" 90.1" 85.5° 837 954 91.0 95.2 97.7 9.8
5 Loans and leases in bank credit® 3180 345, 3536 3524 3556 364.3 365.2 360.9 3588 360.5 3584 3652
6 Commercial and industrial . . 194.0 2144 217.1 216.1 2166 2197 2205 2205 2207 2207 219.1 2212
7 Realestate . ............... . 329 318 320 315 34 306 296 285 288 284 283 286
8 Security’ 320 38.1 398 397 432 435 46.0 49 415 H3 452 483
9 Other loan: 590 613 647 6.1 4.5 705 69.1 67.1 67.8 67.1 65.8 67.1
10 Interbank loans  ........ 194 27 209 227 189 206 199 19.6 185 19.5 202 19.8
11 Cash assets? 283 311 329 324 327 340 357 34.0 333 338 337 34.3
12 Other assets® 378 380 41.1' 4100 39.0" 3R8 313 439 4.6 456 426 434
13 Total assets® ............... 5544 6073 625.2° 621.1" 624.0" 633.0° 6399 647.2 644.4 6459 6402 656.8
Liabilities
14 Deposits . ..o eii 179.3 2257 2380 2427 3577 2520 2582 2711 2726 2683 2702 2740
15 Transaction B 106 i0.3 9.7 104 10.8 1.2 (1.1 113 14 108 113 114
16  Nontransaction ..... . . ...... 168.7 2054 82 2322 2469 240.8 247.0 2599 2612 2575 2589 2625
17 Large ime ... . ... ... 166.2 2132 2243 2287 245 2384 2446 2574 2587 255.1 2564 260.1
18 Other - 24 22 4.0 36 25 24 24 24 25 24 24 25
19 Borrowings  ........... 123.6 130.3 143" 140.0 135.8' 143.6' 141.3 137.5 136.1 1379 1312 1428
20 From banks n the US. ... 305 279" 339 348" 328 332 3.2 306 281 326 28.1 328
21 Fromothers ... ......... 93.1 102.4° 109.3' 1052 107.1' 110.5' 1102 107.0 108.0 105.2 103.1 1100
22 Net due w© related foreign offic 178.1 150.3 1394 141.1 134.6 148.7 1488 130.2 137.1 1332 1263 121.7
23 Other liabilities ... ... ... ..... 68.7 89.9' 99.8' 94.0' 2.0 89.3° 91.0 101.9 98.1 100.6 102.2 108.1
24 Total liabilities .. ............. ... 549.7 596.2" 6204" 617.6" 624.1" 633.7" 6393 640.8 643.9 640.0 6299 646.6
25 Residual (assets less liabilities)? . ... .. 47 Lt 48 35" =0.l -0.7 0.6 64 05 6.0 104 0.2
Not seasonally adjusted
Assels
26 Banh credit ..., ... L. 4703 51307 525.1° 5336 5424 5436 550.5 546.7 546.8 5455 561.6
27  Securities in bank credit .. 151.0° 166.2" 1735 178.4 1804' 1787 188.0 186.0 184.1 185.2 196.3
28 U.S. government securities .. ... 9.1 828 86.6 87.3 90.5 91.0 909 92 880 86.7 9%4.5
29 Trading account . ... . . . na. 170 200 186 18.8 188 182 19.5 16.1 14.8 219
30 Investment account ... ...... na. 65.8 66.6 68.7 716 722 727 738 719 71.8 726
31 Other securities . . . .. 719 834" 87.0' 9Lt 89.9° 87.7 97.1 927 96.1 98.5 101.8
32 Trading account . . na. S87 604 61 t° 59.7 58.9 65.2 61.2 64.2 66.5 68.8
33 fnvestinent accoum . .. ... na uy 266 299 302 288 319 315 319 320 330
33 Loans and leases in bank credit” 3192 3308 3516 3552 3620 3649 3625 360.7 3627 360.3 365.3
35 Commercial and industrial 195.0 2143 2157 2173 2200 2213 2217 220 2220 2206 2215
36 Realestate .......... . 328 318 315 309 303 95 284 287 283 283 283
37 Security®. ... ..., 320 38.1 397 432 435 Jo.0 449 415 443 45.2 483
38 Other loans and lea; 594 62.6 64.6 63.8 68.3 68.2 67.5 684 682 66.1 67.1
39 Interbank loans .. .... 194 227 22.7 189 20.6 19.9 19.6 185 195 202 19.8
40 Cash assetst . ... .. 285 315 318 31.8 340 364 34.1 335 338 337 345
41 Other assets® .. ... ..., 372 373 404' T 399 41.2 43.1 433 445 418 3.2
42 Total assets® ... ... 5553 604.2" 619.8" 621.8° 636.7 641.0 647.0 6417 644 640.9 658.8
Liabilines
43 Deposits .~ oL 1772 2258 2348 2425 2513 2525 258.6 263.1 265.5 2654 2600 2135
44 Transaction. ... .. 10.6 104 29 102 10.4 10.7 111 1.3 111 1.0 1.3 113
45 Nontransaction 166.7 2155 2249 232.3 2410 241.8 2475 256.8 2543 2545 2578 262.1
46 Large time .......... 1643 2132 2210 2287 2386 2394 2451 2544 2519 2521 2554 259.7
47 Other .. 24 22 39 35 24 24 24 24 24 24 24 24
48 Borrowings . 131.3 127.1' 136.6' 134.1 142.3' 1434 1463 146.6 1459 148.2 139.5 149.9
49 From banks in lhg U, ..... 320 29.0' 37 332" 3.0 27 329 323 310 344 275 344
50 Fromothers ............ 99.3 98.2 105.0° 100.9" 1003 Ho.7 135 114.3 114.8 113.8 1120 11585
51 Net due to related foreign offices . 1749 1591 148.6 1458 1315 1445 140.6 1290 1326 1292 1299 1232
52 Other tabilities ... ... . 672 89.1" 3 938" 918" 920" 92.0 99.6 948 979 989 107.5
53 Total hiabilities . .. ..... ... ..... 550.6 601.17 622.4" 616.2" 616.9" 632.5" 637.5 643.3 638.8 640.9 6373 654.1
54 Residual (assets less Habilities)” ... .. 4.7 ar 35 3.6 48 42 35 37 29 36 35 47
MEMO
55 Revaluation gains on ofi-balance-sheet
items .. na. 411" 459" 414 40.5 394° 38.2 435 40.5 432 445 459
56 Revalvauon losses on off-balance-
sheet items® .. ... e na. 4100 476 437 434 23 41.2 46.7 436 46.6 475 49.2

Footnotes appear on p. A21.
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NOTES TO TABLE 1.26

NOTE. Tables 1.26, 1.27. and 1.28 have been revised to reflect changes in the Board’s H.8
statistical release, “Assets and Liabilities of Commercial Banks in the United States.” Table
1.27. “Assets and Liabilities of Large Weekly Reporting Commercial Banks.” and table 1.28,
“Large Weekly Reporting U.S. Branches and Agencies of Foreign Banks,” are no longer
being published in the Bulletin. Instead. abbreviated balance sheets for both large and small
domestically chartered banks have been included in table 1.26, parts C and D. Data are both
merger-adjusted and break-adjusted. In addition, data from large weekly reporting U.S.
branches and agencies of foreign banks have been replaced by balance sheet estimates of all
foreign-related institutions and are included in table 1.26, part E. These data are break-
adjusted.

The not-seasonally-adjusted data for all tables now contain additional balance sheet items,
which were available as of October 2. 1996.

1. Covers the following types of institutions in the fifty states and the District of
Columbia: domestically chartered commercial banks that submit a weekly report of condition
(large domestic); other domestically chartered commercial banks (small domestic): branches
and agencies of foreign banks, and Edge Act and agreement corporations (foreign-related
institutions). Excludes International Banking Facilities. Data are Wednesday values or pro
rata averages of Wednesday values. Large domestic banks constitute a universe; data for
small domestic banks and foreign-related institutions are estimates based on weckly samples
and on quarter-end condition reports. Data are adjusted for breaks caused by reclassifications
of assets and liabilities.

The data for large and small domestic banks presented on pp. AI7-19 are adjusted to
remove the estimated effects of mergers between these two groups. The adjustment for
mergers changes past levels to make them comparable with current levels. Estimated
quantities of balance sheet items acquired in mergers are removed from past data for the bank

group that contained the acquired bank and put into past data for the group containing the
acquiring bank. Balance sheet data for acquired banks are obtained from Call Reports, and a
ratio procedure is used to adjust past levels.

2. Excludes federal funds sold to, reverse RPs with, and loans made to commercial banks
in the United States. all of which are included in “Interbank loans.”

3. Consists of reverse RPs with brokers and dealers and loans to purchase and carry
securities.

4. Includes vault cash, cash items in process of collection, balances due from depository
institutions, and balances due from Federal Reserve Banks.

5. Excludes the due-from position with related foreign offices, which is included in “Net
due to related foreign offices.”

6. Excludes unearned income, reserves for losses on loans and leases, and reserves for
transfer risk. Loans are reported gross of these items.

7. This balancing item is not intended as a measure of equity capital for use in capital
adequacy analysis. On a seasonally adjusted basis this item reflects any differences in the
seasonal patterns estimated for total assets and total liabilities.

8. Fair value of derivative contracts (interest rate, foreign exchange rate, other commeodity and
equity contracts) in a gain/loss position, as determined under FASB Interpretation No. 39.

9. Includes mortgage-backed securities issued by US. government agencies, U.S.
government-sponsored enterprises, and private entities.

10. Difference between fair value and historical cost for securities classified as available-
for-sale under FASB Statement No. 115. Data are reported net of tax effects. Data shown are
restated to include an estimate of these tax effects.

11. Mainly commercial and industrial loans but also includes an unknown amount of credit
extended to other than nonfinancial busincsses.



A22

.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING

Millions of dollars, end of period

Domestic Financial Statistics [1 October 1997

Year ending December 1997
{tem
1592 1993 1994 1995 1996 4
Dec. e, Dec. Dec. Dec Feb. Mar, Apr. May June July
Commercial paper (seasonally adjusted unless noted otherwise)
CANGESSURTS .. .. oo 545,619 555,075 595382 674,904 775,371 813,168 836,979 838,366 855,178 864,758 889,494
Financial companies' N
2 Dealer-placed paper”, total . .. ... 226,456 218,947 223.038 275,815 361,147 387,164 402,291 404,727 413,776 414,475 440,262
3 Durectly placed paper. total . 171.605 180,389 207,701 210,829 229.662 239,509 246.215 248,920 252,856 256.165 253,971
+ Nontinancial companies®. ... ... ... 147.558 155.739 164,643 188,260 184,563 186,495 188,473 184.719 188,546 194,119 195,260
Bankers dollar acceptances (not scasonally adjusted)®
STotal.............. ... 38,194 32,348 29,835 29,242 25.754 [ 3 [
By holder
6 Accepting banks .......... . L 10,555 12,421 11,783
7 Ownbills................ . .. 9,097 10,707 10,462
8  Bills bought from other banks .......... 1.458 1,714 1,321
Federal Reserve Banks®
9 Foreign correspondents . ... ............ 1,276 725 410 n.a. n.a. na. n.a. na. n.a. n.a. na.
10 Others. ... .o 26,364 19.202 17.642
By basis
I'1 Imports into United States . ............. 12,209 10,217 10.062
12 Exports from United States. . .. 8096 7,293 6,355
I3 Allother...................... 17.890 14.838 13,417 y A Y ¥

I Institutions engaged primanly in commercal, saving:
personal. and mortgage financing. factoring, finance le.
insurance underwnting: and other ipvestment actvities

2. Includes all financial-company paper sold by dealers in the open market.

3 Asreported by financial companies that place therr paper directly with investors.

and mortgage banking: sales,

4. Includes public utilities and firms engaged primanly m such activities as communica-
fions, construction, manufacturing, mining, wholesale and retail trade, transportation, and

services.

and other business lending;

5 Data on bankers dollar acceptances are gathered from approximately 100 institutions.
The reporung group 1s revised every January. Beginning January 1995, data for Bankers
dollar acceptances are reported annually 1n September

6. In 1977 the Federal Reserve discontinued operations in bankers dollar acceptances for
HE own account.

1.33 PRIME RATE CHARGED BY BANKS Short-Term Business Loans'

Percent per year

- . Average . Average Average

Date of change Rate Period raleé Period rateg Period rateg

1994—Mar. 6.25 1994 . 7.15 1995—Jan. .. 8.50 8.50

Apr 6.75 1995 8.83 Feb. 9.00 8.25

May 735 1996 . 8.27 Mar . 9.00 8.25

Aug. 775 Apr. . 9.00 8.25

Nov 8.50 1994—Jan. 6.00 May 9.00 8.25

Feh. 6.00 June . 9.00 8.25

1995—Feb 900 Mar. 6.06 July 8.80 8.25

July 8.75 Apr. 6.45 Aug . 8.75 8.25

Dec. 8.50 May 6.99 Sept. 8.75 8.25

June 7.25 Oct 8.75 8.25

1996—Feb. 8.25 July 7.25 Nov 8.75 8.25

1997 —Mar. 8.50 Aug. 751 Dec. .. 8.65 8.25
Sept. 7.5

Oct. . 7.75 1997—IJan. 8.25

Nov. 8.15 Feb. 8.25

Dec. 8.50 Mar, 8.30

Apr. 8.50

May 8.50

June 8.50

July 8.50

Aug. 8.50

| The prime rate is one of several base rates that banks use to price short-term business
loans The table shows the datc on which a new ratc came to be the predominant one quoted
by a majorty of the twenty-hve fargest banks by asset size, based on the most recent Call

Report. Data in this table also appear in the Board's H.15 (519) weekly and G.13 (415)
monthly statistical releases. For ordering address. see inside front cover.
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1.35 INTEREST RATES Money and Capital Markets
Percent per year: figures are averages of business day data unless otherwise noted
1997 1997, week ending
Item 1994 1995 1996
Apr. May June July June 27 July 4 July i1 July 18 | July 25
MONEY MARKET INSTRUMENTS
| Federal funds'?? ... .. e 421 5.83 5.30 551 5.50 5.56 552 542 5.82 548 5.44 543
2 Discount window borrowing™® ........... 3.60 5.21 5.02 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Commercial paper’ P50
3 I-month 4.43 593 543 5.61 5.61 5.60 5.56 561 562 5.56 5.55 554
4 3-month 4.66 593 5.41 5.71 5.69 5.65 557 5.63 5.63 5.58 5.56 5.55
S 6-month 493 593 542 579 578 5.69 5.60 5.65 5.66 562 5.60 5.57
Finance paper, directly placed3‘5'7
6 l-month 4,33 5.81 5.31 5.51 553 5.53 5.49 5.54 5.54 5.48 549 5.48
7 3month . ... 4.53 578 5.29 5.61 5.61 5.57 5.50 5.55 5.55 5.51 5.50 549
8  6-month . 4.56 5.68 5.21 5.60 5.66 5.57 5.50 5.53 5.52 5.50 551 S48
Bankers arreplancess‘s'x
9 3wmonth ...l 4.56 5.81 5.3 5.62 5.62 559 5.53 5.58 558 5.54 5.53 5.51
10 6month ... ... ... ... ... 4.83 5.80 5.3t 571 57 5.63 5.54 5.61 561 5.55 5.55 5.52
Certificates of deposit, secondary marker™®
11 1-month 4.38 5.87 535 5.57 558 557 5.54 5.58 5.58 5.54 554 5.33
12 3-month 4.63 5.92 5.39 5.71 5.70 5.66 5.60 5.66 5.66 5.61 5.59 5.59
13 6-month 4.96 5.98 5.47 5.90 5.87 5.78 570 5.76 5.78 5.71 5.71 5.68
14 Burodollar deposits, 3-month®'® ... ... .. 4.63 5.93 5.38 5.70 5.69 5.66 5.61 5.63 5.65 5.63 5.62 5.59
US. Treasury bills,
Secondary market S
IS 3-month 4.25 549 5.01 5.16 5.05 493 5.05 4.99 5.04 499 5035 5.08
{6 6-month 4.64 556 5.08 5.37 5.30 5.13 5.12 5.08 5.09 5.09 S.2 §.15
17 d-year..... s 5.02 5.60 522 5.64 5.54 5.38 5.24 5.35 5.32 5.24 5.24 525
Auction average’ L
18 3-month 4.29 551 5.02 517 5.13 4.92 5.07 4.94 5.12 4.97 5.05 5.1
19 6-month .. . 4.66 5.59 5.09 538 S3s sS4 512 5.05 5.14 507 509 57
200 teyear.... ... 5.02 5.69 523 5.66 5.64 5.38 526 535 na n.a. n.a. 5.26
U.S. TREASURY NOTES AND BONDS
Constant maturities'?
21 -year 5.32 594 5.52 599 5.87 5.69 5.54 5.65 5.63 5.54 5.56 554
22 2-year 5.94 6.15 5.84 6.45 6.28 6.09 5.89 6.04 6.01 5.91 5.90 5.89
23 3-year 6.27 6.25 5.99 6.61 6.42 6.24 6.00 6.20 6.17 6.03 6.02 597
24 S5-year 6.69 6.38 6.18 6.76 6.57 6.38 6.12 6.33 6.31 6.15 6.14 6.09
25 T-year . 6.91 6.50 6.34 6.86 6.66 6.46 6.20 642 6.40 6.24 622 6.16
26 10-year . 7.09 6.57 6.44 6.89 6.71 6.49 6.22 6.45 6.42 6.26 6.23 6.18
27 20-year .. 7.49 6.95 6.83 7.20 7.02 6.84 6.56 6.80 6.78 6.61 6.357 6.52
28 30-year 737 6.88 6.71 7.09 6.94 6.77 6.51 6.73 6.72 6.56 6.52 6.46
Composite
29 More than 10 years (long-term) ............ 741 6.93 6.80 7.18 7.00 6.82 6.55 6.78 6.76 6.60 6.55 6.50
STATE AND LOCAL NOTES AND BONDS
Moody's series 1
30 Aaa a7 5.80 5.52 5.66 5.48 5.33 533 5.24 529 5.24 n.a.
31 Baa ; 6.17 6.10 579 5.85 5.67 §5.53 553 543 548 5.41 na
32 Bond Buver series'™ 6.18 595 5.76 5.88 570 553 5.35 5.53 5.53 5.3% 5.28
CORPORATE BONDS
33 Seasoned issues, all industries'® ... ... 8.26 7.83 7.66 7.99 7.86 7.68 7.42 7.63 7.62 7.47 743 737
Rulmg group
t 7.97 7.59 7.37 7.73 7.58 7.41 7.14 7.36 7.35 7.19 715 7.09
8.15 7.72 7.55 793 7.80 7.62 7.36 7.56 7.55 7.41 7.38 7.31
8.28 7.83 7.69 7.98 7.86 7.68 7.42 7.62 7.61 7.47 743 7.38
8.63 8.20 8.05 8.34 8.20 8.02 775 7.96 7.94 7.79 7.76 7.70
8.29 7.86 777 8.23 8.01 7.85 7.62 7.84 772 7.62 7.59 7.52
MEMO
Dividend—price rario"’
39 Commonstocks ......................... 2.82 2.56 2.19 1.98 1.85 177 1.66 176 1.71 1.70 1.65 1.64

I. The daily effective federal funds rate is a weighted average of rates on trades through
New York brakers.
2. Weekly hgures are averages of seven calendar days ending on Wednesday of the
current week: monthly figures include each calendar day tn the month,
3 Annualized using a 360-day year for bank interest.
4. Rate for the Federal Reserve Bank of New York.
5. Quoted on a discount basis.
6. Anaverage of oﬁerlng rates on commercial paper placed by several leading dealers for
firms whose bond rating is AA or the equivalent.
7. An average of offering rates on paper directly placed by finance companies.
8. Representative closing yields for acceptances of the highest-rated money center banks.
9. An average of dealer offering rates on nationally traded certificates of deposit.
10. Bid rates for Eurodollar deposits at approximately 11:00 a.m. London time. Data are
for indication purposes only.
11. Auction date for daily data; weekly and monthly averages computed on an issue-date
basts.

12. Yields on actively traded issues adjusted to constant matunties. Source: U.S. Depart-
ment of the Treasury.

13 General obligation bonds based on Thursday figures; Moody's Investors Service.

14 State and local government general obligation bonds maturing in twenty years are used
in compiling this index The twenty-bond index has a rating roughly equivalent to Moodys®
Al rating. Based on Thursday figures.

15. Daily figures from Moody’s Investors Service. Based on yields to maturity on selected
long-term bonds.

16 Compilation of the Federal Reserve. This series is an estimate of the yield on recently
offered. A-rated utility bonds with a thirty-year maturity and five years of call protection.
Weekly data are based on Friday quotations.

17. Standard & Poor's corporate series. Common stock ratio is based on the 500 stocks in
the price index.

NOTE. Some of the data in this table also appear in the Board’s H.15 (519) weekly and
G.13 (415) monthly statistical releases. For ordering address, see inside front cover.
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1.36  STOCK MARKET Selected Statistics

[ndicator 1994 1995 1996

1996 1997

Nov. Dec. Jan. Feb. Mar. Apr. May June July

Prices and trading volume (averages of daily ﬁgurcs)‘

Common stock prices (indexes)
New York Stock Exchange

(Dec. 31,1965 =50) ................ 254.16 291.18 357.98 388.75 391.61 403.58 418.57 416.72 401.00 433,36 457.07 480.94
2 Industrial . . 315.32 367.40 453.57 490.60 494.38 509.18 524.30 523.08 506.69 549.65 578.57 610.42
3 Transportation . . . . . .| 24717 270.14 327.30 348.32 352.28 359.40 364.15 372,37 366.67 395.50 410.93 433.75
4 Udlity. ... 104.96 110.64 126.36 135.88 128.55 131.95 142.88 132.38 126.66 140.52 140.24 144.25
5 Fimance....................... ... 209.75 238.48 303.94 345.30 350.01 361.45 388.75 387.19 364.25 39232 419.12 441.59
6 Standard & Poor’s Corporation

(1941-43 =10y ................... 460.42 541.72 670.49 735.67 743.25 766.22 798.39 792.16 763.93 833.09 876.29 925.29

~

American Stock Exchange

(Aug. 31,1973 =50 ... .. 449.49 498.13 570.86 583.21 582.96 585.09 593.29 593.64 554.13 584.06 619.94 635.28

Volume of trading (thousands of shares)

8 New York Stock Exchange .............. 290,652 (345,729 [409.740 | 443521 | 431,538 | 526.631 | S08.199 | 496,241 | 473.094 | 479907 | 516,241 | 543.006
9 American Stock Exchange ................ 17.951 20,387 22.567 22.151 23,648 24.019 21.250 19.232 19,122 19.634 23,277 25,562
Customer financing (millions of dollars, end-of-period balances)
10 Margin credit at broker—dealers® ........ 61,160 76,680 97,400 91,680 97,400 99,460 100,000 | 100,160 | 98,870 106,010 | 113,440 | 116,190
Free credit balances at brokers®
11 Margin accounts” . .......... . ... ... 14.095 16,250 22.540 20.020 22,540 22870 22,200 22930 22,700 22.050 23860 24,290
12 Cashaccounts .......................... 28.870 34.340 40.430 36.650 40,430 41.280 40,090 41,050 37.560 39.400 41.840 43,985
Margin requirements (percent of market value and cffective date)’
Mar 11, 1968 June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov. 24, 1972 Jan. 3, 1974
13 Marginstocks ... oL 70 80 65 55 65 50
14 Convertible bonds . . S0 60 50 50 50 50
15 Shortsales .................. ... ... S 70 80 65 55 65 50

1. Daily data on prices are available upon request to the Board of Governors. For ordering
address, see inside front cover.

2. In July 1976 a financial group, composed of banks and insurance companics, was added
to the group of stocks on which the index is based. The index 1s now based on 400 industrial
stocks (formerly 425). 20 transportation (formerly 15 rail), 40 public utility (formerly 60). and
40 financial.

3. On July 5, 1983, the American Stock Exchange rebased its index. effectively cutung
previous readings in half.

4. Since July 1983, under the revised Regulation T, margin credit at broker-dealers has
included credit extended against stocks, convertible bonds, stocks acquired through the
exercise of subscription rights, corporate bonds, and government securities, Separate report-
ing of data for margin stocks, convertible bonds, and subscription issues was discontinued 1n
April 1984,

5. Free credit balances are amounts in accounts with no unfulfilled commitments to
brokers and are subject to withdrawal by customers on demand.

6. Series initiated in June 1984,

7. Margin requirements, stated in regulations adopted by the Board of Governors pursuant
to the Securitics Exchange Act of 1934, limit the amount of credit that can be used to
purchase and carry “margin securities” (as defined m the regulations) when such credit is
collateralized by sccuritics. Margin requirements on sccuritics 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. |5, 1934: Regulation U, effective May 1,
1936; Regulation G, cffective Mar. 11, 1968; and Regulation X. cffective Nov. 1. 1971.

On Jan. 1, 1977, the Board of Governors for the first time established in Regulation T the
initial margin required for wniting options on securities, setting it at 30 percent of the current
market value of the stock undertying the option. On Sept. 30, 1985. the Board changed the
required initial margin, allowing it to be the same as the option maintenance margin required
by the appropriate exchange or self-regulatory organization; such maintenance margin rules
must be approved by the Securities and Exchange Commission.
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1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Fiscal year Calendar year
Type of account or operation 1997
1994 1995 1996
Feb. Mar. Apr. May June July
US. budger'
| Receipts, total ............. .. .. ... 1,258,627 1,351,830 1,453,062 90,293 108,099 228,588 94,493 173.361 109,178
2 On-budget. . ... .. 923.601 1,000,751 1,085,570 59,673 73,869 187,997 63,146 135,922 79,599
3 Off-budget. .. 335,026 351,079 367,492 30,620 34,230 40,591 31,347 37439 29,579
4 Outlays, total. . . 1,461,731 1,515,729 1,560,330 134,303 129422 134,650 142,988 118,726 134,802
5 On-budget 1.181.469 1,227,065 1,259,872 104,964 100,427 107,842 112,625 105,267° 107,049
6  Off-budget ............. 279,372 288,664 300,458 29,339 28,996 26,807 30,362 13,459 27,753
7 Surplus or deficit (—), total . . —203,104 — 163,899 —107,268 —44,010 —21,323 93,939 —48.494 54,635° —25,624
8 On-budger ............. .. —258,758 —226.314 —174,302 —45,291] —26,558 80,155 —49.479 30.655" —27,450
9 Off-budget ............................ 55,654 62,415 67,034 1,281 5234 13,784 985 23,980 1,826
Source of financing (total)
10 Borrowing from the public.................. 185,344 171,288 129,712 35,968 28,833 —39,001 —19,054 —11,147 —1,408
11 Operahing cash (decrease, or increase {—)) .. 16,564 -2, —6,276 21,357 —18,274 —~55,908 72,532 —34,387 23,748
12 Other 2. e 1,196 ~5,382 —16,168 —13,315 10,764 970 —4,984 -9.101" 3,284
MEMO
13 Treasury operating balance (level, end of
period) . ... ... 35,942 37,949 44,225 15,222 33,496 89,404 16,872 51,259 27,511
14 Federal Reserve Banks . . .. 6,848 8,620 7,700 5,258 5,945 52,215 5,174 16,368 5,014
15 Tax and loan accounts . .................. 29,094 29,329 36,525 9,965 27,551 37,189 11,698 34,891 22,496
1. Since 1990, off-budget items have been the social secunty trust funds (federal old-age net gain or loss for U.S. currency valuation adjustment; net gain or loss for IMF loan-
survivors insurance and federal disability insurance) and the U.S. Postal Service. valuation adjustment; and profit on sale of gold.
2. Includes special drawing rights (SDRs); reserve position on the US. quota in the SOURCE. Monthly totals: U.S. Department of the Treasury, Monthly Treasury Statement of
International Monetary Fund (IMF); loans to the IMF; other cash and monetary assets; Receipts and Outlays of the US. Government, fiscal year totals. U.S. Office of Management
accrued interest payable to the public; allocations of SDRs; deposit funds; miscellaneous and Budget, Budget of the US. Government.

hability (including checks outstanding) and asset accounts; seigniorage; increment on gold;
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1.39 U.S. BUDGET RECEIPTS AND OUTLAYS'
Millions of dollars

Fiscal year Calendar year
Source or type 1998 1996 1997 1997
1995 1996
H2 HI H2 Hi May June July
RECEIPTS
P Alsources .................. ... 1.351.830 1,453,062 767,099 707,551 845,552 94,493 173,361 109,178
2 Individual income taxes, net....... ......... 590.244 656.417 347.285 323884 400.435 30.690 74,381 53.868
3 withheld ........ e 499927 S33.080 3 264,177 279.988 292,252 48.097 44.802 51.812
4 Nonwithheld . .. et 175,855 212,168 45.521 162,782 53491 191.050 5.873 31,395 4,003
S Refunds............ ... ... ... 85.538 88.897 10.058 79,735 9.604 82.926 23.300 1.825 1.950
Corporation income taxes
6 GrossreceIpts . .........oioiii 174,422 189,055 88.302 96.480 95,364 106,451 5.008 40.541 5442
7 Refunds....... P 17418 31 7518 9.704 10,053 9,635 752 1.169 1,729
8 Social insurance taxes and contributio 484,473 5094i4 224.269 277767 240.326 288251 50.220 48,612 40.572
9 Employment taxes and contribution: 451,045 476.361 211,323 257.446 227,777 268.387 39,835 47933 38.066
10 Unemployment insurance .. 28.878 28.584 10.702 18.068 10,302 17.709 9.963 343 2,081
11 Other net receipts”™ ..................... 4.550 4,469 2247 2.254 2.245 2,184 422 336 425
12 Excise taxes. .. ....... F .. 57.484 54.014 30014 25,682 27.016 28.084 4,808 5.185 5.369
13 Customs depo . 19.30t 18.670 9.849 8731 9.294 8.619 1443 1,522 1,799
14 Estate and gift taxes . 14,763 17,189 7718 8.775 R.835 10.477 1412 1,494 1,552
15 Miscellaneous receip!s4 28,5614 25.534 11,839 12.087 12.888 12.866 1,667 2,793 2315
OUTLAYS
16 Alltypes . ............ ... ... 1,515,729 1,560,330 752.856 785,368 800,184" 797,443" 142,988 118,726" 134,802
17 National defense .. .. .................... .. 272.066 265.748 132,887 132,599 138.350 131.525 26,152 20,613 22.944
18 International affairs. . .. 16.434 13.496 6,908 8.076 8.895 5,779 256 472 1,541
19 General science, space, and technology. .. 16,724 16.709 7.970 8.897 9,498 8,939 1.655 1.565 1.763
20 Energy . ..o . 4.936 2.836 1,992 1,356 806 801 129 -5 238
21 Natural resources and environment . .. 22078 21.614 11,392 10,254 11.642 9.688 1719 1,622 1.809
22 Agriculture ... 9,778 9.159 3,065 73 10,699 1.433 - 205 —255 —35
23 Commerce and housing credit . . ......... -17.808 — 10,646 -3.947 —6.885 ~35,865" -7.575" —62 779 -415
24 Transportation. . ... .............. o 39350 39.565 20.725 18.290 248205 18,046 3.320 3.224 3.667
25 Community and regional development 10,641 10,685 5.5069 5245 6,192 5.699 883 1.207 9S8
26 Education. traimng, employment, and
social services. ... L 54263 52,001 26.212 25979 26,032 25.227 3799 3.702 3.542
27 Health ...... e e e 115418 119,378 57.128 59.989 61.466 61,808 10,374 10.595 9.821
28 Social security and Medicare. . ... ... ... 495,701 523,901 251.388 264.647 269.410° 278.817 48,887 47558 47.860
29 Income security. .. ............ .......... 220493 225,989 104,847 121,186 107.182° 123,874 22,357 11,298 17.924
30 Veterans benefits and services . ..., ... ... 37,890 36.985 18.678 18.140 21.107 17,697 4,333 1.583 3,409
31 Admimstration of justice ..... ... ... 16,216 17.548 8491 9.015 9.595 10.643 1,875 1,883 1.863
32 General government ... . ... ... . .. . . 13.835 11,892 7.601 4.641 6,544 6,574 484 1.897 366
33 Net interest’ . 232,169 241,090 119348 120.576 122,568 122,701 21,162 19.543 21.046
34 Undistributed offsetting receipis’ —44.455 —37.620 -26.995 -16.7t6 -25.14¢ -24.234 —4.128 —8.556 -3.594
1. Functional details do not sum to total owlays for calendar year data because revisions to 4. Deposits of carnings by Federal Reserve Banks and other miscellancous receipts
monthly totals have not been distributed among functions. Fiscal year total for receipts and 5. Includes interest received by trust funds.
outlays do not correspond to calendar year data because revisions from the Budger have not 6. Rents and royalues for the outer contimental shetf, U.S. government contributions for
been fully distributed across months. employee retiretnent, and certain asset sales.
2. Old-age, disability, and hospital insurance. and railroad retirement accounts. SOURCE. Frscal year totals: U.S Office of Management and Budget. Budget of the US
3. Federal employee retirement contributions and c1vil service retirement and Government, Fiscal Year 1998 monthly and half-year totals: U.S. Department of the Trea-

disability fund. sury. Monthiv Ireasuny Statement of Receipts and Outlays of the U.S. Government.
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1.40  FEDERAL DEBT SUBIJECT TO STATUTORY LIMITATION
Billions of dollars. end of month
1995 1996 1997
ttem
June 30 Sept 30 Dec. 31 Mar. 31 June 30 Sept. 30 Dec. 31 Mar. 31 June 30

1 Federal debt outstanding . ... ... .. 4,978 5,001 5,017 5,153 5,197 5,260 5357 5415 na.
2 Public debt securites. . .. 4.051 1,974 4,989 s 5,161 5.225 5,323 5,381 5,376
3 Held by public... ..., 3.635 3.653 3.684 3764 3.739 3,778 3,826 3,874

4+ Held by agencies. . ........ 1.317 1321 1,305 1354 1422 1,447 1,497 1,507

SoAgeney SeCUrtlies. ... e . 27 27 2% 36 36 35 34 34 n.a
6 Held by public. .. o . 17 27 28 28 28 27 27 26

7 Held by ageacies .. ... L 0 0 0 8 8 8 8 8

8 Debt subject to statutory limit 4,861 4,885 4900 5,030 5073 5,137 8237 5,294 5,290
9 Public debt sccuniies, . ... . . . 1.861 4,885 4.900 5,030 5,073 5.137 5.237 5.294 5,290
10 Other debr’ 0oL . 0 0 0 0 0 0 0 0 0

MiMo

Il Stnntory debt omit .o L L 4,900 4,900 4.900 5.500 5,500 5,500 5,500 5.500 5,500

I Consists of guaranteed debt of U.S. Treasury and other federal agenctes. specified
participation certificates, notes to internationat lending orpamzations, and District of Colum-
bra stadnim bonds.

SOURCE. U.S. Department of the Treasury. Monthly Statement of the Public Debt of the
United Siates and Treasury Bulletin.

{41 GROSS PUBLIC DEBT OF US. TREASURY Types and Ownership
Billions of dollars, end of period
1996 1997
Type and holder 1993 1994 1995 1996
Q3 Q4 Ql Q2
1 Total gross publicdebt . ...... ....... .. . ... .. ... 4.535.7 4,800.2 4.988.7 5,323.2 52248 53232 5.380.9 5,376.2
By fvpe
2 dnterest-bearing .. L. oo oo Loiiiiios oo 4,532.3 4.769.2 4.964.4 53172 5.220.8 5317.2 5.375.1 5,370.5
3 Marketable ..o 2.989.5 3.126.0 3,307.2 3,459.7 34184 3.459.7 3.504.4 34331
4 Bills ... .. ... ool 714.6 733.8 760.7 7774 761.2 7774 785.6 704.1
3 Notes . 1.764.0 1.867.0 2,010.3 2,112.3 2.098.7 2.112.3 2,131.0 2,132.6
6 Bonds. . .. 495.9 5103 521.2 555.0 543.5 555.0 5654 565.4
7 Inflation-indexe na. na. n.a. na. na. n.a. 74 15.9
8 Nonmarketable~ . 15429 1.643.1 1,657.2 1,857.5 1.802.4 1.857.5 1,870.8 19374
9 State und local govern 149.5 1326 104.5 101.3 95.7 101.3 104.8 107.9
1o Foreign issues™. . ... .. 435 42.5 40.8 374 37.5 374 36.8 354
| Government ... . ... 435 425 40.8 474 375 474 368 354
12 Pubtic. ..... ... ... 0 0 0 0 .0 0 0 0
IR} Savings honds and notes. . 1694 177.8 1819 1824 184.2 1824 182.6 1827
4 Govertment sccount series” L . . 11500 1.259.8 1.299.6 1.505.9 1.454.7 1.505.9 1.516.6 1.581.5
15 Non-miterest-beartng . R L . 24 310 243 6.0 4.0 6.0 58 5.7
By holde.”
16 U.S Treasury and other federal agencies and trust funds. . 0 0 oo 1,257.1 1.304.5 1.497.2 14470 1,497.2 1.500.8
al Reserve Banks 3741 W0 4109 390.9 410.9 4035.6
I¥ Private myestors ... ... 3.168.0 32949 3411.2 3.386.2 34112 34517
19 Commerctal banks. . 290.4 278.7 261.7 2748 2617 2750
20 Money market funds 67.6 71.5" 91.6" 85.2 91.6" 83.9
21 InsUrAnee COMPRNIES . . . ... .o 240.1 241.5 235.9° 235.6" 235.9" 236.5
22 Other COMPAnIes .. ...ttt e e e 2245 2288 258.5 249.1 258.5 262.5 n.a.
23 State and local treasuries™ ... ... 540.2° 215 358.0" 382.3" 358.0" 353.0
Individuals
4 Savings bonds ... . Lo 171.9 180.5 185.0 187.0 186.8 187.0 186.5
25 Other secunties . . 137.9 150.7 1627 169.6 167.0 169.6 168.9
26 Forcign and mternational” ., 623.0 688.6 &62.2 1,131.8" 10309 1,131.8" 1.199.1
27 Other miscellaneous investors™ 655.0" 785.5" 8430 717.1" 774.5" 717.1° 686.4

The U.S. Treasury tirst issued inflation-indexed notes during the first quarter of 1997,
Inctudes (not shown separately) securities 1ssued to the Rural Elecirification Administra-
won. depasttors bonds. retrrement plan bonds, and divedaat retrement bonds.

3 Nonmarketable series denominated n dollars. and senes denomunated in foreign cur-
rency held by fareigners

4 Held aimost entrely by US Treasury und other federal agencies and trust funds.

S. Data for Federal Reserve Banks and U.S. government agencies and trust funds are actual
holdings. data for vther groups are Treasury estmates

6 Includes state and focal pension funds.

7 In March 1996, 10 a redefinition of series. fully defeased debt backed by nonmarketable
lederal securtiies was removed from “Other nuscellancous mvestors™ and added to “State and
local treasuries.” The data <hown here have been revised accordingly.

1o —

8. Consists of investments of foreign balances and international accounts in the United
States.

9 Includes savings and loan associations. nonprofit institutions, credit umons, mutual
savings banks, corporate pension trust funds, dealers and brokers, certain US. Treasury
deposit accounts, and federally sponsored agencies.

SOURCE US Treasury Department, data by type of sccunity, Montlly Statement of the
Public Debt of the United States, data by holder, Treasurv Bulletin.
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1.42 U.S. GOVERNMENT SECURITIES DEALERS Transactions'
Millions of dollars, daily averages
1997 1997, week ending
Item
Apr. May June June 4 June 11 June 18 June 25 July 2 Tuly 9 July 16 July 23 July 30
OUTRIGHT TRANSACTIONS?
By type of security
1 US. Treasury bills ................ 49,329 42,017 40,559 49,231 40,156" 40,063 39,012 35,964 30,635 32,509 38,791 33,065
Coupon securities, by maturity
2 Fiveyearsorless................ 104,196 107,517 112,860 113,651 114,155° 112,350 111,740 112,630 92,504 98,686 109,764 95,979
3 More than five years .. 49,121 57,216 56,041 61,943 61,383" 56,678 49,296 51,414 59,006 56,905 56,563 70,380
4 Federal agency ......... .. 38,194 41,103 39,498 44,927 35,059° 39,975 35,339 R 39,648 36,876 36,051 43,617
5 Mortgage-backed ............... ... 41,984 39712 48,439 41,622 65,911° 45,400 42,808 40,589 68,903 54,575 38,158 45,711
By type of counterparty
With interdealer broker
6 US Treasury ................... 117,018 120,714 118,504 123,578 122,735 120,481 115,078 108,794 100,433 105,229 116,955 113,020
7  Federal agency . .. . 1,028 1,003 1,378 1,223 1,334 1,821 1,066 1,389 2,053 1,253 1,063 1,710
8  Mortgage-backed ................ 13,923 12,677 15,552 13,036 20,694 15,073 13,753 13,294 17,621 17,207 11,992 15,535
With other
9 US. Treasury ................... 85,628 86,036 90,956 101,248 92,959" 88,610 84,970 91,213 81,713 82,870 88,162 86,404
10 Federal agency . .. e 37,166 40,100 38,120 43,704 33,726 38,154 34,273 46,215 37,595 35,623 34,989 41,907
11 Mortgage-backed ................ 28,061 27,035 32.887 28,585 45217 30,327 29,055 27,295 51,283 37,368 26,166 30,176
FUTURES TRANSACTIONS3
By type of deliverable security
12 US. Treasury bills ............... 191 217 352 244 473 494 155 n.a. n.a. 103 339 135
Coupon securities, by maturity
13 Fiveyearsorless................ 1,720 2,014 2,430 3,447 2,364" 2,558 1,755 2,433 1,082 1,354 1,196 1,425
14 More than five years 12.314 14.506 15,048 18,631 15,656 15,967 13,281 11,864 13,024 14,384 16,056 15,123
15 Federal agency . . . 0 0 0 0 0 0 0 0 0 0 0 0
16 Mortgage-backed .................. 0 0 0 0 0 0 0 0 0 0 0 0
OPTIONS TRANSACTIONS*
By type of underlying security
17 US. Treasury bills ................. 0 0 0 0 0 0 0 0 0 0 0 0
Coupon securities, by maturity
18 Fiveyearsorless................ 3,195 3,570 3,103 2,342 3,993 4,122 1,655 3,095 2,362 2,494 2,000 1,725
19 More than five years .. .. 4277 5,024 4,018 4,325 4,265 3,691 3,760 4,271 8,238 4,791 6,506 5726
20 Federal agency.......... . 0 0 0 0 0 0 0 0 0 0 0 0
21 Mortgage-backed .................. 584 560 408 445 530 572 163 304 887 290 557 711

1. Transactions are market purchases and sales of securities as reported to the Federal
Reserve Bank of New York by the U.S. government securities dealers on its published list of
primary dealers. Monthly averages are based on the number of trading days in the month.
Transactions are assumed evenly distributed among the trading days of the report week.
Immediate, forward, and futures transactions are reported at principal value, which does not
include accrued interest: options transactions are reported at the face value of the underlying
securities.

Dealers report cumulative transactions for each week ending Wednesday.

2. Outright transactions include immediate and forward transactions. Immediate delivery
refers to purchases or sales of securities (other than mortgage-backed federal agency securi-
ties) for which delivery is scheduled in five business days or less and “when-issued”
securities that settle on the issue date of offering. Transactions for immediate delivery of mortgage-
backed agency securities include purchases and sales for which delivery is scheduled in thirty business
days or less. Stripped securities are reported at market value by maturity of coupon or corpus.

Forward transactions are agreements made in the over-the-counter market that specify
delayed delivery. Forward contracts for U.S. Treasury securities and federal agency debt
securities are included when the time to delivery is more than five business days. Forward
contracts for mortgage-backed agency securities are included when the time to delivery is
more than thirty business days.

3. Futures transactions are standardized agreements arranged on an exchange. All futures
transactions are included regardless of time to delivery.

4. Options transactions are purchases or sales of put and call options, whether arranged on
an organized exchange or in the over-the-counter market, and include options on futures
contracts on U.S. Treasury and federal agency securities.

NOTE. “n.a.” indicates that data are not published because of insufficient activity.

Major changes in the report form filed by primary dealers induced a break in the dealer data
series as of the week ending July 6, 1994.
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1.43  U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing'
Millions of dollars
\ 1997 1997, week ending
Item
{ Apr. May June June 4 June 11 June 18 June 25 Suly 2 July 9 July t6 July 23
Positions’
NET OUTRIGHT POSITIONS®
By nvpe of security
L US Treasury bills ... ... 4,182 -3.338 -1.305 10.641 3,197 -5377 -3.991 —7.425 —5.265 =317 -1.038
Coupon securities, by maturity
2 Fiveyearsorless. ..o —24.459 —-22394 —20,661 - 19,961 —16,154 22,525 -21.468 ~-23,790 - 18,706 —17.720 -12.025
} Mare than five years -28.153 -18.077 -20.191 -21.997 —17.990 - 19,549 —18.,263 -25420 -21,965 —20.857
4 Federal agency ... ..o oL 29,723 29,451 31,556 30.873 33,660 33311 29.410 29,693 31,388 36,535
5 Mortgage-backed ... L 34916 35472 35.836 29.343 37.166 39.500 34,532 35.866 31.276 35484
NE1 FUTURES POS!TIONS4
B tvpe of de[i\’;’)'uhlo securiry
6 US Treasury billy . -2.308 -974 633 237 -432 812 1303 1355 1.535 1311 -252
Coupon securtti y
7 Fiveyearsorless........... 4,018 3,100 2.705 3,973 3485 2.209 1,200 3.676 3119 3.740 2,769
8 More than five years =5916 —11,685 -13.430 —9.970 —14.621 -12.934 —15,485 —12.348 —15.715 —17.5346 —18,512
9 Federal agency 0 0 0 [¢] i} 0 0 0 0 0
10 Mortgage-backed . ........... ... .. .. 0 0 0 0 0 0 0 0 0 0 0
NET OPTIONS POSITIONS
By tvpe of deliverable secunity
Ll US. Treasury bills ... o000 o0 0 0 0 0 0 0 0 4] 0 [{] 0
Coupon sccurties, by maturity
g Five years orless.............. .. —2.458 RE 2.660 2.882 3.083 2,692 2,821 1.621 2,506 2,273 2448
13 i Muore than five years —1.448 -671 2,466 —252 2,147 2495 1,031 2,857 3,643 1.8313 7.081
14 Federal agency. . 0 0 0 0 0 0 0 0 0 \] 4]
IS Morigage-backed .o 2437 2210 240 2.343 —464 -182 22 439 249 43 524
quncmgs
Reverse N)[le('h(l.\'é' ugreemenl.\'
16 Overmght and continuing ............. 279.204 293,697 290,312 291.476 283,840 305,383 274,543 299419 304,295 295,803 285,438
17 Term .o 537456 552,156 592,367 555,332 600,039 607.423 626,584 542.271 574,692 S84.084 626,375
Securities borrowed
18 Overnight and continuing ............. 213,138 216,864 213,510 215,458 211,755 214,207 209.449 219,116 214.131 214489 214,679
19 Term. ..o 81,200 78.569 87.422 76.489 83,949 93,569 93,508 83.907 91,447 92,001 95,797
Securities received as pledge
20 Overnight and continuing ............. 6,499 4,104 8.826 4.452 4,603 11.328 11.702 10,706 9.885 8,501 8.092
20 Term ... n.a 188 163 178 153 165 166 156 137 116 117
Repurchase agreements
22 Overmght and continuing 595.167 602,889 626,329 624,993 637.862 643.690 600.015 623,786 634,318 651,834 638.716
23 Term . oL 484.562 500.610 538,571 492,636 529,437 558977 586.101 492,997 516,923 532,333 582.543
Securines loaned
4 Q\'crmgh( and continuing . ... 5,795 6.399 6.774 5.584 5.947 7.346 7310 7.330 7473 7.812 8,524
25 Term . ... . 4.430 +.352 4574 4427 4879 +4.522 4458 4,497 4.394 4293 +4.990
Securines pledged
26 Overmight and continuing 59.877 62,667 61,230 60,212 61.080 61,646 62,734 59,623 SR453 55.283 52747
27 Term . 2363 2956 1.736 1.388 1386 1.840 1,987 2,009 2.052 2028 1.858
Collateralized loans
28 Overnight and continuing 0 0 0 0 0 0 0 0 4] 0 0
29 Tcrm . 0 0 [} 0 0 0 0 0 0 0
30 Total .. ... 11,503 12,391 13,374 16.226 12,383 13.19] 14.074 11,757 13272 12,790 13.679
MEMO: Matched book”
Securities in
31 Overnight and contimuing 281.975 298,289 290,345 290.066 290.077 303,114 272,007 298,739 305,482 294.008 281,480
32 Term .. 521.831 531,303 575,636 533,488 579.944 594.712 610,520 527.780 565.779 569.975 610.930
Securttios out
33 Overnight and continumg ............. 362.687 363,061 380,179 372,527 378.812 415,995 367,276 370,136 384,736 383,121 376.160
34 Term . oo 418,703 432,788 461.838 419,514 453902 480,866 500,907 425473 446,662 453947 500,175

I. Data for positions and financing are obtained from reports submutted to the Federal
Reserve Bank of New York by the U.S government securities dealers on its published list of
primary dealers Weekly figures are closc-of-busmess Wednesday data. Posttions for calendar
days of the report weck are assumed to be constant. Monthly averages are based on the
number of calendar days in the month

2 Secunuies postitons are reported at market value.

3 Net outright positions include immediate and forward positions. Net immediate post-
tons nclude securities purchased or sold (other than mortgage-backed agency securities) that
have been delivered or are scheduled to be delivered m five business days or less and
“when-issued” securities that seitle on the issue date of offenng Net immediate positions for
morigage-backed agency securities include secunties purchased or sold that have bcen
dehvered or are scheduled to be delivered in thirty business days or less.

Forward positions reflect agreements made in the over-the-counter market that specify
delayed delivery. Forward contracts for US. Treasury securities and federal agency debt
securities are included when the time to delivery is more than five business days. Forward
contracts for mortgage-backed agency securities are included when the time to delivery is
more than thirty business days.

4. Fuwres positions reflect standardized agrecments arranged on an exchange All futures
positions are included regardless of time to delivery.

5. Overmight financing refers to agreements made on one business day that maturc on the
next business day. continuing contracts are agreements that remain in effect for more than one
business day but have no specific maturity and can be termmated without advance notice by
cither party: lerm agreements have a fixed maturity of more than one business day Financing
data are reported in terms of actual funds paid or recerved. including accrued nterest.

6. Matched-book data refiect financial intermediation activity in which the borrowing and
lending transactions are matched. Matched-book data are included n the financing break-
downs given above. The reverse repurchase and repurchase numbers are not always equal
because of the “matching™ of securities of different values or different types of collateraliza-
tion.

NOTE. “n.a.” mdicates that data are not published because of insufficient activity.

Major changes in the report form filed by primary dealers induced a break in the dealer data
series as of the week ending July 6, 1994,
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144 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES  Debt Outstanding
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145 NEW SECURITY ISSUES  Tax-Exempt Swte and Local Governments

Millions of dollars
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Assets'

Millions of dollars

1996 1997
Item 1995 1996
Dec. Jan. Feb. Mar. Apr. May June July
I Sales of own shares” ...... e 871,415 | 1,149918 122,792 134,460 102,169 101,390 110,721 103,470 112,807 125,639
2 Redemplipns of own shares .. ... . . 699,497 853,460 87.949 96.243 73.871 79.976 100,18K 76,337 87.056 90.13]
3 ONElsales' wvt o e e 171918 296,458 4843 38.248 28,298 21413 332 27433 25752 35508
4 Assets’ 2,067,337 | 2,637,398 | 2,637.398 | 2,752,273 | 2,772,715 | 2,700,474 | 2,782,077 | 2,952,609 | 3,067.392 | 3,279.457
5 Cash® 142,572 139,396 137,973 152,297 153,525 160,570 177,979 182,004 180.464 183.044
b Other ... 1924765 | 2.498,002 | 2.499425 | 2599976 | 2.619,189 | 2539906 | 2.604,098 | 2,770.606 | 2,886,928 | 3096414
I. Data on sales and redempnhons exclude money market mutual funds but nclude 4. Market value at end of period, less current liabilies.
limited-matunty municipal bond funds. Data on asset positions exclude both money market 5. Includes all U.S Treasury securities and other short-term debt securities.
mutual funds and Jimited-maturity munseipal bond funds. SOURCE. Investment Company Institute Data based on reports of membership. which
2 Includes remvestment of net income dividends. Excludes remnvestment of capital gams comprises substannally all open—end investment companies registered with the Securities and
distributions and share 1ssue of conversions from one fund to another ta the same group Exchange Commission Data reflect underwriungs of newly forimed compames after their
3. Excludes sales and redemptions resulting from transfers of shares into or out of maney imtial offering ot <ecuriues.

market mutual funds within the sume fund family.

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars; guarterly data at seasonally adjusted annual rates

1995" 1996 1997
Account 1994° 1995° 1994
Q3 Q4 Q1 Q2 Q3 Q4 Q1" Q2
1 Profits with inventory valuation and
capital consumption adjustment ..o 870.5 650.0 7359 672.8 685.7 717.7 7385 739.6 747.8 779.6 7945
2 Profits before taxes. .. ... . . . 53501 622.6 676.6 630.6 634.1 6649 682.2 6791 680.0 708.4 717.3

186.6 213.2 220.0 2188 2153 2262 2322 231.6 226.0 241.2 23414

3 Profits-tax hability . 2262 226.
348.5 409.4 447.6 4118 4188 438.7 450.0 7.5 454.0 467.2 473.0

4 Prolfits after 1axe:

5 Dividends. . A 2162 264.4 3048 266.% 2744 3007 3037 3057 309.1 3268 3330
6 Undistributed profits . ... .. 132.3 145.0 1428 145.0 144.5 138.0 146.4 1418 1449 140.3 140.0
7 Inventory vatuation ......... -16.1 —24.3 -25 -9.3 4 ~5.1 -54 -7 33 35 7.6
8 Capital consumption adjustment 514 516 61.8 SLS 51 579 61.6 63.2 64.4 677 69.6

SOURCE. U.S. Department of Commerce. Survey of Current Business.

1.51 DOMESTIC FINANCE COMPANIES  Assets and Liabilities'

Billions of dollars, end of period; not seasonally adjusted

19957 1996' 1997
Account 1994 1995 199t
o) Qi Q2 Q3 Q4 QI Q2
ASSETS
I Accounts receivable, gros . 5437 607.0 637 1 607.0 613.7 626.7 628.1 637.1 647.2 650.7
2 Consumer. . .. . 2019 233.0 49 233.0 2359 240.6 244.4 2449 248.6 2543
3 Business. .. . 1749 3016 3095 3016 3035 305.7 3014 309.5 352 3117
4 Real CStAC oo 66.9 724 827 724 743 80.4 822 827 834 "848
5 Less Reserves for unearned weome. ... ... 329 60.7 S5.6 60.7 389 572 S54.8 556
6 Reserves for losses. . U 173 12.8 131 12.8 12.8 127 129 131 fp HE
7 Accounts receivable, net . . L 479.5 5335 568.3 533.5 542.0 556.7 560.5 568.3
8 All other. . . . 2168 2509 200).0) 2509 2550 258.7 268.7 290.(; 22‘;‘; ?(812?
9 Totakassets ... .. . .. . . 696.3 7844 8583 784.4 7969 815.4 829.2 8583 873.0 $88.6
LIABILITIES AND CApITAL
10 Bank loans......... E P 14.8 15.3 19.7 15.3 15.4 17.7 18.3
X . 5.3 g 5.3 5. . X 19, 4
11 Commercial paper .. .... ... .o 171.6 168.6 17706 168.6 168.2 169.6 173.1 177; lkliii 13;}23
Debr
12 Owed toparent ....... . ... 318 51.1 6().3 51.1 50.5 56.3 579
R 8 . R S1. 50.5 56.3 5 12
13 Not clsewhere classifi 2474 300.0 3325 3000 7.5 2190 3203 z(;(z% ;%2 ;m :
14 All other liabilities. .. . . S 146.2 163.6 1747 163.6 165.0 163.2 1648 1747 189.( s
13 Capital. surplus, and undivided profits 74.6 859 935 85.9 89.7 89.7 928 935 948 l:;(x:z
16 Total liabilities and capital . . o 696.3 7844 858.3 784.4 796.9 8154 829.2 §58.3 873.0 $88.6
1. Includes finance company subsicharies of bank holding companies but not of retailers 2. Before deduction for uncarned income and losses

and banks Data arc amounts carried on the balance sheets of finance companies; securitized
pools are not shown, as they are not on the books.
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1.52 DOMESTIC FINANCE COMPANIES Owned and Managed Receivables'

Billions of dollars, amounts outstanding

1997
Type of credit 1994 1995 1996
Jan. Feb Mar. Apr. May June
Seasonally adjusted
FTotal ... ... 607.3 682.4 762.4 766.6 767.7 773.8 775.6 775.9 783.1
2 CONSUMET. .. ottt 2444 2819 306.6 309.1 3113 312.5 318.2 318.5 320.5
3 Real estate N 66.9 724 111.9 1127 112.8 1155 116.9 118.0 120.7
4 BUSINESS. .. ... e 2959 328.1 343.8 344.7 3435 3458 3405 3393 3420
Not seasonally adjusted
STotal. ... e 613.5 689.5 769.7 767.7 766.2 775.0 776.6 777.8 787.2
6 COMSUMEr. . ... .ttt e 248.0 285.8 310.6 310.6 3099 311.0 315.6 317.5 3206
7 Motor vehicles loans. . . .. 70.2 81.1 86.7 86.8 87.1 85.8 83.2 85.1 87.0
8 Motor vehicle leases . . .. 67.5 80.8 92.5 93.6 94.3 95.6 96.7 97.3 98.5
9 Revolvingz ....... 25.9 285 325 323 322 332 343 344 34.1
10 Other’ .. e 38.4 426 332 344 340 34.0 343 347 353
Securitized assets®
8 Motor vehicie loans. . . . 328 348 36.8 350 342 34.5 383 36.8 36.8
12 Motor vehicle leases . . . 22 35 8.7 8.6 85 8.4 9.4 93 9.2
13 Revolving .......... . .. na. na. 0.0 0.0 0.0 0.0 0.0 0.0 0.0
14 Other .. ... . .. 1.2 147 20.1 19.8 19.7 19.6 19.3 19.9 19.7
15 Realestate ......... . .. 66.9 724 111.9 112.7 112.8 115.5 116.9 1180 1207
16 One- to four-farnily .. na. n.a 52.1 532 53.8 53.3 55.0 54.9 55.1
17 Other ..., ... na na 30.5 303 30.2 30.1 30.3 30.3 30.3
Secuntized real estate assets’
18 One- to four-family ... . ... ... ... . .. ... ... na n.a 289 289 285 318 31.3 325 350
9 Other .............. n.a. n.a. 0.4 03 03 04 0.3 0.3 03
20 Business......... 298.6 331.2 347.2 344.4 3434 3485 3441 3422 345.9
21 Motor vehicles . 62.0 66.5 67.1 68.4 7.0 73.8 71.7 704 70.7
22 Retail loans . . . 18.5 21.8 25.1 249 250 25.1 24.6 244 25.2
23 Wholesale loans®. ... . .. 35.2 36.6 330 34.5 369 39.6 379 36.6 36.3
2 Leases, .. ....... . 8.3 8.0 9.0 9.1 9.1 9.1 92 9.3 9.3
25 Equipment . 83 8.0 9.6 1919 150.8 1921 189.9 188.0 188.8
26 Loans ... 83 8.0 9.0 56.1 545 55.0 538 523 526
27 Leases............... . RPN .. 83 8.0 9.0 135.8 136.3 137.1 136.1 135.6 136.2
28 Other business receivables®. . ... ...................... 83 80 9.0 477 483 493 49.6 50.3 52.2
Securitized assets’
29 Motor vehicles.......... ... ..l 83 8.0 9.0 233 20.7 205 203 211 213
30 Retail loans . .. 8.3 8.0 9.0 2.6 24 22 2.1 26 2.5
3} Wholesale loans 83 8.0 9.0 20.7 183 18.2 182 18.5 18.7
32 Leases ...... 83 8.0 9.0 0.0 0.0 0.0 0.0 0.0 0.0
33 Equipmeaut . 83 8.0 9.0 10.7 10.3 103 9.9 99 104
34 Loans . .. 83 8.0 9.0 45 42 4.0 3.8 4.0 39
35 Leases............... .. 83 8.0 9.0 6.2 6.0 6.3 6.2 5.9 6.5
36 Other business receivables®. ........................ 83 8.0 9.0 24 2.4 25 26 25 25

NOTE. This table has been revised to incorporate several changes resulting from the
benchmarking of finance company receivables to the June 1996 Survey of Finance Compa-
nies. In that benchmark survey, and in the monthly surveys that have followed, more detailed
breakdowns have been obtained for some components. In addition, previously unavailable
data on securitized real estate loans are now included in this table. The new information has
resulted in some reclassification of receivables among the three major categories (consumer,
real estate, and business) and in discontinuities in some component series between May and
June 1996.

Includes finance corupany subsidianies of bank holding companies but not of retailers and
banks. Data in this table also appear in the Board’s G.20 (422) monthly statistical release. For
ordering address, see inside front cover.

1. Owned receivables are those carried on the balance sheet of the institution. Managed
receivables are outstanding balances of pools upon which securities have been issued; these
balances are no longer carried on the balance sheets of the loan originator. Data are shown

before deductions for unearned income and losses. Components may not sum to totals
because of rounding.

2. Excludes revolving credit reported as held by depository institutions that are subsidiar-
ies of finance companies.

3. Includes personal cash loans, mobile home loans, and loans to purchase other types of
consumer goods such as appliances, apparel, boats, and recreation vehicles.

4. Outstanding balances of pools upon which securities have been 1ssued; these balances
are no longer carried on the balance sheets of the loan originator.

5. Credit arising from transactions between manufacturers and dealers, that is, floor plan
financing.

6. Includes loans on commercial accounts receivable, factored commercial accounts, and
receivable dealer capital: small loans used primarily for business or farm purposes: and
wholesale and lease paper for mobile homes, campers, and travel trailers.
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1.53  MORTGAGE MARKETS Mortgages on New Homes
Millions of dollars except as noted
1997
{tem 1994 1995 1996
Jan. Feb. Mar. Apr May June July
Terms and yields in primary and sccondary markets
PRIMARY MARKETS
Terms'
1 Purchase price (thousands of dollars). ... ..... 170.4 175.8 182 4 1724 166.6 169.2 172.5 177.6 I81.4 1814
2 Amount of loan {thousands of dollarsy . ..., ., £30.8 1345 139.2 133.6 130.0 132 1348 137.7 140.6 1427
3 Loan-to-price ratio (percent). ... . .. 788 78.6 782 79.7 809 80.8 §1.1 80.0 79.9
4 Maturity (years). ...... ........... .. 275 27.7 27.2 279 282 28.0 278 282 28.0
5 Fees and charges (percent of loan amount)” . 1.29 1.21 1.2% L2 1.03 0.99 104 1.00 1.04
Yield {(percent per year)
6 Contractrate’ ........ 7.26 7.65 7.56 7.65 7.61 7.72 7.86 7.85 7.79 7.62
7 Effective raie'? ... .. e 747 7.85 7.77 7.81 7.78 7.88 8.03 8.01 7.95 778
8 Contract rate (HUD series)* 8.58 8.05 8.03 7.94 7.94 R.25 8.19 8.08 7.82 7.62
SECONDARY MARKETS
Yield (percent per year)
9 FHA mortgages (Section 203, e 8.68 8.18 8.19 8.06 8.08 8.55 8.50 8.05 8.02 7.61
10 GNMA securities® . ... ... i 7.96 7.57 7.48 7.51 7.37 7.69 7.80 7.59 7.37 7.04
Activity 1 secondary markels
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Mortgage holdings (end of period)
11 Total... .......... e e 222,057 253511 287,052 238,504 288,951 292,115 295 804 297.023 2974710 300439
12 FHA/VA nsured 27.558 28,762 30,592 30,352 30,119 30,100 30.839 31,437 31,198 31.063
13 Conventional . . 194,499 224,749 256.460 258,152 258,832 262,015 264.965 265.586 266,273 269.374
14 Mortgage transactions purchased (during period) . 62,389 56.594 68618 4.12¥ 3,029 5.839 6,683 4.148 3.594 6417
151 54,038 56,092 65.859 4,384 4.407 8.299 3.898 1.704 6.196 6.956
16 1,820 360 130 71 G L 0 23 t1s 75
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgage holdings (end preriod)8
17 Total ................. 72,693 107,424 137.755 138,935 139,925 144.558 147.190 148,698 149,250 150,582
18  FHA/VA msured 276 267 220 216 213 208 205 210 210 210
19  Conventional ... ... 72,416 107,157 137,535 138.719 139,712 144.350 146.985 148.488 149,040 151.372
Mortgage transactions (during perivd)
20 Purchases . ............ ... ... .. ool 124,697 98,470 128,560 9.507 8.204 7.403 8,981 §.195 8.884 §.374
21 Sales. ... 117,110 85,877 119,702 9,204 10,271 6.796 8.209 7.596 8,324 7.756
22 Mortgage commitments contracted (during period)’ . 136,067 118.659 128.995 9.021 7.537 7.5395 9.746 7.408 9.009 9.054

1. Weighted averages based on sample surveys of mortgages originated by major msutu-
tional lender groups for purchase of newly built homes; compiled by the Federal Housing
Finance Board in cooperation with the Federal Deposit Insurance Corporation.

2. Includes all fees, commissions, discounts, and “points’ paid (by the borrower or the
seller) to obtain a loan.

3. Average effective mierest rate on loans closed for purchase of newly built homes.
assuming prepayment at the end of ten years

4. Average contract rate on new commitments for conventional first mortgages; from U.S.
Department of Housing and Urban Development (HUD). Based on transactions on the first
day of the subsequent mouth.

5. Average gross yicld on thirty-year, minimum-downpay ment hrst mortgages msured
by the Federal Housing Administration (FHA) for ummediate delivery in the prnivale
secondary market. Based on transactions on first day of subsequent month.

6 Average net yields 1o 1avestors on tully moditied pass-through sccurities backed by
mortgages and guaranteed by the Government National Mortgage Association (GNMA).
assunung prepayment in twelve years on pools of thirty-year mortgages insurcd by the
Federal Housing Administration or guaranteed by the Department of Veterans Aflairs

7. Does not include standby commutments tssucd. but ncludes standby commutments
converted.

&. Includes participation loans as well s whole ioans

9. Includes conventional and government-underwritten loans, The Federal Home Loan
Mortgage Corporation’s mortgage commiments and mortgage transactions include activity
under mortgage securitics swap programs, whercus the corresponding data for FNMA
exclude swap activity.



1.54 MORTGAGE DEBT QUTSTANDING'

Mitlions of dollars. end of period

Real Estate  A35

1996 1997
Type of halder and property 1993 1994 1998
Ql Q2 Q3 Q4 Qv
I All holders. . ........... R 4,269,331 4,475,550 4,709,386 4,788,889 4,882,718 4,964,129 5,052,167 5,113,053

By iype of property
2 One- to tour-family residences .
3 Multifamily residences. . ..
4 Nonfarm, nonresidential.
5 Farm ....... ..., o

By tvpe of holder
6 Muajor financial mstitytions

7 Commercral banks” S

¥ One- 1o tour-famly ... .. ...,

9 Multifamuly ... R . . Lo
10 Nonfarm, nonresidential. ... .. ... . . PR
i Farm . . . .. ... . L
32 Savings mxmunun\ L e ..
13 ()ne to four-family .. Ce e
14 Multifamily .

15 Nontarm, nunrcxldnnlm\ o

16 Farm. . . . ...... .l

17 Lafe insurance Lmnpumes Lo

18 One- to four-family

19 Mulufamily. ... .. o
20 Nonfarm. nonaresidential. . . e
21 Farm .. ...

22 bederal and related agenctes .. ... L
23 Government National Mortgage Association .

24 One- to tour-family .

25 Mulufamily. ... ..

26 Farmers Home Adminis alu)n

27 One- to {four-famly .. .. S

28 Mulyfarmly . . .0 L

29 Noatarm. n()muld:n(ml

30 Farm . A ..
ki Federal Housing and Vclc " Administrations
32 One- to tour-fami

3 Multifamily. . ... . C

34 Resolution Trust Corp(»muun ..

35 One- 10 four-family .

6 Mulutamily S

37 Nonfarm. nonresdential .

38 Farm . . oo

39 Federal D\.pn\l[ Insurance Corporation.

40 One- 10 fouedamily ..o .0

41 Multitamily N

42 Nonfarm. nopresidential. .

43 Furm. ... .

44 Federal Nanonul Morlgme Axsuumon .

45 One- to four- tamlly FE

46 Muktifamuly. ... . RPN A
47 Federal Land Banks .. oo oo

48 One- to four-fanuly . ..

49 Farm P . R
50 Federal Home Loan Morlgage C()rpurduon e
51 One- to tour-family . RN B .
52 Mulufamuly. ... e

53 Mortgage pools or trusts” ... .. .
54 Government National Mortgage Association .

55 One- to four-family

56 Multifamaly ...........

57 Federal Home Loan Morlgagu Cnrpommm
58 One- to four-family .

59 Mulutanuly
6l)  Federul National Mortgage Assoctation
6l One- to four-family . ... ..
62 Mulufamuly. .. ...
63 Farmers Home Administration® ..., . ...
64 One- to four-famuly . .... .. e P

65 Multfamly,

b6 Nonfarm, n(mresldenllal
67 Farm. .... ......... .
68 Private mortgage conduits . .
69 One- to four-family®

70 Multifamily. ........

71 Nonfarm, nonrt

72 Farm . . ........

73 Individuals and others’
74 One- to four-family .
75 Multifamily
76  Nonfarm. nonresidential. .
77 Farm ... ...

3.232.753
270.380
685,015

81.183

1.763.404
940,595
556,660

38,657
324413
20,866
598,437
470,000
67.367
60765
305
224372
8.503
25.376
180.934
9.469

127.014
22

15

3
41.386
15303
10.940
5.406
9.739
12215
5.364
6.851
17.284
7,203
5,327
4,754
0
14,112
2367
1,426
10,319
0

166.642
151,310
15332
28.460
1.675
26,785
46,892
44.345
2,547

570,666
414,066
404,864

9.202
447.147
2,612

4,535
495,525
486,804

28

5

0

13

10
213,901
179,730
8,701
25469
0

608,247
455,903
65,393
72943
14.009

3436677 3631779 3.700.246 3,848 864 3915412 3.966,770

. 287.761 292.084 301943 310,395 313,285
060.6] 5 703,226 711355 725919 738,301 744,567
82.957 84,620 85.204 87.405 88.060 88.432

PR 447 1.884,623 1.897.191
1004322 1,080,360 1.087.207

919.622 1.945.088 1.967.948 1,979,222
199,643 1.1z2914 1,136.128 1.149.716

611,391 663,614 665.935 670,756 679.217 696.333 705.210
39,360 43842 44,700 45,368 46,529 47037 47,904
331,004 349.081 352,641 358,956 362.353 367,475 371,372
22,567 23.829 23931 24,563 24 815 24.883 25,231
596.191 596.789 602,631 611,735 628.037 628.337 627.212
477.026 482.35) 486,634 498,219 513.291 513,376 513,903
64,333 61,988 6(). S-i() 60.680 61.434 61.624 60,718
5 ] 52,162 52522 52,991 53.007 52255
289 288 315 320 331 336
210.904 207.468 207. 353 208,244 204.138 203,483 202,293
7.018 7316 7273 7.270 6.190 5,817 5412
23902 23435 23427 23,534 23,158 23,082 22,968
170,421 167.095 167.039 167.800 165.096 164,573 163,765
9.563 9.622 9.614 9.640 9.697 10,011 10,148
319.327 313760 312950 314,694 311,697 309,757 303,591
6 2 2 2 2 2 6
6 2 2 2 2 2
0 0 0 0 0 0
41.781 41,791 41.594 41,547 41,575 41,596
13.826 12,643 12,327 11,982 11.630 11,319
11.319 i1.617 11.636 11,645 11,652 11,685
5.670 6.248 6,365 0,552 6,681 6.841
10.966 11.282 11.266 11.369 11,613 11752
10,964 9.809 8.439 8.052 6,627 6.244
4,753 5,180 4,228 3,861 3,190 3,524
6,211 4.629 4211 4,191 3.438 2719
10,428 1.864 0 0 0 0
5.200 691 0 0 0 0
2.859 647 0 0 0 0
2.369 525 [} 0 0 0
0 0 0] 0 0 0
7.821 4.303 5.353 5,016 4,025 2,431
1049 492 839 840 675 365
1.595 428 1.099 955 766 413
SA477 3,382 3616 3.221 2.584 1,653
0 0 0 0 0 0
178.059 183.782 183,531 186,041 185,221 184,445
162,160 168,122 167.895 170,572 170,083 169,765
15.899 15.660 15.636 15.469 15.138 14,680
28.555 28.428 28.891 29362 29.579 29,602
1.671 1,673 1,700 1.728 1,740 1,742
26.885 26,755 2719t 27,634 27.839 27,860
31712 43,781 44,939 44,674 34,668 45,437
38.882 39.929 40.877 40477 40.304 40,691
2830 3,352 4,062 4,197 4,364 4746
1.726.833 1.861.864 1,905,515 1.963.909 2.008.229 2,057.873 2,100,674
450,934 472.292 475829 485,441 497,248 505,977 513,531
441,198 461,447 464,650 473,950 485,303 493,795 500,651
9.736 11.491] 11,945 12,182 12,880
490.85] 536,671 545,608 554.260 562,894
487.725 534,238 543.341 551,513
3126 2313 2433 2,267 2,747
530,343 582959 621,285 636,362 650,780
520,763 569,724 606,271 619,869 633210
9,580 13.235 15.004 16,493 17, 570
19 11 9 7
3 2 1 0 ()
0 ] Q0 0 0
Y 5 3 4 O
7 4 4 3 3 R
254,686 291,551 320,502 329.003 346,853 360,579
202,987 222,892 239,153 244.527 249,700 258.000
14.925 21.279 26,809 28,141 33,689 35.498
26.774 47380 54.541 56,336 63.464 67.081
0 0 0 0 0 0
617972 649140 684.494 699.115 716.590 729,565
460,419 485,464 516.239 529.501 54H.259 555,434
69,615 73,492 75,758 76,622 78.221 79.236
75.257 77.346 79.495 79.874 80,888 81.616
12,681 12.838 13.002 13018 12221 13,280

1 Multifarmly debt refers to Ioans on structures of five or more s

2 Includes loans held by nondeposit trust companies hut not loans held by bank

6. Includes secuntized home equity loans.
trust 7. Other holders include mortgage companies, real estate investment trusts, state and local

departments. credit agencies, state and local retirement funds, noninsured pension tunds, credit unions, and
3. Includes savings banks and savings and loan assoctations. finance comparnies.
4. FmHA-guarantecd securities sold to the Federal Financing Bank were reallocated from SOURCE. Based on data from various institutional and government sources, Separation of
FmHA mortgage pools to FmHA mortgage holdings 1 1986:Q4 becausc of accounting nonfarm morigage debt by type of property, if not reported directly, and nterpolations and

changes by the Farmers Home Administration

extrapolations, when required for some guarters. are estimated m part by the Federal Reserve,

S QOutstanding principal balances of mortgage-backed securities insured or guaranteed by Line 69 from Inside Mortgage Securiues and other sources

the agency indicated.
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1.55 CONSUMER CREDIT"

Millions of dollars, amounts outstanding, end of period

1997"
Holder and type of credit 1994 1995 1996
Jan. Feb. Mar. Apr. May June
Seasonally adjusted
1 Total................ ...l 964,568 1,100,712 1,184,022 1,195,181 1,202,877 1,205,557 1,214,512 1,217,035 1,217,011
2 Automebile 326,356 362,097 390,308 390,649 390,823 390,450 394,260 394,399 394,321
3 Revolying. . R 364,616 441,862 497977 505,306 510,617 509,476 512,381 514,126 516,627
4 Other. ... ..... 273,596 296,753 295,738 299,226 301,437 305,632 307,871 308,510 306,063
Not seasonally adjusted
STotal...... .. ... Ll 988,079 1,128,618 1,214,882 1,204,825 1,197,168 1,193,994 1,202,634 1,206,863 1,211,382
By major holder
6 Commercial banks...................... 462,923 507,753 529,417 525,749 518,596 511,584 516,640 517,956 515,785
7 Finance companies . . . 134,421 152,123 152,391 153,487 153,275 152,995 151,897 154,177 156,450
8 Credit unions . . . ... 119.594 131,939 144,148 144,432 143,788 144,415 146,265 147.558 148.674
9 Savings institutions . 38,468 40,106 44,711 45,095 45,478 45,860 46,243 46,626 47,009
10 Nonfinancial business” .. .. o 86,621 85,061 71,745 73,611 70,599 69,954 69,346 67,744 68,039
11 Pools of securitized assets®. .............. 146,052 211,636 266,470 262,451 265,432 269,186 272,243 272,802 275,425
By major tvpe of credit’
12 Automabile .. ...... ... 328,576 364,726 393,189 389.461 387,539 386.713 389,844 391,259 393437
13 Commercial banks. .. .. . 141,895 149,094 153,983 153,013 151,826 150,458 150,937 151,203 149,029
14  Finance companies ... .. .. 70,157 81,073 86,690 86,809 87,064 85,754 83,230 85,106 86,979
15 Pools of securitized assets®. ............ 36,689 44,635 52,363 49,481 48,195 49,334 53,504 51,505 52,739
16 Revolving. . .......... ... .. 383,187 464,134 522,860 513,437 508,559 502,850 504,916 509,207 513,376
17 Commercial banks. .. .. 182,021 210,298 228,615 223,184 215772 207,251 209,031 212,796 215,342
18  Finance companies . .. 25,880 28,460 32,493 32,262 32,206 33,225 34,345 34411 34,130
19  Nonfinancial business* 56,790 53,525 44,901 41,900 39,813 39433 38,953 37,078 37,283
20 Pools of securitized assets®............. 96,130 147,934 188,712 187,865 192,332 194,549 193,798 195,800 196,906
21 Other .............. 276,316 299,758 298,833 301,927 301,070 304,431 307.874 306,397 304,569
22 Commercial banks. . 139,007 148,361 146,819 149,552 150,998 153.875 156,672 153,957 151,414
23 Finance companies . .. 38,384 42,590 33,208 34416 34,005 34,016 34,322 34,660 35,341
24  Nonfinancial business’® 29,831 31,536 32,844 31,711 30,786 30,521 30,393 30,666 30,756
25  Pools of securitized assets”. ............ 13,233 19,067 25,395 25,105 24,905 25,303 24,941 25,497 25,780
i. The Board’s series on amounts of credit covers most short- and intermediate-term credit 3. Includes retailers and gasoline companies.
extended to individuals. Data in this table also appear in the Board’s G.19 (421) monthly 4. Qutstanding balances of pools upon which securities have been issued; these balances
statistical release. For ordering address, see inside front cover. are no longer carried on the balance sheets of the loan originator.
2. Comprises mobile home loans and all other toans that are not included in automobile or 5. Totals include estimates for certain holders for which only consumer credit totals are
revolving credit. such as loans for education, boats, trailers, or vacations. These loans may be available.
secured or unsecured.
1.56 TERMS OF CONSUMER CREDIT!
Percent per year except as noted
1996 1997
Ttem 1994 1995 1996
Dec. Jan. Feb. Mar. Apr. May June
INTEREST RATES
Commercial banks*
1 48-monthmew car...................... 8.12 9.57 9.05 n.a. na. 8.92 na. na. 9.20 n.a.
2 24-month personal . . .................... 13.19 13.94 13.54 na. n.a. 13.46 n.a. n.a. 13.81 na.
Credit card plan
3 Allaccounts........ ... L 15.69 16.02 15.63 na. n.a. 15.88 n.a. na. 15.75 na.
4 Accounts assessed interest .......... .... 15.77 15.79 15.50 n.a. na. 15.13 na. n.a. 15.72 n.a.
Auto finance companies
SNewear.........oooi i 9.79 1119 9.84 8.60 717 7.44 8.08 8.56 7.80 7.64
6 Usedcar.........ovvuinnnneeiiaan. 13.49 14.48 13.53 13.42 1293 13.08 13.18 13.29 13.48 13.55
OTHER TERMS?
Maturity (months)
T NEW CaI .. o viiet it ie e 54.0 54.1 516 523 55.1 54.6 53.5 528 532 53.3
8 Usedcar. .. ......ooviviiiviiieiinannn 50.2 522 514 499 51.5 511 501 512 513 51.3
Loan-to-value ratio
O NeW Car. ..o 92 92 91 90 92 92 90 91 93 93
10 Usedear. . .........o cooiiiiiin., 9 99 100 99 99 99 99 99 99 99
Amount financed {(dollars)
MU Newear........ooovvoiniin s o 15,375 16,210 16,987 17,670 17,090 16,837 17,198 17,620 18,060 18,171
12 Usedcar.....oovvviiiininn e, 10,709 11,590 12,182 12,492 12,362 12,202 12,194 12,195 12,261 12,239
1. The Board's series on amounts of credit covers most short- and intermediate-term credit 2. Data are available for only the second month of each quarter.
extended to individuals. Data in this table also appear in the Board’s G.19 (421) monthly 3. At auto finance companies.

slatistical release. For ordering address, see inside front cover.
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1.57 FUNDS RAISED IN US. CREDIT MARKETS'
Billions of dollars; quarterly data at seasonally adjusted annual rates
1995 1996 1997
Transaction category ar sector 1992 1993 1994 1995 1996
Q3 B-i Q1 ’ Q2 ‘ Q3 Q4 Ql
Nonfinancial sectors
{ Total net horrowing by domestic nonfinancial sectors . . 545.6 628.8 621.6 719.7 751.8 571.1 590.2 886.1 715.0 712.7 693.2 762.9
By sector and nstrument
2 Federal government. . ........... ... o 304.0 256.1 1559 144.4 145.0 86.0 593 2399 62.4 161.3 116.5 93,7
3 Treasury SCCUMUEs. . ..o voit oo 303.8 2483 155.7 1429 146.6 85.6 54.1 2422 60.2 l64.4 119.8 95.2
4 Budget ageney securities and mung ges. L 2 78 2 15 ~1.6 4 S -2.3 22 -3.1 =33 -14
S Nonfederal. . . ...... 241.6 3727 465.8 5753 606.7 485.1 5309 646.3 652.6 5514 576.7 669 1
By instrument
6 Commercial paper............ .. 8.6 10.0 214 18.1 -9 18.1 141 30.3 (.0 ~16.1 -29.0 13.1
7 Municipal secunties and loans .. . . 30.5 74.8 -29.3 442 1.5 -1072 | —126 —18.9 37.7 -76.2 63.5 268
8 Corporate bonds 67.6 75.2 233 73.3 72.5 59.8 82.0 60.9 71.5 67.8 89.9 79.4
Y Bank loans nec -13.7 3.6 732 99.5 70.2 75.0 779 40.6 75.0 1343 3.0 1384
10 Other loans and advances . 10.1 -04 544 59.0 388 352 61.0 329 26.8 794 16.2 34.9
11 Mortgages 1335 157.0 196.4 2280 2314 247.7 1910 37789 3394 268.0 340.2 206.4
12 Home.. . . ... 190.3 186.4 2039 197.1 281.6 219.2 lo14 333.5 276.1 248.4 268.5 274.3
13 Mlllllldl'ml\/ tesidential ~10.7 -59 1.7 10.5 18.9 1.6 133 14.7 18.3 13.4 29.1 6.3
14 Commercral. .. ... .. —47.5 -239 —1t0 18.7 274 14.8 152 274 39.7 2.7 39.9 14.3
15 Farm ... . . - 1.4 5 1.8 1.7 34 22 1.1 23 5.3 3.5 2.6 1.5
16 Consumer credit ............ e 5.0 61.5 126.3 141.6 932 i56.4 117.5 122.5 91.2 942 65.0 80.2
By barrowwng sector
17 Houschold. ..., 201.0 256.5 3724 3819 4034 413.8 Mo 4733 420.3 3721 3477 391.4
18 Nonfinancial business 19.5 539 133.2 2324 190.5 172.5 207.0 176.4 187.8 240.9 156.8 2375
19 Corporaie .. ... 341 47.7 118.5 197.0 146.4 133.8 1749 130.9 148.3 211.8 94.6 189.2
20 Nonfarm noncorporate —16.4} 4.2 11.9 337 40.8 352 331 45.5 324 30.2 55.0 48.8
21 Farm ... .. ... ... 1.3 2.0 28 1.6 33 3.5 —1.0 B 7.1 -1.2 72 -4
22 State and local government 21.1 623 -39.8 --39.0 129 -101.3 | —108 -36 4.4 -61.6 722 403
23 Foreign net barrowng m United States 237 704 -1583 0.5 674 83.3 76.9 49.1 36.6 106.0 778 25.0
24 Commercial paper. . 52 -49.0 =273 13.6 10.9 237 -39 -8.5 9.5 33.6 33 13.3
25  Bonds ... o 16.8 82.9 12.2 483 46.3 55.2 727 47.9 11 59.7 68.4 17.3
26 Bank loans nec 23 g 1.4 8.5 9.1 82 1y 8.7 15.1 4.7 7.8 -6
27 Other loans and advances ... ........... -6 -42 -6 -8 N 1.3 -39 1.1 7 3.1 -2.2 -9
28 TTotal domestic plus foreign. .. .......... 569.3 699.3 606.4 789.1 819.1 6594 | 667.1 935.3 751.5 818.7 771.0 7919
Financial sectars
29 Total net borrowing by financial sectors . . . ... 240.0 291.3 467.7 447.2 531.2 506.3 574.3 3309 689.3 497.2 607.2 332.8
Bv instrument
30 Federal government-related . 1558 165.3 287.5 2041 2311 2277 3055 137.8 296.0 2404 250.0 112.4
31 Government-sponsored enterprise sceurities . . 40.3 80.6 176.9 1059 90.4 101.5 1321 34 1269 80.0 123.3 0.7
32 Mortgage pool seeurities .. .. Lo 115.6 %47 154 98.2 1417 126.2 1734 106.5 169.1 1604 126.8 1018
33 Loans from US. governmcnl ............ 0 0 -4.8 0 0 0 0 0 0 0 0 0
oPrivate. .. ... . L e 842 126.0 180.2 243.1 300.1 278.6 268.8 3033 256.8 3572 2203
35 Qpen market pdpcr -7 -6.2 41.6 42.6 92.7 437 55.1 105.7 85.2 162.0 1771
36 Corporale bonds . .. 82.7 1192 118.4 185.6 154.3 2173 175.1 204.7 120.7 [BEW] 487
37 Bank oans nec. . ... ... 2.2 -13.0 -12.3 56 145 82 -12 235 4.1 50 -24
38 Other loans and advance! e e -.0 224 220 34 272 49 320 48.6 339 318 —l6.1
39 Mortgages AU 6 3.6 93 5.9 114 4.5 77 10.8 2.9 14.3 16.0
By borrowmng sector
40 Commercial banking. . ................ .. ... 10.0 13.4 20.1 225 1.6 389 -9.7 —325 0.1 15.7 232 19.3
41 Savings institutons . -7.0 113 12.8 2.6 26.0 5.1 315 1.0 2.1 204 247 —-14.6
2 Credit unions . 0 2 2 -1 1 B 0 -1 -2 3 3 -2
43 Lite isurance LOmpd(HC\ . 0 2 3 - 1.1 -1 -4 25 3 -4 20 8
44 Government-sponsored enlcrpr‘isc> . 40.2 80.6 172.1 105.9 9.4 101.5 1321 314 1269 80.0 123.3 10.7
45 Federally related morigage pools 115.6 847 115.4 98.2 140.7 126.2 1734 106.5 169.1 160.4 1268 101.8
46 Issuers of asset-backed securities (ABSsy ... ..... ..., 58.5 82.4 69.5 133.2 130.2 164.8 187.5 137.1 131.1 101.8 150.6 52.6
47 Finance companies .. .................. -1.6 2 50.2 516 48.4 19.8 54.3 47.1 68.4 56.9 211 43.0
48 Mortgage companics ... .. - .. 8.0 0 -5 4 99 4.0 —-10.0 20.0 16.0 1.6 1.8 —2.6
49 Real estate mvestment trusts (RE] TSy oo 3 34 13.7 6.0 128 4.5 83 8.2 11.5 13.7 17.7 18.9
50 Brokers and dealers L. B 27 12.0 .5 -5.0 2.0 2.1 77 —31.8 13.2 5.7 49 -29
50 Funding comporations. . ... ... 13.2 29 242 32,0 624 39.4 -4 RIS 709 35.0 1109 Lo6.t




A38 Domestic Financial Statistics [1 October 1997

1.57 FUNDS RAISED IN U.S. CREDIT MARKETS'—Continued

1995 1996 1997
Transaction category or sector 1992 1993 1994 1995 1996
Q3 Q4 Ql Q2 Q3 Q4 Ql
All sectors
52 Total net borrowing, all sectors . .... o 809.3 | 990.6 | 1,074.1 | 1,236.3 | 1,350.3 | 1,165.7 | 1,241.4 | 1,266.2 | 1,440.8 | 1,3159 | 1,378.2 | 1,124.7
53 Open market paper .. .................. oo 13.1 -5.1 35.7 74.3 102.6 85.5 65.3 39.6 126.3 107.6 136.8 | 2034
54 U.S. government securities . R .| 4598 4214 448.1 348.5 376.1 3137 364.8 371.7 3584 401.7 366.5 206.2
55 Municipal securities. . .. 305 74.8 -29.3 —442 15| -W072 —126 -189 377 -76.2 63.5 26.8
56 Corporate and foreign bonds 167.1 2773 153.9 307.2 2736 3322 3299 256.4 287.4 248.2 302.4 142.4
57 Bank loans nec........ =93 —8.6 62.3 1135 93.8 91.4 88.6 74.7 113.6 143.1 438 1354
58 Other loans and advances . 8.9 8.7 70.7 61.6 66.7 41.3 89.1 28.6 76.1 116.5 458 17.9
59 Mortgages . ......... RN 134.1 160.6 206.2 2338 3428 2522 198.7 385.6 350.1 280.9 354.5 3124
60 Consumer credit. e e e 5.4 61.5 126.3 141.6 932 156.4 117.5 122.5 91.2 94.2 65.0 80.2
Funds raised through mutual funds and corporate equities
61 Total metissues..... ................. ... ... 3125 453.9 153.0 156.3 240.1 197.1 228.6 306.3 396.7 91.9 1654 1843
62 Corporate equities . .. ... ... ... i 1034 130.1 24.1 -17.7 —185 —-49 —15.9 2.5 53.0 —106.3 —232 —54.5
63 Nonfinancial corporattons . ..... ....... .. 27.0 213 -44.9 -738 —81.2 -928 =712 -924 =272 | —1388 | —664 —84.3
64  Foreign shares purchased by U.S. residents 324 634 48.1 50.7 57.8 88.2 574 89.8 69.7 32.1 395 473
65  Financial corporations. . .................... .. 44.0 454 20.9 55 4.9 -3 -2.2 5.1 10.5 5 37 ~17.0
66 Mutual fund shares .. ....... R T 209.1 3237 1289 173.9 258.6 202.0 2445 303.8 3437 198.2 188.6 238.8

1. Data in this table also appear in the Board’s Z.1 (780) quarterly statistical release, tables

F.2 through F.4. For ordering address. see inside front cover.
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1.58 SUMMARY OF FINANCIAL TRANSACTIONS'
Billions of dollars except as noted; quarterly data at scasonally adjusted annual rates
1995 1996 1997
Transaction category or sector 1992 1993 1994 1995 1996
Q3 Q4 Q1 Q2 Q3 Q4 Q!
NET LENDING IN CREDIT N[ARKETS2
1 Total net lending in credit markets .. .. ... 809.3 990.6 | 1,074.1 | 1,236.3 1.241.4 | 1,266.2 | 1.440.8 [ 1,3159 | 1.378.2 | 1,124.7
2 Domesuc nonfederal nonfinancial sectors .. ... .. 1154 76.0 2528 -98.5 —189.9 -78.0 3301 | 1799 -699 | —t138
3 Household ........... ....... 86.0 353 289.9 —19.1 =936 | —1211 310.5 -747 -424 | —1878
4 Nonfinancial corporate business 278 9.1 17.7 -24 -129 404 399 14.8 —218 811
5 Nonfarm noncorporate business -1 -1l 2 3 3 A4 4 4 4 .5
6 State and local governments . 17 PR6| 550 -774 -83.7 24| -208| ~1204 -6.2 -76
7 Federal government . ~-119 —-184 232 =215 -24.4 ~20.7 -15.2 ~26.4 -25.1 - IR7
8 Rest of the world N 9R.4 1293 323 2727 157.6 3411 268.2 4844 5285 360.3
9 Financial sectors ... ... 0607.4 803.7 13.2| 10837 1,298.0 | 1,0238 857.7 | 10378 944.8 896.8
10 Monetary authority . ... 279 36.2 R 12.7 19.7 16.9 9.4 19.3 36 375
11 Commercial banking . 933 14222 634 2659 166.2 1217 190.2 202.0 2377 3103
12 U.S.-chartered banks 69.5 149.6 48.1 186.5 118.1 80.5 125.5 123.6 149.2 2100
13 Foreign banking offices in United States AU 16.5 —9.8 1.2 36.1 442 57.5 729 8.5 92.1
14 Bank holding companies ... Ll 56 Rl 9 46 =51 54 4.8 10.6 22
15 Banks in U.S.-affiliated areas ... .. 37 24 33 74 2. L7 7 - 6.0
I6  Suvings institutions . -79.0 =233 6.7 -68.4 40 40.5 537 —48.8 -10.0
17 Credit unions .. ...... 17.7 217 28.1 19.5 22 348 20.3 24.8 154
18  Bank personal trusts and L\ldl K1) 9.5 7.1 -20.2 -35 42 7.8 72 8.2
19 Life insurance companies . 79.5 1009 66.7 534 48.7 25 120.1 67.6 56.1
20 Other insurance c.ompame\ 6.7 27.7 249 223 236 237 249 25.3 202
21 Private pension funds . .. o 7.5 495 47.7 81.3 69.5 454 419 29.5 57.6
22 State and local govemnment retirement funds . L 5.9 211 30.7 202 62.1 50.6 8.0 17.3 -8
23 Money market mutual funds. o 4.7 2014 30.0 1251 175.0 18.4 88.5 734 77.4
24 Muwal funds .. ... e 126.2 159.5 =71 141.9 818 54.1 383 21.8 379
25 Closed-end funds ... ............... 18.2 14.4 -33 13.2 109 9.8 9.0 7.5 6.7
26 Government-sponsored enterprises 68.8 88.6 120.6 186.5 334 1222 82.1 137.5 63.2
27  Federally related mortgage pools . [15.6 84.7 1154 1734 106.5 169.1 160.4 126.8 101.8
28 Asset-backed securities issucrs (ABS 537 79.9 62.8 1414 1173 120.9 75.4 107.3 27.6
29 Fimance companies . ... 7.5 =9.0 68.2 53.7 409 413 559 343 723
30 Mongage companies . B 0 =240 -36.4 518 -26.8 34 4.1 -50
3 Real estate mvestment trusts <RElT«) t 6 47 34 34 34 34 2.0 20
32 Brokers and dealers.. ..., ... . e -3 148 -44.2 189.3 | —109.0 —72.0 355 770 -1y
33  Funding cnrporations e s 13.3 -35.6 -16.7 12.8 116.7 159 -11.9 -10.9 26.6
RELATION OF LIABILITIES
TO FINANCIAL ASSETS
34 Net flows through credit markets .. ... . ..., ... 809 990.6 | 1,074.1 | 1,236.3 | 1.350.3 | 1,165.7 | 1.241.4 | 1,266.2 | 1.440.8 | 1,3159 | 13782 | 1.124.7
Other financal sources
35 Official foreign exchange . .......... ... ... ... ..., -1.6 8 -5.8 8.8 -6.3 9.0 -19 -9 1.6 —26.6 N =222
36 Special drawing rights Certiticates -2.0 0 .0 22 -5 8.6 0 0 0 —1.8 0 =21
37 Treasury currency . ... ... 2 A4 7 .6 0 8 0 0 0 23 -2.3 4
38 Foreign deposits S - 35 -18.5 54.0 335 47.7 -29.5 182 85.0 9 1132 ~8.5 594
39 Ne interbank transactions. .. .. ... ... 494 50.5 8.8 9.9 -52.7 -3 80.9 -90.4 ~543 | -1130 47.0 | —126.2
40 Checkable deposits and currency . 1135 {17.3 -9.7 -128 160 [ —113.1 -69.3 4.5 1071 -91.0 1234
4] Small ume and savings deposits ... ... -572 —70.3 ~40.0 96.5 97.0 145.6 1149 —4.6 84.6 95.6 170.8
42 Large ume deposits. . . . . . . =732 =235 19.6 63.6 1139 80.2 -9 835 1825 1344 458
43 Money market fund shares . 4.5 20.2 43.3 1423 1458 1229 1511 3 4.1 1474 187.7 218
44 Security repurchase agreements 431 712 783 110.7 386 92.6 62.2 —-19.3 117.9 -294 853 30.7
45 Corporate equities 1034 130.1 24.1 —17.7 —-18.5 -4.9 -15.9 25 53.0 [ —106.3 -232 -54.5
46 Mutuat fund shares 209.1 3237 128.9 173.9 258.6 202.0 2445 303.8 3437 198.2 188.6 23R8
47 Trade payables 46.6 524 91.0 1025 74.3 147.0 98.7 62.3 1374 -7.2 1049 77.3
48 Sceunty credit .. e 4.0 614 -1 267 524 RRN| 50.1 1206 -37.7 —4.3 1311 1034
49 Life insurance reserves .. . ... 28.0 36.0 34.5 449 40.0 33.1 38.3 19.0 32.5 56.6 51.8 58.5
50 Pension fund reserves 2338 259.1 2577 247.6 274.7 250.8 196.2 260.9 238.3 2911 308.5 290.9
51 Taxes payable 9.7 5.2 32 1.3 2.6 34 -10.2 5.6 6.6 -12 - —8.2
52 Investment in bank pereondl trusts -7.1 9 17.8 —49.7 125 -65.8 -392 -6 11.8 19.2 19.8 23.5
53 Noncorporate pmpnelore equity . ... 299 355 27.9 335 25.7 36.4 29.8 26.0 14.8 432 18.8 322
54 Miscellaneous ..... .  ........... 2678 3639 290.2 564.0 500.8 5102 899.1 596.% 329.6 4246 652.3 660.2
55 Total financial sources .. . . ... .. 1L.808.3 | 2,407.0  2.179.5 | 2,820.6 [ 2,972.9 | 2,613.9 | 3,087.9 192.3 | 2,724.3 696.0 | 3,279.2 | 3,028.5
Liabilites not wdentified ay assets ()
56 Treasury currency ~.2 -2 -2 —.5 -1.0 -3 -1.0 =11 -1.0 1.3 =31 -3
57 Foreign depos: . 28 7.0 44.0 26.7 29.7 -56.0 19.3 62. 313 88.6 —63.9 41.6
58 Net interbunk liabilities. . S -4 4.2 -2.7 -3 -34 12.3 -23.6 10.9 -269 -9.2 11.6 269
59 Secunty repurchase agrcemulls ..... 3.7 46.4 57.3 551 289 75.7 309 27.2 S| 1120 852 -70.1
60 Taxes pavabie C A 1y fr ¥.6 8.7 37 10.3 2.2 —232 249 99 32 -342
61 Miscellancous ... ... N =379 —147.1 -139.2 —4.3 -71.0 —45.1 2463 | 1471 | 2175 —624 143.0 —2¥5
Floats not included in assets (—)
62 Federal government checkable deposits  .............. 7 -15 —-4.8 -6.0 5 38 -138 8.6 -10.5 28.0 -24.2 -39
63 Other checkable deposits N 1.6 —1.3 -28 -38 —4.0 -32 —4.7 -8 —4.2 - —4.0 —4.1
64 Trade credit ... ..o 1.2 —40 8.3 273 - 32.0 <433 | —1493 45.1 26.6 -98.6 | —101.0 -8
65 Tatal identified to sectors as assets . . . 1.824.0 | 2,506.8 | 22111 | 2,775.0 | 3,021.6 | 2,659.7 | 2981.6 | 3.212.9 | 2,786.6 | 2.854.5 | 3,232.3 | 3,101.9

1. Data n this table also appear in the Board’s Z..[ (780) quarterly statistical release, tables

F.1 and E5. For ordering address, see mside front cover.

2. Excludes corporate cquties and mutual fund shares.
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1.59 SUMMARY OF CREDIT MARKET DEBT QUTSTANDING'

Billions of dollars, end of period

1

2
3
4

24
25
26
27

40
41
42
43
44

46
47
48
49
50
s
3

58
59
60
61

1995 1996 1997
Transaction category or sector 1993 1994 1998 1996
Q3 Q4 Qt . 2 Q3 \ Q4 Q)
Nonfinancial sectors
Total credit market debt owed by
domestic nonfinancial sectors . ....... ... 12.538.8 | 13,166.6 | 13,8863 | 14,638.1 | 137029 | 13,8863 | 14,084.8 | 14,2373 | 144245 | 14.638.1 | 14,808.2
By sector and instrument
Federal government .. ...................... 33365 34923 36367 3,781.8 3.603.4 3,636.7 37172 3.693.8 37331 3.781.8 3,829.8
Treasury secunities .. ... ....... ces 33099 3.465.6 36085 37550 3.576.5 3.608.5 3.689.6 3.665.5 370587 37551 3.801.5
Budget agency securities and morigages .. ... 26.6 26.7 282 26.6 26.9 282 27.6 28.2 274 26.6 26.3
Nonfederal ... . ..... . ... ... 92023 9,674.3 | 10,249.6 | 108563 | 10,0995 | 10,2496 | 103676 | 105435 | 10,6914 | 108563 | 109784
By instrument
Commercial paper ..... ................. 117.8 139.2 157.4 156.4 163.3 157.4 174.2 181.7 173.0 156.4 168.7
Municipal securities and loans . 1.377.5 1.348.2 1,304.0 1.305.5 1.308.2 1.304.0 1.300.8 1,306.8 1.290.6 1.305.5 1,314.2
Corporate bonds 1.229.7 1,253.0 1,326.3 1.398.8 1,305.8 1.326.3 1.3415 1,359.4 13764 1,398.8 1,418.7
Bank loans nec. ...... ... ... .. 6759 749.0 848.4 918.6 824.3 848.4 856.4 878.4 906.3 918.6 953.1
Other loans and advances . ...... ... ... 677.1 737.8 796.8 835.6 782.1 796.8 809.3 815.7 831.8 835.6 848.7
Mortgages. . 4.260.4 1.456.8 4.684.8 5.016.2 4.637.6 4.684.8 4.762.4 4.853.5 4931.7 5.016.2 5.073.0
Home ..... 3.232.8 3.436.7 36338 39154 3.594.0 3,633.8 37002 3.775.6 38489 3.915.4 3,966.8
Multifamily r . 267.4 269.1 279.6 298.5 276.3 279.6 283.3 287.9 291.2 298.5 300.1
Commercial ....................... 679.0 668.1 680.8 714.2 683.0 680.8 693.6 703.5 7042 714.2 717.8
Farm . ..., ..., o 81.2 83.0 84.6 88.1 84.4 84.0 85.2 86.5 874 88.1 88.4
Consumer credit ...... ...... ..... R639 990.2 L131Y 1.225.1 L0782 IWEYIC] 1.123.0 1.1479 11816 1.225.1 1.2020
By borrowing sector
HOUSShOld ................ 42870 4.659.0 5,040.9 54443 49321 5.040.9 5.1034 5,216.2 5.329.0 54443 54828
t i 3.757.1 3,896.9 4.129.3 43197 4,084.3 4,129.3 4.184.2 4,239.6 4.287.3 43197 4.391.3
......... 24957 2.620.8 2.817.8 29642 2.779.6 2,817.8 2.863.9 2.906.1 29459 2.964.2 3.026.3
12300 1.135.0 1.168.7 1.209.5 11599 1,168.7 1.180.0 1,188.2 1,195.2 1.209.5 1,221.6
Farm. ...... ..., cee 138.3 143 1 1427 146.0 144.8 1427 140.3 1453 146.2 146.0 1435
State and local povernment..... ......... 1,158.2 1,118.4 1.079.4 1.092.3 1,083.1 1.079.4 1.080.0 1,087.7 1.075.1 1,092.3 1.104.3
Foreign credit market debt held in
United States .... . ..... L 385.6 370.4 439.9 507.2 419.8 439.9 450.8 459.6 487.1 507.2 513.3
Commercial paper ............. ........ 68.7 41.4 55.0 65.8 55.8 55.0 515 534 64.8 65.8 67.9
Bonds . ..... . 2301 2423 290.6 337.3 2724 290.0 302.5 305.3 320.2 3373 3417
Bank loans nec, . . . A 24.6 26.1 336 437 316 346 36.8 40.5 41.7 437 435
Other foans and advances ................ 62.1 60.6 59.7 60.4 60.0 59.7 60.0 60.4 60.4 60.4 60.3
Total credit market debt owed hy nonfinancial
sectors, domestic and foreign ... ... ... . 12,9243 | 13,537.0 | 14,326.2 | 15,1453 | 14.122.7 | 14,326.2 | 14.535.6 | 14,6969 | 149116 | 151453 | 153215
Financial sevtors
Total credit market debt owed by
financial sectors .. ... . PP 3.321.7 3,794.6 423944 4,775.6 4,096.3 4,244.4 3,3254 4,497.8 4,619.7 4.775.6 4,857.9
By instrument
Federal govemment-related . ... ... Lo 1.885.2 21727 2.376.8 26079 2.300.1 2,376.8 24141 2.489.5 2.545.3 2.607.9 2.639.7
Government~ sponsored enterprs: SCtlanC\ P 523.7 700.6 806.5 896.9 773.5 806.5 814.4 846.1 866.1 896.9 899.6
Mortgage pool securities . ................... 1,356.8 1,472.1 1.570.3 17110 1.526.6 1,570.3 1.599. 7 1.643.4 1 679 2 1,711.0 1.740.1
Loans from U.S. govemment 4.8 0 0 0 .0 0 . 0 .0
Private A e 1,436.4 1.621.9 1.867.6 2,167.7 1.796.2 1.867.6 1911 4 2.008.3 2,074, -1 2.167.7 2.218.2
Open market papev .......... 393.5 442.8 488.0+ 580.7 473.6 488.00 4919 3185 339.6 580.7 624.5
Corporate bonds . . . 857.6 973.5 1.159.1 1,313.4 1.112.6 1,159.1 11927 12424 1,274.8 1,313.4 1.321.2
Bank loans n.e.c. 67.6 553 60.9 75.4 60.3 60.9 66.7 724 733 754 743
Other loans and advances. . 108.9 131.6 135.0 1622 127.0 135.0 1336 145.8 154.2 1622 158.2
Mortgages. ... ... 89 18.7 246 36.0 227 246 26.5 292 324 36.0 40.0
By borrowing sector
Comunercial banks. .. . ... . ..., 84.6 945 102.6 122 (02,0 102.6 100.5 1036 106.7 1122 1145
Bank holdmg Lompan’ 1234 133.6 148.0 150.0 150.3 148.0 141.4 148.4 149.1 150.0 152.0
Savings institutions . 99.6 1124 115.0 i41.1 107.2 115.0 117.8 128.3 134.9 141.1 1374
Credit unions . . . . 2 5 4 4 4 4 4 3 4 4 4
Lafe insurunce Lomp.xme\ T 2 6 S 1.6 0 3 8] 1.2 it 1.6 1.8
5 Government-sponsored enterpi 528.5 700.6 806.5 896.9 7735 806.5 8144 846.1 866.1 896.9 899.6
Federally related mortgage pools . .- 1.356.8 1472.1 1,570.3 1.711.0 1,526.6 1,570.3 1,599.7 1,643.4 1.679.2 1.711.0 1,740.1
Issuers of asset-backed securities ( ABS%) 486.7 556.2 689.4 819.6 639.8 689.4 720.3 751.7 779.3 819.6 829.1
Brokers and dealers . e 337 34.3 293 27.3 274 203 21.4 24.6 26.1 27.3 26.6
Finance companies . . 390.5 440.7 4923 540.7 4719 492.3 109.8 5144 5284 540.7 546.9
Mortgage companies 30.2 18.7 19.1 29.0 216 19.1 24.1 28.1 28.5 29.0 28.3
Real estate investment 17.4 311 37.1 499 350 7.1 39.1 42.0 454 49.9 54.6
Funding vorporations .. .. .. Lo 169.9 199.3 2339 296.0 2399 2339 245.6 265.6 2745 296.0 3266
All sectors
Total credit market debt, domestic and foreign 16.246.0 | 173317 | 18,570.6 | 199209 | 182190 | 18,570.6 | 18,861.0 | 19,1947 | 19,5313 | 19,9209 | 20,1794
Openmarketpaper . ............... ......... 580.0 623.5 7004 803.0 692.7 700.4 717.6 753.6 7774 803.0 861.1
US. government secu . . . 53,2169 5.665.0 6,013.6 6.389.7 5.903.5 6,013.6 6.131.3 6.183.2 6,278.4 6,380.7 6.469.4
Municipal securities. . ........ ... ... 1.377.5 1,348.2 1,304.0 1.305.5 1.308.2 1,304.0 1.300.8 1.306.8 1,290.6 1.305.5 13142
Corporate and foreign bonds . ....... ...... 23174 2.468.8 2,776.0 3.049.6 2,690.8 2.776.0 2.836.7 2907.1 29714 3.049.6 3.081.6
Bank loans ne.c. . 768.0 830.4 943.9 1.037.7 916.2 943.9 939.9 991.4 1,021.3 10377 1,070.9
Other loans and advances 8329 929.9 991.5 1.058.2 969.1 991.5 1.002.9 1.021.8 1.046.5 1,058.2 1.067.2
Mongages. ... .. L . oo 42683 4,475.6 4,709.4 5.052.2 4.660.3 4,709.4 47889 4.882.7 4.964.1 5.052.2 3,113.1
Consumer credit . . . . e ¥63.9 990.2 11319 1.225.1 1.078.2 L1319 1.123.0 1.147.9 1,181.6 1,225.1 1,202.0

1.

L.2 through L 4. For ordering address. see nside front cover

Data i ths Lable also appear n the Board™s Z.1 {780) gquarterly staustical release, tables



Flow of Funds A4l
1.60 SUMMARY OF FINANCIAL ASSETS AND LIABILITIES'
Billions of dollars except as noted, end of period
1995 1996 1997
Transaction category or sector 1993 1994 1995 1996
Q3 Q4 Ql Q2 Q3 Q4 Ql
CREDIT MARKET DEBT QUTSTANDING?
1 Total credit market assets ....................... 16,246.0 | 17,3317 | 18,570.6 | 19,9209 18,219.0 | 18,570.6 | 18,861.0( 19,194.7 | 19,531.3 | 19,920.9 | 20,1794
2 Domestic nonfederal nonfinancial sectors ............ 2,786.5 3,069.6 29359 2,963.1 2,9896 29359 2,891.1 29725 2,949.2 2,963.1 2911.2
3 Houschold ........................ 1,693.0| 20133 1.959.1 2,003.8]| 2,005.5 1,959.1 1,928.1 1,999.9 | 2,0024( 20038 19588
4 Nonfi ial corporate b . 271.5 289.2 286.8 305.1 2738 286.8 273.6 285.7 291.6 305.1 3013
5  Nonfarm noncorporate business . . 37.0 37.2 37.5 379 374 375 37.6 377 37.8 379 38.0
6 State and local governments . 784.9 729.9 652.5 616.3 672.9 652.5 651.8 649.1 617.4 6163 613.0
7 Federal government 2317 207.5 186.1 164.2 192.2 186.1 180.8 177.0 170.5 164.2 159.5
8 Rest of the world .. 1,147.8 1,254.7 1,561.8 1,967.3] 14934 | 15618 16536 17182 1,840.6 19673 2,063.8
9 Financial sectors. . .. .. 12,0800 [ 12,799.8 | 13,8869 | 14,826.2| 13,543.9 | 13,8869 | 14,1355 14,3269 | 14,571.0| 14,826.2 | 15.045.0
10 Monetary authority. . 336.7 368.2 380.8 393.1 370.6 380.8 379.6 386.3 386.2 393.1 397.1
11 Commercial banking . ... 3,090.8 | 32543 | 3,520.1 3,7080| 34732 | 3,520.1 35416 3,590.8| 3,643.3( 3,708.0( 3,778.8
12 U.S.-chartered banks. ................ 27215 2,869.6 | 3,056.1 3,175.9] 3,023.7| 3.056.1 30688 3,101.3 | 3,1353( 3,1759( 3,220.9
13 Foreign banking offices in United States 326.0 337.1 412.6 4758 401.1 412.6 4222 437.1 454.2 475.8 499.5
14 Bank holding companies ............. 17.5 18.4 18.0 22.0 16.9 18.0 16.8 18.1 19.3 220 22.5
15 Banks in U.S.-affilhated areas. 258 292 334 344 31.5 334 339 343 345 34.4 359
16 Savings institutions 914.1 920.8 913.3 933.2 930.4 913.3 921.8 932.0 945.4 933.2 930.7
17 Credit unions ......... 218.7 246.8 263.0 288.5 258.5 263.0 267.0 276.9 282.6 288.5 290.9
18  Bank personal trusts S 240.9 248.0 229.2 233.1 234.2 229.2 2283 2294 2313 233.1 2352
19 Life insurance companies . .. .. 14160 | 14826 1,581.8 1,641.51 1,571.2 1,581.8 1,596.2 1,596.7 1,627.0| 1,6415 1,657.6
20 Other insurance companies . 422.7 446.4 468.7 492.8 463.0 468.7 4745 480.2 486.4 492.8 499.3
21 Private pension funds .... ... 611.4 659.2 7223 768.8 701.9 7223 739.6 751.0 761.4 768.8 7832
22 State and local government retirement funds . . R 4234 454.1 476.8 5113 470.6 476.8 491.9 505.0 506.3 511.3 5102
23 Money market mumal funds ... ... 429.0 459.0 5455 6343 505.7 545.5 5956 594.7 606.6 634.3 659.0
24 Mutal funds ............. 7259 718.8 7713 820.2 739.2 7713 795.9 809.0 818.3 820.2 8342
25 Closed-end funds ............... 82.0 78.7 92.0 101.3 88.7 92.0 94.8 97.2 99.5 101.3 103.0
26 Government-sponsored enterprises . . 546.4 667.0 755.0 822.5 708.4 755.0 762.7 767.6 788.2 822.5 837.6
27  Federally related mortgage pools . .. 1,356.8 | 147211 1,5703 | 1,711.0] 15266 | 1,5703 | 1.5997| 16434 1,6792] 17110 1,790.1
28  Asset-backed securities issuers (ABSs) . 4579 520.7 633.7 738.9 595.7 633.7 659.7 688.5 709.5 7389 742.2
29  Finance companies. ................... . 482.8 551.0 615.2 658.3 594.7 615.2 621.7 633.2 642.0 658.3 672.7
30 Mortgage companies .............. 60.4 36.5 330 412 422 330 46.0 39.3 402 412 399
31 Real estate investment trusts (REITs). 8.6 13.3 15.5 18.5 14.7 15.5 163 17.2 18.0 8.5 19.0
32  Brokers and dealers .............. .. 1375 933 1834 166.3 136.1 1834 156.2 138.2 147.1 166.3 163.4
33  Funding corporations .................. ...... 117.9 109.0 1159 143.4 118.3 1159 146.5 150.3 152.6 1434 151.1
RELATION OF LIABILITIES
TO FINANCIAL ASSETS
34 Total credit marketdebt ... ..... ........ .. .... 16,246.0 | 17,331.7 | 18,570.6 | 19,9209 18,219.0 | 18,570.6 | 18,861.0 | 19,194.7| 19,531.3 | 19,920.9 | 20,1794
Other liabilities
35 Official foreign exchange. ......................... 534 532 63.7 537 65.1 63.7 62.1 61.4 543 §3.7 46.3
36 Special drawing rights certificates. . 8.0 8.0 10.2 9.7 10.2 10.2 10.2 10.2 9.7 9.7 9.2
37 Treasury currency.............. 17.0 17.6 18.2 18.2 18.2 18.2 18.2 18.2 18.8 18.2 18.3
38 Foreign deposits . . .. 271.8 3246 3614 409.1 353.6 361.4 3827 382.9 4112 409.1 4239
39 Net interbank liabilities . ...... 189.3 280.1 290.7 239.6 267.2 290.7 266.0 249.1 2236 239.6 204.0
40 Checkable deposits and currency 1,251.7 1,242.0 1,229.3 1,245.2 1,200.3 1,229.3 1,183.3 1,212.3 1,220.8 1.245.2 1,218.9
41 Small time and savings deposits . . 22232 | 21833 | 22797 2,376.7| 2,255.8 | 2279.7 2,3423 ] 23401 | 23574 23767 | 24287
42 Large time deposits ........ 3917 4112 476.9 590.8 4771.5 476.9 493.6 5111 557.6 590.8 605.4
43 Money market fund shares . ... 559.6 602.9 745.3 891.1 702.7 745.3 816.9 809.5 838.1 891.1 950.8
44 Security repurchase agreements. 471.1 549.4 660.1 698.7 654.8 660.1 666.1 692.1 687.6 698.7 717.1
45 Mutual fund shares. .......... 1,375.4 1,477.3 1,852.8 2,3424| 1,7820| 1,852.8 1,997.0( 21299 22il6| 23424 24103
46 Security credit . ... .. 279.0 279.0 305.7 358.1 286.1 3057 326.9 318.6 3178 358.1 3744
47 Life insurance reserves . 470.8 505.3 550.2 500.2 540.6 550.2 555.0 563.1 5772 590.2 604.8
48 Pension fund reserves . . 46429 | 48484 | 55708 6,2859| 54420 | 55708 57483 | 58834 60132 62859 63967
49 Trade payables . ... 1,048.2 | 1,139.2 1.241.7 1,316.0 11,1922 1,241.7 1,229.1 1,2644| 1,263.9| 11,3160 1,307.7
50 Taxes payable ................ 849 88.0 89.3 91.9 91.9 89.3 94.3 90.3 92.1 919 936
51 Investment in bank personal trusts .. 691.3 699.4 767.4 872.0 758.6 767.4 793.7 811.7 829.0 872.0 890.4
52 MiSCEANEOUS ...« eseeeee e 51766 | 54629 | 59289 | 62744]| 57573 | 59289 | 6067.5| 6089.1| 61973 62744 63876
53 Total liabilities. . ...... . ................ .. ... 35,451.8 | 37,503.8 | 41,012.7 | 44,584.6| 40,075.1 | 41,0127 | 41,9140 42,632.0 | 43,412.6 | 44,584.6 | 45,267.5
Financial assets not included in liabilities (+)
54 Gold and special drawing rights 20.1 211 22.1 21.4 22.1 221 22.1 220 21.2 214 209
55 Corporate equities o 6,280.0 6,263.3 8,389.9 | 10,090.0| 79724 8,389.9 8,875.8 9,170.9 9,387.4( 10,090.0 | 10.099.2
56 Houschold equity in noncorporate business ........... 2,499.5 2,591.5 2,702.8 2,740.7| 2,657.7 2,702.8 2,739.5 2,762.5 2,787.2 2,740.7 2,827.2
Liabilities not identified as assets (—)
57 Treasury CUfTency. .. .. ....... cveerrin wnrennns -5.1 -54 -58 -6.8 —5.6 -58 —6.1 -6.3 —6.0 —6.8 -6.9
58 Foreign deposits . . 232.6 2778 307.6 337.2 299.7 3076 3232 3311 353.2 3372 3476
59 Net interbank transactions . . . . . -47 —6.5 -9.0 -108 .1 -9.0 -2.6 -8.0 -1L6 —10.8 -8
60 Security repurchase agreements. —16 55.7 110.9 139.8 115.1 110.9 121.7 1414 129.7 139.8 125.3
61 Taxes payable .............. . 26.8 354 4.1 45.1 39.1 44.1 239 38.0 419 451 311
62 Miscellaneous ........... .. ...l —869.9 ~959.9 =9933 | —1,2404 | -876.3 —-9933 | —1,052.2 | ~1,145.9 | —1,140.7 | —1,240.4 [ ~1,181.9
Floats not included in assets (—)
63 Federal government checkable deposits ... .......... 5.6 34 31 -1.6 6 3.1 0 —34 =17 -1.6 -97
64 Other checkable deposits . 40.7 3380 342 30.1 273 342 296 318 23.1 30.1 256
65 Trade credit ............ .. .ocoveniiiniiiiiai.s —2480| —240.7| -2680 —2999| -316.7| -268.0 -319.2| -3297| -~3655| -2999| -3672
66 Total identified to sectors as assets . ............... 45,075.0 | 47,1817 | 52903.7 | 58,444.0 | 51,444.0 | 52,903.7 | 54,4331 55,5384 56,586.0 | 58,d44.0 | 59,252.7

1. Data in this table also appear in the Board's Z.1 (780) quarterly statistical release, tables

L.1 and L.5 For ordering address. see inside front cover.

2. Excludes corporate equities and mutual fund shares.



A42 Domestic Nonfinancial Statistics 1 October 1997

2.10 NONFINANCIAL BUSINESS ACTIVITY Selected Measures

Monthly data seasonally adjusted, and indexes 1992=100. cxcept as noted

1996 1997
Measure 1994 1995 1996
Nov Dec Jan Feb. Mar. Apr. May! June' July
| Industrial production’. . . 108.6 121 115.2 117.2 1177 1178 1184 118.8 119.3 119.. 119.6 119.8
Market groupings
2 Products. total . ... L0 L 106.8 109.3 12,0 T4t 1143 114.2 114.8 115.2 1154 115.6 116.0 t15.9
3 Fanal, totul 1074 1099 1128 Hidg 1153 1151 156 116.3 116.6 116.7 117.4 117.2
4 Consumer onods 1074 108.9 110.5 112.3 127 1117 111.6 121 1121 1121 1125 112.3
5 Equipment . ............. 106.6 16 116.8 119.0 119.6 120.8 122.6 123.5 124 3' 124.8 125.8 125.8
6 Intermediate 106.1 107.5 109.4 1119 1113 1.6 112.0 112.1 112.0 1121 1119 111.8
7 Matenals 111.3 116.6 120.3 122.2 1231 123.4 124.) 124.5 125 § 125.2 125.3 126.0
Industry groupings
& Manufacturing ... . . L. 1094 1132 116.3 1185 119.2 119.3 120.1 120.6 1209 121 ¢ 121.3 1214
9 Capacity utilization, manufacturing (percent)” 83.1 831 82.1 824 82.5 824 82.6 82.7 82,6 82.4 823 82.1
10 Construction contracts” .. . . .. ... 117.3 1.7 130.2° 1320 128.0 130.0 131.07 133.0 137.0° 136.0 134.0 129.0
11 Nonagricultural employment, total* 112.0 115.0 117.3 118.1 118.3 118.6 118.8 119.0 119.3 119.5 119.7 120.0
12 Goods-producing, total . ... .. 96.9 98.1 98.3 99.3 99.5 99.6 99.9 100.0 100.0 100.1 100.2 100.2
13 Manutacturing, totat . . 96.4 9712 96.2 97 1 971 972 972 97.2 97.4 974 97.5 97.5
14 Manufacturing., production worker 975 98.7 97.3 98.3 9% 4 YK.5 58.5 98.6 98.6 987 98.7 98.8
15 Service-producing 116.8 1203 1233 124.1 124.4 1246 124.9 125.1 1255 125.7 126.0 126.4
t6 Personal income, total ... ... .. Ce 148.97 158.2" 167.07 170.1° 17t 17237 173.6' 174.6' 1749 1755 176.6 n.a.
17 Wages and salury disbursements, . ... 142.6 150.9 159.8 163 4 165.2 165.2' 167.2° 168.1' 168.2° 108.7 170.2 na
18 Mdnutatlurmg ................. 1249 130.4 1357 137.7 138.9' 138.9" 139.5' 140.5' 140.7 140.9 141.3 n.a.
19 Dlspmdbge pueondl income® .. ...l 149.7° 158.7" 166.2 168.7° 169.7' 170.6 171.7 172.5 172.7 173.1 174.1 n.a.
20 Retad sales” ... . L0 ool L 1446 1582 158.5" 160.5 161.3 1630 166.1 165.6 163.7 163.3 164.3 1654
Prices®
21 Consumer (1982-84=100) .. ...... 148.2 1524 156.9 153.6 158.6 159.1 159.6 160.0 160.2 160.1 160.3 160.5
22 Producer tinished goods 11987“ 1o, 1255 1279 131.3 1326 1327 1326 ti22 132.1° 131.6 131.5 131.6 1313

1 Data in this table also appear in the Board’s G.17 (419) monthly staustical release For
the ordering address. see the inside front cover. The latest historical revision of the industrial
production ndex and the capacity utihzation rates was released i January 1997 See
“Industrial Production and Capacity Utilization: Historical Revision and Recent Develop-
ments.” Federal Reseeve Bullenn, vol. 83 (February 1997). pp. 67-92. The arucle contains a
description of the new aggregation system for industeial production and capacuty utilization
For a detailed deseripyion of the idustrial production indea, see “Industrial Production® 1989
Developments and Historical Revision,” Federal Reserve Bulletin, vol. 76 (April 1990). pp.
187-204.

2 Rauo of mdex of production to index of vapacity Based on data from the Federal
Reserve. DRI McGraw-Hill, U.S. Department of Commerce. and other sources

3 Index of dollar value of total construction contracts, including residentsal, nonresiden-
tul. and heavy engineening, from McGraw-Hill [nformation Systems Company. FW Dodge
Division.

4. Based on data from U.S. Department of Labor, Employment and Earnings. Serics covers
employces only, excluding personnel! in the armed forces

5. Based on data from U.S. Department of Commerce. Surves of Current Business.

6. Based on data not seasonally adjusted. Seasonally adjusted data for changes in the price
indexes can be obtamned from the U.S. Department of Labor, Burcau of Labor Statistics,
Monthiy Lubor Review

NOTE. Basic data (not mdexes) for sertes mentioned in notes -4 and 5. and indexes tor series
mentioned 1n notes 3 and 6, can also be found in the Survey of Current Business,

Firgures for mdustrial production for the latest month are preliminary, and many figures for
the three monthy preceding the latest month have been revised, See “*Revent Developments m
Industnal Capacity and Utilization,” Federal Reserve Bullenn, vol. 76 (June 1990), pp.
411-35. Sce also “Industrial Production Capacity and Capacity Utlization since 1987,
Federal Reserve Bulleiin, vol. 79 (June 1993). pp. 590-605.

2.11 LABOR FORCE. EMPLOYMENT, AND UNEMPLOYMENT
Thousands of persons; monthly data seasonally adjusted
1996 1997
Category 1994 1995 1996
Dee. Jan. Feb Mar. Apr. May Junc' July
HOUSEHOLD SURVEY DATA!
i Cnvilian lubor force’ 131.050 132304 133943 135,022 135,848 135.634 136.319 136,008 136473 136,200 136.290
Employment
2 Nonagricultural industries’ ...... ... ..., 119,651 121.460 123264 124,429 125.112 125138 125,789 125,887 126,209 125,973 126,226
3 Agricultare. .. . L0 o0 L 3.409 3,440 3443 3,426 3468 3292 3.386 3.497 3430 3,391 3,482
Unemplovment
4 Number e e B 7.996 7,404 7.236 7,167 7.26% 7.205 7.144 6.714 6,534 6.836 6,583
5 Rate (percent of uw]mn labor force) ......... 6.1 5.6 54 5.3 5.4 53 5.2 49 4.8 5.0 4.8
ESTABLISHMENT SURVEY DATA

6 Nonagricultural payroll cnlploymcnt" ...... 114,172 117,203 119,549 120,659 120,909 121,162 121,344 121,671 121,834 122,062 122,378
7 Manufacturing ... ..., 18.321 18.468 18.282 1%.448 18,465 18475 18.489 18,495 18,498 18,520 18,515
8 Mining . 601 580 570 571 574 574 572 573 576 576 574
9 Contract construction. 4.986 5,158 5405 5.521 5,542 5.604 5,609 5,599 5.628 5.624 5.627
10 Transportation und publlc Lmlmcs 5,993 6,165 6218 6288 6,351 6405 6421 6431 6,430 6,461
il Trade . ... ... 26,670 27.585 28,178 28471 28.487 28.556 28,651 28,656 28,711 28,805
12 Finance 6.896 6.830 6.977 6,962 6.97t 6,992 7,019 7.029 7,038 7.064
13 Service .. 31,579 33,107 34.360 34.884 34990 35,176 35,334 35.451 35521 35,634
14 Goveilnment , ., 19,128 19,310 19459 19514 19,529 19,545 19,579 19,565 19,642 19,698

I Beginming January 1994. reflects redesign ol current population survey and population
controls from the (990 censusy

2. Persons sixteen years of age and older, including Resident Armed Forces. Monthty
figures arc based on sample data collected during the calendar week that contains the twelfth
day: annual data are averages of monthly figures. By definwon, seasonality does not exist in
population figures.

3. Inctudes self-employed, unpaid farmly. and domestic <ervice workers.

4. Includes all full- and part-time employecs who worked during, or received pay for, the
pay period that mcludes the wwelfth day of the month: excludes propnetors, self-employed
persons, household and unpaid family workers, and members of the armed forces Data arc
adjusted to the March 1992 benchmark. and only seasonally adjusted data are availsble at this
time

SOURCE. Based on data from U.S. Department of Labor, Emplovment and Earmings.



2.12  OUTPUT, CAPACITY, AND CAPACITY UTILIZATION'

Scasonally adjosted

Selected Measures A43

1996 1997 1996 1997 1996 1997
Series
Q3 Q4 Qf Q2 Q2 Q4 QL Q2 Q3 Q4 Q1 QY
Output (1992=100} Capacity (percent of 1992 output) Capacity utihzation rate (percen(\“’
1 Total industry 115.8 7.0 118.3 119.4 139.2 140.5 1418 143.2 83.2 83.3 835 834
2 Manufactuning, . ... . . L0 L 117.2 1184 120.0 1211 1425 1439 1453 146.9 823 823 825 824
T Promary ]11'(»uc.~‘<111g1 .4, 1132 1139 47 157 130.7 1315 132.2 1329 §6.6 86.6 86.3 87.0
4 Advanced processing 119.1 1207 1226 1237 148.2 150.0 1519 153.8 80.4 80.4 80.7 804
S Durable goods ... (27.2 (231 (30.7 1328 154.5 1569 159.3 161.8 823 817 82.0 821
6 Lumber and products . 110.5 L10.1 1113 113.7 129.1 130.0 131.0 132.0 85.6 84.7 819 86.1
7 Prinary metals . .. .. 118.6 1198 t19.7 1223 129.8 131.0 1321 133.3 91.4 91.5 90.6 917
8 Tron and steel .. ...... 1179 118.6 118.3 1214 1319 1335 1349 136.0 9.4 88.9 87.7 89.0
9 Nonlerrous . ... . . 119.4 1211 121.3 1235 127.4 127.8 128.6 129.8 939 94.8 94.3 95.2
10 Industrial machinery and cquipment 158.9 161.5 166.2 171.0 176.3 181.3 186.5 192.3 0.1 89.1 89.1 89.0
B Electical machinery B 164.5 167.2 172.1 178.5 200.6 208.5 216.3 2242 R2.0 80.2 79.6 79.6
12 Motor vehicles and pares 1313 126.0 130.2 1246 176.1 1773 178.2 178.7 745 71.0 73.0 69.7
(2 Acrospace and miscellancous
transportation equipment . 86.7 M1 93.5 96.4 120.2 119.8 1197 120.5 722 755 78.1 80.0
14 Nnndul_‘;xhlv goods . . L.l 106.5 108.1 108.6 108.6 129.6 1301 130.6 1314 822 83.0 83.1 82.8
15 fextile milt produets .. L 107.9 107.4 107.1 108.2 130.1 130.8 131.3 131.4 829 82,1 81.6 823
16 Paper and products 109.0 109.8 1H1.2 "o 122.9 1233 1236 123.9 887 89.0 89.9 90 4
17 Chemieals and products 100.2 1124 112.8 1126 1392 140.3 1415 142.6 7%.3 80.1 79.8 TRY9
i Plusues materials 125.3 125.3 127.0 . 131.8 134.0 136.2 . AN 935 933 .
19 Pevroleanm products. 106.7 077 108.1 e 1137 1138 1139 144.2 93.9 9.0 94.9 98.0
20 .\/li_nmg 103.7 103.8 1058 107.2 1137 1137 113.8 114.3 91.2 91.3 93.0 93.8
20 thikoes o0 oo 1105 113.0 1109 iy 1252 1259 126.5 127.0 88.2 89.8 877 88.2
22 Bleere L 000 0L Lo 110.8 1124 1.5 111.8 1236 1244 125.1 125.6 89.6 90.4 89.1 89.0
1973 1975 Previous cyclcg Latest cyclc(’ 1996 1997
High Low High Low High Low July Feb. Mar. Apr. May' June July”
Capacity uuhization rate (pcrtcnl)2
1 Total industry ......... 89.2 72.6 87.3 71.1 85.3 78.1 83.2 835 83.6 83.6 83.3 83.3 83.1
2 Munulactunng . .. L L 88.5 70.5 86.9 69.0 85.7 76.6 824 82.6 82.7 82.6 82.4 823 82.1
Primary processir 91.2 68.2 8% | 66.2 ¥8.9 778 86.7 86.0 87.3 %71 87.2 86.8 86.5
4 Advameed proces R7.2 718 86.7 704 842 761 80.6 80.7 80.7 80.6 80.3 803 RO 1
5 Durahle goads | . 89.2 689 877 63.9 845 73.2 82.6 K21 823 ¥ 82.0 82.0 S1Y
6 Lumber and products .. 88.7 61.2 8749 60.8 93.6 75.5 84.9 R5.5 86.3 86.3 86.4 85.7 85.0
7 Primary metals. . ... ..., 100.2 65.9 94.2 45.1 927 737 91.2 90.3 91.5 90.5 927 92.0 91.0
8 Tron wnd steel . 105.8 66.6 95.8 37.0 95.2 718 89.8 87.6 87.7 87.9 90.8 88.2 879
9 Nonferrous . .. 90.3 598 1.1 6.1 %9.3 742 92.9 95.0 96.3 937 95.2 96.7 948
T Indusimal machimery and
2quipment 96.0 743 H3.2 64.0 854 724 90.2 893 888 90.0 88.7 882 88.2
(] Elecuecal machnery . 89.2 04.7 394 71.6 84.0 5.1 R2.7 79.7 80.1 79.8 794 7.6 80.1
12 Motor velucles and parts . . 93 4 513 95.0 455 89.1 359 76.3 707 723 70.2 69.2 697 678
13 Actospace and miscellaneous
transportation eguipment T84 67.6 81.9 66.6 873 79.2 713 78.2 79.1 79.5 80.0 80.6 81.1
14 Nondurable poods 878 77 875 76.4 ¥7.3 80.7 822 832 83.1 830 €28 827 R2.:4
15 Texnle mill products 914 60.0 9.2 72.3 904 773 83.7 814 82.4 27 81.8 824 321
13} Puper and products 97.1 o9 2 96 | 80.6 935 85.0 59.8 89.9 490.6 9.6 1.0 LR o
7 Chemuals and producis 87.6 69 7 540 69.9 86.2 79.3 8.6 79.7 79.0 79.6 86 78.6 74.2
18 Plasties. materials 102.0 50.6 919 3.4 97.0 74.8 94.9 933 93.0 93.3 0925
19 Petroleam products . 96.7 811 90.0 66.8 88.5 85.1 92.7 954 94.9 970 YE.1 98.9 97.3
20 Mining 94.3 88.2 96.0 80.3 86.8 86.1 90.7 931 94.3 929 94.4 94 0 93.0
21 Cobities 96.2 829 89.1 75.9 N6 83.4 87.6 871 86.8 X9.6 87.3 87.6 888
22 Eleene 99 0 827 BR.2 78.9 95.0 87.1 89.2 3K.7 88.1 90.6 88.0 884 0.0

1 Data m s table also appear i the Board's G 17 (419) monthly statistical release. For
the ordermg address, see the inside front cover. The latest hustorical revision of the industrial
production ndex and the capacity utilization rates was released in January 1997, See
“Indasteral Production and Capacity: Utilization: Historical Revision and Recent Develop-
menis.” Federal Reserve Bullerm, vol 83 (February 1997, pp. 67-92. The article contains a
deseripron of the new aggregation system for dustial production and capacity utilizanon
For a detaled descrpnion ot the mdustoial production 1adex. see “Industrial Production: 1989
Developments and Historical Revision.”™ Federal Reserve Bulletin, vol. 76 (April 1990). pp.

187-204

2. Capuetty utihzation s caleulared as the ratio of the Federal Reserve's scasonally adjusted
mdex of ndustnal production 1o the correspondimg mde of capacity

3. Pnimary processing includes textiles: lumber; paper: industrs

chemucals; synthetic

materials; fertilizer materials: petroleum products, rubber and plastics: stone. clay. and gliss:

primary metals; and fabricated metals.

4. Advanced processing includes foods: tobacco: apparel: furniture and fixwres: pnnting
and publishimg. chemical products such as drugs and wiletries; agncultural chemicals: leather
and products: machinery, transportation eguipment: mstrumeits. and niscellaneous manuta -

tures.

5. Monthly highs, 1978-80. monthly lows. 1982
6. Monthly highs. 1988-89. monthly lows, 1990-91
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2.13 INDUSTRIAL PRODUCTION
Monthly data seasonally adjusted

Indexes and Gross Value'

1992 1996 1997
pro- 1996
Group por- avg.
tion July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. Feb. | Mar. | Apr’ | May' | June | July?
Index (1992 = 100)
MAJOR MARKETS
] Total indeX . ............coooieieeuneni.s 100.0 | 1152 | 1155 | 1158 | 116.0 | 1162 | 117.2 | 117.7 | 117.8 | 1184 | 1188 | 1193 | 119.3 | 119.6 | 1198
2 Products. ... ... 605 | 1120 | 1123 | 1122 | 1127 | 112.8 | 114t | 1143 | 1142 | 1148 | 1153 | 1154 | 1156 | 116.0 | 1159
3 Final products 463 | 1128 | 1134 | 1130 | 133 [ 136 | 1148 | 1153 | 1151 | 1156 | 1163 | 1166 | 1167 | 1174 | 1172
4 Consumer goods, total .. .. ... 291 | 1105 | 1107 | 1100 | 1105 | 1108 | 1123 [ 1127 [ ne7 | e | 1121 | 1121 | 121 | 1125 | 1123
5 Durable consumer goods . . 6.1 | 1262 | 1297 | 128.0 | 127.1 | 1245 | 127.1 | 1284 | 1273 | 129.2 | 1310 | 1269 | 1284 | 130.6 | 130.6
6 Automotive products. . . .. 26 | 1258 | 1321 | 1287 | 127.7 | 1220 | 1274 | 1272 | 129.6 | 131.0 | 131.7 | 1244 | 1263 | 1282 | 123.7
7 Autos and trucks.. . . 1.7 | 1326 | 1457 | 1387 | 134.6 | 1257 | 133.8 | 1355 [ 138.7 | 1389 | 1389 | 127.1 | 130.0 | 132.6 | 123.6
8 Autos, consumer . . . .. 9 | 1202 | 137.8 | 1325 | 1299 | 1123 | 1235 | 1159 | 1200 | 1223 | 1233 | 1160 | 117.7 | 1149 | 1180
9 Trucks, consumer . . ...... .. 7| 1472 | 1613 | 1523 | 1466 | 1474 | 1524 | 1649 | 167.0 | 1650 | 1638 | 146.1 | 150.5 | 159.5 | 136.1
10 Auto parts and allied goods . . . .. 9| 1as | 1124 | 1135 | 1162 [ 1144 | 1164 [ 1140 | 1155 [ 118.0 | 119.7 | 1180 | 1188 | 119.6 | 1203
1 . 35 [ 1263 | 1280 | 1275 | 1266 | 1262 | 126.8 | 129.1 | 1255 | 1278 | 1304 | 1286 | 1297 | 132.1 | 1352
12 !
conditioners. . ............ 10 | 173.0 | 1811 | 1759 | 1742 | 1765 | 1769 | 1811 | 171.2 | 179.5 | 183.6 | 179.0 | 1809 | 187.9 | 1979
13 Carpeting and furniture. . . .. 8| 1099 | 1070 | 1111 | 1105 | 1086 | 1107 | 1093 [ 1060 | 1069 [ 1116 | 1086 | 1107 | 1142 | 1148
14 Miscellaneous home goods. . 16 | 1079 | 1085 | 108.0 | 107.6 | 106.5 | 1064 | 109.6 | 109.2 | 1092 | 1099 | 110.0 | 109.6 | 109.7 | 110.9
15 Nondurable consumer goods . . .. 230 | 1065 | 1060 | 1056 | 1063 | 107.3 | 1085 | 108.7 | 107.8 | 107.2 | 107.4 | 108.3 | 108.0 | 108.0 | 107.7
16 Foods and tobacco .. ...... 103 | 106.1 | 1059 | 1054 | 106.1 | 1066 | 107.2 | 1082 | 107.7 | 108.0 | 108.7 | 107.8 | 107.6 | 107.0 | 107.1
17 Clothing. ........... 24 95.5 95.4 954 | 951 95.5 950 | 949 94.0 938 94.2 94.4 949 93.8 932
18 Chemical products . 45 | 1127 | 1126 [ 1113 | 1135 | 1155 | 1173 | 1188 | 117.9 | 1162 | 1149 | 1172 | 1163 | 116.9 | 1159
19 Paper products. . . . . 29 | 1011 | 1014 | 1018 | 101.9 | 1029 | 1029 | 103.0 | 101.1 | 1015 | 1023 | 1026 | 1034 | 1045 | 1034
20 Energy....... 29 | 1120 | 1091 | 1094 | 1094 | 1107 | 1153 | 111.8 | 1104 | 1076 | 1075 | 113.0 | 1114 | 1121 | 1126
21 Fuels ............ . 8 | 106.6 | 106.7 | 107.7 | 1054 | 108.1 | 107.8 | 106.0 | 1051 | 1062 | 108.5 | 110.1 | 111.9 | 1132 | 1109
22 Residential utilities . ... ........ 21 | 1143 | 1099 | 1100 | 1109 | 1117 | 1185 | 1142 | 1126 | 1080 | 1068 | 1141 | 1109 | 111.4 | 113.1
23 Equipment........................... 172 | 168 | ns1 | 1179 | 1181 | 1184 | 1190 | 1196 | 1208 | 1226 | 1235 | 1243 | 124.8 | 1258 | 1258
24 Business equipment . ............ 132 | 1266 | 1284 | 1277 | 1283 | 1288 | 1298 | 130.7 | 132.1 | 1338 | 1343 | 1355 | 1359 | 136.8 | 137.6
25 Information processing and related . . 54 | 1432 | 1441 | 1446 | 1463 | 1474 | 1471 | 1485 | 149.6 | 1524 | 153.6 | 155.1 | 1562 | 1584 | 159.6
26 Computer and office equipment . . 1.1 | 2920 | 3017 | 3062 | 3143 | 318.8 | 323.5 | 3271 | 3357 | 343.0 | 3499 | 3586 | 3655 | 374.6 | 3843
27 Industrial ... ............... 40 | 1269 | 1272 | 1267 | 1263 | 1270 | 1271 | 1273 | 1279 | 1282 | 127.5 | 1303 | 1293 | 128.7 | 1285
28 Transit. .. ........ 25 | 1000 | 1041 | 103.0 | 103.8 | 101.9 | 106.6 | 107.2 | 1098 | 111.8 | 113.0 | 1101 | 1121 | 1132 | 1140
29 Autos and trucks . 12 | 1153 | 1265 | 1209 | 1177 | 1094 | 1159 [ 113.7 | 117.2 | 1187 | 1183 | 1100 | 111.7 | 1114 | 110.1
30 Other .. ....ooooviviiin s 13| 1164 | 1180 | 116,01 | 1155 [ 118.7 | 119.9 | 121.4 | 1234 | 1244 | 1251 | 1288 | 1283 | 1287 | 1303
3t Defense and space equipment .. . 33 77.0 77.7 779 717 77.0 76.1 76.2 747 754 5.6 75.2 75.6 76.4 76.0
32 Oil and gas well drilling. .. ... . 6| 1205 | 1221 | 1226 | 1175 [ 1202 | 1207 | 1236 | 130.8 | 140.7 | 153.4 | 1525 | 1542 | 1614 | 1496
33 Manufactured homes. .. .............. 2| 1620 | 1630 | 1674 | 1656 | 1653 | 1598 [ ... | 1563 | 163.5 | 1609 | 168.0 | 166.4 | 163.1 ...
34 Intermediate products, total ............. 142 | 1094 | 1089 | 1100 | 1106 | 1102 | 1339 | 1103 | 1116 | 1120 | 1120 | 1120 | 1120 | 1119 | 1118
35 Construction supplies ... .. . 53 | 1168 | 1175 [ 1192 | 1198 | 1177 | 1207 | 117.8 | 117.0 | 1200 | 121.8 | 1201 | 1209 | 120.1 | 1197
36 Business supplies .. ................. 89 | 105.1 | 1039 | 104.6 | 1053 | 1058 | 106.8 | 1074 | 108.4 | 1073 | 1065 | 107.2 | 107.0 | 107.1 | 1072
37 Materals ........... ... 395 | 1203 | 1205 | 1215 | 1212 | 12317 | 1222 | 1230 | 1234 | 1241 | 1245 | 1255 | 1252 | 1253 | 1260
38 Durable goods materials. .. 20.8 | 1340 | 1345 | 1362 | 1355 | 1358 | 136.5 | 137.8 | 138.4 | 139.2 | 1402 | 141.7 | 141.8 | 1422 | 142.8
39 Durable consumer parts . 40 | 1288 | 131.1 | 1339 | 1283 | 1266 | 1297 | 1303 | 132.1 | 129.7 | 129.8 | 1305 | 1273 | 126.1 | 125.7
40 Equipment parts 76 | 1592 | 1596 | 1617 | 1626 | 1634 | 1653 | 1679 | 1694 | 1726 | 1756 | 178.1 | 180.5 | 1823 | 184.9
41 Other... ........ .. 92 | 1182 | 1182 | 1192 | 1192 | 1200 | 1191 | 1199 | 1193 | 1198 | 1200 | 121.0 | 1211 | 121.2 | 1209
IV Basic metal materials . . . 3.0 | 13 | 1129 | 1136 | 1147 | 1172 | 1144 | 1157 | 1149 | 1164 | 1164 | 116.7 | 1186 | 1186 | 117.7
43 Nondurable goods materials. . 89 | 106.4 | 107.4 | 106.5 | 1069 | 108.0 | 108.4 | 1095 | 109.6 | 110.5 | 1106 | 111.3 [ 1099 | 1100 | 1104
44 Textile materials .. .... .. 1.1 | 1063 | 1099 | 1074 | 107.1 | 1084 | 108.5 | 1059 | 106.8 | 107.7 | 1049 | 109.5 | 105.4 | 106.7 | 106.0
45 Paper materials ...... 1.8 | 107.4 | 109.1 | 1082 | 107.0 | 1080 | 1109 | 1125 | 111.5 | 1132 | 1138 | 1144 | 1147 | 1108 | 1124
46 Chemical materials . 39 | 1059 | 106.1 | 1062 | 1068 | 109.3 | 107.7 | 1102 | 1111 | 1112 | 111.2 | 111.7 | 1099 | 110.] | 1103
47 Other ............ 21 | 106.1 | 107.1 | 1047 | 1062 | 1039 | 106.8 | 1063 | 1053 | 107.5 | 108.4 | 107.8 | 107.3 | 109.8 | 1103
48  Energy materials. .. 97 | 1039 | 1024 | 1040 | 1039 | 1039 | 1040 | 1039 | 1038 | 1040 | 103.5 | 103.8 | 103.5 | 1029 | 1045
49 Primary energy .. ... ... . 6.3 | 1026 | 1017 | 1032 | 1022 | 102.0 | 101.6 | 102.6 | 101.6 | 1028 | 1023 | 101.7 | 102.0 | 100.7 | 102.7
50 Converted fuel materials. .. ......... . 33 | 1062 | 103.9 | 1054 | 107.0 | 107.5 | 1085 | 1063 | 1080 | 1062 | 1059 | 107.6 | 1064 | 107.0 | 108.0
SPECIAL AGGREGATES
51 Total excluding autos and trucks ........... 97.1 | 1149 | 1149 | 1154 | 1157 | 1161 | 1169 | 1174 | 1174 | 1180 | 1185 | 1193 | 1192 | 1195 | 1198
52 Total excluding motor vehicles and parts . ... ... 95.1 | 1146 | 1146 | 1150 | 1154 | 1159 | 1166 | 117.2 | 117.1 | 117.8 | 1183 | 1190 | 1190 | 119.3 | 1197
53 Total exciuding computer and office
eQUIPMENt .. .. ... 982 | 1129 | 1131 | 1134 | 1135 | 1137 | 1146 | 1151 | 1151 | 1156 | 1160 | 1164 | 1163 | 1166 | 116.7
54 Consumer goods excluding autos and trucks . 274 | 1092 | 1089 | 108.6 | 1092 | 1099 | 1110 | 1114 | 1103 | 110.1 110.7 | 111.1 1H1.0 | 1113 | 1114
55 Consumer goods excluding energy ......... 262 | 1102 | 1109 | 1102 | 1106 | 1108 | 1118 | 1128 | 1119 | 1120 | 1127 | 1119 | 1121 | 1125 | 1122
56 Business equipment excluding autos and
TUCKS « oo e e e 120 | 1277 | 1282 | 1283 | 1293 | 1307 | 131.2 | 1324 | 133.6 | 1353 | 1359 | 1380 | 1384 | 139.4 | 1403
57 Busi equip luding computer and
office equipment . .. ... ... ...l 121 | 1158 | 1168 | 116.1 | 1163 | 1166 | 117.5 | 1182 | 1192 | 1205 | 1207 | 121.5 | 121.6 | 122.1 | 1224
58 Materials excluding energy ............ .. 298 | 1254 | 1261 | 127.0 | 1266 | 127.1 | 1278 | 1290 | 1294 | 1303 | 1310 | 1322 | 1318 | 1321 | 1326




Selected Measures A4S
2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value' —Continued
5 1992 1996 1997
SIC pro- 1996
Group code por- avg.
tion July Aug. Sept. Oct. Nos. Dec. Jan Feb Mar. Apr’ | May' | June July?
Index (1992 = 100)
MAIJOR INDUSTRIES
59 Totalindex.. . ..... .. 1000 | 1152 | 1155 | 1158 | 1160 | 1162 | 117.2 | $17.7 | 117.8 | 1184 | 118.8 | 1193 | 1193 | 1196 | 119.8
60 Manufactunng 854 [ 1163 | 1170 [ 1172 | 1174 | 1176 | 1185 | 1192 | 1193 | 120.1 | 1206 | 1209 | 1210 | 1213 | 1214
61 Primary processing 265 | 1122 | 1130 | 1131 P35 [ 113.8 [ 1138 | 1140 | 1138 | 1148 | 1156 | 1156 | 1159 [ 115.6 | 1154
62 Advanced processing . . . . . 589 | 1184 [ 1189 | 1192 | 1193 | 1195 | 1208 | 121.7 | 1220 | 1226 | 123.0 | 1235 | 1235 | 1241 | 1243
63 Durable poods ...... . 450 | 1257 | 1269 | 1275 | 1272 | 1271 1284 | 1288 | 1295 | 130.8 | 1317 | 1323 | 1327 | 1334 [ 1338
o Lumber und products . 24 20 | 1097 | 1093 | v [ 1107 | 1092 | M3 | 108.0 | 1086 | 1120 | 1133 | 1136 | 1141 1135 | 1129
65 Furniture and fixtwres . 25 14 | 1089 [ 1081 108.8 | 1088 | 1104 [ 1105 | 1105 | 1097 | 1103 | 1110 | 1127 | 1140 | 1141 114.7
66 Stone, clay, and glass
~ products 32 21 111.0 | 1141 111.8 | 1131 L7 | TIL8 [ 1113 | §127 [ 1125 | 1135 | 113.8 | b3 [ 1138 | 1140
67 Primary metals. . . . . 33 3.1 1172 [ 1180 | 1183 | 1195 | 1221 &S5 | 1188 | 117.8 | 1200 | 1213 | 1202 | 1236 | 123.0 | 1219
68 Iron and steed . . . ... 331,2 V7| 1164 | 1180 | 1182 | 1174 [ 1232 [ 1159 | 1167 | 1180 | 1182 | 1187 | 1193 | 1236 | 1205 | 1203
69 Raw stecl .. .. .. 331PT ] 1122 | 1133 [ 1136 | 1126 | 1115 | 1087 | 1125 [ 11017 [ 1123 | 1142 | 1155 | 1158 | 1151 | 114}
70 Nonferrous . . . 333-6,9 14 | 11840 | 1179 | 1185 | 121.8 | 1207 | 1214 | 1212 | 1176 | 1221 1242 | 1213 | 1235 | 1258 | 1238
7 Fabneated metal products . . . 34 50 | 1186 | 1191 1194 | 1193 1 1193 | 1191 | 1195 | 1192 | 1195 | 1204 | 1208 | 121.0 | 1200 | 1200
72 Industnial machinery and
equipment. . . ... .. 35 80 | 1504 | 1577 | 159.6 | 1594 | 1599 | 161.7 | 1629 | 1647 | 1666 | 1674 | 1713 | 1705 | 171.3 | 1732
73 Computer and office
equipment. ... ... .. .. 357 1.8 2969 | 3065 | 3108 | 3190 [ 3236 | 3283 | 332.5 | 340.3 | 347.8 | 354.7 | 363.8 | 370.7 | 379.9 | 389.7
74 Electncal machinery. ... ... 36 73 (1633 | 1638 | 1646 | 1652 [ 1656 | 167.2 | 1688 | 1686 | 1725 | 175.2 | 176.7 | 178.1 180.6 | 183.9
75 Transportation equipment . . 37 9.5 [ 106.1 1095 | 1093 | 107.2 | 1053 [ 1095 | 109.6 | 1119 [ #1115 | 111.9 | 1106 | 1102 | 1112 [ 1101
76 Motor vehicles and parts 371 49 [ 1269 | 1341 1328 | 127.0 | 1202 | 1289 | 1276 | 1320 | 1296 | 1289 | 1253 | 1237 | 247 | 1214
77 Autos and light trucks . 37tPT 26 [1246 | 1373 | 1310 | 1274 [ 1173 | 1257 | 1250 | 1288 | 1294 | 1295 | 119.1 1216 | 1231 | 1170
78 Acrospace and
miscellaneous
transportation
equipment. . . . . 372-69 4.6 856 8S.7 86.5 879 89.4 90.3 915 N2 93.5 94.8 95.5 96.4 97.3 98.2
9 Instruments .. ...... . 38 54 [ 1028 | 1023 | 103.0 | 103.0 [ 1034 [ 103.0 | 104.1 103.3 | 1046 [ 1047 | 1044 | 1052 | 1058 [ 1059
80 Miscellaneows . . . . 39 1.3 | 1129 | 1130 [ 1129 | 130 | 1130 | 114] 1166 | 1163 | 117.1 163 | 1169 | 1170 [ 1177 [ 1182
81 Nonduruble goods . . . . . 404 [1063 | 1064 | 1062 | 1069 | 1074 | 1079 [ 1088 | 1085 | 108.6 | 1087 | 108.7 | 1085 | 1085 | 1083
82 Foods ............. 20 94 1063 | 1065 [ 1055 | 1062 | 107.1 1076 | 108.2 | 1082 | 1084 | 109.2 | 1083 | 108.1 107.9 | 107.8
83 Tobacco products. . . . 21 Lo | 1056 | 1025 | 104.1 1049 | 1040 | 1054 | 1089 | 1046 | 1057 | 1069 | 1055 | 1042 | 102.8 | 104.]
34 Textile mill products 22 1.8 | 1066 | 1087 |107.7 | 1072 | 107.6 | 108.2 | 1063 | 1063 | 1069 | 1082 | 108.6 | 107.5 | 1084 | 108.0
85 Apparel products . . 23 22 98.2 98.3 98.5 982 97.8 97.3 97.2 96.2 95.8 96.3 96.1 96.5 96.3 954
86 Paper and products. ... . 26 36 [ 1080 | 1102 | 1081 1088 | 107.6 | 1101 1116 | 1103 [ 1111 | 1121 1122 | 1128 | 1109 | t116
87 Printing and publishing. . . 27 6.7 98.4 97.6 979 99.1 99.7 | 100.0 99.8 | 1005 | 100.6 99.7 99.6 99.8 | 100.1 99.6
88 Chemicals and products 28 99 | 1089 | 1090 | 1087 | 1097 | 1113 | 1148 [ 1140 | (137 | 1128 | i120 | 1133 | 1120 | H24 | [t21
89 Petroleum products. . . . 29 14 [1065 | 1053 | 107.8 | 1069 [ 1084 | 1074 | 107.3 | 1074 | 1086 | 1081 [ 1107 | 1120 | 1130 | 114
%0 Rubber and plastic products . 30 35 | 1205 [ 1207 | 1220 | 1228 | 1214 | 12017 | 122.6 | 121 123.1 1240 | 1223 | 1233 [ 1239 | 1238
91 Leather and products . . . .. . 31 3 80.0 80.0 79.5 794 784 773 80.1 78.3 1776 784 78.8 76.9 76.4 749
92 Mining ... ... 6.9 | 1029 | 1031 1045 | 1034 | 1034 | 1035 | 1045 | 1036 | 1063 [ 1075 | 1060 | 107.9 | 107.6 | 107.2
93 Metl. . 10 5 11020 | 1031 104.0 | 1053 | 1056 | 1025 | 1063 | 1057 [ 1057 | 1048 | 1035 | 1044 | 1057 | 1046
94 Coal ... . ....... . 12 1O [ 1059 | 1027 | 1096 | 1062 | 1075 | 1088 | 1095 | 1064 | 109.6 | 1052 | 104.1 1156 | 107.3 | 1138
95 Oil und gas extraction . . .. 13 48 | 1003 [ 1009 [ 1011 100.5 | 100.0 | 1002 | 100.7 | 1008 | 103.1 1054 | 1045 | 1044 [ 1053 | 1037
96 Stone and carth mincrals . . 14 6 | 1187 | 1206 | 1217 | 1185 | 1200 | 1202 | 1229 | (172 | 1250 | 1288 | 1223 | 1245 | 1269 | 1245
97 Utilives. . ............... . R 7.7 | 1128 | 1094 | 1108 | 1111 1119 | 1145 | 1126 | 1127 | 1102 | 1099 | 1136 | 1108 | 1113 | 1130
98 Electic ................ 491,493PT 6.2 | 1127 | 101 1115 [ 1109 [ 1120 | 1127 | 1126 | 1132 | 1109 | 1103 | 113.6 | 1105 [ 1112 | 1134
9 Gas . ...l -|492.493PT 1.6 | 1132 | 107.1 1085 [ 1118 [ F1L3 | 1209 | 1127 | 1109 | 1076 | 1087 | 113.2 | 1119 | 1§17 | 117
SPECIAL AGGREGATES
100 Manufactuning excluding motor
vehicles and parts ........ 80.5 1157 116.0 116.3 116.8 117.3 117.9 118.6 118.6 119.5 120.0 120.6 120.8 121.1 1213
101 Manufacturing excluding office
and computing machines . 836 | 1137 | 1143 | (144 | 1145 | 1147 | 1155 | ile.l 162 | 1169 | 117.3 | 117.5 | 1175 | 117.8 | 1178
Gross value {(billions of 1992 dollars, annual rates)
MAJOR MARKETS
102 Products, total .. ..... ...... 2,001.9 |2,258.7 | 2,276.1 | 2,272.9 | 2,273.4 | 2,270.7 | 2,303.5 | 2,301.1 | 2,302.9 | 2,315.3| 2,327.5| 2,324.7| 2,331.5| 2,340.3| 2,334.5
103 Fimal. ... .. ....... ..... 1.552.1 [1,760.9 | 1,782.8 | 1,773.6 | 1.771.6 | 1,771.8 | 1.795.1 | 1.796.8 | 1.798.4 | 1.808.8| (.819.6| 1.816.4| 1.822.6| 1.832.5| 1.827.2
104 Consumer goods . . . . 1.049.6 | 1,162.2 | (L1716 | 11655 | 1L163.0 | 1,164.7 | 1,182.2 | 1.182.3 | [.176.3| 1,177.7| 1.184.7| 1,179.4| 1.182.6| 1,187.8| 1.182.0
105 Bquipment. .. . IR 5025 | 598.0| 6105 6074| 607.8| 6063 6121 613.7| 6214 6304 634.2| 6364 6394 6441 6447
106 Intermediate ............... 449.9 | 4982 | 4943 | 499.7 | 502.1| 4993 | 5086 5049| 505.1| 507.2| sS087| 5089 509.6| S089| 5082

1. Data n this table also appear i the Board’s G.17 (419) monthly stanistical release. For
the ordering address, see the instde front cover. The latest hustorical revision of the industrial
production index and the capacity utilization rates was released in January 1997 See
“Industrial Production and Capacity Utilization: Historical Revision and Recent Develop-

ments.” Federul Reserve Bulletin, vol. 83 (February 1997), pp. 67-92. For a detmled
description of the industrial production index, see “Industrial Production: 1989 Develop-
ments and Historical Revision,” Federal Reserve Bulletin, vol. 76, (Apnit 1990), pp. 187-204

2. Standard industrial classification.
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2.1

4 HOUSING AND CONSTRUCTION

Monthly figures at seasonally adjusted annual rates except as noted

1996 1997
Ttem 1994 1995 1996
Sept Oct. Nov. Dec. Jan. Feb. Mar. Apr” May June
Private residential real estate activity (thousands of units except as noted)
NEW UNITS
I Permits authonized..... ..... 1,372 1.333 1,420 1.39] 1.349 1.391 1.405 1,395 1.438 1.457 1442 1,432 1,402
2 One-family. 1.069 997 LO70 1.029 1,003 1.016 999 1,052 1.069 1.034 1.060 1.053 1,049
3 Two-tamily or more . ...... 303 335 356 362 346 375 406 343 369 423 182 379 353
4 Started . .. 1487 1,354 1477 1.470 407 1 486 1353 1.375 1.554 1479 1,483 1402 1447
5 One- ﬁmuly 1,198 1,076 1,161 1,148 1104 1,133 1.024 1125 1.237 1.142 1,133 1.098 111
6 Two-family ormore . ............. 259 278 316 322 303 353 329 250 317 337 350 304 336
7 Under construction .t end of perod’ . . . 755 775 819 825 825 828 815 318 821 814 812 813 823
¥ One-family. S A S84 554 S84 592 SRR 584 S S73 574 566 563 563 567
9 Two-family ormore ............. 171 221 235 233 237 244 244 245 247 248 249 250 256
10 Compieted ............ ...... 1.346 1,319 1,407 1,356 1.375 1431 1.484 1.362 1,572 1471 1,460 1,391 1,282
1l One-family .. .. 1161 1,073 1124 1.097 1.129 L151 1,177 1,109 1,267 1.156 1158 1,104 1,059
12 Two-family or more .. ..... 185 246 283 259 246 280 307 253 RN 315 302 287 223
13 Mobile homes shipped . ... .. 305 341 362 372 364 354 338 339 353 353 372 356 356
Merchant bulder uctvinn i
one-family units
14 Numbersold ............. ........ 670 667 757 ToR 706 788 794 822 826 325" 764 772 819
15 Number for sale at end of period'. . 340 374 326 331 330 327 322 308 300 287 287 283 282
Price of units sold (thousands
of dollars)®
16 Median. ...... ....... ...... 130.0 1339 140.0 139.0 143.8 1435 144.9 1450 143.0 148.0° 150.0 140.0 1429
{7 Average 1545 158.7 166 4 167 4 1oy 4 1720 171.8 1719 1711 1727 179.1 168.5 176 4
EXISTING UNITS (one-tfamily)
18 Number sold .. . .00 o L 3967 3812 4,087 4.020 4,000 4,060 3950 3910 4.230 4.160 4,060 4250 4450
Price of units sold {thousands
of dollars)
19 Median ............ .. ... 109.9 113.1 118.2 7.8 116.6 117.4 (AR 120.6 117.5 120.0 1207 1231 127.2
20 Average ...... ....... ... 136.8 139.1 145.5 144.7 143.6 144.1 147.1 149.6 1447 147.5 150.4 153.1 1584
Value of new construction (millions of dollars)®
CONSTRUCTION
21 Total putin place. ............. .... 518,644 | 534,463 | 567,179 | 579,959 | 584,140 | 586,226 | 579,109 | 577,116 | 592,365 | 593,908 | 596,241 | 597,852 | 591,507
22 Private . ..., 398,646 | 307,370 | 435920 | 444388 | 448951 | 448507 | 447,045 | 444391 | 452,037 | 452728 | 456,944 | 462,032 | 454792
23 Residential 238,423 | 231.230 | 246,659 | 248057 | 247901 | 248,259 | 247,899 | 246,661 | 251,402 | 253,974 | 259.964 | 259469 | 256,401
24 Nonresidential . 160,223 | 176,140 | 189.271 195,431 | 201,050 | 200,648 | 199,146 | 197,730 | 200,635 | 198,754 | 196,980 | 202,563 | 198,391
25 Industral buildings . 28,803 32,505 31.997 32,845 34.738 33244 30,752 31.871 32,161 30.520 29,450 31,088 31,502
26 Commercial bulldmv\ 59480 68,223 74,593 76,713 79.864 80,144 78.395 81,979 R3.107 $HLOIS 76,488 80,309 76.991
27 Other buildings .. .. 26,988 27,089 30,525 31,281 32.024 33,454 34,409 34257 35.561 36,012 38216 38146 36,054
28 Public utilines and other . 44,862 48,323 52,156 54,592 54.424 53.806 55,590 49,623 49.806 51.207 52,826 52.920 53,844
29 Public ...... 119998 | 127,092 | 131.250 | 135572 | 135,188 | 137.319 | 132,064 | 132,725 | 140328 | 141,180 | 139,297 | 135,820 | 136,715
30 Military . 2,310 2,983 2,54] 2,482 2,531 2.365 2.241 2,592 2,564 2.232 2,433 2,554 2.585
31 Highway 36.933 36,319 37.898 38,338 38,367 38,610 39,585 37.8649 41.060 41473 42,410 40,907 41,437
32 Conservation and development 6,459 6.391 5,807 7.177 5.373 5710 5,223 5,807 5727 6,114 5,069 5,206 4975
33 Other ..... e 74,297 81,399 83,005 87,575 88.717 91634 85.015 86.507 90.977 91,361 89385 87.153 87.71K
t. Not at annual rates. SOURCE Bureau of the Census estimates tor all series except (1) mobile homes, which are
2. Not seasonally adjusted. private. domesue shipments as reported by the Manufactured Housing Institute and scason-
3. Recent data on value of new construction may not be strictly comparable with data for

previous periods because of changes by the Bureau of the Census in uts estimating technigues.
For a description of these changes, see Construction Reports (C-30-76-35), issued by the

Census Bureau in July 1976,

ally adjusted by the Census Bureau. and (2) sales and prices of exisung unts. which are
pubhished by the Nauonal Assoctation of Realtors All back and current Agures are avatlable
from the origtnating agency. Pevmut authorizations are those reported to the Census Burcau

from 19.000 jurisdictions beginning 1

n 1994,



2.15 CONSUMER AND PRODUCER PRICES

Percentage changes based on seasonally adjusted data except as noted

Selected Measures

A47

Change from 12
months carher

Change trom 3 months earlier
fannual rate

Change from 1 month earlier

[ndex
level,
fiem 1996' 1997° 1997 July
1996 1997 1997!
Juty July
Sept. Dec, Mar. June Mar. Apr. May June July
CONSUMER PRICES
(1982-84=100)
I Allitems .. ... ... L.l 3.0 2.2 31 33 18 1.6 1 1 Bl 1 2 112.1
2 Food ... . ..o o oo 34 25 53 34 3 1.5 0 -2 4 2 3 157.0
3 Energy uems ... . . ... 4.1 -1.0 1.} 16.2 -2.8 —14.7 -1.7 -1.5 -24 0 -1 1114
4 All tems less food and energy 2.7 24 2.7 24 2.4 24 2 3 2 . 2 1695
5 Commaodities . . 1.4 9 1.1 9 1.1 .6 1 3 A -2 -1 141.5
6 Services ... 3.3 31 3.4 EN| 27 35 3 3 3 3 3 1854
PRODUCER PRICES
«1082=100)
7 Finished goods | 2.6 -2 25 4.3 -3z -2 -5 -3 -1 -1 1313
8 Consumer toods. ... .. 4.2 1 4.6 24 -2.0 8 -4 4 -9 -2 1340
9 Consumer energy. .. ..... 5.4 -4 7.0 262 —16.9 -3 =27 -21 7 .1 830
10 Other consumer goods. 1.6 Bl 6 6 6 2 .0 -3 1 -1 1445
i1 Capstal equipment . ... ... i1 =] 12 —.6 0 0" -1 -2 . -.1 1379
Intermediate materials
12 Excluding foods and feeds -8 -1 1.0 2.2 -19 -19 -0 -4 -2 2 -2 1255
I3 Excluding energy.. . .. ... . ... -8 4 0 -3 6 A 0 0 0 1 0 1342
Crude materials
14 Foods . 25.1 —14.4 -94 —-285 -28 —10.1 2.0 3.2 -3 -54 3 1121
15 Energy .. 19.9 -38 18.7 2352 -75.5 10.2 -21.37 2.1F 34 -29 -4 8.7
16 Other . —139 3.0 -26 -1.3 15.7 ~3.5 ¥ -2.5 1.2 4 -5 157.0

. Not seasonally adjusted.

SOURCE U.S Department ot Labor. Bureau of Labor Statistics.

2. Figures tor consumer prices are for all urban consumers and reflect a rental-cquivalence

measure of homeownership.
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2.16 GROSS DOMESTIC PRODUCT AND INCOME

Billions of current dollars except as noted; quarterly data at seasonally adjusted annual rates

1996" 1997
Account 1994 1995 1996
Q2 Q3 Q4 or Q2
GROSS DOMESTIC PRODUCT
PTotal . ... . o L e 6,947.0 7.265.4 7,636.0 7,607.7 7,676.0 77929 7,933.6 8,004.8
By source
2 Personal consumption expenditures 4.717.0 4,957.7 5.207.6 5,189.1 52274 5.308.1 54057 54298
3 Durable goods .......... ..... 579.5 608.5 634.5 638.6 634.5 638.2 658.4 644.0
4 Nondurable goods ........... .. 1.428.4 1.475.8 1.534.7 1,532.3 1,538.3 1.560.1 1.5874 1,578 9
5 Services ... ool 2,709.1 2.873.4 3.038.4 3.018.2 3.054.6 3.109.8 3.159.9 3.206.9
6 Gross private domestic investment 1,007.9 1,038.2 1.116.5 11054 1,1492 [NEIN 1.193.6 1.227.2
7 Fixed investment ..... ... . .......  .......... 946.6 1,008.1 1.090.7 1.082.0 11120 11192 1.127.5 1,157.8
8 Nonresidential PR P 660.6 723.0 781.4 769.3 798.6 807.2 811.3 836.4
9 SHUCTUTES ..ottt s e . 184.5 200.6 215.2 210.6 217.7 227.0 2274 2304
10 Producers’ durable equipment ........ ... ... oL 476.1 5224 566.2 558.7 580.9 580.2 583.9 606.0
11 Residential structures ... ... ... Lol 286.0 285.1 309.2 3127 3135 3120 3l6.2 3214
12 Change in business inveatories ... ..... ... e 61.2 30.1 259 234 37.1 ity 66. | 69.4
13 Nonfarm ...... . ...... e N 505 33.1 230 17.2 31.3 8.7 622 64.8
14 Net exports of goods and services  ............ -90.9 —86.0 -94.8 -93.8 —114.0 —88.6 —98.8 -103.3
15 EXPOTIS ...ttt S 7212 818.4 870.9 865.0 863.7 904.6 9222 948.4
16 TMPOITS .. ..ot 812.1 904.5 965.7 958.7 977.6 9932 1.021.0 1,051.8
17 Government consumption expenditures and gross investment. . . . . . 1,313.0 1.355.5 1.406.7 1,407.0 1,413.5 1422.3 1,433.1 1.4510.1
18  Federal ...... ... ... ... Lo ool oo 510.2 509.6 5200 524.6 521.6 517.6 5le.1 528.0
19 Stateand local ... Lo 802.8 846.0 886.7 8824 891.9 904.7 917.0 9232
By major type of product
20 Final sales, total 6.885.7 7.235.3 7.6010.2 7.584.3 7.638.9 7.761.0 7,867.4 7.935.4
21 Goods ...... 2,520.2 2.637.9 27593 2,759.3 2,760.7 2,795.1 () 2.838.4 28354
22 Durable .. ... 1,072.5 1,133.9 1.212.0 1.214.8 12163 .233. 1.248.0 1,258.3
23 Nondurable 1,447.6 1.503.9 1.547.3 1.544.5 1,544 4 [.561.5 1,590.4 1.577.2
24 Services ... [ 3m4 3.980.7 11873 4.162.2 4,208 1 42827 43382 4.400.9
25 Structures ............ 5032 616.8 663.6 662.8 670.1 683.3 690.8 699.0
26 Change in business iNVENtOries . ............coouoiniiiiainanan, . 61.2 30.1 25.9 234 37.1 319 66.1 69.4
27  Durable goods ......... .. 336 29.1 16.9 18.1 333 —1.1 318 38.6
28  Nondurable goods ...... . 277 1.1 9.0 53 39 330 343 30.8
MEMO
29 Total GDP in chained 1992 dollars ....... .. .... .. . 6,610.7 6,742.1 6.928.4 6.926.0 6,943.8 7,017.4 7.101.6 7,139.7
NATIONAL INCOME
30 Total ... .. e 5,590.7 59123 6,254.5 6,229.4 6,303.3 6,376.5 6,510.0 n.a.
31 Compensation of employees  ................  ....... 4,012.0 42154 4.426.9 44039 4,461.0 4.520.7 4.606.3 4.663.3
32 Wages and salaries .......... e 3,254.0 34426 3.633.6 36123 3,664.0 3.718.0 3792, 38426
33 Government and government cmcrp ses ... 602.2 623.0 642.6 640.3 645.5 648.9 657.8 661.7
34 Other ...... ... . ... ... .. ... .. 2.651.8 2.819.6 2.991.0 2,972.0 3.018.4 3,069.0 3.1349 3,180.9
35  Supplement to wages and salaries ............. 758.0 7729 793.3 791.5 797.0 8027 813.6 820.7
36 Employer contributions for social insurance 353.0 366.0 385.7 383.6 388.6 3936 401.3 405.5
37 Other labor income ... ................ 405.0 406.8 407.6 407.9 408.4 409.1 4123 415.1
38 Proprictors’ meome! L 4716 489.0 5203 5200 523.8 5283 5346 543.6
19 Business and prmessmm\ 434.7 465.5 4834 4335 4837 4879 494 .4 499.1
40 Farm' o0 ool 36.9 23.4 372 36.5 40.1 404 40.2 445
41 Rental income of persons” .. ... o 124.4 132.8 146.3 144.6 148.0 1492 149.0 148.6
42 Corporate prohls 570.5 650.0 7359 738.5 739.6 747.8 779.6 n.a.
43 Profits before tax® 535.1 622.6 676.6 682.2 679.1 680.0 708.4 n.a.
44 Inventory valuation adjustment . . . . e —16.1 -3 -25 -54 =27 i3 35 13.1
45 Capital consumption adjustment ............. . . .. ... ... 514 516 61.8 61.6 63.2 64.4 67.7 699
46 NeUINterest . ....... ... L iuertiiiiiy i 4123 425.1 425.1 4225 430.9 430.6 440.5 n.a.
1. With inventory valuation and capital consumption adjustments. 3. For after—tax profits, dividends, and the like, see table 1.48.

2. With capital consumption adjustment.

SOURCE. U.S. Department of Commerce, Survey of Current Business
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2.17 PERSONAL INCOME AND SAVING
Billions of current dollars except as noted; quarterly data at seasonally adjusted annual rates
1996 1997
Account 1994" 1995° 1996"
Q2 Q3 Q4 Q¥ Q2
PERSONAL INCOME AND SAVING
1 Total personal income .................... ... ... 5,791.8 6,150.8 6,495.2 6,461.3 6,541.9 6,618.4 6,746.2 6,830.0
2 Wage and salary disbursements . ... 3,240.7 34295 36325 3.611.2 3,662.8 3.7169 3,791.5 3,841.5
3 Commodity-producing industries . 824.4 864.4 909.1 906.3 917.2 927.8 9429 953.3
4 Manufacturing . ... 620.8 648.4 674.7 674.1 680.1 685.6 694.1 700.7
5 Distributive industries 741.4 783.1 8233 819.2 829.0 840.6 856.8 866.8
6  Service industries . ................... . 1,072.7 1.159.0 1,257.5 1.2453 1,271.1 1,299.5 1,334.1 1.359.6
7  Government and government enterprises ....................... 6022 623.0 642.6 0640.3 645.5 648.9 657.8 661.7
8 Other labor income 405.0 406.8 407.6 407.9 408.4 409.1 4123 415.1
9 Proprietors’ income' 4716 489.0 520.3 520.0 523.8 5283 534.6 543.6
10 Business and professional’ .......... ... ..., 434.7 465.5 483.1 483.5 483.7 487.9 494.4 499.1
11 Fam' ...l 36.9 234 37.2 36.5 40.1 40.4 40.2 44.5
12 Rental income of persons® . 124.4 132.8 146.3 144.6 148.0 1492 149.0 148.6
13 Dividends ............. 204.8 2519 291.2 290.0 292.0 295.2 3125 3183
14 Personal interest income . . . 668.1 718.9 735.7 7278 742.7 7498 757.2 766.8
15 Transfer payments .............. ..o oiiiitiiiainiaiii, 954.7 10150 1,068.0 1.064.8 1,072.4 1.081.5 1,107.2 L1175
16  Old-age survivors, disability, and health insurance benefits 473.0 507.8 5376 5354 540.0 545.6 558.9 5644
17 LESS: Personal contributions for social insurance ................ 2715 293.1 306.3 305.0 308.2 3115 3182 3213
18 EQUALS: Personal income ................ouiiiiroiiian iuann 5,791.8 6,150.8 6,495.2 6,461.3 6,541.9 66184 6,746.2 6.830.0
19 LESS: Personal tax and nontax payments ....................... 739.1 795.1 886.9 887.8 897.3 922.6 955.7 982.0
20 EQUALS: Disposable personal income ................. . . ..... 5,052.7 5,355.7 5.608.3 5,573.5 5.644.6 5.695.8 5.790.5 5.848.0
21 Less: Personal outlays .......... ... .. ... ..ol 4,842 1 5.101.1 5,368.8 53478 5,390.6 54754 5,574.6 5,600.1
22 EQUALS: Personal saving .......... ... ... oiiiiiiiniiiann ... 2106 254.6 239.6 225.7 254.0 2204 2159 2479
MEMO
Per capita (chained 1992 dollars)
23 Gross domestic Product ...............c.iiiiiii i 25,357.7 25,615.7 26,085.8 26,106.4 26,114.4 26,331.6 26,597.8 26,690.5
24 Personal consumption expenditures . . N 17,207.4 17,459.2 17,748.7 17.761.8 17,744.2 17.847.8 18,045.2 18,048.1
25 Disposable personal income ....... ... .l 18.431.0 18,861.0 19,116.0 19,081.0 19,161.0 19,152.0 19,331.0 19.435.0
26 Saving rate (PEICENt) ............ .« ..ieieiaeaiie o0 e e 42 4.8 43 4.1 4.5 39 3.7 42
GROSS SAVING
27 GrosS SAVIIE .. ......ouiniiit i 1,079.2 1,165.5 1,267.8 1,256.3 1,295.9 1,303.0 1,3329 na.
28 Gross private SaviNg . .. .....ovotii i 1,030.2 1,093.1 1,125.5 1,106.3 1,145.1 L1314 1,134.0 n.a.
29 Personal saving . ..........iiih il 210.6 254.6 239.6 225.7 254.0 2204 2159 247.9
30 Undistributed corporate profits' ...... ... 167.6 172.4 202.1 202.6 202.3 212.6 211.5 na.
31 Corporate inventory valuation adjustment —16.1 ~243 -2.5 -54 -2.7 33 35 18.1
Capital consumption allowances
32 COMPOTALE .o\t ettt i ettt e e o 4123 4289 452.3 448.5 455.5 4620 467.4 4721
33 Noncorporate 226.3 224.1 230.5 2283 232.2 2352 238.0 239.8
34 Gross government Saving ............ ...ttt 49.0 72.4 142.3 150.0 150.8 171.6 198.9 n.a.
35 Federal ................... e —=117.2 —103.6 —39.3 —40.2 ~28.3 —59 15.9 n.a.
36 Consumption of fixed capital ... ... .... ... AN 69.5 70.9 712 714 712 71.3 714 715
37 Current surplus or deficit (—), national accounts. ............... ~186.7 —174.4 -1105 -111.6 —99.5 ~77.1 —55.5 na.
38 Stateandiocal ... 166.2 176.0 181.5 190.2 179.1 177.5 182.9 n.a,
39 Consumption of fixed capital .............. S 69.4 729 76.2 75.8 76.5 71.2 78.2 79.1
40 Current surplus or deficit (—), national accounts. . ........... ... 96.8 103.1 105.3 1144 102.6 100.4 104.7 n.a.
41 Gross investment ............ L. .l 1,093.8 L,137.2 1,207.9 1,206.0 1,216.4 1,243.5 1,268.6 n.a.
42 Gross private domestic investment 1,007.9 1,038.2 1,116.5 1,105.4 1,149.2 LISt 1,193.6 1.227.2
43 Gross government investment 206.0 213.4 224.3 226.3 223.6 225.3 2233 226.7
44 Net foreign investment . .......... ~120.0 —114.4 -132.9 —125.6 —-156.4 -132.9 —148.4 na.
45 Statistical discrepancy. ......... ... ... i 14.6 -~-28.2 ~59.9 ~-50.2 -79.5 ~59.5 —-64.3 n.a.

1. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

SOURCE. U.S. Department of Commerce, Survey of Current Business.
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3.10 US. INTERNATIONAL TRANSACTIONS Summary

Millions of dollars; quarterly data seasonally adjusted except as noted'

1996 1997
fem credits or debus 1994 1995 1996
Qi Q2 Q3 Q4 QI
1 Balance on current account. .. ..... .. - 133,538 -129,095 —148.184 —32 884 -42.833 -H).966
2 Merchandise trade balance” - 166.192 = 172,560 =191.170 - 42928 —49.787
3 Merchandise exports 302.398 575871 612,069 150,048 1534101 )i\) Thi 137.840 102527
4 Merchandise imports ... . o ~668.590 —749431 -803.239 - 192573 -200,973 - 203.257 - 206,036 =212
5 Military transactions, nct. . e . 1.874 3,800 3,756 485 1214 792 1.295 518
6 Other scrvice transactions. nel 59.902 67.837 76,344 17.901 18.569 19,185 20,697 20,152
7 Investment income, net ..., . 9,723 6.808 2.824 24061 883 - 1370 1.250 =340
§  US. government grants S . 15,671 — 11096 —14,933 =221 2423 290 - 5499 —2.1602
) government pensions and olhen lmn\fers AU -4.544 3420 -4.331 —-1.136 - 1081 - 14004 1050 —1.09%
10 Private remnittances and other transfers ... .. ... .. e -18.630 —19.530 =20.704 EER AL S.185 -5.193 - 8.377 - 5449
11 Change in U.S. government assets other than official
reserve assets. net (inerease, —).. . ... L. ~352 - 549 —690) =210 —358 162 284 31
12 Change wn ULS. official reserve assets (increase, ) . 9742 6.668 17 521 7.489 -315 1480
13 Gold... .......... 0 1) 8} 0 0 0 0
14 Special drawmg: rtghts (SD —808 370 199 - 133 8438 — 1406 72
15 Reserve position in International Monctary Fund . —2.460 ~1.2%0 - 849 -220 - 183 -28 1.055
16 Foreign cutrenctes ... ... .. ... —-6.468 7.578 1065 - 170 6824 141 3,352
17 Change 1in ULS. private assets abroad vincrease, —). ..., . —296916 —338.322 —-70.573 —J48.817 —85.193 —153837 - 104.298
18 Bank-reported claims®.. ... e —4.200 —75,108 -98.186 1.868 192 —33.589 —66.657 - 50.560
19 Nonbank-reported claims -31.739 —34.997 -64.234 —15.778 —3,047 17.294 26.115 .
20 US. purchases of foreign P —60,309 =100,07+4 -108.189 — 34,455 -20,328 - 13.206 =30.200 - 4510
21 ULS. direct investments wbroad, net. P . —69.202 —86,737 —87.513 -22210 23.6034 -1t -- 3865 —24.628
40,385 110,729 122,354 52014 13,154 24089 “ M7 28,337
30,750 68,977 111.2523 53,600 —3.383 25472 23.107
6.077 3.735 4.381 S2 1.258 1217 651
- . 2,366 744 720 =143 =204 907 377
206 Other US. labilities rqmrled by U.S hﬂnks s e 1.065 34,008 4,722 - 31284 {4,198 —1.922 7489
27 Other toreign othcial assets” L] L .. 2473 3265 1.278 =211 1.285 - i.585 - 3287
28 Change in foreign private assels ! United States (increase. +) 256,952 340,505 425201 36,219 92960 134.540 161,482 130,530
29 US. bank-reported liablities™. . ... L .. 104338 30,176 9,784 -335235 2219 2.040 38.960 18.891
30 US. nonbank-reported Imbllmu . PRI =7.710 34,588 31.786 6,500 7,288 20,610 2912
3t Foreign private purchases of US. Tr\.\\ury \tuxr 'C\, fet .. 34.274 99.54% 183578 11,832 RINA 43,402 RN .
32 Forugn purchases ol other U.S, secunnes, net . .. 56,971 96367 133798 36475 20.761 5115 2447 38.738
32 Foreign direct investments in United States, nCl N 15.679 67,526 76.955 15,877 17440 25.977 17 661 21.700
24 Allocation of special drawwng rights. .. ... . .0 oL S Q Q 8] 0 0 Q 0 0
35 Duscrepancy . . [ —3,283 — (4911 —46927 15,419 =20.831 —38.254 =329 SNG4
36 Due to &e.as()na] adjus e e R . . 6,228 -1.076 - 7.830 2,069 325
7 Before scusonal adjustment e e —3.284 — 14931 —-46926 9,191 —19.755 —30424 -35.928 - 25439
MEMO
Changes in oficial ussets
38 US officlal reserve ts (nerease. 1 .. . L. I 5.346 -9.742 6.668 17 =523 7489 —3Is 4480
39 Foreign official assets in United States, chIudmg line 25
(imercase. F) ooy . 38.019 109,985 121.634 32,157 13.358 23182 32.937 27.960
40 Change m Orgamization of Petroleum Exporting Countries official
assets 1 United States ¢part of hne 22y ... ... -1.529 4,239 12.278 —1.539 5,230 5.263 3308 6717
1 Seasonal factors are not calculated for Jimes 12-16, 18-20, 22-34, and 38-40. 4. Assoctoted primarily with mulitary sales contracts and other transactions arranged with
2. Data are on an international accounts basis. The data differ from the Census basis data, or through foreign official agencies.
shawn n table 3. 11, fur reasons of coverage and timing. Military exports arc excluded from 5. Consists of investments in US. corporate stocks and 1t debt securities ot private
merchandise (rade data and are included in hine 5. corporations and state and local governments.
1 Reporting banks include all types of depository mstituuons as well as some brokers and SOLRCE U.S Bepartment of Commerce. Bureau of Feonomic Analssis Sumves of Cusresnt

dealers. Business,
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3.11 U.S. FOREIGN TRADE'
Millions of dollars; monthly data seasonally adjusted
1996 1997
Item 1994 1995 1996

Dec. Feb Mar. Apr. May June?
1 Goods and >_ervi<:es. balance ... ..... -104,416 - 101,857 - 111.040 - 10.60t —11,474 --0,884 —7.755 -8.746 —9.536 -8.158
2 Mcnjh.mdlsc .. - 166,192 - 173,560 ~ 191,170 17.695 — 18,148 - 16,761 — 14877 15.527 ~16,363 - 15013
3 Services 61,776 71.703 80,130 7.094 6,674 6.877 7122 6.781 6.827 6.855
4 Goods and services, exports 699,646 794.610 848.833 72443 71,957 74.370 78.193 77.887 77.686 78420
N Mcrqhundl.xc . 502.398 575871 612,069 52133 51.686 53.687 57155 57.162 56.871 57456
6 Services ... 197,248 218.739 236.764 20311 20.271 20,683 21,038 20.725 208158 20,964
7 Goods and services, imports. .. ... —804.062 —-896.467 --959.873 —-83.045 -83.431 —-84.254 —85,948 —86.633 ~87.222 —86.578
8 Merchandise. ... ... —668.590 —749431 —803.239 —69,828 69,834 -70,448 -72.032 -72.689 —73.234 -72.469
9 Services ....... .. oo o oL -135.472 - 147,030 — 156,634 -13.217 — 13,597 -13.806 —13916 - 13,944 —13.988 14,109

1. Data show monthly values consistent with quarterly figures i the US.
puymcnls Jecounts.

balance of

3.12 US. RESERVE ASSETS

Millions of dollars. end of period

SOURCE. FT900,

Economic Analysis.

U.S Department of Commerce, Burcau of the Census and

Bureau of

1996 1997
Asset 1993 1994 1995
Dec Jan Feh. Mar. Apr. May June July?
I Total.  ................. ... . ... 73,442 74,335 85,832 75090 68,200 67,482 67,222 65.873 68,054 67.813 66119
2 Gold stock, mcluding Exchange
Stabilization Fundﬁ'z ................. 11,053 i1.051 11.050 11,049 11.048 11,051 11,050 11.051 11.051 11,050 11,050
3 Spectal drawing rights™ .. ... ... 9.039 10.039 11.037 10312 9.793 9,866 9.879 9.726 10,050 10,023 9.810
4 Reserve position m International Monetary
Fund- . ... ... ... o 11,818 12,030 14.649 15435 14,372 14,037 13.846 13.660 13.805 13,805 13,677
S Foreign currencies® .. ..... ... Lo 41532 41.215 49,096 38.294 32.987 32.528 32447 31.436 32935 32,935 3).582

t Gold held “under earmark”™ at Federal Reserve Banks tor foreign and internanonal
accounts is not included in the gold stock of the United States: see table 3.13, line 3. Gold
stock 15 valued at $42.22 per fine troy ounce.

2. Special drawing rights (SDRs) are valued according to a technique adopted by the
International Monetary Fund (IMF) in july 1974, Values are based on a weighted average of
exchange rates for the currencies of member countries. From July 1974 through December
1980. sixieen currencies were used: since January 1981, five currencies have been used. U.S.

SDR holdings and reserve positians m the IMF alsa have been valued on this basis since July
1974.

3. Includes allocations of SDRs by the International Monetary Fund on Jan. | of the year
indicated. as follows: 1970—$867 million: 1971—$717 rillion; 1972—$710 milhon, 1979—
$1.139 mullion: 1980—~$1,152 million; 1981—5%1.093 iillion: plus net transactions i SDRs.

4. Valued at current market exchange rates.

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAI RESERVE BANKS'
Millions of dollars, end of period
1996 1997
Asset 1993 1994 1995
Dev Jan Feb. Mar. Apr May June July?
! Deposits. ... . ..... 386 250 386 167 167 229 16 169 176 178 175
Held m custody
2 US. Treasury securities 379,394 1866 522,170 638.049 646.130 662,375 672,059 668,536 662,747 652077 653,157
3 Earmarked gold™ .......... .. 12.327 12,033 11.702 11,197 11,197 11,175 11.034 10.944 10.868 10.794 10,793

1. Excludes deposits and U.S. Treasury sccurities held for inlernational and regional
organizanons.

2 Marketable U.S. Treasury bills. potes. and bonds and nonmarketable US. Treasury
securities. m each case measured at face (not market) value.

3. Held in foreign and mternational accounts and valued at $42.22 per fine troy ounce: not
mcluded i the gold stock of the United States.
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3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Mittions of dollars, end of period

1996 1997
Item 1994 1995
Dec. Jan. Feb. Mar. Apr. May June?
Tootall o 520,934 | 630918 752,663 762,914 771,952 | 781,077° | 777,370 | 782,285" | 776,610
By type , )
2 Liabilities reported by banks in the Umited States®. . ............... 73,386 107.394 112,182 119,641 116,672 119,881° 117,337 125,584" 122,227
3 U.S. Treasury bills and certificates”. ............................ 139,571 168,534 193,435 188,076 191,080 191,548 183,628 176,268 161,984
U.S. Treasury bonds and notes
4 Marketable.. ... ... .. ... 254,059 293,690 380,565 388,396 398,519 405,625 413,007" | 416,384" 427,118
5 Nonmarketable® 6,109 6,491 5,968 6,007 6,043 6,084 5692 5,730 5.767
6 47,809 54,809 60,513 60,794 59.628 57,939 57,706 58,319 59,514
7 215,374 222,406 253,099 262,055 260,962 | 264,919 264,681" | 265,724 271,004
8 17,235 19473 21,343 21,151 21,237 21,997 19.677 20,196 20577
9 41,492 66,721 81,807 77411 79,332 80,232 77,024 82,292° 88,760
10 236,824 311,016 383,107 350,803 399,294 | 401,098 403,526 402,102 381,478
1 i 4,180 6,296 7,379 6,717 7.411 7,908 7,765 8,643 8,890
12 Other countries 5.827 5,004 5,926 4,775 3,714 4,921 4,695" 3,326" 5,899

1. Includes the Bank for International Settiements.

2. Principally demand deposits, time deposits, bankers acceptances, commercial paper,
negotiable time certificates of deposit, and borrowings under repurchase agreements,

3. Includes nonmarketable certificates of indebtedness and Treasury bills issued to official
institutions of foreign countries.

4. Excludes notes issued to foreign official nonreserve agencies. Includes current value of
zero-coupon Treasury bond issues to foreign governments as follows: Mexico, beginning
March 1988, 20-year maturity issue and beginning March 1990, 30-year maturity issue;

Venezuela. beginning December 1990, 30-year maturity issue; Argentina, beginning April
1993, 30-year maturity issue.

5. Debt securities of U.S. government corporations and federally sponsored agencies, and
U.S. corporate stocks and bonds.

SOURCE. Based on U.S. Department of the Treasury data and on data reported to the
department by banks (including Federal Reserve Banks) and securities dealers in the United
States, and on the 1989 benchmark survey of foreign porifolio investment in the United
States.

3.16 LIABILITIES TO, AND CLAIMS ON, FOREIGNERS Reported by Banks in the United States'

Payable in Foreign Currencies
Millions of doliars, end of period

1996 1997
Item 1993 1994 1995

June Sept. Dec. Mar.
1 Banks’ liabilities . ........... ... ... i 78,259 89,258 109,713 111,651 111,140 103,383 109,238"
2 Banks' claims . 62,017 60,711 74,016 65,825 68,120 66,018 72,589
3 Deposits. . .. 20,993 19.661 22,696 20,890 24,026 22,467 24,542
4 Other claims 41,024 41,050 51.320 44,935 44,094 43,551 48.047
5 Claims of banks’ domestic customers® . . . ...................... 12,854 10,878 6,145 7,554 7,390 10,978 9,357

1. Data on claims exclude foreign currencies held by U.S. monetary authorities.

2. Assets owned by customers of the reporting bank located in the United States that
represent claims on foreigners held by reporting banks for the accounts of the domestic
customers.



Bank-Reported Data  AS53
3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States'
Payable in U.S. dollars
Millions of dollars. end of period
1996 1997
Item 1994 1995 1996
Dec Jan. Feb. Mar. Apr. May June?
BY HOLDER AND TYPE OF LIABILITY
I Total, all foreigners............................... 1,014,996 | 1,099,549 | 1,137,751 | 1,137,751 | 1,135,724 | 1,158,680 | 1,154,155" | 1,163,243" | 1,176,959 | 1,164,065
2 Banks® own habilities. .. ............ .. oL 718,591 753,461 759.026 759,026 765,212 782,714 782,883" 796,555 812,025 799,548
3 Demand dcposlls 23.386 24,448 27.034 27,034 26,228 25,084 28.063° 29,745 26,494 29,803
4 Time dcposns 186,512 192,558 188,000 188,000 187.268 190,257 189.873° 183,860 184,347 186.306
5 Other' ....... 113,215 140,165 142,464 142,464 158,324 161,313 151,408" 161,326 161,693 164.861
6 Own foreign offic 395,478 296,290 401,528 401.528 393,392 406,060 413.539%° 421,624" 439,491 418,578
7 Banks' custodial liabilities® 296.405 346,088 378,725 378,725 370,512 375.966 371,272 366,688 364.934 364,517
8§ US. Treasury bills and certificates®. . ............... 162,938 197,355 220.575 220,575 214,727 217,817 218,271 211.148 200.983 197,877
9 Other ncg(llmbl:‘ and readily transferable
42,539 52,200 64.040 64,040 62,971 59.668 55,843 59,341 64,343 65,506
10 90.928 96.533 94,110 94.110 92.814 98,481 97,158 96,199 99.608 101.134
11 Nonmonetary ternational and regional organizations® 8.606 11,039 13.864 13.864 14.849 14,626 12.192 13,039 12,315 13,928
12 Banks’ own liabilities. . 8470 10,347 13,355 13,355 14,170 14,297 11,793 12, 787 12,120 13472
13 Demand deposits. . 29 21 29 29 55 51 49 16 715
14 Time dcpo 5 3.298 4.656 5.784 5.784 5792 5,035 6,952 5. 2?8 4,857 6.645
15 Other" 4,849 5,670 7.542 7,542 8.323 9.211 4,792 7.519 7.247 6,052
16 Banks’ custodial liabilities” ... ..., ............... 430 692 509 509 679 329 399 252 195 456
17 U.S. Treasury bills and certificates” 281 350 244 244 494 219 226 154 102 65
18 Other negotiable_and readlly transferable
instruments’. ... ... e 149 341 265 265 185 110 158 98 88 383
19 Other...... ... ... 0 1 0 0 0 ] 15 0 5 8
20 Official insttutions” . ..., ... 212,957 275928 305.617 305,617 307.717 307.762 311,429 300,965 301,852 284,211
21 Banks” own liabilities . 59,935 83,447 79.406 79.406 88.190 87,317 90,7017 86.794 92,847 96,311
22 Demand dep()\lls 1,564 2,098 1,511 1.290 1,378 2,390 2,345 1.857 1,559
23 Time dep() 23,511 30.717 33,336 32,646 34,457 32,691 33,428 36,027 39,793
24 Other’ ..o 34,860 50.632 44.559 54,254 51,482 55.620 51.021 54363 54,959
25 Banks® custodial liabilities® 153,022 192,481 226.211 226,211 219.527 220,445 220,728 214,171 209,005 187.900
26 U.S. Trecasury bills and certi s 139,571 168,534 193.435 193,435 188.076 191090 191,548 183.628 176,268 161.984
27 Other nevonable and readily transferable
instruments. ...l 13,245 23.603 32,350 32,350 31.291 29.008 28,797 30,396 32,485 25487
28 Other ... .. ... . 206 344 426 426 160 347 383 147 252 429
678,532 691412 680,923 680,923 669,225 683,142 687,849' 700,330 710,688 719,266
563.617 567.834 562,912 562,912 553,650 562,652 567.824' 580,203" 591,295 576.582
. . 168.139 171,544 161,384 161,384 160,258 156.592 154.285" 158.579" 151,804 158,004
32 Demand deposns ............................ 10.633 11.758 13,692 13.692 12,898 11,642 13,360 14,909 12,957 14.954
33 Time depuiltﬂ ............................ 1171 103,471 90.811 90,811 90,123 80,723 88,784 83,540 81.585 80416
34 Other® ... ... 46,335 56,315 56,881 56.881 57.237 55,227 52,141" 60.130" 57.262 62,634
35 Own foreign offices™ .......................... 395478 396.290 401,528 401.528 393392 406.060 413,539" | 421,624 439,491 418,578
36 Banks™ custodial liabilitics® 114915 123,578 118,011 118.011 115575 120,490 120,025 120,127 119,393 142,684
37 U.S. Treasury bills and certificates 11.264 15.872 13.886 13.886 13,969 13,289 13.996 14.177 11,223 23.025
38 Other negotiable_and readily transferable
mstruoments 14,506 13.035 12,321 12,321 11,542 11.210 11,204 12,169 14,363 24,140
39 Other ... 89.145 94,671 91,804 91.804 90,464 95.991 94.825 93,781 93.807 95.519
40 Other forelgners ....................... ... ... 114901 121,170 137,347 137.347 143.933 153,150 142,685" 148,909 152,104 146,660
41 Banks' own liabilities . 86,863 91.833 103,353 103.353 109,202 118,448 112,565" 116.771" 115,763 113,183
42 Dcmzlnd deposits. . 11,160 10,571 11.802 11.802 11,985 12,013 12,264' 12.461" 11,664 12,515
43 48,532 53,714 58.069 58,069 58,707 61,042 61.446' 61.654" 61,278 59.452
44 27,171 27.548 33,482 33482 38,510 45393 38,855" 42,656 42.821 41.216
45 Banks® custodial liabihtics™ ... ... 8.038 29337 33,994 33,994 34,731 34,702 30.120 32,138 36.341 33477
46 U.S. Treasury bills and certificate 11,822 12.599 13.010 13.010 12,188 13.219 12,501 13,189 13,390 12,803
47 Other negotiable and readily trans,
INSUUMENES . .. .o 14,639 15,221 19,104 19,104 20,353 19,340 15,684 16,678 17.407 15,496
48 Other .. ... . ... . 1.577 15417 1.880 1.880 2,190 2,143 1,935 2.271 5.544 5178
MEMO
49 Negotiable time certificates of deposit n custody for
foreigners. . ... ... 17.895 9,103 9934 9,934 9,035 8.745 9,332 10.658 10,916 11,651

1. Reporting banks include all types of depository institutions as well as some brokers and
dealers. Excludes bonds and notes of maturities longer than one year.

2. Excludes negotiable time certificates of deposit, which are included in Other ncgotia-
ble and readily transferable instruments.”

3. Includes borrowing under repurchase agreements.

4. For U.S. banks. mcludes amounts owed to own foreign branches and foreign subsidiar-
ies consolidated in quarterly Consohdated Reports of Condition filed with bank regulatory
agencies. For agencies, branches, and majority-owned subsidiaries of foreign banks. consists
principally of amounts owed to the head office or parent foreign bank. and to foreign
branches. agencies, or wholly owned subsidiaries of the head oflice or parent foreign bank.

5. Financial claims on residents of the United States, other than long-term securities, held
by or through reporting banks for foreign customers.

6. Includes nonmarketable certrficates of indebtedness and Treasury bilis issued to official
nstitutions of foreign countries.

7. Principally bankers acceptances, commercial paper, and negotiable time certificates of
deposit.

8. Principally the International Bank for Reconstruction and Development, the Inter-
American Development Bank. and the Asian Development Bank. Excludes “‘holdings of
dollars™ of the International Monetary Fund.

9. Foreign central banks, foreign central governments. and the Bank for International
Settlements.

10. Excludes central banks, which are mncluded in “*Official institutions.”
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States'—Continued

1996 1997
Item 1994 1995 1996
Dec. Jan. Feb. Mar. Apr. May June?
AREA
50 Total, all foreigners. ..................... ... oo 1,014,996 1,099,549 | 1,137,751 | 1,137,751 | 1,135,724 | 1,158,680 | 1,154,155" | 1,163,243" 1,176,959 | 1,164,065
51 Foreign countries ...................... oo | 1,006390] 1,088,510 1,123.887 | 1,123.887 | 1,120,875 | 1,144,054 | 1,141,963" | 1,150.204" | 1,164.644" | 1,150,137
52 EUIOPE . .ot v et - 390,869 362,819 368.380 368.380 379.641 379,566 374,944 374,978" 376,406 390,020
53 Austria . A R 3,588 3,537 5.101 5.101 4794 4,010 4.589 3.069 3,337 3,194
54 Belgium and Luxembourg . ...... ........ - 21,877 24,792 23,576 23.576 22842 23,537 22,107 18.764 20.896 40,698
S35 Denmark . 2.884 2,921 2450 2,450 2.2i03 1,594 1,692 1.647 1.974 2,003
56 Finland .. 1,436 2.831 1.463 1463 1,583 1.338 1,017 1,747 953 1,341
57 France .. 44365 39218 34365 34,365 3888 35457 34.861 40,227 A8 444 40,6286
58 Germany . S 27.109 24,035 24,554 24554 24871 24042 25,410 25.697 26,000 37,446
59 Greece... ......... e 1,400 2,014 1.810 181y 2,080 1.930 2.392 1.740 2,269 1,675
60 laly . . RN 10,885 10,868 10.701 10,701 10,366 10,610 8,676 9419 9.660 10,170
61 Netherlands . .. .. . L 16.033 13,745 10.995 12,995 9,760 10,946 11,008 11.975 8.625 8,226
62 Norway ... 2,338 1,394 1.288 1.28% 1.860 1.538 1,896 1.357 1121 841
63 Portugal ... 2,846 2,761 1.865 1.865 1,741 1.661 1,756 1.995 1,828 1.821
64  Russia .... 2,726 7,948 7.57% 7.571 7,160 6.819 7,771 7,863 9,531 12,261
65  Spain 14,675 10,011 16,920 i6.920 20,410 17,963 18,7917 17.674 15,005 16.237
66  Sweden ... 3,094 3.246 1.291 1.291 2,226 1,483 881 2.190 1,600 1,406
67 Swnzerland 40,724 43,625 44.214 44214 43,266 46.681 43315 41,803 43.674 38.973
68 3341 4,124 6,723 6.723 7.051 6,748 7.176 6,585 6,742 6,530
69  United Kingdom . 163,733 139.183 151416 151,416 157,412 157,320 154,182" 156,667° 160,958 152,706
70 Yugoslavia'l ... oL 245 177 206 206 212 239 248 266 324 228
71 Other Europe and other former U.S.S.R.! 27.770 26,389 21.871 21874 25,236 25,550 26,176 24,293 23465 23,578
72 Canada. . ... . . 24,768 30,468 38,111 38111 34.830 33,985 37,118 39.575 37,554 37,090
73 Laun AmenLa and Caribbean ....... ... . L 423,847 440,213 465,733 465,732 455,457 472,600 464.101" | 476,6947 | 491,378 490,436
74 e . . 17,203 12,235 13,794 13.794 16,475 17.018 16.739 14.057 16,379 18,177
75 B 104.014 94,991 88.304 88,304 90,460 98.120 89.427' 104.831 100,081 89.434
76 Bermuda . FE . 3.424 4.897 5299 5299 5103 8,803 8,196 7.197 6.265 5176
77 Brazl........... ... oo 9,145 23,797 27.662 27.662 22,467 23,858 23,693 23373 25405 26,013
78  British \\ul Indles ..... PN . 229,599 239,083 250,786 250.786 244,633 248,571 253.695° 250.232 267,075 269.210
79 Chile . e A 3127 2.826 2918 2915 2,987 1459 3278 kREY 1219 RIRYA!
80 Colomba . ........... . . .. ... . 4.615 3,659 3256 3256 2791 2885 2.807 3165 2,776 2.836
81  Cuba - P . 13 8 2t 21 19 9 18’ 52 54 55
82  Ecuador.................... F e 875 1,314 1.767 1.767 1.617 1,633 1.484 1.469 1,608 1,466
83 Guatemala.................... ....... N 1,121 1.276 1,282 1.282 1,348 1,410 1.378 1.514 1,457 1.497
84 Jamaica ... o 529 481 628 628 576 576 585 525 472 465
85 Mexico...... P 12,227 24,560 31,230 31.230 27.139 27.442 26,598" 27722 27914 31,357
86  Netherlands Antilles - RN 5217 4,673 5977 5.977 6,401 6.085 3,474 5334 3.678 6,103
87 Panama .............. .. ....... FR, 4,551 4.264 4,077 1.077 3,849 4,135 3,847 3711 4,008 3,969
B Peru.......... . .. 900 974 834 834 967 917 926 881 1017 919
89 Uruguay.. 1,597 1,836 1,888 1,888 1915 1.857 1.843 1.756 2,063 2,154
90 Venczuela . . . - PP 13,986 11.808 17,361 17,361 18.119 18.125 18,454 18.968 18,897 18,935
91 Other..... ... ... e 6,704 7,531 8.652 8.652 8.591 717 7,749 8.790° 9,393 9.299
G2 ASIa. ..o e 154,346 240.595 236,673 236.672 236,404 244,473 250.705" 244,199 216,550
China

93 Mamland . ... o oo . B 10,066 33750 30.438 30,438 27914 31,631 31,370 20432 7.284
94 Taiwan....... . . o . 9,844 11,714 15.990 15.990 16,680 15.619 15,796 12,441 12,356
95 Hong Kong . ... ..o o o 0 o 17,104 20,197 18,736 13,736 19.366 20,062 20,106 19,375 20,147
96 India ... 2,338 3,373 3,930 3,930 4,322 4,746 5430 4.368 4.241
97 Indonesi 1,587 2,708 2.297 2.297 2159 2,473 2,672 2,788 2,528
98 Israel 5,157 4.041 6,042 6.042 6.597 6.197 5,960° 6,413 5,749
99 Japan . . e 62981 109,193 107.012 107.012 106,419 108,703 116,066 114,669 112,998
100 Korea (gt\ulh) . A . 5424 5.749 5.949 5.949 6.056 6257 6.845 7.851 7,629
101 Philippmes . - 2714 3,092 3.378 3378 2,340 2437 2,389 2.387 2.469
102 Thailand . ... 6.466 12,279 10.9]2 10,912 9,873 10,752 9.394 7.808 6,159
103 Mddle Eastern 01] . - 15,494 15,582 14,303 14,303 12,924 12.767 13.408 13972 12,644
104 Other........... ... ... . AN 15,471 18917 17,686 17.686 21.253 22,829 21,569 22,695 22.346
105 Africa. .o e 6,524 7.641 8.063 8.063 8,443 8,110 8.536 9,824 9,953
i06 Egypt.......... - . 1,879 2,136 2.012 2012 1,933 2033 2.001 2.248 1.977
107 Morocco . . . . 97 104 112 J12 1t 97 107 91 66
108 South Africa . 433 739 458 458 610 720 827 2.004 1.770
09 Zare ......... R 9 10 10 10 5 7 9 9 39
110 Oil-exporting countries - 1.343 1.797 2,608 2.608 3095 2,467 2931 2,731 3,153
111 Other ............... FE N . 2,763 2,855 2.863 2,863 2,689 2.786 2.661 2,741 2,948
T2 0ther .. ..o B 6,036 6,774 6,927 6,927 6,100 5,320 6,469 4,783 6,088
113 Australia .. . . R 5,142 5,047 5.468 5.468 4.866 4.072 5,098 31408 4,739
T Other ..o 894 1127 1,459 1.459 1,234 1.248 1,371 1378 1.349
115 Nonmonetary international and regional olganuanons . 8,606 11,039 13.864 13.864 14.849 14,626 12.192 13.039 12418 13.928
116 International™. ... oo L .. 7.537 9,300 11.991 11.991 13.230 13.000 10.272 11,671 10.641' 12,273
117 Latin American revmndl"‘ AP . 613 893 1,339 1,339 1.103 1.220 1.459 1,050 1435 1071
118  Other regional™” ... . ... .., e e 456 846 534 534 S16 406 461 318 239 584

11, Since December 1992, has eacluded Bosnia. Croatia, and Stovema 15. Principatly the International Bank for Reconstruction and Development. Excludes

12. Includes the Bank for International Scttlements. Since December 1992, has “holdings of dollars™ of the Internationat Monetary Fund.

included all parts of the former U.S.S.R. (cacept Russia). and Bosma. Croatia, and Slovema.

13 Comprises Bahrain, Iran. Iraq, Kuwmt. Oman. Qatar, Sisudr Arabia. and United Arab

Enurates (Trucial States).
14 Comprises Algeria, Gabon, Libya, and Nigena.

for International Settlements., which 1s included in “Other Europe ™

16 Principally the Inter-American Development Bank
17 Asian. African, Middle Eastern, and European regional orgamizations, except the Bank
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3.18 BANKS’ OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States'
Payable in U.S. Dollars

Millions of dollars, end of period

1996 1997
Area or country 1994 1995 1996
Dec. Jan. Feb. Mar. Apr. May JuneP
| Total, all foreigners. .......................... . - 485,432 532,444 600,676 600,676 607,491 633,662 636,645" | 641,080" 632,145 651,993
2 Foreign countries ....................... . .. .| 480,841 530,513 598,072 598,072 605,719 631,407 | 635,139° | 638,792 | 629,813 650,070
3 EUIOPE . 124,124 132.150 166,489 166,489 178,480 193,227 204,790 183,017 195.969 191,790
4 Austna ... e 692 565 1,662 1,662 1,643 1,284 1,911 1,541 1.440 1,395
5 Belgium and Luxembourg . 6,923 7,624 6,727 6,727 7.611 6,855 8,439 8,054 8.017 8,129
6 Denmark .............. . 1129 403 492 492 678 571 546 888 924 1.010
7 Finland ...l . o s12 1.055 971 971 1,144 976 1,684 1,194 1.121 1414
8  France ... B EE 12,149 15,033 15.246 15.246 18,111 20,576 24929 15.306 17.492 16,926
9 Germany PN 7,623 9,263 8,472 8.472 9,659 9,077 11,971 9,537 9.059 9.947
10 Greece . e 604 469 568 568 636 530 755 453 477 630
b haly RN B 6,044 5,370 6,457 6.457 5,419 5,587 6,427 6,166 6.478 7.865
12 Netherlands e 2,960 5.346 7.080 7.080 8,119 8,658 7.616 8,860 8.190 10,841
13 Norway ... AN 504 665 808 808 1,058 766 1,226 846 1.199 749
14 Portugal ..o . . 938 888 418 418 420 310 421 326 306 468
15 RUSSIA ..o . 973 660 1,669 1,669 1,673 1,704 2,028 1,799 1.881 2,020
16 Spain . RN 3,536 2,166 3,211 3,211 6,507 5,407 6,633 6,301 5.854 6,810
17 Sweden .............. . PR 4,098 2,080 2,673 2,673 2,013 2,314 2,311 1,942 1,870 2,539
18 Switzerfand . .. 5,747 7474 19,798 19.798 21,457 25,258 20,855 21,301 24,574 22,500
19 Turkey ........... .. 878 803 1,109 1,109 1,029 1,221 1,236 1,216 1.306 1,455
20 United Kingdom e 66,863 67,784 85,057 85.057 86,711 96,988 99,129" 90,821" 101.240 93,161
21 Yugoslavia®. ... o o 265 147 115 115 108 107 87 78 79 75
22 Other Europe and other former US.SR3 .. ... - 1,686 4.355 3.956 3,956 4484 5,038 6.586 6,382 4462 3,856
23 Canada ... 18.490 20,874 26,436 26,436 26,348 27,881 35,782" 33,579 31,336 36,012
24 Latin America and Caribbean ... .. . R 224,229 256,944 274,127 274,127 271,654 275,255 261,155 282,478 264.380 281.329
25 Argentina ... 5854 6,439 7,400 7,400 6,987 6,952 6,995 6,870 7,237 7,297
26 Bahamas ... Lo . 66,410 58,818 71,871 71,871 62,679 66,771 67,728 68,219 65,546 66,664
27 Bermuda R P 8.533 5,741 4,103 4,103 4,444 5,980 6,216 8,125 6.596 6,951
28 Brazl oo 9,583 13,297 17,259 17,259 17,620 17.758 17,752 17.590 18,588 19,152
26 Briush West Indies . 96,373 124,037 105510 105,510 108,643 110,143 98,778 111.300 106.921 121,962
0 Chle. . . ... e 3,820 4,864 5.136 5,136 5,509 5,602 5,784 5.636 5.745 5,598
31 Colombia ..o . 4,004 4,550 6.247 6.247 6,166 6,033 6.099 6.026 6,041 6,320
32 Cuba . 0 0 0 0 0 0 0 0 0 2
33 Ecuador 682 825 1.031 1.031 1.079 1.134 1,155 995 1.092 1.130
34 Guatemala 366 457 620 620 612 634 629 633 619 651
35 Jamaica .. .. . PN 258 323 345 345 336 336 366 325 328 334
36 Mexico ...... .. . 17.749 18,024 18,425 18,425 18,323 18,297 19,516 20,292 19,168 19,211
37 Netherlands Antilles . .. 1,404 9,229 25,209 25,209 27,675 24,250 18,926 25,235 14,759 14,022
38 Panama ... e 2,198 3,008 2,786 2,786 2,796 2911 3,110 3,243 3347 3,194
39 Pern . - 997 1,829 2,720 2,720 2.867 2,944 2,510 2,473 2.580 2,606
40 Uruguay ..... - 503 466 589 589 623 766 741 682 735 721
41 Venezuela .. ... . o 1,832 1,661 1,702 1,702 1,599 1,452 1,516 1,558 1,710 1,778
42 Other ... .. . 3.663 3.376 3.174 3,174 3.696 3,292 3,334 3,276 3,368 3,736
43 AsIa 107.800 115,336 122,535 122,535 121,362 127,080 124,334" 129,598 128.769 130,743
China
44 Mainland o 836 1,023 1,401 1.401 2.035 1,766 1,456 2,201 2,168 2,045
45 Taiwan 1.448 1,713 1,894 1.894 1.249 1,201 1,709 1,532 1.500 1.884
46 Hong Kong B . 9212 12,821 12,802 12,802 11.764 11,877 14,143 13,389 14,969 16,056
47 India ...l e 994 1,846 1,946 1,946 1.824 1.957 2,194 2,147 2,257 2,336
48 Indonesia . . 1472 1.696 1,762 1,762 1.749 1.896 2,081 2,206 2435 2,569
O fsrael oo L L L e 688 739 633 633 692 617 612 586 909 63t
50 Japan ... . 59,569 61,468 59.967 59.967 59,843 64,159 56,483" 59,083 56,484 60,255
51 Korea (South) 10,286 13,975 18.958 18.958 20,214 20,031 19,943 20.863 20,925 21,119
52 Phthppmes . . S . 663 1.318 1,697 1.697 1,492 1,794 1,600 1,746 1,937 2,123
53 Thaland ... L S AN 2,902 2,612 2,679 2.679 3,003 3,092 3,429 3233 3,069 3,192
54 Middle Eastern oil-exporting countries’ . . ... . 13,982 9,639 10,424 10.424 8,582 8,889 10,078 11,315 10,590 9,085
55 Other ..o BN 5,738 6,486 8,372 8.372 8,915 9.761 10,606 11,297 11.526 9,448
56 Africa ..o R 3,053 2,742 2,776 2,776 2,731 2,772 2,735 3,282 2.847 3,269
57T Egypt oo o 225 210 247 247 246 245 244 231 270 312
58 Morocco ... 429 514 524 524 489 522 473 478 463 465
59 South Africa . . 674 465 584 584 572 564 470 452 569 602
60 Zaire ... 2 1 0 0 0 0 0 1 0 0
61 Oil-exporting countri ce e 856 552 420 420 408 474 605 1,177 679 1,129
62 Other ... ... 867 1,000 1,001 1,001 1.016 967 943 943 866 761
63 Other ... ... ... R 3.145 2,467 5,709 5.709 5,144 5,192 6,343 6,838 6512 6,927
o4 Australia . e 2,192 1,622 4,577 4,577 3743 3,176 4,101 4,918 4,088 5,042
65 Other................. oo oL 953 845 1,132 1,132 1,401 2,016 2,242 1,920 2424 1,885
66 Nonmonetary international and regional organizations® . . . 4.591 1,931 2,604 2.604 1.772 2,255 1,506 2,288 2,332 1,923
L. Reporting banks include all types of depository institutions as well as some brokers and 4. Comprises Bahrain, Iran, Iraq, Kuwait. Oman, Qatar, Saudi Arabia. and United Arab
dealers. Emurates (Trucial States)
2. Since December 1992, has excluded Bosnia. Croatia, and Slovenia 5 Compnses Algeria, Gabon, Libya, and Nigeria.
3 Includes the Bank for International Settlements. Since December 1992, has included all 6. Excludes the Bank for International Settlements, which s included in **Other Europe.”

parts of the former U.S.S.R. (except Russia). and Bosma. Croatia, and Slovenia.
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3.19 BANKS’ OWN AND DOMESTIC CUSTOMERS’ CLAIMS ON FOREIGNERS Reported by Banks in the United States'
Payable in U.S. Dollars

Milliouns of dollars, end of period

1996 1997
Type of claim 1994 1995 1996
Dec. Jan. Feb. Mar. Apr” May JuneP
Pootal oo 601,814 655,211 744,691 744,691 . 798,617
2 Banks’ claims................... ... 485432 532,444 600,676 600,676 607,491 633,662 636,645 641,080 632,145 651,993
3 Foreign public borrgwers, .......... . 23,416 22,518 22,241 22,241 26,061 24,755 28,898 29,215 27,314 28,322
4 Own foreign offices™ .............. 283,015 307,427 342,508 342,508 330.261 360,541 360,340 362,790 367,977 379,524
5 Unaffiliated foreign banks .......... 110,410 101,595 113,505 113,505 121,198 118,074 118,396 116,018 112,784 120,043
6 Deposits ...................... 59,368 37,771 33,826 33,826 39,266 38,155 37.284 34,592 34,566 35,785
7 er. . ... . ... . .- 51,042 63,824 79,679 79,679 81,932 79,919 81,112 81,426 78,218 84,258
8  All other foreigners ................... 68,591 100,904 122,422 122,422 129,971 130.292 129.011 133.057 124.070 124.104
9 Claims of banks’ domestic customers” . . . ... 116,382 122,767 144,015 144,015 . . 161,972
100 Deposits ................. ... 64.829 58519 77,673 77673 . .. 95,147
Il Negotiable and readily transferable
instruments® ... 36,111 44,161 51,207 51,207 A . 49,518
12 Outstanding collections and other
claims ... 15,442 20,087 15,135 15,135 . . 17.307
MEMO
13 Customer liability on acceptances.......... 8.427 8410 10,437 10.437 . . 11.247
14 Dollar deposits in banks abroad. reported by
nonbanking business enterprises in the
United States®. . .......ooovvevinnn.. 32,796 30,717 42,679 42,679 43,452 47,270 38,815 42,719 44,870 38,214
1. For banks' claims. data are monthly: tor claims of banks’ domestic customers, data are principally of amouats due from the head office or parent foreign bank. and from foreign
for quarter ending with month indicated. branches, agencies, or wholly owned subsidiaries of the head office or parent foreign bank.
Reporting banks include all types of depository institution as well as some brokers and 3. Assets held by reporting banks in the accounts of their domestic customers.
dealers. 4. Principally negotiable time certificates of deposit, bankers acceptances, and commercial
2. For U.S. banks, includes amounts due from own foreign branches and foreign subsidiar- paper.
ies consolidated in quarterly Consolidated Reports of Condition filed with bank regulatory 5. Includes demand and time deposits and negotiable and nonnegotizble certificates of
agencies. For agencies, branches. and majority-owned subsidiaries of foreign banks, consists deposit denominated in U.S. dollars issued by banks abroad.

3.20 BANKS' OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States'
Payable in U.S. Dollars

Millions of dollars, end of period

1996 1997
Maturity, by borrower and area’ 1993 1994 1995
June Sept. Dec. Mar."
1 Total ... ... .. . 202,566 202,282 224,932 228,534 232,997 257,924 276,080
By borrower
2 Maturity of one yearorless............... ... ... ... 172,662 170,411 178,857 185,878 189,047 211,740 223,817
3 Foreign public borrowers . .. 17,828 15,435 14,995 14,982 16,003 15,411 19910
4 All other foreigners........ 154,834 154,976 163,862 170,896 173,044 196,329 203,907
5 Maturity of more than one year 29,904 31,871 46,075 42,656 43,950 46,184 52,263
6 Foreign public borrowers . .. . .. 10,874 7.838 7.522 8,126 6,922 6,815 8.861
7  Allother foreigners....................... ... .. 19,030 24,033 38,553 34,530 37,028 39,369 43,402
By area
Maturity of one year or less
8 57,413 56,381 55,622 57,138 58,545 55,513 75,011
9 7,727 6,690 6,751 6,806 8,811 8,339 10,404
10 60.490 59,583 72,504 78,586 79,622 103,254 96,867
Il 41,418 40,567 40,296 38,111 37,199 38,135 36,495
12 1,820 1,379 1,295 1.279 1,320 1,316 1,451
i3 3.794 5,811 2.389 3,958 3.550 5,183 3,589
Maturity of more than one year
14 Burope ............... . 5,310 4,358 4,995 8,189 7017 6,928 9478
15 Canada... . .. 2,581 3,505 2,751 3,689 3,533 2,645 2,953
16 Latin America and Caribbean. . .. 14,025 15,717 27,681 19,538 21,382 24,917 26,771
17 Asia...... .. 5,606 5323 7,941 9,234 9.808 9,392 10,773
18 Africa.., ... .. 1,935 1,583 1,421 1,410 1.349 1,361 s
19 Allother’ . ...t 447 1,385 1,286 596 761 941 1,084
1. Reporting banks include all types of depository institutions as well as some brokers and 2. Maturity is time remaining until maturity.

dealers. 3. Includes nonmonetary international and regional organizations.
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3.21 CLAIMS ON FOREIGN COUNTRIES Held by U.S. and Foreign Offices of U.S. Banks'

Billions of dollars, end of period

JOON 1996 1997
Area or couniry 1993 1994
Mar. June Sept. Dec. Mar. June Sept. Dec. Mar.
FTotal. ... L e 409.5 499.5 545.0 5319 535.3 551.9 574.6 612.7 586.0 645.0 647.7°
2 G-10 countries and Switzerland .. ......... .. e 161.9 191.2 212.1 206.5 203.0 206.0 2034 226.9 220.0 2281 231.5"
3 Belgium and Luxembourg. ............. S 7.4 7.2 104 9.7 1RO 13.6 1.0 114 1.3 117 4.0
4 . 12.0 19.1 19.9 19.9 18.0 19.4 17.9 18.0 174 la.6 19.9!
5 12.6 247 32 30.0 275 27.3 315 314 339 29.8 32.0r
6wy Lo 7.7 1.8 10.6 10.7 12.6 11.5 132 149 15.2 6.0 14.4'
7 4.7 3.6 35 4.1 4.5 37 3.0 4.7 5.9 kAl 45"
8 2.7 2.7 3.1 31 29 27 33 27 3.0 2.6 14
9 Switzerland . . ..o 0 000 L 59 5.1 §.7 6.2 6.6 6.7 52 6.3 6.3 53 6.0°
100 Uniied Kingdom ... ... ... R4 BS® 90,1 8§71 0.4 824 4.7 1016 90.5 104.6 99.2'
10 Canada...............0 L oL L Lo 6.9 10.0 10.8 11.3 129 103 10.8 12.2 14.8 14.0 16.3
120 Japan . ... 17.6 211 26.7 244 26.6 28.5 227 236 217 23.6 217
13 Other industrialized countries ......... . ... ... .. 26.5 457 144 433 50.5 50.2 613 555 62.1 65.7 66.4"
14 Austria . ..., N 1.1 9 7 1.2 9 1.3 1.2 1.0 11 1.9
15 Denmark. 1.0 1.3 1.7 1.1 1.8 2.6 3.4 33 17 1.5 1.7
16 Finland. .. .. 4 9 1.1 N 7 8 7 6 6 8 7
17 Greece 3.2 4.5 4.9 5.0 5.1 5.7 5.6 5.6 6.1 6.7 6.3
18 Norway. . L7 2.0 24 1.8 23 32 2.1 2.3 3.0 8.0 53
19 Portugal . 8 1.2 1.0 1.2 1.9 1.3 1.6 1.6 1.4 9 1.0
20 Spain .. 9.9 13.6 14.1 13.0 13.3 i1.6 17.5 13.6 i6.1 132 14.4
21 Turkey 2.1 1.6 1.4 1.4 2.0 1.9 2.0 2.3 2.8 2.7 27
12 Other Western Europe. . ... . oo 32 32 2.8 29 33 4.7 38 34 48 4.7 6.3
23 South Africa. . . 1.1 1.0 1.5 1.4 1.3 1.2 1.7 2.0 1.7 2.0 1.9
24 Australia. oo o 23 15.4 126 t4.3 17.4 16.4 217 19.6 22.8 240 244
DS 0OPEC” ..o s 17.6 24.1 193 20.3 227 221 212 20.1 9.2 21.8"
26 Ecuador ... e e 5 5 5 7 7 7 8 9 9 11
2 Venezuela, 5.1 3.7 35 3s 3.0 2.7 2.9 2.3 23 1.9
28 Indonesta . . 33 38 4.0 4.4 44 4.8 4.7 49 54 49
29 Middle East countries ... . . ... L0 ool oL 7.6 15.3 10.8 1S 139 133 12.3 1.5 10.1 132
30 African countries 1.2 9 7 6 [ .6 6 5 -+ 7
31 Non-OPEC developing countries . S . 832 96.0 98.5 1037 104 1 1126 118.6 126.4 1241 130.1 125.1'
Lann America
320 Argentina................ 7.7 11.2 14 12.3 10.9 129 12.7 14.1 15.0 14.3 14.3°
33 Brazl... 12.0 84 9.2 10.0 13.6 13.7 18.3 217 17.8 207 22,00
34 Chile.. 4.7 6.1 6.4 7.1 6.4 6.8 6.4 6.7 6.6 7.0 6.8
35 Colombia . 2.1 26 2.6 2.6 29 29 29 2.8 31 41 a7
36 Mexico. . 17.9 18.4 17.9 176 16.3 17.3 16.1 154 16.1 16.2 17.2°7
37 Peru .. . . . . o 4 5 6 8 7 8 9 1.2 1.3 1.6 1.6
380 Other ... 3.1 2.7 24 26 2.6 2.8 31 3.0 3.0 33 3.4
Asia
China
3 Mainland ... 2.0 11 1.1 |4 1.7 1.8 33 2.9 2.6 2.5 2.7
40 Tarwan . 7.3 9.2 85 9.0 9.0 9.4 9.7 9.8 0.3 10.2 10.5'
41 India.... 3.2 4.2 38 4.0 4.4 4.4 4.7 4.2 33 4.3 4.9
42 5 4 6 7 5 S 5 .6 5 5 .6
4} Karea (South) 6.7 16.2 16.9 187 18.0 19.1 193 21.7 219 215 14.6
44 Malaysia 4.4 31 39 4.1 4.3 4.4 5.2 5.3 5.5 59 6.5"
45 Philippines EN! 33 30 3.6 33 4.1 39 4.7 5.4 58 6.0
46 Thaland . 3.1 2.1 3.3 I8 39 4.9 52 54 4.8 37 6.8
47 Other Asia KA 4.7 4.9 s 37 4.5 4.3 48 41 4.1 1.3
Africa
48 Bypl. ... 4 3 4 1 K] 4 5 5 6
49 Morocco. N 6 b 9 9 7 7 R 7
S0 Zawre.. .. . . e 0 0 0 .0 0 .0 0 0 0
51 Other Africa® ... .......... ... .. ... P 8 8 N [ 9 8 1o
52 Eastern Europe..... ..................... e 32 2.7 2.3 1.8 3.4 4.2 0.3 5.1 53
53 Russiat... 1.6 8 a 4 6 1.0 1.4 1.0 1.5
54 Other 1.6 1.9 1.7 1.3 2.8 3.2 4.9 4.1 3.5
55 Offshore banking centers 735 729 85.7 83.8 87.5 99.2 101.3 106.2 105.3
56 Bahamas. 10.9 10.2 12.5 8.4 12.6 11.0 139 17.3 14.2
57  Bermuda.. 8.9 8.4 8.7 8.4 6.1 6.3 33 4.1 4.0
58  Cayman Islands and other British West Indies 18.4 21.4 20.7 253 25.1 32.4 28.8 26.1 32.0
59 Netherlands Antilles ....................... 2.8 1.6 1.2 28 5.7 103 111 13.2 ny
60 2.4 1.3 1] 1.2 1.3 14 1.6 1.7 17
61 Lebanon.....................ooo0 L0 L0 L B N .1 | 1 B .1 .1 1
62 18.8 20.0 22.5 231 237 25.0 25.3 278 26.2
603 11.2 10.1 19.2 4.8 133 13.1 154 159 154
o4 . e e , .l §] QO | 1 R 1 |
65 Miscellaneous and unallocated” . .. ... ... ... 436 66.9 825 720 64.2 57.6 62,6 727 30.0
1 The banking offices covered by these data nclude 1S, offices and foreign branches ot 2. Organtzation of Petroleum Exporung Countries, shown mdividually: other members of
LLS banks. including U.S. banks that are subsidiaries of foreign banks. Oftices not covered OPEC (Algena. Gabon, Iran, Iraq, Kuwait, Libya, Nigena. Qatar. Saudi Arabia. and United
mclude U.S agencies and branches of foreign banks Beginmng March 1994, the data include Alab Fmiirates); and Bahran and Oman (not formally members of OPEC)
Jarge toreign subsidiaries of U.S. banks. The data also inchude other types of U.S. depository 3. Excludes Libena Bepinning March 1994 inctudes Nanibia
sutetions as well as some types of brokers and dealers To ehminate duplication, the data 4. As of December 1992, excludes other repubhics of the former Sov et Umon,
are adjusted to exclude the claims on foreign branches held by a U.S. office or another foreign 5. Includes Cunal Zone.
branch of the same banking 1nstitution. 6. Foreign branch clatms only.
These data are on a gross claims basis and do not necessarily reflect the ultimate country 7. Includes New Zealand, Liberia, and international and regional orgameations.

sk or exposure of U.S. banks. More complete data on the country risk exposure of U.S. banks
are available i the quarterly Country Exposure Lending Survey published by the Federal
Financial Institutions Examination Counctl.
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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
1995 1996 1997
Type of hability. and area or country 1993 1994 1995
Dec. Mar. June Sept. Dec. Mar?
Flotal ...l e 50.597 54,309 46,448 46,448 49,907 48,990 51,695 54,822 54,619
2 Payableindollars ........... ... ...l 38,728 38298 33,903 33.903 36,273 35,385 36.465 39.00% 39.394
3 Payable m foreign currencies ... ... ... 11,864 16,011 12545 12,545 13.634 13,605 15.230 15,819 15.225
By rype
4 Financial liabilities ........ ... ... o oo 29,226 32,954 24,241 24241 26,570 24,844 25492 26,089 25,449
5 Payable in dollars ...... 18,545 18,818 12,903 12,903 13,831 12.212 11,319 11,37« 11,241
6  Payable 1n foreign currencies 10.681 14,136 11.338 11,338 12,739 12,632 14,173 14,715 14,208
7 Commercial habiliies ............ ..o oo 21,371 21,355 22.207 22,207 23,337 24,146 26,203 28,734 29,170
8  Trade payables 8.802 10,005 11.013 11,013 10,815 11,081 11,791 12,720 11,520
9 Advance receipts and other liabilities 12.569 11,350 11.194 11,194 12,522 13,065 14,412 16,015 17.650
10 Payable in dollars .. ... S 20,183 19.480 21,000 21,000 22,442 23,173 25,146 27.629 28,153
11 Payable 1n foreign currencics 1,188 1,875 1,207 1.207 895 973 1,057 1,104 1.017
By area or ('(7!011"_\'
Financial liabilities
12 Lurope .......... ......... 18.810 21,703 15,622 15,622 16,950 16,434 16,133 16,242 15,962
13 Belgium and Luxembourg 175 495 369 369 483 498 547 63z 769
14 France ........ ... i 2,539 1,727 999 999 1.679 1,011 1.220 1,091 1,205
15 Germany . ...... 975 1.961 1,974 1,974 2,161 1.850 2.276 1,834 1,589
16 Nethertands . . 534 552 466 466 479 444 519 556 507
17 Switzerland ... 634 /88 895 895 1,260 1,156 830 699 694
18 United Kingdom 13.332 15.543 10,138 10,138 10,246 10,790 9.884 10,22¢ 9.756
19 Camada ... ... ... oo o0 ool 859 629 632 632 1,166 951 973 1,401 602
20 Laun America and Caribbean  ....... ... ........ 3359 2,034 1,783 1.783 1,876 969 1,169 1,668 1,834
21 Bahamas ... .. ..o 1148 101 59 59 78 31 50 236 284
22 Bermuda ......... oo 0 80 147 147 126 28 25 50 27
23 Brazil ........ 18 207 57 57 57 3 52 78 75
24 British West Indi 1,533 998 866 866 946 826 764 1,030 927
25 Mexico 17 0 12 12 16 11 13 1 16
26 Venezuela 5 5 2 2 2 1 1 1 1
27 ASH .. 5,956 8.402 5.988 5.988 6.390 6,351 6,969 6,400 6,347
28 Japan ...l N 4,887 7314 5.436 5436 5.980 6,051 6,602 5.846 5,771
29 Middle Eastern oil-exporting countries 23 35 27 27 26 26 25 28 72
30 Africa ...l e e 133 135 150 150 131 72 153 38 29
3 Oil-exporting countries” 123 123 122 122 122 61 121 0 0
32 Allother 109 50 66 66 57 67 95 340 675
Commercial habilibes
330 BUrope ... ool i 6.827 6,773 7.700 7.700 8.425 7,916 8,702 9,767 9,582
34 Belgium and Luxembourg ..., ... .. oLl 239 241 331 33 370 326 427 476 643
35 France ....... e e e 655 728 481 481 648 678 657 680 688
36 Germany 684 604 767 767 867 839 959 1,002 1,045
37 Netherlands, . . ... e e 688 722 500 500 659 617 668 766 553
38 Switzerland ... ... 375 327 413 413 428 516 409 62¢. 486
39 United Kingdom 2.039 2444 3.568 3,568 3.525 3.266 3,664 4,307 4,165
40 Canada Ll e 879 1.037 1,040 1.040 959 998 1,145 1,090 1,070
41 Latin Amenca and Caribbean ... ... 1.658 1,857 1.740 1,740 2,110 2.301 2,39 2,574 2,573
42 Bahamas ... .. .. 21 19 1 1 28 35 33 6 43
43 Bermuda ..... . ....... 350 345 205 205 570 509 355 297 479
44 Brazil .... ........ Lo 214 161 98 98 128 119 203 196 207
45 British West Indies .... .. 27 23 56 56 10 10 15 14 14
46 Mexico ........ P 481 574 416 416 468 475 451 665 637
47 Venezuela ... ... 123 276 221 221 243 283 341 32¢ 318
48 10.980 10,74 1,421 10,421 10,474 11,389 12,238 13,422 13,978
49 4,314 4.555 3.315 3315 3,725 3,943 4,150 4,61 4,503
50 1,534 1.576 1912 1,912 1.747 1,784 1,951 2,168 2,495
S Africa ..ol S 453 428 619 619 708 924 1,020 1,040 1,037
52 Oil-exporting countries™ .............. ... ... ... 167 256 254 254 254 462 490 53 479
53 Other . ..o i 574 519 687 687 661 618 702 840 930
1. Comprises Bahrain. Iran, Iraq, Kuwait. Oman. Qatar, Saudi Arabia, and United Arab 2. Comprises Algeria, Gabon. Libya, and Nigeria.
Emirates (Trucial States). 3. Includes nonmonetary international and regional organizations.
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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in
the United States

Millions of dollars, end of period

1995 1996 1997
Type of claim, and area or country 1993 1994 1995
Dec. Mar. June Sept. Dec. Mar?
49,159 57,888 52,509 52,509 55,406 60,195 59,048 63,604 63,835
45,161 53,805 48,711 48711 51,007 55,350 53,884 58,592 58,498
3,998 4,083 3,798 3,798 4,399 4,845 5,164 5012 5,337
By vpe
4 Financial claims ............. ... .o 27771 33,897 27,398 27,398 30,772 35,251 34,200 35,268 36,400
5 Deposits .. ..... . 15717 18,507 15,133 15,133 17,595 19,507 19,877 21,404 19,240
6 Payable in dollars . ............ S| 15182 18,026 14,654 14,654 17,044 19,069 19,182 20,631 18,137
7 Payable in foreign currencies S 535 481 479 479 551 438 695 73 1,103
8  Other financial claims....... . . e 12,054 15,390 12,265 12,265 13,177 15,744 14,323 13,864 17,160
9 Payable in dollars ............. o 10,862 14,306 10.976 10,976 11,290 13,347 12.234 12,069 15,383
10 Payable in foreign currencies . ...................... 1,192 1,084 1,289 1,289 1.887 2,397 2,089 1,795 1,777
11 Commercial claims .. . Ceeeee o -] 21,388 23,991 25,111 2501 24,634 24,944 24,848 28,336 27,435
12 Trade receivables ....................... . 18,425 21,158 22,998 22,998 22,123 22,353 22410 25,713 24,698
13 Advance payments and other claims 2,963 2,833 2,113 2,113 2,511 2,591 2,438 2,623 2,737
14 Payableindollars ........ ... .. . ... il 19,117 21,473 23,081 23,081 22,673 22,934 22,468 25,892 24,978
15 Payable in foreign currencies ................ ... ... 2,271 2,518 2,030 2,030 1,961 2,010 2,380 2,444 2,457
By area or country
Financial claims
16 Burope ...............c i 7,299 7.936 7,609 7,609 8,929 10,498 9,777 9,282 9,317
17 Belgium and Luxembourg .. e e 134 86 193 193 159 151 126 185 119
18 France .................. 826 800 803 803 1,015 679 733 694 761
19 Germany ... 526 540 436 436 320 296 272 276 324
20 Netherlands . .. . 502 429 517 517 486 488 520 493 567
21 Switzerland ... .. .- 530 523 498 498 470 461 432 474 570
22 United Kingdom 3.585 4,649 4,303 4,303 5.568 7426 6.603 6,119 6,075
23 Canada ..o e e 2,032 3,581 2851 2,851 5,269 4,773 4,502 3,445 4,817
24  Latin America and Caribbean ... ................. ... 16,224 19,536 14,500 14,500 13,827 17,644 17,241 19.577 19,453
25 Bahamas .. AN 1,336 2,424 1,965 1,965 1,538 2.168 1,746 1.452 1,894
26 Bermuda . N 125 27 81 81 77 84 113 140 157
27 Brazil ... e 654 520 830 830 1,019 1,242 1,438 1,468 1,404
28 British West Indies . . .- 12,699 15,228 10,393 10,393 10,100 13,024 12,809 15,182 14,846
29 Mexico ........ . 872 723 554 554 461 392 413 457 517
30 Venezuela ............iiiiiiiii e 161 35 32 32 40 23 20 31 22
31 ASH s 1,657 1,871 1,579 1,579 1,890 1,571 1,834 2221 2,068
32 Japan ...l . 892 953 871 871 1171 852 1,001 1.035 831
33 Middle Eastern oil-exporting countries’ ... .......... 3 141 3 3 13 9 13 22 12
34 Africa ... 99 373 276 276 277 197 177 174 183
35 Qil-exporting countries’ 1 0 S 5 5 5 i3 14 14
36 Allother’............... ... ... ... ... ... . 460 600 583 583 580 568 669 569 562
Commercial claims
37 BUIOPE .. vt 9,105 9,540 9,824 9,824 9,776 9,842 9,266 10,424 9.827
38 Belgium and Luxembourg . .. . . . ... . . L. 184 213 231 231 247 239 213 225 364
39 France ........... ... ... 1,947 1,881 1,830 1,830 1,803 1,659 1,532 1.644 1,514
40 Germany .. - 1,018 1,027 1.070 1,070 1.410 1,335 1,240 1336 1,360
4] Netherlands . .. B N 423 31 452 452 442 481 424 561 582
42 Switzerland . .. .. . S 432 557 520 520 579 602 590 642 405
43 Umted Kingdom ....................... .. ..ot 2,377 2,556 2,656 2,656 2,607 2,658 2,515 2,946 2,625
44 Canada ... e . 1,781 1,988 1,951 1,951 2,045 2.074 2,082 2,165 2,380
45  Latin America and Caribbean ............. ... ..... 3,274 4,117 4,364 4,364 4,151 4,347 4,399 5,264 5,048
46 Bahamas ............... ... .. 1 9 30 30 30 28 14 35 40
47 Bermuda ... .. 182 234 272 272 273 264 290 275 159
438 Brazil ......... . 460 612 898 898 809 838 963 1,291 1,201
49 British West Indies . . 71 83 79 79 106 103 119 190 127
50 Mexico .......... . 990 1,243 993 993 870 1,021 931 1.128 1,098
51 Venezuela ..................oi .. 293 348 285 285 308 313 316 357 330
S ASIE e e 6014 6,982 7312 7312 7,100 6,939 7,278 8372 8,283
53 Japan .. ... . R 2275 2,655 1,870 1.870 2,010 1,877 1,918 2,003 2,052
54 Middle Eastern oil-exporting countries' .. ............ 704 708 974 974 1,024 903 945 971 1,078
S5 Africa .o 493 454 654 654 667 688 731 745 717
56 Oil-exporting countries® ......... . ... .. ......... 72 67 87 87 107 83 142 166 100
57 Other’. ..o i 721 910 1,006 1,006 895 1,054 1,092 1,366 1.180
1. Comprises Bahrain, Iran, Irag, Kuwait. Oman, Qatar, Saudi Arabia, and United Arab 2. Comprises Algeria, Gabon, Libya, and Nigeria.

Emirates (Trucial States). 3. Includes nonmonetary international and regional organizations.
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3.24 FOREIGN TRANSACTIONS IN SECURITIES

Millions of dollars

1997 1996 1997
Transaction, and area or country 1995 1996
Jan.— P
Tune Dec. Jan. Feb. Mar. Apr. May June
U.S. corporate securities
STOCKS
| Foreign purchases ............... .. .. .. ... 462,950 623,760 454,468 57,051 73,036 73,051 68,450 70,267 82,604 87,060
2 Foreignsales ................ . . . 451,710 611,832 424,390 56,629 70,132 69,191 68,153 64,4337 75,655 76,826
3 Net purchases, orsales (=) . . . . ...... ........ 11,240 11,928 30,078 422 2,904 3,860 297 5,834" 6,949 10,234
4 Foreign countries .......... ... .... ... ... 11,445 12,002 30,121 451 2,905 3,860 289 5.854" 6,968 10,245
5 Europe ... . BN 4912 5,046 25,570 -229 3271 5.486 2,116 6,686 2,440 5,571
6 France ... i - 1,099 —2.354 965 ~1,064 532 427 —309 679 238 —602
7  Germany .. —1.837 1,104 4,850 —-18 959 1.086 699 648 601 857
8  Netherlands .. 3,507 1,389 1,252 —160 322 —334 378 378 382 126
9  Switzerland .. .. e e —2,283 2,710 3.407 —470 289 784 304 810 184 1,036
10 United Kingdom B - 8,066 4,119 9,365 1,487 —134 2,950 492 3,274 218 2,565
11 Canada ... ....... .. ... ... . —1.517 2,221 1,306 -9 422 308 373 141 27 35
12 Latin America and Caribbean ......... 5814 5,563 3,650 994 1,364 405 —1,433 —1,982 2,916 2.380
13 Middle Bast' ....................... —-337 --1,598 156 ~7 -1 26 10 203 ~246 164
14 Other Asia  ........................ 2,503 906 —1.087 —232 -2,175 —2,549 —894 729 1,556 2,246
15 Japan ... oo —2.725 -372 1,866 —343 —1,559 ~500 —253 1,294 1,763 1,121
16 Africa ........ e 2 -8 224 10 —8 58 96 =7 4 81
L7 Other countries ...................... 68 —-55 302 -76 32 126 21 84 271 ~232
18 Nonmonetary international and
regional organizations . ...... ... ... ... .. .. —205 -74 —43 -29 -1 0 8 -20 -1 -11
Bonps?
19 Foreign purchases .. ...... ... .o oo 293,533 422,249 287,002 43,054 48,955 48,818 43455 42.663" 44.479 58,632
20 Foreignsales ............ ... .. 206,951 294,636 227.049 32825 37438 36.424 38.104 31726 36,358 47,302
21 Net purchases, orsales (=) . . . ..... . . ....... 86,582 127,613 59,953 10,229 11,820 12,394 5,351 10,937° 8,121 11,330
22 Foreign countries .............. ... ............. 87,036 127,442 59,894 10.229 11,824 12,381 5,337 10,9417 8,213 11,198
23 BUIOPE i e . 70,318 75,722 38,196 4.770 6,088 9,612 4,572 5377 5,331 7,216
24 France ...........ieiiieiiiiioian BN 1,143 5,124 1,391 252 73 290 340 602 -4 90
25 Germany ...l 5938 5,164 478 =27 ~274 184 493 30 145 -100
26 Netherlands .. 1,463 2,440 1,766 148 337 125 105 67 978 154
27 Switzerland . ... 494 1,053 —10 -30 —58 -189 98 189 -54 4
28  United Kingdom 57,591 57,590 32,391 4,498 5911 9,229 2,849 4313" 3,618 6,471
29 Canada .................. 2,569 4,197 2,684 391 379 1,055 390 512 445 —-98
30 Latin America and Caribbean 6,141 22,901 6,211 2,940 3,189 ~627 —2434 2,550 1,567 1,964
31 Middle East' .............. 1,869 1,637 1.504 412 480 691 480 16 =173 16
32 Other Asia e . 5,659 22,715 9,916 1,644 1,661 1,231 2,165 2,185 874 1,800
33 Japan ... e 2,250 13,644 6,591 1,395 1,597 535 1,213 1,229 39 1,618
34 Africa B 234 600 674 79 89 243 47 190 44 61
35 Other countries  .......................... 246 ~330 709 ~7 -62 176 117 i 123 239
36 Nonmonetary international and
regional organizations . ...... ... ... ....... —454 1m 59 [ -4 13 14 -4 -92 132
Foreign securifies
37 Stocks, net purchases, or sales (—) -50.291 -57,122 | —25,797 —5,002 —3,646 —-4,353 ~3,827 —4,089° —4,005 —5,787
38  Foreign purchases ............. 345,540 456,826 316,685 41.850 47,084 50,139 47,780 49,725 57,612 64,345
39  Foreign sales . .. 395,831 513,948 342,482 47,752 50,730 54,492 51,607 53,814' 61,707 70,132
40 Bonds, net purchases, or sales -48,405 —48,793 | —12,288 —10947 —-710 —1,626 —-2,979 5,720 —1,328 —~11,365
41  Foreign purchases ........... . 889,541 1,118,678 720,975 99.095 109,567 110,510 131,453 117,761" 127,985 123,699
42 Foreignsales ........ . e 937.946 | 1,167.471 733,263 110,042 110,277 112,136 134,432 112,041° 129,313 135,064
43 Net purchases, or sales (—), of stocks and bonds —98,696 | —105915 | —38,085 | —16,849 —4,356 —5,979 6,806 1,631° —5423 -17,152
44 Foreign countries ...................... ... ..... —97,891 | —105,044 | —38,368 -16,838 ~4,404 —6.061 —6,872 1,617" ~5,480 —-17.168
45 Europe —48,125 —55,948 -968 | —10.740 740 ~2,030 -3,005 5,732 -13 -2,392
46 Canada -7.812 -6,279 - 166 -2.269 525 1,855 -110 -239 — 841 -1,356
47 Latin America and Caribbean -7,634 —9,503 | —17,154 -2.020 -2.264 -3,417 —1,574 —1,240° —1,286 —~7,373
48 Asia L. —34,056 =27745 | —-19,732 =773 -2.830 —2.284 -1,517 -3,650" -3.570 —5.881
49 Japan .. ~25.072 —5.888 | —13,447 2218 -332 -2.269 —674 —2.349 -2.8"8 4,945
50 Africa . ... e e -327 -1,529 —248 36 34 ~7 -74 —121 15 ~95
S1 Other countries ......... . . . 63 ~4.040 —100 -1.072 -609 ~178 —592 1,135 215 ~71
52 Nonmonetary international and
regional organizations C e —-805 -871 283 ~11 48 82 66 14 &7 16

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 inciudes issues of new debt securities sold abroad by U.S.
corporations organized to finance direct investments abroad.
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325 MARKETABLE U.S. TREASURY BONDS AND NOTES Foreign Transactions'

Millions of dollars; net purchases. or sales (—) during period
1997 1996 1997
Area or country 1995 1996
Jf:n; Dec. Jan, Feb. Mar. Apr. May June?
1 Total estimated .............. .. ... ... ... ... .. .. ...... 134,115 | 244,725 132,015 | 47,662 20,791 30,615 22,076 25,587" 7,752 25,194
2 FOreign COUNIIES . ...\ttt et 133,676 | 246,567 130,630 | 46,519 21,257 29,707 22,386 25,127 7,909 24,244
3 BUIOPE .ottt e 49,976 | 118,345 64,699 14,778 3,403 17,117 13,473 10,625 9.688 10,393
4 Belgium and Luxembourg 591 1,486 1,986 370 48 657 83 937 298 —-37
5 Germany .............. 6,136 17.647 -3,137 1,499 556 —1,227 —3,124 | —1480 721 1417
6 Netherlands 1,891 —582 1,416 855 -671 546 343 1,412 194 —408
7 Sweden ..... 358 2,343 —1,037 26 —255 —346 —581 86 90 141
8 Switzerland .. ... —472 327 937 =517 241 992 ~1,431 1,029 —223 329
9 United Kingdom ............... .. 34,754 65,381 47,956 7,265 1,936 13,423 14,242 6,482 6,951 4,922
10 Other Europe and former U.S.S.R. 6,718 31,743 16,578 5,280 1,548 3,072 3,941 2,331 1,657 4,029
11 Canada ... 252 2,389 1,591 —780 667 —402 -317 17 348 1,278
12 Latin America and Caribbean . ....... ... .............. .. 48,609 25379 —859 15,228 9.813 ~762 -3,336 1,381 —9.,495 1,540
13 Venezuela ...................... -2 -69 751 212 -3 69 10 -8 93 590
14 Other Latin America and Caribbean . 25,152 13,026 13,824 5.292 6,031 1,577 3,763 | —2,657 2,004 3,106
15 Netherlands Antilles .............. 23,459 12422 | —15,434 9,724 3,785 —2,408 —7,109 4,046 —11,592 | 2,156
16 Asia............... 32,467 98,001 64,305 16,744 8,593 14,217 12,227 13,200 7,537 8,531
17 Japan . 16979 41,390 32,570 7593 4,264 6.326 1.747 6,604 7,657 5,972
18  Africa . 1,464 1,085 415 -2 29 57 —-22 —16 27 340
19 Other ... i 908 1,368 479 551 —1,248 —520 361 80" —196 2,162
20 Nonmonetary international and regional organizations ............ 439 —1,842 1,385 1,143 —466 908 -310 460 —157 950
21 International 9 —1,390 1,025 773 —-484 530 —384 467 -172 1.068
22 Latin American regional ................ ... .. ..ol 261 =779 318 252 -1 362 80 24 =2 —145
MEMO
23 FOreign COUNtIies . .............ouuiiinnenanrnenninennanenn 133,676 | 246,567 130,630 | 46,519 21,257 29,707 22,386 25,127 7,909 24,244
24 Official institutions 39,631 86,875 46,553 13,662 7.831 10,123 7,106 7,382 3,377 10,734
25 Otherforeign ...... ... ... ... ... 94,045 | 159,692 84,077 | 32,857 13,426 19,584 15,280 17,745 4,532 | 13,510
Oil-exporting countries

26 Middle East® ... ... ... .. ... 3.075 10,227 8,255 2.279 1,307 2.604 2.533 2.879 542 | —1,610
27 Africa” L. 2 1 -6 0 0 -1 0 1 -6 0

1. Official and private transactions in marketable U.S. Treasury securities having an
original maturity of more than one year. Data are based on monthiy transactions reports.
Excludes nonmarketable U.S. Treasury bonds and notes held by official institutions of foreign

countries.

3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS'

Percent per year, averages of daily figures

2. Comprises Bahrain, Iran. Irag, Kuwait, Oman, Qatar, Saudi Arabia, and United Arab

Emirates (Trucial States).

3. Comprises Algeria, Gabon, Libya, and Nigeria.

Rate on Aug. 30, 1997

Rate on Aug. 30, 1997

Country Country
Month N Month

Percent effective Percent effective
AUSIFIA. .o s 25 Apr. 1996 Germany ........ ... 2.5 Apr. 1996
Belgium. . 2.5 Apr. 1995 Italy ... .. 6.25 June 1997
Canada. . . 35 June 1997 Japan . ... 5 Sept. 1995
Denmark . 3.25 Nov. 1996 Netherlands . 2.5 Apr. 1996
France? ............o.ooiiiiiiiiiiiii. 34 Jan. 1997 Switzerland ........... ... ... L 1.0 Sept. 1996

1. Rates shown are mainly those at which the central bank either discounts or makes
advances against eligible commercial paper or government securities for commercial 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 is understood that the central bank transacts the largest

proportion of its credit operations.

3.27 FOREIGN SHORT-TERM INTEREST RATES'

Percent per year, averages of daily figures

2. Since February 1981, the rate has been that at which the Bank of France discounts

Treasury bills for seven to ten days.

1997
Type or country 1994 1995 1996

Feb. Mar. Apr. May June July Aug.
I Eurodollars. ............. ... ... ... 4.63 5.93 5.38 5.36 5.50 5.70 5.69 5.66 5.61 5.58
2 United Kingdom .- 5.45 6.63 5.99 6.16 6.17 6.35 6.41 6.63 6.93 7.12
3Canada..............oiiia 5.57 7.14 4.49 3.16 3.25 3.49 3.35 330 357 3.67
4 Germany. ..................... ... 5.25 443 321 3.08 316 3.14 3.09 3.05 3.06 319
5 Switzerland 4.03 294 1.92 1.61 1.77 1.76 1.51 1.25 1.43 1.39
6 Netherlands 5.09 4.30 291 2.95 312 3.15 3.15 3.14 3.17 3.40
7 France. .. .. 5.72 6.43 3.81 3.22 326 328 337 3.30 3.27 331
8 Taly .. 8.45 10.43 8.79 7.33 7.40 7.09 6.82 6.85 6.87 6.85
9 Belgium 5.65 4.73 3.19 3.10 340 322 3.22 3.23 3.39 3.55
10 Japan 224 1.20 .58 .54 .55 .55 .58 60 .67 .58

1. Rates are for three-month interbank loans, with the following exceptions: Canada,
finance company paper; Belgium, three-month Treasury bills; and Japan, CD rate.
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3.28 FOREIGN EXCHANGE RATES!

Currency units per dollar except as noted

International Statistics (1 October 1997

1997
Country/currency unit 1994 1995 1996
Mar. Apr. May June Juty Aug.
1 Australia/dollar® ... ... ... ... 73.161 74.073 78.283 78.747 77.868 77.510 75.422 74.199 74.036
2 Austria/schilling 11.409 10.076 10.589 11.932 12.050 11.998 12.158 12.620 12.946
3 Belgium/franc . . 33.426 29.472 30970 34.961 35328 35.188 35.651" 37.040 38.011
4 Canada/dollar .. 1.3664 1.3725 1.3638 1.3725 1.3942 1.3804 1.3843" 1.3775 1.3905
5 China, PR./yuan . . 8.6397 8.3700 8.3389 8.3258 8.3257 8.3229 8.3224 8.3162 8.3187
6 Denmark/krone . . . . 6.3561 5.5999 5.8003 6.4628 6.5226 6.4926 6.5804 6.8317 7.0109
7 Finland/markka . S 5.2340 4.3763 4.5948 5.0632 5.1375 5.1444 5.1794 5.3164 5.5046
8 Franceffranc.................... 5.5459 4.9864 5.1158 5.7154 5.7672 5.7482 5.8293° 6.0511 6.2010
9 Germany/deutsche mark .......... .. 1.6216 1.4321 1.5049 1.6946 1.7119 1.7048 1.7277 1.7939 1.8400
10 Greece/drachma. ... ........... ... ... .. 242.50 231.68 240.82 266.86 270.58 271.95 273.83 281.43 288.41
11 Hong Kong/dollar..................... .. 7.7290 77357 7.7345 7.7460 7.7483 7.7431 7.7445 7.7454 77436
12 India/rupee. . ... .. 31.394 32418 35.506 35.885 35.828 35.825 35.820 35747 36.009
13 Ireland/pound2, ..... 149.69 160.35 159.95 156.57 155.05 151.11 150.60 149.45 145.34
14 Italy/lira. ... ... . L. 1,611.49 1,629.45 1,542.76 1,691.21 1.694.52 1,684.33 1,694.54° 1.745.91 1,797.12
15 Japanfyen...................... 102.18 93.96 108.78 12277 125.64 119.19 114.29 115.38 117.93
16 Malaysia/ringgit ................ 2.6237 2.5073 2.5154 24773 2.5028 2.5070 2.5167 2.5815 2.7589
17 Netherlands/guilder, ... ....... ... 1.8190 1.6044 1.6863 1.9071 1.9256 1.9173 1.9438" 2.0201 2.0709
18 New Zealand/doflar®. ............ 59.358 65.625 68.765 69.789 69.220 69.097 68.713 66.097 64211
19 Norway/krone . ................. .. 7.0553 6.3355 6.4594 6.7915 6.9932 7.0797 72240 7.4545 7.6224
20 Portugal/fescudo. ........... ... .ol 165.93 149.88 154.28 170.35 171.77 171.72 174.56 181.20 186.50
21 Singapore/dollar .. ....... .. oo 1.5275 1.4171 1.4100 1.4378 1.4417 1.4368 1.4271 1.4521 1.4977
22 South Africa/rand . .. .. 3.5526 3.6284 4.3011 4.4319 4.4417 4.4668 4.5005 4.5611 4.6856
23 South Korea/won 806.93 772.69 805.00 882.62 895.57 894.67 891.40 893.09 898.71
24 Spain/peseta. ... .. 133.88 124.64 126.68 143.72 144.48 143.93 145.98 151.33 155.51
25 Sri Lanka/rupee. 49.170 51.047 55.289 57.873 58.826 58.862 58.531 58.732 59.189
26 Sweden/krona . . .. 7.7161 7.1406 6.7082 7.6502 7.6942 7.6856 7.7506 7.8188 7.9886
27 Switzerland/franc . 1.3667 1.1812 1.2361 1.4634 1.4618 1.4331 1.4424" 1.4824 1.5128
28 Taiwan/dollar. . . .. 26.465 26.495 27.468 27.551 27.629 27.791 27.903 28.032 28.824
29 Thailand/baht. . ... ... . 25.161 24.921 25.359 25.959 26.064 25.751 24.534 30.274 32.399
30 United Kingdom/pound? 153.19 157.85 156.07 160.96 162.93 163.22 164.49' 166.94 160.35
MEMO
31 United States/dollar®. ... ... ............. 91.32 84.25 87.34 95.60 96.39 95.29 95.42° 97.48 99.96

1. Averages of certified noon buying rates in New York for cable transfers. Data in this

table also appear in the Board’s G.5 (405) monthly statistical release. For ordering address,
see inside front cover.

2. Value in U.S. cents.

3. Index of weighted-average exchange value of U.S. dollar against the currencies of ten
industrial countries. The weight for each of the ten countries is the 1972-76 average world
trade of that country divided by the average world trade of all ten countries combined. Series
revised as of August 1978 (sce Federal Reserve Bulletin, vol. 64 (August 1978), p. 700).
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4.23 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made. May 5-9. 1997
A. Commercial and industrial loans made by all commercial banks'
. Weighted- Amount of loans (percent)
Wi‘ghled' Amount of | Average loan average Most
[tem :ﬁ::l‘igvce loans size mz:lturity3 common
. (mullions (thousands of Subject to base pricing
loan r‘Mez of dollars) dollars) Secured by Callable prepayment Made under rate
(percent) collateral commitment
Days penalty
LOAN RISK®
1 All consumer and industrial loans 6.82 113,807 692 241 324 225 310 72.1 Fed funds
2 Mimmal risk 6.10 11,450 1,306 38 21.4 31.3 59.5 67.3 Fed funds
3 Lowrisk ...... 6.24 28,086 1,461 168 29.0 21.8 30.6 53.6 Fed funds
4 Moderate risk ... 7.05 36,639 602 297 33.0 23.6 23.1 79.6 Fed funds
5 Acceptable risk 7.49 19,762 514 324 42.0 19.7 355 87.8 Foreign
By maturuv/repricing interval o
6 Zerointerval ..o o oo L L 8.48 15714 213 490 579 215 75 88.8 Prime
7 Minimal ask .. 879 280 184 230 41.6 358 113 95.5 Prime
8 Lowrisk ..... 7.46 2,214 317 374 41.4 19.6 59 95.4 Prime
9  Moderate risk ... 8.58 6,014 186 518 05.0 22.4 6.3 924 Prime
10 Acceptable risk 8.68 5,495 267 480 56.3 226 10.6 87.7 Prime
6.20 53,142 5,820 37 224 26.0 29.8 57.5 Fed funds
5.95 9,411 26,589 14 219 26.8 59.5 62.6 Fed funds
5.96 16,567 8,188 33 264 26.8 236 327 Fed funds
Moderate risk 6.43 15,855 4,936 36 20.1 352 214 742 Fed funds
15 Acceptable risk 6.33 5.433 2,918 108 147 13.8 38.1 87.2 Fed funds
16 2 to 30 days 6.80 15.608 890 225 288 244 46.5 81.8 Fed funds
17 Mimmal risk 6.20 1,088 2,273 38 6.6 83.0 827 94.9 Fed funds
18  Lowrisk ..... 6.36 2,955 1,796 267 i8.3 15.7 38.3 67.0 Fed funds
19 Moderate risk . .. 6.91 4,822 761 319 29.9 16.0 309 826 Foreign
20 Acceptable risk 7.54 3,133 591 259 52.1 17.4 58.7 949 Foreign
21 31 to 365 days 6.86 21,841 599 364 35.0 12.1 443 87.5 Foreign
22 Minimal risk 6.89 616 129 189 255 4.7 449 80.8 Foreign
23 Lowrisk ...... 6.42 5.520 879 305 377 6.8 56.5 874 Foreign
24 Moderate risk .. 6.85 7.895 652 334 25.8 6.9 372 87.6 Foreign
25 Acceptable risk 726 5.154 746 359 459 25.0 49.2 86.3 Foreign
Months
26 More than 365 days. ............ ..... 8.26 3,035 208 50 69.6 12.7 8.0 51.5 Prime
27 Minimal risk .. RN 9.26 41 26 62 89.4 219 16.5 27.0 Prime
28  Lowrisk .. 8.38 230 110 42 60.3 5.6 5 573 Other
29  Moderate ris} .. 8.69 1,548 269 53 84.2 10.0 10.8 292 Prime
30 Acceptablerisk.............. .. ..., 8.78 424 222 45 727 3.8 93 66.2 Prime
Weighted-
Weighted- average
average Tisk maturity/
rating® repricing
interval®
Days
SIZE OF LOAN
=99, Lo 982 2,799 31 202 844 318 4.5 752 Prime
32 100-999 . ... . 8.75 9,843 32 92 70.0 242 15.1 88.1 Prime
33 1,000-9.999 . NN 7.15 27,820 3.0 63 364 16.7 328 83.7 Foreign
34 10,000+ o 6.32 73,346 25 47 238 24.1 335 655 Fed funds
Average size
(thousands
of dollars)
BASE RATE OF LOAN®
35 Prime’. . . 9.13 16,746 33 165 733 23.7 6.1 82.9 150
36 Fed funds .. 6.14 43,971 24 6 211 28.2 26.2 508 10,890
37 Other domesti 6.29 10,154 2.7 70 11.0 41.8 278 67.2 2.231
38 Foreign .. 6.60 29,674 2.7 53 36.5 10.1 60.9 942 3,531
39 Other. ... 7.01 13,263 3.0 116 250 14.8 133 83.8 369

Footnotes appear at the end of the table
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4.23 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, May 5-9. 1997

B. Commercial and industrial loans made by large domestic banks'

X Weighted- Amount of loans (percent)
V&;evlg;te;:l- Amount of | Average loan average, Most
Ttem aﬁec!i%/e loans size maturity” b common
(millions (thousands of Subject to ase pricing
loan rate . Secured by ’ A Made under 4
(percent)® of dollars} doliars) collateral Callable prepayment | oo ent rate’
Days penalty
LOAN Risk’
1 All consumer and industrial loans ... ... 7.05 44,201 912 378 357 279 9.0 65.0 Fed funds
2 Mimimal risk . 6.60 754 1,891 313 15.9 94 67.6 93.9 Domestic
3 Lownsk ..... 6.28 8,519 3,558 397 40.6 56.0 104 51.3 Fed tunds
4 Moderate risk ... .. 7.16 16,720 1,067 409 39.2 31.0 8.3 67.1 Prime
5 Acceptablerisk ................... 8.11 6,837 420 424 45.1 10.2 8.1 80.9 Prime
By maturirv/repricing interval ®
6 Zero interval ........ ... ... e 8.19 9,607 378 421 50.3 13.4 5.5 88.2 Prime
7 Minimal risk 825 127 770 189 21.8 11.7 229 99.0 Other
8 Lowrisk .. ... 6.87 1,364 1,472 271 343 10.0 63 96.9 Other
9  Moderate risk ... 8.34 3,765 356 463 573 18.1 6.9 94.5 Prime
10 Acceptable risk 8.46 3,348 335 377 48.9 13.1 37 87.2 Prime
11 Daily ... 6.32 16,396 4,480 109 323 49.6 6.0 38.7 Fed funds
12 Minimal risk .. 5.97 358 4,855 339 .0 11.5 833 88.4 Domestic
13 Lowrisk ....... 6.00 4,571 7.114 263 535 81.9 4.3 19.4 Fed funds
14 Moderate risk 6.38 6.338 5,847 79 329 55.1 5.2 499 Fed tunds
15 Acceptable risk 7.31 590 654 552 399 1.3 8.0 759 Domestic
16 21030 days ...l 6.99 6.389 918 372 297 16.1 12.9 727 Domestic
17 Minmmal rish . . 6.15 108 2,052 266 36.6 51.8 97.5 Foreign
18 Lowrisk .... 6.38 1,113 3.400 500 16.3 30.0 12.3 76.9 Domestic
19 Moderate risk ... . 6.94 2,367 1478 417 29.6 16.6 12.3 73.6 Domestic
20 Acceptablerisk ............... ..., 7.95 1,154 436 474 50. 13.4 19.6 92.6 Prime
21 31t0365days ...................... 6.99 6.220 2,367 515 20.5 7.8 14.8 75.7 Foreign
22 Minimal risk . . .. 6.95 158 2,314 351 31.2 9.5 78.8 100.0 Domestic
23 Lowrisk ....... 6.55 767 2,562 493 28.4 117 25.7 83.1 Foreign
24  Moderate risk ... 6.91 2.621 2,316 467 17.2 10.0 11.3 75.6 Foreign
25  Acceptable risk 7.57 1.364 1,856 247 272 1.5 9.4 58.0 Foreign
Months
26 More than 365 days................... 7.94 2,142 1.973 46 64.8 12.1 10.0 539 Prime
27  Minimal risk . ... P 8.59 3 95 76 98.9 * 99.0 849 Prime
28 Lowrisk ..... 789 128 2,148 37 398 * A 69.9 Other
29  Moderate risk . 8.53 1,180 2,931 50 82.8 10.7 13.0 279 Prime
30 Acceptable risk 8.63 296 789 43 61.4 1.6 137 73.0 Prime
Weighted-
Weghted- average
average risk maturity/
rating repncing
interval
Days
SIZE OF LOAN
31 1-99 ... ool 9.53 884 36 43 82,9 400 5. 90.4 Prime
32 100999 . . ... 8.83 4.641 34 48 672 210 33 90.7 Prime
33 1,000-9,999 ... .. 7.32 12,621 3.1 56 338 14.1 13.9 79.0 Other
34 10,000+ ......... 6.51 26,054 27 115 29.4 354 6.9 52.8 Fed funds
Average size
(thousands
of dollars)
BASE RATE OF LOAN*
35 Pame’ o 8.91 9,863 33 229 69.3 18.3 6.3 81.2 249
36 Fed funds . ... 6.19 10,659 2.5 6 433 56.1 1.9 27.5 10,988
37 Other domestic . . . 627 8,173 2.7 73 11.1 39.9 17.5 60.7 5.645
38 Foreign ....... . .. 6.91 6,465 3.1 103 25.0 6.7 17.9 80.1 2.665
39 O0ther. ... 6.83 9,041 30 51 20.0 6.3 8.8 84.8 2227

Footnotes appear at the end of the table,
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423 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, May 5-9, 1997

C. Commercial and industrial loans made by small domestic banks'

R Weighted- Amount of loans {percent)
‘Z\?g_l:eg ) Amount of | Average loan average Most
Ttemn offe cti%/ e loans size maturity’ ) common
loan rate. {millions (thousands of Secured by Subject to Made under base.pndcmg
(percent) of dollars) dollars} collateral Callable prepayment | o ent rate
Days penalty
LOAN Risk®
1 All consumer and industrial loans ....... 7.96 13,374 126 487 57.2 20.9 239 66.8 Prime
2 Minimal risk .. 8.43 524 65 360 47.8 36.8 14.6 64.5 Prime
3 Lowrsk ....... .. 7.16 3.237 217 321 396 12.5 34.7 54.6 Fed funds
4 Moderate risk . . 8.26 3913 95 594 62.5 16.4 243 61.1 Prime
5 Acceptable risk 8.30 2 141 501 739 229 218 763 Prime
By maturity/repricing interval®
6 Zerointerval ... ... 9.15 4,278 94 524 80.8 30.3 55 85.5 Prime
7 Minimal risk .. 9.78 128 97 275 69.0 50.6 .1 91.1 Prime
8 Lowrisk ..... .. 8.93 605 107 650 70.0 25.6 49 91.3 Prime
9 Moderate risk ... .. 9.09 1.692 82 557 86.8 275 56 85.2 Prime
10 Acceptable risk 9.31 1.203 125 417 824 326 87 795 Prime
11 Daily ....oooveii 6.48 2,640 654 62 24.1 4.2 71.1 28.1 Fed funds
12 Minimal risk .. o 6.50 72 544 9 47 204 78.4 78.1 ther
13 Lowrisk -.... 6.01 920 1,077 17 14.1 2 75.9 15.1 Fed funds
14 Moderate risk ... 6.45 861 506 79 14.7 5.4 80.9 16.4 Fed funds
15 Acceptable risk 6.50 403 565 66 267 2.6 64.0 355 Fed funds
16 2to 30 days .... 7.81 1415 160 373 46.0 29.1 23.0 70.9 Prime
17 Minimal risk 813 126 314 138 25.5 63.1 2 74.6 Prime
18 Lowrisk ..... 6.94 473 497 237 32.1 15.3 35.6 423 Fed funds
19 Moderate risk ... 8.33 315 79 585 532 21.7 111 85.7 Prime
20 Acceptable risk 8.24 250 111 510 747 229 14.6 89.6 Prime
21 31t0365days ...l L.l 7.48 3,259 108 490 56.3 18.2 17.5 76.8 Foreign
22 Minimalnsk ... L 832 148 32 259 62.0 53 5.6 3472 Prime
23 Lowrisk ....... .. 7.08 1.115 207 356 434 13.9 187 729 Foreign
24 Moderate risk ... .. 7.89 635 68 545 522 2.6 17.5 58.5 Foreign
25  Acceptable risk. ... 7.40 691 141 672 80.3 17.6 278 96.9 Foreign
Months
26 More than 365 days................... 9.04 892 66 58 80.9 14.4 2.8 45.7 Other
27  Minimal risk .. .. 9.31 38 24 61 88.6 22.3 15.1 22,6 Prime
28 Lowrisk ..... 8.97 104 52 49 85.0 12.2 * 419 Other
29  Moderate risk . 9.17 369 69 65 88.9 7.8 39 336 Other
30 Acceptable risk 9.13 129 84 48 98.8 8.7 3 50.6 Other
|
Weighted-
Weighted- average
average risk maturity/
rating” repricin
interval
Days
SIZE OF LOAN
31 199 o 10.01 1,849 29 272 86.1 28.0 3.6 67.2 Prime
32 100-999 . ... . 9.16 3,523 3.0 177 836 28.1 6.9 81.3 Prime
33 1,000-9.999 . . .. 7.64 3901 29 176 574 233 137 834 Foreign
34 10,000+ ... 6.30 4,100 27 35 214 83 59.6 383 Fed funds
Average size
(thousands
of dollars)
BASE RATE OF LOAN®
35 Prime’ .. ..o 9.51 5427 31 97 83.3 30.8 5.0 817 79
36 Fed funds .. ... .. 6.02 2,729 2.7 30 12.6 7.5 84.5 12.9 2,681
37 Other domestic . 7.12 420 20 257 362 59.1 * 76.3 153
38 Foreign .. 6.81 2,441 3.0 104 47.6 13.3 17.2 909 1,823
39 Other. .. ...oooviiii 7.96 2,356 2.8 487 626 134 4.5 68.2 74

Footnotes appear at the end of the table.
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4.23 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, May 5-9, 1997

D. Commercial and industrial [oans made by U.S. branches and agenctes of foreign banks'

. Weighted- Amount of [pans {percent)
v;i'g_‘:eg' Amount of | Average loan average, Most
fem e | o or| " Sujct base priing
foan rate, N Secured by . © | Made under il
(percent)® of dotlars) dollars) collateral Callable prepayment | Lo ent rale
Days penalty
LoaN Risk®
1 All consumer and industrial loans 6.37 56,233 5.548 Y6 23.8 19.0 47.8 79.0 Fed funds
2 Minimal risk . 595 10,172 36,351 4 204 326 6.2 63.5 Fed funds
3 Lowrisk ... 6.03 16,330 8.425 68 209 6.3 399 547 Fed funds
4 Moderate risk 6.63 16,006 4,094 118 19.3 17.7 372 97.3 Foreign
5 Acceptable risk 6.85 10.215 3448 220 315 25.1 56.2 95.6 Fed funds
By matrin/repricing interval®
6 Zeroimerval . ... L 8.42 1.829 644 876 442 429 223 99.5 Prime
7 Mimmal risk 6.51 28 558 176 20 813 16.3 100.0 Fed funds
8 Lowrsk .... 711 245 557 332 10.3 584 6.2 96.6 Prime
9 Moderate risk B.63 557 509 945 50.8 16.2 53 1000 Prime
10 Accepiable risk B.63 944 952 949 49.7 43.3 78 100.0 Prime
11 Daily . 6.12 34.107 23,749 10 17.6 17.2 360.7 68.8 Fed funds
12 Minimal risk 594 8,982 60,629 2 229 275 584 61.4 Fed funds
13 Low risk . 5.94 11,076 21,028 2 16.3 6.3 27.0 396 Fed funds
14 Moderate risk .. 6.47 8.656 20227 3 11.2 235 265 917 Fed funds
15 Accepable risk . 6.18 4441 17.987 57 10.2 15.2 393 9.5 Fed funds
16 21030days ... ....... ... - 6.47 7.R04 4.505 7 2540 30.1 76.2 91.2 Fed funds
17 Mmimal risk S . .. * - * " * i * *
18 Lowrisk ..... 6.14 1.369 3738 88 15.1 4.2 39.1 67.5 Fed funds
19 Moderate nsk 6.68 2.140 2954 (79 26.8 14.5 532 92.1 Foreign
20 Acceptable risk 717 1,729 4,203 49.6 19.4 89.2 972 Foreign
21 3l t0365days ... 6.64 12,362 3.262 259 36.7 12.8 645 96.2 Foreign
22 Minimal risk 6.18 309 5.367 72 52 * 44.5 93.3 Foreign
23 Lowrisk ... 6.20 3.638 6,096 251 379 3.5 4.3 9.7 Foreign
24 Moderate ris 6.68 4.639 2,847 232 27.1 5.8 539 98.4 Foreign
25  Acceptable risk. . 709 3.099 2,421 338 46.5 37.0 A7.8 96.4 Foreign
Manths
26 More than 365 days * * * t * * * * *
27 Minimal risk * * * ¥ * * * *
28 Low nisk * * * * * * * ¥ *
29 Moderate ris * * * * * * * * *
30 Acccptable risk. . * * * ¥ * ® * * =
Weighted-
Weighted- average
average tisk maturity/
rating repricing
interval®
Days
SIZE OF LOAN
8.46 66 33 13 56.3 33.9 162 94.5 Prime
7.66 1679 12 3 49.1 24.2 483 95.4 Foreign
6.78 11,297 3.0 32 KRN 17.3 570 30.0 Foreign
6.20 43,191 24 10 0.6 19.2 454 5.7 Fed funds
Average size
(thousands
of dollars)
BASE RATE OF LOAN'
35 Prime’ . 9.22 1.457 3.5 | 627 329 9.5 98.8 503
36 Fed funds . 6.14 30.582 23 4 14.2 0.7 29.4 62.3 14923
37 Other domestic . 6.19 L1561 32 8 36 46.4 716 988 4362
38 Foreign 6.48 20,768 2.8 33 388 10.8 759 98.9 4478
39 Other.. .. 6.67 1,865 33 6 1.6 49.9 399 98.6 9,250

NOTE. This table has been revised to reflect several changes i the E.2 statistical release
First, business loan pricing information 1s now disaggregated by risk categories for most
loans Second, the previous disaggreganon of loans by maturity categories has been replaced
by a “matunty/repricing interval,” which measures the period from the day the loan is made
until 1t 1 next scheduled to reprice (for loans that reprice), ot the period from the day the loan
is made until w is scheduled to mature (for loans that do not reprice) Third, information on
whether loans are callable or subject to prepayment penalties 15 now being collected and
published. In addition to these new loan characteristics, the survey now includes gross
business loan extensions of U.S. branches and agencies of foreign bunks,

1. As of December 31, 1996, assets of most of the large banks were at least $7.0 billion
Median total assets for all insured banks were roughly $62 miilion. Assets at all U.S. branches
and agencies averaged 1.3 billion.

2. Effective (compounded) annual interest rates are calculated from the stated rate and
other terms of the loans and weighted by loan amount. The standard error of the loan rate for
all commercial and industrial loans in the current survey (line 1. column 1) is 0.11 percentage
points. The chances are about two out of three that the average rate shown would differ by less
than this amount from the average rate that would be found by a complete survey of the
universe of al! banks.

3. Average maturities are weighted by loan amount and exclude loans with no stated
maturities.

4. The most common base pricing rate is that used to price the largest dollar volume of
loans. Base pricing rates include the prime rate (sometimes referred to as a bank’s “base” or
“reference” rate); the federal funds rate; domestic money market rales other than the prime
rate and the federal funds rate; foreign money market rates: and other base rates not included
in the foregoing classifications.

S. A complete descripuon of these risk catcgories is available from the Banking and
Money Market Statistics Section, Ml Stop 81, Board of Governors of the Federal Reserve
System, Washington, DC 20551 The category “Moderate nisk™ includes the aver: loan,
under average economic condijtions, at the typical lender The calegory “Acceptable r may
wclude a small volume of special mention or classified foans The weighted-average nsk
ratings published for louns i rows 31-39 are caleulated by assigning a value of *17 to
immimal risk loans: “27 1o low nisk loans; “3" to moderate cisk loans, “'4” to acceptable risk
loans; and “57 to special menuon and classified loans. These values are weighted hy loan
amount and exclude Joans with no risk rating, Some of the loans in lines 1, 6, 11, 16, 21, 26,
and 31-39 are not rated for risk.

6. The matnty/repricing interval measures the period from the date the loan is made until it
first may reprice or it matures. For floating-rate foans that are subject to repricing i any
tune—such as many prime-bused loans—the matunty/repricing interval is zero. For floating-rate
loans that hiave a scheduled repricing mterval. the maturity/repricing interval measires the number
of days between the date the loan 1< made and the date on which 1t is next scheduled to reprice. For
loans having rates that remain fixed until the loan matures (fixed-rate foans). the matunty/repricing
intervul measures the number of duys between the date the loan s made and the date on which it
matures. Loans that reprice daily mature or reprice on the business day after they are made. Owng
ta weekends and holidays. such loans may have maturity/repricing intervals in excess of one day;
such loans are not meluded in the <2 to 30 day™ category.

7. For the current survey. the average reported prime rate, weighted by the amount of
loans priced relative to a pnime base rate. was 8.54 percent for all banks: 8.50 percent for
large domestic banks, 8.62 percent for small domesuc banks: and 8.50 percent for U.S.
branches and agencies of loreign banks.
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4.31 PRO FORMA FINANCIAL STATEMENTS FOR FEDERAL RESERVE PRICED SERVICES

A. Pro forma balance sheet

Millions of doltars

liem June 30. 1997 June 30, 1996

Short-term assets (Note 1)
Imputed reserve requirement on clearing balances . . 663.5 603.0
Investment in marketable securities . . . 59715 5427.0
Receivables .. ....... .. 64.1 61.9
Materials and supplies 29 11.0
Prepad expenses oL L 245 246
Tiems i process of collection | [ 29056 2.154.8

Total short-term assets. . . . P L 9.632.2 8.282.2
Long-term assets (Note 2)
PYCIMISES. o oottt 385.1 377.1
Furniture and equipment 136.3 149.5
Leases and leasehold improvements . 332 21.2
Prepaid pension costs .. ... 8.6 266.3

Total tong-term assets ... ... . L L0 o000 Lo 8733 814.0
Total assets ................ e e e e e 16,505.4 9,096.3
Short-term liabilities
Clearing balances and balances arising from udrly credit

of uncollected items ... .. 7.0494 6,093.5

Deferred-availability items . .. .. L 24912 2,091.2
Shortterm debt .. ..o 915 97.5

Total short-term habthittes ... ... e e 9.632.2 8,282.2
Long-term hubihnes
Obliganons under capital leases ... . . ... ... ... ... s e 7 23
Long-term debt ... .. ... PPN 187.6 181.0
P(Mmuuncnl/pmtunploymem benetits nbln«uuon ......................... 186.5 183.7

Total long-term habilities ... ... Lo oo 3748 367.0
Total liabilities . ... ......... . L .. R 10,006.9 8,649.2
Equity . Lo e P 498.5 447 |
Total liabilities and equity (Note 3) . .  ........... .. . N 10.505.4 9.096.3

NoTt, Components may not sum 1o totals because of rounding. The priced services
finuncial statements consist of these tables and the accompanying notes.

(1) SHORT-TERM ASSETS

The 1mputed reserve requirement on clearing balances held at Reserve Banks by depository
institutions reflects o treatment comparable w that of compensaung balances held at corre-
spondent banks by respondent nstitutions The reserve requirement 1mposed on respondent
balances must be held as vault cash or as nonearning balances mamlained at a Reserve Bank:
thus. a poruon of priced serv leaning balances heid with the Federal Reserve is shown as
required reserves on the asset side of the balance sheet. The remainder of clearing balances 1s
assumed  be invested in three-month Treasury bills. shown as imvestment in marketable
securites

Receivables are (1) amounts due the Reserve Banks for priced services and (2) the share of
suspensc-account and ditference-account balances related to priced services.

Matcrials and supplies are the inventory value of short-term assets

Prepaid ¢xpenses include salary advances and travel advances for priced-service personnel.

Iterns (n process of collection 1s gross Federal Reserve cash tiems in pracess of collection
(CIPC) stated on a basis comparable to that of o commercial bank. Tt reflects adjustments for
intra-System atems that would otherwise be double-counted on a consolidated Federal
Reserve balance sheet; adpustments for nems associated with non-priced iems, such as those
collected for government agencies: and adjustments for items associated with providing tixed
availability or credit before items are received and processed. Among the costs to be
recovered under the Monetary Control Act is the cost of float. or net CIPC during the period
(the difference between gross CIPC and deferred-avaifability items which is the portion of
gross CIPC that invoives a hinancig cost). valued at the federal funds rate.

(2) LONG-TERM ASSETS

Consists of long-term assets used solely in priced services, the priced-services portion of
long-term assets shared with nonpriced services, and an estimate of the assets of the Board of
Governors used in the development of priced services. Effective Jan. 1, 1987, the Reserve
Banks implemented the Financial Accounting Standards Board’s Stateme1t of Financial
Accounting Standards No. 87, Emplovers’” Accounting for Pensions (SFAS 87). Accordingly.
the Federal Reserve Banks recognized credits to expenses of $15.6 million m the second
quarter of 1997, $15.6 miltion 1 the first quarter of 1997, $12.0 million in the second quarter
of 1996, and $12.2 millton 1n the first quarter of 1996. and corresponding increases in this
asset account.

(3) LIABILITIES AND EQUITY

Under the matched-book caputal structure for assets that are not “self-financing,” short-term
assets are financed with short-term debt. Long-term assets are financed with long-term debt
and equity in a proportion equal to the ratio of long-term debt to equity for the fifty targest
bank holding compantes. which are used in the model for the pnivate-sector achustment factor
(PSAF). The PSAF consists of the taxes that would have been paid and the return on capital
that would have been provided had priced services been furmshed by a private-sector firm.
Other short-term liabilitics include clearing balances maintained at Rese-ve Banks and
deposit balances arising from float. Other long-term liabilities consist of obligztions vn capital
leases.
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B. Pro forma income statement

Millions of dollars

Item

Quarter ending June 30. 1997 Quarter ending June 30, 1996

Revenue from services provided to depository institutions (Note 4) . .............
Operating expenses (Note 5)

Income from operations ............ ... .0

Inputed costs (Note 6)
Intereston float .......... ... o oo oo
Interest on debt .
Sales taxes
FDIC insurance .

Tncore from operations after imputed costs .

Other income and expenses (Note 7)
[nvestment income on clearing balances ... ... . . . . ... ..o
Earnings credits .. .. ... ...

Income before INCOME taXES . . . ... ... i e
Inputed income taxes (Note 8) .
Netincome . .................................

MEMO
Targeted return on equity (Note 9). ............... o i i

1958 196.0
164.8 162.3
310 337
18 11
44 43
23 26
0.5 9.0 0.0 8.0
220 25.7
917 757
87.6 43 68.6 7.1
26.3 3238
8.4 9.8
17.8 23.0
134 10.7

Six months ending June 30, 1997 Six months ending June 30, 1996

Revenue from services provided to depository institutions (Note 4)
Operating expenses (Note 5)..........

Income from operations .............

Imputed costs {(Note 6)
Interest on float
[nterest on debt
Sales taxes . .
FDIC insurance

Income from operations after imputed costs . ......... ... ... ... ... .. ...
Other income and expenses (Note 7)
Investment income on clearing balances . ................ ... ... .. o o
Earnings credits. . ... ... e
[ncome before income taxes......................
Imputed income taxes (Note 8)

Net income .. ...

MEMO
Targeted return on equity (Note 9). . .......... ... ... . ..o i

3889 390.1
328.1 3234
60.7 66.7
6.1 1.8
8.8 8.6
4.9 54
1.0 208 0.0 258
399 409
180.1 147.2
165.8 14.3 134.0 13.2
542 54.1
17.4 16.2
36.8 379
27.1 21.0

NOTE. Components may not sum to totals because of rounding. The priced services
financial statements consist of these tables and the accompanying notes.

(4) REVENUE

Revenue represents charges to depository institutions for priced services and 1s reabized from
each mstitution through one of two methods: direct charges to an nstitution’s account or
charges against its accumulated earnings credits.

(5) OPERATING EXPENSES

Operating expenses consist of the direct, indirect, and other general administrative expenses
of the Reserve Banks for priced services plus the expenses for staff members of the Board of
Governors working directly on the development of priced services. The expenses for Board
staff members were $0.7 million in the first and second quarters of 1997 and 1996. The credit
to expenses under SFAS 87 (see note 2) is refiected in operating expenses.

(6) IMPUTED COSTS

Imputed costs consist of interest on float, interest on debt, sales taxes, and the FDIC
assessment. Interest on float is derived from the value of float to be recovered. either
explicitly or through per-item fees, during the period. Float costs include costs for checks,
book-entry securities, noncash collection. ACH, and funds transfers

Interest is imputed on the debt assumed necessary 1o finance pnced-service assets. The
sales taxes and FDIC assessment that the Federal Reserve would have paid had it been a
private-sector firm are among the components of the PSAF (see note 3).

The following list shows the daily average recovery of float by the Reserve Banks for the
second quarter of 1997 and 1996 in mullions of dollars:

1997 1996
Total float 404.1 413.4
Unrecovered float 20.1 15.4
Float subject to recovery 3840 398.0
Sources of float recovery
Income on clearing balances 38.0 403
As-of adjustments 2519 3184
Direct charges 832 107.7

Per-item fees 10.9 (68.5)

Unrecovered float includes float generated by services to government agencies and by other
central bank services. Float recovered through income on clearing balances is the result of the
increase in investable clearing balances: the increase is produced by a deduction for float for
cash items in process of collection, which reduces imputed reserve requirements. The income
on clearing balances reduces the float to be recovered throngh other means. As-of adjustments
and direct charges are mud-week closing float and interterritory check float, which may be
recovered from depositing institutions through adjustments to the institution’s reserve or
clearing balance or by valuing the float at the federal funds rate and hilling the institution
directly. Float recovered through per-item fees is valued at the federal funds rate and has been
added to the cost base subject to recovery in the second quarters of 1997 and 1996

(7) OTHER INCOME AND EXPENSES

Consists of investment income on clearing balances and the cost of earnings credits.
Investment income on clearing balances represents the average coupon-equivalent yield on
three-month Treasury bills applied to the roral clearing balance maintained, adjusted for the
effect of reserve requirements on clearing balances. Expenses for earnings credits granted to
depository institutions on their clearing balances are derived by applying the average federal
funds rate to the required portion of the clearing balances, adjusted for the net effect of
reserve requirements on clearing balances.

(8) INCOME TAXES

[mputed income taxes are calculated at the effective tax rate derived from the PSAF model
(see note 3).

(9) RETURN ON EQuITY

Represents the after-tax rate of return on equity that the Federal Reserve would have earned
had it been a private business firm, as derived from the PSAF model (see note 3). This amount
15 adjusted to reflect the recovery of automation consolidation costs of $1.9 million for the
second quarter of 1997, $2.3 million for the first quarter of 1997, $1.6 million for the second
quarter of 1996, and $1.2 mllion for the first quarter of 1996. The Reserve Banks plan to
recaver these amounts, along with a finance charge, by the end of the year 2001.
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ACCEPTANCES, bankers (See Bankers acceptances)
Assets and liabilities (See also Foreigners)
Commercial banks, 15-21
Domestic finance companies, 32, 33
Federal Reserve Banks, 10
Foreign-related institutions, 20
Automobiles
Consumer credit, 36
Production, 44, 45

BANKERS acceptances, 5, 10, 22, 23
Bankers balances, 15-21. (See also Foreigners)
Bonds (See also U.S. government securities)
New issues, 31
Rates, 23
Business activity, nonfinancial, 42
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 43
Capital accounts
Commercial banks, 15-21
Federal Reserve Banks, 10
Central banks, discount rates, 61
Certificates of deposit, 23
Commercial and industrial loans
Commercial banks, 15-21, 64-67
Weekly reporting banks, 17, 18
Commercial banks
Assets and liabilities, 15-21
Commercial and industrial loans, 15-21, 64-67
Consumer loans held, by type and terms, 36, 64-67
Deposit interest rates of insured, 14
Real estate mortgages held, by holder and property. 35
Terms of lending, 64-67
Time and savings deposits. 4
Commercial paper. 22, 23, 32
Condition statements (See Assets and liabilities)
Construction, 42, 46
Consumer credit, 36
Consumer prices, 42
Consumption expenditures, 48, 49
Corporations
Profits and their distribution, 32
Security issues, 31, 61
Cost of living (See Consumer prices)
Credit unions, 36
Currency in circulation, 5, 12
Customer credit, stock market, 24

DEBT (See specific tvpes of debt or securities)
Demand deposits, 15-21
Depository institutions
Reserve requirements, 8
Reserves and related items, 4,5, 6. 11
Deposits (See also specific types)
Commercial banks. 4, 15-21
Federal Reserve Banks, 5, 10
Interest rates, 14
Discount rates at Reserve Banks and at foreign central banks and
foreign countries (See Interest rates)
Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 32

EMPLOYMENT, 42
Eurodollars, 23, 61

FARM mortgage loans, 35
Federal agency obligations, 5,9, 10, 11, 28, 29
Federal credit agencies, 30
Federal finance
Debt subject to statutory limitation, and types and ownzrship
of gross debt, 27
Receipts and outlays, 25, 26
Treasury financing of surplus, or deficit, 25
Treasury operating balance, 25
Federal Financing Bank, 30
Federal funds, 23, 25
Federal Home Loan Banks, 30
Federal Home Loan Mortgage Corporation, 30, 34. 35
Federal Housing Administration, 30, 34, 35
Federal Land Banks, 35
Federal National Mortgage Association, 30, 34, 35
Federal Reserve Banks
Condition statement, 10
Discount rates {See Interest rates)
U.S. government securities held, 5, 10, 11, 27
Federal Reserve credit, 5, 6, 10, 11
Federal Reserve notes, 10
Federal Reserve System
Balance sheet for priced services, 68, 69
Condition statement for priced services, 68, 69
Federally sponsored credit agencies, 30
Finance companies
Assets and liabilities, 32
Business credit, 33
Loans, 36
Paper. 22, 23
Float, §
Flow of funds, 37-41
Foreign currency operations, 10
Foreign depostts in U.S. banks. 5
Foreign exchange rates, 62
Foreign-related institutions, 20
Foreign trade. 51
Foreigners
Claims on, 52, 55, 56, 57, 59
Liabilities 10, 51, 52, 53, 58, 60, 61

GOLD

Certificate account, 10

Stock, 5. 51
Government National Mortgage Association, 30, 34, 35
Gross domestic product, 48, 49

HOUSING., new and existing units, 46

INCOME and expenses. Federal Reserve System. 68, 69
Income, personal and national, 42, 48, 49
Industrial production, 42, 44
Insurance companies, 27, 35
Interest rates
Bonds. 23
Commercial banks, 64-67
Consumer credit, 36
Deposits, 14
Federal Reserve Banks, 7
Foreign banks, U.S. branches and agencies, 67
Foreign central banks and foreign countries, 61
Money and capital markets, 23
Mortgages. 34
Prime rate, 22
Interaational capital transactions of United States, 50-61
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International organizations, 52, 53, 55. 58, 59
Inventories, 48
Investment companies. issues and assets, 32
Investments (See also specific tvpes)
Commercial banks. 4, 15-21
Federal Reserve Banks, 10. 11
Financial institutions, 35

LABOR force, 42

Life insurance companies (See Insurance companies)

Loans (See also specific types)
Commercial banks, 15-21, 64-67
Federal Reserve Banks, 5, 6.7, 10, 11
Federal Reserve System, 68, 69
Financial institutions, 35
[nsured or guaranteed by United States, 34, 35

MANUFACTURING
Capacity utilization, 43
Production, 43. 45
Margin requirements, 24
Member banks (See also Depository institutions)
Reserve requirements, 8
Mining production, 45
Mobile homes shipped, 46
Monetary and credit aggregates, 4, 11
Money and capital market rates, 23
Money stock measures and components, 4, 12
Mortgages (See Real estate loans)
Mutual funds, 12, 32
Mutual savings banks (See Thrift institutions)

NATIONAL detense outlays, 26
National income, 48

OPEN market transactions, 9

PERSONAL income, 49

Prices
Consumer and producer, 42, 47
Stock market. 24

Prime rate, 22

Producer prices, 42. 47

Production, 42, 44

Profits, corporate, 32

REAL estate loans

Banks, 15-21. 35

Terms, yields. and activity, 34

Type of holder and property mortgaged, 35
Reserve requirements. 8
Reserves

Comimercial banks, 15-21

Depository institutions, 4, 5, 6, 11

Federal Reserve Banks, 10

U.S. reserve assets, 51

Residential mortgage loans, 34, 35
Retail credit and retail sales, 36, 42

SAVING
Flow of funds, 3741
National income accounts, 48
Savings institutions. 35, 36, 37-41
Savings deposits (See Time and savings deposits)
Securities (See also specific types)
Federal and federally sponsored credit agencies, 30
Foreign transactions, 60
New issues, 31
Prices, 24
Special drawing rights, 5, 10, 50, 51
State and local governments
Holdings of U.S. government securities, 27
New security issues, 31
Rates on securities, 23
Stock market, selected statistics, 24
Stocks (See also Securities)
New issues, 31
Prices, 24
Student Loan Marketing Association, 30

TAX receipts, federal, 26

Thrift institutions. 4. (See also Credit unions and Savings
institutions)

Time and savings deposits, 4, 12, 14, 15-21

Trade, foreign, 51

Treasury cash, Treasury currency, 5

Treasury deposits. 5. 10. 25

Treasury operating balance. 25

UNEMPLOYMENT, 42
U.S. government balances
Commercial bank holdings, 15-21
Treasury deposits at Reserve Banks, 5, 10, 25
U.S. government securities
Bank holdings, 15-21, 27
Dealer transactions, positions, and financing, 29
Federal Reserve Bank holdings, 5, 10, 11. 27
Foreign and international holdings and
transactions. 10. 27, 61
Open market transactions. 9
Outstanding. by type and holder, 27, 28
Rates, 23
U.S. international transactions. 50-62
Utlities, production, 45

VETERANS Administration, 34, 35

WEEKLY reporting banks. 17, 18
Wholesale (producer) prices, 42, 47

YIELDS (See Interest rates)



AT2

Federal Reserve Board of Governors

and Official Staff

ALAN GREENSPAN, Chairman
ALICE M. RiVLIN, Vice Chair

EpwarD W. KELLEY, JR.
SusaN M. PHILLIPS

OFFICE OF BOARD MEMBERS

JosepH R. COYNE, Assistant to the Board

DONALD J. WINN, Assistant to the Board

THEODORE E. ALLISON, Assistant to the Board for Federal
Reserve System Affairs

LynN S. Fox, Deputy Congressional Liaison

WINTHROP P. HAMBLEY, Special Assistant to the Board

BoB STAHLY MOORE, Special Assistant to the Board

DiANE E. WERNEKE, Special Assistant to the Board

PorTiA W. THOMPSON, Equal Employment Opportunity
Programs Adviser

LEGAL DIVISION

J. VIRGIL MATTINGLY, JR., General Counsel

ScoTT G. ALVAREZ, Associate General Counsel
RICHARD M. ASHTON, Associate General Counsel
OLIVER IRELAND, Associate General Counsel
KaTHLEEN M. O’DAy, Associate General Counsel
ROBERT DEV. FRIERSON, Assistant General Counsel
KATHERINE H. WHEATLEY, Assistant General Counsel

OFFICE OF THE SECRETARY

WiLLiaM W. WILES, Secretary
JENNIFER J. JOHNSON, Deputy Secretary
BarBARA R. LOWREY. Associate Secretary and Ombudsman

DIVISION OF BANKING
SUPERVISION AND REGULATION

RICHARD SPILLENKOTHEN, Director
STEPHEN C. SCHEMERING, Deputy Director
WILLIAM A. RYBACK, Associate Director
HERBERT A. BIERN, Associate Director
RoGER T. CoLE, Associate Director
GERALD A. EDWARDS, JR., Deputy Associate Director
STEPHEN M. HOFFMAN, IR.. Deputy Associate Director
Iames V. Houer, Deputy Associate Director
Jack P JENNINGS, Deputy Associate Director
MicHAEL G. MARTINSON, Deputy Associate Director
SIDNEY M. SussaN, Deputy Associate Director
MoLvy S. WassoM, Deputy Associate Director
HOWARD A. AMER, Assistant Director
NoORrAH M. BARGER, Assistant Director
BETsY CROSS, Assistant Director
RICHARD A. SMALL, Assistant Director
WILLIAM SCHNEIDER, Project Director,

National Information Center

DIVISION OF INTERNATIONAL FINANCE

EpwiN M. TRUMAN, Staff Director
LARRY J. PROMISEL, Senior Adviser
CHARLES J. SIEGMAN, Senior Adviser
LEwis S. ALEXANDER, Associate Director
DALE W. HENDERSON, Associate Director
PETER HOOPER lIll, Associate Director
KAREN H. JOHNSON, Associate Director
Davib H. HOWARD, Senior Adviser
DoNALD B. ADaMs. Assistant Director
THomas A. CONNORS, Assistant Director
CATHERINE L. MANN, Assistant Director

DIVISION OF RESEARCH AND STATISTICS

MIcHAEL J. PRELL, Director

EpwaRrD C. ETTIN, Deputy Director

Davip J. STOCKTON, Deputy Director
MARTHA BETHEA, Associate Director
WILLIAM R. JONES, Associate Director
MyYRON L. KWAST, Associate Director
PATRICK M. PARKINSON, Associate Director
THoMAs D. SIMPSON, Associate Director
LAWRENCE SLIFMAN, Associate Director
MARTHA S. SCANLON, Deputy Associate Director
PETER A. TINSLEY, Deputy Associate Director
Davip S. JONES, Assistant Director

STEPHEN A. RHOADES, Assistant Director
CHARLES S. STRUCKMEYER, Assistant Director
ALICE PaTrICIA WHITE, Assistant Director
Joyce K. ZICKLER, Assistant Director

GLENN B. CANNER, Senior Adviser

JoHN J. MINGO, Senior Adviser

DIVISION OF MONETARY AFFAIRS

DoNaLD L. KoHN, Director

Davip E. LINDSEY, Deputy Director

BriaN FE. MADIGAN, Associate Director

RicHARD D. PORTER, Deputy Associate Director
VINCENT R. REINHART, Assistant Director

NORMAND R.V. BERNARD, Special Assistant to the Board

DiviSION OF CONSUMER
AND COMMUNITY AFFAIRS

GRIFFITH L. GARWOOD, Director

GLENN E. LONEY, Associate Director
DOLORES S. SMITH, Associate Director
MAUREEN P. ENGLISH, Assistant Director
IRENE SHAWN MCNULTY, Assistant Director
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LAURENCE H. MEYER

OFFICE OF
STAFF DIRECTOR FOR MANAGEMENT

S. Davip Frost, Staff Director
SHEILA CLARK, EEO Programs Director

DIVISION OF HUMAN RESOURCES
MANAGEMENT

Davip L. SHANNON, Director

JOHN R. WEISs, Associate Director
JosepH H. HAYES, JR., Assistant Director
FRED HOROWITZ, Assistant Director

OFFICE OF THE CONTROLLER

GEORGE E. LIVINGSTON, Controller
STEPHEN J. CLARK, Assistant Controller (Programs and Budgets)
DARRELL R. PAULEY, Assistant Controller (Finance)

DIVISION OF SUPPORT SERVICES

ROBERT E. FRAZIER, Director
GEORGE M. LoPEZ, Assistant Director
Davip L. WILLIAMS, Assistant Director

DIVISION OF INFORMATION RESOURCES
MANAGEMENT

STEPHEN R. MALPHRUS, Director
MARIANNE M. EMERSON, Assistant Director
Po KYunG Kim, Assistant Director
RAYMOND H. MASSEY, Assistant Director
EpwARD T. MULRENIN, Assistant Director
Day W. RADEBAUGH, JR.. Assistant Director
EL1ZABETH B. RIGGS, Assistant Director
RICHARD C. STEVENS, Assistant Director

DIVISION OF RESERVE BANK OPERATIONS
AND PAYMENT SYSTEMS

CLYDE H. FARNSWORTH. IR., Director

DavID L. ROBINSON, Deputy Director (Finance and Control)
Louise L. ROSEMAN, Associate Director

PauL W. BETTGE, Assistant Director

JACK DENNIS, JR., Assistant Director

EARL G. HAMILTON, Assistant Director

JEFFREY C. MARQUARDT, Assistant Director

FLORENCE M. YOUNG, Assistant Director

OFFICE OF THE INSPECTOR GENERAL

BRENT L. BOWEN, [nspector General
DoNALD L. ROBINSON, Assistant Inspector General
BARRY R. SNYDER, Assistant Inspector General
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Federal Open Market Committee
and Advisory Councils

FEDERAL OPEN MARKET COMMITTEE

MEMBERS
ALAN GREENSPAN, Chairman WiLLiaM J. McDoNouGH, Vice Chairman
J. ALFRED BROADDUS, JR. LAURENCE H. MEYER SUSAN M. PHILLIPS
JACK GUYNN MICHAEL H. Moskow ALICE M. RIVLIN
EDWARD W. KELLEY, JR. ROBERT T. PARRY
ALTERNATE MEMBERS
THoMAS M. HOENIG THoMAS C. MELZER ERNEST T. PATRIKIS
JERRY L. JORDAN CATHY E. MINEHAN
STAFF
DoNaLD L. KoHN, Secretary and Economist ROBERT A. EISENBEIS, Associate Economist
NORMAND R.V. BERNARD, Deputy Secretary MARVIN S. GOODFRIEND, Associate Economist
JosepH R. COYNE, Assistant Secretary WiLLiaM C. HUNTER, Associate Economist
GARY P. GILLUM, Assistant Secretary Davip E. LINDSEY, Associate Economist
1. VIRGIL MATTINGLY, JR., General Counsel STEPHEN G. CECCHETTI, Associate Economist
THoMAS C. BAXTER, JR., Deputy General Counsel LARRY J. PROMISEL, Associate Economist
MicHAEL J. PRELL, Economist CHARLES J. SIEGMAN, Associate Economist
EpwiN M. TRUMAN, Economist LAWRENCE SLIFMAN, Associate Economist
JACK BEEBE, Associate Economist DaviD J. STOCKTON, Associate Economist

PETER R. FISHER, Manager, System Open Market Account

FEDERAL ADVISORY COUNCIL
WALTER V. SHIPLEY, President
CHARLES E. NELSON, Vice President

WiLLIAM M. CROZIER, JR., First District RogGER L. FiTzsiMonDs, Seventh District
WALTER V. SHIPLEY, Second District THomas H. JacosseN, Eighth District
WALTER E. DALLER, JR., Third District RicHARD M. KovacevicH, Ninth District
ROBERT W. GILLESPIE, Fourth District CHARLES E. NELsoN, Tenth District
KENNETH D. LEwIs, Fifth District CHARLES T. DoyLE, Eleventh District
STEPHEN A. HANSEL, Sixth District WiLLiaM F. Zuenpt, Twelfth District

HERBERT V. PROCHNOW, Secretary Emeritus
JAMES ANNABLE, Co-Secretary
WiLLiaM J. Korsvik, Co-Secretary



ATS

CONSUMER ADVISORY COUNCIL

Juria W. SEwARD, Richmond, Virginia, Chairman
Wirriam N. LUND, Augusta, Maine, Vice Chairman

RICHARD S. AMADOR, Los Angeles, California
WaYNE-KENT A. BRADSHAW, Los Angeles, California
THoMAS R. BUTLER, Riverwoods, 1llinois
RoBerT A. Cook, Crofton, Maryland
HEeriBERTO FLORES, Springfield, Massachusetts
EmMANUEL FREEMAN, Philadelphia, Pennsylvania
Davip C. FynN, Cleveland, Ohio

RoBERT G. GREER, Houston, Texas

KeENNETH R. HARNEY, Chevy Chase, Maryland
GaiL K. HiILLEBRAND, San Francisco, California
TERRY JORDE, Cando, North Dakota

FrANCINE C. Justa, New York. New York
JANET C. KOEHLER, Jacksonville, Florida
EuGeNE . LEHRMANN, Madison, Wisconsin

ErroL T. Louts, Brooklyn, New York

PauL E. MULLINGS, McLean, Virginia
CAROL PARRY, New York, New York

PHILIP PRICE, JR., Philadelphia, Pennsylvania
RONALD A. PrILL, Minneapolis, Minnesota
Lisa RICE, Toledo, Ohio

Joun R. RINEs, Detroit, Michigan

SisTER MARILYN Ross, Omaha, Nebraska
MARGOT SAUNDERS, Washington, D.C.

GaIL SmaLL, Lame Deer, Montana

Y VONNE S. SParks, St. Louis, Missouri
GREGORY D. SQUIRES, Milwaukee, Wisconsin
GEORGE P. SURGEON, Chicago, Illinois
THEODORE J. WYSsocKI, Jr., Chicago, Illinois

THRIFT INSTITUTIONS ADVISORY COUNCIL

Davip F. HoLLAND, Burlington, Massachusetts, President
CHARLES R. RINEHART, Irwindale, California, Vice President

Barry C. BURKHOLDER, Houston, Texas

Davin E. A. Carson, Bridgeport, Connecticut
MicHAEL T. CROWLEY, JRr., Milwaukee, Wisconsin
DoucLas A. FERRARO, Englewood, Colorado
WILLIAM A, FITZGERALD, Omaha, Nebraska

STEPHEN D. HAILER, Akron, Ohio

EDpwaRD J. MOLNAR, Harleysville, Pennsylvania

GuY C. PINKERTON, Seattle, Washington

TerRrRY R. WEST, Jacksonville, Florida

FrReEDERICK WILLETTs, III, Wilmington, North Carolina
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Federal Reserve Board Publications

For ordering assistance, write PUBLICATIONS SERVICES,
MS-127. Board of Governors of the Federal Reserve System,
Washington. DC 20551 or telephone (202) 452-3244 or FAX
(202) 728-3886. You may also use the publications order
form available on the Boards World Wide Web site
(http://www.bog.frb.fed.us). When a charge is indicated, payment
should accompany request and be made payable to the Board of
Governors of the Federal Reserve Svstem or may be ordered via
Mastercard or Visa. Pavment from foreign residents should be
drawn on a US. bank.

BOOKS AND MISCELLANEQOUS PUBLICATIONS

THE FEDERAL RESERVE SYSTEM-—PURPOSES AND FUNCTIONS.
1994. 157 pp.

ANNUAL REPORT.

ANNUAL REPORT: BUDGET REVIEW, 1995-96.

FEDERAL RESERVE BULLETIN. Monthly. $25.00 per year or $2.50
each in the United States, its possessions, Canada, and
Mexico. Elsewhere, $35.00 per year or $3.00 each.

ANNUAL STATISTICAL DIGEST: period covered, release date, num-
ber of pages, and price.

1981 October 1982 239 pp. $ 6.50
1982 December 1983 266 pp. $ 7.50
1983 October 1984 264 pp. $11.50
1984 October 1985 254 pp. $12.50
1985 October 1986 231 pp. $15.00
1986 November 1987 288 pp. $15.00
1987 October 1988 272 pp. $15.00
1988 November 1989 256 pp. $25.00
1980-89 March 1991 712 pp. $25.00
1990 November 1991 185 pp. $25.00
1991 November 1992 215 pp. $25.00
1992 December 1993 215 pp. $25.00
1993 December 1994 281 pp. $25.00
1994 December 1995 190 pp. $25.00
1990-95 November 1996 404 pp. $25.00

SELECTED INTEREST AND EXCHANGE RATES — WEEKLY SERIES OF
Crarts. Weekly. $30.00 per year or $.70 each in the United
States, its possessions, Canada, and Mexico. Elsewhere,
$35.00 per year or $.80 each.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FEDERAL
RESERVE SYSTEM.

ANNUAL PERCENTAGE RATE TaBLES (Truth in Lending—
Regulation Z) Vol. I (Regular Transactions). 1969. 100 pp.
Vol. Il (Irregular Transactions). 1969. 116 pp. Each volume
$5.00.

GUIDE TO THE FLOW OF FUNDS ACCOUNTS. 672 pp. $8.50 each.
FEDERAL RESERVE REGULATORY SERVICE. Loose-leaf; updated
monthly. (Requests must be prepaid.)
Consumer and Community Affairs Handbook. $75.00 per year.
Monetary Policy and Reserve Requirements Handbook. $75.00
per year.
Securities Credit Transactions Handbook. $75.00 per year.

The Payment System Handbook. $75.00 per year.

Federal Reserve Regulatory Service. Four vols. (Contains all
four Handbooks plus substantial additional material.) $200.00
per year.

Rates for subscribers outside the United States are as follows
and include additional air mail costs:

Federal Reserve Regulatory Service, $250.00 per year.

Each Handbook, $90.00 per year.

FEDERAL RESERVE REGULATORY SERVICE FOR PERSONAL
CompuUTERSs. Diskettes; updated monthly.

Standalone PC. $300 per year.

Network, maximum 1 concurrent user. $300 per year.

Network, maximum 10 concurrent users. $750 per year.

Network, maximum 50 concurrent users. $2,000 per year.

Network. maximum 100 concurrent users. $3,000 per year.

Subscribers outside the United States should add 350 to cover
additional airmail costs.

THE U.S. EconomY IN AN INTERDEPENDENT WORLD: A MULTI-
COUNTRY MODEL, May 1984, 590 pp. $14.50 each.

INDUSTRIAL PrODUCTION—1986 EDITION. December 1986.
440 pp. $9.00 each.

FINancIAL FUuTuRES AND OpTioNs IN THE US. Economy.
December 1986. 264 pp. $10.00 each.

FINANCIAL SECTORS IN OPEN ECONOMIES: EMPIRICAL ANALY-
sis AND PoLicy Issugs. August 1990. 608 pp. $25.00 each.

Risk MEASUREMENT AND SYSTEMIC RisK: PROCEEDINGS OF A
JoinT CENTRAL BANK RESEARCH CONFERENCE. 1996.
578 pp. $25.00 each.

EDUCATION PAMPHLETS

Short pamphlets suitable for classroom use. Multiple copies are
available without charge.

Consumer Handbook on Adjustable Rate Mortgages

Consumer Handbook to Credit Protection Laws

A Guide to Business Credit for Women, Minorities. and Small
Businesses

Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks
Organization and Advisory Committees

A Consumer’s Guide to Mortgage Lock-Ins

A Consumer’s Guide to Mortgage Settlement Costs

A Consumer’s Guide to Mortgage Refinancings

Home Mortgages: Understanding the Process and Your Right
to Fair Lending

How to File a Consumer Complaint

Making Deposits: When Will Your Money Be Available?

Making Sense of Savings

SHOP: The Card You Pick Can Save You Money

Welcome to the Federal Reserve

When Your Home is on the Line: What You Should Know
About Home Equity Lines of Credit
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STAFF STUDIES: Only Summaries Printed in the
BULLETIN

Studies and papers on economic and financial subjects that are of
general interest. Requests to obtain single copies of the full text or
to be added to the mailing list for the series may be sent to
Publications Services.

Staff Studies [-157 are out of print.

158. THE ADEQUACY AND CONSISTENCY OF MARGIN REQUIRE-
MENTS IN THE MARKETS FOR STOCKS AND DERIVATIVE
ProbpucTs, by Mark J. Warshawsky with the assistance of
Dietrich Earnhart. September 1989. 23 pp.

159, NEw DATA ON THE PERFORMANCE OF NONBANK SUBSIDI-
ARIES OF BANK HOLDING COMPANIES, by Nellie Liang and
Donald Savage. February 1990. 12 pp.

160. BANKING MARKETS AND THE USE OF FINANCIAL SERr-
VICES BY SMALL AND MEDIUM-SIZED BUSINESSES, by
Gregory E. Elliehausen and John D. Wolken. September
1990. 35 pp.

161. A REVIEW OF CORPORATE RESTRUCTURING ACTIVITY,
1980-90, by Margaret Hastings Pickering. May 1991.
21 pp.

162. EVIDENCE ON THE SIZE OF BANKING MARKETS FROM MORT-
GAGE LOAN RATEs IN TweNTYy CiTIES, by Stephen A.
Rhoades. February 1992. 11 pp.

163. CLEARANCE AND SETTLEMENT IN U.S. SECURITIES MaRr-
KETS, by Patrick Parkinson, Adam Gilbert, Emily Gollob,
Lauren Hargraves, Richard Mead, Jeff Stehm, and Mary
Ann Taylor. March 1992. 37 pp.

164. THE 1989-92 CREDIT CRUNCH FOR REAL ESTATE, by
James T. Fergus and John L. Goodman, Jr. July 1993.

20 pp.

165. THE DEMAND FOR TRADE CREDIT: AN INVESTIGATION OF
MoTivESs FOR TRADE CREDIT USE BY SMALL BUSINESSES, by
Gregory E. Ellichausen and John D. Wolken. September
1993. 18 pp.

166. THE ECONOMICS OF THE PRIVATE PLACEMENT MARKET, by
Mark Carey, Stephen Prowse, John Rea, and Gregory Udell.
January 1994. 111 pp.

167. A SUMMARY OF MERGER PERFORMANCE STUDIES IN BANK-
ING, 1980-93, AND AN ASSESSMENT OF THE ‘“OPERATING
PERFORMANCE” AND “EVENT STUDY” METHODOLOGIES,
by Stephen A. Rhoades. July 1994. 37 pp.

168. THE EconomicS OF THE PRIVATE EQUITY MARKET, by
George W. Fenn, Nellie Liang, and Stephen Prowse. Novem-
ber 1995. 69 pp.

169, BANK MERGERS AND INDUSTRYWIDE STRUCTURE, 1980-94,
by Stephen A. Rhoades. February 1996. 32 pp.

REPRINTS OF SELECTED Bulletin ARTICLES

Some Bulletin articles are reprinted. The articles listed below are
those for which reprints are available. Beginning with the Janu-
ary 1997 issue, articles are available on the Board’s World Wide
Web site (http://www.bog.frb.fed.us) under Publications, Federal
Reserve Bulletin articles.

Limit of ten copies

FaMiLy FINANCES IN THE U.S.: RECENT EVIDENCE FROM THE
SurVEY OF CONSUMER FINANCES. January 1997.



AT8

Maps of the Federal Reserve System
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ALASKA
HAWAI
LEGEND
Both pages Facing page

M Federal Reserve Bank city

Board of Governors of the Federal
Reserve System, Washington, D.C.

NoTE

The Federal Reserve officially identifies Districts by num-
ber and Reserve Bank city (shown on both pages) and by
letter (shown on the facing page).

In the 12th District, the Seattle Branch serves Alaska,
and the San Francisco Bank serves Hawaii.

The System serves commonwealths and territories as
follows: the New York Bank serves the Commonwealth

* Federal Reserve Branch city

— Branch boundary

of Puerto Rico and the U.S. Virgin Islands; the San Fran-
cisco Bank serves American Samoa, Guam, and the Com-
monwealth of the Northern Mariana Islands. The Board of
Governors revised the branch boundaries of the System
most recently in February 1996.
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Federal Reserve Banks,

and Offices

Branches,

FEDERAL RESERVE BANK Chairman President Vice President
branch, or facility Zip Deputy Chairman First Vice President in charge of branch
BOSTON* ... ...t 02106 William C. Brainard Cathy E. Minehan
Frederick J. Mancheski Paul M. Connolly
NEW YORK* ............... 10045  John C. Whitehead William J. McDonough
Thomas W. Jones Ernest T. Patrikis
Buffalo ................... 14240 Bal Dixit Carl W. Turnipseed'’
PHILADELPHIA ........... 19105 Donald J. Kennedy Edward G. Boehne
Joan Carter William H. Stone, Jr.
CLEVELAND* ............. 44101 G. Watts Humphrey. Jr. Jerry L. Jordan
David H. Hoag Sandra Pianalto
Cincinnati ................ 45201 George C. Juilfs Charles A. Cerino!
Pittsburgh ................ 15230 John T. Ryan, III Robert B. Schaub
RICHMOND* .............. 23219 Claudine B. Malone J. Alfred Broaddus, Jr.
Robert L. Strickland Walter A. Varvel
Baltimore ................. 21203 Rebecca Hahn Windsor William J. Tignanelli’
Charlotte .................. 28230 Dennis D. Lowery Dan M. Bechter!
ATLANTA ... 30303 Hugh M. Brown Jack Guynn
David R. Jones Patrick K. Barron James M. Mckee
Birmingham .............. 35283 D. Bruce Carr Fred R. Herr!
Jacksonville .............. 32231 Patrick C. Kelly James D. Hawkins!
Miami ................ 33152 Kaaren Johnson-Street James T. Curry HI
Nashville ................. 37203 James E. Dalton, Jr. Melvyn K. Purcell
New Orleans ............. 70161 Jo Ann Slaydon Robert J. Musso
CHICAGO* ................. 60690 Lester H. McKeever, Jr. Michael H. Moskow
Arthur C. Martinez William C. Conrad
Detroit ..............coees 48231 Florine Mark David R. Allardice!
ST.LOUIS .................. 63166 John F. McDonnell Thomas C. Melzer
Susan S. Elliott W. LeGrande Rives
Little Rock ............... 72203 Robert D. Nabholz, Jr. Robert A. Hopkins
Louisville ................. 40232  John A. Williams Thomas A. Boone
Memphis ...l 38101 John V. Myers Martha L. Perine
MINNEAPOLIS ............ 55480 Jean D. Kinsey Gary H. Stern
David A. Koch Colleen K. Strand
Helena .................... 59601 Matthew J. Quinn John D. Johnson
KANSAS CITY ............. 64198  A. Drue Jennings Thomas M. Hoenig
Jo Marie Dancik Richard K. Rasdall
Denver.........coooviiin 80217 Peter I. Wold Carl M. Gambs !
Oklahoma City ........... 73125 Barry L. Eller Kelly J. Dubbert
Omaha .................ee 68102  Arthur L. Shoener Bradley C. Cloverdyke
DALLAS .................... 75201 Roger R. Hemminghaus Robert D. McTeer, Jr.
Cece Smith Helen E. Holcomb
ElPaso ................... 79999  Alvin T. Johnson Sammie C. Clay
Houston .................. 77252 1. H. Kempner, 111 Robert Smith, I’
San Antonio .............. 78295 H. B. Zachry, Jr. James L. Stull’
SAN FRANCISCO ......... 94120 Judith M. Runstad Robert T. Parry
Gary G. Michael John F. Moore
Los Angeles .............. 90051 Anne L. Evans Mark L. Mullinix'
Portland ............. .. 97208 Carol A. Whipple Raymond H. Laurence!
Salt Lake City .. 84125 Gerald R. Sherratt Andrea P. Wolcott
Seattle ...l 98124 Richard R. Sonstelie Gordon R. G. Werkema?

*Additional offices of these Banks are located at Lewiston, Maine 04240; Windsor Locks, Connecticut 06096; East Rutherford, New Jersey 07016; Utica
at Oriskany, New York 13424; Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West Virginia 25311; Des Moines, Iowa 50306;
Indianapolis, Indiana 46204; Milwaukee, Wisconsin 53202; and Peoria, Illinois 61607.

1. Senior Vice President.
2. Executive Vice President



